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I. INTRODUCTORY REMARKS BY THE CHAIRMAN OF THE COUNCIL

1. At this special Council meeting, we shall resume the programme of
trade policy reviews which began in December 1989, pursuant to the Decision
by the CONTRACTING PARTIES of 12 April 1989, contained in document L/6490.
Today and tomorrow morning, we have the review of the trade policies and
practices of Thailand on the agenda.

2. You will recall that the purpose of the trade policy review mechanism
is 'to contribute to improved adherence by all contracting parties to GATT
rules, disciplines and commitments, and hence to the smoother functioning
of the multilateral. trading system, by achieving greater transparency in,
and understanding of, the trade policies and practices of contracting
parties. Accordingly, the review mechanism will enable the regular
collective appreciation and evaluation by the CONTRACTING PARTIES of the
full range of individual contracting parties' trade policies and practices
and their impact on the functioning of the multilateral trading system"
(L/6490).

3. According to the Decision taken on 12 April 1989, the Council is to
base its work orn two reports: a report by the Government of the party
under review and a report by the Secretariat, drawn up on its own
responsibility. These documents on Thailand are now before the Council
(C/RM/G/13, C/RM/S/13A and C/RM/S/13B).

4. The report by the Government of Thailand follows the Outline Format
for Country Reports agreed by the Council in July 1989 (L/6552).

5. In line with the Decision establishing the Trade Policy Review
Mechanism, the Secretariat has sought clarification from Thailand on its
trade policies and practices, as far as the factual information contained
in the six factual Chapters of the Secretariat report is concerned.

6. At the last set of TPR meetings, covering the European Communities,
Hungary and Indonesia, I reminded the Council that the Decision
establishing the TPRM (L16490) requires contracting parties which have been
reviewed to provide annual statistical up-dates. I am pleased to say that
so far we have received one such statistical update, from Australia. This
has been circulated in document C/RM/G/l/Add.2. I encourage other
contracting parties which were reviewed in 1989 and 1990 to give
consideration to the updates which they should prepare. The Secretariat is
at the disposal of delegations for advice in this connections.

7. Let me now come to the procedures for today's meeting. The
arrangements are set out in document C/RM/7. In this context, I should
like to draw your particular attention to paragraph 6 of this document,
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urging that minor points, in particular purely factual corrections to the
reports before the Council, should be communicated to the Secretariat in
writing after the meeting so that our discussion in the Council today can
focus on major issues. I understand that, before publication, these two
reports now before the Council may have to be revised with due
consideration to any such comment.

8. Some contracting parties have given advance notice in writing of
points they wish to raise at this meeting. These communications have been
passed on to the Thai delegation in Geneva. Of course, these
communications will not in any way limit the scope of discussions at this
meeting.

9. Once again I am pleased that Ambassador Calovski and Mr. van de Locht
have been willing to assist, in their personal capacities, the Council in
its deliberations.1

10. At our last meeting, I suggested that these special meetings of the
Council could perhaps be somewhat more structured than in the past. I had
proposed a number of themes which emerged from a reading of the documents
then before the Council. In these meetings, I should like to pursue the
idea of a more structured discussion, in order to promote more debate
within the Council.

11. In reviewing the trade policies and practices of Thailand, it seems to
me that three main themes might be developed:

(1) General objectives in relation to trade policies; questions
relating to bilateral, regional and multilateral trade
liberalization, including relations between Thailand's membership
of ASEAN and the Cairns Group and its objectives in the Uruguay
Round; and problems faced by Thailand's exports on world
markets;

(2) Use of major policy instruments, including customs and tariff
matters, import licensing, investment promotion and other major
policy measures as State and private trading monopolies,
government procurement procedures, export licensing, and price
controls;

1In the unavoidable absence of Ambassador Calovski, his statements were read for him by
Ms. Olga Lazic-Djerdj of the Mission of Yugoslavia.
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(3) Sectoral aspects of Thailand's trade policies and practices,
including the policy approaches to the development of infant
industries and national resource-related products.

12. On this basis, the Conmcil could express its views and make its
appreciation regarding Thailand's trade policies and practices.
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IT. INTRODUCTORY REMARKS BY THE REPRESENTATIVE OF THAILAND

13. On behalf of the Thai Government, we welcome the opportunity given to
us at this Special Council Meeting to review our trade policy for the first
time.

14. Allow me first of all to thank the Secretariat for the time and work
undertaken to put together a well prepared, informative report, which
provides a good review of Thailand's trade policy objectives and practices,
I will not repeat what is already contained in the review submitted by
Thaiiand and the Secretariat but will highlight some pertinent facts,
recent developments and points on which our interpretation differs from
that of the Secretariat.

15. We recognise the increasing significance of interdependent trade
policies and practices and fully support the introduction of a trade policy
review mechanism as an important tool towards strengthening the GATT
system. The TPRM enables us to examine closely our own and other
contracting parties' trade policies and practices. At the same time, it
provides an opportunity for other countries to have a better understanding
of our trade policy. This, in our view, could serve to lessen friction and
misunderstanding that now exist in international trade relations.

16. Before I turn to the issue on our agenda, I should also like to
express appreciation to the Chairman and the Discussants who have
undertaken the task of leading the discussion today.

17. In the 1960s, Thailand's exports consisted of a few agricultural
commodities and minerals, namely, rice, rubber and tin ore. Following the
implementation of the export oriented policy from the mid-1970s onwards,
there has been an expansion and diversification of Thai exports.
Thailand's economic performance has become increasingly dependent on
international trade.

18. Realizing that international trade relations should be based on a
multilateral legal framework, Thailand acceded to the GATT in 1982. The
GATT, as an embodiment of the free and open trading system, has since then
become a central foundation of our economic reform.

19. As our trade grows, we have been more and more exposed to the
realities of competition in world trade. We have found that nations,
especially the bigger ones, do not refrain from using all measures to
protect their domestic industries and to increase their competitive
position. Our exports have been increasingly subject to trade harassment,
whether in the form of anti-dumping and countervailing investigations,
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voluntary export restraints, or the threat of unilateral action under
domestic legislation of some trading partners.

20. We have also found that our exports, especially agricultural exports,
are being faced with unfair competition in the world markets from developed
countries who subsidize their production and export to the tune of hundreds
of billion dollars a year. This has led to severe distortion and economic
loss especially for countries whose economic viability depends to a large
extent on earnings from agriculture exports.

21. With these problems in international trade, we have come to realise
that for a small trading nation like Thailand, the only viable long-term
alternative is to help build up a strong, open and equitable multilateral
trading system such as the one embodied in the GATT.

22. We have therefore participated actively and constructively in the
Uruguay Round of Multilateral Trade Negotiations with the objective of
contributing to the improvement of the multilateral trading system,
believing that it would bring about further liberalization and expansion of
world trade and prevent as far as possible situations where stronger
trading nations imposed unilateral and bilateral pressure on smaller
counterparts.

23. It is our hope that a successful Uruguay Round must be one which
brings about equitable benefits to all participants and one which puts an
effective end to unilateralism end bilateral pressures. Towards this and
we are prepared to make contributions which are consistent with our trade,
financial and developmental needs.

24. Now let me turn to the development of the Thai economy. The Thai
economy has undergone dramatic structural changes over the past two
decades. The foundations for these changes were laid by a series of
long-term national economic and social development plans, which started in
1961.

25. In the 1960s, agriculture was the leading sector, producing
31 per cent of the GDP while manufacturing produced only 14.2 per cent.
Primary exports, namely rice, rubber, teak and tin ore, accounted for more
than three-quarters of the total export value. The major emphasis was on
import substitution.

26. However, from the mid-1970s onward, the Government's policy shifted
towards the promotion of the export-oriented industries and manufacturing
began to overtake agriculture as the major contributor to the GDP. In
1990, the share of manufacturing in GDP rose to 26 per cent while that of
agriculture declined to 12.4 per cent. In terms of export value,
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manufactured products' share in total exports increased to 62.2 per cent
whereas that of agriculture dropped to 18.6 per cent.

27. Nevertheless, the two sectors are still closely linked as
agro-industry products account for one-third of manufactured output. Major
exports now cover products such as garment, computers and parts, gems and
jewellery, footwear, integrated circuits and canned seafood.

28. Since 1987, the Thai economy has achieved an impressive rate of
economic expansion. with an average growth rate of about 10 per cent per
annum. The rapid growth has been chiefly a result .f a surge of exports
and inrestment, and expansion and diversification of industrial capacity
and the threefold increase in income from tourism.

29. Although the rapid economic expansion has been widely acclaimed it has
also created the following problems.

30. First, the overheated economy has put pressure on domestic inflation
and worsened the current account deficit which has resulted from excessive
imports and domestic spending. This was compounded by the negative effect
from the Gulf crisis.

31. Second, although exports have climbed spectacularly over the years
they are invariably outpaced by the growth in imports, particularly imports
of capital machinery and industrial inputs, resulting in an ever-widening
trade deficit.

32. Third, the emerging inadequacy of infrastructure, particularly in
roads, ports, waste supply, electric power and telecommunication
facilities, has begun to make itself felt more acutely.

33. Fourth, the shortage of qualified personnel, particularly engineers
and technicians, has reached a critical stage.

34. Fifth, the problems of income distribution and dispersion of economic
prosperity have not been effectively solved to the benefit of the rural
poor.

35. Sixth, the traffic congestion in Bangkok and suburban areas has caused
pollution, and severe economic wastes.

36. These problems have to be tackled in a comprehensive manner. Some of
the problems call for a structural reform while others need only a slight
adjustment of the present system. These reforms and adjustments have to be
carried out in a cautious manner so that they will not disrupt the ongoing
process of economic development.
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37. With this in mind the Government has taken steps in progressive
reform.

38. Although the present Government is only an interim one pending the
promulgation of a new constitution and the holding of general elections
later this year, it has assumed responsibility and obligation in laying
down a framework and foundation for the future.

39. In his Aprii statement on Government policy delivered to the National
Legislative Assembly, the Prime Minister stated that the first priority of
his Government was to put in place a Government system that is transparent,
accountable, responsive and minimizing the discretionary power of
bureaucrats.

40. This administration intends to change the Government's fundamental
role from 'regulator and controller" to that of "supporter, promoter and
facilitator" of development under the goal of more liberalized, freer trade
in a fair and open competitive system. To reach this goal, streamlining of
customs procedures and tax structures, improvement and reduction of tariff
and fee rates, liberalization of the monetary system, liberalization of the
export-import regime, revision of laws and regulations and elimination of
bureaucratic red tape would be undertaken on an urgent basis.

41. The Government's policy will be implemented in accordance with the
national economic and social development plan. The seventh plan, which
will be implemented during the next five years, has laid down an action
plan for Thailand's participation in the multilateral trading system and
strengthening the competitiveness of the Thai economy through the
multilateral system.

42. Moreover, the Government aims to improve the quality of life of the
poor and the underprivileged, ensure fairer distribution of income and
development opportunities, resolve the infrastructure bottlenecks, upgrade
workers' skills and improve the technical knowledge base.

43. Finally, the Government accepts the responsibility to conserve the
environment, use natural resources effectively, fight worsening pollution
and continue sound macro economic policies.

44. Having touched on the Government's policies in general, I would like
to draw your attention to the decontrol and deregulation taken in specific
sectors.

45. The Government has no intention to select any specific sector for
promotion or protection. To pursue the goal of a more liberalized trade
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and fair and open competition it is now taking steps to deregulate and
eliminate specific protective measures.

46. The present import licensing regime has been imposed mostly to protect
public morals, human, animal or plant life or health, to conserve
exhaustible natural resources, to comply with intergovernmental commodity
agreements etc. There are only a few products on which import licensing is
required in order to protect infant industries. However, as part of the
Government's strive towards trade liberalization and creation of a
competitive environment, the Ministry of Commerce has been reviewing the
import regime. This resulted in unilateral liberalization of more than
10 products in 1990.

47. For example, in the automotive industry, which is the most protected
industry, the Government has removed the import restraint on engines and
completely built cars. The import duty for automobile industry is being
reviewed and is expected to be lowered in accordance with the Government's
policy to eliminate protection in specific sectors, create competitive
environment and enhance industrial efficiency.

48. Regarding controls on expansion and establishment of new factories,
the main objectives of existing regulations are for environmental purposes,
and to ensure efficient use of limited financial, human and natural
resources etc. The Government has simplified the procedures and reduced
bureaucratic red tape in issuing licenses. Regulations governing expansion
and establishment of new factories would be turned into guidelines for
industries, to ensure that their expansion or establishment would not cause
environmental degradation and natural resource depletion.

49. On environmental issues, the Government will implement programmes to
clean up factory pollution and waste, and provide incentives for factories
to move into industrial estates equipped with waste and pollution treatment
facilities. The role of the Government will become monitoring instead of
controlling.

50. With respect to the monetary sector, the second round of foreign
exchange deregulation has taken effect since April 1, a follow-up to the
successful foreign exchange liberalization undertaken in May last year
simultaneously with Thailand's compliance with Article 8 of the
International Monetary Fund.

51. It has deepened the relaxation of the controls, freed up the financial
system and facilitated the integration of the Thai economy into wider
international environment. It allows the public to buy, sell and increase
limit of foreign exchange with less documentation and procedures.
Commercial banks will be delegated more authority to approve a wider range



C/RM/M/13
Page 10

of exchange transactions. There will be no restrictions on capital
investment and foreign borrowing, repatriation of investment funds,
dividends and profits as well as loan repayments and interest payments
thereon, net of all taxes, will be made freely.

52. The deregulation will help increase the expansion of global trade and
international investment opportunities.

53. Even though the dominance of the manufacturing sector has induced the
reallocation of labour away from the agricultural sector, more than half of
the Thai population, of over 30 million in number, are still farmers whose
livelihood remains subject to the uncertainty of weather conditions and
world prices.

54. Thai agricultural policies are mainly geared towards three objectives:
first, to maintain economic growth and stability through expansion of
agricultural outputs, per capita income, and value as well as volume of
agricultural exports; second, to promote a more equitable distribution of
income to farmers and agricultural workers; and third, to improve the
quality of life and environment. These three objectives have been
maintained since the commencement of the sixth National Economic and Social
Development Plan in 1987.

55. Thailand tries to conduct its agricultural policy with minimal
intervention from the Government. However as a result of world trade
distortion in the agricultural sector caused by protective policies and
over-production as well as export subsidy programmes of developed
countries, the Thai Government is compelled to intervene in the domestic
market as needs arise in order to stabilize income in the agricultural
sector.

56. However, it is our firm conviction that the problem has to be urgently
solved through multilateral disciplines by integrating agriculture into
GATT system. This is the underlying objective for our efforts towards
reaching a meaningful agreement in agriculture in the framework of the
Uruguay Round Negotiations.

57. Turning to investment policy, it is important to note that Thailand
conducts its investment policy with the aim of supporting the country's
social and economic development objective. It is therefore inevitable that
the Government has to extend incentives and promotional privileges to some
industries in order to support the decentralization of industries to
provincial areas where basic service investment lags behind metropolitan
areas.
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58. Concerning foreign investment policy, the Government has exercised an
open-door policy encouraging external investors. To ensure the security of
a foreign investment project, the Government offers a guarantee against
nationalization and competition from new Government enterprises.

59. Having elaborated on recent developments thus far, I would like to
conclude by highlighting some prospective programmes in support of trade
liberalization.

50. The Government is determined to continue liberalization efforts in
encouraging fair competition both for domestic and international trade,
with a view to enhancing the country's efficiency and competitiveness in
international markets.

61. In a step to liberalize trade and promote free enterprise, prospective
programmes are foreseen in several areas, for example, a plan to revise the
Price Fixing and Anti-Monopoly Act in order to encourage competition and to
regulate only in case of monopoly, and restrictive business practices and
unfair trade practices.

62. The import and export regime is placed under review as a priority
matter as has been mentioned earlier.

63. In the fiscal domain, the Government will pursue the effort to
introduce the value-added tax to replace the present business tax by early
next year. The replacement will improve the efficiency of the tax
collection and help plug loopholes which allow tax evasion and avoidance.
It will also reduce redundant taxation in businesses and industries to help
boost economic competitiveness. The implementation of the VAT system will
remove the discriminatory effect of business tax between domestic and
imported goods. By reducing redundancy for taxation in businesses and
industries, the Government would be able to remove the present duty rebate
scheme.

64. The Government is presently considering a proposal to streamline the
country's tariff structure. This involves a replacement of the currently
applied thirty-six different rates with six tariff rates. The
restructuring would facilitate better transparency of the Thai Tariff
system.

65. In the investment sector, the Government also plans to streamline
investment regulations and procedures to make them clearer and more
flexible so investment projects can be implemented quickly.
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66. It will maintain the policies of spreading industries into rural
areas, encouraging technology transfer and development, promoting
export-oriented and supporting environmental protecting projects.

67. From this review, it is evident that Thailand has put full confidence
in the multilateral trading system. We will continue to give full support
to and co-operate with contracting parties to establish a fair and
equitable trade rule for all nations.

68. We have found that in the process of reviewing trade policy of
contracting parties, we are able to obtain more transparency in
international trade. This will help us beware of our weak points which
would in turn help us in improving our efficiency and competitiveness In
international trade.

69. The TPRM process is therefore essential in reducing frictions and
promoting the smooth operation of international trade.
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III. GENERAL OBJECTIVES OF TRADE POLICY

(1) Statement by the first discussant

70. Allow me to begin by thanking the Thai Government and the GATT
Secretariat for the excellent reports which, together with the introductory
remarks and the statement of His Excellency the Ambassador of Thailand
provide us with a very useful and comprehensive basis for the review of the
trade policy of Thailand in accordance with the Council decision of
13 April 1989. I was really impressed by what our colleague the Ambassador
of Thailand has underlined in concluding his statement. While reviewing
the Trade Policy of Thailand we have to see what are, and what are not the
objectives of this review. We have mentioned what the objectives are,
namely, that the review is not "intended to serve as a basis for the
enforcement of special GATT obligations or for dispute settlement
procedures, or to impose new policy commitments on contracting parties".
Another matter which I would like to stress, right at the beginning, is
that we are asked to have the review "against the background of the wider
economic and developmental needs, policies and objectives of the
contracting party concerned, as well as of its external environment", I
repeat, as well as of its external environment. I am underlining this
because one of the most important findings one will come across, after
studying the reports, is that the impact of Thailand's trade policies and
measures on the multilateral trading system, as a matter of fact, is very
small and commensurate with its share in the world merchandise imports of
0.8 per cent and in exports of 0.6 per cent in 1989. In the same year,
Thailand participated in world commercial services exports and imports by
1 per cent and 0.7 per cent respectively. But, on the other side, the
impact of the multilateral trading system and trade policies and measures
of Thailand's major partners is huge on Thailand's development and trade.
The present situation in international trade relations raises serious
problems for Thai development and foreign trade. This is why Thailand so
actively participates in the international efforts for an improved and
strengthened multilateral trading system.

71. In its very complex international relations, including the political
problems in the region that influence the situation in the country,
Thailand has successfully developed its economy, significantly contributing
to the international cooperation in the region and broader. Even today
Thailand has to pay attention to many circumstances and foreign policy
considerations. Thailand today is an attractive place for foreign
investments and a country that is increasingly dependent on international
trade. Since the mid-1980s Thailand was among the fastest growing
economies in the world. The ratio of exports of goods and services in GNP
rose from 25.5 per cent to 39.5 per cent in the last decade. Something
that catches our eye immediately on studying the report is that Thai policy
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is interwoven with efforts to have Thailand develop but not on tie account
of others, which is one of the main principles of international
cooperation.

72. The remarkable results Thailand has achieved were not accomplished
easily. There were problems and difficulties that characterize the
development of many developing countries. I think the results have been
reached on the basis of the implementation of a wise, recently more outward
looking policy inspired by the wish for a fast development. I am convinced
that, in the period to come, Thailand shall have even more success in its
economic development.

73. The Government of Thailand favours a strong multilateral trading
system and it seeks greater global trade liberalization. The experience of
the limits of an inward-looking approach towards trade and development
policy and recognition of the potential of the world economy in providing
markets, inputs, investment and technology, as well as incentives for
increased efficiency of domestic production contributed to the Government's
orientation towards more open economy and the liberalization of the foreign
trade regime. As a result Thailand witnessed a strong trade and economic
growth, became an attractive country for direct foreign investment, and has
developed itself into a dynamic export-import economy. The value of
overall trade in 1981 was about US$10.2 billion. This year it is expected
to reach about US$64.4 billion. Exports in 1981 were US$4.2 billion - this
year they are expected to be about US$26 billion. Imports in 1981 were
about US$6 billion and this year they are expected to be around
US$38 billion. These are really impressive figures, most impressive
results. It should be, however, pointed out that the Government would
favour a more diversified structure of the Thai foreign trade.

74. I was struck by the significant structural changes in Thailand's
exports and the fact that the share of manufactures has reached more than
62 per cent in 1990, while agricultural products' share dropped from about
50 per cent in 1980 to 18.6 per cent in 1989. Are there other reasons
besides Governmental policies of production and export diversification that
have contributed to such changes? In this respect I would also like to ask
whether Thailand envisages a further decline of the share of agriculture in
overall exports, or rather structural changes within the industrial
exports?

75. Thailand would like to see the problems encountered in its major
export markets, particularly underlined on pages 27, 28 and 29 of the Thai
report, solved properly and as soon as possible. Trade relations with the
United States, European Community and Japan are of particular importance
for Thailand. I think it would be useful if Thailand could elaborate a
little further the effects of difficulties faced in the markets of major
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partners on its exports, including the effects of the current recession in
the main markets and also because of the Gulf crisis and the results of
this crisis. I have noted that specific problems concern Thailand's canned
seafood and the question of intellectual property rights.

76. Thailand acceded to the GATT in 1982. It is not a signatory of any of
the Tokyo Round Codes. It has the status of observer in the Arrangement
regarding Bovine Meat and in the Agreements on Technical Barriers,
Subsidies and Countervailing Duties, Anti-Dumping, Customs Valuation,
Government Procurement and Import licensing Procedures. It would be useful
to hear from the representative of Thailand what are the problems the
Government has to accede to at least to some of the Codes and what are its
intentions in this respect?.

77. As we all know, individually and as a member of the Cairns Group and
ASEAN countries, Thailand is taking an active and positive part in the in
the Uruguay Round.

(2) Statement by the second discussant

78. As already outlined by my neighbour, one cannot fail to be impressed
by the economic performance of Thailand over the last two decades. One
also cannot fail to be impressed by the introduction of the Thai
ambassador, in which he already answered part of the questions that arise
out of the reports of both the Secretariat and the Thai Government. I
think that it is really an example of, or an expression of, the dynamism of
the Thai economy and its participants. Thailand achieved a rather smooth
transition from a import substitution policy towards an outward looking
policy halfway through the seventies, and maintained a rather high level of
economic growth. The second oil crisis in the beginning of the eighties
sowed that down a bit, but the macro economic policy mix with which the
Thai Government responded was highly successful. An important part of that
mix was formed by more liberal trade policies and a simplification of the
trade regime, supported by a realistic exchange rate policy. As the Thai
ambassador just said, GATT forms the basis of economic reform in Thailand.
However, the legal foundation of the trade policies seems to stay a bit
behind vis-à-vis actual policies.

79. As a consequence, many aspects of trade policy formulation,
implementation and the instruments themselves are not transparent. In both
the import regime and the investment regime there is room for a
considerable amount of discretion. Linked to this issue it would be
interesting to hear from the Thai authorities which criteria they implement
in the privatization of several State enterprises; and I had also noted
down the question of whether a competition law exists, but this is now, I
think already answered by the Thai ambassador in saying that there is now a
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project underway for a competition law. Given the fact that Thailand's own
further export growth requires a more stable and liberal trading
environment, my neighbour has rightly pointed out that the Thai economy is
more dependent on the world environment than the world environment on the
Thai economy.

80. One could ask oneself the question whether, in the framework of a
package of a successful conclusion of the Uruguay Round, the Thai
Government would be able to overcome domestic resistance to further
liberalization, and also in diminishing the level of discretion.

81. It is well known that Thailand, as a member of the ASEAN and as a
member of the Cairns group, is actively looking for strengthening of the
multilateral system. In this respect it would be interesting to hear from
the Thai authorities and from other participants hown they see the
relationship between the various regional and bilateral liberalization
initiatives and the GATT system.

82. Linked to this point, it was for me striking to see that the share of
ASEAN trade in Thailand's overall trade is relatively small. Is there
still an untapped potential for great trade growth from which the whole
region could benefit?

83. A last point under the general heading that I would want to embark on
is the fact that the reports signal that in Thailand, in the areas of
skills, infrastructure and environment, there occur bottlenecks for further
growth. The Thai ambassador already indicated, I think, six problem areas
under which these could be dealt with and he also already gave the
direction in which the Thai authorities are looking for solutions. It
would be interesting to hear, amongst other things, how the Thai
authorities see the relationships between these issues and trade and
investment issues.

(3) Statements and questions by the members of the Council

84. Council members complimented Thailand and the GATT Secretariat for the
quality and coverage of the reports, which constituted a good basis for the
review. They thanked the two discussants for their excellent introductions
to the debate.

85. The representative of Japan noted his country's excellent and very
close relationship with Thailand. Their bilateral trade had expanded
considerably. Japan had become the second largest market for Thai exports.
He mentioned the Thai Government's White Paper on the restructuring of
economic relations between Thailand and Japan which encompassed their
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overall, bilateral economic relations including trade, investment and
technical cooperation. He looked forward to further development of free
trade between Japan and Thailand.

86. Thailand had achieved stable and rapid economic growth following the
principles of a free market economy. The steady development of domestic
manufacturing, a substantial real effective devaluation, and an export
promotion policy involving investments had led to a sharp rise in foreign
investment inflows. This, in turn, had accelerated the increase in exports
of manufactured goods. The process of reform of tariff and non-tariff
barriers has been accompanied by a rapid increase in imports of capital
goods, raw materials and intermediate products. Thailand's liberalization
would help the country deal better with its balance-of-payments problems in
the future. In order to achieve balanced economic development, the Thai
Government should address issues such as improvement of infrastructure,
training of skilled workers, improvement of income distribution and
avoiding regional concentration of economic development.

87. The representative of India emphasized the need to focus on the wider
economic and developmental environment surrounding Thailand's economic and
trade policies. The path of liberalization adopted by Thailand during the
last two decades, and particularly over the last two years, had shown
remarkable results in economic growth, increase in exports, greater inflow
of foreign investment and technology, and improvement in the
balance-of-payments position. Although the share of manufactures in
Thailand's exports had increased dramatically over the last decade, exports
of agricultural products - where considerable trade distortions still
persisted - still accounted for almost one third of total export earnings.
For liberalization measures to have a lasting impact on the Thai economy it
was essential that world trade in agriculture be conducted on the basis of
GATT rules and principles. Textiles and clothing, trade in which was also
outside the normal GATT rules, accounted for a further 17 per cent of
Thailand's merchandise exports. It was, in his view, absolutely necessary
to bring this sector fully under GATT rules in the Uruguay Round.

88. Liberalization by Thailand had significantly increased in imports of
raw materials, intermediate goods, and machinery. The process of
liberalization had not yet extended to finished products and consumer
goods, which were still protected through high tariffs, tariff escalation
and import licensing. Such measures in non-priority areas were
understandable, given Thailand's stage of development of the Thai
authorities to continue the rationalization of such policies. The
international community should give all necessary assistance and
encouragement to Thailand. Significant and early results in the Uruguay
Negotiations, particularly in the areas of agriculture, textiles and
clothing would go a long way in this direction.
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89. The representative of Australia said that the review gave a clear
picture of the substantial economic transformation in Thailand, a fellow
Cairns Group member which had emerged as an important trading entity in the
Asia/Pacific region. Thailand had achieved this transformation in a short
period of time, following similar economic policies to other successful
high growth Asian economies, based on identification of key industries, a
favourable exchange rate, encouraging foreign investment, and providing
incentives to export-oriented industries.

90. Thailand had developed a dynamic manufacturing sector in a relatively
short period of time with the help of favourable world economic conditions
since the mid-1980s, and liberalizing measures such as the opening of the
Thai market to foreign investment, reducing tariffs, and strong Government
intervention.

91. Thailand's trade policies were generally in line with, and upheld,
GATT disciplines. A strong supporter of the multilateral system, Thailand
had shown a high level of commitment to the most-favoured-nation principle.
Its policies were shifting from import substitution to being more outward
looking. The promotion of export industries led to an associated increase
in import demand and reductions in internal restrictions to ease access for
certain goods.

92. The Australian representative was encouraged that Thailand proposed
further reform or liberalization in a number of areas, including
replacement of non-automatic licensing with tariffs, increasing tariff
bindings, rationalizing tariff rates, and replacing the business tax with a
more GATT-consistent value added tax.

93. The representative of the United States said that Thailand had
liberalized its economy dramatically over the past decade, following a
classic strategy for sound economic health: fiscal and monetary
discipline, limited public external borrowing, move to a more flexible
exchange rate, increased access to imported inputs, and liberalized foreign
investment. Reducing its earlier anti-trade bias, Thailand had sought the
potential advantages of integrating with the world economy in terms of
export markets, inputs, investment and technology.

94. Among the fastest growing economies since the mid-1980s, Thailand's
growth rates during this period were closely tied with its ability to take
advantage of foreign investment and foreign markets for exports. A strong
multilateral system, based on the framework of the GATT, was another factor
in Thailand's success, and helped Thailand resist unilateral and bilateral
pressures by large trading partners. Noting that the United States was
Thailand's largest export market, he drew attention to the need for
Thailand to increase its support for the system that had so greatly
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benefited its development. Thailand was now in a position to offer greater
trading opportunities in return, and to increase its participation in the
work of the GATT.

95. More items were subject to import licensing today than in 1982, when
Thailand joined the GATT. He encouraged Thailand to eliminate its import
licensing requirements. Further, Thailand should reduce its tariffs and
broaden and deepen the scope of its bindings, thus providing a more stable
environment imports. Future tariff liberalizations must be implemented in
a more balanced fashion among sectors, including agriculture. Thailand
should join the Tokyo Round Codes, particularly those dealing with customs
valuation, licen ing, and standards. Adherence to these procedural
disciplines would ensure that Thailand's trade policies develop within the
GATT framework.

96. The representative of Canada noted the difficult circumstances faced
by Thailand at the beginning of the last decade. Thailand coped with these
difficulties more successfully than some others, with its outward-oriented
policies and domestic macroeconomic management playing a major r6le in this
process. Substantial economic growth and inflows of investment had
resulted. Canada believed that a more vigorous trade liberalization effort
by Thailand would be in the interest of both Thailand and its trading
partners.

97. While Thailand had liberalized its investment rules, the local content
schemes in the context of industries promoted by the Board of Investment
were not clear. Canada similarly asked for clarification of Thailand's
institutional structure for making trade policy, particularly of the
process for making decisions regarding import licences, tariff treatment
and Government procurement of major goods and services. Greater
transparency would help Thailand achieve its commendable objectives for
trade policy, including the creation of a conducive environment for trade
and encouraging a competitive economic structure.

98. Recognising the importance of trade for its economy, Thailand had
participated actively in the Uruguay Round negotiations. Canada
particularly noted Thailand's participation, as a fellow member of the
Cairns Group, in efforts to improve the functioning of the multilateral
trading system for agriculture. In this context, Canada encouraged
Thailand further to examine its own trade regime for agricultural products.
Referring to the high degree of product concentration among Thai
agricultural imports, the Canadian representative asked how Thailand
reconciled its restrictive policies like high tariff rates, the use of
alternate tariffs and extensive use of non-automatic licensing, with its
general economic development and trade policy objectives.
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99. The representative of New Zealand said that Thailand's remarkable
progress demonstrated the value of the increasingly outward-looking
economic policies which it had followed. New Zealand was pleased that
Thailand continued to address its trade policy distortions, and welcomed
Thailand's long term objective of lowering the overall level of tariffs and
reducing the number of its tariff rates. Thailand deserved credit for
applying most-favoured-nation tariffs to 99 per cent of its imports. This
constituted valuable support for the m.f.n. principle and the GATT system.
New Zealand would follow closely the wide ranging economic reform programme
of the Government of Thailand. He hoped that these reforms would extend
the generally positive trend of recent policy changes for the remaining
protected sectors of th3 Thai economy.

100. Noting the close association between New Zealand and Thailand in the
Cairns Group, he said that reductions in world agricultural trade
distortions were needed to support Thailand's reforms. This fact should be
borne in mind by contracting parties when encouraging developing country
exporters, such as Thailand, to pursue extensive domestic policy and trade
liberalization.

101. The representative of the European Comunities said that Thailand
stood out as a dynamic exporter and importer, an outward looking economy
which was ready to tackle problems as they arose. The Communities had a
share in Thailand's success story, holding second place both as exporter to
and importer from Thailand. Like the Community, Thailand encouraged
regional cooperation as a pillar of support for the multilateral trading
system. He found it surprising that its ASEAN partners accounted for a
relatively small portion of Thailand's trade.

102. Thailand's open approach towards direct foreign investment had been
particularly positive and beneficial. He asked whether Thailand intended
to broaden its direct foreign investment base to include a greater
proportion of investment from, for example, the Community, and if so, how?

103. The representative of the Republic of Korea complimented Thailand on
its economic success. His country maintained a close and complementary
relationship with Thailand. The prospects for cooperation in the field of
investment were bright. As a full dialogue partner of ASEAN, Korea had the
opportunity to further promote these economic and trade relations.

104. Since joining the GATT in 1982, Thailand had progressively pursued a
policy of tariff reduction, import liberalization and expansion of
industrial investment. Thailand's success story, based on an open trading
system, provided a model for developing countries.
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105. Thailand had participated actively in the Uruguay Round. Its positive
attitude could be seen from the offer to bind half of its tariffs, up from
the current coverage of only 3 per cent.

106. The representative of Switzerland noted the dynamism of Thailand, the
shift from import substitution to export promotion, the liberalization in
the economy and the consequent striking changes which had occurred in
Thailand's economic structure. On the negative side, she mentioned the low
level of tariff bindings, the complications involved in calculating certain
tariffs, and the complexity of policy procedures such as licensing and
procurement where even the Thai authorities had difficulties in providing
information There was a need for greater transparency. Switzerland
encouraged Thailand to sign the Tokyo Round Agreements.

107. Thailand intended, in pursuing liberalization efforts, to lower
tariffs, bind its tariffs substantially within tiAe Uruguay Round, reduce
the role cc State monopolies and increase that of the private sector, and
make its financial and trade policies more sensitive to the international
situation. These steps would help Thailand to play a greater role in the
international scene. The representative of Switzerland asked which aspects
of Thailand's future policies depended on the results of the Uruguay
Round, and what were seen as results to be obtained in the Uruguay Round
itself Thailand uas increasingly dependent on the world economy should
continue on its course towards an open system.

108. The representative of Finland, speaking on behalf of the Nordic
countries, noted that rapid growth in the Thai economy would have to be
managed carefully in order to avoid overheating.

109. Thailand's economic growth had led to an accentuation of regional
differences. Awareness of the environmental impact of economic activity,
particularly had increased. He asked to what extent environmental
considerations were included in the planning of Thailand's future economic
development, and how effective were measures which had been taken to
decentralize economic activity. In this context, he sought information on
how Thailand intended to deal with its deficiencies in infrastructure and
education and on measures used to achieve a more even distribution of
economic activities.

110. He mentioned that the cooperation of ASEAN countries had taken place
so far mainly in the political field. In view of the active participation
of ASEAN countries, individually and as a group, in the Uruguay Round, he
asked for Thailand's views on the possibilities of increasing regional
economic cooperation. Thailand's views on Malaysia'sproposal to create an
East Asian Economic Group, and the effects of such a group on Thailand's
trade policy, were sought.
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111. The representative of Finland pointed out that Thailand was not a
signatory to any of the Tokyo Round Codes. The Nordic countries would
welcome Thailand's decision to accede to them and would appreciate any
indications of the possibility of such a decision.

112. The representative of Hungary appreciated Thailand's import
liberalization measures in recent years. Further liberalization would
strengthen the efficiency and competitiveness of the Thai economy. The
important role of international trade in promoting economic growth was
shown by the high share of trade in Thailand's GDP. Thailand, like
Hungary, supported the principle of non-discrimination. He hoped that the
full implementation of the programme of Thailand's economic transformation
would contribute to a more dynamic development of their bilateral trade
relations. He commended Thailand for its active participation in the
Uruguay Round and in the work of the GATT to contribute towards an
improvement and strengthening of the multilateral trading system.

113. The representative of Sri Lanka congratulated Thailand for its
liberalization measures implemented since 1980. Sri Lanka was the 35th
largest importer of Thai products, despite being a nation of only 17
million people - an indicator of Sri Lanka's own liberalization policies.
He said that Thailand's example of a wide ranging package of liberalization
measures would be useful for Sri Lanka's own programme of liberalization.

(4) Responses by the representative of Thailand

114. The representative of Thailand thanked the contracting parties which
had praised Thailand for its policies. Regarding non-participation of
Thailand in the Tokyo Round Codes, he said that Thailand was still awaiting
the improvement of the Codes in the Uruguay Round before taking any
decision.

115. ASEAN should be viewed as an avenue for increased cooperation between
participating countries in a GATT-compatible manner conducive to the
international trading system. In Thailand's experience, ASEAN had served
to strengthen the multilateral trading system. Evidence of this was
provided by the role of ASEAN in the Uruguay Round negotiations. The share
of Thailand's trade with other ASEAN countries was low because ASEAN
countries had many products in common. The Common Effective Preferential
Tariff, would effectively lower intra-ASEAN tariffs to a common level and
hopefully enlarge the effective market. The Fourth ASEAN Summit would be
held in the near future. He hoped that further progress would be made at
that meeting towards expanding intra-ASEAN trade.

116. The East Asia Economic Grouping would not be trade restictive or
discriminatory. Its objectives would be to pursue trade and economic
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cooperation in a manner which served to strengthen the multilateral
economic system.

117. The agricultural sector would continue to play an important role in
Thailand's economy, and agro-based industry would be important for the
foreseeable future. Thailand had sought to expand and diversify its
product structure and its export markets. These efforts had, however, met
with problems which had curbed Thailand's ability to perform as well as it
could under fairer conditions of competition. Thai exports of agricultural
products in raw and processed forms faced problems such as the effects on
world markets of export subsidies by some developed countries, as well as a
variety of market access impediments such as import prohibition,
quantitative restrictions, and stringent health and sanitary regulations.
Thailand attached great importance to the outcome of the agricultural
negotiations in the Uruguay Round, in which it was participating with other
members of the Cairns Group.

118. Thailand's emerging exports of manufactures also faced high
protectionism, often because it was a more cost-effective supplier. He
referred to measures such as the enforcement of domestic legislation,
proliferation of anti-dumping and countervailing actions, and growing use
of environmental protection as trade barriers. Thailand attached great
importance to the market access opportunities to be provided as a result of
the Uruguay Round.

119. Thailand's trade policy was moving towards greater liberaliation,
following the general trend of domestic economic policies. He linked the
pace and nature of Thai reforms to the opportunities provided by the
external trading environment. In this context, the outcome of the Uruguay
Round would be of great importance to Thailand.
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IV. USE OF MAJOR TRADE POLICY INSTRUMENTS

(1) Statement by the first discussant

120. Thailand uses several major policy instruments with the aim of
directing the economic development of the country and its export oriented
foreign trade. Of particular importance are tariffs, business tax on

imports, import licensing, various instruments for investment promotion,
instruments concerning private trade monopolies, Government procurement,
export licensing or quotas, and price controls. I think there is room for
discussion on these policy instruments, including the context of the
general objectives for trade policy spelt out in the Thai report and that,
I quote, the principal goals of the Thai trade policy in recent years have
been to prepare the country for a greater role in international trade,
create a conductive environment, encourage a constructive and competitive
economic structure and liberalize trade domestically and internationally by
removing trade barriers and limiting trade distortive effects to a minimum.
With a view to gaining market access for its exports, Thailand has pursued
a policy of promoting and diversifying trade relations with all countries.

121. The Thai Government would like Thailand to become a regional centre
for trading and service industries. To achieve this, as we can see from
the report, the Government will continue to liberalize trade in goods and
services, will try to diversify expert markets, paying more attention to
Indo-Chinese countries' markets, will adjust its economic, fiscal and
monetary policies to make them more flexible and responsive to the trends
in international trade and finance.

122. It has been underlined in the report that Thailand strongly supports
the principle of non-discrimination and applies m.f.n. tariffs to about
99 per cent of its imports. This means that two exceptions to the
application of m.f.n. tariffs: one, under the ASEAN Preferential Tariff
Agreement and the other under the Global System of Trade Preferences among
developing countries (the so called GSTP) do not have significant influence
on Thailand's m.f.n. trade. Under the ASEAN Agreement reductions are up to
50 per cent for the eligible imports. Under the GSTP, tariff concessions,
ranging from 10 to 20 per cent, are applied to imports of 11 products from
GSTP participants.

123. As far as Thai exports are concerned both reports underline that
Thailand's exports receive preferences under the Generalized system of
Preferences from developed countries.

124. On the basis of the reports one can see that Thailand has bound only
3 per cent of tariff items, which cover about 12 per cent of imports, but
has offered to extend the scope of bindings in the Uruguay Round. There is
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a large margin between the statutory and applied rates and a wide
dispersion of tariff rates. High tariff peaks and escalation characterize
the tariff regime. Many agricultural products have alternate rates, which
provide for the application of the higher rate. Most local manufacturers
benefit from high tariff protection. There are several schemes for
exempting, or refunding, import and other duties on inputs contained in
export products. Taking into account that statutory rates are much higher
than the applied tariffs, and the fact the Minister of Finance is
authorized to change the tariff rate without the approval of parliament,
the concern may be raised about the degree of arbitrariness and
unpredictability in the level of tariff protection.

125. The business tax on imports might be discussed because of the basis of
its imposition. Even if the same rate is applied, the business tax may
have a differential impact on imports and domestic production. However,
the intended tax reform should be taken into account as a move in the right
direction.

126. The system of import licensing, in my opinion, is well explained in
both the Thai and Secretariat reports. It seems that its major objective
is to promote Thai production and that GATT Article XVIII:C has been
mentioned as a justification. Nevertheless, the main objectives of this
system are spelled out in the Thai report as follows: to monitor import
transactions for statistical purposes, protect national security, to
protect public morals, to protect human, animal or plant life or health,
regulate the importation of gold and silver and to promote the
establishment of particular industries. Most of the above mentioned
objectives should not per se have negative effects on imports. However, I
would like to note that in most cases the import licensing is discretionary
and that some products have been subject to licensing for development
reasons for many years. There are many Acts that regulate licensing. This
could create problems of transparency and difficulties from the point of
view of correct application and smooth functioning of the system.

127. Noting that Thailand has undertaken the import liberalization process,
it would be useful if it could provide information on what percentage of
imports in recent years and at present was subject only to tariffs and on
the share of imports affected by licensing and quotas in total imports.

128. The policy of the Thai Government is to promote exports by limiting
export controls to a minimum. The objectives of export control are to
fulfil conditions under bilateral agreements; conserve national resources,
environment and energy; prevent or relieve critical shortages; fulfil
standardization requirements; maintain minimum export prices; and to
regulate exportation of gold and silver. The Export and Import Act of 1979
empowers the Minister of Commerce to control the export and import of
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certain products when it is necessary or appropriate to protect economic
stability, public interests, public health, national security, peace and
order, and public morals and any other State interest. It would be useful
if Thailand could elaborate more on how often this authority has been used
by the Minister, especially taking into account that "any other State
interest" as a basis to control trade is a rather large and imprecise
definition. The Export Standards Act of 1960, amended in 1979, empowers
the Minister of Commerce to establish standards and impose rules and
procedures on the inspection of exports and to lay down penalties for
infringement, for the benefit of export promotion, safety and prevention of
any damage to the nation's reputation and economy. On the basis of the
Thai and GATT Secretariat reports, one can conclude that the implementation
of this act has positive effects on the overall efforts of Thailand to
promote the quality and increase the quantity of exports.

129. Thp Investment Promotion Act of 1977 is a very important policy
instrument. The Board of Investment may, under this Act, approve the
promotion of investment projects in many areas if it considers them to be
important and of benefit to Thailand. In both the Thai and GATT
Secretariat report there is much information on Thailand's foreign and
domestic investments. The authorities are providing substantial incentives
for promoting the output of the beneficiary industries, for economic
activities outside the Bangkok region and for those that are export
oriented. The benefit are provided subject to stipulated conditions, one
of which is local content, reaching even 80 per cent in some industries.
Incentives are provided in various forms, including concessions on some
taxes and fees such as corporate income tax, royalties and certain taxes on
inputs from domestic sources. Various guarantees are also provided,
including freedom from nationalization. In its efforts to attract foreign
investments, Thailand's success story, could be an example for many
developing countries. From that point of view, it would be useful for us
to be better informed on the extent to which local content requirements
have contributed to increase in production and development of domestic
industry. This question could also be covered under consideration of
sectoral aspects of trade policies and practices.

130. Beside the above, important policy measures include various
regulations on state and private trading monopolies, export licensing or
quotas as well as price control. In certain cases, price control leads to
subsidization for imports, excluding the action of market forces in the
internal market for those products. On all this there is much information
in both reports. It should be noted the fact that the competent
authorities are given important discretion in deciding. It can be
beneficial from the point of efficiency in decision-making, but could be a
cause of unwanted side effects. This concludes my remarks.
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(2) Statement by the second discussant

131. In addition to the very comprehensive remarks of my neighbour, just
four slightly critical points. My neighbour has already drawn the
attention to several elements of the Thai tariff structure, the large
amount of unbound tariffs, tariff peaks and tariff escalation. In addition
to that, I would like to draw the attention to another fact that arises
from both the Thai and the Secretariat's report, namely that Thailand is
still for a considerable extent dependent for its Government income - about
25 per cent - on import tariffs. It would be interesting to hear from the
Thai authorities how they feel about this dependence and how they would
like to ensure that import tariffs will be mainly used exclusively for
trade policy goals. In the light of the introductory remarks of the Thai
ambassador a while ago, I could ask whether the foreseen tax reforms will
also result in considerably lowering this kind of dependence.

132. The second remark is on the Thai export promotion schemes which are
indeed highly successful. Certain aspects, however, such as remission of
tariffs and remission of business tax, special privileges for export
oriented projects promoted by the Board of Investments concessional credits
etc., raise the point to what extent the Thai Government is in fact giving
an easy argument to foreign competitors with which they can convince their
Governments that some of the Thai exports could be defined as unfair trade
and consequently be countervailable. I noted that the Thai ambassador in
his introductory remarks raised the point that his country experienced in
its exports a whole range of what he called, and rightly so, protectionist
measures. But maybe there is a link in the way exports are promoted. I
would be very grateful if we could discuss this point a little more.

133. The third point, Government procurement, still seems to be a major
instrument for giving preference over domestic suppliers. Apart from
several preferential margins for domestic or ASEAN supplies, the criterion
of 'protecting the national interest' also seems to indicate a bias against
imports. It would also be interesting to hear from the Thai authorities
whether there are any intentions to bring these policies more in line with
their general market oriented attitude.

134. My fourth and last remark under this heading is on the basis of the
Secretariat's report where it is pointed out that in several sectors, a
multiple use of trade-related measures such as tariff licensing, local
content requirements, tax and duty exemptions and remissions, price support
and incentives for, or limits to investment exist, which do not always
interact in a coherent manner. It was already enlightening to hear from
the Thai ambassador that the Thai authorities plan a streamlining of most
of their policies. It would be also very interesting to get an indication
to what extent these changes in policies would be more less bound together,
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and in what kind of time frame we would think. I think the Thai ambassador
already gave us an answer that, for a large part, a decision of the Thai
authorities will be dependent on the outcome of the Uruguay Round.

(3) Statements and questions by the members of the Council

135. The representative of Canada noted the major changes in Thailand's
tariff system in the past decade, and expressed concern about several
aspects of the tariff policy. The current average trade-weighted tariff
level was higher than in 1982, high tariffs were applied in some industries
such as food processing and transport equipment, and the use of alternative
tariffs could result in considerable uncertainty. In light of the recent
liberalization for machinery items, Canada asked if there were further
plans for the rationalization of the Thai tariff system. He also asked
whether, with greater macroeconomic stability, Thailand planned to delink
tariffs from their national revenue role, and how Thailand could reconcile
tariff escalation, in specific sectors where it enjoyed comparative
advantage, with its drive towards increased economic efficiency.
Thailand's offer in the Uruguay Round to increase the scope of tariff
bindings was also noted. Canada was also concerned that the number of
items subject to import licensing was larger than in 1982. He asked
whether, in the light of the rapid development of several industries, there
were any plans to reduce the coverage of licensing.

136. While supporting the replacement of quantitative restrictions with
tariff-related measures, Canada was concerned with the use of variable
surcharges for this purpose. He asked whether Thailand intended to broaden
the coverage of items for which quantitative restrictions had been replaced
by tariff-related policies, whether Thailand would continue to apply
surcharges, and what would be the criteria for phasing them out.

137. With respect to Thailand's public procurement policy, the
representative of Canada said that it was in the interest of the Thai
economy that it receive the best value for money spent on its projects. He
encouraged Thailand to liberalize access for foreign bidders in those
sectors where the Government intended to remain the major participant. He
asked for a clarification of the "national interest" criteria applied to
foreign bids. He encouraged Thailand to participate in the existing
Subsidies and Anti-Dumping Codes and to participate in the new Subsidies
Code coming out of the Uruguay Round, if Thailand had any intention of
using anti-dumping and countervailing duties in the future.

138. The representative of the United States commented on a number of
Thailand's trade policies. Quantitative restrictions were still common,
and were a glaring exception to the country's trade liberalization. He
also noted the requirement that the Thai Food and Drug Administration
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register all imported food items. In this context, though licensing was

not intended as a barrier to imports, it did act as such because of its
cost, duration, and demands for proprietary information. The importer had
to pay between $600 and $1,000 per item, and the registration process
required from three months to one year. He asked whether Thailand had
notified these restrictions to the GATT, and what plans existed to

rationalize or eliminate them.

139. Thailand imposed high tariffs. Thirty-six different rates were
currently in place. Thailand's trade-weighted average tariff was about
23 per cent, 25 per cent for capital goods and almost 40 per cent for
consumer goods. High tariffs were a major barrier to agricultural trade,
with alternate tariffs applied to a large number of these items. For some
products, the specific duty had at times been equal to 300 per cent. He
asked the Thai delegation to describe future plans for tariff reform and
the time frame of the envisaged changes. In particular, would a
comprehensive reform of Thailand's tariffs and tariff structure be a part
of the move to adopt the VAT system, and would agriculture be covered in
this restructuring?

140. Piracy of books, records and films was extensive in Thailand. Its
trademark law did not provide any protection to service, certification and
well-known marks, and the patent law did not protect certain classes of
technology ranging from pharmaceutical products to agricultural machinery.
Thailand's laws in this respect were not even up to the standards of its
neighbours in the region.

141. Thailand maintained arbitrary customs valuation procedures, which
acted as a barrier to imports. Thailand used the highest price of any
product imported from any given country as a check price for imposing
tariffs, often disregarding the actual invoice value. This resulted in
overvaluation of imports and unfair taxation of lower priced products.

142. Since joining the GATT in 1982, Thailand maintained a waiver with
respect to certain discriminatory business and excise taxes. In October
1990 this had been extended until 31 December 1991. At that time, the Thai
representative had reiterated his Government's earlier commitment to
provide a tariff-line listing of the items affected by the discriminatory
taxes. The United States representative hoped that this information would
be submitted soon.

143. The representative of Australia congratulated Thailand for relying on
tariffs as its main trade policy instrument. Although Thailand's tariffs
were generally high, tariff escalation was present, and the level of tariff
binding was low, Australia complimented Thailand for having reduced its
average applied tariff and for planning further reductions and
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rationalization of tariffs. At the moment, the Thai tariff system was not
fully transparent. Applied rates could vary considerably from statutory
rates and were not always included in the customs tariff schedule.

144. Thailand, a strong supporter of the multilateral system, had a number
of bilateral and regional trade agreements which did not divert trade to
any degree. Australia congratulated Thailand for adhering to the GATT
principle of non-discrimination, not imposing any voluntary restraint
arrangements on its trading partners, not imposing import restrictions on a
discriminatory basis, and applying tariffs on a most-favoured-nation basis
to virtually all its imports.

145. Thailand had made little use of the diverse range of the non-tariff
barriers which characterised many of the previous Trade Policy Reviews.
The two main instruments used by Thailand were import licensing and import
surcharges. Further information on these measures and several other
internal regulations of Thailand would be required to clarify some
questions related to GATT principles. Import licensing seemed to provide a
generally high level of protection in some areas. Australia sought
information on the imposition of import bans under the Export and Import
Act and the Investment Promotion Act, especially in light of Thailand's
lack of use of safeguard action under article XIX. Similarly, import
surcharges could be applied on a case by case basis. Reasons for
imposition of these surcharges did not seem to be evident. Clarification
on local content requirements imposed or encouraged by the Department of
Foreign Trade, the Board of Investment and the Bank of Thailand was also
sought to enhance transparency regarding these measures.

146. Referring to policy instruments aimed at expediting imports of goods
in short supply, the representative of Australia said that though these
were, in principle. liberalizing, they could give rise to uncertainty for
those seeking future access to the Thai market. He asked how regularly
Thailand notified and updated tariff concessions as well as import
surcharges, and through what source.

147. Australia urged Thailand to consider joining the Customs Valuation
Code. This would impose disciplines on some areas of Thai customs
procedures which gave cause for concern. These included delays of up to
one year for goods to clear customs if documents were unavailable, the
ability of Thai customs to detain goods if the amount of duty was queried,
and the application of minimum import prices for customs duty purposes on
certain items.

148. The representative of Finland, speaking on behalf of the Nordic
countries, said that discretionary aspects of the Thai tariff regime
introduced elements of instability. If Thailand's offer to bind its
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tariffs was sufficiently large then, together with the plans to simplify
the tariff regime, it could bring a stabilizing effect. However,
Thailand's offer so far did not seem to meet this end.

149. He asked for information on the plans to improve intellectual property
protection. Their main concern was that the new arrangements should not
contain discriminatory features for any product or service.

150. The representative of New Zealand welcomed the general trend towards
reduced protection in Thailand, and hoped that this process would be
pursued consistently and be accelerated. There was considerable room for
further reform. The current tariff system was complex and contained many
discretionary powers; the tariff level was higher now than in 1982, and
more items were subject to import licensing. New Zealand hoped that
Thailand would be able to improve its market access offer in the Uruguay
Round, and looked forward to continuing further bilateral negotiations.

151. Thailand's statutory tariff levels remained very high, and only
3 per cent of all tariff items were bound. This created considerable
uncertainty. Implementation of Thailand's Uruguay Round offer to bind its
tariffs at low levels would be a first step to reduce this uncertainty. A
successful overall Uruguay Round outcome, especially in areas of Thailand's
key exports, would ease Thailand's task in taking on more extensive tariff
bindings.

152. Pointing out Thailand's use of alternate tariffs and surcharges, he
said that surcharges were often variable and lacked transparency. He hoped
that Thailand, along with all countries using such measures, would phase
them out. Further, he hoped that Thailand would make an early progress
towards accession to the Customs Valuation Code, and thus improve
transparency and certainty for exporters to Thailand.

153. The representative of New Zealand was pleased to note Thailand's
unilateral action in recent years to remove import licensing from a number
of items. However, the Secretariat report indicated that the remaining
import licensing controls were overly complicated. He hoped that import
licensing in Thailand would be made more transparent.

154. Regarding Thailand's intention to replace the business and municipal
taxes with a value added tax, New Zealand noted that exemption for
'special' groups or producers could produce economic distortions. It was
hoped that the value added tax would be imposed without introducing
distortions, including on foreign suppliers.
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155. Recalling Thailand's recent proposal for moving towards an ASEAN free
trade arrangement, New Zealand sought information about, and the
opportunity for constructive comments on, any proposals.

156. The representative of Japan said that while tariff revenue constituted
an important portion of Government revenue, the Thai Government had reduced
tariffs to promote expo;. and foreign investments. Nonetheless, high
tariffs were still imposed on many items. In 1989, applied tariff peaks of
between 96 and 231 per cent were imposed on certain leather items,
transport equipment, beverages, spirits and foodstuffs. He hoped that
Thailand would reduce tariffs to a reasonable level. Furthermore, noting
the low level of tariff bindings by Thailand, he hoped that the offer in
the Uruguay Round to bind about half of the total tariff items would be
implemented soon.

157. Most items subject to import licensing were under non-automatic
licensing. For more than half of these products, such as certain types of
motor vehicles, tractors, and diesel engines, imports were generally not
allowed. He hoped that the Thai Government would reduce the number of
these de facto import prohibitions.

158. Thailand claimed that its Government policies were open to free
competition. Japan would however, appreciate clarification of the
procedures and the criteria upon which the Thai Ministry of Industry set
certain standards and certification for products qualifying for
preferential procurement for domestic products.

159. Noting that future economic and social development in Thailand would
increasingly depend on the efficiency of investment, he said that reducing
distortions in the structure of incentives such as the local content
requirements facing private foreign investors in selected industries would
gain in importance.

160. The representative of India said that tariffs in developing countries
served a dual purpose, namely, affording protection to infant domestic
industry and providing a substantial portion of Government revenue. He
noted that a sizeable proportion of Thai Government revenue was derived
from import duties He appreciated that consistent with the objective of
promoting industrialization and development, Thailand had consciously
followed a policy of reducing tariffs on industrial raw materials,
intermediates and machinery required in the maufacturing sector. In
several instances, the applied rates were much below the statutory levels.

161. Governments in developing countries had to manage their scarce foreign
exchange resources in order to maximize utility to the community at large.
Thus, the use of import licensing was unavoidable given Thailand's stage of
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development, with imports of luxury items and manufactures being regulated.
India was encouraged to note that Thailand had made a beginning to
substitute tariff-based policies in place of non-automatic licensing.

162. The representative of the European Communities said that while the
general trend in Thailand suggested a gradual move towards more openness,
the overall picture was mixed. Thailand's weighted applied tariff was
higher than in 1982. With largely unbound tariffs, this implied
uncertainty for traders. For a country with Thailand's level of
development, tariff bindings of 3 per cent were not satisfactory, nor was
the offer which Thailand had made for increased binding under the Uruguay
Round. Thailand had some very high tariff levels and peaks in sectors of
particular interest to the Community, i.e. textiles, leather products,
motor vehicles, alcoholic beverages, foodstuffs, and chemicals. Further,
customs procedures in Thailand were very slow. The number of items now
under licensing was also higher more than in 1982. Again, products of
particular interest to the Community featured prominently such as textiles,
transport and chemical sectors.

163. Noting that recourse to discretionary import surcharges appeared to be
declining, the representative of the Communities said that there was always
uncertainty regarding the regime which would apply in six to twelve months
time. The EC was pleased with Thailand's move to a value added tax, away
from the discriminatory business tax. In this connection, the Thai
delegation was asked to confirm that the deadline of 31 December 1991 would
be met for bringing the business and excise taxes into line with
Article III of the GATT. Would the introduction of a VAT system affect
these rates? The Thai delegation was asked for a report on the plans to
merge the excise tax rates for imported and locally produced whisky, and on
the method for collecting taxes for imported and domestically produced
whisky so as to avoid discrimination.

164. Thailand's practices in the area of Government procurement were
particularly difficult to follow and needed to be opened up to greater
scrutiny. Hence a decision by Thailand to join the relevant GATT Code,
alongside other Tokyo Round Codes, would be highly desirable.

165. The problem of counterfeiting in Thailand needed to be addressed
urgently. The representative of the EC asked when revised legislation
governing copyright and trademarks could be expected.

166. According to the Communities, Thailand could be expected to bear a
higher level of trade discipline, in light of its outstanding economic
performance. This would include establishment of a schedule of tariff
bindings at levels allowing trade to develop in less essential sectors as
well as the priority areas, reducing the discriminatory element in the
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trade regime, reducing the cumulative effect of policy instruments tending
to discourage imports in certain sectors, and creating conditions of
transparency and certainty for its trading partners.

167. The representative of the Republic of Korea hoped that Thailand would
make further progress in several policy areas to make them GATT-consistent.
In this context he noted import surcharges on certain items, the use of a
discretionary check-price system for imposing tariffs, a rise in the
coverage of import licensing compared to 1982, local content and export
obligations in the field of trade related investment, and Thailand's not
having acceded to any Tokyo Round Code. He was, nonetheless, encouraged by
Thailand's ongoing efforts to work for equitable trade rules, and commended
it for the steady implementation of liberalization and open door policies
in general. He hoped that with a successful conclusion of the Uruguay
Round in which Thailand was actively participating, the predictability and
transparency of Thai policies would be further enhanced.

168. The representative of Hungary said that the tariff was an important
trade policy instrument used by Thailand. Wider application of ad valorem
duties would decrease the uncertainty faced by exporters to Thailand.

(4) Responses by the representative of Thailand

169. The representative of Thailand said that the increase in weighted
average tariffs compared to 1982 occurred because the tariff liberalization
in 1982 was followed by a drastic trade deficit for Thailand. The
resulting macroeconomic destabilization was compounded by the world
economic depression following the oil shock. The Government was forced to
resort to GATT-consistent tariff protection measures.

170. Regarding the increase in coverage of import licensing since 1982,
Thailand - an efficient agricultural producer - was forced to intervene in
this sector in response to distortions introduced in the world markets by
some major developed countries. Thailand was prepared to adjust both its
tariff and non-tariff regimes in accordance with the results of the Uruguay
Round negotiations.

171. Decision-making on tariffs was undertaken within the framework of the
Tariff Commission, an inter-agency body comprising representatives from the
relevant Government agencies. The Commission, which also takes part in the
tariff negotiations in the Uruguay Round, analyses the costs and benefits
arising from each tariff proposal and consults the private sector in the
preparatory process of deciding the tariff rates. It submits its
recommendation to the Cabinet, whose decisions are pu. into legal effect
through Ministry of Finance Notifications issued under the authority
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provided under the Customs Tariff Decree of 1987. This thorough process
reduces the degree of discretion to nil.

172. The Thai Government was beginning to replace remaining quantitative
restrictions with tariff based measure. As of last year, only two products
were subject to import quota, namely garlic and two-wheeled tractors. The
quota on the latter was revoked early this year, while the former was under
import licensing.

173. The Government's objective on duty drawback and tax rebate schemes was
to neutralize the effect of the import tariff and business tax on imported
raw materials used by exporters. The rates, based on input-output tables,
were GATT-consistent. Thailand's customs valuations procedures followed
the Brussels definition value under the Customs Cooperation Council. A
decision with regard to the GATT Customs Valuation Code would depend on the
results of the Uruguay Pound.

174. Import licensing covered only approximately 5 per cent of Thailand's
6 digit HS categories. More than half of these items required import
licensing for health and sanitary reasons, protection of public morals, and
international commodity agreements. Thailand's licensing system was
statutorily required; prior approval of the Cabinet was required for
imposition or lifting of every import control measure. Procedures were
clearly enumerated and published in the Government Gazette, newspapers and
broadcasted on radio. There was no discretion. The Government was
reviewing the import regime and had unilaterally liberalized, as well as
introducing tariffication on some products. The ongoing process of
liberalization and deregulation would continue, even though serious
distortions in world markets, especially for raw and processed agricultural
products, hampered the adjustment process.

175. During the past five years, under the Export and Import Act of 1979,
Thailand had imposed export licensing an only seven items. The lev-ing of
export taxes was necessitated on one item because of EEC anti-dumping
action and hence had to be subject to licensing, two items were covered due
to a bilateral agreement with the United States on textiles, and three
items for the purpose of imposing quality control on agricultural products.
In the same period, import licensing had been imposed on five products for
safeguards purposes.

176. In 1990, the Thai Board of Investment had removed all surcharges it
had imposed. The surcharges imposed by the Ministry of Commerce, were on
soybean and fishmeal, as an effort to replace import licensing with tariff
based protection.
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177. The impressive performance of the Thai economy had led to major
reforms, including in the tariffs and tax structure. Currently, goods
subject to excise tax were exempt from business tax. The VAT would apply
to all items. A restructuring of Customs duty had been approved; this
would replace the current 36 by 6 rates. Under the new scheme, raw
materials or finished products for items such as medical devices and
fertilizers would not be taxed. Other materials would be taxed at
5 per cent, semi-finished products at 10 per cent, finished products at
20 per cent, machinery at 30 per cent, and motor vehicles at a different
rate. Tax rebate and refund scheme would be revised to apply to import
duty on raw materials only. There will be no need for the Board of
Investment to continue its tax incentive programme under the revised
scenario. The introduction of VAT would also solve the problem of
discriminatory imposition of business tax on imports and domestic products.

178. Alternative duties, were used mainly on certain agricultural products
whose prices vary depending on their grades. This made it impossible to
apply ad -valorem duties. The level of bindings would be improved with the
conclusion of the Uruguay Round. Thailand's offer encompassed a large
increase in the extent of bindings, and covered agricultural products as
well as industrial items including textiles and garments. This effort was
not met by major trading partners, who had not indicated their offer in
agricultural products, a main interest of many developing countries,
including Thailand.

179. The Thai Government did not support dumping as a marketing strategy.
However, as a result of its efficiency and ability to adapt to change in
the international markets, Thailand had been subjected to various
investigations by the Governments of non-competitive producers. These
harassments had disrupted Thailand's economic expansion, and had adversely
affected its unilateral efforts towards further trade liberalization.

180. At present, the Government was revising the Price Fixing and
Anti-Monopoly Act in order to encourage competition and to limit regulation
to monopolies and restrictive business practices. Regarding Government
procurement, he said that the Secretariat report misrepresented the Thai
practice. There was no discrimination between domestic and foreign
products. An open bidding system was used which provided equal treatment
to all bidders. If the product was a product under the standard of the
Thailand Industrial Standard Institute (TISI), a 10 per cent preferential
margin was allowed. Foreign suppliers could apply for TISI registration
without discrimination. Thailand's procurement practice was thus
non-discriminatory. The purpose was to promote the upgrading of the
country's industrial standards. The TISI standards followed ISO standards.
As of 1989, the TISI had established 1,121 industrial standards. Details
of these could be obtained from the Institute.
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181. Tenders for Government procurement were governed by the Regulation of
the Office of the Prime Minister on Supply Materials of 1978 and
amendments. All procurement was subject to examination by the public
prosecutor. In normal practice, the purchasing agency could make the final
decision. Only projects which involved big investment outlays or important
infrastructure projects, whether they involved foreign or domestic parties,
were subject to final confirmation by the Cabinet to ensure that they were
in conformity with the national economic and social development plans.

182. Thailand's policy regarding intellectual property rights was to extend
adequate and effective protection in order to encourage transfer of
technology essential for national development. The Government had set up
an Intellectual Property Committee to review and make recommendations and
prepare proposed amendments to relevant existing laws regarding patents,
copyrights and trade marks. In bilateral talks on patents with its trading
partners, Thailand had indicated that protection would be sought for
pharmaceuticals. As for other amendments, the Thai Government would take
into account the developments in the Uruguay Round negotiations on TRIPs,
and also relevant international reforms and standards. Thailand had long
been a member of the Berne Convention which provided an excellent framework
for its copyright law. Under its law, regulations and procedures, the
Government had taken various measures to strengthen copyright enforcements.
Moreover, the relevant Thai authorities were conducting an anti-piracy
campaign to enhance public awareness of copyright protection in Thailand.
The Government had also submitted to Parliament amendments to the
trademarks law, which would extend protection to cover well known marks,
service marks and certification marks.
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V. SECTORAL ASPECTS OF TRADE POLICY

(1) Statement by the first discussant

183. The sectoral aspects of the Thai trade policies and practices are
elaborated in detail in the documentation submitted to us and especially in
the GATT Secretariat report. In yesterday's discussion during the
examination of the use of major policy instruments, several delegations
already directly or indirectly pointed out to some sectoral aspects. Under
item III, relating to sectoral aspects, one may discuss, in my opinion, not
only the objectives for and various instruments applied to different
sectors and their intensity but also the effects of policies on production
and export performance. In agriculture, the declared objectives of the
Thai policies are to maintain economic growth and stability through
expansion of agricultural outputs and the volume of agricultural exports;
to promote the position of farmers and agricultural workers; and to
improve the quality of life and that of the environment. Within
agriculture, greater tariff protection and other forms of assistance are
provided for agro-processing. Import licensing is applied to a number of
agricultural products, including rice and sugar, but especially to
processed agricultural products, including skimmed milk powder which is
considered a product of an infant industry. Generally speaking, Thai trade
policy, including the tariff structure, favours the development of infant
industries particularly in manufacturing and natural resource processing.
The Secretariat report stressed that the production of motor vehicles,
machinery and metal products is generally promoted and assisted. Besides
high tariff rates other policies are used, such as import licensing, local
content requirements, tax and duty rebates on products used in the
production of export goods.

184. In the Thai report it has been underlined that the Government will
promote domestic industries "to compete in international markets on the
basis of higher quality and lower production cost by reducing import taxes
on machinery parts and raw materials'. Last year the Government reduced
import duties on machinery items to 5 per cent.

185. The main objectives of policies are to promote domestic production of
light industries, selected heavier industries and those export oriented.
The industrial sectors favoured by the policy include textiles and
clothing, leather products, motor vehicles, engineering products and some
non-metallic products. Further comments as well as the questions and
answers relating to the level of sectoral protection that could be expected
in today's discussion would be of interest to this review.

185. I would also like to draw your attention to the fact that the Thai
Government also encourages private participation through joint investments



C/RM/M/13
Page 39

in infrastructure development projects and the extension of industrial
activities to the provinces in new economic zones.

187. Finally, and this is my last comment, I would like to point out that
Thailand is liberalizing its trade in a very selective manner, with the
objective to change the production and exports structure towards greater
share of products at a higher level of manufacturing. Many of these
industries are now effectively much more protected than the industries
providing inputs. It could be discussed whether such protection could be
successful on a longer-term basis, from the point of view of efficiency and
competitiveness of protected industries. I believe that a relatively high
protection could give successful results only if accompanied with a clear
liberalization prospective in a defined time frame. It does not exclude,
however, for a developing country like Thailand, shifting of higher
protection to new infant industries that will emerge in the meantime. I
think that it would be useful to hear whether the Thai authorities in the
process of formulating their intention to continue with their
rationalization of trade related policies, have examined the problem as to
how long it would be beneficial to protect an industry on the basis of the
infant industry argument and whether the export competitiveness of a
product has been taker into account in such considerations.

(2) Statement by the second discussant

188. Today and yesterday, there was praise overall for Thailand's economic
performance and admiration for the macroeconomic policy mix that was
applied by Thailand. From several quarters we could hear that Thailand
might serve as a model for other developing countries. On the debate on
trade policy instruments and the sectoral aspects the picture was more
mixed. There were critical remarks and also remarks that showed a
considerable degree of understanding why Thailand had chosen sometimes to
protect some sec-ors. There were also remarks in the direction that maybe
Thailand's stage of economic development called for a different policy at a

certain moment.

189. In the answers of the Thai ambassador, I think he already outlined
plans for streamlining and liberalizing Thailand's trade policies, which
leads me to think that if in any way the existence of a TPRM exercise could
have contributed to some elements of these plans, or the time frame in
which they are implemented, then we could congratulate the GATT on this
exercise, because these plans certainly go from the GATT point of view in
the right direction.

190. One of the further striking points in the debate was the link made by
the Thai ambassador between the possibilities for Thailand to go on in the
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direction of a more liberal and open trade regime, and external factors
including a successful package of the Uruguay Round.

191. I think what I take from this debate is one of the other remarks of
the distinguished Thai ambassador that the object of the Thai Government is
to move away from the role of regulator and controller towards that of
supporter - promoter and facilitator of the functioning of the Thai
economy.

(3) Statements and questions by the members of the Council

192. Citing the Secretariat report, the representative of the United States
said that Thailand maintained high effective protection in certain sectors
through a multiplicity of measures, including price support, tax
exemptions, tariffs, licensing, concessional credit, and domestic content
requirements. These affected in particular the agricultural and food
processing sectors, as well as motor vehicles and some other manufacturing
sectors.

193. Referring to the Thai representative's earlier statement that Thailand
had no intention to protect particular sectors, he asked for a more
detailed description of how the Thai Government planned to phase-out or
eliminate sectoral protection.

194. Congratulating Thailand for diversifying its manufacturing base and
developing an outward locking industrial sector in a relatively short time,
the Australian representative said that a major reason for this achievement
had been strong Government intervention to promote and assist emerging
industries. Direct intervention had taken the form of import licensing,
local content requirements, tariff concessions, and the encouragement of
foreign investment in certain sectors. To aid Thailand's restructuring,
the Government had relaxed import controls and duties, and subsidised
imports of selected products. While noting the presence of tariff
escalation, he said that it was worth emphasising the comment in the
Secretariat's report that Thailand had substantially reduced tariffs on
many industrial inputs in recognition of the positive impact on boosting
domestic industry.

195. The Australian delegate asked if the Thai Government or any research
bodies had completed studies indicating that the relatively numerous
instruments protecting its manufacturing sector could be reduced.

196. Regarding agriculture, the Australian representative said that, with
industrialization, Thailand was moving towards broader production of
processed or manufactured products. He noted the presence of tariff
escalation in this context, and said that. some applied tariffs on certain
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agricultural products, such as fruit, were relatively high. Agricultural
items were also protected and assisted by non-automatic licensing, price
support mechanisms, and local content requirements. Government
intervention, on a case by case basis, was also apparent through import
surcharges or price intervention.

197. He said that as a fellow Cairns Group member and a country which
relied on agriculture for about a third of its export income, Thailand
shared a vital interest in securing comprehensive and sustained reform of
world agricultural trade in the Uruguay Round. Australia would be
interested to obtain from Thailand estimates of the cost to its farmers and
its overall economic well-being, of the distorted world markets for its key
agricultural commodities.

198. The representative of Finland, on behalf of the Nordic countries, said
that Thailand, which acceded to GATT In 1982, maintained today higher
tariffs and more import licensing requirements. Without any intention to
be critical, he asked what would have been the foreign trade regime of
Thailand in respect of bindings and tariff peaks if Thailand would have
acceded now rather than in 1982?

199. The representative of New Zealand shared many of the comments made
with respect to the infant industry policies of Thailand and those relating
to the diversity of measures applicable to certain specific sectors. She
questioned whether these were in Thailand's long term interest, and asked
for Thailand's comments on rationalization policies. With respect to the
agricultural sector, particular mention was made of import licensing, the
levels of protection to agro-processing, and local content requirements for
milk/skimmed milk powder along with the additional conditions imposed by
the Ministry of Industry for milK. She asked if Thailand could give any
response regarding phasing out such measures.

200. The representative of the European Communities said that the EC was
impressed by Thailand's economic management. Given the successful
management of its balance-of-payments problems, he asked if Thailand could
assume a leading role in the balance-of-payments negotiations in the
Uruguay Round and provide inspiration to other developing countries which
had not been so successful. Further he asked Thailand to explain the
manner in which criteria, if any, for local content are established, and
the manner in which local content is a feature of foreign direct
investment.

201. The representative of Canada said that Thailand's recognition of the
linkages between its economic progress and its trade performance had
clearly pointed it in the right direction. Thailand's performance, based
on its export led growth, was proof of the success of its policies, and



C/RM/M/13
Page 42

further trade liberalization would assist significantly in the promotion of
Thai economic development. Hoping that Thailand would examine the several
areas mentioned by Canada, he encouraged Thailand to choose new policies
with a view to transparency and efficiency, and were implemented with the
view to fully integrate the Thai economy into the more open multilateral
trade system.

(4) Responses by the representative of Thailand

202. The representative of Thailand said that Thailand's sectoral policy
was a residue from its import substitution phase. The policy trend now was
shifting towards greater liberalization and reliance on the private sector.
Thailand did not practice selectivity, although the liberalization needed
to be carried out step by step without disrupting the development process.
The process of liberalization and deregulation would continue despite
serious distortions in world markets hampering the adjustment process.

203. Thailand sincerely hoped to avoid infant industries growing senile.
High protection in Thai textiles and clothing industries was a reaction to
the long time over which distortions had prevailed in this sector.
Protection in Thailand was through non-discriminatory tariffs which were
GATT consistent. Further, Thailand's tariff binding offer included a
lowering of its tariffs. Thailand was pleased that textiles was being
addressed in the Uruguay Round. Once agreement had been reached
satisfactorily in this sector, Thailand's policy would be adjusted
according to its commitments.

204. Investment policy was an important tool for achieving social and
economic objectives. The Government had set up a policy of more
liberalized free trade in a fair and open competitive system, and was
deregulating and eliminating specific protective measures. Steps had been
taken in the automotive industry which was the most protected domestic
industry. A competitive environment was being promoted domestically by a
revision of the Price Fixing and Anti-Monopoly Act in order to encourage
competition.

205. Thailand had successfully shifted from an import substitution policy
to one of export promotion. The Government was tackling the problems
facing the economy in a comprehensive manner, to ensure that the process of
social and economic development was not disrupted. To maintain a high
level of domestic and foreign investment, the Government was determined to
solve the existing bottlenecks in the country's infrastructure and skilled
personnel. The Government's fundamental role would be changed from a
regulator and controller to that of supporter, promoter and facilitator of
development under the goal of a more liberalized free trade in a fair and
open competitive system. An open door policy would be emphasized. To
foreign investors, the Government offered guarantees against
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nationalization and competition from new Government enterprises. The Board
of Investment would continue its efforts to promote joint venture projects
and those promoting technology transfer into Thailand. The Board would
also concentrate on decentralization and environmentally safe projects.
The Thai investment regime would be considered open for foreign direct
investment.

206. Local content requirements had been used by the Thai Government to
help promote and establish supporting local manufacturing and support
industries which contribute greatly to the country's social and economic
development. These requirements had successfully contributed to the
expansion of Thailand's manufacturing base.

207. On trade and environmental issues, Thailand had always been a vigorous
supporter of the international efforts in the protection and conservation
of exhaustible resources and environment. However, Thailand's view was
that measures taken by countries in this area had significant implications
and consequences on international trade. These efforts to protect and
conserve natural resources and the environment should not be used as a
disguised trade barrier or harassment. Regarding the interlinkage between
trade and environment, Thailand's view was to adopt a step by step
approach. To address the problem adequately and properly, all countries
should be able to examine the issues of trade and environment as they
relate to themselves and to the global community.

208. Rapid growth in Thailand had led to environmental problems in the
country. The Government had increasingly geared its policy to deal with
these problems. Policies included geographical decentralization of
economic activity, together with more stringent criteria on industrial
waste.

209. Responding to a question from Australia he said that in its policy
formation process and trade negotiations, the Thai Government had always
maintained avenues for private and academic sector inputs. The r6le of
these inputs, including those of the Thailand Development Research
Institute, had been substantial as Thailand had striven to use its scare
human resources in the most effective and efficient manner.



C/RM/M/13
Page 44

VI. FURTHER COMMENTS

210. The second discussant recalled the main thrust of the remarks on Thai
policies made during the meeting, and the answers of the Thai
representative. Thailand's responses had outlined plans for streamlining
and liberalizing the country's trade policies, tax policies and competition
policies. He said that if the trade policy review exercise had in any way
contributed to these policies, the GATT could be congratulated as these
plans went in the right direction, especially from the GATT point of view.
A striking point was the link between the possibility for Thailand to
liberalise and the external sector, including a successful package in the
Uruguay Round. He complimented the Thai Government for moving away from
its role of regulator and controller towards being a supporter, promoter
and facilitator of the functioning of the Thai economy.
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VII. CONCLUDING REMARKS BY THE CHAIRMAN OF THE COUNCIL

211. This special meeting of the Council has reviewed and collectively
evaluated Thailand's trade policies and practices, and their impact on the
functioning of the multilateral trading system. As usual, my closing
remarks are not intended to substitute for the review conducted by the
Council of Thailand's trade policies and practices, but to summarize, on my
own responsibility, the salient points emerging from this review. The full
discussion, including Thailand's responses to points raised by
participants, will be reflected in the minutes of this meeting.

212. Members of the Council welcomed the evolution which had taken place in
Thailand's economy in the direction of more open policies and commended
Thailand for its smooth transition from import substitution to greater
integration into the international economy. Since the late 1970s, Thailand
had pursued a range of positive policies, including fiscal and monetary
discipline and a more flexible exchange rate regime. These policies, in
combination with an improved external situation, had contributed to
impressive growth and diversification of Thailand's economic structure,
foreign trade and investment. The Council appreciated the important steps
taken by Thailand to liberalize its trade and investment regimes on a
most-favoured-nation basis.

213. The impetus provided by these developments had helped Thailand
transform its economy from one founded largely on basic agriculture to a
more diversified structure with a major share of domestic output coming
from manufacturing. The foreign investment attracted to Thailand as a
result had further strengthened Thailand's competitiveness and boosted
economic growth.

214. It was pointed out that Thailai-id's liberalization and expansion of
trade had been a positive contribution to the world trading system. At the
same time the liberal international trading system had been highly
beneficial to Thailand's promotion of exports. Even so, many members
emphasized the need for Thailand's economic policy efforts to be supported
by international trade liberalization, including in agriculture and
textiles. The rapid growth in Thailand's international trade had increased
its dependence on external markets and strengthened the emphasis given by
Thailand, since its accession to the GATT in 1982, on a strong, open and
equitable multilateral trading system. Members welcomed Thailand's active
role in the Uruguay Round, including as a member of ASEAN and the Cairns
Group, which stemmed from this development. It was recognized that a
successful outcome of the Round would assist Thailand in pursuing its trade
policy liberalization.
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215. While commending Thailand for the direction of its policy reforms,
Council members indicated several areas were general or particular
measures created uncertainty or lacked transparency:

- Thailand's trade policy laws and practices appeared to be marked
by a considerable degree of discretion. Particular mention was
made of the import licensing regime. Government procurement
(including the use of the "national interest" criterion), and
customs valuation;

- Concern was expressed about the use of multiple policies such as
tariffs, import licensing and local content schemes to protect
particular sectors;

- Lack of transparency in some policy areas was noted. In this
context, some members observed that Thailand had been unable to

provide certain information to the Secretariat in preparing its
Report;

- Infant industry protection had been in place for substantial
periods of time in some cases;

- Tariffs remained high and disparate, with substantial escalation
and tariff peaks for many product categories. The weighted
average level of applied tariffs was higher than in 1982.
Statutory tariffs were substantially higher than applied rates.
Thailand had bound only about 3 per cent of its tariff lines. A
significant share of tariff lines, especially for agriculture,
bore alternate tariffs;

- The use of surcharges on imports, and provision of tax and duty
exemptions on goods which were in short supply in the domestic
market, introduced uncertainty in the trade policy regime;

- There was apparent discrimination between imports and domestic
products under the business tax regime;

- Most items covered by import licensing were subject to
non-automatic, discretionary licensing. The number of items
under licensing now was higher than in 1982;

- The replacement of non-tariff measures by variable levy-type
surcharges was seen as continuing existing distortions;
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- The scope and variety of incentives for exports could lead to
subsidization, and hence risk the application of countervailing
measures by other parties;

- The need to improve intellectual property protection was
emphasized;

- Thailand had not signed any MTN Code. Members particularly
encouraged Thailand to accede to the Customs Valuation and Import
Licensing Agreements. In this regard, it was pointed out that
Thailand need not wait till the end of the Uruguay Round to
consider signing the Customs Valuation Code because the nature of
the Code had become reasonably clear.

216. Members welcomed Thailand's commitment to replace the business tax by
a VAT system and expressed the hope that it would be applied in a
transparent and non-discriminatory manner. The question was asked whether
Thailand would seek an extension of its GATT waiver for the business tax.

217. The generally non-discriminatory nature of Thailand's tariff regime
was recognized. Most members welcomed Thailand's offer to bind about
50 per cent of its tariff lines in the Uruguay Round. Some others felt
that this offer was not fully satisfactory. Hope was expressed that future
liberalization would be balanced and include all product categories.

218. Council members hoped that Thailand's plans to rationalize and further
reduce tariffs, lower other import and export restrictions, and to replace
the business tax with a more transparent VAT system would be implemented in
the near future: that the Government would continue its policy of reduced
reliance on import surcharges; and that the tariffication of non-tariff
measures would be extended.

219. Members took note of the priority given by Thailand to domestic
processing and decentralization of economic activity. One member,
welcoming Thailand's liberalization, said that reductions in barriers to
imports of raw materials, intermediates and capital goods were appropriate
for a developing country where tariffs provided both protection for infant
industries and substantial Government revenues, and import licensing was to
some extent unavoidable.

220. Policies concerning liberalization of foreign investment conditions
were welcomed. Some members looked forward to greater predictability and
further liberalization in this area.

221. Important trade policy objectives of Thailand focused on promotion of
light industries, selected heavy industries and export-oriented industries.
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In this connection, Thailand had liberalized selectively, resulting in
higher protection for certain sectors. This could in the long run affect
Thailand's competitiveness and efficiency. Clear indications of the timing
and nature of liberalization were desirable.

222. More information was sought on a rang of issues, including: the
process of making specific decisions in various policy areas; plans for
developing alternative revenue sources to tariffs; customs valuation
procedures; the trade regime for agricultural products; the nature of,
and prospects for liberalization of, local content schemes; details of
rationalization of sectoral assistance policies, in particular through the
import licensing regime; criteria used for replacing non-tariff measures
with surcharges; procedures used in Government procurement; the problems
arising in Thailand's possible accession to the MTN Codes; how far
environmental concerns had been incorporated in policy; Thailand's views
on increasing economic cooperation with ASEAN; plans to widen the sources
of foreign direct investment in Thailand; and steps taken to liberalize
trade-related investment measures. One participant asked whether any
research bodies had made studies showing how industrial protection could be
reduced.

223. In reply to these comments and questions, the representative of
Thailand recalled the statement by the Thai Prime Minister to the country's
National Legislative Assembiy, in April 1991, that the first priority of
h:.s Government was to institute a system which was transparent,
accountable, responsive and would minimize the discretionary power of
bureaucrats. It was intended that the Government become more and more a
facilitator of trade and investment. Avenues were open to private sector
and academic involvement in trade policy formulation.

224. The present level of tariffs resulted from the need to overcome a
shortfall in revenue following Thailand's tariff reforms of 1982. Tariff
decisions were made by the inter-agency Tariff Commission, in consultation
with the private sector. There were no discretionary elements in tariff
decision-making. Thailand planned to reduce the number of tariff rates
from thirty-six to six, ranging from 0 to 30 per cent in general. Thailand
had offered, in the Uruguay Round, to increase the coverage of its tariff
bindings from 3 per cent to about 50 per cent of tariff lines, including
agriculture and manufacturing sectors. This had not been matched by offers
from major trading partners. Similarly, Thailand's membership to the MTN
Codes in the near future would depend on the progress made in the Uruguay
Round.

225. Thailand was replacing QRs by tariff based measures. Only two items
were subject to quotas at the end of 1990, and one had since been
liberalized. The list of items subject to import licensing now covered
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only 5 per cent of Thailand's HS six-digit level categories. Import
licensing required prior approval by the Cabinet. During the past 5 years,
Thailand had introduced export licensing on 7 products, either in response
to measures taken by major trading partners, or for quality control
reasons.

226. Tariff drawback and remission schemes for exports were aimed to
neutralize the effects of import duties and business tax.

227. Customs valuation was based on the Brussels Definition of Value.

228. The value added tax, which would be introduced in early 1992, would be
levied on all sales of goods and services. Business tax would be
abolished. Compensatory changes would be made in the structure of excise
taxes.

229. The Government of Thailand had substantially reduced the extent and
coverage of promotional benefits offered by the Board of Investment. These
would no longer be necessary after the introduction of VAT.

230. Thailand did not pursue discriminatory government procurement
policies. Open bidding was practised. A 10 per cent preference was,
however, given to any product, from any source, which was registered by the
Thai Industrial Standards Institute.

23'. Competition law in Thailand was being revised to provide more adequate
regulation of monopolies and restrictive business practices.

232. Regarding intellectual property rights, the representative of Thailand
said that the law on patents, copyright and trademarks was under review
with a view to extending adequate and extensive intellectual property
protection in line with national policy objectives. An amendment to the
trademarks law had already been submitted to Parliament with a view to
protect well-known marks, service marks and certification marks.

233. Thailand's sectoral trade policy was a residue of its earlier import
substitution policies. Reform had been underway since the mid-1970s on a
step-by-step basis to avoid disruption in the development process. In
relation to infant industry policies, Thailand was aware of the problems
arising from overprotection and was therefore proceeding with a fairer and
more open competitive system. The investment regime was open to foreign
and domestic investors alike. Local content requirements had been used to
help promote the establishment of domestic manufacturing and had
contributed substantially to the development of Thailand's industry. These
requirements were in the process of being rationalized, including in the
automobile sector. Protection for the textile and clothing industries was
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based on tariffs, and was in part a response to the distortions existing in
world markets.

234 That land supported vIgorously environmental concernet but insitited that
measures ln thisarea should not be used to create new trade barriers or

harassment. Al lcountriesshould have an opportuniti to contribute to
effortsbeingmade in this field.

235. The representative of Thailan" remarked that, while Thailand did not

support dumping as a practice. Thai export had been increasingly subject,
to trade harassment, including the threat. (If unilateral action. Regarding

agricultural export a, he not ed that: unfair competition from subsidies by
developed countrieshad led to severe distortion andeconomic los.
Impedimenits to Thailand's expports made it difficult for It to Implement
policyreform. Thus the out come of the Uruguay Round was of great
importances to Thailand.

230.Inconsulsion,theCouncil commendedthailand for its policy reforms.
and noted the t b t hcIuIILIUjig, t t ''Tha II 1ltd and 1. ttbn t rai Ing parttner .

Thai II latd' 1uratetit tetotialaic Pr ogr-t-tn would dtipeltd on t urther t i atI hal t-ion

anlld re'duct ion ir IItint or t loaIi in Hit- (domit-rit Itc economy. 'I'llh (CoUnl I I

vectogrtztedt t hat. sutich ret- torI would bte (Oin idtelerably asstnt -ed ':y a nuppor t lve
exterml! trad InraKgernv irc:ment , Itic lud ityg a potItt Ive oiutcoiue of: thie UIruguray
Round


