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Offset Policy for Thailand’s Defence Industrialization
Bodin Suntud?’

Abstract

This research article has three primary objectives. Firstly, it attepmts to describe basic definition
and principles, both benefits and risks, followed by policy data and fundamental components
of offsets. Secondly, it collects and analyses offset policy through cases from foreign countries,
namely, Malaysia, Indonesia, and South Korea, as forerunners on such policy to see their process,
failure and success. Thirdly, it analyses and compiles policy data to provide solutions to prepare for
offset policy framework and parameter setting for the Thai government in the near future. In terms
of research methodology, the data of this research are gathered from various sources, including
academic works, news websites, online databases, laws, analysis report, interviews, especially
previous major procurement program from overseas. The challenges ahead in which Thai
government is likely to face are also discussed. This study also finds that offset policy is a strategic
procurement method, especially the defence products whichs are not only used by armed forces
but also imposed foreign suppliers with some economic and technological obligations to the
importing nations as a compensating tools from the costs of the weapon systems procured. It is
clear that this topic is under-studied in Thailand context but is increasingly implemented in foreign
nations. The comparative research for three cases conducted here is a good begining for future
researches on high-technology sourcing. This report offers four policy recommendations. First and
foremost, offset policy should be a priority for government to consider. Next, in the first five years,
the policy details should include offset threshold of 1,000 million baths and decrease gradually
to 500 million baths. The offset value is set at 20 percent and increase to 50 percent later on. The
calculation of offset value should adopt cost -approach drawn from South Korean counterpart
and determine that the policy components are countertrade, offsets, and local contents in the
same as Indonesian example. The third recommendation is that a consistent and sustainable policy
implementation should be geared towared policy success factors from lesson learns as discussed
in the paper. Lastly, an Offset Internship Program should be established to study the in-depth

practical aspects of this offset policy

Keywords : Offset Policy, Defence Industrilization, Technology Transfer.
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3.2.3.3 MSAMUARIANNILATEIANEAS
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