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## 4485587629 : MAJOR ECONOMICS
KEY WORD : ECONOMIC WELFARE / COST OF PROTECTION / AUTOMOBILE INDUSTRY /
MALAYSIA / PALM OIL INDUSTRY / THAILAND

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 may 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.

Field of study............... Economics......... Student’s SIgNature..............oceveeveecveesrennns

Academic year.............. 2003.. ., AdVisor’s signature...........o.oeveieiiiinnennnn..
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M519h L1 msmszrnnalszmavedIneiunguiszmasa q id ey luaael 2539 - 2544

yaa: duum

93 1MIVENIA: To8ay

yammMsmsznInelszna AT INMTVIIIA
nguilszimeni ~

2539 2540 2541 2542 2543 2544 2540 2541 2542 2543 2544

3 3,243,864.5 3,730,891.1 4,022,155.8 4,121,639.3 5,271,891.8 5,648,832.1 15.01 7.81 2.47 2791 7.15
1.ou%eu 550,366.4 638,040.3 675,540.6 713,999.2 952,140.2 1,005,810.2] 15.93 5.88 5.69 33.35 5.64
2.ﬁﬁﬂ1WQTiﬂ 501,046.4 558,859.4 622,940.5 594,973.8 691,307.4 804,011.5] 11.54 11.47 -4.49 16.19 16.3
3.m‘jﬂu 755,930.3 762,848.7 728,691.3 777,410.4 1,022,103.9 1,059,005.5 0.92 -4.48 6.69 31.48 3.61
4.aw§”§mu?m 512,774.3 652,141.0 750,467.7 722,819.5 885,257.0 906,676.9( 27.18 15.08 -3.68 22.47 2.42
5.31‘! ) 923,747.1 1,119,001.7 1,244,515.7 1,312,436.4 1,721,083.3 1,873,328.0] 21.14 11.22 5.46 31.14 8.85
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M319h 1.2 yammsarsznnedszmalngiudszmanma q lugiinneuden luraal 2539 - 2544

yaa: dmum

F931MIVENed: Sesay

yamMImznalszmea 0N IMITVIIA
Uszmand -

2539 2540 2541 2542 2543 2544 2539 2540 2541 2542 2543 2544
IGAGIMEH 272,451.10 | 296,361.79 | 293,207.51| 305,215.98] 378,919.77| 361,649.70( 9.49 8.78 -1.06 4.1 24.15 -4.56
PRRIGIC T 142,451.60 | 169,260.60 | 163,541.43| 175,677.45| 247,430.02| 257,682.06] 19.40 18.82 -3.38 7.42 40.84 4.14
3.0ulailay 4822052 | 65,769.07 |  78244.01]  78,624.02| 105,739.25| 121,051.01| 30.41 36.39 18.97 0.49 34.49 14.48
4 Waddud 30,573.19 | 38.,620.65 56,745.45  66,021.13|  88,166.87| 101,558.12| 23.45 26.32 46.93 16.35 33.54 15.19
5.0 11,371.38 [ 15,107.78 16,712.53|  19,197.81]  30,700.80[  51,533.02| -19.75 32.86 10.62 14.87 59.92 67.86
6.08AU 16,329.36 | 22,772.75 34,021.81)  30,381.64]  47,194.68]  49,962.13| 2829 39.46 49.4 -10.7 55.34 5.86
704 10,400.38 | 11,825.11 13,413.28]  13,939.08]  14,229.50]  21,316.41| -15.52 13.7 13.43 3.92 2.08 49.8
g.aM 10,935.71 | 13,548.16 16,561.73|  17,706.30]  18,395.62]  22,205.56| 3.47 23.89 2224 6.91 3.89 20.71
9.1 lu 7,333.49 4,773.91 3,092.88 723573 21,363.67| 18,852.15| -16.76 -34.9 3521 | 13395 | 19525 | -11.76
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M99 1.3 Fumdeeendingy 10 s1emsusnveding Tildsnaalan lurasil 2535-2544

yam: A3 enyansga

o

a1 Sovay

A
dadu

PRLORE 2535 2536 2537 2538 2539 2540 2541 2542 2543 2544 | 2542 2543 2544

1 inSesneuiiunes gunsaliazdanilsenoy | 22829 25984 38219 53243 67183 7,029 78510 81216 8739.5 7.947.5 | 13.89 12.55 12.19
2 umanes i 1,132 1,4102  1,809.5 23469 2,321.1 2481.0 22787 29446 44840 35122 504 644 539
3 Lé@ﬁwﬁwg%gﬂ 3,4280 3,515 40197 41124 31640 3,122.3 29868 29156 3,132.7 29144 | 499 45 447
4 sooud gulnsaluavdiuilszney 2145 5516 8707  659.6  648.0 1,0642 1241.0 1,902.3 24194 26550 | 3.25 347 4.07
5 omsngzanszileaazulsgyl 11556 12100 14963 1,5982 1,6182 1,825.0 1,883.0 2,010.1 2067.1 20146 | 344 297 3.09
6 Syudinaznionlseiy 1,579.0 1,758.9 1,927.1 2,1923 22141 22866 18151 17663 1,741.8 18372 3.02 25 282
7 nFessuingInsvieniuasdanlsznoy 8145 8927 1,160.9 13247 14222 14372 14458 13465 19649 16928 | 23 28 26
8 Wawanaan 90.9 1521 2167  439.0 4227 7370  989.6 12153 18656 16150 | 2.08 2.68 2.48
9 4 14310 13072 1,563.1 1,959.4 20117 20757 2,0987 19489 16410 1587|333 236 243
10 91931 1,1443  1,157.1  1,6723 24720 25128 18974 13188 1,1593 15247 13260 1.98 2.19 2.03
FIWAI990 10 319013 13,2727 14,589.8 18,558.1 22,428.8 23,0532 24,029.2 23,9086 25330.4 29,580.7 27,097.5| 56.81 57.83 56.6
un 19,336.4 22,735.0 26,8719 34,296.5 32,8883 34,299.4 30,581.4 33,133.1 40,043.5 38,085.7|43.19 42.17 434
yudeeniaAy 32,609.1 37,324.8 45430.0 56,7253 55941.4 58328.6 54.490.1 58.463.4 69,6242 65,1832 100 100 100
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adu: Sevay

yafIMIea0en dadu
il sooud  |gunsaluazauiszaeu| s | sooud |gunseiuazdluilszneu
2532 54.1 124.6 178.7 30.3 69.7
2533 452 145.6 1908 | 237 763
2534 718 120.5 1923 | 374 62.6
2535 32.1 182.4 214.5 15.0 85.0
2536 108.7 442.9 551.6 19.7 80.3
2537 90.1 780.6 870.7 | 103 89.7
2538 98.1 561.5 659.6 | 149 85.1
2539 198.0 450.0 648.0 30.6 69.4
2540 580.7 483.5 1,064.2 54.6 454
2541 731.5 509.5 12410 | 589 411
2542 1,267.6 634.7 19023 | 66.6 334
2543 1,607.1 812.3 2,419.4 66.4 33.6
2544 1,793.1 861.9 2,655.0 67.5 325
2545 (UA-nO)|  1,361.4 761.5 21229 | 641 35.9
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M3197 1.5 aumaseanranvadingliuszmanade luragi) 2542 -2545

yan1: a3 onansga

o

YAAINIAI00N adu
2544 2545 2544 | 2545
I1YNI 2542 2543 2544 (Wn-nY) (Wn-nY) 2542 2543 2544 (wa-ny) | (WA-NY)
1 1nFesneuiunes ginTsiuazdauiliznoy 348.70 410.70 262.40 216.30 139.90 | 1642 | 1450 | 960 | 1036 | 6.53
2 umeees Tlh 24920 | 29260 | 26410 | 21320 133.00 | 1173 | 1033 | 966 | 1022 | 6.21
3 indidmal 59.30 128.80 110.10 86.80 82.60 279 | 455 | 403 | 416 | 385
4 ifiawanddn 48.00 89.70 91.60 70.30 81.70 226 | 317 | 335 | 337 | 331
5 man mannawaznansual 54.40 75.40 81.00 58.50 74.90 256 | 266 | 296 | 280 | 350
6 1050919 lWihwazdnisznondu q 57.10 64.00 66.40 44.30 62.40 2.69 2.26 2.43 2.12 2.91
7 ginssiuazdiuilizneusnoud 22.90 64.20 109.20 79.20 97.50 108 | 227 | 400 | 380 | 455
8 1n30e7A 1o inFeudusgUnsaliazdiulszney 50.90 67.70 73.80 55.20 50.10 239 | 239 | 270 | 265 | 234
9 pITAHUATNAASMIINTZAY 54.30 69.70 61.00 48.30 49.20 255 | 246 | 223 | 231 | 230
10 wewasIrlfhwazauilsznoy 43.50 58.50 86.90 75.10 47.80 205 | 206 | 318 | 360 | 223
59 10 5793 98830 | 132130 | 120650 | 94720 | 819.10 | 4653 | 46.65 | 4414 | 4539 | 3821
ouq 1,135.90 | 1,510.80 | 1,526.90 | 1,139.40 | 1324.60 | 53.47 | 5335 | 5586 | 5461 | 61.79
YoM 212420 | 2.832.10 | 2,733.40 | 2,086.60 | 2,143.70 | 100.00 | 100.00 | 100.00 | 100.00 | 100.00
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M9 1.6 daumoendngvesszmanaialilisnaralan lura4il 2540-2545

yam: A3 enyansga

o

a1 Sovay

fa
YaAINIAI00n dadu
FI0MT 2540 2541 2542 2543 2544 (2545 (ua-di) 2540 | 2541 | 2542 | 2543 | 2544 | 2545
1 upeees v 11,186 | 11,001 | 14,008 | 15037 | 13,131 3,328 1423 | 1494 | 1657 | 1532 | 1489 | 1533
2 hudsznevneuiunes 5,306 6,177 10,545 | 12,746 | 8,753 2,604 6.75 8.39 1248 | 1299 | 9.92 12.00
3 m%"amauﬁmm‘uaxqﬂﬂmf 5,733 5,395 6,416 7,688 7,777 2,313 7.29 7.33 7.59 7.83 882 | 10.66
4 MIFITUNA 2,554 2,072 2,005 3,502 3,644 904 3.25 2.81 2.37 3.57 4.13 4.16
5 1aSesdaing Tngiied 111 353 844 2,118 2,801 649 0.14 0.48 1.00 2.16 3.18 2.99
6 thiudy 2,808 2,068 2,669 3,904 2,999 635 3.57 2.81 3.16 3.98 3.40 2.93
7 dhiwhdu 3,416 4,123 3,443 2,364 2,335 628 434 5.60 4.07 2.41 2.65 2.89
8 laloa niuFamos 2,010 1,953 2,207 2,494 2,014 493 2.56 2.65 2.61 2.54 2.28 2.27
9 1nFeefuinsiim 1,639 1,344 1,431 2,013 1,830 483 2.08 1.83 1.69 2.05 2.07 2.23
10 m%"m%”u%?wq 2,717 2,225 2,513 2,730 2,256 350 3.46 3.02 2.97 2.78 2.56 1.61
5IUAUA 10 310M15 37,480 | 36,711 | 46,081 | 54,596 | 47,540 12,387 4767 | 4987 | 5452 | 5562 | 5390 | 57.06
Fuioun 41,140 | 36,901 | 38433 | 43562 | 40,662 9,320 5233 | 50.13 | 4548 | 4438 | 46.10 | 42.94
1aA1a99eNI Y 78,620 | 73,612 | 84,514 | 98,158 | 88,202 21,707 100 100 100 100 100 100

111: The World Trade Atlas; Malaysia Edition, March 2002
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M99 1.7 dumeendnayvestszmanardeanne luyaeil 2540-2545

yam: Aunsenyansy

@

adu: Sesay

YAAINIAI00N dadu

TN 2540 2541 2542 2543 2544 [2545 (ua-ti) 2540 | 2541 | 2542 | 2543 | 2544 | 2545
1 up92995 lolih 95 119 115 294 341 196 332 | 514 | 417 | 828 | 10.15 | 20.50
2 drulszneunsuiines 649 689 716 675 529 185 22.66 | 2974 | 2596 | 19.01 | 1574 | 19.35
3 dhifudy 616 337 346 664 559 93 2151 | 1454 | 1255 | 1870 | 16.64 | 9.73
4 viaoamasiloiin 189 225 306 374 244 61 6.60 | 971 | 11.09 | 1054 | 726 | 6.38
5 1dnlsga) 175 55 82 93 85 21 611 | 237 | 297 | 262 | 253 | 220
6 insosneufiunesuazginsal 11 5 10 20 40 19 038 | 022 | 036 | 031 | 104 | 1.99
7 ﬁﬁuﬁu%gﬂ 32 32 67 153 162 14 112 | 138 | 243 | 431 | 482 | 146
8 daunlsznounseaiodoas Tnsauunay 50 28 37 62 58 13 1.75 1.21 1.34 1.75 1.73 1.36
9 waimas llih 19 14 20 25 25 9 066 [ 060 | 073 | 070 | 074 | 0.94
10 laTea N uFames 5 4 10 18 41 9 017 | 017 | 036 | 031 1.04 | 094
5IUAUA 10 510135 1,841 1,508 1,700 | 2,378 | 2,084 620 6428 | 6508 | 61.97 | 66.99 | 62.02 | 64.85
Fufoun 1,023 809 1,049 1,172 1,276 336 35.72 | 34.92 | 38.03 | 33.01 | 37.98 | 35.15
1aA1a99eNI Y 2,864 | 2317 | 2,758 | 3,550 | 3,360 956 100 100 100 100 100 100

41: The World Trade Atlas; Malaysia Edition, March 2002
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MINN 1.8 NANAUMNYNIUTINTIININVYBANAINIIAUAID UV

Country Item (HS Code) Range of duties (%)
Brunei
1. (85) Electrical machinery 20
2. (90) Optical,Photographic,medical instrument,ets. 20
3. (40) Rubber & rubber product 15-20
4. (37) Photographic and cinematographic goods 20
Indonesia
1. (39) Plastic & Plastic articles 5.0-40
2. (44) Wood & Wood articles 0-20
3. (87) Vehicles (not rolling stock) , parts &accessories 0-200
4. (29) Organic chemical 0-30
5. (28) Inorganic chemical 0-30
Malaysia
1. (87) Vehicles (not rolling stock) , parts &accessories 0-300
2. (48) Paper and Paperboard , and paper articles nil-20
3.(72) Iron & Steel 2.0-35
4. (29) Organic chemical nil-5
5.(27) Mineral fuels , oil and waxes 2.0-25
Philippines
1. (52) Cotton Oct-30
2. (55) Man-made fibers 16.25-40
3. (62) Apparel & clothing (not knitted or crocheted) 27.5-50
4. (61) Apparel & clothing ( knitted or crocheted) 32.5-50
5. (54) Man-made filaments 19.5-40
Thailand
1. (87) Vehicles (not rolling stock) , parts &accessories 30-100
2. (85) Electrical machinery 30-60
3. (15) Animal / vegetable fats and oil Baht 2.5 / litre
4. (24) Tobacco & man tobacco substitutes 60

7131 : ASEAN Secretariat
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Category/Makes

Manufacturer/Assembler
Passenger Commercial

. Perusahaan Otomobil Nasional (PROTON) Proton ( Saga,Wira,Perdana,Putra) |Rusa

2. Perodua Manufacturing Sdn Bhd Kancil , Kembara

3. Associated Motor Industries (AMI) Ford ,BMW, Mazda,Proton Ford , Chrysler , Land Rover
Suzuki , Scania , Tata

4. Assembly Services Sdn Bhd (ASSB) Toyota Toyota , Hino

5. Asia Automobile Industries Sdn Bhd (AAISB) |Mercedes Benz Mercedes , Mazda , Kia

6. Swedish Motor Assemblies (SMA) Volvo Volvo , Suzuki

7. Tan Chong Motor Assemblies (TCMA) Nissan,Audi,Peugeot,Subaru Nissan , Subaru

8. Oriental Assemblers Sdn Bhd (OASB) Honda,Peugeot,Mercedes Benz Honda

9. Automotive Manufacturers Malaysia (AMM)  |Citroen,Proton(satria, Tiara)

10. Industri Otomotif Komersial (Inokom) Renault

11. Kinabalu Motor Assembly (KMA) Isuzu , Suzuki

12. Malaysian Truck and Bus Sdn Bhd (MTBSB)

Hicom Perkasa , Pinzgauer

13. UMW Dennis Specialist Vehicles Dennis

14. TVR Sports TVR

Source : MIDA , MMVAA
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MUY : AU
i/ Commercial National Cars
Passenger Car Total Total share(%)
lzian Vehicle PROTON | PERODUA

2535 136,951 34,711 171,662 98,900 - 98,900 57.61
2536 145,070 34,711 179,781 118,100 - 118,100 65.69
2537 173,302 37,749 211,051 127,200 - 127,200 60.27
2538 240,387 46,123 287,010 153,939 40,635 194,574 67.79
2539 312,508 78,571 391,079 177,763 55,884 233,647 59.74
2540 362,133 94,977 457,110 212,941 60,000 272,941 59.71
2541 149,200 19,693 168,893 91,499 34,901 126,400 74.84
2542 258,111 44,951 303,062 164,201 86,419 250,620 82.70
2000 300,758 55,721 356,479 168,900 85,000 253,900 71.22

Source : MIDA
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M9197 3.4 PSnamsamihesesuavesiszmanade luy9i) 2535-2544

WY - i
Share of PC
Wnlszian Passenger Cars | Commercial Vehicle Total

(% of total)
2535 108,943 29,401 138,344 78.75
2536 128,600 31,283 159,883 80.43
2537 155,765 33,974 189,739 82.09
2538 225,006 47,267 272,273 82.64
2539 275,615 89,173 364,788 75.55
2540 314,399 90,438 404,837 77.66
2541 137,691 26,260 163,851 84.03
2542 239,647 48,900 288,547 83.05
2543 282,103 61,070 343,173 82.20
2544 327,447 68,934 396,381 82.61

Source : Malaysia Automotive Association.
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aIuyana tenmuglszneunskan
ne: A

Maker/1l 2542 2543 2544
Proton (NC) 155,720 178,960 186,200
Perodua (NC) 66,499 82,484 85,000
Honda 4,606 4,550 5,720
Toyota 4,556 4,424 5,300
Nissan 2,970 3,939 4,230
Mercedes Benz 1,163 2,247 2,450
BMW 1,219 2,085 2,500
Others 2,914 3,414 6,850
Total Sales 239,647 282,103 298,250
Total National 222,219 (92.7%) | 261,174 (92.6%) | 271,200 (91%)
Total Non-national 17,428 (7.2%) 20,929 (7.4%) 27,050 (9%)

Source : Malaysia Automotive Association
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Maker/1] 2542 2543 2544
Perodua (NC) 16,092 14,501 16,058
Toyota 9,229 14,619 16,970
Nissan 6,911 9,745 8,966
HICOM (NC) 2,545 3,208 3,064
Daihatsu 2,365 2,778 3,619
Ford 2,733 5,857 6,507
Mitsu 2,893 3,218 5,419
Others 6,132 7,144 8,331
Total Sale 48,900 61,070 68,934
Total National 18,637 (38.11%) | 17,709 (29%) | 19,122 (27.74%)
Total Non-national 30,199 (61.76%) | 43,345 (70.98%) | 49,713 (72.12%)

Source : Malaysia Automotive Association
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Import tariff structure

Car 4WD and MPVs VANs
Engine capacity
CBU CKD CBU CKD CBU CKD
National Cars - 13
<1800 cc 140 42 60 10 42 5
1800-2000 cc 170 42 80 20 55 10
2001-2500 cc 200 60 150 30 100 30
2501-3000 cc 250 70 180 40 125 40
>3000 cc 300 80 200 40 140 40
E x ci s e d uty & S al e t a x st ructur.e
Excise duty Sale tax

CKD Passenger vehicle

National Half the applicable rate 10%

Non-national 25-65% 10%
CBU Passenger vehicle 0% 10%
CKD Commercial vehicle 14-45% 10%
CBU Commercial vehicle 0% 10%
CKD 4WD/MPVs 25-65% 10%
CBU 4WD/MPVs 0% 10%
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