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This research focuses on the effect of beer industry liberalization policy on the change
of market power and social welfare. The study uses the market share, Herfindahl and Herchman
Index (HHI) and Lemer Index over the pcﬁod‘of 1983 - 2004 to trace out the char}ge in market
power. The demand and supply relation are simulianeously estimated so that the i)rice and |
marginal cost. The total surplus (TS) before and afier beer industry liberalization can be
estimated and it can be used to compare the effect of the policy chénges on TS and the market

power chanpes.

The empirical results showing that beer industry liberalization policy induced new few
firms entering into the market which reduce the industrial concentration. The policy make
industrial structure changed from monopoly 1o oligopoly market stmcﬁu*e. As it can be seen
before the liberalization in 1992 the structure of beer industry in Thailand, measured by HHI is

ﬁcqual 10 0.9951 and after launching this policy, the HHI in 1993 is 0.8911. HHI gradually
decrease 10 0.4494 in 2004, Moreover, the market power of beer industry in Thailand, measured
by Lerner Index, before and after launching this policy (1992 and 1993) is equal to 0.1850 and
0.1656, respectively. The social welfare, measured by the change in TS, increases by 91.17%
as compare to TS before beer liberalization. The liberalization is not only induced an increase
in net social welfare but also reduced the cost of production due to competitive force. The
social gain from resource cost saving was 8,281 million baht when the product output level is
721.32 wmillion litres of beer. This liberalization policy is good for the social and at the same

time induces efficiency to thai beer industry.





