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1. Introduction

I n the past few decades, Thailandbs econ
foreign trade and investmenthe nternational trade share of GDP has risen
substantially from 8@ercentof GDP in 1993 to 14 percentof GDP in 2013. Thai
government policies have consistently aimed to promote liberalizafiorade and
investmentAs of 2014, 12egionaltradeagreements (RTAs) with 16 countribave
enteredinto force According to the survey results
policy-makers recognize thraainbenefitof RTAs as opportunities to increase export
sales due to widening market acceAtso, they are awarehat overly restrictive
standards andanitary and phytosanitaffsPS regulationsplay the main role in
discouragingrhailandto maximizethe benefits of RTAs I n addi ti on, Thai
policy-makers are keenly aware that liberalizing trade in Thailand would bring in more
competition fran imported products

The academic literature has theoretically discussed the govesteategy on
RTAs and hagmpiricallyidentified some elements that play significant roles in that.

In particular, the following threstudiesare important in this edgext. First, Baier and
Bergstrand (2004) theoretically identify the elements that affect the selection of RTA
partners. For example, two countries with larger market size, similar economic
development, or similar cultures are likely to form RTAs. In addjtthe likelihood of

RTA formation is higher between two countries that originally have large trade values
(Magee, 2003), are democratic (Mansfieidal, 2002), and have the potentiafl
political conflict (Marin et al, 2012). In sum, the existingusties have shown that not
only economic elements but also political factors play significant retgrdingRTA
formation.

Second, some studies including Olarreaga and Soloaga (1998), Gastaalde
(2001), and Damui(2012) have shown the elements affecting the choice of products
excluded from liberalizatioby RTAs. Specifically, these studies have shed light on
the industrial characteristics including the extent of industry concentration or
international competitiveess, the magnitude of import penetration, the prevalence of
intrarindustry trade, the level of wages, MFN rates, the significance of employment
size, the potential magnitude of trade creation, and the distribution o firm

productivity. These elementsedbasically those suggested by the theoretical model in



Grossman and Helpman (1994). As a result, for example, Damuri (2012) found that
countries are likely to exclude products with higher MFN ratesmaller import value,
or products in which the partneountry has international competitiveness.

Third, many studies theoretically have examined under what circumstances each
liberalization pattern becomes dominant (Staiger, 1995; Furusawa and Lai, 1999; Bond
and Park, 20025awandeet al, 2006; MaggiandRodriguezClare, 2007). There are
several patternsft ar i ff reduction. For example, whi
to completely eliminating tari iméasstoj ust af
reduce tariffs gradually for some years. Theogdtstudies have discussed what kind
of elements play significant roles in choosing these liberalization patterns. For example,
the extent of production factor mobility is one of the most crucial elements. If the
production factors in impotompeting indatries can be movedreely across
industries, preferential rates will immediately be set to zero due to no lobbnghn
caseln addition, the speed of tariff reduction is shown to increase with the degree of
capital mobility(Maggie and Rodrigueglare, 2007.

The purpose of this study is to check the validity @séhelements through the
questionnaire survegf government officials in Thailantl For example, it asks how
the officials choose the RTA partnerthe products to be excluded, and the
liberalization patterns. Furthermore, in order to clarify who has influence on the
of ficialsd decision, the survey asks the
stakeholders. This question will contribute to specifying significant players when
modeling poliical econont forces in the future. Specifically, we sent the
guestionnaire to approximately 30 officia{sut of around 40 officials) in the
Department of Trade Negotiatiam the Ministry of Commerceof Thailand that is in
charge of t h &TAA An® Btddi regeived sudvey responses from 21
officials whose work relateto RTAs foran average duration of 4.2 yearom an
academic background, tiseirvey respondents are all Mastiegree level graduates
and two have Ph.D.3he survey resultare computed as a percentage of the overall
respondents by counting the number oftapk choice responses.

The rest of this paper is organized as follows. Before discussing the government

strategy on RTAs, the next section introduces the policy packddwiland to support

1 Our questionnaires are available in the Appendix.



firmsd RTA ut i |isizfanative to know hovhs Tha gogetnmentn
tries toencouragdRTA utilization. Section 3 starts our analysisthe governmeidt s
strategyfor RTAs. We examine the selection of RTA partnersritization patterns,

and the significant players in the decision. bas$ection 4 concludes this paper.

2. Policy Packages folEnhancing PreferenceUtilization

In general, preference utilizatioelated activities can be categorized into five
maincategories; namely, ongay dissemination of key information, consultation and
provision of training programs, monitoring of preference utilization and awareness
raising campaigs) facilitation of preference utilization, and policy coordination
among agernes. In Thailand, there are five government agenttiasare actively
engaged in the implementation of these activities; Department of Trade Negotiation
(DTN), Department of Foreign Trade (DFT), Department of International Trade
Promotion (DITP), Customs Department, ath@ Office of Industrial Economics
(OIE). While the first three are und#re Ministry of Commerce, the fourth and the
fifth are undethe Ministry of Finance and Ministry of Industry, respectively. Table 1
summarizes the activities implemented by eadponsibleuthority.



Tablel: Implementation of FTA Utilization -related Activities by Thai
GovernmentAgencies

Activities Department of Trade Department of Foreig Department of Customs DepartmentOffice of Industrial
Negotiations Trade International Trade Economics
Promotion

Policy coordination No hard evidence of No hard evidence of No hard evidence of No hard evidence of No hard evidence of
with other agencies related activities so firelated activities so firelated activities so firelated activities so fi related activities so fi

One-way - Online FTA - Online FTA No FTA-specific - Online interactive - Online legal text of
dissemination of key agreement text agreement text information provided query for Thai tariffs regulations for
information - Online interactive - Online legal text of - Online legal text of !;nportﬂe:s _Wht(,) need
query for Thaiand regulations for all regulations for all Its authorization
FTA- part neexporters and importers
importers who needs
its authorization
- Online and offine - Online and offline - Online and offline
FTA utilization FTA utilization FTA utilization
guidebook for guidebook for all guidebook for all
exporters and exporters and importers
importers importers who needs
its authorization
Consultation and - AECinformation - Call center - AECbusiness - Call center - Seminars
awareness raising  center support center
campaign - Call center - Seminars - Seminars - Seminars
- Seminars
Monitoring of FTA  No hard evidence of Monthly and annuallyNo hard evidence of Monthly and annuall Annually monitoring
utilization related activities so fimonitoring of FTA  related activities so fimonitoring of FTA  of FTA utilization by
utilization by utilization by exporters and
exporters importers importers
Facilitation of FTA  Not applicable - One stop export  Not applicable - Advanced rulings No hard evidence of
utilization service center on preferential tariffs related activities so fi

- . and rules of origin
- Digital signature

system for certificate:
of origin issuance

- Self-certification
system by certified
exporters

Source Authorgdcompilation

2.1 One-way Dissemination ofK ey I nformation

Concerning the first activitghe Thai government disseminatkey information
through various communication channels. In additiontramitional media, the
information is progressively published through new media, which proves to be much
more cost effective. Hundreds of pamphlets and books as well as thousanblécof pu
announcements through newspaper, radio, and television breadoaselivered
annually altogethetraditionalmedia. While websites are thgostwidely used form
of new media, social networks likeacebook andiwitter have also recentlybeen
introduced. As of December, 2014, there are eight official websites and two social

networks available; www.thaifta.com, www.dtn.go.th, www.thailandntr.com,



www.thailandaec.com,  www.dft.go.th, www.ditp.go.th,  www.customs.go.th,
www.oie.go.th, www.facebook.com/Tradegotiations, twitter@Dtn_thailand.he
first four websites and the two social networks belong to the DTN.

The content provided through these media can be broadly classified into five main
categories; updatef news and events, agreement text, preferential tariff rates, legal
text of regulations, anthe preference utilization guidebook. iBhcontent diffes
amongthe variousauthorities. It is quite common th#te authorities in Thailand
mainly publicize theinewsandevents as well as key informatiom their own turf
and rarelyhandle that obthers. Consequently, if firms would like to read &iyA
texts online, they have to directly go to
websites after goingpt t h e DF Tdees Figwe HWhen fems vould like to
research foRTApartned pr ef erential tariffs, they go
websites in which unofficial tariff information is referred fréfihA texts but does not
necessarily repeent the one currently in practice¢ Figure 2 and 3) For those who
seek official tariff information, th€ustoms authont onebsiteis the only destination.
Some of these aut hor i tthedlsaibCustomb Bepartraent, i ncl |
provide a interactive query tool in Englistsge Figure 4)When Thai firms would
like to study thdegal texts of any related regulations necessary for securing important
documents, e.gcertificates of origin and quota allocation register, they refer to the
rel evant aut hor iinte dFThtltedIiEeos the Custons Depaemnsent
(see Figurs 5 and 6) Interestingly, there are a number of preference utilization
guidebooks for both exporters and importers that translate such legal texts into more
easyto-comprehend diagrams provided by many Thai government agerseies (
Figure 7)



Figure 1: Website of Department of Trade Negotiation$roviding Agreement
Texts
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Figure 2: Website of Department of Trade Negotiation®roviding Unofficial
Tariff Information
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Figure 3: Website of Department of Foreign TradeProviding Unofficial Tariff
Information
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Figure 4: Website of Customs DepartmenProviding Official Tariff |nformation
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Figure 5: Website of Department of Foreign TradeProviding L egal Text of
Regulations forFirms Who NeedIts Authorization
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Figure 6: Website of Customs DepartmenProviding LegalText of Regulations
for Firms Who NeedIts Authorization
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Figure 7: Simplified Flow Chart on How to Apply for CoOs That Appear in the
PreferenceUtilization Guidebook Published bythe Department of Foreign
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Critics often questiorthe effectiveness of the ongay dissemination oRTA
related information byhe Thai government. In order to increateeffectiveness, the
government should address at least the following three issues. First, the government
shouldreviewthe information needs by assessing what types of information content
are of interest and releviato firms who ardrying for making usef preferences. The
official and upto-date applicabl@referential tariff rates imposed by &TA partners
are, in particular, among the top priorities tthe Thai government shouladdress

Second, the government should keep all related officialipitio-date information
on onlyonewebsite. When information provided on one website is not consistent with
anotherambiguity occursand firms might delagdecision or even call off preference
utilization. Having only onefficial websitewould not onlyreduce confusion but also
prevent duplicabn and unnecessappstandthussave the governmentsudget.

Last but not |l east, the government sho
technical concerns. Many firms suff@ncethe information provided iob complex
for them to use in their decision making process. The information to be disseminated
should be repackaged and then illustrated as diagrams, infographics, or motion pictures
in order that a notechnical person could understand easily. To nafea/aechnical
information on rules of origifRoO), third-party reinvoicing, and backo-back

certification should be on the ligor such repackaging.

2.2 Consultation and Provision of Training Programs

In addition to the ongvay dissemination, another approach to provid¥ig\s-
related information is consultation and provision of training programs where firms are
allowed to ask or discuss with the authorities amy unclear topics requiring
clarification

Through consultation, the advice could be either ledailiging or not legally
binding. Onthe one hand, firms in Thailandanwrite a formal request for official
clarification ona specificRTA utilization related issue from the government autlyorit
in charge. Onceonfirmed the firms could followsuchlegally binding clarification
withoutconcernsOn the other hand, firms magkfor quicker but not legallpinding
advice by consulting with experts assigned by the authorities. Most of such advice

involves Thai and RTAp ar t n er s ORo®saAs offJdnsary 2018, there are
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experts providingfaceo-f ace consulting services at var.i
One Stop ExportSer vi ce cent er i n Bangkok, DTNb6s /
BangkokthePr ovi nci al Office of Commercial Aff a

AEC business support centers in Bangkok and other ASEAN member countries.
Moreover, firms maycontactthe call centers serviced by the DFT, DTN, ahd
Customs Department.

Firms in Thailand haveprovided mixed responses tthe consultation services
provided bythe Thai government. In spite apparentonvenience, some firms claim
that these call centers and-lagic AEC consulting centers (especially inaguntry)
can only answer basquestions. While some firms benefit from formally written
consultations, many small and medium enterpri&9Es) do not have enough
resources tdvandlesuch activities. It might be more useful if there is circulation of
legally binding advice on intesting case$or the public.

Government agencies in Thailand also offer training courses on certain specific
issues. To name a few, the DFT regularly offers courses for exporters on how to apply
electronically for origin verification andertificates oforigin (CoOs), while the
Customs Department offers courses for importers on how to claim electronically for
preferential tariff treatment. Recently, the DHds developed-learning courses to
provide basidRTA related information. Many training courses aogpylar and gain
attention from lots of firms, for exampliecourses on how to apply fooOs through
the recentlyimplemented digital signature system were organized 33 times in 2013
with 547 participating firms. Nonetheless, many firms demand for mpoyblem

centered training courses.

2.3 Monitoring of PreferenceUtilization and AwarenessRaising Campaigns

There are not many countries in the world that have developed and maimtained
database on preference utilization by both importers and exporters. But Thailand is one
such nation There are two authorities in charge of data collection; nantisdy,
Customs Departmenhat collects importdataandthe DFT handling data regarding
expors. With the available datthe Thai government could calculate and monitor the
use of preference utilization by both importers and exporters in Thailand. In addition,

there are annual reports on preference utilization published by these two agencies.
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The OIE is another government agency in Thaildingtis actively in charge of
monitoring preference utilizationn collaboration withthe Thailand Development
Research Institutewhich is a weltknown think tankthe OIE also calculates and
publishes annugireference utilization rates for both exports and imports. They also

conduct annual surveys to pinpoint why firms in Thailaledhot makefull use of

preferencessge Figure 8)

Figure 8. Annual Monitoring of PreferenceUltilization by the Office of
Industrial Economics
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In addition to monitoring preference utilization, Thai government agencies have
set up a number of awareness raising campaigns to promote greater use of preferences.
They advertise the benefits about the use of preferences andragedirms by
publicizing the success stories of some selected firms that enjoy benefits from such
preferences in various media. They organize public seminars across the country as well
asofferinrhouse seminars at some fthe DRTghatino f f
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2013 there was a total of 9,621 people attending 60 public seminars, which were either
organized or cmrganized by the DFT.

Recently, preference utilization in Thailand has been increasing, but there is still
room for improvement. Firstheawareness raising campaigns should be designed for
and be targeted at SMEs, due to the fact that there has been limited outreach of
information towards SMEs so far. Second, the Customs Department and the DFT
should make a list of firms who fail to makdl use of preferences and pass it on to
the campaign organizers. By this means, the problems of target mismatch due to data
confidentiality might be resolved. Last but not least, the DFT should set more
ambitious targets for the annual preference watilon rate by exporters. According to
its recent annual reports, the DFTO6s key
utilization rate are unambitiously low and have decreased steadily frgaréantn
2011, to 60percentin 2012, and 5(percentin 2013. Meanwhile, the Customs
Department should express its sincerity i
the annual preference utilization rate by importers as one of its key performance
indicators. As an increase in tariff revenue is difficult thi@ee in the current global
trade regime, its relevance as a key performance indicator is downplayed. Instead, the

Customs Department should aim for a higher preference utilization rate.

2.4. Facilitation of PreferenceUtilization

In Thailand, there arfour initiatives to facilitate preference utilization; namely,
the selfcertification system for certified exporters, the digital signature system for
issuing certificates of origin and training programs for the officers responsible for
administering thessuance of certificates of origin, and the One Stop Export Service
Center, and the advanced ruling system on preferential tariff treatment. While the first
three are for exporters, the last is only for importers.

To make use of preferences under the cotwral system, exporting firms must
obtain CoOs and send them to their corresponding impose$-{gure 9)In the case
of Thailand, the exporters must prove to the DFT that the goods comply wiRo@e
specified in the relevant agreement. This prooeds commonly known as the
examination of origin. Then, if the goods are proven to qualify, the exporters may

request a CoO from the DFT, which will be sent to the importer along with the other
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documents relating to the shipment. After receiving the @o&mporter then submits
the CoO to the Customs authority in their country in order to claim the preferential

tariff treatment.

Figure 9: Conventional System of Os | ssuance

Conventional system
Exportersubmits production cosstatements for verification of goods origin

Exporter manually applies for a C/O on a shipment basis and waits at the DFT
until the DFT makes a decision to/not to issue a C/O

N & o
B Al Al B
DFT Exporter Importer Customs
Exporter delivers goods Importer claims for preferential
and C/O treatment

By the selfcertification system, certified exporters are not required to apply for
CoOs from the DFT. Instead, they can simply-sellare the country of origin for
their goods 24/7 on the commercial invoice or, if the invoice is not available at the
time of export, any other commercial document such as a billing statement, a delivery
note or a packing listsée Figure 1Q)As a result, the system helps reduce the
paperwork burden, logistic costs between firms and the DFT, and opportunity costs
owing to aay delay in CoO submission when claiming preferential tariff treatment in
the importing country. Unfortunately, there are only three other partner countries that
accept seleclared certificates by Thai exporters; namely, Brunei, Malaysia, and
Singapore.Since its first implementation in November, 2011, there have been 97

certified exporters in Thailand, 20 of which actively utilize the-settification system.
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Figure 10: Facilitation of CoOs|ssuance byApplication of the Self-certification
System
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The implementation of the digital signature system is another initiative for
facilitating CoO issuance. The system is simply a-tvay electronic data interchange
(EDI) system, in which exporting firms electronically submit their application forms
alongwith other necessary documents and receive notification of the issuance results
from the DFT ¢ee Figure 11)Although the firms are still required to collect the CoOs
directly at one of the DFT offices, the system is designed to help reduce variable
waiting times. As of January 2015, exporters to Japan (underatfes Thailand
Economic Partnership (JTEPADr the ASEAN-Japan ComprehensiveEconomic
Partnership (AJCER) and Australia (under the hailandAustralia Free Trade
Agreement (TAFTA)or ASEAN-Australia-New Zealand=TA) are entitled to use the
digital signature system.

Figure 11: Facilitation of CoOs Issuance byApplication of the Digital Signature
System

l Digital signature systen+|
o Exporter submits production costtatementsl Y R NB3IA a0 SNA | a WSELIZ2 NI SN

@ Exporter electronicallyapplies for a C/O on a shipmentbadisy R (G KS 5 C¢ QanfoRf@d A & A
electronically

N o o R
DFT &————— Exporter Importer Customs
Exporter delivers goods Importer claims for preferential
and C/O treatment
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The third initiative involves the provision of training programs for officers in
chargeofCo O i ssuance. A series of the Thail an
studies indicate that firms in Thailand reported that there have been inconsistencies in
judgments by the officers authorized to administer the issue of CoOs. To reduce such
inconsistacies, the DFT has developed operating manuals and organized a series of
training courses for its officers. According to its annual report, the DFT arrémged
training courses in 2013 attended by 301 participants.

Last but not least, the Customs Depeht has implemented the advanced ruling
system to facilitate the use of preferences by importers in Thailand (See Figure 12).
The advanced ruling system allows importers to receive information on the tariff
classification of imported goods and their digty for preferential tariff treatment
before they lodge the import declaration. It is necessary that importers who seek such
information make an advanced inquiry at least 30 days before the importation date.
Once preapproved, the firms do not have t@ny since their claim for preferential
tariff treatment will not be rejected. Unfortunately, there are no statistics of the usage
of the advanced ruling system so far.

Figure 12 Facilitation of Preferential Tariff Treatment Procedure by
Application of the AdvancedRuling System

’ Advanced ruling system for importer#
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-~ o o N
C-Fae ad A B
DFT &———— Exporter Importer — Customs
Exporter delivers goods 9 Importer claims for preferential
and C/O treatment, no reject

2.5. Policy Coordination amongAgencies

As aforementioned, there are five government agencies in Thailand actively
engaged in the implementation of preference utilization related activities. These
agencies have their ovpolicies and thus undertake such preference utilization related

activities to serve their own goals and objectives. In addition, they are from different
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ministries and there is a lack of policy coordination among them. As a result, policy
packages in Thahd are sometimes not in harmony, dosffective, and have less
impact than anticipated. This calls for the need to collaboratively develop synergetic
policy packages. In other words, effective policy packages should not be every man
for himself.

Institutionally, there once was an RTA monitoring committee in Thailand with the
responsibility not only to promote preference utilization but also to advise to the
Cabinet on how to deal with conflicts among stakeholders during trade negotiations.
But it has noexisted since 2004. Nowadays there should be only one supreme policy
unit that should take the lead in policy coordination related to preference utilization
activities; namely, the ministerial meetings on international economic policy. But lately,

its ageda has rarely focused on RTA utilization.

3. Government Strategy

This section investigatethe government strategy for RTAs/ means ofthe
guestionnairesurvey Specifically, we examined the selection of RTA partneise
liberalized productsthe liberalization patterns, and the significant players in the

decision.

3.1. Selection of RTA Partners

As mentioned in the introductory section, the existing studies have shown that not
only economic elements but also political factors play significants role RTA
formation. In this subsection, we examine what elements play the more significant
roles in the choice of RTA partners in Thailafthe survey resultare reported in
Figure 13 and show th&hailand chooses its RTA partners with the first priagityen
to major export destinations for Thailand (67 percent of respondéhis3, the main
element in Thailand i@neconomic one, i.e., significance in terms of export destination.
The geographical proximity, significance in termsrafestment inThailand, andhe
political relatiorshipwith Thailand also play some role in thelection of RTA partners.

On the other handhesignificance in terms of import sourcesligious commonality
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and accession t o ma ralead rslatively crucialeleneds. t ner 0 s

Figure 13 Preferencesfor RTA Partners
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3.2. Selection of Excluded Products

This subsection investigates what elements play the more significant roles in the
choice of products excludegdom liberalization in Thailand. The previous studies
found the significant role of MFN rates, international competitiveness, and $o on.
this survey, we astkd what kinds of sectors/productke officials think it easy to

liberalize Theresults are repted in Table 2.

2 The finding of nosignificant role of accession to marketsliep ar t n e rss édomewha i o n
surprising, giving the fadhatthe ThailandPeru FTA was in place. This is perhaps because the
respondents are restricted to only Agdel Commerce Ministry bureaucsathosework is related

to AASEAN pl usodo RTASs, thapartnedshegienhs nohanrinhpertant factoc e s s
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Table 2: Preferences on Liberalization
Agricutture  Non-agriculture

Products with the lower MFN rates 57% 19%
Internationally competitive sectors 24% 10%
Minor sectors in terms of domestic 19% 71%
production/employment

Source A u tsunvey s 6
Note Non-agriculturesectoralsoincludes manufactured food products

The tableshows thatit is relatively easy to liberalize agricultural products with
low MFN rates and minor neagricultural products(in terms of domestic
production/employment)in other words, the exclusion list is likely to include
agricultural products with higher MFN et ornon-agricultural productsvith large
domestic production/employmern the other hand, in the nagricultural sector,
products with small domestic production/employment are easy to libeatizgared
with products with large domestic productianfdoyment, even fothosewith low
MFN rates, the lobbying power to resist trade liberalization can be much higher. It is
alsoworth noting that international competitivessis not shown to ba major factor
in the selection of excluded products.

The difference in results between agricultural and-agmculture sectors may
reflect the difficulty of production factor mobility, which is in line wikhaggi and
RodriguezCl ar e (2007) 6s f Magg and Rodrigueflare,tadei nt e d
liberalization is very limitedn the agricultural sectpwhichintensively ussrelatively
immobile production factors such as land. Thus, agricultural products with high MFN
rates are expected to be the most difficultliberalize sincetheir liberalization
gererates large losses for import competing products for which lobbies will resist trade
liberalization. Although these elements are intefated, the existing level of
protection and existing magnitude of domestic production/employment play more
significant roles in choosing sensitive produdi®m the agricultural and non

agricultural sectors, respectively.
3.3. Selection of Liberalization Patterns

In this subsection, we examine the selection of liberalization patterns. There are

several patterns of libdrzation. Specifically, we classify these into six patterns, which
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are depicted in Figurg4. As mentioned in the introductory section, there are patterns
of immediate tariff elimination (i) and long phase (ii). Also, as shown in (iii), the tariff
reduction may start some years after its entry into force (late start). Next, there are
three patterns for fApartial tariff reduct.i
rate is not zero but some positive level. While pattern (iv) shows the tarifftredto
X%, pattern (v) indicates the tariff reductidoy X% point. These patterns are
respecti velay td all-me catnfda tidoyt ar i ff reducti ons
Acappingo or Atariff ceilingo ttoreduichke | it e
tariff rates tonot more thark%.

The theoretical studies have clarified some significant elements in the selection of
liberalization patternd For example, & mentioned in the introduction section, the
extent of production factor movement plays a role in partial reduction. If some
production factors cannot be forever moved to other industries, the owners of such
factors will continue to give contributions tbet government. Thus, some level of
positive rates will be sustained due to such contributions.

In addition, the lobbying process plays an important role in this selectiois.
usual thatobbying for selection diberalization patterneccurs before #hagreement
i s signed. Th-ast & sl &Ombhgvatherghénd, in some patterns
the agreement | eaves some discretion in t
the agreement is si-paostd. | dhbyg-anegaddcnBaowinh as
post lobbying can have a significant influence in the selection of liberalization patterns.
For example, the crucial difference between capping afiolytpartial is thatex-post
lobbying is necessary in the case of capping in order to keep the pigiierential
rates in the range of zero to the cap rates. Therefore, capping is more likely to be chosen
if the government places much priority in contributiohlso, the long phase appears
if we suppose that bargaining on tariffs and contributions detwthe lobby and
government takes place every year. In this case, the preferential rates will gradually
reduce due to the decrease of the possible amount of contributions over time.

3 In particular, Maggi and Rodrigu€Zare (2007) is an important study in terms of comprebensi
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Figure 14: Liberalization Patterns
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Il n reality, some of these patterns might
likely to be combined with partial reduction. Nevertheless, these six patterns well
describe the liberalization patterns in actual RTAs. As an example, Jedperts the
distribution of each pattern in Thailand for AJCER industy. The long phase
patterns,particularly the four-year phase, have relatively high sharnesleed, the
patern of long phase is adopted in most RTAs by Thailand. The pattern of late start
appeargarticularlyfor base metain AJCEP. Tepartial is set folive animals and
transport equipment iIAJCEPR To-partial appears also ithe ASEANKorea FTA
(AKFTA), and ASEANIndia FTA (AIFTA). AJCEP does not includgy-partial but
it is in the AIFTA. Also, capping appears in the AKFTA and ASEADhina FTA
(ACFTA) but not in AJCEP

Against this backdrop, in order to first clarifythegov n ment of fi ci al s o
for these liberalization patterns, we asked for the priority sequencae3hks are
reported in Table 4. Wenchoosingliberalization patterns bghe Thai side the Thai
policy-makers prefer the pattern of long phasether types such as late starfpartial
reduction Fromthe partned side, on the other han@hai policymakerspreferthe
partnercountry to select an early start tariff reductidihese kinds of preference are
not different between agricultural goodsdanonagricultural goods. In sum, Thai
policy-makers avoid rapid change through liberalization in Thailand and prefer
enjoying tariff advantageshenexporting tathe partner counyr immediately aftean
RTAsO entry into force.This result may indicate thalynamic aspects play more
significant roles in choosing liberalization patterns. Furthermoreagioent interviews
with someofficials discoveredhatthere is no fixed format for RTA negotiation as it
is done on a caday-case basis based ontREApa t ner 6s competi ti ve

Thail anddéds own | i beralization readiness.
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Table 3: Distribution of AJCEP Preferential Products in Thailand

Long Phase (years)

Free Immediate Late Start (years)

To-Partial Exclusion

5 6 9 10 1 2 3 4 5 6 7 9

Live animals 30 81 11 33 15 60 1 13 46 8 4 42

Vegetable products 7 130 12 16 1 56 3 7 97 18 44

Animalivegetable fats and oils 68 2 5 3 54 7 11

Food products 2 51 4 5 62 16 17 126 59 44

Mineral products 69 96 5 2 21 4

Chemical products 504 274 25 91 1 171 30 2

Plastics and rubber 90 13 20 77 21 171

Leather products 11 6 5 26 29 6 2

Wood products 2 27 15 20 26 17 29

Paper products 84 140

Textiles 5 907 14 1 1

Footwear 1 1 5 1 4 25 17 9

Plastic or glass products 27 1 38 63 43 2 3 8

Precision metals 50 12 7 6

Base Metal 216 48 3 16 320 27 13 15 155 10 3

Machinery 395 374 17 17 388 478 27 108

Transport equipment 34 64 1 1 26 14 37 80 170

Precision machinery 80 73 185 1

Others 12 31 20 51 132 4

Total 1619 2184 3 16 320 45 189 873 27 1611 20 116 415 339 84 439

Share 20% 26% 0.0% 0.2% 4% 1% 2% 11% 0.3% 19% 0.2% 1% 5% 4% 1% 5%
Source A u tcdicalatiendsing the legal text of AJCEP
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Table 4: Preference for Liberalization Patterns

Agriculture Non-agriculture

Own Preference

Late Start 19% 10%
Long Phase 52% 62%
To-Partial 5% 19%
By-Partial 10% 5%
Capping 14% 5%
Requests on Partners
Early start of tariff reduction 71% 86%
Short phase 0% 0%
Greater tariff reduction 29% 14%

Note Non-agriculturesectoralsoincludes manufactured food products
Source A u tsurnvey s 6

Next, we asked about the preference for-tayiff measures (NTMs) because,
instead of reducing tariff rates against RTA partners, government may have an
incentive to set NTMs for them. For example, Limao and Tovar (2011) found that
countries are likely ttncrease NTMs for products for which tariff rates are reduced in
RTAs. We posted the question preferencefor NTMs, and theresults are reported
in Table 5. It shows that Thai polieyakers prefer the introduction of restrictive RoOs
for nonragricultual products. We do not finaclear priority for agricultural products.

On the other handiy negotiationwith the partners they prefer the elimination of SPS
for agricultural products and setting less restrictive RimDsontagricultural products.

In thelatter casgethey also prefer thmtroduction of technical barriers to trade.
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Table 5: Preference for Nontariff Measures

Agriculture Non-agriculture

Own Preference

Set of import quota 29% 5%
Introduction of SPS 33% 0%
Introduction of TBT 19% 10%
Set of restrictive RoOs 19% 86%
Requests on Partners
Elimination of import quota 29% 14%
Elimination of SPS 62% 5%
Elimination of TBT 0% 33%
Set of less restrictive RoOs 10% 48%

Note Non-agriculturesectoralsoincludes manufactured food products
Source A u tsurnvey s 6

3.4.Significant Players in Government Decisions

In the political economy model, government is assumed to maximize its utility
function. It basically consists of consumer surplus, supplier surplus, and tariff revenues.
Furthermore, since Grossman and Helpitii94), the studies have included money
contributions by special interest groups or lobbies. More recently, Gavedrale
(2006) and Antras and Miqué011) introduced not only domestic lobbying but also
foreign lobbying. In this subsection, we examine what kinds of players influence the
government 6s deci As wpoded in daple 6,dthere @gsenkeT A s .
differencedy significant players aossthesectors and betweehe Thaiand partner
C 0 u n side.yHOveever, in generaopnsiderations are mostly given to consumers and
related parties as well as Thai firms and related parties. In the case of requests by
partners, consumers and their rethparties are also shown as one of the significant
players in the governmentodds deci sions. Th
campaigning for liberalization of certain products to the policy makdss, inputs
from foreign firms in Thailand argivensomerole as stakeholders from the policy

makersdé gerspective.

4 The importance of each stakeholdeaybe different acrosthe stages of RTA negotiation. For
example, politicians may hawegreater influence otheo f f i ¢ i a |lasth® stage af pastriero n
selection butnay have less influen@ring theprocess ohegotiationwith a specific partner
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Table 6: Importance of the Stakeholders in Decisios
Agricuture  Manufacturing  Services

Own Preference

P olticians 12% 9% 8%
Consumers and their related parties 42% 48% 45%
Thai firms and their related parties 36% 34% 36%
Foreign-owned firms and their related parties 6% 7% 5%
Think tanks or Economists 4% 2% 6%
Total 100% 100% 100%
Requests on Partners
P oliticians 12% 8% 9%
Consumers and their related parties 19% 18% 12%
Thai firms and their related parties 55% 62% 67%
Foreign-owned firms and their related parties 6% 7% 4%
Think tanks or Economists 8% 5% 8%
Total 100% 100% 100%

Note Non-agriculturesectoralsoincludes manufactured food products
Source A u tsunvey s 6

4. Concluding Remarks

Thisr esearch aims to analyze the Thai gove
and examine this against previous theoret
making progress. The relevant Thai government officials were surveyed in order to
clarify the stategy for trade liberalization aridei nf | uent i al f actors o
decision.Our key findingsare as follows. FirstThailand chooses its RTA partners
with the first priority given to major export destinations for Thailamdhich is
consistent wh previous studies showirthe likelihood of RTA formation is higher
between two countries that originally have large trade valBesondagricultural
products with low MFN rates and minor nragricultural products in terms of domestic
production/emplogent are relatively easy to liberalize. In the case of agricultural
products, this is consistent with previous findings gwintries arenore protective
for products with higher MFN ratesThird, in choosing liberalization patterns,
Thailandprefess loifig phase to other typessuch as late start or partial reduction
while it prefess partner countrie® choo® early start of tariff reductior-ourth, inthe
strategy on nostariff measures, the Thai government clegmgfess the introduction

of restrictve RoOsfor the nonagriculture sector, while itequess partners for less
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restrictiveRoOsand elimination ofechnical barriers to tradeor agriculturethe Thai
governmentprefess the introduction of SPS and set import quotabut requess
partners for elimination of SPS and import quéiéh, in the decision on RTA policy,
the governmenprioritizes the requestof consumers and their related parties as well
asthose ofThai firms and their related partiemther than foreigtowned firns or
economes These findinggive valuable insights into better understanding from the

policy maker sdé perspective
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Appendix. Questionnaires

General Information

Name:

Position:

Agency:

Education: Bachelor's Degree Master's Degree  Ph.D.

Duration of Work: Years
Duration of Work related to Free Trade Agreement: Years

Please specifPNE FTA based on which you may answer the below questions.

1. Perspectives of FTAmpacts

Please choose the 3 most important benefits in which Thailand has gained from participating in

QL1 (No. 1 being the most important)
Easier to import intermediate goods/raw materials due to lower tariffs
Increased awareness in new market
New business opportunities and joint ventures
Increase in export sales due to widening market access
Upgrading of technology, business practices and productivity
Consolidation of supply relationships within value chain
Expansion of business activities from deregulation
Expansion of business activities from stricter protection of intellectual property rights (IPRs)
Reduction of costs due to simpler and smoother customs procedures and mutual req
agreements (MRAS)
Others: (Please identify:
)
Q1.2 Please choose the 3 most important obstacles that prevent Thailand from realizing the benefits
" (No. 1 being the most important)
Too many exemptions/exclusions from FTAs
Too slow tariff phase-out
Complex rules of origin
Too restrictive standards and SPS regulations in partner country
Disruptions of supply chain to achieve rules of origin requirement
Need to re-arrange production process to achieve rules of origin
Others: (Please identify:
)
013 Please choose the 3 most important negative impacts that Thailand would be affected by FTAS
" being the most important)
Increased competition from imported products
Increased competition from entry of foreign investors
Stricter environmental regulations
Stricter intellectual property rights
Others: (Please identify:
)
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2. Preferences on Partners

3. Preferences orbiberalization in General

4. Preferences on Liberalize Patterns for Sensitivist Products
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