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Executive Summary

1. Introduction

This study can be divided into two major parts. The first part examines
Thailand's competition policy, which involves an assessment of key economic policies
that have significant bearings on the competitive environment of the domestic market.
These include, for example, trade policy, investment policy and privatization policy. It
also examines the effectiveness of the domestic competition law, the pillar of a
competition policy, that ensures not only free, but fair competition in the market.

The second part of the study involves six competition cases. In each of these
cases, obstacles to fair competition are identified, be they state rules or regulations, or
private practices. The six cases have been carefully chosen on the basis that the
nature of the competition problem in each case has industry-wide implications, rather
than specific to the particular industry.  This study seeks to alert the concerned
government agencies, if state rules and regulations are found to be the root cause of
competition concerns, or the competition authority if private restrictive practices are
identified.

In analyzing the competition problem in each case, the study applies the
traditional structure - conduct - performance paradigm found in industrial organization.
That is, each study begins with an assessment of the structure of the selected industry,
such as the number of players in the market, their respective market shares and
concentration ratios. Entry barriers, be they strategic, economic or regulatory ones, are
identified in order to assess the "contestability" of the particular industry. Then the
conduct of various players in the market, such as their pricing strategy, production
strategy or marketing practices will be examined in order to identify practices that are
deemed restrictive or unfair in the context of the Thai competition law. Finally, the
outcome of such practices, such as profits, losses and the impact of these restrictive
trade practices is assessed. Each case study concludes with policy recommendations.
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2. Competition Policy

1) Trade Policy Tariffs are a key determinant of the level of competition in any
tradeable product market since imported products can easily compete with domestic
ones. A zero tariff implies that, bar transportation costs, products produced anywhere
can compete on equal footing with domestic ones.

Thailand still maintains relatively high tariffs in compared with her neighbours,
such as Malaysia and Indonesia; particularly in case of agricultural products. However,
Thailand is a member of the ASEAN Free Trade Area (AFTA), where tariff rates among
10 member countries are capped at 5% for most products, with some exception for
sensitive products and some deferred implementation for newer least developed
countries such as Lao PDR, Cambodia, Myanmar and Vietnam. Thailand also signed
several hilateral free trade agreements with Australia, New Zealand, India and China
(China-ASEAN). These agreements provide preferential tariff rates for partner countries
on specified products. The product coverage and the depth of the tariff cuts differ
widely across agreements.

2) Investment Policy When a product is not physically tradeable across borders,
such as health and telecommunications services, foreign producers or service providers
would have to establish a commercial presence in the country where they wish to
market the product.  Foreign investment may also result from high tariffs that make
imported products prohibitively expensive and hence, cannot compete with local ones.
Thus, how liberal a country's investment policy directly affects the level of competition in
the particular product or service markets where importation of foreign products or
services are not physically feasible, or where imported substitutes face severe price
disadvantaged by the imposition of high custom duties.

The Thai Foreign Business Act allows free entry of foreign companies into the
manufacturing sector. Foreign ownership in the service sector is subject to a maximum
equity share of 49%, however. The mentioned act and the Investment Promotion Act
allow the Foreign Business and the Investment Promotion Committee to waive foreign
ownership restrictions for investment projects that are deemed beneficial to the Thai
economy, while not in competition with local providers. These are usually businesses
that require advanced technology or highly skilled technical expertise.
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3) Privatization Policy Privatization policy entails the withdrawal of state control
in a particular business and the introduction of private competition into the market.
Privatization of several state owned enterprises in Thailand during the last few years did
not lead to greater competition, however. This is because the privatization merely
involved a transfer of a portion of state equity holding to private investors, leaving the
state enterprise with monopolistic rights and other privileges that place private
competitors at an obvious disadvantage. In the absence of market restructuring to end
the monopoly and market dominance of the state enterprise and market liberalization
that facilitate new entries into the market, the transfer of ownership from state to private
hands did nothing to improve the competitive environment in the market.

4) Competition Policy ~ Competition law lay out rules governing business
practices in order to ensure that competition in the market is fair. The law serves to
protect the competitive process in a market, and not any particular player in the market.
Fair competition will ensure that most efficient and innovative players in the market can
expand without the threat of restrictive business practices from larger less efficient
incumbents in the market.

Thailand has had a full-fledged competition law since 1999. However, two
major provisions of the law concerning abuse of dominance and merger are not yet
enforceable. This is because the market share and sales volume thresholds that would
identify a "dominant" player in the market and a merger that would require permission
from the competition authority have not yet been established after 7 years. There is no
doubt that the implementation of this law has been undermined by both politics and
constant lobbying by certain big businesses that enjoy exploitation of their dominant
market power.

To conclude, the Thai competition policy is indeed very weak, and the trade and
investment policy still leaves pockets of industries sheltered from foreign competition.
In liberalized markets, there are also threats from restrictive practices carried out by
large foreign multinational. It is therefore important to ensure that competition in the
domestic market is as fair as possible in order to provide an enabling environment for
most efficient and innovative firms to grow. The six case studies will help identify some
of the typical competition problems faced by Thai industries that have not yet heen
properly addressed.
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3. Animal Feed Industry

The animal feed industry is of great importance to the agricultural sector. This is
because it consumes a wide range of agricultural produce such as maize, soy beans,
tapioca and rice germ. At the same, animal feed is a vital input into animal hushandry
industry. As the agricultural sector undergoes rapid structural change with increased
integration between producers both horizontally and vertically, small independent
farmers become increasingly vulnerable to potentially restrictive practices carried out by
larger vertically integrated competitors.  This study seeks to identify competition
problems in the animal feed industry and make relevant policy recommendations to
ensure that competition between players of different sizes and different levels of vertical
integration in the market is fair.

Our survey of the industry found that independent laying-hen farmers have
made complaints about “tie in sales”, whereby they are required to buy animal feed
along with their order of laying-chicken or hens from the same supplier. It should be
noted that the alleged practice (i) happens only when there is a shortage of supply of
chicken or hens; (ii) occurs when dealing with a particular chicken/hen supplier only, so
not an industry practice (i) is carried out by a vertically integrated supplier who is
dominant in both the upstream laying-chicken or hens market, and downstream fresh
eggs market. It should be noted that alleged dumping of eggs has also been reported
for the past several years but was never properly investigated by the competition
authority or the Ministry of Agriculture. Due to the lack of data, it was not possible for
the study to establish whether dumping actually occurred as alleged.

The alleged practice of tie-in sales seems to affect laying-chicken farmers than
do other animal feed producers in the market. This may be because other producers,
who are also vertically integrated, have a captive animal feed market supported by
“contract farms” that belong to the company. Sales of animal feed to independent
farmers contribute only a minor revenue share. Independent farmers, on the other
hand, can easily be “squeezed” out of the market if costs of animal feed and
chicken/hens are high and prices of fresh eggs is low. Farmers are particularly
vulnerable when a particular vertically integrated producer can control the price of both
the input -- laying-chicken/hens - and the output, fresh eggs.

The number of laying-chicken farms in Thailand peaked in the year 2000 with
over 7,000 farms. This number fell continuously to 3,000 in 2004. While the study
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cannot confirm the causes, the particular period witnessed rising price fluctuation of
wholesale and retail prices of fresh eggs that may have increased business risks for
farmers. Higher prices of chicken/hens are also observed.  The introduction of an
import control of breeding chicken/hens and the avian flu contributed to rising prices.

In view of the alleged restrictive practices that have not yet been properly
investigated, it is recommended that

(1) the current market concentration in the market for laying-chicken/hens be
reduced.  The state should improvise schemes to assist farmer
cooperatives in conducting research and development in breeding chicken.

(2) a tri-partite “egg hoard” consisting of equal representation of agricultural
producers, farmers and state officials should be established. Amang other
things, the board should be responsible for collecting relevant data on the
supply and prices of laying-chicken/hens and fresh eggs and approving
applications for the importation of breeding cocks/hens.

(3) a thorough investigation of the alleged tie-in sales and dumping of prices
of fresh eggs be undertaken by the Ministry of Agriculture of the Trade
Competition Commission.

(4) a “market dominance” threshold -- i.e., the minimum market share and
sales volume that a particular producer can be classified as can be
initiated in case the alleged practices are validated.

4. The Ready-to-Drink Milk Industry

The ready-to-drink milk industry is directly affected by the national policy to
promote local dairy industry by establishing target prices for raw milk. This study does
not aim to suggest that the government should abolish the particular industrial policy
that distorts market mechanism. Rather, it will examine ways in which the policy can be
implemented such that it does not create undue competitive advantages or
disadvantages of one player versus another in the same market. In that sense, the
study assumes a “competition advocacy” role carried out by the competition authority in
some countries.

The policy to promote local dairy industry in Thailand is similar to those found in
many developed countries. It includes the establishment of targeted prices that can
guarantee dairy farmers a healthy profit margin, and the management of imported
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substitutes - i.e., skimmed milk and whole milk powder. The state does not buy raw
milk at the set price, however. Rather, fresh milk producers are required to purchase
locally produced raw milk at the targeted price in substitution of milk reconstituted from
skimmed milk powder.

The Thai case also involves the establishment of a state-sponsored “School Milk
Program”, whereby school children nationwide are supplied with a carton or a bag of
fresh milk free of charge each day while in school. The project was necessary in order
to create some demand for the raw milk supply in a country where milk consumption is
not so widespread.

Another, perhaps fatal, difference is that the Thai dairy promotion policy does
not contain mechanism by which the supply of milk to be sold at the targeted is
determined. As a result, production of raw milk has been expanding at double-digit rate
in response to the high targeted price that generates 20-30 per cent profit margin. The
problem then began when ready-to-drink milk producers can no longer absorb all the
raw milk churned out from thousands of dairy farms each day. Dairy farmers staged
several protests and poured raw milk rejected by producers on the street. The issue
then became a political one that needed quick solutions.

In order to solve the problem, the government decided to hand over the
allocation of the import quota of skimmed milk powder (SMP) to the Association of Dairy
Products Producers, which consists of major ready-to-drink milk producers. This is
because the allocation of SMP quota has always been seen as the “carrot” for the
ready-to-milk producers that support the local dairy industry. This is because the in-
quota import of SMP is subject to only 5% tariff rate, in comparison with 216% out- of
quota rate.

The decision to transfer the quota allocation decision to the private sector
proved chaotic. The Association established a rule whereby only importers who buy
raw milk from dairy farmers would be allocated quota. This wreaked havoc among
producers of other dairy products that do not produce ready-to-drink milk and thus, do
not buy local raw milk. These producers cannot use raw milk as substitutes since their
production process has been particularly designed for SMP.  These include the
production of sour milk, condensed milk, ice cream and bakery.

Under private management, these group of producers received very small quota
allocations compared to those in the previous years. In contrast, members of the
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Association that are major ready-to-drink milk producers received much more generous
allocations than in the past. Since these members also compete in other product
markets such as ice cream, condensed milk, sour milk, etc., the distorted quota
allocations provided the ready-to-drink milk producers with an unfair competitive
advantage in terms of superior access to less expensive raw materials. The shortage
of SMP became so acute that certain producers had to cut back production and see
their market shares fall. When a product is not available on the shelf, consumers will
easily switch to a competing brand that is abundant.

In the end, the government decided to resume control of the quota allocation.
Although the problem has been solved for the time being, it is no guarantee that it will
not recur in the future as long as the problem of excess raw milk supply remains. It is
then suggested that

(@ A “Dairy Act" be promulgated and a tri-partite dairy committee be
established. The committee should consist of equal representations of state officials,
dairy product producers and dairy farmers. It should be responsible for setting raw milk
standard, setting the targeted price of raw milk, determine the volume of raw milk that
can be sold at targeted price and impose penalties in case of over production. The
committee should also establish a secretariat responsible for establishing reliable
statistics on dairy farms and production. Once the supply of raw milk is contained, the
problem will not likely to recur.

(b) The allocation of SMP quota should be more predictable and objective in
order to shelter it from politics. The government should establish clear written rule that
importers of SMP that cannot use raw milk in their production process should be
allocated SMP quota according to past allocations, production capacity and business
plans. If the burden of supporting local dairy industry becomes excessive for ready-to-
drink milk producers, then other producers of dairy products may make financial some
financial contributions towards assisting dairy farmers in improving their productivity so
that the cost of production, and hence, price of raw milk can be lowered, benefiting all
parties. They should not be made to purchase raw milk, however.

5. Franchise Industry

Franchising is a fast growing industry in Thailand. In the year 2005 there were
361 franchises and 20,646 franchise stores nationwide with total revenue of roughly 30
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billion baht. Franchise business, a relatively new phenomenon in Thailand, involves a
complex relationship between the franchisor and franchisee and several relevant laws
such as Trade Mark Act, the Copyright Act and Unfair Contract Act. Competition
problems in franchise arise from unequal bargaining power between a franchisor and
franchisee that may lead to “unfair trade practices”, which is subject of concern of the
section 29 of the Thai Trade Competition Act.

It is also interesting to note that franchise can also be seen as a form of
investment as franchisee invests in a franchise by paying the entrance fee and royalty
fee to the franchisor and the cost of setting up the franchise shop. But while investment
in the stock market, mutual funds, insurance, etc., is subject to well-developed state
rules and regulations, franchising is elusive to any state oversight. It is therefore not
surprising that the study found several practices that can be considered “unfair” or even
“fraudulent” in this business. Indeed, these problems - if not dealt with -- can damage
the image of the franchise business and hence, undermine future growth of the industry.

The first type of unfair trade practice found is "misleading advertisement". In an
attempt to attract potential franchisees at franchise trade fairs, franchisors tend to
exaggerate the expected financial return of a prospective franchise contract in the
absence of rules and regulations governing information disclosure and accuracy of
financial and business information provided by the franchisor.

The second type of unfair trade practice found is the failure of the franchisor to
fulfill his/her obligations specified in the franchise contract. For example, in one case the
franchisor failed to supply the franchisee with goods that were in heavy demand. And
even when the good becomes available, they were priced higher than those available
from other wholesalers. This may be the case because of the lack of expertise in the
particular business in the part of the franchisor as there is no law stipulating the
qualifications of a franchisor, or intentional fraud. Indeed, violations of a franchise
contract is subject to tort law, but legal cases can prove to be extremely costly and
time-consuming when “class action” filing of a law suit is not possible under Thai law.
Franchisees with limited financial resources would rather write off the investment rather
than seek financial compensation.

The third type of unfair business practice is violation of franchisor's intellectual
property rights.  Since not many potential franchisees are knowledgeable of the
copyright law, trade secret law and trademark law, they sometime photocopy manuals,
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or allow relatives to set up competing stores next to the franchise store that proved to
be lucrative and transfer all the *know how" to family members.

In light of these problems, it is recommended that;

The state should promulgate a franchise law that (a) stipulates the minimum
qualification of a franchisor in order to bar inexperienced or fraudulent
businesses from selling franchises to unaware investors; (b) specify
information that need s to be disclosed to the prospective franchisee and
ensure independent assessment of the risk involved in the particular
franchise and c) allow a government body or an state approved franchisee
association to file lawsuits on behalf of its members.

the law should also establish a body to oversee the fairness of franchise
contracts. Presently, the Office of Consumer Protection that enforces the
Thai Unfair Contract Law refuses to accept dispute cases between a
franchisor and franchisee on the basis that franchisees are not consumers.

relevant government organizations should conduct training for potential
franchisees about the rights and obligations of a franchisor, including
intellectual property rights protection.

6. Competition in Public Procurement

The purpose of this study is to assess the state of competition in the Thai public
procurement market. We have limited the scope of our study to four sectors:
construction, computer hardware and software, office materials and consulting services.
The analysis in the study is based on secondary data obtained from official sources and
in-depth interviews with suppliers. We have also analyzed laws and regulations that
requlate the procurement markets, especially the Prime Minister Office’s Public
Procurement Regulations of 1992, the Official Information Act of 1997 and the Business
Competition Act of 1999,

Market structure

The study has identified a number of common characteristics in all the four
sectors. Firstly, most contracts are executed by domestic suppliers. This is partly
because international competitive hidding is not required in most projects based on
government budget. Secondly, the markets are clearly segmented by size of the
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projects and suppliers. In other words, large firms tend to compete among themselves
for high-value projects while smaller firms compete for those with lower value. Thirdly,
the markets for low-value projects tend to be much more competitive than that of larger
size.

Anti-competitive conducts and regulatory obstacles

The following table summarizes suppliers’ conducts and government regulations
that are obstacles to greater competition in the covered sectors.

Sector Obstacles to competition

Construction The lack of transparency in competitive bidding process results in
unfair competition.
Pre-qualification is not always open to new suppliers.

Computer Technical specifications are often manipulated by suppliers.

Consulting and advertising | Long-term relationship between procuring agencies and suppliers tend
services to block competition.

Office materials Bidding information is not widely disseminated

In addition to the aforementioned problems, there are also problems that are
common to all the sectors covered:

The process of inspecting and accepting submitted works is often
delayed. This causes liquidity problems to small suppliers with
inadequate working capital.

The lack of transparency in setting technical specification and
inadequate dissemination of procurement information greatly reduce
competition.

Difficulties in enforcing laws that provide criminal sanctions against
violators result in widespread collusions and bid riggings.

Outcome

As a result of the lack of effective competition, especially in high-value projects,
contracts are awarded to a small number of winning bidders. The following table
summarizes the market concentration ratios and the average discount for each selected
sector.
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Concentration Ratio (%) Numper of parFicipants Ayerage
Coods/Services in e-Auction discount
5largest | 10largest | Min Max | Average (%)
firms firms

Construction 88.3 98.3 9 4.6 0.39

Computer 67.6 78.0 10 2.8 10.88

Technical consulting 29.1 40.6 - - - -

Office materials 66.7 73.6 2 12 35 10.15

Note:

1. Average discounts are calculated from the differences between starting and wining prices.
2. Numbers in the table are for construction projects with at least Bt 280 million and goods and services with at least

Bt 7.3 million

From the table, it can be seen that the market share of the 5 and 10 largest
suppliers are very high in all four sectors. Among the sectors, construction has the
highest concentration ratio, with the five and ten largest suppliers acquiring nearly 90
and 100 percent of the market, respectively. Limited competition in the construction
sector also reflects in a low average discount of 0.39 percent,

Policy recommendations

There is an urgent need to promote greater competition in the Thai public

procurement market by:

- Promoting more transparency and faimess in the bidding process. Special \
attention should be paid to promoting wider information dissemination using
electronics media, e.g., the internet, reforming the pre-qualification process,
and effectively enforcing existing laws and regulations.

- Revising the PMO procurement regulations to speed up project inspection \
and payment to ensure that small-sized supplier can participate in the

market.

- Promoting the use of international and national technical standards to avoid \

the manipulation of technical standards.
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7. Thai Pharmaceutical Competition

The Structure of Thai Pharmaceutical Market

In 2004, Thai pharmaceutical market has a market size of 53,102 million baht
Multinational  enterprises (MNES) play an increasingly important role in Thai
pharmaceutical market; MNEs account for a 71.5 percent market share, while local
producers account for a 28.5 percent market share. Overall, the pharmaceutical market
is lowly concentrated”. Apparently, competition in the pharmaceutical market is intense.
However, the overall view does not reflect actual competition in the pharmaceutical
market because drugs only compete with other drugs in the same therapeutic class.
Therefore, the actual competition can be observed at the therapeutic class level.
Despite the lowly concentrated overall market, several narrowly defined therapeutic
classes are highly concentrated. The high concentration in therapeutic classes is
subjected to the nature of individual therapeutic class, cost of R&D, and artificial barriers
to access the market such as inappropriate competition policies and monopolies created
from government regulations.

This report identifies firm’s behaviors and competition policies that hinder
competition in each type of the competition, analyses impacts of those behaviors and
policies, and then recommends appropriate policies.

The Competition in Thai Pharmaceutical Market

1. Competition among Brand-Name drugs

Recently, several countries, including Canada and the members of the
European Union, increasingly use parallel importation as a tool to provide greater
access to drugs. In the case of Thailand, although competition among Brand-Name
drugs is limited to MNEs, greater competition can he achieved by parallel imports.
Parallel imports create competition between the Brand-Name legally produced or sold in
a country and the same drug acquired from parallel imports, resulting in a decrease in
the price of the Brand-Name drug. According to Patents Act B.E. 2542 Section 36 (7),
parallel import is a legal practice. Nonetheless, there is no evidence of parallel imports

" In 2003, the total market share of the four higgest companies accounts for about 23 percent of the total market
share.
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in Thailand. There are two important reasons for the absence of parallel imports in
Thailand as the following;

1) A number of importers do not understand that parallel import is a legal practice
in Thailand.

2) Thailand has not yet developed the drug registration process for parallel import
drugs.

To encourage the competition among Brand-Name drugs, the government
should extensively inform people that parallel import is a legal practice. The government
must urgently impose the registration process of parallel import drugs. The process
must be practical, clear and transparent. In addition, to get the maximum benefit from
parallel import, the government should extensively inform users such as patient,
doctors, and pharmacist that despite different labels or packages, parallel import drugs
are identical, in terms of quality, to domestically sold drugs.

2. Competition between Brand-Name and Generic Drugs

Recently, there exist a number of evergreening patents, which generally protect
drugs that are slightly different or improved from original drugs. Evergreening patents
simply extend the period of protection from patent of the original drugs for another 20
years. Therefore, evergreening patents prolong the entry of Generic drugs. As a result,
consumers are forced to use high-priced Brand-Name drugs for a longer period than
what it should normally be. Moreover, evergreening patents also affect Thai Generic
producers because they are forced to delay their entry. The delay inevitably reduces the
competitiveness of Thai generic producers in the regional market and definitely reduces
access to drugs.

In Thailand, evergreening patents are legal. The broad scope of protection in
Thai Patent Act 2542 makes it possible for a drug to have several relevant patents.
Therefore, the Patent Act does not preclude the possibility of evergreening patents.
However, the government has full rights to grant a patent to a deserved invention. Thus,
strict patent approval process would, more or less, reduce the chances of evergreening
patents.

To encourage the competition between Brand-Name and Generic drugs, the
government should apply strict patent granting process and should narrow the scope of
patent protection, especially drug patents. Patent applications, for example new forms
that do not significantly improve the efficacy of drugs and new uses, should not be
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granted a patent. In addition, there should be a penalty, if the evergreening patent is
found.

3. Competition among Generic drugs

Monopoly in Thai Generic drug market, the government market, has been a
persistent feature of Thai Generic drug market for years. According to Regulations of
the Office of the Prime Minister on Procurement B.E. 2535 Clauses 61 and 62, the
Government Pharmaceutical Organization (GPO) is granted the exclusive rights to
monopolize the government market. Since lack of competition generates tremendous
profits, GPO would not have much incentive to improve its quality of products and lower
cost in order to compete in international markets or even in the domestic private market.
The GPQO's monopoly rights could harm the development of small and medium
producers in the market, and even reduce the competitiveness of private producers.
Moreover, GPO’s monopoly rights could be a harrier for the entry of new firms. Most
importantly, GPQ’s monopoly rights could reduce access to drugs. Monopoly gives GPO
a power to set prices below marginal costs, and thus the prices would be higher than
what it should be in the competitive environment,

Moreover, Drugs Act B.E. 2510 Section 13 provides GPO an exclusive right to
produce or sell drugs without permissions from relevant authorities. This implies that
drug registration is not mandatory for GPO, and GPO will not he required to comply
with future rules or mechanisms aiming to improve quality of drugs. Thus, Drug Act B.E.
2510 Section 13 creates unfair competitive environment in Thai pharmaceutical market.

To encourage competition among Generics drugs, the government should
carefully evaluate the exclusive rights that GPO receives in the current economic and
social situation. In addition, the impacts of GPO’s exclusive rights on consumers, small
and medium producers, and GPO itself should be extensively assessed. The evaluation
and assessment should be done by a non beneficial and independent institute, and
GPO must support relevant data needed for the study.

8. Steel Industry

The steel industry is an important industry as it harbours extensive upstream
and downstream linkages with many industries. The industry tends to be relatively
concentrated as steel manufacturing requires large investment. In the past, there have
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been sporadic complaints of excessive pricing of certain steel products, in particular
those whose imported counterparts are subject to anti-dumping measures. The task of
determining whether steel prices have been excessive requires detailed examinations of
private producers’ cost data and figures that are beyond the reach of this study.

Another competition concern involves the industrial product standard. In the
year 1997 the Thai Industrial Standard Institute (TISI) imposed a mandatory standard
for “C Channel Steel”. The product is required to be at least 2.3 mm. in thickness. The
standard for the particular product is based on that established by the Japanese
Industrial Standard (JIS G 3350). However, the latter also have standard specifications
for C Channel steel with 1.6 and 2.0 mm thickness for use in lighter structures. The
TISI decided to ban the production of thinner C Channel steel for fear that it will be
inappropriately used in heavier structures due to the lack of knowledge of
constructioners.

The ban on 1.6 and 2.0 mm led to undesirable consequences that may not have
been perceived by the TISI at the time when the standard was imposed. According to
interviews, approximately 80 per cent of C Channel steel producers illegally produce 1.6
and 2.0 mm to satisfy market demand for these products. But since there are no
standards that can be applied, consumers are at risk when acquiring these products
from the black market in the absence of state oversight of their quality. Moreover,
these illegal products are sometimes sold as 2.3 mm ones. The widespread supply of
these substandard products posed not only serious safety concerns, but also a serious
threat to the survival of producers that abide strictly by the law to produce only 2.3 mm
C Channel Steel according to the standard specified by the TISI. These producers see
their market shares dwindled as lower-priced illegal products are sold everywhere with
impunity, thanks to the lack of resources on the part of the TISI. The han of the 1.6
and 2.0 mm C Channel steel also retarded the potential development of these products.

Presently, the TISI is revising the standard to allow production of 1.6 and 2.0
mm C Channel steel. However, one needs to focus on the procedure by which the
problematic standard was established in the first place. To ensure that industrial
product standards do not distort competition in the market. It is recommended that the
TISI:
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1)

2)

specify the minimum time period required for public hearings and solicitation
of opinions and comments on a specific mandatory industrial product
standard from stakeholders and interested parties.

increase the number of expert committees for various products or product
groups in order to ensure a thorough examination of the appropriateness of
any particular mandatory industrial product standard.

solicit opinions from the Trade Competition Commission on the competition
implications of a particular industrial product standard on the particular
industry.
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