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Table 12: Tariff Rates on Manufacturing Imports 2006 
(unweighted average in %) 

 All manufactures1  Electronics2 Electrical 
Appliances3 

 Total  
 

Parts 
and 

comp
onent

s  
 

Final 
Goods 

Parts 
and 

comp
onent

s 
 

Finished 
Goods  

Parts 
and 
compon
ents 
 
 

Final goods  

Thailand 7.5 7.6 7.5 1.5 1.8 9.7 16.3 
PRC 9.6 8.2 9.8 1.4 3.2 9.6 15.7 
India 11.1 10.6 11.2 1.6 2.7 11.4 11.1 
Japan 2.5 0.2 2.7 0.2 1.5 0.7 2.5 
Korea 7.5 6.5 7.6 0.3 1.7 7.2 6.8 
Taipei,Chin
a 

4.6 3.5 4.7 0.1 1.3 4.6 5.1 

Indonesia 7.3 3.9 7.7 0.5 1.3 6.1 9.3 
Philippines 6.0 3.3 6.3 0.4 1.2 4.7 5.3 
Malaysia 8.7 5.2 9.1 0.3 1.3 1.4 11.3 
        

Notes: 
1 SITC 5 though 8 less SITC 68. 
2 SITC 75+76+772 +776  
3 SITC 77 excluding SITC 772 and 776 

Source: Compiled using data extracted from the World Trade Organization (WTO)  website 
at http://www.wto.org/english/thewto_e/whatis_e/tif_e/org6_e.htm. 

In reality, however, the effect on trade of any FTA would depend very much on the nature of 
rules of origin built into it. Trade-distorting effects of rules of origin (ROO) are presumably 
more detrimental to network trade than to conventional final-goods trade, because of the 
inherent difficulties in defining the ‘product’ for duty exemption, and due to the transaction 
costs associated with the bureaucratic supervision of the amount of value-added in 
production coming from various sources. Hence, even small differences in ROOs among 
overlapping FTAs can raise business costs and divert trade and associated investment. In 
addition, at the highly disaggregate level, e.g. (6-digit level of the Harmonized System (HS) 
of trade classification, it is not easy for individual firms to identify HS codes for their related 
products (inputs and outputs) so that it creates room for policy discretion.9 Those costs are 
much more onerous for small- and medium-size trading firms in developing countries than 
they are for large corporations. There are two other complications involved in bringing 
network trade under FTAs (or other preferential trading arrangements. 

First, formulating ROOs for network-related trade is rather complicated. The conventional 
value-added criterion is, essentially, not applicable to this trade because the products 
involved are low value-added by their nature. The only viable option is to opt for “change in 
tariff lines” based ROOs (that is, classifying a product which shift from an intermediate goods 
tariff line on the import side to a final good tariff line on the export side as eligible for FTA 
tariff concessions), but this leads to insurmountable administrative problems because 
electrical and electronics goods, and their related parts and components belong to the same 
tariff codes (at the HS-6 digit level, which is the normal basis for designing this type of ROO) 
(Kohpaiboon 2008: Appendix). For example, electrical appliances assembly plants is 
Thailand which use imported bare printed circuit boards (BPCB) together with other locally 
                                                 
9  As argued in Kohpaiboon (2008), when analysis undertaking at the 6 digit HS level, it is likely to find 

mismatched cases in which official records of preferential trade far exceed actual trade simply because it is 
likely for firms to make mistakes in identifying their own HS codes at the very high disaggregated level. But 
when the 6-digit-HS level is aggregated to 4 digit HS levels, mismatching cases disappear. 
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