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Main Points

1. Main focus will be on China-Thailand Rail Link (CTRL)

2. Mutual benefits for China and Thailand from CTRL

3. But China and Thailand does not have any common land 

border

4. So far approach seems to be 2 plus 2: China-Lao PRD 

and China-Thailand (and a little of Loa PRD-Thailand). 

However, 2 plus 2 does not equal 3

5. Needs Trilateral approach and institutional mechanisms 

for effective China-Thailand Rail Link



Current Status of Thai Economy

• Middle Income Country, per capita GDP of about US$ 6,200 (in 
current prices). (China about US$ 8,200)

• Most basic development challenges of a low income developing 
country have been overcome, including the provision of basic social 
needs (basic health, education and social protection) and reducing 
poverty incidence to below 10% of the population (lower than 3% in 
urban areas).

• Has graduated from most aid agencies and is now a minor donor 
(mainly to neighboring countries).

• Domestic saving is high and the fiscal position (public debt to GDP 
ratio of under 43%) is strong enough to finance a much higher level of 
public expenditure.

• Large foreign reserves (net), about US$ 197 billion or about 50% of 
GDP (higher ratio to GDP than China at about 30%)

• However, growth path is rather imbalanced. Large income disparities. 
Development concentrated around Bangkok and the Central region.  
Large income gaps with more rural parts, especially the Northeast, 
though improving in recent years.
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Source: Calculated from National Statistical Office, Socio-economic Surveys.

Income Ratio (Richest 20% to Poorest 20%)



Ratio of Average HH Income Compared to the 

Greater Bangkok Region

Source: Calculated from National Statistical Office, Socio-economic Surveys.

1994 2001 2007 2013

Central 47.9% 52.6% 54.1% 60.6%

North 32.3% 36.7% 38.8% 44.7%

Northeast 25.3% 34.0% 37.1% 44.5%

South 36.8% 44.8% 56.3% 63.9%



Current Status of Thai Economy (2)

• Large income disparities have led to an era of populism over the past 

decade and a half or so, pursued by most governments and demanded 

by a majority of the electorate. This has led to improvements in income 

distribution, though there are serious concerns about the sustainability 

and negative side effects of these populist policies.

• While fiscal position still able to absorb a period of rash populism (as 

long as growth continues), many measures (such as artificially high 

mortgage prices for commodities) are going against market 

mechanisms, promoting low product qualities, and are decreasing 

economic efficiencies.

• Need to focus much more on efficiency enhancing investment policies 

that can also reduce income disparities and facilitate economic growth. 

• Infrastructure development, including cross-border physical 

connectivity, has the potential to improve growth and income 

distribution if well designed and well integrated.



Potential Benefits for Thailand from CTRL

• CTRL as part of a Kunming-Bangkok-Singapore rail link has been 
under consideration for at least 20 years.

• Logistic improvements from the rail link to Yunnan will generate new 
trade and investment opportunities for Thailand, which is the most 
advanced economic center of the Greater Mekong Sub-region (GMS).

• Potential for new distribution hubs for Chinese products making use of 
Thailand as a major distribution center for ASEAN and beyond.  
Demand for port services to ship out Chinese products will increase 
substantially.

• The fast growth of Yunnan and nearby inner provinces of the PRC will 
increase the demand for products from Thailand, though of course, 
Chinese products will also have more access to the Thai market.

• Another major benefit should be the generation of more economic 
activities near Thailand’s border areas, such as distribution hubs and 
export processing zones for products to be sold in China.  As the 
border areas are less developed than areas around Bangkok, this should 
help to improve geographical income distribution in Thailand



Potential Benefits for China from CTRL

• Sustained high growth over many years have led to rising costs in 
major manufacturing areas along the Eastern coast of China. This has 
reduced the PRC’s competitiveness vis-à-vis her competitors.

• At the same time income disparities between Eastern coastal provinces 
and inner provinces are still very high. This can create social tensions 
and political problems, particularly for a socialist country.

• Though provincial disparities have improved in recent years, questions 
remain about sustainability and whether excessive investments have 
been carried out in less developed provinces.

1980 1990 2000 2010 2015

Shanghai 176.5% 127.5% 124.5% 100.2% 97.0%

Guangdong 31.2% 53.6% 52.8% 58.9% 63.5%

Yunnan 17.3% 26.4% 19.8% 20.7% 27.3%

Guizhou 14.2% 17.5% 11.4% 17.3% 28.1%

Provincial Per Capita GDP (Ratio to Beijing)

Source: National Bureau of Statistics of China.



Potential Benefits for China from CTRL (2)

• If more manufacturing base can be created in inner provinces of China, 

such as Yunnan and other nearly provinces, this will help to accelerate 

development and reduce disparities with the richer coastal provinces.

• However, logistic costs of exporting from the inner provinces are 

rather high. A North-South rail link to ports in Thailand could help to 

reduce logistic costs and facilitate growth of manufacturing in China’s 

inner provinces, and help to reduce provincial income disparities.

• In addition, if China cooperates with Thailand to develop the North-

South rail corridor, China stands to benefit from selling her railway 

technology to be used in developing the railway corridor.



Earlier ADB study of Singapore -

Kunming Rail Link (SKRL).

• Not CTRL as routes mostly go 

around Thailand.

• Although Thai railways goes up to 

Nong Khai on the Thailand-Lao 

PDR border near Vientiane, the 

important issue is the lack of 

railways in Lao PDR (apart from a 

short line from Nong Khai to 

Thanaleng Station built with 

financial assistance from Thailand 

and operating since 2009).



More Direct CTRL via Chiang Rai

• Under consideration since early 

thinking about CTRL as the route 

is probably the most direct.

• However, there are many 

problems, such as very hilly 

terrains and important 

environmental issues with having 

to go through river source areas.

• Even more of a problem is what 

benefits will Lao PDR get from the 

rail link. The line goes through 

Lao PDR for only about 150 km. 

in sparsely populated areas. Lao 

PDR will only be a transit country. 

• The issue of benefit sharing for 

Lao PDR as a land-link country is 

critical for the success of any 

CTRL that goes through Lao PDR.



China-Lao PDR-Thailand Rail Link 

(CLTRL)

• The most feasible CTRL will 

likely be a China-Lao PDR-

Thailand Rail Link (CLTRL) with 

a substantial length of track in Lao 

PDR from the Chinese border to 

Vientiane and via Nong Khai 

down to the Bangkok area.

• Probably the most feasible in terms 

of appropriate benefit sharing.

• However, still not easy to 

implement.



Potential Benefits for Lao PDR from CLTRL

• For Lao PDR, CLTRL, with about 500 km. of railways inside Lao 

PDR from Vientiane to the Chinese border, will be a substantial 

addition to its transport infrastructure.

• The railway corridor can be developed as an economic corridor to 

attract new economic activities, either those serving transport activities 

directly, such as packaging, storage and distribution facilities, or those 

that become viable given the railway corridor, such as industrial estates 

and export processing zones.

• This should bring about increases in trade, investment and tourism and 

benefit Lao PDR.

• However, given the small relative size of Lao PDR compared to 

Yunnan province and Thailand, the benefits to Lao PDR will be much 

smaller that those for Yunnan and Thailand. Apart from domestic usage 

of CLTRL, Lao PDR will play an important role as a “Transit 

Country” for rail transportation between China and Thailand.



Yunnan – Lao PDR – Thailand Comparison

Source: ADB, Key Indicators for Asia and the Pacific and China National Bureau of Statistics

2014 

Population 

(Million)

2014 GDP per 

capita 

(Current US$)

2014 GDP 

Size (US$ 

billion)

Average Real 

GDP Growth 

(2010-14)

Yunnan Province 47.0 4,438 208.60 11.3%

Lao PDR 6.8 1,726 11.75 7.9%

Thailand 67.0 6,042 404.82 2.9%



Benefit Sharing for Transit Countries

• Lao PDR is a landlocked country. However, Lao PDR views herself as 

a land-linked country. That is most major corridors linking Lao PDR’s 

neighbors together need to go through Lao PDR, whether the North-

South rail corridor, or East-West corridor linking Thailand and 

Vietnam.  So for most of the corridors, Lao PDR is the main transit 

country and the issue of appropriate benefit sharing for a transit 

country becomes very important.

• There are experiences that one can draw upon from Europe.

• Both Switzerland and Austria play the role of transit countries for land 

transport between Germany and Italy. Because Austria belongs to the 

European Union (EU) while Switzerland does not, the approach to 

sharing the benefits of the transit corridor is very different.



Benefit Sharing for Transit Countries (2)

• In the Swiss case, Switzerland pays for all the infrastructure 

investment but charges high tolls to recoup the investment cost. This 

means that the logistic cost of using the corridor will be high and 

reduces the effectiveness of the connectivity.

• Of course, Switzerland may be concerned about impacts on the 

environment, road damage, accidents, congestion etc., and may want to 

limit the transit use.

• In the case of Austria, as she is a member of the EU, there are 

mechanisms for Austria’s EU neighbors to help fund the infrastructure 

investment and maintenance costs in return for low tolls. EU vehicle 

and safety standards also help to control environmental impacts, road 

damage and accidents.



Benefit Sharing for Transit Countries (3)

• For Lao PDR, the Swiss experience is not applicable. Most 

importantly, Lao PDR does not have the financial resources to invest in 

a huge railway project, and for Lao PDR to benefit sufficiently from 

the rail link, the link needs to go through Vientiane to the Chinese 

border, a distance of 500 km. or so, meaning a huge investment. So the 

Austrian model would be more appropriate.

• However, there is no EU like institution to deal with cost and benefit 

sharing for China, Lao PDR and Thailand, so the three stakeholder 

countries need to have serious discussions about developing such a rail 

corridor, the main service objectives (freight/passengers) the physical 

design of the project (gauge, tracks, speed, fuel power, environment 

and safety standards etc.), the funding and cost sharing mechanism for 

investment and maintenance, the institutional and business operation 

models, the fares, revenue sharing and transit toll charges , etc.

• Clearly, a Trilateral approach is needed.



Benefit Sharing for Transit Countries (4)

• At present, we only have bilateral negotiations; China-Thailand and 
China-Lao PDR. Unfortunately, 2 plus 2 does not equal 3.

• This has already created problems for a railway project between 
Thailand and Lao PDR to extend the railway line (1 meter guage, 
diesel power) connecting Nong Khai to Thanaleng to reach Vientaine. 
This was agreed in principle several years ago to be financed by ODA 
from Thailand. However, until it is clear what rail development will 
happen on the Bangkok to Nong Khai line and the rail development 
within Lao PDR through the negotiation with China, it is very risky for 
Loa PDR to commit to the rail extension.

• Even the future border crossing point is in doubt as the Lao PDR-
Thailand Friendship bridge in Nong Khai, which is the current 
crossing, is too narrow, so when a train crosses the bridge all road 
traffic cannot use the bridge. At present closure to road traffic only 
happens 4 times a day (about 15 minutes each time), but if CLTRL 
becomes a reality there will be many crossings each day so it is likely 
that a new route and a new bridge will be needed. These kinds of 
uncertainties create too much risks for Lao PDR to commit to the rail 
extension project.



Benefit Sharing for Transit Countries (5)

• For Thailand, it is also very risky to finalize what rail investment 

should be carried out on the Bangkok to Nong Khai route until it is 

clear what railway development will happen in Lao PDR through the 

negotiation with China.

• As the land-linked country, if Lao PDR does not go along with a rail 

project from Vientiane to the Chinese border as part of the CLTRL, 

then the railway to Nong Khai will simply end at Nong Khai (or 

possibly go on to Vientiane). Traffic usage will be low (currently there 

are only 4 trains a day each way without much congestion). In this 

case, major infrastructure upgrades on this route is likely to be 

wasteful.

• Even the planned medium-high speed rail development between 

Bangkok and Nakhon Ratchasima is very risky as the government is at 

the same time building a motorway to Nakhon Ratchasima which will 

make coach service much faster than now.



Benefit Sharing for Transit Countries (6)

• To be more effective in developing the CLTRL, a Trilateral approach 

involving China, Lao PDR and Thailand is crucial.

• The various bilateral mechanisms should be replaced by a trilateral one 

as soon as possible to negotiate and work out the fine details of the 

CLTRL including the physical infrastructures, operations and the 

sharing of costs and benefits.

• With a Trilateral approach, there will be some chance that a truly 

effective North-South rail link from Kunming down to Vientaine, 

Bangkok and Thailand’s Eastern Seaboard, and possibly on to 

Singapore in the long-run, will finally be realized.



Thank You for Your Attention


