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Abstract

The logistics preparation of operators is the key to economic, trade, and
investment expansion in the SEZ-TAK. The distribution and warehousing activities
currently occur in both Mae Sot and Myawaddy areas. In view of ecomomy, Myawaddy is
trade zone, industrial production zone, distribution center and warehouse for imported
goods from Thailand to other areas of Myanmar. This makes Myawaddy both the “Twin
City” and the “Rival City” of Mae Sot. There are more than 200 large and small
warehouses in the surrounding area of Myawaddy, and this business is currently
expanding. These warehouses are used as storage facilities for further transportation, and
besides are a major distribution center of Myanmar from the border to the internal area
of the country. Myawaddy’s warehouses and distribution centers have a high business
potential and is a major competitor of the future Tak truck terminal. However, there are
issues and limitations to be concerned: 1) Traffic in front of Myanmar border is quite
congested and disorderly. 2) Myawaddy’s infrastructure is still not sufficient for
supporting industrial investment. 3) The condition of distribution centers and warehouses
located on the hill including the roads to them are poor. 4) The loading and unloading
of goods is performed manually. 5) The transportation route from Myawaddy to
Kawkareik is very convenient, but the one from Kawkareik to Hpa-An which is the capital

of Kayin State is in quite a poor condition.

The development of the SEZ-TAK is aimed at increasing investment in the area.
From the study of environment, subgroup meetings, and in-depth interviewing with
specialists and entrepreneurs from government sectors and organizations, associations,
and private sectors, it is concluded that there are 3 Real sector industries with potential
and suitability for investment: textile and clothing, plastic, agriculture and fisheries
industries and related businesses. But according to the survey, distribution
centers/warehouses in Mae Sot are not necessary since finished goods are usually
shipped to the buyer right after production, or stocked inside the factory area. And for
agriculture and related industries, there are already a number of collection centers

around the area of 3 districts.



“Thailand's Transport Infrastructure Development Strategy 2015-2022” concluded
that Mae Sot district should have a high-efficiency and high-standard truck terminal,
which is a development of various continuous transportation facilities that link major
production and export base of the country, as well as create a transport network that
helps reduce transportation cost while increase its efficiency. Study and selection of
location, size, and construction plan for the SEZ-TAK has shown that it would be able to
support the volume of products and services for over 30 years. This co-investment
between government and private sectors has a total value of 1,077.49 million baht
(consisting of land compensation, landowner management fee and margin, contributing
to a total of 281.40 million baht for the land, 758.92 million baht for buildings, and 37.17
million baht for equipment.) The suitable type of investment is the one with the
government as the risk recipient from Gross Cost and the private sector as the project
administrator. The government invests only on the land and buildings that they use
(634.22 million baht) and the private sector on the buildings that they use including all
equipment (443.27 million baht). The government’s IRR is -0.9% with a payback period
of more than 30 years, while that for the private sector is 10% with 10-year payback
period. This is the most suitable and possible way because even though the government
may ¢ain an unworthy return on investment, its financial status and operation will not
be affected since the government is, in fact, a non-profit organization that must
encourage investment activities and support the economy, investment, and the civil
society. The private sector receives return in the form of “wages” with a minimum IRR of
10.0 per cent, does not have to take the risk of possible insufficient income, and the

payback period is within only the 10" year of the project.

Operators need to adapt to meet logistics needs in the area: 1) Existing operators
should obtain devices and equipment to facilitate the unloading or transloading of
cargos, e.g. forklift and reach stacker. 2) Operators who have lands, funds, and staff with
potential should develop their areas to be dry docks/distribution centers/warehouses to
increase goods transferring services for Thailand’s part. 3) Existing operators should take
advantage of the development of transportation routes in Myanmar by expanding
cooperation with logistics operators in each province. 4) Existing and new operators
should apply logistics management system software to their business. 5) Existing and
new operators should add variety to their services besides shipping, such as

warehousing/distribution center services. Operators who are interested to co-invest with



the government as a manager of the terminal should: 1) Gather as a legal entity and
propose to be manager of the terminal. 2) Persuade Thai and Myanmar operators, as
well as big Myanmar buyers to come and use services at the terminal. 3) Existing
operators who cannot provide sufficient fund might gather to establish and share
distribution centers/warehouses. 4) Try all the possible means to get customers for the
terminal. 5) Operate with minimum fund to give services with lower prices than the cost
of direct transport to Myawaddy. 6) Project fund for buildings and equipment should be
prepared approximately 450.0 million baht, and around 50.0 million baht per year for
working capital. A “positive” net cash flow will begin in the 11™ year on, which is

considered a relatively high funding.

For the public sector, they should: 1) Make a clear agreement between Thai,
Myanmar, and the Kayin State government about the categories of goods that must be
transported via the Friendship Bridge and goods permitted to be transported across Moei
river. 2) Consider lessening the rules about permissions for Myanmar trucks to enter the
outskirt areas of Mae Sot and the terminal to pick up cargos more conveniently,
including types of vehicle, insurance, permitted hours, permitted areas and truck weight.
3) Encourage logistics activities that use the Inland Box in cargo transloading, and
cooperate in the management of the use and return policy of the boxes. 4) Provide
space for the “fuel depot” to reduce long-term logistics cost of fuel in case future fuel

transport system is changed from trucks to pipeline transportation.

Risk factors for the success of the SEZ-TAK are: 1) high land prices resulting from
speculation 2) unpreparedness of the infrastructure system, i.e. transportation routes,
electrical system, and industrial water 3) recognition of the project and participation of
local people that are still limited 4) problems of labors lacking potential, including
immigration to the internal area 5) development of special economic zones or industrial
development zones such as Myawaddy, Hpa-An, Pegu and Mawlamyine 6) transportation
route that consists of shortcuts on hillsides or highlands is time-consuming 7) nature and
a diversity of cultures, as well as being touristic gateway to Myanmar on land which
might have an influence on industrial development, and 8) the Eastern Economic Corridor

(EEQ) is given budget and precedence over.
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