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Table 7.1 Free Trade Agreements Involving Thailand

Source: the Thailand Development Research Institute
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Figure 7.2 Free Trade Agreements Involving Thailand

7.3 Thailandûs FTA Negotiations Progress

7.3.1 ASEAN-China
The Peopleûs Republic of China, with a total population of over 1.2 billion, has an

advantage of being able to manufacture economy products simultaneously with

state-of-the-art ones made by outsourcing companies from developed countries.

According to the Thai government, the enormous Chinese market and its purchasing

power can provide a great opportunity for Thai goods, while the Thai market weights

only a fraction of Chinaûs manufacturing power. Most of the WTO members continue
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to consider China a non-market economy where the government either heavily

subsidizes or acts as manufacturer itself, so prices can be easily manipulated.

However, Thailand has become the fourth country that recognized China as a

full-market economy. In doing so, Thailand has committed to using the dispute

settlement mechanism instead of immediate measures when faced with issues or

conflicts in trade such as market dumping. Allowing free trade with China also

requires the Thai agricultural and industrial sectors to improve their competitiveness.

Among the goods possibly threatened by Chinese imports are textiles, wearing

apparel, electrical equipment, and a number of agricultural products including garlic,

onion, mandarin, grape, other fruits and vegetables. At the same time, many tropical

fruits from Thailand such as longan and durian will have a chance to enter Chinese

market.

Thailand has been negotiating FTA with China under the ASEAN-China framework

simultaneously with bilateral agreements on selected goods. The progress made

can be summarized as follow:

1. The ASEAN and Chinese leaders signed the Framework Agreement on

ASEAN-China Comprehensive Economic Cooperation on November 4th, 2002, in

Cambodia during the ASEAN-China Summit. This comprehensive agreement covers

trade in goods and service, investment, and other economic cooperation to provide

guidance for the establishment of free trade and cooperation.

2. An agreement was made on Early Harvest Programme (HS Code Chapter

01-08) comprising unprepared agricultural goods, vegetables, fruit, cattle, and fish

or crustaceans, molluscs or other aquatic invertebrates. Their tariffs were scheduled

to be reduced to zero in three years (January 1st, 2004-January 1st, 2006)

An agreement on Early Harvest between Thailand and China was made on June

18th, 2003 in Beijing, Peopleûs Republic of China. It covered tariffs reduction on all
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vegetable and fruit products in HS Code Chapter 01-08 (116 lines at the 6 digit

level) to 0 percent tariff by October 1st, 2003. Two specific products i.e. anthracite

and coke and semi-coke, were also included in this Early Harvest Programme.

3. Latest development: During the 10th ASEAN Summit held in Vientiane,

Lao PDR,  November 29th-30th, 2004, ASEAN and Chinese economic ministries signed

the agreements on trade in goods and dispute settlement mechanism of the ASEAN-

China Free Trade Agreement. These agreements covered all products, and were

entered into force on January 1st, 2005. The products were categorized for tariff

reduction purposes as follow:

(a) Normal Track: the 6 ASEAN countries and China were to have their

tariffs reduced to 0 percent over the period from July 14th, 2005 to 2010. Some tariff

lines, not exceeding 150, were allowed to be reduced to 0% in an additional 2 years

period (2012).

(b) Sensitive Track: the 6 ASEAN countries and China were to have their

tariffs reduced to 20% in 2012, with a final tariff between 0-5 percent by 2018.

Selected tariff lines, not exceeding 100, were allowed to be reduced to 50 percent in

2015.

7.3.2 Thailand-India
With 1.01 billion population, India is a gigantic market comparable in size with

China. In establishing the Free Trade Area between the two countries, Thailand

expected to expand export of agricultural goods i.e. rice, prepared food, fruit, and

frozen meat. Import was also expected to grow in industrial goods similar to Chinese

import, namely, textiles, wearing apparel, and electrical and electronics apparatus.

Development of the negotiation can be summarized as follow:

(1) The Framework Agreement for Establishing Free Trade Area between

the Kingdom of Thailand and the Republic of India was signed on October 9th, 2003,

in Bangkok. Key areas covered by the framework include:
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- Trade in goods: Negotiation on trade in goods was to begin in January

2004 and completed by March 2005. The free trade in goods was to be established

by 2010.

- Trade in services and investment: Free trade in services in selected

sectors was planned. Negotiation was scheduled to begin in January 2004 and

completed by January 2006.

Guidelines were also agreed upon for the removal of trade barriers including trade

facilitations comprising mutual recognition arrangement (MRA), Customs cooperation,

business visa and travel facilitation, and reduction/removal of non-tariff barriers

(NTBs).

(2) The Early Harvest Scheme was agreed upon. To implement the agreement,

tariff reduction was set at the annual rates of 50, 75, and 100 percent of the applied

Most Favored Nations (MFN) rates to be commenced on September 1st, 2003 and

ended on September 1st, 2006. The EHS covered 82 products including rambutan,

longan, mangosteen, durian, grape, wheat, canned seafood i.e. sardine, salmon,

mackerel and crab, and industrial products including precious stones and jewelry

(semi-precious stones), plastic granules, air conditioner and parts, fans, refrigerators,

television and parts, milling machines, transformers, data processing machines,

printed circuits, furniture parts, ball bearings and engine parts.

(3) Latest development: The parties are currently considering general tariff

reduction implementation and categorization of products for tariff elimination/

reduction purposes. Recently, Thailand hosted the Sixth Thailand-India Trade

Negotiating Committeeûs Meeting on February 1st-4th, 2005, in Pattaya. The next

meeting was scheduled in March, 2005 in India.
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7.3.3 Thailand-Bahrain
Bahrain is considered a gateway to the Gulf Corporation Council (GCC), a customs

union of 6 countries including Saudi Arabia, Bahrain, Kuwait, Oman, Qatar, and

United Arab Emirates. The GCC has 31 million population with high purchasing

power which exports from Thailand can benefit from.

The framework agreement on Closer Economic Partnership (CEP) between Thailand

and Bahrain was signed and entered into force on December 29th, 2002. The Early

Harvest Scheme contains 626 goods listed either as 0 or 3 percent tariff rates. Those

with 3 percent rate tariff are to be reduced to 0 percent by January 1st, 2005.

However, Bahrain declared late in 2004 that, due to difficulties found in the

implementation of selected goods tariff reduction under the Early Harvest Scheme,

the Arabian Kingdom prefers all goods, including those under EHS, under a single

comprehensive agreement instead.

7.3.4 Thailand-Peru
Peru has a population of 27 million. The countryûs aim of becoming South Americaûs

center for Information Technology leads to establishing trade in services with Thailand.

Peru wishes to have IT as the pilot trade, while Thailand shows great interest in

Peruûs high quality flours of fish for animal food manufacturing. The progress made

can be summarized as follow:

(1) The framework agreement on Closer Economic Partnership between

Thailand and Peru was signed on October 17th, 2003, with provisions to begin

negotiation in early 2004. It is expected that negotiations can be concluded by the

year 2005, and become completely effective by 2015.

(2) Latest development: Thailand recently hosted the Fifth Thai-Peru Free

Trade Agreement Negotiation in Bangkok on November 8th-11th, 2004. However, the

expected targets could not be reached due to different views over a number of
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sensitive issues, especially in agricultural products and rules of origin. The negotiation

included:

- Trade in goods: Though both sides agreed in the previous negotiation on

Early Harvest, in this meeting Thailand was reluctant since Peru listed an

overwhelming number of products to undergo over 5 years long tariff reduction and

rigorously protected their agricultural products. The two countries also had different

views of the rules of origin. As the Peru side proposed disciplines exceeding the

WTO provisions, it is not possible for Thai products to be exported under the FTA.

Consequently, it was suggested that this issue should be presented to the decision

makers for further action.

- Trade in services and investment: In general, negotiations on this have

proceeded satisfactorily but both sides still have different views on some principles

affecting trade in services. Investment, on the contrary, was not scheduled in this

round of negotiation.

7.3.5 Thailand-Australia
Australia is a market of 19.8 million population. As a developed country, their

technological advancement is on a par with that of European countries. Thailand

expected to benefit from importing more Australian technological products as well

as expanding Thai exports market. Since Australiaûs Customs Duties are already at

low rates, especially on capital goods and raw materials, the Thai side tends to

focus more on reducing Non-Tariff Measures.

The Thailand-Australia Free Trade Agreement was signed on July 5th, 2004, in

Canberra, Australia. The FTA, which entered into force on January 1st, 2005, has a

comprehensive coverage comprising free trade in goods, services, investment, and

a range of economic cooperation of mutual interests e.g. e-commerce, intellectual

property, government procurements, and competition policy. Implementations of

the FTA include:
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(1) Tariff reduction

- Thai tariff schedule: approximately 49 percent of products will have 0

percent tariff on the date the agreement entered into force. The remaining 51

percent will be gradually reduced to 0 percent by 2010. Some sensitive agricultural

and industrial products require longer periods of time for tariff reduction. Their tariff

will be reduced to 0 percent within 10, 15, or 20 years as deemed necessary. Special

safeguards are provided for specific products in case the import exceeds its quota.

The Thai market for agricultural goods with tariff quota i.e. milk, potatoes, sugar,

tea, coffee, and maize will be progressively opened to Australia at different paces,

either by quantity or time.

- Australian tariff schedule: approximately 83 percent of products will

have 0 percent tariff immediately (about half of them already have it), the remaining

will gradually have their tariff reduced to 0 percent either by 2010 or 2015. All

agricultural products will immediately have their tariff eliminated except tunas,

skipjack and bonito (Sarda spp.), which will do so in 2010. Special safeguards were

requested for these products as well as for canned pineapple. Industrial products

will immediately have 0 percent tariff except high tariff products (4-25 percent)

which will be subject to gradual reduction. As for articles of apparel and clothing

accessories which have 25 percent tariff, Australia will reduce it by a half (to 12.5

percent) on the date the agreement went into effect. The tariff will be further

reduced to 5 percent in 2010, and 0 percent in 2015.

(2) Market access for trade in services and investment

- Thailand allows Australian investorsû equity participation of 49.99 percent

in all business services except communication, transport, and finance. Australian

investorsû equity participation of up to 60 percent is allowed in 2005 for activities

under communication services including computer, construction, education,

distribution, tourism and travel related services, marina facilities, as well as mining

and manufacturing (which is not included in List 1 and 2 of the Foreign Business

Act). Australian investors and service suppliers will have access to the one stop
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service centre for visa and work permit and be entitled to relaxed documentary

requirements when applying for work permits. Australian business people who hold

the APEC Business Travel Card (ABTC) will also be permitted to attend business

meetings/seminars in Thailand with greater flexibility.

- Australia permits Thai nationals to invest in businesses and make

acquisitions of real estate without prior approval except in selected business. Thai

service sellers are allowed to enter Australia and work under extended maximum

stay, especially specialized Thai chefs who have gained National Skills Standard

qualifications. Thai businesses and nationals are also entitled to selected activities

under business services sector not allowed to less favored nations. This includes

services such as professional, communication, environmental, financial, transport,

and tuition in Thai language, Thai cuisine, as well as maintenance and repair of

motor vehicles services.

(3) Application of measures i.e. sanitary and phytosanitary measures (SPS),

rules of origin, other provisions such as promotion and protection of investments,

transparent administration of laws and regulations, as well as promotion of cooperation

in electronic commerce, intellectual property, competition policy, and government

procurement. Most are based on the existing WTO and APEC agreement on

measures but with more details added for greater clarity.

7.3.6 Thailand-Japan
Japan has a population of 128 million. It is one of the countries where the highest

goods standards were required and protection for domestic products was extensive.

In FTA negotiations, the Thai side expected to tackle issues such as trade barriers

and market access for agricultural products, while Japan specifically excluded

liberalization of agricultural products grown or reared domestically. The progress

made can be summarized as follow:
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(1) In 2001, Thailand and Japan agreed to enter into negotiations for a

Closer Economic Partnership (CEP) covering the establishment of a bilateral Free

Trade Agreement (FTA). The initiative was subsequently extended to cover trade,

investment, industrial and human resource development.  A working group was

formed in order to prepare substantive ground works for the Japan-Thailand

Economic Partnership (JTEP).

(2) At the ASEAN-Japan Commemorative Summit held during December

11th-12th, 2003 in Tokyo, Japan, the Thai and Japanese Prime Ministers jointly

announced the initiation of negotiations for establishing Japan-Thailand Economic

Partnership Agreement (JTEP).

(3) Between February 2004 and January 2005, Thailand and Japan held 5

rounds of formal negotiations for the JTEP. Consequently, the JTEP structure, range

of issues, and directions of negotiations were agreed upon, especially priority

issues for both sides and issues more likely to be concluded.

(4) Latest development (April 2005): Thailand hosted the seventh round of

JTEP negotiations during March 7th-April 1st, 2005, in Nakhon Ratchasima. The

issues dealt with included:

- The Japanese Ministry of Agriculture, Forestry and Fisheries provided

the Thai side with a letter of intention stating requests the Japanese side was

ready to respond to in the liberalization of agricultural products and agricultural

cooperation. Emphasis was put on issues such as SPS measures and cooperation

between cooperatives. Thailand was to enjoy privileges at least equal to or exceeding

those granted by Japan to the Philippines.

- The Japanese side agreed to reduce tariff and increase quotas for Thai

food and agricultural products comprising prepared chicken meat, esterified starch,

rice bran oil, canned tuna, fruit, and cane molasses.

- The Thai side agreed to maintain a base tariff rate (approximately 7-9.5 percent)
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on some sensitive products such as hot-rolled steel for 10 years from the date of

entry into force of the agreement. Tariff reduction will commence on the 11th year,

and elimination will be achieved by the 15th year. As for auto parts, the products

will be removed from the exclusion list and their tariff rates will be reduced from

10-30 percent the date of entry into force of the agreement and eliminated by the

15th year. The Thai side had made clear their position on maintaining the tariff rate

for passenger cars with engines not exceeding 3,000 cc, while the tariff rate for

passenger cars with engines exceeding 3,000 cc will be renegotiated in the next

3 years.

- The Japanese side agreed on cooperation on SPS and cooperation

between Thai and Japanese cooperatives.

- The parties were able to conclude agreements on liberalization of trade

in services and movement of natural persons in many sectors i.e. Thai cook,

advertisement services, conference and exhibition services. It was agreed in principle

for Thai nationals to invest in spa services in Japan, and graduates from university

or college in Thailand to gain acceptance as spa managers or instructors of spa

service. In addition, the parties also negotiated cooperation related to agriculture,

education and human resources development, science, technology, energy and

environment, information and communication technology (ICT), tourism, SMEs and

promotion of trade and investment.

7.3.7 Thailand-New Zealand
New Zealand has a population of 4 million. The country agreed to enter into FTA

negotiations with Thailand similarly in process and coverage as Australia The

latest development includes:

(1) The Prime Ministers of Thailand and New Zealand agreed during the

APEC economic leadersû meeting  held in Thailand on October 20th, 2003, to begin

consultations for the Closer Economic Partnership Agreement between the two

countries.



The White Paper on Small and Medium Enterpricses of Thailand in 2004 and Trends 2005

7-15

(2) Negotiations on FTA between Thailand and New Zealand commenced

on May 2004 and concluded on November the same year. The agreement was

signed on April 19th, 2005, to be entering into force on July 1st, 2005.

(3) The agreement consisted of:

- Trade in goods: the parties agreed to immediately eliminate trade barriers,

Thailand offered elimination of tariffs on approximately 54 percent of her list of

products, while New Zealand offered likewise to approximately 79 percent of hers.

- Negotiations on trade in services are to commence 3 years after the date

of entry into force of the agreement.

- The parties agreed to issue side letters concerning SPS measures and

temporary entry. As for SPS market access, the Thai side proposed for New Zealandûs

consideration of risk assessment a list of products consisting of longan, lychee,

mangosteen, fresh ginger and durian. The New Zealand side, in like manner,

requested alternative measures for importation into Thailand of potatoes for

processing. Agreements were made on temporary employment for Thai chefs holding

national skills standard certificates issued by the Department of Skill Development

to enter New Zealand for a period of 4 years. New Zealand also agreed to develop

a system to recognize the qualifications of traditional Thai massage therapists

within 3 years.

- The parties were to issue the Agreed Minutes describing special

safeguards and denial of benefits to facilitate mutual understanding on the issues.

- The parties were able to conclude the bilateral safeguards issue using

the TAFTA as a basis reference.

7.3.8 Thailand-the United States of America
With a population of 291 million, The US is one of the most important markets for

Thai exports. The United States is interested in negotiating a free trade agreement

with Thailand in exchange for liberalization of investment, selected services

(telecommunications, finance and transport) and protection of intellectual property.

The progress made can be summarized as follow:
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(1) On October 19th, 2003 the Prime Minister of Thailand and the President

of the United States agreed to negotiate a bilateral free trade agreement (FTA)

between Thai-the US.

(2) The agreement was comprehensive, covering a total of 22 issues set by

both sidesû negotiators including:

Group A - Trade in Goods; consisting of

• Market  Access for  Industrial Products

• Market  Access for  Agricultural Products

• Market  Access for  Textile and Apparel Products

• Rules of Origin

• Customs Procedures

• SPS / TBT

• Trade Remedies

Group B - Trade in Services, investment and movement of natural

persons; comprising

• Cross Border Services

• Financial Services

• E-commerce

• Investment

• Telecommunication

• Mobility of Business People

Group C - Intellectual Property Rights

Group D - Capacity Building Cooperation; consisting of

• SMEs and other Cooperation

• Service and  Technology

Group E - comprising

• Labor

• Environment
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      and Group F - encompassing

• Transparency

• Dispute  Settlement

• General Provisions

• Final  Provisions

(4) On the second round of Thailand-US FTA negotiations held on October

11th-15th, 2004 in Hawaii, the issue of SMEs and other cooperation was added to

the agenda. It emphasized assistance and development in order to help Thailand

maximize benefits from the agreement. This round of talk also saw exchange of

information and opinions on issues yet to be concluded by the parties, i.e. services,

labor, environment, intellectual property rights and trade remedies.

(5) Recently, on the third round of talk held on April 4th-8th, 2005 at Pattaya,

the main focus was on exchange of information covering trade in goods, services

and investment. Issues emphasized by the US side comprised intellectual property

rights, competition policy, government procurement, labor, environment, finance

and telecommunication.

7.3.9 BIMST-EC
BIMST-EC is a regional economic cooperation of 7 countries consisting of Bangladesh,

India, Myanmar, Sri Lanka, Nepal, Bhutan and Thailand. A framework agreement

on BIMST-EC was signed by the 6 members on February 8th, 2004, then by Bangladesh

on June 25th, 2004. The framework required the establishment of the Trade

Negotiations Committee (TNC) to carry out talks to conclude the agreement as set

out. The framework agreement composed of:

- Trade in goods; the parties agreed to enter into negotiations for tariffs

reduction/elimination of products by categorizing them into different tracks namely,

Fast Track and Normal Track by 2005.  Products that are not subject to tariff

reduction are listed under Negative List. Their number is to be kept to minimal.
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Negotiations comprise tariff reduction/elimination program and compensation, rules

of origin, treatment of products with quota and non-tariff barriers/measures.

- Trade in services; negotiations were directed toward substantial sectoral

coverage through a positive list approach. Provision was made for special and

differential treatment and flexibility to the least developed countries in the region.

- Investment; the parties are to enter into negotiations in order to progressively

liberalize the investment regime through a positive list approach.

- Other economic cooperation; the BIMST-EC parties agreed to strengthen

their cooperation including facilitating Mutual Recognition Arrangements (MRA)

and customs cooperation.

(2) Latest development Nepal hosted the third BIMST-EC TNC meeting

on March 7th-10th, 2005 at Kathmandu. Negotiations included:

-  The provision on trade in goods was reviewed for the second time. The

committee agreed to revise a number of articles including the preamble, measures

for comprehensive free trade area, national treatment, transparency, administrative

fees and formalities, anti-dumping measures, subsidies and countervailing measures,

general exceptions and security exceptions. Other issues are to be discussed in

details in the future meetings.

- The parties exchanged views on modalities governing tariff reduction/

elimination emphasizing the number of products under the substantially all the

trade approach, a maximum ceiling for products in the Negative List, tariff reduction

by margin of preferences (MOP) or other measures, principles governing reciprocal

commitments and special treatment for the least developed countries. All negotiations

are based on harmonized system codes at 6-digit level, and the 2005 tariffs rate.

- Rules of origin and customs procedures; the committee agreed in

principle to accept the draft provision proposed by India. However, some parties

also suggested additional provisions on definitions, consultation mechanism, and

specific OCP rules. The committee therefore agreed to continue discussion at the

next meeting.
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- Dispute settlement mechanism; after discussion, the parties agreed to

accept the draft provision proposed by Thailand. This agreement covers mechanism

for all disputes including trade in goods, trade in services and investment. The

remaining issues requiring the partiesû decision are duties and responsibilities of

the dispute settlement body, needs for a permanent dispute settlement body,

implementation of the bodyûs decision and appeal procedures.

7.3.10 Thailand-EFTA
Another FTA currently under negotiation is between Thailand and an intergovernmental

organization called the Europe Free Trade Association. EFTAûs member states are

Norway, Iceland, Switzerland, and Liechtenstein. The progress made included:

(1) During his official visit to Thailand on March 17th-19th, 2003 the

president of the Swiss Confederation proposed to the Prime Minister of Thailand

that they should explore the possibility of establishing the Thailand-EFTA Free

Trade Agreement, and received the Thai Prime Ministerûs full support.

(2) Thailand and the EFTA held an unofficial discussion on January 10th,

2005 to explore the framework, approaches, and schedule of negotiations. The Thai

side proposed that the agreement should be comprehensive, with enough flexibility

to facilitate conclusion as well as creating mutual benefits in conformity with the

WTO principles. The negotiations are to be concluded within a year. The Thai-EFTA

free trade agreement will cover trade in goods, services, investment, government

procurement, competition policy, intellectual property rights, and cooperation

between parties.

(3)  Recently, a talk was held on May 10th-12th, 2005 at Reykjavik, Iceland,

to exchange information on trade, rules and regulations, relevant measures, and

commitments under other FTAs concluded by the parties. It also aimed at exploring

both sidesû view and expectations on each issue being discussed.
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