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1. Introduction

During the past three decades, the development of highly integrated global value
chains in which products are supplied, manufactured and distributed across national
boundaries have created a new form of division of labour among Asian economies,
especially in North-East and South-East Asia (IDE-JETRO and WTO, 2011). The rapid
growth of global value chains has dramatically changed production patterns, international
trade and foreign direct investment (FDI) in the region, with a notable expansion of intra-
regional trade through multiple border crossings of parts and components (ESCAP, 2009).

While an increasing number of literatures have examined the global value chain
phenomenon in Asia (cf. ESCAP, 2007 and 2009; ERIA, 2011), little attention has been
paid to its expansion from developing countries to less developed neighbours, such as
least developed countries (LDCs) (cf. Makishima, 2012). The lack of existing research
and reliable national data has made an adequate review of global value chains in less
developed countries particularly difficult.

Against this background, key research questions of this case study are proposed as
follows:

e What are key drivers of global value chain, particularly in less developed
countries?

e How do sectoral characteristics impact on the development of global value
chains?

e How can public interventions accelerate the expansion of the global value
chains in less developed countries?

The Mekong subregion (figure 1)," which is part of South-East Asia and
comprises five Mekong river basin countries (Cambodia, Lao People’s Democratic
Republic, Myanmar, Thailand and Viet Nam) is the geographical focus of this study. The
subregion provides valuable laboratories to explore these research topics since it has
experienced a varied degree of economic development and includes a middle-income
country (Thailand), a lower middle-income country (Viet Nam) and three least-developed
countries (Cambodia, Lao People’s Democratic Republic and Myanmar).

In the Mekong subregion, the automotive industry has been growing rapidly.
Several major automakers have established production bases in Thailand and Viet Nam,
and their supplier networks have been expanding into Cambodia, Lao People’s
Democratic Republic and Myanmar. The subregion has benefitted from increased capital
inflows, the creation of employment and human resource development. While the
automotive industry operates within a single sector and shares a common frame of



reference, the industry shows much diversity in terms of products and technologies,
presenting diversified supply and production networks.

This study is based on both quantitative and qualitative analyses. Trade, FDI and
descriptive data are used to review the ongoing integration of the subregion into the
global automotive value chains. The outcomes of three industrial surveys in the subregion
(JETRO, 2009 and 2012; FPRI, 2012) are also reviewed to identify sectoral issues in the
automotive industry. This article begins by examining the development of the automotive
industry in the Mekong subregion and its key drivers. The characteristics of global
automotive value chains are then identified, while covering the recent expansion of the
automotive value chains within the subregion. The outcomes of the three industrial
surveys are then discussed. Before concluding, policy implications are then presented.

Figure 1. Mekong subregion

#o0E

P
I

AN
<5y

S ~ Mekong subregion

MR EER, FeR RS HHEA 4RI T :

https://www.yunbaogao.cn/report/index/report?reportld=5 6063



http://www.adb.org/

