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tasks: (i) it reviews the country’s evolving trade policies since the 1970s, highlighting the 
recent coexistence of outward orientation with FTAs; (ii) it examines the direction of trade to 
show a shift in exports toward FTA partners; and (iii) it analyzes use of FTAs and influences 
on FTA use, including the risk of Asian noodle bowl effects in overlapping FTAs. 

2.1 Overview of Trade and FTA Policies 

In the early 1970s, following a decade of import substitution, Thailand gradually started 
shifting toward outward-oriented policies under the Third National Economic and Social 
Development Plan.2 An escalating tariff structure (ascending from raw materials to finished 
goods) was used to support exports, but overall tariffs remained high in the 1970s. The 
1980s and 1990s saw renewed emphasis on achieving outward orientation (World Trade 
Organization [WTO] 2003, 2007a). Further tariff reform was facilitated by Thailand’s 
membership of the General Agreement on Tariffs and Trade (GATT) in 1982. Export 
processing zones, tax incentives, and access to duty-free imports were also introduced to 
attract export-oriented foreign direct investment (FDI) into manufacturing, which was rapidly 
growing. Significant tariff reform started in the late 1980s to reduce industrial tariffs. In 
addition, Thailand became a member of the Information Technology Agreement (ITA) in 
1996, which accelerated tariff reduction in electronics.3 

Table 1: Thailand’s Average MFN Tariff Rates 
(%) 

Sector 1989 1993 1995 2000 2001 2003 2005 2007 

Agriculture 47.7 49.9 44.8 41.1 28.9 29.1 25.3 23.9 
Industrial Goods 39.0 45.1 19.7 15.1 14.1 13.3 9.9 7.7 
     Textiles/Garments 66.4 82.0 32.6 24.4 23.7 21.9 18.8 14.4 
     Electronics 43.4 41.6 16.3 13.9 11.7 11.8 7.8 3.8 
     Auto/Auto Parts 57.1 57.1 39.5 38.9 42.6 41.7 33.3 32.9 
All Sectors 39.8 45.7 23.1 18.5 16.1 15.4 11.9 10.0 
Source: Authors’ calculations based on UNCTAD (2008). 

As a measure of the economy’s growing outward-orientation, between 1993 and 2007 
Thailand’s average most-favored nation (MFN) tariffs for all sectors fell significantly from 
45.7% to 10.0% and for industrial goods from 45.1% to 7.7% (Table 1). The three sectors of 
interest to this study had different speeds of liberalization, reflecting the influence of national 
trade strategy and industrial lobbies. Electronics had large tariff cuts (from 41.6% to 3.8%) 
during the same period, followed by textiles/garments (82.0% to 14.4%). Meanwhile, 
auto/auto parts experienced more modest tariff reduction (57.1% to 32.9%) and remained 
relatively protected. 

Thailand’s exports surged, reflecting outward-oriented policies, the entry of export-oriented 
FDI, cheap labor costs, investments in infrastructure, and strategic geographical location. As 
Table 2 shows, the value of total exports nearly trebled between 1995 and 2007 to $152.1 
billion. Electronics also trebled in value to $30.3 billion to emerge as the country’s largest 
manufactured export. The value of auto/auto parts increased twelvefold to $15.2 billion. 
Targeted to become the “Detroit of Asia,” auto/auto parts is considered a rising star in 
Thailand and received significant policy support. By contrast, textiles/garments stagnated at 
under $7 billion due to increased competition from lower-cost competitors like the PRC and 
Viet Nam. Taken together, the three sectors accounted for around one-third of total exports 
in 2007. 

                                                 
2  See Appendix 1 for a background of Thailand’s trade policies and Appendix 2 for trade performance. 
3  ITA members also include Australia, the EU, India, Indonesia, Japan, Malaysia, New Zealand, Philippines, the 

PRC, Singapore, and the US. As an ITA member, Thailand pledged to reduce tariffs imposed on electronic 
products to other ITA members to zero within a designated period (tariffs of three-fourths of tariff lines were 
reduced to zero in 2000, and tariffs of the other lines were reduced to zero in 2003). 
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