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4. Policy implications 
 
 A number of key findings were derived from the analyses as described in the 
previous sections. The automotive industry has increasingly moved to adopt a 
subregional production sharing strategy, that is, “the break-up of a production process 
into vertically separated stages carried out in two or more countries” (Athukorala and 
Menon, 2010). This strategy is to manufacture complex components and sub-assemblies 
in a central location (such as Thailand and Viet Nam); use lower tier parts suppliers from 
low cost countries in the subregion (e.g. Cambodia, Lao People’s Democratic Republic 
and Myanmar); then distribute these components and sub-assemblies to the central 
location for integration; and ship those intermediate products to final assembly plants.  
 
 In this, the Mekong countries can enhance their cost-competitive position, while 
growing their domestic markets and increasing subregional linkages under the ongoing 
trade and investment liberalization in South-East Asia (i.e. ASEAN Economic 
Community and ASEAN+6). Strengthening cross-border automotive value chain linkages 
can enhance the participation of the Mekong subregion in this important industry and 
facilitate upgrading related to technology and skills. This, in turn, can strengthen the role 
of the subregion as a production base within an increasingly integrated regional economy. 
To apply this concept to the Mekong subregion, there are many opportunities to relocate 
the production of some parts and components — most likely labour intensive process — 
to the countries within the same geographical areas with the purpose of reducing costs as 
production of automobiles relies on many different activities.  
 
 In this context, a subregionally coordinated strategy of production relocation and 
integration could provide opportunities for neighbouring lower-cost countries such as 
Cambodia, Lao People’s Democratic Republic and Myanmar to become lower-tier 
suppliers of selected labour-intensive components for the Thai automotive parts sector 
(and Vietnamese automotive parts sector to a lesser extent). Such cross-border production 
linkages could provide an entry point for such a country to the global automotive value 
chains, with significant developmental benefits.  
 
 In order to achieve the development potential derived from the global automotive 
value chains, collective actions may be seriously considered among key stakeholders, 
particularly in the areas of constraint summarized in the previous section: trade 
liberalization; trade facilitation and logistics; infrastructure; policy and regulatory 
framework; labour market; and business strategies. Table 5 combines specific policy 
suggestions for enhanced cross-border automotive value chains via strengthened sharing 
responsibility among governments, business and public-private partnership (PPP) and 
international organizations.  
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Table 5: Sharing responsibility to strengthen automotive value chains in the 
Mekong subregion 
 
 
 
 Governments Firms Public-private 

partnership 
(PPP) 

International 
cooperation 

Trade 
liberalization 

• Harmonization of 
various 
components of 
FTAs (preferential 
rules of origin, 
documentation 
and cost-analysis 
method)  

• Merging of 
existing FTAs 

• Further tariff 
reduction through 
multilateral and 
regional FTAs  

• Development of  
corporate 
strategies based on 
FTAs 

• More use of FTAs 
• Best production 

locations and 
value chain 
development 
based on FTAs 

• Collection and 
evaluation of FTA 
information 

• Communication 
with the public 
sector 

• Development 
of 
consultation 
process  

• Joint training 
and awareness 
building 
campaigns  

• Further trade 
liberalization 

• Harmonization 
of various 
bilateral and 
regional FTAs 

• Promotion of 
multilateral 
FTA (i.e. 
WTO 
framework) 

Trade 
facilitation and 
logistics 

• Improvement in 
logistic and 
customs systems 

• Full 
implementation of 
CBTA  

• Communication 
of business needs 
to the public 
sector 

• Joint 
development 
of third party 
transport 
insurance 
scheme  

• Joint task 
forces 

• Region wide 
assessment 
• Facilitation of 
subregional 
negotiation 
• Regional forums 
• Information 
sharing 

Infrastructure • Development of 
the master plan 

• Improvement of 
road connection 
and condition  

• Development of 
border industrial 
estates including 
special economic 
zones (SEZs) 

• Development of 
seaports and 
airports 

• Enhanced power 
and utility supply  

• Improvement of 
ICT facilities 
(high-speed 
internet access) 

• Communication of 
business needs to 
the public sector 

• Investment in 
infrastructure 
development  

• Appropriate 
“shared 
responsibility”  

• GVC led 
infrastructure 
planning 

• Infrastructure 
development 
and associated 
investment 

• Risk 
information 
sharing 

• Regional forums 
• Forum for 
transparent 
infrastructure 
development  
• Regional plan 
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Policy and 
regulatory 
framework 

• Improvement of 
investment law 
and land act 

• Support and 
incentives to 
facilitate 
investment to 
neighbouring 
countries 

• Enhanced banks’ 
role in the 
facilitation of 
investment 

• Harmonization of 
policies as well as 
rules and 
regulations among 
governmental 
agencies 

• Proper foreign 
exchange system 
and bilateral tax 
treaties 

• Anti-corruption  
• Material and 

supporting 
industries 
development 

• Communication of 
business needs to 
the public sector 

• Collective action 
among business 
associations 

• Adherence to 
legislation  

• Formal 
consultation 
process 

• Joint 
assessment 

• Joint task 
forces 

• Information 
sharing and 
distribution 

• Introduce PPP 
regulatory 
schemes on 
infrastructure 
development 

• Joint 
institutional 
and capacity 
building for 
industrial 
development 

 

• Region-wide 
information 
sharing 

• Assessment 
and evaluation 

• Harmonization 
of policy and 
regulatory 
framework  

• Forum on 
cross-border 
division of 
labour 

Labour markets • Reform in national 
education system  

• Vocational 
/engineering 
training 

• Initiates to 
improve labour 
productivity  

• Production in the 
low-labour-cost 
neighbouring 
countries 

• On-the-job 
training 

• Internship 
• Collaboration with 

public training 
institutes 

• Joint training 
schemes  

• Joint internship 
schemes 

• Joint institutes 
to provide skill 
development 
training 

• Joint funds and 
resource pools 
for human 
resource 
development 

• Regional 
forums 

• Region-wide 
information 
sharing 

Business 
strategies 

• Sharing and 
consulting 
development plan 

• Provision of 
market 
information 

• Careful supply 
network planning  

• Relocation of 
labour intensive 
production to low-
cost neighbouring 
countries 

• Strengthened 
R&D functions 

• Diversification of 
risks  

• Joint task 
forces 

• Information 
sharing  

• National 
forums 

• Targeted 
development 
aid 

• Regional task 
forces 

• Regional 
forums 

Source: The author’s compliance. 
 




