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1. Economic Environment and Economic Forecast

2 Global Trends2. Global Trends

3. Globalization and Business

4. The World Economy

5. Thailand’s SWOT analysis
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P d ti E dit IProduction = Expenditure =Income
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EmploymentEmployment
Inflation
Exchange RateExchange Rate
Export, Import
Oil P i C di P iOil Price, Commodity Prices
Etc.
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Source: Ministry of Commerce
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Why?Why?
We want to know the well-being of the 
economyeconomy
◦ Help generate useful policies
◦ Prevent severe impacts from recessions
◦ Etc.
It takes too long to gather important 
macroeconomic datamacroeconomic data
Some variables are easier to collect and can 
be used as proxiesbe used as proxies
What are they?
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Y = C + I + G + NX

where

Y = GDP

C = ConsumptionC  Consumption

I =  Investment

G = Government Spending

NX = Net export = Exports - Importsp p p
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Private Consumption Index (PCI)Private Consumption Index (PCI)
Household Electricity Consumption
Fuel Index
VAT (Real Terms)VAT (Real Terms)
Import of Consumer Goods (Real Terms)
Car index
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( )1. Private Investment Index (PII)

2 Manufacturing Production Index (MPI)2. Manufacturing Production Index (MPI)

3. Capacity Utilization

4. Business Sentiment Index
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Government RevenueGovernment Revenue
Government Expenditure
G t C h B lGovernment Cash Balance
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Government Cash BalanceGo e e as a a ce
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Export ValueExport Value
MPI of Export Producers
Import Value
No. of Foreign TouristsNo. of Foreign Tourists
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Export Growth (in terms of US$)Export Growth (in terms of US$)
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No. of Foreign Tourists and Occupancy Rate
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Inflation rateInflation rate
Unemployment rate
F i Di t I t t (FDI)Foreign Direct Investment (FDI)
Exchange Rate
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Number of workers who apply for unemployment 
benefitsbenefits
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Why?Why?
Economic conditions fluctuate
◦ Unexpected events are, by definition, not predictable.U e pected e e ts a e, by de t o , ot p ed ctab e
◦ But even a totally unexpected shock is likely to set in 

motion a predictable series of events.
If e kno hat ill happen e can stabili eIf we know what will happen, we can stabilize 
the economy
It takes too long to gather importantIt takes too long to gather important 
macroeconomic data
Some data can signal the future trend of theSome data can signal the future trend of the 
economy
What are they?y
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An inverted yield curve is usually followed by aAn inverted yield curve is usually followed by a 
recession the following year.

Sales of cars and housing will follow changes in 
short-term rates with an average lag of about two 
quartersquarters.

Changes in the stock market will affect capital g p
spending with a lag of two to four quarters.

Ch i h l f d ll ill ffChanges in the value of dollar will affect net export 
with a lag of three to six quarters. 

30



Business Cycle MovementBusiness Cycle Movement
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Figure out business cycle movement of eachFigure out business cycle movement of each 
indicator and compare it with business cycle 
movement of the target variablemovement of the target variable.

Ch th b t i di t th t l d thChoose the best indicators that lead the 
movement of the target variables.

L di I di◦ Leading Indicators
◦ Coincident Indicators

Lagging Indicators◦ Lagging Indicators
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In the U S each recession was predictedIn the U.S., each recession was predicted. 
However, they have predicted several 
downturns that never happeneddownturns that never happened.

Nonetheless they should not be ignoredNonetheless, they should not be ignored. 
This index did a very credible job in 
predicting the 2001 recession at a time whenpredicting the 2001 recession at a time when 
most economists missed it. 
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Country Name 2006 2007 2008 2009 2010 2011

East Asia & 

Pacific       4,942       5,492       6,292       6,427       7,408       8,484 

European Union     29,699     34,188     36,588     32,584     32,199     34,892 

S th A i         769         962         967       1 045       1 253       1 371 South Asia         769         962         967       1,045       1,253       1,371 

Sub-Saharan 

Africa         982       1,112       1,230       1,124       1,336       1,466 , , , , ,

China       2,069       2,651       3,414       3,749       4,433       5,445 

Thailand       3,078       3,643       3,993       3,838       4,614       4,972 

United States     44,623     46,349     46,760     45,305     46,612     48,112 

source: World Bank
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Source: United Nations, Department of Economic and Social Affairs, Population Division (2011): World Population Prospects, the 2010 Revision. New York 
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… ?
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Case Study 1 : Amazon KindleCase Study 1 : Amazon Kindle
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What is the 
problem?
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Case Study 2 : KFCCase Study 2 : KFC
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Adapt to the locals’ tastes
Use local management personels
Enter the appropriate market segment
Etc.
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Case Study 3 : Pepsi grows potatoes in ChinaCase Study 3 : Pepsi grows potatoes in China
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◦ Pepsi
KFC◦ KFC
◦ Lays
◦ Tropicana
◦ Quaker Oatmeal
◦ etc.
◦ (mostly processed food)y p
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◦ If you have to name only one then it◦ If you have to name only one, then it 
should be
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A id i i i i iAvoid rigorous price-cutting competition
Differentiate its products
Diversify its types of products

Tropicana
Quaker Oatmeal
Lays
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China’s food processing industry grows atChina s food processing industry grows at 
13.1% between 1980 – 2000.

◦ 30% of food is processed
◦ For western countries, about 80% of food is ,

processed.
◦ There are many small food processors in 

Chi 14% f h f i iChina, 14% of them are foreign enterprises.

Rapid growth of supermarkets opens anRapid growth of supermarkets opens an 
opportunity for the processed food industry.
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Poor infrastructure
Not enough electricity to store produces◦ Not enough electricity to store produces 
in remote areas
P il t◦ Poor railway system
◦ But the highway system is developing fast

58



Back in 2004 China produced aboutBack in 2004, China produced about 
20% of the world’s potatoes.

h d 18 kPotatoes consumption/head = 18 kg
◦ Western Europe = 90 kg

US 60 k◦ US = 60 kg

S ill 70% f f i ChiStill, 70% of frozen potatoes in China 
are imported. Why?
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The Chinese don’t grow the type ofThe Chinese don t grow the type of 
potatoes Lays wants.

Even when they grow, they don’t know y g , y
how to handle the potatoes

Results in low productivity
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Option 1 : Contract Farming (hire the localOption 1 : Contract Farming (hire the local 
farmers and train them to grow potatoes)

Option 2 : Invest in growing potatoes 
themselvesthemselves

O ti 3 O t t f i lOption 3 : Outsource to a professional 
potatoes supplier company called 
“Bl k G ld”“Black Gold”
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Vertical Integration – firms at different g
levels of the supply chain merge

farmers farmers

OR
processors processors

retailers retailers
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Outsourcing downstream firms buy fromOutsourcing– downstream firms buy from 
upstream firms.

-- Lays used to buy Potatoes from 
Black Gold Potatoes

farmers

-- Meji buys raw milk from milk farmersprocessors

-- 7-Eleven buys pasteurized milk from Meji and    
sell in their stores.

p

retailers sell in their stores.retailers
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GlobalGlobal
◦ US
◦ Europe
◦ East Asia and Pacific◦ East Asia and Pacific
◦ South Asia
Middl E◦Middle East
◦ Africa
◦ Etc.
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Some Background information
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Source: ministry of commerce and The World Bank
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Subprime 
Crisis
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Source: Bank of Thailand and The World Bank
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Source: The World Bank



Students from the 
Northeastern region g
tend to receive much 
lower scores

Students from Bangkok 
outperform studentsoutperform students 
from the rest of the 
country.

Distribution of O-NET scores
Source: The World BankSou ce e o d a
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Source: The World Bank
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Source: The World Bank



Investment in Innovation
Buy new machinesBuy new machines
Improve production 
technology
Create new product
Initiate business 
cooperationcooperation
Create 
brand, trademarks

Source: The World Bank

brand, trademarks
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Thailand’s KEI is
Rank 

in
Change 

from Thailand s KEI is 
getting worse

in 
2012

from 
2000

China and Vietnam 
may become better 
than us soon?than us soon?

Source: The World Bank
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S Th W ld B k
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Source: The World Bank
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Source: The World Bank



What are Thailand’s
S - Strengths
W WeaknessesW - Weaknesses
O - Opportunitiespp
T - Threats
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