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Executive Summary

Withholding tax system in Thailand has implemented since 1979, which aim at reducing tax
evasion, increasing efficiency of tax administration and relieving tax payer’s burden when the time of
paying tax arrives. Subject to this system, whoever receives incomes must be deducted parts of their
incomes by payees and the payees have a duty to pay the deducted tax for the Revenue Department.

After we review withholding taxation in Thailand, we find that withholding tax system has not been
satisfied with three principles of taxation, composed of equality, certainty, and efficiency. Withholding tax
system is quite complexity, there are 7 rates on different type of income, different payers and payees.
Furthermore, some rate is too high which creates a heavy tax burden for enterprises.

In this paper, we study on the proper of withholding tax system in Thailand and review income tax
laws which involve with withholding tax system, and study how to improve this system to enhance
competitiveness of enterprises which is preparation of Thailand for regional integration under the ASEAN
Economic Community in the future.

In the study of withholding tax system in seven countries, United State of America, Japan,
Singapore, Malaysia, Philippines and Hong Kong, we find that most countries have applied withholding
tax system for a long time, their main reason is reducing tax evasion. Some countries such as Singapore
and Malaysia have applied it only for non-residents because there are a lot of foreign investors in their
countries. For United States of America , this measure aims at salary men instead of corporations.

Data from interviewing enterprises (from focus group and questionnaires) told us that withholding
tax system in Thailand is quite complexity especially tax rates and implementation methods , lead to high
cost of administration of enterprises and tax return system is also sluggishly, furthermore there is an
overlap in paying withholding tax and income tax, lead to increase unnecessary burden to enterprises.

As mentioned above, we have some recommendation which may be a guideline for improving
withholding tax system as follow;

1. Reducing corporate tax rate withheld from 3 percent to 2 percent of net profit while maintaining
withholding rate of individual tax. While Personal withholding tax rate on business income should be
reduced from 3 to 2 percent

2. Tax return system should be improved in the short and long run

Short run: improving verifying system of business financial statements to be more quickly and easily
when tax payers want to file tax returns and set up the system gathering necessary data from tax payers.

Moreover, tax return period should be limited.


http://dict.longdo.com/search/sluggishly

Long run: Tax authorities should allow tax paid to be deducted from tax must be paid in the

following year.

3. Income tax laws should be gathered into a group and be adjusted to have a more flexibility to
economic changes.

4. It is necessary to provide tax guideline, which composes of information about income taxation
and withholding taxation to help tax payers understand tax system

5. Lastly, tax authorities should create stability, predictability of tax rules and limiting
administrative discretion.

In conclusion, we convince that withholding tax system will be more efficiency if it is improved as
we recommend above. This improvement will help enterprise to increase competitiveness by reducing
cost, increasing business cash flow and profit, lead to increasing corporate tax revenue for government at

the same time.
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5. Lastly, tax authorities should create stability, predictability of tax rules and limiting
administrative discretion.

In conclusion, we convince that withholding tax system will be more efficiency if it is improved as
we recommend above. This improvement will help enterprise to increase competitiveness by reducing
cost, increasing business cash flow and profit, lead to increasing corporate tax revenue for government at

the same time.
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2002 2003 2004 2005 2006 2007 2008 2009

Aoy 12,580 | 8373 | 7612 6151 | 4838 | 6325| 8195| 6620
Ruiluwa 10,537 | 10,018 | 11,672 | 24,070 | 23,487 | 24458 | 20442 | 15842
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Guldvead hifidugn 3910 | 3,670 | 3209 | 2913 | 3,586 | 3,948 | 3,606 | 2572
59 140,844 | 130,609 | 135,398 | 153,109 | 164,273 | 150,181 | 144,320 | 125,926

111: National Tax Agency Japan, 2014
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2002 2003 2004 2005 2006 2007 2008 2009

oY 45,449 43,266 41,889 40,448 39,569 47913 49,701 46,439
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39 7,327,090 | 7,230,632 | 7,168,280 | 7,141,528 | 7,111,986 | 7,063,449 | 6,946,911 | 6,816,138

11: National Tax Agency Japan, 2014
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