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ABSTRACT

Thailand is considered the heart of Asia and a gateway to the most densely-populated countries
in the world included China and India. Thailand is also part of the 600 million people ASEAN
Feonomic Community which is considered the ninth largest global economy representing 32 trillion
USD. Under this community’s free trade framework with a projected average output increase of
10% annually, Thailand’'s ‘Detroit of Asia’ is a crucial component of any future growth. As such,
the researchers have therefore developed a structural equation model of influences on research and
development (R and D) and technological capabilities affecting the competitive advantage of the
Thai automotive parts industry. This sector in 2013 was the 3rd largest part of the economy
contributing 12% of GDF. This study clearly shows that in developing countries technology plays
a key role in competitive advantage and even more so to Thailand which faces intense competition
from both regional and other global players. Therefore, it 1s crucial that organizations focus on
innovative research and development capabilities which need to collaborate, support, fund and
incentivize players, both domestic and foreign, to upgrade Thailand’s innovative capacity and fill
in gaps in its cluster environment going forward. Thailand’s recognized success as a global
automotive hub is a classic case of a well-executed industrial plan but it must not rest on its laurels
and continue moving forward with innovation combined with B and D capability.

Key words: Competitive advantage, research and development, technology capability, auto parts,

Thailand

INTRODUCTION

According to the Thai Commerce Ministry, auto manufacturing in Thailand will reach 2.5
million units in 2014 and possibly increase to three million units in 2016, The Thai International
Trade Promotion Department has stated that the Thai auto industry has generated US$30 billion
or Bt90O billicn in the past year, $18 billion USD from automobiles and $12 billion USD from auto
parts. Thailand ranks ninth among top auto manufacturers worldwide and it should step up to the
fifth position in the next two years. The Thai Auto-parts Manufacturers Association (TAFPMA) said
Thailand imported $2 billion worth of auto parts in 2012-2013 (TAFPMA, 2014) but the weakened
baht has resulted in added exports producing Bt600 billion worth of auto parts annually.

Business operations within the Thai auto parts industry must work under an extremely
competitive environment due to the increasing volatility and uncertainty as Thailand moves closer
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to its entry point within the ASEAN free trade area in 2015, Flexibility and adaptability will be the
key as the AEC (ASEAN Economic Community) creates even greater competition requiring better
marketing and production techniques.

Porter (1985) proposed a theory that emphasized productivity growth as the focus of national
strategies. It was further stated that competitive advantage rests on the notion that cheap labor
is ubiquitous and natural resources are not necessary for a good economy, therefore it 1s important,
to meet the needs of the global economy (Han and Xi, 2008) both in terms of quality and costs.
Other factors include using the company's resources to create strategies which are important for
the company to develop a sustainable competitive advantage as well as helping to manage
resources and information (Progoulaki and Theotokas, 2010),

Thailand's auto parts industry is a major industry that currently has and will continue to have
a significant economic impact on the country's economic development in terms of both employment,
and added value.

The Thailand automotive institute has indicated in its third master plan for the Thai automobile
sector that Thailand should focus on five key development areas. These include:

*  Technology, research and development

«  Skilled labor

+ Human-resource development which strengthens the competitiveness of manufacturers

*  Good environment policies from the basic infrastructure upward

« Betting up of a policy-steering committee for the auto and auto-parts industry
{Chacowachuen, 2012)

The Thai industrial and automotive parts sectors include three main groups. These are steel
parts which include the engine, car body parts or electronics and other parts including rubber,
plastic, glass, ete. Fig. 1.
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Fig. 1: Thailand’s main stream automotive industry map (NSTDA, 2011)
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Fig. 2. Thaland automotive tiered assembler and supplier environment, Source: TAI (2010), LSKs:
Large scale enterprises 4, SMEs: Small and medium enterprises

Typically, major automotive manufacturers produce few automotive parts themselves but
instead outscurce this process to others. The industry therefore refers to this process as a
tiered’ environment consisting of the following manufactures and distribution of replacement
parts (Fig. 2).

Additionally, for over 40 years Thai wehicle production and auto parts supply industries
have worked closely together. Vehicle production and part supply can be categorized in the
following two ways: Tier 1 suppliers are the Original Equipment Manufacturers (OEM). The OEM
suppliers usually provide components to auto assembly operations which include such things as
cushions, doors, tires, safety belts and other assembly components for new cars. Tier £ is the
second category of suppliers which sell parts and materials to the Tier 1 suppliers. This includes the
manufacturing and distribution of replacement parts and auto assembly parts for broken, defective
and r eplacement parts (Ministry of Industry, 2010).

Thailand's auto parts industry is faced with more intense competition due to lower wages from
regional competitors and Thailand’s 2015 entry into the AEC (ASEAN Economic Community) which
will foree it to compete for market share, both domestically and in foreign markets. The ASEAN's
large combined market however, provides it with the size necessary to manufacture components
cost effectively. This 1s particularly important for the auto parts industry which relies on production
volume to lower costs and to supply auto assembly plants from a small number of focused
production facilities (USITC, 2010).

Thailand unfortunately may lag behind its’ competitors. This is due to the industry’s inability
or unwillingness to make the required adjustments which creates a better competitive advantage.
One such adjustment is to provide research and development which not only requires a large
investment of time and funds but also the commitment of the organization to research and
development (Lee, 2008) resulting in the creation of innovative and value-added products or
services.

Organizations must strive continuocusly to improve their own technolegical capabilities in
research and development as a way to build a strong organization and achieve high performance
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and profitability. Technology, technical skill and E and D capability influence profitability
significantly, both partially and simultaneously which meets the needs of the market in an
increasingly competitive environment (Lee, 2009).

Researchers were therefore very interested in studying the problems, reasons and other
variables via., the use of a structural equation model of the research and development competencies
that affects the organizational competitiveness of the Thai automotive parts industry. Review of
the hiterature indicates that organizations need to be committed te new processes in product
research and development as well as the management of R and D to help organizations build
innovative and cutting-edge technology. This includes such things as design, production and
management, as well as providing safe, convenient, fast, accurate, reliable and efficient operations.
Organizations must also be able to determine the vision, mission, pelicies and strategic planning
which helps in giving an organization competitive advantage.

The objectives of the study were:

« To study the direct and indirect influences of variables that affects the Thai auto parts
enterprise competitive advantage

*  Todevelop structural equation modeling of variables that affects the Thai auto parts enterprise
competitive advantage

COMPETITIVE ADVANTAGE

Porter (2001) identified two basic types of competitive advantages consisting of cost advantage
and differentiation advantage. A competitive advantage exists when the firm is able to deliver the
same benefits as competitors but at a lower cost (cost advantage) or deliver benefits that exceed
those of competing products (differentiation advantage). Thus, a competitive advantage enables
the firm to create superior value for its customers and superior profits for itself. Cost and
differentiation advantages are known as positional advantages since they describe the firm's
position in the industry as a leader in either cost or differentiation.

Leonidou et af. (2013) said creating a long-term strategy that makes a difference uses low costs
in order to generate revenue and profits. The organization should benefit from increased
customer satisfaction and the building of customer retention. This also includes the use of
innovative processes and products to take advantage of the cost and the difference in the market,
(Wong, 2012). The ability to compete is defined in the operation of the manufacturer to give
leadership on quality, delivery, flexibility and low cost (Kristal et al., 2010). The productivity
frontier is the sum of all existing best practices at any given time or the maximum value that a
company can create at a given cost using the best available technologies, skills, management
techniques and purchased inputs. Thus, when a company improves its operational effectiveness,
it moves toward the frontier. The frontier is constantly shifting outward as new technologies and
management approaches are develeped and as new inputs become available (Porter, 1996).

It was found that suppliers' flexibility, engineering and modularization capabilities positively
influence collaboration in new car development which in turn positively affects the competitive
advantage of carmakers (Oh and Rhee, 2010). Suppliers must enhance flexibility, modularization
and engineering capabilities in order to witalize collaboration with carmakers in new car
development. As technological uncertainty increases, carmakers should address in-house problems
caused by technclogical uncertainty or delegate related jobs only to suppliers with significant
capabilities for quality improvement and modularization.
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Hayes and Wheelwright (1984) suggested that companies compete in the marketplace by virtue
of one or more of the following competitive priorities:

«  Quality
* Lead-time
« (Cost

«  Flexibility

After a review of the research and literature of competitive advantage, three dimensions were
concluded:

+  Cost: Management has to perform operational, financial and marketing processes to both
save money for the organization and improve their operations to achieve productivity increases
(Patil ef al., 2012; Wingwon and Piriyakul, 2010; Oh and Rhee, 2010; Kristal et al., 2010)

¢+  Quality produects: These are consumer goods that meet the requirements of customers, are
reliable, have long service lives and make the customer satisficed leading to repeat purchases
and word of mouth sales (Patil ef @l., 2012; Chang, 2011; Oh and Rhee, 2010; Kristal ef al,,
2010)

*  Flexibility: The abhility to alter or modify operations to cater to the rapidly changing customers'
needs or requirements (Patil et al., 2012; Kristal et ¢l., 2010; Oh and Rhee, 2010; Boon-itt and
Paul, 2006)

RESEARCH AND DEVELOPMENT
With intensified competition, another idea to create competitive advantage is to develop an
organization focused on the future with organizational strategies that implement new vision and

innovation. Research and development is regarded as one of the organizational change processes
that have this ability (Magrab et al., 2009) which consists of’

* It must satisfy the needs of its customers by combining ideas and new technologies into products
*+  Creative products that meet the expectations of customers

« Adapt to different business environments

* Create new ideas and combine existing components to create valuable new resources

Trott (2012) noted the past 10 years have witnessed enormous changes in the way that
companies manage their technological resources and in particular research and development.
Within industrial R and D, the effect is a shift in emphasis from an internal to an external focus.
Contract E and D, R and D consortia and strategic alliances and joint ventures now form a large
part of R and D management activities. The need to provide scientific freedom and still achieve an
effective return from any R and D investment, however, remains one of the most fundamental
areas of R and D management.,

Lee (2009) investigated the long-debated relationship between market competition and firm
Research and Development (R and D) by investigating the effect of competitive market pressure
on firms' incentives to invest in K and . The study showed that a firm's R and D response to
competitive market pressure depends primarily on its level of technological competence or R and D
productivity; firms with high levels of technological competence tend to respond aggressively

222



Res. oJ. Business Manage., 9 (1) 218232, 2015

{(i.e., exhibit a higher level of R and D efforts) to intensifying competitive market pressure, while
firms with low levels of technological competence tend to respond submissively (i.e., exhibit a lower
level of R and D efforts).

Organizations must strive to continuously improve their own technical abilities with technology
innovation and use research and development as a way to build a strong organization to a gain
sustainable, competitive advantage (Chaowachuen, 2012). In research conducted with US
technology firms, it was that the strategic role of knowledge and external leveraging strategies that
played important roles in competitive advantage. It was also found that technology firms with wealk
knowledge depth should focus on internal E and D to accumulate knowledge in core technology
areas, while those with strong knowledge depth should lower internal R and D intensity and shift
their strategic resources to inter-firm alliances and acquisitions (Lin and Wu, 2010).

Huang and Yu (2011) studied whether a firm can improve its innovation either by its internal
research and development (R and D) efforts or by formung external collaborative R and D alliances.
By examining the data of 165 Taiwanese firms in the information and communication technology
industry, the research found that: (1) Non-competitive R and D collaborations with universities
have a positive and direct impact on firm’s innovation performance and {2) Both non-competitive
and competitive R and D collaborations have a positively moderating effect on the relationship
between a firm’s internal R and D efforts and firm innovation and the positive moderating effect
is higher for non-competitive R and D collaborations than that of competitive B and D
collaborations. These findings suggest that R and D collaborations, either non-competitive or
competitive, exhibit the nature of a win-win situation.

The study reviewed research and literature of capabilities in research and development and
determined that there are three dimensions to Eesearch and Development:

* Research and product development: To create and bring new and improved products to the
market quicker than the competition. This can take the form of either improving or upgrading
older products in both quality and performance as well as the creation of new products
{Gunasekaran and Spalanzani, 2012; Lang et al., 2012; Ellis ef al., 2011; Ch and Rhee, 2010)

*« Research and development process: This use to improve process efficiency or to develop
processes which reduce the cost of operations or reduce production costs with increased
flexibility in production (Gunasekaran and Spalanzani, 2012; Lang et al., 2012; Lee et al.,
2011: Oh and Rhee, 2010)

*+ Research and development management: This process project management as well as the
coordination with other agencies and the pursuit of research both within and outside the
arganization in order to continue to develop new products (Lee et al., 2011; Prajogo and Sohal,

2006)

Technology capability: Huang and Yu (2011) examined the data of 165 Taiwanese firms in the
infermation and communication technology industry and found that: (1) Non-competitive R and
D collaborations with universities have a positive and direct impact on form's innovation
performance and (2) Both non-competitive and competitive R and D collaborations have a positively
moderating effect on the relationship between a firm's internal R and D efforts and firm
innovation and the positive moderating effect 1s higher for non-competitive R and D
collaborations than that of competitive R and D collaberations. This results in the improvement
of manufacturing processes to become more effective and efficient (Wang and Zhang, 2010) and
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to support the value chain activities (Hemmatfar ef al., 2010) in the automotive parts industry. This
concentration of investments in technology helps to improve the capacity of the organization and
adaptation (Gowen and Tallon, 2005) resulting in the technology’'s potential which is important for
innovation (Baker et al., 2009),

Tsai et al. (2011) used a sample from 105 high-technology firms over a six-year period and
found that external technology acquisition has a positive impact on product innovativeness. Second,
R and D investment increases the effect of external technology acquisition on product
innovativeness. Finally, firm size exhibits a negative effect on the contribution of external
technology acquisition to preduct innovativeness. However, firm age positively impacts the
relationship between external technology acquisition and product innovativeness. In addition, the
study revealed a positive effect of product innovativeness on firm growth.

Bolivar-Ramos ef af. (2012), suggested that: (1) Top management support positively influences
the generation of technological skills, technological distinctive competencies and organizational
learning and (2) Technological distinctive competencies and corganizational learning positively
affect organizational performance, directly and indirectly through organizational innovation.

Another recent study showed that technology can play a significant role in the company's
innovation and competitiveness and the ability of technology is related to the competitive
environment. that affect the company's innovation (Huang and Yu, 2011). With the right
Information Technology (IT) adoption, Asian growth will provide a great advantage in improving
the potential of the growth of companies. Further findings revealed that there were nine IT
applications that moderate the collaborating capability which included; KE-Mail, content
management, decision support systems, knowledge basefrepository, document management, search
engines, website content, intranet and internet access (Ling ¢f al., 2013). Organization Orientation
of enterprises is to be able to utilize and manage the technological capabilities of each organization
to be more effective (Wang et al., 2008).

From the continuing review of research and literature in the ability of innovation, it was
discovered there are three dimensions:

*  Design technology: This is used to design, build, improve and develop technology to produce
the final product and to make sure process works correctly and meets customer specifications
{Liee and Wong, 2011; Wang et al., 2006; Song et al., 2010; Wang and Zhang, 2010)

*+  Production technology: This technclogy uses engineering skills for design, teol
manufacturing and design processes (Huang and Yu, 2011; Almannai et al., 2008)

*+  Process technology: This is the use of technology in the production process and the
performance of the operating system (Bolivar-Ramos et al., 2012; Lee and Wong, 2011;
Wang et al., 2008)

MATERIALS AND METHODS

The format of the survey population or unit of analysis is the industrial and automotive parts
manufacturers in Thailand.

Data collection: Schumacker and Lomax (2010) stated that Structural Equation Modeling (SEM)
uses a variety of models to show the relationships between observed variables with the same basic
goal of providing a quantitative test of a theoretical model hypothesized by a researcher. The
models developed using SEM can be tested to show how sets of variables define concepts and how
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they are related. The goal of SEM is to determine the extent to which the model 1s supported
by the data that is gathered during research (Schumacker and Lomax, 2010) and since, SEM
is capable of statistically modeling and testing complex phenomena, it has therefore become
the preferred method for confirming (or not) theoretical models, quantitatively. Another very
important. consideration 1s the intended sample size with most authors recommending a
sample size of at least 100 to generate good results (Cunningham, 2008; Schumacker and Lomax,
2010; Weston and Gore, 2006; Wang et al., 2000), so therefore, a sample size smaller than
100 should not be used as it is unreliable and consequently SEM should not be used
{(Meldrum, 2010).

As such, this study drew upon the base of Thai auto part industry managers and selected those
entities with some form of manufacturing capability. From the sample size determined by
Schumacker and Lomax (2010), the researchers used the 10-20 sample size suggested for each
variable. As the research consisted of 9 variables, a minimum of 90 samples were deemed as
acceptable of which 180 were obtained (Hair ef af., 2006) which is significantly higher than the
minimum required.

The questionnaires were designed to be used as a measurement tool according to the
conceptual framework and operational definitions. The survey used the 7-Point Likert Scale
{(Likert, 1972) and field definitions were constructed with its use. Quality has been assured by
using Cronbach’s a-ceefficient for calculation of average of correlation coefficient gained.
Resultant data below 0.50 has been eliminated from the measurements.

Questionnaire design: For this study, the measurement instrument or questionnaires utilized
was prepared from the literature. This questionnaire was used to investigate how and which
variables affected the Enterprise Competitive Advantage in the Thai Automotive Parts Industry.
The 7-Point Likert Scale (Likert, 1972) was used for a post-study survey. The draft questionnaire
was created with items which were later checked for their content validity by five experts in their
respective fields based on the [tem-Objective Congruence (I0C) Index as shown in Table 1 below.
The items with IOC index higher than 0.5 were acceptable. In order to test the proper reliability
of the questionnaire, the questionnaire was piloted with 30 Thai auto sector individuals and
calculated for proper reliability value by determining the internal consistency measured by
coefficient alpha (a-coefficient) of Akren BAC {Cronbach) to calculate the average value of the
correlation coefficient.

Table 1: Research measurement development

Variables Manifest variables Research questions development

External latent variables

Research and development ahility
Research and development product (Yam ef al., 2011; Prajogo and Sohal, 2006;
Research and development process Oh and Rhee, 2010; Lang et al., 2012)

Research and development management
Intermediate variables

Technological capabilities Technology design (Prajogo and Schal, 2006; Lucia-Palacios ef al., 2014;
Production technology Bicen et al., 2014; Wang et al., 2006)
Technology process

Latent variables

Competitive advantage Cost (Chiou et @l., 2011; Ar, 2012; Oh and Rhee, 2010;
High quality Antonio et al., 2009)
Flexihility
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RESULTS

Partial Least Squares has been applied for analysis of quantitative data by the researcher. It
is data analysis for Confirmatory Factor Analysis (CFA) relating to the determination of manifest
variable and latent variable and testing of research hypothesis exhibiting in structural model
analyzed by using the applications of PLS-Graph (Chin, 2001). According to the analysis result of
scale validity and reliability, scale investigation was conducted using internal consistency
measurement. coefficient alpha {(a-coefficient) of Akron BAC (Cronbach) to calculate the average
value of the correlation coefficients which ranged from ©.794-0.955 which is considered to have
high reliability.

In case of measure variables with reflective analysis, convergent validity has been conducted.
Lioading 1s used as consideration criteria and must be positive quantity and indicator leading has
been more than 0.707 and all values have been statistically significant (|t|=>1.98) representing
convergent validity of scales (Laurc and Vinzi, 2004; Henseler et al., 2009; Wingwon and Piriyakul,
2010) and analysis results as shown in Table 2 below.,

Research and development (research): Factors underlying the external variables influencing
Product research (re product), Research Process (re_process) and Research Management
{re_manage) have values of 0.8791, 0.8812 and 0.9118, respectively and a significance level of
confidence of 95% (t-stat>1.98) which considers such factors highly reliable. Research and
development (Research) has a positive and direct influence on Technology Capabilities (Technology)

(Fig. 3.

Technology capabilities (technology): Factors underlying the external variables influencing
Technology Design (tec_des), Production Technology (tec_prod) and Technology Process (tec_proc)
have values of 0.9391, 0.9549 and 0.8969, respectively and a significant level of confidence level
of 95% (t-stat>1.98) which considers such factors highly reliable. Technelogy Capabilities
{technology) has a positive and direct influence on Competitive Advantage (Fig. 3).

Competitive advantage (compet_adv): Factors underlying the external variables influencing
Cost (cost), quality (quality) and Flexibility (flexability) with values of 0.8622, 0.8758 and 0.7943,
respectively and a significant level of confidence level of 95% (t-stat>1.96) which considers such
factors highly reliable.

Table 2: Statistic values presenting convergent validity of reflective scales of latent variables

Construct/item Loading AVE t-test
Research and development (research)

Product research (re_product) 0.8791 0.794 42.0504
Research process (re_process) 0.8812 34.4450
Research management (re_manage) 0.9118 86.2798
Technology capabilities (technology)

Technology design (tec_des) 0.9391 0.866 109.4011
Production technology (tec_prod) 0.9549 121.4132
Technology process (tec_proc) 0.8969 50.8108
Competitive advantage (compet_adv)

Cost (cost) 0.8622 0.714 37.0403
Quality (quality) 0.8758 50.5471
Flexibility (flexibility) 0.7943 20.0706
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Fig. 3: Final model-analysis of factors that affect competitive advantage within the auto parts
industry

Tahble 3: Results of Confirmatory Factor Analysis (CFA) for measurement model

Cross construct correlation

Research and Technology Competitive
Construct CR. R? AVE development capabilities advantage
Research and development, 0.920 0.794 0.891
Technology capahilities 0.951 0.665 0.866 0.815 0.931
Competitive advantage 0.882 0.547 0.714 0.705 0.704 0.845

CR: Composite reliability, R? Square of the correlation, AVE: Average variance extracted, statistical significance level is at 0.01 and
diagonal figures mean JAVE

Tahble 4: Research hypotheses test results

Hypotheses Coef. t-test Results

H1: Research and development has a positive and direct influence on competitive advantage 0.391 3.6686 supported
H2: Research and development has a positive and direct influence on technology capability 0.815 27.7671 supported
H3: Technology capability has a positive and direct influence on competitive advantage 0.385 4.1005 supported

The above reflective model in Table 2 shows the diseriminant validity of the internal latent
variables and the correlation of variables. It also depicts the scale reliability which has been
analyzed from Composite Reliability (CR) as well as the Average Variance Extracted (AVE) and R?
The CR value should not go below 0.60 and the AVE values should also drop below 0.50 and R?
values should not be under 0.20 (Lauro and Vinzi, 2004; Henseler et al., 2009; Wingwon and
Piriyakul, 2010). In Table 3 below the Confirmatory Factor Analysis (CFA) of the independent
variables of Research and Development and technology capabilities on the dependent variable of
competitive advantage is shown. The results of research hypothesis are shown in Table 4.

DISCUSSION

The results of the research concerning the influencing variables of research and Development
and Technology Capability on Competitive Advantage in this study ‘A Structural Equation Model
of factors that affect the ASKAN Competitive Advantage of the Thai Automotive Parts Industry’
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opened the door to an even larger discussion concerning the regional competitiveness issues
associate with the upcoming 2015 ASEAN (Asscciation of Southeast Asian Nations) integration.

Technology capability has been addressed numerous times by many researchers and there is
a constant thread back to how well an educational system prepares a country’'s students to meet the
technological challenges of a modern, industrial world which was supported by research from the
Huang and Yu (2011) study which examined the data of 165 Taiwanese firms in the information
and communication technology industry and found that non-competitive R and D collaborations
with universities have a positive and direct impact on form'’s innovation performance.

It was also found that suppliers' flexibility, engineering and modularization capabilities
positively influence collaboration in new car development which in turn positively affects the
competitive advantage of carmakers (Oh and Rhee, 2010) and that suppliers’ quality improvement,
and modularization capabilities directly contribute to the competitive advantage of carmakers.

In research from China, Xie and La (2013) established that vehicle manufacturers and parts
supply companies must learn from countries with high automoebile industry developmental levels
and take full advantage of modular convenience and technological advantages which continuously
promote the strength of automobile companies and parts enterprises and strive to enhance the
technological innovation level which helps ensure a strong parts supply base throughout the
country.

Trott (2012) noted the past ten years have witnessed enormous changes in the way that the
companies manage their technological resources and in particular research and development.
Within industrial E and D the effect is a shift in emphasis from an internal to an external focus.
Contract R and D, R and D consortia and strategic alliances and joint ventures now form a large
part of R and D management activities. The need to provide scientific freedom and still achieve an
effective return from any R and D investment, however, remains one of the most fundamental
areas of R and D management.

Organizations must strive to continuously improve their own technical abilities with technology
innovation and use research and develoepment as a way to build a strong organization to a gain
sustainable, competitive advantage (Chumaidiyah, 2012),

CONCLUSION

Auto manufacturing in Thailand will reach 2.5 million units in 2014 and possibly increase to
three million units in 2016, according to the Thai Commerce Ministry. The Thai International
Trade Promotion Department has stated that the Thai auto industry has generated US$30 billion
or Bt90O billicn in the past year, $18 billion USD from automobiles and $12 billion USD from auto
parts. The industry plans to manufacture and export more of its current production per year to
markets around the world, especially in Asia. The keys to the success of Thai automotive industry
are its focus on top quality with highly motivated workers with the training of employees in world-
class production techniques. Thailand currently ranks ninth among top aute manufacturers
worldwide and it hoped that it will step up to the fifth position in the next two years.

It is expected that in 2015 when AEC opens, Thailand will have three million cars in its
production line. However, if the parts and assembly in Thailand are not done here, there would not.
be any increase in value to the Thai economy. Therefore, it is necessary to have strong loeal auto
parts manufacturers as a root of sustainability and to increase the capacity for competition.
However, in the competitive global market, the Thai auto parts manufacturers must use manage

its costs which have been increasing continuously. In addition, technology development, the
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economy, society and environment also are important for manufacturers in the AKC. Meanwhile,
the ASKAN market 1s forecast to be the 6th biggest in world in 2018,

A key to thisis R and D capability as Thailand grows closer to its entry into the AKC in 2015
with a common market and production base. The history of automobile manufacturing in the
United States suggest that Thailand needs to make a commitment to research and development
technolegy and innovation by improving and developing new concepts in the design, production,
process, equipment, corporate management and marketing. This in turn will result in an advantage
in competitive advantage to the Thai auto sector, both in terms of low cost products and process
quality. There needs to be flexibility to produce both quantity and variety, the ability for ‘on-time
delivery increasing customer satisfaction. As the industry continues to mature, it must be a leader
setting the direction, vision, mission, policies and strategy of the automotive parts industry.
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