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Background Information
• During the recent official visit to Thailand of the President of the European Commission,

José Manuel Barroso, prospects of a European Union (EU)-Thailand partnership
cooperation agreement (PCA) and free trade agreement (FTA) were central topics
during discussions with Yingluck Shinawatra, Prime Minister of Thailand.

• Both leaders held discussions on the strengthening of commercial and investment
relations between Thailand and the EU, including the promotion of tourism. The Thai
Prime Minister invited the EU to take advantage of Thailand’s strategic location to
intensify the EU’s trade and investment relations with the Association of Southeast Asian
Nations (ASEAN).

• At the same time, as the cornerstones to a strengthening of bilateral relations, the
leaders stated their firm commitment to an early conclusion of the Thailand-EU PCA
and the launch of negotiations on an FTA in early 2013.

• Thailand would then become the fourth ASEAN member state negotiating an FTA with
the EU. In 2007, the EU member states agreed to launch negotiations on a region-to-
region FTA with ASEAN, but those were put on hold in 2009 when the European
Commission decided to pursue free trade talks with ASEAN countries in a bilateral
format, whilst preserving the strategic objective of a region-to-region FTA for a later
date.

Source: http://www.tax-news.com/news/EU_Thailand_To_Start_FTA_Negotiations____58137.html



Background Information (Cont’d)
• Europe represents 1/5 of the world trades and is bigger than the United

States and Japan combined in this regard.
• Neighboring nations of Thailand like Malaysia and Vietnam have already

signed trade agreements with the EU, a step ahead which is important for
Thailand to keep up with the game.

• The purpose of the FTA is to reduce tariffs by as much as possible. The least
developed nations like Laos and Vietnam have been given zero tariffs.

• The United States has given the Kingdom GSP treatment in which the
country pays lower taxes for its export products.

• Thailand is also aiming at getting tax reduction from the EU which would
help the auto industry in the country.

• Among the products exported to the EU, auto parts are by far the largest of
all. Some of the agricultural produce have been banned due to traces of
chemicals.

• There are other benefits coming from the FTA with the EU for Thailand as
well and that include government procurement which would be bound by
the agreements with both partners overseeing the process.

• Intellectual property will be made a priority in an attempt to stamp out fake
goods. Industries in the country will be more value added rather than
industrializing.

Source: http://thainews.prd.go.th/en/news.php?id=255406020014
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Research Tasks
(1) Using GTAPAgg to create the new global trade

database.  Specifically this database is composed
of :

• 3 regions (Thailand, EU and Rest of the World)
• 10 groups of commodities
For details of creating this new database, see
“Tutorial on Using GTAP”



Research Tasks
(2) Apply GTAP to estimate the impact of these
policies on the following variables :

• GDP (“qgdp” on GTAP) of both countries
• Inflation (“pgdp” on GTAP) of both countries

(3) Based on GTAP result, rank top-10 sectors that will gain
their export volumes according to Thailand–EU FTA (ranked by
% change in export as shown in qxs[i,Thailand,EU] )
(4) Also based on GTAP result, rank top-10 sectors that will
increase their import volumes caused by Thailand–EU FTA
(ranked by % change in imports as indicated by
qxs[i,EU,Thailand] )
(5) Propose policy recommendations that would lead to the
highest benefit of Thailand if this FTA is officially implemented



Suggestions on 2nd Assignment

(1)Written report : the format typically used by
consulting companies (PowerPoint with texts and
graphs/diagrams)
(2) Submit the hardcopy in the box attached to my
office’s door (October 15th) and also email the
PowerPoint file to nattapong@econ.tu.ac.th
(3) Presentation date : October 16th (time slot : 10-12
minutes)
(4) Sequence of presentation : from draw



Suggestions on 2nd Assignment

(5) Length of report : 10 – 12 pages
(6) Structure of the report
• Part 1 – Background of Thailand–EU FTA
• Part 2 – Current trade statistics (using Trade

Map)
• Part 3 - Analytical methodologies and results

- Results from GTAP simulations
• Part 4 - Policy recommendations

- Other related info/data are welcome



Grading Criteria
Quality of report (60%)
• appropriate methodologies (20%)
• critical reasoning in result analysis and policy

recommendation (20%)
• format of report (comprehensive graphical

communication and concise text explanation) (10%)
• on-time submission (10%)
Quality of presentation (40%)
• convincing verbal explanation (30%)
• comprehensive Q&A (10%)


