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Executive Summary

Not unlike the past, the Thai economic growth still very much relies on limited natural resources,
most of which are irreplaceable or slow to replenish such as coal, petroleum, and minerals. The increasing
scarcity of such resources resulted in their prices rising, pushing the costs of manufacturing upwards.
Moreover, the usage of these so-called “Brown Energy” resulted in adverse climate change and increasing
pollution. Therefore, the adoption of the idea of Green Economy, which focuses on developing renewable
or environmental-friendly energy sources, will result in the expansion of Thailand’s potential output as
well as sustainable social and economic development.

In spite of such tangible benefits, financial support for Green Economy in Thailand is still limited.
This could be attributed to a number of reasons. Firstly, most businesses, especially the small and medium
sized ones, still do not realise the long-term benefits of the transition to a greener and more cost-efficient
manufacturing. Secondly, financial institutions, be they Specialised Financial Institutions (SFIs) or
commercial banks, still do not have sufficient expertise to correctly assess the risk and viability of Green-
based projects. Last but not least, initial investment for such projects can be very capital-intensive, thereby
discouraging both the manufacturers and the banks to be involved in borrowing or lending in the first
place.

In order to kick start Green Growth in Thailand, it is imperative that the state be heavily involved
in funding and supporting the industries who are involved in producing alternative energy, or willing to
improve the efficiency and environmental friendliness of their manufacturing system. In addition, the
financial measures to support Green Economy should be administered via the SFIs, whose mission to
fulfill the gaps within the financial system and vast banking network make them the ideal institutions to do
SO.

The aims of this research are threefold. Firstly, to explore various financial measures to support
Green Economy via SFIs, with specific focus on the investment to increase the efficiency of energy usage.
Secondly, to analyse and assess the impact of the aforementioned measures. Thirdly, to develop the body
of knowledge regarding financial measures to support Green Economy, especially the investment to
increase the efficiency of energy usage.

There are both qualitative and quantitative aspects to this research. Not only was financial data of
SFIs analysed in order to assess their capabilities in supporting Green Economy, but the experts from both

the SFIs and commercial banks were also interviewed in order for the researchers to gain further insights
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into appropriate measures in supporting Green Economy. In addition, the Cost-Benefit Analysis model has
also been developed in order to quantify the benefits: both in terms of energy saved and pollution reduced,
of the transition to a greener economy. Finally, the researchers will propose policy recommendations
regarding financial support for the development of Green Economy by the SFIs, especially in investment
to increase the efficiency of energy usage.

The analysis of the opportunity and potential of SFIs in supporting Green Economy revealed that
the overall financial health of SFIs are sound, with virtually every SFIs being capable of supporting Green
Economy with varying degrees of capability and potential. The exception is the Secondary Mortgage
Corporate, whose limited mission restricted its ability to assist in this regard. As for the interviews with the
experts from both the SFIs and commercial banks, it can be concluded that both has supported Green
projects covering all types and sizes of business, with the focus on alternative energy enterprises such as
solar and wind power play and loans to increase the efficiency of energy usage. In contrast, the limitations
on Green Economy support are complicated loan granting process, inconsistent quantity and quality of raw
materials used as alternative energy, and high risk nature of the projects both credit and operation-wise. In
order for the state to support Green Economy, the experts suggest the use of quasi-fiscal measures like
low-interest loans and credit guarantee as well as fiscal measures such as tax incentives. In addition, other
measures like the establishment of one stop services to smooth the processes for the entrepreneurs and the
dissemination of Green Economy knowledge to the public should also be considered.

After the application of Cost-Benefit model to analyse the benefits pertained to the investment to
support green economy, it was found that total monetary benefits of such investment made in accordance
with Energy Conservation Plan (2014-2030) is 7.2 trillion baht, of which 6.5 trillion are direct benefits
from the conservation of energy and the rest (500,000 billion baht) from the reduction in Carbondioxide
emission.

Regarding the profitability of such projects, overall Benefit to Cost Ratio (B/C Ratio) was
calculated at 1.8, with individual B/C Ratio for each industry ranging from 1.2 to 3.8. In all, after taking
into account all sorts of benefits, investment to support Green Economy shall yield substantial returns.

With respect to policy recommendations, the researchers have advocated the following three
financial measures to support Green Economy; 1) Green Loan, low interest loans granted by SFIs with the
state subsidising the interest differentials. In addition, the interest rate of each loan will vary according to
its corresponding B/C Ratio. 2) Green Guarantee. This is in the form of loss guarantee by the Export-
Import Bank of Thailand (EXIM) should the green loan in question become delinquent. Moreover, the

Thai Credit Guarantee Corporation (TCG) will also guarantee loans to small and medium enterprise
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entrepreneurs who wish to gain access to green loan despite having insufficient collaterals. 3) Green Fund
involves using the Government Savings Bank (GSB) as the source of low interest fund for the commercial
banks to issue loans to support green projects. The state shall also be responsible for subsidising interest

differentials.
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