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Abstract
Project Code: RDG RDG&&&ooblo
Project Head: Dr. Tanapat Sangaroon

Email: tanapat s@bu.ac.th; uncleum@yahoo.com

Duration: @ September boelb — ex March boec

The three main objectives of this research are @) To seek prototype and the
approaches that lead Thai farmer enterprises of herbal products to create international supply
chains ) To identify barriers and challenges that impedes the farmer enterprises to develop
collaboration with trading partners so as to enter international market and ) to find
supportive conditions and business environment provided by societal partners in order to
facilitate the construction of international supply chains for farmer enterprises. To address
these objectives, we mainly obtain the data through the survey of documents and the
interviews with all stakeholders; including farmer groups, SMEs enterprenuers, government

officials, and academia.

The findings show that the existence of the international supply chains is rare. The
case study results showed that four preconditions are required prior to the creation of
international supply chains for farmer enterprises; strategic vision and leadership, networking
and collaboration with societal partners and research institute, ability to absorb new idea
and create new design and spcial identity for their products and service, and the existence
of intermediary trader who generate demand pull and draw supports from societal partners
to cultivate relationship with trading partners in foreign partners.

With respect to the barriers impeding potential farmer enterprises to construct their
international supply chains, the study found two main challenges; the lack of
innovation/niche development and need to strengthen collaboration between farmer
enterprises and intermediate trading partners who have influence and access to markets.

According to the analysis of data obtained from discusstion with various stakeholders,
the key recommendation is that the government provides supports on partnering farmer
enterprises with intermediate trader as well as with academia and other societal partners.
The readiness of business environment will assist the farmer enterprises to effectively
respond to customers’ preference, standards, and requirement.

Meanwhile, farmer enterprises should be enabled to generate creativity, identity, and
niche products. A key factor that enables farmer enterprises to adopt the concept and
develop international supply chain is the utilization of interlectual property rights. All in all,
the study highlighted that demand pull and supply push are critical factors that facilitate the

creation of international supply chains in the farmer enterprises.
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Paper presented to “The Second Sino — Thai Strategic Research Seminar 2013”, Xiamen, 17-22 October 2013

STRATEGIC PARTNERSHIP TOWARDS INCLUSIVE GROWTH: THE ROLE OF
SINO-THAI SUPPLY CHAINS

FAIKHUM THIRAPORN AND DR. TANAPAT SANGAROON

ABSTRACT

China has made tremendous progress in transforming the economic growth pattern, making it
more people-oriented, sustainable and environment-friendly. With China’s large and growing
levels of Official Development Assistance (ODA) and Outward Direct Investments (ODI) around
the world, China will, by its policies and actions at home and abroad, play a central role in
shaping the future of economic development in developing countries around the world. Towards
the balanced and inclusive growth, Thailand could also share a common vision and collective
effort with China. This can be done through jointly development of supply chain linkages between
entrepreneurs in both countries, as well as together with neighboring countries in Indochina.

Based on the national strategy, Thailand aims to increase proportion of SMEs in GDP for more
than 40%. Ministry of Commerce (MOC) of Thailand is assisting SMEs to create innovation and
additional value so as to uplift livelihood among people at large and reduce economic gap between
urban and rural areas. One of our strategies is to strengthen and to expand local supply chains
between SMEs and Thai larger enterprises, as well as those in potential markets, through the
promotion of corporate social responsibility, social enterprise, and fair-trade for income distribution.
In this Seminar paper, I am discussing on the possibility to realize the inclusive growth through
international cooperation in creating international supply chains between Thailand and China.
Using the case of herbal and healthcare tourism sector as an example, the paper elaborates how
Chinese enterprises could contribute to inclusive growth by integrating SMEs both in China itself
and Thailand into their supply chains. This can be done through activities, such as joint product
planning and development, supplier development, and collaborative marketing. However, this
strategy needs supportive measures from governmental agencies and other stakeholders to
develop the regional supply chains for sustainable development. The paper will also highlight the
role of inter-governmental partnership under a Memorandum of Understanding between Thailand’s
MOC and China’s State Administration for Industry and Commerce in empowering SMEs, micro
enterprises, and creating supply chains for inclusive growth.

Introduction

This paper reports ongoing outputs of a research project on creating of international supply chains
with special interests on inclusive economic development. The research investigates the
application of the concept of supply chain management for inclusive growth as a tool to enhance
business competitiveness as well as livelihood among farmer group/organization, using the herbal
products and related healthcare tourism as the sector to exemplify actual situation.

In the first part, the paper will illustrate how Thailand and China could develop joint effort
towards ,jinclusive economic growth’ highlighted in both countries’ national plans. Subsequently,
the paper presents results of literature review on the concept of inclusive supply chain
management (ISCM). Based on literatures and opinions gained from interviews with academia,
governmental officials, international traders, and community-based entrepreneurs, we illustrate
how the corporate practice of ISCM can be a way to bring about the inclusive growth policy in the
business operation, using herbal and healthcare tourism sector as the example. The last part
discusses on measures that business sector needs from public stakeholders so as to facilitate
supply chain partnership between China and Thailand towards the inclusive growth.

Strategic Linkage between China’s and Thailand’s Inclusive Growth

For newly industrialized countries like Thailand, its economy is heavily export-dependent, with
accounting for more than two-thirds of its gross domestic product (GDP). With the fact that there
have been economic decline in Eurozone, slow growth in Japan and the US as well as in China,



the Thai economic situation has been difficult and need revision of strategic direction in the
long run. Consequently, Thailand’s 11" plan is set as a medium-term strategic plan, setting out
that the economy is based on self-reliance and escape from middle-income trap, careful utilizing
cultural identity. Meanwhile, more importance will be placed on upgrading of quality and value
creation, as well as those of triple bottom line of environmentally-friendliness and contribution to
social welfare. While economic structure has been shifted in which trade in services is emerging as
the key sector of Thailand’s GDP, industrialization along with integration with Indochina
neighbors is also a top priority that the country has to achieve. From these visions, Thailand’s
development planning has adopted the concept of “Inclusive Growth” which has been projected as
the strategic pillar of our current 11" five-years national plan (2012-2016). This economic
development approach basically means “broad based and shared growth”. This includes growth
with careful use of natural resources, moderating economic disparity by more involvement of
low-income people into value chains. Accordingly, the Ministries related to economic
development has been placing much emphasis on development of SMEs, aiming to increase
proportion of SMEs in GDP for more than 40%. Ministry of Commerce (MOC) of Thailand, for
example, put much effort to support SMEs’s development.

In the same way, China’s economy has adopted and play a leading role in pursuing the green/
inclusive growth. Based on China’s perspective, inclusive growth means to spread the benefits of
economic globalization ‘among all countries, regions and people’ and to balance economic and
social development with environmental costs. In China’s 12" Five-years Plan (2011-2015),
inclusive growth became the buzzword aiming to let broader range of people to share the fruits of
trade in a fair manner so as to lift-up a higher living standard.

Interestingly, the Chinese perspective also encompasses the idea that ‘a country's growth should
not restrict or hinder the development of other countries’. China has thus been improving income
distribution mechanism and approaches of international cooperation that put more emphasis on
Outward Direct Investment and south-south economic cooperation, rather than merely financial
aid and technical assistance. Accordingly, the 12™ five-years plan is not only leading China to
long-term prosperity for the entire people of the country, the plan also gear direction change in
other Asian economies as well.

Therefore, to realize inclusive growth in Thailand, one way is to deepen collaboration with China.
In the leader level, strategic linkage on inclusive growth has already been implicitly established
through the visits and policy dialogue between public policy’s decision makers. Along with these
ongoing policy changes, mutual endeavor should be placed on bringing about institutional
adjustment and market-driven force for the inclusive supply chains between the two countries.
This transformation involves interplays between public and private sectors in fostering joint efforts
between upstream and downstream trading partners. In this way, practical actions of inclusive
growth policy and tangible outcomes could be effectively achieved.

Partnership for inclusive supply chains: an illustration from herbal and healthcare tourism sector
Managerial practices have been initiated to assist business organization to realize the integration of
people, planet, and profit dimensions of growth. Inclusive supply chain management (ISCM)
can be among the initiatives to enhance firm’s contribution to societal and natural environments.
In addition to enhancing the firms’ financial gains, ISCM concurrently support job creation and
income distribution, as well as greening/sustainable use of natural resources. These roles are
becoming a corporate function that in turn can yield long-term benefits and good networking and
relationship with external stakeholders. In the context of Sino-Thai supply chain, large firms from
both countries should be motivated and facilitated to create/strengthen collaboration with their
customers and suppliers in the way towards inclusive growth in both countries. Despite the
synchronization of development strategy in policy level and potentials of ISCM practice in firm
level, public and private actions seem be lacking to supports actual implementation of the practice.
Research Methodology

Through literature review and interviews with concerning stakeholders, outputs of our ongoing
research project are obtained and being analyzed. The fieldworks to investigate the existing




pattern of ISCM have been conducting since June — September 2013. Based on marketing potential in
international market, herbal products and its related healthcare tourism were chosen as the sector to
illustrate how Thai goods/services from farmer enterprise/organizations could be upgraded and access
to international markets such as China and AEC, through collaboration among actors in supply chain.
Prior to the interviews, we found farmer enterprises that have been working in the way that is
similar to ISCM and also linked to China through export and tourism supply chains. Several semi-
structured interviews have been conducted with key players along their supply chains, including
member of the farmer enterprises, university’s school of traditional medicine, producer of herbal
products (such as spa, beauty, supplementary foods, and pharmaceutical medicine), exporter,
retailer, Thai traditional medicine hospital, and healthcare tourism entrepreneurs. Based on
information gained from two geographical contexts (Baan-Dongbang Farmer Enterprise in
Prajinburi Province and Herbal Business Group in Baan-Kiriwong in Nakornsrithammarat
Province), possibility and challenges to promote wider adoption of ISCM in other contexts
(provinces) were studied, with the ultimate goal to identify support and policy measures from
public stakeholders.

[lustrating the Structure of Supply Chains

The literature review showed that the Porter’s concept of value chain is a clear framework to describe
how actors are linked as a chain and contribute to additional value of product/service in order to
supply customer’s need with satisfaction, quality, and competitive cost. In herbal and healthcare
tourism sector, firms consist of many related partners in a value chain. We outline the structure of
the chain through the figure below, showing supply chains of different goods and services.

Tourist

Dealers
Hotels

Suppliers

----- : Direct sale

— : Vertical relations: distribution channels supply inputs

1 : Horizontal relations: branches, hotel chain, association/ group
<2 : Tourist destination/ contextual conditions

Figure 1 Herbal and Healthcare Tourism Supply chains
(Adapted from Sorensen, 2004)

It is noteworthy that supply chains in tourism sector are vary. Traditionally, a supply chain tended
to start with the tourist who books a trip via a travel agency, and the trip is organized by the a tour
operator who in turn has dealt with the transport, accommodation, excursions held at tourism
destination. It was the impact of internet and online-reservation systems that enabled tourist to
access to tourism firms directly. Since the late 1990s, the information technology has largely
taken over the traditional way of marketing, booking, and sales. Tourist can individually books a
part or the whole trip package via internet without using any intermediary. As a result, the role of
distributors, to some extent, has been taken by the producer or service providers. Therefore,
inclusive supply chains in tourism sector should not be viewed using one prototype with tour
operator and travel agency at the main actors of the chain.

In addition to the vertical relationship of the chain outlined above, local authorities and other
social network may be also considered as key actors. This is because governmental agencies and
other organizations have an important role to play in developing and governing the agricultural
extension and tourism development where the farmer enterprises depend upon. Therefore, ISCM
is the interplays between public and private sectors.



Literature review found that promoting ISCM in farmer enterprise can be a strategy position for
inclusive growth. As a farmer community-based business, farmer enterprises of herbal and
healthcare tourism mainly can generate market for local production which may employ small-scale
farmers, housewives group, young and unskilled labor, thereby creating supplementary source of
incomes and better livelihood. The pro-poor supply chain initiatives in Gambia, South Africa and
the Caribbean, for example, demonstrate how farmer enterprises play role in alleviating poverty
and crime through the link with other domestic and international trading partners.

Data from interviews show that farmer enterprises can develop their capabilities and access to
Chinese market for their organic herbal products and tourism services through closly working
together with Thai trader companies and Chinese counterparts. The common steps and activities of
ISCM are 1) collaborative market planning between the farmer groups, community enterprise,
domestic trader, and distributor/travel agency in China 2) quality and innovation management to
meet customer’s demand and international standard 3) development of farmer/rural entrepreneurs
in order to prepare them to become a part of international suppliers

Institutional Supports for Demand-pull and Supply-push

To promote international supply chains between China and Thailand, many issues have been
found as the key preconditions. The results of fieldworks are in line with those found in previous
research relating to export and tourism supply chain empowerment for rural economic development.
The preconditions are, for examples:

1. High-level consensus and active working mechanism

A key institutional factor that paves the way to international supply chain, and Sino-Thai supply
chain in particular, for inclusive growth is policy dialogue and commitment between national
leaders as well as high-level executives of concerning Ministries. China and Thailand should also
establish joint statement and formal working-body to facilitate the development of inclusive
supply chains between the two countries. Case studies from EU-Africa and EU-South American
supply chains for sustainable development similarly highlight the need of ,chain governance’ to
oversee and facilitate business environment suitable for micro and community-based enterprises
to step further into foreign markets. Further, the inter-governmental framework, such as the
five-years plan under the EDBETC (Agreement on Expanding and Deepening Bilateral Economic
and Trade Cooperation), Memorandums of Understanding (MOUs) between Thailand and China,
as well as China’s promotion of Outward Direct Investments (ODI), could also be employed as
frameworks for discussion and establishing closer cooperation on linking SMEs and community-
based enterprises between the two countries. Based on the MOU between the China’s State
Administration for Industry and Commerce, and the Ministry of Commerce of Thailand, for
example, the agenda on how to support inclusive supply chains between two countries could be
discussed and implemented.

2. Incubation of rural entrepreneurship

The members of a farmer enterprise must be able to foresee business opportunity of expanding
their production of primary goods into exporting and service businesses. The local knowledge
institute and governmental agencies should help the members learn such entrepreneurial attitudes
and business planning through research-based/thoughtful investigation of a business idea.
Meanwhile, Sino-Thai cooperation on public procurement of community-based products and
services can be used as a tool to support initial purchasing order and good corporate profile for
further marketing, including international market.

3. Innovation and value creation support

University and governmental partners should put further effort to develop networking with their
counterparts in China. The case studies from the two provinces show that intermediary
organizations are needed to link the farmer groups with international partners. This can be learnt
from the cases of the creation of export supply chain for jatropha in Tanzania, cashew in
Mozambique, and shea nuts in Mali (see more in Chain Empowerment: helping farmer to develop
market by the Royal Tropical Institute, the Netherlands).




CONCLUSION

The outputs of ongoing research relating to international supply chains for inclusive growth
provide key lessons relevant to the fostering of Sino-Thai inclusive supply chains:

1. China and Thailand share a common vision and strategy to distribute economic opportunity and
uplift quality of live for their population at large. Importantly, China’s inclusive growth policy
also implies that cooperation can be given to those economies in the Asian region that are keen
towards the inclusive growth. Nevertheless, practical steps and joint efforts have not yet been
explicit, despite of existing agreement, MOUs, and China’s ODI.

2. Chinese and Thai companies could contribute to inclusive growth by integrating small and
micro enterprises (e.g. farmer enterprise, artisan group, cooperatives) into their supply chains
through the practice of Inclusive Supply Chain Mangement (ISCM) that aims to balance three
dimensions of bottom lines. ISCM includes basic process: joint product planning and development,
supplier development, and collaborative marketing. As a strategic management practice, ISCM is
contingent to capability building, and facilitation measures provided by chain members and
societal partners.

3. Three key preconditions have to put in place so as to foster the inclusive supply chain between
the two countries. This include 1) the joint statement of national leader level and working group to
implement governmental measures to motivate and facilitate ISCM, 2) the active role of research
and learning institute network to nurture readiness among small and micro enterprises prior to
their vertical integration with business actors in the chains (e.g. trader, distributor, Chinese
importer, and tourism operator/travel agency), and 3) the public and private partnership to identify
opportunity to innovate and utilize local resources to create value and branding.
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