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Myanmar’s Cross-Border
Economic Relations and
Cooperation with the
People’s Republic of China
and Thailand in the Greater
Mekong Subregion
Mya Than

In 1992, the Asian Development Bank initiated an economic cooperation program in

the Greater Mekong Subregion (GMS) among the six riparian countries: Cambodia,

Yunnan Province of the People’s Republic of China, the Lao People’s Democratic

Republic, Myanmar, Thailand, and Viet Nam.  Usually, regional economic cooperation

in Asia focuses on the traditional approach of trade liberalization through reductions in

tariffs.  However, after the end of the Cold War, non-traditional forms emerged that

focus on removing structural impediments to cross-border movements of goods, people,

and services.  This paper evaluates economic cooperation among these three GMS

countries that share land borders in terms of cross-border trade, investment, tourism,

and labor cooperation.  In general, cooperation in trade (formal and informal), labor

cooperation (legal and illegal), and tourism are impressive whereas cross-border

investment is not.  The positive impact of cross-border trade for Myanmar has been a

rise in employment and income and improvements in security, transportation facilities,

and the social sectors in border regions.  On the other hand, political, social, and economic

obstacles to cross-border economic cooperation persist.  Nevertheless, the prospects

for continued cooperation are good as the riparian neighbors have the political will and

as all of them are committed to bilateral, subregional, regional, and international

agreements for economic cooperation.

Mya Than  is currently Visiting Fellow at the Institute of Security and International Studies in Chulalongkorn
University in Thailand and is an Associate Senior Fellow at the Institute of Southeast Asian Studies.
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I. Introduction

The Greater Mekong Subregion (GMS) economic cooperation program was established

in 1992 on the initiative of the Asian Development Bank (ADB).  The group currently

consists of the six countries that the Mekong River has passed through since time

immemorial, i.e., Cambodia, the People’s Republic of China (PRC) (Yunnan Province

and Guangxi Zhuang Autonomous Region), the Lao People’s Democratic Republic (Lao

PDR), Myanmar, Thailand, and Viet Nam. It can be said that the history of the Mekong

region is in fact the history of relationships among these six countries. In times of

peace, the Mekong, like a mountain pass, served as a trade route, though the earliest

recorded history of formal trade dates only to the 19th century and to the first half of

the 20th century.  At that time, treaties between Siam (now Thailand) and the French

colonial government on behalf of its protectorates in Indochina (as Cambodia, Lao

PDR, and Viet Nam were called at the time) regulated the navigational use of the Lower

Mekong. It was also during the colonial period that borderlines were drawn. Prior to that,

“In the days when there were no international frontiers, mountain ranges and rivers served

as boundaries between neighbouring countries, and thus, naturally, the Mekong served

as the boundary line between these riparian states” (Mya Than 1997).

During the colonial period, the Mekong region was divided politically into 4 parts:

French (Cambodia, Lao PDR, and Viet Nam), British (Myanmar); Thailand (never

colonized); and Yunnan (then an independent region).  These divisions made economic

relations difficult though informal cross-border trade did exist.   After World War II, the

Mekong countries were divided into three groups: pro-West (Thailand), pro-Soviet

(Cambodia, PRC, Lao PDR, and Viet Nam), and neutral Myanmar.  During this period,

trade was minimal due to seemingly unending armed conflicts, doctrinaire socialist

ideologies, and an appalling lack of infrastructure.

Since the end of the Cold War, the command/control economies in the region have

gradually transformed into market-oriented systems, and cross-border trade has been

formalized.  Myanmar signed trade agreements with the PRC in August 1988 and with

Thailand in June 1996 though informal trade and smuggling have persisted.  In fact,

traditional/exchange trade along the narrow strip on both sides of the Myanmar-Thai border

has existed for a long time though more pronounced informal trade and smuggling started

soon after the military took power in Myanmar in 1962.  (The junta nationalized most of

the economy which resulted in serious shortages of consumer goods.)  Nevertheless, because

of these trade agreements, the Government of Myanmar has increased revenues from custom

duties, barter trade can be done without using foreign exchange in some cases, and security

and development in the border regions have been enhanced. Border trade is in fact becoming

increasingly important with improvements in political relations and infrastructure among

GMS neighbors.  Unlike traditional cross-border trade, today’s trade includes economic

and technological cooperation and mutual exchange markets (He Shengda 2005).

27GMS_Vol2.pmd 05/10/2005, 4:40 PM38



39

Cross-border trade is significant not only for Myanmar but for the PRC and Thailand

as well.  In 2001/02, formal border trade accounted for more than 9% of the total overseas

trade from Myanmar’s international ports. In 2003/04, Yunnan’s share of Myanmar’s

total border trade was 72.8% and that of Thailand was 14.4%. According to the Thai

Farmers Research Center Co. Ltd. (August 7, 2002), Thai-Myanmar border trade

accounted for some 70% of overall trade between the two countries.   Similarly, in

terms of value, Yunnan-Myanmar border trade accounted for 68.7% of the total (He

Shengda 2005).  Despite these thriving economic relations, however, no reports exist

on cross-border economic activities although border trade among the Mekong countries

is mentioned very briefly in an ADB report (Preinvestment Study for the Greater Mekong
Subregion: East-West Corridor, vol. 1. Integrated Report. 2001).

Among GMS countries, Myanmar shares borders with the PRC (Yunnan Province),

Lao PDR, and Thailand, but since Lao PDR and Myanmar do not share a land border,

cross-border economic relations between the two are almost nonexistent.  Thus, this

study is limited to Myanmar’s cross-border economic activities and economic cooperation

with Thailand and Yunnan Province. Section II discusses all forms of cross-border trade

from each country’s perspective.  In Section III, recent developments in tourism are

addressed. Cooperation in terms of investment, labor, infrastructure, and services is

analyzed in Section IV. The conclusion addresses the prospects, issues, and challenges

of cross-border economic relations.

II. Cross-border Trade between Myanmar and the
People’s Republic of China and Thailand

Cross-border trade depends on the political situation in a given country, on political

relations between neighbors, on market conditions, on transportation, on border

communications, and on foreign exchange regimes.  Before cross-border trade is

discussed in detail, it is necessary to clarify and define formal border trade, informal

border trade, illegal trade or smuggling, transit trade, and barter trade as these terms

can be ambiguous and can sometimes overlap.  Definitions for the purpose of this

study are as follow.

• Formal or official border trade: Trade between two neighboring countries

with permission from respective governments or from the country of study

by paying dues (customs duties, commercial tax, etc.) at border posts.

• Informal border trade: Trade where no border posts exist, where both sides

avoid border posts, or when sanctioned by local authorities but not recorded

in official statistics.
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• Illegal border trade (smuggling): Trade without the knowledge of local

authorities or trade in goods that are banned by the governments on both

sides of the border.

• Transit trade: Importing goods across one border and exporting them from

another; importing goods across one border and exporting them overseas;

and importing goods from overseas and exporting them across a border.

• Barter trade: Trade based on agreements between countries for direct

exchange of agreed quantities of goods without the mediation of international

finance. This can also be traditional mutual exchange among inhabitants of

narrow areas along both sides of a border.

It is also important to note that the trade statistics of one country may differ from

those of another due to the application of free on board (FOB) and cost, insurance,

freight (CIF) methods, registration methods, corruption, etc., and that all statistics on

border trade are usually underestimated.

A. Border Trade from Myanmar’s Perspective

Until 1988 when the present military regime took power, border trade was considered

to be informal; it was formalized when bilateral agreements were signed with the PRC

and Thailand. Myanmar has since normalized, legalized, and further liberalized trade

with these countries based on the provisions of these agreements.

The policy of the Government of Myanmar is to utilize border trade as a mechanism

to further develop and strengthen bilateral trade relations with all five of its immediate

neighbors (Bangladesh, PRC, India,

Lao PDR, and Thailand) and with

other states in the region. Thus,

“border trade” with HongKong, China;

Malaysia; and Singapore using Myeik

(Tavoy) as an FOB port1 is also included

though it accounted for only about 2%

of the total. Among border trading

partners, the PRC (Yunnan Province)

and Thailand are the largest as is shown

in Figure 1.

Figure 1. Border Trade (2003/04)
US$ million

Source:  Selected Central Statistical Office, Monthly
Economic Indicators, various issues; Department of
Border Trade, 2004, Yangon.

1 This is done by assigning Myeik, a small
seaport, as a border trade post applying the
FOB system.
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The Department of Border Trade was established in 1996 and supervises border

trade activities under the guidance of the Ministry of Commerce.  Currently there are

13 border trade offices:

1. Myanmar-PRC border: (i) Muse (mile 105), (ii) Lwejel, (iii) Laiza, (iv)

Kanpeiktee, (v) Chinshwehaw.

2. Myanmar-Thai border: (i)Tachileik, (ii) Kawthaung,(iii) Myawaddy, (iv)

Myeik  (FOB).

3. Myanmar-India  border: (i) Tamu, (ii) Rhil.

4. Myanmar-Bangladesh border: (i) Maungtaw, (ii) Sittway (FOB).

In addition, Myanmar is planning to open new posts at Dawei, Maung Taung,

Nataintaung and Payathonesu along the Myanmar-Thai border and at Mailar and Pansan

along the Myanmar-PRC border. There are also plans to open a post at Wanpon along

the Myanmar-Lao PDR border though a bilateral agreement has yet to be signed, and

there are plans to open posts at Palatwa and Shalattwa along the Myanmar-India border.

Table 1 shows the volume of border trade from fiscal year 1995/96 to 2002/03. The

volume grew steadily except in 1997/98 and 2002/03 when it declined due to closures

on the Myanmar-Thai border because of armed clashes between the two countries.

Although the average annual rate of border export trade grew very rapidly (30.1%)

between 1995/96 and 2002/03, the average growth rate of imports declined (-6.5%)

most likely due to the low level of foreign savings. As a result, the rate of growth of total

trade during the period was slow at 4.6%.

Table 1. Volume of Border Trade
(US$ million)

Volume of Surplus (+)
Year Export Import Trade Deficit (-)

1995-1996 43.151 292.798 335.949 (-) 249.674
1996-1997 58.404 298.721 357.125 (-) 240.317
1997-1998 154.972 102.091 257.063 (+)  52.881
1998-1999 146.300 153.968 300.268 (-)    7.668
1999-2000 196.402 147.992 344.394 (+)  48.410
2000-2001 235.401 176.339 411.740 (+)  59.062
2001-2002 292.995 212.839 505.834 (+)  80.156
2002-2003 272.630 187.940 460.570 (+)  84.690

Average Annual
Growth Rate 30.1% -6.5% 4.6%

Source: Department of Border Trade, 2004, Yangon.
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Figure 2 compares Myanmar’s overseas trade with its border trade.  The small

average share of border trade in overseas trade between 1997/98 and 2003/04 (8.7%)

was mainly due to underestimation because of the nature of border trade.

Table 2 shows Myanmar’s formal border trade flows from 1992 to 2004. Between

1992/93 and 2003/04,,,,, Myanmar’s overall exports to its Mekong partners increased at

an average annual growth rate of 10.3% while its overall imports decreased by an average

of 1.0%.  The country’s total cross-border trade grew steadily at an average annual rate

of 3.8%.  In terms of overall trade balance, Myanmar’s position has been positive since

1999/2000 probably due to restrictions on imports, though again, it must be noted that

border trade is usually underestimated since informal trade and smuggling are not

included in official figures.

Figure 2. Border Trade and Overseas Trade (1997/98 to 2003/04)
(US$ million)

Border Trade Overseas Trade
7000

6000

5000

4000

3000

2000

1000

0
1997/98 1990/00 2001/02 2003/04

Source:  Central Statistics Office, Selected Monthly Economic Indicators, various issues; Department of
Border Trade, 2004, Yangon.
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Table 2. Myanmar‘s Formal Border Trade Flows (1992/93 – 2003/04)
(US$ million)

Average
1992/ 1995/ 1996/ 1997/ 1998/ 1999/ 2000/ 2001/ 2002/ 2003/ Annual
1993 1996 1997 1998 1999 2000 2001 2002 2003 2004 Growth%

Total
Exports 104.7 43.2 58.4 155 146.3 196.4 212.5 258.8 272.6 307.3 10.3
Imports 249.9 292.8 298.7 102.1 154 148 196.3 200.2 187.9 224.5 -1
Total 354.6 336 357.1 257.1 300.3 344.4 408.8 459 460.6 531.8 3.8
Balance -145.2 -249.6 -240.3 52.9 -7.7 48.4 16.2 58.6 84.7 82.8 n.a

Yunnan
Exports 54.8 22.0 30.1 86.4 104.1 108.9 136.1 137.9 178.3 214.1 13.2
Imports 138.5 229.3 158.4 59.4 126.9 130.5 173.5 114.9 153.5 173.0 2.0
Total 193.3 251.3 188.5 145.8 231.0 139.4 309.6 252.8 331.8 287.1 6.5
Balance -83.7 -207.3 - 128.4 27.1 -22.8 -21.5 -37.4 23.0 24.8 41.1 n.a

Thailand
Export 40.4 416.0 20.4 52.1 24.1 50.1 36.5 86.1 45.6 37.3 -0.7
Import 102.6 47.4 124.1 31.2 24.9 14.3 17.4 76.7 28.4 41.3 - 8.6
Total 143.0 63.4 144.5 83.3 49.0 64.4 53.9 162.8 74.0 78.6 -5.6
Balance -62.2 -31.4 -103.7 20.9 -0.8 35.8 19.1 9.4 17.2 -4.0 n.a

As Percentage Total
Yunnan
  Exports 52.3 51.0 51.5 55.8 71.3 55.5 64.0 53.3 65.4 69.7 59.0
  Imports 55.4 78.3 53.0 58.2 82.4 88.2 88.4 57.4 81.7 77.1 70.0
  Total 54.5 74.8 52.8 56.7 76.9 40.5 75.7 55.1 72.0 72.8 63.2

Thailand
          Exports 36.9 37.0 34.9 33.6 16.5 25.5 17.2 33.3 16.7 12.1 26.4
  Imports 41.1 16.2 41.5 30.6 16.2 9.7 8.9 38.3 15.1 18.4 23.6
  Total 40.3 18.9 40.5 32.4 16.3 18.7 13.2 35.5 16.1 14.8 24.7

Source: ADB, Country Economic Report: Myanmar Vol. 2: Statistical Appendixes, December 2003; Department of
Border Trade, 2003, Yangon.

1. Myanmar-Yunnan Cross-Border Trade

During the period 1992/93–2003/04, Myanmar’s exports to Yunnan increased at an

average annual rate of 13.2% while its imports from Yunnan increased at the rate of

2.0% (see Table 2). However, total cross-border trade between 1992/3 and 2003/04

grew at a rate of 6.5%     annually. The PRC’s average share in Myanmar’s total cross-

border trade was about 63.2% during the period whereas Yunnan’s shares of Myanmar’s

total exports and imports were 59.0% and 70% respectively. Yunnan’s imports from

Myanmar include fish and fishery products, beans and pulses, fruits, paddy, maize, and

rattan whereas Myanmar’s imports from Yunnan are raw materials (cotton yarns),

manufactures (fertilizers, dry batteries, office paper, cigarettes, textiles,), machinery

and equipment (tractors, diesel engines, transformer, etc.), electronics and hi-tech

items.
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Of the five posts along the Myanmar-Yunnan border, Muse (mile105) is the most

lucrative in terms of the volume of trade accounting for 87% of the total.  Table 3 shows

the major exports and imports at Muse in February 2002.

Table 3. Ten Major Export and Import Items at Muse (Mile 105) February 2002
(in US$ million)

No. Exports Amount Imports Amount Remarks

1 Frozen fish 2.23 Wax 2.65
2 Crab (live) 1.01 Tractors 0.12 2 wheel
3 Eel 0.55 Cotton yarn 0.12
4 Watermelons 0.44 Office paper 0.09
5 Black-eyed beans 0.39 Batteries (dry) 0.08
6 Salted fish 0.31 Vacuum flasks 0.08
7 Dried fish 0.30 Diesel engines 0.07 12 HP
8 Dried plums 0.30 Fertilizers 0.07
9 Maize 0.26 Leaf spring 4 0.06
10 Dried prawns 0.26 Urea (fertilizer) 0.05

Source: Commerce Journal, Vol. 2. No. 6 (16 March 2002), Yangon.

2. Myanmar-Thailand Cross-Border Trade

Exports from Myanmar to Thailand declined at the rate of 0.7%, and imports

declined by 8.6% between 1992/93 and 2003/04 although informal cross-border trade

seemed to thrive.  The total cross-border trade decreased at the rate of 5.6% (see Table

2).  Thailand’s share of Myanmar’s total cross-border trade decreased from 40.3% in

1992/93 to 14.8% in 2003/04 mainly due to frequent border tensions and to changes in

Myanmar’s trade policies. However, after 2002, formal border trade between the two

countries improved significantly due to better political relations.

Myanmar imports animal and vegetable oils, footwear, organic chemicals, vehicles,

knitted and crocheted apparel, electrical machinery and equipment, and plastics from

Thailand. Thailand imports live animals, fish and crustaceans, edible vegetables, raw

hides and leather, ore, slag and ash, oil seed, and machinery from Myanmar.  Table 4

shows the major exports and imports through Myawaddy, the largest border post on the

Myanmar side.
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Table 4. Ten Major Exports and Imports at Myawaddy February 2002
(US$ million)

No Exports Amount Imports Amount

1 Sea fish 0.57 Polyester yarn 0.05
2 Onions 0.17 Tractors* 0.04
3 Shrimp and prawns 0.14 Car tires 0.05
4 Seawater prawns 0.01 VCD players 0.02
5 Cashew nuts 0.01 Shrimp feed 0.02
6 Chicken eggs 0.004 Hydraulic joints 0.02
7 Marble 0.004 Car pistons 0.02
8 Garlic 0.003 Clip #  0.02
9 Assorted fish 0.002 Filament yarn 0.01
10 Clay pots 0.001 —- —-

Source: Commerce Journal, Vol. 2., No. 6, (16 March 2002), Yangon.
# for car radiator
*2 wheeled

Again, these data do not include smuggling which is substantial. Thailand’s imports

from Myanmar’s Yetagun and Yadana gas pipelines (about US$ 1 billion per year) are

also not included.

B. Border Trade from Yunnan’s Perspective

Table 5 details border trade between Yunnan and the rest of the GMS countries

from 1992 to 2001 according to Yunnan’s official statistics. (Thailand does not have a

land border with Yunnan, so its bilateral border trade is conducted across the Mekong

River.) Yunnan trades with its neighbors formally, informally, illegally, through bartering,

and via exchange trade (see definitions on page 39). Table 5, however, reflects only

formal border trade.

Total border trade grew at an average annual rate of 8% from US$311.5 million in

1992 to US$574.6 in 2000.  Myanmar was Yunnan’s largest border trading partner with

an average total volume of about US$400 million accounting for 73.8% of Yunnan’s total

from 1992 to 2000. At the same time, the average share of Myanmar’s total border trade

to its total overseas trade with the PRC was 62.3% which suggests the significance of

Myanmar’s trade with Yunnan. Yunnan’s second largest border trading partner was Viet

Nam at 15.4% of the total whereas Thailand’s share was around 5.1%, though with the

establishment of the PRC- Association of South East Asian Nations (ASEAN)-Free

Trade Area and the PRC-Thailand Free Trade area in 2002, the volume of trade between

Yunnan and Thailand increased significantly.

With the PRC’s “look outward” policy, economic cooperation with Myanmar has

improved, compensating for US-led economic sanctions by Western countries (Burma

Freedom and Democracy Act 2003).  However, Yunnan’s chronic trade surplus with

27GMS_Vol2.pmd 05/10/2005, 4:40 PM45



46

Myanmar created unfavorable trade relations, so its average annual rate of growth was

the slowest among Yunnan’s border trading partners.

Table 5. Yunnan’s Formal Border Trade with Greater Mekong Subregion Countries
(US$ million)

Average
Annual
Growth

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 (%)

Cambodia
Export – – 0.01 0.032 0.061 0.035 0.052 0.084 0.254 0.121 57.7
Import – – 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Total – – 0.01 0.032 0.061 0.035 0.052 0.084 0.254 0.121 57.7
Share – – @ @ @ @ @ @ @ –

Lao PDR
Export 7.4 7.2 11.4 28.1 13.5 10.1 8.8 10.2 13.4 14.1 7.4
Import 0 2.2 1.5 5.6 5.5 3.4 6.5 5.4 5.9 4.3 –
Total 7.4 9.5 12.9 33.7 19.0 13.9 14.4 15.3 19.3 18.3 10.6
Share 2.4 2.1 2.5 5.2 3.8 3.4 2.9 3.4 3.6 –

Myanmar
Export 221.4 262.4 309.3 392.1 278.3 276.4 258.0 246.0 293.0 252.1 1.4
Import 3.9 119.1 111.2 1.0 84.4 28.4 12.3 53.5 69.9 97.2 43.0
Total 225.5 381.6 420.4 490.1 362.7 304.8 381.0 299.5 362.9 348.7 5.0

Share 72.8 83.0 81.6 75.6 72.2 74.5 77.4 66.9 60.6 – (73.8)*-

PRC’s total
with Myanmar
(%) Average 85.2 78.5 71.2 55.1 47.4 47.4 65.6 58.9 58.4 55.2 62.3

Thailand
Export 13.0 8.1 25.73 29.4 25.1 28.8 19.1 18.6 23.6 36.4 12.1
Import 0.48 2.4 0.03 0.06 6.6 2.9 3.9 5.9 8.0 6.9 33.9
Total 13.5 10.5 25.8 30.0 31.7 31.7 22.9 24.5 31.6 43.3 13.8
Share 4.4 2.3 5.0 4.6 6.3 7.8 4.7 5.5 5.3 –

Viet Nam
Export 65.3 54.1 50.8 53.3 27.5 51.4 62.4 100.3 140.0 – 10.0
Import 0 4.3 5.5 8.9 8.2 3.6 6.3 0.0 20.0 – –
Total 65.3 58.4 56.3 62.2 35.7 55.0 68.7 100.3 160.0 – 11.9
Share 21.9 12.7 10.9 9.6 7.1 13.5 14.0 22.4 26.7 – (15.4)*-

Total Yunnan

Trade 311.5 460.0 515.4 616.0 4491 4054 4870 4396 574.6 – (473.0)*

Note: @ = less than 0.1%; * (1992-2000) average
Source: “The Construction of the ASEAN-China Free Trade Area and Yunnan’s Opening to Southeast Asia” (in
Chinese), 2004, Kunming, (Tables 5-3, 5-5, 5-6, 5-8 and 5-10).

C. Border Trade from Thailand’s Perspective

Thai-Myanmar cross-border trade, like that with the PRC, has a long history because

of old trading routes, geographic proximity, and cultural similarities as common ethnic

groups occupy the areas on both sides of the border. Tai people from Yunnan, Shan
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people from Myanmar, Thai people from Thailand, and Lao people from Lao PDR

speak similar languages, a fact that has facilitated cross-border trading.

Table 6 shows figures for Thailand’s border trade with its neighbors from 1994 to

2001.  During this period, overall trade increased very rapidly at an average annual rate

of 17.0%, but trade with Cambodia, Lao PDR, and Myanmar increased even more rapidly

at 20.5, 19.5, and 24.5% respectively. Myanmar’s share of Thailand’s border trade

averaged 9.2% during the period, second to Lao PDR at 9.9%. Cambodia averaged 7.5%.

(Lao PDR has the longest border with Thailand along the Mekong River, and its

economic relations with Thailand have been good.) Except for 2001, Myanmar has had

a trade deficit with Thailand since the 1950s.  As mentioned earlier, the figures provided

do not include Thailand’s imports from Myanmar’s Yadana and Yetagun gas fields.

Table 6. Thailand’s Formal Border Trade Flows (1994–2001)
(US$ million)

Average
Annual
Growth

1994 1995 1996 1997 1998 1999 2000 2001 (%)

Myanmar
Exports 133.3 118.9 123.2 207.9 160.1 172.9 276.2 153.4 2.0
Imports 65.3 28.8 13.1 16.7 26.5 31.5 170.0 769.6 42.3
Total 198.6 147.7 136.3 224.6 186.6 204.3 446.2 923.0 24.5
Share (%) 9.7 9.6 8.8 10.2 6.9 5.0 8.3 15.0 (9.2)*

Lao PDR
Exports 113.9 204.3 201.9 272.4 375.0 324.8 404.9 448.6 21.6
Imports 48.9 62.8 49.6 50.0 37.1 83.4 103.5 117.7 13.4
Total 162.8 257.1 251.5 322.4 412.0 408.2 508.4 566.3 19.5
Share (%) 7.9 16.8 16.3 14.6 15.3 10.0 9.4 9.2 (9.9)*

Cambodia
Exports 54.9 80.0 113.9 152.0 225.5 1184.2 236.6 350.3 30.3
Imports 43.0 79.9 32.1 54.8 25.6 14.1 11.5 11.0 -21.5
Total 97.9 160.0 146.0 206.8 251.0 198.3 248.1 361.3 20.5
Share (%) 4.8 10.4 9.4 9.4 9.3 4.8 4.6 5.9 (7.5)*

Malaysia
Exports 1198.8 788.1 810.1 352.7 1347.2 2118.9 3094.8 3063.7 14.4
Imports 400.4 181.4 204.0 1094.6 502.5 1164.7 1100.1 1244.0 17.6
Total 1599.2 969.5 1014.1 1447.3 1849.7 3283.6 4194.9 4307.7 15.2
Share (%) 77.7 63.2 65.5 65.8 68.5 80.2 77.7 70.0 (71.1)*

Overall Total 2058.4 1534.2 1548.0 2201.1 2699.4 4094.4 5398.0 6158.2 17.0

Note: * Average (1994-2001).
Source: Department of Customs, Thailand, 2002.
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III. Tourism

Tourism in Myanmar is a nascent industry compared with the thriving tourist

industries of the PRC and Thailand.  It lags behind even Cambodia and Lao PDR in

terms of arrivals mainly because of political instability and inadequate infrastructure

and facilities.

Table 7. Tourist Arrivals from the People’s Republic of China and Thailand

By Air and by Sea Share in Total (%)

Year Chinese Thai By Land* Total* Chinese Thai

1992/93 52 442 10,043 44,079 0.001 0.11
1993/94 255 2736 35,145 90,579 0.003 0.03
1994/95 1502 5762   45,560 132,255 0.01 0.04
1995/96 1139 7159 36,799 170,143 0.007 0.04
1996/97 1388 11835 139,860 310,298 0.005 0.04
1997/98 2212 7331 144,344 329,879    0.007 0.02
1998/99 2384 6836 167,119 345,829 0.007 0.02
1999/00 2737 7159 131,644 309,985 0.009 0.02
2000/01 2962 7414 136,640 325,042 0.009 0.02
2001/02 3170 7491 175,832 359,404   0.009 0.02
2002/03 2989 5868 166,789 365,281 0.008 0.02
2003/04 2718 18,297 145,071 330,144 0.008 0.06
Average
Annual
Growth
Rate (%) 43 40        28 20

*includes all nationalities, not PRC and Thai only
Source: Central Statistical Office, Selected Monthly Economic Indicators, various issues, Yangon.

According to Table 7, tourist arrivals from the PRC and Thailand are a small

percentage of Myanmar’s total though their average annual growth rates were 43% and

40% respectively between 1992/93 and 2003/04. However, these arrivals cannot be

considered as cross-border tourists since they arrived in Myanmar by air or by sea, not

by land or by the Mekong River. (It is almost impossible to enter Myanmar on the

Mekong as there are no border posts on the Myanmar side.)  Cross-border tourism in

Table 7 is shown by the number arriving by land.  It would appear that most of the more

than 145,000 tourists who visited by land in 2003/04 were from the PRC and Thailand.

Anecdotal evidence further suggests that some 300,000 “day trippers” a month visited

Muse alone in 2003, most of whom were small traders (Tin 2003).  In addition, towns

with casinos, such as Mong La, also attract cross-border tourists.
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IV. Cross-Border Economic Cooperation: Investment,
Labor, Infrastructure, and Services

As funds and technical assistance from the West have been restricted, Myanmar’s big

economic neighbors, the PRC, India, and Thailand, have compensated somewhat in

exchange for Myanmar’s natural resources. Table 8 shows foreign direct investment

(FDI) from the PRC and Thailand into Myanmar by year (from 1997/98 to 2003/04)

and total FDI from 1990/01 to 2003/04.  Compared with Thailand’s FDI of US$1213

million, the PRC’s US$67 million seems very small.  The share of Thailand’s FDI in

Myanmar’s total is about 18% which makes Thailand the third largest investor. Thai

investment has focused on food processing and agricultural goods, gems and jewelry,

wooden furniture, garments, power plants, basic infrastructure, fisheries, mining, hotels,

and tour agencies.

In the same period, FDI from the PRC accounted for about 1% of the total which

ranked it 15th out of 27. According to He Shengda, Chinese investment in Myanmar is

hampered by two factors: overseas investment is a weak point in China’s economic

cooperation with ASEAN, and Myanmar does not have a conducive investment

environment in terms of its infrastructure, market system, laws, and regulations.  It

also has distorted exchange rates (2005).

Table 8. Foreign Direct Investment from the People’s Republic of China
and Thailand in Myanmar (1997/8 – 2003/04)

(in US$ million)

1997/ 1998/ 1999/ 2000/ 2001/ 2002/ 2003/ 1990/2001–
1998 1999 2000 2001 2001 2003 2004 2003/2004

 1. China 0.50 2.67 – 28.89 3.25 – 2.82 66.97
 2. Thailand 210.36 10.79 16.50 25.75 – – 22.0 1312.20

Source: Central Statistical Office, Selected Monthly Indicators, various issues, Yangon

It should be noted, however, that many cross-border investment projects are not

registered with the Myanmar Investment Commission.  In fact, “China’s investments

in Myanmar are also difficult to assess as many of them have been local or indirect

ventures that do not go through the rigorous procedures stipulated by the national-

level Myanmar Investment Commission” (Tin 2003).  For example, in Pansan, a Myanmar

town on the PRC border, according to visitors the Chinese have invested in a beer

factory and a cigarette factory.  Thai investors also own two large casinos in Tachileik.

In addition to FDI, engineering contracts, labor, and services are part of cross-

border economic relations. The PRC had 208 engineering projects with Myanmar from

1988 to 2001 including contracts, design consultations, and labor cooperation with a

total contract value of US$460 million and turnover of US$200 million (see Table 9).

In 2002, the two sides signed 32 new projects worth US$56.47 million and another 22
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contracts for border economic and technological cooperation worth US$133.5 million.

The major projects completed by Yunnan firms in Myanmar include a container dock

(total value US$27.09 million), 80 coastal ships (US$100 million), power station

equipment (US$60 million) and 3 cement factories (US$50 million).

Table 9. Engineering Contracts and Labor Cooperation between Myanmar
and the People’s Republic of China

(US$10,000)

Contract Value Turnover
Engineering Labor Engineering Labor

Years Whole Contracts  Cooperation Whole Contracts Cooperation

1976/ 677 677
1981
1982 210 210
1983 651 651
1984 26 26
1985 4288 4288 1626 1626
1986 144 130 14 144 130 14
1987 18 15 3 666 666
1988 180 179 1 811 809 2
1989 1125 1119 6 116 114 2
1990 438 434 4 502 500 2
1991 214 211 3
1992 276 267 9 98 93 5
1993 2131 2125 6 455 450 5
1994 5663 5582 38 2364 2061 18
1995 8867 8168 589 2148 1962 82
1996 16900 15847 924 11367 11182 168
1997 52332 49183 2971 16532 16422 983
1998 48224 45891 835 19783 19269 429

Note: 1995-99 total volume includes engineering contracts, labor cooperation, and design consultations.
Source: Calculated from Statistical Yearbook of China External Trade and Economy (1984–2000)

Myanmar has also received loans from both the PRC and Thailand.  Between 2003

and 2004, the PRC awarded Myanmar a US$200 million preferential loan and a $6

million grant for technological cooperation and agreed to relieve Myanmar’s debt. Similar

economic agreements were signed between Myanmar and Thailand recently.  As part

of the Ayeyarwady-Chao Phraya-Mekong Economic Cooperation Strategy (ACMECS),

Thailand offered loans of US$100 million to Cambodia, Lao PDR, and Myanmar.

According to the Bagan Declaration, the Thai Prime Minister believes helping to raise

living standards in Myanmar will reduce the problem of illegal workers entering Thailand.

He further expressed expectations for job creation, transport links, energy development,

and tourism promotion.
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Thailand will provide grant aid worth US$2 million to upgrade the first 18 kilometers

of the road from the Thai border to Myanmar’s southern port Tavoy (Dawei) to facilitate

shipments from western Thailand through the Andaman Sea.  At the same time,

Thailand has also assured Myanmar that it will provide a loan of US$30 million for

upgrading a 200 kilometer highway directly linking Thahton (Myanmar) and Tak

Province (Thailand) (Xinhua January 2, 2004). As part of ACMECS, Thailand will also

help implement an industrial zone in Pa An, the capital of Kayin State and another one

in Mawlamyine, the capital of Mon State.  In addition, economic development zones

are being planned in the border areas of Tachileik, Kengtung (Kyaing Tong), Dawei,

Myeik, and Kawthoung on the Myanmar side.

Cross-border cooperation extends to infrastructure as well. Thailand and Myanmar

signed an agreement on 19 May 2003 to build a second “friendship bridge” across the

Mae Sai River to facilitate trade, communication, and tourism in the upper Mekong

region.  The first friendship bridge was built in the 1990s and joined Myawaddy in

Myanmar and Mae Sot in Thailand. Under the Bay of Bengal Initiative for Multi-Sectoral

Technical and Economic Cooperation, India, Myanmar, and Thailand agreed to build a

13,690 kilometer three-nation highway.  In addition, Myanmar and Thailand signed a

memorandum of understanding in May 2005 on cross-border transportation so that

trucks would be able to pass through the Myawaddy-Mae Sot checkpoint to deliver

freight to cities in either country.  This arrangement is part of the GMS initiative

(east-west economic corridor). Upgrading roads near the Myanmar-Yunnan border has

been carried out with Chinese assistance, and the PRC, India, and Myanmar are now

planning to build a highway from India to the PRC through Myanmar.

The Myanmar border towns of Tachileik and Pangsan receive electricity from Mae

Sai, Thailand and the PRC respectively. Myanmar also allowed Thailand to study a

US$15 million hydropower project on the Salween (Than lwin) River to supply electricity

to Thailand.  The output of the Yadana and Yetagun offshore gas fields will continue to

grow to meet the demand from Thailand as Myanmar currently supplies a quarter of

Thailand’s gas needs with exports worth up to US$1 billion.

As a part of economic cooperation in labor, the PRC has sent several thousand

workers to Myanmar to implement Chinese projects, and workers along the Chinese

border near towns like Muse and Lweje commute from both sides as daily or long-term

laborers in the construction, mining, fisheries, and service sectors (Tin 2003). In

Thailand in 2004, out of 1.2 million migrant workers, 850,000 were from Myanmar, but

tens of thousands more are believed to be working in Thailand without documents

according to the Thai Ministry of Labor and Social Welfare.
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V. Conclusion: Prospects, Issues, and Challenges

The trade figures cited in this study are very much underestimated as income from

informal and illegal activities could not be factored in. It is in fact probable that the

proceeds from illegal cross-border economic activities (e.g., logging, fishing, mining) might

supercede those from formal ones, though no estimates of the shares of illegal economic

activities are available.  There is evidence that Myanmar has been buying military hardware

from the PRC since 1990, and several analysts have said the deals are made through

barter trade.  It is also a well-known fact that drug trade is still conducted in the border

region despite the government’s 15-year plan to eliminate narcotics by 2005.

The positive impact of cross-border economic cooperation has been a rise in both

employment and income (legal or illegal).  Findings from the 1997 Household Income

and Expenditure Survey conducted by the government with assistance from UNICEF

published in 1999 suggest that people living in states bordering the PRC and Thailand

generally seem to be better off than those from other areas (except Yangon) in terms of

average monthly household earnings.  At the very least, the incomes of the people

living in the border areas have increased as cross-border trade has increased.  This has

narrowed the domestic consumption gap between the central and peripheral areas.

In addition to trade, labor and services are also part of cross-border economic

relations between Myanmar and its neighbors.  Myanmar’s towns along the PRC border

such as Mongla (Eastern Shan State) and Pansan (Wa region) are supplied with

electricity from the PRC.  Also, along the Chinese border near Muse and Lweje, workers

from both sides commute to employment on a daily or long-term basis in the

construction, mining, and service sectors although more people from the Myanmar

side are working in the PRC.

Similar economic relations exist between Myanmar and Thailand.  Mesai in

Thailand has been supplying electricity to Myanmar’s border town Tachileik.  Thousands

of workers from Myanmar border towns like Myawaddy, Tachileik, and Kawthoung are

commuting to work on the Thai side on a daily basis in the construction, mining, fishery,

agriculture, industry, and service sectors.

According to government information, security, economic, and social conditions in

border areas have improved because progress in border trade brought government

investment in transportation facilities which in turn led to improvements in related

sectors.  Before formalization of border trade, for example, Mongla and Pansan were

just a village and a hamlet respectively. They are now big towns with high-rise buildings,

cinemas, casinos, water supplies, and electricity (The New Light of Myanmar February

2, 2004). A new university opened in 2003 in Panlong in eastern Shan State, and

construction of a computer college and a technological university was started in 2002

and 2003.  A 200-bed hospital was constructed and related facilities were opened in

May 2003.  In addition, the government spent kyat 2.7 billion on roads and bridges and
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kyat 49.7 million on the drug elimination program up to the end of 2003, though with

earnings from cross-border economic activities more could have been done.

Despite recent progress, there are nonetheless political, economic, and social

obstacles to cross-border economic cooperation among these three riparian neighbors.

Each has its own political system and its own political outlook.  Myanmar is governed

by a military junta, the PRC is ruled by the Communist Party, and Thailand is a democratic

nation.  For the time being, all give priority to economic development rather than to

ideology, and all accept peaceful coexistence though there may be ideological

confrontations among them at some point in the future.   In addition, the historical

mistrust that exists between Myanmar and its neighbors sometimes becomes a stumbling

block in bilateral relations. There are also existing territorial disputes between Myanmar

and Thailand that can provoke outbursts at any time as occurred in 1998, 2001, and

2002.  Moreover, there may be sovereignty issues in cross-border cooperation projects.

In the economic sphere, Thailand has a more developed market economy, but the

PRC and Myanmar are moving toward a market system in varying degrees. Compared

with the other two, Myanmar’s economy is still largely controlled by the state, and

some economic reform measures are stalled. In addition there is a lack of infrastructure

along common borders; Myanmar is the weakest link in this respect. Myanmar has also

suffered from chronic trade deficits with the PRC, and there is an ongoing depreciation

of local currency and a drastic increase in the prices of basic commodities and real

estate in general, particularly in the border areas. An overvalued exchange rate, a ban

on imports of foreign investors, and difficulties in repatriating profits are further

obstacles to a conducive business environment.

Illegal cross-border logging, fishing, and mining are still thriving along with the

smuggling of goods and human trafficking.  Additional negative aspects of cross-border

trade include increases in social crimes like corruption, robbery, money laundering,

drug abuse and drug trafficking, and illegal immigration. Increases in HIV/AIDS rates

have also been noted, and there is an unequal distribution of benefits among ethnic

groups. There has also been serious environmental deterioration due to illegal logging

and mining and to the construction of dams and the blasting of rapids upstream in

Yunnan and to the blasting of rapids in Myanmar’s border areas. There is also the issue

of the alleged massive migration of Chinese nationals following the opening of

Myanmar’s economy and border trade, particularly after 1989.  “Between 1983 and 1993,

it was estimated that though the entire population of Shan State (bordering both PRC

and Thailand) increased by some 1.6% (just below the national average of 1.9% annually),

the populations of part of Hopang, the Wa region (excluding Hopang), and Muse increased

by 5.2, 3.9 and 16.4% respectively during the same period” (Tin 2003).

What are the prospects for further cross-border economic cooperation among the

PRC, Myanmar, and Thailand?  All three are trying hard to promote more trade,

investment, and other economic activities.  All of them are committed to bilateral
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agreements and to multilateral agreements for economic cooperation at the subregional,

regional, and international levels.  In addition to cooperating as the GMS, Myanmar

and Thailand cooperate at the international level as members of the World Trade

Organization and subregionally as members of ACMECS and the Bay of Bengal Initiative

for Multi-Sectoral Technical and Economic Cooperation.  All three countries cooperate

at the regional level as members of ASEAN, ASEAN+1 (PRC) and ASEAN+3 (PRC,

Japan, and the Republic of Korea). Both the PRC and Thailand are interested in

Myanmar’s gas and oil, and Myanmar is promoting cross-border trade to compensate for

economic sanctions imposed by the West. At the end of the day, once Myanmar achieves

political stability, economic relations and cooperation will improve significantly which

will result in the economic development and social well being of Myanmar and its people.
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