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Individual Study Incentive under Investment Promotion Act for FDI Promotion:

Testing Lab and Calibration Service Industries.

Researcher Kritsana Khaoraung
Field of Studey Finance and Tax Law
Advisor Asst. Prof. Piyabutr Bunaramrueang

FDI plays an important role both finance and technology aspects in testing and
calibration service industry which is important in driving the economy. Although foreign
investors, as the source of FDI, require a foreign business license, under Investment
Promotion Act (BOI), they are given both tax incentives and non-tax incentives including
exception of foreign business license. However, some foreigners structure the company
model as Thai firm in order not to file a permission under FBA instead of going through
BOI channel. Thus, this individual study examines choices of business models in the
industry and compare benefit received via such models both tax incentives and non-tax
incentives together with looking at the relationship among these factors.

The author has found two major business models. First model is investing as
foreigner via BOI channel which provides better tax benefit no matter which country of
the investor. Another model is investing as Thai firm, either partnering with Thai investor
or structuring as Thai firm by themselves, without BOI promotion even no legal
obstruction hinders them from applying BOI promotion. The Second model provides
better non-tax benefit in general, but less tax benefit compared with the first model.
Moreover, size of business has no significant effect on the FDI’s BOI promotion application
rate.

The evidence shows that even investors with the best scenario and having less
limitation on taking benefit from BOI regime tend to choose the second model over first
model. Therefore, tax incentive is not the most important factor in picking up the
destination country but might affect how the business be structured showing that BOI
regime expose to aggressive tax planning. However, this individual study does not

evaluate the effectiveness of tax incentives providing under BOI regime.

................................................................... Advisor

(Asst. Prof. Piyabutr Bunaramrueang)

......... %7%% ... Researcher

(Kritsana Khaoraung)
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% Sarbajit Chaudhuri and Ujjaini Mukhopadhyay, "Role of Fdi in Developing Countries: Basic Concepts and

Facts," in Foreign Direct Investment in Developing Countries: A Theoretical Evaluation, eds. Sarbajit Chaudhuri and

Ujjaini Mukhopadhyay (New Delhi: Springer India, 2014), p. 1.

® bid, p. 3.

¢ bid, pp. 7-11.

" Kazunobu Hayakawa, Hyun-Hoon Lee, and Donghyun Park, "The Role of Home and Host Country
Characteristics in Fdi: Firm-Level Evidence from Japan, Korea and Taiwan," Global Economic Review 42, 2 (2013): p.

110.

8 OECD, Foreign Direct Investment for Development: Maximising Benefits, Minimising Costs (Paris: OECD

Publishing, 2002), p. 50.
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° Matthew Stephenson and Jose Ramon Perea, "Outward Foreign Direct Investment: A New Channel for
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10 UNCTAD, "World Investment Report 2019 Country Fact Sheet: Thailand,"(2019).

" william B Barker, "An International Tax System for Emerging Economies, Tax Sparing, and Development: It

Is All About Source," U. Pa. J. Int'l L. 29(2007): p. 355.
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NBINUNITHUTENINUTENA (International Monetary Fund - IMF)
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Payments and International Investment Position Manual, 6" Edition — BPM6) 7140 un5
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Tuwniefiosdnisnisaalan (World Trade Organisation - WTO) T4
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dsun13UsEgNanyserIuAinaenIsAkaEn 1Tl (United
Nations Conference on Trade and Development - UNCTAD) miamuimamﬂmﬂﬁ’mma

¢:l| | val o a

a &£ yaa A o~ = I A’ o O @ v
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(Organisation for Economic Co-operation and Development - OECD) Iﬁﬁmm%aﬂmiamu
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12 International Monetary Fund, Balance of Payments and International Investment Position Manual
(Washington, D.C.: International Monetary Fund, 2009). p. 100-101.

> World Trade Organisation, "Trade and Foreign Direct Investment,” [Online]. Available from:
https://www.wto.org/english/news_e/pres96_e/pr057_e.htm [18 January 2020]

% UNCTAD, Training Manual on Statistics for Fdi and the Operations of Tncs - Volume I: Fdi Flows and

Stocks (Switzerland: United Nations Publication, 2009), p. 35.
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