2. General Background of Thailand’s Politics and Economy

The 1997 constitution mandated 12 years of free education, however, this is not provided universally. Education accounts for 19% of total government expenditures. In 2009 the government led by Democrat Party proposes 15 years of free education, which is now under the process.


Buddhism is the official religion of Thailand; about 85% of the populations are 

Buddhist, 10% are Muslims and the remaining 5% are Christian, Hindu, Spirit worship and animism.

Figure 1: Thailand Location, Division of the Four Regions and 76 Provinces
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For public administrative purpose, the country is divided into 4 regions namely North, Northeast, Central and South. Each region is divided into provinces; there are 17 provinces in the northern region; 19 provinces in the northeastern region; 26 provinces in the central region, and 14 provinces in the southern region. In total there are 76 provinces and Bangkok metropolitan in the central region (Figure 1).
2.1 Thailand’s Politics

Thailand has been a kingdom under absolute monarchy since the thirteenth century. However, in 1932, the country officially became a constitutional monarchy, and since then there have been 18 coups and resultant 18 constitutions in the history of Thai politics, reflecting the high degree of political instability and frequency of military coups faced by the nation. Every time a coup was staged, some excuses were always found to justify it. After successful coups, military regimes abrogated existing constitutions and promulgated interim ones. The politics of Thailand are currently conducted within the framework of a constitutional monarchy, whereby the Prime Minister is the head of the government and a hereditary monarch is head of state. The judiciary is independent of the executive and the legislative branches. All of Thailand’s charters and constitutions have allowed a constitutional monarchy, but with widely differing balances of power between the branches of government. Most of them have stipulated parliamentary systems; however, members of parliament have been both elected and appointed. The King of Thailand has little direct power under the constitution, but is a symbol of national identity and unity. The present King Bhumibol, who has been on the throne since 1946, commands enormous popular respect and moral authority, which he has used on occasion to attempt to resolve political crises that have threatened national stability.


Thailand’s first permanent constitution was promulgated in 1997 known as People Constitution,  it was considered a landmark in terms of the degree of public participation involved in its drafting as well as the democratic nature of its articles. It stipulated a bicameral legislature, both houses of which are elected. Many human rights were explicitly acknowledged, and measures were established to increase the stability of elected governments. Before 1997, the governments were formed as coalitions of many small political parties, as the result there were no stability of elected governments. The 1997 People Constitution promoted political party development toward bi-party system or few big political parties to increase the stability of the government. Moreover, the 1997 constitution aiming to create check and balance of powers between strengthened government, separately elected senators and anti-corruption institutes. Board of Anti-Corruption, Administrative Courts, Constitution Courts and Election Control Committee were established to strengthen the checks and balance of politics. The 1997 Asian financial crisis caused a loss of government’s confidence and forced the government to hand over power to Chuan Leekpai of Democrat Party (DP) in November 1997.  Chuan formed a coalition government based on the themes of economic crisis management and institution of political reforms mandated by Thailand’s 1997 constitution. Government led by DP collapsed just days before its term was scheduled to end.


In the January 2001 election, telecommunications multimillionaire Thaksin Shinawatra and his Thai Rak Thai (TRT) party won an overwhelming victory on a populist platform of economic growth and development. After absorbing several smaller parties, TRT gained an absolute majority in the lower house of the Parliament, controlling 296 of 500 seats. A package of bureaucratic reform legislation created six new ministries in an effort to streamline the bureaucratic process and increase efficiency and accountability.


The general election held on 6 February 2005 resulted in another landslide victory for Thaksin and TRT, which controlled 374 seats of 500 seats in Parliament’s lower house. Thaksin’s populist policies found great favor in rural areas which supported him. Despite of majority, Thaksin came under severe questioning for selling telecommunication shares to Temasek, a Singapore investor for about 73,000 million baht without paying tax. Moreover, high-level corruption and conspiracies were discovered and exposed by Sonthi Limthongkul, Manager Media Group owner and leader of People’s Alliance for Democracy (PAD), who reached middle class in the capital and the cities through the only small satellite and internet media channel, ASTV. Thaksin’s regime fell apart during public protests led by PAD symbolized by yellow shirts, which led to widespread calls for his resignation and impeachment. Thaksin dissolved parliament on 24 February 2006 and called a snap election on 2 April 2006. The election was boycotted by the opposition parties especially DP, leading to unopposed TRT candidates for 38 seats failing to get the necessary quorum of 20% of eligible votes. The Thai constitution requires all seats be filled from the beginning of parliament, this produced a constitutional crisis. On 4 April 2006, Thaksin announced that he would step down as prime minister as soon as parliament had selected a successor. Criminal charges and allegations of administrative abuse cases were brought against the Election Committee. The courts voided the election results, jailed the committee for abuse of power and ordered a new round of election on 15 October 2006. Thaksin continued to work as caretaker prime minister.


While Thaksin was in New York to make a speech at UN Headquarter, to prevent the alleged clash between PAD (yellow shirt) and United Front for Democracy against Dictatorship (UDD) (red shirt), the military seized power on 19 September 2006. The Council for Democratic Reform under Constitutional Monarchy (CDRM) led by General Sonthi Boonyaratkalin was formed. The 1997 constitution was abrogated; a new constitution was drafted and promulgated in late 2007, and the general election was finally held on 23 December 2007, sixteen months after the coup. The Constitution Court Members unanimously dissolved TRT party; following a punishment according to the 1997 constitution, banning 111 TRT party’s administrative members from politics for 5 years. The TRT members moved to join People Power Party (PPP). PPP won the election by a solid margin and the new government was formed in early 2008 with six-party coalition. Thaksin’s supporters in rural areas were rewarded by generous social and economic welfare programs. Samak Sundaravej was elected Prime Minister of the first government under the 2007 constitution. PAD claimed that PPP was TRT nominee party and proposed that PPP should be dissolved as violation of the constitution. The Constitution Court and Administrative Court ruled that PPP violated the constitution by buying votes. Further more, Samak was terminated the political role for having a conflict of interest by being private employee (TV show) while holding a prime minister position. Street protests led by PAD occupied Government House, and raided Domestic Airports and International Airports. Samak resigned from PPP leadership; on 14 September 2008, state of emergency was lifted, and on 17 September Somchai Wongsawat was named prime minister to succeed Samak. So far PAD leaders and protesters, who were arrested and released for occupying the Government House, no legal charges had been made against them. On 21 October, the Supreme Court found Thaksin guilty in a land purchase conflict of interest case and sentences him to two years in prison. On 25 November 2008, hundreds of armed PAD members dressed in yellow blocked the road in front of Suvarnabhumi International Airport which is an important regional hub. The protesters forced their way into the control tower; all Suvarnabhumi flights were cancelled, leaving thousands of travelers stranded in the airport. The PAD seizure of Don Muang Domestic Airport and Suvarnabhumi International Airport is estimated to have cost the Thai economy at least approximately US$ 100 million a day. As of 1 December 2008, the number of stranded passengers was estimated from over 100,000 to 350,000. On 2 December the Constitution Court dissolved the three parties of the government coalition namely PPP, Chart Thai Party (CTP) and Matchima Thippatai Party (MTP) on electoral fraud; Somchai Wongsawat was banned from politics for five years. On 3 December 2008, the PAD members announced their victory and ended all of their protests. Flights from Suvarnabhumi resumed on 4 December 2008.  As the results of the three political parties were dissolved by Constitution Court, former PPP members immediately started joining Puea Thai Party (PTP). On 6 December 2008, the opposition DP announced that it had sufficient support to be able to form a government. The coalition partners of the DP appeared to be most of the dissolved CTP and banned PPP. On 15 December 2008, Abhisit Vejjajiva, leader of DP, was elected the new prime minister, supported by the army commander and co-leader of the 2006 coup.
 The six-party coalition government under Abhisit had to face economic crisis and at the same time the protests, led by the red shirted UDD, which claimed that Abhisit was a proxy for PAD and Privy Council. UDD demanded Abhisit’s resignation, charges to be brought against PAD for airport seizures and unrest. The protests expanded to Pattaya, the site of the Fourth East Asia Summit, and forced the postponement of the summit of Asian leaders. Violent clashes occurred between UDD and blue-shirted government supporters led by Newin former PPP’s member. Abhisit declared state of emergency in the areas of Pattaya and Chonburi on April 11, 2009 which prohibited gatherings of more than five people and the press was not permitted to present news which could provoke unrest. The following day April 12, 2009, Abhisit declared another state of emergency in Bangkok and surrounding areas which empowered the government to censor television broadcasts, allowed officials to arrest and detain protesters without court order. On Monday April 13, Thai soldiers used tear gas and automatic weapons to clear protesters, as the results over 135 people were injured and 2 people killed.


The red shirts UDD had evidently lost the battle, but their war against what they saw as gross injustices in Thai society between the haves and have-nots, between the traditional elite and the governed, would continue as long as they were unrecognized and unaddressed. UDD was able to mobilize tens of thousands of mostly poor and underprivileged demonstrators, backed by parallel protests by red shirts in major provinces in the north and northeast regions. The question was what lessons Abhisit would take from the short-lived rebellion. His call for justice for all consistently failed to address the legal infractions of the yellow-shirt protesters from the year 2008. His sense of justice apparently started from January 2009 when he took office, but not seemingly before then. What is needed next is the willingness of the establishment forces to accept, address and accommodate the red-shirt’s sense of injustice and inequality. Otherwise the demands for greater social justice and share of the pie may well reappear in other shapes, forms and colors down the road.


After the mess and chaos the country suffered, something needs to be done sooner rather than later to heal the wounds and prevent the nation from plunging deeper into more unrest. Prime Minister Abhisit discussed means to promote reconciliation with his coalition partners, the idea of a general amnesty for all 220 banned executives of three political parties dissolved since the 2006 coup, including former Prime Minister Thaksin. The amnesty idea could be seen as the right first step in a healing process which hopefully will help ease political tensions and achieve national unity. However, the criminal offences which include corruption charges must be excluded from the amnesty.
 Some politicians insisted that the controversial provisions of the present charter which deals with the dissolution of political parties should be eliminated. The PAD opposed the constitution amendments and amnesty proposals; it would not bring about national reconciliation.
 On Friday 24 April, the state of emergency was lifted; two committees were set up to investigate the amnesty and constitution amendment issues. Abhisit wanted to show his sincere first step intention of reducing political tensions and achieving national unity. Government will be dissolved after the constitution amendment is completed and the general election is expected to be conducted by the end of 2009.

2.2 Thailand’s Economy
2.2.1 Economic Planning
Until 1960 Thailand never had any long term national plan. World Bank recommended Thailand to start five-year plan; the First National Economic and Social Development Plan (First Plan) was drafted by the National Economic and Social Development Board (NESDB). The First Plan (1961-1966), one additional year was needed for preparation; after that each plan has five years. In early stages of development, exports were mainly raw materials, non-processed agricultural products; and imports were mainly finished consumer products and capital goods. During the first three national plans, the emphasis was on the construction of infra-structures such as roads, telephone and electricity and water supply systems. The government implemented deficit budget by using public expenditures to stimulate growth; heavy imports of used capital goods to build up production capacities. Then private sector started the participation in the development process with import substitution objective. Exports of raw material started to decline, most of them were utilized within the country. Imports were slowly substituted by locally manufactured products. Technology and human resources development enabled the country to export the surplus. Exports were the main engine driving the economy. Most of the plans were successful from the point of view of economic growth and stability. Thailand enjoyed two digits growth for several years. However, during the Seventh Plan (1992-1996), there were some early warning signs of deteriorating economic conditions, such as slowdown in exports, rise in imports, trade deficit, capital outflow and increase in current account deficit. The country financial crisis became critical in 1997 and spread over to other countries in the region, especially South Korea, Indonesia and Philippines. The Thai economy reached the bottom in 1998 where the economy contracted to the lowest point in the history that was -10.8%. Under the consultation and supervision of International Monetary Fund (IMF), the economy rebounded in 1999 and 2000 to 4.2% and 4.3% growth rates respectively under the premiership of Thaksin Shinawatra. After the year 2000, Thai economy fluctuated between 1.6% to 5.3% growth rates until 2008, as the result of the domestic political conflicts. However, the Tenth Plan (2007-2011) is totally different from the others, the former nine plans emphasized growth, but the present plan emphasizes self-sufficiency, quality of life, wellbeing and happiness of the people
. Unfortunately, under the current political and economic crises, if the political tensions are not reduced and national unity is not achieved, the Thai economy is expected to reach -3.5% growth rates. In case political crisis become more critical, the Thai economic contraction may reach -5% to -7%, partly as the result of global economic crisis. Thailand’s main importers namely U.S.A., Japan, China and India are also affected by the global economic crisis. There are signs of Chinese economic recovery in the near future, and also U.S. economy is expected to recover before the end of 2009. The consequence is it will have positive impact on Japanese economy and all these improvements will influence the Thai economy to recover by early 2010
.

Figure 2: Thailand Annual Economic Growth Rates (unit : %)
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Source: NESDB
2.2.2 Government Finance

In order to stimulate economic growth, the Thai government depends more on Fiscal Policy and implements Monetary Policy as supplementary measure. High government expenditures to stimulate growth during economic slowdown implies deficit budget. Unemployment rates increase and it is estimated by NESDB that about 6 million people earn less than the poverty line of just below 1,400 baht per month. The 1.7 trillion baht infrastructure mega-projects were approved for 5 new mass-transit routes in greater Bangkok. For the fiscal year 2009, the budget calls for spending of 1.835 trillion baht against revenues of 1.58 trillion baht; the budget deficit is 2.5% of GDP which is slightly higher than 2008 and this level of deficit is expected to continue until 2012
 (Figure 3).
Figure 3: Thailand Budget Deficit as percent of GDP
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            Source: Fiscal Policy Office, Ministry of Finance.
The country’s finances are sufficiently sound to cope with additional spending and debt without affecting long-term credibility. Public debt stands at 38.5% of GDP in 2008 and is estimated to be 44% in 2009 which is well below the legal maximum ceiling of 50% of GDP. Before the current global economic crisis, the country’s public debt as percent of GDP has been on declining trends. It was recorded as 57.8% in the year 2000, declining to 37.5% in 2007, started increasing to 38.5% and 44% in 2008 and 2009 respectively (Figure 4).
Figure 4: Thailand Total Outstanding Debt as percent of GDP
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       Source: Public Debt Management Office (PDMO), Ministry of Finance (MOF).


The economic growth is influenced by household expenditure (C), business investment by private sector (I), government spending (G) and net foreign trade (X-M). During the economic slowdown, as the result of unfavorable business environment, C, I, X and M tend to reduce. Therefore, the only alternative left is to increase G to stimulate the recovery of the economy. In Thailand on the average investment ratio between Private Sector and Government Sector is approximately 75:25. Whenever the private sector investment declines, it must be compensated by government sector investment to stimulate growth and employment (Table 1).
Table 1: Thailand Investment Classified by Private Sector and Government Sector
	Fiscal Year
	Total Investment

(million baht)
	Private Sector Investment: %
	Gov. Sector Investment: %

	1996
	1,892,923
	75
	25

	1997
	1,598,633
	66
	34

	1998
	1,035,447
	57
	43

	1999
	  965,899
	55
	45

	2000
	1,081,420
	63
	37

	2001
	1,181,315
	66
	34

	2002
	1,243,188
	70
	30

	2003
	1,424,194
	73
	27

	2004
	1,681,824
	75
	25

	2005
	2,048,015
	75
	25

	2006
	2,208,035
	75
	25

	2007
	2,270,043
	74
	26

	2008 (2 Q)
	1,256,518
	77
	23



    Source: NESDB

In comparison with other governments in Asia, Thailand’s public debt is comparatively higher than those of China and Indonesia, but lower than those of Malaysia, Vietnam and Philippines (Figure 5).
Figure 5: Comparison of Governments’ Debt as percent of GDP
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	Year
	China
	Indonesia
	Malaysia
	Philippines
	Thailand
	Vietnam

	2006
	16.9
	39.6
	42.3
	63.8
	40.4
	43.1

	2007
	14.5
	34.9
	42.3
	56.5
	37.5
	43.2

	2008
	13.5
	31.9
	42.2
	52.0
	38.5
	44.0


               Source: International Monetary Fund (IMF)

In order to maintain the government fiscal stability, under the constitution, there are guidelines and laws to control government borrowings. By the end of 2008, the Debt Service Payment was 20% of Annual Government Expenditure, which was higher than the benchmark 15%. The Outstanding Public Debt was 44% of GDP which was lower than the benchmark 50%. The Government Investment was 23% of Annual Government Expenditure, which was lower than the benchmark 25%. Domestic Debt and External Debt Ratio was 87:13 against the benchmark 80:20; external debt carries higher risks because foreign currencies for repayment of debt must be earned through exports and further more there are risks of exchange rate fluctuations. Therefore, external debt must be minimized. Domestic debt does not involve foreign currencies and there is no capital outflow while making repayment. The Foreign Currency Mixed Ratio is quite close to the benchmark, risks of foreign currencies appreciation or depreciation are distributed. Short Term Debt carries higher risks as compared to Long Term Debt; therefore, the ceiling of short term debt must be specified at 250 billion baht as benchmark, where the actual amount was only 142 billion baht. When government issues bond or securities, if the interest rates are fixed, the repayment for capital and interest are fixed. But in case of float rates, the interest rates fluctuate, the future repayment of capital and interest are not definite. It is better for the government to emphasize Fixed Rate Debt, the benchmark specifies the Fixed Rate Debt and Floating Rate Debt as 85:15 and the actual portfolio composition was 95:5 which is quite secured for Thai government
.
Table 2: Guidelines and Laws to Maintain Government Fiscal Stability
	Portfolio Benchmark
	Benchmark
	Portfolio Composition

2008

	1. Debt Service Payment : Annual Gov. Expenditure 
	≤ 15 %
	20 %

	2. Outstanding Public Debt : GDP
	≤ 50 %
	44 %

	3. Gov. Investment : Annual Gov. Expenditure
	≥ 25 %
	23 %

	4. Domestic Debt : External Debt
	80 : 20
	87 : 13

	5. Foreign Currency Mixed JPY : USD : EUR
	45 : 40 : 15
	38 : 46 : 16

	6. Short Term Debt : Long Term Debt (Ceiling in bil. Baht)
	250
	142

	7. Fixed Rate Debt : Floating Rate Debt
	85 : 15
	95 : 5

	
	
	


Source: Public Debt Management Office (PDMO), Ministry of Finance (MOF)

2.2.3 International Trade

The real estate sector in U.S.A. caused economic crisis in 2008 and spread all over the world. U.S.A. is one of the most important importers of agricultural and industrial products from both developed and developing countries. When the American economy faces crisis, imports decline and affect all exporters. World Trade Organization (WTO) announced that the world GDP growth for 2008 was 1.7% as compared to 3.5% in 2007. Countries suffering from falling exports have to cut down imports, which finally end up in the decline of world economy. In North America, U.S.A., South and Central America, Europe, Asia and China, exports, imports and GDP growths all declined in 2008. Middle East is the only region which GDP grew from 5.5% in 2007 to 5.7% in 2008 as the result of increasing prices of petroleum. However, exports and imports of Middle East also declined in 2008
 (Table 3).

Thailand economy depends mainly on exports which account for 70% of GDP. The main importers from Thailand are U.S.A., Japan and Europe; when exports to these countries decline, Thai economy is seriously affected and become more critical in early 2009. The growth rates in international trade value, exports and imports of 2008 were recorded at 21.33%, 15.58% and 27.65% respectively. But for the first two months of 2009, they were recorded at -29.19%, -19.18% and -38.92% respectively. Therefore, Thai government briefly concluded that international trade of Thailand declined by approximately 30% early 2009
(Table 4).
Table 3: GDP and Trade Value Classified by Regions and Countries 2007 and 2008

	Region
	GDP (%)
	Export (%)
	Import (%)

	
	2007
	2008
	2007
	2008
	2007
	2008

	The Whole World
	3.5
	1.7
	6.0
	2.0
	6.0
	2.0

	North America
	2.1
	1.1
	5.0
	1.5
	2.0
	 -2.5

	U.S.A.
	2.0
	1.1
	7.0
	5.5
	1.0
	 -4.0

	South and Central America
	6.6
	5.3
	3.0
	1.5
	 17.5
	 15.5

	Europe
	2.8
	1.0
	4.0
	0.5
	4.0
	 -1.0

	Africa
	5.8
	5.0
	4.5
	3.0
	 14.0
	 13.0

	Middle East
	5.5
	5.7
	4.0
	3.0
	 14.0
	 10.0

	Asia
	4.9
	2.0
	 11.5
	4.5
	8.0
	4.0

	China
	 11.9
	9.0
	 19.5
	8.5
	 13.5
	4.0


Source: WTO, Weekly Matichon April 2009. p 101.

Table 4: Thailand International Trade 2008 and 2009.
	
	2008

(million U.S.$)
	2009 (Jan – Feb)
(million U.S.$)
	Growth Rate (%)

	
	
	
	2008
	2009 

(Jan – Feb)

	International Trade Value
	356,494.42
	39,509.21
	21.33
	-29.19

	Export
	177,841.28
	22,231.58
	15.58
	-19.18

	Import
	178,653.14
	17,277.83
	27.65
	-38.92

	Balance of Trade
	     -811.87
	  4,953.95
	
	


Source: Ministry of Commerce. Weekly Matichon April 2009. p 33. 

2.2.4 Labor Force, Income Level and Consumption Expenditure.


According to NSO, the total labor force of Thailand was recorded as 37,380,500 by the end of 2008 and the unemployment rate was 1.9%
. Out of the total labor force, 49% were involved in agricultural sector which produced only 10.8% of the GDP. It implies that the agricultural sector of Thailand is very labor intensive, low rate of farm mechanization, low labor productivity and low agricultural prices. In case of industrial sector, 14% of the total labor force involved in industry and generated 45.4% of GDP. It reflects high labor productivity, capital intensive industry and high output value. The remaining 37% of total labor force involved in services sector and generated 43.8% of GDP. This indicates high demand for labor force and generated large proportion of GDP, which implies qualified educational background and human resource training in the services sector
 (Table 5).
Table 5: Labor Force and GDP by Sector 2007
	
	Labor Force 
	GDP

	Agriculture
	49 %
	10.8 %

	Industry
	14 %
	45.4 %

	Services
	37 %
	43.8 %

	TOTAL
	             100 %
	            100.0 %



  Source: NSO, NESDB, Bank of Thailand (BOT)
Table 6: Average Wage by Industry 2007 (unit : baht/month)
	Industry or Sector
	Baht/month

	Total
	8,368

	Agricultural
	3,473

	- Agriculture, hunting and forestry
	3,420

	- Fishing
	4,734

	Non-Agricultural
	9,270

	- Mining and quarrying
	8,882

	- Manufacturing
	7,329

	- Electricity, gas and water supply
	    20,341

	- Construction
	5,938

	- Wholesale and retail trade, repair of motor                  

   vehicles, motorcycles and personal and

   household goods
	7,674

	- Hotels and restaurants
	6,147

	- Transport, storage and communication
	    13,492

	- Financial intermediation
	    19,328

	- Real estate, renting and business activities
	    10,812

	- Public administration and defence, 

   compulsory social security
	    12,308

	- Education
	    16,767

	- Health and social work
	    11,111

	- Other community, social and personal service

   activity
	7,535

	- Private households with employed persons
	5,194

	- Extra-territorial organizations and bodies
	    10,124

	- Unknown
	    13,050




Source: NSO


Table 6 illustrates clearly that the average wage of the non-agricultural sector is approximately 3 times higher than that of agricultural sector.  Among the non-agricultural activities, workers in public utilities such as electricity, gas and water supply enjoy highest average monthly wage of 20,341 baht, partly because of their large annual profits and also as the result of their strong labor union. The next highest average wage per month is 19,328 baht for those working for financial institutions, which requires highly qualified people with good experience. Then the third highest average wage per month is 16,767 baht for those working in educational field which again requires high qualifications and research experience
 (Appendix 1). 
From Table 6 it can be concluded that income level for salary people or wage earners are rather low. Both local and central governments have to provide welfare and subsidies in education, health care and transport services. People with low and fixed income levels tend to suffer during high inflation. In 2008 the “Headline Inflation” was as high as 7.60%; this does not reflex the living condition of low and fixed income people, because they do not bear the actual cost of health care, education and transport services. In 2008 the “Core Inflation” was only 2.80% which is a better indicator of their living condition. It is rather difficult for them to earn additional income, on the other hand, it is easier for them to control and manage their expenditures. Table 7 shows that from total expenditure, 12.2% are non-consumption expenditure, such as taxes, insurance and interest, which are exogenous factors. The remaining 87.8% of the expenditure are to some extent controllable; the three highest expenditures are 33.0% on food, alcohol and tobacco, 20.1% on housing such as rent, installment and household furnishings, 18.2% on travel costs. The remaining items are always minimized, such as 5.6% on personal products, 3.4% on communications, 2.5% on entertainment, 2.1% on education, 1.9% on health care and 1.0% on religion.

 Table 7: Inflation and Household Spending Breakdown, 2008
	
	Weight
	2008 (%)

	Headline Inflation (Consumer Prices)
	100.0
	  7.60

	Food and non-alcoholic beverages
	36.06
	11.80

	Other items and services
	63.94
	  5.10

	- Clothing
	  3.40
	  0.30

	- Housing and household furnishings
	23.86
	  0.20

	- Health and personal care
	  2.36
	  0.60

	- Transport and communication
	21.98
	11.70

	- Recreation and education
	  5.82
	  2.00

	- Tobacco and alcoholic beverages
	  6.52
	  3.80

	
	
	

	Core Inflation (uncooked food & energy excluded)
	75.95
	  2.80

	Uncooked food & energy
	24.05
	18.30

	- Uncooked food
	15.00
	16.30

	- Energy
	  9.05
	21.40

	
	
	

	Household Spending Breakdown 2007
	100.0

	Non-consumption (taxes, insurance, interest)
	12.2

	Consumption
	87.8

	- Food, alcohol, tobacco
	33.0

	- Housing
	20.1

	- Travel
	18.2

	- Personal products, clothing, footwear
	  5.6

	- Communications
	  3.4

	- Entertainment
	  2.5

	- Education
	  2.1

	- Health care
	  1.9

	- Religion
	  1.0


       Sources: Commerce Ministry; National Statistical Office (NSO).

2.2.5 Thailand Economic Forecast for 2009


The IMD World Competitiveness Yearbook (WCY) is the world’s most renowned and comprehensive annual report on the competitiveness of nations, ranking and analyzing how a nation’s environment creates and sustains the competitiveness of enterprises. During 2008, IMD measured 55 countries on the basis of 331 criteria and found out that Thailand’s competitiveness rankings dropped in all key categories. The main causes are political and world economic crises. Thailand’s competitiveness rankings in 5 key categories namely Overall Performance, Economic Performance, Government Efficiency, Business Efficiency and Infrastructure drop from 33, 15, 27, 34 and 48 in 2007 to 27, 12, 22, 25 and 39 in 2008 respectively
 (Table 8)(Appendix 2).
Table 8: Thailand’s Competitiveness Rankings in Key Categories
	
	2004
	2005
	2006
	2007
	2008

	Overall Performance
	26
	25
	29
	33
	27

	Economic Performance
	  9
	  7
	19
	15
	12

	Government Efficiency
	20
	14
	20
	27
	22

	Business Efficiency
	21
	25
	25
	34
	25

	Infrastructure
	42
	39
	42
	48
	39



   Source: World Competitiveness Yearbook 2008. www.imd.ch 


The academicians expect further decline in Thailand’s competitiveness rankings in 2009. Losing competitiveness implies decline in investment both from domestic and international sources. In addition to domestic political crisis and international economic crisis, Thailand economic forecast for 2009 can be projected as follows: By the end of 2009, GDP growth rate should be within the range of -3.5 to -1.5; if the political unrest continues, constitution amendment and amnesty for politicians are not finalized in the near future, the economies of U.S.A, China and Japan do not recover before the end of 2009, the influenza pandemic A/H1N1 spreads to more countries, then the GDP growth rate will range between -7.0 to -5.0. The Brent crude oil price should be 40.0 to 50.0 U.S.$/barrel due to lower world demand for energy. Private sector consumption will drop by -1.0 to 0.0 due to unemployment and lower income. Investment will drastically decline by -7.8 to -4.7 as the result of losing competitiveness. Government deficit budget as percent of GDP will increase by -4.7 to -4.5 due to high government expenditures to stimulate economic growth and low government revenue. Export tends to drop drastically as the result of world economic crisis and decline in global demand. The balance of trade is expected to range between 3.7 to 5.4 thousand million U.S.$, in spite of big drop in export, Thailand can still export certain product items, such as fresh and processed food, electronics and automobile. On the other hand, imports decline due to lower domestic consumption; therefore, balance of trade remains positive. Current account is expected to remain positive ranging between 4.8 to 4.9 thousand million U.S.$, as the result of tourism industry, Thailand is still one of the most popular destinations for foreign tourists. The headline inflation and core inflation are expected to be considerably low between -1.0 to 0.5 and 0.0 to 1.0 respectively; as the result of decline in domestic consumption, demand-pull inflation should not occur, mild cost-push inflation may take place as the result of increasing raw material prices. The unemployment rate will increase rapidly and is estimated to range between 4.0 to 4.5, which implies 1.5 to 1.7 million people will be unemployed at the GDP growth rate of -3.5 to -1.5; in the worse situation of GDP growth rate of -7.0 to -5.0, the unemployment rate will definitely higher than 2.0 million people
 (Table 9).
Table 9: Thailand Economic Forecast for 2009

	
	2007
	2008
	2009

	GDP Growth Rate
	  4.9
	  2.6
	-3.5 to -1.5

	Brent Crude Oil Price (U.S.$ / Barrel)
	75.1
	97.1
	40.0 to 50.0

	Private Sector Consumption
	  1.6
	  2.5
	-1.0 to 0.0

	Investment
	  1.3
	  1.1
	-7.8 to -4.7

	Deficit Budget (% of GDP)
	-1.5
	-0.9
	-4.7 to -4.5

	Export
	17.3
	16.8
	-20.0 to -13.5

	Balance of Trade (thousand million U.S.$)
	11.6
	  0.2
	3.7 to 5.4

	Current Account (thousand million U.S.$)
	14.0
	-0.2
	4.8 to 4.9

	Headline Inflation
	  2.3
	  7.6
	-1.0 to 0.5

	Core Inflation
	  1.1
	  2.7
	0.0 to 1.0

	Number of Unemployed (thousand persons)
	 501
	 514
	1,500 to 1,700

	Unemployment Rate
	  1.4
	  1.4
	4.0 to 4.5


Source: Thai Farmer Bank Research Center. Weekly Matichon April 2009. p 36.
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