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Abstract

The objectives of this study are to assess the opportunities and challenges in the
development of Special Economic Zones (SEZs) that are well-suited with the development
conditions and the needs of the communities in the provinces of Nong Khai, Nakhon Panom,
and Mukdahan, and to propose suggestions for the development of the Special Economic Zones
with emphasis on the issues of target industries, investment promotion incentives, and

institutional arrangements.

Thailand has some experiences in creating the developments similar to the Special
Economic Zones such as Industrial Estate, Export Processing Zones, Bonded Warehouses, Duty
Free Shop, and Free Trade Zones. The Special Economic Zone in this study refers specifically
to the development of a large estate with integrated provision of offsite infrastructures,
investment promotion privileges, onsite infrastructures and utilities, and one-stop government

services, and the development of businesses.

Presently, Thai government has seriously accelerated the development of SEZs. In July
2014, the National Committee on the Development of Special Economic Zone chaired by the
Prime Minister approved the first phase of SEZ development which covers the border areas in
the provinces of Tak, Sa Kaeo, Trat, Mukdahan, and Songkhla. Later in March 2015, the
Committee announced the second phase of the development in the border areas of other five

provinces e.g., Nong Khai, Chiang Rai, Nakhon Phanom, Narathiwat, and Kanchanaburi.

Regarding the selection of target industries to be promoted in the Zones, there exists
a critical limitation inherent in the prevailing development strategy. It is unfortunate that the
Committee has indiscriminately applied a single development model as the only framework
across the board for SEZ development at all border areas which exhibit vast difference in
characteristics. The recently released Guidebook on SEZ development clearly states that target
industries to be promoted in all SEZs are labor-intensive ones. The review of overseas SEZ
experience especially those SEZs established at the border areas of two adjacent countries with
noticeable difference in the level of economic development reveals that these border-town
SEZs have been consistently set up in the country with the lower development level in order
to take advantage of greater labor availability, lower labor cost, and the Generalized System of

Preferences granted by the developed countries to the imports from less-developed countries.

In the light of the disparity in the degree of economic advancement between Thailand
and Laos, the SEZs that largely house labor-intensive industries should be better located in the

SEZs in the Laos side. The development of SEZs in Thailand side should rather aim at industries
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with advanced technology capable of producing higher value-added products than those in
Laos in order to avoid unnecessary competition and duplication. In addition, there is a due
paradigm shift from building the Thai economy which has relied heavily on labor-intensive
industries and OEMs to creating the economy which will be driven by innovations to enhance
the nation’s capacity to produce high value products. The present drives to develop SEZs in
Thailand should adopt sophisticated policy objectives to advance Thailand to join the rank of
advanced countries by promoting the establishment of industries or businesses characterized
by innovation and high value products. The SEZ development should be effectively employed
as a vehicle to accelerate the development of industry clusters, the transfer of technology and
know-hows from the investments in the SEZs to other businesses in the rest of the country.
This will eventually lead to the enhanced capability of Thai industries and the competency of
Thai labors which will in turn substantially advance the nation’s competitiveness. Consequently,
the study identifies four specific considerations to be incorporated in selecting the business
activities to be promoted in the concerned SEZs. The four considerations include 1) the
deployment of SEZ development to drive national strategies, 2) the linkages with off-site
businesses and the nearby SEZs in Laos, 3) the intrinsic logistical advantages and disadvantages
of the study areas, and 4) the broader perspectives to be taken in the SEZ development over

those in the typical provincial development

Given these considerations, the study proposes three specific developments that
should be promoted in the SEZs in the concerned areas. The first proposed development is
the “Wholesale Center of ASEAN” which reflects the attempt to turn the Thai economy which
has previously relied on the labor-intensive OEMs to become the economy that has the ability
to influence the regional and global trade. The proposed “Wholesale Center of ASEAN” will
serve as the gateway for products offered by Thai SMEs and OTOPs. The second is the “Learning
and Cultural Center of ASEAN” to take advantage of the three contemporary culture-related
trends including the establishment of ASEAN Socio-Cultural Community (ASCC), the cultural
tourisms and the cultural industries. In light of the abundance of agricultural commodities
available in the study areas, the third proposed industry is the “Bio-technology Parks” to
enhance the nation’s ability to create high value-added to the basic agricultural produces which

will result in improved competitiveness of the country.

Various stakeholders have currently raised a concern that the investment promotion
incentives as approved by the Committee are not sufficiently attractive and have no distinct
advantages over the currently available ones. The approved set of incentives fails to include
the incentives designed to promote technology transfer and to attract foreign experts to work
and stay in the SEZs. The current incentives for innovation include only incentives granted to

those conducting research and development activities in Thailand.
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With respect to the issue of institutional arrangements, there is a recognized agreement
that the Public Private Partnership (PPP) is one of the critical factors that contribute to the
success of SEZ programs. It is fortunate that the on-going effort to stimulate the establishment
of SEZs in Thailand has recognized the important contribution of PPP. The government will be
responsible for the promotion of SEZ development by providing basic offsite infrastructures and
facilities, one-stop government services, and by enacting necessary rules and regulations to
ensure the satisfactory achievement of the establishing objectives and compliance with all
relevant laws. The private sector will be largely in charge of the onsite infrastructures and

investment in the development of land plots.

The present promotion of SEZ development is carried out with the mandate as granted
by the Regulation of the Office of the Prime Minister On Special Economic Development Zone
B.E. 2556. This approach unfortunately has a limitation because the Regulation is restrained by
being ranked relatively low in the hierarchy of Thai laws and therefore does not guarantee
sufficient implementation autonomy. Severe delay or stoppage to the SEZ development
programs may be caused if the SEZ development defies existing authorities of government

agencies or challenges other laws ranked at the higher level of the hierarchy.
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