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Pathira Laohapatcharin 2007: A Study of Market Power and Social Welfare of Beer
Industry Liberalization. Master of Economics, Major Field: Economics,
Department of Economics. Thesis Advisor: Assistant Professor

Supachat Sukharomana, Ph.D, 134 pages.

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 Lerner Index over the period of 1983 — 2004 to trace out the change in market
power. The demand and supply relation are simultaneously estimated so that the price and
marginal cost. The total surplus (TS) before and after beer industry liberalization can be
estimated and it can be used to compare the effect of the policy changes on TS and the market

power changes.

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 to oligopoly market structure. As it can be seen
before the liberalization in 1992 the structure of beer industry in Thailand, measured by HHI is
equal to0 0.9951 and after launching this policy, the HHI in 1993 is 0.8911. HHI gradually
decrease to 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 million litres of beer. This liberalization policy is good for the social and at the same

time induces efficiency to thai beer industry.
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2/

2/

3/

3/

U (w.er) Q Y 1 . P, w D1 D2
2526 146,487,000 29.51 14,663 48.61 10.89 297.92 59.67 0 0
2527 163,580,000 29.56 15,158 48.66 11.57 535.32 61.67 0 0
2528 105,288,000 36.04 15,556 60.66 13.30 344.59 64.67 0 0
2529 85,628,000 38.70 16,190 65.42 17.15 424.24 64.67 0 0
2530 96,853,000 38.61 18,242 76.99 15.11 424.67 66.42 0 0
2531 130,079,000 38.83 22,066 84.79 11.40 498.89 67.00 0 0
2532 180,970,000 39.41 26,078 86.72 13.36 499.69 71.56 0 0
2533 263,261,000 43.49 29,826 91.78 14.23 688.43 79.31 0 0
2534 284,022,000 45.60 33,552 95.55 14.88 1,690.71 88.50 0 0
2535 326,153,000 45.63 37,540 96.14 31.65 2,449.92 100.69 0 0
2536 412,206,000 45.55 41,011 96.07 41.16 859.25 106.81 1 0
2537 521,063,000 45.80 46,410 98.06 10.07 781.76 117.67 1 0
2538 645,932,000 46.92 52,709 103.16 12.65 687.83 125.33 1 0
2539 757,268,000 45.76 56,549 111.79 13.58 860.99 132.42 1 0
2540 880,069,000 45.44 56,891 117.14 14.64 793.17 140.67 1 1
2541 964,790,000 50.31 54,168 140.24 16.11 1,842.80 144.00 1 1



MSWUINN 1 (910)

1/

2/

1/

2/

3/
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A (w.e1.) Q P Y : P, 4 D1 D2
2542 1,025,000,000 47.76 53,957 151.26 11.41 709.87 144.00
2543 1,141,000,000 45.96 58,411 146.78 17.44 1,807.32 144.00
2544 1,217,000,000 47.07 60,257 148.27 14.53 2,521.58 146.00
2545 1,237,000,000 51.51 63,015 170.95 17.06 1,609.79 145.63
2546 1,548,000,000 51.44 67,745 166.00 15.38 1,755.60 146.75
2547 1,597,000,000 51.27 75,001 161.43 14.46 1,529.14 144.71
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System: MODEL1

Sample: 2526 2547

Total system (balanced) observations 44  Simultaneous weighting matrix & coefficient iteration

Convergence achieved after: 10 weight matrices, 11 total coef iterations

Estimation Method: Iterative Three-Stage Least Squares

Included observations: 22

Coefficient Std. Error t-Statistic Prob.

C(1) 9.863328 1.981943 4.976596 0.0000
C(2) -5.378156 1.090543 -4.931631 0.0000
C(3) 2.333906 0.250672 9.310599 0.0000
C4) 1.239327 0.414251 2.991731 0.0052
C(5) 14.06173 6.096720 2.306441 0.0275
C(6) 1.03E-08 4.45E-09 2.303050 0.0277
C(7) 0.194250 0.098644 1.969203 0.0574
C(®) -0.002250 0.001663 -1.353052 0.1852
C(9) 0.295773 0.090005 3.286172 0.0024
C(10) -11.48090 4.648068 -2.470038 0.0189
C(11) -8.260192 2.831546 -2.917202 0.0063

Determinant residual covariance 0.222423

Equation: LOG(Q) = C(1)+C(2)*LOG(P)+C(3)*LOG(Y)+C(4)*LOG(PL)

Instruments: Y PLPM PH W D1 D2 C Observations: 22

R-squared 0.961707 Mean dependent var 19.85129

Adjusted R-squared 0.955325 S.D. dependent var 0.988238

S.E. of regression 0.208879 Sum squared resid 0.785351

Durbin-Watson stat 1.487984

Equation: P(1+1/C(2)) = C(5)+C(6)*(Q)+C(7)*(PM)+C(8)*(PH)+C(9) *(W)+C(10)*(D1)+C(11)*(D2)

Instruments: Y PL PM PH W D1 D2 C

Observations: 22

R-squared 0.817144
Adjusted R-squared 0.744002
S.E. of regression 3.201191
Durbin-Watson stat 1.275406

Mean dependent var
S.D. dependent var

Sum squared resid

43.64409

6.326932

153.7143
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