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Source: UNCTAD. 2015. World Investment Report: Reforming International Investment Governance. 9
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1. Thailand’s standard tax treatment currently is the most competitive among ASEAN4

A

AN

.

J
- 2. Thailand’s temporary incentives for investment in 2016 is very generous
J
3. Thailand’s max incentives are broadly comparable to ASEAN peers in most industries.
J
4. Tax holiday appears to be a poor incentive instrument of the goal is to encourage
| investment in durable capital.
J
- Tax Holiday asiluuszleviuazhsgaanaivinssuiiiluy Footloose uniign Fadinazdeaanain
Uszialullaszaziaainiseniiu CIT dugaas (Botman 2008)
5. Tax holiday without exemption cap is more beneficial for highly profitable firms
- Tax Holiday Asgananisndiiilsgs ieasanniluniseniulilaglisniadauau (Botman 2008)
Source: Botman, D., Klemm, A., & Bagiir, R. (2008). Investment Incentives and Effective Tax Rates in the Philippines: A Comparison with Neighboring Countries. 12

IMF Working Paper. WP/08/207.
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Key Takeaways

Thailand’s investment incentives are broadly
comparable to those in ASEAN4

When it comes to minimizing incentive redundancy,
tax holiday may not be the best policy option

[Reducing CIT rate in Thailand] should also be linked to a rationalization of the incentive
scheme. A simple prescription may be to take away tax incentives such as the tax holidays.
In case where tax incentives are considered a must, tax credit, partial expensing or some

form of accelerated depreciation may be offered. (World Bank 2011: 57)

Source: World Bank. 2011. Tax Policy Review. A Report Submitted to the Ministry of Finance, the Royal Thai Government. 13
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It is important to know where Thailand stands in term
of the tax competitiveness

[ \
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1 — . .
I expenditures more efficiently I
Learning where Thailand | I
stands in term of the ta . . .
' . X 1 If sufficiently attractive, I
competitiveness I
| Refrain from Focus on addressing :
| | giving more tax other important
I breaks weaknesses :
\ |
/
\ _m —E - - S S S S S S S S S S - ’



4. UTaNonaday Tlax Incentives

wasvataualunsUsulse




Useind

G7

AFRICA

G20

BRICS

SOUTH AMERICA

OECD

NORTH AMERICA

EU

WORLD

SEA

OCEANIA

ASIA

EUROPE

0%

9031 CIT maa‘lw.mazm‘im yalan

5%

10%

27.50%

25.20%

24.10%
22.60%

22.60%

21.00%

20.80%

22.55%

18.60%

15% 20%

25%

30.70%

30%

35%

M1



Y a & ~
NTINTENITZUVVDILNal Luuan

Total Tax Rate (%)
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Source: PricewaterhouseCoopers Paying Taxes 2012, 2013, 2014, 2015 wag 2016

Remark: * Property Tax, Vehicle Tax, Capital Gains Tax, Environmental Tax, etc.
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Most problematic factors of operating a business in
Thailand

Scora®

Government instability/coups ..o 1801
Inefficient government bureaucracy ........cocoiciiniccnn . 12,3
Policy Instability ..o 12,0
Inadequate supply of infrastructure...............ccceeii. . .B.B
Insufficient capacity to innovate ... 7.6
Inadequately educated workforce.........ccccoovvcciiciinicciicnnn 7.0
Complexity of tax regulations..........ccccoeciiiiiiiiiin 8.0
Poor work ethic in labor force.......oiinnn 48
Access 1o inancing ... s 3.8

Restrictive labor regulations.........ccceciiiiiciiiiinicincnne. 1.8
Foreign currency regulations. .........cccoveeecieicecciiiciccieceienn. 1.2

L= 1L USSR B
Crime and theft ... ciieeiene 1.0
Poor public health ... 003

0 ] 10 15 20 25

*  From the list of factors, respondents were asked fo select the five most problematic for doing busingss in their country and to rank them betwesn 1 (most problematic) and 5. The score
comesponds to the responses weighted according to their rankings.

Source: WEF (2015) The Global Competitiveness Report 2015-2016

10
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Author Focus of Survey Conclusion Did investment incentives influence
investment level? (share saying yes)
Investment Climate Jordan (2009) 70% 28%
Advisory (FIAS) -
. N Mozambique (2009) Redundancy ratio 78% 13%
investor motivation
for incentives
Surveys Serbia (2009) 71% 6%
(Would have
FIAS Vietnam (2004) Isitee] @V 07 78%
incentives were not
FIAS Thailand (1999) provided) 81%
Harvorsen Thailand (1995) 70%
Mckinsey - Business process Investment incentives not among
Multinational outsourcing (BPO) and top 3 factors driving location
corporation investment | automobile sectors in India | decisions
in developing (2003)
economies (2003)
Fortune/Deloitte and Business location study Taxes ranked 13 of 26 factors in
Touche (1997) importance for investments
G-30 (1984) Study of 52 multinational Investment incentives ranked 7%
corporations covering half in importance for investments
of world’s FDI stock
Source: James, S. 2009. Incentives and Investments: Evidence and Policy Implications, Investment Climate Advisory Services of the World Bank Group. 20

Washington, D.C.: World Bank.
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Investment Climate and Effectiveness of Incentives
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Marginal Effective Tax Rate (METR)

L 2 High Inv. Climate (IC) countries L Low Inv. Climate (IC) Countries
Trend High IC countries ———— Trend Low |C Countries

Note: Unvestment climates use the World Bank Group’s Doing Business rankings. Weak investment climate conditions such as poor infrastructure, macroeconomic instability,
and weak governance and markets (James 2009: 7) 21

Source: James, S. 2009. Incentives and Investments: Evidence and Policy Implications, Investment Climate Advisory Services of the World Bank Group. Washington, D.C.: World Bank.



1. Giving Tax Incentives VS Improving Infrastructure

<

“There is a clear tradeoff between giving tax incentives resulting in
revenue loss and improving the infrastructure by using tax revenues.
Now OECD countries only use investment tax credit or accelerated
depreciation, both of which are quite well targeted to investment.
Developing countries including the ASEAN states do maintain a variety
of incentives. This is primarily due to tax competition among the

neighbors.” (World Bank 2011: 55)

22

Source: World Bank. 2011. Tax Policy Review. A Report Submitted to the Ministry of Finance, the Royal Thai Government.
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' 2. Tax Incentives AUN1TAIAANITAIY
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« “International experience suggests that role of incentives in attracting new investment
is limited. Tax incentives and tax holidays in particular used to be quite popular about
10 - 15 years back but this trend has been undergoing change in the past few years as
a series of studies have clearly shown that tax incentives do not have a significant

impact on the flow of investment into a country.” (World Bank 2011: 55)

3. A2UUIUVAY Tax Holidays

)
— . o o B B —

« “Tax holidays are difficult to control as they encourage transfer pricing within a company
or corporate group to shift profits to the tax free business and costs to the taxable ones.
As a result, tax holidays have completely disappeared from developed countries and
are gradually being phased out in developing countries.” (World Bank 2011: 55)

23

Source: World Bank. 2011. Tax Policy Review. A Report Submitted to the Ministry of Finance, the Royal Thai Government.
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“21N3189UANWIVDY Investment Climate in Practice ¥a9 Foreign
Investment Advisory Service U121 Investment Promotion Agency
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Source: The Advisor. 2554. Tiea1uatuauysal lasansireaivinundaniesesiielunsiinnsiieativayunisiaduladisnagnsvasdinnuanenssunsd uaiunsamu. 24
uadadinuAMENsTINTdUETINTA.
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2. 9UUKI5IANTS (Administration) BOI a2suaunuelnidu

. 19U Administration YasdENSUTLleVUNINIEASLTUS9UB
PUIEUNSIALAUTUNSENTI9N15ARS el BOI diAl1uAanIsi
wazsauloungluanudimuneniiage (The Advisor 2554: 75)

- mnkiiin1sUssiliulAsaN1InIenaInN1seYsialasinNis BOI gou

11913157071 w1339 BOI lasunauselevsunuinmazlasenig
Taudnausllnseld (The Advisor 2554: 77)

Source: The Advisor. 2554. Tiea1uatuauysal lasansireaivinundaniesesiielunsiinnsiieativayunisiaduladisnagnsvasdinnuanenssunsd uaiunsamu. 25
LHURFRAINUANENTINNTHAETINTAU.
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®* “Tax exemption is like a dessert; it is good to have, but it does not help

much if the meal is not there.”*

®* “Imagine that a crowd gathers to watch a parade. As the parade passes,
people in the front stand on their toes to see better, thus forcing all
those behind them to also stand on their toes. In the end, most see

no better than before, but all have to stand on their toes.”**

* gignud sadafad (2554). msliansussleviddtunisasmu Yaefiega FDI WiWesla? Focused and Quick Issue 31. H1e3deiATEgia surAsuvisUsemealne.
** ADB (2006). The Mekong Region - Foreign Direct Investment. Manila, The Philippines: Asian Development Bank, p. 13. 28
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Thank you

World Economic Forum on East Asia
Bangkok, 30 May - 1 June 2012

“l understand investors invest
because they hope to profit from
ventures, but we also hope our
country must benefit as much as
those who come to invest... Economic

reform must not engender greater

inequalities and breed corruption, nor

should it bring more privilege to those

already privileged.”




