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Chutima Singhanat 2008: Impact of Thailand-Australia Free Trade Area to the International Trade
of Dairy Product Industry of Thailand. Master of Economics, Major Field: Economics, Department

of Economics. Thesis Advisor: Mr. Saksit Budsayaplakorn, Ph.D. 159 pages.

The objectives of this research are to study the market structure and to study the position of dairy
product industry competition in Thailand and to study the impact of Thailand-Australia Free Trade Area to the
International Trade of dairy product industry after the free trade agreement applied. The methodology consists
of descriptive analysis according to the diamond model. The Simultaneous Equation System (SES) based on

Two-Stage Least Square (2SLS) is applied using monthly data from January 2003 to December 2006.

The result of this study indicates that domestic production factor of the dairy product industry in
Thailand such as raw milk is shortage for processing demand and the Thai government controls the standard
price of raw milk. As a result, traders must be imported skimmed milk powder from oversea instead. The
domestic demand for milk and dairy product is increasing. The supporting and related industries in Thailand
such as dairy cow industry and packaging industry are strong and supported from the Thai government. The
domestic market structure is characterized by monopolistic competition causing large traders to seek business
alliance with the top oversea companies. The Thai government has an important role in determining the policy
measures. Such policy is the import quota of skimmed milk powder in both the commitments with the World
Trade Organization (WTO) and the Thailand-Australia Free Trade Area (TAFTA).Therefore , the domestic
industry must be prepared for the free trade market in the near future. The oil price, the exchange rate and the
drought are chances that can affect the cost of raw milk and finish dairy product. The result from the
quantitative analysis show that the estimated model using the non-stationary data can significantly explain the
quantity of raw milk and the average price of skimmed milk powder from Australia. Moreover, the estimated
model using stationary data can not explain both of the variables. Finally, the Thailand-Australia Free Trade
Area does not have significant impact to the quantity of raw milk and the average price of skimmed milk

powder from Australia.
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