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ABSTRACT

The study of the comparative advantage of the Affordable Family Car
industry in Thailand had four main objectives. Firstly, to study the industrial
structure of Thailand’'s car industry in terms of development, produciion, sales,
and international trade. Secondly, to study the policies and measurement of Thai
government that supported the car industry, and to analyze problems which
obstruct the development of Thailand’'s Car industry. Thirdly, to study the
comparative advantage of the Affordable Family Car industry by using Domestic
Resource Cost (DRC) as a study fool. Finally, to study the production potential of
the automobile parts industry in Thailand.

The outcome from the study of Thailand's Car industry structure, it was
found that at the early period, the car industry in Thailand provided an alternative
strategic means of importing car industry products. This industry had been quite
well watched over by the government in order to support domestic growth of car
industry, and had been gradually developed until most of its production was
exported. Many transnational companies moved their investment bases to Thailand
in order to produce and export cars into the world market. However, since 1997

the numbers in domestic car manufacturing and selling vaiue have been gradually
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decreased. This occurred as a result of the economic crisis which dramatically
effected the domestic demand of car in Thailand. However, Thai export was still
increased due to the devaluation of Bath and the market seeking to substitute the
toss in domestic demand.

The outcome from the study of policies and measurement of Thai
government involved the car industry found that the government was effective in
protecting and supporting the car industry. For instance, the government imposed
a very high rate of tax on imported cars, as well as enabling a measurement of
enforcing cars to use the automobile parts which were made in Thailand in order
to ensure long term protection for the growth of the Thai automobile industry.
Moreover, the government also try to promote the number of exportoriented car
industry by giving some privileges in term of tax exceptions and other benefits
which helped car manufacturers to compete with the world market.

An analysis to identify problems which obstructed the development of car
industry in Thailand revealed some major problems as follow. Manufacturing cost
is usually high due to a great number of imported automobile parts and
equipment needed, manufacturing and planning problems, lack of human
resources suitable for the development of car manufacturing technology, the
problem of import tax structure for automobile parts and raw material which is still
imposed at a high rate, the problem of manufacturing technology problems, and
the delay of car exportation due to export regulations and red tape procedures.

The study of the comparative advantage of the Affordable Family Car
industry, by using both secondary and primary data gathered from research
results and interviews with manufacturers in 1997, revealed that this industry's
DRC was 26.29 Baht/U.S.Dollar while shadow exchange rate (SER) in the same
year was 32.53141 Baht/U.S.Dollar. Therefore, the ratio of DRC/SER was 0.81
which indicated that Thailand's Affordable Family Car industry had comparative
advantage in an assembly due to about 70% of automobile parts were made in

Thailand together with the using of high technology in production process which
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decreased manufacturing cost. 't was found that changing price of automobiles
parts effected the ratio of DRC/SER. However, there was no comparative
advantage in automobile industry if price of domestic parts were increased more
than 10%, the price of imported parts higher than 10.6%, and the price of all the
parts higher than 5%.

The study of the production potential of the automobile parts industry
‘.found that the industry which had the highest productive potential is labour
intensive industry that apply not too high technology processing and gradually
changing in manufacturing technology. However, this industry could be developed
into the higher level if there was the support from government. However, the
technological level of automobile parts manufacturing process is more advanced
as compared to the other ASEAN countries especially, Maiaysia and Indonesia.
Therefore, in long term Thailand is likely to be the leadership of automobile parts
manufacturer among the ASEAN countries.

The policy implications derived from this study are as follow : the government
should promote “full cycle” manufacturing as well as development and improvement
of new technology in order to reduce cost of manufécturing, including proceed with
the promotion of Thai automobile part manufacture towards international standard
for export market. Moreover, the government should encourage automobile
manufacturers to improve the quality of labour for enhancing their efficiency. Moreover,
the government should encourage an improvement of raw material, machine and
equipment, and lower tariff or import tax in order to reduce the manufacturing cost.
The government should also put the conditions for the promoted industries to spread
their knowledge and transfer technology to the public. Lastly, the government
should promote the technological cooperation among countries in ASEAN under the
AICO scheme (ASEAN industry Cooperation Scheme) and BBC scheme (Brand to
Brand Complementary). These two projects would support Thai manufacturers able to
purchase car parts at a lower price which load the declining of manufacturing cost

and enabling effective car exportation to the world market.



