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ABSTRACT

A large portion of revenue collected by the Thai
Government is attributed to business tax. Since it is an
indirect tax, the extensive coverage extends to all producers
and consumers. Due to peculiarities inherent in the business
tax structure presently in use, producers encounter double
taxation which results in an increéase in the cost of
production of domestic goods. This in turn makes domestic goods
relatively less competitive than foreign imported goods not
subjected to double taxation in foreign countries. (Furthermore,
inability to compete in the internationalsmarket resulté in a
greater balance of trade and paymént deficits for Thailand.
Among the domestic producers themselves, inequity arising from
double taxation can occur with different methods of manufacture.
The consumers, on the other hand, has to bear a tax burden which
As partly shifted by the producers, and the existence of double

taxation adds to this burden.



In this thesis an attempt is made to explain clearly
the development of methods of collection of business tax in
Thailand from the past up to the present time as well as the
advantages and disadvantages of such methods. Several new methods
of sales tax collection already proved to work successfully in
other countries are introduced here., Recommendations are also

given to redress the defects.

Significant causes of double taxation are as follows:

1. The persons who are obliged to pay business tax
defined by the revenue code, are importers, producers and exporters.
Hence from this definition we can realize that local producers
have to pay double taxation beceuse they have to pay import duty
on the goods used in their production on one hand and on finished

goods on the other hand.

2. Thé definition of “Manufacture" as defined by the
revenue code is different from that understood by producers, since
it also includes any kind. of alteration effected an already

finished products.

3. | The ‘industries' production process itself can also
give rise 'to double taxation: for instance the horizontally .
integrated industries which produce intermediate products or involve
several processes while each process is manufactured by different

concerns,such industries would suffer double taxation. Vertically



integrated industries which produce completed line of products

will only pay business tax only once on their finished product.

Recommendations for the relief of problems caused

by double taxation are as follows:

1. Business tax should be devied only on value added

or at retailing stage.

2, Businegs tax should be levied on finished product
and the assessment of bUsipess tax on manufacture should take into
consideration the typeg' and processes of production, since the
difinition of the word !mapufacture" by the revenue code is at

Present very broad.

3. Business tax rates should be reduced, but care
should be taken that after such reduction, the total tax collected
from double taxation would not be greater that tax to be collected

from single collection.

The reform of business tax by applying ‘the value added
methed should pe geared to some industrial sector first. Whenever
the businesses and Government are ‘convinced and ready to accept this
method, then it Should be generally applied. The author thinks this

is the most suitable and effective form of business tax.
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