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Gems and jewelry have always been at the topeot ttai export list with 73% of
its GDP derived from this source of income. Theaxeehbeen 5 research studies over the last
13 years studying recommendation strategies fomnthestry capability development. All of
them have predominantly employed macro-analysisrteyg the total situation and general
atmosphere of the industry and recommended stest@gi antidotes to what the industry
lacked or resolved threats by leaping befits froengrevailing opportunity of what the industry
was good at. This research offers a new perspeuayiv®mbining a micro-analysis of the
industry business activities onto the equatiomtiidate the reasons why such phenomenon
occurred in order to determine a precise set afexties for the industry.

This research paradigm is constructivist with alig@tive research design using a
phenomenological research strategy with open-eadetl-structured interviews by pre-
coding the interview guide and document study Biadnquiry. Seven industry experts who
represent 4 main industry segments were purpostdgted to participate in the session.

The 5 research studies were thoroughly studiedobyment review and arranged into a time-
series analysis either in form of the SWOT analgsishe local industry or the world industry
settings. The findings from this research are weatg the industry database at the 2 levels.
The research uncovered that the majority of thestig members are SMEs and their business
activities are OEM and as subcontractors. Firgpn strategic formulation, the TOWS matrix
revealed the strategic direction by its situaticar@lysis suggesting that Thailand become

a free port trading nation for gems with a certesdigovernment department to supervise
the industry. Secondly, positioning analysis frdma world market structure suggested

the world industry is a fragmented market and recenmded a set of 5 strategies based on
Thomson and Strickland (2001). These strategies Wwrgulated with the participants’
recommendations. In retrospect, both the worldlacal markets are fragmented; therefore,
the government, as a major player in the industiguld enhance competitive capability

development at the same time as managing the egonom
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CHAPTER 1
INTRODUCTION

Background to the study

Thailand is having a similar pattern of exporwvdri economy like many
countries around the Pacific Rim region. Its petage of exports to gross domestic
product (GDP) has been averaging 73% over 5 yeams 2009-2013 (Worldbank,
2014). This remark is supported by the ex-primeisten, Miss Yingluck Shinawatra’s
special lecture, Visions on Economy in 2012 at Mag&oom, Dusit Thani Hotel on
February 1, 2012 that “Thailand economic systemeligng on the world economies
more than domestic economies. Our GDP base is @daht 10 trillion consisting
of income from export as high as 70% and 20% fremekstic consumption or
government spending” (Vision on Economy, 2012) s&tatement tells us
the structure of our Thai economy by indicating howortant export sales are to our
country.

From the Top 10 Thailand Export List (2014) core@iby the Information &
Communication Technology Center, Office of Perma&i@scretary, Ministry of
Commerce, gems and jewelry industry has primaelgrba source of income for
Thailand and is ranked®n export sales till 2013 after being overtakerplgrol
exports. The export sales during 2011-2013 welellion USD 12.30, 13.15, and
10.09, respectively. In comparing the export saliés the first and second ranked
counterparts, the automobile industry and the cdenpadustry, respectively,
the gems and jewelry is an industry belonging taigland it is quite clear that
the industry is considered an important industrguonation.

Government intervention is crucial as a drivingcéofor this industry
as there is apparently no industry leader to gaide set trends for industry
development. The industry is predominantly smatl aredium enterprises (SMES).
There were 15,777 members involving 865,656 peiopk®10 referring to the journal
article: “Thai Gems and Jewelry Industries Censwgelet (2010) conducted by
University for the Thai Chamber of Commerce-UTCETbe Gem & Jewelry
Institute of Thailand (Public Organization) in 20Based on this information,



the labor forces in this industry are substantia enportant to the Thai economy.

With reference to another journal article: “Thealysis of Strategies for
Developing Thai Gems and Jewelry Industry”, 201Diyangpastra, Chulalongkorn
University, there are 9 policies from various gaweent sectors stressing on
the strategic implementation of gems and jeweldustry development. However,
the main government policies that are directly gnagthis industry are the National
Industrial Development Master Plan 2012-2031-NIDMRhe Office of Industrial
Economics-OIE, Action Plan for SME Promotion: Gesnsl Jewelry Industry
(SMER) by Office of Small and Medium Enterprisesraotion (SME) conducted by
Thammasat University in 2012 (Leowpiroj and Dhantdath, 2012), and Gems &
Jewelry Industry Strategic Development Plan 201472@ITR) by The Gem &
Jewelry Institute of Thailand (Public Organizatie@)T researched by
Chulalongkorn University in 2013 (Duangpastra, 20I8e first two government
offices are under the Ministry of Industry and thed is under
the Ministry of Commerce.

OIE sponsored three prominent public universii@sang Mai University,
Chulalongkorn University and National Institutel@évelopment Administration to
do the research in order to use the study to frapniae NIDMP basing on three
research studies were done on separate occasioiasigMai University originated
a vision statement on the research study in 20@2amote “Thailand as a Gems &
Jewelry World Center” under its research titled @¥er Plan for Gems and Jewelry
Industry” (OIE 1). This goal has been adopted bgtodthe institutions both public
and private sectors alike in the industry. Chulgkmorn University did a research
study called “Development of Comparative IndustbDatabase Project to Enhance
the Gems and Jewelry Industry Competitive Advarité@¢E 2) in 2010 with the aim
to develop a comparative database as a benchnraghefgems and jewelry industry.
The National Institute of Development Administratiproposed a fresh approach to
strategic development under the concept of creattemomy on the Strategic
Development Project for Enhancing Creative Econ®uotentiality in the Fashion
Industry (OIE 3) in 2014. All of the research skeglmade strategic recommendations
to OIE.

The research for OIE, SME and GIT was mainly stmexd by Michel E.
Porter's Model and theoretically made several sgjiatrecommendations arising



from their macro-analysis on external and intetiadensions of the industry.

Their policies were effectively implemented witlkethim to achieve the goal of
becoming the world center. Their macro-analysidifigs did not proportionately
combine the nature of the gems and jewelry busiaetgity and its settings that is
micro-analysis into their equation of strategiaviatation systematically. This research
is an attempt to study the nature of the industisiress activity and its settings
in-depth by considering the available macro-analfisdings from these five research
studies in order to make strategic recommendatmmhe industry competitive
capability development.

Statement of the problem

Resulting from the pilot study on the above fiegearch studies and
the NIDMP, the researcher found many points ofrtassumptions, findings and
recommendations are hypothetical and challengipgciBcally, the challenge is on
the notion of their strategic development heawllying on macro-analysis employed
by these leading academics during the period oRZW1 3. Some of their strategic
recommendations were crafted in response to ingustaknesses based on their
SWOT analysis by ramifying from the findings with@ounterbalance with the nature
of SME where the gems and jewelry industry is a@adding in. There are some
examples of this type of the case. At this stage,éxamples of the same kind are
brought to reference. The SMER recommended the GHoisal Trends Project to
become a trend setter for world and regional jeyigshion. The similar strategic
direction coincidently occurs on OIE 3. OIE tooksthtrategy to the extreme by
pushing forward the issue on the NIDMP by citing threction of gems and jewelry
industry development on page Kor. 34 (The MinistrfCommerce, 2015),
“to develop country distinctiveness capable of gieisig product with its own identity
in order to become fashion trend setter”.

There are a few more points to mention from thet study as one
of the research methodologies was problematiceasuhvey on OIE 2 cannot be
generalized to the total population due to the legponse rate of the selected
categories as well as some of the other reseastimgions were skeptical prone
to many challenges. The quote was “in 2001, the@dxalue of the industry was
80 billion Baht with the value added of around d80dm Baht” from OIE 1.



As a matter of fact, most of the raw materials,,ggecious metals and stones,
are imported. These issues among the others anesded further in Chapter 2.

In principle, the macro-analysis is purposivelyreporting the total situation
and general atmosphere of the industry. It dogsgpsrto some extent reveal
tendencies that might be developed in the futuoavéver, this macro-analysis
does not tell the supporting reasons behind thissideccausing such a change.

The elements of the nature of the business actwit/settings in the form of micro-
analysis of the industry do. On the one hand,iflaential micro-analysis factors

are from the people in the industry and their sgti On the other hand, it is also
framework of practice for every party in the indygb perform across from supplier,
producer and customer as the industry norms iomits accord. In sum, it is necessary
to link macro-analysis in scrutiny with the microadysis coming into terms of

formulating industry competitive capability devetoent.

Significance of the study

The usefulness of this research is three foldtllyjrthe findings will bring
about an understanding on the nature of the geochgearelry industry business
activity as well as providing a framework for futresearch on this industry. Secondly,
the findings will present coherent views from legglinstitutions across the sub-
industry within the gems and jewelry industry oa thdustry competitive capability
development. It may call for attention of all conmesd parties to review their stance
on the issue. Lastly, the study recommends stedegidevelop competitive capability
formulated from the macro- and micro-analysis thidithelp to improve policy and
practice.

Theresearch questions
The study is in search for a consensus on theaafuhe gems and jewelry
industry business activity and its settings onahe hand and compositions of
sub-industry making up the gems and jewelry ingustr the other. Together with
the proposed goals and recommendations enquiredsub-industry members
of the gems and jewelry industry yet to discoven&nts would facilitate establishing
criteria to review the industry strategy. Hence, tiree central research questions are:
1. What is the nature of the Thai gems and jemalisiness activity?



2. What is the nature of the business activigvting micro-analysis for
competitive capability development?

3. What are the strategic recommendations toldgwempetitive capability
formulated from the macro-analysis and the micralgsis to promote the Thai gems
and jewelry industry achieving sustainable growth?

These research questions are supported by theesgarch sub-questions
below:

1. What is the world gems and jewelry marketcitrre? And what is
the Thai gems and jewelry industry positioningte world market?

2. What are the Thai gems and jewelry industmpetitive advantage
developments ?

Pur poses of the study

Purposes of the study are:

1. To explore the nature of the Thai gems analgwbusiness activity that
is important factors influencing the direction bétindustry development.

2. To seek opinions on the notion of competitapability in relation to
the nature of business activity from various exgrared parties who have vested
interests in the Thai gems and jewelry industry.

3. To describe the proposed strategic recommemsafrom the study.

Scope of research

Based on export sales report prepared by ther@#@bon & Communication
Technology Center, Office of Permanent SecretaeyMinistry of Commerce,
the gems and jewelry industry is categorized ingpdups. Three groups are raw
material providers: gold scrap, gemstones and syicthand two groups are jewelry
makers: fine and costume jewelry. This study da#snctlude costume jewelry and
synthetics. This is due to the reason that thegmops of export sales are relatively
small making up less than 5% of total export amrthroduction and distribution
channels are operated differently than the gemstand fine jewelry. The structure

of the gems and jewelry industry export sales @shbelow:



Table 1. 2014 Thailand gems & Jewelry exports

2014 Thailand gems & jewelry exports Million USD %
Gemstones 2,784.60 27.62%
Fine jewelry 3,853.60 38.23%
Costume jewelry 406.5 4.03%
Synthetics 118.4 1.17%
Gold scrap 2,917.20 28.94%

Total million USD 10,080.27100.00%

Sources: Information & Communication Technology teenOffice of Permanent

Secretary, Ministry of Commerce (9-1-2015)

Please note that gold scrap is melted jewelrypsarathe form of dole mainly
from gold shops and pawn shops around Thailandreegbto be refined for 99.99%
gold bar. This business has surged since the gmel became volatile for the last few
years. Indeed, these figures do not include thdfigred cross border trade where
jewelry and gold bars are easily smuggled acrossdns to neighboring countries.
On top of this, these figures do not include Igealelry consumption both
the traditional 96.5% gold ornament, and fine gems$ and diamond jewelry.

In general, the sub-industry is defined by theireabf its business activity
as metals, gemstones, manufacturing, and tradimgldcal trading activity of 96.5%
solid gold ornaments is included in the study adférs a high potential for export,
particularly to neighboring countries, and it inve$ a number of workforces.
This research focuses on four main core actividfegbe sub-industries whereas
their supply chain activities are starting fromgtwot design, material procurement,
manufacturing and distribution. Even though theigaddded are made at
the distribution level while the gold scrap expanite is marginal, but the metal
refinery function is significant in terms of econiesand environmental contributions.
Ability for a Thai to refine gold and silver to tleertified level of London Bullion
Market Association (LBMA) would enable Thailandgobstantially reduce gold bar
and silver granule imports either for domestic congtion or making jewelry for

export.



Limitations

There are limitations to consider as the resedashexcluded the costume
and synthetics from the scope of study as theyairsignificant to total exports.
However, these two might have “unforeseen contidimst' to the industry one way
to another yet to study. Moreover, the gold mirsegtor is also not included in this
study since there is only one operative gold minthé section, namely Akara Mining.
The other mine called Tungkham Mining has been teangdy closed due to
an environmental dispute with locals and non-gowemt organizations (NGOs).
The gold mine produces in form of dole is totathperted in the form of scrap as per
the Chief Operation Officer’s lecture given on Haninar that the researcher attended
in late October 2014. Apparently, the dole expantf this mine is less significant to

total scrap exports.

Conclusion

The gems and jewelry industry is one of the talegmding export sectors
that several governments have been promoting foryrgaars till the present
administration. This industry provides a sourcéncbme to the country via export
as well as associating with high employment protspecThais. Government
intervention is utmost importance to the indussyttee gems and jewelry industry
is fragmented consisting mostly of SMEs. A numianraversities have conducted
research on the industry for government offices@urtalic organizations
in consideration for their policy formulation tovdathe industry development
particularly to strengthen its competitive cap#pillhese five research studies strictly
followed the path of the macro-analysis disciplifbese macro-databases were also
used for data interpretation and subsequently bec¢hair strategic recommendations.
This research left out taking unless otherwisedlittde bringing the part of industry
micro-analysis for contemplation. Their stratedi&ns were then tended to “cure
the weaknesses” of the industry rather than tafoece the foundation” fundamentally
that is what the industry is standing. This rede@&do explore the nature of the Thai
gems and jewelry business activity that may hawn lportant factors influencing
the direction of the industry development and wmppse strategic recommendations

for developing the industry competitive capability.



CHAPTER 2
INDUSTRY AND GOVERNMENT POLICIES

To understand the macro views of the gems andgwelustry helps
to find the relationship of the government polidieshe industry. The relationship
is defined as co-existence of their mutual benefitgressing upon the industry
development. It is known by now that governmengmention is the utmost
importance and desirable for the industry that Sidieslominate. It is vital to have
precise strategic plans to aid and thus suppointhestry members on a timely basis.
Since government intervention is crucial to theustdy development, it is certainly
necessary to learn how the policies were formulatedhat grounds and
assumptions. This chapter will guide you througlugtof the industry in relation
to the government policies.

Industry structure

The gems and jewelry industry by definition to @K 3 embraces five
main business activities in the form of the supgigin shown in Figure 1. There are
two streams of raw materials to begin with, whiok stone mining and precious
metals mining. The raw materials are cultivated lrmaight to the processes of
semi-fabrication to become intermediary producéslyefor jewelry production.
In this case, the rough stones are sourced arehduthe doles are refined and cast for
mounts. Then, those intermediaries go through tbdyztion processes for different
classes of products either hand or machine madeuBts are categorized into four
classes: high-end, medium-end, low-end and miermdtr Sometimes, products are
classified into three types by physical looks: geldelry, silver jewelry, and diamond/
gemstone jewelry. The gold jewelry is simply th88e5% solid gold ornaments for
local market and cross border trade to neighbaroumtries. The silver jewelry and
diamond/ gemstone jewelry are mainly for the expmatket and diamond jewelry has
recently become popular in the domestic marketdirbdesign and development is
a catalyst to enhance value of the jewelry pieglet from the stage of semi-fabrication

to manufacture, i.e., fancy cut and mount desigmlfy, the finished pieces of



jewelry will be sold at various types of distributi channels to consumers.
These business activities are bounded by three op@rational activities: quality

control; packaging; and logistics (see Figure 1).
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Figure 1 Gems & jewelry industry structure (9-1-20/.194)

This diagram also shows where most profit is nfeal@a distribution,
product design and high-end jewelry. The Thai gantsjewelry industry covers
most of the activities on the diagram in exceptmstone and metal mining and
the overseas distribution channels of wholesalidygepartment stores even though
some may claim that Thailand has gold mines ancegmmoducts are branded and
being distributed worldwide. However, these adigtare too minimal in comparison
with the world gems and jewelry industry by larBéease note that the US and
European department stores and superstore maskandigers are doing jewelry
sales under their own brand. It is interestinglso aote that the non-store retailers are

TV shopping, catalogue or mail order, and e-commerbe product development,
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quality control and logistics are normally assirtiilg to the main operation of
the four main business activities: mining, semiriedttion, manufacturing, and
distribution. These four business activities cauattia sub-industry by their own rights.
For ceful external factors

The most influential factors to affect the indysire fundamentally
the world and domestic economy. Prior to discussiothe effect of external factors,
it is crucial to understand customer perceptiongamelry. There are a split of
perceptions on jewelry and ornaments of the Ea$tlaa West. In general, the locals
look upon gold jewelry having a high gold conten®@.5% as afinvestment”
to express one’s socio-economic status while thet\pMerceives jewelry as
a fashionable luxury product. The local social eaiowards gold jewelry remains
with the full scale introduction of diamond jewefpgnetrating into the local market
for the last 10 years at shopping malls and depantrstores on the working women
segment. This phenomena does not weaken the donsioeial value but diamond
jewelry is an additional items of one’s fashionaddgment rather than replacing
the gold ornament since the gold piece can beaadocal goldsmith or pawn shop
on the price of the day other than the diamond gweElowever, the alternative
investment of gold bar has temporarily crippledgb&l ornament market for the last
4 years. At present, the situation of gold ornantemsumption resumes as the price
of the gold has plummeted recently.

Generally speaking, jewelry is somehow considased luxury product.
People tend to cut spending on jewelry over therotiecessities on the verge of
an economic downturn. Even at the height of thenegoc boom, there were some
substituted products lining up replacing its demang., electronic gadgets, cosmetics,
apparel, and so on. The world jewelry market hanladfected by the price of gold
surging as that is the major cost of productiore phice/ oz. went from USD 412 in
2004 to its highest at USD 1,900 in 2011 and isezuty at USD 1,200 as shown in
Figure 2.
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Figure 2 Gold price 2004-2014

This phenomenon resulted from the world crisististg from the subprime
mortgage crisis in the USA when the Thai major jeyvmarket swept through EU
markets accentuating the Japanese market whichedwasin economic stagnation
over the last 10 years. Please note that the ¢gstld makes up by average almost
half of the cost of a jewelry piece on the mediumad-gwelry. This class of jewelry
is what the NIDMP targets to develop the Thai gamd jewelry industry to be
specified on page Kor. 34 and Thais are currergbydgat this segment. Apart from
this high raw material price, the economic crigsishe West has given rise to the THB
strengthening and fluctuating on the high side ekisrperiod. This economic chain
reaction has made a piece of jewelry more experbasm ever. The situation of high
raw material costs, a slump in export destinati@nk®ts and currency turbulence
have overshadowed Thai export sales for many yAarmentioned earlier, the Thai
economy relies on export income as its export td*Gcertainly high. The Thai
economy has immensely slowed down coupled witlsitie effects on the aftermath
of the popular policies has hampered domestic spgndhis industry is at
a crossroads as there has just been a sign ofrieotal economic recovery in the major
markets recently. These factors should be necéstaliken in consideration of

the industry analysis for the policy formulation.
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Thevalue of the gemsand jewelry industry

The value of any industry is normally measuredhigyend user sales sales
according to the marketing valuation method. The @ser sales sales in this sense
are sales through domestic sales and oversead egpes. Unfortunately, there is
only export figure available as an official recovtile the domestic sales figures are
unknown as there is no published report availalie. export figure is extracted from
the Information & Communication Center, Office @drmanent Secretary, Ministry of
Commerce with collaboration from the Customs Deparit as shown in Table 2.
Discussion in this section begins with domestiesand is followed by export sales.
Domestic sales consists of at least 3 major saliegories as follows:

1. Nationwide sales from around 8,000 goldsntiihps and counter sales
of gems and diamond jewelry at major departmemesto

2. Sales of jewelry at tourist sites in BangkGkjang Mai, Pattaya, and
Phuket and;

3. Cross border trade to all neighboring coustreg., Myanmar, Cambodia,

Laos, and Malaysia.

Table 2. Comparative import & export during periziall 1-2014

Gem & jewery section
Expressed in USD million (,000,000)
Import turnovers USD million (,000,000)

Code Particular 2011 2012 2013 2014
311010000 Diamond 1,855.78 1,937.36 1,360.30 976.52
311020000 Precious stone 313.98 330.08 338.15 368.78

Synthetic precious
311030000 Stone 86.94 102.11 121.12 132.98
311040000 Pearls 21.15 19.30 23.63 23.27
311050000 Gold 16,464.83 12,378.57 15,056.55 6,612.47

311060000 Silver 996.51 897.09 744.14 566.78




Table 2. (Continue)
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Code Particular 2011 2012 2013 2014
311070000 Platinum 53.21 52.99 53.77 54.02
311080000 Precious metal and 125.16 87.28 125.98 135.46

other metal
311000000 Jewelry including 19,917.56 15,804.78 17,823.63  8,870.28
silver, brass, gold
(total)
Export turnovers USD million
(,000,000)
302001000 Precious stone 2,077.502,115.83 2,448.72 2,784.60
302010100 Diamond 1,461.65 1,492.62 1,675.39 1,852.90
302010200 Precious stone other 604.51 611.39 757.02 917.20
than diamond
302010300 Pearl 11.34 11.82 16.31 14.40
302020000 Atrticles of jewelry 3,692.76 3,767.20 3,725.41  3,853.60
and parts
302020100 Articles of silver 1,540.37 1,519.45 1,603.67 1,694.00
302020200 Articles of gold 1,969.01 2,066.88 1,937.26  1,899.80
302020300 Articles of precious 183.38 180.87 184.48 259.80
metals
302030000 Imitation jewelry 354.00 375.02  362.37 406.50
302040000 Synthetic precious 116.41 119.22 139.84 118.40
stones
302050000 Unwrought gold 5,897.30 6,637.62 3,272.51  2,779.70
302060000 Other article of 163.13 132.66 136.52 137.50

precious metals clad

302000000 Precious stones &  12,301.10 13,147.55 10,085.37 10,080.27

jewelry (total)

Sources: Information & Communication Technology @enOffice of Permanent

Secretary, Ministry of Commerce (18-1-2015)
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Goldsmith shops are mostly single owner shopsrdttan company limited
which compulsory less required doing proper accdfilimg. Accordingly, their sales
are not available seemingly to the cross bordeetthat is mainly unofficial trade.
Duangpastra (2014) gave a lecture on his resesrdim@is on the cross border trade
at the Tawana Hotel that, the value of estimatgobexXrom Thailand to Myanmatr,
Malaysia, Cambodia, and Laos are in million THB pear at 569, 2,203, 2,575 and
959 respectively. The official cross border traglesicorded only THB million 23,
763, 2,539 and 156. None of the gold bars and jgveee declared upon custom
proceedings. These gold bars, gems, diamonds emdiyecategories are prone to be
unofficial trade items as they are convenienthnaeed by hand. The researcher
believes that the value of this industry is sulisthas to combine export sales to
the local consumption, tourist sales and the doosder trade.

The figures on the export sales report are naigitt forward by using them
to calculate for the local consumption. Accordingrable 2, the value of imports and
exports of goods in different categories do notptynmean that local consumption
equals total import deducted export as it is stilsing links of three main databases
to take in consideration. Those databases comipreseutstanding and carried
forward stock either in terms of raw materials gawlelry of the whole country at
the retail outlets; the value of unofficial crosgdier trade either import or export;
or the domestic sales from the gold shops and sakb® tourists.

One may notice that there is no jewelry imporegaty on the import list
and the value of exported unwrought gold was végi helated to the tremendous
import of gold bar. The purchase of gold bars rs&v material production of both
export jewelry and the local gold jewelry; and &ek for investment. Structurally,
the figure of each category of imports and experlisnot be compared to any extend
other than the purposes of import of the item whaitdvaried and cannot be traced to
confirm the form of its final sales. For examplaliamond might be imported and cut
for either the purpose of trading or manufactuffimga piece of jewelry for either
export or local sales. Therefore, the imported diadhcategory deducted with
the export diamonds will not equal to local constiompsince it can be used for

production of either export or local consumption.
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Furthermore, precious metals are commodity predaict are priced
in USD. It is common to see the gold price go up ttuthe US currency weakening
rather than the gold price increasing. This isipalarly true to the situation during
the world economic recession and recovery. In gftee value of imports and
exports three years ago might not be relevantstoyksar’s figure even compared to
the same USD currency. It is plausible to arguegshkes growth each year could be
resulting from commodity price fluctuation durin@a8-2011.

In summary, data users should take precautiosiofjuhese total import
and export figures even in USD. Needless to semyquioting them for reference
in THB. The figures are then bearing double expesépart from the complex
commodity price, the reference figures will be tepup with another layer of currency
exchange diversity. The OIE 1, SMER and GITR weferring to the export sales
nominated in THB. At first glance of the exportuigs, the Articles of Jewelry and
parts seemed to be stagnated as the export salebban at around USD 3.7 billion
for the last 3 years. Bearing in mind the commogrige effect as the gold price hit
its highest at USD 1,900 in 2011 and incremeni@dlglined to USD 1,200 in 2014.
The same trend applies to the silver price. Folhgythis logical thinking, jewelry
exports have been in fact having sales growth thusmperiod. This is not however
applied to the export of precious stones. The repdf the precious stones is straight
forward. There has been growth of their exportregurom 2011-13 at USD 2.07,
2.11 and 2.44 billion, respectively. Lastly, thédybar imports and the unwrought
gold exports are certainly interesting to studyhey should have the unwrought
export for refinery at all when Thailand has maroria class refinery facilities.
Structurally, all sub-industries are vividly impant and have their roles to play

in the gems and jewelry industry. They have theptxl to grow the Thai economy.

The gemsand jewelry industry members

In order to understand the nature of the studidgest, a simple analysis
tool to categorize samples into groups based dndhmilar properties they share is
in use. Conceptually, grouping is to categorize @neore distinctive characteristics
of the subject to classify. This research confitgdample classification of the gems
and jewelry members based on the Industry Censwducted by UTCC for GIT
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in 2010. The researcher agreed that the UTCC eaptapst of the important attributes
of the people in the gems and jewelry industry Wwhice a labor intensive industry.

It is of the views that there are 3 primary factirthe entrepreneurship of this industry
relating to their size of business activities. Th&sctors consist of the number of
workers; registered capital; and sales determithiegsize of their operation. As far as
the data research from document study is concetineanost difficult factor to identify
and determine is finding their sales. The reseangtepared the data from the UTCC

findings into Table 3 as shown below:

Table 3. Thai gems and jewelry industries censaggpr (Thammaruaksa, 2010)

The Dept. of Applied Statistics, School of Science, University of The Thai Chamber of
Commer ce conducted the project for The Gems and Jewelry Institute of Thailand (Public

Organization) Size of Businessin Operation

Size Characteristics No. %
Big More than 200 workers with registered capitalBr20 380 2.41%
m. up
Medium 51 - 200 workers with registered capital THB 2,615 16.57%
2-20m.
Small Less than 50 workers with registered cafitéB 2 m. 5,425 34.39%
Unidentified Not available 7,357 46.63%
size
Total Business Units 15,777 100.00%

Product categories engaging in manufacturing

Product line Description No. %
Fine jewelry Gold ornament 4,957 31.42%
Gemstone jewelry 3,915 24.81%
Gold and silver jewelry 1,818 11.52%
Silver jewelry 494 3.13%
Product line Description No. %
Total fine jewelry 11,184 70.89%
Others Gemstone/ diamond cutting, Costume jewPlearl,
Others 4,593 29.11%

Total business units 15,777 100.00%
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From 2000-2010, the structure of the gems andljgwalustry remained
very much the same predominated by small and mednterprises (SMES).

The Master Plan for Gems and Jewelry is state@1(pthat “90% of the gems and
jewelry industry production in Thailand are smaltlanedium enterprises (SMESs)”
Based on the UTCC summary report above, thereasellpstantial differences on
industry member structure. It is quite interestimgote that there is little development
in the industry in terms of the size of the bussessin operation while the number of
exports has surged from USD 1,675.10 million inR@OUSD 11,651.82 million

in 2010 referring to the same source of database the Ministry of Commerce. It is
unfortunate that the OIE1 report did not tell howny members were in the industry
at the time. It might be possible that there wdwdge been growth in the number of
SMEs in this industry otherwise the “big factoryesd must have grown massively
blowing this out of proportion. It is reasonabléebtieve that, it should be the former
rather than the latter.

Based on the information, the 96.5% gold ornanf@rthe local market is
made up to 31.42% versus 39.47% of the three grolupsoduction for exports.
However, the report has not shown the number okarsrand sales of each section.
It does not mean that the production of the locdd @rnament is in any sense bigger
or smaller than the production for exports. The lnfilocal and export became blurred
coming into terms of the AEC besides there has heesxistence of cross border
trade on gems and jewelry many years back, pemnags before the times of setting
up national borders between countries. There deast two points learned from
the UTCC's research as follows:

1. The main feature of this gems and jewelry stduis a fragmented
industry. The majority of the industry member is Edwvhereas the big factory is
only 2.41% or comprised of 380 factories.

2. Production of fine jewelry is the largest g@tion the categories of
product line as high as 70.89% or 11,184 from 15mMémbers.

It is necessary to learn the nature of the busiaesvity in conjunction with
the industry development, particularly the evolaotad the industry. This missing
jigsaw piece is crucial to fill in the whole piceauof the macro-analysis at least to

answer the question as to why this industry remfaaggmented. Structurally,
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the fragmented industry is having merit in its omays specifically the structure

is dynamic and adaptive to changes with high spfréntrepreneurship. Of course,
its pitfall comes with fund constraints and limitesdbwledge development. This notion
might be a guideline for its future development.

The emer gence of government policies

It should be clear by now that government intermensimply becomes
the driving force of the fragmented gems and jeyvieldustry in the absence of
an industry leader to lead the direction of induslievelopment. Government
intervention through its policy implementation iseoof the most effective tools that
all nations around the world administering thewmamy. Government is the most
powerful institution in one nation having resouraeg., fiscal policy and legitimate
power to exercise through the legislation proceaseéseffective procedures, e.g.,
lawmaking and enforcement by the subtle networthefbureaucratic organs
governing subjects under its sovereignty. The gawent policy implementation
will undoubtedly have a substantial impact to tiduistry and the nation by large.
However, government intervention is imperativelgtraint by international
agreements, legal framework and situation of maliteconomy at the times.

In addition, the government directive policy id tiee only industry driving
force. As a matter of fact, there are various exkfactors that influence the direction
of the industry development, such as the situaifomorld economy, new technology,
market evolution, and the degree of country cortipatiAbove all, the most important
factor of all is really the people in the Thai geamsl jewelry industry and their
properties and capabilities. It is equivalentlyetthat government policy by its
purpose means to benefit the government and thetrgoideally. Nevertheless,
this does not imply that the country, the governhaenl the industry interests are
always interlocking and thus aligned to the samectipbn. In essence, success or
failure of the policy implementation is very muakpa@nding upon collaboration
of the private sector responding such a plan bgndiith immediate and long-term
benefits that may gain from either the public @& gnivate sectors. With reference to
The Analysis of Strategies for Developing Thai Geand Jewelry Industry by
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Duangpastra (2012) provided policy summary of lthlic and private sector are on
the next page.

Based on the table, there are 9 government oféindsl3 trade associations
having their own policies and strategies towardgéms and jewelry industry.
The author commented on his work on page 16 thainfvpublic and private
organizations in Thailand have formulated strateépe developing the Thai gems
and jewelry industry but lacked relevant work plafse promotion and regulation of
the industry is under the responsibility of variauganizations.” Roughly speaking,
it is natural for each organization to have theaaty to select the best strategy to
serve its goals. It is not by coincidence that mgoyernment offices happen to plan
their strategies of different functions to promtite gems and jewelry industry.
In a view, this is in fact a stream line from tfevgrnment directive policy to maneuver

the bureaucratic organs to foster the industry.
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From general observation, the trade associati@playing a supporting
role to the government’s main policies by assertirgyr inherent organizational goals
to realize that they are representing their mem@drs official trade delegates on
stones trade collaboration with various countnreAfrica on the ground of G to G
and overseas trade exhibitions subsidized by govent funding are the two main
strategies initiated by the government office ilatmration with overseas consulate
and those local trade associations to persuadertignbers to participate the fair.
The government is really a spearhead of the ingtstpenetrate overseas markets
either for raw material procurement or marketingngeand jewelry. The Bangkok
Gems which is now becoming a world exhibition ewsas organized by
the government and passed over to the Thai Genw&lde Traders Association to
manage for many years since then. Some associaiemaore actively interacting
with the government than the others due to theiraeveloped work relationship and
network as well as the connection of the head @f&fsociation to the government
and all level of the bureaucracy.

Generally, the importance of any sub industryitason to the gems and
jewelry industry is not counted by the number digies or strategies each of them
develop and stating on their declared statemeriteather its active participatory
roles and the impact of its policy implementatiorthie industry. There are
outstanding achievements named a few for these aissbciations with support
from the government to establish a cornerstonbefjems and jewelry industries.
The Bangkok Gems & Jewelry Fair has been internatip acclaimed under
the Association’s supervision standing tall witk tHong Kong Fair counterpart.

The successful lobbying to extend the GSP to retedrprivileges for Thai jewelry
exporters to the US market on the eve of the gezatssion in 2007 has upheld the
high spirit of public and private cooperation. Ugsthe revamp of the tax collection
system to charge VAT on workmanship and settingdsted of 96.5% gold ornament
were about a milestone of domestic market developnie summary, these
accomplishments would not be possible without gawemt support and

the consistent effort contributed to the missiorthi®y private sector.

The argument would not be complete without a dismn on the reasons
why the government targeted to develop the gemgeavery industry. The declaration
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of its will is loud and clear on the three mainipe$ through its two major ministries
of industry and trade. These policies and strasemie National Industrial Development
Master Plan 2012-2031-NIDMP by Office of Industiiadonomics-OIE, SME Strategic
Plan by Office of Small and Medium Enterprises Poton -SMER and Gems &
Jewelry Industry Strategic Development Plan 201472GITR by The Gem & Jewelry
Institute of Thailand (Public Organization) -GIThé first two offices are under

the Ministry of Industry and the last one is untter Ministry of Commerce.

These are the policies under scrutiny by this mefea

Please note that the notion of industry develogmes originated from
Taksin’s Administration dated back to 2002 on tbheaept of “creating industry
competitiveness” based on Porter (1980). The gonem has done some study to
select some industries that the Thais are gooddatv@uld offer the prospect of
growth for economic contribution to the country.n@eand jewelry industry is chosen
to one of the kind. The first complete set of gamnd jewelry industry research was
Master Plan for Gems and Jewelry Industry (200843y Chiang Mai University
for the Office of Industrial Economics-OIE policgvkelopment. The goal of becoming
the world center sprung up from this research.

The NIDMP is considered as the yardstick to aligees as it is the genesis
of most of the government policies on gems and ligvwedustry development
policies after its implementation. The focal padhthe previous NIDMP is to
promote Thailand to become the World Gems & Jew@kmgter in 2014 in order to
draw major world gems and jewelry entrepreneussstablish production facilities
in Thailand. The current NIDMP, the Gems & Jewétryustry Strategic Development
Plan 2014-2017 is carrying on the same goal. Addlam for SME Promotion: Gems
and Jewelry Industry; and Gems & Jewelry Industrat8gic Development Plan
2014-2017 adopted this goal to their prime object¥vision plan. The key plans of
the three papers are to develop the Thailand bmante associated with producing
premium quality with a specialized design entitytlte medium to high end product
rather than the previous plan heavily emphasizmguilding up the network and
infrastructure. This reflects the change in goveentipolicy towards this industry by
shifting the policy platform from value added tdueacreation strategy under
the concept of a creative economy proposed by t&e30
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As a brief review on the NIDMP, the goal of bethg World Gems &
Jewelry Center will serve most of the prime goveenirobjectives on economic
management. The country branding by focusing omgdesntity and quality
production would prevail effectively using and aliding resources; having more
foreign direct investment (FDI) will enhance Gréssmestic Growth (GDP) via
investment and having higher export income eithmnfgems or jewelry and
boosting employment, thus encouraging even incastalalition through regions
among its citizen; and the international compawiesld bring with them the advanced
proprietary technologies transferring to the Tha@itse private sector benefits from
this policy mostly to facilitate their operatiorssich as effective filing processes, tax
incentives, stone sourcing, and developing knovdedgworks and training. However,
these issues needed to be appraised through ticg pealuation. There is no official
published paper on this issue assessment yet bleadla far. It is certainly interesting
to learn what the hindrances of the plan implementathe outcomes and people
have to say about the plan on the feedback infoomat

The NIDMP (Duangpastra, 2012, pp. 34-39) presetttess three main
supporting reasons why many government administratdecided to promote this
industry and thus demonstrate the original idedhefplan. Firstly, this gems and
jewelry industry has been a top three industrygfmerating income from export to
Thailand in many years that was more than USD [lidmiast year. Secondly,
Thailand has a comparative advantage as beingraesofigems stones to trade and
possessing a number of skilled workers to the imguand lastly, this industry is
labor intensive associated with the prospect dfi leigqployment prospect.

In retrospect, the three policies under the supenv of the OIE, SME,
and GIT are covering most of the livelihood of geople and their operation within
the boundary of the gems and jewelry industry &mdub-industries. Operationally,
the NIDMP is providing macro views of how the gawaent plan is governing
the light industry while SMEs support the majowfythe proprietors who are engaged
in the industry and at the same time the GIT presid knowledge network,
technological advice and services to the industeynivers. These three government
offices work hand in hand with the private sectottie part of their concerns and
involvement. The main private sector contacts aragrily with the Thai Chamber
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of Commerce and Board of Trade of Thailand, theeFaibn of Thai Industries,
Gem & Jewelry Traders Association and Gold Tradessociation. To understand
these government policies and its implementatibms important to learn about
the research behind these policy formulations. Tésgarch will analyze all

the research evolved with the three main governmeinties in the next section.

Theresearch review

The approach to the research review in this secsiin three headings
covering the objective or the vision, conceptuahfework, and methodology &
assumptions led to the quests of their strategiomenendations. The analysis of
these three dimensions provides separate discgssipeach part but interconnecting
into the integral parts of their recommendatiorise Tesearcher views each of these
headings are a continuous research process to fi@agtnategic recommendations
based on the research findings. In principle, ts®arch review is without prejudice
based on the assumption that the research detigiegy, and methodology of
the five research studies were selected by eattieakesearch teams to the best suit
for answering the proposed research questionsmggtiveir research objective based
on the research assumption. The research revias/fdlows:

1. Theobjectiveor vision: The Gems and jewelry industry has been
nominated as one of Thailand’s strategic indussiated in National Industrial
Development Master Plan 2012-2031(NIDMP) by Thadefof Industrial Economics,
Ministry of Industry. The office has sponsored tgrominent public universities to
do research for its policy development. The curMIiltMP is based on OIE 3 by
NIDA. The original objective of promoting Thailanol become the World Gems &
Jewelry Center by 2014 was from OIE 1 dated bad@dOb2. The OIE 2 was
an attempt to establish a benchmark to measureangare the competitive capability
of the gems and jewelry industry to the world cotitpes with recommended strategic
path to develop directive policies toward this igstiy. Together with the two recent
researches, SMER and GITR, there are the five celnemsive researches supporting
the government strategic plans for the gems andljgwndustry development.

The vision of the World Gems and Jewelry Centerlbag been established

from the previous NIDMP over 10 years carried ahifirst set goals of the current



26

one. The original version reads, “World Gems andelgy Center by 2014”
synchronizing by the SME’s vision, “Thailand is therld gems and jewelry
manufacturing and trading center” and “Thailanddmees the world leading

in manufacturing and trading premium gems and jemne#nter and secure

the sustainable position within 2017” stated in@&i& vision statement (Duangpastra,
2013). This is a forefront objective set by the gowment sectors for the gems and
jewelry industry.

Accordingly, this objective could have been pred®ined and streamlined
throughout the government sectors being one odlitteetive policies assigned to
government departments to achieve their authofitifterent functions. Responding
to the policy, government department strategicoagilans would be compelled to
interact by developing in directions of promotinigalland to become the world center
rather than to develop the industry in such a wedyenefit all parties in the supply
chain which consists of various sub-industries,, @ining and refinery of precious
metals, precious stones, jewelry making and digtioin. By doing so, their strategic
recommendations would be narrowly focused ontoeatig the stage of being the
gems and jewelry world center. As a matter of fdwt, world center notion is not only
a stage of achievement, but it is also comes wsbt &f strategies to perform in order
to leap to such a stage. The OIE 1, SMER and GIfERhe three research studies
that stated the world center objective in theironsstatement. However, they did not
clearly indicate what world center characteristios necessary at all to set as targets
to fulfill but rather broadly tell what to do byasing in the mission statement and
supporting their recommended strategies. Essentsibuld this goal and thus its
strategy be at least reviewed after all of thesasya pursuit of the goal? Is this goal
still valid after a few rounds of economic shoclepivthrough the world gems and
jewelry industry? Would the context of globalinatibe relevant in any way to
the industry development?

It is too early to say if this foregone conclusismunhealthy, and the overall
benefits of the industry would have been lost stheee has not yet been an evaluation
of the stage of industry development status ag#nase implementing plans
in the large scale across the gems and jewelrysingluMoreover, each sub industry
which has roles to play in the gems and jewelrystigy development has not yet been
assessed. The focus of industry development shieufddaced upon promoting
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the supply chain and to explore broad possibilitied the country may gain the most
from the alternative scenarios. There might hawentmther approaches of a productive
economy that would subsequently have benefitteddatry in terms of effective
income distribution, increasing taxation, and Suastale economic growth.

2. Theconceptual framework: The research framework is crucial to
the final outcome of the study because it provgiaseral points of view of the research
and normally dictates the selection of the dataiggpenodel by the researchers.
The mission of the five research studies are atwordcommend a strategy for
the gems and jewelry industry that evolves withititkistry development. The model
would enable them to access the industry databagegh macro-analysis which is
critical to this type of research for policy makircademically, the five researches
were strictly following the standard model platfoasithe research is all about
the macro-analysis of the industry. Their selectbdata enquiry model was just all
the leading models for macro-analysis availablééacademic world. The 5-forces
model and diamond model were originated from therimationally acclaimed

economist. (Porter, 1980) (see Table 5).

Table 5. Summary of the 5 main researchs and tes#&arch tools

Resear ch title/ Office
in charge/

Others

Resear cher name/

K SF analysis
5-forces mode
Pest or pestel

Industry study
Policy study

SWOT analysis
Diamond model

and resear ch tools

Supply chain analysis




Master Plan for Gems
and Jewelry Industry,
2002 By Social
Research Institute,
Chiang Mai University
For the Office of
Industrial Economics
(OIE), Ministry of
Industry, “OIEL”
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Table 5. (Continue)

Resear ch title/ Office
in charge/
Resear cher name/

and research tools

Industry study

Poalicy study

K SF analysis

SWOT analysis

5-forces mode

Diamond model

Pest or pestel

Supply chain analysis

Others

Development of
Comparative Industrial
Database Project to
enhance the Gems and
Jewelry Industry
Competitive Advantage,
2010 By Faculty of
Economics,
Chulalongkorn
University for the Office
of Industrial Economics
(OIE), Ministry of
Industry, “OIE2”




Strategies and Master
Plan for Fashion Industry
in Creative Economy,
2011 By National
Institute of Development
Administration for

the Office of Industrial
Economics (OIE),
Ministry of Industry,

“‘OIE3”
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Table 5. (Continue)

Resear ch title/ Office
in charge/
Resear cher name/

and research tools

Industry study

Poalicy study

K SF analysis

SWOT analysis

5-forces mode

Diamond model

Pest or pestel

Supply chain analysis

Others

Action Plan for SME
Promotion: Gems and
Jewelry Industry, 2012
By Thammasat
University for the Office
of Small and Medium
Enterprise Promotion
(SME), Ministry of
Industry, “SMER”
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2014-2017 Strategy and
Action Plan for the Thai
Gems and Jewelry
Development, 2013By
Chula Unisearch,
Chulalongkorn
University for the Gem
and Jewelry Institute of
Thailand (Public
Organization)-(GIT),
Ministry of Commerce,
“‘GITR”

These two models are effectively describing thatienship of the players
in the industry and their interaction to one anotfibese models assist the researchers
to do data mapping in different dimensions. Thelgghows how the government
policies or interventions affect the market demasugbply chain, market competition
and production, and vice versa.

All of these researches have been done on theoraaalysis of the industry
as well as its composition of sub-industries. THEZhas shown a great deal of this
guality. The researcher recognizes their carefdl@mdent scrutiny on factors
concerning the industry structurally. Howeversitot sufficient to formulate strategy
out of the macro-analysis alone. The process nieegiscount for the micro-analysis
on the aspect/characteristics of the nature ofémes and jewelry business and
its settings. The objective of doing macro-analisi® report the total situation and
general atmosphere of the industry. It can be tséakecast future tendencies that
might take place. However, the macro-analysis doésell the reasons why such

phenomena have happened. It is necessary to leamature of the business activity
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and settings in the form of micro-analysis to de ¢xplanation. The strategies that
place too much emphasis on product design and a@weint striving towards

the world fashion trend setters. To develop Thadpct distinctiveness from the folk
wisdom introduced to the world markets following Western thinking of a creative
economy concept that being successful in the Westamed a few results from
solely basing strategic development on the macadyars findings. Based on the pilot
research, the researcher has not found any es$tatlimks of the macro and micro-
analysis on their strategic formulation procesthay came to the strategic
recommendations. Their strategies came straight their macro-analysis findings
particularly from the Weaknesses of the industiheil strategy formulation is
subjective without taking the nature of businegs/ayg into account. All the models
were used for the industry macro-analysis on thieraa&l and internal factors.

According to Rothaermel (2013), these models flobenmanagement school
can be grouped up into 2 types under the macroysisas follows:

1. External analysis consists of the 5-forces ehddiamond Model and
PESTEL. This analysis provides for industry stroetand competitive forces to
the industry and the strategic group.

2. Internal Analysis consists of the SWOT anduéaChain Analysis.

This analysis provides information on the induségources, capabilities and
activities.

Furthermore, the nature of business activity ign@portant factor to
determine the industry critical success factorsHC8 fact, the nature of business
and settings provide the framework for developiompetitive capabilities to achieve
at the best level of the critical success factdme of the research has done a full
comprehensive study on the nature of businessitesiand settings. Some of them
touched lightly through the value chain analysise Thost outstanding report on
the CSF was on the OIE2. The report shows sepseat®ns of the sub industry i.e.
diamond, colored gemstones, gold jewelry and sjewelry. Nevertheless, the critical
success factor analysis statements did not explaynthese factors are critical to

those people in the sub-industries but rather aigistating what the CSFs are.
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Please note that, the main purpose of implemestiragegy or in this case referring to
government intervention is to enhance competitajgability of the industry to be at
its best achieving the highest degree of indus8§{ Gver competitors. In sum, CSF
is where the strategies are building around them.

From the researcher’s review, the strategic recentation process of
these research studies is straight forward fronm fimelings particularly to respond
to the Weaknesses sections from the SWOT anaMsisy strategies were crafted
to reinforce industry weaknesses. A trail of siyae focuses on strengthening
the Weaknesses is witnessed from the SMER and Otis3worthwhile to illustrate
these points in details. The SMER identified thdustry weaknesses for two points
out of the nine points as the lack of gemstone yecbdnd jewelry design product
development and product branding skills as showpage 60. There were at least
two projects that were recommended to cope witwib@knesses, namely: Project to
develop design capability for OEM; and Gems Glolrahd Project to become
the world and regional fashion trend setter listimgthe Strategic Move and Quick
Win (p. 113)

In addition, the OIE 3 has pointed out one ofwleaknesses from its study
that,” most (jewelry) products produced in Thailand areMO&riginal equipment

manufacturer) ordered by overseas customers. (Bygdbis way,) it does not

encourage developing the Thai product distinctigsrand resulting in not creating
consumer awareness (fully realized) on the Thalpecopotentials. (Under this
situation,) the Thai product is unable to be tradeder the Thai brand name in
international markets”. Followed by this statemdimére are two strategies from this
observation. The recommendation began from théeglya8 stated on page 441

on labor skills development and promoting produtspecialist to begin with by
prescribing to adapting folk wisdom to design Tétaine products and jewelry to
become product distinctive and peripherals by¢hestivity. Then, OIE 3 confirmed
this concept of product differentiation strategypage 443 once again on strategy 5
to build up the industrial infrastructure to drie industry development whereas one
of the ideals was to encourage the gemstones amdryedesign and product
development in order to enhance the degree of \a@ation by adapting folk wisdom
and creativity to the product design. This willdgiabout high value creation to
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the Thai economy. It is still in doubt whether ieai folk wisdom is a ticket to
overseas markets. However, the researcher foondrieviewing the five researches’
recommended strategies that the issue of this ptathsign and development has
been over emphasized casting a shadow over theiothertant operational issues,
such as financial, operation and market mecharftsmihermore, there are a number
of factors repeatedly stated on the Weaknessdweafedms and jewelry industry over
periods as follows:

1. Lack of qualified designers in the level diimational acclaim

2. Lack of production technological developmeittier for software or
manufacturing

3. Lack of proper public relations for products

4. Lack of product development and product bragdakills

These factors might be simply answerable by riefgtio the nature of
industry itself. The UTCC research shaded us d bgtthe issue by telling us that
the gems and jewelry industry is a fragmented ittgue®nsisting of 15,777 proprietors
and the majority were SMESs. Big factories havesatioan 201 workers and registered
capital of more than THB 20 million were only 2.41¥%380 factories. Most of
the production units were concentrated in Bangkukthe metropolitan area at
52.98% on page 73. This census was in 2010. Camaléptthe mentioned above

weaknesses are strictly embedded in the naturd&sSiue to their budget constraints.
From a general observation of this industry, tHelsd=s are normally family

business oriented. Their capability relies on thiditg of family members to perform
other than those international companies who mioeie production base from overseas
and are foreign proprietors. SMEs lack the fundimdevelop those mentioned
qualifications by themselves besides they mighteotvilling to from their operation
focus perspective. Factory employees usually fiffeccdlties to develop marketing
skills and networks, and vice versa for marketmgandle production work. Based

on this evaluation, the strategy should be primdatmulated to tackle the nature of
SMEs in order to grow their business and thus e taimprove their capability with
the guidance of the government institutions. Irt,fecimplement several schemes to

effectively improve competitive capability of th&&s of the whole industry would
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be very costly otherwise budget constraints wougdthlittle results from such an
attempt to mobilize the massive number of SME mambe

Once again, it is too subjective to craft a stygtenly based on macro-
analysis provided by external and internal analgéthe industry without referring
directly to the members of the industry who collesly and aggregately constitute
the industry competitiveness by participating ieitldaily operation. With reference
to the above observation, the settings of the imgusembers are also important
either to craft strategies or implement them. fiesessary to take the micro-analysis
on the nature of the industry business activity ifmdettings in consideration for
strategic formulation.

Based on the researcher’s experience, the prasayn of each market,
e.g., France, USA, the UK, Japan, etc. differheoextent to which it is dictated
by their traditions and customs harmonized by tbbaj trends to become
a contemporary fashion location. This is in coritvagh the NIDMP policy direction
No. 5 to “develop country (Thai) distinctivenespable of designing a product with
its own identity in order to become a fashion treatter” and the SMER on its
proposed plan, the Gems Global Trends Projectdstatéihe Action Plan for SME
Promotion: Gems and Jewelry Industry to becomeraltsetter for world and regional
jewelry fashion. It would be physically difficuid train a designer who can be
a specialist in all world market fashions. As ateradf fact, fashion and design are
more than a picture drawing but an aggregate oivti@e spectrum of a particular
race, socio-economic background, tastes, tradiaoiisart altogether. To understand
the market might not be sufficient in so much ahlgea national belonging to that
particular market. There is no wonder that the GgERRe an observation expressed on
its research under the industry weaknesses thaist‘of the Thai designers develop
their product design by copying designs from leggawelry magazines”. This is
another example on the product property yet netmlbd accounted for the micro-
analysis. There might be many more to be addrebsedgh the research study.

There is a point yet to do research further whieeeGITR stated on its
macro-analysis on the external factors by 5-fornedel that, “the entry barrier

to the gems and jewelry industry is low due toltve investment requirement.
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The industry is labor intensive and thus requiess Imachinery. Then, the economy
of scale is relatively less effective”. This isdontrast with the OIE 3 statement on its
industry weaknesses that, “lack of proper finanstagport to proprietors to establish
businesses. This is due to heavy fund requiremenising business in this industry”.
The researcher agreed with the latter and wouldtpmit that the GITR statement is
simply overlooking the local 96.5% gold ornamerddarction and the machine-made
gold chain production units. The former is demagdirgh gold content work-
in-process and the latter is having activity rugniound the clock 24 hours fabricating
chains and accessories by machine. Even though éinera few machine-made chain
production units around but this is somewhat prgtire validity of the study claim.
In addition, the machine-made product is for bottal gold chains and doing
accessories for export i.e. the chain will go wite pendant as a set for sale. These
businesses require heavy investment on capitalneijpees for imported machines
and tooling as well as gold bars for the work ingarss.

Furthermore, the UTCC census stated on page 7iaolid 96.5% gold
ornaments made up the majority of the 4,957 prodnetnits from a total of 11,184
fine jewelry production units. The GITR might bght in principle that less machinery
is less investment requirement. Somehow, fundingadd bars for work-in-process
for fine jewelry particularly the high gold contgetvelry, diamonds and gemstones
should be included on the investment list. Moreptrex value of the rough stone stock
for stone cutting factories or cut diamonds and gfenes stock value for those
traders are paramount for their daily operationc8ithe solid 96.5% gold ornament
production unit makes up the majority, it is neegggo include this section into
the research study where the five researches dicheotion this section is offering
a high potential of export to the AEC and specificéne neighboring countries.

To be more elaborate to the issue of stock investion basic micro-analysis,
the fine gemstone jewelry making activity requinggh funding to finance the stock
inventory and work-in-process operationally. Theduction time normally takes
8-12 weeks on average depending on the type girtiduct line. Precious metals
such as gold bar, silver granule and precious sege diamonds and gemstones are
those expensive items to stock for the productesides the precious metals term of
payment is cash on delivery. On the top of thatrehs also a credit term of payment
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granted to the customer. This industry is relyieg\ily on funding one way or another
either the trader or manufacturer has to fund tbeymction and credit terms to
the customer.

To sum up these arguments, the strategy shoutddlfted responding to
the four facets of the nature of business actwitiearket, product, production, and
operation. Studying the micro-analysis would helpimderstand the reasons behind
their proposals for government assistance. Strategfting is not all about listing
the wishing list of the industry members but to egenthe limited resources yielding
the best results. The information from the micradgsis would enable the strategists
to have coherent views on the industry and thusadti the strategy precisely and
effectively benefiting all.

1. Methodology & assumptions: The review on this section will focus
on the three researches at the three universpmsssred by the OIE, Chiang Mai
University, Chulalongkorn University and Nationattitute of Development
Administration to conduct the research for the NIP&brmulation. This is proven
from their declared objective statements. Indeeel yésearcher would not be able to
do the review on the other three researches. $hiscause the OIE 3, SMER and
GITR have not stated their methodology and resestrabegy on their study for
reference.

In general, the OIE 1, and OIE 2 attempted to tgotlee industry status;
study and analyze the trends of the industry dgwveémt; and initiate their
recommendations. In particular, the OIE 1 had psedaa comprehensive set of
strategies to promote the industry while the Oe@mmended the direction of
industry development. Apparently, the focus ofrdsearch was extensively to
support its decision to choose interventions thatgovernment would take actions to
develop the industry towards its goals. There amestheory deficiencies on the two
researches: OIE 1 and OIE 2 specified that thewmaptions and findings are
academically debatable in many ways to be addrdssed:

The OIE research, namely the Master Plan for GamdsJewelry Industry
(Kaosa-ard, 2002) has overstated the local configthie production and value added
valuation that, “In 2001, the export value of thdustry was 80 billion baht with
the value added of around 80 billion baht” on pageThere are two implications
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of this statement. Firstly, the total export vaisiéully realizable value added and
secondly, the measurement valuation is in Thai Bdigre pricing for export is
mostly nominated in USD. The argument begins withdontent of jewelry normally
comprised of precious metals and precious storresluetion of the two has never
met the demands of the local and export marketil@ithhas imported these two
kinds of raw materials over the years (see TahlS2ce these two major jewelry
contents are mostly imported, it would not be gassihat the export value is fully
reliable value added. The second argument is gmintpat the OIE 1 research based
its study by currency reference in Thai Baht. Thugency reference is problematic as
most of the export sales are in USD and in facilti8 has been highly fluctuating
since the economic crisis in 1998. Then, high ar éxport sales do not directly
reflect the actual economic performance. The faveejry cost depends upon
the commaodity value, e.g., gold, silver or platinutis physically impossible to
forecast the commodity value over the years asagelhe currency translation.
The OIE 1 made a 10 year export income forecasHiB. Indeed, the fluctuation of
currency exchange and particularly the gold prieesalf-evident to well support this
argument i.e. the gold price/ oz. range from USDB ®/1,850 for the last 10 years.

The research has used a complicated mathemadicalation to forecast
the future export sales as per its Annex Kor. @search concluded in its vision
statement that, “During the next decade, Thailanidexpand its export of gems and
jewelry. The export expansion is estimated to kdess than an average of 7 per cent
per year from 2004 to 2008. At this rate, the valtiexports from Thailand will be
as high as 125 billion baht”. The researcher chatke export value from
the Information & Communication Technology Cen@ffice of Permanent Secretary,
and Ministry of Commerce and found that the expfatghat particular year 2008
were 274 Billion baht in correlation with the prioggold per Troy ounce was at USD
800 substantially increased from USD 400 in 200k flesearcher is not certain how
these two remarks are linked to the strategic regendations. More or less, these
two points are crucial to the research.

At this point review moves to the OIE 2, Develominef Comparative

Industrial Database Project to Enhance the Gemdandlry Industry Competitive
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Advantage in 2010. The OIE 2 research team haslpleassified the gems and
jewelry industry segments into 4 groups: diamogespstones, gold jewelry, and
silver jewelry. By doing so, the researcher haglow&ed the sub-product segment of
gold jewelry that each country specializes in. THba industry development target
building on this assumption would be too largetfa Thais to compete in all of

the world’s gold product sub-segments. There aneynypes of gold jewelry. Gold
jewelry can be high gold content jewelry ornamehét are widely consumed

in China and the AEC, the Italian mechanized basetdl jewelry, such as Italian
chains, gemstones, gold jewelry, etc. Moreovergdiamond industry also has
sub-industries of its own. The commercial gradendiad has been well established
for more than 100 years in India while Belgium &elv York are the world markets
to trade. Accordingly, the Indians have very strengport for its diamond jewelry
business. The same case applies to China whibtle marld’s major cubic zirconia
(CZ) producer. The pile of CZ stock backs up itdam to low end fine jewelry
factories. The following kind of similar questioragnbe raised that “Are the colored
gemstones really for the Thais as Thailand is dribeomajor world markets for
gemstones?”

Moreover, the researcher questioned whether geareh on the section of
benchmarking of the Thai jewelry industry compamgs its competitors by using
Data Envelopment Analysis (DEA) which is generais®m the total population.
The research summarized on the survey and respatesthat, “From the survey
on the gems and jewelry manufacturers, 67 survegdavere returned. 18 forms and
3 factors from Sri Lanka, India and Hong Kong carubed for DEA analysis.

(This analysis) used a total of 21 samplings”. THE 2 based its total population
from the number of factories registered with th@&&ment of Industrial Works.
There were 675 factories registered at the end@82The research used Cochran’s
method (1977) to calculate the sample size andateld at 123 samples. Somehow,
the actual number of samples was 21 samplings.itteresting to note that

the source of income of the Thai factories for dstigesales is 74.5% against

the export sales at 25.5%. The OIE 2 team has liag these databases to establish
the benchmarks by using each of the foreign esatibeepresent their countries.
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The researcher does not agree that the sampleepiEsents the total
population, it refers to the study done by the UT&/G years ago in 2010. The total
production unit is far more than 15,777 proprietavBereas the big and medium-
sized factories have from 50 to more than 200 wsrkée 2,995 factories. The sample
size of 21 samples is too little to establish achemark for the whole industry and one
response of each country cannot represent the rgoairtheir origin. Accordingly,
any strategic recommendations arising from thigyamasection would not be
appropriate.

The results from research review show that theareier found many
methodological deficiencies from the five resegrabers the pilot study was based
on. Firstly, the predetermined target goals refgrto the SMER and GITR following
the management school of strategic formulation doarrowed the scope of the
recommending strategies for industry developmenfiadt, the macro-analysis of any
researches is basically used as broad indicatoryetrthere needs to be further study
in more detail dually with the micro-analysis irder to formulate the strategies
precisely for the industry members’ needs. Theseamieh reports are insufficient
in producing micro-analysis on the gems and jewldystry to structurally
supplement the strategic recommendations. Appgrehts micro-analysis is
the most important missing part on the researchlae@ needs to be a search for
the objective of this research. This is the sequidt to be addressed. Lastly,
the inefficient database for data analysis and nivaglgielded unreliable results.

This is revealing on the export turnover forecast tne number of samples for

the benchmarking model. To sum up, because of waaspects, there is a need to do
a comprehensive study on the gems and jewelry indus

Conclusion

The study of the industry and government poligaglling that government
intervention is very powerful and influential tagiragmented industry. However,
there has not been an official published reporthenpolicy evaluation, particularly
the NIDMP for policy review. The goal to become therld gems and jewelry center
has been pursued for more than a decade. The donaisigect of the industry general
settings is SME predominated. This specific sthaspersisted at least for the last

10 years. During this period, there have been dianmapacts from the world economy
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triggered by the commodity market turmoil that ditg affected the market demand
coupling with the skyrocketing costs of productather the precious metals price or
the labor cost resulting from the minimum wage hikeese phenomena have affected
all of the gems and jewelry industry supply ch&irgreat deal of operational
adaptations is necessary in order to survive thisd of the world economic crisis.
The five dreadful factors, e.g., major markets glulncal market slowdown, roller
coaster price of oil and precious metals, curréndyulence and higher labor costs

in comparison with country competitors are havidgase effects immensely to

the Thai gems and jewelry industry. From reseaggiew by the pilot study, there are
some deficiencies in the five research studiesate@being used for policy guidelines,
particularly on the point of lacking using microadysis on the nature of the Thai gems
and jewelry business activity and its settingsdalpart of strategic formulation with

the industry macro-analysis. There is a need tedearch on this accord.



CHAPTER 3
RESEARCH METHODOLOGY

Prior to proceeding to a full discussion on tlesaarch exercise, it is
necessary to examine the research approach amsdaimployed for the research
processes. This chapter essentially covers alsthees of research methodology with
reasons behind the decisions for the researchrdesigearch strategies, and research
method. Once these issues are set forth, the frarkenf the nature of the Thai gems
and jewelry business activities are brought intesaderation under the Interview
Planning and Data Management Section. Towardsrideof this chapter, ethical

issues and trustworthiness are discussed as wibleaxpected outcome.

Resear ch procedures

This section consists of the standard requiredihgaccomplying with
Burapha University’'s Ph.D. Dissertation Proposalas follows:

Qualitative resear ch strategy

The researcher has had great interest to studitthiegems and jewelry
industry for many years as it is not only a placearn a living but it is a place to live
for over 20 years. Studying the five research stigias also part of the routine work
for developing a business plan to gain insighth@endirections of industry development
strategy. The researcher found some deficiencigb@nassumptions and models
that were used for their strategic recommendatiefesring to the Research Review
Section in Chapter 2. This is the point where tbgearch begins. Researchers start
a project with certain assumptions about how th#earn and what they will learn
during their inquiry (Creswell, 2003, p. 6). Thesearch is in search for the nature of
the Thai gems and jewelry business activities jliagi micro-analysis for competitive
capability development. This issue is new whiletearporary research is apparently
based on their work on macro-analysis findings.

Based on the philosophical framework of constrigiin, assumptions
identified in these works hold that individuals lse@ understanding of the world

in which they live and work. They develop subjeetmeanings of their experiences-
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meanings, directed toward certain objects or thifigese meanings are varied
and multiple, leading the researcher to look fer¢cbmplexity of views rather than
narrowing meanings into a few categories or id€he.goal of research then, is to
rely as much as possible on the participants’ viefathe situation being studied
(Creswell, 2003, p. 8; Crotty, 1998 cited in Crebwa003, p. 9) identified several
assumptions as below:

1. Qualitative researchers tend to use open-egdestions so that
participants can express their views.

2. They (researchers) also make an interpretafiovhat they find and
the interpretation is shaped by the researchers’ experiences and backgrounds.

3. The process of qualitative research is largelyctive with the inquirer
generating meaning from the data collected in igld.f

The researcher chose qualitative approach datldy snder the above
assumptions. The researcher planned to have dat#gifrom those participants
who have extensive experience in the gems andjgwelustry. This database was
gathered and interpreted through the researchmriséxperience in the industry.
Qualitative research also helps to understandtecpkar, situated phenomenon,
such as interpretations of a group of individuatsiad the meaning of quality of
the factors to address when promoting organizati@nge (Swanson and Holton,
1997, p. 93). By the end of the days, findings ftbm research were used for
strategic recommendations from the study.

In general, the researcher selected this quakta@pproach as qualitative
research is exploratory and useful when the rebeadoes not know the important
variables to examine. Indeed, the factors of thdystvere unknown and cannot be
addressed where it was not suitable to the quénéteesearch design. Moreover,
this type of (qualitative) approach may be needszhbse the topic is new, the topic
has never been addressed with a certain samplewp gf people, or existing
theories do not apply with the particular samplgraup under study (Moore, 1991
cited in Creswell, 2003, p. 22). The five reseatidies used industry macro-analysis
for their strategic formation and some models wetevalid as discussed at length
in chapter 2. This research explored for holisigsmg of the interest groups’ settings
and goals in order to analyze the outcomes to med@nmendations for industry
development.
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The research strategy was phenomenological rdsdatwas conducted by
studying a small number of subjects through extenand prolonged engagement
to develop patterns and relationship of meaninguy$takas, 1994 cited in Creswell,
2003, p. 15). The data enquiry processes were ghnfieom participants who were
the heads of trade associations. These peoplesayeal their institutions and
the sub-industries they belonged to. This groupasficipants had extensive
experiences to be acceptable by their associatembars and was successful
in the trade of their engagements. In fact, thesple had sufficient information
on their industries at the level of making recomdsions to government sectors
for industry development (see Table 4).

One may argue that, this research can alterngtbestonducted by
grounded theory. However, the researcher learregdiibre were many points of
constraints to be addressed on its applicatiostlijithere was no central official
registration of the people in the industry, evethatassociations of each sub-industry.
The Thai Gems and Jewelry industries Census Prsieats that the unidentified
were those household production units who were SEsature (see Table 3). It was
physically impossible to stratify the participaimto different business activities for
data enquiry. As a matter of fact, there was ntigpant data available to study in
order to plan for selecting participants for theermiews. Secondly, the entity of
the participants was more complex when took in ic&mation for their production
and operation mix. One factory can produce botk god silver jewelry as well as
selling them locally and exporting them. In effébigre was no clearly defined line
of their business activities. It would be skeptiwalether the participants through
the judgmental sampling were representing the sdbstry groups and thus
collectively embodying the industry. Thirdly, eaahthe participants had different
levels of business experience. This may limit thedevs on the issue, besides most of
them were from the factory floor rather than frormmagement. Naturally, this group
of participants might have known perhaps what thetaxles to their immediate
business needs rather than a broad view of thesindu_astly, it was too costly to
conduct grounded theory that would require at 18680 participants for data enquiry.
Therefore, phenomenological research strategy membst applicable approach for

this research.
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As mentioned, the deficiencies on the five reseaonceptual frameworks,
assumptions and models, the researcher had indaducted pilot research by
extensively studying the five researches in details making reference to various
contemporary journal articles on the industry ifiedent areas, and in particular
the Thai Gems and Jewelry Industries Census Prgé&0) by the UTCC and
“The Analysis of Strategies for Developing Thai Geamd Jewelry Industry” (2012)
by Dr. Chakrit Duangpastra of Chulalongkorn UniugtDr. Chakrit was also
the head of the research team preparing the Gedesw&lry Industry Strategic
Development Plan 2014-2017 (2013) for The Gem &elgwinstitute of Thailand
(Public Organization Ministry of Commerce based on his list of credaatgiven
with his seminar on cross-border trade.

Participant and selection

As the problems of identifying the participantignto whom were
representing the sub-industries addressed edHexe was no neat clear cut defining
of the product, market, and production classifarato a participant. One may produce
gold or silver jewelry for export and the domestiarket, by having retail distribution
outlets as well as doing wholesaling. In effecg tesult of the research might
technically be biased due to simply having an oweiming sampling of participants
from the same group of sampling. The researcheplamthed to conduct face-to-face
in-depth interviews with the management of 6 legdrade associations from different
areas of activities within the industry. These peapere experienced persons and
represented the best benefits of their membersatolely. Importantly, these
participants embraced knowledge on their sub-intksstrom the position
in the associations requiring them to know and tstdad the sub-industry conditions,
encountered situations and certainly their membeed-being in the nature of their
business activities.

Role of theresearcher

Qualitative research uses methods that speak tiygtlaat is, nuances,
perceptions, viewpoints, meanings, relationshifmsjess, and dynamically changing
perspectives. Beyond that commonality, qualitatesearch can differ greatly due
to the view point the researcher holds about thereaf reality, the purpose of
the research, and the professional discipline ®fésearcher. (Swanson and Holton,
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1997, p. 89). The researcher’s values, ethics anteptions have been molded by
more thar0 years of experience in the fine jewelry industitye industry is not only
a subject to study but it offers a profession thatresearcher does for a living.

The researcher has continuously worked for ontyfine jewelry factories
for more than 20 years but that was long enougthforesearcher to develop personal
traits as being an employee and proprietor. Thstiem might help the researcher to
focus quite clearly from perspective of the twoiposs, especially when
recommendations were made which involved areasydeded to render views from
difference positions, namely from the employee @redemployer point of view.
Furthermore, the researcher has lived and workedgla period of economic
prosperity and survived through the great econamsts as well as growing a business
of his own afterwards. In retrospect, the researkhe extensive experience in business
expansion; downsizing the organization due to deftructuring; and establishing
a new business venture. The researcher posselssmsdeknowledge across various
functions as well as witnessed changes in the tngtlgough his extensive
experience in the industry.

Despite the fact that the researcher was tramédance by profession and
has practiced this from his broad involvement irnouss facets of business operations,
such as international trade and marketing, strateginagement, human resources
management, management information system, govatmelations, operations and
logistics, etc. The main profession may have sarflednce to the researcher’s views,
understanding data and its interpretation basati@nesearcher’s judgments on
the issue related to past experiences regardlasthinresearcher was trying to be
objective to the study.

Data collection procedures

The research was conducted based on document ranigwtudy, and face-
to-face in-depth interviews. The researcher chiosgwo research methods over other
methods, especially the survey. The researchardddrom past experience that
the OIE2’s survey research was apparently an attemagde without success as well
as having a very low response rate. The reseahalseobserved that people in this
industry are mostly factory workers who are notifemnwith filling paperwork,
specifically a self-completed questionnaire. Thernview enabled the researcher to
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probe the issue in depth and to clarify the padfitdoubt in order to establish the core
concept of the nature of the industry where quatiig research cannot be done.
On top of the issue, the factors to explore welenown as were the participants who
were SMEs at the level of household productionsuaiitd had not officially registered
their entities. Then, the research chose to dovies with the management of trade
associations rather than individual proprietors.

The document review and study covered mainlyitreeresearch papers,
the NIDMP, and library search for other researctih@jewelry industry.
The research by document review and study was itlomeo parts. Firstly, the pilot
research was computer-based, with manual searthes leorary and book stores.
The second part was a macro-analysis on the tvadd@f the world industry and
the local industry addressing the industry condgiand encountered situations
derived from the 5 research summaries; and the suynai SWOT analysis across
the five research papers to establish the strateayieework. This issue will be
discussed in more detail in the Data Analysis Rtapes section. The researcher
planned to conduct face-to-face in-depth interviguth the management of leading
trade associations from different sub-industridee ihterviews were based on
an open-ended semi-structured interview by thevrges guide at their premises.

Interview plan and data management

The interview guide was prepared under the advicke principal adviser
and co-adviser (see Appendix 2). The focus of herview was on five parts. Firstly,
the quests were on the world industry structurethad hai gems and jewelry industry
positioning to the world. This part went in deptiolping with an attempt to identify
the macro-views of the gems and jewelry industryketastructure. Secondly,
the data enquiry was on asking questions relatinbe SWOT analysis in order to
update the Thai industry situation. In general fittst two parts enabled the researcher
to use the information to constitute a frameworknaicro-analysis of the industry.
Thirdly, a set of questions was asked on the wiahips of the gems industry and
the jewelry industry associating with their busmastivity, and the industry evolution
in conjunction with the growing number of SMEs daating the industry.
Their answers revealed some interesting reasonsd#te issue on the industry
settings and how business was developed. Fouttidyinterviewees were asked how
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the gems and jewelry business activities differedhfother industries and

the relationship of industry member interrelatingohe another. Some queries probed
on what the strong and weak points of the busiteebs carefully looked at and how
to get the best benefits from this nature of bussn@&he researcher learned from their
answers how these characteristics and properties inuencing or even dictating

the ways they did business. The subject includeddtr main aspects of business
activities that may affect the ways of doing bussand capability development.
These business activities and their properties are:

1) Market-distribution channels; marketing and design experservice
oriented; customer services.

2) Product-research and development (R & D); taste, designyctig raw
materials; product class and investment.

3) Production-procurement; labor and training; control of matsriaecurity;
quality control (QC); technology and productionteigjues.

4) Operations-commaodity products; profit margins; and sourcesmobme;
high funding on raw materials; trading knowledgd anommunication skills; mark-up
and pressure on pricing; clusters and networks.

Apparently, the third and the fourth parts wereeteeal the nature of
the gems and jewelry business activities suffidyetat construct the micro-analysis
for competitive capability development. Lastly, soquestions were asked about
their opinions on the direction of the Thai gemd gawelry industry development
together with their points to recommend for devalgghe strategies for the industry.
Subsequently, the strategic recommendations waftedrfrom formulating
the suggested strategies based on market str@tuvenpson & Strickland, 2001);
and the macro and micro views derived from theifigsl by updating those knowledge
networks constructed from the 5 researches compselgedocument studies that were
checked and balanced by the participants’ suggestio

Data analysis procedur es:

All the interviews were recorded electronicallyftek acquiring all
information needed from the interview, the intewiéata were transcribed, sorted
and arranged into different categories for refegeitie data analysis procedure was

based on a pre-coding data category concept wiadaegdouping categories were
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chiefly derived from the interview guide as detditd grouping data enquiry as stated
above. Conceptually, the interview guide was stmadly laying out the main research
guestions referring to the research objectivesextpected information inquired from
the interviews by a series of interview questidkscordingly, the data were arranged
under category headings where the researchermadrative passage to convey

the findings of the analysis. Finally, the dataevextracted for the meanings through
data interpretation skimming down into themes amahle to the research questions
referring to Tubsree’s class lecture on qualitategearch methodology in 2012.
Strategic recommendations were raised from theysidmebre themes were indicated.

The processes of data analysis through reacbirgirategic recommendations
were achieved from three sources of studies detemgthe directions of
the competitive capability development. Concepiyallis research was comprised
of three sets of integral parts of studies analypedecommending strategies.

These three study facets are:

1. Strategicfit to specific industry and position: This concept was
adapted from Thompson and Strickland (2001) fdotiaig strategy to fit specific
industry and company situations. The researchetamg the concept to apply
macro-analysis of the world gems and jewelry industhe concept suggested that
a recommended set of strategies was varied depgeodithe conditions and
encountered situations of the industry. The condepbed conditions and situations
into nine scenarios: emerging industry for the fefstagnant and declining industry,
fragmented industry, mature and slow growth indugtursuit rapid growth, and so
on. The set of recommended strategies was detedrfrim the conditions and
situations of the industry provided framework tgaverned trend and direction of
crafting strategies of this research. Please maiethese conditions and encountered
situations of the Thai gems and jewelry industryemget to define its position to
the world gems and jewelry industry. It is state@hapters One and Two that
the Thai industry is fragmented based on the doatistedy discovering the industry
position which was characteristic of the Thai gemd jewelry industry. However,
it was not the world gems and jewelry industry.aAmatter of fact, there were two
levels of descriptive classification. There was\&el of the Thai industry itself which
is fragmented as consisting of many SMEs and theras its position to the world
which was yet to examine the five research studies.
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2. Micro-analysison theindustry characteristics and business activities:
This was the main section of this research whig¢hasoughly discussed
in the Interview Plan and Data Management secfibe.findings from this micro-
analysis may influence the industry developmenttaedretically supplement
the macro-analysis in order to craft the recommedrstiategies for competitive
capability development.

3. Data mapping analysis from the macro-analysisto identify
the strategic direction: The researcher compiled the SWOT analysis fronfitiee
researches and summarized them into a compreheegiwd of Strengths;
Weaknesses; Opportunities; and Threats. This rgpdsted the direction of the gems
and jewelry industry development as well as idgirtg the competitive capabilities
of the industry. Interesting enough, this repoverded a time series analysis as this
report was conducted from 2002 to 2013 where tstedlaesearch papers: OIE 2,
OIE 3, SMER and GITR were conducted annually conoimgnfrom 2010 till 2013.
The findings from the macro and micro analysis wesed to update the compiled
SWOT analysis. Consequently, the completed seWWD¥ analysis was analyzed
once again in the TOWS Matrix in order to idensfyategic direction as a path way
of government policy guidelines constructing a rectended strategy map for
the Thai gems and jewelry industry.

In summary, the Strategic Fit and the Industryrghanalysis were
structurally a backbone of Data Mapping analysigctvin turn provided a framework
for strategic recommendation by describing thel ®itaation of the industry and
suggesting a set of recommended strategies afirsingthe its settings, industry
conditions and encountered situations of the inglu$his research conducted
the five research studies for a database supplechéytthe micro-analysis
on the industry to recommend for competitive calitéds development strategies.

Strategiesfor validating findings

Reliability and generalizability play a minor rafequalitative inquiry.
Validity, on the other hand, is seen as a strengftigsialitative research, but it is used
to suggest determining whether the findings areiate from the standpoint of
the researcher, the participant, or the readen @fcaount (Creswell & Miller, 2000
cited in Creswell, 2003, p. 196) There were eigithary strategies suggested by
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Creswell for validating findings (Creswell, 2003,1®6). However, the researcher
selected four measurements relevant to this researbelow:

1. Triangulate different data sources of information: The researcher
planned to have interviews with an individual comypapart from the trade
associations by using the same interview guideirtedview time session to do this
research to counterbalance the findings with themmesearch from the trade
association database.

2. Use member-checking to deter mine the accuracy of the qualitative
findings: The summary of the themes forwarded to the inté@rge on the sections of
trade associations to get their feedback.

3. Spend prolonged timein thefield: The researcher has more than
20 years of experience in this industry and soagdkitce and opinions on the issues
with experienced people in the industry in ordeebance the accuracy
on the findings.

4. Use peer debriefing to enhance the accuracy of the account:

The research was advised and reviewed by the dsaadvho is an academic
professional in this industry and the researchss ablicited the findings with
colleagues who are experienced proprietors inrttiestry.

Narrativestructure

A plan for a qualitative procedure should end vgitime comments about
the narrative that emerges from the data analykiste are various styles and models
used in the writing suggested by Creswell (2003)dan used on the research,
such as varying the use of long, short, and texiezided quotations; presenting text
information in tabular form; using the wording frguarticipants; and intertwining

guotations with interpretation.

Anticipated ethical issues

The researcher selected the following measursafeguard the integrity of
the research and to protect the participants’ sigistfollows:

1. The research was conducted only after havppgowal from Burapha
University.

2. The research title and objectives are claddwptified to the participants.
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3. All the records including the tape recordiags paper trails will be kept
for 5 years for an audit trail.

4. These documents and materials will be keptidential at all times.

5. There was no reference of the intervieweeseand address
in the research article.

6. All points of reference and quotes on theaesedocuments were
provided with full formatted references.

7. Information enquired from one interviewee wasrevealed to others

under any circumstances.

Expected outcomes

Qualitative analysis involves a continual inteyplteetween theory and
analysis (Babbie, 2008, p. 439). The outlook ofrdsearch was in descriptive and
narrative form extracting data and information frtma investigation of all document
studies and interviews. The report presented holistws of the industry settings,
business activities skimming down by data mappmg industry micro-analysis and
accounts for the available research on the macatysis for industry development

recommendations.

Conclusion

The research design was qualitative researchpdml@sophical framework
of constructivism as it was suitable to the redearanany ways, especially
the research topic which was new and the variakézs unknown. The researcher
sought to find the missing parts from the five temgpy researches when there were
deficiencies on the framework, assumptions and msdaesed on their macro-analysis
being used for strategic recommendations. The gamdgewelry industry micro-
analysis was the essence to fill the knowledge §hap.phenomenological research
was preferred over the grounded theory for a nuraberasons. One of the main
reasons was that the participants were complexrgpmto terms of their product mix,
market mix, and operation mix and importantly thaficial addresses and contact

names were not officially available. The researels wonducted based on document
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review and study; and face-to-face in-depth inamg. Three main issues were
covered: the industry settings; business activiaesl the participants’ views on

the industry strategic development. The data imers were analyzed by pre-coding
data categories based on the interview guide. ®©helgsions and recommendations
were drawn from this database analysis. The reseatdity and trustworthiness
were ensured through the strategies set forthlafatang findings. The ethical issues
were fully observed at all times in order to protthe participants’ interests as well as

the researcher’s integrity.



CHAPTER 4
RESULTS

The main theme of this chapter is to report orréselts of the research
study and tell how such results were achievedaniqular, how the research
processes were conducted on the anonymous pantisipevolved and to what extent
the significances of the data represent the ingastrset forth by the research
methodology prescribed in the Chapter 3. The regEgtiences present the research
design and a wrap-up of how the research was coediby describing the data entry
tools; the participant representation; data catbecand management; data analysis
and the findings. The findings are in the form td-poded categories enriched by
the themes of the text-embedded quotations fronpainicipants’ wordings and
the intertwining quotations where these categaredully discussed and interpreted

in the next chapter.

Resear ch design

This research paradigm is constructivist with alitptave research design
using phenomenological research as the reseastkggrby open-ended semi-
structured interviews by interview guide and docotregudy for the data enquiry
method.

Data enquiry tools

There are two important data enquiry instrumentpleyed in this research.
The primary sources enquired from the 5 researchrdent studies to construct
a time-series information analysis over a 10-yeaiogl. This primary source of data
was updated by the findings through the intervielte interview questions were
from the interview guide and were prepared in Estgénd translated into Thai to

conduct the interviews (see Appendix 2).
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Participant representation

Based on the pilot research, the researcher pliaiongather information
from the main institutions consisting of sub-indiest across the Thai gems and
jewelry industry value chain (see Figure 1) astiseussed in Chapter 2. The industry
members were divided into 4 groups: raw matergdsji-fabricated products, jewelry
manufacturing, and channels of distribution whidrevclassified into 7 groups based
on their business activities as shown below.

1. Precious metal mining and fabrication
Gemstone mining
Gemstone treatment, cutting and trading
Silver jewelry manufacturers
Gold jewelry manufacturers

Plain gold jewelry manufacturers

N o o A~ D

Goldsmith shops

The business activities from Nos.1-3 are concewiddraw material
procurement and fabrication and Nos. 4-6 are atheudlifferent kinds of jewelry
making based on the metal content; and the lasgoay is local retailing activities.
One may observe that the distribution channel ssimg from this business activity
list. In fact, all sorts of distribution activities.g., export, wholesale, and retail are
embedded in the operating activities. For exanguég or silver jewelry producers
are normally produced for the export market andolbe gold jewelry manufacturer
produces to order from the 5 main Yaowarat golgsho

The researcher began by seeking advice from indpsters on their views
on each of the above mentioned proprietor groupgetisas enrolled in a special course
organized by the GIT on “Gold Business and PrecMatals Batch #4” from August
2-September 20, 2014 to which the curriculum isaurabllaboration with Akara
Resources Public Company Limited which is the lsrgeld mine in Thailand,
the Gold Trader Association who is the hub of tbhkldpar and jewelry trading
in Thailand by pricing retail gold, and the GIT.éflb was so much to learn from
the course specifically the nature of the gold hess and precious metal mining from
both the lecturer and the class attendants. There three points summarized from

the class as follows:
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1. The gold mining business activity is purelpming on the commodity
market where the future market is booked for fugokel dole production run.

The mine is producing dole which is approximate&s92gold content bar for export
to a gold refinery in Hong Kong. Their profit, ifg, is the cost to run the mining
against the productivity of dole by the internatibgold price of the day. Its value-
added is simply slim and making very little conttiion to the gems and jewelry
industry by large where the jewelry maker can pasehgold or silver elsewhere

at international bullion prices.

2. The operating activities of the plain gold gy manufacturer for local
markets and neighboring countries are certainlgradting. They are scattered around
Bangkok and concentrated at Wat Tuk which is nesywarat where the original
goldsmith shops are located. They are producinglgwor the big name gold shops
mainly, and wholesaling by weight to gold shopsuabThailand to the second layer
of wholesaling in the big cities of each region;lsas Kornkaen, Udonthani, and
Nakornrachasima in the north east and Hat Yaienstbuth. Their workmanship is
minimal depending on the jewelry style difficulgyvels but their main income comes
from the percentage of gold loss allowed by thequet who advance them gold bars
for fabrication or swap at the site when pickingthie merchandise.

3. Apart from the main Yaowarat goldsmith shdpg predominantly have
the role of wholesaling both gold bars and goldgkw there are more than five
hundred goldsmith shops scattered around Thailaedery province and district.
Their main business activities and thus sourca@adme is from pawning the gold
jewelry together with selling and buying back the gold jewelry with a discount up
to 10% on the price of the day. All the class atteris excepting myself were either
gold shop owners or prospects to open goldsmitpshone of the important courses
that they were specifically interested to learhasv to determine whether the piece of
gold jewelry is genuine in order to make a decigmdo the pawn. A few of
the classmates admitted that interest income franpawn contributed to more than
80% of total income.

In conclusion, all of the above reasons were ciefiit to reject the gold mine
and precious metals (No. 1), plain gold jewelry ofanturers (No. 6), and goldsmith
shops (No. 7) as participants as their activitres®t relevant to the gems and jewelry
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industry in terms of a part of value chain andrtkentribution on the value-added
was reasonably low due to their nature of busidesting with the commodity
substance.

Furthermore, the researcher went to seek adwace freers in the industry
on gemstone mining in Thailand and was confirmed thost gemstone mining
activity locally is almost depleting the mineralpdsits. Now, the gemstone trader is
playing a dual role of finding new resources ovassas well as bringing them to do
heat treatment prior either to cutting or sellihgrh in rough to the wholesalers who
sub-contract out the gem cutting. There remaimagemstone miners doing mining
along the Cambodian and Burmese borders and threefaniners have been mostly
turned to gemstone trading. This notion is equivilyetrue as being repetitively
confirmed by most of the participants through thterviews. The gemstone mining
group (No. 2) is then not relevant to our research.

There were now remaining 3 sampling groups nantieéygemstone
treatment, cutting and trading (No. 3); silver j&wenanufacturers (No. 4); and gold
jewelry manufacturers (No. 5). The researcher m@drto interview 6 participants
whom are purposively drawn from the trade assamiadt the national level.

The groups of participants based on business tietiwas then limited to the 3 groups
mentioned with 6 participants. The researcher sade2 participants from each group
to ensure the representation is fairly distribuiite participants properties were
basically chief of a trade association or othenilietop leading proprietor in the field.
Their experience in the industry ranged from 25¢/d@rs. The interviews were
conducted at the participants’ premises by appa@nts1 The properties of the six
participants and one industry expert are shownvbelo

A number of interviews to triangulate the datarsewvith three more
interviews were reduced to one interview for twasens. Firstly, the data and
information derived from the first six participantere almost saturated and nicely
supplemented by the triangulated interview. Seggntis utmost difficult to find
such an expert in the field having direct experganio a setting factory of various
countries where he/ she is exposeohmy workers of different countries who possess
unique personalities, personal traits, andial values of their own reflecting their
races and customs. The triangulated intervieweepn@sen to have exceptional
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worldly knowledge including also the Thai gems gwlelry historical development
of over a century. With the two reasons combinetisarpported by the peer briefing,
the researcher is confident that the collectedodesta from the field of the seven

interviewees was confirmed sufficient for the resha

Table 6. The participant information

Industry Respondent Trade Technical Trade
type code association institution federation
Gemstone GS1
Gemstone GS2

Silver jewelry AG1

Silver Jewelry AG2
Gold jewelry AU1*
Gold jewelry AU2
Industry expert ~ AU3**

* Formerly representing many posts in private padlic sector
** Possessing extensive experiences in manufaguraving factories set-up

in 4 countries

Data collection and management

For data collection, the researcher made appointsri®y/ telephone and
followed by an introductory letter attached withapy of the university approval to
do the research in order to declare the entithefrésearcher sent by prior e-mails.
The objectives of the research were briefed onitieeand reiterated in person
at the interview. Once again, these documents temded in to the participants upon
arrival for the interview with a declaration of theghts to stop the interview anytime
at their request. This should not be the case Isecdue interviews were conducted at
their premises and they knew their rights toohasihterview might not certainly be
their first. Importantly, permission to record théerview was asked and granted with
the research’s warrant not to reveal the contendsy third party and their names
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will be kept confidential and not referenced anywehia the research, if necessary
codes were used as per the above Participant Bespdrhere was no reward in any

form or any sort to offer in exchange for the imtew sessions.

Data analysis and findings

The voice recordings were transcribed into 7 sdpasets of word files.

The seven interview transcriptions in the Thai iersvere cleaned and grouped
based on the pre-coding data category conceptl aliign the interview guide
prescribed as a framework to cover all the industyes in order to answer

the research questions. Any irrelevant materiarelated to the subjects were
screened out and deleted from the transcriptionsrder to prepare for the data
grouping into each of the research question caiegjdhe researcher constructed
the Grouping Guideline Table as per Appendix 4rdayranging the original interview
guide into sequential themes with reference tadlsearch objectives. Accordingly,
coding processes began by grouping the contertteafieaned transcriptions
following the table format. The five main themedtw# coded database were prescribed
in forms of research questions and sub-questiosh@sn below:

1. What are the world gems and jewelry marketcstire and the Thai gems
and jewelry industry positioning to the world marke

2. What is the updated situation of the Thai gam jewelry industry to
the world presented in the macro views by the SVé@alysis?

3. What is the nature of the Thai gems and jenalisiness activities?

4. How does the nature of the gems and jewelsyniess activity provide
micro-analysis for competitive capability developitie

5. What are the participants’ strategic recomraéinds to develop
the industry competitive capability?

Each of the transcriptions was coded accordirtgdse theme guidelines by
highlighting them in different coloreds for eacheggory. Then, the same colored
representing the same theme was grouped into wewvilieés tagged by the stated
themes. All parts of the new findings were alsoadted into each theme relevant to
the subjects. Consequently, the themes were exgdaod® headings to accommodate

the new findings apart from the guidelines of thb&mes as pre-assigned earlier.
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The reporting style predominantly used text-embddgetations from the participants’
wording. The coded Thai texts were directly trareglanto English in separate headings
as below:

1. World gems & jewelry market structure

AUL1 provided us a framework of how to define therld gems & jewelry
market structure that, “we can say Thailand is @irthe world important gems &
jewelry centers, and Italy, China, Hong Kong andidrare centers too. Our Thai
center relies on our capability to source gemsteovigke the Italian market is plain
gold or silver jewelry not having gems as a magnt;pand diamonds go to
the Indians proportion in terms of retail value lddoe assumed for colored gemstones
jewelry at 12%; diamonds at 45%; and the rest goptain metals jewelry.” However,
he maintained that, “it is problematic to compaaetetype of jewelry in dollar nominal
value as plain gold jewelry production cost regtavily on precious metal gold.

But the value added is relatively low, around 1213 hen, it is advisable to compare
by pieces.” AG2 gave us his thoughts with this argnot that, “the proportion of
jewelry from Thailand is reckoned to be more th@fc3and 70% might come from
others.” This point is also made by AU2 that, “d@rd jewelry is the most in value,

if you look at 10 display counters, 6-7 counterB ne¢ gemstone jewelry and 3 of
those are from Thailand...since our product idergignds out over Chinese and
Indian...Chinese jewelry mostly uses imitation storsesh as cubic zirconia” AU1
moved on the gross term of value added on diam@ndljy in comparison with
gemstone jewelry that, “the same rule applies dialmdiamond sales which is certainly
high as the diamond value is comparatively highad. 80% of production cost goes
to diamonds where the value added is 20%.”

Diamonds are different than gold as AU3 pointetitbat, “labor cost on
diamond jewelry is almost meaningless, if you dohave a diamond base to produce
diamond jewelry, you will not be price competitien your diamond cost is more
expensive than others. It is likewise that we ($hare sitting on a pile of gemstones
where we can source varieties of stones at avelgtcheaper price than the other
countries.” GS2 supported this notion as that,rfahad (prices) are standardized.
People look at the certificate to compare the poicthe object. Only branding
diamond jewelry can call for the price. There ateeo gemstones in the hands of
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skillful merchants who understand quality and prgcwhich can call for a higher
margin than diamonds.” He also admitted that, \takie of diamonds and diamond
jewelry is the highest trading.” AU1 came to thecdoision on the value added to
gemstone jewelry that, “the gemstone cost is thesb in jewelry content categories
of plain gold jewelry, diamond jewelry, and gemstgewelry but gives the highest
return at least 45%. This value added is benefioiaur country.” AG1 shared the
same view, “we classified industry into 4 typesmdonds, gemstones, silver, and
synthetics.....our silver jewelry creates jobs andeadded to the gems & jewelry
industry more than diamonds which are very minimal.

GS2 noted that “diamonds belong to Europe, Inddhew York.”
The Indian diamonds concentrate on the commercaaegdiamond for the jewelry
part. The Indian center is unbeatable on diamooduymt as AU3 described that,
“Indian diamonds or diamond jewelry have a compagaadvantage, not only having
been around for many years, perhaps over 100 peaedso the Indians are site holders
for the last 10-20 years together with its 3-D caobep graphic design to aid them
on making models.” These factors help to breakugjnats limitations as AU1 stated,
the hindrance of the caste system that “most ofaWest caste is in this industry
producing low quality products while the higherteado better job offers.” said that,
“Thais are good at gemstone jewelry...80% are séwel 20% are various as the gold
price surged. Gemstones are our base and diamondisdaa’s.” He added on
the threats of Indian trade that, “Chanthaburi veoskare not good at marketing but
skillful at finding raw materials and creating valiWe fail to the Indians on system
procurement by being forced to sell at a 12%-1486alint for cash.” It is interesting
to note that, the Indians have become a thredtet®hai gems industry in its domestic
market while they are building a strong colored gieme production base at home
in Jaipur where their government is supportinggheate sector.

GS2 told us the Thai stand is giving rise to aeimmg & jewelry industry that,
“the king of colored stones consists of emeraldsrggng to India; the Thais do red
rubies at 80-90% and blue sapphires used to bé&8®and now have become half of
that as Sri Lanka has become a source of matana$iaving skill on the heat
treatment technique other than that Thais aregedr.” Thailand is standing tall as
one of the gems & jewelry centers among those waatders. AG2 compared the Thai
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to the Chinese products that, “Chinese silver jeyvsl bulky and fancy full with
semi-precious stones and synthetics where its ratenml competitiveness lies...at
present China is a production base for Hong Kongnedium-high and high end gold
jewelry followed by India which has better prodgaglity improvement and of course
having advantage on marketing skills linked to Uirstjc skills but Italians are still
the leader in terms of designs.” AU2 added on thmé€se competitive capability
improvements that, “China remains strong in jewehgde of cubic zirconia as well
as low end semi-precious stone by using machiné/¢et(Thais) have to buy from
China because of pricing reasons.” AU1 concludadi thve (Thais) are good at 12%
all in all of world value...China and India are figig with us on the medium and
medium-low class of gemstone jewelry and Thais rmuste on to the medium and
medium-high end products as our labor cost is midben so, Vietham and Indonesia
are closing in on us but they do not have a geritareu’ AU1 and AU3 proposed
that, “Italians have expertise in the mechanigsrtmluce jewelry. They are not
in any way involved with the gems industry. Thegguce plain metal jewelry from
precious metals, i.e., gold and silver. We havatipoed ourselves with the Italians
as technology buyers rather than competing witmtimich may be another way to
goto.”

2. Thai gemsand jewelry to theworld

The Thai gems & jewelry industry is highly regatidies one of the best gems
and jewelry centers in the world. It is anonymoustgd by all our respondents as to
this position. AU1 said, “we could claim Thailargldne of the world’s best gems &
jewelry centers”. They stated the position is twtdf one is the world gems center
and jewelry center is the other. GS1 expresseddmfdence on the issue that,
“Thailand is definitely the world gems center. Ctieaburi is fully engaged in this
industry with around 50,000 proprietors and outmpdstround 2-30,000 proprietors.”
GS2 confirmed that, “Thailand is the world gemsteefor colored gemstones
excluding diamonds and low grade gemstones.” AGaged further that, “being
the world gems center is having high traffic ofgbistones trading with more varieties
of colored gemstones than other countries suppbrtdzeing one of the world’s
jewelry centers where we produce silver jewelrthathighest export value to
the world.” AU2 mentioned that, “as being inform@gdmany customers including
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Tiffany, everyone wishes to move to Thailand beedysu are the center of colored
stones” even though we are not a source of rawrrat@nymore.” AG2, AU2, AU3
and GS1 agreed that Thailand is the world gemsecéatsed on rubies and sapphires
in this context and they depleted the source inldhd many years ago. GS1 added
that, “the source of raw materials is 95% rougmesocome from Africa.” AU3
confined the material sources that, “wherever tingye in the world, 80% of
the productivity comes to Thailand.”

AG1 proclaimed that, “Thailand is a center of gedrjswelry specifically
the silver jewelry. We have had industry growtl2afigits over the last ten years by
excluding the last 3 years (when the world econamigis hit)...it yields very high
value added to the country due to comprising maaglyction clusters with numerous
sub-contractors in the industry.” “Most of the sihjewelry produced in Thailand
covers the whole array of synthetic, semi-precstoses, and precious stone set
jewelry including minerals, specially marcasite @his posing outstanding identity
followed by plain silver jewelry.” said by AG2 wheeAG1 shares the same ideal
situations. AG2 wrapped up that, “China is our cetitpr. The USA is the world’s
biggest market where we outnumbered exports overadut our silver jewelry
exports are not much different to China in the @anena.”

3. Gemsindustry givesriseto thejewery industry

To ask about the relationship of the gems angethelry industry, AU3
confirmed that, “being a gems center assists betome a world jewelry center.”
And AU1 provoked that, “if we lose the positiontzding a gems center, we may lose
our status as a world jewelry center.” The sameqgreadded that, “in order to secure
a position as a world jewelry center in the long, we need to maintain and thus hold
on to the gems center in our country. There isvegdatility for Hong Kong to secure
its gems center by being a free port.” AG2 gava asncrete explanation on the degree
of dependability of the two industries that, “| wied that the status of being a gems
center makes us progress one more step towards devorld jewelry center. Our
country has been very skillful at gem heat treatra@d stone cuttings for a long time
throughout our historical development. Our gemsigtiy supports our jewelry industry
because it sits next to the supply sources whiettar stones where Chanthaburi
brings in rough stones from everywhere in the wawlte heated and cut in Thailand.
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We can supply the local jewelry industry in numbems size with relative cheaper
price particular the red and blue gems where therstdo not have this access.

We have very few competitors considering all typkgemstones. China and India do
low grade stones and Sri Lanka specializes in onb/type of stone”

4. Thai gems & jewelry standpoint to theworld industry

From the world perspective in terms of strategit-growth: China is cost
efficient to value jewelry; Italy is for value ctéan through design development; and
Hong Kong is good for value by ensuring customefidence and being a free port.
These are proposed stances by the 5 industry penicés.

AGL1: “our standpoint for silver jewelry is one gtshopping. We offer across
product lines from very low end selling by weighta.medium and high end with
uniqueness of our gemstones setting on the piectarSthere is no one who can do
heat treatment as we do and this is our specialty.”

AG2: “our industry stands for quality. | believardoreign customers trust
our product quality over the Chinese and Indians.affreed on specification with
on-time delivery. Honesty is our strong accent ttiencounterpart nations.”

AUL: “our stance is craftsmanship as it is in DINA combined with our
Thai hospitality. We care for our guests whichus strong character. This quality
cannot be emulated. Our counterparts lack thistyudhe Chinese are too pushy for
guantity orders and it is not very sanitary tramgllin Mumbai. European customers
prefer Thailand”

AU2: “our industry standpoint is tailor-made byder. We are meticulous
and service-minded. Thais are flexible to custohrerpuirements but the Chinese are
not. We care about quality”

AU3: “high product quality, on-time delivery andresistent quality supply
are the main standpoints of our Thai jewelry. Weewailling to help customers even
it is not our fault. We are here to serve”

5. Gems & jewdry industry is having long historical development

The Thai gems industry can be dated back to niane & hundred years.
AU2 said that, “we were a ruby source and it wasfévorite of King Rama theé™s
Rubies were abundant in Kanchanaburi and Chanthtédsaugh the hands of Thai

alchemists to perfect the stone quality that is@fithe Thai characteristics, like to bet
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on the result where throwing these precious stongsthe fire. This science has been
successful and passed down from generation to goer\We would not be able to
be a gems center without having gemstones in tiiediace.” GS2 added to the issue
that, “there are different kinds of better quatidyv materials from overseas coming to
mingle with the local sources such as Burmese subdiethe same time, Thais move
to bring in Sri Lanka sapphires to do heat treatraéhome. The Sri Lankans did not
even know how to do the heat treatment at that.tirhés is reflected by our Thai

spirit of adventurism.” AU2 grasped the essenciefThai knowledge network that,
“this know how has been developed throughout timgkvae are quite strong on this
till the Burmese hired Thais to teach them the kitnmw in Naypyidaw or the Indians
hired Thai experts to help them on red stone anstio Singapore.”

AU3 supported this notion that, “commercial gratlenes normally come to
have heat treatment in Thailand. Thais have lorg lexperienced on heat treatment
for over 70-80 years from our grandfathers. We Haweed the whole lot of our own
stones out of the country that is our experiendéhg with this expertise on heat
treatment and stone cutting, Thais have developeeljy making skills. AU3 narrated
on the jewelry industry development that, “the Tjleawelry industry originated from
the gems industry...Italians came to buy gems frorowset on their mounts and later
the US military servicemen bought gems and set or@onts in order to avoid paying
tax as personal belongings. This is perhaps thdayegf the jewelry industry
in Thailand.”

AU proposed that, “though labor wages increassdlting from
a decreasing population due to an aging societyf bais can move up to do a higher
class of jewelry that pays better.” The gems ingustalso having the same operational
flexibility. GS2 reported that, “there is a labdwstage in Chanthaburi, we have
adapted to the situation by producing higher ggatas and moving lower grades to
Isan (north east region) instead.....we also use mesho replace labor in case of
lower grade gems cutting. Household industry is@neur Chanthaburi models.

For example, when my business is off from the fsesison we shift to stone cutting.
Staff takes 50 stones home to cut and return fothen lot. It is not necessary to set
up a factory of thousands of workers. This supplgiic network only requires

10 households to do the cutting. This model has laeeund for over 50 years and is

fully developed in our society.”
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6. Importance of heat treatment and its stage of art

Heat treatment is indispensable to the gems industs a process to enhance
gem quality to get rid of any impurities or custsdrom the natural process of
the stone formation. AU3 explained the processas thnly 2% of gems extracted
from the ground do not required heat treatment. 88%d to go through the process
methodically....... we learned from doing while the veestproduce machine serves
us.” There is a cost of learning to do heat treatm&U3 moved further that,
“when we sort gems from a mineral extract lot weasate them into several grades.
Some lots give very high yield that only the higadge group has paid for the cost
plus some profit. Then, we can do use the lowattegta do heat treatment experiments.
The heat treatment is an art to match the temperdegree to each stone lot perfectly.
The gem trader could lose the whole rough stone/@&n each type of stone and
nature of the each lot is very much depending erstiarp eyes of the trader to decide
how to do the heat treatment.” Then, AU3 conclutthed, “the heat treatment has
in effect put Thais in an advantageous positioootairol gems flow by the heat
treatment process and then pass those heat tteatez cutting process which Thais
have mastered.” This is the way that Thailand igding up its gems center to
the world as gems trade traffic flows into its gerester.

7. Emergence of gemstone monopolistic situation

The gemstones market has long been enjoyed oligtp@ompetition.
Thais do bilateral trade by bringing in the genfseowise the locals from the sources
of stones bring here to trade in Thailand. Thers m@big player like De Beers
in the diamond industry in the gemstone industhya@mfields came to the industry.
GS2 narrated on the big corporation roles and vliktes to the gemstone markets
that, “Gemfields is listed on the London stock extae...it does ruby and emerald
auctions. They are experienced people in the mibuginess having concessions with
the Zambia and Mozambique governments for rubymgitay sharing value at 30%
with the governments....their total value of stonetams is more than USD 120 m.
since June last year. ..... their supply is guarantgecbrporate good governance and
consistent quality supply. One way or another, ¢thestion became the main player
in the world gems industry and recent developmestriving towards product
branding like Swarovski on crystal.....in the enaysh auction lots came directly or
indirectly to Thailand for heat treatment at Chatvilri.”
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8. Theindustry SWOT analysis

Strengths

1. Responses on the cause of “Thai hospitality'irense when the question
is asked why foreign buyers prefer dealing withiTthanufacturers. AU3 stated that,
“Our land is fertile and has plenty of food to #harhus, Thais are kind and care for
guests visiting their homes with a smile.” AG1 ald1 pointed out that, “Thais are
highly flexible to trade and willing to help thdiusiness partners. Their business
communication dialog is at all times friendly, cammising and supportive to
customers. There is less of the rules barred ttetaad truly creative engagement.”

2. Thai product quality very much reflects ouysgical settings and our
culture. These factors aggregately create a unipaeworkmanship supporting mass
production yet requiring highly skilled craftsmaishAG1 proposed that, “Thais are
graceful and detail oriented which runs in our éige....... directly derived from our
body structure naturally with our embedded cultamd traditions....these natural
traits support quality craftsmanship.” AG2 agreethwhis remark and added,
“these qualities result in Thais are specializedraftsmanship on whatever product
style supplemented by our honesty with our busicessterparts.” AU2 noted also
that, “jewelry making requires in-depth know-howagdrom skills where Thais
muster with the nature of Thais. Our industry ggtas is our Thai nature on what
we are and no one can take this away from us.” 4&l& another perspective to
consider, “the other Thai quality is outgoing pe&@dy which is easily to control and
suitable to manage on production lines. Importarfthais can do mass production
jewelry with standardized product quality of thentianade pieces.”

3. GS1 gave a different view emphasizing on thai &dventurism that,
“no one dares to risk their money by making invesitron heat treatment as what
we do now.”

Weaknesses

1. AG2 and AU3 agreed that Thais lack of unitg &asiness collaboration
among trade associations even so there is an eséstd a trade confederation.
The level of collaboration either at the level saciation members or among
associations is slack. AG2 narrated that, “our giduweaknesses is Thais are not
unified to help each other. Do not mention abollective bargaining with
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the government since each association is not uaitddlo not formulate requirements.
This is also at the level among association memiretsusiness fraternity. There is
no customer information exchange and credit like the Hong Kong counterparts.
Our industry lacks trust otherwise “being acceptasia leader by the government to
represent us to negotiate with the government. 3tinisng situation has arisen from
conflicts with a few big companies and their diffileces are not yet reconciled.” AU3
pointed out this might be structural problem ratian cyclical, “the reasons why
people in the industry do not genuinely assistam&her or reveal confronting
business problems to others following the fashibthe western society is because of
our historical development. Jewelry factories aegnty an extension of forward
integration from gems trader or cutting. These fpeape by nature over-confident to
what they do. They are special people who havgtiteto pay Baht 10 m. to bring
home stones and throw them into a 2,000 Celsius fore3-4 days with the hope of
turning out shinning gems and as the same timenamaiccepts a Baht 10 m. check
for payment with the hope that it will not boun@éeir problem is to say “big ego”
and that is reason why Indians are sieging our §lais associations.”

2. AG1 pointed out, “the majority of our industnembers are small
businesses. They lack production technology andagement skills. They have
grown because of the market expanding without sdmgogrounds. Unlike
the Chinese is having Hong Kong and Europeansgpatidue to moving their
production base to China where they bring with thleentechnical know-how.”

3. AG2 explained how the VAT has affected the g@mdustry mainly and
spilled over to the jewelry industry on the taxusghat, “We do not have gems
in Thailand anymore. The government recognizedgtoblem then waived all tax
involved with gems 20 years ago. Rough gems andahas flew into Thailand
building up our gems base to what we are todaynEN@mond factories were
cropping up. Then, there is a verse of VAT impletagan. The flow of stones has
been drawn back and we have to go out to find meosxematerials. Many countries,
such as South Africa and Vietnam have been tryorotect their mineral resources
by imposing export tax on rubies and sapphireddled to the market forces.
Vietnamese are bringing their lots to trade in Tdrad. However, there are many

structural obstacles to conduct the trade smoothiyhese gems are not declared
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in and exported. The official Thai gems exportusrently around USD 7-8 billion
which is only 1.5% worldwide because the exporésrant declared. If the VAT is
waived, the value of exports will instantly increde USD 15 billion. At present,
undeclared stones are a burden to the jewelry inddzactories need to ask for ID
cards from traders to substantiate the stock hgldith the tax invoice. Factories are
at risk on tax liability.” GS2 added that, “thistiee reason why Gemfields does auction
in Singapore.” AG2 cited that, “why we have to ba inflow of gemstones while

we do not have sources of stones anymore domégtical

4. AG1 and AG2 shared their view that, “theretaeads of diminishing
labor forces to the industry and now the lack bblaproblem is chronic.”

5. GS1 and GS2 agreed in principle on the ladksiftutionalized supply
chain connections between the gems and jewelrysinglobstructing trade
development. GS1 said, “our weaknesses is laclongectivity between gems and
jewelry....Chanthaburi merchants are good at soursutgiot marketing....
the problem of Indians’ 12-14% discount for cashdeto be resolved...we need
more new traders in the market.”

Opportunities

1. Opportunities on production and branding tetbgy transfer are opening
up to Thais while more world jewelry players mokeit production base to Thailand
and open up retail shops locally. AG2 explainedré@son why Thai export sales
have grown in this economic crisis is that, “manyltmational companies who are
world class brand retailers have moved their prodndase to Thailand. That is
the reason why our export sales jumped....they aoefirthe main reasons for their
investments were our meticulous craftsmanship amdonesty.” AU3 added that,
“Pandora moved from China because the labor fdriggsturnover rate affected
guality management ....Swarovski also l@ssame reason to expand more plant
facilities in Ayudhya that closed down in China..ffainy & Co. which has USD
2 billion in sales moved to Samuthsakorn setting ygbant with 2000 workers on
a 30 rai plot of land....these investments happemeduse of our quality workers
who can be trained and controlled...this phenometfil@nsous an opportunities to do
quality higher-end jewelry” AU1 concluded that, fapportunities to grow our jewelry
industry is to go for medium, medium-high with iebsanding capability as so called,
forward integration that the government supports.”
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2. Enhance labor forces to the gems & jewelrygty by free market. AU3
reminded us that, “30 years ago when CZ came tdarith peasants can do great at
this stone cutting activity. From Sarnagming in diachatani, Wangnampriew
in Chacheungsao, Sena in Ayudhaya, and Suantégpimanburi peasants were doing
stone cutting at the end of the day. This indusiag a household industry where you
could bring stones home and doing cutting at harhes operating activity was cost
saving helping factories save on production cddiss benefited the jewelry industry
on deriving relative cheaper gems costs. This Holdendustry had various levels of
skills that helped traders and miners to send atibus types and grades of stones to
be cut. Their work functions were really having omnant places in the value chain
for the jewelry industry to have varieties of steigeming in terms of type and grade.”
This factor reinforced the competitive capabilittdgdhe Thai jewelry industry as
well as the gems industry as being world centerotifred gemstones. Sadly to say,
the structure has been eroding throughout timéeWAT and withholding tax
system....most gems traders went underground botbrieghrough stones and
exported rough or cut stones....we need to be gpvedike Hong Kong. Even
though it is almost too late but if we were grargedt would help the industry
substantially.” AU1 supported that, “our agrariacisty offers so much hidden labor
forces in the field. It is an ideal situation to stone cutting at home as side-line work
after the rice and farming seasons. It would helkeep people at their homes rather
migrating to big cities seeking jobs at factories.”

Threats

1. One of the major threats to the gems and jviretiustry is that
the government will or national will is still nob¢used on the direction to go towards
an aging society which we will turn into within 7y8ars and still be stuck in the middle
income trap as AU1 expressed concerns. AU1 movddrdmer that, “whether
Thailand can retain the position of a craftsmarmgty center or not is out of question.
Our workforce has become constrained and limitegltduan aging society....if we do
not specify what we want to do, then our work fongk be scattered here and there
drifting to an imperative situation of losing potiahlabor. We have to ask ourselves
what Thailand is specialized in because speciadizas the name of the game to do
jobs for better pay while our population size igrgking” AU1 offered that,
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“the gems & jewelry industry would be able to offeciety more than other industries
where making value-added of 40-45% and fully utiligthe top labor potentials by
doing medium and medium-high types of jewelry oti@n the electronic which is
very marginal.”

2. There has been a big wave of market evolwgsociated with the cyber
age. AG1 revealed that, “For the last 10 years,|egdabters have been almost wiped
out and retailers who had 5-20 shops came to desitly with manufacturers at
the same time department stores and televisionank$ndealt directly with
manufacturers and demanded consigned stock codnactesal-time computerized
systems. The market evolution gives more bargaipower to buyer playing
producers against one another on price competithdd2 supported this trend that,
“It is @ moment of truth on this market evoluti@ome family businesses that do not
accommodate to this market change will lose outlankeft behind. Inefficient cost
oriented factories will be forced to close dowsame companies do not have next of
kin to carry on the business, then the businedsioge particularly stone cutting.”
Furthermore, some big retailers do backward integranto production base as AU2
shared, “the number of wholesale businesses dih@dieaving those big brand
retailers in the market while the size of the cisk#till the same size. At this turning
point some retailers moved to do production othsevihey play the game of
competitive price reduction which is a suicidal ganm any case, stone dealers are
integrating to do jewelry manufacturing.”

3. “Many countries source of gemstones such agalglascar and Sri Lanka
protect their sources by having non-tariff obsta¢tetrade...while India moved
vigilantly into colored gemstones industry withostg support from its government by
building up Jaipur as a gems center....this coincidigd the market structure change
when Gemfields came to do colored gemstone audbphgving some Thais working
for Indians to make stone valuations and gradi@?2 raised the points.

9. Thegems & jewelry industry settings

Nature of the gems & jewelry business activities

1. AG1 gave us a picture of the gems and jewaghgrational activities
as that, “the gems & jewelry industry differs frather businesses where we stress
on workmanship connecting to machinery and goirgklaend forth more than other
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industries which are using one machine to almostptete all the processes.
Our product requires quality control for all protioa stages. The difference from
the other industries is our work is graceful anthifleriented for handmade products.”

2. “Gemstone cutting is really an SME businessedat home. This industry
consumes minimal electricity in comparison withestindustries. It is genuinely
a household industry. You have a spinning wheelgiSiamps for 5-6 work stations.
These machines can be installed under the house wheetraditional Thai housing
style always has space under the house. Peasande tlis after work or in the off
season.” AU3 shared.

3. Even though the gems & jewelry industry islewm as labor intensive,
but the yield has a high return for either gemgwaelry as GS2 explained, “the margin
for a one karat diamond ring might be 10% but cadlogemstones may give heaps
more margin than diamond with the same desigmgf ri.this alternative stone change
is a common side-line in jewelry shops to mainfawfitability.” AUL gave his
thoughts that, “the jewelry industry is labor irgeure but certainly not more than 15%
...where in the past it was only 7% (before the mummB300 Baht daily minimum
wage).. our industry differs from others in that wee very expensive raw materials
like gold, diamonds and gemstones. There is naéay about labor costs at 15%
even though Vietnam and Indonesia’s labor cosiwel than us, let's say 30%...
it is 30% of the 15% labor cost. Having said tha,are making quite a high margin
in this industry, 5% of uncompetitive labor pricirsgnot a big deal.”

4. AU3 drew us a picture of the gems industry,ttthe process of stone
cutting is subdivided into many classes where @#the household groups is
specialized in a specific kind of stone and grades is what market position
the trader projects him/herself into. No one ddesesbuying across grades. Each of
the traders establishes their names on what tleegpeacialized in. This of course,
applies to the jewelry industry where the factargpecialized in a specific type of
jewelry.” In my view, this very much depends upolewel of each factory or work
group skills at the time since these businessideswely on craftsmanship skills.

5. GS1 pointed out that, “raw materials, spealficgems, are timeless and
can be kept as an investment. New lots of mateoiading in to challenge the gem
trader’s knowledge on identifying its authenticiiyd valuation all the time.”
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6. AU1 speculated that, “the number of 380 bigppietors is coinciding
with a number of registered exporters. If it isth@n, those SMEs and households are
subcontractors of the former. 380 people are rmbtm a number, it does not mean
a monopolistic situation since it is fragmenteduwgio Then, it is the right thing to do
is to help these SMEs to have consistent orders these 380 exporters rather than
teaching them to do product development.”

Majority of theindustry membersare SMEs

1. AG2 remarked that, “SMEs make up the majaftthe 85-90%
depending on the market situation. However, bigmames have higher export figures
than the SME but SMEs use bigger labor forces tharig companies ....they take
orders from the exporter in Bangkok which are tngdtompanies outsourced for
shipment or big companies seeking subcontractoosevproduct lines are not suitable
to their production lines. These people are seyelishdvantaged when foreign buyers
came to approach them for competitive pricing tivatercuts the whole industry
during this economic crisis ....the SME becomes SSME when orders are hard to
find in the middle of the world economic crisis.. yhgght for their survival to do
more product niche jewelry classes...this resulfBhailand having across the board
product classes by these “ant armies” for cashcany business at Kaosarn,
Chareonkrung, and Pratunam. According to the SMiihgs, we foresee 3 groups of
SMEs: subcontracting for exporters; cash and gaasket; and direct OEM orders.
SMEs are not looking forward to upgrading their @piens since it incurs costs and
of course Thais do not prefer changes.”

2. AU2 said that, “the origin of SMEs is from thems business...it is really
a household activity after work and then expandmg0-30 people in a work group
where traders distribute rough stones for theitimgitvork. Some types of stones
foregone such as cubic zirconia but rubies andrseggpare still doing so.” AG1
asserted that, “SME in his opinion is 20-30 peapbekshop or factory. They are
family businesses passed on from one generatiandther. In the past, they were
growing fast due to the market surge.”

3. AU3 shared different view, “these 20-30 peoptekshops are
subcontractors. Those retail jewelry stores dadedatheir own products anymore.
They rely on these subcontractors. They have beeking together for a long time
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establishing trustworthiness among them. You waowldgive expensive diamonds to
a person you just happen to know. However, the mariship fee is normally
handsome enough as the jewelry mark-up retail psicertainly high. Jubilee is also
subcontracting their jewelry out to various faatgrsince Jubilee is the diamond
trader for their whole life.” AU3 was also givenaher thought about the origin of
these SMEs that, “most subcontractors were faat@nkers breaking out to set up
his/her own workshop to serve his previous facemployers to reduce the factory
labor cost. Their pay is based on paying by theegofe

Thelr business activitiesare OEM and being a subcontractor

1. AG2 described the industry setting that, “dhai workmanship is unique
from others. We do production to order by OEMs dame customers’ designs.
Thailand is a center of OEM production and hasna@®Ms and OBMs for a few
big companies.” AG1 supported that, “it is rare amdly exclusive to big companies
building branded products with foreign partnersai§tare only “hitman”, we are OEM
people taking orders from big companies as subaotars. Some subcontractors are
financially strong, they can then provide their oprecious metal in exchange for
better pricing otherwise the big company will pieithem the metals...these
subcontractors are basically experienced craftdroembig factories being encouraged
to leave work at factories doing work at home dreadrtprevious employers give them
job orders.” AU1 also pointed out the same thditeSe small proprietors are breaking
from their own factories to work at home. Thesdtsraen are learning by doing.
Some of them went back to their home town and taiinglr relatives to do the cutting
in order to have a support team to do orders derfinean factories...this is a very
healthy situation of income distribution and retiagnlocals to work at their home
preventing internal migration to work in big citit&S1gave a different view that,
“these small proprietors are perhaps from factahaswent bust and the workers
come to set up their small businesses.”

2. GS2 proposed that, “since they are OEMs, tB&Es then do not do
marketing but receive orders from big companiesubh subcontracting activities....
to create a brand is far-fetched, foreigner araglthese kinds of activities.”

3. AU2 repeated that, “those exporters subconpat of their order to
these SMEs backing their orders received from fpréuyers because each jewelry
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factory is having a level of their expertise toleapecific product. Each part of
the order is submitted to a small workshop thatigfiees in each particular job.
The product network is really helping them to fiilfie order. Some companies
assemble several pieces from many subcontractbisidlin particular for cut
gemstones.”

Jewelry design and branding

1. AUS lectured in range on the branding prodactcept that, “the real
concept of branding is subtle. It is not simplyrdpdesign product and putting a name
on it. We have to be honest to ourselves whetheisge any Thai apparel international
acclaim brands at all because jewelry fashion vadlthe apparel fashion trend....
the key success of selling jewelry nowadays isdjradvances in fashion design; and
a relatively competitive price. At this moment, rinés no way in the world that | can
see our Thai jewelry become world famous. It isexiely difficult to create a brand
because Thais are not the mainstream of fashiod setters in the world....Pandora’s
key success factor is involving consumers to craatedesign jewelry. This is really
reflecting the character of Danes. Pandora makeaijg in such ways of collectible
items by introducing different kinds of bead cotiens. Their design is simple and
appealing. Pandora issues a seasonal bead calléatioonsumers to choose from
in frequent festive seasons such as the Christolleston is about all Christmas tree
decorations. Consumers can choose which itemswhayto buy from the whole
product range....this changing consumer taste ikititeof economic crisis is threaten
Thai traditional jewelry products. But we are caoefnt that the trend will come back
since people still want to be different from otpeople in dressing up and using
jewelry....to cut a long story short, SMEs are not doing tbein design brand but
the brand retailors do it in their own ways.”

2. AU1 evaluated the branding and design contbepi “In gross terms,
consumers in a particular country market set tehitan trend which the taste is still
western dominant. It is not plausible that Thasaany designs and manufacture
jewelry for westerners to use but in fact we havally our design to the ongoing
trend in the particular market. It will be usefal the government to help on feeding

information on market trends to support the indugirbetter learn about the market.”
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3. AUZ2 pointed out that, “each market has thein daste which is deeply
rooted in their customs and traditions. To buildaugrand must have the society’s
DNA in it. Italian products might be successfutle USA because of sharing
European looks but | have never seen any succeéssiint brands selling in the USA.”
AG2 provoked that, “Thai identity on a piece of gdvy cannot in fact be sold to
the world market. Most trends come from the consumarket which is Western
societies. Asian style is hardly ever sold apamfiWesterner coming to Thailand and
buying souvenirs at a weekend or Sunday market...haildnd is in the mode of
OEMs and very few ODMs. That is why some Thai desig are still copying or
using designs from magazines as the main thenteeofdesign.”

Production technology requirements

1. AUS3 pointed out that, “it is easily accessithleough the internet and
craftsmen can learn from other people how to matieee of work....people who
make tools and machinery technology available istéfeers serving what
the craftsmen want. In our jewelry industry, thespa who gives work to
subcontractors will bring with him a productionheaue to the subcontractors and
he might have learned that technique from othdrerdis a motive to do this technical
transfer to have the piece done by the subcontrastthe ways they want the pieces
to be.” AU1 added to this notion that, “apart fréeeding consistent orders to SMEs,
the big companies pass on production technologlyeim. They have to do this
in order to make SMEs become efficient in productibhere is no reason to withhold
otherwise they will not give the piece to subcoctives in the first place as they want
to manufacture themselves.”

2. AUL foresees Thais as technology users asatevier new technology is
available, each factory decides whether to buydbetved technology to build on their
niches. It is a production secret of each factdhe latest technology in the hands of
Thai craftsmen can always extend the usage fromeRkperience.” AG1 maintained
that, “technology transfer shall be focused on neidized factories rather small
factories since they can rely on the small onesva¥er, whether it will be an effective
transfer or not depends upon the acceptable criatteat the one that does

the technology transfer.”
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10. Echoing from theindustries

10.1 Recommendationson taxation: All respondents shared the same
views of Thailand becoming a trading center onftee port concept. GS2 proposed
that, “government policy should be geared towathding center direction....
the framework of laws should be similar to Hong Kanfree port of 100%....this will
help our industries substantially. The Hong Kong Ba3-4 times bigger than Bangkok
Gems Fair with a trading value of more than 10 s§inféhe government should do
whatever it can to move in this direction.” AG2 gideed that, “the government should
come to rescue on tax issues by following Hong Kefrge port model and
re-categorizing some findings to unfinished produwsich as chains.” AG1 tried to
explained on the issue that, “as we know all thg theough that raw material stones
have vanished from our country for many years baistill have laws to bar the flow
of stones to our country. We should liberalizetthelaws.” The influx of gemstones
coming into our country would reduce economic las$S1 added that, “they bring
the stones to sell for cash. The selling pricéaathine and in Chanthaburi is
comparable. We do not have to pay for transportadiad waste 10 hours on a plane
and would take months to pass the miners’ custmogaures as well as ours.” AU1
supported this tax strategy that, “the free patust will draw huge quantities of
gemstones to Thailand to secure its position anasgenter...value added will be
made through the beautiful hand of craftsmen by tieatment and gems cutting.
The flow of gemstone runs across the country sidéhe household industry. This is
the utmost efficient form of production and encaimg for a self-sufficient economy.
Farmers will have a high sideline income that eating more value added to
the economy.” AU2 revealed that, “if the tax franmelwvis similar to Hong Kong,
it creates a more dynamic and high potential lmkhe country of material sources to
do auctions right here in Thailand. This would beane extent to invite Gemfields
to do auctions in Thailand. Those auction actisitsell promote Thailand as a world
gems center comparable to those Indian and Chowsgerparts. This status would
elevate to next step of setting the colored genesstandard by using Germany’s
cutting technique through a cutting school by tleen@ans. This would help immensely
to promote the growth of the gems industry.”
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10.2 Recommendations on gover nment sectors: AG1 and AG2
supported the ideas of integrating government seet®well as trade associations to
become coherent forces truly working for the indystve should set up one stop
services by selecting one organization to servpualposes particularly the marketing.
We have so many working organs like Federatiomafistry, Chamber of Commerce,
Board of Trade and many more associations but ¢aimordinate to move
the industry forward...these institutions should agrpon the direction to go forward.”
AUL1 pointed out that, “the gems & jewelry industiystainable growth is laid on
supporting resources usage efficiently specifictéllylabor forces. The government
should set the strategy to promote industriesdreste the utmost value added to
the country. In my view, the food industry, hosliiyandustries and all the crafts
industry are a priority.” GS1 recommended, “to th vicious circle of the unfair
trade commission by encouraging new traders t&tienthaburi gems market and
alter the labor laws preventing foreigners to dmgeitting.”

10.3 Recommendationson financials: AG2 pledged to the government
for financial aid that, “currently Exim Bank stareducing the credit limit of customers
where it offers credit insurance and both Exim Bankd SME Bank should support
exporters through packing credit. This would engdotgprietors to become financially
stronger.”

10.4 Recommendationson marketing: GS1 pledged to the government
to aid on establishing a supply chain link betw#engems industry and the jewelry
industry and encouraging gems trade activitiesroynpting the Chanthaburi tourism
industry through the Department of Foreign Tradd2Advised that, “the government
should help private the sector to open new matkgtgponsoring new potential
markets...as the same time running product educafoograms that were successful
in Japan. This model should be implemented in Ctur@omote Thai gems along
with business matching activities....we should doerublic relations on the gems
that have been less appealing in comparison wadS@nd tourism.”

10.5 Recommendations on technology: AG1 advised the government to
follow the Taiwanese model, “to copy the Japaneaehine and modify them for local
use at relatively cheaper costs supporting the SEMsvould not be viable for
the private sector to do this work and recommemlassignment to King Mongkut
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University of Technology....the government shouldedite budget towards this

exercise for technology transfer.”

Conclusion

The research design is a qualitative researchugpey phenomenological
research strategy by open-ended semi-structuretviatvs based on an interview
guide and document study for the data enquiry ntethibe number of interviewed
participants was six with one triangulated intevwee. The interviews were conducted
in Thai from the English interview guide translatithat was reviewed by the Advisory
Committee. Primarily, the pre-coded themes werasgtthemes with 5 sub-headings
referring to the research questions and sub-quasiip the Grouping Guideline Table.
However, the headings were expanded to 10 wherdindimgs were asserted to
the 5 main themes. The research data collectioreprtoes were fully observed and
the interviews were carefully conducted by compdyivith the academic general
research rules. The Thai transcription texts weraned, grouped and coded then
directly translated back to English readily for #hesizing the process of data

discussion in the next chapter.



CHAPTER 5
CONCLUSIONS AND DISCUSSION

In this chapter, the researcher reports the aisabyshe previous research
studies based on the macro-analysis of the wdredThai gems and jewelry industry
and the integration of this study to previous stadiAt the same time, the researcher
presents the micro-analysis on the gems and jewebkiness activity in Thailand.
The researcher also provides suggestions and reendations for the gems and
jewelry business for Thailand in Chapter 6. In gahéhe objectives of this chapter
are to establish an analytical framework upon witicprepare the industry macro
and micro analysis for research conclusions to nagként strategic formulation for
recommendations on the next chapter. As mentianadro analysis is reporting
the total situation and general atmosphere ofrtastry, whereas micro analysis is
in the form of studying the nature of businessvitgtand settings and telling
the reasons why such phenomena occur. This chapdetes the industry information
on macro analysis and reports on the part of tleeanainalysis that has been discovered
from the results presented in the previous chaptespecific, there are 4 main parts
demonstrating the industry analysis in this chafart I-the World Gems and Jewelry
market structure and Thai gems and jewelry to tbddyPart 1I-Thai Gems and
jewelry industry competitive advantage developmePati IlI-the Nature of the Thai
Gems and Jewelry Business Activities; and Parth®&/-Thai Gems and Jewelry
industry SWOT Analysis. In principle, this finaltsd updated SWOT analysis is
a typical situational analysis that establishedthi@dation for strategic formulation
and the positioning analysis that is derived fr@wvealing the industry structure is
supplemented with details of the strategic plamss Theme is laid out in the next
chapter.

Conceptually, these 4 main parts are signifiethiey3 main players
in 3 dimensions: the world industry society consgbf industry members from
many countries; the Thai industry aggregately witmy local gems and jewelry
proprietors and; the individual Thai proprietotsslimportant to note that it does not

make much sense to isolate one player from anatleder to study the purposes of
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the industry strategic formulation since these @tayare simultaneously influencing
and interacting with each other causing industingfes domestically and
internationally. To take a closer look at theirst@nce, these players are

a composition of one another, i.e., a group of pedprs is aggregately becoming
the local industry and the same industry in varioausntries constitutes the world
society of the industry. However, each of the ptay®s their own views and thus
react to particular events and situations diffdyemiotivated by their economic
self-interest in this free market economy. Theyld@pparently have been chosen
either to contest or support the very same sitodiid in different contexts as far as
their ad-hoc interests are concerned. For exartlpdialians keep on selling their
first-class propriety chain making machines toAmeericans which is their major
market while producing the chains to export tottf&market. This situation has
persisted for many years. Be that as it may, marbetpetition is the name of

the game geared by profit motivation.

Naturally, the degree of rivalry is getting interend very competitive when
two parties or more regardless of their nationatgrt producing the same product
lines or categories supplied to the same countgven worse to the same customer.
In the gems and jewelry business, people are styitdwards better quality, good
design, faster delivery and competitive pricesaiwvs at its best to their customers.
This type of competition happens in every levebosiness activities ranging from
proprietor, country, and region throughout theisibess live span. On the way round,
there could be some occurrence of trade collalwrati support, such as a free trade
zone allowed the Thais and Indians to collaboratélexible raw material
arrangements, e.g., diamonds and gemstones, ttioeygare competing in a medium-
high class category of fine jewelry in the US markarticularly, the colored
gemstones and gem set jewelry of this type areuped cut, and manufactured by
Indian companies in Thailand. This notion was isg OIE2 pages 4-9 that, “It is to
note that the value of colored gemstones importabdndia is quite low. This type
of raw materials (colored gemstones) might peripapsured through (Indian)
company network and manufacture gem set jewelipbian companies overseas,
e.g., Thailand. This results at showing low salesaored gemstones import and
export in India.” This is one of the many formscoimplex market competition where
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competition sets ground on various product typesdyrct classes, and the country of
origin.

In retrospect, it would not be plausible at alttothe industry strategic
formation and subsequently recommending the stydtedevelop the gems and
jewelry industry without aggregately considering three industry players in various
dimensions on the study equation besides the amdspapers presented to us only
the two top tiers of the macro analysis. Therefotg,study is then proposing to
specifically cover these four parts. There wasgairement to do document study to
establish a ground study of series analysis oitidd gems and jewelry industry
and the Thai gems and jewelry SWOT analysis basdte5 research papers.
Then, the findings are applied to update and tloaéiren the industry situation.
These two parts which are in this chapter as PartIPart IV are an attempt to
primarily answer the research sub-question to leheaoundation of the 5 research
macro views as follows:

1. What is the world gems and jewelry marketcitrre? And what is
the Thai gems and jewelry industry positioningte world market?

2. What is the updated situation of the Thai gamsjewelry industry
relating to the world presenting the macro viewshsSWOT analysis?

As stated above, the researcher conducted aspildy on the 5 research
studies by document review and study in the arédsedwo sub-questions set forth.
Part | replies to question one above and is organizto 3 sections: Data Study;
Data Analysis and; Data Conclusion. Part IV isttegare a summary of the SWOT
analysis from the 5 research studies where theséulbf documents can be examined
(see Appendix 5). Then, points are stated by ttes&arch studies are rationally
skimmed down to only those points that are relet@the current industry positions
and prevailing world environment. There is a fulplnation provided as to why
those points were dropped at the end of each digousession. Accordingly,
the summary report of the two sub-questions is tgatlay the research findings from
chapter 4. Parts Il and Il are the micro analygigch is introduced where the report
contents is straight from the research sourcesavithl discussion. Generally,
the research findings are specifically extractedifchapter 4: the Results which are
the purpose of the study. This micro analysis sactubmits a full report to answer
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one of the research sub-questions and researctianselselow:

1. What are the Thai gems and jewelry industmpetitive advantage
developments?

2. What is the nature of the Thai gems and jenalisiness activity?

And how does the nature of business activity previdcro-analysis for competitive
capability development?

Answers to these questions are kept in consiaderabi scrutinize those
remaining SWOT factors from the 5 research stushedy including the new findings
as to whether they are relevant for strategic fdatian, if not they will be discarded.
Finally, the chapter conclusion is drawn by addrestheir relationship of the world
market, the Thai industry and the proprietor intéve activities of these institutions
at the end of this chapter. This part provides macid micro analysis of the gems
and jewelry industry settings, roles and functitmperform at all levels in
consideration by submitting the updated set of Tindustry SWOT analysis
supplementing the positioning analysis for formualgthe industry strategic

recommendations in the next chapter.

Part I: World market structure of Thai gemsand jewelry

Theworld gemsand jewery industry

To learn about the world gems and jewelry industrghiefly to understand
its nature of international business. Generallyakpwy, the gems and jewelry industry
involves all sorts of various raw materials anddorcts as previously described
in Chapter 2 (see Figure 1). These material iten$caund from different corners of
the world, being semi-fabricated into intermediarymanufactured finished products
in many locations and eventually being sold thraughhe world. A quick example
presumably stated, rough diamonds from South Afiieacut in Belgium, Israel,
Thailand or India and traded in New York. At thengatime, Australian gold nuggets
are refined domestically and exported to Thail&iwhg Kong, India or China together
with the diamonds ordered from the US or procucedlly for jewelry making and
marketing the jewelry piece in a London retail slhoglsewhere. This is perhaps one
of many sourcing routes, production trails and ratir) channels in the world gems

and jewelry industry that you may find at each jiorcof trade which are basically
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international transactions. Being an internatidnadiness, the world gems and jewelry
industry is fully exposed to the main stream obglzation which is essentially setting
mega tendencies that are directing, governing hagdisg many industries and

the world markets by large. Globalization is playan important role in the world of
trade nowadays. Every industry is constantly infleeel and thus abruptly forced to
make technological changes, such as the publicattustry and book retailing or

in some case eventually perished from existenegthi& film, typewriter and photocopy
industries resulting from the globalization procdsghe world gems and jewelry
industry in danger like those industries? It igai@ty interesting to explore on further
discussion.

Globalization is not new creation. It is purelymraade and has been with
the world since antiquity. The phenomena of thk Bdad; the New World Discovery
and; Western Colonization, the Spice Route andiiem War are to name a few.
There has been an evolution of the processes #iroe The inventions of squadron
and firearm technology in the last century madesibtesto build fleets and cannons to
conguer the East. The degree of globalization hamalically accelerated in the last
three decades geared by the fast pace of informtgahnology development.

One technology has come to replace the others. Goreation technology has
developed more quickly in the last 30 years thaardury before. Photocopy
technology has been replaced by scanning andngritechnology while the telephone
line has been replaced by the satellite. The patsmmputer has been conquered by
the tablet and mobile phone. An outstanding examptbe telecommunication
industry is the introduction of the internet folled by the massive hit of the social
media, e.g., Line, Facebook, WhatsApp, etc. Theigalrof one industry depends
upon how much impact the industry is exposed tothadevel of adaptability

the industry has to endure with such changes oorteéhand and on what the specific
industry pertained intrinsic value to its consuntrghe other. It is self-evident that
globalization has affected our global economy. Woeld gems and Jewelry industry
is not an exception.

There are many versions of the globalization cphediereas scholars
attempt to define and to explain the terms in vaievays to their audiences. Each of
them was given a definition reflecting their schobthought about what they belong
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to, e.g., management, laws, sociology and so oa.tditminology given by
Globalization 101 which is the project of the Sueyin Institute has given the most
likely frame of reference relevant to the stagarwdlytical discussion here.
The statement from the front web page: http://wvebglization101.org is as follows:

“Globalization is a process of interaction and gnégion among the people,
companies, and governments of different natioqpgpaess driven by international
trade investment and aided by information technplddpis process has effect on
the environment, on culture, on political systemegonomic development and
prosperity, and human physical well-being in seegearound the world”

The statement above does not clearly indicat@diséive or negative
impact to the global economy resulting from globation but somehow tells what its
effect to the whole political, social, and econofiaicets of people well-being.
Nevertheless, it is too optimistic waiting for tie to come for a change for the good
of one nation through the globalization processiéisout preparing for such changes.
Every government should be prepared and take hedsavorld phenomenon to
readily handle the situation of changes. The wigrlditnessing the socio-economic
change of moving from an agrarian society througlustrialization and becoming a
service and digital economy by the means of teauicdl development in Western
societies. Western societies have learned therdbgsohard way of “no gain no pain”
followed by the Far Eastern countries, e.g., JamahKorea, and the Chinese have
been currently well-balancing on this issue forldst decade.

Once again, the fundamental question may be 1y vépether the gems
and jewelry industry would stand a chance in thisrMpool of chaotic globalization
processes and flourish for many centuries to cépparently, the globalization has
indeed threatened the very existence of the panphe gems and jewelry industry
which has been adapting and accommodating to ttwegihg trade environments and
competition but not very affected by the intringadue and genuine desire to gems
and jewelry. Surviving through these critical ye@®sms and jewelry still have high
value perceptions by the general public and retair body ornaments reflecting
their social status as well as collecting as pabtaealth. Then, discussion channels
to the direction of how globalization affects thelustry rather than the consumers’
tastes. In a view, there are at least three obsensaof the world gems and jewelry
industry associated with globalization as below:
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1. Globalization has created a massive investfte@matin the form of foreign
direct investment (FDI) promoting trade transactiamong trading nations belonging
to the groups of free-trade zones as much as tfapivhen an economic downturn
hits member nations, e.g., the Greece crisis t&thand the global financial markets.
The processes encourage a high volume of tradésthatring to the economic boom
and on the way round spreading the bust quickligesthey are a connected trade
network of each destination market. This free tpa@detice is moving factors of
productions such as raw materials fabrication andyrction based around the globe
where they are produced at its best quality arst E@@sts possible, and marketing gems
and jewelry at consumers’ markets at a competjinge. The national boundary of
product identity becomes blurred in this sense. Mthe curtain of tariff and tax of
an individual country is drawn down, the frontiércompetition expands in every
dimension from who, what and where to produce @&fidiseir products to where
the fund is generating benefits the most. World petition was brought an opportunity
to grow sales internationally in the country havinigteral trade agreements. In effect,
this economic integration gives rise to the stdgeffective product specialization by
self-seeking whereas motivating by profit maximiaat The Indian colored gemstones
cutting facility and the gem set jewelry factoryTihailand are examples. In effect,
the gems and jewelry people have enjoyed this leigdl of internationalization by
its nature of trade. In a view, one nation shouledpntly prepare itself either for
the good or the bad arising from emerging trendeesevery issue always has two
sides of the story to tell. At present, the indpstiuddles through the current economic
crisis and wishes the best yet to come for an eoan@ecovery in their major markets.

2. Gems and jewelry is not only the personal theafl one. They are
commodities in terms of investment, particularlydgbars and diamonds since these
items can be standardized and have high valuegemeThe information technology
has established effective commodity markets whegenmorld can trade them around
the clock for 24 hours. Gold and silver are impatrfactors of production that are tied
to other commodity markets, e.g., stocks and borrdsle oil, and major currency
markets. Economic turbulence in the global econbasyhit the commodity markets
hard. In a 10 year span, the gold price per traycewent up from USD 400 in 2005
to reach the highest at USD 1,900 in 2011 and doven to USD 1,200 in 2015.
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Even now, gold and silver prices are still rallyisugd diving responding to the world
economic pulse considering safe haven investmbtasy people in the gems and
jewelry business have suffered by this price robaster. This situation has changed
the face of the jewelry industry in terms of mamggnvestments and commaodity
options worldwide.

3. The landscape of the world of the gems aneélgvbusiness has been
progressively expanding due to the technologicaelbgment in computer design
aids, first class production technology for newdurcts and the new age of distribution
channels. These developments structurally covdaedits of the marketing activities.
On top of this issue, social media has shrunk thidio people’s palms. People from
different corners of the world can exchange trasas to the world and share their
customs and traditions in a matter of seconds. Gemigewelry are products pertaining
to customs and traditions where fashions are b&mde nations are good at this type
of “exporting cultures” specifically those that averld leaders in world fashion.
They exchange their culture and tradition on thevays and catwalks in those capitals
of world fashion, e.g., Paris, London, Milan, aneMNYork. This process is called,
“passive domination” of western civilization to iddiconsumer tastes. People do not
resist but simply appear to be naturally recepiivihose world fashion trends to
become some or perhaps most of their main streamatafnal social values coming
in terms of promoting ones social status and tealthiness from wearing these
internationally acclaimed branded products. Thesmties are the new emerging
markets with fast growing economies which can affthis “running high taste”
particularly countries in the BRUIC and ASEAN.

Prior to having a full discussion on the world geamd jewelry market
structure, it is most important to stretch out tjlabalization may impact consumer
tastes but does not do to intrinsic value of thrmgiand jewelry on the consumers’
mind. Please note consumer tastes change frontaitmae by fashion trends.
However, the integrity of the desire for gems analglry is still intact over times
despite temporarily submerging sometimes by theyssw@conomic disaster, though
public opinion labels gems and jewelry as pompouosdyrcts. Even at the mid of
the economic crisis in the US and EU markets, tikdeistry did not experience

an abrupt decline, let’s say reduced by half in gamd jewelry consumption due to
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the sudden stop in buying. Most of the time, thecpasing pattern becomes a smaller
piece of the lower price point and is ordered iraken shipments instead.

Vividly, the position of the intrinsic value of ges and jewelry in people’s
minds is well preserved. Consumers, the femalepatr particular, still adore
the beauty of the sparkling diamond and gems. Segwithere is no product
replacement for gems and jewelry in the near futdmvever, other substitute
products overpower gems and jewelry remaining gtrespecially electronic gadgets.
On the operational side, the world gems and jewabtystry is forced to the corner of
uncertainty accommodating to the changing worldddmmns that are caused by
the globalization process effects. It is interegtim mention here that the merger and
acquisition trends do not appeal so in this ingusimce this industry is running under
the economy of scope. Each of their operating iietsvis based on their specialization.
People in the diamond business would not in any geagicross to do gold mining or
there would be a few success stories of forwardmaatiward integration in this
industry. The most common is backward integratromfdistribution to do
manufacturing in order to secure quality supplyrses. Accordingly, the structure of
the world gems and jewelry industry is on the vesfyprogressive transformation.

The most effective way to describe the world gamd jewelry market
structure is to study the world gems and jewelagérsales structure and the top-ten
world ranking of countries. From comprehensive gtoidthe 5 research papers
in the area of the world’s gems and jewelry indygtrere is a great deal of information
to which each research paper presents to theieaces in various data summaries.
Some research such as OIE1 and OIE3 in particala thoroughly considered
the details in each of the sub-industries by présgiheir reports by product type
and category collectively congregated under thaubgrella of the world’'s gems and
jewelry industry while the other three researchigsi lightly touch on the issue by
citing the total world import-export sales by cayrin US$ amounts. Their sets of
data reports are based on the world import-expaglzhse provided by the UN
Comtrade as benchmarks to consider the positiasfiegch country in the world of
trade. However, there is no clear linkage to conard thus explain conclusively

how and why those top-ten countries are specializéabse specific areas of trade.
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Furthermore, the SMER used world import-exporésas an indicator to
identify the industry world leaders and reportecatwtountries were the major Thai
markets. The OIE2 cut across by assuming some-k$ted countries as Thai gems
and jewelry industry competitors and reporting tadied study of these subjects
while the GITR concentrated on the area of the mEj@i export markets analyzing
by product category. In general, the world impop@t figures are simply being
used as indictors supporting their justificaticemsacted in terms of USD volume of
trade concentrated in particular countries.

It is vital to stress that the industry macro-gema requires presenting two
levels of data analysis: the world industry andltoal industry. These two levels of
data analysis enable the readers to understardatthé industry general ambiance
which are the external factors around them andnatly analyzing the position
where the Thais stand. As a matter of principlejight not be prudent to formulate
industry strategy without considering the surrongdactors and other players together
with their strategic moves in the market.

The researcher chose to use OIE3 as the main tfegrdscussion and
support by the other four researches with the retisat the data is the most recent,
in 2010, and they are clearly statistical pres@mat The data is categorized into
3 clearly defined groups, e.g., gems, jewelry amtipus metals where the other
research does not. However, there are too manysaicking from the database
where these points are addressed on the sectidatafStudy. Hence, only parts of
the import-export data summary of the world gent jawelry industry are extracted
from OIES3 for synthesizing information rather tHfatiowing through their arguments
on the issue.

It is necessary to note that this world import@xgigure is not really as
straight forward and clean-cut for data interpietaas it looks. The researcher
scrutinized the headings of concern of the fiveaeshes by document study and
presented as 3 sections in this part. The firdi@ecs the Data Study which is to
establish concept developing on the figure andéia Analysis follows in the second
section to read the figure which supplements e riesearches describing the Thai
position to the world gems and jewelry industrysily the Data Conclusion is
summarizes the points from the Data Analysis wathtjexamination to the passage
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of the findings from Chapter 4, which are a sumnwrthis part. This part describes
what the world gems and jewelry market structur@nid at the same time explains
the position of the Thai gems and jewelry indugtogitioning to the world market.

The data study

From the 5 research reviews, the researcher fdwatdlE1, OIE3, and
SMER were doing macro-analysis on the world genasjamwelry import-export sales.
Only OIE3 categorized the industrial figure intgpagate product categories, but
the other two studies analyzed based on total itrgpqoort figures. However, all of
them analyzed the world industry data by keepimgitfiport and export separate
without relating them to one another. The OIE2 Hdkeir analysis only on selected
country samples to compare with the Thai importegkdata. The GITR did not
provide this part of world industry analysis. Reisg) from the study, the researcher
made an observation further to the study thattiwaslame to make the world industry
data analysis based on the US$ sales of the waopdri-export figures in a separate
slot, ranking them by country order and labelingnthiwho’s who’ for major world
producers and consumers. There are two reasonersinggthis claim as follows:

Firstly, there are many product categories inouggiprice ranges per unit
constitutes to be gems and jewelry industry andafia@f total world consumption are
for jewelry industry. According to OIE3, the gemsdgewelry industry was classified
into three main products: gems, jewelry, and precimetals. The gems consist of three
types of precious stones, e.g., diamonds, coloeetstpnes, and pearls; and synthetics.
Jewelry is comprised fine and costume jewelry. Brecmetals are unwrought gold
and other articles of precious metals clad. Howeervalue of world import and
export statistics are combined for these productesof raw materials, intermediary
and finished products. The group of precious mesads implicit example of this

alleged remark (see Tables 7 and Tables 8).



Table 7. Gold demand statistics in tonnes

89

Tonnes 2013 2014
Jewelry 2,384.60 2,152.90
Technology 408.20 389.00
Electronics 279.10 267.30
Other industrial 92.80 87.50
Dentistry 36.30 34.20
Investment 885.40 904.60
Total bar and coin demand 1,765.40 1,063.60
Physical bar demand 1,385.00 807.80
Official coin 276.60 178.50
Medals/ Imitation coin 103.80 77.40
ETFs & similar products 1 - 880.00 - 159.10
Central bank net purchases 409.30 477.20
Gold demand 4,087.60 3,923.70
% of jewelry to total demand 58.34¢ 54.87%
Sources: World Gold Council (21-12-015)
http://www.gold.org/supply-and-demand/gold-demarehds
Note: The report is reformatted basing on the gj\database
Table 8. Silver demand statistics in tonnes
Translation to ton 32,148.40
Tonnes 2010 2011 2012 2013
Jewelry 5,928.76 5,704.79 5,642.58 6,183.82
Coins & bars 454455 6,613.08 4,333.03 7,639.57
Silverware 1,636.16 1,496.19 1,387.32 1,555.29
Industrial fabrication 20,007.22 19,434.87 18,324.40 18,246.63
...of which electrical & 8,479.43 8,106.16 7,372.06 7,275.63

electronics
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Table 8. (Continue)

Translation to ton 32,148.40
Tonnes 2010 2011 2012 2013
...of which brazing alloys &
solders 1,885.01 1,941.00 1,875.68 1,941.00
...of which photography 2,140.08 1,919.22 1,692.151,567.73
...of which other industrial 7,502.71 7,465.38 450 7,465.38
Physical demand 32,119.7933,248.93 29,687.33 33,628.42

% of jewelry to total demand 18.458% 17.158% 199007 18.389%
Sources: The Silver Institute ((21-12-015))

https://www.silverinstitute.org/site/supply-demand/

Note: The report is reformatted basing on the gj\database

The database of the two tables is from the mosepol organization for
the precious metals industry, namely the World G@dadincil and the Silver Institute.
These organizations are assigned by their membgn®iote metal world
consumption as well as to indirectly regulate tingpdy of the metals to the market by
feeding back information to the miners on the deinaslume. These demand statistics
are the world consumption each year where theg@reed as world import-export
data. Therefore, the total import of precious nsetainnot be labeled as gems and
jewelry industry consumption in so much as the expbthese products is not really
gems and jewelry industry exports because all ef¢hproducts are not entirely
imported and exported for the industry. As perttiges, the two-year average gold
demand was 56% and four-year average silver demvasd.8% for jewelry
manufacturing. The remaining portions are usetiénather industries. This is
the same for diamonds that is made to the gemgearary industry size. The OIE3
commented on this issue on page 133 that, “At pt€se2009), the gems and jewelry
product categories haentinuously grew, particularly precious metals ethinas been
in great demand. This results at having high fabiwa and export this kind of product.
Especially, precious metals product has incredase@xport growth of the gems and

jewelry products”.
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This growth might probably be quantity demand frotfmer industries or
resulting from commodity speculation but the mastal factor was that the price of
gold evidently surged from USD 800 to USD 1,400/azing 2008-2010 (see
Figure 2). Furthermore, precious metals are masthgmodity products priced at
world demand and being used for many purposes. &atiem have various tagging
price ranges. The price per unit of gold and silgdar more different and nonetheless
mentions the diamond price against colored gemstaredemonstrate the huge price
range gap, the price per troy ounce of gold aneisdveraged USD 1,200 and
USD 16, respectively, in the first quarter of 20Abthis stage, it is clear by now
that various types of gems and jewelry are diffenewvalue per piece due to the raw
materials they are made of. The diamond jewelryctviis made of gold is the most
expensive in comparison with plain gold jewelrycotored gemstone jewelry made
of gold. The price per piece of plain silver orareld gem set silver is at the bottom
price range of the jewelry group. The same ruldiappo the whole range of the raw
materials group where diamonds are the highestghand semi-precious stones are
relatively much cheaper and the synthetics arehleapest priced. Likewise,
the volume of exports from the country predominapebducing cut diamonds or
diamond set gold jewelry should not be comparetl watuntries that produce mostly
colored gemstone jewelry or silver jewelry.

In sum, what type of jewelry one country produatss world best is very
much relying on its comparative advantage and cdithygecapability established
on its local industry foundation providing with giv unique vantage status.

One competitor country cannot simply seize and thkis lead in any product category
overnight. It takes years to become the way they@day and should take time as
such to go through comprehensive industry schembsitd up the infrastructure and
develop people. Apparently, there are some cowrttini&t specialize in each of these
product categories. To follow this logic stricthne may argue that in order to win
market share from other countries, one country raustessfully produce and sell
other product categories where it does not othersiignificantly succeed

in expanding product share that it specializedabajly. Indeed, both strategies are
too farfetched for one country to carry out andiewd the goal alone. This argument
is in contrast with the GITR (p. 66) stated on Oppaties that, “Thailand is having
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chance to increase market share in the world mélkete its market share is relatively
small). Arranging the first notion in perspectitigs first proposition leads to the next.

Secondly, the world import and export data shaljdintly considered as are
viewed as continuous production processes andualison. Referring to the example
of production trails given early in this chaptenigh diamond and colored stones are
raw materials of gems; dole is for gold bar anamgend precious metals are raw
material for jewelry. The world import and expostd contains all these production
activities into its reports by making remarks titmteport does not include “Re-import
and Re-export”. This is explained more in the re&dtion. Therefore, one country
export becomes an import of the other i.e. Belgimnports rough diamond from
South Africa to fabricate cut diamond. There angr f@spects of the import-export
pattern classified by production and trade actsitranscribed to the world import-
export record and a pattern keeps no record. Tpreskiction trails and trading
activities are assumed into 5 scenarios as below

1. Mainly export raw materials or intermediarggucts such as gold and
silver dole or bar, rough diamond and rough colgeghstone since it might have
a few downstream industries to fabricate or martufadhe finished products, e.g.,
jewelry. These products are generally from thengast industry is referred to as
“the original sources of materials” (SM).

2. Mainly import manufacturing intermediary prats Their products are
cut diamond, heat treatment, and refined 99.99% lgat. In this production activity
group, there is no well-established jewelry indupsgtrtheir countries which require
numerous workers to support the industry. Thesedated products are normally
representing the midstream industry is referreasttthe intermediary fabricator”
(IF).

3. Mainly import raw materials to fabricate intexdiary products, e.g.,
cut diamond and cut stones in order to use themméorufacturing jewelry locally,
e.g., diamond jewelry and colored gemstones jewé&kgse group of products
covers the midstream and downstream industry &ned to as “fully integrative
manufacturer” (IM).

4. Mainly import both intermediary and finisheologls for product
redistribution via outsourcing and packaging, lagasumption and selling to tourists
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locally. The point to consider is that this does Imave gems and jewelry industry
supporting domestically or heavily engaging in ingdactivities. These group of
products is referred to as “product distributoiBDJ.

5. Neither import nor export the raw materiald éinished goods. Materials
are extracted from the ground, fabricated and naartufe jewelry domestically.
These products are sold locally to either localscwner or tourist. This activity is
referred to as “internal procurement” (IP).

In addition, this does not limit to say that thare only five scenarios as
prescribed above. It could possibly be a combinadiothe production trails and
trading activities in complex situations. There hiige many joint combinations of
their activities i.e. SM + IF + IM + IP in the UStern. This point is discussed later
on this theme. One way or another, these produttails and trade activities reveal
the connecting joints of the whole world gems awiglry production and trade
network by their transaction movements from manufaeg to distribution.

This proposition is strongly supported by the digtof Data Analysis emphasizing
probing by product category throughout the busiaesisity processes i.e. extract
minerals from the ground, fabricate intermediargnofacture jewelry and export to
market destinations. By doing so, this unveilseghgty of the country players

in the world gems and jewelry industry constitutthg world market structure and
their positions in the world gems and jewelry inmyus

Data analysis:

Despite some earlier given supporting reasonsioguhe OIE3 database
on the world gems and jewelry industry for thissaagh discussion, there is another
important notion to add on. The 2009 report peniad perhaps an appropriate timing
to report the world market situation. The year 2B08n aftermath of the subprime
mortgage crisis in the USA since it began 4 yeafere. The US market which is
the world biggest gems and jewelry industry mavka$ on the verse of recovery.
This economic crisis spilled over across Europe/Asid Pacific. In 2009,
the European Crisis erupted from public debts irual, Ireland, Greece, and Spain
blew out of proportion when it began a year lated persisted till today.

In addition, the other reason to support using2b@® database is that
during the period of 2010-2014, the commodity megkeere running at full steam.
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The gold price which was one of the major compompants of jewelry went from
USD 1,200 in 2010 to the highest at USD 1,900 ih12@nd declined to the same
point as it began at USD 1,200 at the end of 20h#& commodity market turmoil
has happened to all the commodity items acrosbdbed, e.qg., silver, platinum,
rhodium, crude oil, grain and so on. The crisis p@sed negative impact to
the industry directly i.e. the hike of raw matesigkice such as gold, silver, platinum,
rhodium and indirectly for example overheads such@awver supply and disposable
supply prices have increased across the boardcri$ie has hampered consumers’
purchasing power and crippled the world gems awelpy industry where subsisting
like the other industries surviving through thisosy current economic hardship.

Though one may argue that the total demand of gotbsilver has stood
still based on the Gold and Silver Demand Stassttated previously. However, these
jewelry demands have been in fact under the félliémces of the commaodity price
fluctuation over the period till today referringttoe jewelry, bar and coin sections.
Since data analysis uniformly based on USD valuewersion from quantity demand
and the average price of the precious metals df gaar, the calculated demand sales
of the gold hike at USD 1,900 would not be complerédy gold in various price
ranges. The year 2014 might be the best up-totdétenation since the commodity
prices are settled but there are two main reasoasrisider. Firstly, the main world
markets, e.g., USA, EU, China and Japan have he@er umajor economic pressure
i.e. the last three markets started QE while ttst éine stopped last quarter.
This creates high fund flows over the world thatyraffect world consumption.
Secondly, the crude oil price stood at a high paicé dropped by half this year.
Importantly, the official 2014 figure is not yetalable.

To look back at the world gems and jewelry indusigvelopment to
the economic and commodity crisis for the past&rygethere is no major change
on the world market and the country player rolethaindustry. People in the gems
and jewelry sectors are struggling to keep thedpction and sales flow consistence
in this market slump while the precious metals msrf&ve been enjoying the privilege
of skyrocketing commodity prices. Every sectorhia industry is well put keeping
their market positions and roles to perform inwmegld market. It would be utmost
unthinkable to expand production capacity or magdgiimplement marketing activity
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in the mid of a world economic crisis where theghasing power dies down and
the product itself is not appealing to encouragesamption in the suppressive
atmosphere. The world gems and jewelry has utséolyd still over this 5 year period.

An approach to probe into the heart of the issumder to identify a group
of countries labeling by product categories whai/tare specialized at is not simply
a mathematic comparison on each country’s gemgearedry import-export to others.
Unlike the five researches, the concept modelisfrésearch is based on joint
consideration of the import and export of the s@nmoeluct categories and also cross
categories supplemented with the five researchrfgedand the researcher’'s own
experience in the gems and jewelry industry. Please that there is no such perfect
aspect of all countries precisely and neatly fglimthe five scenario slots in this
complex world. Some countries may have combinatadisoduction and trade
activities.

An example of this case is a country having tbein resources, e.g., gold
and precious stones but still importing partialtytbe items it lacks. Then, those
minerals are processed into intermediary produdtjewelry locally for local
consumption and the tourist market where somelaoefar export to the world
market. A country that falls in this category hame national resources as well as
strong local gems and jewelry industry supporthmgrtbusiness activities. The USA
and China are two of these countries. The USA basand gems locally as well as
being a world gold and diamond trade center with-aguipped metal smelting, heat
treatment, and diamond cutting technology to supiher midstream industry for its
precious metals ornament and diamond jewelry. Hewexnly the most dominant
feature will be elected to represent the countwytiiermore, a comparison of
the import-export sales among countries in termgdbfe is well aware of their
product categories.

There are three categories of products: preciatalirgems and jewelry
making up the world gems and jewelry industry. Eeategory has an import and
export summary totaling to the world record witreport of top ten countries
in the world. The figures are in USD and do notude re-imports and re-exports.
This implies that the figures are double or trigile transactions which are sent out
and received back for many reasons, particularytfose export goods and received
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back for repairs and to re-export again. Then glage two export sales records and
one import transaction since Customs does not iesegon records. This remark
appears at the bottom of the report as it was ertft3 in the first place. Please note
that someables are ranked {1the researcher assumes that the OIE3 tried to fit
Thailand in position to each of the world recomlgach of product categories either
for import or export i.e. Thailand was® for imports and 9 for exports of precious
metals.

Of the total figure, the export sales were slighilgher than imports.
The researcher observed that these two typeseas sadre not equal as there are at
least four reasons behind the variances. Firstlg,i$ the effect from the nature of not
including re-imports and re-exports. Secondly, eagbort transaction was normally
including add-on profit margins on top of shipmeasts. Thirdly, the precious metals
and fine jewelry are based on world commodity miahich fluctuate every minute
of trading hours. Lastly, some export shipmentsawWierm cumulative stocks
in the country that are to re-cycle and being semto refine, e.g., scrap gold to
99.99% gold bar. Indeed, these points should bentakprecaution on data analysis.

At first glance on the world precious metals expathere were only 7 out of
10 countries is the SM. The USA, South Africa angs#alia are gold sources;
Germany, Peru, Mexico, the USA and Australia dreesproducers; and platinum
is found in South Africa, Australia and Canada asated by OIE3 on page 186.
The first three countries ranked 1, 2 and 7 arevibidd commodity markets which
are the USA, Hong Kong and Japan. Thailand is BHgioot considered as the SM.
Every country on the list except Thailand is notloe LBMA Good Delivery List
which is the fully licensed gold refinery plantstivivorld production standard
production under world class production technoldidyailand is neither the SM nor
on the world accepted LBMA Good Delivery List. Stsingly, Thailand was'®
on the world list of exports with a value of USIYB2 million. Referring to
the Information & Communication Technology Centethe Thai Ministry of
Commerce, these items are unwrought gold consisfitige dole from the gold shops
smelting gold jewelry and from the local gold miAdara Resources PIc., which its
BOI license is restricted to produce for exportyofilhe mining company executive
gave a lecture to the class organized by GIT wthelresearcher attended.
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These doles are basically sold to bullion banksguid refinery plants. These doles
are refined to 99.99% gold bar that complies witimdlon Bullion Market Association
(LBMA) which can be traded worldwide. Please ndi& Thailand has a few gold
refinery plants at the level of world class teclogyl but are not qualified to be
LBMA registered. For further data on the LBMA Gobdlivery List, there are

a number of qualified countries on the LBMA website

Table 9. The world 2009 major country import-expems and jewelry categories

Theworld precious metalsimport Theworld precious metals export
No. Country Million % No. Country Million %
uUSsD uUSsD

1 India 26,599 20.78 1 USA 22,434 15.00
2 USA 16,485 12.88 2 Hong Kong 13,333 8.92
3 Germany 9,396 7.34 3 Australia 12,083 8.08
4 Hong Kong 8,809 6.88 4 Canada 8,613 5.76
5 Australia 7,514 5.87 5 Germany 7,428 4.97
6 Canada 7,142 5.58 6 South Africa 7,086 4.74
7 Switzerland 6,498 5.08 7 Japan 7,042 471
8 UK 5757 450 8 Peru 6,978 4.67
9 Japan 5709 4.46 9 Thailand 5772 3.86
10 ltaly 5496 4.29 10 Mexico 5558 3.72
11 Thailand 4,376 3.42

World 103,781 81.08 World 96,327 64.43

top 10 top 10

All countries 127,981 100.00 All countries 149,515 100.00
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Theworld gemsimport

Theworld gems export

No. Country Million % No. Country Million %
uUSsD uUSsD
1 India 15,461 20.86 1 India 16,987 21.79
2 USA 13,657 18.43 2 Israel 11,658 14.95
3 Hong Kong 11,427 1542 3 Belgium 11,104 14.24
4 Belgium 10,093 13.62 4 USA 10,568 13.55
5 UK 5,706 7.70 5 Hong Kong 9,062 11.62
6 Israel 5344 7.21 6 UK 5,687 7.29
7 China 2865 387 7 Switzerland 1,817  2.33
8 Switzerland 2,119 2.86 8 China 1,790 2.30
9 Japan 1,092 147 9 Canada 1,731 2.22
10 Thailand 1,073 1.45 10 South 1,310 1.68
Africa
11 Thailand 1,283 1.65

World World

top 10 68,837 92.89 top 10 72,997 93.62

All All

countries 74,113 100.00 countries 77,976 100.00

Theworld jewelry import Theworld jewelry export
No. Country Million % No. Country Million %

uUSsD uUSsD

1 USA 7,050 20.29 1 India 10,780  20.77
2 Hong Kong 4,276 12.31 2 USA 5,412 10.43
3 Switzerland 4,141 11.92 3 Italy 4,617 8.90
4 UK 3,352 9.65 4 Hong Kong 4,417 8.51
5 France 1,852 5.33 5 Switzerlandl,039 7.78
6 Singapore 1,805 5.20 UK 3,535 6.81
7 Germany 1,396 4.02 7 China 3,534 6.81
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Table 9. (Continue)

Theworld jewelry import Theworld jewelry export

No. Country Million % No. Country Million %
uUSsD uUSsD

Japan 1,343 3.87 8 Thailand 2,705 5.21
9 Italy 986 2.84 9 France 1,783 3.43
10 Canada 809 2.33 10 Singapore 1,636 3.15
11 Thailand 527 1.52

World World

top 10 27,537  79.28 top 10 42,458  81.80

All All

countries 34,742 100.00 countries 51,895  100.00

Sources: UN Comtrade transcribed from OIE3 (21-152(@. 188, 190)

Remark: Data does not include re-import and re-gxpo

On the world precious metals import, the 11 coestiisted add up to 81.08%
of world imports. Most of the countries import f@-fabrication refinery and export.
Some import gold bars to keep for orders as bewgréd commodity center for
example, Switzerland and the UK. There are onlyt2obthe 11 countries that are not
world major sources of precious metals; not a wodchmodity market center or not
on the LBMA Good Delivery List.

Apparently, India is the world largest gold congurand Thailand is ranked
11" with USD 26,599 million and USD 4,376 million, pestively. Please note that
India has been in trouble with a net trade defloi to the huge import of gold bars
for local consumption. The import duty has beenddwmany times on gold imports
in order to discourage such undesirable importerdlare 5 countries that have
a strong hold of the jewelry industry backing ugitlgold purchases. The countries
are ranked Nos. 1, 2, 4, 10 and 11 which are Indis#, Hong Kong, Italy and
Thailand, respectively.

The total world gems imports and exports are yaahcentrated in the first
10 countries. The first 10 countries import workhts at 92.89% and 93.62% of world



100

exports which are shared among 11 countries. Tiakitoport and export gems sales
consist of three kinds of products: diamond, calagemstones and synthetics which
are in the form of raw materials and cut gems. Filoenmatching countries whose
have both import and export activities, 9 countaes matched. The analysis began
with countries that do not have neither import export pairs to one another.
There are two countries appearing on the exparlisnot of the top ten world
importers. This can be assumed as the SM whichhS&luca and Canada are named
as sources of rough diamond finding abundance h®mvay round, Japan is ranked
9™ for imports but does not have a significant expecbrd that is assumed to be
either a consumer market or the PD as it has agosition as one of the world
pearl producing and trading centers.

The OEI1 stated on page 26 that “though Thailsral¢ountry being
the world important trading and cutting colored gémnes center but its export sales
is very much lower than those countries to whontlaeevorld important diamond
trade and cutting center for example Belgium, Istd8A and India.” This is supported
by OIES that Israel, Belgium, the USA, AustraliajdRia, South Africa, Canada,
and a number of African countries are importantlvdramond sources. The OIE2
pushed the issue forward on pages 4-8 and 4-9“thate are thousand billion
US dollar worth of rough and cut diamond gone tgfoindia making it becomes
the world biggest exporter in small diamond categgor. India imports diamond
from Belgium, Israel, USA, UAE, Hong Kong.” It iateresting to note that OIE1
on page 33 and GITR on page 9 both stated the pasiigon for Thailand’s diamond
cutting industry, “Thailand is a source of smaldmiond (diameter from 1.5 mm. to
1 karat) cutting facilities on thé"svorld ranking from Belgium, Israel, India and
USA.” The two research periods are 11 years aphgiland might perhaps hold such
a position over that period. Hong Kong, the UK &wdtzerland are those PD countries
mostly dealing with diamond trading. Hong Kong &fina are considered as a one
partner entity as Hong Kong has moved its gemgewmelry industry to China to
serve as its production base as well marketingtbduces. The Chinese demand for
diamonds has reached a high level since it opepets wountry to the world. Chinese
imports diamonds from Belgium, South Africa, Switaad and India for either cutting
or making jewelry. There are 5 world jewelry prodtecshowing on the gems import-
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export list, those countries are India, the USAngl&ong, China and Thailand.

The last section of the world gems and jewelrystdy is the jewelry section
which is the smallest section at USD 51.89 billidmere the precious metals and gems
are USD 149.51 billion and USD 77.97 billion, resipeely. In order to analyze
the figure, the researcher used the same techtoquatch the imports and exports,
and found that Canada, Germany and Japan are censuankets which do not have
a position in the top 10 exporters, and India ahth& are two exporters who are not
top ten jewelry importers. This is simply due teithstrong import regulations barred
jewelry imports on one hand and they are world Jeyygroducers on the other.
There are 4 countries assuming the world impojemelry producers where their
portion of imports is very little in comparison witheir export sales, with Hong Kong
and China counted as one entity. These countreegaked 1, 2, 3, 4, 7, and 8 which
are India, USA, Italy, Hong Kong, China, and Thadarespectively. Having said that
India and Hong Kong are top 10 exporters and katit &and Thailand import portions
to export is a mere one-fifth. The 5 countriesgmmiped as consumer markets with
a high density of tourist markets and being tragilages of the product distributor.
These countries are the USA, Switzerland, the UKn&e and Singapore. The USA
and China are quite unique in their trading andipotion activities as mentioned
earlier at the beginning of this Data Analysis. Yhee in a combination of all
the activities as being the SM+IF+IM and also PBe Tesearcher dropped the USA
from the list of major jewelry producers as the Ulss#fs high quality consumers and
a tourist market than produces for export. Its immparnover is higher than exports
significantly which supports this argument.

Data conclusion:

With reference to the 5 research studies docustady, the world gems
and jewelry industry is made up of three sub-indesst precious metals; gems; and
jewelry. The jewelry industry is the smallest seatbut contributes the highest margin.
World precious metals consumption is not only fakmg jewelry and a portion of
the averages, 55% and 20%, are for the gold avnergdwelry, respectively. If this
portion is taken into consideration, the value efngs might be the highest among
these three groups. Once again, the researchendbagree entirely to use monetary
terms to determine the size of these sub-indusasdbe value of each particular
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material per unit is varied. The price of gold pance is not comparable to a one
karat diamond or a ring made of silver. Though teyproducts in the same sections,
e.g., gems and jewelry, they can only be compareshé another in the section of
precious metal. The gems consist of diamond, cdlgemstones and synthetics while
jewelry is gold or silver jewelry set with thesedh different types of stones. The best
way to determine the size of their local indussryd measure by units of their
productivity. The number of troy ounces is for irecious metal. Karat is for rough
gems and cut gems. The number of jewelry piecles those jewelry maker countries.
However, this type of database does not exist.

The OIEL1 has clarified this myth on page 26 ttthg world gems and
jewelry manufacturing and trading is predominagtyating at the diamond trading
sources since the value of other gems and col@etsipnes jewelry production and
trading is materially lower than diamond. Most loé tworld leading countries in gems
and jewelry production and trading are those wuorlgortant trading and cutting
centers such as Belgium, USA, Israel, India andldhd.” This finding was in 2002
and the researcher added Hong Kong and China asotthe leading candidate.

The top fivegems exporters are India, Israel, Belgium, the U&AlL Hong Kong.
Thailand is ranked fland Thailand is the center of colored gemstongiigeven
though the value per karat is far cheaper than amnThis corresponds to the world
top 10 jewelry manufacturers which are India, USlAng Kong, China and Thailand.

The findings from this research study stronglygasj that the midstream
industry which is the gems cutting industry is ustnionportant to uplift and thus
support the jewelry manufacturing industry thahes downstream industry of the gems
and jewelry industry. Italy is an exception becaitisethe world’s specialist in plain
metal jewelry where its precious metal imports B3 and jewelry export is'3as
an exporter. The OIE2 stated in its findings ongsady2 that, “approximately 15% of
world gold value is used in jewelry production psses in Italy mainly for domestic
consumption and export to the EU, USA, Japan, Midtlist, China, India, Brazil and
Russia.” The OIE2 maintained this quote on pagBshht, “Italy is the most skillful
in machine tool in doing metal mold for stampingl dighly effective plating.” ltaly
is the world’s source of machine made plain presimetals jewelry and ornaments.

This statement also points out that, being thecsoaf precious metals does not give
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full competitive advantage to the jewelry indusiigce precious metals are world
standard quality quoted at a world commodity pritere the prices differ by

the transaction cost. In sum, there is no competadvantage of being the sources of
precious metals to a downstream industry sucheagethelry industry.

Taking a closer look at the world gems industrgl #ve world jewelry
industry both industries are labor intensive rejyam a large quantity of skilled labor
particularly the small diamond and colored gemstarieng and jewelry making apart
from the Italians which is machine-made specificdall world well known as
the Italian chain. In sum, the world re-known jesyghanufacturers are India,

Hong Kong, China and Thailand. The number of wakerthe gems and jewelry
industry in these countries is substantial. Ingigne world leader in commercial grade
diamonds and diamond jewelry. In addition, the OdBZages 4-12 said, “Hong Kong
gems and jewelry are world cerebrated premium dremmedium-high and high-end
gemstones and jewelry as its high quality desighfamshed products are comparable
to European factories class.” China is an emengiodd gems and jewelry industry
leader across from gems cutting to producing loedionm, and medium-high diamond
and colored gemstone jewelry. Chinese product Emesnore similar to the Thai
production lines than the Indians’. Thailand is ofh¢he world centers for famous
colored gemstones and gemstone jewelry. “From ¢lag 010 onward, Thailand
become the world leading in silver jewelry whereakport to world markets
outnumbered China and India to constitute Bangkdke World Capital for Silver
Jewelry”, quoted from GITR (Duangpastra, 20134)p GITR described further
(Duangpastra, 2013, p. 11) about Thai exported|jgtieat, “(Thai) fine jewelry
industry made up to 90% of total jewelry production..80% of fine jewelry

exported from Thailand is gem set jewelry.” Thatldras benefitted from the vantage
point of the world colored gemstones center patiegway and settling the
foundation of its colored gemstones jewelry indpscoming the world re-known.

Findings

The study of the world import-export figures and Bhresearch studies
document study stating the country name list of wbecializes or is the market
in itself of each particular raw material or maratfaing base for a specific type of
jewelry and implicitly indicating that the world ges and jewelry industry is
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fragmented markets consisting of many playerseémtlarket. The research results
also suggest the same direction. AU1 supportedaktien of world gems and jewelry
market structure is fragmented consisting of varipoduct types by giving estimated
proportions of their retail price that are 45% daanrd, 33% plain precious metals and
12% gemstones specialized by the five world cldegeaps, e.g., Hong Kong, China,
India, Italy and Thailand. However, AU1 shared shene idea with the above data
study conclusion that it is problematic to compaaeh type of jewelry in dollar
nominal value due to their unit prices are far ndifeerent i.e. diamond vs. gold or
colored gems. AU1, AU2, and AU3 agreed that Ingiectalizes in diamond;

Hong Kong in high-end gemstones; China in cubicazira and low-end colored
gemstones; and Thailand in medium to medium-highsgenes. All of them, including
GS1, proposed that these countries are also hggldgialized and thus are the world
leaders to do jewelry sets with those stones balgrg their country’s specialty.
Apart from Italy doing “plain gold or silver jewginot having gems as a major part,
AU1 added.

AUL1 also pointed out that, even though the colgeahstone cost is
the lowest in jewelry content categories compaoepldin gold and diamond jewelry
but it gives the highest return of at least 45% nehtbe former is minimal as diamond
prices are standardized and gold is to the intemmalt bullion prices of the day.

AG2 and AU2 cited that the jewelry of each couritag its own signature look.
Every participant claimed the same that Thailarthésworld gems center in part of
colored gemstones particular ruby and sapphire. ga82 information that the king
of colored stones, the emerald, belongs to Ind&igdo red rubies at 80-90% of
the world quantity; and the blue sapphire is noarstl by Sri Lanka by half where it
used to be at 60-70% of the world quantity. GSleddtat 95% of colored gemstones
are from Africa. AU2 informed that the world re-kmo Tiffany & Co. mentioned to
AU2 that everyone wishes to move to Thailand beegwos (Thailand) are the center
of colored stones.

AG1 and AG2 confirmed the GITR statement on thai Biiver export world
champion that Thailand is the world leader in sijesvelry based on comparative
export sales to the US market which is the worlghbst world silver jewelry
consumption country. The two participants reve#hedsecret of becoming the world
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silver leader is prevailing varieties of gemstoimedifferent price ranges as the key to
encourage more sales. AU3 confirmed that, beingnasgcenter assists us to become
a world jewelry center where AU1 provoked if lositig gems center position will
inevitably lose the world jewelry position too. A@2plained on the degree of jewelry
industry dependability to the gems industry thdailand is very skillful in gem heat
treatment and stone cuttings throughout our hisdbdevelopment. The jewelry
industry is sitting next to the gems sources wigigh be supplied in numbers and size
with relatively cheaper price particular the red &éme blue while China and India

do low grade stones and Sri Lanka specializes Iname type of stone (sapphire).

In summary, the OIE1 observation on the gems imgugtich is midstream industry
is supporting the downstream industry that the jgwiadustry has proven to pass
the test of time and is still valid today.

The colored gemstones centers, e.g., Hong KonigaChndia, and Thailand
have varied classes of stone types and grades.rbeucts are basically overlapping.
This situation is promoting sectional competitidhe Indians are now building up
a strong colored gemstone production base in Jaipla high degree of government
support. China remains strong in cubic zirconia lamdend semi-precious stones by
machine cut. These two are producing jewelry of inen sources where their jewelry
classes are more and more to catching up to this Tgraduct lines and the Thais are
catching up to Hong Kong.

The world gems and jewelry market structure igritanted and divided into
many product types specialized by specific countnhich are the centers of particular
stone. Each of the world gems centers is runniag thain stream of jewelry
production and at the same time expanding theasloverlapping to other countries’
product class territories. Each of the product $yisecompeting with one another as
they are the same jewelry category but they difiehe extent to which they are
made of. One may have a certain budget to spefeairy and would alternatively
spend it on plain gold chains, diamond rings oo gemstone jewelry. Their choices
of jewelry are promoting competition among prodiyges. However, the consumers’
choices are also constraints to various factolse the other luxury goods,
the economic situation influences consumer behandrrestrains their purchasing
power in so much as the fashion trends of the abpatustry which are guiding
the jewelry trend.
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In general, the world and Thai gems and jeweldusiry are fragmented
industries. At the level of world scene, thereareimber of product types lining up
for consumption, e.g., precious metals, diamonthred gemstones, gold jewelry,
silver jewelry, plain metals jewelry, costume jeswyednd so on. Particularly at
the Thais specialty in gems and gemstone jewdigretare five countries in the same
industries but at different product classes anegmates. Hong Kong is at medium-high
and high end gems and jewelry as well as beingdtewvay to China. The Indians are
in emeralds and commercial grade diamonds withingrtke world supply of diamond
jewelry and at the same time doing colored gemstah@ome. The Chinese are
in cubic zirconia and low-end colored gemstonestaagroduct of the same class
while the Thais are in medium and medium-high gemess predominantly the red
and the blue corundum and medium-high semi-presturges with their sort of
jewelry.

Each of them is naturally trying to expand thegrfitory” into the others.
The Indians are moving in three directions intoltoeg Kong high-end diamond and
gemstones; Thai medium-high colored gemstonesstamting colored gemstone
facilities competing with the Chinese and will etteaily target Thai territory.

While the Thais chase Hong Kong product classeagHkong is also a gateway for
China to go over the Thais in the area of silvesgjey. Sri Lanka is playing a defensive
role to project their stone sapphire sources aad gtoducing colored gemstones to
the world market with some countries doing thistkat strategy, e.g., Vietnam,
Madagascar and Burma are controlling the supplguntions organized by

the Burmese government.

From the above discussed characteristics and girepef the world gems
and jewelry industry, the industry is falling neathto the categories of fragmented
industries described by Thompson and Stricklan@12@Where they gave a number of
reasons why supply side of an industry is fragnteatepages 261-262. The researcher
guoted some points that are relevant to the cageinontext of the world gems and
jewelry industry to theoretically justify the firground of the findings as follows:

1. “Market demand is so extensive [ranging frowa precious metals to
diamond and colored gemstones downstream to jejagaiid/so diverse [in many
product categories] that many countries are caegistccommodating the range and
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variety of buyer preferences and requirements fbaseheir fashion and taste] to
cover geographic locations [of the consumer coesiti

2. “Low entry barriers allow [countries who hastene sources] to enter
quickly and cheaply”

3. “An absence of scale economies [as the inglisstabor intensive
industry] permits small [counties] to compete oregnal cost footing with large
[countries, e.g., Thai vs. India and China]”

4. “Buyers require relatively small quantitiescoistomized products
[referring to country of destination fashion ansitéd’

5. “The market for the industry’s product is mgiebal in many countries
[which the product is high value perception and-sesdognition]”

6. “Specialization is essential just to keep abré any one area of expertise
[that there are country specialist in specific protdl

Thomson and Strickland (2001) have also suggesssd of strategies in
the strategic management framework into 5 strasegiepage 263 which the
researcher found them all applicable to the Theagand jewelry industry.

These strategies are listing with the researclogiision tailoring to the Thai gems and
jewelry industry as below.

1. Constructing and operating “formula” facilggupgrading the market
place uniquely facilitate the trade]

2. Become a low-cost operator-[cost cut on sj@eaifgoing operating costs]

3. Specializing by product type-[specialized émtain product classes]

4. Specialization by customer type-[focus oné&ed market requirements
as well as reinforce by supporting the industry rners to develop their expertise to
that particular direction]

5. Focusing on a limited geographic area-[foqusa@untries having bilateral
trade agreement with|]

The above listing strategies arise from positigranalysis. The general
concept suggests that the strategy will be inttidqt@sed on the market structure and
prevailing conditions where the player stands. Plaisitioning strategic framework
will be discussed in further details with the amtbnstruct strategic recommendations
for the industry capability development in the nelxapter.
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Part I1: Thai gemsand jewelry industry competitive advantage

development

Thai gemsand jewelry industry ishaving along historical development

The gems industry history dates back to the KingnR the % reign under
his majesty patronage where ruby and sapphire isterically found abundant
in Thailand in Chanthaburi and Kanchanaburi, respely, as revealed by AU2.

This is perhaps more than 150 years from the yedatie. Along with the stone cutting
skill development, the heat treatment technologylieen successfully developed as
a core knowledge network and passed down from energtion to the next. The Thai
skills in this field are demonstrated by the Burebsing Thais to teach them

the know-how as well the Indians recruited Thaibefp them on stone auctions

in Singapore said by the same source. AU2, AU3, @®ilGS2 shared their
observations that the gems mining and heat tredtaremnrisky businesses but these
activities are the base of Thai basic charactesisfihais like gambling which reflects
to the Thai spirit of adventurism. AU2 concludedttfihailand would not be able to
be a gems center without having gemstone mindteifirist place.

Heat treatment is the utmost importance procefiseoem industry. Since
the rough stones are natural, this process isharere the quality to get rid any
impurities or cushions from the stones which inedrfrom the natural process of
stone formation. AU3 claimed that only 2% of nalstanes do not require heat
treatment. This may say that 98% effectively naethgrocess which the Thais are
good at. AU3 also described that the heat treatmseart art more than science and
the West produces the machine to serve the Thassam art because the heat treatment
matches the temperature degree to each stonerfette otherwise failing to do so
may cause a disaster of melting down the ston&$3 @ncluded that this process
is learned from doing where each type of stonelaisdare varied and one may lose
the whole lot in the fire if miscalculated. Each &b stones is graded into various
grades upon which are priced in many ranges. Tine gerson revealed that the trader
might find a very good lot from his/her buy wheréew top grades from his grading
pay off what he/ she paid for the whole raw matdoia Then, the remaining

downgraded stones are his/ her profit. Basicallg,heat treatment is to enhance
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the stone quality in order to increase the unitguof each stone grade. Therefore,
the process of learning to do the stone treatnselny product of stone trading.

The hard way is to buy low grade stone to pradheeheat treatment that is
not economically viable besides precious or seracipus stones are valuable items
not for learn by trial. GS1 reported on the curgatus of the heat treatment
technology development that, there no one daraskdheir money by making
investments in heat treatment as the Thai do n@xmAntioned earlier, Thailand’s
competitors then choose to hire Thais to assist@me valuation or to do technology
transfer for them rather to develop by themselviegvis costly and time consuming.
Ironically, AU3 said that Thai experiences are acalating from what the Thais had
burnt the whole lot of their own stones out of te&intry! In summary, this heat
treatment expertise along with the Thai uncomprargiguality of stone cutting upon
which the Thai competitive capabilities are basetitppe Thais to vantage position as
a world gems center.

The emergence of Gemfields into the colored gemestauction has changed
the value chain on the part of raw materials toniaeket. The gemstone sourcing
activities were previously in the hands of mediunsinall size stone traders though
some miners were trying to direct to the markehuwitt success as mentioned earlier
onBurma, Vietham and some African countries. Gem§&iésda gemstone mining
company doing mining activities predominantly ilmytand emerald. The person or
country who wins the auction would then controizakle supply of the materials that
may endanger the Thai position which specializesilnty and sapphire. This situation
was like Sri Lanka’s which now controls the sapphough stones traffic. However,
GS2 comforted that the auction lots are at presthtoming to Chanthaburi directly
or indirectly for heat treatment and cutting.

The Thai jewelry industry development is muchrdat@n the gems industry
to which jewelry making is normally under royal matage. AU3 made a comment
that the jewelry industry originated from the gemdustry and from his memory
the jewelry industry has been started for a longetbut began to be well-known to
western societies during the Vietnam War where3lsebrought home Thai gems
and jewelry. AG1, AG2, AU1 and AU3 agreed that Tiai competitive capability
in gems and jewelry industry indeed rests in thifskhands of the Thai master
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craftsmanship either in stone cutting or jewelrykimg. In specific, the Thai
comparative advantage over other countries is tia people themselves.

Thai personal traits are easy going, outgoing petidy, and easy to train and control
in the production line. This is in general is tloecalled ‘Thai hospitality’. AG2
stressed that honesty is also one of the impoctsenrtacteristics required in this
industry coming into terms dealing with valuabkniis such as gems and gold.
Thais have this kind desirable quality more thdreotountries.

On the top of this, AU3 asserted further that $le@n do mass production
jewelry with standardized product quality of handimpieces to which is difficult to
control since jewelry is handicraft works not prodd by machines. The Thai
proprietors are also known as highly flexible taldgith among other nations within
the industry. The Thai hospitality appears on tire@ndly approach and willingness
to help their business partners and customersessed by AG1 and AUL. Indeed,
these national characteristics cannot be replicsitez® they are inner properties of
ones.

It is worth mentioning here that the gems and |gwiadustry is having
high operational flexibility particular the gemwigig high margin to compensate for
the sourcing risks coupled with the stone cuttiraepss is simple to which can be
easily trained but somewhat difficult to do for Imiguality cuts since this involves
handicraft. AU1 proposed that, Thais have high podéabilities to do a higher class
of jewelry that gives better pay when hit by amagsociety and high labor costs.
GS2 supported the same that, Chanthaburi peopledrtovdo higher graded stones
cutting due to the labor shortage and shift theslograde to be cut in Isan where they
can find more workers. This gems industry is supdbsa household industry where
the supply chain network is moving to find the labources. This model has been
fully developed over 50 years. The industry status be considered as one of
the Thai competitive advantages over other cowrdgrgpetitors rarely found in
Hong Kong, China or India.

The Thai competitive capabilities are lying onrilgea gems center having
their expertise in heat treatment to support the f stones into Thailand and
finishing off by cutting. The gems center giveserto a jewelry center upon which
Thai craftsmanship supports to produce exquisgenprm quality products with
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standardized quality even so they are handicréfts. Thai premium workmanship is
embedded in the Thai hospitality and Thai perstiaéts. No one can take away this
guality from us unless Thais blow it up. Lastly,alland has ready-made production
networks to support production volume managemermreds the industry sale

attribution is highly seasonal.

Part |11: Nature of gems and jewelry business activities

AG1 cut to the heart of the gems and jewelry bessractivities that this
industry is really a workmanship industry that regsi quality control at every
production stage where piece works are gracefuldatail-oriented, handmade
products. The quality control is not only to chélak product quality but to testify that
the product contents are “real” since the matesaetsvaluable items as GS1 pointed
out that raw material specifically gems are timglasd can be kept as investments.
The proprietors have to be alerted at all timethes knowledge is being challenged
to identify the stone authenticity and valuatiohisTbusiness is basically relying
on individual skills from the level of proprietar workers on the factory floor.

The proprietors have to safeguard their interestiegting theft in their factories as
well as from fraud upon purchasing the materidlsthe same times they have to
focus on the level of class that they specializetirerwise they would not be able to
control the production cost on loss in the procé&ks. labor skill development is other
than the proprietor. They focus on developing tkkills by having the chance to
learn different production techniques particula $ihone cutting and stone setting

in order to uplift their skills for better pay usketo have a business of their own
which their employer encourages them to do.

The gems and jewelry business are labor intengheare labor cost is one of
the biggest fixed costs. Gems and jewelry saleibatibn is seasonal where the second
half of the year is backload which is normally @t@%. Doing business by sub-
contracting would be able to manage a flexible potidn schedule. Workers who left
the factory for self-employment would have bettay than a fixed salary and can
manage their free time at home. Therefore, it teebéor both parties. AU3 shared
that gemstone cutting is really a SME carrying bess at home. It is genuinely

a household industry that the investment is miniamal low 5 amp electric
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consumption is suitable for home producing for wadk station spinning wheels.
The machines can be installed under the traditidhal style house that always has
space. Farmers can do these business activiterswadtk each day or in the off
seasons. It could be a full time or part time job.

Since the gems and jewelry business depends oarhekills, either
the gems or jewelry production unit is producin@de at the level of their product
specialized where they find their physical constimiAU3 drew a picture of the gems
and jewelry industry that each household are speeian a specific level of product
line and class to which they made their name onoh®does across stone grade or
jewelry class even they know that higher gradeaask yield has a better return
since they do not have the ability. It will be fsbl to buy rough stone across grade
but cannot cut or take high-end jewelry order lartrot produce and deliver.

AUl and GS2 pointed out that though the gems awelyy industry is labor
intensive the labor portion in cost structure ispMétle because the material value is
certainly high. Thailand is producing stone typd gawelry class at the level of
medium to medium-high end is giving the best yialdomparison with the low and
the high-end. The gemstones can call better maéngim diamond. The jewelry labor
cost is normally less than 15%. Any competitor daes that have relatively lower
minimum wages than Thailand are only having an athge on the labor portion of
the 15%. Gems and jewelry are known as high vale&tion products.

Majority of theindustry membersare SMEs

The industry census has revealed that this indis®ME predominated,
see Table 3. All participants confirmed directhydandirectly that the industry is
definitely so. AG2 remarked that SMEs make up tlagonity of the 85-90% but
the big companies are having high export figure tine SMEs but less labor forces
than SMEs. There are 3 groups of SMEs: subcomigaédir exporters; direct OEM
order producers; and cash and carry market whabgsalhe first two categories are
vulnerable on price squeezes by buyers. The fimtgs are those work groups
breaking away from big factories and their pay ibgdy piece, AU3 said. They can
be either gems or jewelry workshops. The second areethose family business
proprietors with 20-30 workers receiving order frboth direct buyers and those
outsourced for export as AG1 described. The thind kas a better stand.



113

They operate their wholesale outlets and shopsestcatound Bangkok. The second
operation type was growing fast due to the markeged in the past. AU2 evaluated
the first type that the origin is from gems bussessand it is really a household activity
after work and then expanding to 20-30 people vgookip where traders distribute
rough stones for their cutting. AU3 share differeieivs on the first work group that
the subcontractors are also jewelry makers ared2fe8ple workshops serving
the retail jewelry stores on long time relationsfipey are normally earning handsome
pay from the domestic retailers for their piecesrieure high quality product which is
highly demanding locally. AG2 concluded the natir&ME is not upgrading their
operation since it incurred costs and of coursasltia not prefer changes.

SME business activitiesare OEM and being a subcontractor

As discussed in the previous section that the $viEsubcontractor, AG1
and AG2 amplified that these SMEs produce orde®Biyl based on customers’
design from big company as subcontractors. Thaiisuadcenter of OEM production
and having a few operating design manufacturingNfpBnd operating brand
manufacturing (OBM). AUL stipulated that those SBE subcontractor to big
factories which on the census was 380 propriefdren, it is rightly to help SMEs
having continuous orders from those big ones ratkigrg to teach them to do product
development! AG1 supported that it is rare and @xiglusive to big company
building branded product with foreign partner tolding up the OBM operation.
Some subcontractor is having financial strength&yTcan then provide their own
materials, e.g., metal and stones. They would ketalcharge for better
a workmanship rate but those who cannot providé suaterial are then having quite
lean labor charge. AU2 clarified the point why sudcontracting exists because of
the big factory production constraints due to tbassnal sales attribute and each
factory is having different level of specializatistmere the production network is
really helping them to fulfill the order. This is@ of the reasons why multinational
companies are moving to Thailand apart from besmgcenters and having exquisite
skill craftsmen supplied in quantity.

GS2 explained further that the nature of OEM rezfuidoing neither design
nor marketing activities since they receive ordent big company through
the subcontracting activities. GS2 and AU3 citeat th create a brand is far fetching.
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SMEs do not do their own design brand but the dorérand retailors do. AU2 pointed
out that design is not only product drawing buéegrated taste whereas having deep
rooted in customers’ custom and tradition. The dnanreally having the society’s
DNA in it. AU2 does not see any successful Asiavegley brand in Western societies
through many decades of experience. AG2 supplemie¢inét Thai identity on a piece
of jewelry cannot be sold to the open world magqgrt from selling as souvenir
locally to tourists. AU1, AU2 AU3 and AG2 agreedtlalesign is what the consumers’
market tastes which are western dominant. The apprto the product design is that
Thais should ally themselves to the ongoing conssinfeshion trend in each particular
market rather than trying to do their own origidakign and manufacturing jewelry
for the westerners to wear. This might be an exgtlan as to why some Thai designers
are copying designs from Western magazines. Initasta natural process to establish
their main theme of design.

As mentioned from time to time, the gems and jeyyeloduction technology
is learning by doing. The craftsman is quickly leag from other piece of works.
Besides, the people who give work to the subcotdraavill give full instructions on
what type of work and level of quality on the protithey ordered. This would come
with production technique how to do the piece. €ismo hidden agenda for them
not disclosing the technique to the subcontradiecsuse it will enable subcontractors
to become production efficient serving a big fagtAtJ1 and AU3 confirmed this
thinking.

AUl foresaw Thais are technology users. Fromghrspective, factory
would make their own decision whether to buy themai because the technology on
the Thai skillful hands can always be extendedswin many ways from the craftsmen
experiences. AG1 advised that the technology teangfl be implemented at the level
of middle size to big factory as they can relayg thitheir subcontractors. To encourage
more multinational companies to invest in Thailaralld help to promote
the technology transfer but the pitfall is theylwlilaw the limited pool of skill labor
to become even more critical.

The nature of the gems and jewelry business &ciiwolves workmanship.
Master craftsmanship is the industry key succedsifaested in human skill to which
personal traits is utmost important factor to ughslch quality to the stage of art.



115

The nature of production output is highly handitkaft required standardized quality
like other mass production counterpart. Operatirggems and jewelry business is
analogously putting right ingredients of humannaiaingled with production
discipline to the formula of success. People inezithe gems or jewelry business are
highly specialized in their incumbent businesswtitis. Both the proprietor and
workers are safeguarding their own benefits. Thematerial is high value perception
so that the business owner finds every measurmteqt his/her property while
production is directly involving with the human tacthat shares the high margin to
be distributed to the craftsmen.

The essence of the Thai industry nature is basets anain characteristics
thus dictating the ways the industry members contth&ir business activities.
Though the business activity is labor intensivés @lso extensive skill oriented.

The business network which includes marketing o, operation and production
is constructed in pyramid shape through their muieaefit knitting in form of
subcontracting network. Each proprietor speciaiome type and product class of
their own due to level of skill constraint. The wrdyy of industry members are SMEs
and their business activities are OEM and beingasuitbactors. Since SMES’ orders
mostly come from the big factory through the sultiamting network, design, raw
materials, and perhaps technology in some casebmayovided by the big factory
for SMEs. Product design from OBM which is assadatith branding is only for
the privilege of the big company and multinatiooampany to pursuit. Designed
brands are complicated. It is not only drawing aals promotion but it is an integral
part of the consumers’ taste interwoven with cusémm tradition of specific market.
The medium-size factory is striving at ODM and mavits own marketing network
and small particularly household industry prefeEMDsolely. Production technology
is thought to be passed on from the big factopéosmall ones through

the subcontracting lines. The findings from thigmianalysis have tremendous
impact to gems and jewelry industry competitiveatality development.

Part IV: The Thai gemsand jewelry industry SWOT analysis
The SWOT analysis is perhaps the most populadanidnant model being

borrowed from the school of management to analyeevarious scopes of the subject
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to study when researchers wish to distinguishirgjsopositioning from the group
where it belongs. The coverage of the model caanaéytically applied as far from
the largest scale of economic community to compaite other regions, e.g., EU,
ASEAN, NAFTA, etc. which reduces country competiveness in corapanvith

other countries and if you like scaling down tongt of a company within a certain
industry. Originally, the SWOT analysis is widelsing in business to draw a company
positioning from various facets of marketing, proggroduction, and operation
against the average industry performance or in stase to compare one company
performance with its individual competitor.

In business, this kind of study is normally conedcby the CEQO’s office as
this exercise needs to have full collaboration g gaining efforts across functional
management sections of a company, e.g., manufagiuperation, marketing, finance,
human resources and administration. Assumptionsake that these functional lines
would have thoroughly known and muster the knowdeadgtheir company strengths
and weaknesses in so much of foreseeing opposaridr the company to grow and
the encountered threats to their company from uaramgles of their functional issues.
Information is gathered through brain storming dssion in various sessions till
boiling down to agreements upon company positianiigs exercise is compulsory
as it is yielding at a set of database for commrategic formulation as presenting an
important part of business plan and annual budigeééed, these trials for factors of
discussion are known factors by specialists whdte@epartment manager of
a company learning from their daily operation ofledepartment in charge of their
assigned functions. Conversely, this company prads other than doing the industry
study where factors are unknown and yet to be cole identified by industry
members.

In a methodological manner, qualitative reseatidteyyy is the best suited
tool to enquire this type of industry informatidtowever, most of the cases
the professional researchers who conduct reseaacbasturally not experts
in the specific industry they do the research ame 6hould take in consideration that
the integrity of their findings are singly relyimg analyzing and synthesizing of
information from participants by the researcheegadnterpretation who may not
have in depth knowledge of the issue other thart ofgseople in the industry who do
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not have sufficient knowledge to conduct the reseaf their own. There is thus

a limitation in this accord to effectively enabltetresearchers to verify and justify

the enquired information in order to reach outgardent advice on strategic issue.

In words, there is no millage gauge to tell wheth&rmation is entirely achieved
through the process of data collection by themagoheset of data is fully recognizable
equally on data analysis. As far as data colledimh data analysis are concerned,
researcher is physically resuming the position gesaarch tool accountable for data
validity and accuracy of his/her research. In-dégtbwledge of the industry in both
areas of the industry general settings and dadhilse industry value chain and its
operational activities would certainly be by fagraat assistance to conduct researches.
If there is a choice to choose from, it is appraf@ito have an experienced researcher
from the industry to do the research of their own.

The researcher realizes these constraints up@wiag the 5 research studies
and thus selectively making reference from theidigts. One of an example of this
sort was that the OIE2 setting performance benckimausing its findings basing
from mostly local proprietors where their salesevargely representing at 74.5%
domestic sales to make a comparison with its juddaheelection international
companies assumed to be competitors to Thailaneselbompanies are the world
class well established companies while the Thantarparts are local companies
which are doing sales locally. Then, data integiren from this comparison would
be misled. Furthermore, all of judgmental sampleslegendary of the jewelry
business world. From the researcher’s knowledgmileg from experiences in
the gems and jewelry trade more than 20 yearsaiyfand Co. of New York has
been well established for more than a century lwnigashops worldwide so is
Gitanjali Gems which is USD 3 billion group of coampes having a strong hold in
India. The 130 years old Bulgari SpA is a worldssldtalian high-end product and
Chow Sang Sang Holdings is well established oveye0s representing as the main
regional chain store “China town” gold and diamgawlelry in Hong Kong serving
mainly mainland Chinese customers. Each of thesgaanies is specialized in different
type of product and market entirely different frome to another. The OIE2
comparison was basically made the local Thai comeggrerhaps mostly are SMEs to

compete the whole world in various product lines.
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One of the important features of the SWOT analigsie report general
atmosphere and conditions of the industry in coctjon with degree of competition
in the industry of the subject to study. The SW@algsis is expressing
the contemporary situations of industry at the tohis study took place. Conceptually,
the SWOT analysis could be studied in time sendyais by combining the five
research studies of the SWOT analysis in form ofreary report and do data mapping.
The report is to group the same factors underdheessection labeling by year of the
report. By doing so, it shows industry developmmrer the past 10 years from 2002-
2013. Please refer to the below table showing ptseof the 5 research studies

information.

Table 10. Summary of the 5 main researchs and tbs®arch year

Resear ch title/ Officein charge/ Resear cher name/

and Resear ch tools

Abbreviation
Resear ch year

Master Plan for Gems and Jewelry Industry, 2002

By Social Research Institute, Chiang Mai University

For the Office of Industrial Economics (OIE), Mitrig of Industry % %
Development of Comparative Industrial Databasedetdp enhance

the Gems and Jewelry Industry Competitive Advant2g&0

By Faculty of Economics, Chulalongkorn University

For the Office of Industrial Economics (OIE), Mitrig of Industry % %
Strategies and Master Plan for Fashion Industyremative Economy,

2011 By National Institute of Development Adminagion

For the Office of Industrial Economics (OIE), Mitrig of Industry % %

Action Plan for SME Promotion: Gems and Jewelryustdy, 2012
By Thammasat University
For the Office of Small and Medium Enterprise Prtioro(SME),

SMER
2012

Ministry of Industry
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Table 10. (Continue)

Resear ch title/ Officein charge/ Resear cher name/
and Resear ch tools

Abbreviation
Resear ch year

2014-2017 Strategy and Action Plan for the Thai Gamd Jewelry
Development, 2013

By Chula Unisearch, Chulalongkorn University

For the Gem and Jewelry Institute of Thailand (RuBrganization)-
(GIT), Ministry of Commerce

GITR
2013

Sources: The researcher summarized from the pudys

Even though, these research titles were diffdsahtheir intentions of
the industry SWOT analysis preparation was the salnjective. Their purposes were
to update situations of the gems and jewelry ingustorder to recommend strategies
for industry development. The researcher prepdregdttmmary report where
the frequency of the factors occurs at the mostaasdrted some of the factors even
though it is showing only one on the report ifsitelevant as well taken out irrelevant,
unclear/ skeptical or out-of-date points wherédnds conflicting positioning i.e.
addressing having strong support industries on @ppities by the GTR while also
having many points specifying there are shortagawfmaterials and finings as well
as relying on import items on the Weaknesses. Ttiesisions are based on
the researcher’s judgment by having long time aepees in the industry.

Please review the full set of report on Summartheffive main researches on
the Industry SWOT analysis on Appendices 3.

Prior to the full discussion on the summary of 8WOT analysis, it is
necessary to understand the terms in pair of Sinerajnd Weaknesses; and
Opportunities and Threats. The first pair of Sttesgnd Weaknesses is the internal
factors of the Thai industry. They express quadtilens of the industry of what
the Thais are good at and the weak points. Howdlverterm Strengths does also

mean the vantage position of the country in terhie@country competitive capability.
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This qualification is hard to copy by others arking times to achieve in such

a position and conversely loosing such positions Ththe same rule applying to

the qualification of the Weaknesses. The Opporesand Threats are simply the ad
hoc situation that the Thai gems and jewelry induistfacing. These factors could be
resolved by themselves or become even worse iimpth done about it. It depends
upon the cause of actions to remedy the situakionexample, economic downturn
in major country markets may temporarily reduceceipales and the export sales will
regain the ground once again at the time of th@nemic recovery. But the shortage
of a skilled labor supply may threats multi-natibo@mpanies to shift production
base to neighboring countries if the governmensdu take action either facilitate
crossing border labor or training more workerdw® industry. The researcher will
discuss the SWOT analysis in separate sectiong@fi@hs; Weaknesses;
Opportunities and Threats. This report will be updaby the conducted research as
the research results are reported in the previbapter.

Summary of the strengths

Thailand has long been known as a place for higkilfed craftsmen
producing exquisite quality gems and jewelry fomypgears. All the research shows
this qualification. This qualification neither che acquired overnight nor happen for
the last 10 years on the range of these researdlest This is one of the outstanding
personal attributes of the Thais. This trait igid@ive and similar to the “Thai
hospitality” in the tourism industry. It cannot basily copied, duplicated or imitated
since it is a characteristic of a Thai. This higblkylled handicraft has been
supplemented by the abundant sources of qualitystgeras in the past, e.g., ruby and
sapphire and becoming the world gemstones marllaytthough its natural stones
are almost depleted as referred to on the tabteenext page.

Thais have a high spirit of adventurism combinéith wumulative skilled
from one generation to another on heat treatmehstone cutting quality making
Thais particularly those Chantaburi people becatie treasury hunter” of the sources
of new gemstone mining to the world. Their actiaggins from the neighboring
countries where are a gems belt in South EasttAstai Lanka, Australia and Africa.
The 5 research studies have all remarked on thg. po fact, this gems industry has
long historical development since the end of WoMdr 1l referred to OIEL. Thailand
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has built the gems and jewelry industry for mangrgeback along the ways creating
fully integrated production cluster and networlstgoport the two main industries.
These sub-industries are commencing from minindalmefinery, semi- fabrication
intermediary product, e.g., stone cutting and miognimanufacturing jewelry,
distribution network and international company (Jfice, and Logistics. This network
needs to be developed over a long period of tirhe.rlew country competitors are
having a certain years of development gap frontieas.

On the top of the issue, Thailand is having welbwn international gems
and jewelry trade exhibitions to be a window fadi. Apart from being a channel of
distribution, this trade fair is also drawing vis# to boost the hospitality and tourism
industry that other industries can benefit fronthesAsia Pacific travel center.

In addition, the GITR pointed out that Thailand fAagible production units
accompanying with fast changing fashion trendss Thperhaps one of the strengths

of the SME properties that can adapt and endurbdnge to a multi-national company.

Table 11. Summary of the 5 main researches omthesiry strength from their
SWOT analysis

Summary-strength Resear ch year

1. Labour Group:

Possessing hilghly skilled handicraftmen 2002, 2@001, 2012, 2013
2. Procduction Technology Group:

Outstanding heat treatment and stone cutting guafto02, 2010, 2011, 2012, 2013
3. Marketing Group:

Being the world gemstones market 2002, 2011, 22aP3
Having gems & jewelry trade exhibition as channel
of distribution 2012, 2013

4. Production Group:
Possessing fully integrated production network 22021, 2012
Doing high quality gems and jewelry products

acceptable by customers 2010
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Table 11. (Continue)

Summary-strength Resear ch year

Having flexible production units to fast chaning

fashion trends 2013
5. Others:
Being the Asia Pacific travel center 2002

There are three points that were cancelled fratish. The world top three
silver exporter and having gems and jewelry lalmyataised by OIE2 do not
contribute to competitive capability in the longiras well the indigenous societies
started developing jewelry with unique designs laandiwork proposed by the GITR
does not mean that their handiwork will become ifasdible and popular. In sum,
these three points should not be considered &Sttbagths of the Thai gems and
jewelry industry.

Findings

All participants confirmed the notion of Thai hdasfity and Thai skillful
craftsmanship is on the top of the list. Proprigtanre flexible in trade and willing to
help customers with care, friendliness and suppo,with less rules with truly
creative engagement as AG1 and AU1 noted. AG1 ediaut that our meticulous
handiwork was from our racial physique combiningfwiatural traits of the Thai to
give rise to specialized craftsmanship whereas A@G#d that honesty was also
important characteristics of the Thais over théiieo country competitors. AU3
concluded that Thais have an in-depth knowledgelwat they do specifically,
such as heat treatment, stone cutting and jewediking together with their outgoing
personality which is easily to control on the proiilon line. These results at
standardized quality products coming from theirdsatihrough these output are
handmade handicrafts.

Conclusion

It is of the view that the Strengths of the gemd gewelry industry is
“Having a number of skilled craftsmen producing diaraft jewelry with standard

quality and meticulous cut-stone with exquisitethiesatment techniques”.
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Other factors such as being the world gemstonekethatoing high quality gems and
jewelry product acceptable by customers, possegsouuction network, and having
flexible production units are really a result ofavhthe Thais are and good at.

The remaining two which are Asia Pacific travelteerand having trade fairs of its
own are country strengths relating to the industry.

Summary of the weaknesses

The summary report of this industry Weaknessé&miger than the other
three scopes of study, e.g., Strengths, Opporésnéind Threats. In fact,
the Weaknesses cover across the board of thoseddlat may directly affect
the industry critical success factors where thepetitive capability development is
centered around. In words, to produce quality jeyweéeds to have combination of
good design, meticulous skillful workmanship andtfclass production technology.
However, the Weaknesses summary indicates that fapar good skilled
craftsmanship Thailand lacks the proprietary skidsessary in trade, such as design
and production development; production technol@mg marketing networks.

On the top of these important elements, Thaisaelynported raw materials
and also losing pace on the vantage of the laboefas workers lack production
knowledge and lack of labor supply to support tigustry growth while their wages
is relatively higher than its Chinese and Vietnaengsunterparts whom have been
assumed as the Thai’s main competitors. Ironictily,Thai gems and jewelry industry
must have been gravely ill caused by these lacksaeder, the Thai industry is still
vividly intact and even so proudly stated on th®MP objective to become the world
gems and jewelry center following with the SME &id erected this notion to their
vision statement. It is a paradox yet to be sok®tb how the Thai gems and jewelry
industry has survived these years journey throuiglugh times over a decade when it
has been the most critical period in the world jeywmdustry, e.g., world economic
crisis and commodity market turmoil, e.g., currerqgcious metals and oil.

The Weaknesses report is compiled for review omthe page.

Needless to say the heyday of the Thai gems avelrjeindustry has
departed. The era of abundant resources of thelwall known Siamese ruby and
sapphire with relative low cost of labor at premigoality gems and jewelry has
gone. The Thai positioning to the world nowadaydiffering from the good old days
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to the extent to which it is only producing beaultflems and jewelry prevails.

The natural resources are depleted and most stéimes are imported to be cut and
traded where Thailand is offering itself as the ke&for colored gemstones to

the world. This remark was strongly supported byt five researches saying
Thailand is “relying on importation of diamond, pi®us stones and precious metals”.
Apart from these main raw materials being importbd,situation of findings and

accessories has not been better.

Table 12.Summary of the 5 main researches on the Industakmess from their
SWOT analysis (2)

Summary-weakness Resear ch year

1. Raw Material Group:

Relying on importation of diamond, precious

stones, and precious metals 2002, 2010, 2011, 2013,
Relying on imporation of findings 2002

Lack of support on sub-industries e.g. findings,

mount, mold, and machinery 2011

Shortage of finings and assessories supply

domestically 2012

2. Labour Group:

Thai wages are higher than China anv Vietnam

threating to shift production base 2002, 2010, 2011
Workers lack of production knowledge reducing
competitiveness 2010, 2012

Lack of labour forces to support the industry

growth 2011, 2012
3. Production Techonology Group:

Lack of research and tehchnology on melting,

casting, stamping, and plating 2010
Lack of support on research and development 2012
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Table 12.(Continue)

Summary-weakness Resear ch year

No machinery techonlogy restricted ability to do
product development 2013
4. Product Development Group:

Lack of product design software development

prone to import from overseas 2010
Lack on precious stone cutting design 2010
Lack of tech investment for design and cuttring

stones other than India, Europe 2011
Lack of gems and jewelry design skills 2012
5. Marketing Group:

Marketing and credit system network among
proprietors is not strong as India 2002
Lack of product branding skills 2012
6. Finance Group:

Lack of financial funding supports for new

business establishment because this 2011
this business required high investment funding

7. Others:

Bad image on dishonesty of the proprietors 2002

The OIEL1 initially noted these items were relyorgimportation since 2002.
The OIE3 had still reported general outlook of itetustry in 2011 of the lack of
support from sub-industries, e.g., findings, moumt/d and machinery and the SMER
told there was a situation of shortage of findingd accessories supply domestically
a year later. It is interesting to study furthemttbe situation of not having the main
raw materials as its own would pose detrimentaatff to the causes of the industry
competitive development and how Thailand has susthkits industry competitiveness
all these years and still do so strongly over adecsince this symptom has firstly
detected and reported in 2002. It is an observdkianthis situation might have
persisted prior to the OIE1 till today.
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Thai wages has always been higher than the majos@nd jewelry
exporting countries, e.g., China, Vietham, anddndine higher wages condition has
been reported since 2002 and repetitively camegamady OIE2 and OIE3 in 2010
and 2011. Furthermore, the OIE3 and SMER pointédhau there is not sufficient
labor supply to support the industry growth. Tlaisdr shortage has become fact of
life for all proprietors across industries for marears. In effect, it is natural that
the persistent occurrence of labor high turnover d@es not encourage extensive
work training, particularly in this labor intensibeisiness which relies chiefly on
skilled workers to produce quality pieces of alieTOIE2 and SMER revealed this
affect simultaneously by stating that “workers latkroduction knowledge reducing
competitiveness”. Be that as it may, workers atarally attracted to less complicated
work with high pay. Only a few people have the é&ndexterity and prefer handicraft
work personally choose to work in this industrysiim, work in the gems and jewelry
industry is opened to those who are willing to wiorkhis industry. Since the factor
of relative higher pay than its competitors haspesmed over a decade, but Thailand
has not yet experienced the shift of the produdiase. Perhaps, the factor of efficiency
would have been balanced out or compensated tad¢te of higher wages in this
gems and jewelry industry if not the issue of laparblem of the Thai industry might
have been chronically worsen before long. One mgiyeaotherwise the problem might
have been waiting to erupt.

It should not be an argument that the gems andljgwndustry is
a fragmented industry, then people in the indusitiall “accept” the status of what
they are and doing nothing about it. However, geearcher does not agree to
“remedy” the situation by simply recommending torfiag” the Weaknesses.

The strategic recommendations of this study ararzald between the industry macro
and micro analysis.

The OIE2, OIE3, SMER and GITR lined up three lagkproduction
technology and four lacks of product developmenhe first group is straight forward
lack of production research technology restricteititg to do new product
development. The second group begins with thedagems and jewelry design
skills referring back to the stone cutting desidmakli is one of the most important
elements of jewelry design. Once again, Thailand this situation because it lacks
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the technology investment for design, cutting st@mel product design software
development. In addition, people in the industrglgo lacking in marketing and
credit network as well as financial funding support

Lastly, the bad image on the dishonesty of proprseshampered to overall
consumer confidence to Thai products. Even thotiglas quite a distance past,
the researcher believes that this cause has notrbperted due to research conducted
on a later period was focused on the export maetber looking at the gems and
jewelry industry as a whole. The endless complantfraudulent overpricing have
cropped up to public attention from time to timesaxiating with the zero-dollar tour
drove government putting jewelry to be product urdeel control. Interesting to
take note that market competition does not work inehis industry since the product
is impulse buying prone to ones’ preference. $kisptical to say that any damage
done on the tourist market locally will directlyrhathe Thai export market once
travelers return to their homes.

Recently, there was a phenomenon of market dineggim jewelry domestic
market. The local jewelry market evolution has bgexdually expanding from
traditional Chinese gold ornament shops to finesjeyvsales at department stores and
shopping malls for the last 10 years. The lateskatalevelopment has given rise by
the TV frequency privatization. There are some jew&V shopping programs on air.
Consumers are easily accessing the products mameetrer. Jewelry is brought to
present to their home and payment is electronicayenient. Should there be any
authority to regulate this trade transaction imtof product knowledge conformance
benchmark in relation to the recommended pricing® ifcident of “green gold” is
one lesson to learn from over market competitiotherway round it will become
even worse if there is a condition of market catinsoccurred particularly might
have been happened on the section of those tatiriattion jewelry shops. It will be
disastrous if tourists find the price they paid dgpiece of gem or jewelry bought
in Thailand where the source of colored gemstoonebled the price they can buy at
regular retail shops in their own countries. Noh#he public relations schemes are
effective enough to deter the consequent widesfdraddnouthing in the export

countries of the Thais.
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There are some points that the researcher excluoiedthe Weaknesses list
with reason that some of them are results of thaResses itself and some is not
relevant or was stated on other section. The lagems and jewelry design skills,
product branding skills and financial funding addyed by SMER are really the root
causes of the problem of copying design rather tdvem creativity (GITR), doing
OEM results at consumers do not recognize the pilzaiuct potential and would be
able to market at its Thai brands (OIE3), lack@ftmuous proper product promotion
and public relations (GITR), Thai marketing strategdefensive (SMER), and Thais
do not have a “big name designer” (GITR). Someparbaps a dual effect from lack
of marketing skills and proper financing makesThais to do marketing of their own
and thus promoting their product and carrying oblipuelations scheme. It is skeptical
that the workers are having problems using machiaed technology (SMER), then
the lack of production knowledge (OIE2 and SMER)m&y do not have the chance
to access to the new technology and machiner iattae first place because they
are SMEs who lack the funding to improve their prcitbn processes. The point of
government offices lacking collaboration among tkelves stated by OIE1 on
the Weaknesses was noted altogether on the Tha@etten with the GITR’s remark.

Findings

Four out of seven participants mentioned aboutatle of unity in the gems
and jewelry industry collaboration results in weikg the bargaining power of
the private sectors in form of trade associationsither government or international
organization even at the level among industry mem#dJ3 pointed out this
phenomena might be structural problems that pdoplas industry specifically
the gems industry are decisive to what they dbvaslécision of live or death have to
make all days long i.e. to decide whether the stohis genuine and by how much to
pay. AU3 told his experiences in extreme that imynaccasions he received
a 10 million Baht check to release a sack of precgione from buyers he barely knew
at his mine in deep jungle as the same time therbearry that sack back home to do
heat treatment that he/she trust it will come mé.fDoing this kind of works takes
plenty of courage! That is why people in this inmysupposedly have a lot of self-
confidence so to consult his personal or businedtemwith the proprietor in the field
is unlikely apart from the western business soaietynterpart.
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The serious weaknesses issue that every parttcgpaned in common is
the problem of the raw material shortage speclfidale flow of stones into countries
thus causing less variety of stones in the maidR and AG2 expressed their
concerns on this and pointed out that the rooteausblem is the tax system that
barred the influx of stones. AG2 claimed that s tbason why Gemfields does not do
its auctions in Thailand. AU2 explained furthertttiee tax system drives gems people
underground and the jewelry people have to fackl@nas to find the proper documents
on their raw material purchases to substantiate skraightforward export trade.
AG1 opened up another issue that the industry l#ekgroduction technology that
needs to be encouraged and promoted by governm&Bh and GS2 proposed to
institutionalize the supply chain connection betwte gems industry and the jewelry
industry. AG1 and AG2 addressed a most serioubliesome weakness of the labor
shortage issue due to an aging society and peaplengout from the industry to
other industries.

Conclusion

The Weaknesses of the gems and jewelry indust§esgerely shortage of
rough stones supply flowing in from original minisiges since local mineral deposit
depleted and labor forces constraint due to agigesy.” Points 3-7 from 5 research
studies summary and the lack of findings and coraptmand supporting the industry
are excluded from consideration due to the micralyams indicated most of
the industry members are SMEs. Their businessitietivare OEM and being
a subcontractor. However, it does not implicitlyanghat our strategic formulation
and recommendations will omit those points but dlbrought out to discuss once
again under the framework of positioning analydmsclv focuses more precisely on
the agenda rather than discussing the situatioradysis that is broadly at the policy
level. Reasons to select the two dreadful problerasecause the industry situation is
chronic and threatening the existence of the gewhssiry. As the findings revealed,
the gems industry is supporting the well-beinghef fewelry industry where
the majority of participants expressed their consem the issue.

Summary of the opportunities

Prior to discussing the Opportunities in greatdad, it is necessary to
understand what the Opportunities are. In thisednOpportunities does not mean
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a chance opened up to everyone to leap for thdibehat rather a unique situation is
exclusively offered to one and no one else woulédmly able to seize such benefits
or at least temporarily apart from the one it cffer exploit from the vantage position.
This position may be raised from the country contipetadvantage, from monopolistic
status owning scare resources or possessing camparapability by having high
technology or supporting the infrastructure to befi®m the situation. However,

if one country tries hard enough to reinforce éwgell of competitive capability over

the years, it might be able to acquire such pasitioeven surpass the current one
who does not take heed on world competition thtesname of the game on the high

tide of globalization. A summary of the Opportuegtiare showing below:

Table 13. Summary of the 5 main researches omthestry opportunity from their
SWOT analysis

Summary-opportunity Resear ch year

1. Marketing Group:

Market share is still low and can expand more paldr

in tourism industry 2002, 2011, 2013
Domestic market trends are receptively expanding 02, 2012(2)
Bilateral trade agreements encourage to markeRé&hd

procurement expansion 2010, 2011

High potential of market growth in ASEAN and new

markets 2002, 2012(3), 2013
2. Government Support Group:

Having consistent and continuous supports from

Government 2010(2), 2012, 2013

The three researches conducted during the pefipd02-2013 have
reiterated that the Thai market share to the woolisumption is still minimal and has
the chance to grow, particularly the domestic &tunarket. The OIE1 and SMER are
still insisting that the trend of domestic consuimptin either local sales or the tourist

market is pervasive and offers high growth. Intingsenough, the OIE1 states 4 points
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out of a total of 7 points on the local market apyaities in 2002. The 2 out of 4 points
of the local market opportunities was about thenalehof distribution foreseen from
the US market evolution, e.g., TV shopping, masechandiser, department store.
There has been accelerating growth of counter salésts at department store for
the last 10 years and only 2-3 years opening upéiaephase of the TV shopping
network where the TV frequency was liberalized. BMER added up the online
E-commerce in 2012 which has proven less effe¢thiga TV shopping where the TV
host can interact with the audiences but the coeeod the internet is worldwide.

In addition to the market prospects, there haways been new markets for
the Thai gems and jewelry. OIE1 cited the potemtiatket growth in China and
the Middle East in 2002 while the SMER and GITR wasducted during the ages of
the free market economy promoting the free tradeeagent (FTA) through bilateral
agreement came to full swing during 2012-13 afterWTO negotiation round was
doomed and the approaching AEC. The AEC, ChinaRargsian were added on
the top list of SMER. The Thais look upon counthesing a trade agreement with as
a window to trade as well as sources of raw mdset@aimport, especially precious
stones, and the OIE2 and OIE3 raised these pdihesneed to establish a factory
in the country of destination to produce for eaaltipular market is diminishing for
the Thais on the one hand while Thailand is becgraigateway as a production base
for foreign direct investment to export to thosemiies that have trade arrangements
with Thailand on the other.

The government sectors have extensively supptiteedems and jewelry
industry all the way through from the beginningading to the OIE1 document
review. The industry was selected as the indudttizgeonation in 2002 and being
researched by OIE1 for the NIDMP under the Takdimiaistration. The Thai gems
and jewelry industry has been put on the top ggionidustry ever since. Many
privileges have been granted to the industry eitbeal or export trade particularly
the tax exemption on the import duty on preciousalseand gemstones, investment
incentive by BOI, the international trade exhihitisupports, sponsored trade
delegates etc. The researcher foresees more supporne in the future as the recent
trend of support has been vivid referring to OIEBRER and GITR across the period
of 2010-13. The stream of current support is sttitinuously strong through the GIT
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and SME Bank to uphold the industry competitiveadalty and funding in the present
world economic stagnation in both the US and Eumopearkets which are the major
Thai markets.

There are many points stated as opportunitiefigirésearch that were
dropped. The researcher does not give importaneednomic recovery of the major
markets as the emerging opportunities is for th@d hs well as for every trade party
to those major markets. Everyone who trades witsg¢markets will enjoy the same
sales increase from the beneficial situation. TRER3ointed out in the opportunities
section that the Thai industry has strong suppgitidustries really contradicted with
itself and others. Their industry weaknesses wgisigadhe industry lacked raw
materials i.e. precious metals, precious stonedirfgs and accessories; lack of
product design and technology and a lack of margetetworks. These lacking
factors on what they said are in fact the suppgriticlustries to the gems and jewelry
industry.

Findings

AG2 opened the issue that marketing technologyduymtion technology and
management technology are now coming with thosédwoultinational companies
that have shifted their production bases from Clamé our surrounding nations to
Thailand to after our craftsmanship quality sirtus tetailed jewelry is required for
premium quality products. At least 3 big internatily acclaimed branded products
have shifted their production bases to Thailanti Will outlets opened at big shopping
mall and department stores around Bangkok. AG2atiti this is the main reason
why Thailand is becoming the world silver expor#&d1 supported this trend that,
the Thai opportunities is to grow those medium-gi#rietor to do ODM and Thai
big-size factories to go for medium, medium-higlhwetail branding that government
will support [to leap for this technological traesfrom the multinational company].

AU3 foresaw that Thailand has a tremendous amaiumidden labor
in the field as the gems industry successfullyagd people from the agrarian society
around Thailand. Thailand used to be the worldlsicairconia producer and lost this
industry to China when the VAT and WHT cut off ¢h@duction value chain activities.
The stone cutting activities which are a househaldstry were drying up as the VAT
has to pay every junction of goods transferred. tbshe traders went underground



133

and caused problems for the jewelry industry op@ralocument declaration as stated
earlier. AU1 supported to revitalize this systeraiago draw people from the fields
to the industry doing side-line works after workimthe off season. This activity
would help to retain people at their homes andgmeinternal labor migration.

On top of that, farmers have extra income to supiheir families.

Conclusion

The Opportunities of the gems and jewelry induatey“Having huge hidden
labor reserve in agricultural and horticulturaltees were successfully utilized from
the past of cubic zirconia cutting prior to the VAGgime.” The marketing and
government support group points were deleted filweretjuation temporarily in this
sectional analysis context. The ASEAN and domestdkets are down at this
moment due to the world recession and the free tagdeements (FTA) are having
many technical problems to conform in order toizilthe tax privileges. This FTA
will be discussed in the part of strategic recomdagion under the positioning
analysis. Finally, the technology transfer from thelti-national companies shifting
their production base is not having immediate ¢$fécit needs a longer period to
digest and learn. Thus, this point does not appedhe list.

Summary of thethreats

Unlike the interpretation direction of Opportuagj the Threats in this
context are any potential factors or circumstarnicasmay harm or attack the very
existence of the Thai gems and jewelry industrgnesuch adverse effects might
have produced more or less effect to the Thai ecguwmmpetitors. In addition,
the occurrence of such phenomena may from eithat the Thai industry is not
adequately performing or its competitors outperfdine Thais. There are three major
points on the problem caused roots summarized fhenfour headings, e.qg.,
marketing, competitor and competition, governmeipip®rts, and raw materials
showing in tabular form on the next page.

The point shall be reiterated once more is thaegunent support is one of
the important driving forces of this fragmented geand jewelry industry. GITR told
us that many government offices are involved impsting the industry but they lack
integrated and collaborative plans among governmo#ices. This kind of problem
has been addressed by OIE1 since 2002 on the seftibeaknesses. However, this
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type of problem apparently remains. Needless tdsayolicy formulation from

a wrong assumption may have done more harm thah gogum, there is no
streamlining of the government policies towardsititistry based on two levels of
the government policy analysis. Firstly, the reskar did not find concrete
collaborative policy implementation and thus jadiministration at the policy level
among the two government ministries: the Ministiynalustry and Ministry of
Commerce. Secondly, each of the government officeer different ministerial
supervision are doing their own research to sudttans serve their organizational
goals being assigned by their work functions. Eeugh the OIE3, SMER and
GITR are sharing the same mission of promoting [@hdibecoming a world center,
but there is apparently no collaborative workinghoaaittee among the three offices
knitting their policies supplementing to each othethe level of implementation or
action plans. It is worthwhile to mention that amjacommittee at the level of action
plans would yield a high level of policy implemetibda effectiveness by having quick
responses collectively of each government offich&industry needs in changing
situations on timely basis. The country competitbed normally possess raw materials
of their own precious stones are effectively havirghly integrative government
support work plans specifically to restrict expoohtrol of the raw materials flow to

Thailand. OIE2 has addressed these two points stuidy.

Table 14. Summary of the 5 main researches omthgstry threat from their SWOT
Analysis (4)

Summary-threat Resear ch year

1. Marketing Group:

World economic and economics at major countries

slowdown 2002, 2012
Facing non-tariff barriers by major market courgrie 2011, 2013
2. Competitor and Competition Group:

Quick development in production technology in

competitor countries 2002, 2011
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Table 14. (Continue)

Summary-threat Resear ch year
Lack of labor and high wages drive to shift on precttbn 2002, 2012,
base 2013
Fiece competion and quick development in competitor
countries 2010, 2012
Emergent of new competitor countries e.g. Vietnauch a
Indonesia 2012

Highly integrated government support work plan in

competitor countries 2010

3. Government Support Group:

Lack of integrated and collaborative plans among

government offices 2013

4. Raw Material Group:

Raw materials prices are highly fluctuated 2012,20
Strictly export control at RM source countries reséd

Thai importation on RM 2010

The level of competition at the world scene hasobee fierce and intense as
there are more new faces emerging to the world ebagkg., Vietnam and Indonesia.
These two countries have plenty of labor supplieElvare crucial at most to the labor
intensive industry while the Thais have done badtgre the minimum wages were
abruptly increased across the board by the popoléies at the situation of
the shortage of labor supply. The threats of disfiproduction base has long been
detected by the OIE1 and become more intense aatexly reported recently by
SMER and GITR. It is interesting to note that therkel renowned Tiffany and Co. of
New York chose to locate its diamond cutting avdgley facilities in Phnom Penh,
Cambodia over Thailand. More international compsuhi@ve relocated their
production facilities in the neighboring countrggsThailand and brought with them
their first class production technology to the lsc@his is the same fashion of how

the Thais are acquiring their skills on the firsagrietary of design and production
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technology. This situation will accelerate at aidipgaining pace of their overall
skills development and thus drawing more new for@nyestors to their countries
where the factor of production is supporting tlggowth. This theme of ever-lasting
circle does not in any ways benefit the Thais lggosition. The three recent
researches during the period of 2010-13 is sulestii this argument.

Admittedly, gems and jewelry are luxury produatsl @eople tend to
rationally cut down their spending on these itemsecthey are facing decisions to
choose against the four necessities. The worldauancrisis or economic slowdown
in major markets is always troublesome to the ganasjewelry export sales.

The order cut down by the importers is immediaté&ctvinesponds to sharp consumer
spending cuts. The OIE1 and SMER have remindexd thee economic crises in
2002 and 2012 in the US market which is the sibgigest export destination for
Thailand. Under the prescribed circumstances,rthéted countries are naturally
imposing non-tariff barriers over the Thais expaftshis kind as considered as

“less necessary items” where they have to honar thgfication to the WTO.

The reduction of GSP by either the USA or EU is ohthe examples of this
non-tariff barrier.

Once again, some points were excluded from thersamn Firstly,
the statement by OIE3 said, “lack of continuousiynpoting the Thai product image
at the major and new market” is not relevant toftheeats. Secondly, there is no
concrete evidence to the claim that the econonmcsalrives consumer consumption
from fine jewelry to costume jewelry as stated W2 Based on the researcher’s
experience, the confirmed orders for the last 3syaee gold items switched to silver
jewelry due to the hike of the gold price but | Bawot experienced the phenomenon
of a drastic change from fine jewelry to costumegky. Lastly, the researcher
dropped the point “inconsistent supports from gowent sector, e.g., measurement
to waive the VAT on rough stone import” raised bNe®@ which is only one pending
issue at the time and is already resolved compardte many achievable issues.
This point contradicts the Opportunities stateddil2, SMER and GITR where

the three researches are prescribed vice versa.
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Findings

AU1 addressed that one of the most important thsehe uncertainty of
the government policy direction towards the gentsjawelry industry as far as
the matter of labor resource allocation policy amlistry encouragement policy are
concerned. The labor force is draining from oneustd; to others under the gravity of
income offer would push this small fragmented industo deeper trouble of a labor
shortage. This is in contrast with country compesitifting non-trade barriers to
protect their natural resources specifically tlmnss to freely flow to Thailand
in conjunction with some Thais going aboard to ethe know-how to competitor
countries. It is speculated that if there is enougtle traffic domestically, they would
not have to do so. Be that as it may, this everdes the foundation of being the world
gems center and eventually will definitely hit {eevelry industry hard due to raw
material shortages. While the existence of a geantec has been challenged,
the marketing and distribution changes resultiogifihigh technological development
are now squeezing both Thai market shares and nsaagi AG1 and AU2 addressed
this adverse situation.

Conclusion:
The Threats of the gems and jewelry industry angrt€ht tax system obstruct to
the stone supply inflow while gem source countlifésip non-tariff restriction and
other world gem centers aggressively seizes theestopply by their government
strong supports.” Some of the deleted points redaid the world market conditions
are raw material prices are highly fluctuated dreldhanging marketing and
distribution channels resulting from high technglogs these are what everyone
in the industry has to face rather than only thai Plosition. The emergence of new
competitor countries is now proven no threats beatthreats from other world gems
centers remain.

Conclusion:

The mission of this chapter is to discuss theifigsl in order to reach
a conclusion is accomplished. The essence of gituahalysis in the form of
the SWOT analysis is studied through document stugibdated with the new findings
and adjusted by micro-analysis factors discové@d the research findings.
This suggests for a final draft of the refined gsm to recommend the strategic
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direction by the TOWS matrix in the next chaptdrisipolicy guideline will be
accounted for in the supporting policies derivemhfrthe study of strategic
recommendations of the fragmented market struethieh has been thoroughly
discussed in the positioning analysis at the beggaf this chapter, where the two
sub-questions on the world gems and jewelry mastkatture and the Thai industry
position were answered. Importantly, the first t@search questions are also explained
as the heart of the issue that the gems and jewelnstry is predominated by SMEs
and operates OEM business activities by subcoimiacthe micro-analysis
implications have been taken into account for adberang the above SWOT analysis
for competitive capability development. Lastly, theemain two sections from

the research about the findings: the participatsdmmendations and the ideal
situations of the Thai gems and jewelry industrih®world which are discussed
together with strategic recommendations in the nbapter to answer the third
research question, “What are the strategic recordatams to develop competitive
capability formulated from the macro and micro-gss to promote the Thai gems
and jewelry industry to achieve sustainable groivth?
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AN INTERVIEW GUIDE
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0

Research

guestions

Research

objective

Expected information

from participant

Interview

guestions

What is the nature of the Thaji To explore the nature of Thai

gems and jewelry business

activity?

How is the nature of business
activity providing micro-
analysis for competitive

capability development?

gems and jewelry business
activity that may have been
important factors influencing
the direction of the industry

development

5 To seek for opinions on the
notion of competitive
capability in relations to the
nature of business activity
from various experienced
parties who are having veste
interests in the Thai gems an

jewelry industry

==

The Thai current

country position

Relationship of the gem

and jewelry industry

Thailand position to the
world and world market

condition

Can we possibly say Thailand is the world gems ¢
jewelry center nowadays? Why do you agree or n

agree with this notion?

sWould the status of being the world gems center
pose any effects to the position yet to achieve the

world jewelry center and why is that?

Many scholars claim that the world jewelry export
turnovers are a the level over hundred trillion USI
in comparison with the Thai jewelry export was a
mere USD 7-8 billion, then there is room to grow {
our Thai jewelry export. What do you think about
this claim and do they have any countries domina

the world jewelry industry apart from the consume

and

ot

te

=

Research

guestions

Research

objective

Expected information

from participant

I nterview

guestions

World product mix and

countries?
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What are the strategic
recommendations to develop
competitive capability
formatted from the macro anc
micro-analysis to promote the
Thai gems and jewelry
industry achieving for

sustainable growth?

)

1)

To describe the proposed
strategic recommendations

from the study

the market share

The Thai led-growth

product

| trust you are a regular traveler on business trip
What do you reckon in percentage of different
product types e.g. gold jewelry, diamond jewelry,
gemstones jewelry, silver jewelry, base metal
jewelry and so on displaying in a retailed shop or
how frequent these type of product broadcasting|on
TV shopping network in USA and Europe?

Do you notice what types of the majority of Thai

jewelry are on display?

What is the Thai jewelry product champion in youy

view and why is that?

Research

guestions

Research

objective

Expected information

from participant

Interview

guestions

The Thai Strategic

foundation

In your opinion, what is Thai jewelry position tuet
world in term of strategic-led growth when the
Chinese is cost efficiency good to value jewelhg t

Italian is for value creation through design

development; the Hong Kong is good to value by
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2

The Thai industry
strength

Weakness of the

industry

Opportunity and threat

ensuring customer confident and being free port?

In what way the Thais would be able to seize mor
market shares from its fellow competitors or wisat
really the strength of the Thai gems and jewelry

industry?

When you say strength then there should be
weakness. What are those Thai gems and jewelry

industry weakness?

Research

guestions

Research
objective

Expected information

from participant

I nterview

guestions

with supplement of the

world market conditions

Participants’ Strategic

recommendation from

What do you foresee opportunity to grow as well
threat to the existence to this gems and jewelry
industry? What are current conditions of the
international market and what factors you are

worrying the most in our gems and jewelry export

What do you think the most urgent measurement

and
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the SWOT analysis

Nature of the Thai gem;
and jewelry business

activity

strategies that shall be recommend to the govern
sectors to improve and encourage the gems and

jewelry industry for its sustainable growth?

5 What do you think the main characteristics of the

gems and jewelry business differ from other

3

nen

Research
guestions

Research
objective

Expected information

from participant

I nterview

guestions

The business operation

activity

business in what way and why is that?

One thing is bothering me all the time is that
proprietors in this gems and jewelry industry are
mostly SMEs and household production base and
they are working in commercial building and their
home with less than 50 workers on premise while
big factories having more than 500 workers are o
380 from 15,777 proprietors basing on the UTCC
census report in 2010, how do these SMEs take t
order while they do not even speak English and
certainly they do not join the gems & jewelry tradg

fair?

the
y

—

heir
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Marketing activity

Business

What are the channels of distribution for these
SMEs?

Research

guestions

Research

objective

Expected information

from participant

Interview

guestions

establishment and

production activity

Product design necessi

VS workmanship

SMEs business growth
and recommended

strategy

What is the genesis of these SMESs, how do they
obtain production knowledge and skills and how d
they commence their business specifically the

funding?

IyThere are a number of reports and researches
indicated that people in the gems and jewelry
industry are not good at product design and
development particularly SMEs but having good
workmanship. Do you think product design and
development is the utmost essential for them iir th

business activity and why so?

Do you think these SMEs are having a chance to

grow while many research reports indicate of their

(0]

e
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lack of production technology, product

Research

guestions

Research

objective

Expected information

from participant

Interview

guestions

for their business
development

The Thai gems and
jewelry industry

competitive capability

Participants’ Strategic
recommendations for
sustaining the industry
growth

design and development, marketing network, and
funding and what are your suggestions to

government sectors to grow their business?

What are reasons that foreign customer specifically

select Thai jewelry for their inventory for salasim
a words, what are really competitive capabilityod

industry over other competitor countries?

What are your suggested directions recommendin
to the government sector or implementing through

your trade association to reinforcing this statius o

competitive capability to sustain in the future?

g
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I nterview questions

MuFuMHa

Can we possibly say Thailand is the world
gems and jewelry center nowadays?
Why do you agree or not agree with this

notion?

Would the status of being the world gems

center pose any effects to the position yet
achieve the world jewelry center and why i
that?

Many scholars claim that the world jewelry
export turnovers are a the level over hundr
trillion USD in comparison with the Thai
jewelry export was a mere USD 7-8 billion,
then there is room to grow for our Thai
jewelry export. What do you think about thi
claim and do they have any countries
dominate the world jewelry industry apart

from the consumer countries?

| trust you are a regular traveler on busines
trip. What do you reckon in percentage of
different product types e.g. gold jewelry,
diamond jewelry, gemstones jewelry, silver
jewelry, base metal jewelry and so on
displaying in a retailed shop or how freque
these type of product broadcasting on TV
shopping network in USA and Europe?
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Interview questions

MuFuMHa

Do you notice what types of the majority of

Thai jewelry are on display?

What is the Thai jewelry product champion

in your view and why is that?

In your opinion, what is Thai jewelry positig
to the world in term of strategic-led growth
when the Chinese is cost efficiency good t(
value jewelry; the Italian is for value creatig
through design development; the Hong Ko
is good to value by ensuring customer

confident and being free port?

In what way the Thais would be able to sei
more market shares from its fellow
competitors or what is really the strength o

the Thai gems and jewelry industry?

When you say strength then there should
weakness. What are those Thai gems and

jewelry industry weakness?

What do you foresee opportunity to grow a

well threat to the existence to this gems and

jewelry industry?

What are current conditions of the
international market and what factors you &
worrying the most in our gems and jewelry

export?
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Interview questions

MuFuMHa

What do you think the most urgent
measurement and strategies that shall be
recommend to the government sectors to
improve and encourage the gems and jews

industry for its sustainable growth?

What do you think the main characteristics
the gems and jewelry business differ from

other business in what way and why is that

One thing is bothering me all the time is thg
proprietors in this gems and jewelry indust
are mostly SMEs and household productio
base and they are working in commercial

building and their home with less than 50

workers on premise while the big factories
having more than 500 workers are only 38
from 15,777 proprietors basing on the UTQ
census report in 2010, how do these SME§{
take their order while they do not even spe
English and certainly they do not join the

gems & jewelry trade fair?

What are the channels of distribution for
these SMEs?
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Interview questions

MuFuMHa

What is the genesis of these SMEs, how d
they obtain production knowledge and skill
and how do they commence their business

specifically the funding?

There are a number of reports and researg
indicated that people in the gems and jewe

industry are not good at product

design and development particularly SMES

but having good workmanship. Do you thin
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product design and development is the utmost

essential for them in their business activity

and why so?

Do you think these SMEs are having a
chance to grow while many research repor
indicate of their lack of production
technology, product design and developme
marketing network, and funding and what &
your suggestions to government sectors to

grow their business?

What are reasons that foreign customer
specifically select Thai jewelry for their
inventory for sales or in a words, what are

really competitive capability of the
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Interview questions

MuFuMHa

industry over other competitor countries?

What are your suggested directions

recommending to the government sector of

implementing through your trade associatid
to reinforcing this status of competitive

capability to sustain in the future?
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APPENDIX 4
GROUPING GUIDELINE TABLE
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Research

guestions

Research

objective

Expected information

from participant

Interview

questions

What are the World Gems

and Jewelry Industry and

the Thai Gems and Jewelry

industry status?

To explore the nature of Worl
Gems and Jewelry Industry
and positioning of Thai Gems
and Jewelry Industry to the
World Gems and Jewelry

Industry

To describe relationship of thg
Thai Gems Industry and Thai
Jewelry Industry and how the
two industries are for one

another in what ways.

dThe Thai current

country position

Relationship of the gem

and the jewelry industry

Thailand position to the
aworld and world market

condition

Can we possibly say Thailand is the world gems a
jewelry center nowadays? Why do you agree or ng

agree with this notion?

sWould the status of being the world gems centeep
any effects to the position yet to achieve the @orl

jewelry center and why is that?

Many scholars claim that the world jewelry export
turnovers are a the level over hundred trillion USD
comparison with the Thai jewelry export was a me
USD 7-8 billion, then there is room to grow for our
Thai jewelry export. What do you think about this
claim and do they have any countries dominate the
world jewelry industry apart from the consumer

countries?

(€

1%

C

Research

guestions

Research

objective

Expected information

from participant

Interview

questions
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World product mix and

the market share

The Thai led-growth

product

The Thai Strategic

foundation

| trust you are a regular traveler on business trip
What do you reckon in percentage of different

product types e.g. gold jewelry, diamond jewelry,

gemstones jewelry, silver jewelry, base metal jeyvel

and so on displaying in a retailed shop or how
frequent these type of product broadcasting on T\
shopping network in USA and Europe?

Do you notice what types of the majority of Thai

jewelry are on display?

What is the Thai jewelry product champion in your
view and why is that?

In your opinion, what is Thai jewelry position tuet
world in term of strategic-led growth when the

Chinese is cost efficiency good to value

Research

guestions

Research
objective

Expected information

from participant

Interview

questions

jewelry; the Italian is for value creation through

design development; the Hong Kong is good to va

by ensuring customer confident and being free pornt?
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In what way the Thais would be able to seize more

What is the Thai Gems and To update SWOT analysis of| The Thai industry market shares from its fellow competitors or wisat i
Jewelry Industry position tg the Thai Gems & Jewelry strength really the strength of the Thai gems and jewelry
the World Gems and Industry to the world from industry?
Jewelry Industry? pilot research on the five
researches summarizing Weakness of the When you say strength then there should be
SWOT in form of time series | industry weakness. What are those Thai gems and jewelry

e

analysis 2002-13 and update industry weakness?
by this 2015 research paper | Opportunity and threat
with supplement of the | What do you foresee opportunity to grow as well

world market conditiong threat to the existence to this gems and jewelry

Research Resear ch Expected information Interview

guestions objective from participant questions

industry?What are current conditions of the
international market and what factors you are

worrying the most in our gems and jewelry export?

Participants’ Strategic | What do you think the most urgent measurement and

recommendation from | strategies that shall be recommend to the goverhnren
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What is the nature of the
Thai gems and jewelry

business activity?

To seek for opinions on the
notion of competitive

capability in relations to the

the SWOT analysis

and jewelry business

activity

Nature of the Thai gem;

sectors to improve and encourage the gems and

jewelry industry for its sustainable growth?

What do you think the main characteristics of the
5 gems and jewelry business differ from other busing

in what way and why is that?

S

Research

guestions

Research
objective

Expected information

from participant

Interview

questions

How is the nature of
business activity providing
micro-analysis for

competitive capability

nature of business activity
from various experienced
parties who are having veste
interests in the Thai gems an

jewelry industry

To explore the nature of Thai
gems and jewelry business
activity that may have been

important factors influencing

The business operation
activity
)

1=

One thing is bothering me all the time is that
proprietors in this gems and jewelry industry are
mostly SMEs and household production base and
are working in commercial building and their home
with less than 50 workers on premise while the big
factories having more than 500 workers are only 3
from 15,777 proprietors basing on the UTCC cens
report in 2010, how do these SMEs take their orde
while they do not even speak English and certainly

they do not join the gems & jewelry trade fair?

they
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development?

the direction of the industry

development.

Marketing activity

Business establishment

and

What are the channels of distribution for these S®I

What is the genesis of these SMESs, how do they

Research

guestions

Research

objective

Expected information

from participant

Interview

questions

production activity

Product design necessi

VS workmanship

SMEs business growth
and recommended

strategy for their

obtain production knowledge and skills and how d¢
they commence their business specifically the

funding?

IyThere are a number of reports and researches
indicated that people in the gems and jewelry itrglu
are not good at product design and development
particularly SMEs but having good workmanship. L
you think product design and development is the
utmost essential for them in their business agtaitd

why so?

Do you think these SMEs are having a chance to ¢

while many research reports indicate of their latk

[72)

Do

row
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business

production technology, product design and

development, marketing network, and

Research

guestions

Research

objective

Expected information

from participant

Interview

questions

What are the strategic
recommendations to
develop competitive
capability formulated from
the macro and micro-
analysis to promote the Th
gems and jewelry industry
achieving for sustainable
growth?

To describe the proposed
strategic recommendations

from the study

A

development

The Thai gems and
jewelry industry

competitive capability

Participants’ Strategic
recommendations for
sustaining the industry
growth

funding and what are your suggestions to governn
sectors to grow their business?

What are reasons that foreign customer specificall
select Thai jewelry for their inventory for salesima
words, what are really competitive capability of th

industry over other competitor countries?

What are your suggested directions recommendin
the government sector or implementing through yo
trade association to reinforcing this status of

competitive capability to sustain in the future?

ent

y to
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Summary of the 5 main researches on the IndustREBIGTH from their SWOT
ANALYSIS
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Research Year
2002, 2010, 2011, 2012, 2013

2002, 2010, 2011, 2012, 2013

2010

2002, 2011, 2012, 2013

2012, 2013

2002, 2011, 2012

2010

2010

2013
2002

2013
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Summary of the 5 main resear ches on the Industry WEAKNESS from their
SWOT ANALYSIS (1)
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Summary of the 5 main resear ches on the Industry WEAKNESS from their
SWOT ANALYSIS (2)

Summary--WEAKNESS Research Year
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Summary of the 5 main resear cheson the Industry OPPORTUNITY from their
SWOT ANALYSIS
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Summary of the 5 main resear cheson the Industry THREAT from their SWOT
ANALYSIS
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nnANIAAIA:
MIFAOAIVOUATHTND 1an tazlszmagAman
9 Aa [] = 19 [
M3 lsnasmsnilsmbvesszmegainan

[ IS

a o o Yy (a a A Y <3|
wipgnaand i vnlasuys Inanninset)ssdudyuainnilu
4 o

130 sEAUMEN

[ J a 9 v o Jd A 09)1 A
Mndnvalveadui Insviamsilssmduiiuiaeiioananaaa
nanuazaaIa i
HIIAGUAIIAZNITHVITY:
AuUaiauma Ty Tagmsnan LagwauInaoy
PMauAaULTIIY Awsege hldiegiumsede

4

MU U tagguUsianniusaE

a 1 ] 9 ] 1 ~ a A A
manaszmeguaanti vy s Qeauu nagdulaiide
' 1 o ' IS o a
guisiimsanivayuediaiuenmmainmasgmumsnanuas
MINA
HInAMIaHUaYUINIg:
anuligeiioslumsaivayugaamnssunngasyg
NUIBNUMNATTVNIAMNTUTEAUNN HAZYTUIMITUHUIS
Ufiinau

% a

nnaingay:
MIAURIUVDITINTNYA

E4
MINILANMIAILENINUHALIAgALNINTY 1nanTiiud1I

Tu'lne

199

Research Year
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Summary of the5 main researcheson the Industry STRENGTH from their
SWOT ANALYSIS (1)

Summary--STRENGTH Research Year
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Summary of the 5 main resear cheson the Industry OPPORTUNITY from their

1

SWOT ANALYSIS (3)

Summary--OPPORTUNITY
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Abbreviations

GDP Gross Domestic Product

GIT Gems & Jewelry Institute of Thailand (Public Orgaation)

GITR Gems & Jewelry Industry Strategic Development Plab4-
2017(2013)

NIDMP National Industrial Development Master Plan 201220

OIE Office of Industrial Economics

OIEl Master Plan for Gems and Jewelry Industry (2002)

OIE2 Development of Comparative Industrial Databasedetdp enhance
the

Gems and Jewelry Industry competitive advantgf210)

OIE3 Strategic Development Project for Enhancing Creaiconomy
Potentiality in Fashioimdustry(2011)
SME Office of Small and Medium Enterprises Promotion
SMER Action Plan for SME Promotion: Gems and Jewéidustry(2012)
SMEs Small and Medium Enterprises
UTCC University for the Thai Chamber of Commerce
Definitions

Business Activitiesrefers to the four business functions necessaai} & do

business. These functions are on market, produmiiugtion, and operation.

Competitive Capability means an ability to perform the value-creatingvas
(over competitors) that express its strategy derfv@m its resources and capabilities.
(Thompson, 2012 p. 385)

Natur e is essential characteristic of a thing; qualityjoalities that make something
what it is; essence (Webster's New World Dictiondr§94)
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