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SUPHANSA VINMOON: ECONOMIC WELFARE COST OF PROTECTION
FOR AUTOMOBILE INDUSTRY IN MALAYSIA AND PALM OIL
INDUSTRY IN THAILAND. THESIS ADVISOR: ASSOC. PROF. ISRA
SARNTISART, Ph.D., 113 pp. ISBN 974-17-3584-7.

This study is aimed at assessing the impact of automobile industry protection in Malaysia
and palm oil industry protection in Thailand on the economic welfare cost. The study focuses on the period
from 1993-2001. The markets are divided into two types: imported and domestically produced. Since data on
domestic good costs are not revealed by manufacturers, the elasticities of domestic good supply with respect to

the price are not estimated and are assumed to be perfectly inelastic and perfectly elastic.

This study is based on the concept of Partial Equilibrium Analysis. Demand equations of
imported and domestic goods are employed. Results are used to evaluate the effect of imported tariff reduction
(50%, 80% and 100% of the prevailing rates) on prices of both types of goods. The impact of tariff reduction on
economic welfare is also analyzed. After that, the impacts on the two countries are compared by the concept of

Purchasing Power Parity (PPP).

According to the findings, if there had been a 0% tariff reduction between 1993-2001, for
automobile industry of Malaysia, the consumer surplus would have increased by about US$47,670 million. This
was more than the loss in consumer surplus for palm oil industry of Thailand which would have been around
US$240 million. On the contrast, producer surplus would have dramatically decreased approximately 80-90%
of total gain. For Malaysia, the producer surplus in automobile industry would have not decreased more than
US$38,000 million while producer surplus in palm oil industry of Thailand would have not decreased more
than US$230 million. For government revenue of the two countries, it would have slightly decreased when

compare with the total gain.

In practice, an immediate tariff reduction to 0% is not easily implemented. Thus,
government miay*gradually reduce tariff in order to allow time for producer to improve productivity and labour

to search for new occupations. These will induce better and more efficient reallocation of resources.



