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Abstract

ch Title : Thailand’s Informal Economy
ch Leader : Dr. Vorapol Socatiyanurak
ch Year : 2007

To study the significance of the informal economy

2. To study and estimate the dimension of the informal cconomy comparing (o the GNP

3. To study the dimension of the informal economy at the national, regional, and
provincial levels

4, To compare the dumension of the informal economy before and after the issuance of
the Anti-money Laundering Act B.E.2542

5. To be a guideline in expanding the coverage of the fundamental guilts in order to
reduce or minimize the dimension of the informal economy and expand the
dimension of the formal cconomy

6. To be a database in formulating the policies of the government sector and the Anti-

money Laundering Office (AMLG)

rch Methodology
 The research team studied and estimated the Thailand’s informal economy based on the
on and objectives of the AMLO. The research aimed to compare the dimension of the
al economy before and after the issuance of the Anti-money Laundering Act B.E. 2542. In
fion, it also estimated the dimension of the informal economy at the national, regional, and
ncial levels in order to expand the coverage of the fundamental guilt with the hope to reduce
dimension of the informal economy. The details under the study boundary were 10 estimate
erall dimension of the informal ecoriomy comparing to the percentage of GNP without
1sing on any informal economy activities. The research was done during B.E. 2526 and 2548
I;,_i'u;_ ough the Currency Approach which was the means to estimate the dimension of the informal

economy indirectly. There were 2 currency approaches used in this study : The Simple Ratio and



Research Outcome
1.As followed by the approaches of the Simple Currency Ratio and Demand for

:‘.;{,’;‘mrency, it found that in B.E. 2548 the dimension of the informal economy was around 859
~ billion Baht or 22.33 % of the GNP, and around 1,492 billion Baht or 38.76 % of the GNP
respectively. When considering the loss of the government’s benefits and revenues from the non-
‘.*,Qolleclible tax over the informal economy, as estimated by the Demand for Currency Approach, it
“ was rather a high value. In B.E. 2526, it reached 3,363 million Baht or 26.07 % of the collectible
tax. In B.E. 2536, it reached 9,930 million Baht or 19.62 % : and in B.E. 2548, it reached
27,844.78 million Baht or 20.98 % of the rcal collectible tax. The calculation of the loss in the
; ;gnvemment tax was related to the estimation of the non-reported revenue directly. It showed that
\ g)ﬁmm] economy in Thailand was the crucial drawback for the government to focus because of
{he high value of the revenue loss. If the government could collect ail those revenues, the
govemment would spend them for the betterment of the sociery and cconomic growth and

~ development.

2.The dimension of the informal economy. as calculated by the Simple Currency Ratio

Cumency Approach, it noted that every 5 - 6 years, the dimension of the informal economy
: 'Mpanded double times in values. During the study period of B.E. 2526 - B.E.2548, the dimension
~ of the informal economy reached 385 billion Baht in B.E. 2546 and increased to 542 billion Baht
in the next 5 following years {B.E.2531}, then increased to 81) biltion Baht in B.E. 2536, and
- vastly increased to 1,649 billion Baht in B.E.2547. When companing the dimension of the
* informal economy with the GNP during the study period, it found that the dimension ranged
between 16.21 - 47.06 %. Apart from that when considering the trend and the growth rate of
Eﬁmland’s informal economy, it found that the ratio of the dimension of the informal ecoromy to
 the GNP changed at the rather stable rate. Moreover, the expansion rate tended to be stable at the

- ratio of around 32 - 36 % to GNP. The value was continually increased and varied by the

~ dimension of the formal economy (GNP).



3.From the study, it found that m B.E. 2548, the dimension of the informal economy at
the nation level as estimated by the Simple Currency Ratio and the Demand for Currency
Approach was around 859 billion Baht or 23.33 % of the GNP and in the dimension was 1,492
biltion Baht or 38.76 % of the GNP respectively. When estimating the dimension.of the informal
economy by the Simple Currency Ratio Approach, it found that in B.E. 2548, Bangkok and the
vicinity were the largest dimension of the informal economy at around 382 billion Bahi. Whereas
the western region was the smallest dimension of the informal economy at around 33 billion Baht
in B.E. 2548. In addition, when estimating the dimension of the informal economy at the regional
level by the Demand for Currency Approach, it found that Bangkok and the vicinity were also the
largest dimension of the informal economy at around 664 billion Baht i B.E. 2548. The smallest
dimension of the informal economy was the western region at around 57 biilion Baht in B.E. 2548,

For the dimension of the informal economy at the provincial level, estimated by the
Simple Currency Ratio Approach, it found that Bangkok was the largest dimension of the
informal cconomy at around 239 billion Baht in B.E. 2548. Whereas Mae Hong Som Province
was the smallest dimension of the informal economy at around 837 million Baht in B.E. 2548.
Furthermore, when estimating the dimension of the informal economy by the Demand for
Currency Approach, it found that Bangkok was the largest dimension of the informal economy at
around 416 billion Baht in B.E. 2548. The smallest dimension of the informal economy was again
Mae Hong Sorn Province at around 1.4 billion Baht in B.E. 2548. Above of all, it also found that
large provinces in the region seemed to have the larger dinension of the informal economy than
in other provinces.

4.The study found that the dimension of the informal economy before the issuance of the
Act of the Anti-money Laundering B.E. 2542 was smaller when compared the ratio between the
formal economy to the formal economy. From the study, when estimating the informal economy
by the Simple Currency Ratio, it found that the ratio of the informal economy to the formal
economy in B.E. 2542 was valued at 63.65. When estimating the dimension of the informal
economy by the Demand for Currency Approach, it found that the ratio of the informal economy
to the formal economy was valued at 46.74 in B.E. 2542, However, the dimension of the informal
economy after the issuance of the Acl of the Anti-money Laundering B.E. 2542 was smaller when

compared the ratio of the informal economy to the formal economy.



Again, from the study when estimating the dimensjon of the informal economy by the
Simple Currency Ratio Approach, it found that the ratio of the informal economy to the formal
economy was valued at 22.33 in B.E. 2548. When estmating the dimension of the informal
economy by the Demand for Currency Approach, it found that the ratio of the informal economy
to the formal economy was valued at 38.76 in B.E. 2548. 1t could be proved that the issurance of
the Anti-money Laundering B.E. 2542 impacted Lhe smaller dimension of the informal economy.
Though, when studying by the Simple Currency Ratio Approach for some periods during B.E.
2547, the dimension of the informal economy expanded 1o the valuc of 27.06 from B.E. 2546 al
the value of 24.45. However, when smdying via the Demand for Currency Approach, the
dimension of the informal economy expanded from B.E. 2545 at the value of 44.92 to 47.06 in
B.E. 2546. This maybe resuited from the expansion and the sophistication of the business
- activities in IT and from the Anti-money Laundering Act B.E. 2542 itself which had no clause
‘conceming the fundamental guilts on business activites in IT.

5.Moreover, it also found that the & fundamental gults and the related money limit
- ranged from 121,315.83 to 162,524.65 million Bahi or the ratio ranged from 8.10 % to 10.86 % to
- the dimension of the informal economy. The money limit could be categorized by the
 fandamental guilts as follows:
- guilt concemning drugs ranged from 7,317.50 to 14.249,80 million Baht
- guilt concerning woman and child valued at 102,444.45 million Baht
- guilt conceming fraud valued at 385.13 million Baht
- guilt conceming the ranks in the governmeni agencies valued at §472.85 to

34,661.65 million Baht
- guilt concerning goods trafficking ranged from 2,310.77 - 8,472.85 million
Baht, and

- guilt concerning terrorism ranged from 385.13 to 2.310.77 million Bahi.

The situation of Thailand’s informal economy presenily tends to increase by the
easing member of the population. When there is a lot of population, They need to find the jobs,
resulting in the high competition. Though thosc jobs are illegal, the people still want to do it
e of the very high revenues. For example, in case of drug. though it is highly risky, peopte
 want to do even during the prosperous economy because they are able to eam a lot of money.

same time, though there is the strong law enforcement to punish people who do illegally,



they still do those jobs. It maybe depends on the economic situation too. If the economy is
prosperous, these illegal jobs will be less too. After the issuance of the And-money Laundering
B.E. 2542, the dimension of the informal econoiny in Thailand might be less. However, there
might have some influences causing the auditing system and the Act unable to perform efficiently.
In the future, fundamental guilts should be reviewed to cover more areas especially guilts which
- are not indicated in the normal law such as the tax avoidance. The government sector should
3 realize that the tax payment standard has to be based on “faimess and cquality principles,” and

~ should focus more on business activities in IT.




