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ABSTRACT

This study aims to investigate Thailand’s tax competitiveness with respect to the direct
investment in the important ASEAN countries. In particular, it estimates the bilateral Effective
Average Tax rates (EATR) for the Thai company in Cambodia, Myanmar, Laos, Vietnam and
Indonesia and compares them with the rates associated with the companies from Malaysia

and Singapore.

The findings indicate that, under the dividend tax exemption by Decree 442, Thailand’s
tax incentives are comparable to those of Malaysia and Singapore. Thailand’s bilateral EATRs
are, on average, 36.3% for standard tax treatment and 26.1% for maximum tax incentives. The
dividend tax exemption by Decree 442 has lowered those average EATRs to 24.7% under
standard tax treatment and 12.1% under the maximum tax incentives. Those tax rates are
quite comparable to the rates associated with Malaysia and Singapore (25.6% under standard

tax treatment and 12.9% under the maximum tax incentives).

Many businesses, however, may find themselves unable to comply with the
requirements of the dividend tax exemption (Decree 442). For those businesses, they have to
mitigate the double taxation by using the measures specified in the double tax agreement
(DTA) or requesting foreign tax credit (Decree 300). In such cases, the Thai businesses will face
significantly higher effective rates than their Malaysia and Singapore counterparts. Moreover,
there are firms, especially small and medium enterprises, which are not able to use any
method to alleviate the double taxation, possibly due to the lack of tax knowledge. For those
firms, their effective tax rates are substantially higher than their Malaysia and Singapore

counterparts.

The study also provides the policy implications which are derived from the EATR
estimation and the interview with those in the area of tax planning for direct investment in

the five ASEAN countries.



