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Executive Summary

Thailand’s FTA Policy and its Implications

Kyoung Doug Kwon

Thailand expanded its exports to help overcome the financial crisis of
1997/98. To avoid a recurrence of the crisis and to achieve sustained
economic growth, FTA policy became the most important external policy for
Thailand from 1998. The Prime Minister, Thaksin Shinawatra, strongly
supports a free trade regime, advocating the early conclusion of an AFTA
(ASEAN Free Trade Area) and FTAs with large economies such as the U.S.,
Japan and EU.

In comparison to other major ASEAN countries, Thailand has shown a
positive attitude towards establishing bilateral FTAs. Although Thailand has
not succeeded in concluding any FTAs yet, its list of potential partners
includes Australia, Chile, New Zealand, Japan and India.

The features of Thailand’s FTA policy are summarized as follows. First is
the geographical diversity of its potential partners. Thailand’s attention has
not been limited to neighboring countries; it is also interested in establishing
an FTA with the Czech republic in Central Europe and Chile in South
America.

Second is the continuity of the FTA policy. Despite the change of

administration in early 2001 —from the Democratic Party led by Chuan



Leekpai to the Thai Rak Thai Party led by Thaksin Shinawatra — Thailand
has maintained a positive FTA policy. For instance, the initiative to set up
FTA study groups with Japan came from the Thai Prime Minister himself
when he visited Japan to meet Prime Minister Koizumi in November 2001.
Talks on an FTA with the United States were initiated by the Thailand
Trade Representative, a newly created body within the Prime Minister’s
Office. Most FTA policy is formed by top-down initiative from the Prime
Minister.

Among ASEAN members, Thailand and Singapore have been the most
enthusiastic in setting up, accelerating and deepening free trade through
promoting multilateral initiatives such as AFTA and AFTA plus. As a
bilateral approach to free trade, an AFTA would make it possible to abolish
internal tariffs between the two participating countries and thus would
facilitate further market integration. In addition, FTAs are not limited to
traditional trade areas such as trade in goods. It is therefore no surprise that
Thailand has been active in promoting investment liberalization as well as
trade facilitation and has even been active in promoting freer movement of
labor among ASEAN countries.

The Thaksin government, compared to the Chuan government, seems to
have a clearer vision in terms of uniting Thailand’s trade policy with its
industrial policy. By looking at his speeches, Thaksin is trying use FTAs
with neighboring countries as a strategy to attract foreign capital to become
a strategic hub for regional transportation and manufacturing networks. In
addition, by promoting bilateral FTAs, the Thai government hopes to realize
an East Asia FTA comparable to the EU and the FTAA (Free Trade Area

of Americas).
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