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Strategic goals (RIVER)

1. Resource Wifiniwennsfialuniandn insmsdwid yaaIns n1sauayuaniy

2. Innovation aviuayuuuIRalusl uaznssieasnitan i duinlitiendneniesnuies

3. Value nsasnammAwansnT i ilufidetieiiesna Brand 1aslng “Thailand brand”

4. Export Intensive HANAULATANLETNNTEIRAN



WUy 37. 6 n/n

nsn gl se e
d’ 3 Qsj a o o o a o L8 a a Ce ¥
Wawiadulasanideuasimuulaunauaznagnilunisimunndniudayulnsludondizd azld
wHunNIaLayuNIINARAaT T AN W NI ns i uANFiRIN1sI0IRa AT lULA YA sEINA uaTINNTANTY
ANHUTIBNGAAINNITNUARZLIZLAN

5. Research & Development-based LHHNNTIAILAZAANYN

ARLRUBUUL

o a rvd‘a/ dew ad‘yvowsj 1o v °o a
?ﬁ'i.ﬂ@WQTL@?Nﬂ@ﬂV}ﬁM@ﬂ%iﬁ"ﬂﬂﬂ’]?’]@ﬂ%iﬂlﬂiﬂﬁlﬂ’]ﬂLﬂNVliﬁ"\ﬁV]’ﬂ'}LLﬂ'} LAzLISA RN TA TN

ANNUUIUALLNE TR AU AF NI TNN AR AN 1 InsaengATLaeas i lisald



WUy 37. 6 n/n

Summary

National Research Council of Thailand

Title Research and Development of Policy and Strategies in the Commercial Development
of Herbal Products

Researchers

1. Prof. Ampol Mitrevej, Ph.D. (Pharmaceutics), Department of Manufacturing
Pharmacy, Faculty of Pharmacy, Mahidol University, Bangkok.

2. Assoc. Prof. Cha-Oncin Sooksriwong, PhD. , Department of Pharmacy, Faculty of
Pharmacy, Mahidol University, Bangkok.

3. Assoc. Prof. Nuttanan Sinchaipanid, Ph.D. (Pharmaceutics), Department of
Manufacturing Pharmacy, Faculty of Pharmacy, Mahidol University, Bangkok.

4. Assoc. Prof. Rungrawee Temsirirergkul,M.Sc., Department of Pharmaceutical
Botany Faculty of Pharmacy, Mahidol University, Bangkok.

5. Mr. Sonthichai Sinchaipanid, M.BA. The Siam Commercial Bank PCL., (head
office), Bangkok.

Affiliation
Faculty of Pharmacy, Mahidol University, 447, Sri-Ayutthaya Road, Ratchathewi,
Bangkok, 10400.

Duration
October 2004 — August 2005

Background / Problems

Given the growing trend of herbal product business, there has been an increasing
number of herbal product manufacturers in Thailand, most of which are small enterprises.
Regardless of this growth, the commercial development of herbal products for healthcare and

disease prevention still encounters numerous limits and problems including lack of well-
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established market data. This consequently causes difficulty for the government to support
and inspect the industry. Also, there are various entrepreneurs in this business, whose
products and industrial sizes are different. Hence, different commercial development policies

are necessary for different needs.

Objectives
1. To create a herbal industry database;
2. To evaluate capability and possibility in commercial development of herbal
products;
3. Find problems and obstacles in commercial development of herbal products;
4. To determine strategies and policies for commercial development of herbal

products.

Methodology

This study was a descriptive research. The data were collected by means of surveying,
interviewing entrepreneurs and people working in related fields, and a secondary data search.
Herbal products were divided into 2 groups: food supplementary products and cosmetic
products. In each groups, they were further divided into subgroups based on the business
scales and industrial capability as follows:

1. anindustrial group capable of production for both domestic sale and export;

2. an industrial group capable of production for domestic sale alone;

3. One-Tambon-one-product group (OTOP).

Result
1. Industrial database of herbal products in Thailand was crated. It includes food
supplementary products and cosmetic products, which were divided into 3
subgroups as shown in Appendix 1 in the full report.
2. The holistic evaluation of the food supplementary and cosmetic industry was
obtained and could be concluded into 4 factors as in the diamond model as

follows.
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2.1 Manufacturing Factors

For OTOP manufacturers, raw materials were usually obtained from group
members, and not sufficient and usually contaminated. There were no proper
equipment and techniques for quality control and quality assurance process. Herb
extraction and formula development were done by non-expert group members.

For small and medium industrialists, herbs and raw materials were purchased from
reliable sources such as certified farms or imported from overseas. However, some
herbs cannot be kept for a long time. There were quality control and quality assurance
of the herb used in the production. There was proper equipment for herb extraction,
which was done by qualified production and QC personnel.

For export enterprises, herbs and raw materials were purchased from reliable
sources. Humidity in herbs was measured with proper equipment to control the quality
of the herbs. There was a standard operation procedure for herbal extraction in order to
obtain active compounds. There were also well-established requirements for the

products to ensure quality, and products were also tested by external organizations.

2.2 Policies, Strategies and Obstacles

There were no clear policies or strategies in those three groups of enterprises.

2.3 Related and Supportive Industry

Organic agricultural industry was a very important part in herbal food
supplementary and cosmetic industry because import countries would have their own
requirement for imported natural products. Products were usually required to be free
of contaminants from fertilizers, pesticides, herbicides, and growth-promoting
hormones. In addition, this study was done to acquire scientific proof to support the
safety, efficacy and quality of the products, which are crucial issues for healthcare

products.

2.4 Status of Demand
For OTOP manufacturers, it was found that the market was growing as well as the

demand. For consuming behavior, many consumers used food supplementary and
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cosmetic products. It was also found that brand loyalty in regular customers and non-
regular customers are not different. There were a variety of consumers in sex, age, and
financial status. However, the number of female purchasers was found to be higher.

For small and medium enterprises (SMEs), it was found that the market was
growing as well as the demand. As for consuming behavior, many consumers used
food supplementary and cosmetic products, and had good confidence in herbal
products. It was also found that regular customers had more brand loyalty than non-
regular customers. The majority of the consumers are of all sexes, with medium
income, and of age above 30. Some of the customers were teenagers. Products were
imported to many countries around the world.

For export enterprises, there has been a constant growth of the market as well as
the demand. Brand loyalty was found to be high. However, consumers were still
willing to try new products. The mainstream customers are female of age above 22
with low to medium incomes. There were an increasing number of students interested

in the products.

3. Problems and obstacles in developing process of herbal products for OTOP-level
entrepreneurs were the lack of herbal supplies, contaminated raw materials,
insufficient circulating capital, lack of equipment and knowledge and therefore a
need for an outside expert to help develop formulas. There was also a problem
related to laws and regulations, which resulted in the delay of the process, and
there was a need to hire a bigger manufacturer when producing in an industrial

scale.

The main domestic marketing problem is the lack of sale representatives, the lack

of capital, expired herbs, the lack of knowledge about exporting.

For small and medium enterprises (SMEs), there were problems about raw
materials such as changing in quality, short-life raw materials, expensive imported
raw materials, contamination, insufficient supply, the lack of active compound

uniformity. There were also problems in stability of the products i.e. the products
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did not meet the requirement, precipitation of products, the products dried up fast.
As for problems about law and regulations, it was found that some products shared
same names as other existing products in the market. This caused a great delay in
the process. There was also shortage in manufacturing personnel in an industrial
level. For marketing problems, it was found that the domestic sale was limited by

the high cost of the process, and there was a barrier to trade of goods from China.

For export enterprises, there were problems about raw material contamination.
Also, lack of quality control equipment and personnel led to a need for help from
external organizations and resulted in high cost and the delay of the process.
Equipment and facility for research and development were also costly.
Furthermore, the turnover rate of staff was high, and it was also found that the
English skills of international relation personnel were deficient. As for law and
regulations, it was very much dependent on the turnover of the executives of the
Thailand FDA. Also, there was a problem about establishing and collecting

information on safety.

The research evaluated capability and possibility in commercial development of
herbal products by sampling herbal products to study. The criteria for the products
to be selected is that the products must food supplementary products such as garlic
and noni products, and cosmetic products such as Pueraria candollei products.
The study focused on current status of raw materials, finish products and market,
market shares and target groups, the ranking of products produced in Thailand
when compared with imported goods in terms of 1) quantity 2) prices 3) packaging
4) information given on the packaging label 5) attractiveness 6) shelf display and

7) sale promotion.

The government has established a supportive body called “Development of Herbal
Product for Industry Committee™ in order to set policy, coordinate, and inspect the
development process of herbal industry. The Department of Medical Science, the

Ministry of Public Health, works as a coordinating body. Although there are 8

10
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primary strategies for industrial developments, the plans were not made in to
practice. In 2003, the only strategic plan that was put into action was strategic
plan 5, which is about herbal marketing promotion. The rest were not practiced
because of the lack of support or problematical legal process. Strategic Plan 1
stated routine tasks for responsible and related organizations. Strategic Plan 3
established standards for quality control for 2 kinds of herb i.e. cat’s whisker and
Angel’s grass (Murdannia Loriformis), and invented Curcumin test Kits. Strategic
Plan 6 revised definitions of herbs and Thai traditional medicine in the New Drug
Act. However, the whole process is delayed since it is in pending for the New
Drug Act.

4. Strategies and policies in commercial development of herbal products:
Primary Vision: To develop products with uniqueness and quality
Primary Strategy: To support new ideas, and research and development in order

to add value into the products and promote export.

Strategic Goals (RIVER)

1. Resource: good resources for manufacturing, organic agriculture,
personnel, and support from the government;

2. Innovation: support new creative ideas to develop products’ uniqueness;

3. Value: add value and quality to the products to create reliable brands of
Thailand;

4. Export Intensive: support and promote export;

5. Research & Development: emphasize on research and development to

create a research and development-based industry.

Application
The commercial development plans that would meet the needs of the herbal products
market both in Thailand and overseas would be obtained after this research was done. This

could be used to serve the diverse needs of entrepreneurs in different industrial levels.

11
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Recommendation
The government should include the main strategy obtained in this study in its existing

policy, and follows the policy and plans in commercial development of herbal products.

12



