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Executive summary
Financial Mechanisms for Knowledge Management

to Strengthen Thai Traditional Medicine

Nusaraporn Kessomboon, Pattapong Kessomboon, Kamolnut Muangyim

Traditional medicine is one of the precious treasures in Thailand. Natural and social capitals related to
Thai traditional medicine are enormous. At least 2,500 small and medium enterprises nationwide are
producing herbal medicines. More than 140,000 potential medicinal plants are available. Annual market values
of herbal and spice products are approximately 48,000 million Baht, contributing to 12 percent of the world
natural product market values of 400,000 million Baht.

However, progresses of knowledge management for Thai traditional medicine development have been
slow. No systematic collections and comprehensive data bases have been developed. New generations of
scientists face difficulties accessing to relevant information. Commercialization of local wisdoms has not been
efficiently facilitated. Only 4 percent of world patents have been registered by Thai scientists and most of the
patents were at basic levels of production technology. Thailand still imports herbal products for 20,000 million
Baht each year.

Countries worldwide eagerly pay more attention to knowledge management on natural products.
Vietnam, an emerging economy, has produced at least 276 monographs on medicinal plants, whereas there
have been only 21 monographs in Thailand. Research budgets in Thailand have been allocated to only 0.16 to
0.26 percent of GDP. A higher proportion of research budget were allotted in developed countries such as
Sweden, Finland, Japan, South Korea and the USA approximately 3.3 of GDP.

Even smaller proportions of research budget were allocated to medicinal plants research. Only 0.8
percent of the total research budget or only 7.2 of the national research council budget were allocated to
research on herbal medicine. Moreover, the research budgets were managed by several organizations. Lack of
coherent direction of research management apparently produces low impacts.

A strategic approach is needed to strengthen the development of Thai traditional medicine. A strong
knowledge management agency is urgently required. The agency might be named as “the Institute of Thai
Traditional Medicine” or similar names. Its strategic roles are crucial for sustainable development of Thai
traditional medicine. The agency should be able to efficiently management knowledge with a perspective of
integration and linkage of Thai traditional medicine wisdoms to the creation of financial, social and natural

resource capitals of the nation.



Since knowledge on Thai traditional medicine to be created and managed is seen as “quasi-public
goods”, therefore, public money should be the major source of the agency’ s financial arrangement. Three
phases of financial sources and major tasks of the institute are proposed as follows.

Origination phase in the first year: Knowledge mapping and drafting of the proposal to establish the
Institute of Thai Traditional Medicine must be conducted with budget from the Health Systems Research
Institute, the Thailand Health Promotion Fund and the Thai Traditional Medicine Fund.

Proactive management phase in the next 5 years: Setting coherent direction and implementation of
the strategic plan for knowledge management are main tasks for this phase.2 At least 400 million Baht annual
budget from the central government is needed. The budget can be linked to the proportion of profits of the
Government Pharmaceutical Organization (GPO) delivered to the central government. The GPO sends its
profits to the central government averagely 200 million Baht each year (during the year 2002 — 2004, they
were 208.7, 201.5 and 240.6 million Baht).

Expanding phase: Comprehensive integration of knowledge management to the herbal drug
manufacturing and Thai traditional medicine services must be expanded throughout Thailand by means of joint
ventures between government and private sectors. Sources of finance for the Institute should come from the
GPO, the Thai Health Promotion Fund, other research granting agencies and herbal drug manufacturers.

The most important factor for the efficient performance is the independent and flexible nature of the
Institute. Leaders of the Institute should be recruited from the high competent, experienced and charismatic
scholars. They must also be policy entrepreneurs who are able to keep abreast of globalization and
appropriately apply it to the knowledge management tasks.

This is the high time for the development of Thai traditional medicine. The Institute of Thai
Traditional Medicine will be a strategic spearheaded mover. It will take indispensable roles of changing money
into wisdoms, sharing what we know and can do to each other and build up progresses from previous

successes. Prosperity is expectedly seeable with these approaches.

2Key performance indicators for the institute at the end of 2011 are : 1) a national Thai traditional medicine and at least 1,000
sets of database in the community level are set up, 2) at least 30 research projects based on the partnerships among
community, university or research institute and industry develop are developed, 3) at least 30 new product patents are granted,
4) at least 30 new commercial products are produced, 5) at least 70 PhD graduates are produced, 6) at least 30 SME networks
are established, 7) a Thai traditional medicinal hospital is set up, 8) at least 5 supply chains which benefited from the

Institute’s knowledge management are established.
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