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Is Thai Service Business Ready to 
Enter the ASEAN Economic Community ?

1 Data from the Office  of  the National Economic and Social Development Board
2 Adjusted data from the data of  the Office of  Small and Medium Enterprises Promotion
3 The ASEAN Economic Community is composed of  Thailand, Malaysia, Singapore, Indonesia, the Philippines,    
   Brunei, Vietnam, Laos, Myanmar and Cambodia.
4 Data from the Opinion Survey of  Service Business Entrepreneurs

Service business is an economic sector that is 

important to the Thai economy. Since 1998, the 

Gross Domestic Product (GDP) of  the service 

sector has continuously increased to 50.99 % of  the 

total GDP1. Furthermore, the entrepreneurs and 

employment in service business account for 81.00 % 

and 65.77% of  the total number of  entrepreneurs 

and employment of  the country2. Because of  this 

significance, Thailand has to prepare itself  for 

entering the ASEAN Economic Community (AEC)3 

by 2015. The AEC's purpose  is for the ASEAN 

group to combine as one market or production base 

so that manufacturing factors such as labor force and 

capital funds can be moved as if  they were in the 

same country. Also, resources like raw materials and 

labor force from the member countries can also be 

used in the manufacturing process without obstacles 

in tax and non - tax measures. Standards of  goods 

and rules and regulations are jointly set and used. 

1. Service Business Entrepreneurs' Understanding 
of  the AEC Data

Even though the service sector is an important 

economic sector of  the country and the AEC is an 

urgent agenda that requires readiness, an opinion 

survey of  service business entrepreneurs found that 

about 74.8%4 of  them still did not understand details 

of  the AEC, while only 25.2% replied that they did. 

This survey result indicated that currently the 

publication of  the AEC data is still the problem. The 

main causes of  entrepreneurs' lack of  understanding 

are 

� The public sector has inadequate publication 

and channels to disseminate the data. Most entrepreneurs 

have to follow up the data by themselves. 

� Entrepreneurs still perceive the AEC as a  

far - reached matter, so they do not consider it 

important and are not much interested in following 

up the data.  

� The data communication or presentation or 

the publication media is difficult to understand and 

puts too much emphasis on the academic aspects.    

How to lessen the problem? The following are 

details of  the main guidelines that are expected to 

enable entrepreneurs in various businesses to 

understand the AEC better:

� Have a publication that is easy to understand, 
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5 Data from the Opinion Survey of  Large Entrepreneurs in Service Business
6 Data from the Opinion Survey of  SME Entrepreneurs in Service Business     

using various publication media such as radio, 

television, newspaper and website and disseminating 

the data regularly.

� Organize seminars for entrepreneurs continuously 

throughout all regions. The seminars should be 

classified by the categories of  the production and the 

service, and the contents must be easy to understand 

and are not too academic. 

� Related provincial government agencies should 

have more roles in providing knowledge and 

understanding to entrepreneurs in provinces. The 

topics of  the knowledge and understanding that 

should be quickly provided for entrepreneurs are--

opening the FTA in the service sector, the framework 

of  the duty reduction rate, opening the FTA for 

goods, the standards of  the AEC common goods 

and the transfer of  skilled work force.

2. Readiness of  the Service Sector for the 
Competition in the AEC

Regarding Thai service sector's readiness for 

the competition in the AEC, approximately 76.7%5 

of  large entrepreneurs in various service businesses 

believe that they are ready for the competition in the 

AEC. Most large businesses have readiness in capital 

funds, access to sources of  capital funds, the 

capability of  the personnel at the administration and 

operation levels, the use of  modern technology in 

manufacturing and management, the production cost 

per unit, the quality goods and the good management 

system. However, about 62.9%6 of  Thai SME 

entrepreneurs still lack readiness for competition in 

the AEC. Only SME entrepreneurs in tourism, 

restaurant, hotel and financial businesses believe that 

they have readiness for the AEC competition to a 

certain degree. The indicators of  the readiness of  

entrepreneurs in the service sector are the amount of  

capital funds, the access to capital finds, the personnel 

capability, the level of  the use of  technology in 

manufacturing, the service cost per unit, the quality 

of  goods and services, the business management 

capability, the public sector's promotion of  using the 

benefit of the economic community and the infrastructure 

and logistics system of  the country. Details of  the 

readiness in various aspects are as follows:

2.1 Amount of  Capital Funds and Access to Sources 

of  Capital Funds

At present, most large entrepreneurs in Thai 

service business have readiness in the amount of  

capital funds and the access to sources of  capital 

funds because their businesses have sufficient 

reserved funds and the sources of  capital funds are 

easily accessed. Because of  good performance, their 

businesses have more reserved funds and capital 

funds for expanding the investment in the ASEAN 

group and they also receive supports from the 

government. Most SME entrepreneurs have problems 

concerning the amount of  capital funds and the 

access to capital funds. Because their businesses have 

limited reserved funds, it is difficult to get access to 

sources of  capital funds. Financial institutes have 

complicated procedures and criteria and interest 

rates are rather high. 

2.2 Personnel Capability 

Most small, medium and large Thai service 

businesses have the readiness in personnel capability 

at the administration level because the personnel have 

had the expertise and experience in administration 

for a long time and the businesses have the plan to 

increase the personnel's efficiency. However, most 

large service businesses also have the readiness in 

personnel capability at the operation level as they 

have continuous trainings to increase the skills and 

knowledge of  their personnel. They provide the 

preparation for English and the domestic languages 

of  the ASEAN Region. Their personnel have work 

experience and expertise and are ready to learn. These 

businesses can also find adequate work force for the 

demand. As for SME service businesses, more than 

50% of  the service businesses do not have readiness 

in personnel capability at the operation level because 

the work force lacks knowledge and ability. Due to the 

frequent turnover, the staff  have no experience and 

it is difficult to find the work force. The staff  have 

no patience and necessary language skills. 

2.3 Level of  the Use of  Technology in Production and 

Management 

Most large businesses have readiness in the 

level of  the use of  technology in production and 

management because their IT department has 
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continuously developed. They always learn to use 

new technologies in manufacturing and are ready to 

use technologies so that management and services 

will be quick and accurate. They import advanced 

and modern technologies from abroad and open the 

websites to expand the customer base, so it is easier 

for customers to get access to the data and at the 

same time this can considerably save time and reduce 

costs. Regarding the SME businesses, some groups 

of  entrepreneurs have technology readiness while 

others do not. The latter lack the development of  

tools and modern technologies because they have 

limited funds; moreover, small businesses do not use 

much modern technology.

2.4 Service Cost per Unit

Most large businesses have readiness in the 

service cost per unit because they have systematic 

management and cost control. Their costs are lessened 

by the import tax reduction and the support of  the 

Board of  Investment (BOI). However, most SME 

businesses do not have readiness in the service cost 

per unit because of  the high delivery costs due to the 

oil problem. Not many customers use the services 

because of  the economic problems and the security 

of  the country; as a result, the cost per unit is high. 

Raw materials are costly and must be imported and 

the fluctuating exchange rates make it difficult to 

control costs.

2.5 Quality of  Products and Services   

Currently, most entrepreneurs of  small, medium 

and large service businesses believe that their businesses 

are ready for competition in the AEC because the staff 

who give service undertake regular monthly training, 

so they are ready to give service to customers in the 

country and abroad. The services have  quality and meet 

the demands of  the customers.  Styles of  service and 

quality have been developed and controlled continuously.

2.6 Management Capability of  Business 

Most entrepreneurs of  small, medium and large 

service businesses believe  they have readiness in business 

management capability because the staff  who give 

service undertake regular monthly training and are 

ready to give service to domestic and overseas customers. 

They have received the ISO 9002 certificate from 

England and the environmental standard can guarantee 

quality and service. These businesses have clear targets 

and the organizations have grown continuously. 

Customers' compliments and complaints are used 

for improving the management of  the business.

2.7 Public Sector's Promotion of  the Use of  the AEC       

Apart from the indicator of  business readiness, 

there is another indicator that reflects the readiness 

of  the external factors. One indicator that is used as 

a criterion for measuring the readiness is the 

promotion of  the public sector. According to the 

study of  the public sector's readiness in promoting 

the use of  the AEC, most entrepreneurs of  larges 

service businesses view that the public sector is ready 

to promote the use of  the AEC and it has the 

readiness in the customs protocol and the academics. 

The public sector's promotion will enable their 

businesses to expand the production and service 

base. However, most SME entrepreneurs in the 

service business feel that the public sector is not 

ready to use the AEC. They do not understand the 

AEC because the ineffective publication does not 

reach them. The communication and dissemination 

of  data lack clear details and are outdated; 

sometimes they are too academic and difficult to 

understand. 

2.8 Infrastructure and Logics System of  the Country      

Most entrepreneurs of  small, medium and 

large business perceive that Thai infrastructure and 

logics systems are ready to support the businesses 

because the country's infrastructure is convenient 

and transportation by land, water and air are well 

connected. The electricity system and the pipe water 

system have readiness. The goods distribution center 

has the standards and the government has 

continuously developed the infrastructure. 

From the details mentioned, it can be seen that 

at present the entrepreneurs in the Thai service 

business do not understand the details of  the AEC. 

In particular, the SME entrepreneurs do not 

understand the AEC and are not ready for 

competition in many aspects, such as access to 

sources of  funds, personnel capability, level of  

technology, etc. Therefore, the public sector should 

quickly publicize, provide knowledge, explain the 

advantages and disadvantages and also give advice 

concerning preparation for entering the competition 

in the AEC to the entrepreneurs, especially the 

SMEs, so that they can adjust themselves to future 

changes. The public sector should have a plan and a 

clear and concrete policy for promotion and 

assistance. 
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Brand Image Building 

Illustration of  the main components that create the brand image

The chart illustrates the linkage between strength, favorability and uniqueness
that are associated to the brand and brand image (Keller, 2003: 70-83).

Country of  Origin

Brand Personality Brand Artifacts

Brand Image

Brand Image

Strength Favorability Uniqueness

Organization Product

Currently, business and customer behavior is 
changing rapidly. The demand, the expectation of  goods, 
and the services have changed as customers now have 
more knowledge and understanding of  goods and 
services. In the modern age, customers have less time 
and hurriedly spend their life, so they want more 
convenience, better quality goods or services that suit 
their demands, quality guarantee, various kinds of  
privileges such as cheaper goods and services, discounts 
and gifts. At present, many customers are sensitive to prices.

Therefore, businesses need to adjust themselves to 
keep up with the changing behavior of  the target 
customers. Having a strong brand image helps to create 
advantages in the present competition. If  that strong 
image is well maintained and managed, it can enable the 
business to have longevity and a sustainable reputation. 
Some examples are:

� Intel Microelectronics (Thailand) Co., Ltd. 
created the on-line community (www.intelpcclub.com) to 
emphasize the image of  the creator of  future technology. 

� Lion Corporation (Thailand) Ltd. conducted 
the CSR Project of  "The Bodhisattva Family" (Bodhisattva: 
wisdom being) to emphasize the brand image of  honesty. 

� Unilever Thai Trading Co., Ltd, manufacturer 
and distributor of  Sunsilk Shampoo, emphasized the image 
of  hair specialists instead of  the old image of  aesthetics.

� Thai Beverage Public Co., Ltd. adjusted the 
new image of  Chang Beer under the concept "Chang... 
Thai People with One Heart."

Meaning of  Brand Image 
Brand image is something that emerges from the 

melting of  5 main components as illustrated in the 
chart below:         

The chart illustrates external components that 
create the brand image, details of  which are as follows: 

1. Country of  Origin means the country that 
manufactures products.

2. Organization 
3. Product means various attributes of  the product.
4. Brand Effect means many things related to 

the brand we create that will help to build the brand image.
5. Brand Personality is the outstanding physical 

characteristics of  the product. Brand personality 
building is based on word, picture, emotion, tone and 
style that must be in line and harmonize with each 
other so that the target group can be confident and 

expect to get something from the product. Each 
marketing plan will set the brand personality ---whether 
the product is stylish or sweet, modern or classic, 
simple or luxurious. This personality must be distinct as 
the word personality means the permanent uniqueness 
that makes the people who know us expect or 
anticipate what they will get from our product. The 
product must have a clear personality so that it will 
enable the buyers to anticipate what they can get when 
they buy the product. The product with a distinct 
personality will make consumers feel confident in their 
purchase because they can anticipate what to get from 
buying the product.
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Brand image is often a positive image created by 
the program of  marketing specialists that tries to link 
strength, favorability and uniqueness that are associated 
to the brand and instill them in consumers' mind. Beside 
the source of  data controlled by marketing specialists, 
brand associations can be built by many methods, such 
as from consumers' direct experience, data of  the 
brand communicated by the organization or other 
related agencies, word of  mouth, and the reference of  
the brand itself, e.g. the product name or logo, brand 
identification that is set through the company, the country, 
distribution channels or people, the location and some 
specific activities. Brand image will be completed by the 
following components (Keller, 2003: 70-73):
1. Strength of  Brand Associations

Being confident that there is sufficient strength 
of  brand associations depends on many factors. How 
do the marketing program and other factors affect 
consumers' brand experience? Is the strength qualitative 
or quantitative? These factors also include the quality of  
the process to obtain the data of  the product. The 
deeper the consumers think about the data of  the 
product that are associated with their existing brand 
knowledge, the stronger the brand associations will be. 
Two factors that help to build each data's strength of  
brand associations are the personal association of  the 
data and the regular and continuous presentation of  the 
data.

According to the previously mentioned statement, 
consumers' confidence in brand attributes and brand 
benefit can be built up by many methods. Brand attributes 
are the characteristics that can explain the personality of  
the product or the service, and brand benefit is the value or 
the personal meaning that consumers attach to the 
characteristics of  the product or the service. Generally, the 
source of data that is built from strong brand attributes and 
benefit is consumers' direct experience. This kind of  data 
usually has an influence on consumers' decision to buy the 
product as long as consumers can precisely translate their 
own experience. 

Research data reflected that the main reasons for 
customers to buy the product of  a particular brand are 
their past experience, strong associations such as word 
of  mouth, family or friends, or other sources like media 
or newspaper that are not related to the organization. 
Word of  mouth is important to businesses such as 
restaurant, entertainment place, bank or private service. 
The source of  data like advertisement that has 
influence on the company is often built from weak 
associations; thus, it may be easily changed.

In order to fight against these obstacles, the 
marketing media program often tries hard to create 
strength of  brand associations through creation media and 
this may enable consumers to gradually absorb detailed 
information. Starbucks and Amazon.com are examples of  
companies that have created the incredibly strong brand 
image without using a costly advertising program.

2. Favorability of  Brand Associations  
The selection of  favorability and uniqueness of  

brand associations in order to link with the brand 
requires a very careful analysis of  consumers and the 
competition. This analysis will set the highest brand 
positioning. Basically, favorability of  brand associations is 
built by making consumers believe a brand building 
process based on brand attributes and benefits that 
supposedly will satisfy and meet their demands. 
Consequently, favorability of  brand associations means it is 
desired by the consumers who really believe it exists in the 
product. For instance, the brand can be considered as 
highly convenient, reliable, efficient, etc.

Regarding consumers' desire, how important are 
brand image associations to customers' attitude toward 
the brand and to their decision? The desire depends on 
3 factors: 1) consumers find how brand associations are 
related to them; 2) consumers find how different and 
outstanding brand associations are; 3) consumers find 
how reliable brand associations are.
3. Uniqueness of  Brand Associations

Brand associations may not be the things that are 
shared with other brands. The key to brand positioning 
is that a brand usually gains advantages from the superior 
competition or "unique selling proposition". This is the 
reason why consumers must buy that product. This 
difference may be communicated by creating the 
difference directly against the competitors. Furthermore, 
it may be based on the attributes or benefits that are 
related or unrelated to the product. In reality, the 
attributes unrelated to the product, like the pattern of  
users or the characteristics of  use, can easily create 
uniqueness of  brand associations. Examples are the 
tough western image of  Marlboro cigarettes or the image 
of  Virginia Slims cigarettes that do not follow anybody.

Strength and favorability of  brand associations 
build a uniqueness that makes one brand different from 
others, and it is significant for the success of  brand 
building. If  that brand has competitors, this means that 
it has already shared its brand associations with other 
brands. These shared brand associations can help to 
create membership and set the scope of  competition 
against other products and services in the consumer 
groups. Sometimes the brand may not have a 
competition in the same kind of  product, but it may 
compete with a product that may have associations 
with the organization brand such as the railway, which 
may not have any competitors as there is only one 
company operating. However, the railway itself  has to 
compete with other kinds of  transportation companies, 
such as airlines, cars and buses. In a similar way, 
educational products may be produced in the form of  
CD Rom, but they have to compete with books, videos, 
television, and magazines. Thus, the principle of  this 
kind of  brand building has been used for the marketing 
of  many diverse products such as bank, furniture, 
carpets, or bowling.   
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Nuevo America - New Power Group 
in USA Market

1

The word "Intercultural Learning" has 

become important in business practices, 

especially in international business. Exporters 

have to really know and understand groups of  

consumers so that they can produce goods that 

satisfy and directly meet the real market demand. 

In addition, if  entrepreneurs fully understand 

"Intercultural Learning," they will find that this 

concept is important and to some degree limits 

their success in marketing among countries 

trending to globalization. This is particularly true 

with the USA market, which is an important 

Thai export market. Moreover, it is a market 

with a variety of  both cultures and races.

It is said that the Latin American Group is 

the largest minority group in America 

comprising around 15% of  the total USA 

population. It is anticipated that within 10 years, 

or by 2020, approximately one-fifth of  the USA 

population will be citizens who originally came 

from a South American country.

Before this is fully realized, however, it is estimated that 2nd generation Latin Americans will assimilate 

into mainstream America, turn from their own original traditions and embrace the American culture. In this 

case, the percentage of  "Latin Americans" will be less; absent the 2nd and later generations.

At present it would seem that current thinking has been formed without a true understanding of  the 

USA Latin American society or even the present American society as a whole.

Then, What Has Happened in the American Society ?
When Latin Americans enter and settle down, work and earn their living in America, they bring with 

them their own culture. While living in America, they mix their culture with the original American culture, in 

both ways of  thought, tradition, art and taste. Consequently, the American society becomes the link and mixes 

two cultures called "Intercultural Learning". Furthermore, it influences American life, and is what is happening 

at present in the American society.

Latin Americans in the USA at present live the same as other Americans. However, they remain proud of  

their home countries and cultures and continue to practice the traditions of  their ancestors in South America.

Nuevo America - Important Variable
The Latin American largest minority group in USA and also the group that moves the intercultural 

learning trend. It is said that these people not only influence the main culture trend in the USA, but have also 
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created a new group in American society comprising a varity of  cultures and are called the "Nuevo America" 

group, new American young generation group.

The Latin American is the primary group influencing the "Nuevo America" for two reasons. Firstly is 

their rapid increase in numbers and their increase in purchasing power. At present, the Latin American group in 

USA comprises about 15% of  the total USA population, and this group has up to US$ 8.63 million purchasing 

power. Thus, it is an economic group that influences the total USA economy.

The second factor is the geography that 

supports the continuous strength of  the Latin 

American culture in the USA. Their close 

proximity allows Latin Americans, for example 

Mexicans and Dominicans, to conveniently travel 

back to their hometowns. Therefore, they can 

adopt any new trends in their mother countries 

and disseminate them in America.

Apart from this, the advances in 

communication makes the sharing and passing on 

of  values, stories and traditions from generation 

to generation easy. The telephone, Internet and 

new communication technology have contributed 

to the Latin American society and culture 

stabilization and ability to exist in the U.S.A. 

Thus, people can share, learn and enjoy their own 

cultures. Besides, the media concerning Latin 

Americans has increased considerably, which is 

clearly seen support for the growth of  Latin 

American cultures.

To Approach the "Nuevo Americans," There Must Be an Understanding of  "Intercultural 
Learning"

The interesting thing concerning the Latin American group in the USA is their average age is 27 years, 

that is 9 years less than the average ages of  other nation groups in the USA. Among American children 

younger than 18 years old, the Latin American children are the largest minority group and the front force of  

the "Nuevo Americans".

The Nuevo American group are bi-lingual, have two or more cultures and they are satisfied with their 

characteristics. These people make friends with people of  various races, resulting in the changes of  various 

cultures.

Marketing specialists, who consider entering the Nuevo American group have to develop expertise in 

intercultural learning in order to apply this expertise to marketing strategies that can efficiently communicate 

with this group of  young people. Marketing specialists must truly understand how each local culture adjusts, 

changes and has an influence on the other.

Marketing specialists must always keep in mind that to efficiently enter the Latin American group market, 

the factor of  success is not only the language but there must be an understanding of  the culture 

communication. The marketing strategy that is sustainably successful is not only the translation from the 

English language to the Spanish language but it is from the meeting and talking with the Latin American 

consumers in order to understand the process of  thought. In addition, they have to realize that the Latin 

American growth in the USA is not only the fashion but also the result of  the intercultural learning process of  

the Nuevo American that increases every year.

People who study and can understand intercultural learning will be able to search for knowledge and have 

points of  view that can create real relationships with the consumers. They will constitute the sustainable 

marketing leaders in the USA.
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New Policy Issue 
on Foreign Investments in China
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Foreign Direct Investment Mechanisms to Move 
Chinese Economy

Foreign investments are important mechanisms 
used by the Chinese Government to open the country 
to the outside world and to push development so that 
the economy of  China in the new era has stable 
growth. In 2009, even though the Foreign Direct 
Investment, FDI, in China decreased 2.6% compared 
to the previous year the value was still high at 
US$90,000 million. The decreased rate is still much 
higher than the average changed rate of  the rest of  
the world FDI. Anyhow the FDI had a continuous 
growth in the last 5 months of  the year, especially in 
December when the FDI that flowed into China 
valued US$12,100 million, with 103% growth rate in 
comparison to the same period of  last year.

The 2009 FDI growth rates in China were as 
follows:

August 7.0%
September 18.9%
October 5.7%
November 32.0%
December 103.0%
The American Chamber of  Commerce research 

at the end of  2009, which polled 400 foreign 
businesses that invested in China, found that more 
than 90% of  respondents had confidence in the 
ability of  the Chinese Government to solve economic 
problems. Moreover, up to 65% of  respondents 
answered that they would expand their investments 

in China in 2010, which was an increase over the 
responses of  the previous year (only 58% of  foreign 
businesses had such investment plans).

Mr. Li Maoyu, an analyst for the Changjiang 
Securities Co., Ltd., believes that "China has become 
the interesting point on the world market when it is 
stepping up to be the number one in various aspects 
for investors. China is the safe investing source 
which may be the best. A lot of  available potentials 
and the Chinese good management of  the economic 
and social orders make China the interesting target 
for investments."

Direction of  Chinese Policy on Foreign Investments
 The above mentioned success has not made 

the Chinese Government sit back or think that the 
present policy is the best and there is no need for 
amendments. On the contrary, it hastened to issue a 
new foreign investment policy in 2010. It is confident 
that this new policy will improve the utilization 
efficiency of  the foreign capital. In addition, the 
policy will help foreign investment play a much 
stronger role in the promotion of  innovation in 
science and technology, the improvement of  the 
industrial sector, and regional coordinating and 
developing. The new policy is based on the Chinese 
Government evaluation that the Green Economy, 
industrial sector improvement and regional coordination 
are important keys to Chinese economic growth in 
the future. For these reasons, we have seen a change 
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and adjustment of  the foreign investment policy 
from an emphasis on Economic Efficiency to the 
promotion of  a Sustainable Development Economy 
and Society.

 This investment policy has three objectives as 
follows:

1. To Further Ease Restrictions on Foreign 
Capital. This will begin with the revision of  the 
Directory Catalog of  Industries, which will be the 
second content improvement within only two years. 
This improvement will stimulate foreign investment 
in the production industry for high-end products, 
high technology industry, new services, new energy, 
energy efficiency and environmental protection. 
These investments comply with the policy written in 
the National Plan for Industrial Improvement and 
Economic Stimulation and respond with the right to 
use the land, which means foreign investment 
projects will receive the right to occupy the 
mentioned land.

2. To Promote Investment Convenience, 
and Create a Fair Market Environment, and Force 
a More Open and Better Investment Environment. 
These include facilitating the selection processes 
regarding inspection and approval of  foreign investment 
as much as possible based on their suitability and 
transparency in operation.

Furthermore, the new foreign investment policy 
also covers improved supervision of  foreign business 
money exchange with a reduction in necessary steps 
in order to also make capital movement and profit 
transfer more convenient for foreign businesses.

A general consensus seems to be that the 
reason for foreign investment in China in not simply 
because of  the large market, but also because of  the 
continuous infra-structure improvement and convenience 
of  facilities. These include the stability of  environmental 
factors and conditions, and investment rules and 
regulations.

Moreover, since 2009 the Chinese Commerce 
Ministry has decentralized the authority to inspect 
and approve the small foreign investment projects to 
the city level. The Ministry has done many things to 
accelerate and improve the system of  inspection and 
approval of  foreign investments.

3. To Direct Foreign Companies to Adjust 
Their Investment Flow. Geographically, the new 
investment policy puts an emphasis on establishing 
foreign investments in the central and western areas. 
The new investment policy will provide foreign 
investors with opportunities to expand investments 
in the intensive labor industries to the central and 

western areas with a suitable policy, appropriate 
investment, technology and capital, including favorable 
environmental conditions.

Based on the statistics on the Implementation 
of  the West Development Program in the past ten 
years, it was found that the FDI in the eastern region 
increased from approximately US$2,350 million in 
1998 to almost US$ 6,620 million in 2008 with 
181.5% growth. However, the FDI in the Chinese 
central and western parts still had rather low value 
with only a 7.2% proportion of  the total foreign 
investment. Furthermore, it has a considerably lower 
growth rate than the FDI in the Chinese coastal area.

Besides this, the Chinese Ministry of  Commerce 
will still maintain its policy of  foreign investment 
promotion in the economic and technology development 
zone at the border with the same principles used to 
promote the FDI in the coastal area. 

Regarding industrial type investment, this 
policy still gives priority to investment in the new 
industries, restructuring industries and transformation 
industries. In addition, it includes foreign investment 
in the target industries specified in the "Seven 
Strategic New Industries" comprising new energy, 
energy efficiency and environmental protection, new 
energy motor vehicle, new material, new medicine, 
biological seeds planting and information technology. 
Moreover, it covers the restructuring, transformation 
and Merger & Acquisition, M&A, in the countryside 
that will receive promotion from the public sector as 
special cases in order to correspond with accelerating 
restructuring, such as replacing out of  date industries 
and supervision of  repeated production.

At present, approximately 75%-80% of  FDI 
worldwide is in the M&A pattern, while most FDI in 
China is in the investment pattern of  "Greenfield 
Investment," which represents new investment 
beginning from zero. Regarding the FDI in the 
M&A pattern, it has only 5% of  the total FDI in 
China. If  the financial sector investment is not 
counted, it is found that in 2009 the FDI in the 
M&A pattern had higher than 40% of  the total FDI 
in China. Thus, foreign businesses are more interested 
in the M&A investment pattern, and for a long time 
they have requested the Chinese Ministry of  Commerce 
to ease the control measures. Foreign investors 
believe this pattern will help their businesses make 
profits more quickly and receive a higher return 
against investment.

A new and welcome step for foreign investment 
in China has emerged once again.
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Center for International Trade Studies, University of  the Thai Chamber of  Commerce

An Analysis of 
"Observing Vietnamese Rice Policies and Problems"

A previous analysis explained ten reasons why 
Thai rice is unable to compete with Vietnamese rice. 
An important reason is that the Vietnamese 
Government has established a policy as a guideline 
for developing farmers' rice production, including 
supporting the trade management administration 
system, to reserve food and to provide a guaranteed 
income for farmers, as is shown by the following 
paragraphs. 

Production Policy
The Vietnamese Government gives serious 

priority to its policy on rice production, both in protecting 
rice growing areas and improving and developing 
rice seeds, as well as reducing production costs :

� Protecting Rice Growing Areas 
According to the statistics of  the Ministry of  

Agriculture and Rural Development (MARD), the 
Vietnamese rice growing areas decreased from 4.5 
million hectares in 2000 to 4.0 million hectares in 
2009, which is an average loss of  41,000 hectares per 
year. This is due to the urban expansion and the 
growth of  the industrial zone; the Vietnamese 
population has a rapid growth rate and it is expected 
there will be over 100 million people in 2020, with 
about 110 million by 2030. The investment in the 
country's agricultural sector is only 10% of  the total 
investments, which results in a trend of  the rice 
growing area decreasing steadily in the future. The 
Vietnamese Government thus has a policy aimed at 
keeping the rice growing areas at 3.8 million hectares 
from 2009 to 2020. This 3.8 million hectare area 
requires an irrigation system to growing rice during 
two seasons or more, covering 3.2 million hectares. 
Farmers then can produce 41-43 million tons of  
paddy per year.

Besides this, the concerned organizations need 
to find ways to decrease production costs so that 
Vietnamese rice production will earn 2.5 times its 
profits at present by 2020. These organizations must 
also find ways to persuade farmers to continue 
farming areas that are suitable for rice growing and 
not converting them into industrial zones, golf  
courses or other businesses that yield higher returns 
than  agriculture. As to the mountainous areas, the 
Government supports step pattern rice farming to 
increase rice growing areas and create food stability 
in the remote areas.

� Rice Seed Improvement and Development

Since the Vietnamese Government wants to 
increase rice production to meet local consumption 
and create competitive ability on the world market, 
including  creating stability for Vietnamese rice 
prices both locally and abroad, it follows a policy to 
push the development of  better rice seed for 
domestic consumption and export. The Government 
told the concerned organizations to accelerate 
experimental projects for developing rice seeds and 
growing rice in new patterns. New technology is 
brought into use and irrigation systems are 
developed to improve Vietnamese rice quality to 
yield increased production per rai. These effect the 
increase of  good quality rice exports and meet the 
world market demand, especially for 5% rice, 10% 
rice and 15% rice.

� Policy of  Decreasing the Production Cost 
and Increasing Products

The Vietnamese Government has implemented 
what it calls the "Policy of  3 Decreases and 3 Increases", 
which has reduced production costs and increased 
production since 2006. It is a country wide project in 
Vietnam, especially in the South. The policy 
encourages farmers to grow rice the right way, using 
"3 Decreases" consisting of  1) decreasing rice seeds 
to only the necessary amount, 2) decreasing the use 
of  chemical fertilizers, and 3) decreasing the use of  
plant pesticides,  as well as "3 Increases" - increasing 
1) the production 2) quality and 3) profits. Farmers 
tend to sow too many seeds, which causes widespread 
diseases and insect pests, which means they must use 
more fertilizer and chemicals, resulting in high 
production costs. Sometimes the production may be 
large, but the production cost is too high; the returns 
are thus low compared to the investment. The 
government encourages farmers to decrease the 
amount of  seeds sown to reduce disease and pests, 
eliminating the need for chemicals. When production 
costs decrease, profits automatically rise. In addition, 
farmers are encouraged to use fertilizers efficiently 
and suitably for the rice plants and planted area.

� Building Standard Rice Warehouses and Silos
Vietnam lacks enough warehouses and silos to 

store its rice, which results in areas where harvested 
rice is improperly stored, resulting in a decrease in its 
quality. The Government has ordered the concerned 
organizations to accelerate building  sufficient silos 
to store another 4 million tons of  paddy by the end 
of  2012.
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1 The World Trade Organization (WTO) announced 
   its approval of  Vietnam to become its 150th member 
   on November 7, 2006. Vietnamese membership 
   became official on January 11, 2007.

Export Policy
Since Vietnam is a member of  the World Trade 

Organization1 (WTO), the Ministry of  Industry and 
Trade (MOIT) assigned the Vietnam Food Association  
(VFA) to set a Minimum Export Price (MEP) for the 
export members who sign trade agreements with 
foreign countries, and also to allocate a rice export 
quota to each exporter.

Vietnam passed a law governing rice trade and 
export (effective January 1, 2010) which stipulates 
the export company must have a warehouse and silos 
that can store 5,000 tons of  rice (by September 2010) 
and also own a mill that can mill at least 10 tons of  
rice per hour. Furthermore, any export company that 
can not export rice in 12 consecutive months will 
have its rice export license cancelled. This is to 
guarantee Vietnam will have sufficient rice for export 
and to improve its competitive ability. However, the 
stipulations could cause problems for smaller companies 
and some may have to go out of  business.

Policy of  Stabilizing the Local Rice Market
The Ministry of  Finance of  Vietnam is 

drafting a project to support the Government's 
policy on stabilizing the local rice market. This 
project includes measures to help farmers in many 
aspects, for example, to subsidize the interests on 
loans to buying raw material, tools and equipment 
for rice production. An exemption and a decrease of  
taxes and fees are proposed measures to help the 
decrease of  the cost of  production. The 
establishment of  a fund to support rice production 
and export has also been proposed, which would 
result in rice price stability in the long run.

Rice Cooperation with Foreign Countries
Vietnamese rice cooperation with foreign 

countries will have different patterns for each 
country. Cooperation between Vietnam and Thailand 
consists mainly in the exchange of  data, information, 
and research knowledge about widespread plant 
diseases and pests. It also includes the impact on rice 
of  possible global warming and the system of  rice 
deposit and borrowing between farmers and the 
government.

Vietnam established a joint-venture rice 
company named the "Cambodian-Vietnam Food 
Company" (Cavifoods) to do business in the complete 



photo: Noel Harvie

14

2 In the "Report on Statistics of  the United States Department of  Agriculture : USDA," Foreign Agriculture 
   Service, March, 2010, it stated that in rice product per hectare of  ASEAN countries Vietnam is first with 
   5.3 tons per hectare or approximately 848 kgs. per rai. Second is Indonesia 5.0 tons per hectare, followed 
   by Malaysia 3.7 tons per hectare. After that come Laos with 3.6 tons per hectare, the Philippines at 3.5 tons 
   per hectare, Cambodia with 2.8 tons per hectare, Thailand also with 2.8 tons per hectare, and Myanmar 2.6 
   tons per hectare respectively.

cycle business pattern in Cambodia, including a rice 
distribution network system. The company had plans 
to establish warehouses in foreign countries in 2010, 
namely the Philippines, Tanzania, Ghana and South 
Africa. There was also a plan to establish a joint-
venture food company with Myanmar.

Vietnamese Rice Problems and Obstacles
In accordance with its policy on rice 

promotion, Vietnam has promoted its rice exports in 
many countries. In 2009 Vietnam produced the 
highest rice per hectare in the ASEAN Group2. It 
produced 38.9 million tons of  paddy, and exported 
to the world market about 6.1 million tons of  rice, 
the highest figure for Vietnamese rice production 
and export in 20 years (1990-2009). Nevertheless,, 
Vietnam still faces problems that impact its rice 
production. It is essential for the Government to 
speedily solve the following problems: 

1) Because of  Vietnam's geography, it faces 
storms and floods every year, and agricultural areas 
suffer damage, especially the central coastal plain. 
Furthermore, changes of  the world weather could 
result the droughts in summer and floods in rainy 
season in years to come. The rise of  the sea water level 
will make coastal soil salty, decreases rice growing 
areas, which will also affect food and energy crises.

2) Most rice seeds Vietnamese farmers prefer 
to use are low quality but have a high yield. This 
causes Vietnamese rice to be of  low quality 
compared to that of  other rice exporting countries, 
which reduces its competitive ability and export price 
on the world market. The Vietnamese Government 
has given the priority to developing of  good quality 
seed that still produces high yields per hectare and 
promotes farmers to use these seed to add to the 
competitive ability of  Vietnamese rice.

3) The state budget for the development of  
seeds and growing technology is still not enough to 

meet the need of  all the country's farmers. In 
addition, the private sector has little interest in 
investment involving  agriculture and the agricultural 
technology of  the country.

4) At present there are more serious and more 
widespread rice diseases, while Vietnam lacks data of  
studies and research about these diseases to use as a 
database in the development of  new species seeds 
with good quality and high yields which can also 
stand up to the diseases.

5) As previously stated, Vietnam lacks enough 
warehouses and silos to store rice, plus there is a lack 
of  quality in rice grown in sun dried and baked 
paddies. Because of  the extremely humid climate of  
Vietnam, the paddy rots easily and a large proportion 
of  the rice is broken when it is milled. At present, 
warehouses and silos can stock only 2 million tons, 
which means exporters cannot stock rice to sell 
when rice prices are highest on the world market.

6) Farmers have low incomes, since they can 
sell their crops at low prices. Most also sell through 
the middlemen, who then these sell it to the mills 
and exporters. Vietnam still has no rice deposit or 
pawn system, which causes farmers to sell 
immediately after harvesting at prices lowered by 
middle men.

7) Vietnamese growing rice areas will have a 
decreasing trend in the future, as the industrial sector 
and urban communities expand. Some areas are 
changing from rice growing to other plants or to 
cattle raising. Many farmers are also leaving their 
fields to work in cities and factories because the 
wages are higher.

The Vietnamese Government has guidelines 
for strategy management to solve the problems and 
strengthen the promotion of  Vietnamese rice. 
Thailand cannot wait to see what the results will be. 
It is time for the Thai Government to take Thai rice 
promotion seriously and establish its own strategies.
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Center for International Trade Studies, University of  the Thai Chamber of  commerce

Continuous Expansion of Export Composite 
Leading Index and Anticipation of Export 
Expansion in the 1st Quarter of 2011

1. Export Composite Leading Index1 
The Export Composite Leading Index (CLI) in 

November 2010 expanded continuously and 
increased from the previous month by 0.1 from 
100.9 to 101.0. It is anticipated that the export in the 
1st quarter of  2011 has a tendency to expand in the 

range of  3.8% - 9.0 % (expanding at 7.4% with the 
highest value of  probability of  0.7%) from the 
17.7% expansion in the 4th quarter of  2010. Most 
domestic and overseas factors for the anticipation of  
export expansion sent good signals to Thai export 
sector. 

2. Components of  Export Composite Leading 
Index 

Forty-seven variables are chosen as composites 
to give a warning to the economy of  the export 
sector. They are the variables that can reflect 
different segments of  the export. The test found 

that 5 variables are the most efficient leading 
variables of  the export. After seasonal adjustment, 
elimination of  trend factor, de-trending and smoothing 
and normalization, the composite variables gave the 
following signals in November 2010:

For more information:
Center for International Trade Studies, University of  the Thai Chamber of  Commerce, 

126/1 Vibhavadi Rangsit Road, Din Daeng District, Bangkok 10400

Phone: 0-2697-3648-9   Fax:0-2697-6347    www.citsonline.utcc.ac.th

1 Export Composite Leading Index is the Composite Leading Index created from the export leading variable 
   that can give a lead to Thai export at an average of  3-4 months in advance.
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The Export Composite Leading Index (Export CLI) in November 2010 has increased 

continuously for 4 months and gave a signal that export will go well in the 1st quarter.
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Expansion of  JPMorgan Global Manufacturing PMI
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Expansion of  the Index of  the Stock Exchange of  Thailand 
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The latest PMI (Purchasing Managers Index) in 
December 2010 before the adjustment was the 
highest in the period of  6 months as a result of  
the production expansion and new orders. 
Production and employment expanded well, 
especially in the United States, the European 
Union and China, while they still slowed down in 

Japan and Greece.

The index of  the Stock Exchange of  Thailand 
sent a signal of  the expansion. The SET index is 
a good indicator of  the country's economy. This 
expansion reflected positive factors for the export 
sector with respect to investors' confidence in the 

economy of  the country.

The leading index of  Thai short-term business 
cycle is an index that reflected the trend of  Thai 
economic condition in next 3-5 months. The 
index sent a good signal because of  the increasing 
business factors such as the approved construction 
areas in Bangkok vicinity, the number of  foreign 

tourists and the real export value.

The rate of  capacity utilization sent a downturn 
signal, especially in the export manufacturing 
industry (export>60%). The rate of  capacity use 
has decreased continuously for 2 months. Meanwhile, 
in the medium export manufacturing industry 
(export 30-60 %), capacity utilization expanded at 

a de-celerating rate.
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1 The data went through seasonal adjustment, elimination of  trends, de-trending and smoothing and normalization, 
   so they do not equal the data that the original affiliation has disseminated. The sources of  the data that were 
   calculated are:

JPMorgan Global Manufacturing PMI (JPMorgan Global PMI Reports)
Index of  the Stock Exchange of  Thailand (The Stock Exchange of  Thailand)
Leading Index of  Short - term Business Cycle (Bureau of  Trade and Economic Indices, Ministry of  Commerce)
Rate of  Capacity Utilization in the Industry Sector (Office of  Industrial Economics)
Index of  Industrial Products (Office of  Industrial Economics)

2 Export Leading Index can illustrate the direction of  export at an average of  3 months in advance by setting 
   the following values:

Expansion: The export leading index is over 100 and has an increasing value.
Downturn: The export leading index is over 100 and has a decreasing value.
Slowdown: The export leading index is below 100 and has a decreasing value.
Recovery: The export leading index is below 100 and has an increasing value.

Export Leading Index 
and Components1

Difference from the
Previous Month (point)

Cycle
Analysis2

Export Leading Index

JPMorgan Global 

Manufacturing PMI 

Index of  the Stock Exchange 

of  Thailand  

Index of  Short-term Business 

Cycle 

Rate of  Capacity Utilization in 

the Industry Sector

Product Index in the Industry 

Sector
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Table 1 Export Leading Index and Components

The industrial product index tends to decrease in 
comparison with the previous month. PMI has 
decreased continuously for 2 months in the export 
industrial manufacturing groups (export>60%) 
such as electronics and components, aquatic animal 

process and rubber product manufacturing.
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3. Analysis of  Export Trend in 2011

Anticipation that Thai export will expand at 7.0%-11.7% in 2011

The exports in 2011 are anticipated to expand 
at 6.7%-12.0% (the 9.8% expansion and the highest 
probability value is 57.4%) or worth 206,951 - 
217,310 million dollars. It is a downturn from the 
27.3% expansion in 2010, the highest expansion in 
recorded history. Thai export encountered a 
recession due to the financial crisis in 2009. Export 
slowdown was -14.3% (In 2009, export expanded at 
a very low level, so the base for comparison with 
2010 was low and the 2010 export seemed to expand 
considerably.) In the perspective of  the Center for 
International Trade Studies, under the current trend 
of  global and Thai economic condition, Thai 
exports are anticipated to expand at the above 
medium level. Factors that have significant impacts 
on Thai export are as follows:

1) The Global economy has a trend to 
expand at a decelerating rate. The world economy 
expansion is the main factor that affects Thai export. 
It is anticipated that in 2011 the exports will expand 
because the global economy tends to expand. 
Despite the downturn direction, the exports will 
grow to 4.0% - 4.5% from 4.8% in 2010. In general, 
Thai exports are expected to get support from the 
exports to Asian markets such as China, India and 
the ASEAN countries, which tend to have a better 
economic recovery than developed countries and are 
the major driving force of  the 2011 economy. 
Nevertheless, Thai exports faced a downturn in the 
original markets such as the United States, the 
European Union and especially Japan, which has 
problems of  deflation and unemployment. After 
financial and economic crises, unemployment has 
become a problem of  all countries. Particularly, it 
may take developed countries many years to restore 
employment in order to go back to the pre-crisis 
level.

- The United States. The labor market improved a 
little in early 2010 but fell in the second half  of  the 
year because of  the government's layoff. In early 
2011, the rate of  unemployment tends to rise to 10% 
from 9.6% in the 3rd quarter of  2010.

- The European Union. Even though the labor 
market in Germany improved, in 2010 the average 
unemployment rate continuously rose to 10.1% from 
7.5% before the financial crisis. The unemployment 
rate in Spain and Ireland rose to 20.5% and 14.9% 
respectively in 2010. 

- Japan. The unemployment rate is expected to 
be higher than 5% in 2011 and it tends to increase as 
Japanese economy is anticipated to have a considerable 

downturn in 2011.
2) The rate of  exchange tends to increase 

constantly in accordance with the monetary 
value in the region. The exchange rate is an 
important factor that has an impact on the exports. 
The rising value of  Thai currency will reduce the 
advantage of  export prices. Currently, Thai exports 
are the second factor next to the world economy 
expansion. In 2010, Thailand had a very good 
expansion in exports even though the baht value 
rose 7.6%. This is because the high value of  Thai 
currency corresponded with the monetary value in a 
region that exports similar products, so it did not 
much affect the exports. Moreover, entrepreneurs 
began to have a better adjustment and prepared 
themselves for the problem of  monetary value; for 
instance, they have risk insurance. It is anticipated 
that in 2011 if  the rate of  exchange remains at 
28.3% - 30.1% and corresponds with the monetary 
value in the region, exports can expand as expected. 

In 2010, the value of  Indonesian money 
reached the peak at 12.8%, followed by the money of  
Malaysia, Thailand and Singapore that rose 8.6%, 
7.6%, 6.3% and 5.2% respectively while Vietnamese 
money fell at the average of  9.3%, compared with 
2009. 

On the other hand, the value of  baht that 
tends to rise in 2011 will be a positive factor for 
the industry that depends on imports and also 
for production and transportation that must 
import fuel. 

3) Higher costs of  goods came from the 
interest rates that tend to grow after the country has 
a better economic recovery than in the past period. 
Raw materials, especially agricultural goods, were 
lacking because of  the flood problem in 2010, and 
energy prices have increased in 2011. Factors for 
higher costs of  goods can be considered in 2 parts 
namely domestic goods and imported goods. 

- Costs of  domestic goods tend to grow, 
particularly agricultural goods that were affected by 
the flood problems in 2010. Agricultural goods were 
lacking and because of  the market mechanism, they 
tend to increase in 2011.

- Costs of  imported goods are related to the 
rate of  exchange of  baht currency that tends to rise. 
This will have a good effect on the industry that has 
to import intermediate goods for export production 
and on the production and transportation that have 
to import energy.

Energy. Energy prices in 2011 have 
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4. Risk Factor of  the Exports in 2011

1.  Risk of  the recovery of  developed countries. If  developed countries like the United States, 

the European Union and Japan have a slower recovery rate than expected (The rate of  economic 

expansion of  developed countries in 2011 was 1.5% lower than the anticipated 2.1% - 2.3% from 

2.7% in 2010.), this will immensely have direct and indirect impacts on Thai exports.

- Direct impact. Thai exports to those countries will have a large downturn or a slowdown.

- Indirection impact. Thai exports to China, India and the ASEAN that is expected to be 

an important force to push Thai exports in 2011 will come to a sudden halt because most of  these 

countries import intermediate products and raw materials from Thailand for domestic 

consumption and for the export production for developed countries. Consequently, if  developed 

countries have no purchasing power, the result will again have an impact on Thai exports and may 

lead to a new downturn of  exports.

2. Rate of  exchange is higher than the monetary value in the region. If  the value of  

baht currency tends to rise at a more accelerating rate than the monetary value in the region, the 

rate of  exchange will become a risk factor that immediately affects the export sector. In the present 

situation, the monetary value in the region begins to be weaker. The monetary value of  the 

Philippines, Malaysia and Indonesian has constantly declined for 2 months beginning from 

November 2010 while the decline in Thailand and Singapore began in December 2010. In 2011, 

the whole monetary value of  the region is anticipated to rise because of  the decline in dollar value 

that came from the basic economic factors of  the United States that have not fully recovered, the 

problem of  current deficit and the economic stimulation by increasing the amount of  money. 

continuously increased. According to Energy 
Information Administration (EIA), WTI crude oil 
price (West Texas Intermediate) will rise from US$ 
79.0 per barrel in 2010 to US$ 86.1 per barrel or will 
increase by 9.0%. This decrease from the 28.1% 
increasing adjustment in 2010 is the result of  the 
decelerating expansion of  the world economy. But at 
the end of  2011, it is anticipated that WTI crude oil 
price will grow higher and reach the level of  US$ 
89.0 per barrel. In 2011, the demand for energy will 
increase at the decelerating rate of  1.4 million barrels 
per day. During 2010, the demand for energy 
increased to 2 million barrels per day. In the Non - 

OECD countries, it is anticipated that China, the 
Middle East and Brazil will be the main countries 
that push to create more energy demand. The 
OECD countries (OECD: the Organization for 
Economic Co-operation and Development), especially 
the United States, have an increasing demand of  0.2 
million barrels per day. In 2011, the energy production 
is expected to be 87.15 million barrels per day --- 
increasing 0.80 million barrels per day from an 
increase of  2.02 million barrels per day in 2010. In 
2011, the OECD energy production is 20.68 million 
barrels per day while the energy production of  the 
Non - OECD is 66.47 million barrels per day.

Anticipation of  the Export in 2011
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Interesting Traditions 
for Business Contacts with Indians

India is a large-sized market with a population 
of  approximately 1,150 million people, which is the 
world's second largest after China. The high 
purchasing power consumer groups comprise about 
300 million people. India is the major export market 
in the South Asian Region for Thailand with an 
export value of  US$3,223 million in 2009. The trade 
between Thailand and India continues with an 
increasing trend, buoyed by the power of  the Indian 
economy. The Indian economy is anticipated to grow 
an average of  8% per year in the next five years. 
Furthermore, 82 items of  Thai goods are exempt 
from import tax under the "Thailand - India Free 
Trade Agreement," which makes India an interesting 
market to Thai entrepreneurs. Thus, to make 
business approaches with Indians go smoothly and 
be successful, Thai entrepreneurs should know some 
important traditional practices as follows:

�  Greetings and Conversations. The 
acceptable greeting pattern in every Indian state is to 
"Wai" by putting palms together in front of  the chest 
with fingers pointing to the chin and saying 
"Namusttay". However, the greeting words may 
differ in each state or by religion, for example in the 
Tamilnathu the greeting word is "Wanuggum." 
Muslims greet with the words "Salarm Mu-lagoom." 
Concerning the international greeting of  shaking 
hands, it is accepted by the more highly educated 
people. Anyhow, gentlemen should not shake hands 
with ladies unless ladies ofer their hands first and the 
touch will be only with the finger tips. Apart from 
this, while making conversation you should express 
appreciation for the old Indian culture and traditions, 
and avoid the topics of  poverty, religions conflicts 
and class.

� Business Negotiations with Indians. It is 
popular to use the English language, which is the 
official Indian language for communication. In 
addition, Indians have an extremely flexible concept 
of  time, so it is always possible that your negotiating 
business partner may be late for an appointment. In 
general, when making an appointment with an 
Indian for the first business negotiation, it should be 

made with the highest executive in order to receive 
the clear answer and to establish an effective 
precedent, and it should not be made on National 
Holidays. Besides, Indians do not like to refuse 
agreements directly, so they will avoid the refusal by 
saying "I will try." Following business negotiations, 
Indians may introduce conversation on personal 
matters to strengthen the relationship. You should 
avoid standing with both hands on your waist 
because it is considered a dishonor to your partner.

� Giving Gifts. Popular gifts for Indians are 
flowers, chocolates, perfume and small electronic 
items, which should be wrapped neatly with paper. 
The gift wrapping paper should not be white or 
black, because Indians believe these colors will bring 
them bad lucks. Apart from this, you should avoid 
giving alcoholic drinks and beef, including gifts with 
dog pictures because Indians consider dogs as 
unclean animals. After receiving a gift, they will not 
unwrap it in the presence of  givers, which is a 
different traditional practice from western nations.

� Dressing. Gentlemen like to wear suits 
without neckties except for the rather formal 
business negotiation, such as for example legal 
matters or banking. Regarding ladies, they should 
wear jackets with pants and should not wear short 
skirts, since it is considered impolite. Besides, you 
should not wear clothes made from cow leather to 
meet Hindus because they respect cows as Isuan 
(Siva)'s riding animal and more than 80% of  the 
whole country's population are Hindus.

� Other Interesting Tips.
. Indians are likely to use the right hand in 

giving things because the left hand is considered as 
unclean.

. If  Indians shake their faces, it means "yes" 
or "agree".

. While talking you should not stand too 
close because it is considered as interfering with their 
privacy.

. Indians consider the staring at seniors or 
monarchs as impolite, thus, if  Indians do not look 
you in the eye while talking, it dignifies respect.

* Translated from the Thai Manuscript of  the Export and Import Bank of  Thailand

A cooperative project between the University of  the Thai Chamber of  Commerce 
and the Export and Import Bank of  Thailand for the promotion of  knowledge 

in the trade business and international investment
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