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'GSB, BAAC to provide emergency loans

CHATRUDEE THEPARAT

The Government Savings Bank (GSB) and
the Bank for Agriculture and Agricultural
Cooperatives (BAAC) are set to extend
a total of 10 billion baht in emergency
loans to farmers and low-income earn-
crs as part of efforts to tackle the problem
of loan sharks.
According to Nathporn Chatusripitak, an
- adviser to Prime Minister's Office Minister
Suvit Maesincee, the two banks will lend 5
billion baht each to help small-scale farm-
ers and low-income earners who cannot
gain access to loans from other banks to
finance their emergencies such as medical
fees and tuition fees.
The move is aimed at helping 1 million

debtors stay away from oan sharks and
access formal financial sources.

The cabinet yesterday approved com-
pensation for the two state-1un banks in
case their loans turn sour.

The compensation will be part of the
Pubilic Service Account (PSA), which guar-
antees compensation to projects carried out
by the government in the event of losses.

The loan programme through the two
state-backed banks is part of the gov-
ernment’s integrated solution to root
out loan sharks, which is a top priority of
the government.

According to Mr Nathporn, under the
compeﬁsation scheme the government will
offer 100% compensation if less than 25%
of the loans default.

The government will offer 70% compen-
sation if 25%-37.5% of the loans become
non-performing loans (NPLs).

If more than 37.5% 10 50% of the loans
become NPLs, the government will pay 50%
compensation.

The two banks will cap their lending at
50,000 baht per borrower with a flat interest
rate of 0.85% per month or 10% a year with
a five-year term.

The banks also require at least one
person as the loan guarantor oI collateral.

The cabinei on Oct 4 last year approved
the GSB and BAAC to establish new husi-
ness units to offer loans to low-income
carners to address concerns about
loan sharks.

The two banks were also allowed to set

up separate accounts for the new business
units as an expenditure under the PSA.

The banks are allowed to exclude NPLs
incurred from the programme from bank
performance measures.

Earlier, the cabinet approved a spate of
meastires to tackle loan sharks, including
the nanofinance schemne, offering alending
maximum of 100,000 baht per borrower
and a ceiling interest rate of 36% a year.

The cabinet also approved GSB loans of
200,000 baht to individuals.

The government has amended the
Civil and Commercial Code to impose
stricter punishments on those who give
out lpans without the Bank of Thailand’s
supervision and charge interest rates above
15% per year.

Advertisements for loans are seen all over
Bangkok. PATTARAPONG CHATPATTARASILL
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REGISTRATIONS FOR WELFARE
ASSISTANCE TO OPEN IN APRIL

The Finance Ministry will accept registrations
from tow-income earners for welfare assistance
from April 3 to May 15, after which new welfare cards
will De given to those who gualify. \

The benefitsinclude financial assistance angd <
free bus and railway travel.

- Krisda Chinavicharana, director-general of the -
Fiscal Policy Office, said those whe had previgusly
registered for benefits should do so again to get the
new welfare cards.

Low-income earners can register at three state-
run banks: Krung Thai Bank, the Government
Savings Bank and the Bank for Agricutture and
Agricultural Cooperatives.
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he Prayut Chan-o-cha government
has made another attempt to tackle
poverty. It has announced a plan to
register more low-income Thais for
the “Govermument Welfare Registra-
tion Programme’, which was first put in place
last year to use as a darabase for disbursing
one-time cash grants at the end of last year.

As an incentive, the government has vowed
to give free rides on the BTS and MRT, free elec-
tricity and water below certain usage levels and
perhaps free accident insurance as well. Those
who already registered last year are required
to re-register and provide maore personal infor-
mation to the government.

Anyone who has ohserved Thai politics for
long enough will know that this is not the first
atternpt by a Thai government to create what
is known as a “database of poor people” In
the early 2000s, then prime minister Thaksin
Shinawatra also allowed "poor Thais” to regis-
ter themselves. However, this latest attermnpt is
different from Thaksin's one in that, this time
round, there is a combination of political moti-
vations by the junta government and the tech-
nocratic considerations of those in the Finance

Registering the poor to beat poverty

Ministry, as evidenced by their attempts 18
use various methods to screen out ineligible
peopie from the database. There was no such
attempt in the Thaksin era since it was purely
driven by politics.

Having a good database about poor peaple
can greatly help the government track and
tackle poverty. This is particularly useful under
the current trend of an overall government
budget deficit which automatically rules out
a universal approach to welfare and social
protection for yulnerable Thais. The data-
hase would enable a badly needed effective
poverty-targeting system. Wrong targeting
would exclude the eligible, actual poor indi-
viduals, while including the ineligible who
are not poor enough to receive support from
the government.

This is all much easier said than done.
Determining who the poor are is a difficult
process in general and it is much harder for
countries with large informal sectors such as
‘Thailand. With the small number of taxpayers
and large portions of the poor working and
living in the informal sectors, the Thai gov-
ernment cannot track the incomes of poor
people in the existing system. Also, incomes
of people who work in the informal sectors are
hard to calculate. For these two reasons, we,
while admiring the efforts by the technocrats
in the Finance Ministry, really doubt that the
government can come up with a good database
by way of self-reporting.

Yet, there is an alternative path to creating a
good database of poor peaple. The first thing
that the government should do is to combine




many datasets, gathered by rumerous gov-
ernment agencies, which include varipus
categories of vulnerable Thais: small farmers
with no land, the disabled, the ill, elderly with-
out caregivers, orphans, single parents with
low incomes and insecure jobs for example.
Thus far, these datasets are scattered and no
attempts have been made to synchronise and
merge them. When this “good” database is pro-
duced, we can create a decent "poverty map”
that would help the government to reach the
poor much better than is the case currently. For
one thing, the poverty map would help ensure
that state budget is allocated more efficiently
as it would know which areas have more poor
people and need more support.

Second, the government should set up sup-
plemental poverty criteria which consider fac-
tors that can be verified easily, much easier
than trying to detect whether a person is telling
the truth about his or her income. For example,
the government can use housing conditions or
the number of cars that a household owns in
order to check their eligibility.

Third, the government should consider
incorporating big data to create the poverty
map. Using big data would reduce the costs of
the surveys the government needs to conduct.
Also, it would make the data more reai-time. A
study by the TDRI has shown that some data,
such as mobile phone calls, have decent poten-
tial to contribute to the poverty map as they
display a high correladon with poverty.

Fourth, how the government gives support
to poor people is also important. In-kind ben-
efits such as BRT and MRT free rides, for which

the government is planning to use the data-
base, would benefit only low-income dwell-
ers in Bangkok. But our research has shown
that poor people in different areas, such asin
urban versus rural areas, experience different
dimensions of poverty, and hence have differ-
ent needs in order to overcome their own chal-
lenges. Giving cash 1o the poor would serve
their purposes better. A second-best alterna-
tive is so-called “self-targeting” the poor, where
the government provide free access to goods
or services that low-income individuals would
tend to use more than rich individuals. Obvi-
ously, free rides on the MRT and BTS do not
fit this category, as they only incentivise morg
"non-poor” peaple to register on the systen:
only to receive this benefit.

Most important of all, giving support does
not guarantee that the lives of poor people will
be betterin the long run. If done carelessty we
might fall into a “populism trap” once again,
and the poor would be chronically depend-
ent on the government for help. Instead, the
government should aim to bring people out
of poverty by inducing structural changes
and enhancing opportunities to improve
low-income individuals’ conditions, the most
important of which is to improve education
access and equality for all.

Somchai Jitsuchon, PhD, is research director for
inciusive development, Proudfong Chamornchan
and Xantaphon Amomrat are researchers at the
Thailand Development Research Institute
(TOR). Policy analyses from the TDRI appear in
the Bangkok Post on alternate Wednesdays.
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FPO GRANTS PICO-FINANCE
LICENCE, WITH MORE TO (OME

The Fiscal Policy Office (FPO) has granted a
pico-finance ticence to one operator, while 11 other
informat lenders that passed inspection will likely be
granted ticences next Monday whena government
project to solve underground-debtt problems is
launched.

The pico-finance licences allow operators to col-
lect interest on small loans at no more than 36 per
cent perannum.

Krisda Chinavicharana, FPO director-general,
said the government wanted to have pico-finance
operatorsin every province, as the licences permit
the holders to extend koans in their own province
only. .
Sofar, about 80 informal lenders have applied
for thelicences. Thelicensing of such operators is
aimed at providing an additional means for the poor
to gain access to capital. ‘
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URGENT PROBE INTO PAYALL
FOLLOWING BOT COMPLAINT

The Commerce Ministry will urgently investigate
the reliability of Payall Greup, as the cormpany has
not submitted an account balance for the 2015 f|s—
cal year.

The move comes after the Bank of Thailand
filed a complaint with the Economic Crime Division,
atcusing Payall Group and its president, well-known
star Film Ratthapoom, of operating e-money servic-
es without a proper licence.

Bangjongjitt Angsusingh, director-general of the
ministry's Business Development Department
(DBD), said Payail Group, a registered company, had
a Trustmark certification for e-commerce business.
issued by her agency.

The DBD Trustmark confirms the identity of an
e-commerce business, whether it is an individuat or
an entity that does business or trading of goods or
services by means of electronic media through the

‘ Internet.

Thisis to guarantee the trustworthiness of such
enterprises, assuring consumers that the business
operates with a clear address and background and
that goods and services are being purchasad froma
certified website.
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