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From Classical Trade Theory to the Priority
Ranking of Bilateral Free Trade Area
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Abstract

This paper reviews international trade theory that can be applied to
predict the possible gains from establishing the bilateral free trade areas.
The comparison of “Old Theory Approach” and “New Theory Approach”
shows its revolution of theoretical studies. The concepts of this theoretical
foundation help guiding the Thai government to rank the priority for
their negotiation as follow: 1) Japan 2) United States 3) Australia 4) China
5) India 6) New Zealand and 7) Peru.
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TunseBueivralduaznal“sandnaouanisdne 5 waziwnousii lEhsmndnsusugiaza
n13d Svevdszmdalne  FunrrdasusuiiaziBuuszloni wmiuniasglunisivun
NINEINTUAZIVUTZHIL MFUNITLT9MANA LAz U T mAse U

IL. NYBHNITAMNUNITIAMIVANITAL J

nuifinanfen1ssaniesenineuszima (Preferential cooperation) lagmluazs
U5 sALfiefiazesunefionauselemiiuszina sdnusazuszinainazlduainnig
FAINNGNNLATYFNITEU TN 131 NTNUUNNOENNTANTEWI U TZIMATRE W0
innesunefiunitinfientaiATugianaznisdadaiunnisdie SlEdu eannan e
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nduiilnajdofianwaudiliusoulufiunisivganisasuainasuszmadisiosnsldaain
wiatladensundn wialdns %’1amflaﬂ,ﬁm%ﬂuﬁﬂunaqmﬁmaw%ﬁw ﬁﬁﬂ&jﬂﬁ:ﬁﬁﬂﬁﬂﬁ
VAN und’mq’mﬁwgﬁ%ﬁﬁn

Tag U annsdneluvsanvemguiiin - wase JUisnagnsuaznisdasusiv
N19193909N1T9ARgANITAL SnanAvesszmalngld Tasnistasanannisdne S
A3z duan 1 sdivinlfiang %ﬂx‘lﬂ’]‘iﬁ’]}l’mﬁqﬁ) wazsiliiAan T deaiuuniv@n
ﬁayﬁ'qﬂ Fanadnsti lfasidunisiin 4 Antsvasuszsaniuyszma 8ndnes Fan1dn
SURUAIIN 1A EYUBINITIITINTIAITIHAIN °’1ﬁmﬁu@m’5mﬁaz $ronaldlvifuuszma
NN Aoy

pg19l3fia  nasldmguiuuuiinlunnseuiefionansznuainns $ren13duas
nadeaiuuntanisdriiuandufifionlunsléfimssiwanisdn 5l wifidefivane
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“mHoununnUszn13” (Homogeneous Goods) otinaziiulidn naslimguiuuuiing
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Tuusazaanfiuanaaiusmdsiuusas “udfiuans1eiu Sennsidawannsde 392 ua
fouszmA N1BnlufiRueenisusina“udfifl “Adnsmainvany” wndediu (Gain from

variety)’

sroruanaufinsduuulmidndeFosmaiaudsiuuuuli sysoitazamLansg
v~ uilEsinagns wunsawanisdne 51590 winuszmadesnisezliuseloud
91nn1alar Snen1sdtuaznisaonue 1wrfianasdae Slunguioviinanaseungu
wnfl awirflasfululs Weilun nnfiegluainumnasiitios o2 ‘swarinliinsunilosduan
szdasiogluszivi o Taonssndiuulounenisdn Sesluuezinldon nsiwinuan~ud
fitasmatnvanedadudntadendefivinlfiianns Frn1sdludnuaizaos Intra-Industry
Trade _aiudne

1

weingalafid n1sfivssma wdnazlduszlemiannnisdaaaunnide SSelivegiu

U
=

AN W13ALUNNTRTEETEY  Henstasandeseviiliunagndil dmnni aedrmile
Grossman and Helpman (1994) lie5uiedn miin~wladingauadu sndnluwannss
v Slumaneuszmalilidfloiionaldnsona“svounisduuszina sdinnantdn  wsitdu
WARaN1INIIEed “aNINNT1 (Median-Voter Theorem) Fufiaysdululiidn n190n
wan1sd Sludnvaztsilifanisdesuunienisdmanndingg $nsd fangud
299 Grossman-Helpman & judrgfinerswazlintinadguia awunnesdudilasu
raL"gannnadat 3nsdsnningitezldnausslent  defunisvinaimanasielusiu
pRnALazszAunInAganfidunutelun13193 AT HUYIN195INTINGINNFTERT
nmBuazszifounisdnfanndudoutn  wenanil  nsliininnangi snauszlowusd
Tunsdisonannffisuyuniaasegiof slswiiu deduiiodunisanduyuiondin

UszinAna9ztas ludnuaisiivg swansznusodilfTuna “stiosfl a

wanani wqwﬁLLUUTmié’\iwmmuﬁ%za%mﬁﬁommsffu%auﬁﬁ]zLﬁmsﬁumnmi
fiusTImATNITANAILUANITAL ‘%mnndmﬁanejuﬁulﬂ Tngnsfiuszimalauszimanila
finTOawanisdine SvUszmaing 9 snawduly Tuunsfidennasluudazionn1vén
HAMNUANATUNN i]cymﬁanfciﬂﬁlﬁgm%ﬁnd'}L‘Tluﬁcymmaﬂ Spaghetti Bowl %39

° anquiisondilifinisesunelfluauideves Krugman (1979) Tnguwddeiild $r1mnud Demand

for Variety 4u
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Spaghetti Regionalism #9 w1snanAwdusiountendiliannisnenewmlisnsnis
KAZAHANANAN | FANAEeAGITUIFNNT qﬂtﬂﬂﬁﬁ)ztﬂuiﬁ (Freund, 2000)

Vinel K2 mqwﬁm‘iﬁ'\LLUUTmiﬁlﬁa%mﬂﬁa “unigafige” 1w dy e “No BT unad
fife> (Location Theory) ﬁlﬁizq'ﬁﬂ MIuaRAITAazavey o fifesnedneun 3Ineg
Tuszévsi o (Lidhazdudran singhvvderiun 's=uinlu ‘gnd)  nauijundeiing
fond1a08unednuszimaszliusslemisnnnisilawanisdn Sivuszmalungniis
funuAtan 9 udseiugnifisuiudnuszmaiazldFunavszlenidosninduszmeaiu
fsumuenu ‘o onin Belaoaamaud]  dunudtan ‘sezgnasifieundsiinevesuszine
oglupfinaediundeagornnusnnilndidestu densymnguivyszmmmaniiazs
wliinfiezinliinns $19n13dn_ond1 (Krugman, 1993) swdderdeuszandlunis
AnTzinansznuvoansiawanisd $ildddeia “arsvinsvesszezne’ szudne o4
Uszmaduiuusndndnauusnile  laen1siimszilalduuudiaosuseliingrs (Gravity

Model) tivaldflun1sdnwiensdifinanannil

wona il Uszmadnsudusoou 2eminasidu wBnngulnesoviedoUszibiu
maaé’nwmzﬂjaamm"’Nﬁu'SLLUU@ua”aﬁU%ﬁa (Hub and Spoke) #a niffosn1siiu
Hub w&28e9n15l%uA #ndnidu Spokes wsrzuslomivesnisidu Hub #s nn5il
Uszimaldidugudnats  silinisasnunionisdilnaniasiiefiazlinszens“uilud
Spokes lifmwdfannasnizfin SivialSifungasing o

mﬂmwumquwﬁLﬁ'mﬁumﬁaunajumaLﬁwgﬁ%wudﬂ Uszihu AUIzng
nivwaunisvinAnanaviiaziinuszlominimdenuszmaiiivuiauandreiulunisiasan
WIAHANAINITAL 5 WATWEI9NNMUITZAUVBIAINANAdED UL T WNINAANINT
(Custom Union) Riezman (1999) &nw¥1n13vnA2auaAnadn13Aminiad1azidunas
o wuliifanisieaaaenaslusedvnynidniold  waznelfiouly dnyla
wudnsiuualilEin1siAEaNaINITEL IninAfinainlfiinn1sAniun1an1TAN

[YSRPN

90U uaz ¥ Anns “sanveslananas nsAnyGeUszingu asdnansznusie ¥ Ainns
“aanvadlaniunigavusenaazivuining eg1elsinan nsdnundalsn aeldifiug
nsviAsAnasnsEmINAazsiily ‘nsldinmsnsiiaiumnaniséni siiu Sediugy 53a
son1anmuan1sd 3Tuaend1e (Multilateral Agreement) WHann1s@nIU89 Mcgee

o

(2003) 1&f U1 waldfarnarmanasnisd STusgii

o (UTZINARTONENUIZINARLTIHIUIALANANAY  N1THIAHANEININIADL
U yunIWmuIn1 et s luenTelin deenvazfinansznulumeauly
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o fusmmAEangNUTAGIRvIalndiAssu  nsiaEanamiInIA

PYAVINNIIWHUINTITANITAL 5

widn1sAne ludauszandazaidinlu

nadifiazyinli 4 Anns “wanwadlananasineniinIdin13iINN1IVIAIINANAY

NINIA

o NIFIIAMNANAINIIAL SNINA wazliwmusziuaNanandu NNWAANING

azidunsinnsiatun1anisdn laladnisaansfiaiumienisdin

o T An1y vanfiuualifnaziiin siufisnasiiaauanasnasdsialdiiangs

wsughafiiamduuszansulnewmilowiu

o NITIAAILUANITANL %%ﬁmﬂmﬁﬁunfcjuﬂ‘i:L%ﬂﬂﬁmiﬁ’lmﬂuqm TMNTIH

WWeiu 9 (Intra-Industry Trade) 1O

A3l 1 Ueudneealfainnisdansuaiasegion1sdn

Welfare arguments

Relevant variable

Predicted effect on

PTA formation

Natural trading partner hypothesis-PTA more

likely if countries already have significant

bilateral trade

PTA more likely between countries of

similar size

PTA more likely between a developed and

a developing country

PTA more likely if both countries on same

side of world median capital-labor ratio

PTA more likely between countries with

similar per-capita income levels

PTA more likely between countries with

significant intra-industry trade

PTA more likely between countries with

balance trade

PTA more likely if both countries are

democracies

Bilateral trade

Log difference GDP

Log difference GDPPC

Same K/L

Log difference GDPPC

Intra-industry trade

Trade surplus

Both democracies

+

Source: Magee (2003).
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I11. m'ﬁ)’méﬂﬁuﬁtﬁmmﬂﬂmwmmiﬁ'n snan1Avadlng

nefinteniirsznitsUszmadediu. awasmhenldiessiionagnsnisesa
swfonaidendrdudiazauazidiefioziasalddluszdunis Tu milasinnswseuiion
seninaUsznaine ¢ flngliinnisanasmiosglusevitanisasaanisdne Fieseéu
winduazszduninid  lagnistesemedungniddnfiandudenlunisfiansun

HAINNIIMEIUNINIANIN  Fetiuainnsatassiannguiuaznisdnyudelsedndd 16

>
o Yo o v =

adunedeiiuluudani §Adelfifvsusmdoya “Wouiiv” “miuldlunsdadusugiasan

Y

ae
he

o MIMUILYINT (Number of Populations): Taen151959 VU IMATRT 1Y
Yszansnan u avivusclomifivszmalnesinazl§Euanusninmiugioenisie
AHANNVDI UAM VoanVIUIZINA

e GDP 6ia¥%2 (GDP per Capital): tfiol AufvTZAUUDINITHMUNIIDIUTENA
Taganndtldnaanudmiemgud Yszwmalnednazlduszloniainnisiasan
AulsswmafifisziunIavmuininndt  Fonavselemiivszmaazlddulianig
N19INN1T FNTENALRBveE1REY  wANYTIRTINTUUTTIWATIRTEAUNNT
Wanwmilondnasiliszmalnelifuszloniannaslésuiiuamunivnse
Nt samludeusyleniannnisdreneaniamalulad

o “WUSZ NS % NWUSIASUAUYDY RCA (RCA Rank Correlation): \Duiasiiiilds
Fasouifisulase $19n1381909 wA1 veanifisuiulate $vevussinalng
Tnoden w5z ns v wiusdnduiuues RCA fidn v (dinlnd D wazifuuan
L avinuszmAdLTuiuszmalnefilase $1ensduaclase $r9n1snan
Tu udnfindreadeiu Sen1sin~ulesamngunisiriuuszmmiuezla 51
N3N liwivszmalnennteazdse i liiiansideaiuun1anisdnsneae
Tuvnefidasuil “NUTe"ns v wuWusdnsusuay RCA fiddifinaunin o
(Winlnd -1 9zu avfivlase $ren1sAnvevdtesanfiuansteanuszmalnesin
F99z "wnalivszmalngliusclenianinnisiasainisdawnnisde Sfulsema

HUNINNTY

e “m "uUNUADUTINU (Capital-Labor Ratio): nquwfjn13duuuiin (H-O-S
Theorem) lEa5urgudinuszmaiisi “n 'aunu&iau‘mmuﬁLLmnﬁhamﬂU‘izLMﬂ
Tnenniu Uszmalneazldsu ¥ Annsfdisdiu (Welfare Gains) 99001519591
n13f1Tendefunnndn lagussmalnefaduussimalunninues Low-
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PRy

Medium Income uwazfi“m unusousdeiuaderiazlgsuuszlouiaannig

q

1939NTANTUUIZIANR "R e euEDLTI9U_ N

o 32892N19NUIZINAING (Distance from Thailand): wqwﬁm‘ié‘?\iﬁug'm
(Location Theory) Wazwany ¢ uideiilduuudiane Gravity Model Tuns
Anulidnevinuszmalneinazliuszlovdannisdiseninaussimaiifiszey
nvldvineannuszmalnenin  ilevannszeznielagiinlunenainay viieu
fonwindgaluginiavesuszimalneivuszimamaniuudy  Fenuiiszeznng
gv evioulivAunuA1vn ‘v (Transportation Cost) Foduiadenileves
nslfSeuneisumuiiouivUszmaguasdu o 9115193915 00R
n13AL 5%

o “A unsAnfisuiunisennauedlng (Bilateral Trade Ratio): lAga1n
i Wonnacott and Lutz (1989) uaz Krugman (1995) Anwl3udidanig
Dawan13dne Fazlsuuscloniannnis $un1sdadauszimang oefl “a u
nM3fsEnineiuil g fetiuszmalneazlivsslomianniuanisdne Siinduile
finsaniuyszmaiidl “a unsfniulne segudy  Wisuiivunadssinaiidy
165 0 wnsdnduyszmalnenin a1zl lEFuuszlomiannnis $19n196n
NNt 3amdveaszinliianisidsaiunntsdunuls

MNNFIAAUTIVT T ORAVEIRILUTAINA1dFU "mTUT 2002 wTusiuys

=

ftiun19n World Bank waz w500 2001 “wmsuswii RCA Rank Correlation #n13
FLATITWNITIATUFUAIN IFVDINITL9591HAITNILT AT IR RN WA TUTE FUVD Y

o P=]

mmﬂLﬁﬂﬁutﬁaﬂmnansﬁmﬁLm’lzﬁﬂimzé'fuwy,mﬂﬁﬁuﬁmw{i’u%umnﬂdﬂLﬁﬂmwﬁﬁﬁ

o P~

foyaiiu nuag uanmnﬁﬁagamaamamzmﬂunq’u ASEAN uaz BIMST-EC Dudioya
figslilafinsfiuvdeoundannin fonuszmewsin a1d vl vl duaiulunis
Wiguifiguafiualnn A UeIn1TLa3913als 84ﬂ’)‘i‘ﬁﬂ%ﬁ’m’]‘iLﬁ]‘i‘ﬂ’]‘l]ﬁ)\‘]‘iﬁ[;]/‘ljwl{jﬂ’]ﬁ
TuwSsuiisuninid  wiegnalsis  Fefivaretladeiisndugesfiansanndrazsiosiinng
ul%sruLﬁsm‘izvn'ﬂ\1m‘iL%’if\ﬁ[mzﬁuwnmﬁﬁmzﬁuwnmﬁﬁaEJLsu'uﬁu LU ANUANAIIUDY
‘izé’waﬁmiﬁ’mmmaaﬂizLwﬁTun&ju ‘izﬁumm‘ifmﬁamaamzLwﬂTunq'u way nIuUN1I0l

Y9IN19193591 1Jusu

© uiagnelafid sraznieTzninussinannaazla e AT TZAVVBIAUN LAY T UANTERINUIEINA

Tngfvyszinamuadunniin wIrzuananildelinegivuszinnueanisvu v (Mode of
Transportation) WazAMNAVBINITUU ¥ (Frequency of Transportation) tu "Anydnéae
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s[utwiazﬂiawaam:Lwﬁwnmﬁﬁﬁmsmﬂﬁu AuEISUFUBRIAIN “tuTivTzmAlneg
iazlEsunaustloviiannnisesansdnfussmain Tnedusuil (1D wnelsissma
Ineniazlauszlomionnisesaiuszmaisnnit  linefdusvi (7) o asiuszmea
Ingazlsvszloviannnisiesafvszmadutionit alusglundazidsn dudu Tunis
Anszilasnmsn §Adelimnasmvesiusuain dy Taods swfigiinluudaziiade
finn Wsenalduazna suiussmalng “wind Tagnasinuegdsuvey 6 FauUsA L
w alSlumsedeiiue avinuszmadldnasmvevduiutiosdt minzidudsslowii
Uszmalnglunisdu “tyowanisde Sninnannn Taslunenduiu duasinusedsiuvay
s 6 Padefidmn gonu avinuszmAlneazlFsustlowiannnsdawanisd Sninaa
fioandn"  Feuainn1ITIvTanAzuuunUd Tz mAlneinez U leniannisidae
N13A SMANATUUIZIMARN o Soenna iy fatl

Susudi 1: cﬁﬁu

Susufl 2: nigowIm

Susiufl 3: 90 1ATIEY

Susuf 4: Fu

Susufl 5: sy

Susiuil 6: fivGuaus

Susuil 7: 13

{Adosansuinisiaduiiunisesanludnuasildouditefiazneuiinludosnnusasdadoinesfina
naznusionalfvasnsiadusuniadibivindu edalsfinn Tunsnuduilldde sufgiiniade
AanaIHKanIENUNLYNTY
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o
o Ao

A1 97 2 T e sinalfvesUsamalnglunsdaduiugiasanisd 5

ngNUsEmA  §0u GDP savia’ RCA  5v8en199n  Capital- “A s
Uszans® Rank  vUszwdlng®  Labor  yaAIn13/
Correlation” Ratio* apdlne
me  dwed wley wig Al Tud wisony vl Wosidua
nInA
Ine 61.61 3000.40 - - 1004.52 -
a’jﬂu 127.15 (4) 4502948 (1)  0.05 (3) 2884 (3) 23945.35 (1) 18.60 (1)
29 LATLAY 19.66 (6) 24454.59 (3) -0.15 (1) 3327 (4) 1316895 (2) 2.36 (4)
duLhY 1048.64 (2) 493.27 (7) 0.37 (6) 1812 (1) 298.53 (7) 0.65 (5)
w%fgam%m 288.37 (3) 31891.08 (2) -0.09 (2) 15165 (6) 12469.58 (3) 14.77 (2)
LU‘E 26.75 (5)  2379.55 (5) 0.21 (5) 18842 (7) 1106.11 (5) 0.04 (7)
finfuaua 394 (7) 18947.33 (4) 0.06 (4 4753 (5)  8411.46 (4)  0.30 (6)
Fu 1280.40 (1) 944.12 (6) 043 (7) 2048 (2) 64532 (6)  6.35(3)
WA
ASIAN -5 400.54 1459.17 0.28 1114 - 16.27
dulailiie 211.72 1059.84 0.36 1444 339.73 243
NLaLie 24.31 4806.44 0.25 747 3069.20 4.85
AaUTu " 79.94 1208.98 0.48 1367 612.51 1.76
LIIAUN 80.42 412.84 - 610 258.56 0.90
“oAlUs 4.16 27254.19 0.04 897 12547.48 6.33
BIMST-EC-2 154.65 457.85 0.38 1218 - 0.23
UuAaImnA 135.68 396.20 0.25 955 186.04 0.14
AN 18.97 898.82 0.50 1480 488.84 0.09

finr * World Development Indicator (World Bank),
> funilaeide deyasin PC-TAS 2002: United Nations,
< Usdnnstulng $1in G,
¢ dunilaeide deyasin World Bank,
¢ NTNLATIINTITAT NTZNTINHUE

wenanil Lﬁ@L‘U%EJ‘ULﬁEJ‘U‘SZVI’jﬂﬂﬂ’]‘iLﬁ)’i"ﬂ’]IU‘ixﬁUW‘lﬁﬂ’]ﬁ (ASEAN iU BIMST-EC)
wuhussmdalneezliSunaUszloian ASEAN wnndn BIMST-EC Tunn o ndl us
ag19l3fiA N1919597 BIMST-EC Faifuievualuszsuidouduvini iefiouiunisszsiu
VY9IN1TLITHIUNIVDY ASEAN
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Fatiun139AsziFenan il amnsnianlETasusunazainn "Ayfivszinalneg
FudufiaziiosiRaraniunisiesaiuudazussma wisg1alsfia sauwusfivin wladu o agne
Intra-Industry Trade (IIT) Index n19tHaILANITUNATDIUSIUTSU F2AUAIIN “HWUS
szninUszialnefiuUszmagAn Ananimuazan wasalunisuadiu Fandaundviisa
POIUTELN AT q ArfiacldFuninn wlaisfniorinndiasisideusunsenay lag
foudidnfuUane 6 fawuseze avinvszmalnesiaazlizuusslenionnnisiesan
M3fL FvUsTmmiuiies (Fognau Wy widundeiinuesuszinatiug awziiay
‘o Snliszmendn Hub Tunns ‘v udndeludouszimadn o Tugfinalé dedoiie
asdululgfiazidu Hub fendnio1aazfinan duninnintladedu FoOuNITIATIEN
fannm “wiuSUesUsTIMAGLITAUUTEIMADY o TugRnaiiuszmeadiu o Aeegdeniiaiim
"y unsitezimuaiuszmaiueziann wsalunsdu Hub vespfinnalsniels

IV. un ‘§‘IJ

sreuatiuiiinefionin venisdavinwanisd lusssuninag INHH
wouonavszlovilaonisitarziludesemguiinaasegan asineades Tagsioeu
Iasruunngunquiifiiondlondu oendu Ao 1 wwaangufuvuna (Old Theory
Approach) waz 2) wmquwﬁuuu?mi (New Theory Approach) eAnuuariaTIzei
feiTmuinisvaenguifonaiiiiedadidunisiasandadawanisdin sluszduning
wodlnefuUszmagazen  ann1sinenuinuszmalneiiazlfvssloniannisdan
N13A SMANATUUIZMAR o Beannadusell 1) zﬁiju 2) wigaEN 3) 99 ATLAY
4) u 5 Bwiie 6) Mifuaud uay 7) w3 sl MsAnwlElEIuUTINE AT
WANTA 1Y SunUTzans el Awiieganienisdn Tunsdnddunan dny
Tuwdazdayarsind s nsdedusiunisesanisdawanisdn Sluszdunindfiaa
"WysionsiuuagneAn AsnNseTaesszmA Taeingesandiilsienalduonisdnng
waN13E 510U . N1T19T9IATTiasfasinnsivuassiuieundeiidaaniafiay
0 ‘i‘mﬂmn‘maxw%’wmn‘ﬂmﬁmU‘sz“m%mwﬁ A
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