Executive Summary

There are currently four countries that signed the Free Trade Agreement
(FTA) with Thailand, namely Bahrain, China, Indiaand Australia. Japan and USA are
another two countries which are in the process of negotiations with the Thai
government. However, as both Japan and USA are Thailand’s two largest trading
partners, it is necessary to examine clearly the implications and the impacts of signing
the agreement. Thus, the Office of Small and Medium Enterprises Promotion
commissions this research project to access the impacts of the FTA arrangement
between Thailand and USA on indigenous small and medium enterprises. The study
focuses on opportunities and threats that SMEs will face upon signing the agreement
in the following eight main topics, Tariff, Non-tariff measures, Rules of origins,
Intellectua property rights protection, Cross-border trade in services, Investment,
Professional service and Competition policy. The aiming of the study is to make the
small and medium enterprises in Thailand realize the impacts that may be arisen from
the FTA.

1. Tariff

The US has long been a mgjor trading partner of Thailand. The export value
from Thailand to the US amounted to $13.6 hillion in 2003, constituting about 17
percent of the total Thai export. Top twenty exported items from Thailand to the US
include computers and computer parts, jewelries, TV and radio receivers, telephone
receivers and telephone parts, frozen shrimps, eectric circuits, processed seafood,
rubber gloves, sweaters, furniture and prepared fish.

The overall import tariff rates of the US are quite low, with an average of 3.4
percent. However, some products such as sport shoes, children clothes and other
textile products are subject to high tariff rates of over 30 percent. In addition, the US
has classified nearly 300 products as ‘sensitive under the bilateral FTAs with
Australia, Chile and Singapore. These include agricultural and food products, e.g.,
sugar, butter and other dairy products, peanuts, canned tuna, canned seafood and
canned fruit. Certain manufacturing products, including textile and garments, sport
shoes, ceramic and porcelain, silverware, light trucks and watches, are also classified
as sensitive.

The study compares the modalities of tariff reduction that are used by
Thailand and the US in previous FTAs with their trading partners. In past FTAs with
Chile and Singapore, the US adopted a staging category approach that groups all
products into 7-8 categories. Tariffs of products in the same category will be reduced
to zero percent in the same time period. The timeframe for reduction of tariffs in the
sensitive product category usualy requires about 10-12 years. Thailand adopted a
similar approach in its former FTAS by dividing its products into three groups: tariff-
free, normal-track and sensitive list products. Tariffs of products in the normal-track
and sensitive lists are reduced to zero percent within 5 and 6-20 years, respectively.

Export products from Thailand that are expected to enjoy the reduction of US
tariffs include processed food, prepared fish, vegetables, fruits, sport shoes, children



clothes, suits and other textile products, rubber or plastic shoes, furniture, and light
truck.

On the other hand, certain Tha products are likely to experience greater
competition from the US products. These include products that are currently imposed
high import tariff rates, e.g., beef, fruits and vegetables, beverages, dairy products,
sugar, tobacco, household textiles, pesticides, air conditioners and refrigerators.

Thai negotiators should press hard for an elimination of the tariffs imposed by
the US in the products that Tha firms have competitiveness. This includes textiles
and garments, footwear, furniture, agricultural and food products. To gain full
benefits from the FTA, it is also necessary to reduce the barriers imposed by non-
tariff measures (see the section on NTMs).

At the same time, the Thailand should reduce its own tariffs and aim at having
a uniform and rationalized tariff structure. This will increase welfare of the country
by reducing costs faced by Thai consumers and downstream industries. Tariff
reduction, however, is likely to negatively affect loca producers. To facilitate the
adjustment process of the affected producers, the Office of SMEs Promotion and
other related government agencies should

- provide training to labors and financial assistances to SMEs that are
negatively affected by import competition.

- promote the adoption of new technologies in the manufacturing process,
management, purchasing and distribution.

2. Non-tariff measures

Even though tariffs are completely eliminated, non-tariff measures (NTM) can
still impose negative effects on the market access of many products. Examples of the
NTMs include contingency protection (e.g., safeguards, antidumping and
countervailing measures), technical measures (including sanitary and phytosanitary
measures), subsidies and rules of origins.

Although the WTO has established rules to discipline the application of
NTMs, such measures are still applied arbitrarily to protect domestic industries in
many countries. Most NTMs, with an exception of subsidies, have similar impacts to
that of tariffs: they increase costs of imported goods. Early works on estimating * tariff
equivalence’ of NTMs show that the protection levels imposed by NTMs in many
countries are alarmingly high. For example, it is estimated that the tariff equivalent
rate of NTMsin the steel industry is 284 percent in the US.

Both Thailand and the US make extensive uses of sanitary and phytosanitary
measures to agricultural and food products. Previous studies found that 78.5 and 61.9
percent of agricultural and food products are subject to such measuresin Thailand and
the US, respectively. For Thailand, Thai processed chicken is often denied market
access by the US's sanitary standards. The US also gpplies other technical measures
to a number of Thai manufacturing products, including electrical and electronic
appliances and medical equipment.

The US has also long imposed antidumping and countervailing duties against
imported products while Thailand has just recently begun to apply such measures. In



particular, certain Tha products such as sted, furfuryl alcohol, frozen shrimps,
canned pineapples, are affected by the US's gpplication of antidumping and
countervailing duties. In such cases, Thai exporters complained that the measures
were applied arbitrarily and the resulted damages were generally high.

Thai negotiators should:

- Propose to establish bilateral panels between Thailand and the US to settle
disputes related to NTMs. The objective of these panels is to reduce
unilateral action of importing country that will hamper cross-border
trades.

- Seek to clarify the definitions of ‘like or directly competing products’, an
issue that often becomes contentious in the trial of antidumping and
safeguards cases.

- Negotiate for greater transparency and rule-based in the application of
NTMs.

To obtain maximal market access for Tha producers, the Office of SMEs
Promotion and other related government agencies should also:

- set up a public-private joint committee to monitor new NTMs of major
trading partners

- disseminate the information on NTMs of mgjor trading partners to Thai
exporters, with a specia attention paid to SMEs

- invest in technical infrastructures such as test laboratories to upgrade
technical standards of the country

- set up an information center to provide recommendations to Thai
exporters that are subject to trade disputes with major trading partners,
especially the US.

3. Rulesof origins

Rules of origins (ROOs) are needed to prevent trade deflection arising from
preferential treatments in market access. Such rules should be designed to facilitate
free flow of trade rather than to protect local industries. Poorly designed ROOs can be
costly to comply and administer. In addition, they can distort sourcing and investment
decisions of firms, hinder the exploitation of economy of scae, increase the
complexity of trade and reduce an incentive to make use of FTAS.

We have review literatures on ROOs. We found that most ROOs are based on
a combination of the following principles: wholly obtained (WO), substantial
transformation (ST) and/or specific manufacturing process (SMP). Substantial
transformation is usually determined by either changes in tariff classification or local
content ratio. Some FTAs also apply secondary principles such as accumulation and
de minimis.

Based on an analysis of recent FTAs between the US and its trading partners,
we found that the US applies the same or similar set of ROOs in these FTAs.
However, the level of restrictiveness of each set of ROOs differs from one FTA to
another, as reflected in different minimum local content requirements and different
levels of changesin tariff classification.



We analyze the impacts of these ROOs on Thailand’s 21 major export
products. Assuming that the FTA with the US imposes the same set of ROOs as in the
US-Singapore, US-Australia and US-Chile FTAs, we found that 8 Tha export
products would not be considered originating products under these rules, even though
they are deemed originating from Thalland under Thailand-Australia FTA. Such
products include polyester, sweaters, children clothes, lady suits, jewelries,
transformers, electric appliances and furniture. The reason for non-origination is
usuadly due to stringent loca content requirements and other product-specific
restrictions. As aresult, these products would have difficulties in enjoying the benefits
of the FTA.

Concerning the public awareness of ROOs, we found that there are many
confusions and misunderstandings among the Thai private sectors. One such example
is that many Thai producers mistakenly believe that every FTA with Thailand will
apply the same set of ROOs. In addition, we also found that many producers,
especially the SMEs, are poorly prepared to comply with complex ROOs due to their
accounting practices and the lack of supporting information system.

To help Thai exporters to enjoy maximal benefits from the FTA, the Office of
SMEs Promotion and other related government agencies, including the Department of
Customs and the Department of Foreign Trade, should

- negotiate the local content requirement ratio to be at most 40 percent, asin
the Thailand-Australia FTA.

- negotiate for an ex-ante certification-based gpproach (as in AFTA) to
implement rules of origin rather than an ex-post auditing system (as in the
US-Singapore) to reduce the risks of Thai exporters.

- provide accurate and easy-to-understand information on ROOs to Thai
producers, with a specia focuson SMEs.

- promote good accounting practices and the use of information technology
among SMEs.

4. Intellectual property rights protection

The chapter on intellectual property rights (IPR) protection in the US
Singapore FTA sets a significantly higher standard for the protection of IPR than the
existing TRIPS agreement, which is concluded in the Uruguay Round. The main
focus of the FTA is on three major intellectual properties: patents, trademarks and
copyright. The FTA requires each signatory party to ratify or accede to a number of
international agreements, including the Convention Relating to the Digtribution of
Programme-Carrying Signals Transmitted by Satellite (1974), the International
Convention for the Protection of New Varieties of Plants (1991), known as the UPOV
Convention, the WIPO Copyright Treaty (1996), the WIPO Performances and
Phonograms Treaty (1996) and the Patent Cooperation Treaty (1984). It should be
noted that the US is a member of all of the above agreements while Thailand is a
member of none.

The FTA dso contains detailed provisions on substantive and enforcement of
IPR protection. These provisions are modeled after the US domestic laws and thus
aim at upgrading the level of IPR protection in Thailand to be similar to that provided
by the US legidations. It should be noted that the US affords to have such a high



standard of IPR protection because it has the most sophisticated technological
capabilitiesin the world.

If Thailand adopts the US's IPR standard without comparable technological
capabilities, it will be deprived of a flexibility to design its IPR system that the US
and other developed countries enjoyed in their earlier stages of development. In
particular, the extension of patentable subject mattersto include all inventions implies
higher costs of access to technology for Thai inventors and SMEs. The adoption of
the Patent Cooperation Treaty will also exclude Thai technology users to make free
usages of alarge portion of inventions patented elsewhere but in Thailand.

By narrowing the scope for compulsory licensing, the FTA is also likely to
limit the flexibility of the Thai government in conducting its patent policy, especially
in cases of emergencies. In the area of pharmaceutical products, the FTA limits third-
party's access to test data submitted for marketing approval by original drug
producers. As aresult, generic drug producers must by themselves conduct costly test
process. This duplication is socially wasteful and is likely to discourage the entry of
generic drug producers into the market.

In the area of plant variety protection, most Thai farmers are unlikely to
benefit from the protection provided by the FTA due to its strict requirement for
protection. The new copyright standards imposed by the FTA are aso likely to
increase the cost of access to copyrighted materials such as text books and computer
software.

From a perspective of Thailand, it is necessary to ensure that the IPR system
facilitates, rather than hinders, its development goals. In particular, the copyright law
should allow Thailand to extend its basic and higher education coverage by allowing
an access to educational materials and information technology. The patent law should
facilitate an access to medicine for poor people while the plant variety protection law
should not impose undue costs to local farmers and plant breeders.

Thus, the benefits for Thailand from inappropriately high standards of IPR
regime are, at best, long term, while the costs of adopting them are real and
immediate. Such costs include legislative and administrative costs involved in
revising current laws and regulations, legislating new ones and implementing them.
However, the current legal system is already over-burdened and can hardly
accommodate new obligations, at least in the short run.

If the FTA is to be adopted, certain provisions need to be strongly negotiated
or clarified to avoid potential negative impacts of stronger IPR regime:

- The date of entry into force of the FTA should be extended to
accommodate necessary adjustments of the Thai side. In particular, a
period of 10-12 years should be negotiated.

- Safeguards, including strong competition law, should be developed to
ensure that monopoly rights related to IPR protection are not exploited
inappropriately.

- Thailand should negotiate to be alowed to give effect to the 1978 UPOV
Convention rather than the current UPOV Convention.



- The term of protection of a copyrighted work should be kept to 50 years
after the creator’ s death. The extension of the term to 70 yearsis not likely
to provide additiona incentive for the creation of copyrighted works. On
the other hand, it will limit the access to educationa materials.

- The scope of patentable subject matters should be as limited as allowed in
the TRIPS agreement. In particular, genetic material found in nature,
plants, animals and biologica processes for the production of such plants
and animals should not be patentable. Software and business methods
should also be excluded as patentable subject matters until an effective
procedure to reduce patents granted to trivial inventions is developed.

- Conditions for compulsory licensing should be kept flexible as allowed by
the Doha Declaration on TRIPS and Public Health. In particular, the
conditions should include, but not limited to, those appearing in the US-
Singapore FTA.

- In the area of pharmaceutical products, an access to test data reduces the
duplication of a costly test process and thus promotes early entry of
generic drug producers. An access to test data by third parties should
therefore be alowed, provided that the data is protected against unfair
commercial use.

5. Cross-border Tradein Services

The liberalization of the service sector under a FTA with the United States is
bound to be rather comprehensive since a "negative list" approach is likely to be
reguired for a successful trade negotiation with the US. However, given that Thailand
has had a Treaty of Amity that allows US nationals to invest freely in al businessesin
Thailand except 6 sectors for the last 40 years, the impact of a Thai-US FTA on the
service sector will be limited to a few sectors, abeit maor ones. Moreover,
liberalization of the service sector is likely to be gradual under the FTA since there
are provisions that alow Parties to exempt al non-conforming measures and specific
sectors that relate to nationa security, cultural concerns, the provision of public
services, etc. Non-conforming measures are to be eventually phased out, however. It
would appear that the FTA places greater emphasis on preventing Parties from
implementing new rules and regulations that would restrict bilateral servicestrade.

Market access is by no means the only issue covered in the Chapter on Cross-
border trade servicesin the Singapore-US FTA -- the blueprint for the Thai-US FTA.
Regulations and privatization are two other issues addressed in the Agreement. The
Agreement stipulates that once a state enterprise is corporatized, it should relinquish
all privileges that would provide an unfair competitive edge against private
competitors in the same market. It also requires that investors from the other Party to
the agreement are to be given equal rights as nationals in acquiring shares in a
privatized state enterprise. That is, a foreign equity share limits are not allowed,
except in businesses that concern infrastructure services where a 49% limit may be
applied. As for regulations, the agreement requires regulatory transparency, in
particular in licensing.

The impact of service sector liberalization under the Thai-US FTA is likely
to be felt most in 3 specific services in which the US has expressed a particular
interest. These are telecommunications, banking and finance and express mail
delivery. Liberdization of these sectors are likely to benefit SMES as consumers.
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Concerning the privatization provison, Thaland would have to revise its
Corporatization Law that allows corporatized state enterprises to maintain special
privileges should the Corporatization Committee so decide. This may be a problem if
the privileges granted to the SOE are related to its unwritten universal service
obligations. On the issue of regulation, a more transparent and predictable regulatory
regime can only benefit al parties, in particular SMEs that have little bargaining or
lobbying power.

As for opportunities that Thai suppliers may expand their businesses in the
US, they are rather limited. This is because except for tourism and air transport,
Thailand is a net importer of services with the US. In the absence of liberalization of
labour between the two countries, it is difficult for Thai companies to compete on the
basis of capital, technology or network with US service providers.

It is recommended that, in preparation for the service sector liberalization, the
government should undertake the following actions:

1. Ensure that the competition law is enforceable in order to protect loca
service suppliers from anti-competitive practices from larger foreign
operators.

2. Collect information about state subsidies granted to US service suppliersin
specific sectors that will be liberalized so to ensure fair competition.

3. In case where market concentration occurs as a result of bilateral market
liberalization, the government should immediately liberalize the market on
an MFN basis to stimulate competition from suppliers from non-Parties.

4. Free corporatized state enterprises of unwritten universal service
obligations and implement a transparent and fair subsidy rule that provides
alevel playing field for all suppliersin the market.

5. Negotiate for a balance of payment safeguard so as to ensure that in case
liberalization in the service sector leads to serious imbalances in
international trade, measures can be taken to prevent macro-economic
instability.

6. Investment

Major substantive issues found in the Investment Chapter of the Draft Thai-
USFTA are asfollows:

1. Market access or pre-establishment rights: The FTA requires MFN and
nationa treatment in pre-establishment rights for investors of the other
Party.

2. Investment protection or post-establishment rights: The Agreement
reguires that covered investment is protected against direct and indirect
expropriation, discrimination and is treated according to minimum
standard of customary law.

3. Unrestricted transfer of funds across borders.

4. Redtrictions on investment performance requirement: The FTA bars
Parties to the agreement from imposing investment measures that restrict
trade between the two countries, such as local content or export
requirements. Mog restrictions are consistent with TRIM 'S, except for the
provison prohibiting Party to demand technology transfer as a pre-
condition for investment approval.
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5. Private-to-state dispute settlement mechanism: The Draft Thai-US FTA
includes a private-to-state dispute settlement mechanism that relies on
international arbitration rather than domestic court.

The current Thai laws allow foreign investors to hold unlimited equity sharein
all businesses in the manufacturing sector. Foreign ownership shareislimited to 49%
for all services, however. However, under the Treaty of Amity between the United
States and Thailand, American nationals are alowed unlimited equity share in all
manufacturing and service sectors since 1966, except for 6 services. Hence,
investment liberaization under the Thai-US FTA will impact mainly businesses in the
service sector that have been closed to US investors.

It should be noted, however, that the scope of liberalization under the Thai-US
FTA may be significantly broader than that under the Treaty. This may be the case
investment that will be beneficiary to the Agreement covers not only US investors,
but also foreign companies that are registered under the US Law and have "substantial
business operation” in the US. If that is the case, many non-US multinational
companies will also be entitled to access the Thai market viathe Thai-US FTA.

The study shows that SMEs are concentrated in several businesses involved
with logistics such as custom broker, freight forwarder, cargo agency and trucking.
These are not services targeted by the US, but are services that large Japanese service
suppliers have a clear competitive advantage. Thisis evident from the proliferation of
joint ventures where these suppliers hold the maximum share (49%) alowed under
the current law. As these companies are likely to have subsidiariesin the US, they are
likely to be able to benefit from the Agreement as well. In this case, local SMEsin
these sectors will undoubtedly feel the impact of market liberalization under the FTA
once the local national equity share is no longer binding.

Concerning investment protection, the Thai government will have to ensure
greater transparency in the implementation of policies or regulatory rules. The
experience of NAFTA shows that administrative shortcomings can lend easily to an
alleged discriminatory or sub-standard trestment that are subject of arbitral awards.

Finally, concerning investment performance restrictions, Thailand should have
no problem with compliance as the Board of Investment does not impose a
technology-transfer requirement both for the right to establish and to gain incentives.
It only requires that foreign investors that request a permission to bring in foreign
professionals must submit reports on activities taken to promote technology-transfer
to local employees.

It is recommended that the Thai government take the following actions to
ensure that investment liberalization under the bilateral FTA will be most beneficial to
the Thai economy:

1. Examine carefully the pros and cons of having non-Party companies
benefiting from the bilateral agreement.

2. Amend relevant laws to ensure that the rights of loca investors are
comparable to those guaranteed to US investors under the FTA.

3. Revise Administrative Law to ensure greater transparency in the
administration of al laws and regulations affecting businesses, in
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particular in the case of "rule making" that the current Administrative law
failsto address.

4. Design clear adjustment schemes for SMEs that are likely to be affected by
investment liberaization.

7. Professional services

Professional services are one of the major factors in trade in services. Many
bilateral and regional free trade agreements cover movement of professional services,
in particular in law, engineering, architecture and accounting.

The Tha Foreign Labour Law bars foreigners from engaging in 39
professions, including accounting, civil engineering, architecture and law. It should
be noted, however, that the specific law governing each profession does not bar
foreigners from practicing these professons as long as they fulfill the requirements
for certification, except for attorney.

With regard to the establishment of business services, the Foreign Business
Act stipulates that foreign ownership in all services must not exceed 49%. However,
American investors have been to establish law or accounting firms with unlimited
shareholding under the bilatera Treaty of Amity between the United States and
Thailand since 1966. In practice, however, most American accounting and consulting
firms prefer to maintain a minimum foreign equity share. This may, in part, due to
the dependence on local partners.

Both the US-Chile and US-Singapore FTAs contain provisions regarding
cooperation in developing licensing and certification schemes that are mutually
acceptable in various professions, in particular law and engineering. In addition, in
both FTAs the US commits to allocate a specific "H-1B visa quota' for "specialty
occupations'. That is, a specific number of professonas from Singapore and Chile
will be granted temporary employment (3 years subject to renewal) into the US under
the H-1B visa. These FTA quotas will be carved out of the general H-1B visa quota
of 65,000 per year, leaving professionals from non-party countries with a smaller
chance to obtain such a visa Thailand can benefit greatly from having its
professionals trained in the United States.

On the other hand, Thai firms providing business services may feel the impact
if foreign American law or accounting firms are allowed to employ American lawyers
and accountants. This may lead certain joint-venture firms to relinquish the Thai
shares as they no longer depend on local partners. However, there will always be a
need for local professionals who are knowledgeable of the local laws and regulations.
It is likely that wholly owned American firms will specialize in international
accounting, tax, trade and investment laws, in which case they may not necessarily
compete directly with locally owned firms that specializesin domestic laws.

It is recommended that, in preparing for liberalization of professional services,
the Thai government should:

1. Review existing professional standards to ensure comparability with
foreign counterparts, in particular, the United States.

2. Promote English proficiency among Tha professionals so that they may
benefit from bilatera arrangements.
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3. Promote continual acquisition of skills and experiences of certified
professionals that are often a requisite for the renewa of professional
certificate or license in many foreign countries.

4. If need be, specify the scope of service that a foreign professional may
offer. For example, foreign lawyers may be alowed to practice only
foreign lawsin order to limit the impact of local professionals.

8. Competition Policy

Competition Policy is one of the main issues covered in most FTAS, including
the draft FTA between Thailand and the United States. Thisis because free trade does
not necessarily guarantee fair trade. There is thus a need for competition provisions
to ensure fair competition.

The Competition Policy Chapter in the US-Singapore FTA includes the
following key provisions:

1. Both Parties are required to have measures and institutions that address
competition concerns on a non-discriminatory basis.

2. Private companies that hold an exclusive concession from the State shall
not use their monopoly power to restrict competition in competitive
markets and shall buy or sell their monopoly products or services on a
commercial and non-discriminatory basis.

3. State-owned enterprises shall not engage in any kind of business
agreements that hamper competition in the market without an efficiency
defense and shall buy and sell products or services on acommercia basis.

4. Both parties agree to cooperate and coordinate to further effective
competition law and policy.

The implications of these commitments are as follows. First, Thailand will
have to take steps to ensure that its Trade and Competition Act 1999 is properly
implemented. Currently, sections 25 on abuse of dominance and section 26 on
mergers are unenforceable. This is because, after almost 6 years, the Trade
Competition Commission has not yet passed the market share and sales thresholds in
order to determine whether a company has "market dominance” and whether a
planned merger would require to submit a "pre-merger notification" for approval. All
Thai companies, in particular small and medium enterprises, should benefit from an
effective competition law.

Second, the Trade Competition Act exempts state-owned enterprises (SOES).
This provision will have to be amended as the FTA clearly stipulates that SOES are
subject to competition discipline as well. This should also benefit all companies that
have to compete with SOEs. Provisions that call for desgnated private-monopolies
not to abuse their monopoly power seem superfluous as these companies are already
subject to competition laws. The provisions that require designate private and state
monopolies to buy and sell products on a commercial and non-discriminatory basis
seem to be out of place in the competition chapter a sit concerns procurement rather
than competition.

Third, the provision on cooperation is voluntary. Hence, thereis no guarantee
of an effective cooperation and coordination in the enforcement of law on cross-
border competition cases.



It isrecommended that the Thai government undertake the following measures
in view of its future commitments in competition policy under the Thai-US FTA:

1.

2.
3.

Pass the minimum market share and sales thresholds for abuse of
dominance and merger provisions.

Abolish exemption provided for state enterprises.

Refuse to accept commitments concerning procurements that are beyond
the scope of acompetition law.

Negotiate for a more binding provisions in co-operation and co-ordination
in order to ensure effective cooperation from US competition authorities
should competition problems arise from liberalization under the FTA.
Assess potentia sector-specific competition problems that Thai SMEs may
face asaresult of market liberalization under the FTA.

9. Concluson

Research results on the impacts of the Free Trade Agreement between
Thailand and the United States from the preceding eight topics, indicate that the
Agreement may confer both opportunities and threats to the Thai economy as follows:

Opportunities to Thai economy

Many Thai exports may enjoy US tariffs reduction, especialy, those that
are subject to high US import tariff rates.

Certain non-tariff measures could be aleviated, providing that negotiation
terms are clearly defined.

Trade deflection could be diminished by the implementation of appropriate
rules of origin.

The adoption of certain non-controversia intellectual property rights
protection issues that could induce much more foreign investment.
Consumers and the SME entrepreneurs would benefit from greater
competition, resulting in improvement in the quality of service and lower
prices.

Tha professiona workers would be able to access the US labor market
more easily if the Thai government can successfully negotiate a H-1B Visa
quota as that achieved by Chile and Singapore.

Labor mobility between both countries would be enhanced as the standard
and regulation governing the issuance of professional licenses as well as
certificates will be developed and commonly agreed between both
countries.

Competition law would be better enforced to meet the standard stipulated
in the Agreement. SMEs would, therefore, be better protected from unfair
trade practices conducted by large-scae entrepreneurs, but also create a
fair competition between the private companies and state enterprises.

Threatsto Thai economy

Many Thai exports, especially, those that have been well protected by high
import tariff rates, may experience greater competition from US products.
In responseto this, it isrecommended that Thai negotiatorstry their best to
delay the introduction of tariff cuts for certain productsin the sensitive list.
According to the established rules of origin found in the US-Singapore,
US-Australia, and US-Chile FTAS, certain Thai exports may not meet the
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origin requirement and thus cannot enjoy benefits offered by the FTA. It is
therefore suggested that Thailand should assert to have RoOs that are
conssted with the Thailand-Australia FTA.

Certain controversial intellectual property rights protection obligations
should be rgjected or postponed for at least 10 years.

Since the Agreement provides more market access and protection
privileges to US investors than those from any other countries, certain US
companies may dominant the domestic market. Therefore, the Thai
Competition Authority would urgently need to rigorously implement the
Trade Competition Act in order to prevent unfair and redrictive trade
practices undertaken by large multi-national companies.

Thai government should overhaul its subsidy regime for social services.
This is because the FTA requires that a corporatized state enterprise be
stripped of any privileges that providesit with an unfair advantage.

As committed to the Agreement to liberalizing financia sector, trade in
services and investment, the Bank of Thailand (BOT) obligates not to
undertake the excessive measures to control neither inward nor outward
capital flow. As a consequence, Thai economy would be exposed to the
risk of fluctuation in capita flow caused by short-term speculation.
Therefore, it is important that Thailand retains its sovereignty to impose
capital control measures in case of Balance of Payment problems or threat
thereof.

The scope of investment subject to liberalization commitmentsin the FTA
should not include short-term loans which, from experiences in many
countries, can be highly unstable and detrimental to the macro-economic
stability. However, if Thaland commits to liberalize short-term
investment, including short-term loans, it is necessary that the Central
Bank retains its authority to implement measures to protect the integrity of
the domestic financid system in terms of both baance of payments
safeguard and prudential regulation of commercial banks.
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