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# #4685580329 : MAJOR ECONOMICS
KEY WORD: INTRA-INDUSTRY TRADE / DECOMPOSITION OF THE TRADE GROWTH/ CHINA

PRAOPAN PRATOOMCHAT : INTRA-INDUSTRY TRADE BETWEEN THAILAND AND CHINA.

THESIS ADVISOR : ASSOC.PROF.SUTHIPHAND CHIRATHIVAT, Ph.D., 124 pp. ISBN 974-

53-1989 -9.

Trade liberalization between Thailand and China will affect several industries in Thailand.
Indeed, factors of production have to be reallocated after the change of volume of trade. If intra-
industry trade effects on trade growth between two countries are more pronounced than inter-industry
trade effects, then the costs of reallocation will be lower because of factor flows more freely within
industries.

The purpose of this thesis is to study sources of international trade growth in major industries,
pattern of intra-industry trade and determinants of intra-industry trade between Thailand and China
using the decomposition of total trade model; product similarity criterion and multiple regression
analysis. The data used in this study cover the period 1998-2000 and 2002. The results of the study
have shown industries that trade growth resulting from inter-industry trade effects rather than intra-
industry trade effects are petrochemical industry and organic chemical industry. Inter-industry effects
have contributed to trade growth of 24.54% and 6.27% respectively for these two industries. On the
other hand, for industries like plastic, machinery and computer, electrical and electronic and
automotive trade growth of these industries is mainly derived from intra-industry trade effects. Intra-
industry trade effects have respectively contributed to a growth of 10.87%, -4.29%, 7.83% and -0.04%
respectively. In terms of the pattern of intra-industry trade, most of intra-industry trade happened
between Thailand and China is superior vertical intra-industry trade : This superior vertical intra-
industry trade is resulted from product differentiation by quality and price. Also, it can be explained
the intra-firm trade could occur with the presence of multinational corporations (MNCs) that have
production bases located in Thailand and China. Moreover, the determinants of intra-industry trade
between two countries can be explained by product differentiation, economies of scales and trade

imbalance.
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1 Helpman, E. and P. Krugman, Market Structure and Foreign Trade, (Cambridge :

Cambridge University Press, 1985)
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2 Aquino, A., “Intra-Industry Trade and Inter-Industry Specialization as Concurrent

Sources of International Trade in Manufactures,” Weltwirtschaftliches Archiv 144,2 (1978) : 275-

296.
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* Hamilton, C., Kneist, P., “Trade Liberalisation, Structural Adjustment and Intra-

Industry Trade: A Note,” Weltwirtschaftiches Achiv 127(1991) : 356-367.

4Greenway, D., Hing, R.C. and Milner, C., “Vertical and Horizontal Intra-Industry Trade:

a Cross-Industry Analysis for the United Kingdom,” The Economic Journal

105(1995): 1505-1518.

° Burlhart, M., “Marginal Intra-Industry Trade-Measurement and relevance for the

Pattern of Industrial Adjustment,” Weltwirtschaftiches Achiv 130 (1994): 600-613.
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2541 2542 2543

GL Aquino GL Aquino MIIT GL Aquino MIIT
gaanIsuTlingiad 32.03 2422 31.00 35.57 59.96 17.27 54.70 14.84
QAAIMNITNANBUNTE 75.03 50.00 91.07 0.52 74.38 91.55 0.46 -5.49
BRAVNTIINNANARAN 50.41 7.49 70.95 8.82 77.42 57.93 9.87 35.04
BAAIVNT TN piasinIna 88.01 7277 89.88 80.15 -651.24 88.09 74.86 81.68
grawnssuissasdInfinuasdifnnaeiind 40.37 34.79 46.36 37.47 57.37 62.63 37.22 92.55
DRAIVNTINLNULUG 56.87 25.29 71.48 21.10 38.04 90.03 22.01 -769.92

2544 2545 2546

GL Aquino MIT GL Aquino MIIT GL Aquino MIT
gaanIsuTlingiad 15.30 53.26 43.96 11.88 39.21 0.17 8.91 43.54 4.57
YAAIMNITNANBUNTE 86.17 1.37 -4.97 76.01 1.23 4.08 58.76 1.59 17.77
BRANTINNANARAN 62.24 867 91.92 57.04 10.40 38.59 51.17 13.58 33.59
BAAIVNTTN piasinIna 82.54 65.87 36.07 68.85 45.85 3245 91.46 72.93 59.47
ARAUNTTN wiadl Wi uazddnnseiing 53.24 35.76 3.87 47.62 36.45 31.77 60.18 41.82 91.26
DRATVNTINLNULUG 7253 13.69 40.63 75.92 12.85 88.24 88.14 24.43 94.69
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1 2542:2546' GL  Aquino  MIT AN GL AnAan Aquino ARANN MIIT

Gt Gnt Git = Index Index Index  Ent Eiit Ent Eiit Ent Eiit
993 2266 19.87 2423 0.64 046 017 749 1547 1072 1116 1655 4.04
gaanIsnTlingiad 3294 29.01 5452 0.15 045 018 2454 840 1595 24.54 2387 9.66
YAAIMNITNANBUNTE 4386 2628  49.35 0.76 0.06 016 627 3759 2483 273 2208 7.88
BRANTINNANARAN 39.25 2541  49.60 0.57 0.11 050 10.87 2838 2271 526 12.64 24.93
BAAIVNT TN piasinIna 943 2768  -6.08 0.84 067 -030 429 -514 905 409 -36.08 1.85
ARAUNTTN wiadldWiuazBidnnselind 3038 16.99  41.83 0.54 0.38  0.57 7.83 2255 1053 1590  7.27 2393
DAAIVNTINLNULUG 305 -0.19  37.94 0.80 019 004  -004 3054 015 734 018 159
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AN9199 5.3 LAAINANITILATIZINNURINITLAL IINI9NT AN N AN B9

ARAUNTTN ARATN GL Index ARATN Aquino Index | ARANN MIIT

Gnt>Giit Gnt<Giit Gnt>Giit Gnt<Giit Gnt>Giit Gnt<Giit

guavnsInTingiadl J J J
§AANMNITNIANBUYITE J J J
HAAUNITNNATARN J J J
ARATANITULATEIINING J J J
gnanvngsuLaTas1Flnin J J J

wazdlnnsating

GRATVINITHENWLUE J J J

dl o a o o A il/ o 4 Y1 dld a 1%
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F113199 5.4 LAASNATENAT Product Similarity Criterion tWaueinszinnnisdnngaluananinsss

By
Product Similarity Criterion
2544 2545 2546

gaanIsuTlingiad 0.716447 0.306841 6.614126
QAAIMNITNIANBUNTE 0.152315 0.093968 0.48898
HRANANTTNNANARN 1.321797 1.004627 0.96379
gRAMNITNIAIRIANINA 16.6722 4.583507 8.627227
grawnssuissasdlnfinuasdifnnseiing 22.78919 24.01294 20.6074
DRATVNTINLNULUG 57.94288 1.707668 3.701736
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Dependent Variable: GL
Method: Pooled Least Squares
Sample: 1998 2002
Included observations: 4

Cross-sections included: 6

Total pool (balanced) observations: 24

Variable Coefficient Std. Error t-Statistic Prob.
C 98.86565 7.083737 13.95671 0.0000
HUF -2.492575 1.293534  -1.926949 0.0745
MK -15.46641 6.805114  -2.272763 0.0393
VA 3.68E-05 3.92E-05 0.939268 0.3635
IMB -65.91322 11.82319  -5.574910 0.0001
Cross
section fixed (dummy variables)
_H27--C -33.74542
_H29--C 36.40435
_H39--C -5.467182
_H84--C 4.173654
_H85--C -0.855788
_H87--C -0.509619
R-squared 0.966168 Mean dependent var 62.01147
Adjusted R-squared 0.944419 S.D. dependent var 23.69038
S.E. of regression 5.585159 Akaike info criterion 6.572440
Sum squared resid 436.7160  Schwarz criterion 7.063295
Log likelihood -68.86928  F-statistic 4442332
Durbin-Watson stat 1.402712  Prob(F-statistic) 0.000000
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F13199 5.7 nagnnisannaglugaainasuninisdinialuiuiuuwioue (Horizontal Intra-

Industry Trade)
Variable Coefficient Std. Error t-Statistic Prob.
HUF 30.96816 27.40534 1.130005 0.3216
VA 0.000302 0.000270 1.119245 0.3257
MK -32.38536 37.09830 -0.872961 0.4320
IMB 76.37626 27.89195 2.738291 0.0520
R-squared 0.783388 Mean dependent var 71.24773
Adjusted R-squared 0.620929 S.D. dependent var 15.37757
S.E. of regression 9.467773  Akaike info criterion 7.640517
Sum squared resid 358.5549  Schwarz criterion 7.680238
Log likelihood -26.56207  F-statistic 4.822071
Durbin-Watson stat 2638711 Prob(F-statistic) 0.081341
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513199 5.8 nagnnsnnneslugnaIinssNnnIsAtn e tuEILIMUN Y (Vertical Intra-Industry

Trade)
Variable Coefficient Std. Error t-Statistic Prob.
HUF 47.79320 11.18883 4.271509 0.0011
VA 0.000282 0.000142 1.981834 0.0709
MK 11.92751 36.59553 0.325928 0.7501
IMB -86.11644 36.25205 -2.375492 0.0350
R-squared 0.107752 Mean dependent var 57.39334
Adjusted R-squared -0.115310 S.D. dependent var 26.11436
S.E. of regression 27.57891 Akaike info criterion 9.684298
Sum squared resid 9127.156 Schwarz criterion 9.877445
Log likelihood -73.47438 F-statistic 0.483060
Durbin-Watson stat 0.257353 Prob(F-statistic) 0.700221
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