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Executive Summary 
 
Rationale 
 

 With intensifying global competition and ever-changing trends, Thailand needs to 
increase its competitiveness by producing innovative products and services that better 
correspond to external factors ranging from the aging society to environmental awareness.  
For example, in the realm of technology, the development of smartphone and tablet 
applications make them popular alternatives to personal computers, thereby affecting 
Thailand’s exports on hard disk drive, its “rising star” at least in the recent past.  In order to 
maintain a strong industrial base in Thailand, it is necessary to upgrade the country’s 
entrepreneurial capabilities in science, technology and innovation (STI) that conform to 
global dynamics, thus the idea to develop and integrate “future industries” as supposed to 
relying on traditional export-oriented sectors. 
 

 Empirical evidences indicate that the manufacturing sector has declined in its 
contribution to both value-added and labour force, and paradoxically this demonstrates the 
strength of manufacturing.  While today the sector accounts for only 10-12 per cent of gross 
domestic product (GDP) in the United Kingdom, France and the United States; the share of 
total labour force has fallen even faster, thereby reflecting the industries’ abilities to 
develop technology and reduce dependence on low-cost labour.  This situation has clear-
cut implications for original equipment manufacturers (OEMs) such as Thailand.  If the 
country cannot increase its value-added by producing more specialized products, linking 
industries with agriculture and services, and engaging in pre- and post-production tasks in the 
value chain as shown in the Smile Curve; it will be difficult, if not impossible, for the 
economy to escape the “middle-income trap.”  
 

 For this reason, in its Country Strategy, the National Economic and Social 
Development Board (NESDB) has re-thought its industrial policy to strengthen national 
competitiveness and immunity to external fluctuations, and the Ministry of Industry has 
been assigned to promote future industries, five of which have been defined by the NESDB: 
(1) clean energy (2) health (3) biomaterials (4) aerospace and (5) creative industries, with a 
focus on research and development and creative thinking.  This new policy guideline reveals 
a shift at the macro level from the development of industrial enabling factors without 
picking the winners to the use of more targeted sectoral strategies. 
  

 Under the null hypothesis, if the government lets market mechanisms function 
without state intervention, the “invisible hands” should encourage the private sector to 
evolve.  Labour-intensive sectors that start losing competitiveness may have to relocate to 
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neighbouring countries with lower labour cost.  But according to the alternative hypothesis, 
if the producers can upgrade its innovation base, they can transform their role in the value 
chain from OEMs to original design manufacturers (ODMs) and original brand manufacturers 
(OBMs).  In this case, what can be described as “sunset industries” do not necessarily 
decline; only the low-value production processes do while the economy as a whole 
captures greater value-added in the global value chain and the regional economy 
achieves higher allocative efficiency.   
  

 The Office of Industrial Economics (OIE), Ministry of Industry then conducts a research 
project entitled “Thailand’s Future Industry Development Strategy: New Industrial Vision for 
the ASEAN Economic Community (AEC)” to generate appropriate strategies and action plans 
for the development of future industries in the form of “cluster” that can link Thailand with 
its neighbours in parallel to the Country Strategy and National Industrial Development 
Master Plan (2012-2031) with the aim of making Thailand ASEAN’s centre of high-tech 
manufacturing.  In doing so, the OIE works closely with the Fiscal Policy Research Institute 
Foundation (FPRI), a public policy think-tank that has experiences and expertise in analyzing 
impacts from liberalisation, supporting clusters and industrial policymaking. 
 

Definition and Categorisation of Future Industries 
 

 The FPRI has classified the global “megatrends” into five major dimensions (see 
Picture 1): (1) economic such as globalisation; (2) social such as demographic changes;        
(3) environmental such as climate change and resource constraints; (4) political/security such 
as terrorism threats and; (5) technological such as technology integration, most notably 
additive manufacturing or 3d-printing which has the potential to revolutionise the world and 
abruptly alter the roles of OEMs. 
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Picture 1: Global megatrends affecting future industries of Thailand 

 
Source: FPRI (2014) 

 

 In response to these megatrends, the superpowers (China, South Korea, Japan, India, 
the United States and the European Union in this study) take three different approaches (see 
Picture 2).  First, as exemplified by China and South Korea, the state plays a direct top-down 
role in industrial policy.  Second, in the case of India, the state does not pick the winners 
but rather puts emphasis on the implementation of horizontal measures which help create 
the right environment for doing business regardless of sectors.  And finally, in Japan, the 
United States and the European Union, the government does not believe in industrial policy 
and puts trust in the private sector.  The government role is then limited to driving targeted 
technology platforms like nanotechnology, additive manufacturing and green building.  Yet 
in the case of Thailand, which path should be taken?  Thailand, where industrial policy is 
less obvious, has lots to learn from the experience of these leaders. 
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Picture 2: Models of future industrial (development) policy 

 
Source: FPRI (2014) 

 

 In short, there isn’t off-the-shelf universally accepted definition of “future industry,” 
but certainly it should respond to future trends at the global and/or regional levels.  The 
FPRI defines it as “the upgrade of domestic industries by science, technology and 
innovation foundation along with domestic capital such as natural resource 
endowment as well as social and cultural assets in order to create new products that 
better correspond to future changes in global and regional demand, thereby 
enhancing Thai producers’ role in the value chain which in the long run shall lead to 
a more balanced and sustainable economic development.” 
 

-    

 The FPRI also categorized the future industries into five groups (see Picture 3): (1) 
clean energy such as photovoltaics and biomass; (2) green material such as bio-packaging, 
green textile and green construction material that use the same inputs - agricultural 
produces and wasted or recycled materials; (3) health such as pharmaceuticals, medical 
device, cosmetics and herbal products; (4) technology integration such as additive 
manufacturing, robotics, micro/nano-electronics and defence; and (5) vehicles including 
clean vehicles, rolling stocks, shipbuilding and aerospace. 
 

 
 
 
 
 
 



Executive Summary 
Thailand’s Future Industry Development Strategy: New Industrial Vision for AEC 5 

Picture 3: Components of future industries 

 
Source: FPRI (2014) 

 

Analysis on Potential Development of Future Industries 
 

 To compare and contrast the potentials for development of future industries, the 
FPRI uses five criteria, two of which are quantitative: domestic competitiveness, and linkage 
with neighbouring countries (six countries that share land and/or maritime border with 
Thailand – Myanmar, Laos, Cambodia, Vietnam, Malaysia and Indonesia).  Statistically it is 
found that Thailand is competitive in many sectors including plastic (green materials), 
machinery and electronics (technology integration) and automobile (vehicles) but is losing its 
edge in others such as garment while Malaysia is competitive in photovoltaics (clean energy) 
and Myanmar, Laos, Cambodia and Vietnam are in garment (green materials).  As a result, it 
can be concluded that Thailand-ASEAN trade relations generally represent 
complementarity more than substitution except in electronics where Thailand competes 
with Malaysia and Vietnam (see Picture 4).   
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Picture 4: Competitiveness of Thailand and neighbouring countries in future industries 

 
Source: FPRI (2014) 

 

 The green material industry receives the highest ranking because both Thailand and 
its neighbours can compete well, Thailand is a net exporter, and the percentage of imports 
from ASEAN is relatively high.  When three other criteria (policy support, implication to 
national development and benefits from liberalisation under AEC) are added, the same 
industry reigns supreme; health and clean energy industries enjoy stronger policy support 
and significance to development but are not Thailand’s areas of strength at the moment. 
 

Development of Green Material Cross-border Cluster 
 

 In the value chain and cluster analysis of the green material industry that includes 
bio-packaging, green textile and green construction material, the FPRI categorises three 
processes (see Picture 5): pre-production including research and development and product 
design, production from upstream (cultivation and/or collection of primary products) to 
downstream (assembly of final products for consumers), and post-production (marketing, 
distribution, repair/re-use/recycle and after-sale services).   
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Picture 5: Value chain of green material industry 

 
Source: FPRI (2014) 

 

 The packaging sector, followed by the textile sector, has the greatest tendency to 
use agricultural inputs, namely cassava, corn and sugar cane, as opposed to wasted/recycled 
inputs.  Green construction materials, on the other hand, are mostly derived from 
wasted/recycled substances such as cinder and dreg.  As much of these inputs can be 
utilised within Thailand and it makes less sense to transport wastes from other countries, 
the construction material sector is not expected to reap as much advantage from raw 
material-import and outward investment within the AEC context.   Also, it should be noted 
that the textile sector has a unique feature: its midstream production has the highest value 
while its downstream activities (garment) are labour-intensive in nature, unlike the 
production of bio-packaging and construction material products that require more capital 
and technology.   
 

 The next question is how to build an industrial cluster that effectively connects 
Thailand’s manufacturing base with its peripheral neighbours?  Theoretically this has two 
forms: “twin” and “cross-border” clusters.  The former, popular in the European Union, is 
appropriate for clusters that have similar levels of competence and thus focus on 
knowledge sharing and networking without necessarily sharing national borders.  Yet the 
latter maximizes the gains from free trade, investment and movement of professionals, ideal 
for regions like ASEAN where each country has competitiveness in different stages of 
production.  Therefore, the FPRI proposes that in order to develop the green material 
cluster and to fully utilise resources from both sides of the border, the Thai government 
should consider developing a cross-border cluster where production networks and 
stakeholders (public, private, association and academic/research) in different 
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countries, especially Cambodia and Laos that receive highest Revealed Comparative 
Advantage (RCA) scores in the upstream level of packaging and textile sectors and the 
downstream level of textile sector, are linked. 
 

Table 1: Diamond Model cluster analysis of Thailand’s green material industry  
linking with neighbouring countries 

 

 

 
Source: FPRI (2014) 
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Policy Recommendation 
 

 The FPRI proposes six strategies for the development of Thai future industries in the 
context of AEC: (1) the upgrade of traditional sectors to Thai future industries, (2) the 
capacity-building of entrepreneurs and small and medium enterprises (SMEs) to 
participate in the value chain of Thai future industries, (3) the creation of 
opportunities and enabling factors essential for the growth of Thai future industries, 
(4) the utilisation of technology and innovation for Thai future industries, (5) the 
development of Thai future industrial clusters, and (6) the strengthening of cross-
border production network to support Thai future industrial clusters. 
 

 These six strategies relate with one another as exemplified in Picture 6.  For example, 
Strategy 3 (the strengthening of enabling factors) supports Strategy 5 (the development of 
future industrial clusters). 
 

Picture 6: Thailand’s Future Industry Development Strategy 

 
Source: FPRI (2014) 

 

 In order to make practical policy recommendations, the six strategies are divided into 
28 tactics with years of implementation, host organizations and related organizations 
(domestic and foreign) stated in Table 2. 
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Table 2: Thai future industry development strategy 
Strategy 1: Upgrade of traditional sectors to Thai future industries 

Tactic Host 
organisation 

Related 
organisation 

Foreign 
organisation 

Year 

1.1 Monitor impacts from global and regional trends on 
domestic industries 

OIE NESDB 
FTI 

MoC 
MoST 

- 
 

2015-2019 

1.2 Create database and information system that better 
correspond to future industry categorisation and 
disseminate information to entrepreneurs 

OIE NESDB 
OAE 
FTI 

MoC 

- 2015-2019 

1.3 Create a vision for Thailand to become the regional 
production centre of future industries 

OIE NESDB 
FTI 

ASEAN 2015 

1.4 Evaluate potentials for the development of future 
industries between Thailand and ASEAN 

OIE NESDB 
FTI 

UNDP 
ADB 

2016 

1.5 Assign indicators, benchmarks and methodology for 
monitoring and evaluation of Thailand-ASEAN future 
industrial cluster development 

OIE NESDB 
NSO 

- 2017 

Strategy 2: Capacity-building of entrepreneurs and SMEs  
to participate in the value chain of Thai future industries 

Tactic Host 
organisation 

Related 
organisation 

Foreign 
organisation 

Year 

2.1 Develop capabilities of entrepreneurs particularly 
SMEs to attain smart growth in the value chain of future 
industries 

DIP 
OSMEP 

OIE 
ISMED 

 

- 2016-2019 

2.2 Improve financial access for entrepreneurs in future 
industries 

OSMEP SME Bank - 2016-2019 

2.3 Promote foreign direct investment and technology 
transfer in future industries 

BOI OIE - 2017-2019 

2.4 Increase value-added by product specialisation using 
advantages in biodiversity, creativity and wisdom 

DIP DITP 
TCDC 
BEDO 

- 2017-2019 
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Strategy 3: Creation of opportunities and enabling factors  
essential for the growth of Thai future industries 

Tactic Host 
organisation 

Related 
organisation 

Foreign 
organisation 

Year 

3.1 Increase resource and energy efficiency as well as 
share of alternative energy in the production process of 
future industries 

DIW 
 

DEDE - 2016-2019 

3.2 Provide incentives for the private sector to go green Excise 
TEI 

 

DIP - 2016-2019 

3.3 Boost demand for products in future industries by 
raising knowledge and awareness and by introducing new 
regulations 

DIP 
TISI 

 
 

DIT 
PRD 
TEI 

TGBI 

- 2016-2019 

3.4 Enhance demand conditions by changing government 
procurement policy 

BB 
CGD 

DIP - 2017-2019 

3.5 Develop the capacity of professionals with skills 
related to future industries  

OVEC 
 

DSD 
OIE 

- 2017-2019 

Strategy 4: Utilisation of technology and innovation for Thai future industries 

Tactic Host 
organisation 

Related 
organisation 

Foreign 
organisation 

Year 

4.1 Cooperate with government and academic entities in 
defining targeted technology platforms for the 
development of future industries 

NIA 
STI 

OIE - 2016-2019 

4.2 Disclose research studies on targeted technologies and 
encourage private sector utilisation 
 

NIA 
STI 

 

OIE 
 

- 2017-2019 

4.3 Create public-private, public-academic and private-
academic cooperative schemes related to future 
industries to support the development of and 
commercialisation in future industries 

OIE NIA 
STI 
FTI 
DSD 
OVEC 
TCELS 

- 2018-2019 

4.4 Position Thailand as the regional centre of knowledge, 
technology and innovation related to future industries 

NIA 
STI 

OIE ASEAN 2018-2019 
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Strategy 5: Development of Thai future industrial clusters 

Tactic Host 
organisation 

Related 
organisation 

Foreign 
organisation 

Year 

5.1 Define the scope and location of Thai future industrial 
clusters and evaluate their potentials 

OIE 
IEAT 

NESDB 
FTI 
MoI 
NSO 

- 2016 

5.2 Select the right form of future industrial clusters (state-
led or commercial) 

OIE 
IEAT 

NESDB 
 

- 2017 

5.3 Expand networking and alliances within cluster and 
strengthen mechanisms for building trust between different 
stakeholders 

OIE 
DIP 

NESDB 
FTI 

- 2017-2019 

5.4 Formulate and implement area-specific strategies and 
action plans for developing future industrial clusters 
 

OIE 
 

NESDB 
 

- 2017 

5.5 Encourage the participation of local administrative 
bodies, non-governmental organisations and the civil 
society in the formulation and implementation of the 
above strategies and action plans 

Local 
MoI 

 

OIE 
IEAT 

 

- 2018-2019 

5.6 Monitor and evaluate the development progress of 
future industrial clusters by comparing specified indicators 
with their set targets at least on an annual basis 

OIE 
 

NESDB 
 

- 2018-2019 

Strategy 6: Strengthening of cross-border production network  
to support Thai future industrial clusters 

Tactic Host 
organisation 

Related 
organisation 

Foreign 
organisation 

Year 

6.1 Select and help develop the specified areas in 
neighbouring countries appropriate for cross-border cluster 
linkages 

OIE 
 

NESDB 
DoASEAN 
 

UNESCAP 
ADB 

Counter-
parts of 

BOI  

2016-2018 

6.2 Reap the benefits from the free flow of goods, 
services and factors of production under AEC and lessen 
their impediments 

OIE 
 

DoASEAN 
NEDA 
FTI 

 

ADB 
UNESCAP 
Counter-
parts of 

BOI 

2017-2019 

6.3 Monitor economic, industrial and cluster policies of 
neighbouring countries relevant to Thai future industries 
and improve relations with foreign counterparts 

OIE 
 

 Counter-
parts  of 
NESDB 

2017-2019 

6.4 Source and support the development of inputs in 
neighbouring countries  

OIE 
 

OAE - 2017-2019 

Source: FPRI (2014) 
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Table 3: Lists of organizations that the Ministry of Industry requires cooperation with  
to implement Thailand’s future industrial development plan 

Abbreviations Organizations 
ADB Asian Development Bank 
BB Bureau of the Budget, Ministry of Finance 
BEDO Biodiversity-based Economy Development Office, Ministry of Natural Resources and 

Environment 
BOI Board of Investment of Thailand, Office of the Prime Minister 
CGD Comptroller General’s Department, Ministry of Finance 
DoASEAN Department of ASEAN Affairs, Ministry of Foreign Affairs 
DEDE Department of Alternative Energy Development and Efficiency, Ministry of Energy 
DIP Department of Industrial Promotion, Ministry of Industry 
DIT Department of Internal Trade, Ministry of Commerce 
DITP Department of International Trade Promotion, Ministry of Commerce 
DIW Department of Industrial Works, Ministry of Industry 
DSD Department of Skill Development, Ministry of Labour 
DTN Department of Trade Negotiation, Ministry of Commerce 
Excise Excise Department, Ministry of Finance 
FTI Federation of Thai Industries  
IEAT Industrial Estate Authority of Thailand, Ministry of Industry 
ISMED Institute for Small and Medium Enterprise Development, Ministry of Industry 
Local Local Administration 
MoC Ministry of Commerce 
MoI Ministry of Interior 
MoST Ministry of Science and Technology 
MUA Office of the Higher Education Commission, Ministry of Education 
NEDA Neighbouring Countries Economic Development Agency, Ministry of Finance 
NESDB National Economic and Social Development Board, Office of the Prime Minister 
NIA National Innovation Agency, Ministry of Science and Technology 
NSO National Statistics Office, Ministry of Information and Communication Technology 
OAE Office of Agricultural Economics, Ministry of Agriculture 
OBEC Office of the Basic Education Commission, Ministry of Education 
OIE Office of Industrial Economics, Ministry of Industry 
OPS Office of the Permanent Secretary, Ministry of Industry 
OSMEP Office of Small and Medium Enterprises Promotion, Ministry of Industry 
OVEC Office of Vocational Education Commission, Ministry of Education 
PRD Public Relations Department, Office of the Prime Minister 
SME Bank Small and Medium Enterprise Development Bank of Thailand 

STI 
National Science Technology and Innovation Policy Office, Ministry of Science and 
Technology 

TCDC Thailand Creative and Design Center, Office of Knowledge Management and Development 
TCELS Thailand Center of Excellence for Life Sciences, Ministry of Science and Technology 
TEI Thailand Environment Institute Foundation 
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Abbreviations Organizations 
TGBI Thai Green Building Institute 
TISI Thai Industrial Standards Institute, Ministry of Industry 
UNDP United Nations Development Programme 
UNESCAP United Nations Economic and Social Commission for Asia and the Pacific  

Source: FPRI (2014) 
 

 In conclusion, if the above six strategies are implemented with coordination 
between departments under the Ministry of Industry and related organisations (Thai 
and foreign), they will lead to the development of Thai future industries that better 
correspond to ever-changing global and regional dynamics at the macro level: an 
important ingredient for raising national competitiveness and thereby pulling the country out 
of the middle-income trap.  In addition, if the tactics listed in the action plan of the 
pioneer industry (green material industry) are closely followed, linkages and 
integration (horizontal and vertical) among stakeholders of this future industry in the 
form of cluster will be strengthened.  Especially if the inputs from neighbouring countries 
are utilised accordingly to their competitive advantages, the roles of Thai producers will be 
successfully transformed from OEMs to ODMs and OBMs.  The action plan for the green 
material industry thus serves as a role model for generating similar action plans for the other 
four future industries. 
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