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The Fifth EU Enlargement

Katepirun Kohsuwan

On 1 May 2004, the European Union (EU) has enlarged from 15
member countries to 25 member countries. The 10 new member
countries are Republic of Cyprus, the Czech Republic, Republic of
Estonia, Republic of Hungary, Republic of Latvia, Republic of Lithuania,
Republic of Malta, Republic of Poland, Siovakia and Republic of
Slovenia.

The Enlargement on 1 May 2004 is the fifth enlargement since
the establishment of the European Union in 1951. The next enlargement
will happen in 2007 when Bulgaria and Romania will join the European
Uniort. Another country that is under negotiation to become a member of
the European Union is Turkey.

This enlargement has increased the popuiation of the European
Union from 370 million to 455 million. its GDP has increased by 5%.
There are free flows of goods, services, capital and labor among these
25 countries. Goods imported by one EU member country can flow to
other EU member countries and go through customs procedure only
once.,

The 10 new member countries have to abolish all domestic trade
laws, rules, regulations and measures and use the European Union
laws, rules, regulations and measures.

By including these 10 new member countries, the European
Union has increased her competitiveness tremendously because the 10
new members have rather diversified economic structures. The new
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members serve as production base in various industries for the
Eurcpean Union.

For example, Hungary is a production base for technology-
intensive products, while Baltic countries (Estonia, Latvia and Lithuania)
are production base for labour-intensive products. Slovenia, Cyprus and
Malta are destinations of Services Industries investment.

The European Union (25) intra-trade in goods accounted for
67% of the EU trade with the world. When excluding intra-EU trade,
major EU trading partners are U.S.A., China, Switzerland, Russia and
Japan, respectively

Major source of EU imports are U.S.A. (15.3%), China (12.3%]),
Russia (7.8%), Japan (7.2%) and Switzerland (6%), respectively. While
major markets for EU products are U.S.A. (24.3%), Switzerland (7.8%),
China (5%), Russia (4.7%) and Japan (4.5%), respectively.

Trade

The EU trade with the world continues to increase amidst the
fear that the enlargement on 1 May 2004 would result in trade diversion
not trade creation.
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The Fifth EU Enlargement

EU Trade with the World, excluding intra-EU trade -

Unit: Million Euro

2003 2004
Export to the World 878,665 962,648
Import from the World 940,504 ‘ 1,027,893
Trade with the World 1,819,169 1,890,541

Source: Eurostat

The European Union is the Fourth largest trading partner for
Thailand after Japan, ASEAN and U.S.A., respectively. The European
Union trade with Thailand accounted for only 1% of EU trade with the
world, while Thailand trade with the European Union accounted for 12%
of Thailand trade with the world. |

in 2004, the European exported to Thailand worth 7,000 million
Eurg while imported from Thailand 12,842 million Euro.

Thailand major trading partners in EU-15 are Germany, UK,
Netherlands, France and ltaly, respectively. Germany, France, UK.,
Italy and Netherlands, respectively, are major suppliers. Major markets
for Thai products are U.K,, Netheriands, Germany, France and Belgium,

respectively.
Thailand Trade with EU-15

Unit: Million US Dollar

Rank | Couniry 2004 2005
1 Germany 4,633 5,204
2 United Kingdom 4,299 4,091
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3 Netherlands 3,247 3,480
France 2,244 3,167
5 ltaly 2,345 2,390

Thailand Imports from EU-15

Unit: Million US Doliar

Rank | Country 2004 2005
1 Germany 2,829 3,203
2 France 1,037 1,865
3 United Kingdom 1,268 1,280
4 Italy | 1,005 1,133
5 Netherlands 650 717

Thailand Exports to EU-15

Unit: Million US Dollar

Rank | Country 2004 2005
1 United Kingdom 3,031 2,811
2 Netherlands 2,597 2,764
3 Germany 1,804 1 2,001
4 France 1,207 1,302
5 Belgium 1,193 1,288

Source: Ministry of Commerce, Thailand
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Bilateral frade between Thailand and EU-10 are rather small.
However, trade statistics has shown an increase trend after the
Enlargement. Among 10 new Member countries, major trading partners
are Czech, Poland, Hungary, Malta and Cyprus. Thailand imports a lot
of products from Poland, Czech, Malta, Hungary and Slovakia while
exports significantly to Czech, Hungary, Poland, Cyprus and Slovenia.

Thailand Trade with EU-10

Unit: Million US Dollar

Rank | Country 2004 2005
1 Czech 200 316
2 Poland 218 264
3 Hungary 207 221
4 Malta 82 48

5 Cyprus 44 43

Thailand Imports from EU-10

Unit: Million US Doliar

Rank | Country 2004 2005
1 Poland 112 122
2 Czech 52 63

3 Malta 70 35

4 Hungary 33 35

5 Slovakia 9 12
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Thailand Exports to EU-10

Unit; Million US Dollar

Rank | Country 2004 2005
1 Czech 148 252
2 Hungary 175 186
3 Poland 106 142
4 Cyprus 43 39

5 Slovenia 38 29

Source: Ministry of Commerce, Thailand

Effect of the Enlargement

After the enlargement, average tariff of 10 new EU member
countries was reduced from 9% to 4%. Average fariff on agricultural
products was reduced from 18.7% to 16.2%. And average tariff on
industrial products was reduced from 4.8% to 3.6%.

However, tariffs for some agricultural products have increased,
for example, rice, canned fish, and tapioca starch. On the other hand,
tariffs on a number of agricultural products have been reduced as a
result of the enlargement. Tariff on frozen shrimp was reduced from
40% in Cyprus and 21% in Poland to 12%. Tariff on frozen squid was
reduced from 27% in Slovenia and 25% in Hungary to 6-7%. Tariff on
canned pineapple was reduced from 32% in Poland and 31.4% in
Hungary to 17.6-25.6%.
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The Fifth EU Enlargement

products and products that previously did not receive any tariff
preferential in the 10 new members and are under GSP program in the
European Union. For example, air conditioning machine, lens, and
tableware.

The competitors for Thai products after the enlargement is not
the 10 new member countries because the European Union has granted
tariff preferential to 95% of their products that export to the European
Union since 1995. The real competitors for Thai products are countries
that receive tariff preferential from the European Union.

The enlargement results in an expansion of the tariff preferential
scheme in 15 EU countries to 25 countries. The beneficiaries of GSP
Program, the Cofonou Agreement and Everything but Arms (EBA)
schemes now receive the same treatment as in EU-15 when they sell
their products to 10 new member countries.

Thai private sector should haste their effort in building network
with partners in the 10 new members in order to maintain and expand
their markets in 10 new member countries through effective marksting
strategies.

Enlargement Compensation

As mentioned above that the enlargement on 1 May 2004
resulted in an increase in tariff of some agriculiural products that are of
importance to Thailand. Hence, Thailand had requested for
compensation from the European Union in affected products.
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According to the World Trade Organization (WTQ) rules,
compensation would be granted to the affected products in the amount
equal to the damages. The WTO rules da not allow for compensation in
other products that are not affected.

As a result of long and complicated negotiations which was
initiated in early 2004, Thailand will be granted compensation in products
that were severely affected, namely, rice (H.S. 100630), canned tuna
(16042070) and canned sardine (16042050). The compensation is in
the form zero tariff quotas. The agreement is expected to enter info
force in May 2006 .

20 April 2006
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