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READING THE TEA LEAVES

Exploring the legal avenues for the

government’s funding plan for the digital

wallet scheme.
ExPLAI" EH WICHIT CHANTANUSORNSIRI

The thorny issue of digital wallet funding

A shift in stance by the government has  governmentis expected to reimburse

this budget expenditure at a later date,

legal analysts considering whether the Third, expenditure management
i . from the fiscal 2024 budget worth 175
scheme financing passes muster billion bah, which partially comes

from the central budget.
he coalition government led  approach the ruling Pheu Thai Party

by Prime Minister Srettha employed to garner support during DOES THE QUASI-FISCAL POLICY

Thavisin made a significant ~ election campaigns. CONSTITUTE A PUBLIC

pivot on its flagship scheme, The funding structure for the digital ~ DEBT BURDEN?

which aims to hands out wallet project, which requires a sub- Government expenditure via Section
10,000 baht each to 50 million Thais via stantial budget of up to 500 billion baht, 28 states that state agencies are tasked
a digital wallet, shifting from govern- stems from three sources. with helping to support state-spon-
ment borrowing, which drew sharp First, the budget expenditure for sored projects by allocating money in
criticism and raised concerns about fiscal 2025 is 153 billion baht. advance, while the government pledges
potential violations of financial and Second, under Section 28 of the State  to reimburse these expenditures later.
fiscal discipline regulations. Fiscal and Financial Discipline Act, This expenditure method is termed

Instead, the government opted to utilising funds from the Bank for Agri-  “quasi-fiscal” and the debt incurred

utilise funds from the annual expendi-  culture and Agricultural Cooperatives  through this channel is not considered
ture budget, which is the original (BAAC) worth 172 billion baht. The public debt.

Mr Srettha's
government plans to
rely on budget
expenditure for its
flagship digital
wallet scheme.
CHANAT KATANYU
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Section 28 specifies that assigning
state agencies to carry out activities,
measures or projects, with the govern-
ment bearing the responsibility to
compensate for expenses or revenue
losses incurred in such operations,
should only be done in cases where
it falls within the legal mandate and
authority of the agencies, aligning with
the objectives of respective state agen-
cies for the purpose of economic revival
or stimulation, enhancing livelihood,
or improving the quality of public life.
This can also involve assistance for the
recovery of those affected by acts of
nature or sabotage.

In this assignment process, the cabi-
net must consider the potential fiscal
burden on the state, both present and
future, and its impact on the opera-
tions of the assigned state agencies. The
government must also outline its fiscal
management strategy and the conse-
quences of such actions.

The total outstanding burden the
state must compensate for under this
provision must not exceed the rate set
by the committee for state agencies
assigned under Section 28, regard-
less of whether the assignment occurs
before this royal decree is enforced,
appraising the financial cost and man-
agement plans the state will bear for
these activities, measures or projects,
and informing both the committee and

12348578 9000 1234

Sl

munities, as well as increase opportu-
nities to improve people’s livelihoods,
according to the cabinet.

The scheme also aims to promote
the development of digital technology
innovations to benefit the economy
and society, noted the meeting.

According to the government, these
objectives align with Section 9(3) of the
BAAC Act, which indicates the BAAC

The funding structure for the digital wallet

EREDIT CARD

project, estimated to
cost 500 billion baht, stems from three sources.

Each year, the government allocates
a budget of around 60-90 billion baht to
repay its outstanding debt to the BAAC.

WHAT IS THE PURPOSE OF THE
SECTION 28 RULE?

The genesis of Section 28 stems
from the aftermath of the military coup
in 2014, led by Gen Prayut Chan-o-
cha, head of the National Council for

the Finance Ministry. operates as a financial institution for Peace and Order (NCPO). The NCPO
rural development, providing financial  observed that employing populist poli-
CAN THE BAAC'S MONEY BEUSED TO  assistance or management to individu- ~ cies through state financial institutions,
SUPPORT THE DIGITAL WALLET als, groups, entrepreneurs, village or or quasi-fiscal policies, might not be
PROJECT? community funds, or organisations conducive to the financial and fiscal

There is a legal discussion regarding
whether the BAAC can legally proceed
with this populist initiative as Section
28 states that utilising funds through
state financial institutions is permis-
sible only within their legal mandates.
For the BAAC to utilise funds for this
project, it must align with the core
objectives of the bank.

As a consequence, whether eco-
nomic stimulus via a digital wallet
aligns with the responsibilities of the
BAAC is being debated.

The cabinet meeting on Tuesday
delineated the objectives of the project:
to invigorate the economy by fostering
monetary flow in all provinces, easing
the burden of living for Thais, and
improving the quality of life for people
needing assistance, including vulner-
able groups and farmers,

The scheme is meant to strengthen
economic resilience and self-reliance
among these populations and com-

established to support the livelihoods
of farmers or communities. These goals
are meant to promote the efficient
development of agricultural products,
including through investment, pro-
duction, processing and marketing, as
well as to strengthen the community's
economy or improve the quality of life.

To ensure legal compliance, the
government is referring the matter to
the Council of State to help determine
whether the BAAC law allows it to
utilise provisions of Section 28 to use
the bank’s funds to support the digital
wallet project.

HOW MUCH DOES THE GOVERNMENT
ALREADY OWE THE BAAC?

The BAAC is considered the govern-
ment agency with the most projects
assigned under Section 28.

The government owes the bank
around 600 billion baht, exclud-
ing interest.
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discipline of the state.

These concerns were incorporated
into the State Fiscal and Financial Dis-
cipline Act of 2018 to establish stricter
criteria and frameworks for expendi-
ture through quasi-fiscal policies.

Initial implementation of the rule
created a State Fiscal and Financial
Discipline Committee, chaired by the
prime minister, setting the spend-
ing limit via Section 28 at no more
than 30% of the expenditure budget.
However, during the pandemic crisis in
2020-2021, the government increased
the ceiling to 35%. Following the pan-
demic, the maximum level was reduced
1o 32%.

Paopoom Rojanasakul, secretary
to the finance minister, said recently
after the government endorsement of
utilising Section 28 for the digital wallet
project that by allowing the BAAC to
allocate 172 billion baht to support
the initiative, the spending ceiling for
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Section 28 would only be 30% of the
expenditure budget.

The government increased the
expenditure budget for fiscal 2025 by
152 billion baht, reducing the propor-
tional budget limit under Section 28.

IS SECTION 28 FUNDING LEGAL FOR
SUCH PROJECTS?

Nonarit Bisonyabut, senior eco-
nomic researcher at Thailand Devel-
opment Research Institute, said in
principle he disagrees with large-scale
economic stimulus via a digital wallet
project, which carries a significant cost
of 500 billion baht.

Current economic conditions do not
necessitate such a large-scale eco-
nomic stimulus, said Mr Nonarit.

The government’s choice to utilise
funds from the yearly expenditure
budget has placed its spending under
close scrutiny by both parliament
and various organisations such as the
National Anti-Corruption Commission.

As a consequence, the government
has taken measures, such as appointing
committees to probe potential corrup-
tion issues, he said.

Expenditure through Section 28
complies with the legal framework of
the State Fiscal and Financial Disci-
pline Act, which sets conditions and
maximum budget limits to avoid affect-
ing fiscal discipline, said Mr Nonarit.

If the government can adhere to
these laws, funding of the scheme
should be deemed legal, he said. If the
government decides to expand the Sec-
tion 28 spending limit beyond the cur-
rent level, Mr Nonarit said he disagrees
with this move.
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BoT urges banks to help vulnerable

Srettha pushes for
lower lending rates

SOMRUEDI BANCHONGDUANG

The Bank of Thailand is allowing com-
mercial banks to adapt their business
models to help vulnerable customers, in
response to the prime minister's direc-
tive urging large local banks to lower
lending interest rates for vulnerable
groups and small businesses.
Speakingata monetary policy forum
yesterday, Piti Disyatat, the central

bank’s assistant governor for the mon-
etary policy group, said banks have the
flexibility to vary their business models,
including both product offerings and
interest rates, to support vulnerable
borrowers in alleviating their debt
burden in line with economic con-
ditions, market dynamics, and each
bank’s cost of funds.

“The central bank is ready to sup-
port banks that adjust their business
models or introduce new programmes
aimed at easing the financial strain on
vulnerable borrowers. We will monitor
the market to ensure overall financial
stability,” he said.

Mr Piti said assisting vulnerable

borrowers, both in the business and
household sectors, has been a primary
focus of the central bank since the onset
of the pandemic.

The regulator has implemented vari-
ous debt relief schemes to supportbor-
rowers adversely affected by the pan-
demic. The central bank also adopted
a responsible lending approach to
enhance the quality of household debt
and reduce the long-term debt ratio,
he said.

Thailand'’s household debt-to-GDP
ratio is relatively high at 91%, compared
with an average of 60% among other
emerging economies.

In response to the premier’s call to

reduce lending rates for vulnerable
groups and small and medium-sized
enterprises (SMEs), the Thai Bank-
ers Association yesterday convened a
meeting to discuss interest rates.

On Tuesday, Prime Minister Srettha
Thavisin met chief executives of the
country’s four largest banks — Bang-
kok Bank, Kasikornbank, Krungthai
Bank and Siam Commercial Bank — to
advocate for reduced interest rates for
struggling borrowers.

Mr Srettha had pushed the central
bank previously to lower borrowing
costs from decade-high levels.

At its latest meeting on April 10, the
regulator decided to keep the policy

rate unchanged at 2.5% for a third
consecutive meeting, resisting govern-
ment pleas for a rate cut, noting the Thai
economy is sustaining its growth trajec-
tory, surpassing the 2023 level.

Mr Piti said the central bank acknowl-
edges the challenges faced by some vul-
nerable borrowers, particularly SMEs
and low-income households, who are
encountering tighter credit conditions.

This tightening stems from com-
mercial banks using stricter credit
standards because of weakened debt
serviceability, resulting from a sluggish
income recovery, he said.

Over the past fouryears, the number
of SME loan accounts in the banking

industry has doubled from 500,000 to
1 million, with a shift towards smaller
entrepreneurs. However, some of these
entrepreneurs are unable to access
bank loans due to varying risk profiles,
said Mr Piti.

Yet he insisted overall financial con-
ditions remain conducive to continued
economic growth,

Both businesses and households
are still obtaining new credit, despite a
meoderation in total outstanding loans,
primarily due to repayments, said
Mr Piti,

Moreover, businesses and house-
holds have on average been able to
service their debts as usual, he said.
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Finance Ministry suggests using oil fuel
fund for diesel subsidy

subsidy scheme

This advice comes from Deputy Finance Minister Krisada Chinavicharana, who iterated that the

mir

stry is observing worldwide oil costs and the government’s revenue intake from May to June to

determine whether support is still required

"The ministry has not yet presentad any propositions to the Cabinet to prolong the diesel excise tax

cut of one baht per litre, which ended on April 19,

“The government is supervising the Oil Fuel F

manage diesel prices. The fund continues to

have enough resources to back the diesel subs
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connectivity for regional growth braaks with traditions

The ministry, along with the government. has to consider eil price variations in the global market

factoring in several e government’s revenue intake, anticipated to surge between

May and June, said Krisada

“If the revenue intake is substantial enough, it may be feasible to continue the subsidy

Krisada st

ed that this decision must be grounded in necessity and the cutiook of the giobal oil

market

Recent

=
@
(]
-
c
i 3
£
o
o
=
-]
=]
N
-
=
&
a
a
(-]
a
=
@
&
8
E
B
=
]
&
b

bsidising retail diesel

prices, should the government decide to terminate the diesel excise tax cut of one baht per litre

Bangkok and Chiang Mai among

This move is intended to counter potential oil price fluctuations, as geopolitical conflicts in the
Middle East are pred
director of OFFO, reported Bangkok Post

top Asian cities for expats in 2024

d to escalate global crude oil prices, according to Wisak Watanazap, the

Finance Minkstry suggests using ofl
Watanasap did not disclose the value ny new subsidy derived from the depleting fund. The fund fuel fund for diess! subsidy
s of 104 billi "

billion to subsidise diesel, gasohol. and gasaline prices, along with 47.2 billion for subsidies for

registered a cumulative lo: ion baht (US32.8 billion) as of April 8, after utilising 56.4

Thal Calsinet approves UNESCO

liquefied petroleum gas prices.
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The government’s commitme maintaining diesel prices under 30 baht per litre resulted ina

subsidy scheme using the fund that concluded on March 31
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Business

Thailand's $13.5 billion handout aims to boost
overall economy, not geared to poor, official
says

900000

BANGKOK : Thailand's 500 billion baht ($13.53 billion) handsout scheme aims to
reach the wider population and boest the overall economy through stimulus, a
finance official soid on Wednesday, responding to central bank recommendations Thailand
it be targeted towards the poor.

Related Topics

The central bank confirmed o Reuters it had sent a letter to cabinet with its Afacmiseth reading

recommaendations on the digital wallet pelicy, following a request from the
government to provide feedback. '

The Bank of Thailand had earlier on Wednesday told a press conference it had no Singapore woman kiled  UICs Sunak onnounces
P q " Im Spain, Cor rerted by, ramed defence spendm
objection to stimulus but wanted it fo be targeted.

[
The policy received cabinet approval on Tuesday, clearing another hurdle for the
government to roll out the stimulus plan, which would give 10,000 baht to each of =
50 million Thais to spend in their communities in a six month period. ‘Heywde:chd sicident iikehy | Polion o iwtied

o hospitol afer car hifs. Tampines accident,

Paopoom Rojonasakul, secretary to the finance minister, on Wednesday told
reporters the policy sought fo reach the broader population, net only vulnerable
sectors.

The digital wallet, rollout of which has been delayed untfil the end of this year, has
been widely criticised by economists and some former central bank governors as
fiscally irresponsible,

The government has insisted it will net negatively affect finances.
Innovative Tasting Journey

with Martell Single Cru
The prime minister says the handout is necessary to breathe life info an economy in P
“crisis”, a depiction the central bank governor has disagreed with.
($1 = 36.95 bahf)

(This story has been refiled fo add drepped werd 'handout’ in paragraph 1)
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ECONOMY

Finance Ministry hits back
at digital wallet criticism

WICHIT CHANTANUSORNSIRI

The Finance Ministry has reiterated
the government’s flagship digital wallet
scheme expected to cost 500 billion baht
is not only intended to offer economic
relief to vulnerable groups, but also aims
to stimulate the economy.

The project requires sufficient fund-
ing and participation from a significant
number of people to kick-start economic
activities, said the ministry.

Speaking in response to the central
bank's recommendation document
sent to the cabinet at Tuesday’s meeting
asking it to reconsider the scheme, noting
stimulus might be unnecessary because
current consumption is satisfactory,
Paopoom Rojanasakul, secretary to the
finance minister, said current consump-
tion levels do not reflect the true eco-
nomic picture.

“We cannot say the country’s purchas-
ing power is robust based on manufactur-
ing figures,” he said.

“Thailand’s Manufacturing Produc-
tion Index [MPI] has been negative for
16 months. We've never experienced such
a prolonged negative trend. If the MPI
remains negative for another month, it
will be the longest negative streak in Thai-
land’s history. In addition, the country’s
capacity utilisation is low, at just 50%."

The central bank paper said the eco-
nomic problems in Thailand are struc-
tural and any stimulus would provide only
a temporary uptick. Mr Paopoom said he
considers this view short-sighted.

He said the digital wallet scheme is
meant to stimulate purchasing power,
linking it to new investment and

job creation.

In addition, the government has
supplementary measures to promote
long-term structural adjustments, said
Mr Paopoom.

“You can'ttalk about restructuring the
economy when the current economy is
barely recovering, If we don't jump-start
the economy first, how can we restruc-
ture it? The digital wallet project isn't
only about providing relief to vulner-
able groups, as suggested by the Bank of
Thailand, but is also about stimulating
the economy,” he said.

“To achieve this, a sufficient amount
of money and participants is needed to
kick-start economic activity.”

For the first year of the scheme, it
is estimated to increase the country’s
GDP by 1.2-1.8 percentage points, said
Mr Paopoom.

However, assessing the impact of a
new stimulus scheme on the economy is
always challenging, he said.

The ministry is trying to assess the
scheme’s effect as accurately as possible,
said Mr Paopoom.

He also addressed the charge that the
project favours big businesses, such as
convenience stores and fast food chains,
noting this notion is incomplete because
when convenience stores sell products,
they spend money to purchase goods to
sell because they cannot produce every-
thing themselves.

Mr Paopoom said he believes the dig-
ital wallet scheme will provide enough
incentive for small businesses to partici-
pate, as the 500 billion baht must be spent
in sixmonths within the districtwhere the
recipient resides.
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Headline: The National Bank is concerned about making a digital wallet worth 10,000 baht, not drawing enough...
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@ The National Bank is concerned about
making a digital wallet worth 10,000 baht,

not drawing e¢nough money from the budget 10
support emergencies: PPTVHD36
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Resulting in a long—term fiscal burden, fearing
that creditworthiness will be cut.

Risk of insufficient budget to support
emergencies.,

g sce e o Hatm Hsaer

Propose projects that solve long-term
qtructural problems.

The government still owes another 800,000
million haht to the BAAC,

A e e trst 1= thr HAAE whach s

Concerned about the security of financial
transaction data through the Open—loop
system.

The 10,000 baht digital wallet project is a cormplex
project. Use a large budgel causing an impact on
the country’s fiscal burden in the long run and
there is o risk af leakage or corruption in varions
steps This should be done with care and caution
before presenting it to the Cabinet mecting.
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@ The future Finance Minister enters the
Government House and meets Settha,
expecting to fill out his qualifications to sit as
a minister.

[ irras [

TRENDING NOW

Acting Finance Minister “Pichai Chunhavajira” traveled to
the Government House and went up to the "Thai Khu Fa
Building” to discuss “Settha”, expected to fill in the
qualifications of the minister.
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