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Bol tasked with stimulus drive

' Somkid says services,
agriculture key forces

LAMONPHET APISITNIRAN
The government has ordered the Board of
Investment (Bol) to draft measures aimed
at promoting investment to help farmers
and the service sector, the key drivers for
generating economic growth.

As the government seeks to help Thai
farmers improve their income and quality
of life, such investment incentives could

boost Thailand’s farm product prices,
Deputy Prime Minister Somlid Jatusripi-
tak said without identifying specific meas-
ures to prop up agricultural invesunent.
The agriculture sector currently
accounts for 8-10% of Thailand's GDP.
The government also wants to foster
greater added value in the service industry,
as the tourism sector is one of the key forces
behind Thaitand's economic growth.
“The agricultural sector and services
industry are key drivers that can boost
Thailand's economy, [therefore} the gov-
ernment wants to push |investment] pro-

motion to support locals in both sectors,”

Mr Somkid said.

He said the
Thai govern-
ment also wants
to speed. up
investment in
the country
this half, while
insisting that
the Bol should
take more action
to attract a_nd
stimulate invest-
ment incentives.

Bol secretary-general Hiranya Suchinai
said the board will propose measures to
help farmers next month.

mkid: iming for
high-tech synergy.

“The Bol plans to link farmers, agricul-
ture and technology together, in which the
Bol will synergise with the Digital Economy

and Society Ministry to help local farmers
© by incerporating technology {into farm-
ing and production],” Mrs Hiranya said.

“The Bol expects 10 see a new investment
package [aimed at} helping local farmers
this year.”

Atpresent, Thailand has a tax incentive
policy to suppert and promote the new
era of Thai industries. The 10 industries
are next-generation cars; smart electron-
ics: affluent, medical and wellness tour-
ism; agriculture and biotechnology; food;
rohotics for industry; logistics and aviation;

¢ biofuels and biochemicgﬂ; digital; and

medical services.

Meanwhile, Mr Somkid said the gov-
ernment will meet representatives from
the Japanese government on Sept 11 to
discuss mutual cooperation and support
for small and medium-sized enterprises
{SMEs) from both countries.

“The Thai and Japanese governments

' will talk about gooperation to support

SMEs, the Eastern Economic Corridor
and the Thailand 4.0 policy, all of which
will move Thailand forward,” Mr Somkid
said, adding that Japanese officials also
plan to meet Prime Minister Prayut
Chan-o-cha.
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ECOROMY

World Bank ups Thai GDP forecast

PAWEE SIRIMAI

The World Bank has a more bullish view on Thai
economic growth, raising its estimate to 3.5% this
year and 3.6% in 2018 aiter a sttonger-than-expected
first half for exports and tourism.

“We raised the economic outlook for Thailand
for both this year and next, as the economy has
gained stronger recovery momentum recently,” said
Kiatipang Ariyapruchya, the World Bank's senior
economist for Thailand. )

In April, the Washington-based lender had main-
tained its forecasts for Thai GDP growth of 3.2% this
year and 3.3% in 2018. The revised forecast for this
year is on a par with the Bank of Thailand's view but
a bitlower than the 3.6% forecast by the Fiscal Policy
Office and the 3.5-4% predicted by the National Eco-
nomic and Social Development Board. '

Mr Kiatipong said strong growth in merchandise
exports and the tourism sector in the first halfled to
the outlook upgrade.

“We expect that this year’s growth will be driven
by external demand and the agricultural sector,
while domestic demand should be able to recover
in 2018 on improving household debt” he said.

The World Bank expects Thai exports of goods

and services (o grow by 2.2% this year, up from 2.1%
in2016.

“Supported by strong external demand, the econ-
omy grew by 3.3% and 3.7% in the first and second
quarter, respectively, exceeding market expecta-
tions,” Mr Kiatipong said.

He said the agricultural sector grew by 7.7% year-
on-year in the three months to March, due to rises
in both prices and quantity.

But domestic demand in the same period
remained weak in terms of private invest-
ment and private consumption, both of which
remained sluggish.

Private investment has been lacklustre in the past
fewyears, losing its status as an economic engine to
drive GDP growth.

“Private investment'’s contribution to GDP has
been decreasing from 40% paost-1997 crisis to only
18% now, due to structural bottlenecks and domestic
and global uncertainty,” Mr Kiatipong said. “Private
investinent is crucial for growth in the long term,
s0 a number of obstacles should be addressed by
the government.”

According to the World Bank Enterprise Survey,
firms cited political uncertainty as the main obstacle
weighing on investor sentiment.
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B raises GDP growth forecast to 3.5%

BUT THAILAND MAY TAKE 20 YEARS TO JOIN RICH LEAGUE, IT WARNS

WICHIT CHAITRONG
THE NATION | %
H

THE WORLD BANK (WB)yester-
day upgraded its 2017 economic
growth projection for Thailand to 3.5
per cent from 3.2 per centon health-
ier exports, but warned that at that
rate it may take more than 20 years
to join the high-income league of
countries.

Economic growth in Thailand is
gaining traction, with global growth
and the domestic recovery from
severe droughts revving gross
domestic product by 3.3 per cent in
the first quarter and 3.7 per cent in
the second quarter of this year, from
the same quarters last year.

This has caught the market by
surprise, the bank said.

Exports are a big factor, as are the

: recovery of the agricultural sector

and government spending, said
Ulrich Zachau, director of regional
partnerships at the World Bank.

Thebank predicts the world econ-
omy would expand 2.7 per cent this
year and 2.9 per for each of the next
couple of years, he added.

Kiatipong Ariyapruchya, the
World Bank’s senior economist for
Thailand, raised concerns overlong-
term economic development.

“Should the Thai economy grow
3.5 per cent annually, it would take
23 yearsto achieve high-income sta-~
tus, “he said.

His prediction diverges from the
government’s 20-year strategy,
which aims to reach the rich status
within 20 years.

Kiatipong pointed tosluggish pri-
vate investment, which has dropped
to 18 per cent of GDP from a peak of
40 per cent before the 1997 financial
crisis. : :

Private investment in other Asian
countries runs at 20-30 per cent of
GDP.

There is roem for increasing
investmentif Thailandliberalisesthe

service sector, allowing foreign
investors 1o take more than 49 per
centofequity in service firms, he said.

Thailand could graduate from the
middle-income country tobecomea
high-income ecountry in less than 20
years if the country could invest more
in services, improve the quality of,
education and speed up the devel-
opment of the digital economy, he
added. )

According to the World Bank, the
global digital economy is now worth
$11.5 trillion, equivalent to 15.5 per
cent of global GDP,

Randeep Sudan, the World Bank’s
adviser for digital strategy and gov- ¢
ernment analytics, said Thailandz
could leapfrog into the digital econ-
o]

mny.

“Thailand should focus on cyber
risk insurance, which would help
businesses and individuals protect
their data. -

Data have been exponentially
growth and itbecomes valuable asset




Zachau says the pace of digital
transformation will pick up if access to
guality education widens.

in digital economy. :
The recent wanna cry malware
attack has sparked interestin buying
" insurance protection among busi-
nesses, he said.
Thailand should encourage tak-

ing stock of data, assign value todata
and secure data assets.

Thailand ceould potentially
become a test bed and learning plat-
form for glebal insurance companies
in cyber-risk insurance, he said.

Few countries have started to
implement cyber-risk insurance, he
said.

The country needs to boost
Internetspeeds, whileembracingthe
“digital twins”.

A digital twin is a software model
of a physical thing or system that
relies on sensor data to understand
the state of the mind or system,
respond to change, improve opera-
tions and add value.

Digital Economy and Society
Minister Pichet Durongkaveroj gave
his assurancesthat bytheend of next
year, 75,000 villages across the coun-
try would be able to access broad-
band Internet as the government is
now installing fibre optic nationwide,

Currently 12,000 villages have
access to broadband Internet and by
the end of this year the total villages
would be 24,000.
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Worldlease set to meet target

SOMRUEDI BANCHONGDUANG

Worldlease Co Ltd, the motorcycle leasing
arm of CIMB Thai Bank {CIMBT), says it
will soon attain its full-year growth target
of 18-20% for new loans.

The firm has issued 1.7 billion baht worth
of new loans during the first six months, up
18% year-on-year, said its managing direc-
tor Thaveepol Charoenidttikhunpaisal.

Amid healthy loan growth during the
first half, the company’s non-performing
loans (NPLs) exceeded 4% of the 3.9 billion
baht in loans outstanding, slightly up from
at the end of 20186, as soft farm prices took
its toll on lower-income earners.

Monthly income of the company’s cus-
tomer base averages 10,000 baht, with a
credit line of 50,000 baht per borrower,
Mr Thaveepol said, adding that 90% of
the company’s 50,000-60,000 customers
are unbanked and do not have finan-
cial records.

“In the current economic circumstances,
our NPLs will continue to tick up but we will
limit these to ne more than 5% by the end
of this year,’ he said.

Worldlease has adjusted its internal
practices and tightened both loan approval

and debt collection processes, which have
helped its distressed debts to improve from
7% in 2015. ’

The company has also performed well
in terms of profitability with its first-half net
profit amounting to 172 million baht for the
January-to-June period. Its full-year profit
target is 200 million baht.

Mr Thaveepol said Worldlease plans to
expand into other loan products in order
to broaden its loan portfolio and diver-
sify risks. :

Worldlease is studying revelving pei-
sonal loans and an insurance broker service
for both life and non-life policies.

Under a five-year business plan, World-
lease aims to expand its loan portfolio to
10 billion baht.

Worldlease has also trimmed its cus-
tomer base from around 100,000 earlier to
50,000-60,000 now.

Despite its long-term business expan-
sion plan, the company will stay put with its .
existing 14 physical outlets, but it will largely
resort to electronic and digital platforms.

It currently has 270 user-operated
machines for motorcycle loans and is tar-
geting to increase the number to 500 by the
end of next year.
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TAXING FOR A MORE EQUA

e issue of fairness is an important

| aspect in our everyday life. The
conflicts that arise and the anger that

. permeates our society come largely from
. the perceived unfairness that exists when

we compare our lives to those of others
—- often in terms of income, wealth or
opportunities.

Interestingly, studies have found that
happiness is not really about how much
money you have in absolute terms,

‘but about how much you have com-

pared with your friends. Despite being
healthier, richer and better eguipped
with opportunities, citizens in developed
countries are not happier than their '
peers in the developing world. Political
surprises in the US and Britain last year
dramatically reflected this important fact.
A rising tide may have lifted too few

" boats. Since the global financial crisis in

2008, économic recovery has not reached
all levels of society and inequality contin-
ues to grow. In Russia, 74.5% of the coun-

: try’s wealth is controlled by the richest 1%.

In ndia-and Thailand, the top 1% own
almost 60% of the wealth, and the figure is
around 50% in Indonesia and Brazil.
While the rich and the upper-middle
class tend to be largely unaffected by
economic slowdowns, the same is not
true for the rest of saciety. If anything,
income distribution has become more
unequal in recent years. This has raised
the importance of “faimess” in political
discourse. While we all agree that fairness
is important, the meaning of what is fair

| differs widely among countries and even
. among different classes of a society.

Tax policy can help make a fairer
society. Tax revenues are used to finance
things such as transfers, health and.edu-
cation that support poor people, as well

. as to provide the necessary inffastructure
- that also helps to increase social équity.

What should a proper tax policy be?
Current political thinking about tax
systems does not systematically take into
account issues such as sustainability and
social equity. While there is an attempt at

the global level to enhance the growth-
friendliness of tax systems, sustainability
and equity factors appear to have lower
priority in the design of tax reforms.
Understandably, all countries need tax

revenues to support growth and therefore

may not take seriously the issues of
sustainability and equity. Asia-Pacific,
which as a whole has one of the world’s " -
lowest tax revenue levels, is particularly
ill-prepared for this task. _

In Thailand, the ratio or tax to gross
domestic product is only 17%, substan- ..
tally lower than both the developed
country average (26.4%) and developing .
counity average (21.3%). Lower ratios
than Thailand’s are seen only in the

Middle East and North Africa, where non- -

tax revenues more than compensate for
low taxes.

It should be noted that tax revenue in
Thailand is low not because of lower stat-
utory tax rates or because the tax systerm
is less progressive. Instead, the figure
reflects the size of the informal economy,
one of the largest in the world at around
68.7% of GDP. This type of economy,
which consists of legal productive activi-
ties, could contribute substantially more
to tax revenues, if properly administered.

Given the cutrent huge challenge of
ensuring sustainable public finances and
econormic growth, is it time to ask what
kind of tax policies we want? Can tax poli-
cies be designed to be fairer and create
a harmonious society, while enabling
economic growth at the same time?

" Intheory, a smaller and less progres-
sive tax systermn would promote economic
growth by imposing smaller penalties on

SUGIETY

earned income, saving and investing, but
it could also reduce redistribution and
harm those with lower incomes. A larger
and more progressive tax system with
larger benefit payments would reduce
income inequality, but it could also be
bad for economic growth.

Ini practice, experiences vary. Even
the US tax system, which is among the
maost progressive in the OECD countries,
induces less redistribution than most. |

So as always, the devil is in the details,
although there are many ways that tax
policies could contribute to a fairer
society.

For Thailand, given the low tax
rate and the huge size of the informal
econurny, reducing tax evasion and infor-
mal activity should probably be a central
.concern, rather than ineraducing higher
maEginal tax rates. -

Afiter all, high marginal tax rates on
income can slow down decisions to
invest and reduce incentives to de busi-

- ness. A higher tax burden also drives
~'the popularity of the informal economy.

Adopting lower corporate and personal
income tax rates and making'up for lost
revenue by applying these rates to a
broader base is a better choice for Thai-
land’s circumstances.

Other ways to recover lost revenue
are closing loophoies from jnternational
transactions of multinational enterprises,
setting appropriate taxes to reduce nega-
tive environmental impact, cautiously
raising more revenues from residential
property, and differerdiating value-added
tax rate structures to reduce the tax on
necessary goods.

Tax.reform, if properly designed, can
lead to a much more equal and happier
society. And the next rising tide will lift
more boats together. '

Dr Tientip Subhanij holds a PhB in
economics from the University of Cambridge,
and currently has a career in banking as well
as academia. She can be reached at
tien201@yahoo.com
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