Bilateral Free Trade Agreements and I nternational Expansion of Thai Multinational

Enterprisesin the Food Industry: Cases of Thai Food Processors

A Thesis Presented by:

Nipawan Thirawat

Supervisors:
Dr. Frederick Robins and Dr. Georges Baume

Thesis Submitted in Fulfilment of Requirements for the Degree of Doctor of Philosophy

Adelaide School of Business
University of Adelaide
South Australia, Australia
September, 2009



TABLE OF CONTENTS

LIST OF TABLES i
LIST OF FIGURES i
ABSTRACT iii
STATEMENT OF DECLARATION iv
ACKNOWLEDGEMENTS v
LIST OF ABBREVIATIONS vi
CHAPTER 1 1
INTRODUCTION 1
1.1 Objectives of the study 1
1.2 Rationale of study 2
1.3 Methodology 5
1.4 Organisation of the thesis 7
1.5 Summary 8
CHAPTER 2 9
CONTEXT OF RESEARCH 9
2.1 Introduction 9
2.2 Bilateral free-trade agreements 9
2.2.1 Definitions 9

2.2.2 Motivations for developing bilateral free-trade agreements in the Asia-Pacific 10

2.2.3 Development of bilateral free-trade agreements in Thailand 12

2.3 Thailand’s food industry 18
2.3.1 Definition 18

2.3.2 Thailand’s major food exports 18

2.3.3 Role of food industry in the Thai economy 20

2.3.4 Thailand’s food exports and bilateral FTAs 22

2.3.5 Role of Thailand’s food industry in the world market 27

2.4 Summary 30
CHAPTER 3 31
LITERATURE REVIEW 31
3.1 Introduction 31
3.2 Asian MNEs’ international expansion 33
3.3 Factors involved in the internationalisation of Asian developing-country MNEs 38
3.3.1 Country-specific factors (CSFs): cost drivers 39

3.3.2 Country-specific factors (CSFs): government drivers 40

3.3.3 Firm-specific factors (FSFs): internationalisation strategies 41

3.3.4 Firm-specific factors (FSFs): internationalisation capabilities 43

3.4 Influence of government policy and regulation on firms’ internal factors 46
3.5 Influence of free trade agreements on firms’ internationalisation 50
3.6 Preliminary conceptual framework 55
3.7 Theoretical propositions 58




3.8 Summary 59

CHAPTER 4 61
RESEARCH METHODOLOGY 61
4.1 Introduction 61
4.2 Research method: justification for using the case study method 61
4.3 Research method: justification for using a multiple case study research design 66
4.4 Data collection: selection of cases 67
4.5 Data collection: number of cases 69
4.6 Data collection: selection of Thai case firms 70
4.7 Data collection: justification for using a multiple data collection method 73
4.7.1 Interviews 73
4.7.2 Questionnaire 79
4.7.3 Field notes 83
4.7.4 Documentation 83
4.7.5 Archival records 84
4.8 Data collection procedures: preparation prior to fieldwork 86
4.9 Data collection procedures: collecting data in Thailand 87
4.10 Data collection procedures: organising and managing data 89
4.11 Data analysis 91
4.12 Limitations of the case study research method 94
4.13 Summary 94
CHAPTER 5 96
RESEARCH FINDINGS 96
5.1 Introduction 96
5.2 Country-specific factors 96
5.2.1 Natural resources 96
5.2.2 Labour 97
5.2.3 Government trade policy 98
5.2.4 Other country-specific factors 100
5.3 Firm-specific factors 100
5.3.1 Ability to produce in an efficient manner 101
5.3.2 Human resources 103
5.3.3 Ability to produce high quality products 104
5.3.4 Ability to analyse foreign markets 106
5.3.5 Networking capabilities 107
5.3.6 Other firm-specific factors 110
5.4 Country-specific factors versus firm-specific factors 112
5.5 Bilateral FTAs and firms’ implementation of internationalisation strategies 117
5.5.1 Influence on export strategies 118
5.5.2 Influence on international purchasing strategies 120
5.5.3 Influence on international investment strategies 123
5.6 Bilateral FTAs and firms’ adjustments to internationalisation strategies 125
5.6.1 Develop new networks 125
5.6.2 Adjust prices 127
5.6.3 Adjust product strategy 129

5.6.4 Communicate with customers 130




5.6.5 Upgrade sales efforts

131

5.7 Bilateral FTAs and firms’ adjustments to internationalisation capabilities
5.7.1 Enhance efficiency in production

132
132

5.7.2 Increase production capacity

133

5.7.3 Develop a new ability to coordinate and integrate activities

133

5.7.4 Develop a new ability to analyse foreign markets

134

5.8 Bilateral FTAs and firms’ adjustments to internationalisation resources

135

5.8.1 Acquire new informational resources

136

5.9 Summary

137

CHAPTER 6

DISCUSSION

6.1 Introduction

139
139
139

6.2 Categories of Thai MNEs

139

6.2.1 Category one: increasing international-focus MNEs

140

6.2.2 Category two: refocusing MNEs

140

6.2.3 Category three: continuing domestic-focus MNEs

141

6.3 Theoretical Proposition | revisited

143

6.3.1 Relative importance and roles of internationalisation factors

143

6.4 Theoretical Proposition Il revisited

146

6.4.1 The role of bilateral FTAs: a facilitator to firms’ internationalisation

146

6.5 Theoretical Propositions Ill, IV and V revisited

149

6.5.1 The role of bilateral FTAs: an impetus to changes in firms’ internationalisation strategies,

capabilities and resources

150

6.6 Responsiveness of different categories of Thai MNEs to bilateral FTAs

152

6.6.1 Responsiveness of increasing international-focus MNEs (category one)

153

6.6.2 Responsiveness of refocusing MNEs (category two)

154

6.6.3 Responsiveness of continuing domestic-focus MNEs (category three)

154

6.7 Rationale for differences in responses to bilateral FTAs

155

6.7.1 Market focus

155

6.7.2 Expected benefits

158

6.7.3 Strength of existing FSFs

160

6.8 Implications for governments

162

6.8.1 Content of bilateral FTAs

163

6.8.2 Priority partner countries

164

6.8.3 Slow progress in trade facilitation mechanism with regard to NTBs

165

6.8.4 Trade-related policies

167

6.9 Proposed theoretical framework

168

6.9.1 Theoretical implications: similarities to mainstream research

171

6.9.2 Theoretical implications: dissimilarities to mainstream research

172

6.10 Summary

174

CHAPTER 7

CONCLUSIONS

7.1 Introduction

176
176
176

7.2 Conclusions regarding research questions and theoretical propositions

176

7.3 Contributions of the study

180

7.4 Limitations of the study

182




7.5 Recommendations for future research

184

7.6 Summary 185
APPENDICES 186
Appendix A 186
Appendix B 201
Appendix C 202
Appendix D 208
BIBLIOGRAPHY 210




Table 1.1
Table 2.1
Table 2.2

Table 2.3
Table 2.4
Table 2.5
Table 2.6
Table 2.7
Table 4.1
Table 4.2
Table 4.3
Table 4.4
Table 5.1

Table 5.2
Table 5.3
Table 6.1
Table 6.2
Table 7.1

LIST OF TABLES
Case study research process
Thailand’s Bilateral Trade Agreements
A Comparison of Thailand—Australia, Thailand—New Zealand and
Thailand—Japan Bilateral Agreements
Thailand’s major processed food exports in 2007
Thailand’s exports of HS 160414 and HS 200820 to the world
Thailand’s food exports to the world
Thailand’s food exports to Japan, Australia, New Zealand and other countries
The top fifteen world food exporters by country during 2000—2007
Internationalisation characteristics of Thai MNEs in the food industry
Summary of data collection by interviews
Summary of data collection by questionnaire
Summary of documentation
Summary and comparison of FSFs and CSFs for Thai MNEs in the
food-processing sector
Company C’s exports of canned pineapple to Australia during 2001-2006
Bilateral tariff offer schedule of Thailand as agreed on TAFTA
Foreign sales and domestic sales of Company C
Summary of Thai MNEs’ responses to bilateral FTAs

Summary of research questions and theoretical propositions

12

16
18
19
21
22
28
72
76
82
84

113
119
121
141
152
178



Figure 1.1
Figure 2.1

Figure 2.2
Figure 2.3
Figure 2.4
Figure 2.5
Figure 3.1
Figure 3.2
Figure 3.3
Figure 3.4

Figure 4.1
Figure 4.2
Figure 4.3
Figure 6.1
Figure 6.2
Figure 6.3

Figure 6.4

LIST OF FIGURES
Research Structure 7

Thailand’s exports of selected items (HS 160414 and HS 200820) to the

world during 2003-2007 20
Thailand’s food exports to Japan 25
Thailand’s food exports to Australia 25
Thailand’s food exports to New Zealand 26
Thailand’s food exports to the rest of the world 26
Roles of government regulations on firms’ business strategy 47
Conceptual framework of corporate trade policy preferences 51
A framework for global strategy 53

Framework for an analysis of influence of bilateral FTAs on

developing-country firms’ internationalisation 56
Case study method 65
Development process of a guided line of inquiries 75
Development process of a questionnaire 81
Internationalisation factors of Thai MNEs 146
Market focus and firms’ internal adjustments 157

Roles of market focus, expected benefits and strengths of firm-
specific factors in influencing responsiveness to FTAs 161
Proposed theoretical framework for analysing the influence of bilateral FTAs

on firms’ internationalisation 170



ABSTRACT

This study investigates the influence of bilateral free-trade agreements (FTAS) on the
international expansion of developing-country multinational enterprises (MNESs). The study
includes ten case studies of That MNEs in the food industry. The study explores the responses
of these firms to three of Thailand’s bilateral FTAs (Thailand—Australia FTA, Thailand—New
Zeadland Closer Economic Partnership and Thailand-Japan Economic Partnership
Agreement). All the case firms regard these Agreements favourably. The findings offer
insight into the role of bilateral FTAs in Thart MNES' internationalisation. The Agreements
help firms to internationalise, at the same time influencing the corporate adjustments they
have to make. The firms in this study share a number of common responses, which include
adjustments in product strategy and the development of new business networks. The findings
also suggest differences among firms in their interna adjustments in response to FTAs. First,
some firms respond much more vigorously than others. Second, in order to reap the full
benefit of the FTAs and internationalise successfully, some have to develop new strengths; for
example, the ability to coordinate and integrate activities more closely. The anaysis of the
research findings of this study suggests some modification of the inherited theoretical
framework, by means of which the impact and role of government trade policy in the
internationalisation of firms is assessed. The overall impact of bilateral FTAs on Thai MNEs
in the food sector is positive but modest. Directly, FTAs influence the development of firms
internal strategies, capabilities and resources. Further studies are recommended to test if FTAS
impact on other types of firms, other sectors of business, and other countries in the same

ways.
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