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ABSTRACT

The objectives of the research are: (1) to study strengths, weaknesses,
opportunities and threats (SWOT analysis) upon Thailand’s car industry, (2) to study
factors determining Thailand’s car demands, as can be categorized simply into demand
for car use and demand for car ownership and (3) to compare factor determining
Thailand’'s car demands, periodically divided by post and past Thailand’s 1997
economic crisis.

In this study, the model that is used in the form of the “log linear” equation is
employed together with the ordinary least squares method as a tool to statistically
estimate the elasticity of those targeted factors. Furthermore, to complete the study,
the “Chow Test” is also collectively provided to compare factors determining Thailand’s
car demands in the two given periods of time abovementioned.

Thailand’s car industry has developed since 1961 when the Thai Government
launched the investment promotion policies to attract foreign investors. Initially, the
Thai Government had been in favor of use of the import-substitution policies, for
instance, the imposition of the high tariff and the strict local content requirement
measures, mainly to protect local industries, However, at present, Thailand’s car
policies have already moved toward more liberalization and the country has now been
considered the world’s important production and export bases of the large-scale car
companies from various nations, in particular, Japan, the United States and some
European countries. More importantly, if compared to other ASEAN countries, Thailand
has recently been realized among the best and is admired as “Detroit of Asia”.

The SWOT analysis shows that the strengths of Thailand’s car industry are due
to the factors as follows: the absence of the national car policy, thus giving confidence
to foreign investors, the efficiencies of car-supporting industries, the geographic
advantages resulting from the natural agglomeration among the car and component
industries. The weaknesses are, indeed, lacks of highly-skilled labors, rare technological
transfers and the small size of local entrepreneurs. The opportunities are the steady
expansion of car demands whether in domestic or international levels and the benefits
obtained from the incoming free trade area (FTA), especially the ASEAN FTA, given a
markedly reduced tariff in the intra-regional trade. Finally, the threats are, surely, the

ongoing intense competition with China as a country which has shown a tendency for



rapid economic growth over many years and had relatively lower wages than that of
Thailand so far.

For the quantitative analysis, the research finds that the demand for car use in
Thailand (as represented by the registered cars per 1,000 populations) depends mainly
on the ratio of paved roads to total roads in both types of car, namely passenger and
commercial cars. This is because the construction of new roads helps stimulate traffic
demands directly. On the contrary, car prices have a positive relation with the demand
for car use. This then does not follow the law of demand, probably because new car
owners do not pay attention to car prices as a whole. It is also interesting to note that
the per capita income (rather than car prices) is the most important factor determining
the demand for car ownership (as indicated by a number of car sales), basically
because cars are deemed essential for those with relatively high economic status.
Meanwhile, oil prices just play a relatively high role in influencing both types of car sales
only.

According to the Chow Test, the research also discovers that unlike that of car
ownership demands, the factors determining Thailand's car use demands in both types
of cars in the given periods are not seen differently.

Finally, the research suggests that (1) the Thai government should have a
strategic long-term plan to be able to link with other ASEAN countries, (2) the Thai
government should have a clearer law regarding technological transfers than at present
to help innovate the local car products, (3) to improve the capacities of manpower
involved in Thailand car’s industry, such as skilled labors, car technicians and engineers
etc., (4) to lift up the corporations between the public and private sectors in order to
determine the future direction of Thailand’s car industry, (5) to establish the systematic
national car information center with the purpose of gathering all knowledge-based data
about car, (6) to increase the level of research and development in Thailand’s
automobiles and (7) to promote the production of “Eco Cars” as an alternative for car

users.
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