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Executive Summary

In order to achieve government policies’ goals, tax allowances and exemptions are
widely used to amend taxpayers’ behavior. Several studies suggest that countries, depending on their
policies, use different forms of tax allowances and exemptions. However, the use of tax allowances
and exemption directly causes a reduction of government tax revenue and may effect tax structure as
well. Regarding this effect, several countries, therefore, impose limitation on tax allowances and
exemptions. Most of countries impose fixed amount limit on tax allowances and exemptions,
however, some countries choose to impose tax allowances and exemption limitation by using fixed

percentage on assessable income instead.

During 2552 — 2556, the largest amount of tax allowances and exemptions using by
Thai personal income (PIT) taxpayers are those related to saving group. While, those related to family
and mortgage interest are the second and third largest group. The result from Multiple Regression
Analysis on the sample of PIT taxpayers in 2555 indicates that an increasing in tax allowance is
significantly related to assessable income less expenses. The changed in tax allowance also
significantly depend on the use of other type of tax allowances. In particular some tax allowance, e.g.
retirement mutual fund allowance and social security fund allowance, is negatively related to other
allowances. In this case, such tax allowance is affected from taxpayers moving to earn higher

expected return from their investments.

Regarding the effect of tax allowances and exemptions limitation methods on tax
structure, fixed amount limit to tax allowances and exemptions schemes help improving
progressitivity of PIT tax structure, in particular, for the high income group who only earn income
from salaries and wages. These tax allowances and exemptions schemes have relatively more
efficiency than fixed percentage on assessable income limitation schemes. However, fixed amount
limit to tax allowances and exemptions schemes have ambiguous effects on progressitivity of PIT tax

structure for those who earn income from other sources.



)

Therefore, we suggest that fixed amount limit to tax allowances and exemptions
schemes is appropriate for Thai taxation system. However, the government still need to use tax
allowances and exemptions as a policy’s tool, therefore, we suggest the specifid amount for limitation
should be high. Thus the specific amount fixed amount for tax allowances and exemptions should be

at 700,000 baht for each taxpayer.
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