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CHAPTER2: MACROECONOMICS ANALYSIS
2.1. Macroeconomic Indicators

Macroeconomic indicators are economic variables and sources of information or signaling figures as to whether the economic performance is achieving the target set by policy makers.  Economic indicators provide vital information to indicate the direction of the economic activities.  

Economic variables are considered as main components of economic activities within the economy of a given country.  These variables vary from country to country for their scope but the main goal is to provide policy makers with vital information on the performance of the economy within a country.  

2.1.1. Introduction

The macroeconomic indicators aim to support companies to understand the key changes in economic variables to enable them to make a wise decision on long term capital expenditures.  In rapid globalization, key changes that take place in economic variables are no longer observed as a slow pace change but imply a rapidly changing business condition for companies.  The understanding of market condition at global, regional and national level is derived not only from an individual firm’s effort but also from the global competitive firms for economic activities.

This paper approaches the above mentioned key factors at various levels.  The first section outlines the key economic indicators at global level and its outlook for the year 2006.  The second section explains the economies of major industrialized countries.  These countries have a direct and indirect influence on Thai economy; therefore, it is worth to look at their economic growth levels and impact on Thai economy.

The third analysis looks at the regional economies, in particular ASEAN economic region, as Thailand is a member of this gathering.  In this analysis, the paper intends to examine variations in incomes, investments, savings, GDP growth and GDP per capita within the region and in comparison with Thai economy.  At the fourth stage, we observe Thai economic performance and its outlook for the year 2006.  Although most indicators would be included in the global and regional analysis, the understanding of Thai economy provides vital information for business decisions.  

At the final stage of this study, we provide the Northern Thailand economic structure and further analysis on economic activities in Chiangmai and adjacent provinces.  It is important to note that this attempt may not give full and detailed account on the economic activities for global and regional economies.  It rather describes the fundamental key variables and figures without emphasis on reasons for variations and differences.  However, due to the scope of this study, the paper intends to focus more on the Northern Thailand economic activities and key indicators.  

2.1.2. World Economic overview and outlook

Table 2-1:World Economic Indicators.

	Unit : % or as stated
	1997
	1998
	1999
	2000
	2001E
	2002E
	2003E
	2004E
	2005E
	2006E

	World Trade Volume
	10.5
	4.6
	5.8
	12.4
	0.1
	3.4
	5.4
	10.3
	7.0
	7.4

	Economic Growth Rates 1/
	4.2
	2.8
	3.7
	4.7
	2.4
	3.0
	4.0
	5.1
	4.3
	4.3

	Advanced economies
	3.5
	2.6
	3.5
	3.9
	1.2
	1.5
	1.9
	3.3
	2.5
	2.7

	     - United States
	4.5
	4.2
	4.4
	3.7
	0.8
	1.6
	2.7
	4.2
	3.5
	3.3

	     - European Union (EU)
	2.6
	2.8
	2.7
	3.8
	1.7
	0.9
	0.7
	2.0
	1.2
	1.8

	     - Japan
	1.8
	-1.0
	-0.1
	2.4
	0.2
	-0.3
	1.4
	2.7
	2.0
	2.0

	Other Emerging Market and Developing countries
	5.2
	3.0
	4.0
	5.8
	4.1
	4.8
	6.5
	7.3
	6.4
	6.1

	     - Asia 2/
	6.5
	4.2
	6.2
	6.7
	5.6
	6.6
	8.1
	8.2
	7.8
	7.2

	     - Central & Eastern Europe
	4.2
	2.8
	0.5
	4.9
	0.2
	4.4
	4.6
	6.5
	4.3
	4.6

	Inflation Rates (CPI)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Advanced economies
	2.0
	1.5
	1.4
	2.2
	2.1
	1.5
	1.8
	2.0
	2.2
	2.0

	     - United States
	2.3
	1.5
	2.2
	3.4
	2.8
	1.6
	2.3
	2.7
	3.1
	2.8

	     - European Union (EU)
	1.6
	1.1
	1.1
	2.1
	2.3
	2.3
	2.1
	2.1
	2.1
	1.8

	     - Japan
	1.7
	0.6
	-0.3
	-0.9
	-0.7
	-1.0
	-0.2
	0.0
	-0.4
	-0.1

	Other Emerging Market and Developing countries
	11.6
	11.2
	10.4
	7.3
	6.7
	5.9
	6.0
	5.8
	5.9
	5.7

	     - Asia 2/
	4.9
	7.8
	2.5
	1.9
	2.7
	2.1
	2.6
	4.2
	4.2
	4.7

	     - Central & Eastern Europe
	51.4
	32.7
	22.9
	22.7
	19.4
	14.7
	9.2
	6.5
	4.8
	4.3

	Balances on Current Account (US$ : billion)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Advanced economies
	71.0
	25.5
	-109.8
	-262.0
	-210.8
	-222.5
	-219.6
	-314.0
	-451.1
	-499.0

	     - United States
	-140.9
	-214.1
	-300.1
	-416.0
	-389.5
	-475.2
	-519.7
	-668.1
	-759.0
	-805.2

	     - European Union (EU)
	95.5
	57.7
	31.7
	-37.0
	7.0
	48.5
	26.7
	46.7
	23.7
	18.4

	     - Japan
	96.6
	119.1
	114.5
	119.6
	87.8
	112.6
	136.2
	172.1
	153.1
	140.5

	Other Emerging Market and Developing countries
	-84.7
	-114.8
	-17.5
	88.4
	42.5
	85.8
	143.9
	227.7
	410.1
	493.6

	     - Asia 2/
	7.7
	49.3
	48.5
	46.1
	40.7
	72.3
	84.8
	93.0
	109.7
	113.4

	     - Central & Eastern Europe
	-21.1
	-19.3
	-26.6
	-32.7
	-16.6
	-24.5
	-37.3
	-50.1
	-56.4
	-61.6

	Unemployment Rate 3/
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Advanced economies
	6.8
	6.7
	6.4
	5.8
	5.9
	6.4
	6.6
	6.3
	6.1
	5.9

	     - United States
	4.9
	4.5
	4.2
	4.0
	4.8
	5.8
	6.0
	5.5
	5.2
	5.2

	     - Germany 4/
	9.7
	9.1
	8.4
	7.8
	7.9
	8.7
	9.6
	9.2
	9.5
	9.3

	     - United Kingdom
	7.1
	6.3
	6.0
	5.5
	5.1
	5.2
	5.0
	4.8
	4.7
	4.8

	     - European Union (EU)
	10.6
	10.0
	9.2
	8.2
	7.9
	8.3
	8.7
	8.9
	8.7
	8.4

	     - Japan
	3.4
	4.1
	4.7
	4.7
	5.0
	5.4
	5.3
	4.7
	4.3
	4.1

	Note :     1/ Measured from growth rate of GDP at constant prices, using PPP-based GDP weight

	               2/ From September 1999, ASEAN-5 figures will be replaced by ASIA figures due to discontinuity of information source

	               3/ as % of labor force

	               4/ Including East Germany

	Source :  1. IMF

	               2. WORLD ECONOMIC OUTLOOK,  September 2005


Source: Bank of Thailand web site as of December 2005.

According to the previous table, the world economy decreased in twice times. Firstly, it was in the year 2001.  The US was attacked by terrorists in the nine-eleven situation. Then, the stock market index declined. Secondly, in 2003, the global economy slowed down, since the US made a decision to announce the war against Iraq. Among the developing regions, Asia was better than Central & Eastern Europe in the economic performance.

Table 2-2: Thailand Economic overview and outlook

	Domestic Production 

	


	   Unit :  %
	1996

	1997

	1998

	1999

	2000

	2001

	2002

	2003P
	2004P

	Gross domestic product 1/
	 

	 

	 

	 

	 

	 

	 

	 

	 


	   (at 1988 prices) 

	5.9

	-1.4

	-10.5

	4.4

	4.8

	2.2

	5.3

	7.0

	6.2


	Agricultural sector

	4.4

	-0.7

	-1.5

	2.3

	7.2

	3.2

	0.7

	11.4

	-4.8


	   Agriculture, Hunting and Forestry

	5.7

	0.1

	-2.1

	2.8

	7.7

	4.2

	0.8

	11.5

	-6.4


	   Fishing

	-1.1

	-4.6

	1.5

	-0.1

	4.8

	-1.7

	-0.2

	11.3

	4.0


	 Non-agricultural sector

	6.1

	-1.4

	-11.4

	4.7

	4.5

	2.0

	5.9

	6.5

	7.4


	   Manufacturing

	6.6

	1.4

	-10.9

	11.9

	6.1

	1.4

	7.1

	10.6

	8.2


	   Mining (including fuel)

	18.2

	13.4

	-6.2

	8.2

	5.5

	0.6

	11.0

	6.8

	4.7


	Source : 1/ National Account Division, NESDB


	              P = Preliminary



	


Thai economy comprises two main parts: agricultural sector and non agricultural one. The agricultural sector seems to fluctuate all the time due to the amount of harvest products, the seasons, and the final products. Also, in some poor years, the agriculture products face with the epidemic and insect attacks, whereas the non-agricultural products gradually increase.

2.1.3. Northern Thailand economics structure

2.1.3.1. General information

There are 17 provinces in the North with the area of 106 Million Rai or 169,000 km2, which are mainly used in the agriculture sector.  The income per capita in 2004 is 50,733 baht, which is around half of the income per capita for people in the country (102,447baht). 
2.1.3.2. Economic structure

The northern economy between 1998 and 2004 has 1.3 percent growth that was lower than country’s growth, 2.7 percent. The main economic performance derives from the agriculture sector, which is worth 19 percent of cost of products in the region. However, in growth-wise, the industrial sector expanded for 20.4 percent, trades 15.9 percent, transportation and communication 7.2 percent. The major industries that bring income to the North are electronics, sugar, and processed agriculture products, cement, ceramics and handicrafts.

2.1.4. Economic indicators of North Thailand and Chiangmai

2.1.4.1. Importance of the Northern economy to the country’s overall economy 
Northern Gross Regional Product (GRP) according to 2005 is 591,238 baht, accounting for 9.0 percent of GDP. The Northern agriculture and mining business have 20.2 percent and 12.5 percent of the country’s industry.  Despite the fact that the Northern region has at least one-forth of national gross agriculture product, it still is the main water source of middle of Thailand and Bangkok as well. 

Figure 2-1: The northern location of Thailand
[image: image1.png]



Characteristic and economic structure of the north 
The Northern region consists of upper and lower parts.

The upper north consists of 9 provinces including Chiangmai, Chiangrai, Mae-hongsorn, Lampoon, Payao, Nan, Prae, Lampang and Tak. Less than 15 percent of the upper north is suitable for agriculture.  It has rich natural resources and good atmosphere for tourism; therefore, service and touring businesses make a real growth in the upper north.  As a result of rich natural resources, the upper north is the main hydro electric power producer. Besides, it is a gateway to many countries such as Burma, Laos and southern China.

Chiangmai is an economic center in the north. It produces 16.0 percent of gross product but has one third of money deposit and loan of northern region.

The lower north consists of 8 provinces namely Kampangpetch, Pichit, Pitsanuloke, Sukothai, Utaradit, Nakornsawan, Petchaboon, and Uthaithanee.  Its geography is proper for agriculture; therefore, it has become the main food source of the country. Moreover, it has large agriculture-related manufacture industry such as sugar industry in Nakornsawan, beer industry in Kampangpetch.

Labor
 The information from the end of 2006 shows that there are 6.7million people, accounting for 52 percent work in the agricultural industry.  The minimum wage is between 131 and 141 baht, except Chiangmai 149 baht.  Whereas some workers move to other parts of Thailand and foreign countries, there are labors from the northeast and neighboring countries come to work in sugar farms in the lower north. 

Money and Finance
The north has 523 commercial bank branches, accounting for 15.2 percent of the country’s commercial banks.  Major banks are in the upper north (61 percent), and they are situated in the center of a province.

Foreign trades 
There are 2 acts of foreign trades.  The first act is through Chiangmai customs and northern industry area custom, and the second one is with neighboring countries through the border. 
Table 2-3: Northern Economic growth

	Northern economic growth

	Production sector 
	1999 
	2000 
	2001 
	2002 
	2003 
	2004p 
	2005p 

	Agriculture
	2.2% 
	2.8% 
	6.8% 
	4.2% 
	-4.6% 
	10.7% 
	-1.6% 

	Others 
	-7.5% 
	-5.4% 
	0.1% 
	-2.0% 
	10.6% 
	6.0% 
	5.3% 

	Total
	-5.8% 
	-3.9% 
	1.4% 
	-0.7% 
	7.3% 
	6.9% 
	3.9% 

	Note: p = preliminary data

	source: National economics and social development board


	Production structure in year 2004p 

	Production sector
	portion 

	Industrial 
	20.4% 

	Agriculture 
	19.0% 

	Wholesales/Retail 
	15.9% 

	Transportation/communication 
	7.2% 

	Real estate
	6.2% 

	Government and military service 
	5.3% 

	Education
	5.3% 

	Mining
	5.1% 

	Construction
	4.1% 

	Money and Finance 
	3.4% 

	Others
	8.2% 

	Total
	100.0% 

	Note: p = preliminary data

	source: National economics and social development board


2.2. Target Industries in the North and Chiangmai

The target industries in chiangmai involve the following points:

1. Industries in the North and Chiangmai

2. Advantages and disadvantages of Northern Region

3. Target industries in the North 

4. Target industries in Chiangmai

2.2.1. Industries in the North and Chiangmai

There are 2 kinds of industries:


SME industries


1) Handicraft business


2) Healthcare business


3) Agricultural and food processing business


4) Tourism business


5) Information Technology business

Heavy industries

1) Food & beverages, Tobacco

2) Electronics

3) Metal and Zinc

4) Cane sugar

5) Preserves & carvings

6) Apparel
Figure 2-2 Industries in Northern of Thailand


[image: image2]
Source: The Board of Investment of Thailand, http://www.boi.go.th
2.2.2. Advantages and disadvantages of Northern Region

The following are advantages of the northern region.

· Location and transportation

· Variety of economies

· A large amount of agricultural 

· Central communication and transportation of the region of 6 countries around Mekong River (GMS: Greater Mekong Subregion)

· Source of agricultural exports to China as WTO member

· A wide range of tourist attractions

· Easty to apply academic knowledge to improve agriculture, public health, and industrial information technology

The following are disadvantages of this area.

· Security problem along borderland or frontier country

· Competition from neighbouring countries in labour cost

· Destruction in natural resoucess

· Limitation in agricultural area expansion and single specie planting

· Limited clusters in the center of province only

· Low education level of labor 

· An increase in the older people 

2.2.3. Target industries in the North 

1st Strategy

To build up new international economy base by using potential of location and readiness of existing basic service structure.

2nd Strategy

To bring local art and culture value to generate income in ways of tourism and handicraft industry.

3rd Strategy

To use the potentials of  existing industries and human resources to create effectiveness of income distribution.

4th Strategy

To develop human resource quality and to reinforce social capital.

5th Strategy

To revive and conserve the natural resources including major and minor water resources.

6th Strategy

To develop the border area to be stronger to promote more investments and trades.

2.2.4. Target industries in Chiangmai

2.2.4.1. Strategic Issues, Strategy, and Work Process in Chiangmai
Strategic Issues:

To develop Chiangmai to be the center of the economy of  The Greater Mekong Subregion (GMS)
 and Bay of Bengal Initiative for Multi-Sectoral Technical and Economic Cooperation (BIMSTEC). 

Strategy:

To develop Chiangmai Aviation Hub, and connecting logistic system, to lead to center of trade, investment, education, medication, healthcare service, including tourism in the region, connecting to Khong River group of countries (GMS) and South Asia (BIMSTEC).
Work Process:

Proactive Marketing: Studying, investigation, and researches to determine marketing strategies for trades, investment, and marketing promotion. 


2.3. Investment and other economic activities

Currently, the original economic base of the northern region is dependent-opened economy comprising of agriculture-manufacture sector and service sector for tourism. The northern region is considered as the 2nd poverty province of the country because its major economic activity depends on the agricultural products, whereas other regions has industrial sector as a key drive. Moreover, the northern region has been facing with natural resource deterioration that causes a significant effect to the quantity of agricultural products.

Strategies to solve problems of the Northern Region

There are various strategies to foster the investment in the northern region. The strategies could develop the succeed of the target business and enhance the standard of living for the people living in this area. Those economic strategies are as follows:

1. Promotion of international investments by taking an advantage of the location connected to neighbouring countries

2. Serious promotion of tourism and handicraft production. China and Vietnam now are main competitors in this area because they have low labour cost and produce imitating goods. 

3. Improvement of agricultural production process by applying new technology to produce massive outputs 

4. Campaign on the uniqueness of the original way of life of the people 

5. Conservation of natural resources, environment and forests 

Strategies to strengthen competitiveness

1. Transferring to new economic activities such as trading or commerce, frontier economic, software industry, international education and public health

2. Strengthening the potentials of local arts and culture

3. Maintaining the original economic activity in agricultural sector for long-term growth 

4. Preservation of natural resources

2.3.1. Role of the Northern Region on other regions and other countries
Regional level

The northern region is the location of GMS (Greater Mekong Subregion) that aims to encourage social and economic cooperation among the member countries.  China as a member of GMS is considere3d as the largest market.

National level
The development of tourism, investment promotion and improvement of raw materials and agricultural products when being linked with other economic activities in Thailand to could strengthen competitiveness of the country in all aspects.
2.3.1.1. Strategy for frontier development of the North:GMS and Ayeyawady-Chao Phraya-Mekong Economic Cooperation Strategy( ACMES)

 (GMS) Economic Cooperation
GMS (Great Mekong Sub region) comprises six Mekong riparian countries namely Cambodia, Lao People's Democratic Republic (Lao PDR), the People's Republic of China (PR China), Myanmar, Vietnam, and Thailand. The project has started since 1992 when the political turmoils lessen in the subregion. The objective is to foster economic cooperation and integration among the six countries of the Mekong Sub-region and to promote economic and social development through the economic linkage. 

Figure 2-3: Great Mekong Subregion
[image: image3.png]



Source: The handout presentation :An Overview of Economy and Investment on Chiangmai and the Northern Region by Mr. Suraphan Choonpicharn, Director of The Northern Economic and Social Development office, National Economic and Social Development Board
The Strategic Framework for the GMS

The First GMS Summit in 2002 endorsed the Strategic Framework for the GMS, which focuses on five strategic development thrusts:
   - Strengthen infrastructure linkages through a multisectoral approach.
 - Facilitate cross-border trade and investment,
 - Enhance private sector participation in development and improve its competitiveness,
 - Develop human resources and skill competencies, and
 - Protect the environment and promote sustainable use of the sub-region’s shared natural resources.

Ayeyawady-Chao Phraya-Mekong Economic Cooperation Strategy (ACMECS)

The Ayeyawady - Chao Phraya - Mekong Economic Cooperation Strategy (ACMECS) is a cooperation framework amongst Cambodia, Lao PDR, Myanmar, Thailand and Vietnam to utilize member countries’ diverse strengths and to promote balanced development in the subregion.
Areas of Cooperation
ACMECS member countries agreed to build activity-based cooperation in the following priority areas of cooperation.
1. Trade and Investment Facilitation: 
The Economic Cooperation Strategy shall capitalize on the comparative advantages of the ACMES countries to establish a prosperous and highly competitive sub-region. The objective is to facilitate the flows of goods and investments, which are crucial for job creation, income promotion and reduced socio-economic disparities.
1.1
Strengthen production and marketing potentials, expand trading activities and improve the flows of goods and services within and across markets;

1.2 
Explore various payment modalities to facilitate trade transactions and encourage the increased use of ACMES currencies for border trade transactions and explore the introduction of an account trade system.
1.3
Facilitate transit shipment of goods to provide better access to export outlets/ product distribution centers along the border areas.
1.4
Enhance trade facilitation in customs by simplifying customs procedures and strengthening customs administration.
1.5
Establish contact points to facilitate ongoing exchange of information/ Economic Cooperation Strategy Business Forum.
1.6
Enhance the competitiveness of the ACMES subregion for attracting sustainable levels of direct investment flows into the subregion
1.7
 Extend, where it is appropriate under the laws, the 100 percent shareholder status in industrial sector to investors from the ACMES countries and open up relevant industries for investments;

1.8
Enhance transparency and simplify rules, regulations and policies relating to trade and investment, including rules on, (a) licensing, (b) access to domestic finance, (c) payments and receipts and (d) repatriation of profits by investors.
1.9
Create attractive investment environment via the provision of major off-site infrastructure and regional supply systems, such as power and transportation.

2. Agricultural and Industrial Cooperation:

To strengthen and enhance cooperation efforts in agriculture and industry by establishing and improving infrastructure facilities, joint production, marketing and purchasing arrangements, research and development and exchange of information.
The objective is to strengthen agricultural cooperation by increasing productivity, improving market access and promoting investments in agriculture, livestock, fisheries and forestry among the ACMES countries.
2.1
Identify potential cash crops for joint development (i.e. soy bean, corn and castor bean) among the ACMES countries;

2.2
 Increase farmers’ production efficiency by broadening institutional frameworks to enable effective cooperation in production, research and development activities;

2.3
Develop and strengthen farmers and rural communities in economic, social and environmental management to promote sustainable development through enhanced human resource development programs.
2.4
Promote close consultation and cooperation of private sector of ACMES countries in investments in agriculture and agro-processing industries.
2.5
Enhance the competitiveness of agriculture sector through development and use of appropriate technologies to increase productivity and quality.
2.6
Integrate the production base by introducing appropriate technologies, expanding and improving supply chains of agricultural produce.
2.7
Promote information sharing, joint marketing and systematizing flows of primary goods from production areas to processing facilities and market networks.
2.8
Undertake analysis of the long-term supply and demand prospects of major food commodities (rice, corn, soybean, sugar, oilseeds, vegetable and fruit trees) in the four countries.
2.9
Provide support services in research and development.
2.10
Strengthen programs in food and agriculture technology transfer, training and extension to increase productivity and food safety.
2.11
Enhance cooperation in Sanitary and Phyto-Sanitary Standards.
3. Transport 
The objective is to develop and utilize transport linkages among The ACMES countries to facilitate trade, investment, agricultural and industrial production, and tourism.
3.1
Utilize existing routes and corridors in the ACMES countries by implementing existing ASEAN and Greater Mekong Subregion (GMS) Framework Agreements on Goods in Transit and Cross-border Transport and implementing Protocols Annexes to facilitate the movement of goods and people in transit.
3.2. 
Promote technical cooperation in areas related to transport linkages.
3.3. 
Promote possible public-private partnerships in transport linkage delivery system.
 4. Tourism Cooperation

The objective is to promote joint strategy for tourism cooperation among the ACMES countries in order to facilitate travels of people from outside and within the region.
4.1.
Conduct joint promotion and marketing of the sub-region and convene top-level tourism marketing missions to promote the ACMES countries;

4.2
Jointly promote existing and explore new forms of tourism development, in which the natural and cultural resources are preserved.
4.3
Cooperate to enhance tourism safety and security.
4.4
Develop a joint ACMES tourism website/ information database.
4.5
Establish a network of tourism training centers and develop trainers and training materials for employment across the ACMES.
4.6
Upgrade international border checkpoints to promote cross-border facilitation and ease travel into and within the ACMES countries.
4.7
Cooperate and promote air linkages among the ACMES countries.

5. Human Resources Development (HRD): 
 The ACMES countries will cooperate to increase capacity of their peoples and institutions to prepare them for global competitiveness through the following activities:
5.1. 
Identify each country's needs and expertise to mutually promote and implement capacity building and HRD in the strategic areas of Economic Cooperation Strategy activities and related sectors.
5.2. 
Intensify and strengthen existing institutional linkages and university networks.
5.3
 Develop Economic Cooperation Strategy integrated HRD strategy.
5.4
Promote and strengthen effective technical cooperation in HRD, R&D, infrastructure development, SME and supporting industry development, information and industrial technology development.
5.5
Identify and seek cooperation from other countries and international organizations for Economic Cooperation Strategy activities.

6.
 Public Health
-To promote research and development and enhance capacity building on public health issues.
2.3.2. Overview of the economy and investment

Figure 2-4: The production structure of the northern region in 2003.

 Source: The handout presentation :An Overview of Economy and Investment on Chiangmai and the Northern Region by Mr. Suraphan Choonpicharn, Director of The Northern Economic and Social Development office, National Economic and Social Development Board
According to the chart, the main production stemmed from manufacturing sector 20 percent, agriculture 19 percent and the rest for wholesale and retail trade.

Figure 2-5: A number of investment projects in the Northern Region from 1999 to 2003

Source: The handout presentation :An Overview of Economy and Investment on Chiangmai and the Northern Region by Mr. Suraphan Choonpicharn, Director of The Northern Economic and Social Development office, National Economic and Social Development Board
There were 40 investment projects in 1999. Then, the numbers fluctuated in the following years. Until 2003, 72 projects were given a support.
Figure 2-6: The amount of money spent on investments in the Northern Region in 1998 to 2003


Source:
Source: The handout presentation :An Overview of Economy and Investment on Chiangmai and the Northern Region by Mr. Suraphan Choonpicharn, Director of The Northern Economic and Social Development office, National Economic and Social Development Board

The amount of money that is spent on investment projects will alter in the same direction to a number of investment projects as shown in Figure 2-5
Figure 2-7: The amount of money spent on investments in the Northern Region by industries 1999 to 2003



Source: The handout presentation :An Overview of Economy and Investment on Chiangmai and the Northern Region by Mr. Suraphan Choonpicharn, Director of The Northern Economic and Social Development office, National Economic and Social Development Board

According to the chart, there are totally 314 projects for investments.  Most projects are agricultural investments with 89 projects, followed by the investment on electronics with 73 projects. 

Figure 2-8: The amount of money spent on investments in the Northern Region by industries from 1999 to 2003


Source: The handout presentation :An Overview of Economy and Investment on Chiangmai and the Northern Region by Mr. Suraphan Choonpicharn, Director of The Northern Economic and Social Development office, National Economic and Social Development Board
As seen from the chart, a great deal of money was spent on agricultural industry for approximately 17,600 million baht. Next, the governments spent the amount on electronic industry.

2.3.2.1. Economic activities for the Northern Region Development
1. Building a new economic base to link with the globe by taking an advantage of location and existing services as well as infrastructure by 
1.1) Developing an industrial base and transforming agricultural products through the  frontier to neighboring countries, in particular to Mynmar, for instance Maesod, Sukothai, Pitsanulok to Mynmar

1.2) Developing medical and health businesses with combination of modern knowledge and folk knowledge such as Lanna culture to meet the international standards

1.3) Encouraging industrial development with intellectual property 
2. Utilizing values of arts, local cultures and natural resources to be a source of incomes by
2.2)
Developing new tourist attractions for international conferences, sport world competition and excursion

2.3)
 Developing transportation system for tourism both internal region and across to other countries such as the road from Chiang Rai to South China to expand inbound and outbound market
3. Taking an advantage of location and human resources to increase efficiency and incomes 

3.1) 
Organizing a road map about safe agriculture and organic agriculture and publicizing the knowledge of economic impacts and environment.
3.2)
Encouraging upstream leading to development of safe and organic agriculture.

3.3) 
Supporting the investment in organic agriculture of the private sector and creating a link between entrepreneurs and agriculturists.

3.4) 
Supporting research and development, detection and standard warranty of organic agriculture.

3.5) 
Promoting rice cultivation in the lower northern region by conducting R&D about the need of Thai rice market in major international markets such as China and USA.  

3.6)
 Supporting economic development on the high land from self reliance to agriculture and tourism-based economy for niche market. With this strategy, it is necessary to categorize areas and targets by potential and opportunity in order to implement an appropriate development plan. Moreover, production activity development must not cause a negative impact on natural resources and environment.

3.7) 
Supporting creative ideas in applying local arts and cultural knowledge to design products and services to satisfy customer needs and external markets.

3.8) 
Developing tourist attractions in the region and tourism in the Maekong sub region.

4. Developing human resources and strengthening the social cost by

4.1) 
Developing the life quality of labourforce

4.2)
Creating employment and expanding job opportunities, particularly in SMEs

4.3) 
Improving social security to cover the poor and minor groups.

5. Conserving natural resources to be fertile for upstream and main rivers by setting zones for conservation. 
6. Promoting stability of trades and investments along the frontier by establishing relationships and cooperation with neighboring countries. Furthermore, supporting security equipment and controlling and preventing an epidemic and contagious diseases are also important. 
7. Fostering agricultural products to the world market through privileges of the Free Trade Area (FTA) and regional economic integration

2.3.2.2. Economic activities for Chiangmai

1. Promoting Chiangmai to be the economic center of the region and of the Greater Maekong Sub region as well as South Asia Region (BIMSTEC)
This strategy is designed to promote Chiangmai to be the Aviation Hub - the center of air transportation. To start with, the development of its logistic system is needed.  As a result, Chiangmai will become the center of commercials, investments, education, medical and health services. Moreover, tourism in Chiangmai should be promoted as the gateway to the countries of Great Maekong Sub region (GMS) and South Asia Region (BIMSTEC).
Figure 2-9: Chiangmai Aviation Hub
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Source: The handout presentation :An Overview of Economy and Investment on Chiangmai and the Northern Region by Mr. Suraphan Choonpicharn, Director of The Northern Economic and Social Development office, National Economic and Social Development Board

To develop Chiangmai to be a proactive market, it needs to study markets to design an appropriate strategy.  The information system needs to be developed to support a managerial network that will be useful to entrepreneurs and related industries.  Furthermore, to encourage continuous innovation, both public and private sectors are supported to take part in the targeted investments.  It also must be the development of main infrastructure such as transportation and telecommunication. 
2.  Developing the production sector and initiating new services based on folk culture and knowledge. 
There are several strategies to develop competitiveness of the production sector and to initiate new services based on folk culture and knowledge, regardless of creating an effective ICT system, educating workers and entrepreneurs, standardizing of services, and reforming human resource management.
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Source: The handout presentation :An Overview of Economy and Investment on Chiangmai and the Northern Region by Mr. Suraphan Choonpicharn, Director of The Northern Economic and Social Development office, National Economic and Social Development Board
3. Producing handicrafts with new innovation by blending the original culture with other cultures to increase competitiveness.

There is an attempt to make Chiangmai to be the handicraft city by exploring a new distribution channel, pushing more promotion, making worldwide advertisement, developing designs and packages more attractive, and developing a quality of raw materials and production process with new technologies.
4. Developing the potentials of tourism.

Chiangmai is the most attractive destination for tourists from all over the world with these aspects: natural resources, unique culture, agricultural products, and exciting recreation.  These factors are considered as important strategies to develop the city to be the city of tourism.

To promote Chiangmai to be the city of tourism, it needs to have cooperation between local people and the public sector as well as the private sector.  They must help to create and promote a good image of the city to worldwide.  New activities for tourism must be created.  Moreover, the development of basic infrastructure, basic safety and security and good environment is needed.  
5. Developing the agricultural products for competitiveness.

To strengthening competitiveness of the agricultural products, it must start at the production process with new agricultural technologies, promotion of healthy food products, and high quality of preservation.  For marketing expansion, it needs the government’s support in searching for new internal and external distribution channels and controlling the prices at a reasonable level as well as providing financial assistance to agriculturists.  
6. Promoting the new economic concept of His Majesty King Bhumibol Adulyadej of to tackling the poverty.

His Majesty graciously granted his advice on the self-sufficient economy in order to lift the quality of life of Thai people. Poverty is still a big social and economic issue in the country.  With the King’s economic theory, most poor people in rural areas will have adequate incomes and savings for their living.  It will generate a local job opportunity in their land, which will lead to the local development.  Therefore, those people should be clearly educated in this matter.

Abbreviation
GDP

: Gross Domestic Product

EU

: European Union

IMF

: International Monetary Fund

CPI

: Consumer Price Index

NESDB
: National Economics and Social Development Board

GRP

: Gross National Product

SME

: Small and Medium Enterprise

GMS

: Greater Mekong Subregion

BIMSTEC
: Bay of Bengal Initiative for Multi-Sectoral Technical and   Economic Cooperation
ACMECS
: Ayeyawady-Chao Phraya-Mekong Economic Cooperation Strategy 

Loa PDR
: Lao People's Democratic Republic
PR China
: The People's Republic of China
WTO
: World Trade Organization

FTA
: Free Trade Area

HRD
: Human Resources Development 

ICT
: Information and Communication Technology

R&D
: Research and Development

USA
: The United State of America
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� Bank of Thailand ,December 31,1999


� The Greater Mekong Subregion (GMS) consists of Cambodia, Lao PDR, Myanmar, Thailand, Vietnam, and Yunan Province of the People’ s Republic of China (PRC). Since 1992, GMS countries have embarked on a program of economic cooperation (the GMS Program) that aims to promote their development through closer linkages. The GMS Program, which is being supported by the Asian Development Bank (ADB) and other donors, covers both “the hard” (infrastructure development) and “soft” (multicountry agreements and reforms) aspects of cooperation. It involves the implementation of high priority sub-regional projects in transport, energy, telecommunications, environment, human resource development, tourism, trade, investment and agriculture.


Source: Ministry of Foreign Affairs, Kingdom of Thailand, � HYPERLINK "http://www.mfa.go.th" ��http://www.mfa.go.th�





� Bay of Bengal Initiative for Multi-Sectoral Technical and Economic Cooperation (BIMSTEC). BIMSTEC was set up in June 1997 to foster socioeconomic co-operation among Bangladesh, India, Sri Lanka and Thailand. Myanmar, Bhutan and Nepal. BIMSTEC’s objectives stretch from creation of economic and social prosperity based on equality, to enhancement of mutual benefits in economic, social and technological aspects.� Source :Ministry of Foreign Affairs, Kingdom of Thailand, http://www.mfa.go.th�


� Source: Division of Economic Relations and Cooperation Department of International Economic Affairs Latest Updated: December 2005





� Source: ACMES official site,http//www.acmecs.org
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