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ABSTRACT

The project of the Issue of Economic and Social Aspect in the Boarder Provinces Under
ASEAN Economic Community (AEC) has an objective to perceive and develop the mentioned
subject. It is proceeded through a Tripartite Meeting concerning the parties of the Thailand
Research Fund (TRF), local academicians and local Private Sectors in order to establish a
network of local Researchers and also a relation between Researchers and local participants.

The Meeting would cover the area of Northeastern and five Northern provinces by
categorizing the four Northeastern provinces being Mukdaharn, Nakornpanom, Ubonrajatanee
and Nongkhai as for the Northern, Changrai province is a representative. The participants of
each province are consisted of the representative of the Thailand Research Fund (TRF), local
academicians, Boarder Provinces entrepreneurs from Provincial Chambers of Commerce,
Provincial Council of Industries and other officials in the province.

The summary of the five provinces Meeting amongst the entrepreneurs, Provincial
Chambers of Commerce, Provincial Council of Industries and university of each province gives
the opinion on the Issue of Economic and Social Aspect in the Boarder Provinces Under
ASEAN Economic Community (AEC) that the obtainable Researched Issue would be
proceeded through the Research method that can bring a practical use and should allow the
Private Sector to participate on the Research in the form of counseling or giving useful
researched information including an acknowledgement and audit the procedure so that a
particular problem of each area can be handled and remedied. It can be used as a guide line
for entrepreneurs and concerned offices to adapt to the effect of Thailand being Under ASEAN

Economic Community (AEC).

Keywords: Boarder Provinces ASEAN Economic Community (AEC)
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(Component of a DSS) (Parker and Case.1993:438)
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2 anadmdnuarianvasilymifiiinisise

In globalization, comfortable, fast and effective communication is coming to respond to
people’s desire. Easy exchange among people in a small village becomes systematic
commercial through international market (Kotler 2003). Money and natural resources are widely
moved from a country to other country. Traditional trading is also changed hugely and
continuously through import and export. In fact, each region of the world has different resources
particularly by geography and climate. Different national resources are able to produce various
goods and services to distribute to the consumers through systematic transportation

(Rosenbloom 2004). In international trading, each country has specific law or regulation in order
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to protect its benefit for population. Tariff on import and export is a tool to against over goods
dumping from the powerful country. Thus, taxation system among international transaction is

very important for import and export (Dias and Shah 2009 ; Schiller 2007).

According to Rattanapanth (2003) ; Saab (2007) and Choy, Ramburuth and Lee (2010)
stated that it is high competition in international market in the present and there are many
countries around the world try to adapt themselves and also seeking for economic cooperation.
The widely used is free trade agreement. For instance, there are ASEAN Free Trade
Agreement (AETA), The Bay of Bengal Initiative for Multi-Sectoral Technical and Economic
Cooperation (BIMSTEC), North America Free Trade Area (NAFTA), The Economic and Social
Commission for Western Asia (ESCWA), Word Trade Organization (WTO) etc. In general
economic concept, free trade is able to produce effectiveness and economic of scale
(Rattanapanth 2003). That means large production can reduce cost of production. However,
free trade agreement is mentioned relatively to political issue. Free trade agreement keeps
closed communication among nearby countries effectively and also forcing to creating
bargaining power between powerful groups. Additionally, the Department of Trade Negotiation
(2008) has concluded that free trade agreement or free trade area (FTA) was a strategy to
keep both old and new marketing share. Reducing the barriers in international trading for tariff
and non-tariff issues, it forced to let new challenge opportunity to compete in global market for
Thailand. Besides, it was the way to launch and create marketing channel distribution in both of
import and export. Unfortunately, it was not able to be implemented effectively for a country

who has low completive power.

Presently, many countries around the world are trying to merge or cooperate together in
such the competitive advantage in economic, politic etc. In economic cooperation, there are 5
groups of combination classified on its characteristics namely 1) Preferential Trade
Arrangement 2) Free Trade Area 3) Custom Union 4) Common Market, and 5) Economic
Union. The Preferential Trade Agreement has been mainly providing special tax or tariff among
members which is cheaper than nonmember such as ASEAN etc. Free Trade Area is widely
used nowadays by having agreement to destroy any barriers against their international

exchanges but it can be a barrier for nonmember as well such as The European Free Trade
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Association (EFTA), ASEAN Free Trade Agreement (AETA) etc. Custom Union is a group in
having free trade and launching a similar regulation among members; for instance, The
European Economic Community (EEC) etc. Moreover, Common Market operates greater than
Custom Union by adding the freedom of movement in production factors as labor or capital
among countries’ member as EEC. Lastly, Economic Union is the most advanced of economic
merging by using the similar monetary and fiscal policy among members; for example, The

General Agreement on Tariffs and Trades (GATT) (Drysdale and Elek 1996 ; Lason 2007)

Importantly, agriculture plays the main role in economic development. Most developing
countries rely on their agricultural sector to produce food to feed people in that country. Those
few countries may except with having large natural resource-based exports such as oil for
Saudi Arabia but in the initial phase of industrialization, farmers have to produce food not only
for themselves, but also for feeding a growing urban people (Dowling and Valenzuela 2004).
Thailand is a developing country used agricultural sector to drive the economic growth as well.
According to Prachason (2009), in 2007, there are about 5.7 million households involved in
agriculture. From the past, Thai farmers have been facing critical problem in their products and
high cost of production. Several times of strikers who were poor farmers had tried to ask the
fast responsibility from the government in effective and sustainable problem solving. Free Trade

Agreement may be a barrier for these Thai farmers who lack of competitive resources.

Later October 1, 2003, free trade agreement between Thailand and China was
operated. Because of China has high potential in producing plants and export to other countries
around the world, Thailand has got the effect without avoiding. Agricultural product from China
came with a big amount; so that, Thai farmers are almost not able to compete the productivity
from China. In fact, agricultural product from China is cheaper than growing in Thailand. This is
because the low cost of production in China makes huge competitive export; Thailand is now
less competition in agricultural product (Manager Newspaper Online 2004). This is the same
effect between Thailand and New Zealand. Later April 19, 2005, Thailand and New Zealand
signed a Closer Economic Partnership Agreement or free trade agreement (FTA), Thailand has
loosen competition in milk, other dairy products and beef. It also affects directly to the farmers

who concerning in producing milk or dairy products and other animal farm. Due to New Zealand
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has high technology and produced with lower cost than Thailand in those products (Victorio and
Rungswang 2008). Free trade agreement may reduce nation welfare in the future (Tangkitwanit
et al 2006). It can summarize that Thailand has low competitive productivity in such the product

above; therefore, FTA is providing both advantage and disadvantage from countries’ member.

Discussion

Bhagwati, Greenaway and Panagariya (1998) and Krungman and Obstfeld (2006) said
that, in theory, the FTA ought to increase the total amount in trading between countries’
member. According to the Department of Trade Negotiation (2008), during 1967-1997, the
cereal production per capita around the world was increased such as in developed countries, it
increased by 565 kgs. to be 660 kgs. in 1967 and 1997 respectively related with developing
countries, it was also peaked up from 176 kgs. to be 226 kgs. It caused from the higher of
productivity (yield); even though the area for agricultural activity was reduced. This is because
the Green Revolution since 1970; having effectiveness in plant selection, water system and
fertilizer, the cereal productivity was boomed. On the other sides, during 1982-1990, the growth
rate of productivity in developing country was by 0.5% and dropped by 0.2% and -0.4% during
1982-1990 and 1990-1997 respectively.

The growth rate of productivity in cereal product was decreased because the higher
support in agricultural production in developed countries of European Union (EU), it also made
the bigger in global stock and the price decreased. As a result, other countries tried to grow
other kind of plant so the productivity was slow down (Dyson 1996). Interestingly, Foreign
Agricultural Service, USDA (2005 ; 2006) had discussed that the total grains in global market
increased from 1,859 million tons to be 2,036 million tons in 2004. It was the result from the
support of powerful countries such as USA, China, EU and India. Importantly, Rosegrant et al
(2001a ; 2001b) have predicted that, during 1997-2020, the demand of cereal product will be
increased for 1.3% in average per year. In details, the demand of the developing countries will

increase 49% (557 million tons) and 13% (97 million tons) for developed countries.

An important example of agricultural product affected to FTA is garlic product. Garlic is

a kind of important component in food and also medicine. In Thailand, garlic is grown mostly in
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the northern are such as Chaiprakarn District, Chieng Mai Province, Lumpun Province, Mae
Hong Son Province and in some part of the north-east as Srisaket Province. Later 2003, the
domestic price is decreased but the garlic farmers have to fight the high cost of fertilizer,
pesticide and labor. Although the government had a policy to help these farmers by reducing
the area of producing and pay for 1,500 bath per rai (Manager Newspaper Online 2004 ;
Kuanpoth et al 2005). According to Applied Economic Research Center, Kasetsart University
(2007) reported that Thai farmers lack of knowledge and understanding in free trade agreement
with the government has signed to other countries around the world. The government needs to
announce any information to all stakeholders namely farmers, entrepreneurs, material suppliers

etc. It is a benefit for them to prepare and adapt themselves for FTA implementation.

Kuanpoth et al (2005) reported that when free trade on vegetable and fruits were
allowed after October 1, 2003, the planting area of garlic must be reduced. From the data of
the Office of Agricultural Economics show that the price of dried garlic on pre-FTA (2002-2003)
was by 25.64 bath/kg and 18.37 bath/kg on post-FTA. It means there was -28.3 percent change
in price. This is a big problem for garlic farmers affected from FTA. In fact, the price of garlic is
generally fluctuated from year to year. In some year, farmers can earn much money while in
other year, their products are unvalued or cannot sell out with profitable volume. When farmers
faced low price problem, the government was not able to help effectively. Therefore, they have
had to organize several protests in order to get assistance from the government. The Ministry
of Agriculture and Cooperatives posted that the area of garlic planted must be reduced to
52,000 rai from an original planting area of 97,629 rai. However, farmers who entered to this
program by switching to grow other kind of plant as ornamental tree were to get compensation
by 2,500 baht per rai or changed to be perennial tress were to obtain 2,000 baht a rai or
converted to other type of annual crop were to receive 1,500 baht a rai in approximately. In
Thailand, in total garlic productivity, 93.8%, 5.8% and 0.4% was from the north, north-east and

central respectively.

The assistance of the government is not able to fix garlic farmers’ problem completely.
Solving agricultural problems with money does not really point out the essential issue. Even

though, in 2004-2005, the government had set a Cabinet Resolution by allocating about 10,000
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million baht over 10 years to solve the negative problem of free trade, the garlic farmers did not
agree with this implementation. This is because the funding mentioned to develop agricultural
structure, strengthen production efficiency, increase yield per production unit, and up grade the
garlic quality, the farmers said that Thai garlic is considered in better quality than Chinese
garlic. Normally, consumers are not mentioned mainly in quality, price is an importance key
factor to be considered formerly. Garlic from China is now flooding Thailand’s market and

affected enormously to Thai garlic farmers (Kuanpoth et al 2005).

Department of Trade Negotiation (2008) have discussed that the Custom Department
reported the price of garlic import from three countries such as China, Laos and Myanmar
compared to Thailand during 2002-2006 as given in Exhibit 1. It shows that the price of garlic
from China is the cheapest among 4 countries; Thailand, Laos, Myanmar and China. For
example, the average price of 5 year since 2002, it found that garlic from Thailand was still
more expensive than China, Laos and Myanmar by 4.1: 1.0: 1.7: 1.3 respectively. Additionally,
the cost of product for Thai garlic farmers is increasing continuously. Therefore, the price in
both of selling and cost of production is the main factor that the government has to launch an
effective regulation to help farmers’ problem facing now. Not only Thailand is facing the flooding
supply of garlic from China but also South Korea. Lee and Sumner (2007) reported that 100
percent shares of competition of garlic from China was the large amount importing to South
Korea. As reported by The Faculty of Economics, Chulalongkorn University (2005), FTA forced
Thailand to contact to China more than other Asian country. The import goods from China will
be 95.79 percent. This is an important trend that Thai government has to prepare how to fix the

problem effectively for all sectors.

Exhibit 1 The Price of Dried Garlic Compared into 4 Countries during 2002-2006
Unit: Baht/Kg

Countries / Year | 2002 2003 2004 2005 2006 Avg.

Thailand 25.00 22.00 13.00 34.00 N/A 23.50
China 6.42 5.79 4.77 5.15 6.21 5.67
Laos 11.39 7.48 7.11 6.71 15.60 9.66
Myanmar 8.75 7.00 7.51 5.93 7.27 7.29
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From the study of the Department of Trade Negotiation (2008), it found an interesting
issue that, most of garlic farmers are familiar with their works. Someone said that he had been
growing up with garlic. In sociocultural side, deeply oriented, planting garlic is a tradition career
which was having done from the past until now. This job is inside their daily life. The farmers
are also the expert because they know how to grow them efficiently. As we know that the Thai
garlic quality is better than other countries but now we are facing the problem in pricing and
costing of production. Ratchathorn and Chakreeyarat (2006) have concluded that agricultural
product from Thailand is less competitive to Australia, New Zealand and China after free trade
area launched related with Wongwithit et al (2005), after FTA between Thailand and India in
2003, the trend of export in agricultural product to India was dropped by 10.7%. On the
contrary, Thailand imported agricultural product from India higher 9.3%. It means Thailand has

faced deficit in international trading of agricultural product to India.

There are many suggestions to solve this problem. For instance, it has to improve the
quality of garlic, having an effective method to reduce cost of production, keeping natural
resources and identifying zone and quantity to produce. In side of government, it has to support
in pesticide and fertilizer which are nontoxic to the environment such as promoting how to
produce bio-fertilizer or organic fertilizer. Besides, government has to support the group of
garlic farmer to be strong by merging as a cooperation unit for having higher bargaining power.
Additionally, it has to promote for Thais included household, food shop or restaurant to
consume Thai garlic (Department of Trade Negotiation 2008; Chanduaywit 2006). Moreover,
the government has to make a network among entrepreneurs in sharing limitation or problem
by using data-based system of FTA product list and necessary information. This can effort both
farmers and middlemen to achieve the needed information for applying in their businesses
(Applied Economic Research Center, Kasetsart University 2007). Especially, as Aiemmayura
and Chetsumon (2006), disclosed needed FTA information between people and government is
also a critical problem in Thailand. It means Thais have less opportunity in participating or

sharing any opinion concerned to their responsibilities.
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