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ABSTRACT

Project Code: MRG4880035

Project Title: = An Effect of Free Trade Area (FTA) Agreement for Cross-
border Trade in Northern Thailand

Investigator: Nisit Panthamit
Chiang Mai University

E-mail: nisit@econ.cmu.ac.th

Project Period: 1 June 2005 - 31 July 2007

The objectives of this paper were to examine the pattern and composition of
the border trade payment system, and role of baht currency. It also aimed to explore
the problems and obstacles of this border trade, particularly in an FTA agreement
between Thailand and China, and how that affected the border-trade patterns. This
study was based on analysis of both survey data obtained from in depth interviews and
secondary data from relevant sources. The results of the study were as follows: (1) the
trade pattern between Thailand and southern China was conducted by 2 parties; Thai
and Chinese traders. (2) In on-border trade payment, the clearing agents, who came
mostly from bigger counterparts, became representatives in the settlement of trade
accounts among trading partners. (3) The role of the baht currency was restricted along
the border when trading partners from the two countries had a trade connection.
(4) Unofficial payment was used from Chinese connections in offsetting the account
balance between the trade partners. (5) Barriers existed for the business expansion of
border traders in both border countries; including lack of stall arrangements in trans-
border trade, and scarce cooperation among government officers in various departments.
Before the FTA agreement, Thai traders officially exported through custom formalities
because of tax benefits. Import was, on the contrary, mostly performed unofficially.
However, since October 1, 2003, when agreement was made between Thailand and
China on accelerated tariff elimination in all fruit and vegetable products under the early
harvest programme (subject to HS Chapter 07 and 08), imported fruit and vegetables
from China increased significantly. On the other hand, the export volume in northern

Thailand increased dramatically in Longan. In other words, the FTA agreement does not
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affect the border trade pattern, but does stimulate the border- trade volume between
Thailand and southern China. Finally, the empirical evidence collected, using
questionnaires interviewing 128 Thai border traders and 400 farmers in the studied
area, shows that both groups not only lack FTA information, but also misperceive the

importance of these agreements.
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