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ABSTRACTS

The government's liberalization of the liquor industry is analysed in tefms of its
impacts on market concentration and structure. The study compares the liquor industry
during pre-liberalization (1999) and post-liberalization (2000-4) using market
concentration theory as the main analytical tool. Up to 1999, it was found that the liquor
industry exhibited considerable market concentration since the government opened the
concession bidding to only one group of companies namely the Suramaharas and
Surathip Group. Moreover, liquor distribution was also clearly segmented. Accordingly, it
was found that the top 5 companies have a combined market share of as much as
80.56%, implying a high market concentration ratio of 0.8. It was clear that up to 1999,
producers had considerable market power. In the early liberalization years (2000-1), it
was found that the 18 top liquor producers belonged to the same group of companies
that previously dominated the industry. In other words, conditions set for the liberalization
of the liquor industry still favored existing producers. The government further eased
restrictions, allowing many small producers to manufacture native liquor in 2002. In 2003,
local communities were allowed to openly manufacture liquor. As a result, the number of
producers multiplied rapidly and market concentration fell from 0.8 in 1999 to 0.74, 0.72,
0.50, and 0.58 respectively in 2000, 2001, 2002, and 2003. In response, major producers
formed a cartel and erected barriers to entry. Thus, the liquor industry’s market structure

was transformed from one that was monopolized to that of competitive market.
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