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Domestic Laws in relation to the Foreign Direct Investment

in the Manufacture of Automotive Parts in Thailand
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Abstract

Foreign direct investment (FDI) is an important factor in the development of economic system in
Thailand. As part of the FDI promotion policy, tax incentives greatly attract foreign investors.
Nonetheless, one of the main obstables to the promotion of FDIs in Thailand concerns the problem
of domestic laws being interpreted differently by different government agencies. Such conflicting legal
interpretation affects many businesses, particularly the automotive parts manufacturing, which is one
of the biggest industries in the country. This article studies 3 issues, namely (1) the definition of
“foreigner” used for the consideration of business capacity and the right to own land; (2) the
interpretation of “toll manufacturing”; and (3) the process of applying for various factory licences
depending on the location of the factory. The article aims to raise the government’s awareness of

the promotion of FDIs and to propose some solutions to the problem.

Keywords: Foreign direct investment (FDI), Tax incentives, Legal interpretation, Automative parts

manufacturing
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