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Abstract

The study of the comparative advantage of the ceramic industry in Thailand had
four objectives. Firstly, to study the structure of ceramic industry in Thailand and
Lampa.ng province in term of the production, the marketing, the international trade and
the production costs. Secondly, to study the policies and measurement of Thai
government that supported the industry in order to analyze and solve the problems.
Thirdly, to study the comparative advantage of the ceramic industry by using Domestic
Resource Cost Index { DRC ) and Effective Rate of Protection ( ERP ) in three categories
of the ceramic products namely, bowl, souvenir énd railing ceramic products. The
prim'ary data were obtained by surveying the ceramic factories in Lampang province in
A.D. 1997. Finally, to study the competition of Thai ceramic industry in major market and
the effects of Asian Free Trade Area { AFTA ) on Thai ceramic industry.

The study found that bowl ceramic products of small factory had low quality and
most of them were produced for the domestic consumption whﬂe those from medium and
farge factories had higher quality and were produced for export in the world market.
Souvenir ceramic products were labor intensive production process which most factories
were small and prcduced for domestic market. However, some small factories could

produce for export. Production of railing ceramic were depended on constructing



éonditions. There were excess supply of these kind of product when the economy
condition slowed down. Therefore this kind of product faced with high degree of
competition in term of both prices and guantities.

The government had highly supported and protected the ceramic industry. For
example, coliecting 80 percents of tax rate on imported ceramic products, supporting
domestic investment and promoting the ceramic products which received GSP from
developed couptries. Those policies made the ceramic industry changes from import-
substitute indu.stry to export industry. Afterwards, government reduced the import tax
rate down to 30 percents in order 1o make this industry performance more efficient so
that it could compete with the world market.

The research result in Lampang province, showed that the industry had many
serious problems such as unresponsibility of labors, low quality of inputs, expensive

" imported inputs and complicated export procedures. The solutions for above mentioned
problems were lahor training, supporting the production of import-substitute material
inputs and improving export procedures. .

The research results show that all products in every size of factories had the ratio
of DRC/SER less than one . It meant that the industry had comparative advantage.
The result of ERP also showed that all products in every size of factories had negative
value of ERP in both Ballasa and Corden concepts. It meant that even the industry do not
get any protection from the government, this industry could export the ceramic products
to compete with the world market, Therefore, this results also confirmed that the ceramic
industry had comparative advantages. The study found that bowl ceramic products had
the most comparative advantages folliowed by railing and souvenir ceramic products,
respectively.

The study of competition of Thai ceramic industry in major markets showed that
Thai bowl ceramic products had higher market share in US market than rival Asian
countries but lower than China and Taiwan. In EU and Japanese markets, Thai bowl
ceramic products could not compete with EU products. Thai souvenir ceramic products

had nigher market share in US and Japanese markets more than the rival Asia countries
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except for china.l Nevertheless, Thai ceramic products exported to EU must be improved
their quality. Railing ceramic products had low value in the total market. However, if this
kind of product can expand to neighbor countries, especially Asian market, Thailand will
earn more revenue from those markets.

The study of the effects of AFTA found that although the value of exported
ceramic to Asian countries was the least as compared to the total export value, the resuit
of tax reduction would allow Thailand to expand its market share in Asian countries.
However as compared to Indonesia and Malaysia, Thailand still had advantages in term
of labor skill, input materials and technology but disadvantages in term of energy.
Therefore, the desired trade pattern should be concentrate on materials and energy
exchange among this three countries in order to increase competitive ability of Thailand.

- The policy implications obtained from this study suggested that the domestic
enfrepreneurs should improve their technology to produce high quality of ceramic
products due to the low quality of ceramic products could not compete with cheap
products from China. The small industries should combine to medium and large
industries in order to increase production capacity, in order to have economies of scale
and io receive special privilege from B.O.l. or try to cooperate in term of ceramic
association for decreasing production and marketing costs. Moreover, government
should support private sector to find out new markets for substitution the lost market

share in the existing markets.



