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Ayutthaya Province Distillery Plant, ten years contract,

effective lst January 1980 to 31lst December 1989.

Chonburi Province Distillery Plant, four years contract, commen-

cing lst January 1981 to 31lst December 1984.

The Sura Thip Co. won the bids, gaining the royalty to distribute
in 12 provinces i.e. Kamphaengphet, Ayutthaya, Ang Thong, Sing Buri,
Lopburi, Saraburi, Nakorn Ratchasima, Chonburi, Chanthaburi, Rayong,

Trad and Chachoengsa® (Chinat and Uthai Thani's businesses were
transfered to The Surathip Co. in 1984). The Surathip Co. also manufac-
tures/distributes Hong Thong Whisky in 12 provincés besides distilling

native whisky under various brands.

The Hong Thong, with similar color, odor and taste to those
of Mekhong (same distiller) pays a lower spirit tax which enable them
to sell at lower price than Mekhong i.e. market price of Hong Thong is 38
baht per 750 cc bottle while that of mekhong is 52 baht With this
tremendous difference in prices, naturally, consumers turn to Hong Thong
for substitution where they are available. This events spreads rapidly

around the country which results in a great decrease in Mekhong sale and
a sharp rise of Hong Thong.

Later, in 1983, The Excise Department had an idea to dissolve
the 32 distillery plants in town (31 distillery plants were bid in 1975
and Chonburi Province Distillery Plant in 1981) which expired in 1984.
The purpose of dissolvation is to build 12 new plants for bids. Again,
The Sura Thip Co won the bids which enabled it to expand the distribu-
ting area to 69 provinces, contract for 15 years effective 1985-

1999 ;



The competition between Mekhong and Hong Thong whiskies has
been extensively aggressive both in trade strategy and politics.

Each rival sought political supports from the government sectors

concerned.

To end the dispute, it was suggested in early 1984 to amalgamate
the two opponents' and set up a third company to handle marketing nation
wide. In this connection, the sura Thip Co. had recommended the Minister
of Industry that each company will be a 45% shareholder, leaving the rest
10% to the government. It is suggested that this method will be the
best solution to end the price War and the government will benefit a

higher taxation than the existing concession method.

The studies which based on the distributing targets of each
company but the figures must not be less than the quota allocated by the
government (regardless of the actual consumption of all consumers of
the country in 1985-1989), showed that the government will benefit a
higher revenue from the two companies' concession than the suggested

setting up a third company.

The research also displayed that the actual consumption of the
three brands whisky is much lower than the distilling and distribution
of the two companies in the market. The dramatic estimated figures by
the two companies are far too high and unrealistic., As a result, the

government might have to lower the taxes and royalty fees to meet the

-reality.

The analysis showed that in setting up a third company by taking
into account the actual consumption of the whisky rather than the
dramatic estimated figures of the two companies, the governmgnt will
benefit less revenue than the current concession method. This theorically

falls in line with the hypothesis,



2

Though it is the best policy for the government to administer
the whisky distribution under the current concession Zones in order
to obtain the highest revenue to enhance the financial situation of the
government; the government must still pay attention to the growth of
whisky market. And one can see that the setting up of the third company
will lead to monopolize the market and eventually dictates any price

at its will,

Therefore, a free competition plicy within each company's

selling zones is a good sign to start up a free market in the future.
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