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In the pagt two decades, intrarregiond trade among developing countries has been growing rgpidly due to the
expandon of internationd production fragmentation, i.e, crossborder digpersion of production of parts and
components within verticdly integrated production chains. This has been an important phenomenon within
productive integration in East Asa. Many papers have reported and confirmed these facts, such as Kimura and
Ando 2005, Athukordaand Y amashita 2006. Jepanese FDI in the region has long played an important rolein the
agglomeration or indugtrid dugtersin severd countries. In other words, MNEs are lead firms and in this process of
‘divison of labour’, they chose to locate their manufacturing activities according to comparative advantege. The
intrarindustry trade for Eagt Adan countries, particularly in machinery parts and components, has been increesing
sncethe1990s

This research examines the pattern of intrasindugtry trade between Thailand and key partners during the past two
decades, based on UN Comtrade database. Research findings on trade integration found that intrasindustry trade
(in automotive indudtry) among ASEAN members has been increasing. In addition, Thailand has strong trade
linkage with Japan. Aninteresting cheracterigtic for Thailand trade isthat Thailand hastrade surplusin automotive
products but deficit in automotive parts. This shows that Thailand is a production and export hub in ASEAN and
procures parts from the Jgpanese internationd production network within ASEAN and extraASEAN. While other
countries, such asMdayda, Indonesia, the Philippines and Vietnam have trade deficit in both automotive products
and automotive parts. Thismay reflect the different satus of indudtria development.

Japanese carmakers have invested extensively in the region, hence, we can expect an increasing of intrarindustry
trade among countries. Research findings confirm this fact. We found that, during 1992 and 2010, the structure of
trade between Thailand key trade partners ASEAN+6 (which indude, Indonesia, Philippines, Mdaysa, Vietnam,
China, South Korea, Jpan, Indiaand Audrdia) has changed from one-way trade to be mare intra-industry trade.
In addition, within the intrasindugtry trade, we obsarve a different pattern. For automobile products, mgority of
intracindustry trade is “horizontd” intrasindustry trade.  However, in automotive parts, the pattern has shifted to
become more “verticd” intrarindustry trade type, meaning thet Thailand’stradein different qudity of product with
trade partners. For ingance, Thailand may import high vaue parts from Japan (such as engine or dectronics part)
but export smple parts to Japan. At the same time, Thailand may export autoparts to Vietnam for domestic
assembly, whileimport low va ue-added or labour-intensive partsfrom Vietnam.

Although trade pattern has evolved in this trend, the tsunami in Jepan and the wordt flood in Thailand in 2011
may change the future investment policy. For example, in Thailand, new automobile and autoparts firms may
choose to locate in the region that is unlikely to flood. It is dso possble tha new invesment may go to other
ASEAN countries and exchange products and parts. This processis gradudly changing and it may take sometime
to see how it will actudly evolve.
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