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Thailand, as an ASEAN (Association of Southeast Asian Nations)
leader, has been making a hard effort to promote an expansion of economic
cooperation within the region, with a view that this can be a less complicated
alternative than forming a political integretion. The economic cooperation is
believed to significantly create transactions and decrease regional trade
barriers. However, the free trade in the agricultural commodities may bring in
negative effects on the products in several ways, depending on tax details and
conditions. This pose a question as whether Thailand would benefit from

being a member of the AFTA.
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Researches disclosed that, before entering into the Free Trade Area
Agreement, a rate of 5 per cent tax were imposed on primary-processed rubber
product imported intc Indonesia and 10 per cent for those imported into
Philippines, Cambodia, Laos and Myanmar. Meanwhile, Thailand and other
member countries duly applied 0 per cent. Every country, nevertheless, levied
high level import tax rates of 20-50 per cent on rubber products. The tax
scheme is, however, not compulsory. Each member is entitled to set up its tax
reduction pian according to its economic potentials as deemed appropriate and
Thailand is the only country which set all categories of rubber product in the
“Fast Track Program”. None the less, other members apply their “Normal
Track Program” which could be either classified as “Temporary Exemption
List” and “General Exemption List™.

The study indicated that, in entering into the agreement, the negative
effects in getting into the “Fast Track Program” has been found to be minimal
because Thailand exports more rubber products than what it imports. On the
other hand, Thailand has been benefited from tax reduction on rubber gloves
imports since 1995 and been better off in importing car and motorcycle rubber
tyres and condoms since 2001. For the general impact the research revealed
that intra-region trades in primary rubber product are very limited since
alomost every member are rubber producers themselves. The rubber exports
of each country are especially conducted for ‘re-export” purpose, with
Singapore acting as a go-between to distribute the products worldwide. The
intra-region trade is evident, but it is quite limited in term of production

technology. However, the free trade agreements have actually led to “Trade
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Diversion” rather than “Trade Creation” between members. Members tend to
increase the intra-region transaction rather than to import from non-member
nations.

The situation of rubber exports to three major partners is still positive.
Thai products occupied the largest market share during 1998-2001 in Japan
and China. Unfortunately, Thailand could only take the second seat to
Indonesia in the U.S. market, which mainly imported rubber bar, a product
which Thailand seems to rank behind Indonesia.

Finally, it comes to the question of how Thailand could better gain a
position itself in the world market. It has been unfortunate that Thailand was
unable to exercise its own pricing strategy eventhough it is the largest
manufacturer and exporter of natural rubber products. In stead, Singapore, as
a go-between takes the role in price setting. This is a major concern which
Thailand has to address and resolve in due time. Thailand needs to seriously
control the domestic supplies in order to maintain the price stability as a short-
term solution. In the longer run, Thailand must develop itself to become a
rubber trade center and thereby replacing Singapore, and it also needs to take a
leading role in producing rubber bars. Currently, Thailand is only holding the
first place in the smoked rubber sheet production. In order to be successful in
the world market, the country needs to consider and focus more on adding
value to the products by curbing primary processed rubbers and gives more

emphasis to process products instead.





