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Executive Summary

Since the free market system could not solve poverty and income inequality problems, government
has to play a role in income redistribution. This study proposes a workfare program through current personal
income tax system where citizens earning below a certain amount who are also actively working will receive
supplemental pay from the government instead of paying taxes to the government. This system is called
Negative Income Tax (NIT). Through NIT, tax system is not just about collecting revenues but also about
offering benefits to the poor. If all citizens should have equal opportunities to live a better life, NIT is a tool to
guarantee minimum income for all citizens, as well as to reduce poverty and income inequality problems.

In Thailand, although income inequality situation has been gradually improved during the past 10
years, the government welfare programs could not target at the poor due to limited database of who the poor
are nd where the poor live. Regrettably, the government has spent enormous amount of money in welfare
programs but has not yet utilised an existing tool of personal income tax system in improving the quality of life
of low income people, which NIT is able to offer.

The methodology of this study involves researching secondary data on NIT studies and experiences
both domestic and international. Nine countries (i.e., the United States of America, New Zealand, Singapore,
United Kingdom, Israel, Australia, South Korea, Sweden, and Canada) are selected to represent various forms
of NIT throughout the World. This_study then analyses and suggests the NIT system that is appropriate for
Thailand, considering our economic and social situations.

From the international experiences, this study found that NIT serves two major purposes. One is to
increase labor supply and another is to reduce income inequality. NIT systems of the nine selected countries
vary in eligibility requirements and payment structures. Transfer rate depends on many conditions other than
income such as marital status, number of children, age of children, and disability. In regard to NIT in many of
these countries, level of income and rate of transfer are categorised into Phase-in, Plateau, and Phase-out
intervals to create incentive for people to work more and to alleviate poverty effectively. Sweden, however,
has no Phase-out interval as the government has a goal of promoting work incentive. Most countries
implement NIT equally across their countries using the same eligibility conditions except Israel and Canada.

Main features of NIT in each country can be summarised as follows:
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13. Phase-out Existed
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This research suggests that the implementation of NIT in Thailand should begin with a simple system.
Since poor citizens still have very limited knowledge about filing personal income taxes, eligibility
requirements and payment conditions should not be too complicated for the ease of understanding and
administration. The recommendations for Thailand’s NIT are as follows:

® NIT should be transferred to each individual regardless of marital status, number of children, or
disability who are working and have income lower than 50,000 Baht per year.

® The person who will receive NIT must be older than 15 years old according to labour protection law.

® NIT should be implemented equally using the same eligibility requirements across Thailand.

® NIT should have all phase-in, plateau, and phase-out intervals. Since poverty and income distribution
problems are still rampant, NIT should also have a phase-out period to target low income people.

® The suggestion for maximum transfer is 5,000 Baht per person.

® NIT in Thailand will use the budget of approximately 70,000 million Baht per year, decrease the
number of poor people in Thailand by more than 2.4 million people or 28%, increase GDP growth

rate by 4%, and increase government revenue by 4.2%.

NIT
3 Poverty Line
(Baht/Year)
5.000 Plateau
Phase-in hase-out
2,500 1/3
0 r 1 I
0 15,000 30,000 50,000 60,000
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To conclude, this study recommends an implementation of NIT for Thailand which is a system
combining tax system with welfare system. NIT will provide an incentive to the poor to work more instead of
just waiting for welfare benefits i.e. changing welfare to workfare. NIT incurs low administrative costs as it
uses existing personal income tax filing system, which will help expand tax filing database to include poor
people. NIT is, therefore, an efficient and effective measure to alleviate poverty and income

distribution.
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1.1 Mnmazanudngueifa

“[Milton Friedman] was above all pragmatist, and he emphasized the superiority of the negative income tax
over conventional welfare programs on purely practical grounds. If the main problem of the poor is that they
have too little money, he reasoned, the simplest and cheapest solution is to give them some more. He saw no
advantage in hiring armies of bureaucrats to dispense food stamps, energy stamps, day care stamps and rent
subsidies.” (Robert H. Frank L%uﬁ;ﬂummmﬁmm Milton Friedman “Hﬂu The New York Times R1J1
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3.2.1 anuiluinves Independent Earner Tax Credit (IETC)
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15137 6: 831 BT IMNAN (Marginal Tax Tate) #azonT1N1HNRE (Average Tax Rate)
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11NN 320,000 20.0 0.150

1101: Inland Revenue Authority of Singapore (2012)
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131 Central Provident Fund Board (2012)
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111: Central Provident Fund Board (2012)

R ¢ a =~ ' Y v 2 A YAy Yo a
Tuntivginsanlunsdiveangugndiy (Bmployees) (M1 Y 1103910 AN 185 VU Touan
Q U p y @
1 1 < 4 0o Aa ~ FY [ aln ] @
Tasams wis d@aulugudnilugnane” Taaiorhidu Toungnaiglasuumaasununugismnusns,

[
= '~

A = 1 U ° 1 Ia 14 J
magyeIm by 1a IAAATITUAT ISWUI Jue9518 Tand1n1 20,000 avaarsdanTils (493,891 1) ae

S v ~ ~ I A o I a A . A I A 9
YoarimBmaseziluay Gldnvazilu@uTounse Negative Income Tax) dazazisuduuindiossla

] Y v
uauganNIelagana1n (93U g)

37

H Y H
vntwugn ldsutulousin wis  Wanua daaausgniagning (Employees) nuFNUsznougsnaaIudn

(Self-employed Persons and Informal Workers) ’t’)ﬁj‘ﬁﬂi vinasevas 82 : Sevay 18

59



U a

5171 8: s 1mB (Fns1dulon) malasams WIS nazoanmimasvesmutulaynnasssum

9 a2y
NI (J08a%)
0.2

0.1 /
da d
0 aeamsaenlls
\] \
\ N\
0.1 NN
)
S
(\Q
-0.2 N
-0.3
' ' ' ' a X A
— NONUD1Y 35-44 — NONDY 45-54 NAND1Y 55-59 — 1 101g 60 1 auly —ﬂ?glﬂu‘lﬁ}l}ﬂﬂﬁ'ﬁiiuﬂﬂ

1Y

= ° g
ny: mmmTﬂﬂﬂmz AR

3.3.3 NavaalAsaNs WIS
Y Y
1) wagumsnszaeiela

. . 2 ' % 9 A A Y
Amoz Hor Jin Yi tagzang (2012) Anpanuan ms 1y lassadinbtuldyanasssualu

sasnmihludeallsvildseldvesnguauiiegly Decile 93 5310 USudranas Taaiiieosieldoa

=2 Y

2 < = = 2 A a o 9 Y A 1 . A
mﬂmﬂ@mmamquu 1umm3mm1@umﬂ1ﬂﬂmi WIS ‘VHE],WﬂEJUlWUfNﬂuVIE]QGlu Decile 11 1ag 2

U
9
A X

A
INUYU (AN1T1N 9)

U

60



ms19h 9: mERuldyanasssuawazduleuiildsuain Wis vesyanaluunazyusiala

ni7e: avaas asa iy

Decile el miyanasssumidesds | Aulewuildsuon wis
1 TaisAn 12,000 0 -825
2 12,000 - 23,999 0 -300
3 24,000 - 35,999 484.45 0
4 36,000 - 47,999 1,843.14 0
5 48,000 - 59,999 4,086.95 0
6 60,000 - 71,999 6,470.46 0
7 72,000 - 83,999 9,001.28 0
8 84,000 - 95,999 12,968.37 0
9 96,000 - 107,999 16,790.63 0
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3.5.1 aNniluaNves Earned Income Tax Credit (EITC)
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~ d‘d g’; J A a = a A 9 o ) ]
2) NTUYANANVLYA TN 3 ﬂumu”lﬂmamqmu 55 1 uazmw"lﬂmﬂmimqmﬂimﬂumq

E]

21,720 — 71,640 Shekels Aol (176,051 — 580,678 11N)

§yuU1avasueadz1eNu Tou EITC 9109 3 1hou Ao Jufl 15 un51aw, 15 wiiew, 15 nsngiau

1ag 15 ga1nn voannil (Bassok 2008)

2 v v v
“yuniilgeaswanalasy 1 Shekels = 8.1 UM (Sagwanlagy a1 FuN 7 UATIAN WA 2556)
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7111: Bank of Israel (2010)
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(305,415 - 407,545 Un)

3,480 Shekels
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UIUEUAIN

50,280 — 65,400 Shekels

(407,545 — 530,100 1290)

i3UA1IN 3,480 Shekels
(28,207 110) anad lauda
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a ~ [ v &
msau Taieaaniiosniiy (Brender and Strawczynski 2006)

‘ﬁu1ﬂ1iﬂﬁNaﬁin’t’]ﬁklﬁjﬁﬂ‘HTﬂﬂﬂuﬁﬁN Earned Income Tax Credit in Israel:
Designing the System to Reflect the Characteristics of Labor Supply and Poverty
: I a = 2
é]?\‘ll,ﬂuﬂ1i'é)f)ﬂl,L’U“lJiJW]‘iﬂﬁLﬂiﬂG]ﬂT]el Iﬂﬂlﬁllinﬂﬂ1i@ﬂﬂllﬂﬂﬁflﬂﬂ?ﬂﬂi$%1%u
A 9 ] 1 oA ] I ~ Y o ~ A 1 =
LW’E]IWTIETU’JT]J‘E%]HGBHﬂQMﬂiJﬂﬁWiJuW%ZlﬂJ‘Ll‘i/]%3L“1111/]1\11H3J1ﬂ1/]%j@1ﬂf]ﬂ€j%1ﬂ BN
2 Y Y o J o

'iwamu‘lmﬁu@gmmmm EITC Tﬂﬂ“lwamﬂmmmmmzmmuym (Brender

and Strawczynski 2006)
SyanIUNguueNIATNS EITC taziing 14y

A ¥ ' ) A Aa ) o A
UIMINII EITC Liﬂi%iuﬂgﬂgﬂﬁﬂﬂ (Employees) 11& 4 UDNNUNITITNIUN 7D

Lﬁi’N Ashkelon Hadera Jerusalem 191 Nazareth

ﬂéuﬁjﬂizﬂ@ﬂﬁiﬁﬂﬁﬁuﬁﬁ (Self-employed Persons 482 Informal Workers) Tu 4
iWeedanaawsnsaulasams EITC lamudeanungugniie (Employees)

(Wrobel 2010)
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3.5.2 sUuuusazHANDAMIYEe EITC

1) 3Usuuves EITC
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A d' o a1 a 9 1 L=} [
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NN 3 10U AD NelwAeUNNIIAY WHIY NINHIAY LAasAaINy MU ammuiamzu 3 B A INNUY

(Phase-in) A9N (Plateau) ttazanay (Phase-out) (Worldwide-tax 2012)

2) nannaenlumslasutulou EITC
2.1) N3 alodeluiios Ashkelon Hadera Jerusalem (48 Nazareth

211) ngugnit (Employees) wiedilszneugsnuesiifiony 21 Tiu i
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3.5.3 MIUIHI59aM3 EITC
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MU NUNINENUTM59AMS EITC Sidall (Frugal and Kosher 2012; Isracl Tax Authority 2012)
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3.5.4 YodazUona8udd EITC
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1) EITC 190a08191108 2 15213 A3l (Bank of Israel 2010)
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gnTou ldsnuenaungeiosas 40 gamedndae
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the experience and findings to date, it can be stated that EITC is a focused and effective tool that raises the level of income of

the working low-paid population, and helps to improve the situation of families.” (Flug no date)
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3.6 NIT Jwilszimasoansiag
3.6.1 AN uanved Family Tax Benefit (FTB)
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1l 15: sanmsnenulunmald luraeszrinng) w.a. 2551 - 2555

SOUTH KOREA UMEMPLOYMENT RATE
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3.8 NT lulszmaadian
3.8.1 anwilunved Earned Income Tax Credit (EITC)
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M3199 15: gAINMIMHIM EITC Ya3aau

| [11d910M39191% (Earned income: E) gAIM I

2550 0-0.79 BA Max [ 0, (E - BD) * {]
110N71 0.79 BA - 2.72 BA [ 0.79*BA + 0.2*( E - 0.79*BA ) - BD ]*t
11NN 2.72 BA [1.176*BA - BD ]

2551 0-0.91 BA Max [ 0, (E - BD) * t]
110N 0.91 BA - 2.72 BA [0.91*BA + 0.2*(E - 0.91*BA ) - BD )*t
11NN 2.72 BA - 7.00 BA [ 1.272*BA +0.033*( E - 2.72*BA ) - BD )*t
110N 7.00 BA [ 1.413*BA - BD]

2552 0-0.91 BA Max [ 0, (E-BD) * ]
11NN 0.91 BA -2.72 BA [0.91*BA + 0.25*( E€0.91*BA ) - BD )*t
11NN 2.72 BA - 7.00 BA [ 1.363*BA + 0.065*(E - 2.72*BA ) <{BD )*t
110N 7.00 BA [ 1.642*BA <BD ]

2553 0-0.91 BA Max [ 0, (E-BD) * ]
11NN 0.91 BA - 2.72 BA [0.91%BA + 0.304*(E-0.91*BA ) - BD )*t
11NN 2.72 BA - 7.00 BA ['1.461*BA + 0.095%(E~ 2.72*BA ) - BD )*t
110N 7.00 BA [ 1.868*BA—BD]

11 Edmark tazame (2012)
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A . . = & ' " v = ' @ ' o 1 1 ]
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M3199 16: Basic Amount (BA) 112331 w.91. 2543 - 2556 (Jasuadiay)

1 =
WU2Y: Iasuadau

U n.a. Basic Amount
2556 44,500
2555 44,000
2554 42,800
2553 42,400
2552 42,800
2551 41,000
2550 40,300
2549 39,700
2548 39,400
2547 39,300
2546 38,600
2545 37,900
2544 36,900
2543 36,600

1": Statistics Sweden (2012)

o 3 1 1 dl 1 Yo 1] 1 % 43! T 9 9 1 Y
mmuma@maaummazﬂu"lmumfnhlmmnu IﬂﬂﬂluflgﬂﬂiWﬂllﬂ uamunuﬂﬂ%mﬂiu

MaautiudInlszd1iu Tasamaargouniguianimualuuaazdlazuanaeany Aan1s1en 17

M3197 17: maavigaulursl w.a. 2550 - 2553

.. maavigou asuadau)
2550 11,900 - 31,100
2551 12,100 - 31,600
2552 12,600 - 33,000
2553 12,500 - 32,700

i11: OECD (2012)
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o A
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NN 272 BA-7.00BA | 10A1 115,328 - 296,800 | [ 1.461¥BA + 0.095* 24,944
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51N 16: anuFUWUEsZHN EITC duselaliil w.a. 2553
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1L1) usagala lumsshnuiuay

1NNMsANEIWANIZNUAIUQUN LTI UTZ02817U9 The Swedish National Audit
~ 9 o 4 1 o Y o ] o
Office (SNAO) Tud) w.a. 2552 Taglduuutiaosmaasygenaas wua EITC v lnsmuga Tugihau
~ ~ A 2 9 A A o A 9 =
voaussnuadauludl we. 2553 mivvulseuiadosas 2.6 iworeunuilneunin uazlialszuia 88,000
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v
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o w é Y 1 1 [ Y 9
ANAAY (A1 19) HITLNDUIN ig‘U‘Uﬂ15%']ﬂﬁ’3ﬁﬂﬂ']§6lu§,‘ﬂlm‘ﬂ EITC llﬂ%’)ﬂﬁ'iﬁllix‘]ﬂ\‘lclﬂﬁluﬂ'li

' Y
MUY

M131971 19: Participation Tax Rate (PTR) ¥03ngunuluszuuilsziumsdneay nguilsziugumn vaz

paulasua Ta@nmstinngwsizimanuwanin

nie: Seuaz

Decile Uszumsinenu Usziugummw CEC IR RITRLY
INSIZHANWHAMW
2553 manaemnlag 2553 m3naemnlag 2553 msnaeumnlag
IR PN Turae
2549 - 2553 2549 - 2553 2549 - 2553
1 116.5 -12.6 62.3 -21.6 65.2 -12.4
2 73.1 -7.7 70.7 -14.1 66.5 -8.1
3 67.2 -12.3 72.9 -8.4 67.6 -3.5
4 67.7 -10.5 74.9 -7.1 67.9 -2.5
5 64.9 11.4 75.4 -6.2 68.0 -2.5
6 62.1 -11.1 75.7 -5.8 67.7 -2.8
7 59.3 -10.7 72.6 -8.3 65.5 -4.4
8 56.9 -10.2 69.1 9.4 62.6 -6.4
9 54.8 9.4 65.5 -9.5 60.2 -5.6
10 53.1 =6.6 60.4 -7.8 57.0 -4.6
msaeunlas -10.3 9.8 -5.28
maonnszaue e

A3: Pirttila and Selin (2011)

12) MszMEanad
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(Marginal Tax Rate) 11a20a3191HINAY (Average Tax Rate) Nasuutlasly 9 Edmark uazaaz (2012)
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U1 17: dasimBaIuiiy (Marginal Tax Rate) #as A5 1M B0a8 (Average Tax Rate) 1/3suiigunsal

Sat

AOUNNINIMS EITC 1azHadnInianasms EITC

a5 1MBAIUHN(Marginal Tax rate) 1azdATIMNBINAY (Average Tax rate) (308a2)
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31: Edmark tazaae (2012)
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