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Abstract— The objective of this research was to study the competitive competency and strategies of Thai border trade
businesses along the East-West Economic Corridor, the border trade between Thailand and Lao PDR on the border of
Mukdahan Province. The research methods comprised of both qualitative and quantitative research. It was started with
compiling qualitative data from various sources and activities prior to operationalizing the qualitative findings. Its
qualitative endeavours included archival data investigation, in-depth interview with practically experts of the field,
successful border traders, and government officers in charge of border trading activities, and focus group discussion
with active border traders from various trading sectors. Then, quantitative research, the field survey method, was
conducted by using questionnaire as a tool for collecting data from 37 Thai border traders. Descriptive statistical
analysis method was employed for analyzing the surveyed data to validate and confirm its qualitative results. It was
found that Thai border trade businesses have developed competitive competencies which then turned into competitive
advantages, comprised of five major advantages which are local advantage, marketing management advantage,
financial management advantage, strategic management advantage, and personnel management advantage. It can be
concluded that there are five important strategies which are product strategy, customer relationship management
strategy, service & product quality differentiation, pricing strategy, and cost leadership strategy. Suggestions are thus
proposed to improve border trading strategies of Thai border trade businesses.

Keywords— Border trade, East-West economic corridor (EWEC), ompetitive competency, strategies.

system and operations in the futur&ast-West
1. INTRODUCTION Economic is an economic development program

: . initiated in 1998 by the Ministerial Conference of
As a result of the increasing tendency towardsoabdl  Greater Mekong Sub-region organized in Manila, the

economy and the severity of many countries’ tradePhiIippines in order to promote development and

deficit pressures, by many countries specifically jyteqration of four countries, namely: Laos, Burma,
developing  countries, exporting ~has  received rijang and VietnamThis corridor became operational
considerable attention over the past decades. rBX90 i, pecember 12, 2006. The economic corridor isteda

is extremely attractive in the point of view of MOS yaseq on a road of 1,450 kilometres with the weeta

national _governments, because it allows the city of Mawlamyine (Myanmar), crossing Kayin
accumulation of foreign exchange reserves, enhance ivision, Thai provinces of Tak, Sukhothai, Phitstk,

societal prosperity, and helps national industdesgelop Phetchabun, Khon Kaen, Kalasin and Mukdahan and

and improve productivity [1]. Border trading iseonf Laotian provinces of Savannakhet, Viethamese poagn
an exporting form, it is buying and selling thappans Quang Tri, Thua Thien-Hue Province and Da Nang
across international borders. Though literatureviolies city as the east end [2].

substantial ~ contribution to —our understanding of =~ The East-west Economic Corridor is both a transport
exporting and border trading impediments, reviesuls o 1o and a framework for cooperation which cotmec
show that literature  has consistently ignored g5, countries in the GMS. The main objectives ué t
investigating border trading activities iBouth East EWEC are: to further strengthen economic cooperatio
Asian economies, specifically Greater Mekong Sub-peyeen and among the four countries; reduce teansp
region (GMS), a region where border trade hascosts in the corridor and make the movement of good

flourished and continued at least for_ a few cesturi g people more efficient; and reduce poverty i@ th
based on written record. This paper aims to explbee  ,jqor by supporting the development of rural and

competitive competency and _strategies of Thai tde border areas, increasing earnings of low-incomeigsp
the border trade between Thailand and Lao PDR en th roviding employment opportunities, and promoting

border of Mukdahan Province, and the recommendatiorfourism [3].

for traders and authorities to improve Thai trading The EWEC is the first transportation corridor rurgi
the entire width of mainland Southeast Asian. Major
components of the East-West Economic Corridor have
Pensri Jaroenwanit graduated Ph.D. in Marke{ifigammasat be.en cor_nplete_d by 2007 InCIUdmg the second Thal_.La
University, Bangkok, Thailand) and is an Associ@efessor of ~ Friendship Bridge at Mukdahan border checkpoint.
Marketing at the Faculty of Management SciencesprKtKaen Mukdahan is located on the bank of the Mekong River
University, Khon Kaen, Thailand. 123 Mitrapharpa@oMuang, Khon  and is a crucial part of the East-West Economiai@or.
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penjar@kku.ac.
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traffic in January 2007. It links Mukdahan with each country to which a firm’s product was soldlké&y
Savannakhet province in Laos and serves as pdheof (1987) identified the determinants of a successkplort
road network linking four countries in accordancghw marketing mix strategy and found that firms that
the EWEC development initiative. It will also foste exercised the best marketing practices experienced
economic development, trade, and investment in theroughly 20 percent higher profit than firms thadl diot
region [4]. In 2007, following the opening of the Second [10]. Bilkey (1987) developed his theoretical mbodg
Friendship Bridge to traffic, cross border tradéwsen modifying Cateora’s (1983) to include organizationa
Mukdahan and Savannakhet rose by 100 percent oveshort-run uncontrollable factors and controllabipat

that of the previous year, and in August 2008 trademarketing mix strategy and came up with the export
amounted rose to 2.26 billion baht, an increasdd®f marketing mix strategy model.

percent over that of the same period in 2007. @titie Bilkey (1987) indicated that a successful export
amount, 860 million baht involved Thai exports taols, marketing mix was contingent upon contextual faciar
while 1.4 billion baht involved imports from Laos. such a way that, in order to be successful in akgpr

The growth rate is likely to continue to increasghw  firms had to adjust their export marketing mix itottieir
more foreign investment, some possible barriersewer environmental and organizational factors, and thate
expected to be fountbecause of an inconsistency of were not any export marketing strategies that
governmental policy of both countries and there areweresuccessful in every context. The legitimacythef
many types of border trading in this subregion,, i.e theoretical paradigm underpinning Bilkey's (1987)
formal trade, informal trade, transit trade anddratrade = model is provided by Cavusgil and Zou (1994). They
[5]. Thus, border traders have had to seek for@pyate argued that exporting can be conceptualized as a
strategies as well as competitive competenciesmanagement strategic response to the interplay of
themselves to overcome those barriers. internal and external forces [11].

This research has been conducted under the attéonpts
find out competitive advantages or competencies an
strategies of Thai-Laos border traders. It is fedusn  Export strategy is comprised market selection, pebd
the impediments pertaining to the border tradeviiiets and product line, pricing, distribution, and proioat
of trading firms. The findings are presented arstass [12]. Zou and Stan (1998) revealed that export
in the context of the international marketing kteere. marketing strategy involves strategic factors sashl)
The implications are drawn for government, autihesit general export strategy 2) marketing researcteatitn,
to improve border trading system and procedures and) export planning, 4) export organization, 5) preid

C?.Z Components of Export Strategy

also for traders to improve their trading strategy. adaptation, 6) product strengths, 7) price adaptat8)
price competencies, 9) price determination, 10)
2. LITERATURE REVIEW promotion adaptation, 11) promotion intensity, 12)

channel adaptation, 13) channel relationships, b
channel types [13]. All variables of border trading
strategy of this research were developed by comgini
grounded knowledge of export strategy and all
information from the results emerged from condugtin
2.1 The Concept of Strategy the qualitative research.

International trading competency and strategy heenb
of considerable interest for the past decade. stitategy
literature provides a theoretical foundation focliding
strategy as a determinant of firms’ trading perfance.

Strategy refers to a plan of action designed tdexeha 2.3 The Concept of Competitive Competency
particular goal. The strategy should reflect then®
environment and the resource allocation shouldecefl
the strategy [6]. Strategy at a corporate levetasgnts
the cumulative direction of the organization givéme
nature of the industry, the competitive environmand
internal factors related to production, financerkating
and personnel [7]. The determinants of firms’ tradi
performance can be classified into two main groups
internal and external determinants, and strategnésof
the internal determinants. It is comprised of gahe
strategy, product quality, product line, product
adaptation, price adaptation, dealer support and;
promotion adaptation [8].

Competency is a condition of being sufficiently bified

to perform a particular action. To achieve thisditian,
one must possess the proper knowledge, skills)itigi
and professionalism. Competencies are those cé#jbil
that are critical to a business achieving competiti
advantage. The starting point for analysing conmmiés

is recognising that competition between businessas
'much a race for competence mastery as it is foketar
position and market power. Management cannot foous
all activities of a business and the competenagsired

o undertake them. So the goal is for management to
ocus attention on competencies that really affect

The researcher who proposed the first model of gxpo competitive advantage [14]

marketing was Cateora. who developed a model of Core competencies are the most significant value
. ng . P creating skills within corporation and key areas of
international marketing and proposed that an

; . : expertise which are distinctive to firm and critita the
uncontrollable international market environment

influenced firms’ controllable international mariet firm’s long term growth.

: , ol A competence which is central to business's opeTati
strategies [9]. Cate(_)ras_ (1983) mode_l postula t but WhiCE is not exceptional in some way should bt
international marketing involved creating a manhkgti

mix, which was optimal to the business environment C(_)n5|der_ed as a core competence, as it will noérgee a
differentiated advantage over rival businessefllbws

218



P. Jaroenwanit / GMSARN International Journal 5 (2011) 217 - 224

from the concept of core competencies that ressurcedocumented as procedures and thus are difficult for
that are standardized or easily available will @ildble a  competitors to replicate.

business to achieve a competitive advantage ovalsri The firm's resources and capabilities together fiism
distinctive competencies. These competencies enable
innovation, efficiency, quality, and customer
When a firm sustains profits that exceed the awefag responsiveness, all of which can be leverageddatera

its industry, the firm is said to possess a cortipeti  cost advantage or a differentiation advantage.

advantage or competitive competency over its nv‘Eﬂm 2) Cost Advantage and Differentiation Advantage

goal of much of business strategy is to achieve a
sustainable competitive advantage. Michael E, dPort Competitive advantage is created by using resowands
identified two basic types of competitive advantagyest capabilities to achieve either a lower cost stmgctor a
and differentiation advantage [15]. The detailsthudse differentiated product. A firm positions itself iits
competitive advantage are as follows: industry through its choice of low cost or diffetiation.
This decision is a central component of the firm's
competitive strategy [17].

» Differentiation advantage Another important decision is how broad or narrow a
market segment to target. Porter formed a matrirgus
cost advantage, differentiation advantage, ancacdor
narrow focus to identify a set of generic stratedieat
the firm can pursue to create and sustain a cotiyeeti
advantage.

2.4 How to Created Competitive Advantages

« Cost advantage

A competitive advantage exists when the firm iseabl
to deliver the same benefits as competitors batlawer
cost (cost advantage), or deliver benefits thateedc
those of competing products (differentiation adagey).
Thus, a competitive advantage enables the firnr¢ate
superior value for its customers and superior dbr 3) Value Creation
itself. , . .

Cost and differentiation advantages are known as' € firm creates value by performing a series of

positional advantages since they describe the firm's activities that Porter identified as the value ahdin
position in the industry as a leader in either cost addition to the firm's own value-creating actigtigehe

differentiation. flrm operates in avalue system of _vertlcal activities
including those of upstream suppliers and downstrea
2.5 The component of competitive advantage channel members.

The component of competitive advantage comprises To achieve a competitive advgntage,. t.he f!rm must
resources and capabilities, cost and differentiatio perform one or more value creating activities IwWay
advantage, and value cre;ation [16]. Details of all that creates more overall value than do competitors

components are as follows: Super_lor value is created th_rough _onver costs pesar
benefits to the consumer (differentiation).
1) Resources and Capabilities

A resource-based view emphasizes that a firm aslits 3. METHODOLOGY

resources and capabiliies to create a competitiveThe research methods comprised of both qualitati
advantage that ultimately results in superior valuequantitative research. It was started with comgilin
creation. According to the resource-based viewgrifer  qualitative data from various sources and actisipeior

to develop a competitive advantage the firm musha to operationalizing the qualitative findings. Its
resources and capabilities that are superior teetlod its  qualitative  endeavours included archival data
competitors. Without this superiority, the compmtt investigation, in-depth interview with 20 scholadyd
simply could replicate what the firm was doing @y  practically experts of the field, i.e. academicsearching
advantage quickly would disappear [17]. border trade, experienced or successful borderetsad
and government officers in charge of border trading
activities, and focus group discussion with 11 \acti
border traders from various trading sectors.

Then, quantitative research, the field survey matho
was conducted by using questionnaire as a data
* Patents and trademarks collection tool. The sampling frame for this study
» Proprietary know-how consists of representatives from Thai firms who are
owner or decision-makers in managerial position and
i ] directly involved in their company’s Thai-Laos berd
* Reputation of the firm trading at Mukdahan check point. The sampling frasne
* Brand equity based on the traders’ database provided by Mukdahan
custom office. There were 105 border trading firims
resources effectively. An example of a capabilitythe tmhst::éat\);\;e ' uBszzedbgn ;Blescri}?crgﬁ); r,fgg;g&s&v%lﬁajgmy

ability to bring a prodq(-:t. to market faster _than regular trading firms. Owing to the relatively sinsize
competitors. Such capa_b|llt_|es are embedded in Fheof the sampling frame, data were collected by peko
routines of the organization and are not easily i

interviews in an attempt to enhance the rate of

Resources are the firm-specific assets useful for
creating a cost or differentiation advantage arad faw
competitors can acquire easily. The following avens
examples of such resources:

* |nstalled customer base

Capabilities refer to the firm's ability to utilize its
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respondent participation. Sixty firms within thergding calculating Cronbach’s alpha for each factor. Resu
frame were approached and attempts made to solicishow that Cronbach’s alpha meets the requirement of
responses from each of them. A total of 37 firms higher than 0.7. The details of each advantagstaren
consented to supply the necessary information.as follows:
Descriptive statistical analysis method was emplofpe
analyzing the surveyed data to validate and conftem
qualitative results. The competitive competency of being local comprise
Factor analysis was used to identify the minimal the ability to understand Laos trading practiced mmg
number of dimensions that underlie the observedexperience in border trade business. Additionatipst
variables. Results of factor analysis can be ptesen of traders live in Mukdahan area, being accustomoed
including factor loadings of items or correlationith the border trade for many years and understandauig t
the original variables and percentages of variancepractices and behavior of Laos traders. Such adgant
accounted for by individual factors. In this study, generates business stability while fluent commuitoa
Principal Component Analysis method was used within Laos and Chinese facilitates successful negotiat
eigenvalues set to unity. Interpretation is faaitl by  and assists in market and clients’ credit hist@search
rotation in which original factors are redefinedings  and follow-up process. The individual data from the
different rotation techniques. Varimax rotation Thai-Laos border trade reveals that 83% of trasense
technigue was used in this study. The goal is ripkfy able to speak and understand Laos language, regpiriti
factors by maximizing the variance of loadings with the understanding of Laos culture, and good rappibint
factors, across variables [18]. Laos, Vietnam and Thai authorities which are thg ke
The criterion for acceptance is based on eigensalue competitive advantages of the border trade.
greater than 1. Based on factor analysis resufis, t
reliability of each factors was assessed using &xon’s
coefficient alpha. Coefficient alpha was requirad The research indicates that Thai-Laos border trade
minimum of 0.70 [19]. businesses were competent in being a middleman and
In regard to validity, convergent validity is indted  implementing marketing strategy as they searched fo
by high correlations with other items measuringshme  market data of trading counterparts and implemented
construct. Discriminant validity is indicated bywer systematic marketing plans.
correlations with items measuring other construets.
this study, loadings of 0.40 or greater were desfor

1) Local Advantage

2) Marketing Management Advantage

3) Financial Management Advantage

the primary factor to which an item belongs. Financial management and accounting has become a
strong advantage. The internal audit process ectie
4. RESULTS while source of fund is sufficient resulting in dé@ess in

The key research results are as follows: trade receivable management.

4.1 Competitive Competency of Thai Border Trade 4) Srategic Management Advartage

Businesses The strategic management competency involves defini
clear border trade policy, defining responsibletyparth
well quality control system and sufficient resowwrdee.
human resourcesquipment and research & development

The research result shows that on a four-year geera
Thailand’s export products to Laos were in the fiop
most important export categories including consumer
goods, fuel, electrical appliances and equipments€SOUrCes.
walking tractors and equipments, and iron and steelsy jyman Resources Advantage
pipes. These products accounted for 60% of averdgke
annual exports. Another potential export productswa The border traders are well-equipped with qualified
tonic beverages and monosodium glutamate. Howevermanpower who are able to manage small number of
the competition has become intense with increasingPurchasing orders with effectiveness and timeliness
number of competitors, resulting in a decline iofjr
The major trade competitors are China, Vietham,
Singapore, Japan, Germany, France, etc.
The competitive competencies of Thai border trade
businesses have developed and implemented, whaech th
turned into their competitive advantages, compriséd
19 general aspects and by using factor analysey th
could be grouped into 5 major advantages; local
advantage, marketing advantage, financial managemen
advantage, strategic management advantage and human
resources management advanté8ee Tablel). From
table 1, most factor loadings show an acceptableevaf
more than 0.40. Most items loaded on one factoneglo
thus providing evidence of convergent and discrantn
validity. Internal consistency was established by

220



P. Jaroenwanit / GMSARN International Journal 5 (2011) 217 - 224

4.2 Thai Border Trade Business’s Strategies

The important strategies which traders have adogited
implemented for the border trading include 13 geher
strategies. By using factor analysis, all 13 sys
could be grouped into 5 business strategies (SkéeTa
2).
acceptable value of more than 0.40. Most itemsddad
on one factor alone,
convergent and discriminant validity. Internal
consistency was established by calculating Croribach
alpha for each factor. Results show that Crontsach’
alpha meets the requirement of higher than 0.7. Th
details of each strategy are shown as follows:

1) Product Strategy is to consistently retain brand
image of the product and service and to focus odyot
quality instead of cutting prices.

2) Relationship Management Strategy with Laos
traders, is to continuously maintain close relatlop
with partners and provide services based on trodt a
loyalty, as payment is occasionally made in cash.

3) Service Quality & Product Differentiation

From table 2, most factor loadings show an

and Vietnam and ability to build loyalty in custoraer
trading partners.

5. DISCUSSION AND RECOMMENDATIONS

The research finding of competitive competencydsyv
interesting in the sense that it shows of currgetrations
of Thai border trade businesses can benefit ashpess
from mega development project like EWEC.

Thai border trade businesses have strong
competitiveness with efficient business functional
advantages especially in marketing and finance el w
as personnel activities together with local advgeta
Regarding to local advantage, the finding showsw k

thus providing evidence of strength in business practice is reliance on paisand

business relationships and networks which it issisiant
with the results found in the past research [20jaiT
border trade businesses are also competent inmipt o

degotiating and dealing with neighboring custombts,

also in managing and understanding neighboring
authorities. Thai border trade businesses havedeato
maintain a very high level of product quality. This
competency is clearly a criteria one in developing
successful marketing advantage that can be diffieted
from other foreign competitors.

However, there are some aspects of competitive
competency have to be improved: be monopolistrsiglle
Laos; has strong units to responsible for all besin
function; and sufficient resources i.e. equipm&&D.
These results imply that Thai border trade buse®sse

Strategy is to respond to customers’ needs in everygoing to gain much more from EWEC if they can

aspect.

4) Pricing Strategy is to allow credit trading with
trusted partners and the adjustment of price tecethe
current competition condition.

5) Cost competitiveness strategypecomes practical

strengthen themselves in all aspects.

With regard to strategies, the findings shinat there
are many strategies involving this border tradeketar
The marketing strategy is very important and reamgiv
much attention from Thai trade businesses to emfupy

successful competition in this border market. A

as most consumers have low income. A number ofsuccessful marketing mix is a way that firms adhsir
competitors are from China and Vietham who competemarketing mix to fit changing environmental and

with cost advantage by offering lower price witimdi

organizational factors [21]. It also integrates keding

quality. Besides, the shipping service is used asactivities by identifying clear customers, markgtin

distribution channel to save time and cost while
inventory management is based on just in time basis
control cost effectively.

All five-group strategies resulted in successfutden
trade business which is well-equipped with ability
create satisfaction to clients or trading partnabdljty to
build relationship and develop trading network iaok

research utilization, marketing planning, marketing
organization, product, price, promotion, and digttion
which are consistent with the results found in paest
research [22].

Moreover the findings show that maintaining good
relationship, honesty and trust with trading panare
the most important strategies for  business
implementation which are consistent with the result
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found in the past research [23]. Thus, it can ssigtiet
establishing a strategic business unit to resptndadr
monitoring and managing relationship with trading
partners might appropriate for business sustaiitabil
This special’s strategic business unit's task wdler
knowledge creation, and dissemination, and devedopm
of border trading relationship marketing concerns.
Responds to clients need in every aspect is atsonthst
important strategies of Thai border trade busiresse
which is the key attribute called adaptiveness of
particular importance global strategy [24]. Howevat
usable strategies are needed to improve and ajpaiexbr
trading activities should be provided for business
sustainability. Furthermore, for firm wishing torelttly
compete for market share in border trade marketgalo
EWEC, the development of respectable
strategy is potentially the most critical challendbe
heterogeneous of market demands

understand Lao PDR traditional trade system as asll
Lao traders’ behavior very well. Moreover ability i
communication by using Lao language and Chinese in
business negotiation and seeking market informat@n
Marketing management advantage, found that Thai
border trade businesses on Thai-Lao PDR border of
Mukdahan Province have capability in finding maikgt
information from neighbor countries as well as
systematic planning on trading; 3) Financial
management advantage, found that Thai border trade
businesses have a good monitoring and internakralont
system as well as sufficient financial sources rafdit
management; 4) Strategic management advantage,
consist of clear specifying business policy, having
strategic business units which cover all tradingcfions,

integratedand excellent quality control system; and 5) Peansbn

management advantage, found that Thai border trade

leading to thébusinesses have a good quality of human resources.

conclusion that Thai-Laos border trade cannot be Regarding to the business strategies of Thai tsader

cultivated with a single strategy.

the results show that there are five importanttegias:

The border trade strategy leading to sustainablel) Product strategy, by continuously keeping goodge

development of trade and
between countries in the Mekong Sub Region shoeld b
under the philosophy of free trade and fair trade
framework. The lack of one will cease a succedsaite,
since free trade is the condition of the removatrafle
obstacles, resulting in sustainable trade (Necgdsar
insufficient condition for trade). In addition, the
condition of fair trade, which is a condition ofeth
allocation of commercial benefits that are mutually
beneficial for partners, has originated to prevent
exploitation of benefit for one’s own interest. $ltian be
enhanced through the adjustment in attitudes o$etho
involved with trade and seeking for factors or tagise

of inequity in the trade among partners. There khbae
studies to determine the types of products in otder
increase imports to reduce the trading gap. Thezefo
strategic adjustment of local administration togetiith
international
potential economic activities as agriculture, tragliand
tourism, if Thai and Laos were to benefit from EWEC
[25].

In order to eliminate obstacles and develop theldor
trade system, government, customs, Ministry of igore
Affairs and the Provincial Government should behhjg
involved in maintaining the continuity of the paglico
support the border trade which should become @meiti
agenda. Moreover, the structural
different sectors such as a development of labat an
business productivity should be solved. Additiopall
Ministry of Foreign Affairs plays an important rofet
only in maintaining good relations between coustrie
but also in border commercial. Meanwhile, customd a
Provincial
infrastructure, and trade regulations.

6. CONCLUSION
This paper finds that there are 5 groups of cortipeti

competency of Thai border trade businesses trade at

Border of Mukdahan province: 1) Local advantageés
strongest competitive competency since they could
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problems among

agency should support necessary trade

investment cooperationand quality of products and services; 2) Customer

relationship management strategy, by creating close
relationship with Laotian entrepreneurs and doing
business with sincere and trust; 3) Focusing ovicek
product quality differentiation by attempting totisty
customers’ needs in all areas; 4) Pricing stratdxyy
giving credits to reliable trading partners, andcer
adjustment to competitive situation; and 5) Cost
leadership strategy, to gain a competitive advanfegm
China and Vietnam for consumer products which dffer
low income and brand disloyalty segment, by offgrin
low price with good quality.

Considering border trading competitive competencies
and strategies collectively, some interesting issare
emerged. It might be able to say that Thai bordmsiet
businesses are not absolutely successful in peirigrm
their operations since they are lack of efficiamategies

cooperation are needed, especially inin supporting their trade, they do not operate westid

they do not reshuffle all business relates in time.
Business sectors of the two trading countries are n
quite good in term of their way of running bordexding
activities. Active national and local administratio
improvement of their roles and professional manmdrs
Thai border traders are going to prosper sustamnabla
part of trading along EWEC.
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