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ABSTRACT

This study has three main objectives which are: Firstly, to study relationship between
price, income and import demand for apple from China in the short-run and long-run equilibrium.
For that purpose, data from the first quarter of 1998 to the third quarter of 2004 are analyzed with
cointegration and error correlation using two-steps approach method of Engle-Granger.
Thereafter, import demand function is developed applying Error Correction Mechanism model.
Secondly, to study trend and conversion trend of import apple from China after Thai-Chinese
Free Trade Agreement (FTA) has been settled. Data employed for this objective are collected
from monthly import quantity of Chinese apples from 1998 to 2004. Import quantity of apples is
then compared with seasonal adjusted import quantity using time trend regression and piecewise
regression. The third objective is to study impact of importing vegetables and fruits from China
on domestic production, producer and consumer.

Time series data must be tested for unit root by Augmented Dickey-Fuller (ADF) test.
The results show that variable; import quantity (InQm,), relative price [In(Pm/CPL)], and relative
income [In(Yd/CPL)] are stationary at the first difference with the significance at 1 % level.

Also, the results show that import quantity, relative price, and relative income have correlation in



the long-run equilibrium. The Import demand function for Chinese apples can be explained by
relative price and relative income by 81% with the significant at 1% level. However, relative
income has higher elasticity than relative price. It means that domestic income change will have
bigger effect on demand of apple than import price itself. As a result, this implies that income
policy impacts on import quantity more than price policy. In addition, trend and conversion trend
are found to be increased after Thai-Chinese FTA.

Free trade of vegetables and fruits between Thailand and China creates the economic
effect to trade creation. Farmer who grows garlic suffer from Thai-Chinese FTA because import
price of garlic from China is lower than cost of Thai garlic. Consumer gains benefit from FTA
because prices of fruits and vegetables from China are so cheap, especially the highest import
rate of apples from China equal 92.35% after Thai-Chinese FTA. Nevertheless, government must
be watchful in importing those vegetables and fruits regarding public hygiene. The policy will
greatly contribute to the objectives of government project on Healthy Thailand Project within
2017.

Moreover, policy-makers and other private sectors should cooperate closely regarding

preparation for FTA in order to maximize benefit from market economy in the future.



