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The main objectives of this research were to explore, cross-border trade and transit
trade activities in- Savannakhet province of The People’'s Democratic Republic of Lao. (Lao
PDR) However, the study also expands into the following areas which are :
"~ . The socio-economic infrastructure of Lao PDR.

- The current economic condition of Lao PDR.

- The Trade policies of Lao PDR.

- The Overall trade situation between Thailand and Lao PDR.

- The market potential, market opportunity, problem and Obstacle of cross-border

and border trade in Savannakhet province.

- The development direction towards the border and cross border trade and transit

trade of Savannakhet province. |

Secondary data were collected from documents and websites of Thai and
Savannakhet government offices. Primary data were collected from the officers, enterpreneurs
and the people in Savannakhet and Mukdahan province by in-depth interview and focus-group
discussion. The data were analyzed by descriptive statistics, percentage and arithmetic mean,
content analysis and SWOT analysis.

The results from this study revealed that during the year 1997 till 2000, the economic
growth rate of Lao PDR is around 5.7%. And from the year 2000 onwards, Lao PDR economy
had grown continuously. The reasons behind this upward trend of Lao PDR economy were its
economic policy since year 1988 which gear towards government push economic
development, As a result, the development direction of Lao PDR had been quite clear and
consistant. Beside, its policy also concentrated on market-oriented system, during that
particular period, Lao PDR announced devalue kip (Laos currency) several times and faced

- the crisis in Southeast Asia economy which also reduced the value of Kip tremendously and
face 142% inflation rate.

Nevertheless, the policy to open-up its country to the world has increased its domestic
trade growth as well as international trade between Thai and Lao PDR continuously. Laos had
trade deficit with Thailand during the past 10 years; The export goods from Lao PDR to Thai
were textile, wood, wood product and coffee, while the import goods of Laos from Thailand

were consumer goods, capital goods and Textile.
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Trade balance of Savannakhet had always been deficit, but since 2004 it began to be
surplus. The key factor was the gold exporting to Australia. Savannakhet situates between two
countries district, Thailand located at it's West and The Socialist Republic of Vietham is at it's
__east. Both countries are the major trading partner of Savannakhet. Data from the trade
~ province office, 2003-2004, trading value between Savannakhet and Thailand was higher than
“those between Savannakhet and The Socialist Republic of Vietnam (Vietnam). Import value

from Thailand to The Savannakhet was higher than from Vietnam. However, export value from
Savannakhet to Thailand was lower. Most of the consumption goods from Thailand that were
imported to Savannakhet had been re-exported to Vietnam. Not only from the two countries,
Savannakhet also imported goods from the other countries and re-exported those goods to
Thailand and Vietnam. The re-exporting was more important than the transit trade.

Apart from trade with Thailand and Vietnam there were also transit trade to and from
Savannakhet via Thailand or Vietnam. The imported transit trade were from many countries in
Asia especially from Singapore Indonesia India and South Korea and also from a few
countries in Europe. There also were exports transit trade to some countries in Asia and a few
in Europe.

The imported goods were consumption goods ; food, clothing, construction equipment,
vehicle, and also investment goods and raw material.

The cross-border exported goods were woods and wood products, agriculture product
such as crops and animals as well as forest goods.

The transportation route for trade between Savannakhet and Thailand is to cross the
Mekong river by boat or ferry but at the end of this year there will be a choice “the Second
Mekong International bridge”. The major route from Savannakhet to the border of Vietnam is
the number 9 route which is a part of East West Economic Corridor project.

Trading potential of Savannakhet were both cross-border trading re-export and transit
trading. Savannakhet's export potential to Thailand and Vietham were agricultures and agro-
industries product. Savannakhet also has a potential of being a trade and service hub of
Southeast Asia region.

There were several factors which encouraged the trading. First, Savannakhet has
located at the junction of the Northsouth axis and Eastwest axis, direct access to Thailand
through Mekong bridge and shorter time-distance to central Vietnam. Second, the natural
factor endownments were quite suitable for production and trading development especially in
the aspects of rich forestry resources, the abundant land and water resources for agricultures

and agro-processing industries and the gold and copper for mining. Third, there were plenty of
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beautiful local places and uniqued culture conservation which highly attracted to tourist. Forth,
there were the excess supply of labours with low wage in Savannakhet. Fifth, Savannakhet
“demand for consumption-import goods were highly increasing. Sixth, the countries in the
Soﬁtheast Asia region, Thailand ; Vietham and The Republic of China were the large markets
with the high purchasing power. Seventh, there were many relevant intensives policies for
tradings, the tariff and nontariff policy, privileges policy, the Savan-Seno Special Economic
Zone policy, the construction of the o™ international Mekong bridge policy, the other
*infrastructure development policies and the logistic policy.

The serious problems and obstructions for Savannakhet trading development were as
follows. First, there were less education and competency labour, lacking of technical and
vocational school ; skilled labours ; economy and technology expertises. Second, there were
obviously lacking of fund, sources of fund and financial facilities. Third, lacking of best-practiced
organization and management. Forth, facing new discipline and culture for employee working.

For trading development, Savannakhet would concentrated on several factors. First,
manufacturing of export oriented products of natural-based production ; agro-processing industry
with high value added ; labour-intensive production, contract farming and joint-venture production
base with technology transfer and environmental concerning would be seriously concentrated.
Second, market expansion to other regions and other countries in the Southeast Asia region,
especially Thailand ; Vietnam and China would be closely concentrated. Finally, the sustainable-
tourism development, Agri-tourism and Eco-tourism would be also concentrated.

The crucial strategy which will be used to enhance trade capacity in Savannakhet
province are strengthening the original market both boarder trades and transit trades and

identifying a new market via international trade network in terms of transit trade.





