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RICE SUBSIDY

Economists give govt 6-7 out of 10,
put price-pledging losses at Bt100 bn

THENATION

lthough the government’s
onera 1 performance in

implementing its economic
policies has received pass marks
from a group of leading economists,
they warnthatas much as Bt100 bil-
lion in taxpayers’ money could be
lost as a result of the rice-subsidy
scheme this year.

The economists each gave a
score of between six and seven out
of 10 for the government’s per-
formance.

Nipon Poapongsakorn, president
of the Thailand Development
Research Institute, said yesterday
that the rice-pledging schemewould
turn intoasubstantial public-fund-
losing game.

Although the FOB (free on
board) export price quoted by the
Commerce Ministry is about
US$600 (Bt19,075) per tonne of
white rice, the government has
bought rice from farmers at about
$800.

Moreover, the actual exportprice
is lower than $600, he told a semi-
nar on evaluating the government's
economic performance, hosted by
the Kukrit 80 Foundation

Nipon said the overall cost to the

ublic purse would be extremely

ighifthe governmentbought about
15 million to 16 million tonnes of
rice from farmers.

“Thegovernment should consid-
era gradgual exit from its rice price-
pledging policy,” he added.

If the government continued to
purchase rice from farmers next
year, it would not be able to find
warehouses to store the produce,
since the warghouses would be full
from this year's output, he warned.

The economist also urged the
government toendthetaxand inter-
est-rate incentives for those buying
their first home or car.

He suggested that the govern-
mentshould cutitssubsidy schemes
in order to save money for invest-
ment in infrastructure.

“I think the government has

CORD

failed the test of the economic poli-
cies,” said Nipon. i
Pridiyathorn Devakula, former
governor of the Bank of Thailand,
estimated that the government

would lose dbout Bt100 billion of |

taxpayers’ money this year on the
rice-subsidy scheme.

“And if the government imple-
mented the scheme further and
accepted losses of up to Bt200 bil-

lion to Bt300 billion, it would lead |
to fiscal problems over the next 10 |

to 15 years,” he warned.

Veerathai Santiprabhob, execu-

tive vice president of the Stock
Exchange of Thailand, expressed
concern overalackoffiscal discipline.

“The government may face trou- |

ble in the next three to five years
when Europenolongerimplements
a monetary-easing policy,” he said.
He blamed the government for
pushing the country into the trap of
populist policies, which place too
much emphasis on short-term goals.
If the government only imple-

|
|
|
%



mentsshort-term measures, there is
no economic reform, nor is there
reform in the public sector or edu-
cation, said Veerathai, who gavethe
‘government a score of six out of 10
for economic performance.

Supavud Saicheua, managing
director of Phatra Securities, told the
seminarthatthe government had no
clear energy policy, which could lead
to economic problems in the future.
He was referring to the reluctanceto
end oil and gas subsidies,

While agreeing with the govern-
ment’s Bt2-trillion infrastructure
investment plan and flood-preven-
tion spending worth Bt350 billion,
he said infrastructure investment
must be transparent, which could
be judged by whether large foreign
firms are able to participate in the
bidding process.

The projects must also be judged
on the basis of their investment
return to the economy, he added.

Moreover, Supavud expressed
concern over the role of state-run
banks, pointing out that prior to
the 1997 financial crisis, their
deposits were only 6 per cent of
overall depositsin the banking sec-
tor, whereas they now represent 30
per cent of the total.

High deposits on the balance
sheets of these banks mean a high
contingency burden for the ‘gov-
ernment’s financial position, he
said. :

Supavud also gave the govern-
ment a score of six out of 10:

Bhanupong Nidhiprabha, dean
of Thammasat University’s Faculty
of Economics, was more supportive
of the government.

He gaveascore of seven out of 10,
saying that he was satisfied as there
were currently noinflation or unem-
ployment issues.

Heagreed with the government’s
raising of the minimum wage to
Bt300 per day. Large firms were
already paying more than Bt300 to
unskilled labour, he said, addingthat
only labour-intensive industries

.would be adversely affected by the

policy. ‘
Bhanupong dismissed criticism

‘thathigherwages would make asi g-

nificant contribution to a possible
hike in inflation, saying there were
many factors involved behind a rise
in prices.

However, he said he supported
the central bank’s proposal to base
itsinflation target rangeon headline
inflation instead of core inflation.
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The Fi.nance Ministry.has suﬁcnem funds
_tg finance ‘the rice pledging scheme in
the current budget year, officials say.

‘The state-owned Bank for Agriculture

and Agricultural: Cooperatives (BAAC) -

" hascommitted 270 billion baht in loans
to date:to the rice p]edgmg scheme, a

- key plank inthe govemment 's econiomic

. pohcy of lifting rural incomes,

... Underthescheme, farmers a.re guar-

and 20,000 for Hom

' ch! are- s:gmﬁcamly
world market, have

000 baht a tonne for -

Bangkok Post

resulted in the go\/emmem pracncally
buying the entire rice harvest.

‘When combined with price supports
for rubber and cassava, total lending by

- the BAAC in support of farm programmes

has totalled nearly 300 billion'baht under
the Ymgluck Shinawatra government.
The rise in costs has raised concerns

about whether the state can adequately

finance its subsidy programmes. .
, The Public;Debt Management Act
supulates the gavernment may borrow

up to 20% of total annual expendltures i

to offset: deﬁcxtspendmg plusup to 80%

_ “of the funds allocated for debt servicing.

Forthe fiscal 2012 budget ending Sépt
30, bormwmg room under the Act'is

‘Rice mortgage fully funded, ministry says

 slated at 476 billion baht. - .

The government has, amiounced it
will borrow only 400 billion baht for the
current fiscal year, of which 232 billion |
has been raised to date: It alsohas leeway- i
to guarantee loans by state enterprises 2
of up to 20% of budgeted expendnu.res
or 476 billion baht.

State enterprises for the cu.rrem fiscal \
year have announced' plans to borrow |
446 billion baht.

As of July 5, some 1 0 blllmn baht | L
worth of guarantees had been issut

One ministry official saxd, significant |
room Temains for new loan guarantees |
including for the BAAC if needed to: l
finance the rice pledging scheme. " |
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