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Prayut takes aim at loan sharks
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PM says lenders must
enter formal system

WICHIT CHANTANUSORNSIRI

Prime Minister Prayut Chan-o-cha has
vowed to crack down on [oan sharks, warn-
ing that police and military officers face
iminediate sacking if they are found to be

- involved with unscrupulous lenders. -

“l hope no one dares to challenge the
law from now on, no matter who you are,”
Gen Prayut saijd.

He said that if any police or military
ofticers are found 1o have been involved
with non-formal money lenders, either
lending themselves or acting as debt col-
lectors, they will, apart from facing crimi-
nal charges, be sacked immediately.

Gen Prayut delivered the speech to

more than 1,500 state officials and min-
isterial officers nationwide at the confer-
ence on the government’s comprehensive
measures to address the issue of non-
formal loans, which coincided with the
official launch of the state’s picofinance
scheme in Bangkok yesterday.

Prime Minister Prayut
Chan-o-cha presides
over an event intended
to solve the informal
lending problem and
eradicate loan
sharking in Thailand
at Impact Muang
Thong Thani. WICHAN
CHARQENKIATPAKUL

“We need to help ecach other to sort
this out,” he said. “l am saying here
today that non-formal loans are on our
national agenda.”

Gen Prayut said loan sharks must enter

" the formal system through the state's

picofinance scheme, as this is the only



period in which they can come tlean
before the government starts cracking
down on illegal lendets.

Picofinance is a state measure meant to
help lower-income earners access formal
financiat sources and avoid loan sharks.
The application period opened on Dec 1.

“We are offering you a chignce to register
yourself with the formal system and we
will not charge you for illicit lending in the
past,” Gen Prayut said. "It doesn’t mean
that you won't get your money back. The
loans are still there and the debtors still
need to repay you, but the interest charge
must be fair and comply with the law.

“Everybady knows that loan sharking
is a major issue facing Thai society,” the
prime minister said. “It is notan economic
problem, but it damages people’s lives and
is & major cause of social problems, even
though past governments have tried to
address the issue.”

Non-formal lenders reportedly charge

interest rates as high as 20% per month or
240% annually. Under the law, they face
a maximum prison sentence of two years
and a fine not exceeding 200,000 baht.

On Manday, the Finance Ministry
approved six picofinance licences from
107 applicants, mostly in the Northeast.
The six granted licences operate in Bang-
kok and the provinces of Kamphaeng Phet,
Yasothon, Phichit, Trang and Buri Ram, the
Fiscal Policy Office said.

Finance Ministry criteria require picofi-
nance operators to have minimum regis-
tered capital of 5 million baht and opera-
tions confined to a particular province.
They are permitted to lend for general
purposes and limited to loans of 50,000
baht per borrower at a maximum rate of
36% a year.

Apart from the picofinance scheme,
the Revenue Department also intends to
scrutinise tax records of the country's 100
largest non-formal lenders.
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Adapting Thailand 4.0 to
AN UNCERTAIN WORL

FOR SUCCESSFUL SHIFT TO HI-TECH ECONOMY. THAT INNOVATION MUST BE GEARED TO CONSUMER DEMAND

GEQRGE ABONY!
SPECIALTO THE NATION
4 )
hatland 4.0 is a comprehensive
I and ambitious long-term strategy
for improving the economy’s com-
petitive performance through innova-
tion-driven growth. It aims at develop-
ing advanced technology and skills to
produce high-value products and servie-
es for international markets. This strate-
gy faces two important challenges.

First, Thailand has lagged on tradi-
tional measires of innovation, such as
investment in research and develop-
ment. Past efforts to stimulate innova-
tion have had ltmited success.
Implementing Thailand 4.0 is thus likely
to be demanding, requiring significant
resources, long lead times and collective
effort.

Second, it will be implemnented in an
uncertain, slow-growth global economic
environment, particularly in the devel-
oped economies of the US and EU - tra-
ditional final markets for Thailand’s
manufactured exports.

A well-defined focus on relatively
taster growing Asian emerging markets
- especially Asean, China and India -

| could contribute greatly to implement-
ing Thailand 4.0. This requires a differ-
ent but vomplementary “demand side” -
perspective on innovation, less anchored
in *highest technology and skills” and
thus more accessible o Thai firms, espe-
cially SMEs. It also entails a different
perspective on consumers in Asian
emerging markets, and how best to serve
their unmet needs.

In recent decades Asian emerging
economies have achieved remarkable
growth. This reflected the regicn’s close
integration into the global economy via

* global value chains such as electronics.

Consumers outside the region, primarily
in the US and the EU, have driven this
growth. China has become the largest
market for the region’s manufactured
exports, importing around 50 per cent of
all Asia’s exports of parts and compo-

| nents. But this is mostly for final assem-

i bly of products such as iPhones for the
developed markets of the US and EU,

The exceptional past global condi-

* tions are unlikely to repeat in coming
years. The US economy’s tentative recov-
ery, coupled with the Trump administra-

. tion’s uncertain trade policy, make
doubtful its continued role as “market of
last resort” for Asian manufactures. The
EU is stuck in slow growth, and faced
with the uncertainty of Brexit. The dom-
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Prime Miister Prayut Chan-o-chais hosted by Indian counterpaft Narendra Modi far talks

_ in Daihi last June. Focusing on Asian emerging markets through demand-side innovation
could add an important dimension to “Thailand 4.0"
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inant German economy with its overde-
pendence on exports - 47 per cent of
GDP and highest trade surplus in the
world in 2016 - is fragile. [taly’s financial
crisis threatens German and French
banks, posing risks to the global financial
system,

Low-income consumers

Meanwhile for all the enthusiasm sur-
rounding the size of Asian GDPs and
increasing number of affluent house~
holds, the vast majority of people in
Asian emerging economies will likely
continue to be low income and low mid-
de-income in coming years.

China is an example of the region’s
“two-speed economies”. Average annual
per-capita disposable income in 2014

wave ovens that
tions for st
gdlobal
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was around 20,000 yuan, or Bt102,000.

But this is misleading. While household
annual per capita disposable incomes in
Beijing and Shanghat are over 48,000
yuan ($7,000), rural and urban house-
holds in interior provinces are earning
far less than the national'average. In
2030 Chinese consumer purchasing
power is likely to be still only around 22
per cent that of the US. In 2014, of
Asean’s approximately 158 million
househelds, around 10 million had
annual disposable incomes over
£25,000, 12 million $15,000 to 25,000,
36 million $7,500-15,000, and 100 mil-
lion with annual disposable incomes
below $7,500 (Euromonitor). While
incomes are expected to increase by
2030, the vast majority of Asean house-

holds’ annual disposable incomes will
remain under $15,000 ~ with most
below $7,500. In addition, income
inequality, fragmented markets and high
proportion of rural population will limit
consumer spending in the region.

Yet there exist considerable business
opportunities well within the reach of
Thai firms, including SMEs able to inno-
vate products, processes and business
models suited to Asian emerging market
consumers. 'This requires a different but
complementary approach to Thailand
4.0’s focus on cutting-edge R&D,
advanced technology and highly skilled
waorkers.

A “demand side” approach to innova-
tion involves user-driven creation of new
products, including adapting existing
technologies to local needs and con-
straints. For Thai firms, interaction with
poteatial consumers at early stages of
product development is particularly
important for understanding the needs
and constraints of the region’s con-
sumers. This is essential for suecessful
market-responsive product develop-
ment. Commercialisation then involves
investing in sales, marketing, distribu-
tion channels, services and business
models essential for reaching consumers
in fragmented lower-tier urban and rural
markets.

This approach to innovation, more
accessible to Thai firms, can lead to
products and services suitable for a
majority of the region’s consumers, or
frugal innovation. It may also allow scal-
ing up to serve global niche markets,
including developed economics, oF
reverse innovation. This requires focus-
ing on “breakthrough customer insights”
more than “breakthrough technology” -
and on “value for many” not enly on
“value for money™.

Focusing on Astan emerging markets
through demand-side innovation could
add an important dimension to Thailand
4.0. Tt involves a more modest approach
for supporting Thai firms, particularly
SMEs, in adapting existing technology to
serve unmet needs and local constraints,
innovating all along the value chain, and
addressing gaps such as financing for
carly-stage innovation and market
experimentation and learning. This
could lead to significant nearer term
pavofs, and support longer-term objec-
tives of Thailand 4.0.

DR GEORGE ABONYH, based in Ottava, is
visiting professor at the Macwell School,
Syracuse University, New York, andan
international consultant. s




