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Abstract

This research studies redesigning of the Thai iron and steel supply chain in
preparation for the ASEAN Economic Community (AEC) integration. There are three main
objectives of this research which are 1. To identify the state of preparation as well as the
context of the Thai iron and steel industry in preparing for the AEC 2. To redesign the
Thai iron and steel supply chain in preparing for the AEC and 3. To propose strategies for
both the Thai iron and steel industry and the roles of the related governmental unites to
facilitate the preparation by the industry for AEC. This research focuses on the existing
middle and down streams of the iron and steel supply chain that are existent in
Thailand. The industry can be roughly divided into long and flat products which are used
differently. The long products are often used in the construction industry, while the flat
ones are mainly used in industries such as automotive industry, and electrical appliances
and electronics.

Indonesia, Malaysia, Thailand, and Vietnam who are the main players in the
ASEAN iron and steel industry are also covered in this study. Related literatures were
reviewed. In-depth interviews with companies in these countries to elaborate surveys
answered by the iron and steel companies in these four countries in relation to AEC
preparation were conducted. The study analyzes the economic effects to the iron and
steel industry under the context of AEC.

The supply chain of iron and steel composes of three main parts. The first or up-
stream part produces pig iron and certain semi-products from iron ore. The second

downward part or mid-stream transforms those up-steam products into usable sizes and
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shapes for other industries. Some products from the mid-stream of the supply chain are
further altered to be used as raw materials for down-stream of the chain.

This study comprehensive analysis of the overall intraregional trade and the
competitiveness advantages of the ASEAN major iron and steel exporters are performed
through the revealed analysis (RCA) index, including to Thai, Indonesia, Malaysia and
Vietnam. It was founded that the total value of inter-trade among the four countries
were relatively small compared to the trades to other countries outside ASEAN. The
evaluation of location attraction potential was also performed in this study using the
Location Quotient (LQ) technique. The technique vyields an index that identifies
competency of locations in a particular industry, as well as clustering of industries.

The survey conducted was also used to evaluation of the overall potential of the
iron and steel supply chain. The informants were asked to identify the influencing factors
to the industry in their own country. The results show that the Malaysia receives 3.983
out of 5, the highest overall potential score, while Thailand comes second with 3.518.
Indonesia and Vietnam are the third and forth places with the score of 3.405 and 2.986,
respectively. In-depth interviews with companies in the industry show that companies
viewed AEC as a beneficial initiative. Through AEC, the companies may export their
products to other ASEAN countries easier and therefore should have a larger potential
market. However, certain companies viewed ACE as a threat because products from
other ASEAN countries may be easily imported to their country. Many companies agreed
that new and efficient manufacturing technologies as well as well-connected intra-ASEAN
transportation system will benefit the companies.

To estimate the impact of the iron and steel industry to the Thai economy, this
research further studies the effect of expansion of related industries which are
automotive industry, construction industry, and transportation service industry using the
Input-Output method. The results show that the increase in demands of the automotive
sector may raise the market share of the Thai iron and steel industry by 25 percent
which is the highest impact compared to other sectors. The increase in demands of the
construction and the transportation sectors may raise the market share of the Thai iron
and steel industry by 3% and 1% increase in value, respectively. In the last section, a set
of proposed strategies for the Thai iron and steel industry is presented and can be
divided into six strategies consisting of 1) The development and provision of personnel

with expertise in the industry. 2) Infrastructure Planning in Thailand. 3) The promotion
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and support of investment in modern machinery. 4) The establishment of trade network
in the AEC. 5) The policy which increases the supply of raw materials and 6) The
Increasing role of the government in the industry development. The impact assessment

and the urgent strategies and future guideline are also provided.
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