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Long-term structural issues
hobble Thailand’s growth

WICHIT CHANTANUSORNSIRI

Thailand's economy has been mired in
a prolonged period of low growth.

The economy before 1997 grewatan
average rate of 7%, then fell to 3% after
1997. From 2012 to the present, growth
has failed to average 2%, largely attrib-
uted to low investment,

Before 1997, investment comprised
40% of GDPE, but after 1997 it dropped
to 20-23%.

For 2026, the Bank of Thailand and
Siam Commercial Bank (SCB) fore-
cast economic growth of only 1.5%,
marking the weakest performance in
three decades, excluding extraordinary
shocks such as the 1997 Asian finan-
cial crisis, the historic floods of 2011
and the Covid-19 pandemic in 2020,
when economic growth was abnor-
mally depressed.

Low economic growth is not a tem-
porary problem — it has become a
structural issue that will require a long
time ta resalve.

One obstacle is the slow pace of
development in digital technologies
and artificial intelligence (AI), which
are the foundations of modern indus-
tries, resulting in a shortage of modern
worlkforce skills.

In addition, Thailand’s demograph-
ics have transitioned into an aged
society, which will likely result in
labour shortages.

According to the National Economic
and Social Development Council
(NESDC), Thailand became an aged
society in 2024, with around 14 million
people 60 or older, representing roughly

Thailand cannot
progress far if

it continues to
have distorted
structures

and weak
institutions.

SUPAVUD SAICHUEA
Chairman, Naional
Economic and Social
Development Counci

20% of the population.

By 2033, the elderly population is
expected to reach 28%, moving Thai-
land into the ranks of a “super-aged”
society.

The structural problems resulting in
low growth prompted Prime Minister
Anutin Chamvirakul to remark a few
months ago it is a “nightmare” for the
nation’s economy to grow more slowly
than Vietnam, a country that once
trailed Thailand.

Mr Anutin said Thailand has many
advantages, particularly its geographi-
cal position, that can help it become a
regional trade hub.

He emphasised the need to revive the
Thai economy, increase employment

and promote domestic investment to
build a stable tax base for the govern-
ment, which is necessary to support the
financial burdens of an ageing society.

Finance Minister Ekniti Nitithanpra-
pas said national reform is needed to
address structural problems, requiring
investment in future industries such as
digitaltechnology, Al and data centres,
as well as clean energy industries.

Mr Ekniti proposed the Thailand
Fast Pass initiative to reduce obstacles
to obtain permits from government
agencies, enabling projects thatalready
received Board of Investment promo-
tion approval to proceed to actual
investment more quickly.

He said hundreds of billions of baht
in investment are expected to gradually
flow into the economy this year.

Private banks such as SCB also see
structural reform as crucial for enabling
Thailand to escape the trap of persis-
tently low economic growth.

Yunyong Thaicharoen, chief econo-
mist and sustainability officer at SCB,
said the structural factors affecting
Thailand's economy are not temporary.

He said economic reform is criti-
cal, such as removing regulations that
hinder investment and creating new
S-curve industries for the country —
efforts that will require time and coop-
eration from all sectors.

Most importantly, national reform
cannot succeed without political com-
mitment from various political parties,
said Mr Yunyong,

Meanwhile, Supavud Saichuea,
chairman of the NESDC, said Thai-
land cannot break free from the
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middle-income trap to achieve high
economic growth without addressing
the entrenched structural problems.

Thailand’s economic growth has
registered less than 5% since the 10th
National Economic and Social Devel-
opment Plan (2007-2011), remaining a
middle-income country while its com-
petitiveness continues to decline.

He said Thailand’s competitiveness
ranking, asassessed by IMD, has fallen
to 30th out of 69 economies, down five
spots from 2024,

In particular, government efficiency
declined by eight spots to32nd, marking
the sharpest drop in a decade, reflecting
the structural constraints holding back

Thai growth potential and undermining
confidence among the private sector
and the public, said Mr Supavud.

Thailand cannot progress farifit con-
tinues to have distorted structures and
wealk institutions, he said.

Mr Supavud outlined the deeply
entrenched problems Thailand
needs to address for the country to
move forward.

1. Outdated regulations and laws that
do not support competitiveness;

2. Weak rule of law, which raises
unnecessary costs and diminishes the
country’s credibility;

3. Carruption that undermines trust
and productivity;

4. An unstable democracy prevent-
ing the creation of open and fair rules,
affecting investment confidence and
promoting market monopolies;

5. Declining public sector efficiency
and a bloated bureaucracy, including
a budget system that is not linked to
results and a narrowing fiscal space.

Danucha Pichayanan, secretary-
general of the NESDC, noted since
2009 Thailand has faced multiple eco-
nomic shocks ranging from trade wars
to the pandemic, and the country has
never returned to pre-crisis economic
growth levels.

The main factor holding Thailand
back is structural problems, he said.
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Thailand’s Finance Ministry and
Central Bank set inflation target
at1-3 percent

By Pamays Mail January
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PATTAVA, Thailand — Thaliand's Fnance Maisty and M Bank of Thailand have reaflimed
T ComMEmEnt Lo & madium-lerm monatary policy TEmewon agating naadling infaticn
wihin a range of 1-3 peicant, as part of coordinaled efonts D Support suslainabla aconomic
growih

Ving Vicetsiswannapbum, Deoctor-Ganesal of e Fiscal Policy Office and spokasparson far
ihe: Financa Ministry, said the Gabinat has appoved the medium- tarm monatary poboy
tmrget ard tha targ ot for 2028, The framework represents a jont agreament betwaon the
Bdonstary Policy Committes (MPC) and he finance minsber, in lme with Section 268 of the
Bank of Thailand Act

Unador 1ha agreament, hosdsng infialion of 1-3 pareent will romeas) fha medum-lanm targot
with policy In 2028 focusad on gradually stearing inflation back into the tarped ranga while
pravanting dafation or & prefonged period of tegati inflation driven by baoas-basad
dechnes i goods and service prices

Tha minisiry sad the mflation argal has Proven appropeae nomaniaining pnoe stabity n
the past, halping anchor medium tarm mAation sxpociations whilo remainmg foxibéa anough
o ahsorbh wolatiity from extemed fectors and supply-side shocks.

Tiea Finemce hiinisiy and the Bank of Thailand will continue o coordnate fiscal and
FIMELAY DOlCy B0 SUBROTT SCHNHIIE R i line With Thaiand's potental and to gusns
mslion back ioward largal kyvels. konetary palicy will focus on mainiaining price stability
alongaide sustanable aconomic expansion and financial system stability undes the fexible
st ion targoeding framework

Autharilies said policy fooks wil nclede a combinetion of ihe paficy Inerasd rele and agebed
financidl mansEas i address ausehok! dabt and suppor naw lending. strangthaning tha
tramcmissicn of monetary policy (o the real economy

On monitonng and accounkabiity, the MPC wil issue an open lether to the fimance menister i
headline siflalion. based on a 12-month avesage or 12+mondh forward peojechon, moves
oulgice he medivm-lenm lagel ange. [T nfkkaion @maing eulside me tEget, T MPC wil
provcte UpE1ES aveny GiE Manths

Should inflation contemue to deviats Brom the tengat, tha Finance Minisiry, the Budget Burau,
the Mational Economie and Social Developmant Counc, and the Bank of Thailand will hold
point discussions (o determine appropeate comactive measwes, with progress reperts

suomittad 10 e Catmel on & quansy basls, stcoding 19a Cabinat resalistion dated Dec
Al TA)
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Headline: Online shopping imports face full tax

COMMERCE

Online shopping imports face full tax

MONGKOL BANGPRAPA

Thailand yesterday began collecting
taxes on all imported goods bought
online, a move the government says will
create “a level playing field” between
local and imported cheap products.

Deputy government spokeswoman
Lalida Persvivatana said the measure
ends a long-standing tax exemption on
goods valued at under 1,500 baht pur-
chased directly from overseas vendors
via e-commerce platforms.

From now on, all applicable import
duties and value-added tax ( VAT) will
apply to the very first baht of a product’s
value, she said, adding the change is
intended to reduce unfair price gaps
between local businesses, especially
SMEs, and low-priced imported

products that previously entered Thai-
land untaxed.

“This measure helps create a level
playing field, improves transparency,
and ensures imported goods comply
with Thai laws and standards,” Ms
Lalida said.

Some price adjustments are
expected, particularly for fashion and
clothing products, which may increase
by around 20-30%, while other goods
will vary depending on each product’s
tax rate.

Currently, over 97% of imported
online goods already have tax auto-
matically calculated and included in
their displayed prices on major plat-
forms, meaning buyers can continue
to pay once and receive delivery at
home without handling tax payments

at customs themselves.

The Customs Department has
coordinated with major e-commerce
platforms, including Lazada, Shopee,
TikTok, Shien, and Temu, to strengthen
the screening of imported goods.

Products failing to meet Thai Indus-
trial Standards Institute or Food and
Drug Administration requirements,
as well as illegal items such as e-cig-
arettes, will be removed and banned
from import.

Customs Department director-
general Phantong Loykulnanta said
that last year alone, imports valued
below 1,500 baht amounted to around
30 billion baht, from about 150-160
million items. The policy is expected
to generate roughly 3 billion baht in
additional revenue, he said.
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Election puts new rules in limbo

New poll adds to government’s fiscal uncertainty, writes Wichit Chantanusornsiri

n 2026, several taxes are in the Finance

Ministry's pipeline that will affect salaried

employees, the public and businesses.

However, following the dissolution of par-

liament by Prime Minister Anutin Charn-
virakul on Dec 12, several tax measures may be
repealed or amended, or may require decisions
by the incoming government.

These include reforms to personal income
tax deductions for long-term savings invest-
ments, the top-up tax, proposed increases in
excise taxes on diesel and gasoline, reworked
cigarette excise taxes, and a measure to abolish
the import duty exemption for goods valued
less than 1,500 baht,

All imported goods, regardless of origin, valued at less than 1,500 baht are expected to be subject

classifications, starting from this year.
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The Anutin administration revised the tax
deduction framework for investment expenses
intended to support retirement savings.

Under the current system, salaried employ-
ees seeking tax deductions may invest in retire-
ment mutual funds (RMFs), annuity life insur-
ance policies, or participate in provident funds
(PVDs) through employer contributions, with
investment expenses in each category eligible
for tax deductions.

However, the deduction limits differ by cat-
egory. For example, expenses for annuity insur-
ance premiums are deductible up to 200,000
baht, while the combined deduction for RMFs

Y =
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to import duties according to their respective tariff
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and PVD contributions is capped at 500,000
baht.

Under the new structure, implemented
through an accountknown as the Thailand Indi-
vidual Savings Account (TISA), deductions will
no longer be separated into multiple categories.

Instead, taxpayers can choose their pre-
ferred investment instruments, with total eli-
gible investment expenses deductible up to a
single consolidated cap of 800,000 baht. Eligible
investments may include RMFs, annuity insur-
ance, PVDs, the Government Pension Fund,
debt instruments, Thai ESG funds, infrastruc-
ture funds, and similar assets.

The method of calculating the tax deduction
was also changed — instead of using individual
tax brackets, a multiplier is applied.

Those with an annual income of less than
1.5 million baht are allowed to multiply their
investment amount in TISA (up to 800,000 baht)
by 1.3 times to determine the tax deduction they
receive, capped at 1.04 million baht,

For those with an annual income of more
than 1.5 million baht, the investment amount
is multiplied by 0.7 times, with the deduction
capped at 560,000 baht.

In addition, the Revenue Department plans
to exempt personal income tax on interest,
dividends, and capital gains earned in a TISA
account, for investments of up to 200,000 baht,
such as government bonds, bank deposits, or
direct equity investments.

The TISA scheme was intended to take
effect from January 2026. Now the programme
will depend on the discretion of the new
government.

TOP-UP TAX
Thailand is implementing the top-up tax in
accordance with international agreements

aimed at preventing tax base erosion and profit
shifting as a result of levy competition among
countries that lower corporate income tax rates
to attract investment.

A global minimum corporate taxrate of 15%
was established. Ifa multinational group's effec-
tive tax rate across its group falls below 15%, it
must pay the difference as an additional tax.

The Revenue Department is issuing organic
laws, including rules on tax calculation and
filing requirements.

Some regulations remain pending, but the
taxis expected to be collected starting this year.

However, several issues require further con-
sideration. For example, this law would prevent
the Board of Investment from granting certain
investment promotions, such as corporate
income tax exemptions.

As a result, the authorities are considering
alternative forms of investment promotion
such as providing subsidies to targeted indus-
tries or activities. Yet these measures cannot
be designed in a targeted or selective manner
because it would conflict with Organisation

News ID: C-260105001007 (5 Jan 26/02:19)

for Economic Co-operation and Development
(OECD) principles.

Instead, they may be implemented as broad-
hased measures applicable to all entities that
meet the specified criteria.

ENERGY LEVIES

The Excise Department plans to raise excise
taxes by no more than 1 baht per litre from 7.44
baht per litre for diesel and 7.50 baht per litre
for gasoline.

However, any increase in excise taxes on
petroleum products would be subject to a condi-
tion that it must not affect consumers by causing
retail fuel prices to rise. Under this approach,
the Oil Fuel Fund would absorb the additional
tax burden.

In addition, the department has alternative
options in cases where petroleum excise taxes
cannot be increased, as the Qil Fuel Fund still
bears the burden of subsidising gas prices.

In such circumstances, the department may
optto implement a carbon tax. Under the cur-
rent legal framework, the carbon taxis setat 200
baht per tonne of carbon, equivalent to about
0.50 baht per litre of fuel.

The department also has the authority to
increase the carbon tax rate beyond this level.

CIGARETTE EXCISE
A revised cigarette excise tax is also in the
pipeline.

The current cigarette excise tax is structured
under a two-tier rate: cigarettes with a retail
price of 72 baht per pack or less are subject to a
tax of 25%, while those with a retail price exceed-
ing 72 baht per pack are taxed 42%.

This structure has encouraged manufacturers
to focus on producing lower-priced cigarettes.

The Excise Department’s proposal calls
for a single excise tax rate, regardless of the
retail price.

IMPORT EXEMPTIONS
Thailand is scheduled to impose import duties
on goods valued at less than 1,500 baht (the
de minimis value) starting on Jan 1 this year to
create fair competition for domestic businesses.
All imported goods, regardless of origin,
valued from 1 baht upward are subject to
import duties according to their respective
tariff classifications.
The measure is estimated to generate 3 billion
baht in additional customs revenue, based on
import values of items priced less than 1,500

baht that were previously exempt from value-
added tax (VAT) and import duties.

In July 2024, the Customs Department began
collecting VAT on imported goods valued atless
than 1,500 baht, which increased its VAT revenue
by 2 billion baht, though import duties did not
apply to this category of goods.

MEDIUM-TERM FISCAL PLAN
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In addition, the Finance Ministry incorporated
tax reform into its medium-term fiscal plan for
2027-2030, covering all three tax authorities.

For the Revenue Department, the plan calls
for reform of the personal income tax structure
and a review of certain deductions to enhance
fairness, which should increase revenue by 45.8
billion baht per year.

In addition, an outbound travel tax is pro-
posed, generating 12 billion baht per year.

Implementation of the top-up tax under a
2024 emergency decree is expected to generate
8.4 billion baht per year, inline with Pillar Two of
the OECD Inclusive Framework on Base Erosion
and Profit Shifting.

For the Excise Department, the plan calls for
anincrease in excise taxes on gasoline and diesel
by 1 baht per litre from the current rate as of
November 2025, generating additional revenue
of 33 billion baht.

Higher rates for "sin taxes” on alcohol and
tobacco are estimated to generate 5.45 bil-
lion baht.

Meanwhile, environmental tax reforms,
including the carbon tax, are expected to gen-
erate 6 billion baht.

Taxes on products harmful to health are fore-
cast to generate 320 million baht.

Regarding the Customs Department, the
medium-term fiscal plan calls for the abolition
ofthe de minimis import duty exemption, gen-
erating 3 billion baht in additional revenue.

In terms of other government revenue, a
shift from petroleum concession contracts to
production-sharing contracts is expected to
generate 71.3 billion baht, with licensing fees
adding 12.9 billion baht.

The global
minimum corporate
tax law would
prevent the Board
of Investment
from granting
certain investment
promotions, such
as corporate
income tax
exemptions.

BOARD OF INVESTMENT
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