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Industry
In the foreseeable future, the cost of investment in production plants to be
set up in the targeted areas of Khon Kaen and Mukdahan provinces will likely
be substantially lower than in other areas of the country covered by the current
investment promotion policy. This is due to the strong emphasis on the estab-
lishment of new production bases in areas that will complete the development
of the said EWEC. The following industries were identified as having strong
potential and good prospects of investment, given the emerging links to comple-
mentary production bases in the Lao PDR and Vietnam.
Industries with primary production bases and high comparative
advantage
Agro-processing, light industry, wood-processing, construction materials,
agriculture equipment, as well as consumer goods and footloose industry such
as clothes, garments, and jewellery.
Industries with high potential for development
Transport service industry, logistics centres, and service industry related
to tourism.



Tourism

Most tourists who visited the GMS, to date,
travelled by air. The EWEC development will
provide infrastructure, utilities, and services to
facilitate tourism on the ground that will enhance the
attractiveness of visiting the GMS and tempt ever
more tourists. Promotion and marketing campaigns
will highlight travel across the area of the EWEC with
its rich and diverse cultural heritage.

To respond to imminent challenges and to meet
emerging requirements, the GMS partner countries
of Thailand, the Lao PDR and Vietnam will strengthen
their co-operation, seek donor countries’ participa-
tion in infrastructure development, create a stable and
transparent regulatory framework, provide informa-
tion to potential investors, offer incentives for invest-
ment in the EWEC, promote joint private as well as
public-private sector ventures, define standards for
the development of targeted areas, and ensure a
skilled human resource base.

Contract Farming

Contract farming has been among the priorities of the ACMECS
programme to assist in improving the living conditions in the partner countries
through the creation of employment opportunities and income generation. Given
the adoption of sub-regional co-production, Thailand will import raw materi-
als from its neighbouring countries, in preference over imports from outside
the sub-region.

Crops to be promoted for cultivation in Thailand’s neighbouring
countries are grouped to single out the ones with potential as alternative sources
of energy from dry waste residues of crops processed into foodstuff or
semi-products. The first category comprises crops such as oil palm, manioc,
and sugar cane, whose residues will be used to produce bio-fuel. The second
category consists of ten cash crops: soybean, peanut, castor bean, sweet corn,
maize, potato, cashew nut, eucalyptus, green bean, and Job’s tears®. The
production base of these labour-intensive crops, which so far had been mainly
imported from third countries, should be moved to EWEC partner countries.
Under the ASEAN Integration System of Preference (AISP) scheme, the Thai
government planned to exempt the said raw crops from import taxation.

8 Job’s tears (Coix lacryma-jobi [Poaceae]) is a grass, also classified as pseudo-cereal whose

seeds are so named . In historical perspective, Job’s tears is one of the earliest domesticated
plants. It remains an important source of food, to this day.
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Large-scale contractors in the EWEC partner countries will have to bear
high start-up costs to be incurred in importing large amounts of standardized
product seed stocks and equipment. In this regard, technical assistance from
the Thai government will be required, particularly its Ministry of Agriculture
and Co-operatives, to conduct feasibility studies on investment opportunities
in the target areas, appraise earmarked crops such as those identified above,
and set product quality standards, as well as draft related regulations, in order
to attract private-sector investment. Small-size and medium-size contract
enterprises in border areas in need of capital for investment will be given
immediate assistance by systematizing existing procedures, relaxing import
taxation, establishing a management mechanism, and granting specific privi-
leges. All such investment plans will have to be jointly approved by Thailand
and its EWEC partner countries so as to build investor confidence.

Management guidelines for contract farming projects, to be jointly imple-
mented by Thailand and its EWEC partner countries, were drafted by related
agencies in the public and private sectors. They will provide for the relaxation
of import taxation for contractors, with the objectives to reduce illegal cross-
border trade in agricultural commodities, and to create employment coupled
with income generation among the people living in border areas.

Since 2005, support of contract farming has been given to producers in
three pilot areas in the provinces of Chanthaburi bordering Cambodia, Loei
bordering the Lao PDR, and Tak bordering Myanmar. These three pilot prov-
inces set up working groups to co-ordinate with relevant organizations to
determine various forms of investment, incentives and
support measures, such as the relaxation of taxation
on imported raw agricultural produce. They were also
tasked to hold negotiations with partner organizations
in their neighbouring countries, draft investment plans,
provide technical assistance, and recruit contractors.

Results of the Pilot Project

The first round of project implementation was
finalized in April 2006. Cultivation areas along the
border were increased to a total of 51,059 hectares.
By April 2006, imports of earmarked crops totalled
290,430 tons. Compared to the imports of four ear-
marked crops from third countries in 2004, those for
soybean, green bean, sweet corn and castor bean were
reduced.



For further implementation, the
contract farming scheme will be
enlarged to cover large-scale contrac-
tors and expand the targeted invest-
ment areas within the EWEC
partner countries. The scheme will
also include the formulation of a
MOU on contract farming and the
setting-up of bilateral working
groups between Thailand and each
EWEC partner country to promote
effective investment and attract
efficient contractors.

Industry Development

National development since the economic crisis in 1997, i.e. during the
implementation periods of the Eighth National Economic and Social Develop-
ment Plan (1997-2001) as well as the Ninth Plan (2002-2006), was focused on
checking unbalanced development. Industry development continued by
upgrading production capability to strengthen competitiveness in the course of
forging links systematically with the global market. The two core guidelines
for industry and regional growth centre development, presented hereunder, are
directed at specific gaps.

Increase in Production Capacity

Emphasis will be placed on adjustments of the manufacturing structure
by promoting investment in industries producing motor vehicles, electrical
appliances, electronic including telecommunication equipment, and machin-
ery. Support policies will be focused on setting incentives for technology
improvement, labour force development, and systematization. To stimulate
industry development at every level, especially in rural areas, the funding of
infrastructure upgrading will be increased. Also, the need was recognized to
enhance investment benefits, make adjustments to corporate taxation, and provide
low-interest loans to facilitate the geographical shift in the production base.

Domestic Spatial Development Strategies and
Linked Regional Production Bases

Regional industrial centres will be developed by locating industrial
estates or designating industry districts as production bases linked to surround-
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ing areas, in the provinces of Lamphun, Phitsanulok
and Nakhon Sawan of the Northern Region; Nakhon
Ratchasima and Khon Kaen of the North-eastern
Region; Saraburi and Ratchaburi of the Central
Region; as well as Surat Thani and Songkhla of
the Southern Region. Moreover, regional development
strategies were conceptualized for the following
areas.

Sub-regional and border areas

Target development areas are located in the
Economic Corridors. The foci are on urban admin-
istration and management, and the development of
economic activities, especially manufacturing in-
dustry through joint ventures with neighbouring
countries. In this connection, the Industrial Estate Authority of Thailand (IEAT)
extended its role by providing technical assistance to Cambodia, Lao PDR and
Myanmar (CLM) for the establishment of special economic zones / industrial
estates in Koh Kong (Cambodia), Savan Xeno (Lao PDR), and Myawaddy,
Mawlamyaine and Pa-an (Myanmar).

Eastern Seaboard

Emphasis will be laid on optimizing its spatial capacity to diversify
economic activities and absorb the migrant population so as to increase the
labour force, and on upgrading its role as a national economic gate by
establishing an international air link, in addition to the existing sea link.

Southern Seaboard

Priority will be given to increasing Thailand’s sea transport capacity
through the development of a land-bridge linking a port on the Andaman Sea
Coast to a port on the coast of the Gulf of Thailand, thereby opening a new
economic gate to the Indian Ocean.’

Western Seaboard

Foci are the development of a transport system via the Andaman Sea to
link up with Myanmar, the establishment of industries in its northern section
supplied with natural gas from Myanmar, and the offer of incentives to the
private sector to develop a full-fledged steel industry and deep-sea port in its
southern section.

? See also the chapter entitled “Transport”.



Bangkok Metropolitan Region

Priority will be given to land use management, investment in upgrading
the infrastructure network in order to increase efficiency of the core national
production base, and uplifting the quality of life.

Special Border Economic Zones (SBEZs)
Concepts underlying the establishment of SBEZs are outlined hereunder.

Policy and infrastructure development

Thailand and its neighbouring countries in the GMS started the develop-
ment of three Economic Corridors to facilitate movements of goods and people
across their border areas. Given the fact that these countries have different
comparative advantages in terms of resources and production cost, the estab-
lishment of new manufacturing bases in border areas will bring about mutual
and complementary benefit for the GMS. In particular, entrepreneurs will ben-
efit from convenient transport links, inexpensive raw materials and low labour
cost as well as improved and direct market access.

Solving problems arising from
regional development gaps

New manufacturing bases will help narrow
development gaps between Thailand and its
neighbouring countries by creating employment,
generating income, and easing socio-economic
problems. Also, regional competitiveness will be
enhanced in terms of investment, trade, and
tourism, among the SBEZs as well as between
GMS partner countries and other countries in
Southeast Asia.

Re-engineering Thailand’s
industrial structure

The establishment of SBEZs will support the
transition from a labour-intensive to a high-tech
industry and serve the relocation of labour-
intensive industrial enterprises relying on raw
materials from neighbouring countries into those
partner countries. There currently are two targeted
areas.
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Chiang Rai

The SBEZ covers the three districts of Mae Sai, Chiang Saen and Chiang
Khong in Chiang Rai Province. The concept is to develop industrial and
commercial investment areas as gateways linking Thailand to southern China.
This pilot project will serve as a model for further development of SBEZs
elsewhere in the country.

Tak

This SBEZ pilot project covers the three districts of Mae Sot, Phop Phra
and Mae Ramat under the “Sister City” development concept of the ACMECS
programme in collaboration with Myanmar. In the short run, the relocation of
the investment base to the border area will be promoted in order to make use of
raw materials from Myanmar. The long-term plan is to jointly create a
Thailand-Myanmar manufacturing base in the EWEC of the GMS.

Two-tiered spatial planning

The modality of spatial development is distinguished by two levels. For
the economic zone as a whole, at Level 1 an appraisal is required to draw up a
land use plan and develop supporting infrastructure for economic activities,
i.e. agriculture, industry, trade, and tourism. For the manufacturing bases, an
industrial estate, a commercial area, and an inland container depot (IDC) will
be laid out at Level 2. Investment promotion as defined by the government is
directed towards two components.

Sectoral planning and infrastructure development
A land use plan will be drawn up to demarcate areas for investment, to be

supplemented by economic, social, security, and environmental plans. The

required infrastructure complete with transport links will be developed.

Privileges and incentive packages
Tariff and non-tariff privileges will be granted to ensure that investors
will gain the optimal privileges provided by existing laws.

Industrial estates

Privileges include income tax reduction and exemption from import and
export taxes, as already granted under three laws governing the establishment
of industrial zones, the law enabling the Board of Investment (BOI) to endorse
tax privileges, and the law on import / export taxation in free-trade zones, ad-
ministered by the Customs Department.



Trading transactions

Investors may establish ICDs and bonded warehouses, for which they
will be granted import / export taxation privileges, in accordance with the law
on free-trade zones, administered by the Customs Department.

Additional Support Measures

One-step service points will be established at national borders to facili-
tate import / export, as well as movements of labourers, producers, traders,
consumers, and tourists. Moreover, money transactions between the
neighbouring countries of any SBEZs will be facilitated. All these support mea-
sures will be implemented under the legal framework of SBEZs. In the first
phase of operations, the administrative mechanism will have three tiers, namely,
national, local, and industrial estate levels. For the follow-up phase, a new law
on SBEZs will be enacted.

Role of Stakeholders
Provincial and Local-level Authorities

In 2003, a new type of provincial administration was introduced, headed
by the so-called “Governor CEO”, in order to strengthen the capability of local
authorities. The CEO system is meant to enable the provincial governor to
focus on strategic work rather than routine matters by allowing greater
flexibility in terms of personnel and budget allocation. Also, any “Governor
CEO” is mandated to work closely with the Thai ambassadors posted in
neighbouring countries. Furthermore, the provincial administration was
realigned by introducing the “Cluster Strategy”.!® Accordingly, Thailand’s
provinces were grouped into 19 topographical clusters, as follows:

Northern Region

Cluster 1: Chiang Mai, Chiang Rai, Lampang, Lamphun, Phayao,
Phrae, Nan, Mae Hong Son.

Cluster 2 : Tak, Phitsanulok, Phetchabun, Sukhothai, Uttaradit.

Cluster 3 : Nakhon Sawan, Kamphaeng Phet, Phichit, Uthai Thani.

Central Region
Cluster 4 : Nonthaburi, Pathum Thani, Phra Nakhon Si Ayutthaya,
Ang Thong.

Cluster 5 : Saraburi, Lop Buri, Sing Buri, Chai Nat.

10 See also the chapter entitled “Government and Policy”.
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Cluster 6 :
Cluster 7 :

Cluster 8:

Kanchanaburi, Ratchaburi, Nakhon Pathom, Suphan Buri.
Chachoengsao, Nakhon Nayok, Prachin Buri, Sa Kaeo,
Samut Prakan.

Phetchaburi, Prachuap Khiri Khan, Samut Songkhram,
Samut Sakhon.

Eastern Region

Cluster 9 :

Chon Buri, Rayong, Chanthaburi, Trat.

Northeastern Region

Cluster 10 :

Cluster 11

Udon Thani, Nong Bua Lam Phu, Nong Khai, Loei.

. Kalasin, Nakhon Phanom, Mukdahan, Sakon Nakhon.
Cluster 12 :
Cluster 13 :
Cluster 14 :

Khon Kaen, Maha Sarakham, Roi Et.
Nakhon Ratchasima, Chaiyaphum, Buri Ram, Surin.
Yasothon, Si Sa Ket, Amnat Charoen, Ubon Ratchathani.

Southern Region

Cluster 15 :
Cluster 16 :
Cluster 17 :
Cluster 18 :
Cluster 19 :

Surat Thani, Chumphon, Ranong.

Nakhon Si Thammarat, Trang, Phatthalung.
Phuket, Phang-nga, Krabi.

Pattani, Yala, Narathiwat.

Songkhla, Satun.

Most of the provincial clusters in the northern and north-eastern regions
were integrated into the GMS and became part of the ACMECS.
According to the evaluation of the clusters’ overall performance in 2004,
northern and northeastern provinces, particularly border towns, did actively
contribute to the GMS programme. Details are called up hereunder.

Mae Hong Son
Establishment of “sister city” relationships with Mandalay and Tongi

in Myanmar.

Enhancement of provincial tourism attractions in preparation of
future linkages with Myanmar.



Chiang Rai
e Agreements on tourism and exporting Khao Hom Mali or jasmine
rice with Kunming, Yunan Province, PRC.
e Co-ordination among agencies concerned to check on human trafficking.
o Establishment of the Chiang Rai Border Economic Zone.
e Establishment of the one-stop service and single-stop inspection points.
o Construction of the second bridge on the R3 Route connecting Mae
Sai (Thailand) via Myanmar and the Lao PDR with Kunming (PRC).

Phayao
e Agreements on tourism and exporting Khao Hom Mali or jasmine
rice with Kunming, PRC.

Chiang Mai

o Establishment of trade and medical service rela-
tionship with Shianghai, PRC.

e Upgrading of Chiang Mai International Airport to
serve as regional air traffic hub by enlarging the capacity
of the runway and terminal, as well as enhancement of tour-
ism attractions to create demand for the air link.

e Co-operation with Kunming, PRC, in planning a
co-hub for trading and other potential joint ventures.

Tak
Establishment of a Border Economic Zone.
Establishment of one-stop service and single-stop inspection points.
Contract Farming.

® Construction of the Mae Sot (Thailand) — Myawaddy — Yangon (both
Myanmar) road link.

Chanthaburi

e Contract Farming.

Sa Kaeo

e Envisioned Indochina Gateway.

o Implementation of the “Clean Food Good Place Policy” to promote
border trade.

o Establishment of one-stop service and single-stop inspection points.
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Khon Kaen

e Establishment of the “Regional Operation Centre” (ROC) of the North-
eastern Region to co-ordinate work between Governor CEOs and ambassadors
as well as among clusters in the region. The ROC will ensure a common strat-
egy and identify projects to promote co-operation between north-eastern prov-
inces and neighbouring countries in the economic, social and cultural spheres
of the EWEC.

Loei

o  Contract farming.

e  Construction of the Hueang Bridge to link Loei (Thai-
land) and Sayaboury Province, Lao PDR.

Nakhon Phanom

e Tourism promotion by establishing the Mekong Under-
water World Aquarium.

e Planning of a Mekong Bridge to link up with Tha Khaek,
Lao PDR.

Mukdahan

o Establishment of a “sister city” relationship with
Savannakhet, Lao PDR.

o Establishment of one-stop service and single-stop
inspection points.

Buri Ram

®  Promotion of Khmer-heritage tourism by linking the sites
of Phnom Rung with Pravihear, Cambodia (Khao Phra Vihan
in Thai).

Si Sa Ket
o Establishment of a “friendship city” relationship with Siam Reap, Cambodia.

Private Sector

Thailand’s private sector did actively participate in GMS and ACMECS
programmes. The Thai Chamber of Commerce (TCC), the Federation of Thai
Industries (FTT), and the Bankers’ Association of Thailand (BAT), the three key
private-sector organizations, play significant roles in the co-operation with the
GMS countries."

1" See also the chapter entitled “Private-sector Role in the National Economy”.



GMS Business Forum

The GMS Business Forum with members from the private sectors in six
GMS countries was set up in the year 2000. It serves to exchange views and
co-ordinate activities geared to capacity building, particularly of small-size
and medium-size enterprises (SMEs). Road shows disseminate information on
investment opportunities and tourism sites. Resolutions of seminars are
submitted to the GMS Programme for future strategic planning. ADB and United
Nations Economic and Social Commission for Asia and the Pacific (UN ESCAP)
have been the major supporters of this forum. Thailand has taken on a lead role
in this forum, having chaired it since January 2006.

ACMECS Business Council

Set up in 2004 to serve as a formal grouping of private-sector enterprises
to enhance co-operation, the Council formed working groups to match and
liaise with those of the public sector. Representatives from each ACMECS
country take turns in chairing the various groups. This mechanism reflects strong
commitment and ownership by the private sector and holds good promise for
the development of the sub-region.

Quadrangle Economic Co-operation

This forum was initiated by private-sector entrepreneurs in the four
countries of Lao PDR, Myanmar, PRC, and Thailand, with the objective to
organize seminars and trade fairs. The provincial chambers of commerce of
nine provinces in the North of Thailand are active members.

Technical & Financial Assistance

Following are three examples of how Thailand’s private sector became
actively involved in the development of the GMS. The Thai Chamber of
Commerce offered scholarships for students in CLMV to study at the University
of the Thai Chamber of Commerce under ACMECS auspices. The said
University also conducted a study on the impact of ACMECS on CLMV
countries. A private-sector enterprise extended its expertise to train farmers in
the Lao PDR on the cultivation of maize as one of the activities undertaken by
the GMS working group in charge of agriculture.

Investment

With progress in the development of infrastructure and advances in soft-
ware applications, private-sector investors gained confidence in the GMS. Thai
investors topped the ranks of those who ventured into CLMV over the last
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decade. Most investments were made in the tourism, energy, agro-processing
and light industries. Construction companies stepped up their involvement in
CLMV as a result of Thailand’s financial assistance.> This trend has also
emerged in contract farming by private-sector enterprises, upon the launching
of the Thai government’s promotion policy to systematize and facilitate this
venture.

Future Direction

Based on past financial contributions and progress in the development of
domestic infrastructure in its border areas, thereby preparing for future links
with neighbouring countries in the GMS, Thailand will uphold its strong
commitment and strive to gradually position itself as a leading development
partner in the sub-region, corroborated through its strong partnership with the
PRC and the ADB.

Into the future, Thailand will continue to play an active role in both the
GMS and ACMECS frameworks. It will work on both tracks in a complementary
manner, to narrow the development gaps among partner countries, balance
social and economic accomplishments, and move the region toward competitive
and sustainable development. The GMS infrastructure will be further improved,
and therein greater opportunity will be provided for partner countries to earn
and receive assistance from the ADB. The ACMECS will be geared to ease
social problems and resolve trans-border issues, especially through co-production

12 See also the chapters entitled “Agriculture”, “Energy’, “Industry on the Move”, “Tourism”,
“Trade and Services” and “Private-sector Role in he National Economy”.



in border areas to strengthen their capacity and foster a sense of ownership
triggered by member countries’ initiatives.

Thailand’s own endeavours will continually be focused on area develop-
ment, with growing emphasis on logistics management especially in the
economic corridors throughout the sub-region. The logistics master plan will
lead to improvements in vital aspects, namely, transport, ICT database and
information systems, capacity building, logistic services, regional economic
integration, and enforcement of laws and regulations.

NEDA and TICA will continue to perform their roles to expand partner-
ships not only with the CLMYV but also other countries for the development of
the wider sub-region. Concepts for co-financing as well as multi-lateral
co-operation will be geared towards greater flexibility to meet the purposes
and fulfill the requirements of each party. The government agencies of the
partner countries, at central and local levels, will attune their mechanisms and
endeavours toward the same direction and move forward. Other organizations
including universities, research institutes, and non-governmental organizations
(NGOs) will be encouraged to participate in the planning and implementing of
activities.
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