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FOREWORD

The Greater Mekong Subregion (GMS), which encompasses five Southeast
Asian countries—Cambodia, Laos, Myanmar, Thailand and Vietnam
(CLMV-T)—and China, is one of the most dynamic subregions in Asia.
Apart from progressive market-oriented reforms, countries in the GMS
have pursued broader regional integration through various multilayer
cooperation frameworks. These include ASEAN, ASEAN-China Free
Trade Agreement, China’s bilateral economic partnerships, the Regional
Comprehensive Economic Partnership agreement and the Lancang-
Mekong River Dialogue and Cooperation. While manufacturing trade and
global value chain activities significantly benefit from these cooperation
frameworks, agricultural trade especially between the CLMV-T and China
is hindered by high barriers to trade in the form of tariff and non-tariff
measures. Under these circumstances, what are the key constraints and
challenges facing agricultural exports from the CLMV-T? What do China’s
rapid structural change and development mean for agricultural trade within the
subregion? How can the CLMV-T further integrate their agriculture and rural
economies to tap into the colossal Chinese market? Those are the main questions
explored in this volume.

This volume consists of six country papers covering each of the GMS
countries. The papers were prepared collaboratively by local experts
from leading research institutions within the subregion. The first chapter
examines the rapid structural transformation and evolving economic
policy taking place in China and their implications for agricultural trade
within the subregion. Chapters 2—-6 cover the CLMV-T country case studies,
which examine a range of traditional and non-traditional issues relating
to agricultural exports. The studies adopt broadly consistent value chain
analysis frameworks to analyse not only key constraints and challenges
in agricultural value chains from domestic to export market but also
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identify the key constraints and relationships between actors along the
entire value chains.

Overall, the rapidly growing demand for food consumption
represents huge opportunities for agricultural exports for the CLMV-T.
However, those countries continue to struggle to address some of the
domestic constraints related to absorptive capacity, requisite skills and
market diversification for agricultural production and export. They also
face difficulties in resolving non-tariff measures (NTMs) at the export
market, especially with regard to more complex trade procedures such
as obtaining SPS certificates; delays at the border; and lack of publicly
available information on relevant NTMs.

I am delighted to present this volume, which offers an insightful
overview of some of the key developments in agricultural trade in the
GMS. I am sure this work will prove to be an invaluable reference for
policymakers, academics and practitioners who strive to work on promoting
agricultural development and trade for inclusive economic growth and
poverty reduction.

Dr Eng Netra,
Executive Director,
Cambodia Development Resource Institute (CDRI)



PREFACE

The economic prospects of Southeast Asia are increasingly intertwined
with that of China and the interdependency is growing with time. This is
particularly true for the riparian states of the Mekong region—Cambodia,
Laos, Myanmar, Vietnam and Thailand (CLMV-T). Although market-
oriented reforms over the past few decades in the CLMV countries, in
particular, have driven structural transformation that has involved the
share of agriculture in GDP falling in favour of industry and services, it
remains an important sector for several reasons.

First, the shares of agriculture in GDP do not reflect their importance
as a source of employment or potential for addressing poverty, inequality
or inclusion. Even in 2018, the rural sector continued to employ more than
half of the labour force in Laos and Myanmar, and a third in Cambodia
and Vietnam. There is also growing evidence that shows that growth
driven by commercial agriculture in developing countries can have a much
greater impact on poverty reduction than that coming from other sectors.
Overcoming barriers that stand in the way of increased agricultural exports
from the Mekong region to important and growing markets such as China
can play a critical role in achieving economic and social objectives.

These developmental opportunities and possibilities provided the
motivation for the study reported on in this book. The approach taken
involved detailed case studies of key agricultural export commodities in
the CLMV-T countries destined primarily for the Chinese market. It is
only through detailed case studies that specific impediments along the
value chain can be identified, as well as the non-tariff barriers (NTBs) that
interfere with cross-border trade. Often these impediments and NTBs are
not unique to the particular cases being studied but can manifest in other
products and areas. Addressing the impediments along the value chains
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or the NTBs at the border can often have benefits that extend beyond the
particular product or sector. These reforms can therefore produce spillover
effects that can result in much larger economy-wide benefits.

There are several key takeaways for policy arising from the study.
The first is that the agricultural export sector must continue to play a
critical role in the development process of the Mekong region, while
these countries look to industrialize through greater engagement in global
value chains in manufacturing, driven by foreign direct investment. The
second relates to the need for diversification to support more balanced
and sustainable growth, which reduces vulnerability to external shocks.
The study highlights the fact that such risk-mitigating diversification can
be pursued through various avenues.

While a lot of attention has been placed on intersectoral diversification,
mostly involving the movement out of agriculture into manufacturing,
intrasectoral diversification can be equally important in achieving the
same ends. Here again, the focus has been on diversification within
manufacturing, although there is an important albeit somewhat neglected
role for diversification within agriculture that can reduce vulnerability to
external shocks. Pursuing greater diversification within agriculture could
address some of the concerns associated with export instability, common
amongst commodity-dependent developing countries. The exposure to
terms-of-trade shocks can be reduced by processing activities along the
agricultural value chain because the prices of such processed commodities
tend to be less volatile than the primary commodities themselves. The
prices of processed commodities tend not to go through the same swings
associated with the commodity cycle. Therefore, pursuing diversification
within both agriculture and manufacturing can contribute to an overall
risk-reduction strategy.

Apart from product concentration—whether it is in agriculture or
manufacturing—there is also a need to reduce the concentration of export
markets. It is undeniable that the huge potential presented by the Chinese
market has been a major driving force in the development of export-oriented
agricultural value chains. While China will continue to be an important
market for agricultural exports from the region, there may be a need to
diversify sources of demand so that the effects of country-specific or regional
shocks can be mitigated. This is particularly important for countries that
currently rely almost exclusively on the Chinese market for their export
sales. Reducing such high levels of dependency on a single market could
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also decrease the risk that highly unequal bargaining positions could be
exploited for unequal gains that can end up deterring trade.

If policies can be instituted to address the various impediments
identified in this study that operate along the agricultural value chain
as well as the myriad of tariff and non-tariff barriers that interfere with
cross-border trade, then the social and economic benefits to the CLMV-T
countries and China can be substantially increased.

Jayant Menon
ISEAS — Yusof Ishak Institute, Singapore
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