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Regional Trade Agreements and Thailand’s Strategy

Thailand Development Research Institute Foundation*

The National Institute of Development Administration*

During the last three decades, there was a rapid increase in the number of
Preferential Trading Agreements both at the regional level and bilateral level. Regional
Trade Agreements (RTAs) vary greatly with respect to number of members, level of
income and economic development, size of the economy, and depth of agreements.

Economic integration, both regional and bilateral, related to Thailand also has
been rapidly increased in the last decade. Thai policy makers, at the present time, seems
to employ PTAs strategy during the slow process of multilateral negotiation as a vehicle
to expand trade and investment to get out of the economic downturn.

It is necessary for Thailand to analyze the impacts of these increasing numbers of
PTAs. By assessing the current status and the potential development of the arrangements,
one shall be able to identify the direction that the country is moving toward and provides
suggestions to make the greatest benefit to the country. The current development of
regional grouping is emphasized on widening the group (adding new members or creating
another arrangement) as well as deepening the relationship within the group.

The evidence from theoretical framework and empirical studies suggest that
global multilateral trading agreements provide the greatest benefits from trade
liberalization. Preference trade agreements (PTAs) are the second best solution to
achieve trade liberalization. While PTAs reduce trade barriers and should increase trade
among members known as trade creation effect, they distort comparative advantage and
diverse trade form more efficient nonmember countries. This is called trade diversion
effect that creates welfare loss.

Besides trade and investment prospects, PTAs might have other benefits such as
enhancing regional security, promoting technology transfer, reducing non-trade barrier,
facilitating trade fransaction, and supporting multilateral negotiations.

The question facing concerned policymakers is how to achieve fuller benefits of
increased openness to trade from regional and bilateral agreements. To achieve the
greatest benefit from trade liberalization, the grouping should be developed such that the
comparative advantage of countries relative to each other is similar to the rest of the
world. This is likely to be the case when PTAs account for the large share of world GDP,

* The authors are Apichat Pongsirirushakul, Duangrudee Sirisatien and Onanood Phadoongvithee from
International Economic Relations Program, TDRIL
* The authors are Wisarn Pupphavesa, Nattapong Thongpakde, Prasopchoke Mongsawad and Santi

Chaisrisawatsuk from Center International Economic and Development Strategy, NIDA.



greater number of members and diversified economies. This principle will create trade
among members with little trade diversion. This principle will also enable the group to
attract quality FDI. PTAs should aiso include industry coverage in the agreement as
comprehensive as possible in order to foster competition. To lessen trade diversion effect,
tarift rates applied to nonmembers should not be too high compared with those
preferential rates imposed on members’ products. Furthermore, members should
minimize the dispersion of external tariffs among them to reduce the amount of trade
diversion through indirect trade deflection.

Hence, the major concern in the negotiation to create RTAs is to be placed on the
benefits from liberalization in trade, both goods and services, and investment. For
Thailand, grouping and agreements with small less developed countries may not generate
much benefit. AFTA and ASEAN-China free trade area are the regional trading
arrangements that should received high degree of involvement and interest. Furthermore,
APEC and GMS are viewed as supporting agreements to reach free trade. While APEC
plays the role of setting a broad policy framework to improve efficiency and compelitive
ability, and transfer of technology. GMS enhances the benefits from regional
liberalization. The initiation of ASEAN-China free trade area has received a warm
welcome and both sides are pursuing complete the arrangement within 10 years. Thailand
has a high expectation and very keen on accelerating the liberalization process. However,
the lack of common interest among ASEAN members, especially Thailand and the rest of
ASEAN, can post a significant threat and delay the completion of ASEAN-China free
trade arca.

Regionalism and bilateralism can generate benefits as mentioned above, they can
also create complications such that countries become embedded in a “Spaghetti Bowl” of
mutually inconsistent trade preferences/restrictions. The complexity of exchanges of
preferences and restrictions between countries will add to transaction cost and
inefficiency.

To reduce cost of negotiations and fransaction cost from complexity of trade
preferences/restrictions, applying the common framework and agreement to all PTAs will
alleviate the problems. Thailand should consider utilizing AFTA framework as a basic
groundwork for other regional and bilateral negotiations. Since Thailand has already
committed to AFTA to lower tariff to 0-5 percent in the year 2010, negotiation according
to AFTA framework will be consistent to her future tariff structure. Negotiation on the
basis of AFTA-plus, i.e. liberalization not less than AFTA agreement, will also lock in the
Thai liberalization policy.
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ASEAN Free Trade Area; AFTA
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2.2 MSEsNEI NN

Asia-Pacific Economic Cooperation ! APEC
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Asia-Europe Meeting | ASEM
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ASEAN-Australia and New Zealand Free Trade Area : AFTA-CER
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Bangladesh~India-Myanmar-5ri Lanka-Thailand Economic Cooperation : BIMST-EC
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Greater Mekong Subregional Economic Coperation | GMS-EC
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Indonesia—Malaysia-Thailand Growth Triangle | IMT-GT
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ADB Asian Development Bank

AEM ASEAN Economic Ministers

AFTA ASEAN Free Trade Area

AFTA-CER ASEAN-Australia and New Zealand Free Trade Area

APEC Asia-Pacific Economic Cooperation

ASEAN Association of Southeast Asian Nations

ASEM Asia-Europe Meeting

BIMST-EC Buangladesh-1ndia-Myanmar- Sri Lanka-Thailand Economic Cooperation

CER Australia-New Zealand Closer Economic Reldtions Trade Agrecement

CGE Computable general equilibrium

ECO Economic Cooperation Organization

EFTA European Free Trade Association

FDI Foreign direct investment

FTA Free trade agrecment

FTAA Free Trade Area of the Americas

GATS The General Agreement on Trade in Services

GMS-EC Greater Mekong Subregional Economic Coaoperation

GSP Generalized System of Preferences

IMT-GT Indonesia~Malaysia-Thailand Growth Triangle

ITA Information Technology Agreement

MEN Most-favored nation

Mercosur Southern Common Market

NAFTA North American Free Trade Agreement

SAARC South Asian Association for Regional Cooperation

SAPTA SAARC Preferential Trading Arrangement

SPARTECA South Pacific Regional Trade and Economic Cooperation Agrcement

WTO World Trade Organization
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World Trade Organization and Preferential Trade Agreements, Membership Status of Developing Member Countries, 2001.
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Developi World Trade Organization Membership Stat FEIE 2|2 %|2|25|2
eveloping orld Trade Organization Membership Status Sl =2ZIo(B1&l515135(%
Member Country (Date of Membership or Date Working Party Established)
Afghanistan | | I |. } l | ] I |
Azerbaijan Applicant (16 July 1997). Submitted a memorandum on | | | ® I. ] I I ' | |
its foreign trade regime in April 1999. A first sel of
questions concerning the memorandum was circulated in
July 2000 and a second set in December 2001.
Bangladesh Member ( 1 January 1995). | l | I |. | I‘ l. | |
Bhutan Applicant (15 July 1999). Not submitted 2 memorandum on | | | | | | I ® | ® | |
its foreign trade regime. The working party has not yet met.
Cambodia Applicant (21 December 1994). Submitted 2 memorandum l. | | | | | | I | |
on its foreign trade regime in June 1999. Replied to questions
concerning the memorandum were circulated in January 2001.
First meeting of the working party took place on 22 April 2001,
The next meeting is planned for the first quarter of 2002.
China, People’s Rep. Of Member (11 December 2001). [ l. | [ [ l | [ I I
EEEEEEEE0
Fiji Islands Member ( 14 January 1996) I | | I | | ¢ | | | L |
Hong Kong, China Member ( 1 January 1995) | |. | | | | | | | |
India Member ( 1 January 1995) | | | | l. I |. | @ I ]
Indonesia Member ( 1 January 1995) | [ ] I o | ! | o I | I | I
Kazakhstan Applicant (6 February 1996). Last meeting of the working | | | o ] ® | | 1 | I l
party was in Qctober 1998. Bilateral market access negoliations
in goods and services commenced in October 1997, and are
continuing based on a revised goods offer and the existing services
offer. Working party last met in July 2001.
Kiribai LI T Tef
Korea, Republic of l l ® | l I. | I l l ‘

Kyrgyz Republic

FITHMANUIN ... (618)

Member { 20 December 1998)

L[ lefef [ | | ||
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Developing World Trade Organization Membership Status § E § 8 § 5 ”E’ ; x é
Member Country (Date of Membership or Date Working Party Established)
Lao People’s Dem. Rep. Applicant (14 April 1999). Memorandum on its forcign trade | @
regime was circulated in June 2001. The first meeting of the
working party is expected to take place in the half of 2002.
Malaysia Member { 1 January 1995) l. l ® | | | ® | | | [ |
Maldives Member { 31 May 1995) I | l | | | |. | ® [ |
Marshall Islands | l I I ] l I J | ® |
Micronesia, Federated States of | l | I I I l I | ® |
Mongolia HEEEEREEE
My OEEEOEEEE
Naors HEEEEEEEO
Nepal Applicant (21 June 1999). The first meeting of the working [ I J I l I l [ ] | ¢ | |
party took place in May 2000. Market access negotiations
commenced in September 2000, The next meeting of the
working party is expected to be held in 2002,
Pakistan Member (1 January 1995) [ | [ | ® |. I | ® l. I I
Papua New Guinea Member (9 June 1996) | | [ ] | I l l ® | I | ® |
Philippines Member (1 January 1995) ojef | Jof | | [ |
Samoa Applicant (15 July 1998). Memorandum on its foreign trade l | | I | | I I | o I
regime was circulated in February 2000. Replies to a first
set of questions concerning the memorandum were circulated
in August 2000, and replies to a second set are pending. The
first meeting of the working party may take place in the first
half of 2002.
Singapore Member (1 January 1995) | ® I 9 I l | [ | I | I ]
Solomon Islands Member (26 July 1996) I | | | | | ® | l I ® |
Sri Lanka Member (1 January 1995) | | ! i I‘ ‘ l ® I. l l
Taipei, China Member {1 January 2002) r I. I | | l ] | i |
Tajikistan Applicant (18 July 2001). Not yet submitted a memorandum I | | ® I [ | ‘ I | l |
on its foreign trade regime. The working party has not yet met.
VTN U o (61D
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Developing World Trade Organization Membership Status 8 E <10 = 8 SE131s
Member Country (Date of Membership or Date Working Party Established)
Thailand Member (1 January 1995) ® ®
Tonga Applicant (15 November 1995). A memorandum on the foreign l | l | | | | | @ |
trade regime was circulated in May 1998 and replies to questions
concerning the memorandum were circulated in November 2000.
The first meeting of the working party was held in April 2001.
Turkmenistan | | I | ® I | | I | |
EEEEEEEE0
Uzbekistan Applicant (21 December 1994). Submitted a memorandum | I | ® | ® l | | | | |
on its foreign trade regime in September 1998. Replies (o questions
concerning the memorandum were circulated in October 1999.
Bilateral market access contacts have been initiated. The first
meeting of the working party may take place in the first half of 2002,
Vanuatu The final mecting of the working party was held on l | l | | | o I [ I ® l
29 October 2001.
Viet Nam Applicant (31 January 1995). Topics under discussien in the | ® | ® | ! |. | ] l | l

working party include agriculture, the customs system,
import licensing, national treatment, sanitary and phytosanitary
measures and technical barriers to trade, state trading,
rading rights, and trade related intellectual property rights.
AFTA=ASEAN Free Trade Area; APEC=Asia-Pacific Economic Cooperation; CIS=Commonwealth of Independent States;

ECO=Economic Cooperation Organization; GSTP=Global System of Trade Preferences among Developing Countries;
MSG=Melanesian Spearhead Group; SAARC=South Asian Association for Regional Cooperation; SAPTA=SAARC Preferential
Trading Agreement, SPARTECA=South Pacific Regional Trade and Economic Cooperation Agreement.
Notes :  Viet Nam joined in 1995, Lao People’s Democratic Republic and Myanmar in 1997, and Cambdia in 1999.

* Thailand joined in 1990, the Philippines in 1992, and Myanmar in 1997.

Source : Asian Development Qutiook 2002 . ADB.



Marshall Islands, Micronesia,
Nauru, Niue, Papua New
Guinea, Solomon Islands,
Tonga, Tuvalu, Vanuatu,
Western Samoa.

agreement, primarily assessment of
origin of goods traded.
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MINMNMAUNUIN B Enstitutional Arrangements Under Existing Preferential Trade Agreements
Date of Entry  Supranational Institutions Provisions beyond
PTA Member Countries” into Feree’ (including meeting frequency)’ Tariff Reduction”
Asia and Pacific Region
AFTA Brunet Darussalam, 28 Jan 1982 ASEAN institutions include a central Trade facilitation,
Cambodia, Indonesia, sacretariat. For the FTA, no separate investment,
Lao PDR, Malaysia, supranational institutions. Dispute industrial
Myanmar, Philippines, settlement by bilateral negotiation, with cooperation,
Singapore, Thailand, Viet presentation of case before a “senior setvices trade.
Nam. economic officials meeting” as a means  FTA s part of
of resolving impasses. No standing body  targer regional
for investigating disputes; panels of cooperation plans
experts appointed as needed. ASEAN under ASEAN.
economic ministers serve as final
arbiters. Decision making at annual
- meeting of heads of state.
APEC Australia; Canada; Chile, 1989 APEC Secretariat. Annual meetings of Trade facilitation,
China, People's Rep. Of; heads of state, ministers. Provisions are services,
Hong Kong, China, not binding, sc no mechanisms for investment,
Indonesia; Japan; Korea, gispute seftlemant. intellectual
Rep. of; Malaysia; Mexico; property rights.
New Zealand; Papua New
Guineg; Peru; Philippines;
Russian Federation;
Singapore; Thalland; United
States;
Viet Nam.
CER Australia, New Zealand. 1 Jan 1983 Australia-New Zealand Affairs Secretariat  Trade facilitation,
under the control of the ministries of SBIVICES,
foreign affairs {oversees implementation).  investment.
Dispute settlement by bilateral
negotiations. Annual meetings of
economic and foreign affairs ministers.
ECO Afghanistan, Azerbaijan, Iran, 1991 ECO secretariat, Regional Councll, Investment, trade
Kazakhstan, Kyrgyz Council of Permanent Representatives, facilitation.
Republic, Pakistan, Tajikistan, regional technical agencies. Annual Coordination of
Turkey, Turkmenistan, minister's meeting, biennial meetings of  market-oriented
Uzbekistan. heads od state. reforms.
SAPTA Bangladesh, Bhutan, India, 7 Dec 1985 SAARC institutional structure includes FTAis part of
Maldives, Nepal, Pakistan, Sri Secretariat, regional centers for larger cooperation
Lanka. research, Standing Committee of Foreign  plans of SAARC.
Secretaries, standing committees on
technical issues. Most decisions made at
annual meetings of heads of
government. No separate institutions for
SAPTA.
SPARTECA Australia, New Zealand, Cook 1 Jan 1981 Forum Secretariat, Australian and New Services,
islands, Fiji Islands, Kiribati, Zealand customs agencies oversee migration,

investment, same
foreign policy,
trade facilitation.

edunuinnnitiszantl 2545

&

a9 Wy Anmvinnnaanrssuslantfdnd



drpmrudiiuiniasssafiassniiizing ifenfle uay gudAnsurregiasewiadsemAuaznaimm U6

45

Date of Entry

Supranational Institutions

Provisions beyond

PTA Member Countries® into Force’ (including mesting frequency)b Tariff Reduction’
Other Regions
Ardean Bolivia, Colombia, Ecuador, 25 May 1988  Court of Justice (dispute settlement). Trade facilitation.
Pact Peru, Venezuela, General Secretariat (administers migration,
integration), Andean Parliament investment.
(deliberating body). Also annual
meetings of Andean Council of
Presidents and Councit of Foreign
Ministers.
EFTA lceland, Liechtenstein, 3 May 1960 EFTA Secretariat. Standing Committee of  Trade facilitation,
Narway, Switzerland. EFTA States, various advisory services,
cormmittees. Parliamentary Committee investment,
(representatives from members’ migration,
parliaments) meets four times a year, common market,
ministers meet twice annually. common
currency.
EU Austria, Belgium, Denmark, 1 Jan 1996 EU Commission, European Parliament, Trade facilitation,
Finland, Germany, Greece, Council of the European Union, investment,
Ireland, italy, Luxembeourg, European Central Bank, various maintenance of
Netherlands, Portugal, Spain, committees. democracy.
Swaden, United Kingdom.
Mercosur  Argentina, Brazil, paraguay, 29 Nov 1991 Secretariat, Mercosur Trade Trade facilitation,
Uruguay. Commission. Councii of the Common investment, labar,
Market, Common Market Group. Primary  environment.
dispute settlement by bilateral
neqotiation; referred to Common Market
Group then Council of the Commaon
Market in case of impasse.
NAFTA Canada, Mexico, United 1 Jan 1994 Free Trade Commissiaon, NAFTA
States. Secretariat (dispute settlement). Periodic
meetings of heads of state.
waEWe - © World Trade Organization, 2001, fnternational Trade Statistics 2061, Except for APEC data, which is

17;34’1 : Asian Development Outlcok 2002, ADB.

available at: www.apec.org.

" Clarete, Edmonds, and Seddon, forthcoming, Asian Regionalism and its Effects on Trade in the 1990s.

AU 14-15 fuaan 2545

{rasnuanLnaaLmai §

k1
Al

=l -l
ARFANEU AR





