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Abstract .- 175263

This study of Thailand’s international trade and negotiations is divided into
two main components. The first part deals with changes in the international trade
arena and Thailand’s trade policy strategy. The second part concerns Thailand’s trade
policy framework and capacity.

In examining the changes in the international trade environment and
Thailand’s trade policy strategy, it has been found that bilateral free-trade agreements
(FTAs) have become Thailand’s principal trade policy objective over the past 2-3
years. Although bilateral FTAs may lead to greater economic liberalisation,
competitiveness and national welfare, which coincide with objectives of the World
Trade Organisation, Thailand’s recent bilateral approach appears to emanate from
other motivations. This can be seen from Thailand’s choice of bilateral partners and
negotiation issues that may have been motivated mainly by political considerations.
As a result, bilateral trade issues that have gained attention have not progressed and
been supportive of the multilateral trading system.

The makeup of Thai trade policy strategy in bilateral FTAs reflects recent
changes in Thai politics after the government of Prime Minister Thaksin Shinawatra
took power in January 2001 and proceeded to transform policymaking processes
centred on the CEO management style. This led to the hasty manner in which bilateral
FTAs has been considered. While it has negotiated bilateral FT As with 10 countries
and economic groupings in total, the government has paid scant attention to opposing
views from academics, the parliament, and non-governmental-organisations.

Moreover, Thailand’s bilateral FTA negotiations are incongruent and
uncoordinated with the country’s overall economic policy framework, lacking
mutually reinforcing mechanisms that could lead to economic policy reforms. The
logic of the pursuit of bilateral FT As appears rooted in mercantilism, namely the
expansion of new export markets to certain industries in return for increased imports.
This emerging modality of mercantilism is unlikely to increase Thailand’s trade
competitiveness and economic efficiency in the future. However, Thailand is not
alone in its new ventures, as other countries in the Southeast Asia region have
exhibited similar mercantilist preferences.

Nevertheless, the Thailand-United States bilateral FT A negotiations
(TUSFTA) have by far the most far-reaching ramifications among Thailand’s various
bilateral FTA talks. This is because the US has clearly stated its position of wanting
the deep and substantial negotiations, covering the gamut of trade in goods, services,
investment, government procurement, intellectual property, competition law, among
other provisions. Thailand may not be prepared to undertake these legal obligations.
Accordingly, the ongoing TUSFTA negotiatipns have appeared to be one-sided, with
Thailand holding limited leverage and few initiatives.

A key recommendation for Thailand’s trade policymaking is that the
government should seriously reconsider the premises and directions of bilateral FTA
negotiations, abandoning mercantilist preferences that stress access to export markets.
The government should take a more appropriate trade policy position that is in line
with domestic economic policies and institutional reforms. Bilateral FTAs should be
viewed primarily as an impetus for domestic economic reforms.

In addition. the number of FTA negotiations should be reduced. and the
durations of negotiations extended in order to utilise existing resources appropriately
and more efficiently instead of the hasty pace ot the more than 10 negotiations
currently on the table. Priority and resources should be placed on FTAs of
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significance, such as negotiations with the US, India, Europe Free Trade Area (EFTA)
as well as others under the aegis of the Association of Southeast Asian Nations
(ASEAN). Relatively insignificant FTA negotiations with Bahrain and Peru should be
cast aside for the time being. As for negotiations with the US, in particular, the
government should stretch the time span for completion until at least mid-2010 in
order to formulate appropriate and optimal strategies and conduct research on the
relevant issues in a serious fashion to ensure they are consistent with domestic
reforms as mentioned above.

First and foremost, Thai trade policy should re-emphasise.the multilateral
forum, namely the World Trade Organisation. Thailand’s bilateral- FT As should be
supportive of its broader multilateral objectives. It is also necessary to undertake
economic restructuring and legal reforms to promote further trade liberalisation by
reducing state intervention and bolstering market mechanisms.

The second part of the study focuses on Thailand’s trade policy capacity. The
main findings point to capacity problems and challenges in Thai trade policy dating
back to the late 1980s when the country played a greater role in wotld trade talks. Of
particular concern is the glaring lack of capagity in negotiations both quantitatively
and qualitatively, suggesting an insufficient lack of trade policy expertise generaily
and the number of trade negotiators specifically. While the Ministry of Commerce
(MOC) has undertaken training to remedy this shortfall by setting up a training
institute from 1996, the results have been unsatisfactory and ineffective.

Although the MOC'’s Department of Trade Negotiations (DTN) serves as the
nerve centre of Thai trade policy, the study has found severe limitations of the number
of staff, which is around 100, who are tasked with negotiation responsibilities in a
multitude of trade policy forums around the world, including bilateral trade
negotiations with 8 countries and 2 economic groupings. Given the consequent lack of
international trade negotiators at the DTN, bilateral trade negotiations necessarily
draws on other government agencies involved. Yet the additional negotiation demands
placed on other government agencies has been on an ad hoc basis, not regularised,
thereby increasing the responsibilities of the involved bureaucrats from other agencies.

Compared to the late 1990s prior to the creation of the DTN, the changing
political context centring on the rise of the one-party government of Prime Minister
Thaksin Shinawatra has brought about unprecedented political stability. This has
yielded clear policy directions and alleviated policy ambiguity in trade policymaking
and framework for implementation. Nonetheless the newfound political stability has
also created new problems, particularly the government-dictated policy directions and
processes, lacking public participation and eliciting public criticisms. Despite the
changed political landscape, the paucity of trade negotiators continues to hinder
Thailand’s trade policy framework, a worsening trend in view of the country’s
growing trade policy obligations and commitments. The observation by Krirkkrai
(1996) from a decade ago is still relevant today: “Thailand unknowingly enters into
negotiation activities, and is then forced to learn gradually as it proceeds without
clearly set options, finally having to choose based on fate. At present it is government
dictates rather than fate than determine policy outcomes.

As regards the various agencies involved in bilateral FTA policymaking, it is
found that relevant research findings have not been incorporated into trade
negotiations. The agricultural sector has little leverage and input in trade
policymaking. ; ,

Relative to other countries — Singapore and Australia are case studies in this
- report — the findings suggest that the Singaporean model is highly tlexible and
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consistent with the changing dynamics of national trade policy and the international
trading system. Singapore relies on an effective inter-agency and intra-agency
coordination and cooperation in conjunction with private sector involvement. In
addition, Singapore takes a long view of trade policy capacity, with sustained and
enthusiastic government support. In sum, the Singaporean case places a high emphasis
on intra-agency and inter-agency mechanisms, with a stress on “learning by doing”
and internal skills- and knowledge transfers and processes. This enables the more’
senior negotiators to groom and prepare their junior counterparts for trade
negotiations. Such processes take place in WTO-related forums that are the broadest
in the trade issues discussed and the range of trade policy experts involved, allowing
Singaporean negotiators to learn about complex negotiating skills and processes
effectively.

The Australian case offers four key observations in terms of trade negotiation
efficiency and effectiveness, namely the clear formulation of trade strategy and
dissemination of trade information to the public, a proper trade policy framework in
line with trade strategy, performance indicators for government agency efficiency and
policy effectiveness, and concrete trade policy capacity-building in skills-
enhancement of staff. Based on Thailand’s experience and those from abroad, several
implications and recommendations can be discerned:

If Thailand intends to restructure its trade policymaking framework to pursue a
proactive trade strategy and become a regional hub in a number of facets, the
amalgamation of the Ministry of Commerce and the Ministry of Foreign Affairs —i.e.
Ministry of Foreign Affairs and Trade (MFAT) — appears most appropriate and
effective in view of present constraints and opportunities and future trends;

1) An independent trade policy training centre should be established with
sufficient funds and suitable expertise both from within Thailand and from
abroad;

2) The public sector should set up a performance criteria for the various
government agencies based on a publicly transparent incentives system —i.e.
reward and punishment system — with appropriate indicators;

3) More appropriate and comprehensive research topics should be examined. The
results of research output should be incorporated into trade policymaking
considerations;

4) The private sector and specific industries, especially the small- and medium-
enterprises, should be consulted in the trade policymaking process. Local
agricultural groups should similarly consulted and thexr inputs should be
included in policymaking;

5) Adequate preparations should be made to ensure that measures and standards
are in place to monitor the quality of imports. More human resources may
have to be added to the customs and central government officials who
supervise and monitor import standards. Appropriate tools and technology
may have to be augmented correspondingly.

6) Adequate preparations should be made to ensure that measures and standards
are in place to monitor the quality of imports. More human resources may
have to be added to the customs and central government officials who
supervise and monitor import standards. Appropriate tools and technology
may have to be augmented correspondingly.





