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COUNTDOWN TO AEC: THAILAND'S
JOURNEY SO FAR

By this time next year, we should P A R o e, B
be entering the dawn of the ASE- - S e Ty "
AN Economic Community. Realiz-
ing the AEC has not been the eas-
iest task for member countries.
For all member countries, it is
now vital that their governments
establish a substantive regime to
ensure that an effective imple-
mentation of the AEC concepts
to which they have committed
to. In this article, we focus on
the changes that are still to be
made to Thai domestic laws, reg-
ulations and policies.
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The AEC, to refresh, involves region; (c) region for equita- January 2015. Noting that the
achieving the goal of region- ble economic development; and member countries required more
al economic integration by the (d) region fully integrated into time to prepare for the ambi-
end of 2015. ASEAN should the global economy. 2020 was tious targets, the deadline was
transform into a (a) single mar- the original deadline set for further delayed to 31 December
ket and production base; (b) the birth of the AEC; this dead- 2015. In this fluctuating time-
highly competitive economic line was then accelerated to 1 frame context, the new deadline

' CAMBODIA - res@asiantrails.com.kh
- CHINA - res@asiantrailschina.com
&



www.asiantrails.travel
www.swissthai.com
http://www.nestle.co.th/th

Ed Swiss [ ha

JANUARY 2015 | SWISS-THAI CHAMBER OF COMMERCE | E-NEWSLETTER #54

NEWS BY DFDL

is not a “hard target” but rather
a milestone year to measure the
work in progress.

ASEAN member countries have
made a notable achievement
in liberalizing trade in goods
through the ASEAN Free Trade
Agreement by eliminating vir-
tually all tariffs within ASEAN.
The achievement in tariff re-
ductions, however, has been
tarnished by non-tariff barriers.
Non-tariff barriers are defined as
barriers, other than tariffs, that
distort trade. Generally speak-
ing, typical distortions include
border and behind-the-border
measures that arise from gov-
ernment regulatory policies,
procedures and administrative
requirements which are imposed
to serve a particular purpose.
Thailand to date has largely
eliminated the non-tariff bar-
riers or at least brought them
under the standards acceptable
to the World Trade Organization.

In general, there are no restric-
tions or prohibitions on imports
of most products; import prohi-
bitions are grounded by the ne-
cessity to protect public morals,
national security, human, ani-
mal or plant life, and health.

The liberalization of the servic-
es sector in ASEAN is expected
to create a competitive environ-
ment that will lead to better and
more efficient delivery of servic-
es. It is thus expected that to-
gether with the progressive lib-
eralization of services in ASEAN,
local professions will have the
opportunity to seek employment
regionally, whereby potentially
gaining valuable international
experiences required for career
advancement, not to mention
higher wages. In order to imple-
ment the AEC, to promote the
trade in services and to have a
free flow of labor in the region,
ASEAN has formulated Mutual
Recognition Agreements (MRAs)

for eight professions being: en-
gineering, nursing, doctors, den-
tists, architects, surveying, ac-
counting and tourism.

Complying with its services ob-
ligations has been a difficult
task for Thailand as it is known
for one of the strongest ser-
vice-sector protectionism in the
region. Historically, Thailand’s
investment laws have pendu-
lated between protectionism
and liberalization. Thailand
recognizes the importance of
foreign investment for promot-
ing economic growth and has
in recent years relaxed many of
its restrictive investment laws
and regulations; it has however
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stubbornly held on to antiquat-
ed laws which restrict foreign
participation in certain indus-
tries where Thai nationals are
not ready to compete with for-
eigners. This is further shown in
the World Bank’s Services Trade
Restrictiveness Index, which
provides an indication of how
willing countries are to accept
foreign involvement in services.
According to World Bank, the
world average is 29 on the in-
dex; the lower this number is,
the more liberal the country is
to welcome foreign involvement
in services. Thailand under the
index has received a rating of
48 which is well above the world
average due to its protection-
ist policies. Cambodia’s rating
on the index is currently at 24,

meaning that it is more likely
to accept foreign investment in
services and subsequently reap
the benefits derived from it.

For Thailand to fully comply
with its obligations under the
trade in services component of
the AEC, the following changes
will be needed:

1. Liberalization of the 39
Protected Professions

There exist 39 protected profes-
sions in which foreigners are not
allowed to work; this law was
first issued in a Royal Decree in
1973 and has been updated on
several occasions. Current pro-
fessions listed include laborers,
lawyers, tour guides, engineers

and architects. It is obvious to
see that many of these profes-
sions are also professions under
which MRAs have been signed.
In order for Thailand to fully
comply with the AEC, the list of
protected professions will need
to be further reduced.

2. Compliance with Local
Licensing Requirements

The eight MRAs are still subject
to all domestic laws and regu-
lations, and thus in order for
a professional to work in Thai-
land, local licensing require-
ments must be complied with. It
is worth noting that all licens-
ing exams in Thailand are con-
ducted in the Thai language and
any professional wishing to be a
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licensed practitioner in Thailand
is required to give the exam in
Thai. This requirement severely
hinders the possibility of young
professionals moving to work in
Thailand. To use nursing as an
example, a Filipino nurse quali-
fied in the Philippines when de-
termining which ASEAN member
country to practice in would not
place heavy consideration on
Thailand as such nurse would be
required to learn the Thai lan-
guage and subsequently sit the
licensing examination in Thai.

To date Thailand has not pro-
vided guidance as to how the
licensing  requirements  will
change in the future. Sugges-
tions have been made to hold
the licensing examination in
two possible languages being
English and Thai. Ultimately the
government has a responsibility
in creating an attractive and in-
tegral environment for foreign-
ers.

3. Promote Competition with
Foreign Professionals

The existing protectionist pol-
icies are in place to give Thai

workers some form of securi-
ty that they will not lose their
jobs to the benefit of foreigners.
Moving away from these protec-
tionist policies would encourage
Thai employees to obtain train-
ing and additional skills in order
to effectively compete with for-
eign professionals.

Thailand’s Foreign Business Act
BE 2542 (FBA) restricts the par-
ticipation of foreigners in cer-
tain business activities. The
principles contained in the FBA
are in direct contradiction to the
principles of achieving a free
flow of labor and services. More
recently the Thai government
announced its plans to amend
the FBA and sought inputs from
the public and representatives
from the international business
community. Surprisingly the
proposed amendments, subject
to their revisions further to the
ongoing context of consulta-
tion, do not seem intended to
reflect Thailand’s commitments
for the AEC.

4. Facilitating Work Permits
and Eliminating Thai-Foreign
Workers Ratio

Thailand’s Alien Employment
Act BE 2551 requires that every
foreigner working in Thailand
obtain a valid work permit. Un-
der the act, “work” is defined
broadly to include work involv-
ing physical strength or knowl-
edge, unpaid internships, volun-
teering among others whether

or not done in exchange of mon-
ey or other forms of remunera-
tion. Only a few exemptions are
granted, such as: (a) members
of diplomatic or consular dele-
gations; (b) the United Nations
and other international agen-
cies; (c) pursuant to certain
treaties; and (d) upon author-
ization by the Council of Min-
isters.

In order for Thailand to fulfill
its obligations under the AEC,
further exemptions should be
enacted in order for Thailand to
be able to commit to the vari-
ous MRAs which are essential for
a true free flow of skilled labor.

5. Promote Career Advance-
ment and Language Skills

Thai professionals are unlike-
ly to benefit from the liberali-
zation of labor as many young
Thai professionals (a) lack the
interest of working abroad;
and (b) possess fewer language
skills than their counterparts in
other ASEAN countries.

In fact the EF English Proficien-
cy Index showed that out of 63
countries and territories where
English was not the mother
tongue, Thailand ranks 48, nar-
rowly outdoing Venezuela, Gua-
temala, Kazakhstan, Egypt and
Irag among others. Thailand
currently ranks fifth in ASEAN
after Malaysia, Singapore, Indo-
nesia and Philippines.
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For example, Filipino nurses
would be able to compete effec-
tively with Thai nurses as their
qualifications are on par with
those of their Thai counterparts,
and at the same time their su-
perior language skills will give
them an advantage over Thai
nurses. Looking at the inverse
of this situation, a Thai nurse
having equivalent qualification
to Filipino nurses would be at a
less of an advantage given the
lacking language skills should
they apply for a nurses position
in the Philippines.
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The Thai government should
have a clear policy in place to
promote the development of
Thai professionals. Altering the
education system would allow
the government to develop a
strategy to develop the next
generation of Thai professionals
who are able to serve the de-
mands of ASEAN.
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