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Abstract

Air transportation is an important mode for facilitating economic activities across
nations and regions through international trade and investment as well as international
tourism activity. Air passenger service helps boost the local and regional tourism, while air
freight service expedites long-distanced goods deliveries to the world’s market. In addition,
domestic airline liberalization has been an eminent factor for improving Thailand’s airline
industry, resulting in rapid rises in the numbers of low-cost carriers (LCCs) and domestic
flishts. Moreover, Thailand has signed some treaties regarding air service cooperation with
other countries, including ratification for ASEAN Economic Community (AEC) Single Aviation
Market framework — which will greatly expand the opportunity for air transport activities in
the region. Accordingly, this study aims to analyze the potential of air transportation
infrastructure and management, with the purpose of providing recommendations for the
further development of Thailand’s air transportation efficiency emphasizing on air passenger

service sector.

From the analysis of Thai air transport sector’s role and potential through the
synthesis of data acquired from interviews, the study finds that Thailand’s 38 airports are
distinct in their capabilities of handling passengers and flights. Most of the regional airports
which are operated by Department of Civil Aviation (DCA) that served domestic passengers
and do not locate in the provinces where there are high demands for tourism. When
compared to the main airports operated by Airports of Thailand Public Co.,Ltd. (AOT), DCA’s
airports do not face as many problems as AOT’s do in passengers handling. Furthermore, the
factors which affect tourism and economy’s expansion in big cities - such as Bangkok, Phuket
and Chiangmai - also influence the demand for air transportation. Additionally, AEC’s air
transport liberalization within 2015 will be a drive for a surge in the demand for air services.
Hence, the local airport regulators should carry out a timely scheme that supports such
expansion. In addition, this study discovers other complications such as insufficient airport
access, bad traffic, spatial limitation in airport development, different approaches in airport
management by different regulators which are not in line, inadequate budget allocation, a
level of demand for a flight/airline operation that do not suffice a breakeven, airports’

environmental impacts, and so on.

For international air passenger services, the development of airline — especially the
LCCs - from ASEAN, Middle East, China, and India; is a vital factor for a higher competition in

Thai airline industry. The number of scheduled airlines increased from 90 to 99 airlines in
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2009 and 2010, respectively. Likewise, the number of international passengers increased
from 29.4 to 33.5 million people in 2009 and 2010, respectively. DCA’s report, as of October
2002, expected a high competition among full passenger carriers (FSCs) and LCCs in ASEAN
region especially when there is an intention to become ASEAN Single Aviation Market (ASAM)
along with a step towards ASEAN Economic Community (AEC) by 2015. Consequently,
Thailand is now facing an intense challenge and more needs to prepare its capacity for the
upcoming competition since many potential countries in ASEAN are willing to be the leading

air service hub in the region.

The objective of Thailand’s air transport regulation is to make the industry operate
efficiently without price discriminations. Explicitly, DCA has a role in specifying air service
charges. Unlike in most developed countries, Thailand’s air service charge specification does
not come in the form of price cap regulation. It even appears that the regulator does not
rely on any specific economic theories in determining the charges. Thailand’s air industry is
also very different from this industry in developed countries in many aspects. For instance,
Thailand’s domestic air transport market is fairly small and does not have a full
deregulation. Along with previously mentioned, Thailand only has some bilateral air

liberalization agreements with a number of countries.

This research also examines the factors for domestic and international air transport
by employing econometric models. As a result, it is found that domestic and regional air
service liberalization has significantly impacted Thailand’s air transportation. Thus, it can be
speculated that Thailand’s air industry tends to be affected dominantly by air transport
agreements, especially when this region is fully integrated by 2015. Subsequently,
preparation for the future growth in air transport industry is a necessary issue which policy

makers must pay attention to.

By considering factors accounting for the fast growth of air transportation as well as
problems and obstacles in the industry, the authors analyzes Thailand’s Sectorial
Transportation Strategic Plan for 2011 - 2020 and compares it to some foreign air transport
model schemes. This study then concludes that Thailand’s strategic plan should put more
emphasis on the following issues: air transport charge regulation, airport development,
airport accessibility, passengers’ rights, airport spatial planning, and policy connections

between air transport and other modes of transportation.
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