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Abstract

Thailand has recently strengthened its economic policy toward its neighboring countries in coordination
with domestic regional development. It is widely recognized that economic cooperation with
neighboring countries is essential in preventing the inflow of illegal labor and effectively utilizing labor
and resources through the relocation of production bases. This direction is strengthened by elaborating
the GMS-EC and the ECS (Economic Cooperation Strategy). In addition, economic dependency of the
neighboring countries on Thailand is generally high. In this report, firstly, Thai regional development
policy will be made clear in relation to its economic policy toward neighboring countries as well as the
status quo of the industrial estates. Secondly, Thai policy toward the neighboring countries is examined
referring to the concept of wide-ranging economic zones, regional economic cooperation and special
border economic zones. Thirdly, the paper will discuss how closely the economies between Thailand
and the neighboring countries are related through trade and investment. Lastly, some implications on

Japan’s economic cooperation will also be explored.
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1. Introduction

In the globalizing economic circumstances, Thailand faced an economic crisis in 1997. In
the 9™ socio-economic development plan (2002-2006) based on that experience, Thailand has
been deploying development policy under the vision advocated by the King to realize “a
sufficient economy”'. A sufficient economy is defined here as a moderate, steady and
sustainable economy without seeking an impatient physical expansion. Even with reference to
economic policy toward neighboring countries, cooperation with them is strongly recognized as
indispensable.

Thailand cannot help thinking of economic development in neighboring countries as an
extension of its own domestic regional development since it shares borders with Myanmar, Laos,
Cambodia and Malaysia and has a close relationship with them, ethnically and historically.
Because the countries around Thailand have repeatedly suffered from political and social unrest,
Thailand as a result has seen the inflow of refugees that work illegally and also the importation
of illicit drugs.

Thailand commenced regional development from the central area initially and gradually
expanded out to the periphery where they have close relationships with neighboring countries.
Hence the regional development policy of Thailand has now been deployed along with the
framework for wide-ranging regional development plans under the idea of cross-country
economic zones in the wake of Indochina’s transition to market economies.

In addition, border economic zones based on the Economic Cooperation Program of the
Greater Mekong Sub-region (GMS) and the idea of a provincial industrial cluster from the
viewpoint of strengthening international competitiveness within industries is also involved. It is
feasible that economic influence integrating these policies would expand and affect the
neighboring countries through the economic development of these border regions.

Thailand has deployed a regional and local development policy attracting foreign direct
investment to industrial estates. Thailand intends to expand industrial estates to local and border
areas so that their economic effects would reach the neighboring countries. Especially, the
current Thaksin administration has been carrying out the strategy following the GMS program

and the Economic Cooperation Strategy (ECS) focusing on the idea that the interests of

" This idea is based on the words “Seetthakit Phoohien [sufficient economy] > in a speech by the King on

December 5, 1997 in front of a nation discouraged by the economic crisis. It referred not only to such human virtues

as the spirit of moderation admonishing to go to the extreme, adaptation to a new environment and self reliance but

also to refrain from being too dependent on the market economy and the importance of international cooperation.

This was the basic idea shared in drafting the 9" development plan (Bangkok Japanese Chamber of Commerce
[2003, pp.122-123 ] .



Thailand and the neighboring countries will be mutually beneficial. The concept is to relocate
production bases to border areas where relative advantages such as cheap labor and raw
materials are available while developing consumer markets. Moreover, The Thai government
started economic cooperation for building infrastructure such as roads and bridges between
Thailand and neighboring countries. The effects of these dynamic projects should be seen after
2006-2007 when these series of projects will start completion.

Accordingly, in this report, the following matters will be made clear firstly; the relevance
between Thai regional development and economic policy toward the neighboring countries
(hereafter, the neighboring countries mainly means CLMYV, that is, Cambodia, Laos, Myanmar
and Vietnam) as well as status quo of the industrial estate and the industrial cluster formation.
Secondly, Thai policy toward the neighboring countries is analyzed referring to the concept of
wide-ranging economic zones such as the ECS, regional economic cooperation and special
border economic zones. Thirdly, the paper will discuss how closely the economies between
Thailand and the neighboring countries are related through trade and investment. Lastly, based
on the above survey, the role and direction that Thailand has been playing for the neighboring
countries will be summarized and some possible implications and recommendations on Japan’s

economic cooperation will also be proposed.

2. Regional Development Policy in Thailand

2.1.Close Relationship between Thai Regional Development Policy and Its Economic

Policy toward Neighboring Countries

Like other developing countries, an economic gap between urban areas and local ones is
observed also in Thailand. The gap between the Bangkok urban area and the Northeast, where
is said to be the poorest region, expanded from 7.1 times in 1985 to 9.6 times in 1993 in terms
of per capita GRP (Gross Regional Product). After that, the gap shows a tendency to narrow at
7.5 times in 2003. The expansion of the gap in the past is due to the difference of economic
structure such as the metropolitan area which is endowed with industrialization through foreign

direct investment and the local economy which depends on agriculture’.

% Details of regional income gaps can be referred to Ikemoto [2000,pp.59-81].
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The issue of the economic gap between urban areas and rural areas or the center and the
local area was recognized from an earlier time in Thailand and regional development policy
actually started from the 3™ socio-economic plan (1971-76). So far the policies focused on the
two strategies such as decentralization of industries and the development of growth centers or
cores in local regions. Although various policies such as employment creation in rural areas
were taken to alleviate poverty in local areas, sufficient results could not be attained. Especially
after the later half of the 1980s when Thailand succeeded in industrialization by attracting
foreign direct investment, development policy focusing on industrialization has become main
stream even in local regions.?

Regarding decentralization of industry, the Board of Investment (BOI) enacted the
Investment Promotion Act in 1977 and promoted inducement of foreign direct investment. Later,
in the revision of the act in 1987, the whole of Thailand was divided into three zones specifying
industries to be established in each zone and giving high tax incentives to zone 2 and zone 3
which are remote from the metropolitan area. And as will be mentioned later, since its
establishment in 1972, the Industrial Estate Authority of Thailand (IEAT) has also been
endeavoring to establish industrial estates in the other regions outside Bangkok.

While the concept of “regional urban center” progressed, it specified nine cities as
“regional urban growth centers” in the 4™ development plan (NESDB [1977, pp.224-228])*, six
cities within five provinces in the 5™ development plan, and five major regional urban centers in
addition to 19 sub-centers in the second phase in the 6™ development plan (NESDB [1987,
pp.307-317]). Moreover, during the 5" development plan period, the Eastern Seaboard
Development Plan was proposed to make a growth center substituting for the Bangkok
metropolis and to collaborate with the Northeast region.

In the 7™ development plan, nine provinces were specified as “industrial development
centers” in succession of “regional urban growth centers” concept while a vision of wide
ranging development was added to designate “new economic zones” in such four regions as the
North, the Northeast, the West and the South. At the same time, the provision of infrastructure
was targeted as the important task (NESDB [1992, pp.119-123]). In the 8" development plan, it
was mentioned clearly that “regional industrial centers” should be developed in nine provinces

by setting up industrial estates.

3 Prasert [1995, pp.68-73]. Although the effect of agricultural development is moot, Prasert is one of the executive
scholars who emphasizes the effect of industrialization realizing the limitations of agricultural development in local
areas in Thailand.

* NESDB stands for the National Economic Social Development Board.
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As the result, both the numbers of registered factories and the BOI promoting investments
showed a gradual increase since the latter half of the 1980’s even in the Northeast and the North.
For example, Nakhon Ratchasima, which is a gateway to the Northeast of Thailand, developed
to become the second city following Bangkok with the growth of the Suranaree industrial zone
founded in 1989. But, there is also the view that these two strategies were not effective and
regional development remained just rhetoric in terms of a development plan while the
government policy actually emphasized the development of the metropolitan area. The main
reasons are as follows; the BOI’s emphasis on investment scale than regional allocation on the
approval of investments, insufficient investment in infrastructure due to financial insufficiency,
poor coordination among such public organization as the BOI and the IEAT. From the
investors’ viewpoint, tax incentives given to local regions were not larger than the merit attained
from the industrial clusters in the metropolitan areas.’

On the other hand, as the early 1980°s is the period that trade with Indochina was promoted,
expansion of the concept from the regional urban centers to the boarder economic zones could
be observed. In the 7" development plan, promotion of boarder trade was referred to concerning
the New Economic Zone in the North and the Northeast over such provinces as Chaing Rai, Tak,
Nogng Kai, Mukdahan and Ubon Ratchathani (NESDB[1992,pp.122-123]). In the 8"
development plan, it is mentioned that opportunity of industrial development should be created
by setting up special economic zones and tax-free zones along the borders to promote trade and
investment both inside Thailand and with neighboring countries (NESDB[1997, pp.67-68).

Also in the 9™ development plan, the development using the potentiality of each region for
balanced regional development is targeted and the strengthening of economic relations and
mutual prosperity in regions are emphasized. It is also shown that reinforcement of regional
competitiveness through expanding markets and bargaining power over trade, investment and
economic cooperation is necessary’. With reference to the North, it is clearly mentioned that
Chiangmai, Chaing Rai, Lamphun, and Lampang should be developed in close relationship with
the GMS countries. In the Northeast, the following are pointed out; Nong Kai, Mukdahan and
Nakhon Phanom should be facilitated as the gateways to Indochina, making Ubon Ratchathani
the center of the region, making Nakhon Ratchasima and Khon Kaen a center to connect the
North and the Eastern Seaboard, promoting tourism linking with Indochina. It is also

emphasized that border provinces along the East-West Economic Corridor and the North-South

> For the details, refer to “Income Distribution, Poverty and Spatial Inequality”, Dixon [1999, pp.214-238].
8 NESDB [2002]. Regarding reinforcement of cooperation with neighboring countries, refer to “National Positioning”
(p-14) in Chapter 1 and “Competitiveness and Capability Enhancement Strategy” (p.85, p.91) in Chapter 7.
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Economic Corridor should be developed as the gateways to the GMS countries (NESDB[2002,
PP.55-56])).

Since the Thai economy has developed far more rapidly compared with the neighboring
countries, economic gaps have arisen. In terms of the share of industry in the Gross Domestic
Product (GDP) in 2003, Thailand and Vietnam account for 44.0% and 40.0% respectively while
Myanmar, Laos and Cambodia are still agricultural countries. The GDP index is 0.27 in
Vietnam and less than 0.04 in Myanmar, Cambodia and Laos when the GDP of Thailand is
counted as 1. In addition, the annual per capita income of Thailand is 4.5, 5.9, 7.1 and 14.3
times larger than Vietnam, Laos, Cambodia and Myanmar respectively’.

This economic gap, especially income gap between Thailand and the neighboring countries,
results in the inflow of illegal foreign workers into Thailand and becomes the main causes of
drug inflow and various crimes. For example, the number of arrested foreign workers in 2002
was149,506 persons. Of those, Myanmarese, Cambodian and Laotian accounted for 87,536
persons, 46,586 persons and 13,373 persons respectively. It is estimated that more than one
million illicit workers stay in Thailand most of whom are from Myanmar, Laos and Cambodia®.
In order to solve these issues, the Thai government is now planning to set up special economic
zones in border areas to relocate agriculture and labor intensive industries from the center to
there and to utilize the cheap labor and resources of the neighboring countries and finally to stop
the inflow of the illegal migrants and the relevant problems.

Thus, from both the viewpoint of domestic regional development and economic policy
toward the neighboring countries, the development of border areas has become significant
issues to tackle. And regional development policy in Thailand has been undertaking a new

phase of regional development in crossing borders and expanding to the neighboring countries.

2. 2. Development of Industrial Estates
(1) Decentralization Policy
It is external development by attracting foreign capital into industrial estates that plays a
consistent and significant role and the effect is remarkable in the development of Thailand.
Since the IEAT was established in 1972, development of industrial estates has been carried

out dispersedly not only in metropolitan Bangkok but also in other provinces. The first

7 Author’s calculation is based on each country’s statistics in ADB [2004].Myanmar is compared with GDP in 2001.
¥ Recently, the Thai government started adopting a policy to utilize these illegal immigrants by giving working
permits if they comply with registration. In July, 2004 when the Labor Department requested registration of these
illegal immigrants, 1,269,074 persons completed registration, of whom the majority were 905,881 Myanmarese.
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industrial estate was completed in 1985 after starting construction in 1982 in Lamphun in
Northern Thailand. Before the time of the Plaze agreement due to which a foreign investment
boom occurred, there were only five estates all over Thailand. However, the development of
industrial estates has aggressively been made jointly with private developers in the wake of
increasing foreign investment to Thailand. 17 out of the current 30 industrial estates were
established after the 1990s (Figure 1). Both the industrial estates in Map Ta Phut and Leam
Chabang and the related Map Ta Phut Port, which were implemented in the early 1980s and
started full fledged operation from the early 1990s, have become the largest industrial areas in
Thailand exporting the majority of exports by creating industrial clusters of automobiles,
electric and electronics, and petrochemical products. This Eastern Seaboard Development
Project is the plan that the Thai government, especially the NESDB, aimed at industrializing
centering on heavy and chemical industries and at the same time decentralizing and moving to
local areas to avoid concentration in the metropolitan area.

As of August 2004, the industrial estates administered by the IEAT are located in 30 places
over 13 provinces which are composed of nine estates developed by the IEAT and the rest
jointly developed with private developers. These estates account for 2600 factories, capital
investment of 1.2 trillion baht (2.7 billion US dollars), 400,000 employees (equivalent to 7.9%
of 5,050,000 manufacturing employees in 2002) and a total of 76,269 Rai (12,203 ha). In terms
of the nationality of invested capital, Japan accounts for a majority of 46% followed by US,
England, Germany, South Korea, and Singapore at 17%, 12%, 8%, 3% and 3% respectively’.
The 30 industrial estates are located in zone 1 which is the Bangkok metropolis, in zone 2 in the
vicinity of the zone 1 and the central area, and zone 3 which are outside remote-areas
respectively 7, 12 and 11 places (Figure 1). Although zone 3 holds 11 places, the really remote
regions such as the North and the Northeast hold only one or two each while seven places are
located in Rayon in the Eastern Seaboard area which is relatively close to the metropolitan area.
According to a plan of the IEAT, they are planning to establish an additional 26 estates all over
Thailand by 2007. These include new estates to be made in the boarder areas following the
wide-ranging economic zone plan based on the GMS-EC and ECS, and new ones in the North
and the Northeast in addition to the expansion of the existing ones and the new ones in the
central area. Especially in the Northeast, there are new plans to set up in Nongkai, Udonthani,

Nakhon Phanom, Chaiyaphum and Buriram. Also in the North, there is a plan in Nan province.

? Reference to IEAT [2003, p.25] and the web page of the IEAT. But these figures are based on the data of 29 estates
in 2003.



With reference to establishment in border areas, there are plans in Chiang Rai, the Myanmar
boarder (between Mae Sot and Miyawaddy), the Laotian border (between Mukdahan and
Savannakhet) and the Cambodian boarder (between Trat and Koh Kong). Presently, seven
industrial estates are under construction or about to be according to the IETA action plan
(Figure 1).

In addition to these industrial estates under the IEAT, there are about 30 estates developed
by private developers, which are not authorized by the IEAT and thus not referred to as
industrial estates, but are generally called industrial parks, and tax incentives by the [EAT and
the BOI are not automatically applicable. Application of the tax incentives at the BOI should be
made by individual advanced industry.

The IEAT and the BOI have in collaboration promoted investment in zones 2 and 3. It was
stipulated to specify and guide an industry to a specified zone while tax incentives such as
exemption and reduction were provided to promote investment to zone 2 and zone 3 compared
with zone 1. For example, there is a full exempted period of corporate tax of three years, seven
years and eight years in zone 1, zone 2 and zone 3 respectively while 50% exemption is added
for five years in zone 3. A 50% import tax on imported capital goods is imposed in the General
Industrial Zone (GIZ) in zones 1 and 2 while there is no import tax in zone 3. Also with
reference to capital possession, the foreign industries located in zone 3 were approved to have
100% ownership'’.

But, the BOI has recently reviewed the zoning system which made a base of the investment
act by emphasizing formation of industrial clusters to enhance industrial competitiveness. The
BOI decided in January 2002 that automobile industries so far specified in zone 3 would be
exempted from this zoning in cases where investment exceeded ten billion yen. The BOI
converted to the direction that any industries except for ones needing environmental
consideration could invest anywhere to gain relative advantage. Although the zoning system
specifying industries to a certain zone was abolished, tax incentives given to the industries
located in remote areas principally remained. On the other hand, exemption of import tax on
imported goods and the maxim eight year-exemption of corporate tax are provided regardless
the zones in the case of such industries as Skill, Technology and Innovation (STI), hard disk

drives, software, films and agro-industries that Thailand emphasizes. Thus, keeping the balance

' The current act was stipulated in 1977, and the zoning system was introduced in the revision in 1987(decree).
Regarding incentives of zones refer to Japanese Chamber of Commerce [2003, p.152].
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of viewpoints between international industrial competitiveness and the decentralization has

become a significant and sensitive issue.

(2) Industrial Cluster Policy

Since the economic crisis in 1997, the Thai government has been paying strong interest in
the policy to recover and reinforce industrial competitiveness. The Thaksin administration
established a committee on improvement of industrial competitiveness in the NESDB to aim at
building up Thai relative advantage designating such five targeted industries as agro-industries,
automobiles, fashion, information technology and services. As a part of the policy, the
government has recently put emphasis on creating industrial clusters. From 2002 through 2003,
Dr.Michael Porter was sometimes invited to make surveys and seminars on industrial clusters'.
On the other hand, this policy to create industrial clusters has been influencing regional
development in Thailand. The Thai government has been making development policies in which
the formation of industrial clusters is included in regional development, that is, making up
relatively advantageous industrial clusters in each region while considering characteristics of
each region.

In June 2004, the NESDB revealed that a total 8 industrial clusters would be built up within
3 years, that is, 2 clusters in each 4 regions such as the North, the Northeast, the Central and the
South, based on their research. It is reported that these industrial clusters would be built based
on locally existing 33 core industries such as foods, garments, automobiles, chemicals, plastics,
electric appliances, electronics, architecture, household wares, etc. The central region,
concentrated with industrial estates, is reportedly conceptualized to become an economic hub of
the Southeast Asia'’.

The BOI also made public the strategy that provincial clusters should be made from the
viewpoint of improving industrial competitiveness in the new investment policy released in
December 2003". Prime Minister Thaksin, who comes from an industrial circle and declared
himself as the CEO (Chief Executive Officer) of his government, has executed administrative
reforms. As one of the reforms, Thaksin appointed the CEO Governors over 75 provinces who

had to implement and to be evaluated based on provisional development plan. The provincial

"' One of the outcomes commissioned by the NESDB is Michael E. Porter, Thailand’s Competitiveness: Creating the
Foundations for Higher Productivity, May, 2003.
12 “NESDB’s 3 year plan for industrial clusters”, Nation, June 4, 2004. Regarding the hub concept of the central
region is referred to Nation, May 18, 2004.
13 BOI, Thailand Investment Roadmap; BOI Investment Strategy 2004
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industrial cluster strategy of the BOI is to support the provincial development plan of CEO
Governors. The strategy has the plan to set up 19 clusters in 4 regions of Thailand as follows;

i) The North (16 provinces, 3 clusters) should be composed of IT cities and software parks by

means of foreign direct investment from US, Japan and India.

ii) The Northeast (19 provinces, 5 clusters) should be composed of OTOP (One Tambon One
Product) movement related R&D and supporting industries related with investment from
US and Japan.

iii) The Central and the East should be composed of bio-technology, agro-related R&D,
automobiles, electronics, tourism and distribution related industries by way of investment
from Japan, South Korea, U.S. and EU.

iv) The South (14 provinces, 5 clusters) should be composed of tourism, distribution, rubber,
halal food for Moslem considering the linkage with Malaysian and Singapore.

The IEAT has also proceeded with the planning and construction specialized in specific
industrial clusters following national policy. According to the National Industrial Estate
Strategic Plan of the Authority, specialization of regions and industries are made as follows
(IEAT [2003, p.26));

1) Automobile industries in the Eastern Seaboard which is now called the “Detroit in Asia”.

i) Fashion industries in the Gemopolis industrial estate and textile-garment related industries

in Ratchaburi and Kanchanaburi.

3. Thai Economic Policy toward Neighboring Countries

3.1. Concept of Wide-Ranging Economic Zones

In compliance with the movement of liberalization in the Indo-china after the mid 1980s,
the Thai government started showing interest in economic association with Indochina. Prime
Minister Chatchai, who was inaugurated in August, 1988 under these circumstances, launched a
new Thai policy toward Indochina with an impressive slogan “convert Indochina from the
battle field to the market”'*. This is the beginning of the so-called “Baht Economic Zone” which
became a volatile topic in Japan at that time.

Since Chatchai’s progressive economic policy toward Indochina, the Thai government has

continuously supported and led neighboring countries especially the countries along Mekong

!4 Regarding the political and economic situation of Indochina until the late 1980™, refer to Amakawa [1993, pp.2-17].
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river basin with the concepts of wide-ranging economic zones. Among these concepts, there are
the following ones; GMS-EC (Greater Mekong Sub-region Economic Cooperation, formulated
in February 1992) advocated by the ADB (Asian Development Bank), concept on the Financial
Center in the South Asian Continent (in December 1992), the ECR (Economic Cooperation
Rectangle) between the Northern Thailand and the neighboring countries ( in May, 1993), ITM-
GT (Indonesia-Thailand-Malaysia Growth Triangle, in 1993), ACMECS (Ayeyarwady-Chao
Phraya-Mekong Economic Cooperation Strategy, November, 2003, this is also called :
Economic Cooperation Strategy: ECS) and the BIMST-EC (Bangladesh, India, Myanmar, Sri
Lanka, Thailand Economic Cooperation in June, 1997. The name was changed in July, 2004 to
the Bay of Bengal Initiative for Multi-Sectoral Technical and Economic Cooperation).

Herewith, review should be made on the concept “ Financial Center in the Southeast Asian
Continent” which is the concept to make up “Baht Economic Zone” based on the idea of
Chatchai as well as on “ACMECS” which was developed by Thaksin following the same stream
of idea. Especially ACMECS (=ECS) concept is the most significant to pursue the direction of
Thai policy toward the neighboring countries and its regional development policy because the

concept is to implement the decisions and ideas made in the GMS-EC by Thai initiatives.

(1) Concept of a Financial Center in the Southeast Asian Continent

The Central Bank of Thailand in October1992 made public “the concept of a financial
center in the Southeast Asian continent”, which theorized that the transaction of trade and
investment in Indochina should be made in Baht. Behind this, there were economic revival
programs in Indochina and monetary liberalization policy in Thailand at this time. The central
bank of Thailand was estimating in around 1990 that trade between Thailand and Laos,
Cambodia and Vietnam would triple in five years from 1988 and the amount of investment
with them would reach 1.2 billion U.S. dollars during the same period. It was planned that
Bangkok would grow to an international financial center equivalent to Hong Kong and
Singapore by procuring the enormous amount of money necessary for the above demand
(Suehiro [2001, p.16]).

On the other hand, since Thailand transferred to the countries applicable to the IMF article
8 in May, 1990, it started liberalization of foreign exchanges, capital transaction, and domestic
interest rates. Although this was targeted at introducing foreign capital aiming at the difference
of interest rates between Thailand and outside, the main purpose was to open an account so that

trade transaction with Indochina and Myanmar could be done in baht. In March 1993, the Thai
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Ministry of Finance set up the BIBF (Bangkok International Banking Facilities) and approved
47 domestic and foreign banks to undertake offshore transactions. The intention was to
introduce to Thailand the funds of Singapore and Hong Kong to utilize them for trade and
investment toward Indochina. In short, this intended to ensure the supply of funds from outside
financial markets to Indochina (OUT-OUT). However, Thailand in parallel approved the
transaction of inducing foreign funds to Thailand (OUT-IN). At that time, capital demand was
so high in Thailand that foreign fund mostly flew into Thai domestic economy while the OUT-
OUT transactions were very scarce. The flown-in funds were used for speculation in real estate
and stocks resulting in Thailand's economic crisis in 1997 from speculation boom and the

resultant breakdown of a bubble economy.

(2) ACMECS Plan

Thai Prime Minister Thaksin revealed clearly and positively an outward policy toward the
neighboring countries in 2003, though until then he was paying much more attention to
domestic policy such as support for local farmers, urban small and medium scale entrepreneurs
and the poor for the recovery of the Thai economy after the economic crisis even while showing
interest in foreign policies with neighboring countries. At the special ASEAN Summit regarding
SARS (Severe Acute Respiratory Syndrome) held in Bangkok in April 2003, Thaksin advocated
the ECS (Economic Cooperation Strategy) plan. After having a ministerial-level meeting among
the related countries and relevant workshops, the plan was made public as the ‘“Pagan
Declaration” at the ECS summit held in Pagan, Myanmar by the representatives from Thailand,
Myanmar, Cambodia and Laos on November 12, 2003. The agreement among these four
countries is formally named the ACMECS (Ayeyarwady-Chao Phraya-Mekong Economic
Cooperation Strategy) after the name of the main rivers running in this region.

As a background to promote this plan, economic and socio-political factors are pointed
out (Kondo [2004,pp.14-16]). The economic factor is that there are such big differences of
incomes as the Thai GDP is 4 times that of Vietnam, 68 times that of Laos while per capita
income is one fifth and one fourteenth that of Vietnam and Myanmar respectively. Thus,
Thailand intends to utilize the cheap labor and resources of neighboring countries by relocating
its production bases to border areas to maintain its international competitiveness. Regarding
socio-political factors, since Thailand has been suffering from an inflow of illegal immigrants
and resultant crimes such as drug trafficking from the neighboring countries, it aims to resolve

these problems by supporting economic development in the neighboring countries.
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This ECS plan has the ECSPA (ECS Plan of Action) to carry out 46 projects related with
all countries as well as 224 bilateral-country projects, both of which are categorized in the
short term (2003-2005), the medium term (2006-2008) and the long term (2009-2012) during a
period of 10 years (2003-2012). It was decided that Ministerial-level and high ranking official-
level meetings should be held once each year and the summit meeting of Prime Minister-level
is to be held biannually".

The main contents of the agreement intends to convert the region to a peaceful and
prosperous one by making full use of various economic strategies by the four countries, namely
Thailand, Myanmar, Laos and Cambodia which share a similar heritage of history, culture and

religion.

i) To bring improvement of competitiveness and growth along borders
ii) To promote relocations of agriculture and manufacturing to the places with relative
advantage
iii) To diminish income gaps among the four countries and to create opportunities of
employment

iv) To improve peace and stability and to accomplish sustainable prosperity

And, the concrete fields of cooperation are the following five:

i) Promotion of trade and investment: Utilization of relative advantages of the related
countries, effective distribution system of goods and to promote investment for
employment creation, to increase income and to decrease socio-economic disparity.

ii) Cooperation in agriculture and manufacturing: to promote cooperation through improving
infrastructure, cooperative production, institution on marketing and purchasing.

iii) Cooperation in transportation linkage: development and utilization of transportation
linkage between the related countries, and promotion of trade, investment, agricultural
production and tourism through the transportation linkage.

iv) Cooperation in tourism: promotion of joint strategies on cooperation for tourism among
the related countries and the promotion of tourism within or outside of the four countries.

v) HRD (Human Resource Development): The development of people and institutions in the

region and the implementation of measures to develop strategies for HRD.

In the ECS action plan, Thailand in terms of bilateral base plans in the above five fields
proposed respectively 65, 50, 58 projects within Cambodia, Laos and Myanmar. Among the
bilateral projects, there are many projects which were decided as the ADB-GMS related projects.

The main idea is to make sister city agreements among the cities in border areas which have

15 “ACMECS” in the Web of MFA (January 13, 2005).
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strong linkage in transportation, and to set up special border economic zones including
industrial estates and agricultural concentrated areas. This idea is exemplified by the border
areas between Trat in Thailand and Kok Kong in Cambodia, Mukdahan in Thailand and
Savannakhet in Laos as well as Mae Sot in Thailand and Miyawaddy in Myanmar.

Thai Prime Minister Thaksin is highly respected by the leaders of the related countries on
the leadership advocating ECS plan among Myanmar, Laos, Cambodia and Thailand. Although
Vietnam did not participate in this agreement at first, it became a member of the plan on May 10,
2004 following the announcement of its intention to participate by the Foreign Minister of
Vietnam in April 2004'.

Though at present, it is of the utmost importance to bring up a feeling of trust among the

related countries and finalize the financial procurement to realize this plan.

3.2. Regional Economic Cooperation of Thailand

Thailand has now launched economic cooperation toward neighboring countries based on
the GMS program to convert this underdeveloped area to an active economic one. Hereafter,
Thai regional economic cooperation should be examined with special reference to traffic
infrastructure, which are the basic projects in the GMS and the ECS program to build roads, to
set up economic zones in the vicinities along the roads, and to cooperate across borders over
trade, investment, tourism, etc.

Prime Minister Thaksin revealed that ten billion baht would be provided annually in the
ECS plan for the construction and renovation of four lane roads to connect the targeted cities
among Thailand, Myanmar, Cambodia and Laos. The foundation for this program was already
established at the Fiscal Policy Office, Ministry of Finance in 1996 as the NECF (Neighboring
Countries Economic Development Cooperation Fund) in compliance with fund demand to build
infrastructure in Cambodia, Laos, Myanmar and Vietnam (Shimomura [2004], p.31). Based on
this, the provision of 300 million baht was decided as a soft loan in February 1997 at the
Cabinet for the construction of the 164 km road between Kengtung and Shan state in the
Northern Myanmar. This is the first project of the NECF. At that time, the Thai Export and
Import Bank had played a leading role in injecting funds to development projects in neighboring
countries such as the construction of the Mandalay airport in Myanmar. But, these development

projects were suspended due to the economic crisis in 1997 in Thailand.

16 «“ACMECS” in the Web of MFA (January 13, 2005).
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As of August 2004, the total on-going projects by the NECF are as shown in Table 1 and
amounted to 6.5 billion baht. There are six projects involving road construction which were
already decided related with the North-South Economic Corridor, the East-West Economic
Corridor and the South Economic Corridor in the GMS program and backed up again as the
ECS program. There are three projects on Laos, two projects on Cambodia and one project in
Myanmar as follows;

i) A part of the North-South Economic Corridor from Chaing Rai via Myanmar to Kunming,

China.

Thailand and Laos in January 2002 made agreement to construct the road connecting

through to Chian Rung and Kunming in China via HuayXai and Luan Nam Tha in Laos by

constructing a pier in Chiang Khong in Chaing Rai'’. Thailand in October 2002 made an
agreement to provide Laos with a soft loan of 1,300 million baht. It is a loan which is over

30 years with a ten year-exemption on interest and 1.5% interest over the rest of the period.

With regard to this route there is a plan to construct a third Mekong bridge between Chiang

Khong in Thailand and HuayXai in Laos. Also on this route, the second Mae Sai bridge

was completed in April2004 and one-stop-service check points are to be built in the both

sides of the border bridge within 2004. The building of this infrastructure for transportation
is indispensable for the plan of Chiang Rai special economic zone to strengthen the
relation over trades and investments among Kunming, Myanmar and Laos.

ii) A plan to build the 3.5 km railway (197 million baht) between Nongkai in Thailand and
Thanaleng in Vienchian by using the first friendship bridge completed by Australian Aid
in 1994. A loan agreement was made at the end of 2003 and 30% of the fund is to be
provided as a grant while the rest is to be made in a 30 year-loan with 1.5% interest and
the construction is to be for three years from early 2006.. It is a condition that Thai
corporations should be mainly utilized in the construction.

iii) The 49 km road construction between Houi Kon and Pakbeng in the Northern Laos (840
million baht).

iv) The 151 km road construction between Trat in Thailand, Koh Kong and Sre Ambel in
Cambodia.

v) The road renovation between Chong Sagyam, Anlongweng and Siem Reap in Cambodia.

Construction is to be from August 2004 and to be completed by the end of 2005.

'7 Nation, January 11, 2002.
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vi) The road construction connecting Mae Sot and Hpa-an in Myanmar by the request of
Myanmar in April, 2003. The construction is a part of the East-West Economic Corridor
from Moulmein in Myanmar via Mukdahan and Savannakhet in Laos to Dan Nang in
Vietnam. This 153 km construction is an ambitious plan for Thailand in order to become
a pivotal place along the East-West Economic Corridor to transport goods from India to
Vietnam. Thailand is scheduled to grant 80 million baht to improve the 18 km road from
the Thai border and the rest is to be given as a grant and a loan of which the amount has
not been decided. Also there is a plan to renovate Tavoy Harbor located in the South of

Myanmar in order to improve transportation to Thailand through the Andaman Sea.

Thus, although the development of infrastructure in the GMS region is being carried out
partly by Thailand, it is not affordable for the member countries. They strongly expect aid from
the other countries, regions and international organizations. Accordingly, Thailand initiated and
decided in the 3™ ECS Ministerial level meeting held in Yangon in August 2004 that not only
the representatives of the ACMECS member countries but also advanced countries and the
international organizations would be invited. As a result, at the ministerial level meeting in
Kurabi, Thailand on November 2 representatives of Australia, France, Germany and Japan
attended and examined the feasibilities of the 12 projects. Among them, Japan proposed the
economic aid for Savannakhet Airport renovation while Thailand and Germany agreed to sign
the MOU to support the third country, as well as France revealed support of the ACMECS
projects'®. Economic aide by Thailand is to be given in baht not in dollars and more than half of
the aid is earmarked for Thai corporations. That is the so called “tied aids” which is intended to
prosper Thai industries. Although this aid has been carried so far by the Export-Import Bank of
Thailand, the Thai government decided in November 2003 to establish a comprehensive
organization to undertake a wide range of functions and practices over loans like the JBIC
(Japan Bank of International Cooperation). However, before establishment the Thai EXIM bank

will continue to perform this role.

3.3. Special Border Economic Zones
The ADB in early 2000 carried out a survey on the GMS economic corridors by the
requests of the GMS countries. At the GMS Summit held in November 2002 to commemorate

the 10th anniversary after the establishment, the framework of the GMS strategy for the next ten

'8 Bangkok Post, November 2, 2004 and “ACMECS” in the Web of MOF.
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years and the flagship program were approved. Here also it was confirmed that the economic
corridors would not only result in the building of roads and bridges but would also set up

economic development areas along them. The following development projects are now going on.

(1) Chaing Rai Border Economic Zone

Thailand has a plan to set up the “Chaing Rai Border Economic Zone” as a business hub
centering on Chaing Rai province where there is linkage with Yunnan of China, Laos and
Myanmar along the North-South Economic Corridor. This is based on the plan of the NESDB
of Thailand that 35 programs and 112 projects( a total investment of 475.8 million dollars) is to
be made for human resource development, urban development, industrial development, trade,
tourism, infrastructure, environment, public health, and institutional improvement in Mae Sai,
Chiang Saen and Chieng Kong in Chaing Rai province (JETRO[2004, p.101]).

The NESDB sees this Chaing Rai development plan as a pilot project and recognizes that
the outcome of the project would have great influence on the fate of other border economic
zones'. This project is a long project over the period from 2006 through 2014 in which the
following projects are being carried out by 2006.

i) Mae Sai: In order to promote border trade with Myanmar, a custom office in Mae Sai was
improved to a one-stop-service, and another custom office is to open in a different place
within 2005, following completion of the second Mae Sai bridge in March 2004 along

with a temporary custom office beside the bridge.

ii) Chiang Saen: Renovation of pier I was completed and the related custom office was
improved to a one-stop-service. Pier II is scheduled to be built by 2007 and the
industrial estate is to be constructed. Since the signing of the FTA (Free Trade
Agreement) with China in 2003, inflow of Chinese commodities into Chiang Saen port

seems to be increasing recently.

iii) Chieng Kong: The pier of the Chien Kong port was renovated and the custom office is
being changed to a one-stop-service. The third Mekong bridge is to be built and the new
custom office is also to be built by 2007.

The establishment of an industrial estate in Chian Saen is thought to be especially crucial

as a core of this regional development. The IEAT in an action plan of 2004 launched the project

' Based on a hearing at the NESDB and the sites (August, 2004). Progressive situation of the projects are referred to
the NESDB’s internal document “Chiang Rai Border Economic Zone Conceptual Framework™ 2004.
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to set up an industrial estate along with an ICD ( Interland Container Depot) procured 3100 Rai
(512 ha) in Sri Don Moon in Chien Saen®’. The IEAT already made a MOU in 2003 with KNTZ
(Kunming National New and High Tech Industrial Development Zone) to develop an industrial
estate and to invite about 100 investors from China. The initial cost of the industrial estate is
estimated to amount to four billion baht and to be shared jointly by Thailand and China. In
September 2004, about 40 investors from Yunnan reportedly visited the expected area to have
meetings with the Governor of Chaing Rai province, executive members of the IEAT, the
NESDB and the BOI and showed interest in investment in pharmaceutical, electric and
electronics industries. It is also reported that the Thai side takes one month to conduct a socio-
environmental survey and the China side takes six months to make surveys on technical,
marketing and regal aspects®'. After finishing a feasibility study started from March 2004, it is
scheduled to make a formal contract with the Chinese government within 2004 and to start
construction in 2005. According to the IEAT, they are targeting such six fields of industries as
agro-processing, jewelry, garment, distribution, motorcycle parts and electric-electronics. The
Yunnan state reportedly so far accepted about 150 investments from Thailand for electrical
plants, animal feeds, plastics, hotel, wood processing and agriculture®. With the construction of
this industrial estate, after this, it is thought that investment from China to Thailand will be
reversely made along the North-South Economic Corridor. There is an observation that China

has a clear strategy to make Chien Saen a place to link exports for ASEAN, Europe and the U.S.

(2) Mukdahan-Savannakhet Border Economic Zone

On January 21, 2002 Laos issued a proclamation by Prime Minister that a special economic
zone should be set up in Seno district of Savannakhet State. At present, renovation of national
highway No.9 (208 km) has been progressing following the GMS plan by the Japanese grant
and the ADB loan. The second Mekong bridge which started from the ground breaking
ceremony in March 2004 to connect Mukdahan to Savannakhet over the Mekong River is
scheduled to be completed in 2006. For the fund, Japanese yen loan was decided in 2001 to
provide Thailand with 4.079 billion yen and Laos with 4.011 billion yen respectively.
Completion of the bridge will make it possible for transportation time to be reduced to 4-5 hours

(without time for custom clearance) between Mukdahan and Danan port in Vietnam although at

2 Based on a hearing at the IEAT (August 2004) and IEAT [2003, p19].
2l «“Chinese team to join talks today”, Bangkok Post, Septemer 24, 2004.
2 Nation, October 22, 2003.
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present it takes a few days by sea between Thailand and Vietnam. This means that Mukdahan
would become closer to Danan than to Leam Chaban port in Thailand™.

With reference to the development of the special economic zone in Savannakhet, the JICA
(Japan International Cooperation Agency) proposed to set up a complex special economic zone
furnished with such functions as free passing zone, export processing zone and free trade zone,
based on a survey carried out from July 2000 through January 2001 with a Japanese consulting
agency, KRI (Koei Research Institute) International®*. Based on this proposal, it is planed to
build a total of 325 ha. industrial estates including site A composed of factories, residential
areas, hotels, duty-free commercial areas and entertainment facilities and site B composed of
factories, logistic center and warehouse. Although the estate is planned to be set up gradually in
three stages from 2003 to 2011, it has not yet started as of 2004. The Laotian government is
expecting investment from Thailand after deciding to provide the leasing of land without time
limits along with exemption of corporate tax for five years. Although the IEAT wants to have an
industrial estate on the Mukdahan side, there is a request from Laos to refrain from doing so.
Thus, the IEAT reportedly for the time being has been giving technical cooperation in the aspect

of development and management to establish an industrial estate in Savannakhet.

(3) Trat- Koh Kong Border Economic Zone

Also underway is an IEAT action plan for 2004 that Thailand will establish an industrial
estate with 200 Rai (320 ha.) in Koh Kong in Cambodia along the framework of establishing
border economic zones based on the ECS initiated by Thaksin administration from 2003. Since
Koh Kong is close to the Khlong Yai area of Trad province of Thailand, there is expected to be
provision of cheap labor and raw materials. The estate is to be completed in 2006 targeting such
industries as food, fishery related, glass, textiles, electronics, motorcycle and parts. By realizing
this, Cambodia will make it possible to create employment, technology transfer, and to secure

foreign money by exports.

(4) Myanmar Border Economic Zone
With reference to the economic zones in the border area between Thailand and Myanmar,
Thailand has since the beginning of 2004 conducted feasibility studies on Mea Sot in Tak

province and the area near the border checking point in Kanchanaburi province as candidates for

2 Development of Mukdahan and Savannakhet is referred to Mukdahan Chamber of Commerce [2003]and Takeuchi
[2002].
2% Contents of the recommendation is referred in JETRO [2004, pp.105-106].
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development. Since the Thai government was planning to set up an industrial estate in Tak
province, it made public on October 19, 2004 the plan to develop the three places such as Mae
Sot, Phob Phra and Mae Ramat with 400 million baht*. Mae Sot is to be developed as the
center for industry, commerce and tourism while Phob Phra and Mae Ramat are to be the center
for the agriculturally related enterprises. This development plan includes expansion of Mae Sot
Airport, expansion of roads, as well as construction of anti-flood facilities, distribution centers,
employment coordination facilities for labor from neighboring countries and hotels. The
government is also planning to improve infrastructure in the border area with cooperation of
Myanmar by 2006. In this economic zone, it is planned to make up such incentives for investors
as various tax exemption, liberalization for employing foreign laborers including Myanmarese
and others by the IEAT, BOI and the custom offices. It is planned to exempt tariff completely
on border trades. Thailand is also planning to examine the construction of an industrial estate
inside Myanmar, that is, in the opposite side of Mae Sot so that a feasibility study was to be
conducted from the mid 2004 for seven to eight months. Myanmar is reportedly expecting to

invite investments from Thailand in such fields as agriculture- related and textiles.

4. Economic Relationship with Neighboring Countries

4.1. Trade

Change of trade between Thailand and the CLMYV is as shown in Table 2, Table 3, Figure 2
and Figure 3. Total exports from Thailand to the CLMV expanded by 47 times (annual average
rate 32%) from 3.2 billion baht (US$ 127 million) in 1990 to 152.2 billion baht (US$ 3,792
million) in 2004. This rate is more than double of the total Thai exports during the same period.
On the other hand, the exports from the CLMV to Thailand expanded only by 10 times (annual
average rate 18%) from 7.2 billion bath (US$ 281 million) in 1990 to 75.6 billion baht
(US$ 1,866 million) in 2004 and the CLMV has since 1992 shown over imports. Since 1995
Thai trade with Vietnam has been expanding and especially export to Vietnam shows a
significant growth. Although trade with Myanmar has since 2001 been expanding rapidly, this is
because Thailand started imports of natural gas from Myanmar. However, since the Thai
economy has expanded, proportion of CLMV shared in Thai total exports and imports in 2004

is not as high as 3.9% and 2.0% respectively.

% Based on the Bangkok Post, October 20, 2004 and Shukan-Tai-Keizai (Japanese), October 25, 2004.
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On the other hand, when it comes to the positions of Thailand occupied in the trades of the
CLMYV, the imports from Thailand in 2002 and 2003 accounts for a high position in each
country. Cambodia, Laos and Myanmar account for 23-27%, 61-59% and 12-14% respectively
in terms of the Thai ratio occupied in total import of each country (Table 4). This means that
Thailand ranks first in Cambodia and Laos as well as the third in Myanmar, showing their
significant dependence on Thailand. The Thai position in the exports from the CLMV to
Thailand is rather high in Myanmar and Laos respectively at 32-31% and 21% which means
Thailand is the first country while the ratio is not high in Cambodia and Vietnam. After all, as a
whole, trade of the CLMV with Thailand accounts for a significant position and their
dependency on Thailand is high.

When it comes to major trade commodities between Thailand and the CLMV, Thailand
imports such raw materials and agro-fishery products as wood and wood processed goods,
animal, leather, mineral and slug, natural gas, cereal, vegetable and fish. While Thailand
exports refined oil, motorcycles, automobiles, electrical machines, plastic products and cotton
cloth for raw materials for textile industries. However, there is still an enormous amount of
exports of daily goods for Cambodia, Laos and Myanmar.

Since Thailand has borders with the neighboring countries on the land, it naturally has
border trade with them. The border trade includes not only regular trade through custom offices
and checking points but also illegal trade, so-called, smuggling. Table 5 shows formal border
trade between Thailand and Myanmar, Laos, and Yunnang in China. Myanmar brings in daily
commodities through six custom offices such as in Chiang Rai, Tak, Mae Hong Song and
Chiang Mai in the north Thailand and these account for 30-40% of Myanmar’s total imports
from Thailand. On the other hand, recent Thai imports from Myanmar through these border
customs in the North is less than 10% of the Thai total imports from the country. And, the
border trades with Laos are made through four custom offices such as in Chiang Rai, Phayao,
Nan and Utaradit in the Northeast Thailand and these account for 90% of the total trade between
Thailand and Laos. Although the border trade between Thailand and Cambodia is not shown in
Table 5, it is also increasing. It is reported that the border trade increased to 18.72 billion baht in
2002 by an annual rate of 18.8% compared with the previous year, of which Thai exports was 8
billion baht and imports were 350 million baht in the border between Aranya Prathet and

Poipet™.

%6 Nation, January 31, 2003.
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The border trade has been increasing”’ even with effect of the GMS economic cooperation
program and has high potentiality, though it also has many obstacles. For example, although
Myanmar is an important supplier of raw materials such as gem stones and wood, there are
problems over, frequent closing of the border, exchange rates, minority races, state monopoly of
commercial banks, etc. One example is that a checking point in Pa Wok Narrow near the
Myanmar border had been closed since April 9, 2002 due to a riot incident related to drug issues
and an appeal to open the border was made in June2004 in accordance with stabilization®. At
present, in the wake of the GMS program and the ECS, Thailand is scheduled to open one-stop-
services to transact immigration, quarantine and tax clearance in five major checking points:
Mae Sot, Mae Sai, Aranya Prathet, Mukdahan and Sadao. For example, as of August, 2004, the
Thai side completed the second checking point in Mae Sai, though Myanmar has not yet done
sO.

Besides these formal trade agreements, there is informal trade or smuggling, the exact
proportion of which is not clear although it is maybe more than legal border trade. According to
a survey of the Bank of Thailand, illegal trade between Thailand and Myanmar and Laos in
1994 was equivalent to respectively 50% and 80% of the legal trade”. However, it is said that
the proportion of the illegal trade is diminishing because of tariff deduction under trade
liberalization, rationalization of custom clearance in the borders, and the strengthening of border

control.

4.2. Foreign Direct Investment

According to statistics of the Bank of Thailand, the direct investment (net equity
investment) from Thailand to the CLMV accounts for 12.3 billion bath (US$ 350 million) in
terms of the accumulated amount from 1990 to 2004 (Table 6). About half of the above
investment is the investment in Vietnam followed by Cambodia, Laos and Myanmar
respectively at 22%, 15% and 12%. As shown in Figure 4, Thai investment to the CLMV began
an increasing trend from 1992 and peaked in 1997, declining sharply from the financial crisis in
1997 to 2001 and started recovery in 2002. The early 1990s is the period that Thailand actually
promoted investment in Indochina following Chatchai’s policy with such ideas or concepts as

the Financial Center of the Southeast Asian Continent (December 1992), Conference of the

2 According to an internal report, NESDB [2004b, p87], the border trade between Thailand and the neighboring
countries increased from 1993 by an annual average rate of 61% and reached US$ 1,494 million.

*¥ Nation, June 23, 2004

2 «Border Trade” in the web of BOT (October 1, 2004).
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GMS-EC (October 1992), formulation of Economic Cooperation Rectangle (May 1993). The
Thai BOI established an Indochinese unit specialized to provide Thai entrepreneurs with related
information. It is pointed out from that time up until now as the major reasons for Thai
investment is to procure cheap resources and to develop markets.

Among the CLMV, the proportion of Thai investment is rather high in Laos and Myanmar
(Table 7). Especially in Laos, Thailand is the largest investor. In terms of the number of projects
and the amount of money, although the Thai investment in Vietnam occupies the largest share
in absolute figures of money compared with the other countries such as to Cambodia, Laos and
Myanmar, the Thai share in total investment in Vietnam is not so high as to rank 10™ in 2001
and 11™ in 2002 because Vietnam receives much investment from other countries. Thai
investment was made in hotels, construction, and the procurement of raw materials such as
petroleum, mining and wood in the early period while it is made even to manufacturing sector

in Laos and Vietnam (Table 9 and Table 11).

(1) Cambodia

In terms of the accumulated investment (fixed asset) from Thailand to Cambodia from
August, 1994 to September, 2004, hotels-tourism, manufacturing, transportation-
communication and agro-industry account for 48.4%, 24.4%, 19.5% and 7.0% respectively of
the total US$ 255 million (Table 8).

With regard to the building of hotels, there was a great deal of investment by foreign funds,
initiated from Hotel Cambodiana by Singapore in 1990. The advancement by Thailand was
approved for nine projects from 1994 to 2004, of which four projects were approved in 1996
(Table 8). Thai hotels advanced not only to Phnom Penh but also to local cities such as
Battanbang, Koh Kong and Siem Reap.

In the early 1990s, transportation, hotels and construction accounted for the majority while
recently Thailand has also invested in manufacturing such as garments and plastics. The major
fields in the 31 manufacturing projects approved are food processing (9), textile-garments (6),
chemicals (5) and wood processing (3) (Table 8). Especially for food processing industries,
Thailand invested in manufacturing-sales of water, noodles, liquor, fish-processing, and dry-
foods.

Considering the developmental stage of Cambodia, potentiality of agro-industry is high. A

representative Thai agro-industry, CP (Charoen Pokphand) has since 1996 carried out
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production of animal food, broiler farming, breeding of chickens and running the related fast
food restaurants in Cambodia.

Even in communication industries, such important infrastructure as aviation control
systems, the broadcasting operations of radio and TV (Channel 3) and mobile telephones are
supported by the Thai industries. The Shinawatra group owned by Prime Minister Thaksin
entered Cambodia in 1999.

In June 2004, a high class official of the Cambodian Ministry of Commerce visited
Thailand and recommended the use of the GSP (Generalised System of Preference) quota which
Cambodia is allocated in Europe and the U.S. by Thai investments in the manufacturing sectors.
And Cambodia also recommends that Thailand invests in agriculture and food processing in
which Thailand can profit from the procurement of raw materials while Cambodia can gain

from the benefit of technology transfer.

(2) Laos

Especially in 2001, investment from Thailand to Laos declined rapidly™’. This is due to the
following facts; a check point in Laos was attacked by the anti-government rebels in July, 2000,
and the issues to confirm the boundaries had not been solved and a feeling of distrust among
Laotians increased toward 2001.

As shown in the accumulated investment from 1988 to early 2004, Thai investments are
the majority in manufacturing, trade-commerce, textile-garments, services, wood processing,
and hotels in terms of the number of approvals while in terms of amount of money, electric
generation, transportation-communication, hotels and manufacturing are the majority.
Especially in recent years, the Thai investment in telecommunication is increasing. From the
point of view of how much Laos secures foreign currency reserves, electric generation, tourism
and textile-garments are significant fields.

With reference to investment in electric generation, the most important factor is that it is sold
to Thailand. In the wake of Thai economic development, demand for electricity increased in
Thailand and new plans for setting up hydro-plants were made one by one, but they resulted in
stagnation due to the Thai economic crisis. However, the investment in electric generation
accounted for 60% of the total investment (Table 9). In Laos it is said that there are about 40

foreign affiliated tourist companies, of which more than half are Thai affiliated ones. And by the

39 According to the author’s observation at the Bank of Thailand (August, 2004), the return of Thai equity amounted
to 530 million baht from Laos was shown. However the cause is not clear.
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early 2004, the 12 hotel projects advanced from Thailand were approved. For instance,
Champasak Palace Hotel Company had been approved in 1993 and renovated the old
Champasak Palace in Chapasak province into a hotel.

Although Thai investment in the textile-garment industry by early 2004 consisted of 38
projects in terms of the approval base, it accounted for less than 2% of total Thai investments
because the scale of each investment is small. This is especially true for investments in the
garment industries, which aim to get the vested benefit of the GSP as well as cheap labor and
employed more than 20,000 women workers. Also in the other manufacturing sectors, Thai
industries invested in 79 projects, which accounts for less than 3% of the total Thai investment
because of its small scale. They are mostly such food processing areas as canned fruits, drinking
water, sugar, fish sauce, ice cream and distilled liquor, and such light industries as bamboo-
rattan products, leather footwear and tobacco.

Although Thai investment in transportation and communication is rather scarce as only 8§,
this accounts for 20% of the total Thai investment in terms of the amount of money. For Thai
investment in this sector has been increasing recently. For instance, the Shinawatra group which
is composed of enterprises owned by Prime Minister Thaksin established the Lao
Telecommunication Corp. in 1996 as a joint venture with the Laotian government.

Following the government’s ECS concept, Thai private industries have shown a positive
posture by tackling with investment in Laos. For example, the FTI (Federation of Thai
Industries) has undertaken to set up international trade firms and investment alliances to

promote investments in local areas of Thailand, Laos and Cambodia®'.

(3) Myanmar

According to the Survey that JETRO commissioned a private agency, the foreign affiliated
companies operating in Myanmar as of February 2004 is 244 of which Singapore as the first
accounts for 49 projects followed by 31 projects of Thailand as the second. The third is Japan
which has 28 projects. Thai investments are in terms of number hotels-tourism (10 projects),
manufacturing (8), transportation-communication (4), agriculture-fishery (3), mining (2),
construction (2), petroleum-gas (19) and development of industrial estates (1). On the other
hand, in terms of amount of money, manufacturing, hotels-tourism, transportation-

communication, and construction Thailand accounts for respectively 55%, 25%, 10.6%, and

31 Nation, May 14, 2003.
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3.7% (Table 10). On both numbers and amount of money, Thai investment has so far centered
on hotels-tourism, and manufacturing, transportation-communication.

In the manufacturing sector, Thai investments were made in wood processing such as
furniture production such as of teak (two projects), sugar, transformer, cement, gloves for
industry, tin plate and jewelry (one each). With regard to production of cement, the Italian-Thai
International Co. Ltd is along with supplementary electric generation making production and the
amount of this investment by one company occupies more than half of the total Thai investment,

In transportation-communication, Thai investment has been supporting such important
infrastructure sectors as operations of limousine buses at airports and domestic air flights as
well as construction-operation of harbor for freight and container terminals. Here also the
Italian-Thai International Co. Ltd. is carrying on the construction and operation of harbors for
freight.

Thai industries are engaged in infrastructure development such as the construction of roads
and bridges (2 projects) as well as the development of industrial estates (1 project). An
industrial estate was developed in 1996 jointly with the Myanmar government by the Rojana
Industrial Park which had been conducting industrial estate development in Thailand.
Exploration of petroleum-gas, of which 80% is exported to Thailand, was made by a joint
company established in 2003 between a Myanmar petroleum-gas company and the PTT
Exploration and Production Corp related with the PTT (Petroleum Authority of Thailand).

Even in agriculture and fishery sectors, Thai investment can be seen, though the amount is
small, in cultivating lobsters and pearls as well as contract farming. The CP group that is
famous as a representative of Thai agro-business groups has since 1996 been conducting
broadly such production as animal foods, breeding farms, hatching of chicken eggs and
contract farming. Since the potentiality of Thai investment into agriculture and food processing
is high, Myanmar Ministry of Agriculture and Irrigation and the NRCT (National Research
Council of Thailand) have been jointly conducting a research to probe the possibility of

cooperation in agriculture in Myanmar.

(4) Vietnam

As shown in the accumulated Thai investment in Vietnam approved from 1988 to June
2004, manufacturing, tourism-services, agriculture-fishery, real estate and construction accounts
for 59.0%, 9.8%, 9.4% and 4.4% respectively of the total 134 projects. While in terms of

amount of money, manufacturing, agriculture-fishery, real estate and construction account for
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54.4%, 9.8%, 9.4% and 4.4% respectively (Table 11). Although tourism-services are relatively
large at 22, the amount of investment is small at 1.8% of the total Thai investment.

It is characteristics of Thai investment in Vietnam that the investment in the manufacturing
sector is larger compared with the cases in the other neighboring countries and it is made
broadly over food processing, textile, metals-nonmetals, electric-electronics, machines-
transportation machines, chemicals, petro-products, jewelry, construction materials and
footwear. In terms of project numbers, food processing, chemicals, and machinery-
transportation machinery are many while in terms of the amount of money, machinery-
transportation machinery, chemicals, and food processing are larger. With reference to food
processing, there are several projects in tapioca powder and drinking water. The investment in
machinery and transportation machinery is closely related to the production of motorcycle parts.
In chemical products, there are investments in the production of plastics, paints, and cosmetics.

In the field of agriculture and fishery, production of animal feed is made by the CP while
fishery and production of seeds are also done by Thai industries. With reference to investment
in real estate, there are investments in hotels, operation of golf courses and rental offices
respectively at six projects, two projects, and two projects. Although there are many
investments in tourism-services (22), they consist of four projects in tourism and 18 projects in
services. Among the other services, rather new investment fields such as computer software
development and consulting reflecting rapid economic growth in Vietnam which is different
from the other neighboring countries.

Thai BOI and the Ministry of Planning and Investment made the MOU in March 2003 to
promote investment opportunities through exchanges of information, regular meetings, and

training of related staff and the relationship has been strengthened™.

4.3. Task over Trade and Investment
With reference to the trade and investment between Thailand and the CLMV, the following
issues are pointed out by the Thai side (NESDB [2004b, p.85]).
i) Trade barrier: the CLMV has tariff and non-tariff barriers to protect their own markets. For
instance, although Cambodia has fewer tariff barriers, there are many ineffective checking
procedures on imports. Myanmar has an embargo list from Thailand and at the same time

procedures on exports are also complicated.

32 BOI News, March 14, 2003.
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i1) Lack of transparency and accountability in the legal framework: As the CLMV has been in
the process of setting up a legal system, they frequently change their laws and regulations.
Especially in Laos, different rules are applied at the central and local governments. Checking
points in Myanmar are sometimes closed for unclear reasons while exports to Cambodia are
often made through unofficial gates by bribery. This lack of transparency and bribing make
business costs higher than estimated thus impeding the development of trade and investment.

iii) High business costs: Since the CLMV has deficiencies such as insufficient infrastructure,
unskilled labor, ineffective monetary institution and unstable exchange rates, operational

costs actually become higher though absolute costs are rather low.

In order to solve these issues, efforts have been made within such frameworks as the GMS
and the ECS. In the concept of the ECS, Thailand is assigned to take a leading role especially in
coordinating trade and investment. With reference to promotion of trade and investment,
Thailand is expected to coordinate not only the development of such hardware as utilities for
electricity and water, industrial estates, urban facilities, harbors, and transportation linkage, but
also such software as the monetary system and educational institutions. At the same time,
standardization and clarification of the policies and practices on trade and investment become
indispensable. It also has become necessary to coordinate and clarify procedures such as one
stop services, the tax system, approval procedure on investment and foreign exchange in order
to facilitate border trade and border economic zones smoothly in the framework of the ECS
concept. These are indispensable to induce investment from the private sector and become the
most significant tasks that the governments and the public sectors of the related countries have

to tackle.

5. Conclusion

Thailand is located in the center of the Indochina peninsula and its economic scale is larger
than the neighboring countries so that its activities and trends have a great impact on the GMS
countries. In recent years, Thailand has deployed the policies towards the neighboring countries
in coordination with domestic regional development recognizing that economic cooperation
with the neighboring countries is essential in preventing the inflow of illegal labor, utilization of

labor and resources by relocating production bases and the reinforcement of bargaining power

29



by cooperating with the neighboring countries. These trends are strengthened by elaborating the
GMS-EC and the ECS concept.

With reference to the development of industrial estates playing a crucial role in the regional
development in Thailand, the schedule has been set to begin construction of the industrial
estates in a few years in the North and the Northeast as well as border economic zones in the
border areas with Myanmar, Laos and Cambodia. In developing industrial estates, the
formation of provincial industrial clusters is planned to characterize the traits of each region.
Concerning the border economic zones with Myanmar, Laos and Cambodia, the plan is to
relocate the production bases of Thailand to the border areas to facilitate production in these
places where comparative advantages are available, that is, to utilize cheap labor and resources
of the neighboring countries.

Reviewing the concept of economic zones with the neighboring countries, Thailand has
expanded its economic cooperation with the GMS countries with the concepts such as the Baht
Economic Zone, the GMS-EC, the Economic Cooperation Rectangle, starting from Chatchai’s
policy “to convert Indochina from a battlefield to a market” in 1988. Although trade and
investment with the neighboring countries was obliged to stagnate in the economic crisis in
1997, it has again been expanding in the wake of recent economic recovery along with the
declaration of the ECS concept in 2003.

Economic dependency by the neighboring countries on Thailand is generally high. The
Thai share in the total imports of Cambodia, Laos and Myanmar in 2003 accounts for 27%, 59%
and 14% respectively and Thailand took the position of the first, the first and the third
respectively as a counterpart of imports. On the other hand, The Thai share in the total exports
of Laos and Myanmar accounts for 21% and 31% respectively and the Thai position in their
exports occupies the first. The Thai position in investment in the CLMYV is the first in Laos and
the third in Myanmar in terms of the accumulated amount of investment from 1988 to 2001.
Thai investment in Vietnam is high and occupies almost half of the total Thai investment to the
CLMV, though it remained in only the 10™ position (2001) among the total investors in
Vietnam. Direct investment from Thailand to Indochina showed an increasing trend from 1992,
and reached the peak in 1996 and declined rapidly from the economic crisis in 1997 and
continued declining until 2001 and finally turned to a recovery trend in 2002. After this,
Thailand has been activating economic relations with neighboring countries in terms of trade,

investment and services along with the economic policy strengthening economic relations
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following the ECS concept including the establishment of industrial estates and special border
economic zones.

Thailand has been promoting economic cooperation by building infrastructure such as
roads and creating special border economic zones following the GMS program as well as the
ECS concept. The expected results will bear fruit after 2006-2007 when these projects will
come to completion. Thailand has strong relationships with the Indochinese countries
historically so it has an important role to play in coordinating the original ASEAN member
countries and its new members.

Based on the recognition of Thai’s geographical position and the economic role played in
the regional cooperation, trade and investment, it makes it increasingly necessary for Japan to
utilize Thailand as a center of economic cooperation broadly in the region™. It would be useful
and effective to make use of Thailand’s contacts and provide economic aid to a broad area
through Thailand which already has the know-how about this region and experience of giving
economic aid following the ECS plan. Japan has so far supported the regional framework such
as the GMS program and [AI (Initiative for ASEAN Integration). Concretely the JBIC started a
broad area type aid as shown in the construction of the second Mekong Bridge with the
assistance of yen loans and also by examining a new phase of assistance to Thailand. After this,
this wide-region-type aid utilizing Thailand’s geographical and economic role is further
expected.

On the other hand, it is easily understood that the Indochinese countries will become a
market with high potentiality in production as well as consumption especially for Japanese
industries. Japanese affiliated industries which invested in Thailand have already started
showing interest by sending economic envoys to survey the investment climate and also
examine the intention of advancement through questionnaires to Japanese companies in
Thailand. In the near future Japanese industries might relocate to the neighboring countries from
Thailand following the Thai policy to relocate industries for cheap labor and resources.
However, at this moment, it is too early because the industrial infrastructure in this area is still

insufficient, and further Japanese economic assistance is needed.

33 The Western countries will reportedly start cooperating with Thailand as co-donors to neighboring countries (ADR
[2005, pp.16-18]. While, there is a critical view that this kind of regional cooperation via Thailand would be
beneficial only to Thailand (Watanabe [2005, pp.260-261].
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Table 1 NECF On Going Projects

Recipient Project Content, Background, Schedule Budget (mil. Baht)
(D Chiang Rai — Kunming via Laos road - Under GMS: ADB set this plan to be the linkage of NSEC (North South Economic Corridor) 1,385
improvement project (R3, 250 km) « Co-financing project among Thailand, ADB and China. Each party will responsible for one third of the total
-road construction from Bokeo, Heuysai to cost. Thailand will incur the cost of 1,385 million baht for the length of the 84.77 km
Luang Namtha 84.77 km - Part of ECS. starting from the middle of 2004 for 3 years. Completion is to be in 2007.
@Wwattay International Airport Improvement + Non GMS and ECS. To support Laos’s hosting ASEAN Summit meeting in November 2004. 320
Project -+ 30% is grant, 70% is loan
(33.5km Railway Construction from Friendship + Under GMS:ADB set this plan to be the linkage of NSEC . Part of ECS. 197
Laos Bridge to Ban Thanaleng + 30% is grant and 70% is loan, construction for 3 years from early 2006, completion is to be 2008.
@®Huay Kon — Pak Beng Road Development + Under GMS: ADB set this plan to be the linkage of NSEC. Part of ECS 840
- Started from Muang Gyen, Xaiburi to Ban + 30 % is grant and 70% is loan. Two years construction from the end of 2004, completion is to be
Pak Beng 49.22km in the end of 2006.
(®Construction of Drainage System and T2 + Non GMS and ECS. 160
Road Improvement Project in Vientiane + To support Laos’s hosting ASEAN summit meeting in November, 2004.
(©Pak Se Airport Development Project + Non GMS and ECS. To support Laos’s hosting ASEAN summit meeting in November 2004. 320
+ Starting from 2004.
(D Koh Kong - Sre Ambel Road + Under GMS: ADB set this plan to be the linkage of the Southern Economic Corridor which links Thailand’s 567.8
Improvement Project (R48) coast — Cambodia — Vietnam (Southern Coastal Corridor). Part of ECS.
- Start from Koh Kong to Sre Ambel 151.5 « Thai army engineers first constructed this route with laterite, project cost of 100 million baht.
Cambodia km Next step:asphalt surfacing, length 151.5 km. 2 year construction from July 2004. to be completed in 2006.
567.8 Million Baht is loan. Bridge part is grant.
@ Chong Sagyam — Anlongweng —Siamreap + Under GMS: ADB set this plan to be the linkage of the Southern Economic Corridor. Part of ECS. 800
Road Improvement (R67) + Construction from August, 2004. to be completed in the end of 2005. 126 million baht for F/S is grant.
- Thailand is responsible for 151 km.road
construction in Cambodia and 16 km.
connection inside theThailand border.
(DRoad Construction Myawadee-Kawkarek- + Under GMS: ADB set this plan to be the linkage of East West Economic Corridor. Part of ECS. 1,900
Myanmar Paan 153 km. + Construction from late 2005. to be completed in 2007.Mae Sot-Myawadee 18km is grant. Proposion of loan
and grant on the other part is not yet decided.
Total 6,489.8

(Notes) Preliminary estimated cost of the project made by NECF with relevant agency (Department of Highways)

(Source) Neighboring Countries Economic Development Fund, Fiscal Policy Office, Ministry of Finance, Aug 25, 2004 and NESDB [2004]
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Table 2 Thailand’s Exports to CLMV(1990—2003)

(Unit : Million Baht)

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004p
Cambodia 22 118 1,670 4,540 6,544 8,325 9,190 9,619 12,411 13,381 13,915 20,770 22,140 28,677 29,110
Laos 1,683 1,959 3,074 4,432 7,326 8,831 9,199 11,816 15,266 15,566 15,383 18,249 17,093 18,916 23,377
Myanmar 1,073 1,478 2,045 3,837 6,004 8,659 8,081 12,573 14,127 14,935 20,235 15,742 13,935 18,198 24,344
Vietnam 467 569 1,949 2,931 6,380 11,654 14,664 17,042 24,376 21,696 33,865 35,441 40,629 52,398 75,391
Total of CLMV 3,245 4124 8,738] 15,740 26,254 37,469 41,134 51,050 66,180 65,578 83,398 90,202 93,797| 118,189 152,222
Growth rate(%) 2709 | 111.88 80.13 66.80 42.72 9.78 2411 29.64 —0.91 2717 8.16 3.99 26.01 28.80
Thai Total exports 589,813] 725,630| 824,644 935,862| 1,137,600{14,063,111]1,412,111]1,806,699|2,247,454]12,215,178]2,773,826]2,886,794| 2,923,940| 3,326,014| 3,922,410
CLMV/Total exports, % 0.55 0.57 1.06 1.68 2.31 0.27 2.91 2.83 2.94 2.96 3.01 3.12 3.21 3.55 3.88
Ave. annual growth Ave. annual growth average annual growth
rate 1990-2000,% rate 2000-2004.% rate 1990-2004.%
Cambodia 90.59% 20.27% 67.10%
Laos 24 77% 11.03% 20.68% Figure 2 Thailand’'s Exports to CLMV (1990-2004)
Myanmar 34.14% 4.73% 24.98%
Vietnam 53.48% 22.15% 43.79% 160,000 r
Total of CLMV 38.35% 16.23% 31.64% —&— Cambodia /*
Thai total exports 16.74% 9.05% 14.49% 140,000
(Source) Author’s calculation from Economic and Financial Statistics, Bank of Thailand ——Laos /
120,000

£ 100,000 Myanmar /

S ,

.g 80,000 Vietnam )H/

40,000 /
20,000 - < m_i
0 "’_\“'"K\—r‘ \,’;}f"/\ 7 I - I i I I
PP PP PSP S S S S S
Year
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Table 3 Thailand's Imports from CLMV (1990—2004)

(Unit : Million Baht)

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003p
Cambodia 296 295 2,365 2,440 3,176 3,987 1,211 2,205 1,010 556 317 547 483 506
Laos 1,134 1,201 1,043 1,599 1,738 1,737 1,734 1,734 1,297 2,139 3,012 3,957 4,011 4,295
Myanmar 3,373 4,785 3,579 3,926 3,952 5,512 3,295 2,534 2,591 4,263 10,467 35,786 38,924 37,214
Vietnam 2,400 2,970 2,038 2,147 985 1,075 1,664 5,731 9,645 8,688 13,331 14,520 10,310 13,874
Total of CLMV 7,203 9,251 9,025 10,112 9,851 12,311 7,904 12,204 14,543 15,646 27,127 54,810 53,728 55,889
Growth rate(%) 28.43 -2.44 12.04 -2.58 24.97 -35.80 54.40 19.17 7.58 73.38 102.05 -1.97 4.02
Thai total imports 844,448  958,831| 1,033,242| 1,166,595] 1,369,035| 1,763,587( 1,832,836 1,924,281 1,774,076 1,907,392]| 2,494,141] 2,752,430| 2,774,840| 3,137,923
CLMV/Total imports, % 0.85 0.96 0.87 0.87 0.72 0.70 0.43 0.63 0.82 0.82 1.09 1.99 1.94 1.78
Ave. annual growth |Ave. annual growth |Ave.annual growth Figure 3 Thailand's Imports from CLMV (1990-2004)
rate 1990-2000,% rate 2000—2004,% [rate 1990-2004, %
Cambodia 0.69% 36.89% 9.92% 80,000 -
Laos 10.26% 11.24% 10.54%
Myanmar 11.99% 49.47% 21.62% 70,000
Vietnam 18.70% 7.32% 15.33%
Total of CLMV 14.18% 29.23% 18.29% 60,000
Thai total imports 11.44% 11.39% 11.42% -
(Source) Author’s calculation form Economic and Financial Statistics, Bank of Thailand. + 50,000 —#— Cambodia
o —— Laos
5 40,000 Myanmar
= Vietnam
= 30,000 —%— Total of CLMV
20,000
10,000
0
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Table 4 Thailand’s Position in Trade with CLMV (2002-2003)

(Unit:Million US$)

Cambodia Laos
Exports Imports Exports Imports
2002 2003 2002 2003 2002 2003 2002 2003
USA 1,041.7 1214,3 | Thailand 567.0 (22.9) 756.5 (27.0) | Thailand 85.0( 21.5) 94.4 (21.4) | Thailand 444.0 (60.7) | 501.8 (59.4)
Germany 159.8 211.3 | Hong Kong 372.8 411.2 | Vietnam 67.1 76.6 | China 59.7 108.1
UK 122.1 150.3 | Singapore 387.7 338.2 | France 33.8 33.5 | Vietnam 76.8 87.6
Singapore 76.8 67.8 | China 276.8 324.1 | Germany 22.0 25.2 | Singapore 29.1 224
Japan 68.1 80.1 | Vietnam 118.9 135.5 | Belgium 13.6 17.6 | Japan 19.6 16.7
France 39.4 40.5 | S. Korea 126.8 1446 | UK. 13.4 14.1 | France 8.9 11.8
Vietnam 26.6 30.3 | Japan 76.8 67.3 | Netherland 10.6 10.2 | Hong Kong 6.1 8.2
Netherland 29.2 25.6 | Indonesia 75.7 84.5 | Italy 10.1 10.3 | Australia 12.6 9.5
China 22.3 23.6 | Malaysia 60.4 68.9 | China 8.8 10.2 | S. Korea 5.0 5.6
Thailand 10.2 (0.6) 11.3(0.6) | France 63.1 53.6 | Japan 6.1 7.3 | Germany 4.1 5.9
Total 1,7415 2,031.8 | Total 2,475.8 2,802.4 | Total 396.0 441.6 | Total 730.9 844.9
Myanmar Vietham
Exports Imports Exports Imports
2001 2002 2002 2003 2002 2003 2002 2003
Thailand 831.2 (31.6) | 831.7 (30.7) | China 797.3 9985 | US.A. 2,349.8 4,463.2 | Singapore 2,289.7 2,653.2
U.S.A. 345.4 268.6 | Singapore 576.6 716.0 | Japan 2,299.5 2,896.9 | Japan 2,348.7 2,688.6
India 195.2 222.6 | Thailand 355.9 (12.1) 483.4 (14.3) | Australia 1,171.8 1,545.3 | S.Korea 2,464.2 2,810.3
China 124.5 154.1 | Malaysia 263.1 300.1 | China 1,013.2 1,323.5 | China 2,364.9 3,496.4
Japan 100.3 123.0 | S. Korea 157.8 180.0 | Germany 1,001.0 1,202.4 | Thailand 1,042.0(5.2) | 1,394.7 (5.6)
Singapore 97.3 76.2 | Japan 126.9 116.0 | Singapore 852.7 930.9 | Hong Kong 845.4 1.076.6
Germany 73.2 96.9 | Hong Kong 69.9 48.4 | U.K. 666.7 902.9 | US.A. 638.3 1,456.8
U.K. 87.8 92.6 | Indonesia 59.8 66.8 | France 503.1 580.6 | Malaysia 730.8 835.5
France 79.5 56.9 | India 63.1 72.0 | S.Korea 427.6 487.6 | Germany 556.6 676.4
Malaysia 69.8 79.6 | Germany 20.1 17.4 | Netherland 379.8 461.4 | Indonesia 432.2 482.7
Total 2,626.6 2,709.4 | Total 2,950.7 3,387.7 | Total 15,713.9 20,678.8 | Total 20,014.2 24,863.8

(Notes) Figure in parenthesis in Thailand indicates Thailand’s share in total exports or imports of each country.
(Source) ADB [2004] .
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Table 5 Border Trade

in the North and the Northeast Thailand

(Unit: Million Baht)

1996 1997 1998 1999 2000 2001 2002 2003
North
Exports from Thailand 22,4455 33,3335 33,124.9 37,618.3 54,358.6 54,945.6 59,629.0 69,684.3
Chiang Mai airport 2,736.0 5,232.5 4,141.4 4,543.7 6,185.3 6,157.0 5,649.6 5,964.2
Nothern industrial estate 16,290.0 21,867.5 24,952.1 27,294.5 40,105.7 41,872.4 46,719.1 52,574.8
Border trade 3,419.4 6,233.6 4,031.4 5,780.1 8,067.6 6,916.2 7,260.3 11,145.3
to Myanmar 3,083.7 5,962.8 3,478.0 4,883.7 6,636.5 4,069.5 3,915.7 7,519.0
to Laos 197.7 205.2 456.7 457.9 579.4 621.1 607.1 551.2
to China (Yunnan) 138.1 65.5 96.8 438.4 851.7 2,225.6 2,737.5 3,075.1
Total exports to Myanmar 8,081 12,573 14,127 14,935 20,235 15,742 13,935 18,200
Border export to Myanmar/Total exports to Myanmar (%) 38.2 47.4 24.6 32.7 32.8 25.9 28.1 41.3
Total exports to Laos 9,199 11,816 15,266 15,566 15,383 18,249 17,093 18,922
Border export to Laos/Total exports to Laos, (%) 2.1 1.7 3.0 2.9 3.8 3.4 3.6 2.9
Imports of Thailand 15,815.7 20,268.0 27,554.7 31,293.5 46,890.8 42,861.4 41,050.5 46,611.1
Chaing Mai airport 399.0 820.1 818.7 242.5 320.7 405.3 661.2 575.6
Nothern industrial estate 14,949.2 18,903.3 25,696.1 29,256.6 44,865.6 39,571.0 38,676.0 43,676.2
Border trade 467.5 544.6 1,039.9 1,794.3 1,704.6 2,885.1 1,713.3 2,359.3
from Myanmar 285.0 289.9 618.9 908.9 931.6 1,810.5 804.4 969.6
from Laos 105.1 175.4 131.6 455.4 470.4 527.6 446.8 302.3
from China(Yunnan) 77.3 79.4 289.4 430.0 302.5 547.0 462.0 1,087.4
Total imports from Myanmar 3,295 2,534 2,591 4,263 10,467 35,786 38,924 37,429
Border imports from Myanmar/Total imports from Myanmar, 8.7 11.4 23.9 21.3 8.9 5.1 21 2.6
Total imports from Laos 1,734 1,734 1,297 2,139 3,012 3,957 4,011 4,295
Border imports from Laos/Total imports from Laos, (%) 6.1 10.1 10.1 21.3 15.6 13.3 111 7.0
Northeast
Border trade
Border exports to Laos 7,811.50 8,559.30 11,006.50 14,391.20 13,722.30 14,589.30 15,260.80 16,562.30
Border exports to Laos/Total exports to Laos, (%) 84.92 72.44 72.10 92.45 89.20 79.95 89.28 87.53
Border imports from Laos 1,914.70 1,806.30 1,295.10 2,335.70 3,682.50 3,891.10 3,745.80 4,050.80
Border imports from Laos/Total imports from Laos, (%) (Note) 110.42 104.17 99.85 109.20 118.94 98.33 93.39 94.31

(Note) Although the border imports from Laos exceeds the total imports from Laos shown by the BOT,it is shown as it is just to express such a large extent.

(Source) Author's estimation from Regional Economies in Thailand, Bank of Thailand.
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Table 6 Thai Direct Investment to CLMV (1990-2004)
(Unit:Million Baht)
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 p 2003 p 2004p 1 990—2004 propor‘tiony%

Cambodia 0 54 257 88 268 221 778 538 58 114 50 119 34 35 93 2’707 2194
Laos 2 0 137 277 135 143 1415 42 s 8 43 -530 14 56 62 1,809 14.66
Myanmar 4 3 4 50 130 498 191 239 78 108 29 198 17 8 0 1,557 12.62
Vietnam 0 17 13 51 173 751|133 1369 564 314 344 153 317 530 334 6,265 50.78
CLMYV total 6 74 411 466 06| 1613]  3719] 2,188 705 544 466 -60 382 629 489 12,338 100.00
(Growth rate %] 199 1991 1992 1993 1994] 1995 1996 | 1997 1998 | 1999 2000 2001 | 2002p| 2003 p 2004p
Cambodia N.A. N.A. 375.9% -65.8%| 204.5% -17.5% 252.0% -30.8% -89.2% 96.6% -56.1% 138.0% -71.4% 2.9%! 165.7%
Laos N.A. N.A. N.A. 102.2% -51.3% 5.9% 889.5% -97.0% -88.1% 60.0% 437.5% -1332.6% 102.6%| 300.0% 10.7%
Myanmar N.A. -25.0% 33.3% 1150.0%| 160.0%]| 283.1% -61.6% 25.1% -67.4% 38.5% -73.1% 582.8% -91.4% -52.9% -100.0%
Vietnam NA. NA| 235%]  2003%| 23920%] 33a0%|  77sw| 25| -sssew| -ad3% 9.6% -ss5%|  1072%|  672%|  -37.0%
CLMV total N.A. 1133.3% 455.4% 13.4% 51.5% 128.5% 130.6% -41.2% -67.8% -22.8% -14.3% -112.9% 736.7% 64.7% -22.3%

(Note):Amount of investment indicates net amount of equity investment.

(Source) Author’s calculation from Table 58,Economic and Financial Statistics, Bank of Thailand.
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Table 7 Thai Position in Direct Investment to CLMV

(Unit:Million US$)

Cambodia Laos Myanmar Vietnam
2001 2002 1988-2001 2001 2002 1988-2001 2001 2002 1988—2001 2001 2002
Country  Amount |Country  Amount|Country Amount |[Country No. Amount |Country No. Amount [Country  Amount |Country No. Amount |[No. Amount |[Country Amount Country No. Amount |Country No. Amount
Cambodia 47.45|Cambodia  20.68|Thailand  2,943.00 | Thailand 12 13.65 |Vietnam 3  366.37 |Singapore  1,541.60|Malysia 1 1.50 4 4400 [Singapor¢ 6,880.00|Netherland 4  573.85|Taiwan 200 312.34
Taiwan 35.46|Singapore  10.00 |U.S.A. 1,493.20|France 5 11.35 |China 10 55.35 UK. 1,404.00|Switzerlar — — 1 3.38|Taiwan 5,420.00| Taiwan 137 455.72|S.Korea 150 267.29
Malysia 27.89|Netherland 10.00 [Laos 1,317.40|S.Korea 13 8.01 |S.Korea 21 14.59 |Thailand 1,290.20 |Hong Kon 1 7.50 1 1.52|Japan 4,060.00|France 10 407.18|Hong Kon 57 179.14
USA 4.75 |China 8.80 [S.Korea 640.00(China 10 6.36 |Thailand 19 13.93 |Malysia 598.50S.Korea 3 9.21 — 0.30 |S.Korea 3,260.00 [Singapore 21 271.01|JUSA 36 142.67
China 4.28 |S.Korea 7.61 |Malaysia 287.50|U.S.A. 4 3.00 |Sweden 1 12.94 JUSA. 582.10| Thailand 2 25.75 —_ —|Hong Kor 2,820.00|Japan 40 163.04|Malysia 29 11359
Thailand 3.15 [Taiwan 4.97 |China 79.90|Laos - 273 |USA. 1 8.00 |France 470.40|Japan 2 4.69 — —|France 2,050.00|U.S.A. 23 112.18|Japan 48 102.04
UK. 2.01 |Vietnam 3.00 |Taiwan 74.90|Vietnam 7 2.55 |France 14 5.74 |Indonesia 241.50|Singapore 1 3.53 - —|Britain 1,760.00|S.Korea 76 107.96 |Vergin Is. 36 79.35
S.Korea 2.00 |Canada 2.20 |France 44.00|Singapore 3 2.21 |Malysia 3 4.55 |Netherland 238.80|China 1 3.25 — —|Netherlar 1,650.00|Hong Kong 19 67.17|China 58 74.83
Philippines 1.00 |Japan 1.20 |Australia 43.90|Switzerlanc 1 0.75 |Taiwan 2 2.62 |Japan 235.20|UK. - 1.55 - —|Rusia 1,490.00|Vergin Is. 29 59.53|West Indie 1 50.00
Hong Kong 0.75 |Hong Kong  1.00 |Others 225.90|Japan 1 0.74 |Singapore 7 1.30 |S.Korea 156.10|Indonesia 1 1.50 — —|UK. 1,140.00 | Thailand 10 35.32 |Singapore 28 42.25
Others 0.20 |UK. 0.45 Taiwan 2 0.39 |Laos 3 1.18 |Others 648.30|Canada 1 0.50 Others 7,330.00|Malysia 15 25.24 | Thailand 15 41.97
Total 128.94 |Total 69.91 |Total 7,149.70| Total 54.31 |Total 105 492,60 [Total 7,406.70| Total 13 58.98 6  49.20 [Total 37,860.00| Total 484 2471.87|Total 754 1,557.65

(Notes) Amount and number are approved base. Total is the figure including the other countries. In the case of Cambodia and Laos, investment of own countries are included. The accumulated total of Laos is from December 7, 1988 to
December 12, 2001. The accumulated total of Myanmar is from 1988 to October 31, 2001.
(Source) Author’s estimation from investment data from Thai Export Import Bank and ASEAN-JAPAN CENTRE.
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Table 8 Thai Direct Investment to Cambodia (August 1994-September 2004)

Category No. |Ratio(%)|Registered capital |Ratio(%) |Fixed asset |Ratio(%)|Contents
(US$1,000) (US$1,000)

Agro—industry 5 8.9% 16,666 11.3% 14,394 7.0%|animal feed 2 projects ( CP 1), sugar

refining, tapioca mill, tunning, 1project each

Mining 1 1.8% 1,980 1.3% 173 0.1%|sand taking

Manufacturing 31| 55.4% 54,752 37.1% 50,085 24.4%

Food processing 9] 16.1% 7,448 5.1% 14,684 7.1%|dringking water, needle, liquar, icecream etc.
Wood working 3 5.4% 33,920 23.0% 22,131 10.8%|furniture making 3 projects

Textile *garment 6 10.7% 5,775 3.9% 7,555 3.7%|garment factory 6 projects

Transport Machine 1 1.8% 2,000 1.4% 1,150 0.6%|motorcycles assembry (Hond)

Chemicales 5 8.9% 2,294 1.6% 2,013 1.0%|plastic (2), battery, paint, detergent, one each
Oil-gass 3 5.4% 815 0.6% 733 0.4%]lubricating oil (1) LNG (2)

Construction materials 2 3.6% 1,250 0.8% 278 0.1%|cement (1), roof tile(1)

Others 2 3.6% 1,250 0.8% 1,541 0.7%]|carton box (1), cigarette(1)

Hotel"tourism 12| 21.4% 54,300 36.8% 99,537] 48.4%|hotel construction-operation 9 projects
Hotel 9] 16.1% 52,000 35.3% 95,262 46.4%|1996 approval (4), 2000 approval (2)
Tourism 3 5.4% 2,300 1.6% 4275 2.1%|agro—tourism, museum, bowling alley

Transportation 6 10.7% 19,689 13.4% 40,053 19.5%|airport—control-system operation, telecommunication

communication 3 projects( one is Sinawatra), TV broadcasting 2projects

Construction 1 1.8% 40 0.0% 1,273 0.6%|road construction

Total (Note) 99| 176.8% 147,427 100.0% 205,515] 100.0%

(Notes) Number and amount are the acumulated figures from August 1994 to September 2004.Althouogh the total figure of the registered
capital shown by the CIB is US$135,952,000 that is diffeent from the actual calculated figures (147,427,000) , here listed the later.
The figure of fiexed asset shown by the CIB is 205,543,000 that is also different from the actual accumulated figure a little. Therefore,
the fixed asset is used here.

(Source) Author's calcutation from Cambodian Investment Board, Council for the Development of Cambodia.
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Table 9 Thai Direct Investment to Laos (1988-2004)

Category No.  |Ratio(%)|Amount Ratio(%) |Investment by Investment by Ratio(%)
(US$1,000) Laos (US$1000) Thailand (US$1000)

Agriculture 29| 10.0% 39,412 1.4% 2,011 37,401 1.5%
Textile = garment 38| 13.1% 40,648 1.5% 2,177 38,471 1.6%
Manufacturing* craft 79[ 27.3% 80,378 2.9% 15,776 64,602 2.6%
Wood-wood works 17 5.9% 10,537 0.4% 637 9,900 0.4%
Mining 8 2.8% 15,684 0.6% 2,317 13,367 0.5%
Trade*commerce 42] 14.5% 25,835 0.9% 1,531 24,304 1.0%
Hotel 12 4.2% 282,675 10.3% 83,438 199,237 8.1%
Banking 6 2.1% 50,800 1.8% 23,000 27,800 1.1%
Consultancy 2 0.7% 2,440 0.1% 736 1,704 0.1%
Services 28 9.7% 21,711 0.8% 4,147 17,564 0.7%
Construction 15 5.2% 20,585 0.7% 1,911 18,674 0.8%
Transportation*communication 8 2.8% 637,160 23.2% 167,072 470,088 19.2%
Electricity 5 1.7% 1,522,500 55.4% 0 1,522,500 62.3%
Total 289( 100.0% 2,750,365 100.0% 304,753 2,445,612 100.0%

(Note) Numbers and amount of investment shows the accumulated ones from January 1988 to May 2004.
(Source) Thailand’s Investment in Lao PDR’,Department for Promotion and Domestic and foreign Investment,Committee
for Planning and Cooperation Lao PDR.
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Table 10 Thai Direct Investment to Myanmar (1989-2004)

Category No. |Ratio |Amount Ratio |Posion of Contents

(%) (US$1,000) (%) Thai investment
Construction 2| 6.5% 37,7701 3.7% 100%|construction of road & bridge 2 projects (1996,2001)
Industrial estate 1] 3.2% 14,000] 1.4% Joint|development of industrial estate (1996)
Mining 2| 6.5% 1,730] 0.2% 100%|cupper exploration 1 (1996), exploration & mining of tin(1999)
Oil-gass 1 3.2% 22,000 2.2% 50%|oil exploration & production (PTT related, 2003)
Agriculture=fishery 3| 9.7% 16,750] 1.7%|100%2Projects, Joint 1 [lobster culture (1993), pearl culture (1998),

contract farming (CP, 1996)

Manufacturing 8| 25.8% 561,500| 55.3%|100% 4projects. joint 4

Woodworks 2| 6.5% 4510 0.4% 100%|production & sales of teak furnitures (1994), wood work (1996)

Food processing] 1| 3.2% 24,360 2.4% Joint|sugar refining & sales (1997)

Electric mashine| 1| 3.2% 2,380] 0.2% Joint|production & sales of transformers (1999)

Cementgeneratif 1| 3.2% 521,000 51.3% 100%|cement production & generation (Ital-Thai, 1996)

Others 3] 9.7% 9,250 0.9% Joint 3|leather gloves for industry use (1994), zink plates (1996), Jewry (2002)
Transportation* 4] 12.9% 107,300| 10.6%]|100%2projects. Joint 2 |construction & operation of freight harvor (1997), container terminals (1997)
communication operation of airport limousine bus (1995), operation of domestic airlines (1995)
Hotel*tourism 10| 32.3% 253,570 25.0%|100% 8projects. joint 2 | operation of hotels & tourism (2 each in 1990, 93, 94, 2002,

1 each in 97 and 99) 2 projects in Tatilek, 1 in Mandalay
Total(Note) 31/100.0% 1,014,620 | ##t#1##|100%20projects. joint11

(Notes) 31 projects are the on—going industries as of February 2004. if terminated industries are counted, it accounts for 51.

Although Thai investment should be the actual amount shared by Thai industries, in this report the total investment amount including

Myanmar industries’ share is used as Thai investment because exact ratio of share is not clear. Therefore, investment amount is the

accumutate figures from April 1989 to February 2004 of the current operating 31 industries.

(Source) Author’s estimation from a survey by Myanmar Survey Research in March 2004. This survey is commissioned by JETRRO Yangon office.

42




Table 11 Thai Direct Investment to Vietnam (1988-2004)

Category No. [Ratio |Total amount Thai investment Ratio |Contents
% (US$1,000) (US$1,000) %
Construction 5| 3.7% 59,323 42,826 4 4%|Industrial estates (2 projects)
Mining* quarrying 1 0.7% 5,996 4,017 0.4%|linestone mining
Agriculture *fishery 9] 6.7% 96,675 95,715 9.8%|feed production (7, inc. CP), fishery (1),, seeds (1)
Manufacturing 79| 59.0% 738,985 530,911| 54.4%
Food processing 21| 15.7% 8,491 67,475 6.9%|tapioca mill (5), drinking water (3), instant needle (1)
Textile *garment 5( 3.7% 5,282 4,960 0.5%|inc.Japanese affiliate Yamaken
Metal*non metal 3] 2.2% 17,575 17,575 1.8%|aluminum bars (1), gass pipes (1)
Electlic-electronics 41  3.0% 14,148 11,288 1.2%|electoronic speed metor (1), airconditionors (1)
Machine -transport machine 10| 7.5% 284,729 163,161 16.7%|motorcycles parts (9 including Honda)
Chemicals 151 11.2% 185,274 139,355| 14.3%|paints (4), plastics (6), cosmetics (2),chemicals (1),
Petro Products 51 3.7% 50,169 42,454 4.3%]|lublication oil (1), gass related (4, inc. Mitsui related)
Others 16| 11.9% 96,869 84,647 8.7%|iewry (4), construction materials (2), footwears (3), fishery net (1)
Tourism=services 22| 16.4% 23,192 17,742 1.8%
Tourism 4] 3.0% 6,642 2,042 0.2%|tourism (3), eco—tourism (1)
Other services 18] 13.4% 16,550 15,700 1.6%|softwears (5), consultancy (4), marketing (2)
Real estate 101 7.5% 158,319 91,473 9.4%|rent (2), hotel (2), golf courses (2)
Others 8| 6.0% 223,768 193,910] 19.9%|industrial estate generation ( 1, AMATA)
Total 134(100.0% 1,306,258 976,595 100.0%

(Notes) Figures are accumulated investments approved from January 1988 to June 2004. Thai investment includes partners’ foreign capitals.

(Source) License Projets, Ministry of Planning and Invesment, Vietnam
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