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Abstract

Road 3 Asia is a route stretched along North-South Economic corridor under Great
Mekong Sub-region cooperation that connected 3 countries; China-Lao PDR an Thailand.
Although, R3A route has been officially open to traffic in 2008 but its use and benefit for
Thai people was not as much as anticipated. Therefore, it deems necessary to carry out
formal assessment of utilization experience of the route and also convey lessons-learned
and experience from this study to help in introducing policy and strategies in order to
enhance the competitiveness of the country and the competency of its human resource in

the future.

This research program consisted of 2 sub-projects in which the first sub-project aimed
to investigate the use and benefits of the route related to production sector, trade and
logistics services. The second sub-project studied benefits of tourism from the use of R3A
route to transport people. This research program has been collecting both primary and
secondary data that were obtained from field study throughout our field works in China, Lao
PDR and Thailand. The collected data were analyzed and synthesized in order to answer the
following specific research questions; 1) How much economic value was created by the
route? 2) Which country’s traders have received the highest benefits from using the route?
3) What are the differences in terms of competency among users in each country? 4) How
each government of these 3 countries supported their traders and investors and what are
the differences? 5) In what way that we can do to improve the use of this route and gain

more benefit from R3A?

The Chiang Khong township, Chiang Rai province, has already become a ‘bypass’
town for most tourist and trading goods with reduced number of tourist, after the official
opening of R3A route and Thai-Lao PDR’s border bridge. The main reason for this is because
the immigration paper work for tourist and visitor can only be done at immigration check
point located near the bridge by which in the past visitors would have to stay in town
before crossing the river by boat. Moreover, the use and opening of the bridge has leaded to
an increase in logistics and transportation cost for local traders as the bridge is located 10
km away from town. However, having R3A route might be beneficial to Chiang-Khong
Township in term of attracting investment and funding from central government to develop

local infrastructures but on the other hand, the increase of infrastructure development
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could also lead to a surge in land price. The group of people who gained benefits from this
rise in land value was investors who came from other areas and are not local people. These
investors would make profits by further increase the land price which could prevent future
investment in the area due to this surge in land value. In addition, although Chiang Rai is
part of the special economic zone but it hardly attracted any investors into the area
compared to a large amount of infrastructure development budget that had been poured to

it from the central government.

The development of R3A leaded to and extensive growth in tourism along the route
especially for Lao PDR, where number of both, Thai and Chinese tourists increased
dramatically. However, all investments that took place along R3A route in Lao PDR were
resulted from Chinese investors. The Chinese investments, both, large and small, played
significant roles in a rising influence and penetration into Lao’s business and economy at all
levels. Whereas, its government has viewed this kind of penetration to have positive impact
to the country in forms of job creation and national economic promotion, but many sectors
have expressed different concerns over this issue. They have expressed more concerns on
the problems of environment, natural resources exploitation and land-grabbing. Many of
private sectors in Lao PDR hope that more Thai investors would be interested to invest
more in Lao to counter the penetration of Chinese investors and collaborate in term of co-
investment with local people on tourism business and agriculture as well as supporting the

local on career and education development.

Thailand still lacks clear plans and strategies to make an effective use of this route
and was only focused on building infrastructure to aid transportation and logistics. The
Yunnan province on the other hand has initiated an integrated plan for its own people and
investors such as logistics system and linkage development and support the Chinese
entrepreneurs to help increase their competitiveness. Moreover, China has conducted the
policy called ‘Good neighbor Policy’ and the main goals are to develop industrial economy,
people’s livelihood and international cooperation. Yunnan province has positioning itself to
be ‘one center, 3 routes and 3 circles” which allows Yunnan to get connected to countries
in the South and Southeast Asia and strengthen its relationships with those groups of
countries via Yunnan-Myanmar border route (to South Asia); Yunnan-Vietnam or Cambodia
(to South China Sea) and Yunnan-Lao PDR route (to Southeast Asia and Thailand). In

addition, as Yunnan’s climate is suitable for cultivation and farming, its local government has
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improved its basic infrastructure to serve and facilitate agricultural industry by bringing new
technology to help its production sector. From our research findings on R3A route survey in
Yunnan province, number of greenhouses and precision-farming cultivated areas had been
seen on both sides of R3A route throughout the province. It is believed that the production
from these farmlands would be transported to Thailand and other Southeast Asia countries

via the R3A.

After considering from all collected data and information regarding trading pathway
and destinations of fruits and vegetables transportation on R3A route, there appears a rising
influence of the Chinese traders on the cross-border trades. The Chinese traders /investors
have gained highest shares of benefit when compared to the Thai traders for both import
and export shares to China. It is found that all activities throughout vegetable value chain
has been taken over by the Chinese and for the export of Thai fruits, the Thai packing house
owners and traders used to play a major role as main actors and had better share of
benefits but because of the increasing role and penetration of the Chinese into Thai fruits
value chain, our original gain and benefits had shifted to favor the Chinese traders. Even
though, Thai farmers are getting benefits from this high demand for exporting fruits to China
but this is only short term gain, which is in a long run, Thailand could lose the majority of
value and benefits of fruits export and businesses and even the number of export might
seem to rise but our share and benefits would only get smaller and would not increase

further, while the resources in the country are more exploited for the fruit import.

The findings of this research can be summarized as follows; 1) The statistical data
and value for import and export in this region were often incomplete or distorted as a result
from the informal trade that did not pass the customs procedure and check point. This,
therefore, have leaded to the under-report of the actual value and trade volume. Also, a
modification in the country of origin could be another trick or artifice that most traders used
in order to avoid export duty (customs) and as a way to exploit the advantage from border
trade rights along China border, that caused a misrepresentation of actual number and data.
2) A shrinking of local economy of border city as it became a “bypass” for tourists and
goods that go across borders after the route has been developed. Since the change in our
border city occur very dynamically, therefore if we want to develop our border cities we
need to understand such dynamic and disruptive change that take place in the neighboring

countries. 3) Thailand has no national strategies in creating trade bargaining power with
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China. This is one of the reasons why the Chinese traders and entrepreneur could penetrate
into many of our value chain and began to dominate and taking over the whole chain. In
case of imported vegetables, Thai people play only a role as retailers and consumers. For
durian case, we are mainly producers and play no role in other parts of this value chain. 4)
At present, we found that in order to ensure fairness in Free Trade Agreement (FTA) is not
only about the elimination of tax or tariff, but one of the important tools is the “Non-tariff
barriers” that other country used to gain profit and advantage over one country.
Additionally, we could see from the import/export scenario of the Thai fruits that the
Chinese traders/entrepreneurs are having more ‘advantages’ in term of entrepreneurial
attributions than the Thai entrepreneurs in number of ways such as perseverance and
courage to take risks in business, ability to access to funding, power of negotiation, seeking
of new opportunity as a result of free trade on R3A route. The Chinese traders is also having
the ability to adapt themselves more easily to the changing situation and market with better
connections and networking and another advantage is that they have familiarized with their
‘business’s ecosystem’ which combined its trading culture with government measures and
regulation together. 5) Thailand’s strategies on creating competencies among Thai traders
and entrepreneurs are incomplete and often are fragmented. Almost all of the strategies
only focused on creating capacity in terms of area such as building road, hi-speed railways
and investment but still lack of elaborated plan of how these projects could help building
the capacity and increasing the competence of the Thai entrepreneurs. Also, a strategic plan

on developing ‘business ecosystem’ to strengthen the Thai entrepreneurs is missing.

The policy proposal and strategic plans that should be further processed and
implement in order to optimize the use and benefit of R3A route in trades, production and
logistics services for Thai society comprised of; 1) Strictly enforce the relevant laws and
regulation, 2) Create the online-platform which has to be operated under the direct control
of Thai agencies to facilitate future E-commerce, 3) Increase the selling power of the product
to uplift negotiation power in the value chain of durian export, and 4) Upgrade negotiation

power by encouraging more business engagement of Thai traders in China.

For the assessment of benefits gained from tourism on R3A route, it is found that
since R3A is the nearest road that links to South of China and closes to Chiang Mai which is a
popular destination for Chinese tourists, so Thailand is capable of attracting more tourists to

the area especially those who like to travel by car and caravan group via this route, and this
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group of tourists normally had high purchasing power and therefore creating a lot of income
for many stakeholders within this value chain ranging from the owner of the businesses to
local community. In the past, there was no regulation or effective method to monitor
number of tourist cars that affected the local community which led to a resistance of the
Chinese caravan to the area until the governmental agency, department of land
transportation, had implemented the some measures to solve the problem. The tourists’
cars are required to pass through management procedure monitoring by Thailand’s tourism
company only. This includes getting temporary driving license, insurance, health inspection
and taking traffic laws workshop before being allowed to bring cars into the kingdom which
can take at least 15 days. Therefore, Tourism Company is considered to have a very
important role for this since they are the main organization to coordinate with other
domestic governmental agencies. So if Tourism Management Company in Thailand are
operated or managed by the Thai agencies, the benefits and its trading advantage will be on
the Thai side and this will minimize the penetration of foreign capital and businesses into
this value chain. On the other hand, if these businesses are taking over by the Chinese
entrepreneurs or become a form of ‘Foreign Individual Tourism or FIT’, there will be a higher

tendency that tourism value chain would be dominated by Chinese capital.

Nonetheless, laws and regulation regarding car entry permission of the department of
land transportation (DIT) is, however, able to prevent such problem and can protect the
benefits of the Thai entrepreneurs/company. Although, the statements and regulations from
the DIT could help in organizing Chinese tourists’ cars along R3A route and help Thai
entrepreneur gained more benefit from the activities but the condition for duration to get
entry permission with cars did not conform or compatible with Chinese tourists’ behavior
that further caused a reduction in number of caravan style of tourists. This could be a result
from a lack of integrative work and cooperation between governmental agencies whose
responsibility is to regulate tourists and the private sector who owned tourism business.
Although Thailand benefits a lot from development of R3A route but there are still many
gaps and fragmentation of laws, forms of investment, and human resource capacity and
because of these gaps, this could therefore allow the penetration of Chinese
investors/entrepreneur into these business and value chain of tourism more easily in the

near future.
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The policy proposal and strategic plans that should be further processed and
implement in order to optimize the utilization and benefit of R3A route in tourism
comprised of the following; 1) Closely and effectively regulate the governmental agencies to
prevent negative impact from Chinese tourists, 2) Facilitate travelling via this route e.g.
Providing traveling insurance 3) Enhance competencies of entrepreneurs in terms of
management skills and ability to regulate the increasing number of cars in the area, 4)
Promote travelling in ‘Caravan’ style by establishing an association for caravan style

travelers in cooperation with local transportation agency.

The findings of the 2 research projects specifically indicated the important role of
governmental sector in providing support to strengthen Thai businesses and entrepreneurs in
all aspects such as trading, investment and tourism. It is very crucial for Thai entrepreneurs
and investors to be able to adapt themselves to this rapid change of business and
globalization especially on evolutionary forms of expanding domination over international
trade e.g. Exporting goods = Exporting production (site) = Exporting traders = Exporting
‘trading platforms’.
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