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An Impact analysis of Value Added Tax Changes on the Thai Economy Using
Input — Output Model
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Abstract

The aim of this study is to examine the total effect, direct effect, and indirect effect on output,
income, and employment rate of 16 manufacturing sector of Thailand. If the government were to
change the in direct the scenario was created which the magin of VAT increasing was assumed to be
equal to government tax policy (Value added Tax) from 7% to 10%. To test the effect of this policy
changes expenditure on Input — Output Model. The result of this study show that the 3 sector which
have the most impact on the output are 1) Services, 2) Rubber, Chemical and Petroleum Industries,
3) Metal, Metal Product and Machinery which total (sum of direct and indirect) effect are 388, 16.9,
14.1 million Baht, direct effect are 197, 5.9, 3.5 million Baht and the indirect effect 191, 11, 10.5
million Baht. The most 3 manufacturing sector that have the most impact of income are 1) Services,
2) Rubber, Chemical and Petroleum Industries, 3) Public Utilities which direct effect are 70, 0.53, 0.29
million Baht and indirect effect are 24, 1.3, 0.97 million Baht. And the sector which has the most effect
of employment rate from increasing government expenditure the first one is service which 293,460
pepople were employed by direct effect and 265,704 people by direct effect second is industrial
manufacturing which 7,691 people were employed by direct effect and 47,102 by indirect effect and
the last one is Transportation and Communication sector which increasing 2,563 peple to be employed
by direct effect and 5,487 people by indirect effect.

Keywords: Value added tax, Input — output model, Direct effect, Indirect effect
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