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1. Problem Statement
The notion of ASEAN Economic Community (AEC) has been started for a long time since 2003 in Bali Concord II. According to this document, the leaders agree to have economic regional integration or AEC by 2020. Within development toward AEC, tariffs are reduced to facilitate free flow of goods, as well as more foreign ownership is allowed in some service sectors across ASEAN countries. 
Obviously, many sectors in Thailand would be affected by changes introduced by AEC. Because electronics sector is one of the important sectors in Thailand, and it could be considered as a labor-intensive industry, the ‘real’ impact of AEC on such sector is worth to evaluate. 
2. Research Objective

· Evaluate impact of tariff reduction on Thai electronics export and import volume
· Explore future impacts  of CLMV tariff reduction to Thai electronics sector
· Evaluate impact of AEC measures on Thai electronics industry

3. Importance of the study
This paper would create a better understanding about actual impact of AEC on Thai electronics sector, which would help policy makers to implement proper policies to accommodate Thai electronics industry in the light of AEC. 
4. Literature Review
The impact of Thailand’s FTA on Thai workers by Somchai Suksiriserekul

This paper assesses impacts of Thai workers due to Thailand’s FTA with Australia, New Zealand, China and India. In this paper, export and import elasticity w.r.t. tariff is calculated through econometrics model. Moreover, elasticity of employment w.r.t. tariff is calculated and compare with period prior FTA practice.  
5. Research Design and Methodology
The research paper aims to answer the question, ‘Does Thai electronics sector really benefit from AEC?’ In this paper, impact evaluation of (1) export and import volume due to tariff reduction and (2) supply chain would be evaluated. 
Impact evaluation would be divided into three periods as following:

	Year
	AEC timeline
	Detail

	1992 - 2002
	Prior AEC
	The Agreement of the Common Effective Preferential Tariff Scheme for the ASEAN Free Trade Area : CEPT starts in 1992

	2003 - 2009
	Beginning of AEC
	The notion of ASEAN Economic Community (AEC) starts in 2003
In this period, 6 ASEAN countries, including Thailand, Singapore, Malaysia, Indonesia, the Philippines and Brunei are required to maintain tariff rate of each items in Inclusive List (IL) between 0% - 5%. Note that 0% tariff rate needs to be applied to at least 60% of IL.

	2010 onward
	AEC Blueprint
	In 2010 onward, 6 ASEAN countries would apply 0% tariff. Vietnam, Laos as well as Myanmar would apply 0% tariff to 80% of IL, and Cambodia would apply 0% tariff to 60% of IL.
Furthermore, ASEAN Trade Agreement in Goods (ATIGA) would be used in AEC Blueprint 2015, which also accommodates reduction in non-tariff barrier (NTBs) as well. 


In term of export and import volume evaluation, quantitative approach would be applied to two first period, which are 1992 -2002 and 2003 - 2009. Elasticity of export and import w.r.t. tariff would be conducted and compared to indicate change in export and import of final goods of electronics products prior and after practice of becoming AEC. There are three main steps in this quantitative approach as following:

1. Gather data of Thai electronics export and import volume from 1992 – 2009
2. Set econometric model for export and import volume of Thai electronics sector of period 1992 – 2002 and 2003 – 2010. Note that these models are developed from research paper, ‘The impact of Thailand’s FTA on Thai workers’ by Somchai Suksiriserekul

Export volume of electronics sector = f (Import Tax of 5 countries in AEC, 

                                                                 Labor    Productivity, Utilization Capacity, 

                                                                 Exchange Rate, Thailand’s inflation rate, 

                                                                 Foreign GDP of 5 countries in AEC)

Import volume of electronics sector = f (Import Tax of Thailand, 

                                                                 Labor    Productivity, Utilization Capacity, 

                                                                 Exchange Rate, Thailand’s inflation rate) 
3. Calculate and compare elasticity of export and import volume w.r.t. tariff of period 1992 – 2002 and 2003 – 2010

Elasticity of electronics export w.r.t. tariff = %∆E / %∆tariff

Elasticity of electronics import w.r.t. tariff = %∆E / %∆tariff

Note that the more absolute value of elasticity of electronics export w.r.t. tariff, the better for Thai electronics industry as our country could generate more income. On the other hands, the less absolute value of elasticity of electronics import w.r.t. tariff, the better for Thai electronics industry as less product substitutes available in the market. 
In addition to quantitative approach, qualitative approach would be used to evaluate impact of AEC on export and import volume in 2010 onward. Accession of Cambodia, Laos, Myanmar and Vietnam (CLMV) to participate in tariff reduction would be taken into account. By doing so, comparative advantage of in term of cost of production and quality of electronics sector in these four countries would be evaluated. If their comparative advantage happens to be superior compared to Thailand, then CLMV would become big threat to Thai electronics sector. 
Besides, impact assessment of AEC on supply chains of Thai electronics goods would be evaluated. Change in term of logistic industry according to AEC practice would mainly take into account. To illustrate, structure of Thai supply chain in electronics industry would be observe to see degree of connectivity among ASEAN countries. Moreover, increase in foreign share in logistic services would be observed and evaluated its impact of supply chains improvement of Thai electronics sector.   

