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Report Highlights:
Thailand’s free trade agreements (FTA's) with Australia, New Zealand and China have put many U.S. agricultural exporters at a significant tariff disadvantage.  For some products the trade impact has been dramatic and immediate as tariffs for third-country competitors’ products decreased significantly or went to zero.  For others, tariff differentials are widening steadily as agreement implementation continues.  U.S. exporters of fresh fruit, tree nuts, snack foods, processed foods, and wine and beer are feeling the pinch as tariffs for their competitors go to zero by 2010.
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I. Thailand’s FTA’s
Since the 1990’s, Thailand has carried out an active trade liberalization agenda in a drive to increase bilateral trade.  Thailand is part of the ASEAN free trade area and has concluded FTA’s with Australia, New Zealand, China, and India.  Agreements with Peru and Bahrain have been signed, but not yet become effective.  A Thai-Japan FTA will be signed in April 2007.  Negotiations with the European Union, several South Asian countries, and the United States are in the pipeline.  However, the U.S. negotiations have stalled under the interim government established after the 2006 military coup, which ousted Prime Minister Thaksin.  
ASEAN Free Trade Area
The ASEAN Free Trade Area (AFTA) was initiated in the early 1990’s, when the Thai government was aggressively seeking regional free trade and bilateral free trade relationships.  Under this regional agreement, Thailand’s tariff rates for all agricultural products imported from ASEAN members are between 0 percent and 5 percent except for the following sensitive commodities: 

a) Coconut (HS 120300)

b) Coffee (HS 090111, 090112 and 090130)

c) Fresh Cut Flowers (HS 060310)

d) Potatoes (HS 070110 and 070190).

Thailand-Australia FTA
The Thailand-Australia Free Trade Agreement entered into force on January 1, 2005.  Under the agreement, tariff barriers will phase out by 2020.  Meat, dairy, grains and related products, fruit and vegetables, sugar, wine, beer and spirits and other processed foods will gain the greatest market access over time.  Tariffs for hides and skins, wool and cotton were eliminated immediately.  Thailand and Australia agreed to impose Special Safeguard Measures (SSG) for most sensitive agricultural products such as beef, pork, offal, dairy products, some fruits, and french fries.  These products are subject to higher tariff rates if imports exceed volume threshholds. The value of bilateral trade with Australia grew 21 percent from $6.4 billion in 2005 to over 7.7 billion in 2006.

Thailand-New Zealand Closer Economic Partnership (CEP)
The Thailand and New Zealand’s CEP entered into force on July 1, 2005.  Thailand agreed to immediately eliminate tariffs and quotas on 52 percent of all imports from New Zealand.  Overall tariffs will reach zero in 2020 and largely benefit New Zealand exports of dairy, meat, fruit and vegetables, seafood, forestry products, processed food and beverages.  As with Australia, there are SSG for sensitive commodities.  Bilateral trade grew 9 percent, from $774 million in 2005 to $842 million in 2006.   

ASEAN-China FTA

The ASEAN-China Summit in Brunei in November 2001 established a framework for an ASEAN-China Free Trade Area (ASEAN-China FTA) within ten years.  The framework recognizes differences in the level of economic development among the parties and provides for economic cooperation in (1) agriculture; (2) information and communication technology; (3) human resources development; (4) investment; and (5) Mekong River basin development.

Under the ASEAN-China FTA framework, applied MFN tariff rates for products listed in the Normal Track will be gradually reduced or eliminated from 2005 to 2010 for the ASEAN 6 (Brunei, Indonesia, Malaysia, Singapore, Thailand) and China.  Tariff reduction obligations for Cambodia, Laos, Burma, Vietnam will implemented over 10 years ending 2015.  The ASEAN Parties agreed to implement an Early Harvest Program for many products in HS Code Chapters 01-08. 

On June 18, 2003, Thailand and China agreed to an Early Harvest Scheme on fruits, vegetables, and nuts (harmonized codes of chapter 07-08). This resulted in the immediate elimination of import duties effective on October 1, 2003.   On January 1, 2004, the product coverage was agreed among ASEAN members and China to reduce import duties to zero by 2006 for HS code chapters 01-08.  Products not included in the Early Harvest Program are being reduced to zero by 2010.

FTA with India

On October 9, 2003, Thailand and India signed a framework agreement to initiate an Early Harvest Scheme.  Under the scheme, tariff rates for 82 products, including rambutans, longans, mangosteens, grapes, wheat, canned seafood, and other industrial goods, were to be reduced to zero on September 1, 2006.  The comprehensive Thai-India FTA was targeted to be signed in 2006, but political difficulties in Thailand have delayed the plan.

II.  Agricultural Exports to Thailand:  U.S. vs. Thailand’s FTA Partners
Although Thailand and the United States agreed on October 19, 2003, to begin Free Trade Area (FTA) negotiations, the FTA conclusion was delayed by political instability, which culminated in a military coup in September 2006.  Meanwhile, Thailand has implemented FTA’s with Australia, New Zealand, and China.  As tariff differentials wide, each Agreement threatens U.S. market share in the Thai market for agricultural goods.   

The table below shows the current status of major U.S. agricultural exports to Thailand as compared to competitors with implemented FTA’s.  

	 
	Trade Value 2006 ('000 USD)

	 
	USA
	Australia
	New Zealand
	China
	R.O.W
	Total

	 
	 
	 
	 
	 
	 
	 

	    Cotton
	160,719
	135,246
	0
	2,566
	274,881
	573,412

	    Wheat
	100,828
	91,422
	0
	0
	25,999
	218,249

	    Soybeans
	94,912
	1
	0
	12
	284,942
	379,867

	    Feeds & fodders (excl pet foods)
	81,140
	2,268
	30
	14,608
	84,239
	182,285

	    Processed fruit &               vegetables
	48,283
	9,350
	3,837
	57,810
	87,650
	206,929

	   Seafood
	44,432
	6,301
	7,846
	52,924
	1,372,898
	1,484,401

	    Hides & skins
	42,381
	35,121
	3,123
	0
	64,642
	145,267

	    Dairy products
	34,426
	86,056
	131,467
	2,367
	106,551
	360,867

	   Wood Product
	29,832
	683
	407
	4,829
	389,803
	425,554

	    Fresh fruits
	19,616
	7,156
	3,526
	82,865
	21,428
	134,591

	    Live animals
	9,366
	830
	7
	56
	16,254
	26,512

	    Tree nuts
	8,977
	684
	28
	6,391
	8,884
	24,963

	    Snack foods (excl nuts)
	5,317
	2,177
	525
	4,224
	47,207
	59,449

	    Pet foods (dog & cat food)
	5,250
	8,373
	0
	40
	2,286
	15,949

	    Sugars, sweeteners, & beverage bases
	1,999
	511
	267
	4,089
	8,478
	15,344

	    Wine & beer
	819
	5,388
	164
	4,473
	8,326
	19,169

	    Red meats, fresh/chilled/frozen
	446
	6,691
	2,621
	24
	2,346
	12,128


The most affected U.S. commodities by 2010 may be fresh fruits, tree nuts, snack foods, processed foods, and wine and beer.  Duties on all fresh fruits and tree nuts from China are now zero.  As a result, the imports of Chinese fresh fruits into Thailand increased by 33 percent from $58.8 million in 2004 to $82.9 million in 2006.   
Duties on apple and cherries from New Zealand are also zero in 2007. Thai imports of cherries from Australia has doubled from $0.17 million in 2004 to 0.34 million in 2006.  Imports of apple from New Zealand also doubled to $2.07 million in 2006.  Duties on most of fruits and tree nuts from Australia and New Zealand will be phased out in 2010 and 2015.  Snack foods and processed foods from the U.S. are subject to currently 30%, against phasing out by 2010 for those from Australia, New Zealand, and Australia.  Wine and beer from the U.S. is subject to the high import duties (54-60%), while those from Australia and the others are currently low (12-18%) and will be phased out in 2010 and 2015.  Also, imports of Australian wine increased sharply from $3.3 million in 2004 to $5.3 million in 2006.

Additionally, U.S. dairy products, pet foods, and red meats may be affected, but to a lesser extent as the FTA’s tariff schedules for these products from Australia, New Zealand, and China, are phased out over a longer period of time.  Tariff rates for beef imported from Australia and New Zealand reduced from 50% in 2004 to 37% in 2006.  As a result, imports of beef from Australia and New Zealand increased significantly over the period of 2004-2006 by 69 percent and 147 percent, respectively.

U.S. bulk commodities (especially soybeans, wheat, cotton, hides & skins and wood products) and seafood may not be affected because the applied tariff rates to the U.S. and its three competitors are already very low.  For example, import duties on soybeans and cotton are currently zero for the U.S. and the three FTA countries.  Current import duties on U.S. wheat are 0.10 baht/kg (approx. $2.85/ton), against zero for wheat from Australia and China.  Import duties for both U.S. and the three FTA countries are also prevailing low (0-5%). 

Appendix

Status of Current Tariff Schedules under Thai Effective FTAs and the U.S.
	No.
	Product
	Harmonized Code
	Quota
	APPLIED RATE

	
	
	
	
	U.S.A
	Australia
	New Zealand
	China

	 
	 
	 
	 
	 
	2007
	0%
	2007
	0%
	2007
	0%

	1
	WHEAT
	1001
	 
	$2.85/ton
	0
	 
	0
	 
	$2.85/ton
	 

	2
	SOYBEANS
	1201
	x
	0
	0
	 
	0
	 
	12
	2010

	3
	COTTON
	5201
	 
	0
	0
	 
	0
	 
	0
	 

	 
	 
	5203
	 
	0
	0
	 
	0
	 
	0
	 

	4
	TOBACCO
	240110
	x
	30
	0
	 
	0
	 
	 
	 

	 
	 
	240120
	x
	30
	0
	 
	0
	 
	 
	 

	5
	WHEAT FLOUR
	1101.000.003
	 
	5
	18
	2010
	18
	2010
	1
	 

	6
	SOYBEAN MEAL
	2304.000.008
	x
	4
	0
	 
	0
	 
	 
	 

	7
	BEEF 
	0201
	 
	50
	34.6
	2020
	35
	2020
	0
	 

	 
	 
	0202
	 
	50
	34.6
	2020
	35
	2020
	0
	 

	8
	BEEF OFFALS
	0206.100.007
	 
	30
	26
	2020
	26
	2020
	0
	 

	9
	COD
	030360
	 
	5
	5
	2009
	5
	2009
	0
	 

	10
	MEAT OF SHEEP/LAMB
	0204
	 
	30
	18
	2020
	18
	2010
	0
	 

	11
	TURKEY
	020724-020727
	 
	30
	18
	2010
	18
	2010
	0
	 

	12
	SALMON
	030322
	 
	5
	5
	2009
	5
	2009
	0
	 

	13
	HALIBUT
	030331
	 
	5
	5
	2009
	5
	2009
	0
	 

	14
	TUNA
	030344-5
	 
	5
	0
	 
	0
	 
	0
	 

	15
	COD
	030360
	 
	5
	5
	2009
	5
	2009
	0
	 

	16
	SARDINE
	030371
	 
	5
	0
	 
	0
	 
	0
	 

	17
	MACKEREL AND OTHER FISH
	030374
	 
	5
	5
	2015
	5
	2010
	0
	 

	18
	CRABS
	0306.140.001
	 
	5
	0
	 
	0
	 
	0
	 

	19
	SCALLOPS
	0307.210.006
	 
	5
	0
	 
	0
	 
	0
	 

	 
	 
	0307.290.003
	 
	 
	0
	 
	0
	 
	0
	 

	20
	POWDER MILK & CREAM
	0402
	 
	 
	 
	 
	 
	 
	0
	 

	 
	 
	0402.100.007
	x
	5
	5
	 
	5
	 
	5
	 

	 
	 
	0402.211.006
	x
	5
	5
	 
	5
	 
	5
	 

	21
	CHEESE & CURD
	0406
	 
	30
	26
	2020
	26
	2020
	0
	 

	22
	DRIED PEAS, BEANS, LENTILS
	0713
	 
	40
	18
	 
	24
	2020
	0
	 

	23
	ALMONDS, IN SHELL, FRESH/DRIED
	0802.110.001
	 
	10
	0
	 
	0
	 
	0
	 

	24
	ALMONDS, SHELLED, FRESH/DRIED
	0802.120.002
	 
	 
	6
	2009
	6
	2009
	0
	 

	25
	WALNUTS
	0802.310.005
	 
	10
	0
	 
	0
	 
	0
	 

	 
	 
	0802.310.006
	 
	 
	0
	 
	0
	 
	0
	 

	26
	PISTACHIOS, FRESH/DRIED
	0802.500.008
	 
	10
	6
	2009
	6
	2009
	0
	 

	27
	ORANGE
	0805.200
	 
	40
	24
	2015
	24
	2015
	0
	 

	28
	GRAPEFUIT, FRESH/DIRED
	0805.400.002
	 
	40
	0
	 
	0
	 
	0
	 

	29
	GRAPES, FRESH
	0806.100.002
	 
	30
	24
	2015
	24
	2015
	0
	 

	30
	RAISINS
	0806.200.004
	 
	30
	18
	2010
	18
	2020
	0
	 

	31
	APPLE (FRESH)
	0808.100.003
	 
	10
	6
	2009
	0
	 
	0
	 

	32
	PEARS & QUINCES
	0808.200.005
	 
	30
	18
	2010
	18
	2010
	0
	 


	No.
	Product
	Harmonized Code
	Quota
	APPLIED RATE

	
	
	
	
	U.S.A
	Australia
	New Zealand
	China

	 
	 
	 
	 
	 
	2007
	0%
	2007
	0%
	2007
	0%

	33
	CHERRIES (FRESH)
	0809.200.000
	 
	40
	18
	2010
	0
	 
	0
	 

	34
	PEACHES, INCL NECTARINES
	0809.300.002
	 
	40
	0
	 
	0
	 
	0
	 

	35
	PLUMS AND SLOES
	0809.400.004
	 
	40
	18
	2010
	18
	2010
	0
	 

	36
	COFFEE
	0901
	 
	30
	 
	 
	 
	 
	 
	 

	37
	CORN (RAW)
	1005.900.000
	   x
	 20
	 
	17.33 
	0
	 
	 
	 

	38
	SUNFLOWER/SUNFLOWER OIL (EDIBLE)
	1512.191.006
	 
	27
	18
	2010
	18
	2010
	12
	2010

	39
	SAUSAGES
	1601
	 
	30
	18
	2010
	18
	2010
	12
	2010

	40
	FRENCH FRIES
	2004.100.007
	 
	30
	24
	2015
	24
	2015
	12
	2010

	41
	SUGAR CONFECTIONERY
	1704.900.001
	 
	18
	18
	2010
	18
	2010
	12
	2010

	42
	CHOCOLATE & FOOD PREP. WITH COCOA
	1806
	 
	10
	0
	 
	0
	 
	8
	2010

	43
	MILKFOOD FOR INFANTS
	1901.101.009
	 
	5
	5
	2009
	5
	2009
	5
	2009

	44
	BREAKFAST CEREAL
	1904.10
	 
	20
	0
	 
	0
	 
	12
	2010

	45
	POPCORN (READY-TO-EAT)
	1904.900.003
	 
	20
	18
	2009
	18
	2010
	12
	2010

	46
	FRENCH FRIES
	2004.100.007
	 
	30
	24
	2015
	24
	2015
	12
	2010

	47
	JAMS, FRUIT JELLIES
	2007
	 
	30
	18
	2010
	18
	2010
	12
	2010

	48
	GROUND NUTS
	2008.110.004
	 
	30
	18
	2010
	18
	2010
	12
	2010

	49
	OTHER NUTS INC MIXTURES
	2008.190
	 
	30
	18
	2010
	18
	2010
	12
	2010

	50
	ALMOND (ROASTED)
	2008.190.014
	 
	30
	18
	2010
	18
	2010
	12
	2010

	51
	CANNED PEACH
	2008.700.004
	 
	30
	18
	2010
	18
	2010
	12
	2010

	52
	FRUIT & VEG JUICE
	2009
	 
	30
	18
	2010
	18
	2010
	12
	2010

	53
	INSTANT COFFEE
	2101.110.010
	 
	60
	40
	-
	0
	 
	12
	2010

	 
	 
	2101.120.010
	 
	 
	40
	-
	0
	 
	12
	2010

	54
	INSTANT TEA
	2101.200.016
	 
	30
	18
	2010
	18
	2010
	12
	2010

	55
	TOMATO KETCHUP
	2103.200.004
	 
	30
	0
	 
	0
	 
	12
	2010

	56
	MUSTARD
	2103.300.006
	 
	30
	0
	 
	0
	 
	12
	2010

	57
	OTHER SAUCES & PREP
	2103.909.099
	 
	30
	0
	 
	0
	 
	12
	2010

	58
	SOUPS & BROTHS & PREPARATION
	2104.100.008
	 
	30
	18
	2010
	12
	2009
	12
	2010

	 
	 
	2104.200.004
	 
	 
	18
	2010
	18
	2010
	12
	2010

	59
	ICE CREAM
	2105.000.001
	 
	30
	18
	2010
	18
	2010
	12
	2010

	60
	BEER
	2203.000.001
	 
	60
	18
	2010
	18
	2010
	12
	2010

	61
	CHAMPAGNE
	2204.100.104
	 
	54
	32
	2015
	32
	2015
	12
	2010

	62
	OTHER SPARKLING WINES
	2204.100.907
	 
	54
	32
	2015
	32
	2015
	12
	2010

	63
	WINE 
	2204210001
	 
	54
	32
	2015
	24
	2015
	12
	2010

	 
	 
	2204290009
	 
	 
	32
	2015
	24
	2015
	12
	2010

	64
	WHISKIES
	2208.300.004
	 
	60
	18
	2015
	18
	2010
	12
	2010

	65
	DOG & CAT FOOD
	2309.100.108
	 
	9
	6
	2009
	6
	2009
	 
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 


End of Report.
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