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ABSTRACT

The study of free trade agreement between Thai and China on Thai dried longans
export was investigated using Impulse Response Function and Variance Decomposition analysis
as a Vector Autoregression model to test the relationship and the effects between each shocked-
endogenouse variable, namely the demand of dried longans consumption in China, export value
of dried longans made in Thailand, value of dried longans made in China and real income of
Chinese consumers - for the period 1998-2004. The primary result found that all variables were
stationary at the first difference order and significant number of 0.01 without autocorrelation,
after applying the Augmented Dickey-Fuller method.

Moreover, it was found that the value of Thai dried longans had no effect in this free
trade agreement. Thai dried longans value was significantly influenced by Chinese consumer
aggregate demand and it was not influenced by Chinese dried longans value. As a trading

dialogue partner country, it was found that Thailand gained from trade over China on



dried longans. Consequently, the dried longans market structure in China was also studied. It was
found that Chinese enterprises directly bought dried longans from large potential enterprises in
Thailand and directly transferred to its country or through Hong Kong, Taiwan and Vietnam. The
dried longans were then gathered in Guangdong and they were later distributed to other

provinces.



