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# # 3971273329 : MAIOR ECONOMICS

KEYWORD : ECONOMIC WELFARE / COST OF PROTECTION / AUTOMOBILE INDUSTRY / THAILAND
PAICHAYON METHANEEDOLAPOOM : ECONOMIC WELFARE COST OF PROTECTION FOR
AUTOMOBILE INDUSTRY IN THAILAND, THESIS ADVISOR : ASSOC, PROF. ISRA SARNTISART,
PhD. 119 pp. ISBN 974-333-779-2.

This study is aimed at assessing the impact of automobile industry protection in Thailand on the economic welfare cost
with respect to consumer and producer surplus, government revenue from imported car tariffs and cost of protection. The study
focuses on the period from 1995 to 1998, The car market is divided into two kinds : imported and domestic. In addition , cars arc
classified ino two types based on their capacity : small cars (with less than 2400 cc. capacity) and large cars {with more than
2400 cc. capacity). Since data on domestic car costs is not revealed by manufacturers, the elasticity of domestic car supply with
respect to the price is assumed to be porfectly inelastic and perfoctly elastic.

Demand equations of imported and domestic cars are employed in this study. In both equations, the independent
variables consist of imported car prices, domestic car prices, grods domestic product (GDP) and consumer price index (CPI),
while the dummy variable is the financial institution crisis. The Jeast square method is used in estimations, Its result is considored
it terms of the effict of imported tariff reduction (10%, 50% and 100%) on imported car demand, on domestic car de as
well as on prices of both types of cars. The influence of tariff reduction o economic welfare is also analyzed.

According 10 the findings, if there had been a 100% tariff reduction from 1995 w0 1998, for small imported cars, the
consumer surplus would have increased about 31,236 million baht owing o the money transferred from the govemment revenue.
In addition, consumer surplus would have risen around 1,496 million baht, caused by the recovery of the dead weight loss. As for
small domestic cam, there would be the money transferred from the producer surplus to the consumer surplus not more than
20,654 million baht. For large importod cars the consumer surptus would have been up about 10,022 million baht by means of
money transferring from the government revenue. Additionally, the consumer surplus would have added up around 188 million
baht as result of the recovery of the dead weight loss. Regarding large domestic cars, there would be the money transferred from
the producer surplus to the consumer surplus not more than 1,033 million baht.

The findings show the impact of sutomobile industry protection on the economic welfare occurred in the past. At
present, there is still protection for the automebile industry using the measure of imported.car tariff, Thus, the findings of this
study can be used a3 a benchmark for the analysis of the impact both at present and the future in ordor that it could be used most
effectively as a guideline for automobile industry policy planning.
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