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Dear Reader, 

The impact of the global economic crisis has been devastating for 

most economies. However, the recovery appears to be more 

perceptible in Asia than in the West, where the crisis has 

originated. This is because of quick responses to the crisis from 

various Asian countries. Malaysia responded by quickly opening 

up its markets and launching fiscal packages to stimulate its

economy. In the cover story of the current SACC issue, we 

highlight the address of Malaysian Prime Minister Yab Dato Sri 

Mohd Najib Tun Haji Abdul Razak's at the recent World Capital

Markets Symposium, in which he talked about the sweeping 

measures his country has initiated to liberalise foreign 

participation in the services sector.  Indonesia too is on the path

of economic recovery. Indonesia's Co-ordinating Minister for 

Economic Affairs Sri Mulyani Indrawati says the country's 

economy is expected to post a growth rate of 5.0 percent.  With 

both political and economic stability returning to Thailand, the 

country continues to be an ideal destination for foreign 

investment, says Dr. Atchaka Sibunruang Brimble, Secretary-

General, Board of Investment. This view has been reaffirmed by 

the experience of a visiting business delegation from Switzerland 

to Thailand. Cambodia continues to face economic challenges 

despite higher investment in agriculture and sustained foreign 

direct investment. In Laos, the economic downturn has increased 

the fears of popular protests, with the GDP growth revised 

downwards to 5.0 percent from the earlier projection of 6.5 

percent. In the Philippines, the thriving Business Process 

Outsourcing (BPO) appears to have emerged as a solution to 

neutralise the impact of the global meltdown. As Pakistan

appears to be gradually returning to both political and economic 

stability, the country's Prime Minister Syed Yusuf Raza Gilani has 

called upon foreign investors to take advantage of the improved 

situation. Vietnam, one of the most vibrant Asian countries, is 

planning to further boost its investment climate with the help of 

global agencies such as United Nations Conference on Trade

and Development (UNCTAD). Also, Vietnam's economic 

relations with Switzerland appear to have received a boost

during the recent visit to that country by the Swiss Secretary of 

State and State Secretariat for Economic Affairs Jean-Daniel 

Gerber. Switzerland has offered to train and strengthen 

Vietnamese human resources, especially through vocational 

training.  Despite the economic downturn, Korean exports are on 

the upswing and in the first four months of 2009, the country 
th

scaled up to the rank of the world's 10  largest exporter.

Wish you happy reading.

Barbara Möckli-Schneider

Chairwoman Laos, Cambodia, 

Myanmar Committe, Swiss-Asian 

Chamber of Commerce, Switzerland, 

Zurich. E-mail: sacc@sacc.ch
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Following are excerpts of a speech given 

by Yab Dato Sri Mohd Najib Tun Haji 

Abdul Razak, Prime Minister of Malaysia, 

at the World Capital Markets Symposium 

on the impact of the global financial crisis 

and the steps taken by his government in 

containing it. 

Asia's emerging role as a driver of global 

economic growth

requirements and scaling our export focus. 

We will concentrate on developing a high-

income economy driven by creativity, 

innovation and high value-add services.

These new approaches and the search for 

new methods of sustaining growth and 

prosperity make the timing of this 
The still developing impact of the crisis has inaugural World Capital Markets 
led to a sharp contraction in global Symposium particularly auspicious. There 
economic trade and output. This has is an urgent need for leading policy-
resulted in devastating consequences for makers, regulators, economists and 
economies, jobs, people and families all corporate leaders to share their 
around the world. experiences and views on how to best 

address our current challenges; on how 
Malaysia's response to this global 

best to guide our local, regional and global 
challenge includes a number of efforts to 

communities through this crisis. Certainly, 
open our economy and markets. We have 

many of you are eminently qualified to 
aggressively responded through a series of 

offer counsel on how best to address our 
fiscal stimulus initiatives representing 9.0 

shared challenges and the appropriate 
percent of GDP, to be spent over two 

developmental strategies that an emerging 
years. We recently announced sweeping 

economy like Malaysia must adopt to 
measures to liberalise foreign participation 

sustain growth.
in our services sector. As changing 

economic circumstances diminish the 

effectiveness of the export-led growth 

model, Malaysia is adapting to global 
The onset of the financial crisis also marks 

a watershed in the economic positioning 

between the Asian nations -- with high 

surpluses and savings  and the Western 

countries with deficits and cultures of high 

consumption. A second aspect of the 

global economic reform agenda must 

recognise and address this fundamental 

difference in societal participation and 

structural imbalance in the global trade for 

goods and services.

This can be a difficult task as the current 

economic structures reflect two decades of 

national policies that have perpetuated the 

expectation that the West will spend and 

the East will save. These market 

stereotypes can most directly be overcome 

through shifting the focus of global reform 

efforts from mending damaged balance 
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sheets in the West toward creating new generated some tension through their governments and investments.

growth opportunities in Asian countries high-profile acquisition of assets,
The rapid development of Asian capital with surplus savings. particularly in the resource based and 
markets will be a central consideration in strategic sectors.

It is in the world's interest to position Asia the evolution of a genuine and thriving

as an engine of growth so that its relative The Asian Sovereign Wealth Funds private sector in Asia. As more and more

stability may drive global economic phenomenon is an unintended by-product assets make their way into public

recovery. A consistent and coordinated of economic and development dynamics ownership via the capital market, there 

global policy will be required to ensure rather than a deliberately crafted one. The will naturally be increased requirements 

that Asia is able to increase its public vehicles that evolved to for higher levels of transparency and

consumption without affecting its intermediate domestic savings arose out of accountability on the management of

creditworthiness. To allow Asia to reduce expediency and reflect how savings these assets.

its current account surpluses without being accumulation outgrew private sector
The rest of the world looks to Asia as the vulnerable to speculative attacks on the capacity in many Asian countries.
next great opportunity for investment as it capital account.

As opposed to a threat, the Funds should offers the brightest economic growth

The deployment of Asia's surplus savings be viewed as representing the vanguard of prospects. For the same reason, Asian

and the development of its private sector prudent national savings management. countries should also seek to invest a

are also key components of this process. As The evolution of a substantial private higher proportion of their own savings

of April 2009, Asian countries are sector is entirely dependent on the within the region. This changing pattern of

estimated to have amassed USD2.7 trillion progress made in developing fully fledged capital exports will underpin the changing

in Sovereign Wealth Fund (SWF) assets. and active capital markets to distribute the character of Asian capitalism and will

The political interests of these Funds, in ownership of varied assets and to facilitate transform Asia from a collection of

conjunction with their size, have a diminishing relationship between fragmented markets into a highly

SACC - Perspective
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But Asia's rich heritage and vast growth connected, and much more stable, ensure a more dynamic capital market
potential mean nothing as long as network of vibrant capital markets. structure.
members of our population live in poverty 

We also recognise that to achieve global and struggle. It is up to us to create 
standards, we must be prepared to look at opportunity for the less fortunate members 

It is said that “Asia” has its origin in “asu” new ways, such as smart partnerships, to of our society and work to ensure their 
which means “sunrise” in Greek or “east” expedite capital market development. place in an evolving, vibrant economic 
in Assyrian. As its name suggests, Asia Smart partnerships look for synergies community.
represents a new dawn, a new hope and a between companies, government, or even 
new beginning. Rising affluence in a Asian countries have the resources and the separate countries that can provide 
continent that geographically bounds capacity to enact an agenda that will mutually beneficial results. This “prosper-
almost 30 percent of the Earth's land area ensure a more equitable distribution of thy-neighbour” view of partnership is a 
and more than 60 percent of its population growth throughout the region. We must model for healthy business relationships.
is propelling Asia to become a pivotal work closely together to seek common 
region in the global economy. Many have Malaysia will continue to drive the growthadvantage, eradicate poverty, and to lift 
already dubbed this “the Asian century”. of its markets by seeking opportunities to more of our population into the middle 

expand our partnerships to strengthen the income group. The strengthening of our 
Asia is rapidly transforming into a region connectivity of our markets with the rest of middle class will strengthen our local, 
br imming wi th oppor tuni ty  and the world. Already, ASEAN exchanges are regional, and global economic growth.
confidence and today faces a very different in the midst of developing an exchange 
set of opportunities and challenges than Just as we must seek a common solution to alliance to provide a regional platform as 
the generation of our fathers. The our global economic infrastructure, Asian well as to facilitate an increase in intra-
expanding presence of a new middle class, countries must cooperate in the building of regional cross-border trading of equities. 
thriving ranks of entrepreneurs large and our water, power, and transportation Bursa Malaysia has also forged close 
small, and the increasing role of women in infrastructures. These “goods that cooperation with Exchanges such as the 
the work force is altering the social and empower” will directly impact the have- NYSE Euronext and Korea Stock Exchange. 
economic landscape of Asia. Decisive nots in our communities and allow them to Bursa Malaysia in its effort to enhance 
action on our economic priorities now will participate in building an independent competitiveness and develop a robust 
provide our children, and their children, future. Creating cross-border opportunity derivatives market is also working with the 
far greater choice and opportunity. will also increase intra-regional trade and Chicago Mercantile Exchange (CME) 

capital flows; permitting the region to towards establishing cooperative cross Asia comprises over 50 countries, each 
benefit from efficient re-cycling of surplus link opportunities. I encourage Malaysian possessing a rich tapestry of culture and 
savings. Capital Market players and institutions to history. It is home to the world's earliest 

extend their global reach to explore more civilizations, the cradle of many great The Asian growth agenda must also extend 
alliance and partnerships to take religions, and offers the world unique beyond the pursuit of income and place 
advantage of global opportunities.characteristics and perspectives. The greater emphasis on ensuring sustainable 

respect for our past and focus on our future development. Through increased focus on Finally, we must view the challenges 
will allow the best of Asia's traditions to social and environmental issues such as arising from the current crisis as an 
enhance our pursuit  of  modern healthcare, the use of energy-saving opportunity to address matters which are 
economies, with technology and technology, education and through not working in our local, regional, and 
innovation sitting comfortably alongside human capital development, women's global economic environments. We must 
our heritage and culture. welfare and programmes that provide focus on strengthening international 

social support. partnerships and developing common 

ground from which to pursue common 
A major tranche of this growth agenda will 

objectives. We must choose to move 
arise from the development of healthy, 

forward with tolerance, a willingness to 
transparent capital markets. In Malaysia, 

resolve problems, and a deep recognition 
our strategy is based on reforming and 

of the value each of our disparate 
opening up the economy to increase 

communities provide. By choosing 
investment. We recently removed the 30 

opportunity and cooperation, we can 
percent bumiputra equity requirements for 

ensure that the rising economic tide will 
listed companies. The investment banking 

benefit all and, together, we can lay the 
and insurance sectors has also been 

groundwork for a truly global community. 
liberalised to allow for greater foreign 

investment. The intent in all of this is to 

Asia's growth agenda 

�Audience at World Capital 
Markets Symposium



Sri Mulyani Indrawati,

Coordinating Minister for 

Economic Affairs, Indonesia

Indonesia's Coordinating Minister for promoting economic growth amid the

Economic Affairs Sri Mulyani Indrawati is present global slowdown."

optimistic that the country's economy will 
A. Economic growth in 2005-2008 

achieve 5.0 percent growth in 2009. The 
underpins 2009 growth projection

Minister expressed this view at her office 

in Jakarta on 5 January 2009 during a In other part of her speech, Sri Mulyani 
dialogue with media editorial staff and explained the various areas of progress in 
economists on “EVALUATION OF THE the economy, as demonstrated by three 
ECONOMY IN 2008 AND OUTLOOK key economic indicators:
FOR 2009." The Coordinating Minister 

Accelerated economic growth. The period was accompanied by eight other ministers 
following the 1997/98 monetary crisis has in charge of economic portfolios.
been marked by renewed economic 

Sri Mulyani explained the following: growth, most importantly during 2004-
“Although faced with the impact of the 2008 (Chart 1). This acceleration has also 
global financial crisis, the Indonesian been supported by improved equilibrium 
economy will be able to chart 5.0 percent in sources of economic growth, with 
growth in 2009. This prediction is based investment taking on greater importance 
on an evaluation of Indonesia's economic alongside continued high growth in 
performance during the past five years and private consumption (Chart 2).
the budget outcome for the recently 

In tandem with the successful creation of completed 2008 fiscal year. The 2008 
macroeconomic stability (exchange rate budget deficit at only 0.1 percent of GDP, 
and inflation), Indonesia's per capita well below the originally planned 2.1 
income measured in US dollars improved percent of GDP, affords the Government 
1.8 times over the end-2004 position to greater headroom for implementing pro-
edge past USD2,000 at end-2008. g r o w t h ,  p r o - j o b  a n d  p r o - p o o r  

programmes. The Rp 52.3 trillion unused 
• Poverty Reduction. Poverty has been 

portion of budget expenditures in 2008 is a 
successfully reduced through economic 

blessing in disguise in the current global 
growth combined with price stability in 

financial crisis, as the Government is able 
essential items, despite a surge in poverty 

to appropriate part of this money to 
during 2005-2006. The latest socio-
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Indonesia on Path of 
Recovery, Hopes for 
5 pc Growth in '09 

Post-Crisis Acceleration of Economic Growth
GDP per Capita (USD)

Chart 1: Post-Monetary Crisis Acceleration in Economic Growth
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given that the 1997-1998 economic crises 

all but wiped out the gains of the previous 

30 years. The economic crisis that now 

dates back 10 years has left a deep trauma 

in its wake, eroding public confidence in 

the nation's economy. Despite this, the 

Government has pursued some unpopular 

policies, such as the fuel price hikes in 

2005 and early 2008, with successful 

results. These policies have succeeded in 

stabilising and revitalising the economy.

In the medium and long-term perspective, 

Indonesia still needs to attain higher levels 

of economic growth over the coming 

decade for several reasons. First, changes 

economic census data for March 2008 expectations and the targets of the in technology have reduced elasticity in 

shows that poverty has reached new lows. government itself, published in the job creation per 1.0 percent of economic 

The poverty reduction has been achieved National Medium-Term Development growth. Thus if we wish to lower 

in both rural and urban areas. Plan (PJMN) for 2004-2009. The high level unemployment to about 4-5 percent, 

of public expectations is understandable, Indonesia's non-oil and gas sectors will 

Unemployment Down. From the 1998 

e c o n o m i c  c r i s i s  u n t i l  2 0 0 5 ,  

unemployment mounted both in total 

numbers and percentage of the workforce. 

Since 2006, however, accelerated 

economic growth has resulted in positive 

net employment, thus bringing down 

unemployment in absolute terms and 

percentage of the workforce. This 

expansion in employment has been 

supported by job creation in the formal 

sector.

CHALLENGES AHEAD

Nevertheless, Sri Mulyani acknowledged 

that these achievements fall short of public 

Table 1: Poverty Reduction
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Poverty by Various Measures

1996 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

BPS

Total numbers** 34.1 49.5 47.97 38.7 37.9 38.4 37.3 36.1 35.1 39.3 37.2 35.0

Percentage 17.5 24.2 19.1 18.4 18.2 17.4 17.4 16.7 16.0 17.8 16.6 15.4

Poverty Line, PPP USD 1 per capita/day (World Bank)

Total numbers 15.4 na 24.9 20.9 19.7 15.5 14.5 16.5 13.6 19.5 15.5 14.2*

Percent 7.8 na 12.0 9.9 9.2 7.2 6.6 7.4 6.0 8.5 6.7 5.9*

Poverty Line, PPP USD 2 per capita/day (World Bank)

Total numbers 99.6 na 135 125.3 125.2 115.6 110 109.1 102.1 113.8 105.3 100.7*

Percent 50.5 na 65.1 59.5 58.7 53.5 50.1 49 45.2 49.6 45.2 42.6*

*) projection **) Population living in poverty (millions)
Sources: The Central Statistics Agency (BPS) and the World Bank

Chart 2: Improved Equilibrium and Sustainability in Sources of Growth 
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These healthy developments have helped Based on the above arguments and have to maintain a consistent level of 
rebuild world confidence in the assumptions and the policy responsesgrowth throughout the coming decade at 
government. A report published by the adopted by the government since mid-over 7.0 percent. This is a worldwide 
Growth Commission, headed by Nobel 2008 and envisaged for 2009, thephenomenon compelling many countries 
laureate Professor Michael Spence and government is optimistic that theto undergo a reorientation in their 
composed of various eminent persons Indonesian economy will chart 4.5economic development strategies. 
from all over the world, identified percent-5.5 percent growth during 2009Second, poverty in Indonesia remains 
Indonesia as one of the 15 nations capable with a base case at 5.0 percent. In 2010, high. Most families in Indonesia continue 
of sustaining high growth in the past and economic growth is expected to recover toto live just above the poverty line. Higher 
having potential for accelerated growth in the 5.5 percent-6.0 percent range.growth during the coming decade will be 
the future. Similarly during 2008, necessary not only to bring down absolute 

Sources of demand-side growth are 
Indonesia was invited along with five other poverty (now at about 6.0 percent), but 

presented in Table 4. Private consumption 
countries, China, India, South Africa and also to reduce the numbers of the near-

and investment will provide a major 
Brazil, to join the club of Enhanced poor, which account for almost half of the 

driving force for economic growth in 
Engagement Countries (OECD). As an Indonesian population. These near-poor 

2009. The Government predicts a 
initial step, Indonesia has now been households are vulnerable to shocks, 

slowdown in the economy throughout the 
accepted as a full member of the OECD ranging from individual to global or 

first half of 2009, followed by gradual 
Development Centre. systemic. Support for this group will be 

recovery in the second half of the year. 
vital to stimulating the domestic economy 

A. Outlook for 2009 This growth pattern is consistent with the 
and the democratic transition process, 

forecast for the global cycle and 
given that this group represents an The pressures and uncertainties bearing 

government spending patterns. In 
important section of the middle class. We down on global economic conditions add 

Indonesia, 2009 is an election year. Party 
also need to restore the performance of considerably to the difficulty of forecasting 

campaign activities will reach their height 
tradable sectors, which has lagged behind economic conditions in the short-term. 

at the end of the first quarter and early in 
in the economic growth creation process However, Table 3 shows that the 

the second quarter. Following this will be 
over the past five years. Rapid growth in economic growth projections by a range of 

the election of the president. This election 
tradable sectors is essential to finance international institutions and investment 

cycle will bolster demand and economic 
investment and sustain external debt banks do not differ widely from the latest 

activity.
service payments in future years. government forecast of 4.5 percent - 5.5 

percent growth in 2009. At the sectoral level, only a few sectors are 

expected to chart high levels of exports 

and dependence on imports. In theoretical 

terms, a moderately open economy will From a regional perspective, the 
allow fiscal policy will be effective. Some Indonesian economy is performing well. 
tradable sectors are even predicted to Table 2 presents the progress in a range of 
decline, but not to the extent feared by economic indicators in selected Asian 
many. One example is coal. Order books countries following the 1998 economic 
at large coalmining companies are full crisis. Indonesia has charted one of the 
until 2011, not including the added coal to best growth rates in Asia, particularly 
be used by the PLN state electricity during 2005-2008. Macroeconomic risks 
concern as power plant projects to bring have also been brought under greater 
10,000 MW on stream progressively reach control. The most important challenge 
completion. The textile and garments confronting Indonesia is that of subduing 
industry is also expected to benefit from inflation on par with other countries in the 
the election cycle, which will offset falling region.

GROWTH COMPARED WITH OTHER 

ASIAN ECONOMIES

Progress by Asian Countries since 1997/1998 Economic Crisis (% or % of GDP for External Debt)

Economic Growth Inflation External Debt Unemployment
1997-04 2005-07 2008 1998 2008 2002 2008 2000 2008

Indonesia 1.5 5.8 6.2 58.4 11.0 64.9 30.7 8.3 8.3

Thailand 5.0 5.0 4.5 8.1 3.0 48.8 29.9 2.4 1.4

Malaysia 5.6 6.0 5.7 5.2 4.3 48.4 31.3 3.5 3.3

Philippines 5.9 4.8 2.7 9.3 4.5 69.8 45.4 11.2 7.3

South Korea 6.1 5.0 4.1 7.7 3.0 25.8 39.4 4.4 3.5

Sources: IMF, International Financial Statistics

Table 2

Institution 2008 2009

ADB 6.0 4.4

World Bank 6.0 4.5

IMF 6.0 4.5.

The Economist 6.0 3.3

Deutsche Bank 6.0 4.5

Danamon 6.2 5.0

Danareksa

Investments 6.2 5.8

Bank Indonesia 6.2 4.9

The Government 6.2 4.5 -5.5

Table 3: Growth Projections 

for the Indonesian Economy
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companies, including underwriting for 

small and medium enterprises.

• Expanded trading in sharia-compliant 

products on the capital market 

The fiscal consolidation carried out during 

the 1999-2007 periods has brought 

sat is factory results,  not only in 

strengthening fiscal sustainability but also 

in providing adequate fiscal space to 

stimulate the domestic economy. The 

essence of the fiscal consolidation lies in The major policies in the crisis response demand from the global market albeit with
the improved structure of state revenues, focus on key elements, including the reduced margins.
greater effectiveness of government strengthening of financial sector 

The cycle of election activities will also expenditures at the central and regional resilience, fiscal consolidation, delivery of 
halt the decline in demand in tertiary levels and reduced fiscal risks, particularly a stimulus for real sector development and 
sectors such as trade, hotels, restaurants, in regard to budget deficit financing.accelerated construction of infrastructure.
transportation and communications. 

The 2008 Budget outcome shows These sectors are expected to see reduced 
significant changes in departure from this growth, but will not stagnate. Accordingly, 

To bolster financial sector resilience in the fiscal consolidation. First are changes on job layoffs are predicted to have relatively 
face of the global crisis, the Government the revenue side. The revenue structure is moderate impact compared to other 
will build on a series of actions taken in in a healthier condition, bolstered by an countries.
2008 by continuing to prioritise measures increased proportion of non-oil and gas 

The agriculture outlook remains strong for to safeguard financial stability while receipts and especially higher income tax 
2009, although slightly less buoyant than moving forward with financial sector revenues. During 2008, the number of 
in 2008. Domestic market-oriented reforms. The financial sector coordinating registered taxpayers climbed past 10 
agriculture, such as food crops and mechanism will be strengthened further million. The sunset policy to be extended 
livestock farming, will in fact grow faster or through the following actions: to February 2009 is expected to provide an 
at least on par with the average for the past added boost to numbers of registered 

Completion of the deliberations of the 10 years. Food crop cultivation is taxpayers. This policy is aimed not only at 
Draft Law on the Financial System Safety predicted to advance 4.0-4.5 percent, increasing state revenues, but also curbing 
Net, following the Indonesian Parliament while livestock farming is set to grow 1.7- the risk of fluctuation in tax revenues 
rejection of Government Regulation in 2.1 percent. Downward pressure on through broadening of the tax base. At this 
Lieu of Parliamentary Law Number 4 of growth will be more evident in the estates time, tax revenues are heavily dependent 
2008 concerning the Financial System and fisheries sectors. on a small number of taxpayers. For 
Safety Net;

example, in 2007, 56 percent of personal 

income tax revenues came from only 1.0 Finalisation of the Financial Crisis 

percent of taxpayers.Management Protocol and initial 

application.
Second is the improving trend in tax 

Concerning efforts to anticipate the impact 
revenues. The tax ratio widened from 12.5 • Financial sector reforms will be taken 

of the global financial crisis, Sri Mulyani 
percent in 2005 to 14.1 percent in 2008. forward in a range of actions including the 

explained that the Government has 
Third, on the expenditures side, following:

responded quickly not only to cushion the 
government spending is moving towards 

impact of the global crisis, but also to • Improved protection for insurance an optimum level of effectiveness. 
prepare stronger foundations for policyholders Naturally, there is some expenditure that 
accelerating the rate of sustainable 

still cannot be realised. This, however, is • Strengthening of venture capital economic growth in the medium-term. For 
partly explained by the improved companiesthis reason, Government policy in 2008 
procurement system following the 

and 2009 aims not only to resolve short-
• Tightened oversight of pension funds and introduction of e-procurement that has 

term issues, but also to lay down more 
multi finance companies achieved up to 15 percent expenditure 

robust foundations and strengthen the 
savings. Fourth, there is steady 

• Development of credit insuranceunderpinnings of the nation's economy.
improvement in expenditures in areas 

FISCAL CONSOLIDATION

FINANCIAL SECTOR

Policy for Addressing Negative Impacts 

of the Crisis and Laying Foundations for 

the Medium-Term

Table 4: Economic Growth

by demand side, 2001-2009 (%/annum)

 2001-04 2005-2008 2008 2009

Domestic Demand 5.1 5.7 7.7 5.7

 - Private Consumption 4.2 4.5 5.4 4.8

 - Government Consumption 8.9 8.0 10.7 10.4

 - Investment 6.5 8.0 12.6 6.5

 - Exports 5.9 10.4 13.7 5.9

 - Imports 7.2 10.5 13.6 6.1

GDP 4.8 6.0 6.2 5.0

Source: Adapted from BPS data and Coordinating Ministry for Economic Affairs 
estimates
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• Transhipment ports.essential to development, including Investment in Designated Business Lines 

education and health, as well as and/or Designated Regions. The 
INFRASTRUCTURE CONSTRUCTION 

infrastructure. The present challenge amendment encompasses several
FACED WITH THE GLOBAL ECONOMIC 

concerns how to ensure that the increased improvements in provision of income tax
CRISIS

expenditures are reflected in quality relieve for investments.

improvements both in stock and the Experiences in various countries and 
Under Government Regulation No. 62 of 

delivery processes for public services. existing theories point to the importance of 

the government role in continuing to build 

infrastructure amid the global economic 

slowdown. For this reason, the line 

ministries and other government agencies 

in charge of infrastructure are expected to 

take various measures to anticipate the 

spill over effects of the global economic 

slowdown in 2009. Actions to be taken for 

government projects include (1) 

accelerated tendering process under the 

2009 budget, e.g. by commencing tender 

announcements at the end of 2008; (2) 

accelerated process for disbursement of 

project budgets, providing market actors 

with greater flexibility in cash flow 

management; and (3) accelerated 2008, tax relief on investment has been Fifth, this consolidation will ultimately 
implementation of projects funded by expanded to include 8 (eight) new lines of lead to improvement in Indonesia's 
external debt.business as follows: macroeconomic risks. Chart 4 shows the 

progressive decline in the ratio of official For greater effect in job creation, the • Livestock farming
debt to GDP and ratio of external debt to government has allocated capital 
GDP. This reduction in risk is also ahead of • Processing of forestry products from expend i t u r e s  f o r  i n f r a s t r uc tu r e  
the prevailing trend in other Asian timber estates construction totalling at least Rp 72 
economies. Accordingly, the fiscal trillion, distributed among various line 

• Low rank coal mining development and consolidation process is expected to ministries and government agencies as 
extractionprovide added momentum for the shown in the chart below. 

upgrading of Indonesia's sovereign rating 
• Geothermal energy production

Likewise, infrastructure development is to investment grade over the coming two 
vital to creating jobs for the workforce and years. • Dairy and dairy food industries
promoting the use of domestic products. In 

• Oil refineries this regard, it is necessary to plan for labour 

intensive development of infrastructure, 
• Construction of mini-scale natural gas 

but needless to say without sacrificing To promote growth in the real sector, the refining and processing plants
quality. This will require field technical Government has allocated a fiscal stimulus 

• Synthetic fibre manufacturing support and training to safeguard the through tax cuts for food staples, 
quality of construction. Similarly, to agriculture and manufacturing, including Six new business lines are also eligible for promote domestic industry, it is necessary VAT exemption for 17 industries. In tax relief when operating in designated to boost the use of local technology and addition, the Government provides import regions: domestically produced raw materials.duty relief for nine industries. Allocations 

• Food crop cultivationof the two stimuli prescribed in Minister of Almost all new infrastructure projects must 
Finance regulations total almost Rp 12 be preceded by land expropriation. At this • Horticulture development
trillion. time, many obstacles persist to the 

• Leather, leather goods and footwear expropriation of land for infrastructure In further actions, the Government has 
manufacturing construction. Even though the government issued Government Regulation No. 62 of 

has a relatively well developed legal 2008 concerning Amendment of • Electrical accumulator and solid battery 
framework that has undergone several Government Regulation No. 1 of 2007 manufacturing
amendments to accommodate principles concerning Income Tax Relief for 
of fairness and to protect the rights of • Fishing boat building and repair industry

ST IMULUS FOR REAL  SECTOR 

GROWTH

Domestic Debt to GDP Ratio

External Debt to GDP Ratio

Chart 4: Fiscal Debt to GDP Ratio
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stakeholders will pursue corrective 

measures and other improvements at the 

operational level to support more efficient 

and consistent implementation of the 

existing regulations.

To ensure the efficient, effective, 

a c c o u n t a b l e  a n d  t r a n s p a r e n t  

implementation of infrastructure projects, 

it is necessary commence with a properly 

ordered procurement process. The 

government will introduce e-procurement 

in order to provide for broader 

participation in the infrastructure 

procurement process through use of 

information technology.

The 2009 Budget envisages substantial 

allocations for central government 

transfers to the regions, consisting of Rp 

24,819 trillion in General Allocation 

Funds (DAKI) and Rp 8,856 trillion in 
citizens, many obstacles continue to be tapped by investors for land expropriation. Special Autonomy Funds.  Part of these 
discovered. The most important constraint funds will be used to finance infrastructure 

To promote and accelerate the 
is the absence of an efficient or effective construction programmes. To ensure that 

construction of infrastructure funded by 
dispute resolution mechanism when the funds are used for their intended purposes, 

the Budget and through public-private 
government fails to reach agreement with the government will put into place a 

partnerships, the Government will pursue 
land owners fail on prices. To resolve the control mechanism for use of the transfer 

a range of strategies, including a 
issue of fluctuating land prices, the funds to ensure that funds are used as 

shortening of the time required for land 
government has set aside Rp 4.89 trillion. appropriate to the infrastructure 

expropriation that now often poses 
These funds are expected to remove the construction programme adopted at the 

formidable obstacles to the construction of 
delays holding up toll road construction in national level.

transportation and other infrastructure. In 
Java. Similarly, the Government has set 

this regard, the various government 
aside a revolving Land Fund that can be 

NO. INDUSTRY VAT SUBSIDY (Rp millions)

IMPORTS DOMESTIC

1 Steel industry raw materials 1,200,000

2 EPC electrical equipment for 10,000 MW Thermal Power Plant Construction 720,000

3 Mini ice production machines for fisheries 500,000

4 Cold storage warehouse machinery for fisheries 250,000

5 Fabric for garment manufacturing 1,000,000

6 Leather, soles and rubber compoents for footwear manufacturing 520,000

7 Shipbuilding raw materials and components 185,625 185,625

8 Raw materials for automotive bodywork industry 218,300

9 Silver raw material for handicrafts/jewellery production 38,544

10 Railway rolling stock components and raw materials 79,000

11 Film production raw materials and equipment 141,500

12 Crumb rubber 250,000

13 Rattan for furniture production 100,000

14 Fish/shrimp food 150,000

15 Non-subsidised biofuels 187,500

16 Cooking oil 800,000

17 Oil, natural gas and geothermal energy 2,500,000

TOTAL 2,827,125 6,198,969

TOTAL VAT SUBSIDY FOR IMPORTS AND VAT SUBSIDY FOR DOMESTIC GOODS 9,026,094

NO. INDUSTRY IMPORT

DUTY

SUBSIDY

(Rp millions)

1. Ballpoints 25,390

2. Heavy equipment raw materials and components 220,560

3. Low capacity thermal power plant raw materials and components 14,037

4. Dairy raw materials (skim and full cream milk powder) 256,680

5. Methyltin mercaptide additive materials 1,488

6. Automotive manufacturing raw materials and components 795,200

7. Electronic components 323,400

8. Telematics (fibre optics and telecommunications components) 70,000

9. Shipbuilding raw materials and components 226,600

10. Additive materials for sorbitol production 1,058

11. Raw materials and equipment for film production 25,000

12. Electricity 14,000

13. Medical equipment 11,400

14. Aircraft 416,000

TOTAL 2,400,813

Table 5 : VAT EXEMPTION

Table 6: IMPORT DUTY EXEMPTION
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 Policymaking process

�

2009 Budget law, such as explained in the near future in consultation with 

above, the Government still has to finalise various stakeholders and in compliance
Coordinating Minister Sri Mulyani programmes and budget allocations using with the applicable laws and regulations, 
explained that in addition to the part of the expenditure surplus from the thus ensuring appropriately targeted and 
programmes and budget allocations 2008 Budget. These items will be finalised effective policy implementation.
approved by Indonesian Parliament in the 

Department of Public Work

Department of Transportation

Department of Energy and Mineral Resources

Ministry of Finance

Department of Maritime and Fisheries Affairs

Department of National Education

Department of Religious Affairs

Department of Health

Domestic Debt to GDP Ratio

Trilion IDR

Chart 5



Thailand has been through challenging to the Office of the Prime Minister. The 

times during the past one year and political Prime Minister's direct involvement with

stability has been restored. Now, the BOI at this time emphasizes this 

economic stability is the country's top government's policy, as stated in

priority in order to reiterate and strengthen Parliament, to focus on reviving the

Thailand's commitment to encourage the economy as well as restoring confidence 

flow of foreign investment. Dr. Atchaka of foreign investors. In Parliament, the 

Sibunruang Brimble, Secretary General of Prime Minister stipulated four urgent 

Thailand's Board of Investment (BOI), policies that would be implemented. First, 

makes it very clear in an interview with to boost confidence in and stimulate the

khun Sukhavichai Dhanasundara, overall economy in order to promote 

Country Manager for the Swiss-based investment and consumption among the

Brainforce International (Thailand) Co. people and the private sector. Second, to 

Ltd. on behalf of the Swiss Asian Chamber maintain if not to increase the people's

of Commerce Zurich, Switzerland (SACC), income. Third, to reduce the cost of living 

that her organization has launched several for the people and fourth, to create 

initiatives to ensure that her country sustainability in such strategies by

remains an ideal destination for investors. establishing a Committee of Economic

Following are excerpts from the interview. Ministers and a Joint Public-Private Sector

Committee to share ideas and cooperate to 

resolve economic problems. 

Actually, my first priority in assuming the 

post of Secretary was to address and 

process the backlog of investment projects 

in the pipeline totalling over Bht. 259 

billion. During my first two months we 

were able to approve 358 investment 

applications totalling about Bht. 159 

billion. At the same time, at the end of 

December 2008, additional applications 

totalling about Bht. 190 billion were also 

filed. Now, under the current government, 

Actually, this is not the first time that the reviewing and approving these investment

Prime Minister has taken a leading role in projects in a timely fashion is the

the BOI. In the previous government established priority of the BOI.

under the Democratic Party, when Khun 

Chuan Leekpai was Prime Minister, Khun 

Abhisit was Minister attached to the Office 

of the Prime Minister, with responsibility Actually, there are many SMEs included. 
for overseeing the BOI. At that time and Also, I believe in the important and 
since establishment, the BOI was attached catalytic role of SME in establishing 

First of all, on behalf of the Swiss Asian 

Chamber of Commerce in Zurich I would 

like to thank you for your time and kind I understand that you and the BOI have

consideration for giving us this interview. also launched some initiatives to

The past one year has been very implement these policies.

challenging for Thailand in terms of 

political stability which seems to be now 

sailing in much calmer waters. The next 

12 months, however, will certainly be a 

challenge in terms of economic stability 

and wellbeing for Thailand. I understand 

that Prime Minister Abhisit Vejjajiva has 

also taken the Chairmanship of the BOI 

and is channelling certain key strategies 

and policies of the government through 

the BOI. 

Are these all large projects of 

multinationals?
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Bangkok, Thailand

E-mail: duangjai@boi.go.th

Thailand will Remain an 

Ideal Investment Destination
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sustainable industrial growth.  In fact, the need to match their requirements criteria. Fifth, tourism and real estate related

BOI has formed an SME working We expect over 300 Thai and foreign SMEs businesses,  and sixth,  high-tech 

committee to create links between small to participate in the exhibition. agricultural material based business such

parts suppliers and large manufacturers, as sweetener, dextrin, and modified start 

and has allocated Bht. 47 million to manufacturing. These six sectors are

facilitate SME growth. These funds are to considered the priority investment targets.

be used as an incubator service, where 

grants will be offered to companies that are 

doing research in innovative products and 

processes. We at the BOI recognize that under the 

current global economic conditions, it is Investors who submit projects under these

necessary to enhance the promotional six activities and located in any province 

packages offered to investors if we are to excepting Bangkok during the Investment

compete with neighbouring countries. Year period, that is by December 31st 

Therefore, the year 2009 has been 2009, will be eligible for several special 

declared the Thailand Investment Year by incentives namely, exemption on import

the BOI with strong support from the duties for machinery, an eight-year

government to make it possible. Several exemption on corporate income tax plus a 

special investment promotion packages further reduction of 50 percent for the 

This is the “SubCon Thailand 2009” offering maximum incentives to specific subsequent five years, double deduction

Exhibition sponsored by the BOI and activities have been launched. These as expenses for transportation, power, and

scheduled from 13 to16 May 2009 at the packages are directed towards six target water consumption costs for 10 years, and

BITEC in Bangkok. Actually, this will be activities. First, the energy saving and a 25 percent deduction of infrastructure,

Thailand's first fair for subcontracting alternative energy related businesses such installation and construction costs in

industries. It will feature competitive SMEs as agro-based fuels, or energy saving addition to normal depreciation. In fact,

who are subcontractors for a wide range of machinery or equipments. Second, high- these incentives were usually limited to

industries such as components and parts technology related businesses such as investments located in zone three areas, in 

for the automotive and electronic functional fibre, medical equipments, the deep rural areas. For this year,

industries. This exhibition gives a unique vehicle parts or advanced ceramics investments in Zone 2, just outside of 

opportunity for specialized SMEs to grow manufacturing. Third, development of Bangkok can enjoy the same privileges.

their business and establish new market environmentally friendly materials and

links and opportunities. International products ,  including eco- f r iendly

buyers and Tier 1 part manufacturers can chemicals, and eco-friendly products.

readily identify the subcontractors they Fourth, mega-project related business.

This year the BOI will open new overseas 

offices to expand and strengthen its links to 

the key  global economies. Already in the 

November last year we opened a new 

office in Taipei, Taiwan and this year will 

see new offices in Beijing and Guangzhou, 

China, Sydney, Australia, Seoul, Korea, 

and Stockholm, Sweden. In Europe, we 

already have offices in Frankfurt and Paris. 

The purpose of these offices is to improve 

on communications and responses to meet 

the needs of foreign investors. Investments 

are a long-term relationship, and we want 

to maintain and grow these relationships 

by being able to communicate and interact 

directly with the parent companies of 

I also understand that the BOI has 

declared this year to be the Thailand 

Investment Year with several special 

incentive programs. Could you further What type of special incentives are 

explain about this program? offered by the BOI to these six priority 

activities?

I understand that an off-shoot of this BOI 

policy is to organize a major unique 

exhibition to promote SMEs in the 

subcontracting segment. Could you 

elaborate for our SACC Members as many 

are SMEs and perhaps can identify 

potential business or joint venture 

opportunities.

In addition to launching additional 

incentives and making i t  more 

attractive for investors to locate into 

Thailand in terms of policies, what 

other key activities have been launched 

by the BOI? 
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potential investors into Thailand. the 240 BOI promoted Swiss projects since 

1979. Thailand Investment Year 2008-
I know that you and the BOI also 

2009 and the strong cooperation between 
e n c o u r a g e  a n d  m a i n t a i n  c l o s e  

the SACC and the BOI resulted in 10 Swiss 
relationships with the Foreign Chambers 

investment projects receiving approval last 
of Commerce in Thailand as part of this 

year, with a total value of 980 million baht. 
Certainly, and specially this year, being the relationship development. 

Swiss companies realize the numerous 
Thailand Investment Promotion Year, the 

competitive advantages available here in Yes. It is an important part of our BOI and myself, will engage in an 
Thailand, and it shows; the metal and partnership with the foreign business extensive schedule of road shows 
machinery industry, the electronics community to promote more investments. throughout the year, to let investors know 
industry, and the service sector have all We consider this link and interaction that Thailand remains an attractive 
seen significant investment in recent years. between the BOI and the Foreign investment destination. We will work with 

Chambers of Commerce to be crucial in foreign chambers of commerce in Some of the major Swiss investors in 
getting reliable and timely feedbacks, Thailand and abroad, such as the SACC, to Thailand include Maxtor Manufacturing, 
opinions, and often suggestions, on how set up these road shows as well as ask Proctor and Gamble, Double A Paper, 
the BOI, as well as the Thai government, chamber representatives to speak at events ETA, and Nestle. 
can work closely with the foreign business in their home countries to share their 
community and grow the Thai economy experiences with interested potential new 
together. Last year alone the BOI investors. In fact, we consider our foreign 
participated in three meeting of the Joint guest speakers from the various chambers 
Foreign Chambers of Commerce as our best salespersons, because they can It is my pleasure, in fact, I would like to 
Consultative Committee. I myself explain to their compatriots better and in thank the SACC for collaborating with the 
participated in the last one held in terms which are better understood. They BOI to arrange and hold the Thailand 
December. These meetings have resulted can also give a true insight into the Seminar in Zurich, as well as for 
in tangible benefits for foreign investors as investment climate and environment in communicating Thailand's investment 
well as strengthening the relationships for Thailand, where it is different, but policies through your  Magazine. I learnt 
both the BOI and the foreign chambers. adaptable, and why Thailand is a good from Mr. Schneider, during our last 
The BOI welcomes this cooperation with place to do business. meeting at the BOI that the SACC is 
the foreign chambers and we see them as 

working  with  our Ambassador to plan a 
our partners in promoting Thailand as an 

business trip to Thailand later this year. 
investment destination. We want to 

The BOI and I encourage such missions 
maintain and even find ways to expand 

There is a long tradition of Swiss and look forward to welcoming your 
such collaboration with the foreign 

investment into Thailand, as evidenced by delegation to the BOI and assisting in 
chambers.

arranging any programs and factory visits 

which you need. You are always welcome 

to Thailand! 

In fact the BOI has often worked closely 

with the Foreign Chambers of Commerce 

both in Thailand and abroad to plan and 

launch road shows to promote 

investments into Thailand. 

Thank you Dr. Atchaka for your time and 

the very constructive information for our 

SACC readers.

How much Swiss investment was there in 

Thailand in 2008?

�

(L-R) Martin Schneider (SACC) & Dr. Atchaka Sibunruang Brimble, (BOI)
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By Martin Schneider, 

Chairman Thailand Committee, 
Swiss-Asian Chamber of Commerce

E-mail: martin.schneider@brainforce-ag.com

The Royal Thai Embassy in Berne in 

cooperation with the Swiss-Asian 

Chamber of Commerce (SACC) 

invited 10 Swiss companies to foster 

new investment and business 

opportunities in Thailand. The 

business mission took place from 21 

to 29 May 2009. “It is obvious, that 

such a mission motivates Swiss 

investors to think about Thailand as a 

premium place to invest and make 

business with  and not only as one of 

the most attractive travel destination 

for Swiss people”, concludes one of 

the members of the delegation after 

having had an intensive but 

excellently organized week through 

Thai business opportunities.

The Swiss delegation received a most 
The senior economic advisor of the impressive introduction on the investment 
Bangkok Bank, Ms. Vongthip Chumpani climate by the Secretary General, Dr. 
presented her view on the economic and Atchaka Sibunruang Brimble and the 
political outlook of Thailand. The Deputy Secretary General Sudjit 
delegation visited several companies Inthawong of the Thailand Board of 
including Schaffner EMC Co. Ltd. and Investment, followed by a presentation on 
Datamars (Thailand), Co., Ltd., both Swiss the BOI Services and the special incentives 
investments set up under BOI regulations, provided for the year 2009 to the various 
in the Northern Region Industrial Estate in Investment zones. 
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Viboon Kromadit, CEO, Amata and 
Ambassador Chayong
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Lamphun. Further visits took place to granted Free Zone status by the Industrial 

Marigot Jewellery (Thailand Co Ltd.) a Estate authority of Thailand effective

subsidiary of the Swarovski Group with September 1, 2008. This zone has been 

some 5,000 employees in Ayutthaya, also designated as trading, commercial,

set up under BOI regulations and Borntras services and manufacturing activities not

(Thailand) Ltd. a cosmetic company only for gems and jewellery but also 

producing daily skin care products from dealing with the high value products so as 

natural ingredients. luxury pens, watches and IT equipments.A 

further visit took place to Amata Nakorn 

Industrial Estate, the company's flagship 

estate which is located on a prime site only 
Another highlight of the schedule was 

57 km from Bangkok in between Bangna-
Ronda (Thailand) Co. Ltd. in Samutprakan, 

Trad Elevated Expressway and Bangkok 
the leading producer of electronic 

Chonburi Motorway. Factories set up here 
movements which tick in wristwatches all 

have excellent access to Bangkok and the 
over the world. Also a company set up 

Eastern Seaboard region and benefit from 
under BOI regulations. Further, the 

location in the heart of the Eastern 
delegation visited Siam City Cement 

Seaboard Industrial Region and its 
Public Company Ltd. in Saraburi, the 

supporting infrastructure. Over 480 Multi 
second largest cement manufacturer with a 

Nationals are based in Amata Nakorn.
20 percent domestic market share in 

After a most impressive introduction by the 
Thailand. In 1998, Holcim of Switzerland 

Amata Management at Amata Nakorn that organized this business mission became a major shareholder. 
Office, we visited the The Global received an excellent feedback on the 
Architectural Co. Ltd. belonging to the mee t i ng s .  Tha i  Ambas sado r  t o  
famous Permasteelisa Group, an Italian Switzerland, Mr. Chaiyong Satjipanon was 
company. The company designs and also extremely satisfied with the meetings 
produces curtain walls and external The delegation also had meetings with the and the positive reaction of the 
cladding. Famous buildings such as the Federation of Thai Industries which was participants. Martin Schneider, head of the 
Bank of China in Hong Kong, Kuala established in 1967 and operates by virtue Swiss business men delegation, says in the 
Lumpur Sentral Station, Bangkok City under the supervision of the Ministry of name of participants: “Very special thanks 
Tower, Bangkok International Airport, Industry and serves as an official forum and go to Ambassador Chaiyong Satjipanon, of 
Opera in Sidney and many more curtain as a non-profit organization for the entire the Royal Thai Embassy in Berne and Ms. 
walls on most important buildings around Thai industrial community. Its main focus Pissmai Lanzalot, responsible for 
the world were produced by the is to promote industrial enterprises and to Switzerland at the Thailand Board of 
Permasteelisa Group. continuously develop and strengthen the Investment Paris office and the Thailand 

nation's private sector. Board of Investment Headquarters for 

having successfully arranged bilateral 
A further visit took place to Gemopolis the 

meetings for each company in Thailand.” 
specialist industrial estate for diamonds, 

The Swiss-Asian Chamber of Commerce gems and Jewellery industry which was 

Major Swiss investments already 

Official support by the Federation of 

Thai Industries 

Positive feedback by all involved 

partners
�
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Amata Nakorn inside Head Office
Visit of  Buddhist Temple Doi Suthep 

(Sataya, Barbara, Erwin and Martin)

Temple Doi Suthep Chiang Mai 



The Cambodian Government has The National Bank of Cambodia NBC 

conceded that economic growth will slow lowered the reserve requirement applying 

in 2009. Deputy Prime Minister and to banks (i.e. the amount of deposits they 

Minister of Economy and Finance Keat must hold as cash reserves) to 12 percent - 

Chhon said that real GDP would expand a partial reversal of its decision last July to 

by 5.0 percent in 2009 compared with a raise the reserve to 16 percent. At market 

previous forecast of 6.5 percent. exchange rates, we now expect the global 

economy to contract by 0.9 percent in 
The overall recent economic performance 

2009: by far the worst performance since 
has been characterized by balanced 

the end of the Second World War. 
con t r ibu t ions  f rom ag r i cu l tu re ,  

manufacturing, construction, tourism and Growth will resume in 2010, but the pace 

services. Despite the global downturn, the of expansion will be slow, at just 1.4 

Cambodia economy remains in good percent. In purchasing power parity terms 

shape underpinned by a continued growth will be marginally better, but still 

increase in investment in agriculture, poor, at 0.2 percent in 2009 and 2.4 

broad based development of non- percent in 2010. Demand for Cambodia's 

agriculture sectors, political stability, merchandise exports will be stunted by 

active private sector participation, reform slower global growth, particularly in the 

efforts, increased official developmental US, which is Cambodia's main market, 

aids and sustained foreign direct accounting for about 60 percent of total 

investment. export earnings.

According to the Circular on the 

Preparation of Budget Strategic Plan 2010 

of the Royal Government of Cambodia, 

the economy still manages to grow around 

2.0 percent in 2009 and 4.3 percent in 

2010 respectively. 

Slower economic growth and falling 

property prices will undermine the 

government's efforts to increase revenue. 

Fiscal revenue as a percentage of GDP will 

remain low, and the government will 

continue to depend on grants and loans 

from foreign donors, who in December 

pledged US$951.5m in assistance in 2009 

(up from US$689m in 2008). The 

government had been hoping that oil 

production from fields discovered in the 

Gulf of Thailand in 2005 would provide 

new tax and royalty revenue, but officials 

have now suggested that oil will not start 

flowing until 2011 at the earliest. 

In an attempt to stimulate credit growth, 
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The economy will expand by 2.0 percent sharply since mid-2008, and we forecast GDP growth of 7.0 percent in 2008 and 

in 2009 and 3.5  4.0 percent in 2010. The that they will continue to do so during double-digit growth in the previous three

garment sector will face weaker demand as 2009, as domestic prices decline in line years, such a performance in 2009 would

a result of recession in the US. with projected global trends. be impressive.

Construction is set to slow as the (mostly 
The government remains optimistic that According to the Asian Development Bank 

South Korean) companies that have 
Cambodia's economy will continue to GDP growth is expected to pick up to 4.0 

financed a series of high-profile property 
grow despite the dismal outlook for the percent, in 2010 in line with the

developments in the capital, Phnom Penh, 
global and regional economies. In early anticipated rebound in industrial-country

scale down work amid a global shortage of 
February, during the Third Cambodia growth in the second half of next year. 

credit and a slump in property prices. 
Economic Forum, which was organised by Inflation is projected to return to its recent 

In 2008 consumer prices rose by an the Supreme National Economic Council historical average of just under 5.0

estimated 19.8 percent (the fastest rate of with assistance from the UN Development percent, while the current account deficit

increase since records began in 1995) Programme, Prime Minister Hun Sen said will narrow slightly to around 10.0 percent 

owing to rapid money supply growth as that his government would try to help the of GDP, as exports recover faster than

well as supply-side pressures from high economy to achieve growth of 6.0 percent imports.

global food and fuel prices. However, in 2009. Although marking a continued

prices for rice and petrol have fallen slowdown from officially estimated real

�
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There is little prospect that the ruling Lao provide some impetus for reform, progress reshuffled the cabinet following the death

People's Revolutionary Party (LPRP) will overall will be slow. Economic growth will of Mining and Energy Minister Bosaikham

face a serious challenge to its authority in average 5.5 percent a year in 2009-10, Vongdara. The National Assembly (the

2009-10. As inflation decelerates in 2009, down from 7.5 percent a year in 2007-08. legislature) has debated legislation

the main challenge facing the LPRP will be Consumer price inflation will fall to 4.3 affecting, among other things, state

to prevent popular protests as the percent in 2009, from an estimated 8.6 contracts, investment and mining. Land

economy slows down. percent in 2008. The current account will titling remains a contentious issue.

remain in deficit, owing to the deficit on 
Accelerating inflation, especially for staple As a result of the deteriorating global 

the merchandise trade account and to the 
food items and fuel, failed to provoke economy, Laos's economic growth will

repatriation of profits and dividends by the 
serious protest among the public in 2008. slow down during the forecast period. We

foreign-invested mining sector.
Reported rice shortages in remote parts of have revised down our forecast for real

the country notwithstanding, the fact that Laos will push ahead with its policy of GDP growth in Laos in 2009 to 5.0 percent 

the majority of the Lao people are self- regional and international integration in (from 6.5 percent previously), representing

sufficient rice farmers has ensured that the 2008-09, while continuing to maintain the lowest rate of growth since the late 

government has not faced problems on the close ties with the ruling communist 1990s. Growth will recover to 6,0 percent

scale seen in other rice-reliant countries in parties in neighbouring China and in 2010. At present, economic growth is

Asia. Vietnam. Its policy on international affairs being driven by an expansion in industry, 

is firmly based on non-interference and the output of which has been growing at 
No major change in the LPRP's ideology or 

peaceful co-operation, as demonstrated in double-digit annual rates. The main drivers 
policies is likely during the forecast period. 

its dealings with Myanmar in the aftermath of industrial growth are construction and
The government will continue to pursue 

of the devastation caused by Cyclone mining.
economic reforms, and will remain keen to 

Nargis in that country.
attract foreign investment. Although efforts The government has d i smi s sed

to join the World Trade Organisation may Prime Minister Bouasone Bouphavanh has speculation that it is preparing to raise

LAOS

Challenging Popular Protests 

Seen Ahead
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taxes. Officials have said that there will be export market, were down by 14.7 percent nationwide, and 72 of these firms are

no increase in income tax or customs year-on-year in October. Cambodian foreign- owned. Exports of mining 

duties, despite concerns over the fiscal imports from Thailand were up by 23.8 products, mainly gold and copper,

deficit following an increase of 20 percent percent. reached more than US$350m during

in c iv i l se rvants ' sa la r ies . The 2007/08, accounting for about 50 percent 
Rubber plantations, hailed by numerous 

government's reforms of the business of the country's total exports. World 
district and provincial officials as the key to 

environment have had little success, copper prices have dropped from an 
economic growth and poverty reduction in 

according to a World Bank report, which average of around US$8,000/tonne in
rural Laos, have fallen from favour as 

said that Laos was the second most difficult 2007 to about US$3,500/tonne in
world rubber prices have slumped. Plans 

country in the region (after Timor-Leste) in November 2008, leaving a huge shortfall
for further plantations have been halted in 

which to conduct business. in national revenue. Two large copper 
the northern province of Luang Namtha 

mines have made significant contributions 
In September, annual inflation dropped to until the government has assessed the

to the Treasury over the past two years. The 
8.49 percent from 9.57 percent in August. socio-economic impact and profitability of

country currently produces about 120,000 
It peaked in May at 10.32 percent, its rubber.

tonnes of copper annually, placing it 22nd 
highest rate for almost four years. The 

on the list of world producers of the As rubber declines in popularity, cassava is 
decrease since then is largely attributable 

commodity.becoming the preferred crop for contract 
to falling fuel costs. In September the price 

farming. In September a 100,000-ha 
of diesel fell by over 8.0 percent month-on- Although tourist arrivals have remained

concession for a cassava plantation and a 
month, while that of premium petrol steady throughout 2008, the tourism

biodiesel processing site was granted to a 
dropped by 5.0 percent and that of sector is expected to become one of those 

partnership between a local company, 
standard petrol fell by 3.61 percent. Food most severely affected by the ongoing

Dynasty Laos, and China's ZTE. The 
prices dropped, in line with reduced global financial crisis. The blockade of the 

partnership aims to grow cassava and 
transport costs, but they did not fall by as international airports in the Thai capital,

process it to make biodiesel in the four 
much as expected, owing to widespread Bangkok, in late November revealed the 

southern provinces of Champassak, 
flooding in August. dependency of the Lao tourism industry on 

Saravan, Xekong and Attapeu. The two 
Thailand as an international hub, with 

Laos's exports will contract in 2009-10, companies say that they plan to invest 
arrival numbers immediately dwindling. 

owing to slower economic growth in the more than K3.4trn over a 30-year period.
However, the airline industry seems to 

country's main export markets, as well as 
have ridden out the surge in fuel prices that The Lao government has asked Thailand to 

sharp declines in global prices for energy 
occurred early in the year, and is lift its maize import ban, and has been told 

and minerals. Although exports of 
expanding once more in Laos. The newly that Thai imports will resume in early 

electricity to Thailand will emerge as a 
reopened Savannakhet airport now offers 2009. Laos exports about 200,000 tonnes 

major source of export revenue in the next 
three flights a week to Bangkok with the of corn to Thailand annually. Banana 

two years or so as new hydropower 
national carrier, Lao Airlines. The carrier exports will officially begin in 2009, 

projects come on stream, the outlook for 
hopes to benefit from rising tourism following the establishment of the Lao 

2009-10 is poor, with the rate of economic 
activity in Savannakhet, Laos' most Banana Company (LBC) in Borikhamxay 

growth in Thailand expected to decline 
populous province. province. The company is planting 50 ha 

sharply. Mineral exports also hold 
of bananas in 2008, and plans to start 

potential, but global prices for gold and 
harvesting in January 2009.

copper are expected to decline by 18 

percent and 36.6 percent respectively in Lao coffee has been certified as organic by 
2009, thereby limiting growth in the value the Institute for Ethical and Environmental 
of Laos's mining exports. Growth in Certification. In 2007, around 20,000 
garment exports will be modest, owing to tonnes of coffee beans were harvested, but 
the poor competitiveness of the industry this year's yield is expected to drop to 
and to labour shortages. The decrease was about 15,000 tonnes following an 
mainly owing to lower fuel costs. A irregular rainy season.
Malaysian-based budget airline, Air Asia, 

According to a report from the Ministry of has announced that it will now fly to Laos 
Planning and Investment, mining output is daily, compared with thrice weekly 
growing by more than 2.0 percent previously.
annually. There are a total of 118 

Exports to Thailand, the country's main companies operating 181 mining projects 

�



MYANMAR

A Roadmap to Democracy
with Polls in 2010

The State Peace and Development Council this would put further pressure on an agreement to purchase natural gas from 

(SPDC, the ruling military junta) will domestic prices. Myanmar's offshore A-1 and A-3 blocks,

maintain a firm grip on power in 2009-10. signing a deal with the consortium led by
Although the junta has set aside additional 

However, it will face severe challenges South Korea's Daewoo. Although a
funds for the post-cyclone reconstruction 

during the period as it pushes ahead with number of other nations put themselves
effort, the high cost of rebuilding is likely to 

its roadmap to democracy, which could forward, the SPDC appeared to favour a 
be borne mainly by international donors. 

result in a parliamentary election in 2010. deal with China from the outset. China is 
Thus, although the junta will continue to 

also building pipelines to transport gas as 
Myanmar's fellow members of the run large fiscal deficits, they will not be 

well as imported oil across Myanmar and 
Association of South-East Asian Nations generated wholly by expenditure on the 

into the Chinese province of Yunnan. The 
(ASEAN) appear to be keen to take a recovery effort. Asian economies will be

investment in the pipelines, combined 
slightly tougher approach in their dealings negatively affected by the slowdown, and

with the subsequent earnings from oil and 
with the junta. This probably reflects this will limit growth in Myanmar's exports 

gas exports, will provide a massive boost 
frustration that the group's image to Thailand (mainly consisting of gas), 

to government revenue. Construction 
continues to be tarnished by the SPDC's India (primarily pulses) and China (a host

work on the pipelines is expected to begin 
behaviour. The junta has signed ASEAN's of natural resources). Moreover, prices for

in 2009.
new charter, which came into effect in many of Myanmar's commodity exports

December 2008 and commits members to will weaken in 2009: we expect global Consumer price inflation has eased down

strengthening democracy and protecting food prices to fall sharply this year, before slightly, in line with falling food prices.

human rights. However, the junta's stabilising in 2010. According to the latest data from the CSO, 

willingness to sign up to the charter the consumer price index (CPI) rose by
The limited data available suggest that 

suggests that it is confident that ASEAN 26.2 percent year-on-year in September
overall industrial production growth was 

will not take any direct action to intervene 2008, representing a slight deceleration
sluggish during the first six months of 

in Myanmar's domestic affairs. from 26.8 percent in August and 27.7 
2008/09. According to the Central 

percent in July. The modest slowdown 
The junta's management of the economy Statistical Office (CSO), production of a

reflects reduced food price inflation (food 
will remain poor. It denies that the current range of major items by state-owned

has the heaviest weighting in Myanmar's 
global economic slowdown has had any enterprises (data for the private sector are 

inflation index). Food prices rose by only 
impact on Myanmar, despite evidence of not available) fell sharply year-on-year in

0.7 percent  month-on-month in 
flagging industrial production and falling April-September 2008. Output of natural 

September. This comes after they leapt 5.3 
exports. However, even if the government gas, Myanmar's main export commodity,

percent in May, after the devastation of 
were to accept that the Burmese economy was down by 7.0 percent year-on-year in

Cyclone Nargis caused a sharp rise in the 
was set to suffer along with others in the the six-month period. Fertiliser output also

price of many staple items. Following the 
region, it is unlikely that it would be contracted by 19.7 percent, as did the

cyclone, the junta introduced a number of 
capable of taking effective action to limit output of cotton yarn (10.1 percent) and

measures to control the upward pressure 
the damage. plywood (15.5 percent). However, output 

on food prices, including restricting rice 
of cement was up by 8.7 percent year-on-

exports for six months. On the fiscal policy side, the government 
year, driven in part by the reconstruction 

remains focused on spending heavily on 
work that has taken place in the south in 

the military, with few (if any) initiatives in 
the wake of the cyclone that struck the 

the pipeline to support households and 
country in May. Output of paper, paints 

businesses or to stimulate the economy. 
and cotton fabrics also all rose on a year-

The government is also already borrowing 
on-year basis in April-September.

heavily from the Central Bank of Myanmar 

to finance current expenditure, and In December the China National

although it could increase such borrowing, Petroleum Corporation (CNPC) formalised

�
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Why you need to outsource your from other countries to complement or 
products and services complete a business process.

Despite the world economic meltdown, What can BPO do to your business? It can 
the byword should still be “business as handle your company's information and 
usual”. But are you prepared to do it? Do data processing (through call centers), 
you have the courage to regain your accounting and payroll work, medical 
profitable momentum? Above all, can transcription, healthcare and legal 
your business rise above the present services ,  sof tware development ,  
economic situation? animation work, IT services, and even 

your human resources. 
Of course, you can! But this time, your 

business may have to rise from somewhere It might surprise you, but some of BPOs' 
else. You need to do outsourcing. proven advantages are that they can:

Outsourcing and its advantages • save you money (by taking advantage of 

cheap skilled labor and lower cost of 
BPO or business process outsourcing is the 

living)
strategy of getting products or services 

• obtain for you outside expertise without 
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By the Philippine Embassy

 Berne, Switzerland 

E-mail: info@philembassyberne.ch

A BPO in Philippines is the 
Solution during Meltdown
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Experts and economists have cited these training or recruiting new personnel decision makers in the BPO sector are 
five qualities as the Philippines' edge over • improve the quality of your products and doing and saying about Philippines.”
its competitors in providing BPO services.services by focusing on your company's Prospective BPO investors will benefit

core business, and from its paper, which is available at 
Having a literacy rate of 94 percent, the 

• free your company's human and material www.cha l re .com/pdfs /Economis t -
Philippines also has a large pool of IT 

resources for other activities. Philippines_BPO_Guide.pdf, in forming
professionals and a cost-competitive 

an intelligent assessment of the matter at 
telecoms infrastructure.It's easy to see from the above list that hand. The study narrates actual 

BPOs' purpose is to increase your profits. experiences of foreign companies (e.g. The Philippines' ranking in the BPO world
Dell Computers, GXS-known formerly as Aren't these claims simply too astounding 

CyberMedia's global services and GE Information Systems, IBM) and to believe especially during these hard 
investment advisory firm, Tholons, made a investigates why they have chosen to times? Perhaps, but statistics that are 
survey in 2008 among emerging BPOs in move their BPO services to the readily available in the Internet have 
the  wor ld  us ing  the  fo l lowing  Philippines.shown that BPO delivers the advantages it 
considerations:

claims. It concluded that “the prevailing sentiment 
• quality and type of work force among business leaders is that the “OK, now where should I go from here?”
• cost of living Philippines,” in comparison to other BPO 
• available infrastructureOnce convinced of the profitable destinations, “is a superior choice overall 
• long-term potential in fulfilling demand prospects of BPO, your next step will be to for the following reasons. First and most 
for specific serviceschoose the place or country where you importantly, quality people are more 
• available resourceshave to establish a BPO that will handle available in Philippines. Filipinos are said 

partly or wholly your company's product to speak better English, have a better Its survey came up with the following list of 
or service processing. customer service mind-set and are more the world's top 15 emerging BPO 

culturally attuned with the west.”destinations:There are many countries offering BPO 

services. Choosing which one will be a • According to BPO Tiger, a website 
decisive factor to your business. serving BPO news and information 

(www.bpotiger.com/2007/05/philippines
Why choose Philippines as your BPO 

_ f a v o r i t e _ b p o _ o u t s o . h t m l ) ,  t h e  
destination

Philippines “has become the favorite 

outsourcing hot spot for the best of Not all BPO sites, however, are created 
American companies.” Understandably, equal. Some may give you your desired 
though, because Philippine education and output better than the others, depending 
culture are influenced largely by the on your type of business and personal 
American system, making the Philippines choice. (In this borderless world we are in, 
one of the few countries in the world with distance from where you are is not a 
the largest number of citizens who can deterrent in establishing a BPO in 
speak American English fluently.whichever country you wish to 

establish it.)
B P O  I n t e r n a t i o n a l  I n c .  

(www.bposerve.com/Admin/phil/000000In Southeast Asia, the Philippines is one of 
0005.pdf) corroborated other BPO the most desired BPO destinations of 
observations about the Philippines. It says businesses worldwide. They did it for 
that “leading global BPO research studies several reasons. But many of them agree http://trendsniff.com/2008/10/07/asian-
consistently rank the Philippines among that they are choosing the Philippines cities-top-list-for-global-outsourcing-
the top offshore destinations in the world.”because of the following factors that make destinations/
Its basis for saying that are: “Low labor and the country shine better than other BPO 

Http://www.cybermedia.co.in/press/press infrastructure costs, a well-educated sites:
release104.html population proficiency in English, cultural 

1. Highly skilled labor force with excellent fit to the West, and its strategic location 
What Foreign Companies and BPO English language proficiency give the country an exceptional edge.” The 
Studies say about the Philippines as a BPO 2. Cost competitiveness Philippines provide the best advantage in 
Destination3. Good telecom infrastructure meeting the required criteria for an ideal 

4. Cultural familiarity and compatibility offshore BPO destination:• The Economist Intelligence Unit issued a 
with Western countries valuable impartial study about the BPO in 
5. Filipinos' warmth in handling customers the Philippines by examining “what real 

Rank City Country

1 Cebu City Philippines

2 Shanghai China
3 Beijing China
4 Ho Chi Minh Vietnam
5 Kraków Poland
6 Kolkata India
7 Cairo Egypt
8 São Paulo Brazil
9 Buenos Aires Argentina
10 Shenzhen China
11 Hanoi Vietnam
12 Chandigarh India
13 Curitiba Brazil
14 Prague Czech Republic
15 Pasig City Philippines
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BPO may be your answer in these hard 

times!

After examining this short article, you have 

already decided how to strategize your 

next move. Maybe you thought of 

establishing a Call Center as a BPO arm of 

your business. Call centers are a forte of the 

Philippines. But apart from that, the 

Philippines is also an expert in BPOs that 

deal with: (a) finance, logistics and 
These criteria have been the recurring tasked with promoting investments in the accounting; (b) medical transcriptions; and 
reason why foreign companies choose the (c) software development and animation.Philippines. The BOI assists local and 
Philippines as their BPO destination. foreign investors in appropriate and 

Establishing a BPO may be your passport 
profitable areas of economic activities and 

(Editor's note: The above studies are some of in entering to profitable territories. By then 
offers a separate range of incentives to ICT the many available in the Internet today that you can surely say that you are in “business 
investors, which include the following: examines the Philippines and other BPO as usual” again.

sites in the world. The reader is encouraged 
•  Income-tax holiday For a complete guide and procedure on to do his own investigative research.)
• Exemption from taxes and duties on how to establish a BPO in the Philippines, 

The main Philippine agency that handles imported spare parts please request materials from the 
BPO queries • Exemption from wharfage dues and Philippines Embassy by writing to: 

export taxes, duties, imposts, and fees info@philembassyberne.ch or call The Philippine Board of Investments (BOI, 
• Tax credits +4131-3501710 or 3501711.www.boi.gov.ph), an attached agency of 
• Additional deductions from taxable the Department of Trade and Industry 
income(DTI), is the lead government agency 

�

Criteria Rating Source

Financial #1 neoIT (2007)

Attractiveness www.neoit.com

Availability of #1 Meta Group (2007)

knowledge-based labor pool www.meta-group.com

Cultural Fit/Exposure #1 (Among Asian AT Kearney (2007)

Countries) www.atkearney.com

Telecommunication Cost Lowest cost AT Kearney (2007)



Pakistan's Prime Minister Syed Yusuf Raza Gilani said Pakistan's liberal economic

Gilani on 29 January 2009 invited the regime with zero import duty on raw

foreign businessmen to invest in his material provided equal opportunities for

country and said a successful elected the local and foreign businessmen.

government was in place to ensure safe 
He said Pakistan was though confronting 

business environment for the investors. 
with a number of challenges including 

“Investing in Pakistan is investing in 
economic crisis, however the democratic 

future,” the Prime Minister said while 
government was struggling to improve the 

addressing a lunch he hosted for the 
situation.

leading businessmen in Davos in 

Switzerland on the sidelines of the World “Despite all the challenges, economy

Economic Forum. continues to be buoyant and vibrant in 

Pakistan,” the Prime Minister said, adding 
Gilani said Pakistan's sound fundamentals 

that the country's mineral and work-force 
offered the investors an opportunity to 

resources had the great potential to be fully 
explore the country's economic potential 

tapped.
in diverse fields. He emphasized the need 

for more foreign investment coming into Gilani said the government had converged

Pakistan and benefit from its investor- its focus upon the development of

friendly economic policies. agriculture sector to utilize it particularly 
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Pak PM Assures of Safe 
Business Climate, 
Invites Foreign Investors

Syed Yusuf Raza Gilani
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during the recession phase. 

“It will be just a matter of time that Pakistan will become a 

regional hub of economic activity,” the Prime Minister said. 

Gilani said the government was taking a number of 

strategic measures, and mentioned increased trade with 

Afghanistan and improved regional mechanism with the 

SAARC countries. 

He said a deep seaport at Gwadar had been established for 

greater economic activity among the Central Asian and 

Asian states. 

He said the improved economic plan for civil aviation, 

customs and logistics would substantially enhance the 

country's trade activities. 

The Prime Minister said Pakistan had the capacity to join 

hands with partners in food security, being a major food 

producing and also the fourth largest milk producer in the 

world. He said the government was endeavoring to use the 

trade policy prudently by pursuing the ongoing growth. 

“Our economic strategy rests on strengthening the trade 

dividends and ensuring a business-friendly environment in 

the country,” he said. 

Gilani said in the WTO context, Pakistan would support 

substantial reduction on tariffs in the developing countries. 

SACC and SBC joint presence at PM business lunch and 

Ikram Segal's business break-fast at Davos turned-out to be 

the right step. Both jointly and successfully, presented 

themselves as an organization with strong presence in 

Switzerland with an equally strong presence in Pakistan 

which add significant value in building-up business 

relation-ship between Pakistan and Switzerland. This all 

was duly recognized by the govt. functionaries, PK foreign 

missions at Berne and Geneva and the key business men 

present on the occasion.

SACC & SBC Presence

�
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Viet Nam’s Deputy Prime Minister Hoang from UNCTAD and other institutions in

Trung Hai led a delegation of senior order to help them implement the

government officials to Geneva on 9 recommendations and bring about

February 2009 to participate in a forum on concrete improvements in the business

an advisory report prepared by the United climate.

Nations Conference on Trade and 
Several members of the Swiss Asian 

Development (UNCTAD).
Chamber of Commerce participated in the 

UNCTAD's Investment Policy Review meeting in Geneva and provided

provides concrete recommendations on comments on the report. Members of the 

what Viet Nam could do to improve its SACC were also invited to a roundtable 

investment regulations, touching upon with the delegation from Viet Nam on 9 

issues as varied as foreign direct February.

investment (FDI) entry and establishment 
More than 20 business executives 

rules and procedures, international 
participated in the roundtable, which 

dispute resolution, corporate taxation, 
provided an informal forum of discussion 

competition, work permits for expatriates, 
on investment issues and opportunities in 

labour laws or intellectual property. The 
Viet Nam. Participants filed questions to 

report also seeks to help Viet Nam attract 
the Deputy Prime Minister, who provided 

FDI in electricity generation, a critical 
detailed answers. Participants had the 

piece of the country's infrastructure.
opportunity to further develop contacts 

The Investment Policy Review was with the delegation from Viet Nam during 

conducted at the request of the a networking lunch.

Government of Viet Nam. Following the 
The main findings and recommendations 

discussions on 9 February, the authorities 
of UNCTAD's Investment Policy Review 

indicated that they would seek support 
are summarised below, in an excerpt from 
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Viet Nam to Boost 
Investment Climate with 
UNCTAD Support

Mr. James Zhan (UNCTAD); Mr. Nguyen Chi Dzung, Vice Minister of Planning and 
Investment; Mr. Hoang Trung Hai, Deputy Prime Minister; and Mr. Mr. Do Huu 
Hao, Vice Minister of Industry and Trade

By Quentin Dupriez, Invest Expert, 

UNCTAD, Geneva

E-Mail: quentin.dupriez@unctad.org
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the report. The full report can be diversifying into new and technologically • The extent to which the Government will 

downloaded at www.unctad.org/ipr, and more complex segments of manufacturing wish to protect the emerging Vietnamese 

all questions or comments can be sent to for exports, including consumer private sector from competition from FIEs:

Quentin Dupriez, lead author of the electronics and information technologies. FDI inflows to date have focused on 

report, at quentin.dupriez@unctad.org. The negotiation process for WTO manufacturing for exports and have not 

membership has encouraged the significantly competed with Vietnamese

Government to press ahead with structural private firms in supplying the domestic

reforms over the past 12 years, and formal market. This will change as Viet Nam is

accession in early 2007 means that a committed to lifting some FDI entry

number of sectors that were previously restrictions. The policy on the extent to 

closed to FDI will open in the near future, which FDI – including by small-scaleDuring the 20 years since Doi Moi, Viet 
even though the Government has decided foreign investors – will be allowed to Nam has undergone an extraordinary 
to maintain a significant number of compete with Vietnamese private firms fortransformation from an isolated, poor and 
restrictions to FDI entry. The potential the domestic market will be anothercollectivized agriculture-based economy 
for FDI in services is extremely important determinant of the investmentinto a booming nation on the verge of 
l a r g e ,  i n c l u d i n g  i n  b a n k i n g ,  climate.becoming a new Asian Tiger. It has 
telecommunications, insurance, retail,achieved an extraordinary reduction in 

• The solutions to capacity constraints 
distribution, higher education and poverty and is becoming a significant 

arising from Viet Nam’s rapid growth: 
infrastructure.player in world trade.

these constraints are easily discernible in 

Doi Moi represented a systemic and electricity and transport infrastructure andEven though Viet Nam has only gradually 
structural breakthrough in economic less visible, but none the less important, in opened to FDI, foreign investors have 
policy, allowing private property areas such as human capital developmentrepresented a major force in the process of 
ownership and encouraging private and strengthening local business economic transformation. They have 
investment, both national and foreign. It competitiveness needed to supportunderpinned the rapid development of the 
marked the beginning of the transition upgrading and productivity growth.manufacturing sector and the strong 
towards a regulated market economy. increase in output, created more than one 
Although the transition is extremely well million jobs, offered higher-than-average 
advanced, it is still “work in progress”, and wages, generated high levels of exports, 
important structural and regulatory issues transferred knowledge and skills, 
remain that affect policy towards FDI. accounted for a significant portion of tax 
These issues include:revenue and created employment for 

women.
• The regulatory attitude towards private 

The impact of Doi Moi in terms of 
investment: the current regulatory The bulk of FDI inflows to date has been 

economic development and poverty 
approach is biased towards “steer and concentrated in manufacturing for exports, 

reduction has been remarkable, but much 
control”, rather than “regulate, monitor partly as a result of legal restrictions on FDI 

remains to be done to alleviate poverty and 
and enforce”, as in long-established entry. To a significant extent, foreign 

raise the standards of living to a level 
market economies. An approach that gives enterprises in Viet Nam still operate as 

comparable to that of Viet Nam’s more 
more freedom to investors in managing enclaves, with relatively few linkages with 

developed neighbours, including 
their businesses and a less intrusive national firms through supplier or buyer 

Malaysia and Thailand. The issue that Viet
regulatory attitude would promote more contracts. This is partly due to the 

Nam currently faces is how the legal and 
innovation and dynamism in the private predominance of export-oriented 

regulatory framework for investment 
sector.manufacturing FDI, the small number of 

should further evolve in the future so as to 
large Vietnamese private firms, and limited 

best bring about sustainable development, • The place of commercially-oriented 
structured efforts to promote linkages.

wealth creation and poverty reduction.State-owned enterprises (SOEs) in the 

economy and the nature of their Viet Nam has the potential to attract much 
The Government should now consider a 

interaction with private investors: the higher levels of beneficial FDI and to 
“Doi Moi 2” in investment policy in order 

policy and attitude that the Government create more significant linkages with the 
to allow companies to become more 

will adopt as SOEs come under increasing local economy, as illustrated in 
competitive, innovative, flexible and in 

competitive pressure from FIEs (foreign-UNCTAD’s World Investment Prospects 
tune with the needs of the people and the 

invested enterprises) and emerging Survey 2007–2009, where it ranks sixth 
market. It is timely to consider whether 

Vietnamese private enterprises will be key among the most attractive economies for 
Viet Nam wishes to push all the way the 

determinants of the investment climate in the location of FDI. There are already clear 
logic and fundamental principle of a 

the near future.indications that foreign investment is 

Investment Policy Review of 

Viet Nam Main Findings & 

Recommendations

The main recommendations are 

summarized below.

A. Doi Moi 2: Unleashing the 

Forces of Innovation
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from FDI registration/certification, and financial services. In the next stage of 

regulatory rules would apply equally and opening to FDI, the Government should

in a non-discriminatory manner (post- consider key backbone sectors where

establishment) on both foreign and providing globally competitive services

national investors. are vital to sustain economic progress, and 

which risk becoming bottlenecks. Well-
• Cut down the number of Master Plans 

orchestrated policies for attracting FDI in 
and redefine their function to policy 

such sectors could generate large inflows 
documents that set out broad policy 

of beneficial FDI and further promote the 
measures, rather than specifying specific 

development of the economy. These 
targets and projects that need to be 

backbone services are:
implemented. Remaining Master Plans 

would focus on the long-term planning of • Telecommunications;
market-economy system, which is that 

public infrastructure rather than private 
agents have the freedom to identify and • Electricity;

sector development.
pursue business opportunities and to 

• Transport;innovate – under a set of well defined and Doi Moi 2 would also mean that 
enforced rules aimed at protecting inves tment  regula t ion/promot ion • Higher education and vocational 
consumers and the national interest. The institutions take on stronger promotion, training.
potential for innovation, creativity and facilitation and aftercare role and reduce 

Attracting beneficial FDI in these sectors ultimately prosperity in Viet Nam could be their regulatory and oversight functions. 
will require a coherent and properly increased by adopting a less intrusive The latter would be exercised almost 
planned strategy of market liberalization. approach to investment regulation than is exclusively by sectoral oversight 
Similarly to the policy of gradually the case at the moment. institutions, such at the central bank, the 
opening to FDI applied in the past two competition authorities or the electricity 

Concretely, Doi Moi 2 would imply to shift decade, a gradual approach could be regulatory agency.
from a “steer and control” attitude to a adopted to ensure that the benefits of 
“regulate, monitor and enforce” attitude in In addition, this review recommends that opening to FDI are maximized, while the 
investment policy. This should be based the corporate tax system be simplified and potential costs or disruptions are avoided 
on the presumption that investors – the incentives be rationalized in order to or minimized. The Government is putting 
market – are best informed of valuable p romote  inves tmen t  f u r the r .  A  in place such a strategy in the electricity 
business opportunities and that the role of comprehensive assessment of the cost of sector, and this review proposes a number 
the Government is to: (a) set rules benefits of fiscal incentives should be of measures to attract FDI in power 
(regulations) in order to protect the people conducted and reforms undertaken in generation. It is recommended that similar 
and the national interest; (b) monitor order to: strategic reviews and policy packages be 
whether market participants obey these prepared for telecommunications, 

• Make the general corporate tax system rules; and (c) enforce the rules. Concretely, transport and higher education.
attractive and competitive; this would mean to:

• Streamline and simplify the number of • Restrict FDI registration/certification 
incentives and restrict them to a small procedures for foreign investors to an FDI 
number of specific objectives;entry compliance check.

Keeping up with the rising demand for 
• Simplify the tax system and reduced the core infrastructure services is a necessity to • Draw up a full list of FDI entry restriction: 
administrative burden on investors and the sustain the rapid pace of economic the nature and extent of FDI entry 
tax authorities. development of the past two decades. prohibitions, limitations and restrictions 

Increasing the quality of services in should be clearly defined, transparent and 

telecommunications, electricity and non-arbitrary.

transport and further raising the skills level 
• Remove investment registration and of the labour force would also better 

Viet Nam has gained tremendously from certification requirements for domestic position Viet Nam to attract FDI in new 
allowing the entry of foreign investors over investors. and dynamic sectors. Although it is not the 
the past two decades, even though the 

mandate of this review to propose an • Apply regulatory rules to govern the opening to FDI has been fairly gradual and 
overall FDI strategy, it is suggested that market economy separately from the initial partial. Under the WTO accession 
Viet Nam should start elaborating and FDI registration/certification process: agreement, a number of services sectors 
putting in place a broadened strategy of securing sectoral licences and company will become open to foreign investors in 
FDI promotion and attraction. Such a registration would be separate processes the near future, including in particular 

C. Promote FDI in New & 

Dynamic Sectors

B. Allow the FDI Potential to be 

Realized in Key Sectors

Deputy Prime Minister Hoang Trung Hai 
and Mr. Hans Kristersson (Alstom) 



strategy would no longer focus mostly on list should be forward-looking in assessing all the more important as competitive

FDI in export-oriented manufacturing the needs of the labour market and pressures on SOEs increase and as the

activities, but would be broadened to FDI updated regularly. threat of bankruptcy of some SOEs rises.

in new and dynamic sectors, including 
• Facilitate and promote the entry of While some steps have been taken to

services. It would also seek to enhance the 
foreign workers who possess qualification separate ownership and regulatory

role of Viet Nam as a logistics centre in the 
on the migration occupations in demand functions, this Review recommends

Greater Mekong subregion and as a 
list. additional steps to ensure a level playing 

business hub for TNCs operations in the 
field between private and public 

ASEAN area. • Promote the transfer of skills to 
companies in commercial activities,

Vietnamese workers through targeted 
including to:

programmes.

• Transfer the ownership of all SOEs to 

SCIC and mandate it to enforce hard-
One of Viet Nam’s key assets in attracting budget constraints on all of them.
foreign investors is its relatively low labour 

• Equitize SOEs in purely commercial and costs, combined with a productive, State-owned enterprises represent a 
non-strategic activities, with the State industrious and trainable workforce. This sizeable share of output and most are 
selling all or the majority of its shares.has allowed the country to attract a large involved in essentially commercial 

number of foreign investors in labour- activities where they are likely to face • Narrow the list of SOEs in which the State 
intensive sectors that require either increasing competitive pressure in the will maintain 100 and 50 percent 
relatively low skills (textile and garments) future from private investors, Vietnamese ownership to companies operating in 
or intermediate skills (consumer and foreign. The extent to which the genuinely strategic or socially sensitive 
electronics and basic manufactured Government may seek to protect fledgling sectors.
goods). More recently, Viet Nam has also SOEs engaged in commercial activities 
started to attract foreign investors in need • Establish and publish a comprehensive from competition and possible bankruptcy 
of more highly skilled workers. census of all SOEs, together with a full will be an important determinant of the 

audit of their assets and liabilities and investment climate. Excessive protection, 
As it continues to develop, Viet Nam will 

ownership structure.subsidies or an un-level playing field could 
require more and more skilled workers in a 

have wide repercussions and sour the 
wide variety of fields. While education Viet Nam has greatly improved the legal 

overall investment climate, thereby 
policy will underpin the development of framework for heavily regulated sectors 

discouraging Vietnamese and foreign 
such skills, Viet Nam would greatly benefit (e.g. telecommunications, electricity, 

private investment.
from setting up a proactive immigration banking, transport, higher education) and 

policy to facilitate the entry of foreign skills for competition in recent years. It has also The current approach is to use the State 
that are in short supply but needed by its started to put in place an institutional Capital Investment Corporation (SCIC) to 
economy. Such a policy would seek to framework for the enforcement of improve management performance in 
achieve the twin purpose of selectively regulat ions.  In  most  cases ,  the SOEs and prepare them to face fair 
attracting skills in short supply locally and enforcement institutions are a Department competition under a market economy 
to promote skills transfer, thereby within the parent Ministry. While this kind framework. The purpose of the SCIC is also 
complementing the education-based skills of arrangement may be suitable for the to start putting in place a clearer separation 
development policy. It would replace the moment, Viet Nam should aim to create between the State’s ownership and 
current restrictive regime of entry of independent regulatory institutions with regulatory functions. This approach will be 
foreign workers and would be articulated their own enforcement powers. Such an very time consuming, however, and may 
along the following principles: arrangement is likely to be the only one not prove fast enough in the face of a 

susceptible to guarantee the impartial rapidly evolving economy and investment 
• Conduct a comprehensive skills and 

enforcement of the rules of the game to climate.
labour market audit and update it on a 

public and private investors alike. The aim 
regular basis. In the end, regardless of the extent to should be for the Government to turn the 

which the authorities wish SOEs to remain key regulatory Departments within various • Establish a migration occupations in 
involved in economic activity, the crucial Ministries into independent institutions demand list on the basis of the skills and 
element in terms of the regulatory soon after they have built up and labour market audit. The list would 
framework for investment is that the demonstrated their capacity to enforce the identify a detailed set of specific 
ownership and regulatory functions of the laws and regulations. occupations where there are insufficient 
State be properly ring-fenced in order to 

workers in Viet Nam at the level of 
provide a level playing field between 

qualification required by employers. The 
public and private investors. This will be 

D. Provide Necessary Skills to 

the Rapidly Evolving Economy
E. State Ownership & Regulatory 

Functions
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Jean-Daniel Gerber, Swiss Secretary of representatives of the Swiss-Asian

State and State Secretariat for Economic Chamber of Commerce to Vietnam to

Affairs visited Vietnam at the invitation of explore investment opportunities.

the Government of Vietnam. During the 
Mr. Gerber affirmed that Switzerland will 

meeting, Prime Minister Nguyen Tan 
continue to support Vietnam's economic 

Dung said he hoped Switzerland would 
development and his government had 

support Vietnam to train human resources, 
decided to change its attitude towards 

particularly in field of vocational training 
Vietnam into development cooperation 

and university lecturer training. 
from assistance. Recently, the Swiss 

Prime Minister Dung emphasized that Government had decided to fund financial 

Vietnam-Switzerland bilateral relations market development, sustainable macro-

have been developing very well in multi- economy and free trade in Vietnam at the 

sectors, including increasing two-way cost of US$10 million.

t r a d e  t u r n o v e r  a n d  e f f i c i e n t  
Obviously, over the past years, a lot of 

implementation of Swiss investment 
Swiss as well European enterprises have 

projects in Vietnam, which have brought 
invested in Vietnam with encouraging 

about bilateral benefits. 
results. However, Swiss investors have not 

made full use of great potential in all 

sectors in Vietnam; therefore, the 
The host highly appreciated the visit of Mr Southeast Asian country is creating 
Gerber as well as Swiss enterprises to favourable conditions for Swiss investors 
boost bilateral cooperation in economic, as well as other foreign investors to seek 
trade and investment sectors. The investment opportunities and invest in 
Vietnamese leader extended his support to Vietnam for the sake of mutual benefits. 
implementation of bilateral development 

cooperation and the two-way free trade 

agreement.

Mr. Gerber expressed his admiration of Most Swiss investment projects in Vietnam 
Vietnam's achievements, particularly the focus on industry and construction sectors. 
high economic growth rates over the past The Vietnam-Switzerland trade turnover 
years. He emphasized the purpose of his has continuously increased at an average 
visit to Vietnam to intensify the bilateral 20 percent per annum to US$2.4 billion in 
cooperation as well as further discuss the 2008 from US$1.25 million over the years. 
Vie tnam-Switzer land Free Trade Switzerland has always considered 
Agreement. Responding to Switzerland's Vietnam an important partner in the 
proposal for a bilateral free trade Southeast Asian region. This has been 
agreement negotiations, Prime Minister proven by the fact that the government of 
Dung assigned the Ministry of Industry and Switzerland put Vietnam in the list of its 
Trade to establish a task force to make an annual official development assistance 
in-depth feasibility study with Switzerland (ODA) beneficiaries in 1993. The 
as partner. European country has till date disbursed a 

total of US$95.6 million in ODA for 
The Swiss leader was accompanied by a 

Vietnam.
group of  Swiss  enterpr ises and 

Seeking investment opportunities 

Important economic partner in 

Southeast Asia

Vietnam & Switzerland on 
Path of Intensified 
Economic Relations 

Jean Daniel Gerber & Prime Minister Nguyen Tan Dung

By Adolf Meier, Chairman Vietnam 

Committee, Swiss-Asian Chamber of 

Commerce, Zurich, Switzerland 

E-mail: adolf.meier@hsbcpb.com
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Generally, Swiss ODA projects in Vietnam In term of trade, the bilateral trade turnover barrier to average and low-quality goods

are efficiently implemented and have reached over $1.8 billion in 2008, nearly from developing countries like Vietnam.

made great contributions to poverty double against 2007. Vietnam's main
Regarding education, Switzerland is 

reduction and hunger eradication as well exports to Switzerland included shoes (25
famous for being a prestigious training 

as infrastructure development in the percent), seafood (24.25 percent), coffee,
centre for banking, tourism, insurance and 

Southeast Asian country. Recently, apparel, bags, umbrellas and home
high-technology. As many as 150 

Switzerland has planned to slash non- applicants. Among export items with
Vietnamese apprentices, students and 

refundable aid to Vietnam as it said larger revenues, only shoes, coffee and
postgraduates are studying at universities 

Vietnam's economy has remarkably seafood had higher revenues but other 
in Switzerland. The European country is 

grown with higher per capita income goods had falling revenues. The category
actively supporting Vietnam via education 

compared with that in other countries of Vietnamese exports to Switzerland has
projects for environment and management 

worldwide. been increased to over 300 items but the 
as well as projects to train bachelors and 

country still earns a lot from major export 
In terms of investment, Switzerland ranks doctorates of finance, banking and

goods. The potential to develop new 
the 17th among 79 countries and business administration.

export items is still limited. 
territories investing in Vietnam with 61 

The cooperation programme between the 
projects capitalized at $1.4 billion. The Vietnam mainly imports Swiss goods of

Ho Chi Minh City Banking University and 
Swiss investment mainly focuses on the precious metals, equipment and

t h e  N o r t h - w e s t e r n  S w i t z e r l a n d  
industry sector with an US$800-million machines, spare parts, chemicals,

Application Science University has 
cement production project by Holcim medicines, and plastic materials and

brought about considerable achievements 
group as well as agricultural and service products for domestic goods production

since the start in 2007. Meanwhile, 
sectors. A total of 90 Swiss firms are and processing.

cooperation agreements to train 
operating in Vietnam, most of which are 

Switzerland is a high-end market that doctorates between the Ho Chi Minh City 
wholly foreign invested. Swiss big groups 

demands high-quality products; therefore, University of Technology and the
in Vietnam include Nestlé (food and 

in order to further penetrate such a market Lausanne Swiss Federal Technology
beverages), Novatis/ Ciba - Sandoz 

and establish their reputation in it, the Institute, between the Hanoi University of
(pharmaceutical chemistry), Roche 

V i e tnamese expo r t e r s mus t be Technology and the Geneva University 
(pharmaceutical), Holderbank/ Holcim

professional in pprach and follow modern during the visit to Vietnam by the Swiss 
(cement), ABB (electric equipment and 

management methods. In addition, President Pascal Couchepin in August 
transformer stations), Sulzer (engineering 

Vietnamese exports, particularly agro- 2008 have been creating an important 
and electric equipment), SGS (appraisal), 

products to Switzerland must be strictly momentum for bilateral education in the
Escatec (electronics), Ringier (printing), 

licensed in a bid to ensure food safety and near term.
André/ CIE (trade) etc.

hygiene standards, which has been a big 

�

Visit of Ministry of Trade and Industry meeting with Minister Vo Hoang Phuc



The School of Business FHNW, directors. The main aim was to gain a first-

Switzerland, has consolidated its hand impression of the activities between 

education partnership with Vietnam. The the School of Business and the Banking 

signing of three contracts between the University of Ho Chi Minh in the field of 

School of Business and the Banking banking and finance education. The Vice

University of Ho Chi Minh City was Prime Minister communicated he was 

attended by Nguyen Thien Nhan, the especially interested in universities of

Vietnamese Minister of Education and applied sciences. Vietnam is currently 

Vice Prime Minister, as well as high aiming to strengthen its tertiary education

ranking delegations from both countries. competences through, among other

These projects constitute part of the activities, extending its strategic

consol ida t ion and extens ion of partnerships. The exchange was also

international co-operation for the FHNW. attended by representatives from the Swiss 

federal government, the cantonal 
Vice Prime Minister Nguyen Thien Nhan 

government of Solothurn, the mayor of 
visited Olten on 2 February 2009 directly 

Olten, leading Swiss banking managers 
after attending the World Economic Forum 

and the FHNW delegation. 
in Davos. Accompanying him was a 

delegation of more than 20 people, 

including high ranking Vietnamese 

Following the exchange of information government representatives and university

Cooperation Agreements Signed
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By Prof. Dr. Markus Freiburghaus 

E-mail: markus.freiburghaus@fhnw.ch 

Member of the Board of Directors 

University of Applied Sciences 

Northwestern Switzerland, School of 

Business, Olten

FHNW Fortifies Ties 
with Vietnam's Business
& Banking 'Varsity

Members of the Board of FHNW, invited Guests and the Delegation from Vietnam
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from both sides, including an informal Vietnam. Since 2007, for instance, an than 250 Business students study abroad

question and answer session, three Executive Master in Finance and Banking, for at least one semester each year and in 

contracts were signed in a festive the first and only executive training in this turn about 100 students from abroad

ceremony: a cooperation for a Master of area offered by Switzerland in Vietnam, attend courses here. The projects with

Advanced Studies in Business Information has attracted 150 students. The Vietnam strengthen the role of the School 

Systems, a Bachelor in Business programme also established a platform for of Business FHNW as a benchmark for 

Administration majoring in International an intensive exchange of lecturers, internationalisation in the Swiss tertiary

Management and an agreement for a students and staff. education market.

developmental project training Baking and 

Finance teachers and lecturers in southern 

Vietnamese provinces. The agreements 
Cooperating with universities and research 

were signed by the Vice-Rector of the 
institutes at home and abroad is part of the 

Banking University of Ho Chi Minh City, 
tasks set by the Swiss federal government 

Dr. Ho Dieu and the Director of the School 
for universities of applied sciences. The 

of Business FHNW, Prof. Dr. Ruedi Nützi.
School of Business FHNW has prioritised 

internationalisation as a strategic focus.

The  school  o f fe r s  in te rna t iona l  

The politically and strategically significant educational degrees including joint

events are the result of many years of degrees with international universities and

intensive contact and cooperation projects maintains contracts with about 150 partner 

of the School of Business FHNW in universities throughout the world. More

�

Internationalisation as Strategy

Results of Years of Development
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The agreements were signed by the Vice-Rector of the Banking University of Ho Chi Minh City, 
Dr. Ho Dieu and the Director of the School of Business FHNW, Prof. Dr. Ruedi Nützi.



Korea exported $104.9 billion total, within the third quarter as its financial 

displacing Canada for first four months of industry, which is one of the country's

2009. For the first time ever, Korea ranked core business areas, is slow to recover,”

among the world's top 10 exporting said a Knowledge Economy Ministry

countries over the first four months of this official who declined to be named.

year, according to a Ministry of 
The ministry added that it will jointly work 

Knowledge Economy study. 
with companies and other export-

As the global export market shrinks, supporting agencies to boost current

Korea's share is growing more and more export expansion, as several unstable

quickly, says the study, which was based factors remain including the appreciation 

on information for 37 major countries of the Korean won and the rising

provided by Thomson Datastream. price of oil

Korea last year ranked 12th, and moved up 

to 11th in the first quarter. According to the 

Korean Government, Korea's overseas Foreign Investment Promotion Act (FIPA)

shipments between January and April 
The Foreign Investment Promotion Act shrank 23.6 percent year-on-year, but the 
(FIPA) has been enacted to facilitate combined exports of the top 15 countries, 
foreign investment through support and which account for 61.6 percent of the 
provision of convenience for foreign global export market, retreated 30.6 
investment. The Foreign Investment percent.
Promotion Act (FIPA) is the basic law for 

Korea's exports in the first four months foreign investment, and its subordinate 

were worth $104.9 billion. Furthermore, acts include the Foreign Investment 

the country's outbound shipments showed Promotion Act (FIPA) Enforcement 

the third-smallest decline among top 10 Promotion Act (FIPA) and Enforcement 

exporters. China, which placed second in Regulations stipulating matters delegated 

exports, saw the smallest retreat at 20.5 by the Foreign Investment Promotion Act 

percent on-year, followed closely by the (FIPA) and matters required for 

United States with a 22.4 percent decline. enforcement, and regulations on foreign 

That country ranked third overall. investment and technology import.

Korea displaced Canada, which ranked Also, unless stated otherwise in the 

10th in the first quarter of this year, Foreign Investment Promotion Act (FIPA), 

swapping places as its exports plunged the Foreign Exchange Trade Act will apply 

36.1 percent on-year due to falling unit to matters related to foreign exchange and 

prices for major export goods including external dealings related to foreign 

crude oil and gas. investments. The Tax Exemptions and 

Exceptions Act and its Enforcement 
The Ministry said it expects Korea to retain 

Promotion Act (FIPA) and Enforcement 
its current position as the 10th-biggest 

Regulation, and regulations on tax 
exporter this year or even climb further up 

reductions on foreign investments etc. will 
the ladder.

apply to tax reductions for foreign 

investments.“It would be possible to outrank Britain 

Overview of FDI System
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Korea Now World's 10th 
Biggest Exporter

Dr. Urs Lustenberger

Vice President, Co-Chairman Korea 

Committee and Chairman Legal Affairs 

SACC

E-mail: urs.lustenberger@gpartner.ch
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However, s ince foreign- invested North Korea and South Korea's Hyundai Mount Kumgang on the day of Chuseok 

companies are local corporations Group agreed to resume their inter-Korean (Korean thanksgiving) this year.”

established under domestic law, the same tourism projects and facilitate operation of
The agreement comes one day after North 

laws that apply to purely domestic the joint industrial park in the North's 
Korean leader Kim Jong-il met with 

corporations will apply even if the foreign- border town of Kaesong, the North's
Hyundai chairwoman Hyun Jeong-eun in 

invested company has gone through the media said.
Pyongyang in another gesture of 

processes as prescribed in the Foreign 
In a joint press release issued by Hyundai rapprochement between the North and the

Investment Promotion Act (FIPA). 
and the North's Korea Asia-Pacific Peace outside world after his meeting with

Therefore, if approval and permission 
Committee, which handles inter-Korean former U.S. President Bill Clinton earlier 

under each law are required, the relevant 
business ties, the sides also "decided to this month.

business may be conducted only after the 
arrange the reunions of separated families 

required processes are completed. The South Korean government suspended 
and relatives from the North and South in 

Foreign Investment-Related Laws

Basic Laws 

• Foreign Investment Promotion Act (FIPA)·Enforcement Promotion Act (FIPA)s·Enforcement Regulations 

• Regulations on foreign investment and technology import (Ministry of Knowledge Economy) • Comprehensive 

announcement of foreign investment (Ministry of Knowledge Economy) • Regulations on tax reduction and 

exemption for foreign investment (Ministry of Strategy and Finance) • Tax Exemptions and Exceptions Act (Chapter 5. 

Tax Exemptions for Foreign Investments etc.) Enforcement Ordinances·Enforcement Regulations 

Other Related Laws 

• Foreign Exchange Trade Act: with regard to foreign exchange and external trading related to foreign investments 

• Law on designation and operation of free trade zones  • Law on designation and operation of free economic zones 

Financial Investment Services and Capital Markets Act etc. 

In this photo released by Korean Central 

News Agency and distributed by Korea 

News Service in Tokyo, North Korean 

leader Kim Jong-il, center, poses with 

Hyun Jung-eun, left, the head of South 

Korea39s Hyundai Group on Sunday in 

North Korea, the North39s state media 

reported Sunday, days after the 

communist country released a Hyundai 

worker who had been held there for 

months. Kim and Hyun had a "cordial

talk," the Korean Central News Agency 

said in a brief dispatch from Pyongyang 

which provided few details. [AP]

North, Hyundai Agree to Resume 

Inter-Korean Tourism Project
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Hyundai's major tour program to Mount President Roh Moo-hyun to foster inter- preparatory groundwork for the

Kumgang in North Korea's east coast last Korean cooperation. It followed an earlier normalizing of ties with the U.S., given

year after a North Korean soldier shot dead June 15 Joint Declaration signed in 2000 Washington's t radi t ional ly close

a South Korean tourist who allegedly between the North and Roh's predecessor, relationship with Seoul.

strayed into an off-limits military zone. Kim Dae-jung.
"Recent developments suggest that North 

North Korea has rejected an on-site "Both sides expressed willingness to Korea has the intent to improve their 

investigation into the shooting death in the improve north-south relations and further relationship with the U.S. The North

North's eastern Mount Kumgang resort. develop cooperation for the common Korea-U.S. relationship cannot move

South Korea subsequently suspended the prosperity of the nation under the historic forward given the current chilly state of

tour program indefinitely, rapidly sending June 15 joint declaration and the October North-South relations," said Cho.

Inter-Korean relations into a downward 4 declaration," the release said.

spiral. South Korean officials, however, seemed 

to have been caught off guard by the 
A separate Hyundai tour program to 

surprise announcement, saying that 
Kaesong was shut down by North Korea in 

consultation with Seoul officials hadn't 
December of last year in retaliation against 

taken place prior to the agreement 
the South's hard-line posture.

between the private company and North 

Korea.The relations of the two Koreas have been 

virtually severed since President Lee 
"The government has not been consulted 

Myung-bak took office in February last 
over this issue. The government has to 

year with a vow to link cross-border 
review the agreement and its position will 

rapprochement with North Korean 
be announced by the Unification 

denuclearization efforts.
Ministry," a senior government official 

said, requesting anonymity."Both sides decided to resume the 

suspended tours to Mount Kumgang as 
The official said that the government and 

soon as possible and launch the tour of 
relevant parties must review the 

Pirobong, the highest peak on the 
conditions for resuming tour programs to 

mountain," the release said. "Both also 
Kumgang, adding that the government will 

agreed to resume tours of Kaesong soon 
engage in talks that are based on 

and to energize the operations of the 
principled positions and flexibility.

Kaesong Industrial Zone as the land 

passage through the MDL (Military Hyun was scheduled to return to the South 

Demarcation Line) is put back on a normal at around 2 p.m. and issue a brief press 

basis." statement at the border.

The release also noted the possible launch Despite the lack of prior consultations,

of another tour project to the North's experts say that South Korea will ultimately

Mount Paekdu, the highest peak on the consent to the agreement and use it to lure 

Korean Peninsula, "in accordance with the North Korea back to high-level inter-

progress of its (Hyundai's) preparations.” Korean talks.

To facilitate operations of the tour and the "The government won't be able to flip the 

industrial park projects, the North agreed ag reement and I be l ieve pr io r

to "restore land passage of the South side's communication between Hyundai and the

personne l th rough the Mi l i t a ry government was likely. South Korea will

Demarcation Line and their stay in the likely try to bring North Korea back into 

north side's area as they were according to high-level meetings," said Kim Young-

the spirit of the historic October 4 hyun, a professor of North Korean studies

Declaration." at Dongguk University. 

The October agreement was signed in Cho Myung-chul, researcher at the Korea

2007 between the two Koreas during the Institute for International Economic Policy,

administration of the South's late former saw North Korea's move as laying

�
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