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Executive Summary
Thailand’s Economic Projections for 2025

Thailand’s economy in 2025 is projected to expand by 2.2 percent, amid the ongoing

U.S. reciprocal tariff policy and its spillover effects on international trade involving

Thailand’s trading partners. Nonetheless, Thailand’s economy is performing better

than the previous forecast of 2.1 percent (as of April 2025), supported by stronger

than expected growths in manufacturing and exports, along with continued expansion

in domestic consumption.

Mr. Pornchai Thiraveja, Director General of the Fiscal Policy Office, and Spokesperson of
the Ministry of Finance (MOF), announced the economic projection for Thailand in 2025,
stating that “Thailand’s economy in 2025 is projected to expand by 2.2 percent, amid
the ongoing U.S. reciprocal tariff policy and its spillover effects on international trade
involving Thailand’s trading partners. Nonetheless, Thailand’s economy is performing
better than the previous forecast of 2.1 percent (as of April 2025), supported by stronger
than expected growths in manufacturing and exports, along with continued expansion
in domestic consumption.” Manufacturing is expected to increase by 1.2 percent (within
the range of 0.7 to 1.7 percent) from previous year of -0.4 percent. This is notably due to
the recovery of automotive, auto parts, and printed circuit board production. Meanwhile,
the export value of goods in USD is expected to increase by 5.5 percent (within the range
of 5.0 to 6.0 percent), an upward revision from the previous forecast of 2.3 percent, due
to stronger than expected import acceleration by trading partner countries in the first
half of 2025. However, Thailand’s exports in the second half of 2025 may show signs of
a slowdown due to the impact of U.S. import tariffs, while Thailand is expected to receive
a tariff relief agreement from the U.S. within the third quarter of 2025. The import value of
goods in USD is expected to increase by 5.0 percent (within the range of 4.5 to 5.5 percent),

with the majority being imports of capital goods for use in export-oriented production.

Uszanaunisiasegnalve Uszanlasunan 3/2568 7



Private consumption remains a key contributor to Thailand’s economic growth.
It is expected to increase by 3.1 percent (within a forecast range of 2.6 to 3.6 percent), in line
with domestic purchasing power, as reflected by strong growth in domestically collected
VAT revenue, which has expanded for nine consecutive quarters. Private investment is
expected to increase by 3.0 percent (within the range of 2.5 to 3.5 percent), marking
an upward revision from the previous projection of 0.4 percent. Investment activity
continues to recover, supported by strong investment promotion applications submitted to
the Board of Investment (BOI), with a total value of over 1 trillion baht from 1,880 projects
in the first half of 2025. Public consumption is expected to increase by 1.2 percent (within
the range of 0.7 to 1.7) and public investment by 3.9 percent (within the range of 3.4 to
4.4 percent), supported by continued budget disbursement. The economic stimulus plan
under a 157-billion-baht budget framework also contributes to structural improvements
in the Thai economy to support sustained growth. The Cabinet has approved an allocation
of 115.375 billion baht, covering key sectors such as infrastructure (including water
management and transportation), tourism, measures to cushion the impact on exports

and enhance productivity, as well as local economic development and other related areas.

Domestic stability remains stable, with headline inflation projected to be 0.4 percent
(within the range of -0.1 to 0.9 percent). On the external front, the current account balance
in 2025 is projected to record a surplus of USD 14.6 billion, equivalent to 2.9 percent of

GDP, driven by a continued trade surplus.

The Ministry of Finance Spokesperson concluded by stating that “Thailand’s
economy is expected to perform well in the first half of 2025. Nevertheless, it is essential
to closely monitor the economic outlook in the second half of the year, during which
the Thai economy may face challenges from pressures stemming from U.S. import tariffs,
with both direct and indirect impacts. The Ministry of Finance has prepared to respond
and mitigate these challenges through the implementation of the economic stimulus
plan, aimed at easing the impact on the export sector. In parallel, prompt and targeted

financial measures have been introduced to assist the private sector directly affected by

Uszanaunisiasegnalve Uszanlasunan 3/2568 8



the tariffs, including specially tailored low-interest loans provided through specialized
financial institutions to boost liquidity and reduce financial burdens for Thai entrepreneurs,

particularly SMEs within export-related supply chains to the U.S.”

Regarding the Thai-Cambodian conflict, the impacts such as property and economic
damage that were caused by the military clash are estimated to be limited in the border
areas. The Ministry of Finance has provided support to alleviate the impact on those
affected by the border dispute by 1) expanding the amount of official advance money for
emergency assistance to provincial governors in the affected areas, with a limit of 100
million baht per province, and with readiness to expand further if necessary to ensure

flexible provincial management. 2) deferring the tax filing and payment deadlines

3) providing low-interest loans to enhance liquidity and suspend debt repayments
through state-owned financial institutions. The Ministry of Finance is closely monitoring
the situation and stands ready to introduce additional measures as appropriate and in

a timely manner.

In the period ahead, close monitoring will be essential for factors that could affect
the Thai economy, such as 1) the U.S. tariff policy and the indirect impact from the inflow
of goods from countries affected by such policy, which have increasingly redirected their
markets toward Thailand 2) the direction of the U.S. Federal Reserve policy interest rate
adjustments 3) domestic and international geopolitical tensions 4) household debt levels
5) relocation of investment and manufacturing bases in industries affected by the U.S.

tariff policies.

Uszanaunisiasegnalve Uszanlasunan 3/2568 9



Major Economic Assumptions and Thailand’s Economic Projections for 2025
(As of July 2025)

Projections
1) GDP Growth Rate (percent y-o-y) 2.5 2.2 1.7t0 2.7
2) Real Consumption Growth (percent y-o-y)
2.1) Real Private Consumption (percent y-o-y) 4.4 3.1 2.6t03.6
2.2) Real Public Consumption (percent y-o-y) 25 1.2 0.7to 1.7
3) Real Investment Growth (percent y-o-y)
3.1) Real Private Investment (percent y-o-y) -1.6 3.0 25t03.5
3.2) Real Public Investment (percent y-o-y) 4.8 39 34t04.4
4) Export Volume of Goods and Services (percent y-o-y) 7.8 3.9 34t04.4
5) Import Volume of Goods and Services (percent y-o-y) 6.3 2.2 1.7t02.7
6) Trade Balance (USD billion) 19.3 21.7 18.8t0 24.6
6.1) Export Value of Goods in USD (percent y-o-y)* 5.8 55 5.0t06.0
6.2) Import Value of Goods in USD (percent y-o-y)* 6.3 5.0 45t05.5
7) Current Account (billion U.S.) 111 14.6 11.7to 17.5
Percentage of GDP 1.5 2.9 241034
8) Headline Inflation (percent y-o-y) 0.4 0.4 -0.1t0 0.9
Core Inflation (percent y-o-y) 0.6 0.7 02to1.2
Major Assumptions
External Assumptions
1) Average Economic Growth Rate of Major Trading Partners (percent y-o-y) 3.3 2.8 231033
2) Dubai Crude Oil Price (U.S. dollar per Barrel) 79.7 68.0 63.0t0 73.0
Policy Assumptions
3) Exchange Rate (Baht per U.S. dollar) 35.3 33.1 32.61t033.6
4) Public Expenditure (Trillion Baht) 4.17 4.30 4.28t04.32
5) Number of foreign tourists (Million) 355 345 34.0to0 35.0
* Note: Based on the Balance of Payments (BOP) Framework
Source: Fiscal Policy Office, Ministry of Finance
Uszanaunsiasusialne Usgsnlasunai 3/2568 10
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Thailand Economic Forecast in 2025
As of July 2025

2023 20 2024 25 2025f 2.2

””””””””””””””” i 00220 o ol | s 2

2019 2020 2021 2022 2023 2024 2025f

@ Consumption % International Trade

2024 2025f
2024 2025f
Private consumption m 3.1 Exports of Goods &
Services /.8 3.9
Public consumption 1.2
Imports of Goods & 22
Services
ﬁ Investment
2024 2025f Trade Balance 19.3 217
Private investment m 3.0
Merchandise m 55
Public investment m 3.9 Exports in USD -
. Merchandise
Inflation rate imports USD 5.0
7 I \
> 2025f
: 2024
Current Account m 14.6
Headline Inflation m 04
Note: Real term expect growth rate of export and import value of goods
Core |nflati0n m O 7 calculated from USD term according to the BOP system.

The Fiscal Policy office Ministry of Finance
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Merchandise Export (%YOY)
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Thailand’s Key Economic Indicators
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U’%mmm%’nsmuﬂuﬁaﬂmtﬁau -8.0 -10.2 -7.6 -11.8 -1.8 1.1 1.7 -1.2 3.0 1.8
Tud (%Yoyyr2

Ysuamsdndndudigulaaly | 20 | -08 | 07 | 34 | 50 | 68 | 52 14 | 110 | 60
sUnoaa5ansg (%YoY) ™

dfianudesiuguilnase 59.3 | 632 | 605 | 565 | 56.9 | 57.8 | 56.6 | 542 | 52.7 | 57.2
LAsEgNALAETIU (STAUYS

msawgumman‘*uu

Ysuamsdndnduamulugy | 101 | 166 | 1.0 | 102 | 130 | 25 | 299 | 354 | 320 | 156
ARARANSANSY (%YoY) ™

USuausasudiBanaivdan 214 | -248 | -223 | -187 | -185| -128 | -87 | -109 | 7.6 -10.9
nerdoulvd(Yoy) s

NMBAINNTIIGINTIN -34 | -115| -41 | 36 | 57 | -80 [ na | 169 | na [ -109
DAIVTUNSNEISIU (%YoY)!

Usinaud e yudiuug 01 | 91| -89 | 48 | 157|180 | 71 | 62 | -03 | 127
(%YoY)y

atis1ATanneasng (%Yoy) 01 |-11|-04| 06 | 04 | 03 [ 04 | 03 | 03 | 04
A15A15EuIIUsEINA

yaA1nnsdseen (Wudumeaans | 3008 | 71.0 | 743 | 779 | 776 | 815 | 853 | 31.0 | 286 | 166.9
anig); syuuAanINg

(%YoY)* 54 -0.3 4.3 7.5 105 | 15.2 14.8 18.4 15.5 15.0

s1ANAuAIEIeen (%Yo )4 14 1.3 1.7 1.3 1.1 0.8 04 04 0.7 0.6
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dll g a -~
LASDIYANISLATEINITIYLNDU

Usuneunisasean (%Yoy) 4.3 -15 2.6 6.1 105 | 143 144 | 179 | 147 14.3

yaA1N1sdNT (Mudueeaans | 307.8 | 755 | 751 | 78.6 | 786 | 805 | 865 | 299 | 27.6 | 166.9

a13y) sEuuAanINg

(%YoY)* 6.3 3.9 2.2 107 | 102 | 74 158 | 180 | 13.1 11.6

9ANAUAIUYN (%YoY)* 1.1 -1.1 2.3 1.6 1.6 35 1.2 1.4 2.4 2.5

USuaun15ua (%Yoy)y 5.2 5 -0.2 89 8.5 3.7 14.4 16.3 10.5 8.9

Aan1sA (Wudueeaansansy); | -7.0 | -45 | -08 | -0.7 | -08 | 1.0 0.1 1.1 1.1 0.1

JrUUAanINg

AURUNIY

AMANIILNPYRNT

fUtNanNanauAINEns (%Yoy)s | -09 | —2.9 | -1.7 -0.1 0.2 5.8 5.7 4.3 10.1 5.7

AUUTIAAUAINEAS (%YoY)e 7.7 5.3 11 7.4 72 | -10 94 | -152 | -64

-11.70

selENYRINIALTDSe (%YovyH | 7.1 45 11.6 8.2 5.6 3.2 -6.0 83 | -6.2 1.1

ANSANUNAIANYAT (%YoY )3 -4.2 -5.2 -4.8 -3.4 -3.6 -2.8 -1.4 2.4 0.9 2.1

mﬂqﬁmwnssu

AytinanangnaInNIsy -13 | -28 0.2 -08 | -1.8 | -1.6 n.a. 1.9 n.a. -0.3

(%YoY)?

yaA1nsdngIngaulugy 123 | 47 9.0 | 197 | 159 | 87 | 147 | 193 | 72 | 118

ABAANTANSY (%YoY)

Usuaunmsdndringavlugy 8.9 3.1 6.0 15 115 | 4.2 9.3 13.8 1.6 6.8

ABAANTANSY(%YoY)

NN IGA1AINITHAR (%)° 58.7 | 60.4 | 57.7 | 583 | 573 | 61.0 na. | 61.1 n.a. 59.9

N5YNUNIAGAAMNTTH 11 1.4 1.8 0.2 -1.7 | 03 -1.5 -2.0 -1.8 -0.6

(%YoY)?

éfsuﬁmmv’i‘}aﬁumﬂqmamnm 89.5 91 88.7 88 90.2 | 923 | 89.7 | 881 | 87.7 | 91.0

(s¥Hu)e

ﬁsuﬁmmv?}aﬁuéﬂssnaumi 524 | 539 | 528 | 496 53 | 522 | 51.0 | 50.4 | 50.0 51.6

SME (SMESIYs

Sufiffaanisihedade (PMI) 499 | 47 | 502 | 51.7 | 505 [ 50.0 | 504 | 51.2 | 51.7 [ 50.2

ANAUSNIS

SrunutihvieadfisnsnesUssme 3554 | 937 | 813 | 859 | 9.46 | 955 | 7.14 | 227 | 232 | 16.70

(Auan)y

(%YoY)1 263 | 435 | 263 | 211 | 219 | 19 -12.2 | <139 | -152 | -47
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ISaNdANIASEENIs AN 2567

SruugiBsudousnilne 85 | 86 | 130 | 66 | 52 | 3.1 2.1 19 | 28 2.6
(%YoYy1
N15919IUNIAUINTT (%YoY)? 1.6 2.1 1.2 2.1 1.0 0.6 1.4 1.3 -0.1 1.0

LARYSAMNIaIASEEN AU SEINA

SaruaniUdeuade (uin/ 354 | 357 | 367 | 348 | 340 | 339 | 331 | 329 336
ABAANANSY)? 32.64
navnydiAuasin (Rudu 111 | 34 | 1.1 | 23 | 42 | 105 | na | 03 | na 8.9
ARAANSANST)?

NUAIT0INNIS (Wuduneaans | 237 | 2234 | 2243 | 243 | 2386 | 2453 | 2589 | 257.6 257.6
ansy)? 262.4
SUrToRUATIANUSENAGS 25.1 | 29.6 | 286 26 | 259 | 249 | 225 | 218 | 223 | 218

o3
o a

Wigns (Wuduneaansansy)?

q

i@fgsAMNIaAsEgia lulseIna

DMTINITINNU (%)3 1.0 1.0 1.1 1.0 1.0 0.9 0.9 0.8 0.8 0.9

dndugsuuselevinaununsal | 1.81 | 1.84 | 1.92 | 1.82 | 1.80 | 1.88| 207 | 2.03 | 2.07 | 2.03
TnuazandoduIuR Uiy
AU 4.33 (%)

AUTIARHER (%YoY)* 16 | 12 | 37 1.7 | -14 | 04 | 36 | 37 | -40 | -20
Fasduilovily (%Yoyys 04 |-078| 078 | 0.6 | 083 | 1.08 | 037 | -057 | -0.25 | 0.37
Snsn3uilenugiu (%Yoy)s 0.56 | 044 | 038 | 0.64 | 0.77 | 0.89 | 097 | 1.09 | 1.06 | 0.97
uilansnsnuzsio GDP(%)" 639 | 63.7 | 634 | 633 [ 640 [ 643 | na | 651 | na | 651

AzIAsYgNaRNUsEINA

duiiginnisiedatevewilan | 525 | 52 53 | 524 | 524 | 51.8 | 51.2 | 51.2 | 51.7 | 515
(Global Composite PMI) (sz@uUY

16

Fuilifinnsihedadoves 50 | 503 | 50.7 | 49.3 | 49.7 | 50.3 | 49.8 | 49.5 | 50.3 | 50.1
mlann1AnsuEn (Global
Manufacturing PMI) (sz@au)?6

duiifdanisthedatevosialan | 53.1 | 524 | 533 | 534 | 533 | 521 | 516 | 520 | 519 | 51.9
n1AU3N13 (Global Service PMI)
GRS

Uszanaunsiasusialne Usgsnlasunai 3/2568 61



m‘gaqoﬁu S FY2567 FY2568 -
AANIIAAY 01 Q2 Q3 Q1 Q2 Q3 w.A. 3.8,
s9918U 3,396.0 | 910.1 | 570.7 |1,056.2 | 858.8 | 1,160.6 784.4 760.1 202.5 305.8 | 2,705.1
Ui
(Wuauum)

%YoY 10.0% | -7.3% [ -19.6% | 42.3% | 31.3% | 27.5% 37.4% | -28.0% | -52.9% | -3.04% | 6.62%
578978 2,829.3 1 859.1 | 5295 883.2 557.6 | 1,035.4 | 664.7 634.6 159.9 262.1 | 2,334.7
Usedn
(WuduuIm)

%YoY 8.40% | 0.0% | -11.8% | 41.2% 6.1% | 20.5% 25.5% | -28.1% | -50.6% | -3.78% | 2.77%
‘S’IEJR]"]EJE]WW 566.6 51.1 41.2 173 301.3 125.2 119.7 1255 42.5 43.7 370.3
(Wuduum)
%YoY 18.5% |-58.6% | -62.3% | 48.1% | 34.2% | 145.2% | 190.3% | -27.5% | -59.9% | 1.62% | 39.57%
swa1eUneu | 146.4 53.6 36.5 22.2 34.2 101.2 67.8 379 12.0 13.1 206.9
(Wudruum)
%YoY -15.8% | -9.1% | -18.1% | -20.6% | 19.7% 88.9 86.0% | 70.8% |60.20% | 71.16% | 84.36%
7897859 3,542.41 963.8 | 607.2 | 1078.4 | 893.1 | 1,261.8 852.2 798.0 214.5 3189 | 2,912.0
(Wuduum)
%YoY 8.6% | -7.4% | -19.5% | 40.0% | 28.2% | 30.9% 40.4% | -26.0% | -50.9% | —-1.28% | 9.92%
fian:
VNSENTNAITAN
Ysurmsuralseinelng
YAunuanALRYR
YASENTIWINVY
54 MNINYNALNDATA N
SFNINNUATYFNINTNYAT
"Reuters
YangnamvnssuLiaUseinalneg
rdhtinamuAsugiagaaingsu
1A5ENTNATNBANYAZARN
WASUIAAUUTZNBUAIENITUATINNG NTUATINATIR UAZNIUABNINS
12/A5UANSVUENNINUN
y5um lalesn uawmes Ussndlne siim
WanualnedtinuATYERaNIsAa
15/F11NIUALEINIa1AVUINNANLAZVUINL DY (@1,
/CEIC
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sre9uaslanunIsalaIunIsAas lutsau lnsunausnua
Yauuszanal 2568
(manAu 2567 - Unu1gu 2568)

unasudmsuruInIg

W23V aAIUUTEUU519918 U2 09UUTEU W.A. 2568 AMNUAINIRIUSU
Useanauseaneduau 3,752,700 uun viseUseanausauas 19.4 v84GDP! leaidunisinyia
JUUTEUILUUTIAAA (Expansionary Fiscal Policy) 911t 865,700 a1uum nieAaidy
¥puay 4.5 ¥ed GDP iuTunTeuUseann 2567 wieandudeuas 7.5 Tnoudseaniiu
518818U529 2,680,437 EruUm lRLTUNTTLED 115,568 8uum viseRndudeuas 4.5
579918899U 932,362 AI1UUM RNTUNITLAD 124,682 Euum videandudesas 15.4
LaT18UTITEAUALEUY 150,100 A1UUM uTuandeulszanalitug 31,780 d1u

U nIeAnuSesaz 26.9

Tudalnsunausnvesleulssunn 2568 (.. 67 - il.u. 68) Sgunadanusiglaans
2,046,090 &1UUM AINIUSELNIANS 30,314 AU Vso5euay 1.5 LaaInINYInALINUY
Yo3UNaU 35,648 AN1UUM 150508aY 1.8 A1USUNISHUNNEIUUTTUIUSINAILITOLUNTNY
@AY 2,912,010 E1uum gendnvfIiuveslneuntn 262,713 auum wseandu
Sovay 9.9 il n1sidndneiinsutszanadiaduluseseddegtudndeldsiuan
2,705,103 &uu v gendnlneu 168,034 a1uum wsedaduiouas 6.6 vielilalSsuliiou
fureRwulssnaaadusnsidndiedovas 72.1 dawaliigaiusuuszuiaminga 31Uy
866,483 a1UUM

wilans15uEAIA o Auisuiiguieu 2568 fiT1uau 12,067,960 a1uuim wiseandy
$ouay 64.2 Y94 GDP 131l szaunilatsisurasnnediegluseauniiadesnin asvisuldoin
(1) niasnsauzasmadunilulssmaiisiosay 99.1 uay (2) wlas1saLAIALUIRY
orgaandstlunilszezenisdovaz 88.4 vinliliaudssdinunisiaingiszuloylu
5EAUR 1HB91NSFUIAAINIsaRRNYIENUsURS IndiNed sy niliRunasuiuatisela
-1 v 1 o 1 v A v A L a
uannll nilans1sazAIniese GDP Geegnelansauniudiguniinisadaneallunu

Soway 70 va4 GDP

1 NAASTUTINIaTINYENYSZA (GDP) T 2568 1171y 19,309,900 &16119 77 utszaad gy Ussertlauilssanns w.a.
2568 @13dn911/52a760d
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Naﬂﬂiﬁ'lLﬁquEI‘U'IElﬂ‘ﬁﬂélﬂu‘lhﬁﬂ'm'lﬁiu'la usnmaﬁ]wﬂ'szmzu 2568 (f.A. 67 - 3.8, 68)
[ [ Y
1. Naﬂ']’iﬁlﬂLﬂUSﬂEJvLﬂigUﬂa

wansdanuswlassutalursaulnsunansnuesleuussuna 2568 (n.a. 67 - .6, 68)

%

suradanuselaansd S1uau 2,046,090 a1uum Arnauszunanis 30,314 d1uum

9

visoSovaz 1.5 uazgeninnaieaiuvesUneu 35,648 auumnseseas 1.8 nan1sdaiy

%4
=

o 1 LY @ Y
518l wenaunthsnudanuagula A

nsuassnIng SaAus18lEsIN 1,667,663 41U H1NIUSTUIUATS 12,628 A1UUM
vi3odouaz 0 8uazguninlneusesas 3.3 TnunendmAuldgeninussanunsfio mdyaduiy
Fanulel 734,557 A1UUM @9naUsEINMNg 17,282 A1uuv visedouas 2.4 uazgeninUneu
Sovaz 4.0TpenSyariuiidafivluusamagninUszanums 32,3338 mumvSedesaz 7.7
uazganiafetuedineudesas 9.2 duviadunainanmamasnisnseduiasusia
UYDINIAST mmsﬁmﬁgamLﬁumﬂmiﬁﬂlﬁﬁﬂLﬁuvlﬁﬁﬁﬂ'jmizmmmi 15,050 aMuUm
viioevaz 5.0 uagsnithafeafuredneufovar 3.3 e ndaudundnldansuselovd
MAAUADABINSINNTU danaliensASTiuiiass (Effective Tax Rate: ETR) anaadudfay
Usznoufusantngufuiianas dsalinSyasuiinanasindtiiufivanas egnlsia
fnSidaiuldiniussanmumsiiddny Ao mBRuldaayana dafuld 502,213 §uum

AINIUTEUIUNIT 16,750 AU UeTouas 3.2 WAgandngiafgInuveslneusouas 3.2

= 1 = & (Y] < a a Yaa o a =]
LUE)Q"\]']ﬂﬁ'J‘L!‘VIHQL‘U‘L!Nﬁ"\]']ﬂﬂ']ﬁ"\]ﬂLﬂUﬂ']UNuVLﬂum‘quﬂﬂﬁﬁ]']ﬂﬂ'ﬂﬁ?!‘mﬁ (n.4.9. 50) wazgn1e

a %

ulaliiyaraanuszutunisitlsandased (n.e.0. 51) vesusEnnilseussuzIaUayd

o—

o %

YeagUusninUszunanis iudiagy

nsuasSNARn SaLAUTI9lasIL 400,487 A1UUIM H1AI1USEUNUNNS 48,884 A1UUM
vieFeuaz 10.9 uiasnitindeiuvesdieudesar 1.7 lnenefdaiulédniussunnis
Taun (1) n1@saous sanuld 42,527 d1uum endnussanunis 34,243 81U ¥se
Lovaz 44.6 wavsndiainiuvedieudosas 21.0 WewnUsunausasusfidissans
AnIUsEIanTg Ussnauduinnsnisaaasunisiderueudnindenali ETR anas uas
(2) mBengu Januld 35,082 Auum fNIUSEUNINTS 7,632 81UUW iseSeuas 17.9

wazanILfefiuvesUneuseyas 6.7 lewinUsunaenguntisenganitussunanig
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nsuAganIns JanusIwlasIu 85,318 d1uum AINIIUSTUIUATT 6,482 AUV USD
£9uaz 7.1 wazAininanaieafureslieudesas 3.5 towwinAnduuimudeaindnd
Uszanaums3Usenauiu ETR anas iesanniidudindnldansusslosdanwalaonains
wntu el yarnsdlugas 9 weuusnvesdauuszana 2568 lusunoaansanss
asnirnousosas 10.6 uiluguduuminitUneudesas 4.2 InsdudidaiAuoinsudn
1¥aeqn 5 Suduusn lédun (1) sruunuazdiutsznau (2) insesdnslnfiuazqunsal
(3) WARS T LNdUNTIY (4) 1ASesTnsuAzIAIodlYna uas (5) LASBIViaN LASBIAN81T 3D
daUgausedmiulseiiusranie

a o 1

@ Undesnelasin 138,803 auum gandnussuanis 16,131 a1 se

afle

CL
1

Fovaz 13.1 uisnigrmgniuvestneusesas 11.2 Inenisihdsseldgandiussunanis

1oawnsgiamnauiilinsindsselamasuuiainUneu

WiBeudy JadaAuseldsau 145,109 A1uum gan31UsENnnIs 16,262 a1uum
w30508az 12.6 uargininvinferiuveslneudesas 10.5 ann1sdaiusialavas
(1) druswn1sdu dafumeldsm 133,344 Suum ganissnmuns 14,669 duum
viiofeway 12.4 uazgenintinfienfuvesdnoudosar 11.6 iosninsthdeiudnuiu
NS mneRustnsaInnsiiiuievasenisuiana [Wudidny (2) nsusuning
FnuselasIng 1,765 81uum geninUszananis 1,593 auuv wieseuas 15.7 LAAIN I
Frafeafuresteudovar 1.2 Tnsdaiuldaeninuseununindosnndsoldfiey
MnAuAuinunlassisdeadesalniinarsdiawianiyu - segiusue (aunu

N1EYIUIALEN) LazAI5ITULHBUNSHRd YN IIWAR)
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A15197 1 wan1sdanusielasguragnslugsaulasuausnvesleudszuna 2568
(m.A. 67 — 3i.4.. 68)

(Mug:a1uUMN) Usuuszunal 2568 Wisuileulifuuszana

A1sAIUENATSIUUsTUIL
(A0, 67-i1.8.68) wWasuulas U Wasuulas

Sovazsal Sovaz

1. ASUEIINING 1,667,663 3.3 (12,628) (0.8)
2. NSUATINAILR 400,487 1.7 (48,884) (10.9)
3. NTUABNINT 85,318 (3.5) (6,482) (7.1)
squs18le 3 nsudatiu 2,153,468 2.7 (67,994) (3.1)
4, %’gﬁamﬁa 138,803 (11.2) 16,131 13.1
5. mu'am*m%'u 145,109 10.5 16,262 12.6
5757818 dnAU (Gross) 2,437,380 2.2 (35,601) (1.4)
% 323,586 5.0 (7,490) (2.3)
samwié’qw% (Net) 2,046,090 1.8 (30,314) (1.5)

11 @INULASEERANITART NIENTNNITARS

2. Wan151inAesulszanalugvanlnsunansnvesdauuszuna 2568 (5.0, 67 — 1.8, 68)

nsiinaneeudsyanaludisaulasuiausnvastaudsyana 2568 (m.a. 67 — 1.9. 68)
31U 2,912,010 A1UUM g9ni19aReInuYesUnen 262,713 a1uuim wseAnly
$owaz 9.9 Usznaumie (1) wdneltiagiu 1ndngldsiuiu 2,705,103 duum aadu
aMsNUNAeSo8aY 72.1 V899N uIuUsTaNus1ganeUseanUauUseunu 2568 (3,752,700
AUV @ININVIBRLINUVBIUNBY 168,034 AMUUM Y50508a% 6.6 wag (2) 18318Unau
{Unaelas1unu 206,907 da1uun Anludnsidnanedesay 75.3 vamakusiednedneu
(274,957 a1uun) @enitvrsnedfiuuastnau 94,679 a1uuv vseseuas 84.4 vial Wi
57189180099 UugUI 2,705,103 Aruum Usgnouie (1.1) 51e31eUsedn iindneladiunu
2,334,773 a1uum Aslusnsinisiinanesesay 82.8 U929 UaUUIEINUS 188 UTERN
gendnvaafediulneu 63,032 duum wieAnludeuas 2.8 sial waz (1.2) 18d18a39u
Wnanelasuiu 370,330 duum Ancdudnsinisiindnedesay 39.8 vaednsulseuna
FIUIWAMU ganIaaRaiulneu 105,002 auum wisAaludesas 39.6 el lawiing
Jnneiusulszanaiidfaunannsdndietusulssinadiady wu sneReTsENil

YBINTENTAINITART 91U 351,999 MUV RUYANYUVBINTUALASUNITUNATRM DI
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37U 162,981 a1uum Q‘UiﬂEJ‘(]"WEJ?I]u“llaﬁﬁﬂﬁﬂﬂﬁuﬁﬁﬂﬂizﬁuﬁ‘uﬂ’lwLWi\‘i‘ma U
153,072 87U RUANYUYDINITNTNNITYAUANY FNe1A1an3 J8uazuInngsu 91
102,144 1uum Rugavyuvesesdnsunasesdruriosiu S1udu 144,255 duum iudu
yananil é’aﬁm'ﬁLﬁﬂﬁiﬂmmmﬁwmsﬁﬁﬁm Wy Budenin Yunda U1u1ey 91U7U
296,192 aruum Alganglun1ssnwimeiu1atnsnvnis gnang wasniina1uuessy 91U
83,437 AUV WUAISDY WUANNU LAZRUIALILVRIUISIVANT F1UIU 43,566 a1UUM
Anldidneiiientsnszduiasugiauazaiannuduudavesseuuiasugha $1uau 29,904

o a o 1 = = a = o @ o 1% < £
ATUUIN AT INUANIDINY LW@ﬂﬁ'ﬂJﬁ%ﬂLQUVIi@Q'}LUu ATUIU 2,65481UUN LU

157199 2 Wan15LindesuUszualuga9asIusnvasUsuUsEua 2568
(.0, 67 — 4.9, 68)

UszLansneany 2915usUUsSUI Ysuussuae
(%2g: aruun) 519918

2568 wWasuudag SouaLAa9aY
(m.A. 67 -1.9.68) Sowazmal

1. 18918UUaq0u 3,752,700 2,705,103 6.6 72.1
1.1 57w318Us8in 2,821,246 2,334,773 2.8 82.8
1.2 98918891 931,454 370,330 39.6 39.8
2. w918 274,957 206,907 84.4 75.3
3. 578918594 (1+2) 4,027,657 2,912,010 9.9 72.3

11 nsuty¥nany uardinauAs¥ERian1sAaT NIENITNNIIARS
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3. gruznisaastugsaulasunawsnvesUauuszunal 2568 (a.A. 67 — 1.8, 68)

FIULNITAGIVBITFUIAANTEUUNSELaRUan luyaulasunalsnveslaulssunn
2568 (5.A. 67 — fi.8. 68) Wul1 Syunadisnglandsndaiiuiu 2,045,527 auum wazl

N15.0n91890U5EUIUTINNIEAY 2,912,010 a1uum danaliinalinauyssuiuuinga

o

314U 866,483 A1UUM UartlaTINAunaliuuenIulsEiNanvINgg 8,616 A1UUm

1
= o %

Faslameranu1InN1snauRuINAfBIN  Byar L lreAnsUnAsasdIuiRdumIY

ua o

WILIIVUYUANUUALNULAZTUADUNITATEA1881UN LN DIANTUNATOIEIUTIDID U

v

WA, 2542 uaziuAluiuiy 07 10 f9 12 vasdeuuszunm 2567 gn3 34,952 auum
Wi ﬁﬁumﬂﬂé’waaﬂamuﬁﬂﬁm%aLwﬁﬂqm% 97UIU 13,900 AUV RUKNINAFIUD
nesuLdnauansalunsusiure ssinad T ugRamnssumeEns S1udn
4,979 Fuum Jushnadwwesnamulssmniatainmaifiersughagiusnuasdanugns
$1uI 4,295 Fuun Burhnadmeasnasmuiioduaiuniseusnindanuans s1uau 2,000
AUV UazRUINATIVBINDINUNAILIOADUDAIULLINIUTEYS5anS S1u9U 1,105
duum TnessunalddRuiorawensunga S1uau 806,163 §1uum dwalvinaduan
(wé’amiﬁﬁmﬁamLﬂjamsmﬂaa) YINNATIUIU 68,936 AUV wazuAIAdIluYI9aY

Tnsunansnuastauussunn 2568 U91uIu 445,165 aA1UU

M15197 3 gﬂuzn'ﬁﬂé’ﬂuﬁhamﬁlmmaLtsﬂmmi’]wﬂszmm 2568 (0.A. 67 — 4.9 68)
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Primate Cities and Economic Centralisation:

From Bangkok to London
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Executive Summary

Purpose:
« Investigates Bangkok’s role as a primate city in Thailand’s economy and how this status

contributes to spatial inequality and long-term economic challenges
Definition:
« A primate city, defined by Jefferson (1939), is one with population and economic activity

significantly exceeding other cities
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Spatial Inequality & Methodology:

« Economic activity and infrastructure heavily concentrated in Bangkok and the Eastern
Economic Corridor

 The northeastern region, with 33% of Thailand’s population, remains underdeveloped

e Local Moran’s | spatial analysis shows economic clustering around Bangkok and weak

spatial correlation elsewhere

Broader Economic Concerns:

 Thailand faces stagnant growth, declining competitiveness, and its transition into a
super-aged society

e These trends are worsened and in fact may stem from the regional inequality and

overcentralisation

London Case Study:
 London’s GPP per capita is 70% higher than the country’s second city
» Contributes 27% of UK tax revenue despite being 12.5% of the population

« Regional disparities in the UK have led to structural economic weaknesses

Policy Lessons:
e The UK’s “Levelling Up” policy attempted to address inequality but failed due to
underinvestment and poor disbursement

« Highlights need for long-term, consistent, well-funded regional development strategies

Recommendations for Thailand:

« Invest in secondary cities, regional infrastructure, and economic decentralisation

« Avoid overdependence on a single urban hub for sustainable national development

e Thailand’s economic future depends not on weakening Bangkok’s role, but on helping

the rest of the country grow alongside it
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Introduction

This research paper seeks to investigate the role Bangkok has in the modern Thai economy,
especially laying emphasis on the term ‘primate city’ that Mark Jefferson defined in
1939. Primate cities are cities in a country with populations and economic activity
disproportionately greater than those of any other city in the country - in Thailand’s case
provinces serve as the functional equivalent of cities. Some other examples of primate
cities include Mexico City, Jakarta, Tokyo, Paris, and London. This topic is of particular
importance because spatial disparities across and within regions have proven to be
a contributor to the persistence of income inequality (World Bank, 2023) - a core issue

that can lead to other economic and socio-economic challenges.

In addition to income inequality, Thailand currently faces a combination of economic
challenges such as stagnant growth and declining competitiveness - all of which directly
contribute to increased fiscal strain. On top of this, the country will soon become a super-aged
society, which will significantly raise the dependency ratio (Paitoonpong, 2023). Notably,
rising expenditures on welfare and healthcare, coupled with shrinking tax revenues from
a smaller workforce will further strain the government’s fiscal capacity. To that end,
a constrained budget would decrease the level of public investment possible, weakening

long-term economic growth further.

While there is a declining trend in total income and consumption inequalities, Lekfuangfu
et al’s (2020) preliminary investigation has found that the drivers behind this are not

sustainable because of Thailand’s transformation into a super-aged society.
What is the significance of the term primate cities given this?

Countries with primate cities all significantly depend on their primate city for economic
output, making large parts of their country’s GDP. In addition, this is usually where
a large proportion of the population is concentrated due to the prosperity and economic
opportunities it offers. As of 2024, Bangkok made up around 13% of the country’s

population while around 25% of the population live within the surrounding Bangkok
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Metropolitan Region (Walderich, 2025). However, this overdependence on a single city for
long term economic growth is not sustainable (Jefferson, 1939). Research from this paper
has shown that stagnant growth, declining competitiveness and income inequality are all

in some way caused by regional inequality - the overemphasis on Thailand’s primate city.

This paper offers a unique perspective on Bangkok using a case study of London, which
can also be viewed as a primate city. This comparative analysis is possible from the fact
that London is also the ‘economic powerhouse’ of the country, just like Bangkok is.
It explores the implication of a country with a primate city in a high income economy
context, offering insight into the future of what Thailand may be like. It also explores

a past policy to deal with regional inequality.

The paper also explores secondary cities. As Roberts et al. (2022) argues, the performance
of national economies also depends on a well functioning system of secondary cities.
It is these cities that pass many of the resources, goods, and services to rural and regional

areas. As a neglected area of urban policy research and development, secondary cities are

therefore not maximised to their potential yet.
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Primate cities

What exactly is a primate city?

Primate cities, as defined by Mark Jefferson in 1939, are the largest cities in a country with
populations and economic activity disproportionately greater than those of any other city.
Jefferson suggested a population threshold of at least twice that of the second-largest
city, also emphasising that such cities are more than twice as significant in economic,
cultural and political terms. While analysts today often use gross provincial product (GPP)
to measure regional output, Jefferson’s original concept still captures the core idea of

a primate city.

As of 2023, Bangkok Metropolis’ Gross Provincial Product (GPP) was 5.17 times larger
than the next province, Chon Buri (NESDC, 2023) (the Gross Provincial Product per capita
was 1.14 times larger). The population of Bangkok Metropolis was 3.65 times larger than

the next province, Nakhon Ratchasima (ibid). This classifies Bangkok as a primate city.

Jefferson (1939) illustrated this concept when he wrote about Copenhagen, Denmark:
“Why does the ambitious Dane go to Copenhagen? To attend the university, to study art

or music, to write for the press, to attend the museum and the theater, to buy or sell if

he has unusual wares or wants unusual wares. Because he keeps hearing and reading of

men who live there, men whom he is keen to meet face to face. Perhaps he means to try

his wits against them. Or his business capacity has outgrown his home city, and he hopes

to find more opportunity in the capital, to make more money”

Reading this, one may draw on the similarities that Copenhagen shares with Bangkok.
Like Copenhagen, Bangkok draws individuals seeking education, job opportunities, and

social mobility from across the country.

How did Bangkok become a primate city?

Over the past three decades, Thailand has seen stable economic growth. During the
early development phases, the underlying assumption for significant investment into
Bangkok was that the benefits of economic development would ‘trickle down’ to other

regions in the country. The consequences of this was that the majority of resources were
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continuously pulled to support industrial production, which started with concentration in
Bangkok (Wuttisorn et al 2014). While this led to increased industrial growth, labourers in
the agricultural sector migrated toward the industrial sector in order to capture benefits
of growth. As a result of this, many provincial areas were left underdeveloped and lacking

a diverse workforce. Economic activity became centralised.

From the 1970s until the Asian Financial Crisis, rapid economic growth occurred primarily
in Bangkok and the Bangkok Metropolitan area only. As a result, Thailand’s wealthiest have
benefited the most from economic growth and there is clear evidence that inequality has

risen in key areas such as education, health and political participation (Lao et al, 2019).

Jefferson had also noted another key characteristic of primate cities. He argued that once
the city was larger than any other in its country, this mere fact gave it an impetus to grow
that cannot affect any other city, and it would draw away from all of them in character as

well as size (Jefferson, 1939). Clearly, based on the explanation above this is very much true.

Figure 1 Cluster Analysis

GPP p_pita
Not Significant (47)

[ High-High (13)

Bl Low-Low (13)
Low-High (4)
High-Low (0)

’ Source: NESDC (2023), processed using Geoda
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Through an analysis using the univariate Local Moran’s | to identify spatial autocorrelation,
the local indicators of spatial association (LISA) cluster map in Figure 1 displays relationship
between provinces and their neighbours. The calculation here uses a dataset of the GPP
per capita of all 77 provinces in Thailand from 2023. The 13 provinces with High-High
clusters are provinces with high GPP per capita surrounded by neighbors that also have
high GPP per capita. The strong positive spatial autocorrelation demonstrates a regional
concentration of economic activity. Naturally, these provinces include Bangkok and its
surrounding Bangkok Metropolitan Region. Notably, it also includes some eastern provinces

like Chonburi and Rayong, both part of the Eastern Economic Corridor (EEC).

The model found that 47 provinces’ p-value showed no statistically significant spatial
autocorrelation in GPP per capita. This suggests that the majority of regions in Thailand

have economies that don’t strongly influence or resemble their neighbours.

Through this methodology, it can be seen that Thailand’s economic geography is highly
spatially unequal. The Bangkok Metropolitan region and EEC zone is clearly identified
as economically significant, while the northeastern region remains a Low-Low cluster.
The fact that the northeastern (isan) region is the country’s largest and most populous
region, accounting for 33% of Thailand’s total population (Lao et al, 2019) underscores

the need to ensure that growth is more equally distributed. It reveals the need for targeted

regional development policies - such as using the EEC as a model.
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London case study
Implications of a country overreliant on one city: Case study of London

Despite Thailand’s current status as an upper-middle income economy, it is crucial
to consider the implications of continued spatial inequality as the country progresses
toward high-income status. Therefore, this case study of London provides valuable insight
into the core challenges Thailand is likely to encounter if regional disparities remain
unaddressed. It underscores the importance for Thai policymakers to effectively address
spatial inequality, drawing on the example of London’s disproportionate dominance over
the UK economy. As argued by (Wright, 2013), the long standing neglect of such disparities
has contributed to significant structural economic problems seen today, posing serious

challenges for the British government.

Figure 2 below is a univariate Local Moran’s | LISA cluster map of Great Britain, for the
variable of log GPP per head. The majority of regions show no statistically significant spatial
correlation, meaning that their log GPP per head values are randomly distributed with
no clear clustering. However, there are 13 regions with High-High correlation in which
the majority is located in and around London. This is one method that clearly shows
London’s strong economy and high productivity spill over into surrounding areas,
underlining the importance of reducing regional disparities through investment outside
London to promote regional balance. This data also discredits the argument that trickle
down effects will occur from London out to other cities and regions. Massey (2013),
shows that London’s lead over the rest of the UK has progressively widened over the past
half century and even if geographical trickle down does work, it is likely to be subject to

a distance decay effect.

It is important to highlight that the regional trend shown in this map is similar to that of
Figure 1, where the capital city or, in this context, the primate city has the most significant

p-value.
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Figure 2

Log_GPP
Not Significant (158)
[ High-High (13)
I Low-Low (5)
I Low-High (1)
High-Low (10)

& o

Source: Office for National Statistics (2022), processed using Geoda

Looking at economic indicators, it is evident that the UK has become overreliant on
London. As put by Burn-Mordoch (2023), London is what “keeps Britain economically
afloat”. In examining its significance as a primate city, previously discussed in the section
above, London’s GPP per capita is 70% higher than the second largest city of Manchester
(6.11 times higher in terms of GPP) (Economics Explained, 2024) - well surpassing the 2:1
threshold used. Notably, in 2024 alone, London contributed to approximately 27% of the
country’s total tax revenue. This value is of particular concern due to the fact that London
makes up only 12.5% of the UK population - again, highlighting the disproportionate
reliance on London. Further analysis by the Financial Times, drawing on OECD regional
accounts data, reinforces this even more. If London’s economic output and population
were excluded from national statistics, British living standards would fall by an estimated
14 per cent. In relative terms, removing Amsterdam, the capital of Netherlands, would
only cause a 5 per cent decrease, while removing Munich, Germany’s most productive

city, would result in just a 1 per cent decline.
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Moreover, all regions in the UK, except for London and its surrounding areas, receive more
money from the central government than it contributes (Jackson, 2018). As a result of
this, fiscal transfers to poorer parts of the country are effectively quite over-reliant on
that 12.5% of the population. As Coady (2025) describes, for the majority of time, fiscal
transfers were concentrated more on lower-income households. London, the nation’s
economic dynamo, ‘the goose lays the golden egg’ (Martin & Sunley, 2023) that benefits
the rest of the UK through surplus taxes paid by London businesses and residents that
help to support nation-wide social and public services raises questions about long-term

sustainability and also poses a real economic risk to the country.

As supported by Jolly (2021) and Hayward (2025), the logical conclusion that can be
drawn from this is that for the UK to be fit for the future, prosperity must rise right across
the country - this includes investment in infrastructure and skill. Indeed, it is unsurprisingly
argued by Andy Haldane, then Chief Economist at the Bank of England, that unlocking
the potential of secondary cities could unlock 100 billion pounds nationally, providing

the much needed increase in government revenue.
Past policy: ‘Levelling up’

The levelling up policy was introduced under Boris Johnson’s government. It made
redressing the balance of regional differences a central goal for the conservatives. Similar
to Wright’s (2013) analysis of regional disparities in the UK, the levelling up policy was
not about bringing London down, but about bringing everywhere else up - specifically

addressing the North-South divide.

The levelling up policy’s mission can be characterised by four particular areas, being:
1) To boost productivity, pay, jobs and living standards 2) Spread opportunity and improve
public services 3) Restore a sense of community, local pride and belonging 4) Empower
local leaders and communities. The central goal of this policy was to spread opportunities
across the UK so that young people would not have to leave their hometowns to succeed,

simultaneously promoting growth in the ‘left behind’ regions as well.
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The conservative government attributed regional wage disparities largely to differences in
individual skill levels. This belief informed their emphasis on educational reform, particularly
for children. Take for example the contrast between Grimsby and London: fewer than 1in 5
children who grow up in Grimsby go on to obtain a degree, compared to the 1 in 3 children
in London (IFS, 2022). Naturally, those who have attained degrees will have more access
to higher income jobs and opportunities. This difference is further exacerbated by the
brain drain - the loss suffered by a region as a result of the emigration of highly qualified
individuals - from poorer communities (AER, 2020). In the case of Grimsby, this means that
even among the small proportion of residents who attain degrees, many leave in search
of better opportunities in wealthier areas. In fact, by the age of 27, half of the graduates

who grew up in Grimsby had moved away.

Under the levelling up policy, the government had aimed that by 2030, the number of
primary school children achieving the expected standard in reading, writing and maths will
have significantly increased. In England, 90% of children will have achieved the expected
standard. However, in June 2023 (last data available), only 60% of children in England

met the expected standard.
Why was it a failure?

The slow pace of change speaks to the importance of long-term strategy with consistent
delivery. The fundamental challenge of deep-seated geographic inequalities meant that
decades of underinvestment in regions could not be fixed overnight. While the Boris
government argued that shifting the existing profile of government spending to more
deprived areas will itself spur levelling up, this was only applicable if billions of new

investment took place which did not occur.

In addition, to just improve educational attainment without creating high-skilled jobs would
almost guarantee skilled individuals would simply move elsewhere. Paradoxically, creating
jobs but not providing enough opportunities for skill enhancement would lead to highly

skilled individuals from elsewhere moving in, not necessarily benefiting local residents.
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If Thailand continues to grow with a relatively centralised economy, the structural issues
associated with the disproportionate concentration of economic and political power,

similar to those seen in Britain with London, are likely to continue and worsen.

Conclusion

This paper has successfully investigated the role of Bangkok in the perspective of a primate
city. It has analysed how Bangkok’s overwhelming dominance in Thailand’s economic
landscape both reflects and leads to a continued cycle of spatial inequalities. Drawing on
Jefferson’s (1939) original definition of primate cities and comparing Bangkok with London,
it underscores the fact that an overconcentration of population, economic activity, and
political power in a single city poses long-term challenges to economic development.
The case study of London illustrates that even in high-income countries, unresolved

regional disparities is a core problem to structural economic weaknesses and fiscal strain.

Thailand’s economic trajectory reveals many of the same warning signs including but
not limited to, stagnant growth, underdeveloped secondary cities and increasing fiscal
burdens. The clustering of wealth and opportunity in Bangkok and the Eastern Economic
Corridor, although leading to national output, leaves the majority of regions like the
Northeast economically isolated and underutilised. The univariate Local Moran’s | analysis
for both Thailand and the United Kingdom reinforces this similar spatial divide, revealing
a sharp contrast between high-performing regions and large areas of the country with

no significant economic clustering.

The United Kingdom’s attempt to correct such imbalances through the levelling up policy
is a representation of the immense difficulty of reversing decades of regional neglect.
While the framework and most importantly the aims of the policy were clear, inconsistent
execution and insufficient investment was the key factor for its under-targeted results.

This is a particularly important lesson for Thailand to learn from.

If Thailand wishes to move into a high-income status sustainably, it must prioritise spatially

inclusive development. The research from this paper has shown that strengthening
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secondary cities, investing in regional infrastructure and overall economic decentralisation
is key to this. Doing so would not only reduce regional inequality but also unlock untapped
economic potential to propel Thailand’s economic growth. Therefore, it can be argued
that the success of Thailand’s economic future depends not on weakening Bangkok’s

central role, but on building up the rest of the country to thrive alongside it.
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Executive Summary

The OECD/G20 Inclusive Framework’s Two-Pillar Solution represents a significant milestone
in addressing base erosion and profit shifting (BEPS) by large multinational enterprises
(MNEs). Pillar One seeks to modernise the allocation of taxing rights by reallocating a portion
of residual profit to market jurisdictions, thereby ensuring taxation aligns more closely
with value creation. Implementation, however, remains pending, given the complexity of

finalising a multilateral convention and securing ratification by key jurisdictions.
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Pillar Two establishes a global minimum corporate tax rate of 15% for MNE groups
with annual consolidated revenues exceeding EUR 750 million. The regime operates
through three interlocking mechanisms: The Qualified Domestic Minimum Top-Up Tax
(QDMTT), the Income Inclusion Rule (IIR), and the Undertaxed Profits Rule (UTPR).
These measures are designed to neutralise incentives for profit shifting and to safeguard

domestic tax bases.

Thailand enacted its Pillar Two legislation through the Top-up Tax Emergency Decree B.E.
2567 (2024), which will apply for fiscal years commencing on or after 1 January 2025. The
framework aligns with the OECD’s Global Anti-Base Erosion (GloBE) Model Rules, preserving

domestic taxing rights where local effective tax rates fall below the minimum threshold.

The introduction of Pillar Two will reduce the effectiveness of conventional tax incentives,
strengthen the integrity of Thailand’s corporate tax base, and necessitate a shift towards
alternative investment promotion measures, such as performance-based grants through
the proposed Competitiveness Enhancement Fund. Compliance obligations under
the Decree will require robust administrative capacity, detailed secondary legislation, and

enhanced digital systems.

Ongoing alignment with international standards, clear stakeholder communication,
and effective dispute resolution mechanisms will be critical to implementation. Thailand’s
timely adoption positions it to maintain fiscal sovereignty and adapt competitively within

the evolving global tax landscape.
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Introduction

In the past decade, globalization and increased digital accessibility have unified consumer
bases across borders and pushed multinational corporations (MNCs) to develop new
methods to enhance their competitiveness. As businesses expand globally, many have
taken advantage of mismatches in national tax systems to shift profits to low- or no-tax
jurisdictions, strategies that have significantly eroded the tax base of countries where real
economic activity occurs, and have led countries into a zero-sum race by cutting tax rates
to incentivise foreign investments at the cost of potential public welfare. To combat this
issue, the OECD and G20 has proposed the two-pillar framework to reform global tax rules

and provide a check and balance mechanism into the global economy.

A. Definition of Pillar 2

Originally, the two-pillar framework was first proposed in 2019 at the launch of Base erosion
and profit shifting (BEPS) 2.0 project led by the OECD, and reached a final international
agreement in October 2021 where over 136 countries, including Thailand, agreed to the
implementation of the framework. The framework consisted of Pillar 1 which focused on the
reallocation of taxing rights from a MNC’s home country to market jurisdictions, countries
where consumers or users are located, and Pillar 2 which focused on the base corporate
income tax payment of 15% for MNCs with revenue over 750 million euros internationally.
However, due to its complexity and clashes of interests, Pillar 1’s development was halted.
Nevertheless, Pillar 2 was approved and further developed with the OECD releasing the
model rules and guidance in 2022. In 2024, countries began the adaptation of pillar 2 with
the EU, UK, & Japan leading the way. In the implementation plan, Pillar Two was finalised
as a global minimum corporate tax rate of 15% to ensure that multinational enterprises

(MNEs) pay a fair share of tax regardless of where they operate.
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B. Importance of Pillar Two in Global Fiscal Policy

In the context of Global Fiscal Policy, Pillar Two will cause a major impact by correcting
the structural loopholes of the global economy which MNCs have been taking advantage
in two major ways. The first correction is the long-standing “race to the bottom,” where
average global corporate tax rates fell from 28.3% in 2000 to 20% in 2021; implementing
the two-pillar framework would subsequently increase the generation of additional
aggregate tax revenue of around $150 billion. The second correction is from tax bases,
where stabilisation will ensure predictable and sufficient tax collection to countries,
especially the developing ones which lose up to 1.3% of GDP annually due to base erosion
on average, according to the IMF. However, uncertainties around Pillar Two remain.
Implementation may be delayed due to legal and administrative complexity while some

developing countries worry that revenue gains will favor wealthier nations.

C. Objective of the Analysis

Hence, the objective of this paper is to provide a multidimensional analysis of Pillar Two’s

implementation in the context of the Thai economy. This analysis will explore potential

economic, fiscal, and social impacts of the reform, evaluate Thailand's readiness to adapt

to these changes, and assess the potential challenges and opportunities for the country

from this new concept of tax reform.
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Il. Background Information
A. Historical Overview of Tax policy

Historically, national sovereignty in tax policy has enabled countries to independently
determine corporate tax rates, which has contributed to varying approaches aimed at
attracting foreign direct investment. Between 2000 and 2020, the average statutory
corporate income tax rate in OECD countries declined by approximately 7 percentage
points, reflecting a broader trend toward increased tax competition (OECD, 2021). In
parallel, the growth of multinational enterprises (MNEs) and the expansion of cross-border
digital commerce have introduced complexities in tax administration. Current estimates
indicate that over 40% of MNE profits, approximately S1 trillion annually, are shifted to
jurisdictions with lower effective tax rates, resulting in global corporate income tax revenue
losses of up to $240 billion per year. Revenue impacts vary by income group: non-OECD
economies are estimated to lose tax revenues equivalent to 1.32% of GDP, compared to
0.66% in OECD countries. In the digital sector, effective tax rates have been observed to
average around 9.5%, compared to higher rates in more traditional industries (European
Commission, 2018). Hence, OECD had introduced the two-pillar framework as a measure

of global tax reform against these developments.
B. Overview of the 2-pillar framework

The Two Pillar framework consists of two main functions of Pillar one and Pillar two both

of which functions will be explained in this document:
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Pillar one:

Pillar One was created to modernize the allocation of taxing rights in response to
the digitalization of the global economy. The framework reallocates a portion of residual
profit from large multinational enterprises (MNEs) to market jurisdictions, irrespective of

physical presence. To qualify, for Pillar One an MNE must meet two thresholds:
1. Consolidated global revenues exceeding EUR 10 billion.
2. A profit margin above 10 percent based on global revenues.

The mechanism operates by identifying residual profit, defined as the portion of profit
exceeding a 10 percent return on revenue, and reallocating 25 percent of that amount
(Amount A) to eligible market jurisdictions. Allocation is based on the proportion of revenue
derived from each jurisdiction relative to the MNE’s global revenue. This approach is
effective in providing market jurisdictions with limited taxing rights over highly profitable

MNEs with cross-border activity according to destination-based demand system.

1. Calculate residual profit: Subtract the 10% routine return from the MNE’s global profit

margin.

2. Determine Amount A: Multiply global revenue by the residual profit margin and apply

the 25% reallocation rate.
(Amount A = Global Revenue x (Profit Margin — 10%) x 25%)

3. Calculate the jurisdiction’s allocated Amount A: Multiply the jurisdiction’s revenue

share by the global Amount A.
(Jurisdiction share = Revenue generated from Jurisdiction/Global Revenue)
Jurisdiction’s Taxable Profit = Jurisdiction Share x Amount A

Consider the case of Company A, a multinational enterprise (MNE) headquartered in
Ireland, which engages in the remote sale of consumer goods to customers in Thailand

through digital platforms. The company maintains no physical presence, personnel,
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or assets within Thailand. The group’s Ultimate Parent Entity (UPE) reports consolidated
global revenues of EUR 20 billion and pre-tax profits of EUR 6 billion, resulting in a global
profit margin of 30 percent. This satisfies the scope threshold under Pillar One, which

requires in-scope MNEs to have annual global revenues exceeding EUR 20 billion.

During the same fiscal period, Company A reports EUR 100 million in revenue derived from
Thai customers, thereby exceeding the domestic revenue threshold currently proposed
under the OECD Inclusive Framework (typically EUR 1 million for larger jurisdictions).
As such, Thailand qualifies as a market jurisdiction eligible to receive a share of Company

A’s residual profit under the Pillar One rules.
The reallocation mechanism under Amount A proceeds as follows:
1. Determine Residual Profit:

Under the Pillar One design, only profits exceeding a routine return of 10 percent of

revenue are considered residual profit. In this case:
Residual Profit = (30% — 10%) x EUR 20 billion = EUR 4 billion
2. Apply Reallocation Percentage:

A fixed proportion of residual profit (25 percent) is subject to reallocation among eligible

market jurisdictions:
Amount A = 25% x EUR 4 billion = EUR 1 billion
3. Allocate to Market Jurisdiction:

Each jurisdiction’s share of Amount A is calculated in proportion to its share of the MNE’s

global revenue. Thailand’s share is:
Revenue Share = EUR 100 million + EUR 20 billion = 0.5%
Accordingly, Thailand’s allocated Amount A is:

0.5% x EUR 1 billion = EUR 5 million
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Hence, Thailand acquires taxing rights over EUR 5 million of Company A’s global residual
profit, despite the absence of a permanent establishment or physical nexus under
traditional international tax principles. A key feature of large MNEs operating in the digital
economy is the ability to generate significant revenue from foreign markets without physical
presence. Under traditional tax rules, this often places them outside local tax jurisdiction,
resulting in forgone corporate income tax in countries where their users or customers are

located. However, with Pillar 1 this problem is resolved by a demand-based approach.
Pillar Two:

Pillar Two introduces a global minimum tax framework designed to ensure large
multinational enterprises (MNEs) pay a minimum level of tax set at 15% on the income
they earn in each jurisdiction. This policy seeks to combat base erosion and profit
shifting (BEPS) risks, particularly where MNEs shift profits to low or zero-tax jurisdictions.
The central calculation revolves around the jurisdictional Effective Tax Rate (ETR) and

the application of a Substance-Based Income Exclusion (SBIE).
The ETR is calculated using the formula:
ETR = Adjusted Covered Taxes + GloBE Income

Where Adjusted Covered Taxes represent taxes accrued in financial accounts related
to the GloBE Income, and GloBE Income is the jurisdictional income determined from
financial accounting net income or loss, adjusted to align with GloBE standards (e.g.,
excluding certain dividends, applying consistent treatment for intra-group transactions,

and adjustments for deferred tax).

The use of GloBE Income enhances the effectiveness of the pillar 2 by providing a consistent
and reliable measure of profit across jurisdictions. Unlike domestic tax bases which are
often distorted by local incentives, exemptions, and policy preferences, GloBE Income relies

on standardized financial accounts subject to internationally recognized adjustments.
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If the ETR in a jurisdiction is below 15%, a Top-Up Tax is triggered. Before calculating
the tax, the framework applies the SBIE, which excludes a fixed return (5%) on payroll and
tangible assets from GloBE income. Payroll refers to the total amount of eligible employee
compensation expenses incurred by a Constituent Entity in a jurisdiction during a fiscal
year & Tangible asset refer to Physical, depreciable assets that are used in the ordinary
course of a Constituent Entity’s business activities within the same jurisdiction. The Excess
Profit is calculated to determine the total amount that should be liable to taxation in

a specific jurisdiction.
The formula is:
Excess Profit = GloBE Income - (5% x Payroll + 5% x Tangible Assets)

The Top-Up Tax is calculated by identifying the shortfall between a jurisdiction’s effective
tax rate (ETR) and the global minimum rate of 15%, and applying that rate difference to
the portion of income considered excess profit. This approach ensures that only profits
exceeding a defined routine return—measured by a fixed percentage of payroll and tangible
assets—are subject to additional tax. With this, the system avoids penalizing jurisdictions
for hosting real economic activity and focuses instead on taxing mobile profits that are
more likely to be shifted to low-tax jurisdictions. Now that the value of Top-up Tax value
for a jurisdiction is determined, it will be enforced by the three mechanisms as specified

in the section below.
Top-up Tax = (15% — ETR) x Excess Profit
Tax Collection Mechanisms: QDMTT, IIR, and UTPR

To operationalize the global minimum tax, Pillar Two relies on a structured set of taxing
mechanisms applied in a fixed order: 1) Qualified Domestic Minimum Top-Up Tax (QDMTT)
2) Income Inclusion Rule (IIR), and 3) Undertaxed Profits Rule (UTPR).
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1. Qualified Domestic Minimum Top-Up Tax (QDMTT)

QDMTT gives the jurisdiction where the income arises the primary right to impose
the top-up tax. If the ETR is below 15%, the jurisdiction may apply a domestic top-up tax,
provided its rules are aligned with the GloBE framework and meet OECD technical criteria.

This protects source jurisdictions’ taxing rights and sovereignty.

Example: An MNE operates in Country A with a 10% ETR. Country Aimplements a QDMTT
that aligns with OECD guidance. It applies a 5% top-up tax locally, thus collecting the tax

without deferring to a foreign jurisdiction.

Income Inclusion Rule (1IR)

The IIR allows the jurisdiction of the Ultimate Parent Entity (UPE) to collect the top-up
tax on low-taxed subsidiaries if no QDMTT is in place. This rule is conceptually similar
to Controlled Foreign Corporation (CFC) rules. The parent jurisdiction must have legal

authority to impose this tax and access to relevant accounting data.

Example: Company B is headquartered in Country B and owns a subsidiary in Country C
with a 9% ETR. Country C has no QDMTT. Country B imposes a 6% top-up tax on its parent
entity under the IIR.

Uszanaunsiasusialne Usgsnlasunai 3/2568 121



Undertaxed Profits Rule (UTPR)

UTPR serves as a backstop. If no QDMTT or IR is applicable, jurisdictions where the MNE
has operations may deny deductions or apply equivalent adjustments to collect their
share of the top-up tax with the value based on the total amount of top up tax which
other jurisdictions did not collect the entirety from QDMTT and IIR. Allocation is based

on headcount and tangible assets.

Example: If the parent jurisdiction of Company C refuses to apply the IR and no QDMTT
exists, Country D (where the MNE has 30% of its global workforce and assets) may deny
deductions equal to 30% of the total unpaid top-up tax globally.

To ensure the rules apply, each jurisdiction is permitted to collect only the portion of
the residual top-up tax that has not already been satisfied under QDMTT or IIR. This
prevents multiple jurisdictions from taxing the same income. Additionally, in practice
countries must adhere to information-sharing protocols and standardized reporting under
the GloBE Information Return to verify how much of the liability has already been discharged.

This mechanism acts as a safeguard to prevent excessive or duplicate taxation.
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Implementation Status of the two-pillar framework

In this next part, the international implementation of the OECD/G20 Inclusive Framework’s
Pillar Two rules will be explained. According to recent developments, implementation has
proceeded unevenly across global jurisdictions depending on the regional and political
influences. For those countries which have committed to the adaptation of the framework,
the speed and effectiveness of implementation will depend on the differing administrative
capacities, legislative infrastructure, and fiscal flexibility. This section will be divided into
5 sections according to each economic region with a particular focus on the Asia—Pacific

to ensure relevance and applicable information from this section.

However, it must be noted that Pillar one has not yet been implemented by any country
officially due to its complexity. Majorly, the legal framework requires ratification of a new
Multilateral Convention (MLC). To date, this convention has not secured the necessary
ratifications by key jurisdictions, including the United States and certain European Union
member states. Consequently, although some countries have temporarily suspended or
refrained from introducing unilateral digital services taxes (DSTs) in good faith, the formal
reallocation of taxing rights under Pillar One remains pending and is not yet legally in
force anywhere. Subject to timely ratification and domestic legislative processes, earliest
practical application is anticipated no sooner than fiscal years commencing in 2026 or

thereafter.
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1. Asia-Pacific Region
1.1 Japan

Japan has fully legislated all three core components of the Pillar Two framework.
The Income Inclusion Rule (1IR) took effect from April 1, 2024, while the Undertaxed Profits
Rule (UTPR) and the Qualified Domestic Minimum Top-Up Tax (QDMTT) are scheduled
for implementation from April 1, 2026. These legislative changes were enacted through
amendments to Japan’s National Tax Act, supported by supplementary enforcement
ordinances. The phased timeline aims to provide sufficient lead time for tax administrators

and multinational enterprises (MNEs) to prepare for compliance.

Japanese authorities have issued technical guidance on computing Global Anti-Base Erosion
(GloBE) income, jurisdictional effective tax rates (ETRs), and adjustments under Japanese
Japanese GAAP (Generally Accepted Accounting Principles) and IFRS (International
Financial Reporting Standards). Although formal safe harbour provisions are not yet law,
the Ministry of Finance plans to introduce transitional relief mechanisms and simplified
compliance options through delegated regulations, aligning with OECD guidelines.
Additonally, Japan is also investing in its tax reporting infrastructure, enhancing online
submission platforms for the GloBE Information Return (GIR). These upgrades facilitate
electronicfiling, data validation, and information sharing among OECD member countries.
Additionally, the government engages with Japanese MNEs through educational seminars

and information sessions to ensure compliance readiness via a special online platform.

] Y
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1.2 South Korea

South Korea has implemented the Income Inclusion Rule (lIR) since January 1, 2024,
and plans to enforce the Undertaxed Profits Rule (UTPR) from January 1, 2025. Legislation
for the Qualified Domestic Minimum Top-Up Tax (QDMTT) is under active consideration
for future implementation. The country's legal framework closely aligns with OECD GloBE
Model Rules, focusing on jurisdictional effective tax rate (ETR) calculations and systematic

top-up tax application.

Regarding implementation, South Korea has adopted a proactive approach with
Presidential Decrees, Enforcement Rules, and Ministerial Guidelines defining Pillar Two's
practical application. These regulations cover entity scope, safe harbour rules, GloBE
income calculation methods, and compliance timelines. The National Tax Service (NTS) has
invested significantly in digital tax infrastructure, including secure platforms for electronic
GloBE Information Return (GIR) submissions. These enhancements ensure compliance
with OECD standards, facilitate cross-border information exchange, and streamline

administrative processes for multinational enterprise (MNE) groups.

1.3 Australia

¥ Australia has fully legislated all three Pillar
= Two components, with the QDMTT effective
from 1 January 2024, followed by the IIR
and UTPR coming into effect on 1 January
- 2025. This prioritization of QDMTT reflects
| Australia’s strategic intent to protect its
| domestic tax base before residual profits can
be captured by foreign jurisdictions under
the UTPR. The legislation was enacted through
a Treasury Law Amendment Bill, which

incorporates all required OECD terminology

and minimum standard conditions.
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Administratively, Australia’s approach
includes detailed legislative explanatory
memoranda, safe harbour provisions, and
the creation of new compliance channels
within the Australian Taxation Office
(ATO). The QDMTT rules are designed to
apply entity-level adjustments based on
GloBE income and local ETRs, thereby
ensuring domestic retention of tax revenues.
The inclusion of both transitional and
permanent safe harbours reflects a practical

awareness of industry compliance burdens

and data availability constraints.

1.4 Thailand

Thailand formally enacted its Pillar
Two legislation through the Top-up Tax
Emergency Decree B.E. 2567 (2024),
promulgated on 26 December 2024,
with the law entering into force for fiscal

years starting on or after 1 January 2025.

" The Decree introduces all three core

mechanisms: QDMTT, IIR, and UTPR, each
designed to be compliant with OECD GloBE

| model rules. This legislative framework

operates independently from the Thai
Revenue Code, granting administrative
flexibility for future updates via royal

decrees.
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The Decree applies to MNE groups with consolidated global revenue exceeding the EUR
750 million threshold in at least two of the preceding four fiscal years. The calculation
methodology for the top-up tax aligns with OECD norms, using the difference between
the jurisdictional ETR and the global minimum of 15%. Although safe harbours and other
relief mechanisms have not yet been formalized, the Decree explicitly allows for their

future incorporation via subordinate legislation.

Administrative obligations include notification to the Ministry of Finance, submission
of the GloBE Information Return (GIR), and a local top-up tax return—all due within 15
months after the fiscal year-end of the ultimate parent entity, with an 18-month extension
granted for the initial year. The first filing deadline for in-scope entities with calendar-year
fiscal periods will be 30 June 2027. Penalties for non-compliance include a surcharge of
up to 200% of unpaid top-up tax and monthly interest of up to 1.5%, with discretionary

reduction subject to ministerial approval.

2. North America
2.1 Canada

Canada has fully legislated all three Pillar Two components, with the IR and QDMTT
effective from 1 January 2024, and the UTPR scheduled for enforcement from 1 January
2025. The legal framework is codified under the federal Income Tax Act and supported
by a series of regulations that provide comprehensive compliance guidance and taxpayer

instructions.

With regards to adminitration, Canada has prioritized stakeholder engagement, conducting
public consultations with MNEs, tax professionals, and provincial authorities. Safe harbour
provisions and simplified administrative pathways have been incorporated to ensure
compliance feasibility. Moreover, digital modernization of filing platforms and inter-agency

coordination is underway to ensure seamless implementation.
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United States

As of June 2025, the United States has
not legislated Pillar Two rules. Although
the Global Intangible Low-Taxed Income
(GILTI) regime remains in place, it does
not meet the OECD’s requirements for
a qualified IIR due to its use of global
blending. The absence of UTPR or QDMTT
legislation places U.S.-headquartered
MNEs at risk of top-up taxation by foreign

jurisdictions.

While the U.S. Treasury continues to engage diplomatically with the Inclusive Framework,
Congressional resistance—particularly around sovereignty concerns and outbound tax
shifts—has hindered formal adoption. This non-alignment creates uncertainty for U.S.

multinationals operating in jurisdictions that enforce QDMTTs or UTPR allocations.

3. Africa
3.1 South Africa

South Africa has enacted the Income Inclusion
Rule (IIR) and a Qualified Domestic Minimum
Top-Up Tax (QDMTT), both effective for fiscal |
years beginning on or after 1 January 2024. : e
The Undertaxed Profits Rule (UTPR) is not (s
yet legislated but remains under review. R -

These measures were incorporated through
amendments to the Taxation Laws Amendment

Act, positioning South Africa among the first

adopters of Pillar Two on the African continent.
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The South African Revenue Service (SARS) has issued guidance outlining safe harbour
eligibility, jurisdictional ETR calculation, and QDMTT allocation rules. There is also policy
work underway addressing sector-specific complexities, notably for extractive industries and
state-owned enterprises, given their unique fiscal treatments. Digital reporting capabilities
are being developed to facilitate submission of the GloBE Information Return (GIR) and

other compliance obligations.

4. Latin America

4.1 Brazil

Brazil has enacted legislation introducing a QDMTT, effective from 1 January 2025.
Draft rules for the IIR and UTPR are currently under development, with implementation
expected following the finalization of broader corporate tax reform initiatives. Brazil’s
path to Pillar Two implementation is shaped by structural complexities in its tax system,
including non-alignment with IFRS, extensive indirect taxation, and multi-layered federal

and subnational fiscal structures.

To address these challenges, the Ministry of Finance has released proposals for transitional
ETR calculations, along with administrative frameworks that accommodate local
accounting principles and facilitate future alignment with GloBE standards. These include
simplified methodologies for calculating covered taxes and income in the early years of

implementation.
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5. Middle East
5.1 United Arab Emirates

The United Arab Emirates (UAE) has enacted all three Pillar Two rules—QDMTT, IIR, and
UTPR—with an effective date of 1 January 2025. This follows the introduction of the 9%
federal corporate income tax regime in 2023. The new rules apply to MNE groups with

consolidated revenues of at least EUR 750 million, aligning with OECD-specified thresholds.

The UAE Ministry of Finance has conducted public consultations and issued administrative
guidance addressing scope, compliance obligations, and transitional relief. Special
provisions apply to entities located in Free Zones, with clear criteria established for
determining the application of top-up taxes. Guidance also incorporates OECD-compliant
safe harbour frameworks and clarifies filing procedures for both the GloBE Information

Return and top-up tax filings.

Impact Analysis
A. Economic Implications
1. Impact on Corporate Taxation

The introduction of the global minimum tax regime under the OECD Pillar Two framework
imposes a jurisdictional effective tax rate (ETR) floor of 15% on multinational enterprise
(MNE) groups with consolidated annual revenues exceeding EUR 750 million. For Thailand,
this policy shift will redefine the utility of traditional tax incentives. While statutory rates
remain at 20%, various investment promotion schemes such as those administered by the
Board of Investment (BOI) have historically allowed in-scope MNEs to reduce their ETR
to near-zero levels. Under the Qualified Domestic Minimum Top-up Tax (QDMTT), these
tax preferences are effectively neutralized, as Thailand will collect any shortfall between

the ETR and the global minimum.
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This adjustment ensures that Thailand retains domestic taxing rights over low-taxed
income, mitigating revenue loss to foreign jurisdictions under the IIR or UTPR. Furthermore,
the implementation of Pillar Two reduces the attractiveness of profit-shifting arrangements
involving low-tax jurisdictions. OECD estimates suggest that the volume of profit shifted
globally could decline by up to 50%, resulting in a more equitable allocation of taxable
income across jurisdictions. The Ministry of Finance can reasonably expect a gradual
broadening of the domestic corporate tax base and more transparent reporting by

in-scope MNEs, thereby enhancing medium-term revenue sustainability.
2. Effect on International Tax Competition

Pillar Two curtails the strategic use of low corporate tax rates as a tool for investment
attraction. Jurisdictions can no longer offer preferential regimes to large MNEs without
triggering compensatory taxation abroad. This policy realignment shifts the focus of
international tax competition from statutory tax rates to structural competitiveness,
including infrastructure quality, legal certainty, workforce capabilities, and administrative
efficiency. In response, several regional comparators have adopted alternative fiscal tools.
Singapore, for instance, will implement a refundable tax credit system to substitute for
foregone incentives. Thailand’s own strategic response includes the establishment of
the Competitiveness Enhancement Fund, under which a portion of QDMTT revenues will
be recycled into performance-based grants to eligible investors. This mechanism allows
Thailand to comply with the GloBE framework while preserving its ability to promote
high-impact investment. In the long term, the transtion will demand a coordinated policy
between the Ministry of Finance and investment promotion agencies to ensure alignment

between tax policy objectives and long-term development goals.
B. Legal Considerations
1. Compliance Requirements

Thailand’s Emergency Decree on the Top-up Tax B.E. 2567 introduces comprehensive

reporting and compliance obligations consistent with the OECD’s GloBE Model Rules.
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Thai constituent entities of in-scope MNEs must submit a GloBE Information Return (GIR)
within 15 months following the end of the UPE’s fiscal year: extended to 18 months for
the first reporting cycle. The GIR requires jurisdiction-level disclosures on income, covered

taxes, and top-up tax computations.

To avoid redundancy, the decree permits reliance on information exchanged from other
jurisdictions, provided Thailand has a bilateral exchange mechanism in place. Nevertheless,
Thai entities remain liable for submitting a domestic top-up tax return if QDMTT obligations
arise. Non-compliance is subject to administrative penalties of up to 200% of the unpaid
tax and monthly interest surcharges of 1.5%, with discretion granted to the Director-

General for reductions under ministerial regulations.
2. International Agreements

The consistent and coordinated application of Pillar Two rules across jurisdictions is
essential to prevent double taxation and ensure legal certainty. Thailand’s full incorporation
of QDMTT, IIR, and UTPR positions the country to avoid revenue leakage and disputes
regarding taxing rights over low-taxed income. Further alignment through ratification of
multilateral instruments, including the OECD’s Subject to Tax Rule (STTR) Convention,
will be critical in reinforcing Thailand’s source taxing rights over cross-border payments

subject to inadequate taxation abroad.

Additionally, Thailand must remain engaged with the Inclusive Framework to ensure the
integration of evolving administrative guidance, particularly in relation to safe harbours,
information returns, and dispute resolution protocols. Legal predictability for investors
will depend on the Ministry of Finance’s capacity to implement such guidance thr ough

ministerial or departmental regulations without undue delay.
C. Social Implications
1. Equity Concerns

Pillar Two has been widely characterized as a mechanism to enhance the fairness of
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international taxation. It ensures that large, profitable MNEs are no longer able to
reduce their global tax burden through preferential regimes and aggressive tax planning.
For Thailand, this introduces a more equitable tax environment, particularly when domestic
firms of which the majority are outside the scope of GloBE routinely face statutory rates of
20%. The removal of extreme tax advantages for selected foreign investors may improve

public confidence in the integrity of the corporate tax system.

However, there are equity challenges that merit careful consideration. The current structure
of Pillar Two inherently favors capital-exporting countries with administrative capacity
to enforce the IIR and UTPR. Without implementing a domestic top-up mechanism,
capital-importing countries like Thailand risk losing taxing rights over profits generated
within their borders to foreign jurisdictions. Thailand’s early adoption of a QDMTT was

therefore not only prudent but necessary to safeguard revenue sovereignty.

Moreover, many developing economies, including Thailand, have historically employed
tax incentives to attract investment into lagging sectors or regions. These incentives
often form part of long-term fiscal agreements or investment treaties. The imposition of
top-up taxes whether domestic of foreign may erode the net benefit of such arrangements
and raise questions around fiscal stability and investor trust. To address this, the Ministry
of Finance must coordinate with the BOI and other agencies to ensure that alternative
support mechanisms (e.g., targeted grants or infrastructure subsidies) are developed in

a manner consistent with OECD rules but sensitive to Thailand’s development priorities.

The broader implication is that while Pillar Two enhances horizontal equity among
countries, it may generate vertical inequities unless developing countries can meaningfully
participate in the regime. Thailand’s compliance infrastructure, regulatory agility, and
investment policy coordination will determine whether it benefits proportionately from

the new allocation of taxing rights.
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Policy Recommendations
1. Strengthen Administrative Capacity and Digital Systems

Effective enforcement of the Qualified Domestic Minimum Top-up Tax (QDMTT),
Income Inclusion Rule (IIR), and Undertaxed Profits Rule (UTPR) will depend on modern
administrative capability. The Ministry of Finance should prioritise the development of
an integrated digital platform for the GloBE Information Return (GIR) and related top-up
tax filings. Investment in secure e-filing systems, automated data-matching tools, and
real-time validation will ensure that in-scope multinational enterprise (MNE) groups can
comply efficiently. Equally, capacity-building initiatives for tax officials on jurisdictional
effective tax rate (ETR) calculations, safe harbour conditions, and covered taxes should

be accelerated to maintain consistent interpretation and enforcement.
2. Publish Clear Secondary Rules and Safe Harbour Provisions

Given that the Emergency Decree provides only the legislative framework, detailed
regulations and practical guidance are required to operationalise the regime.
The Ministry of Finance should issue timely ministerial regulations clarifying the calculation
methodology for top-up tax, transitional safe harbours, de minimis exclusions, and
simplified filing options in accordance with OECD guidance. Clear domestic rules will
minimise compliance disputes, strengthen taxpayer certainty, and ensure that Thailand’s

QDMTT remains “qualified” under international standards.
3. Coordinate Investment Promotion with Strategic Agencies

While the global minimum tax limits the effectiveness of traditional tax incentives,
it does not preclude the use of alternative investment promotion measures. The Ministry
of Finance should work closely with the Board of Investment (BOI) to design transparent,
performance-based grants and competitiveness subsidies. The planned Competitiveness
Enhancement Fund should be governed by robust eligibility criteria and clear reporting
to ensure that resources are channelled into high-value projects aligned with Thailand’s

industrial strategy. This coordination will help maintain Thailand’s position as an attractive
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location for sustainable, high-tech investment while remaining compliant with GloBE

requirements.
4. Ensure International Alignment and Dispute Resolution Readiness

To mitigate the risk of double taxation and overlapping claims, the Ministry of Finance
should reinforce Thailand’s commitment to coordinated implementation. This includes
preparing to ratify the Multilateral Instrument (MLI) covering the Subject to Tax Rule (STTR)
and reviewing bilateral tax treaties for consistency with Pillar Two rules. Strengthening
domestic procedures for Mutual Agreement Procedures (MAP) will ensure that Thailand
can resolve cross-border tax disputes efficiently. Active participation in the OECD Inclusive
Framework will also enable Thailand to quickly adopt new administrative guidance, safe

harbours, or revisions to calculation rules as global practice evolves.
5. Strengthen Public Confidence

Clear communication is essential to maintain trust among businesses, investors, and
the public. The Ministry of Finance should lead outreach efforts in partnership with tax
practitioners, industry associations, and local chambers of commerce to clarify compliance
obligations under the GIR and QDMTT. It should also ensure that affected stakeholders
understand how revenues from top-up taxes will be reinvested through mechanisms such
as the Competitiveness Enhancement Fund. Transparent messaging will help demonstrate
that the reform is not only about taxation but also about building long-term economic

resilience and fairness.
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Executive Summary

Thailand faces a convergence of structural economic challenges: decelerating growth,
high private-sector debt (180% of GDP), growing public debt (projected at 66% of GDP in
2025), rapid population aging, and a large informal labor sector that encompasses over
half the workforce. This informality undermines tax collection, restricts credit access, and

leaves millions without social protections.
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To address these interlocking issues, this paper proposes the Country’s Basic Bank,
a universal, government-managed savings account opened at birth for every Thai
citizen. Overseen by a flexible central public body, the system allows citizens to open
accounts at participating banks, creating a lifelong financial identity linked to national ID,
enabling digital wage payments, automatic tax withholding, and seamless social-security
enrollment. Over time, these accounts will transform informal, cash-based transactions into
traceable financial flows, expanding the formal tax base, reducing leakages, and improving

the delivery of public services.

The system enables the use of advanced econometric credit-risk models, including
ensemble methods, ARIMA cash-flow forecasts, and survival analysis, offering transparent
and accurate risk assessment for underserved borrowers. Simultaneously, account-level
fiscal data will power real-time economic monitoring, nowcasting, and microsimulation,

supporting more agile and equitable policy decisions.

Each account will be seeded with a B1,000 government contribution, pooled and managed,

possibly by the Government Savings Fund under a conservative investment mandate.

Upon reaching adulthood, funds may be withdrawn for productive, verified uses like higher
education, first homes, or entrepreneurship. A national financial literacy curriculum will

accompany the rollout, ensuring account holders understand and maximize their capital.

By embedding every Thai citizen into the formal financial system from birth, this integrated
solution promotes inclusive growth, strengthens fiscal sustainability, and equips future

generations with tools for upward mobility and formal economic participation.
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Widespread Informality

Thailand's informal labor sector is extensive, encompassing 21 million workers, 52.3% of
the total workforce of 40.1 million. Informal workers are generally not covered by labor
protection or social security laws and often lack fixed hours, consistent wages, or access
to legal protection. This group includes self-employed entrepreneurs and small business
owners, particularly in the agricultural sector, which employs more than half of all informal
workers and yields nearly half the income of formal-sector employment (National Statistical

Office, 2023; OECD, 2023).

Demographically, about half of informal workers are aged 40-59, and 4.4 million of
Thailand’s 5.1 million elderly workers (over 60) remain in the informal sector. Although
informal work is nearly equally distributed between men and women, it persists longer
for women, reflecting their dual roles in caregiving and income generation. Educational
attainment is typically low, most have only completed primary education, and 28% face

job instability, overwork, or wage issues (Paweenawat, 2023). Despite initiatives like Section

40 to expand social protection for self-employed workers, only around 5-6 million out of

20 million contribute. These vulnerabilities became especially clear during the pandemic,
when informal workers faced severe income disruptions but benefited from the sector’s

flexibility (OECD, 2023; Paweenawat, 2023).
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Labor Market Rigidities and Regulations

Thailand’s strong employment protection laws, especially concerning severance pay, create
high dismissal costs and discourage formal job creation. As a result, the country ranks

low in global labor market flexibility, placing 102nd out of 141 countries (OECD, 2023).

Additionally, mandatory social security contributions totaling 10% of wages increase

the cost of formal employment, particularly for small firms.

These structural costs are projected to rise as more people qualify for benefits, further
widening the gap between formal and informal employment. Another barrier is the lack
of legislation against age-based hiring discrimination, which is common in job listings
and restricts older workers' access to the formal labor market. While Thailand supported

related ILO guidelines in 1980, enforcement remains weak (OECD, 2023).
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Education and Skills Gaps

Educational and skills disparities reinforce informality. Most informal workers have limited
schooling, usually just primary education, resulting in concentration in low-skilled jobs
(National Statistical Office, 2023; Paweenawat, 2023). The problem is acute among youth.
Despite overall labor market resilience, youth unemployment remains high, especially
for women. Long-term unemployment is also rising: 25% of young job seekers have been

searching for over six months.

The NEET (Not in Education, Employment, or Training) rate for Thai youth aged 15-24 has
surpassed the OECD average, and 45% of workers in this group are in informal employment,
risking long-term detachment from the formal economy. Although employment support
services are available, awareness and participation in guidance programs declined between

2019 and 2021. Only half of unemployed youth have been reached by these services.

Long Run Policy Proposal:

In Thailand today, over half of our workforce operates outside the formal financial
and regulatory system. This pervasive informality erodes fiscal revenues, constrains
government investment in infrastructure and human capital, and leaves millions of workers
unprotected from economic shocks, unsafe conditions, and inadequate social benefits.
Despite repeated efforts to reduce red tape and strengthen enforcement, the absence of
reliable identification and digital payment pathways continues to push small entrepreneurs
and wage-earners into cash-only transactions, beyond the reach of taxation, credit, and

social-security schemes.

To address these challenges at their root, | propose the introduction of a universal,
government-issued bank account for every newborn. By embedding each citizen within
the formal financial ecosystem from birth, we create a guaranteed channel for transparent
wage payments, social-security contributions, and progressive tax collection, transforming
once-informal economic activity into traceable, regulated flows. Early enrollment in

a bank account will also facilitate automatic registration for pension and health-insurance
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programs, promote financial literacy through custodial education, and lower the barrier
to credit and digital savings products. Over time, this measure will expand the tax base,
strengthen workers’ welfare and bargaining power, and foster higher productivity through
better access to formal financial services, setting Thailand on a path toward more equitable

growth and sustainable public-finance management.

Embedding every Thai citizen in the formal financial system from day one will hinge
not only on universal birth-to-bank-account enrollment, but also on ensuring there is
a banking infrastructure capable of servicing this entire population. To make the proposal
more flexible, citizens could open accounts at participating banks, overseen by a central
body that could be an existing state agency or a new entity under the Ministry of Finance,
or the Bank of Thailand. This central body would retain the core mission of ensuring
the standardized opening and management of accounts for newborns and the provision
of low-cost, accessible services throughout life. By vesting this central body with the

mandate to:

 Automatically inaugurate a basic savings account linked to each citizen’s national ID

at birth;

- Collect and remit wages, social-security contributions, tax withholdings, and government

disbursements (pensions, health subsidies) directly through these accounts;

- Offer digital payment and credit products tailored to vulnerable and low-income

households;

We can transform Thailand’s informal cash economy into a transparent, regulated financial
ecosystem. This public-private partnership model, combining government oversight with
services from participating banks, could ensure that even the smallest micro-entrepreneurs

or rural workers have reliable access to banking services.
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Refined Predictive-Modeling Framework for Credit Risk

Embedding every citizen in a lifelong, transaction-level bank account enables
the development of robust, econometric and statistical credit-scoring models rather than

generic “machine-learning” black boxes.
Key methods include:
1. Ensemble Methods for Nonlinear Patterns

Augment linear scorecards with gradient-boosting machines (GBM) or random-forest
classifiers to capture nonlinear interactions (for instance, between seasonal income
fluctuations and expenditure spikes). Combine multiple algorithms in a stacked ensemble,

improving out-of-sample accuracy and stability in PD estimates.
2. Time-Series Forecasting of Cash Flows

Apply ARIMA or exponential-smoothing state-space models to individual account
balances, generating forward-looking features such as projected balance trajectories and
early-warning indicators of cash-flow stress. Incorporate these forecasts as covariates

in your credit-risk models to anticipate liquidity shocks before they materialize.
3. Survival Analysis for Default Timing

Use Cox proportional-hazards models (or parametric survival regressions) to estimate
the hazard rate of default over a borrower’s lifecycle, allowing dynamic provisioning and

targeted intervention when risk spikes.
4. Segmentation and Clustering

Perform unsupervised clustering (e.g., k-means or hierarchical clustering) on behavioural
profiles to segment borrowers into risk cohorts, enabling differentiated pricing and tailored

credit-limit policies.

By shifting from generic “machine learning” to these well-established predictive

modeling and econometric techniques, lenders and regulators at the public agency—gain
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transparent, explainable, and rigorously validated credit-risk assessments. This precision
minimizes adverse selection, optimizes capital allocation, and expands inclusion by reliably

underwriting borrowers who were previously “thin-file” or entirely excluded.

Strengthening Fiscal Sustainability and Mitigating Budget Deficits

Embedding universal bank accounts for all Thai citizens will do more than just improve
credit allocation, it will also strengthen our revenue base and enhance the precision of

economic statistics, paving the way for more targeted and effective policy interventions.

By channeling wages and transactions through traceable accounts, the government can
automate personal-income tax withholding at the source. Employers will remit taxes
directly from payroll deposits, converting formerly cash-only wages into compliant, digital
flows. At the same time, value-added tax and business-tax liabilities will be captured
through routine account transactions, significantly broadening the formal tax base.
These measures can boost annual fiscal revenues over the long term without raising
headline rates, thereby providing more stable funding for infrastructure, education, and

healthcare.

Continuous feeds of deposit, withdrawal, and withholding records into the Ministry of
Finance and the National Statistical Office will make it possible to implement real-time
fiscal nowcasting. Using Kalman-filter and other dynamic econometric techniques, analysts
can update revenue forecasts on a monthly basis, sharply reducing forecast errors and

enabling timely budget adjustments in response to evolving economic conditions.

Linking anonymized account histories with demographic registers will support
household-level microsimulation for policy design. Before rolling out any new tax credits,
rate structures, or social-transfer programs, policymakers can run detailed simulations
on synthetic populations. This approach illuminates distributional impacts and identifies

optimal benefit levels, ensuring that interventions are both equitable and cost-efficient.
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With comprehensive administrative data replacing sporadic survey sampling, employment,
income, and consumption metrics will gain unprecedented accuracy. Margins of error will
shrink dramatically, and disaggregated transaction data will allow the National Economic
and Social Development Council to monitor sector-specific trends, whether in agriculture,

manufacturing, or services, and tailor sectoral policies accordingly.

Moreover, near-real-time indicators of behavioral responses, such as shifts in spending

following a tax-rate change, will create rapid feedback loops for adaptive policymaking.

The government can use these insights to calibrate economic relief measures or targeted
incentives, such as conditional cash transfers or regional tax holidays, to the communities

and households that need them most.

As a result of higher and more predictable revenue inflows, the persistent trend of budget
deficits can be mitigated to some extent. Greater tax compliance and broadened bases
reduce the need for deficit financing, while improved nowcasting helps avoid unexpected
shortfalls and the costly interest burdens they entail. Over time, this strengthens fiscal
resilience, allowing the government to draw down existing debt levels, lower borrowing
costs, and allocate resources more efficiently across competing priorities, lessening

the burden of debt servicing cost.

Together, these innovations will both expand Thailand’s formal revenue base and transform
how policies are designed, evaluated, and adjusted. By utilizing universal financial inclusion
alongside advanced fiscal analytics, we can achieve more equitable growth, stronger

public-finance sustainability, and truly evidence-based governance.
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Further Implementation: Human Capital Improvement

To operationalize the Child Capital Account, the Thai government will deposit B1,000
into each account at birth, triggered automatically upon registration in the national civil
registry. These funds will be pooled and professionally managed by a designated public
entity, such as the Government Savings Fund (GSF), which already oversees retirement
portfolios for informal-sector workers. Leveraging GSF’s investment capacity and
risk-governance infrastructure, the portfolio will follow a risk-averse, capital-preserving
strategy—primarily composed of Thai government bonds, complemented by modest
allocations to global equities and infrastructure to provide long-term, inflation-adjusted
returns (Government Savings Fund, 2024). All earnings will be reinvested, allowing the
principal to compound securely over an 18-year horizon. As such, considering 461,421
were born in 2024, implementation would mean that at least 461,421,000 would need to

be injected each year to keep the program running.

Upon reaching age 18, the funds will become withdrawable for productive, formally verifiable
purposes—such as higher education, vocational training, registered business start-ups, or
first-time homeownership. This ensures that the capital seeded at birth translates directly

into human capital and formal economic participation (Darity & Hamilton, 2010).

Crucially, this model is designed to be more competitive than traditional savings
products offered by commercial banks, which typically yield below-inflation interest
and are often inaccessible to low-income households due to account minimums, fees,
and documentation barriers (Bank of Thailand, 2023). In contrast, the Child Capital Account
is fee-free, government-backed, and automatically opened for every citizen, offering
a low-risk investment vehicle with higher expected real returns—particularly attractive to

underserved and informal households.

To maximize long-term impact, the government will also roll out a national financial
literacy program integrated into the basic education curriculum. Starting at the lower-

secondary level, students will receive formal instruction in budgeting, compound interest,
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responsible borrowing, digital payments, and long-term planning—co-developed by
the Ministry of Education, the central coordinating body, and GSF. These lessons will
incorporate real-world simulations using students’ own Child Capital Accounts to foster
ownership and understanding. Upon turning 18, account holders will also have access to
mobile apps, workshops, and account planners that help them compare returns, assess

risks, and choose appropriate uses for their matured funds.

By combining government-guaranteed savings, investment discipline, financial literacy,
and restricted-use withdrawals, this program ensures that the capital does not just sit
idle, but becomes a springboard for formal-sector mobility and intergenerational equity.
Over time, it will place competitive pressure on commercial banks to raise standards for
inclusivity and transparency, while building a financially literate population embedded in

the formal economy from birth.

Disclaimer: The views and opinions expressed in this paper are solely those of the author
and do not necessarily represent those of the Office of Fiscal Policy or the Ministry of
Finance of Thailand.
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