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gttt Regional Integration in the GMSR, Changing Competitve
5 % Advantage and Its Impact on Labour Markets and Soasty:
3 5 - Evidence from Chiang Rai Province, Thailan
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Abstract— Asregional integration within the Greater Mekong Subregion (GMSR) intensifies, the location of competitive advantage
will inevitably change and this will have considerable impact upon the locations in which economic activities take place and upon
the type of work that will take place in the region. Some production activities will be required to move to respond to the comparative
advantages (climate, natural resources and manpower, for example) while others will cease altogether. Inevitably, winners and
losers will be created by these forms of creative destruction. The role of government will be to protect those who are vulnerable to
these changes, particularly workers who find it difficult to respond to the changing circumstances. Using in depth interviews and
secondary data collected from across the region, this paper investigates which types of industry will be required to move and which
industries are likely to collapse. The focus is upon the Chiang Rai province of northern Thailand but the analysis also covers the
wider GMSR as a whole. The implications of the changes for local labour markets are ohserved and recommendations made for
modifying labour market policies with a view to dealing with expected future changesin additional to unpredicted external shocks.

Keywords— Infrastructure, labour markets, regional integration, Thailand.

of opportunities available to local people, althioug
1. INTRODUCTION intuitively or in concordance with pro-market idegy

. , . . this would seem necessarily to be the case. Thierpa
In common with other developing countries, Thailand |oks at how such changes have affected a spegiie

has taken the steps that will lead it from being a,yhich is the northern province of Chiang Rai in
predominantly agricultural economy to one in WhiCh 15004 The paper continues with a summary of the
manufacturing, services and knowledge predominatesponcieS which have brought Thailand to the sitoatin
The capital city of Bangkok has been in the forefrof which it now finds itself in terms of economic

these changes, while regions outside the centr@ havyeyeopment and then continues with a descriptiche
continued to be left behind. That there have bean t 4y which provided the results for this reseafthe
dual .tracks .Of development has had many eff_e_cts Or:L:lnalysis and then discussion of those resultsfthiikw.
outlying regions and has had powerful implications After WWII, Thailand took greater advantage of its
terms of political and social development in themoy. — iance with the western powers, especially the\LI8
Since 2001, with mterrqptlons,_the Tha| governrriems gaining access to overseas export markets and dtinbo
sought to reduce the inequalities in developmeat th 565 facilities during the Korean Civil War (133)

have o_ccurrgd._ Reglonal integration, spurred by ang the two Indochinese Wars, when western interest
transnational institutions such as the Asian Dgwelent required stable bases in the region. The modehpidr
_Bank (ADB)’. has prow_ded new tools by which development pursued was similar to that seen elsewh
inequalities might be considered _and pro_blem_s eackh in the second half of the twentieth century anénmreld to
problem, from govr?rnmentsl point of \gew, IhS th:m . hgenerally as the East Asian Economic (or Develogjnen
power to use these ftools must be shared Withyoge| This model focused on generally outward-
transnational institutions and market-based psBIMeOL  jenteq; export-oriented, import-substitution ametard

to mention the [nefflc;enues Ithat have hbeder\]/ |Iehhl‘g investment-encouraging policies characterised bgsma
government actions for as long as they have Deen,,nfacturing relying for competitiveness on lowdar
reported. All actors have their own agendas and the,osts In Thailand, Japanese investment was peaigu
resul_ts of actions in a complex environment arleel_yar influential in shaping this competitive advantaged a
predictable with any accuracy. Consequently, in®  rpaiang penefited from the Japanese policy of off-
cleadr_ that crangesh nol\_/v tak(ljng_ pl(?ci will “improve shoring much of its low value-adding manufacturing
conditions a(_)ndg Be 'Illnf)s f?S're _f_y gove_mr;:entactivities. This development model was cemented in
agencies or, indeed, will bene 't. Specitic g_eogre@l place during the authoritarian reign of Field Maish
areas at all. It is not clear, as will be descrilbedbow, Sarit in the late 1950s [3]

that linking areas with wider networks of produatiand This policy continued' until the 1990s. when the
exchange will necessarily increase the type anditgqua economy was shocked by the 1997 financial crisis,

referred to locally as the Tom Yum Crisis. Factors
contributing to the crisis in Thailand included egsive
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numerous bankruptcies and retrenchments of workerssignificant and sustained competitive advantagedas
many of whom were obliged to enter the informalt@ec local competencies and skills. It is certainly ttbat the
or return from closed factories to village familgrhes proportion of workers involved in agriculture ant$ i
and subsequent under-employment. Confidence wasmportance to the economy has continued to decline.
shaken at every level of society and the economye Thailand is threatened with the middle income triap,
Constitution promulgated in the same year explicitt which competitiveness from the model described abov
focused on the need to foster local, indigenoulésskind has declined and the ability of the country and its
capacities instead of the large-scale promotiomwérd workforce to take the next step is in doubt.
investment that had been the previous focus. The GMSR has been home to endemic warfare
In 2001, the Thai Rak Thai (TRT) party of Thaksin throughout much of its history. The bitterness bé t
Shinawatra swept aside the Democrat government ofighting in the post-WWII period, in addition to ah
Chuan Leekphai and its neoliberalist response ® th provided by earlier periods and occasionally useda
crisis, which was widely believed to be inadequate. pretext for nationalism by certain factions subssly,
Prime Minister Thaksin had created a set of ecooomi continues to act as a problem in state relatiopati®ns
policies which became known as Thaksinomics andhave been improved through the mechanism of the
which was based on the understanding that prodiyctiv Association of Southeast Asian Nations (ASEAN),
had been falling in Thailand during the 1990s which took as its founding philosophy the forbidgliof
(suggesting the end of the usefulness of the EasnA public speech concerning occurrences within other
Economic Modef) and the potential impact of the countries, together with the restriction of agreetse
continued rise of China, which was increasinglyparse primarily to the economic sphere, leaving out the
of low cost manufactured items and a magnet foeidw ~ political and social realms. The latter is a taciso
investment [6]. The Thaksinomics program recognisedemployed elsewhere in the world, such as in the oés
that the extreme openness of Thailand (in commadh wi the Asia-Pacific Economic Confederation (APEC) and
many Southeast Asian countries) made the countryearly iterations of the European Union (EU). In tase
overly vulnerable to external shocks which affected of the Greater Mekong Subregion (GMSR) — Thailand,
export sales. While not closing the country to the Burma, Laos, Cambodia, Vietnam and Yunnan and
continued effects and changes brought about byGuangxi provinces of China — it has meant that an
globalisation, Thaksin placed a much greater emphas economic agenda has been adopted without concdmitan
on developing internal competencies and sources ofttention paid to the social and political issues,
competitive advantage, especially in the provincesparticularly equity issues. This has meant thagrdtion
outside of the capital Bangkok, thereby dampenhng t to the extent that it has taken place has beernhpedsit
impact of internal migration in the country and its it also limits the goals that it can achieve.
negative effect on social cohesion. Other policies
focused on the promotion of Small and Medium Sized2. THE STUDY
Enterprises (SMEs), especially those which offetfeel
potential for competitive advantage through the abe

indigenous knowledge and skills, village level fimygd . )
aimed at identifying projects which would boostdbc Rai and I_3angk_ok, largely during November 2007. Face
to face interviews were supplemented by telephone

income and careers opportunities, local community.t . hen it d difficult to obtai ¢
production schemes including OTOP — One Tambon ondNterviews when it proved ditlicult to obtain aceear tor

Product and the promotion of privatization. Secetadye other practical details. More than 60 interviewsséha

policies included the de Soto-esque [4] plan t iy been completed to date and this \{vork is part alrgelr
assets, including intangible assets, to enable Ipeip doctoral research program. Interviewees includedyma

leverage them efficiently; this built on earlierlip@es :ogal business ownetrsff_a_ntlj opéara}ctr?rs,k Worlkers and
which were aimed at enabling what were consideoed t abourers, government officials and other knowledie

be under-leveraged consumers the ability to bdusit t ~PE"SONS- Interviews resulted from a mixture of fafm
consumption of household goods by providing greaterand.'mcor.mal contacts. For"?a' contacts occurred nwhe
levels of consumer credit. the_lnterwevv_ers identified suitable individualddre the
These problems have proven to be hugely popular moenoq of fleldwork_ and_ approached them_ for an
electoral terms but have received fierce oppositiom Interview. Informal Interviews occurred - during - the
ideological opponents in the political and traditty fieldwork when relevant individuals were approacloed

powerful classes. Such problems as were experience8n lopporttucgusgc tt?]a&s. J.he blntervt|¢ws \évertﬁ
tended to result from difficulties in implementatio supplemente y ethnograpnic observation an €

rather than conceptual limitations. However, totcore accumu_latlon of secondary dgta. . . .
to drive the economy forward and towards the idsal Interviews were conducted in either Thai or Chinese

the knowledge-based economy (KBE), it is necestary appropriate and subsequently transcribed from notes

identify and nurture those industries which migffeio _made_ at the time and translateo_l Into Engllsh. The
interview transcripts were entered into a databaite

other relevant materials and subjected to critiaad
content analysis. In concordance with the pringple
! Aggregate productivity growth during the 199s vaassibuted to  supporting grounded theory, the researchers became

capital accumulation rather than total factor pudility (TFP) immersed in the data with a view to permitting thes
increases.

The research reported on in this paper has beeu lwas
a series of qualitative interviews conducted in &
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to emerge from the data, rather than following a the seniority-based salary system prevailing inifahd,
quantitative method which begins with the formdati as elsewhere in East Asia. This means that peaple a
of hypotheses and then seeks means to test thesgyith  paid more, on an automatic basis, according tor thei
data collected. This method, combining in depttspeal initial qualifications (and any subsequently obéaih as
interviews with personal observation and the irdaégn well as increments based on length of service. A
of secondary data and statistics has yielded gesdits  consequence is that individuals with undergraduate
in other cases (e.g. [7], [8]). Through continuous degrees will routinely expect to receive more tlose
interrogation and re-interrogation of the researchwith a vocational qualification, irrespective ofetlact
materials, the researchers were able to recogefmated that the latter will normally be rather more reatdy
elements or phrases which gave rise to structuréshw  contribute to a business, especially a small orinmd
then coalesced into emergent theories. This isngitnod sized business, than the former from the beginriiinis
pioneered by grounded theory researchers [5]. situation is exacerbated by the fact that individua
It is clear that the timing of the interviews had a graduating with undergraduate degrees every year
impact upon the opinions of many respondents. @hdil greatly outnumber those with vocational degreesnéo
suffered a military coup in September 2006, which efforts have been made to increase the number of
interrupted a period of significant economic grovidin vocational students in the Chiang Rai region beis¢h
the Kingdom and also the reduction of income suffer from the problem of over-centralization of
inequalities. Investor confidence, particularly decision-making, which means that a number of the
international investor confidence, was stronglyksimeby courses offered are inappropriate insofar as sutesely
the coup and by a number of policy decisions magde b locally-available =~ employment  opportunities  are
the junta-appointed assembly thereafter. Resposdentconcerned. Other problems also exist, largely essalt
looked forward to the general election scheduled fo of mismatches between supply and demand and lack of
December 2%, 2007 as the start of a new period of resources and capacity on behalf of service preside
confidence and growth but it was not entirely derthat Gek-Boo Ng, former head of the Asia-Pacific Offick
this would arise. Had the interviews taken placeaat the ILO, has more than once commented on the
different time, then it is quite likely that many importance of technical capacity for gathering,aatihg
respondents would have had different opinions.and disseminating labour market statistics andishime
However, the economic and political situation aéelc  particular area where enhanced capacity could be of

all respondents in the same way. direct assistance [11].
There is also a qualitative or psychological aspgect
3. CHIANG RAI the labour market of the Chiang Rai region, whish i

Chiang Rai province is composed of 16 amphurs wod t similar to that found in most of the rest of Thadaand
semi-amphurs, with a total area of some 11,678,369Other parts of the GMSR. This may be describedhin

square mefres or 7,298,981 Balhe distance from demotic, as the ‘sabai sabai’ culture. This terdidates

. . S a feeling of ease and relaxation which precludes
Bangkok is about 729 kilometres. The region is lomah : : :
by Burma to the west, Laos to the east and Chiaag M preoccupation with stress or concern with the futdihe

. . I extent to which this really exists depends uporcdotal
-PrO-V":Ci];O th_eiil_south. Thle to_;ﬁl population of Gf'éﬁ% 559evidence as much as anything else but it is widely
se(J)l;)SIe in4 CT]Iia:(r)IS EZ?poer' 61;;%5“;:'2”1;“ ’623'354believed to be a widespread phenomenon, especially
female. The labour force in Chiang Rai is about,0%4 away from the urban areas and it appears to bevali

. . more particularly by overseas investors and exeesti
pgople and 225435 workers. are in the private 8ecto rp,q Chiang Rai area combines a number of traditiona
W'th only 43,723 Worker§ reg|ste.r(.ed for social sdyy businesses based on low labour costs and witke littl
since the economy of thang Rai is based on agureul value-added (e.g. tea plantations) together wittveme
and is largely informal in hature. _Casual Iaboult_epas business opportunities based on development of the
extend throughout the province with average dasdyges

. infrastructure in the region following the signing a
of between 80-120 _baht. Barter and labour e_xchamgg Free Trade Agreement with China and the openirthef
also common. A principal source of labour is th# hi

. o L Asian Highway, which links the Chinese mainland via
tribes people who mostly live in mountain villages

! . ' Kunming, capital of Yunnan Province, with Singapore
togektherr\]/wth Tha| vi[/o(;kelrs a%ed 0;"” 40|; MOSt YN 4he south, This highway passes through parts ofmBur
w?:r ersl ave m|gira € tese.w ere .O; v_vortr; Chi R LMyanmar] and Laos, as well as Thailand. Upgradifg

ew large scale enterprises exist in the lang Rah,1t and customs facilities at Chiang Saen alsoptes
region, espeual_ly n the private sector. Young eo riverine trade along the Mekong. Various Chinese
with ‘good qugllﬁcauons, especially at undergra@ua dialects are used in the Chiang Rai region, incigdi
level, custpmanly have to move away from the ragio Yunnanese and hilltribe dialects for people who had
order to find employment opportunities commensurate

: . _ X ; migrated from China, perhaps via Burma. It is intpot
W'th their abilities and EXperiences. This resiritsn not to note that the various groups of Chinese in thrthnof
just the lack of opportunities in the local market also

Thailand are not always on good terms with eacleroth
or with their neighbours across the border in nzaidl
China. The Kuomintang factions, for example, hage n
2 Figures are provided by the Statistical Officetted Province of wish t9 deal . with representatlve_s of the _F,)e()ple,s
Chiang Rai. Republic of China but will export their goods tdlifical
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allies in Taiwan. Indeed, it is ethnic Chinese frtis
region who are brought to Bangkok and tourist regjitm
be guides for Taiwanese tourists visiting the Kimgd
[12]. In short, this is an area of numerous mixéthie
groups dealing with a variety of environmental fastof
greater or lesser hostility to them.

4. CHANGING COMPARATIVE AND
COMPETITIVE ADVANTAGE IN THE GMSR

The concept of comparative advantage derives fitwen t
work of the economist David Ricardo, who pointed ou
that different countries had different distributsorof
economically exploitable resources as a result of
geographic, climatic and other factors. Thailandr f
example, has comparative advantage in growingamck
tropical fruits over China, for example, owing thet
plentiful water and weather conditions. The disttibn

of comparative advantages can change over time a
conditions change and as certain resources becar® m
valued or scarce than they previously had beersohae
extent, governments can change the nature andteften
comparative advantages in their states by such snesin
improving infrastructure, preparing a better trairend
skilled workforce and so forth. While comparative
advantage is available to all organisations abl¢ate
advantage of it, competitive advantage residesimvigh
specific organisation (whether in the public or phivate
sector) and, in order to be sustainable, should baot
easily replicable by competitors. It is generallyrm
efficient for governments to promote comparativihea
than competitive advantages because that leads to
greater efficiency in the distribution of resourcasd
because it is very difficult to distinguish between
nationally-owned and internationally-owned
organisations in this respect. With respect to canave
and competitive advantages at the provincial letred,
research indicated changes in the Chiang Rai rebiain
have been summarized in four separate areas. Hnese
infrastructure, institutional change, governmentigyo
and macroeconomic and macrosocial change. These a
detailed individually below.

Infrastructure

The principal improvements to the infrastructurevéha
taken place in transportation. The River Mekong has
been improved for trade on the Chinese side of th
border (although there are various environmental
concerns associated with this), while port and arast
facilities have been built at Chiang Saen and Ghian
Khong. Industrial estates are being created at tooths.
Three existing border checkpoints (Mae Sai withCFa
Lek (Burma), Chiang San with Ton Purk (Laos) and
Chiang Kong with Huay Sai (Laos)) are being
supplemented by the North-South Corridor, whichl wil
link Kunming with Bangkok. This includes the alrgad
built R3W, which passes through Burma and is often
closed for political reasons and the yet to be deted
R3E, which will pass through Laos and will requae
bridge across the Mekong. It was scheduled for
completion in 2011 but this may be postponed bexafis
the 2006 coup. Research indicates that, while
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infrastructure as a whole is associated in Eash Asth
higher levels of economic growth, the provision of
transportation, specifically roads, is more proldém
[9], [10]. Research found that riverine transpadotatis
hampered by lack of skilled personnel to operate th
customs procedures and this caused a bottlenedk suc
that traders switched their cargoes to R3E where
possible. The National Electronics and Computer
Technology Centre (NECTEC) and National Science and
Technology Development Agency (NSTDA) are
planning to open an ‘IT Valley’ to help train workefor
relevant industries, in partnership with the prévaector
[2]. This will take some time to complete and fieth
years before graduates are available for the liadedur
market. It is not clear whether supply and demauatofs

in the employment market have been included in
planning.

snstitutional Change

The Asian Development Bank (ADB) has been leading
the way in fostering regional cooperation and eaaico
integration in the GMSR. It observes: “The regional
cooperation strategy and program (RCSP) for the@re
Mekong Subregion (GMS)1 aims to help achieve the
GMS vision of an integrated, harmonious, and
prosperous subregion. It has four strategic pill&is
strengthening connectivity and facilitating crossder
movement and tourism; (ii) integrating national keds

to promote economic efficiency and private sector
development; (iii) addressing health and other apci
economic, and capacity-building issues associatitd w
gubregional links; and (iv) managing the environtmen
and shared natural resources to help ensure saiskain
development and conservation of natural resourfHs”
The ADB has worked with the Association of Soutteas
Asian Nations (ASEAN) and individual country
governments to push through various agreementsdaime
at furthering the vision outlined above. Additidgal
multilateral and bilateral Free Trade AgreemenfBA$)
have changed the relations of production. In paldic
e China-Thailand FTA, together with completiortiud
North-South Corridor, has enabled a large amount of
Chinese agricultural produce to be retailed throthgh
multiple retail chains that are now a significaspect of
Thai consumer society. This has had the effectaling
much of agricultural cash crop production in Chid®eay
uncompetitive and increasing rural unemployment.

Government Policy

As described previously, government policy from @0
and 2007-8 has featured redistribution of resoutzéle
provinces to an unprecedented extent. While théshzal
some benefits, they take time to accrue and talente
young people are still drawn away from the region
because of lack of opportunities for qualified widuals.
More attention is required to eliminate replicatioh
duties and jurisdiction between government agerameis

in matching supply and demand in the employment
market. The education system requires a major eutrh
and the enormous and entrenched bureaucracy of the
relevant ministry has defeated government reforBj.[1
A further negative constraint in  enhancing
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competitiveness is the limit to the enforcementttod

rule of law. Numerous groups of migrant workers,

unofficial border crossings and informal employmatht

future and it will be from China that any such pj
will emerge. The many Chinese labourers activehin t
region, building the R3E in Laos and the many

conspire to lower wages (often to below the legalinfrastructure projects in Burma, for example, asem

minimum) and inhibit value-adding activities and

interested in settling in the region and estahtightheir

upgrading of human resources and of other businesswn businesses. It may be possible to attract soime

resources. Greater enforcement of existing legisiat
would improve the situation, although it would ocaus
some dislocation to patterns of existing competitiv
advantage as businesses currently active would teed
reconfigure themselves.

Macroeconomic and Macrosocial Change

The increasing importance of both China and Vietaam
production centres, together with increases in [@hdis
overall economic development, has led to changéisen

these people to Chiang Rai or, at least, to establi
network relationships with them.

The level of public and political discourse in the
region remains low, as judged by its ability tolimte
rather than exclude people. Most people in cerirahs
of each state are able to ignore peripheral areds a
routinely to consider neighbours as irrelevant or
perfidious. Those outlying people whose lives ataep
different reality in which cross-border transacti@f all
sorts are an ever present and largely positivecasgfe

expectations and experiences of Thai people at manyjife are mostly ignored by those central polities.

levels of society. The society itself is ageinghaligh
the effects of this are not yet severe. Since 286%kver-
increasing number of people have become involvedemo

Improving this state of affairs requires enhancthg
ability of all involved to understand the conditiom
which they live and recognizing their legitimatewss,

extensively in consumer society by leveraging their such as it is expressed by the law of each coufitnis

assets to purchase items through credit usage. Hess
been controversial as a resurgent religious
influential in the media has criticized credit asess and
morally incorrect. Political divisions dogged Tlzaitl
throughout 2006-8 and seriously hampered

government’s ability to produce and implement pelc

will be a lengthy undertaking requiring the coopiera

rightof many elements in society.

Chiang Rai province is a largely forested and
mountainous province and this has considerable épa

theon both the types of economic activity that takecpl

there and the ways in which integrative functioms c

Lack of investor confidence has meant that manyoccur. Its tourism industry is developing, along times
investment decisions have been postponed and &r oth of multiple-goal tourism: that is, it includes asfse of

cases the decision has been taken to move thetimees
elsewhere. Continued macroeconomic
particularly with respect to high oil and commodity
prices and the crisis in the international banksggtem

eco-tourism, ethnic minority tourism, cultural andan

turbulence tourism. Each of these requires specific improvemen

infrastructure, education and business and orgtoizd
environment. Greater technical capacity at local

have also acted to destabilize the economy actmss t government offices is also required, while the é&ase in

whole country.

5. IMPLICATIONS

the number of university and vocational school seést
making a contribution in these areas.

6. CONCLUSION

Border regions such as Chiang Rai may become ¢entra™

actors when cross-border integration takes pladetfaay

Balancing power between the centre (or centres) and

may also become bridges or conduits through whichperipheral regions remains perhaps the most pigssin
people and goods pass without leaving much or anyissue in Thai politics and its has a significanpaot on

benefit behind. The construction of the transpantat
network passing through the province might increhse
likelihood that it will become a conduit rather tha
destination and this is, perhaps, one of the reasdry
increasing the stock of infrastructural goods (e&pky
with respect to roads) does not always lead totigesi
growth results. Indeed, it may be that it is in o@ing
bottlenecks and constraints to growth that infredtire

the social and economic development of regions temo
from the capital Bangkok. It is at the heart of rent
controversies in the Kingdom, in which various grsu
aim to bring down a democratically-elected governine
with a stated policy and proven commitment to
redistributing resources away from Bangkok andhi t
remaining provinces. Numerous elite groups congjgire
prevent this from happening and, through variouamsge

works and, consequently, such develop may result inhave had important successes in their efforts. The
negative results for the area concerned. The Thasktruggle for justice and equality continues.

government has sought to counter this possibiliyy b

developing local institutions that add value to -pre the form of transportation changes,
workforces and increasing institutional closenassirey
from Free Trade Agreements on a bilateral

and agricultural multilateral basis. Development of riverine tradeng
the Mekong, in particular, has changed the geograph

existing local economic activities and look to puod
higher quality resources in the future. The prarisof
space for industrial development
processing, as has occurred in the Special Bordae Z

In Chiang Rai province, regional integration hdseta
merging of

and

of Chiang Saen and Chiang Khong may facilitate £ros the province, stimulating the growth of local inttisd
border investment which will increase this tendency parks and the port facilities themselves. This had

However, it is not likely that there will be mucligh-
value investment from Laos or Burma in the forebéea

mixed impacts on the labour force, since there nesna
an imbalance between the skills and competencies
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required for new positions and those availableoical
people. Temporary labour migration, both internad a
external in nature, has if anything increased assalt.
More attention is required from relevant government
agencies to deal with this situation.

As ever, more research is required to understandd an
identify emergent opportunities in industries which
might become competitive in the Chiang Rai of the
future, as well as in identifying the resources,
particularly in terms of human resources, whichstho
industries may require. This research is proceeding
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