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# # 4685564029 : MAJOR ECONOMICS
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KUSUMA KONGRITH: THE IMPACT OF PASSENGER CAR TAX REFORM ON CONSUMERS. THESIS ADVISOR:
ASST.PROF. CHAIRAT AEMKULWAT, Ph.D. 142 pp. ISBN 974-17-4295-9.

This study aims at assessing the impact of tax reform on the economic welfare with respect to consumer surplus
and government revenue from passenger car tax. The study focuses on the period from January, 2001 to September, 2004,
The study is divided into two parts: The study of the impact of excise tax reform on domestic passenger car and the study
of the impact of a 100% tariff reduction, which means the reduction in automobile industry protection, on imported
passenger cars. In the case of domestic passenger cars, they are divided into three types based on their capacities: cars
with less than 1600 cc., cars with 1601 — 2000 cc., and cars with 2501 — 3000 cc.. In the case of imported passenger cars,
they are divided into two types based on their capacities: small cars (with less than 2400 cc.) and large cars (with more

than 2400 cc.). The elasticity of car supply with respect to the price is assumed tc be perfectly elastic.

Demand equations of domestic and imported cars are employed in this study. Every equation is divided into two
equations: the demand equation of employees who are 25 — 39 years old and the demand equation of workers who are 40
more than 60 years old. The independent variables consist of car price, exchange rate, the amount of workers who are 26 -
39 years old and 40 — more than 60 years old, Benzine price and national income. The generalized least square method is
used in estimations. Its result Is considered in terms of the effects of tax decreasing on car demand and on car price. To

calculate the exact consumer's surplus, all coefficients are brought to the equation that is derived.

According to the findings, the impact of excise tax reduction (from 35% to 30%) on car with less 'than 1600 cc.
increases the exact consumer's surplus about 18,934 baht per a car owning to the money transferred from government
revenue 17,812 baht. Like car with less than 1600 cc., car with 1601 — 2000 cc. has an exact consumer's surplus about
30,716 baht owning to the money transferred from govemment revenue 28,856 baht. In the case of car with 2601 - 3000
cc.(tax rate reduce from 41% to 40%), there are the exact consumer's surplus about 7,446 baht and the transferred
govemment revenue 6,464,930 baht or so. In the case of imported cars (no tariff), the exact consumer's surplus and
government revenue of small cars are 672,213 baht and 351,917 baht respectively. In common with the small cars, the

exact consumer's surplus and government revenue of large cars are 686,883 baht and 195,320 baht respectively.

The results indicate the welfare gain of the car excise tax reduction Is largely possessed by consumers of small
cars. This impact is good because small cars are occupied by numerous consumers and use petrol less than large cars. In
the case of tariff, the liberalization will increase the welfare of consumers greatly because tariff will decrease from 80% to

0%.





