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PM backs SDGs at summit

Confirms country’s
commitment to UN

POST REFORTERS

Prime Minister Srettha Thavisin yester-
day confirmed Thailand's commitment
to realising the Sustainable Develop-
ment Goals at the SDG Summit 2023,
saying the country has issued two sets
of sustainability bonds that have raised
US$12.5 billion in green and social
investments at the national level.

Speaking in New York, Mr Srettha
said Thailand has also launched the
Thailand Green Taxonomy as a ref-
erence tool for economic activities
deemed environmentally sustainable.

More than 100 companies that make
up the Global Compact Network Thai-
land (GCNT) have pledged to invest
$43 billion in SDG-related projects by
2030, he added.

Mr Srettha, who also serves as
finance minister, delivered a state-
ment at the Leaders’ Dialogue 6 of the
SDG Summit 2023 dubbed “Mobiliz-
ing finance and investments and the
means of implcmcntation for SDG
achievement” The event took place at
the Trusteeship Council Chamber at
the United Nations Headquarters in
New York.

The PM is attending the 78th Session
ofthe UN General Assembly (UNGA78)
from Sept 18-24. It is his first overseas
trip as the head of government, where
he is due to meet with national and
business leaders,

“In this decade, we need transforma-
tive actions. We need to foster effective
multilateralism and a strong multilat-
eral architecture, which will allow us to
accelerate the implementation of the
SDGs,” Mr Srettha said.

“My government will play a proac-
tive role on the global stage. We will
reach out to our friends and partners
to forge collaboration to meet these

challenges,” he told the forum.

The UN has dubbed this period the
“Decade of Action’; saying political will
must go hand in hand with interna-
tional solidarity.

Itisalso crucial for the international
community to address the SDG financ-
ing gap, scale up SDG investment, find
innovative sources of finance, and level
the playing field regarding interna-
tional financial architecture, govern-
ment spokesperson Chai Wacharonke
said in a statement.

Thailand supports the call by UN
Secretary-General Anténio Guterres to
reform this architecture, as well as his
request for an annual SDG stimulus of
$500 billion until 2030, Mr Chai added.

According to Mr Srettha, a more
people-centred and planet-centric
developmental approach is also cru-
cially needed.

Mr Srettha said in the statement
delivered to the summit that the Sutfi-
ciency Economy Philosophy (SEP) con-
ceived by His Majesty King Bhumibol
Adulyadej The Great, as well as the
Bio-Circular-Green Economy Model
(BCG), will help strike a balance among
the economic, social, and environmen-
tal goals of the SDGs.

Thailand has made the following
national commitments to achieving
the SDGs, with the aim of improving
peaple’s livelihoods:

1. A pledge to leave no one behind
while reaching those furthest behind
first, with the aim of alleviating all
households living with generational
poverty from their plight by 2027,

2. A pledge to promote and protect
the human rights of all persons. To pro-
mote the right to health, Thailand will
adopt measures to ensure the number
of households facing health impover-
ishment is minimised to below 0.25%
by 2027.

3. Apledge to foster cooperation and
partnerships at all levels in support of
climate action, including ensuring
access to affordable modern energy
services for all by 2030.

News ID: C-230921001009 (21 Sep 23/04:28)

We need to

foster effective
multilateralism
and a strong
multilateral
architecture, which
will allow us to
accelerate the
implementation of
the SDGs.

SRETTHA THAVISIN
PRIME MINISTER
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Downsides to digital cash handout plan

Wy

1
ad® ﬂ ‘
Pheu Thai's Srettha Thavisin — who was later elected prime minister —announces the party's 10,000-baht digital wallet policy at a campaign rally on
April 6. PATTARAPONG CHATPATTARASILL

ECONOMY TALK We have already heard about the upsides of
Chartchai _ ! this program, which include (1) the introduc-

i . ’ tion of new technology in the guise of digital
money and a digital wallet, (2) promoting
local economies, and (3) boosting GDP
through the money multiplier effect, which
can contribute an extra 5.9% to nominal GDP
growth and 3.6% to real GDP growth.

Parasuk

announced in a previous article that My immediate observation is to ask why no
today’s story would focus on liquidity country has ever attempted to exercise such
and debt. But after careful considera- a brilliant idea before. Ben Bernanke, ex-Fed
tion, T have decided to postpone this for ~ chairman and a Noble Prize winner, once pro-
another fortight. The main reason being  posed a similar concept dubbed “Helicopter
that I want to wait for the Bank of Thailand’s Money” to Shinzo Abe, the then-prime min-
economic data release for August due outon ister of Japan. Abe did not put the proposal
Sept 29. into practice and continued with his so-called
Instead, 1 propose an equally interesting Abenomics of large fiscal spending.
article about the flip side of that coin — which The reason could be that the cash handout
is to say, the downside — of the Pheu Thai programme has downsides as well as upsides.
Party’s highly anticipated 10,000-baht cash I can think of four of the former. They are (1)
handout programme, which is expected to its impact on a modern, open economy, (2)
cost 560 billion baht. the risks associated with financing such a
News ID: C-230921001075 (21 Sep 23/03:33) Page: 1/3
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programme, (3) the much-less-than-expected
benefit for the domestic economy, which

remains highly import-dependent, and (4) the
low level of tax revenue that will be generated.

The first downside is the failure to consider
how our economy has evolved from a tradi-
tional to a modern one. Policymakers may still
live in the romantic dream of old Thailand.
Let’s put it this way. There is a village in which
family A catches fish and sells them to other
villagers. Family B raises hens and roosters
and sells chicken meat and eggs for a living.
Family C makes clothing for villagers. Then
the story goes like this. It starts with Family A
selling fish to Family C for 100 baht. Family A
uses that 100 baht to buy chicken meat from
Family B. And, of course, Family B, with its
income of 100 baht, buys clothing from Family
C. I can almost hear some faint Thai music
playing in the background.

Under the traditional village economic
model, the first 100 baht induces 300 baht of
economic activities (fish catching, chicken
raising, and cloth-making). Therefore, the
money multiplier is three, and that number is
all Thai policymakers remember when they
awake from their dreams about the Thailand
of old.

Sadly (or fortunately), the modern-day
village economy bears no resemblance to
that. Family A, instead of catching fish, drives
100 kilometres to a Central Fish Market to
buy fish raised by aqua-cultural methods.
Family B obtains chicken meat and eggs
from a large national food supplier. Family
C is the best of the lot. Instead of laboriously
spinning yamn, weaving fabric, and tailoring

self-made materials into clothing, the family
uses a smartphone to order clothing from
e-commerce platforms. The production sites
for their orders vary. The last order features
“Made in Bangladesh” labels. This idealised
view of the local village economy vanished a
long time ago. Mass production is far cheaper
than locally produced products.

What is the money multiplier effectin the
modern day? For such villages, the multi-
plier is always one because products are now
sourced from outside the village — definitely
more than 4km away. For Thailand, the
answer will be one in the case of Family C,
as the source of production lies outside the
country.

The second downside is the financing risk.
If it is not handled properly, the economic
consequences could be disastrous. Under
Milton Friedman'’s “helicopter money”
theory, financing has to come from a cen-
tral bank printing new money. Quantitative
easing by a central bank buying up bonds in
exchange for cash would not work. Under
John Maynard Keynes's theory, financing has
to come from excess liquidity, which is cer-
tainly not applicable to the present situation
in Thailand.

News ID: C-230921001075 (21 Sep 23/03:33)
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At this point in time, I don't think the gov-
ernment has a clear idea of how to properly
finance this 560-billion-baht programme, as
every option seems to have limitations. The
government’s answers to questions from the
public are murky and sound like a time-
buying tactic. During its election campaign,
Pheu Thai proposed that financing would
come from the 2023/24 fiscal budget, or as fol-
lows: 260 billion baht from higher tax income
collection, 100 billion baht from VAT revenue
generated by the programme, 110 billion

baht from expense budget cuts, and 90 billion
baht due to the abolition of a certain welfare
scheme. No extra government borrowing was
apparently required.

Unfortunately, this was just an
advertisement.

Using money from the fiscal budget, if any
is available, is not only complicated but comes
with a high level of legal risk. The former gov-
ernment of Yingluck Shinawatra avoided that
and opted for non-fiscal budget spending.
This may be, in theory, the best option for the
current government of Srettha Thavisin.

Under Yingluck's rice mortgage model, the
Bank of Agriculture and Agricultural Coopera-
tives (BAAC) was assigned by a cabinet resolu-
tion to advance rice mortgage payments. A
total of 881 billion baht was advanced from
2011-2014. After selling off mortgaged rice, the
financial loss (if any) would be reimbursed by
the government.

The financial loss so far is 523.4 billion baht.
In the nine years since the last programme
ended, only 252.7 billion baht has been reim-
bursed through subsequent fiscal budgets,
averaging 28 billion baht a year.

Following Yingluck's model, state banks
would advance the 560 billion baht in cash
handouts. Business owners would be required
to convert digital money into “real” money
at state banks. But an immediate reimburse-
ment from the government to state banks? Not
possible. The figure I've heard is that it would
happen over a period of 10 years.

A more important issue is that state banks
have no cash with which to make such
advances. To solve this, the government
might set up a fund, like the Vayupuk fund,
to sell debentures worth 560 billion baht.
When state banks are short of cash to make

such advances, the fund would lend them the
money.

The risk is this could lead to the collapse
of the Thai banking system via a deposit run.
Depositors would withdraw their money to
buy higher-yield Vayupak debentures, Why
bother to deposit money in banks and earn
1.5% when the debentures offer a higher
return?

Neither such advances from the state bank
nor the Vayupak debentures count as part of
the fiscal budget, so they are not subject to the
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Column: ECONOMY TALK: Downsides to digital cash handout plan

Clip: Full Color

legal limit on public debt.

Downside number three. The money
multiplier will not be three, but rather 1.42,
as 68.1% of Thai consumption comes from
imports. With every 100 baht spent, 68.1 baht
would pay for imported content. Family C is
an example of this. With this reduced money
multiplier, the real GDP growth-boosting
effect would drop from 3.6% to 0.8%.

Downside number four. With a much lower
impact on GDP, the expected VAT income of
117.6 billion baht generated from a 3x spend-
ing multiplier would be halved to 55.7 billion
baht. Can I be mean and add that $24.7 billion
would disappear from foreign reserves to
pay for imports induced by the cash handout
programme?

Alow impact on GDP, disappointing tax
revenue, a large reserve outflow ... what
should Thais expect from this programme? A
noted economist, Dr Supavud Saicheua, has
put it correctly that it would lead to undesir-
able twin deficits for the fiscal and current
account.

Maybe an alternative economic stimulus
programme would be more apt?

Chartchai Parasuk, PhD, is a freelance economist.
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Rethink urged on proposed
tax on overseas income

NUNTAWUN POLKUAMDEE

The governmentis beingrecommended
to review foreign income tax collec-
tion as a new tax will affect many retail
investors who have invested overseas,
says Jitta Wealth Asset Management.

Jitta chief executive Trawut Luang-
somboon said the Revenue Department
should reconsider its plan to require
those with income from abroad to
include their assessed income in the
calculation of personal income tax.

“The department may think people
who invest abroad are wealthy,” said
Mr Trawut.

“In fact, over the years small inves-
tors have increasingly turned overseas
because they see an opportunity to
obtain better returns than in the domes-
tic market, or they want to diversify their
portfalio to lower risks.”

Retail investors can now startinvest-
ing abroad with as little as a few hun-
dred or few thousand baht through
online platforms, he said.

“If the department collects tax on
investments in foreign stocks, small
investors would be affected more than
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If the department
collects tax on
investments in foreign
stocks, small investors
would be affected
more than wealthy
investors.

TRAWUT LUANGSOMBOON
Chiet executive, Jitta Wealth Asset
Management

wealthy investors,” said Mr Trawut.

He suggested the government also
exempt capital gains tax for investments
in foreign stocks, as such tax is now
exempted for investing in local stocks.

“I'm ready to represent investors in

discussing these issues and possible
solutions with the Revenue Depart-
ment,” said Mr Trawut.

In addition, the guidelines for calcu-
lating taxes on investments in foreign
stocks should be clear as this income
differs from other global asset income
such as rental real estate and revenue
from working overseas, he said.

“Stocks are risky assets and there is
a chance of a profit or loss, with invesi-
ment often carrying a high transaction

cost,” said Mr Trawut.

“This can make tax calculations
complicated, with possible confusion
in the treatment of investors. Therefore,
if taxes are required on investment in
overseas stock markets, the tax calcula-
tion should be clearly defined to ensure
fairness to all investors!’

He said the government should help
investors earn positive returns from
investments around the world.

“When investors profit from an

investiment abroad, they will bring these
profits back to spend in the country,
stimulating economic development,”
Mr Trawut said.

In arelated development, Chavinda
Hanratanakool, chairwoman of the
Association of Investment Management
Companies, said the proposed tax on
global investments does not include
investments in mutual funds.

“Investment in this segment is not
affected,’ she said.

Mr Trawut
recommends any
tax on investment
in foreign stocks
be clearly defined
to ensure
faimess for all
investors.
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Student Loan Fund available for all adults

New focus meant to
promote upskilling

WICHIT CHANTANUSORNSIRI

The Student Loan Fund (SLF) will be
available to all working-age adults
for upskilling and reskilling as Thai-
land becomes an ageing society, says
Chainarong Katchapanan, manager of
the SLE.

He said by the end of this year, loans
will be offered to Thais aged 18-65 for
upskilling and reskilling in non-formal
educational institutions, the first such
shift since the fund was established
in 1996.

The change aligns with the policy
to expand educational opportunities
based on the amended Student Loan
Fund Act of 2023.

Moreover, by the end of this year
loans will be granted to around 200
institutions teaching nursing care, help-
ing to deal with another ageing society
trend, said Mr Chainarong.

Loans will be capped at 50,000 baht
per borrower, with a target of 2,000
people, he said.

The shiftis driven by the fund recog-
nising learning also takes place at non-
formal educational institutions, such as
vocational institutes with short courses
of no more than 150 hours, which are
considered vital to workforce upskilling
or reskilling.

Inaddition to caregiving, other short-
course study programmes include hotel
management, underwater welding, and

BACK TO SCHOOL

The Student Loan Fund is likely to be available
soon to all working-age Thai adulis inan
effort to focus on reskilling. B2

spa therapy.

Any student applying for a loan
must pursue a study programme of
not more than one year at a non-for-
mal educational institution accredited
by the Office of the Private Educa-
tion Commission.

The loan carries a grace period of
two years, after which debt repayment
is required within two years.

For a loan amount of 50,000 baht
over a two-year repayment period, the
monthly instalment averages 2,000 baht.

According to the amended SLF law,
the fine for late payments was reduced
from 7.5% annually to 0.5%, while loan
interest is still capped at 1%, which is
considered the lowest interest rate in
the domestic financial system.

The fund has lent 700 billion baht in
total to 6.2 million students.

Outstanding loans total 350 billion
baht from 350,000 borrowers.

However, some have failed to repay
their loan by the due date, accounting
for 90 billion baht or almost 30% of the
outstanding loan balance.

For the 2023 academic year, the fund
increased the loan limit to 46.1 billion

baht from 40.7 billion, an uptick of
13% to support increased demand for
student loans. Some 760,000 students
receive loans, up by 117,000.

Debt repayment tallied 25.7 billion
baht as of Sept 12, 2023.

The fund is preparing to draft a con-
tract for dispute settlement and debt
restructuring for both “pre-sue” and
“post-sue” debtors by the end of this
year, said Mr Chainarong,.

The Fiscal Policy Office previously
reported Thailand was an ageing soci-
ety, with at least 10% of the population
age 60 or older since 2005.

In 2019, the country’s population age
60 and older exceeded the young popu-
lation for the first time.

While the Thai populationis increas-
ing slowly at only 0.5% peryear, the aver-
age lifespan of Thais has increased to 76
years, with men at 73 and women 81.

Thailand is expected to become an
“aged” society this year or next, with
people age 60 and older set to account
for 20% of the population. The nation is
forecast to become a “super-aged” soci-
ety in 2034 when the proportion of the
population age 60 or older reaches 28%.

By the end of this year, loans will be offered to
Thais aged 18-65 for upskilling and reskilling in
non-formal educational institutions.

CHAINARONG KATCHAPANAN
Manager, Student Loan Fund
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