THAILAND ECONOMY:   6-Month Package to Ease Cost of Living Pressures

SUMMARY
1. The Cabinet announced, on 15 July, a Bt46bn (£708m) package to help the public cope with cost of living increases as inflation climbs to 8.9% in June.  Measures provide temporary relief to the poor, through assistance with utility bills and choice of free transport.  While it is affordable relief from a fiscal standpoint, political enemies downplay the measures as nothing but a 5- month old government trying to shore up its popularity.

DETAILS


2. The 6-point plan, a concerted effort by Prime Minister Samak, Finance Ministry, Energy Ministry, Interior Ministry, and Transport Ministry, provides temporary relief for 6 months and aimed largely at the poor.

· Excise taxes on diesel (presently 2.2 Baht/liter) and gasohol or ethanol-based fuel (presently 3.3 Baht/liter) will be waived

· The scheduled deregulation of cooking gas (LPG) prices was stalled, effectively pinning the present price at one-third the global rate

· Water utility bills for households consuming less than 50 units/month are waived

· Electricity utility bills for households consuming less than 80 units/month are waived.  Those consuming between 80-150 units/month get a 50% discount.

· Half of Bangkok’s 1,600 fleet of non air-conditioned buses will not collect fares

· Railroad travel on third-class carriages will be free

3. Without the usual excise taxes, pump prices may drop by around 4-9%.  Diesel has been singled out, being one of the priciest fuels at the moment and the backbone of commercial transport.  Incentives on ethanol-based fuels aim to strengthen earlier initiatives to accelerate motorists’ acceptance for this alternative product.

4. While fuel is not subsidised and remains sold above costs, critics think a lower-than-usual pump price distracts efforts to save and thus dilutes the Energy Minister’s supplementary message to remain vigilant on energy-saving.

5. The government will shoulder the estimated Bt46bn (£708m) cost over the 6-month duration.  Measures for the poor were well-received but the incentives on diesel, being too blunt a tool, drew criticisms for spoiling the general motorist.  Political enemies labelled the package as a stimulus in disguise to shore up the 5-month old government’s frail standing amidst a barrage of court cases.

6. On numbers alone, the current 38% debt to GDP ratio, budget deficit of 1.8% of GDP for fiscal 2008, and better-than-expected VAT receipts indicate the package to be affordable temporary relief provided it is not extended further than the 6 months planned.

7. The fuel-related measures start 25 July and the remaining ones on 1 August.
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