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ABSTRACT

't

Thailand has been facing the economic problems of the fairness of income
distribution for so long, the government must take action in order to solve those
problems and does so to provide appropriate income. Inheritance tax is a tool used by
the government to solve the problem because this tax is collected from wealth.

This topic of study focuses on the appropriateness and feasibility of utilizing
Inheritance Tax collection in Thailand to help solving the unfairness of income
distribution problems; therefore, it is an analytical study to propose a suitable
Inheritance Tax Collection Method for Thailand's economic and social situation.
First, started with the study on definitions, tyl?es, tax structure, and general principles
of the Thai inheritance tax laws in the past and foreign laws will be taken into
consideration.

From the study and analysis, we can see that Thailand should apply the Inheritance
Tax Collection to suit with its culture and economic because other countries facing
the same problem about income distribution utilized Inheritance Tax to solve this
problem. The collection might be done indirectly, i.e. ignore the Inheritance Tax as
under Section 42(10) but collect the tax from the sale of inherited Registered
Properties such as cars, guns to the Section 42(9) to help distributing income to the
society fairly.
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Chapter 1
Introduction
1.1

Background and General Statement of the Problems

The Inheritance Tax which is the topic being debated here is not a new tax collection
method in Thailand ,Inheritance Tax has been used since the Ayutthaya era in the
form of royal section but has been cancelled and re-adopted once again during the
Rattanakosin era of Buddhist year 24 76 - 2487 in the form of Inheritance duty and
Inherited duty.

The rational behind the cancellation of the law on collection of Estate Tax consisted
of many aspects. Nevertheless, the important issue was the matter of politic to avoid
being liable on the tax payment as revenue many politicians and powerful economist
tried to eliminate the law. Secondly, there was also a problem with the expertise of
the officers of the Revenue Department on the topic of the property assessment.
Additionally, most citizens considered the Estate Tax collection to be a burden and
disagreed with the tax policy. Therefore, to optimize the above problems, the Estate
Tax law was cancelled.
0

A

*

Despite that fact, after a full consideration, it's appears that m practice is the
government wishes to collect such tax, the government may be able

to do so.

However, the collection may not be in the full amount due to the reasons that it will
create the overlapping of income distribution, in addition to the fact that the Revenue
Department has the provision under Section 42 (9),(10) of the Revenue Code that the
Assessable Income from the selling of Inheritance Immovable and Movable
Properties are exempt from personal income tax.

At present, Thailand has not yet re-adopt the Inheritance Tax. Additionally, the
Revenue Code of Thailand also has the provision exempting income under section 42

2
(9),(10) 1 which maintenance provides that income derived under moral obligation,
corpus of a legacy or inheritance, or gifts made in a ceremony or on occasions in
accordance with established custom are the exempted income, which are not subjected
to be tax. However, the heritage property is deemed to be income, that should be
subject to tax because it is a form of benefit which be on the inheritor as income or
profit without having to do anything, there are many people consider Inheritance to be
an easy way for earning for living.

1.2

Hypothesis of the Researc.h

RS

The wide gap between the rich and the poor has a great impact and influence on the
new related problems. The main way to release this issue is to stabilize or decrease the
average revenue of the rich. On the other hand, the average revenue of the poor must
also increase. To make this strategy effective and successful, the government's
regulation is an important key. The law on the collection of Estate Tax is an example
of the government's regulations that will support the strategy. However, the law on
the collection of Estate Tax is widely criticized theoretically and publicly. Moreover,
the Legislative Assembly is also considering compromising and figuring out the issue
both the advantages and disadvantages, together with providing a solution and
limitation to the law enforcement. Since Thailand has not yet to establish any rule,
principle or method to collect Inheritance Tax, an indirect collection tax method

1

The Thai Revenue Code, section 42

"The assessable income of the

following description shall be excluded for the purpose of computing income tax:
(9) Proceeds of sale of a moveable property acquired by bequest or
acquired not with a view to trading or profits, but not including sale of ships or
vessels of six tons or over, steam launches on motor boats of five tons or over, or
floating houses.
(l 0) Maintenance income derived under moral obligation, corpus of a

legacy or inheritance, or gifts made in a ceremony or on occasions in accordance with
established custom".

3
should be apply under Thai law. as a mechanism in collecting tax on Inheritai1ce when
the heir decide to sell or transfer the Inheritance property.

The process of collect such tax shall be separate into 2 stages Firstly, the assessable
income shall be exempted \Vhen the Inheritance properties are transferred to the inheritor
and the collection of tax shall be in the second stage when the heirs sells, distributes or
transfers the Inheritance properties. However, it should implement additional law to
collecting the tax from the sale of registered movable properties such as cars, guns to
the Section42(9) of the Revenue Code.

1.3

Objectives of the Research

1. To study the basis of principles of Inheritance Tax.
2. To study foreign countries 's law regarding Inheritance Tax.
3. To determine and examine the problems with implementing Inheritance
Tax in Thailand.
4. To make an analysis of the problems and propose solutions for solving
problems in implement the Inheritance Tax in Thailand.
INcrr

1.4

Research Methodology

0
~INC:FlQ69

*

In conducting this research, the author uses methodology of documentary research..
The author did the research bases on materials such as Civil and Commercial Code,
Revenue Code, text books, internet, other document and interviews.

1.5

Scope of the Research

The scope of this research is focused on Section 42 (9)(10) under Thai Revenue Code.
This research contains an analysis of the implementation of Inheritance Tax m
Thailand and comparison of Thai law with other countries, to find solutions to
improve and also compare it with existing policy of other countries to find the
possible solutions and ways to improve Thai law.

4

1.6

Expectation of the Research

I. Able to acquire the basis principles oflnheritance Tax.

2. Able to make a comparative analysis between Thai and foreign law on the
topic of Inheritance.
3. Be able to identity the problems of implementing Inheritance Tax m
Thailand.
4. Knowing the problem and find the way out of inheritance tax law.
5. Able to acquire solutions for the identified problems.

~
~

I-;;,

Q..
~

=~

r-

~

ROT1t

LABO

eRIEl.

INcrr

~

Chapter 2
Development, Concept and Principle of Law concerning the
Collection of Estate Tax
2.1

Development of Inheritance Tax and Estate Tax

Inheritance Tax and Estate Tax are not new tax collection methods in Thailand. The
Judicial Council Committee reports that the history of Estate Tax in Thailand started
during the Ayudhaya Dynasty in the reign of King Narai, known then as "Inheritance
Taxation". The concept of this taxation was modem; its role was to seize the excess
demand property of a heritor to the nation.

~

Thailand changed its regime from an absolute monarchy to a democratic government
on 24 June B.E.2475. This tax collection method became the combination of estate
taxation from the estate itself and estate taxation from a heritor. Taxable properties
and estates include:
ROTft

1. Immovable properties and movable properties in Thailand
2. Properties which the ownership has been transferred within one year before death.
3. Asset assessment is subject to the period of; however, objection and appeal
are permitted.

The collection rate was the forward rate which meant the estate net value or the
receiving inheritance net value under 10,000 baht was exempted from collection. The
excess amount was subject to the settled rates.

While the principle was enforced, the collection of Estate Tax was only 1.24 percent
of the direct tax. From Land Tax and Estate Tax of Thailand statistics during B.E.
2478 - 2487, the highest rate for the tax collection was 0.53 percent of the total tax
collection in B.E. 2484. This law was repealed in B.E. 2487 while Prime Minister
Jomphon Por Piboonsongkram was in office.

6
The annual forecast of Thailand during B.E 2478 - B.E. 2487 Book 20 and Book 21
The statistic of the Duty of Inheritance and Receiving Inheritance :from the Revenue
Department as follows:

Year (B.E.)

Land Tax

Estate Tax

Total Revenue

Total Tax
Collection

7,072,365

2478

1

43,955

94,663,495

52,868,572

rr

2479

7,680,61 5

36,008

1 9,493,785

62,585,763

2480

5,705,469

67,284

109,41 ,311

55,029,672

2481

7,422,329

315,173

118,223,206

62,485,841

\

'

2482

124,195

29,954

59,611,536

28,849,611

2483

30,656

10,121

37,028,145

20,010,620

2484

144,153

404,273

161,258,359

76,080,253

62,313

133,176,247

57,548,447

llS,094

133,176,247

100,050,150

139,784

288,905,349

117,113,853

-

•

VI

2485

181,071

2486

1,422,783

2487

4,499,937

'NC

1

The article elementarily noticed on the Act on Duty of Inheritance and Estate Tax
B.E. 2476, which was enforced during the change of Thailand's regime and a bad
economic situation in Thailand. Moreover, there was also an international war, which
directly impacted Thailand during B.E. 2484 -2489. Due to these factors, the Estate
Tax was unable to be collected.

7
2.2

The Reasons for Collection or Termination of Estate and Inheritance Tax2

2.2.1

Reasons for Collection3

The reason of collecting inheritance tax is from the idea that the state
should collect different kinds of tax so that taxpayers do not have to
pay a certain kind of tax at a high rate. The distributed tax collection is
the best approach. The inheritance tax is another kind of tax that we
should use because of the foUowing reasons:

1. Inheritance tax is a tool to create equality of opportunity for

individuals, and also create fairness in the society by reducing the
advantage of getting heritage from parents. The person born in
wealthy family often gets better life, education, and training than the
person born in the poor family. Therefore, receiving heritage from

!:)

their parents would add more advantages. So, the state should collect
inheritance tax to reduce that advantage and create equality of
economical opportunity for everyone. The revenue generated from
inheritance tax may not much, but the point is to create fairness in the
society. Additionally, inheritance tax is a tool to eliminate the
prosperity of individual via heritage without getting a job.

2. Inheritance tax is a way to distribute tax burden in the society
fairly. When the government collects a few kinds of tax, the tax
payer would have to pay a large amount of money to cope with the
needs of government to get the fund for developing the country. If
the government gets more revenue from the inheritance tax, then
2

Ruethai Poonsawat, "Inheritance Tax," Administer Tax Magazine, Vol. 20

(April2544): 117-118.
3

Kreatkiat Pipatseritam, Financial in management and distribution,

(Bangkok: Thammasat University Publishing, 2541), pp. 322-324.

6th

edition

8

there might not need to increase the rate for other kinds of tax, or
increase indirect tax in which would result in too much burden for
low-income people. Also, it is a way to distribute tax burden to
every group of people. Moreover, inheritance tax collection is
calculated from the long period of holding value added property.
This increased value of property has not been taxed yet, so it is
only a collection of tax from the long-run capital gain.

3. Inheritance tax helps utilizing public resource efficiently which is
useful for society. When peopJe collect properties or build their
prosperity in the form of land, jewellery, or other valuable
properties, it does not generate any benefi to the economic. When
these people die, their heirs may spend all the properties uselessly,
and again, there is no benefit to the economic. The inheritance tax
collection will reduce this wasteful spending, and also make those
properties useful to the society.

4. Inheritance tax is a way to collect any leaked tax. Wealth people
may have avoided tax payment, or someone may run illegal
business which makes them more prosperous than they should. The
inheritance tax collection can be consu ered to be a back tax
collection, or a way to collect any leaked tax.

5. Inheritance tax is a way to collect tax accurately from the person
who takes advantages from the state. The wealthy people get
benefit of safety to their life and properties while they are alive.
When they die, their heritage must be taxed by the state before
splitting up to each heir so the money which gained from the tax
will be returned to the society. In addition, the base of the
inheritance tax is the prosperity or the collected property from the
past, therefore; inheritance tax collection will reduce people's
motivation to build their future less than income tax collection, and

9
also relief the problems about investment decision making,
compared to the income tax collection.

6. Inheritance tax is a direct tax and the source of income of the state.
In the country where the ratio of direct tax to indirect tax is still
low, inheritance tax collection which is a kind of direct tax will
lead to an increase of the proportion of direct tax per indirect tax,
and increase revenue to the state even though the proportion of
total income from tax or GDP still remains low.

2.2.2

Reasons for Termination4

I. Inheritance tax ruins individual saving and funding, making people
have lacks of motivation to work or save money for their family,
resulting in spending more money during in their lifetime instead
of saving heritage for children. Capital saving will be decreased
which causes damage to the economic growth rate of the country.

2. Inheritance tax ruins individual' s motivation to work when he/she
realizes that his/her saving would be taxed when he/she passes
away so he/she might save less and spend more.

3. Inheritance tax rums small business. When the state collects
inheritance tax, some small businesses might have to close down
because they have to sell some properties in order to get the money
to pay inheritance tax which results in insufficient fund, and no
longer be able to operate their businesses.

4. Inheritance tax has some difficulties in collection management in
which could result in unfairness of collection. The major difficulty
4

Ibid., pp. 324-326.

10

is the evaluation of the taxable heritage, such as property with no
market price like antiques or arts. The price evaluation for tax
calculation is hard. Also, it is difficult to determine the corruption
or inefficiency of tax department officers. Two identical properties
evaluated by different officers with different evaluation skills will
result different evaluated prices, or corrupted officers might
evaluated lower price than reality. These lead to unfairness and
decreasing the state's income. Moreover, there are difficulties
about tax avoidance detection as the wealthy people or educated
people use the loophole to avoid inheritance tax causing unfairness
to uneducated people or among other inherited heirs.

Each supporting point and objection of inheritance tax collection
confute each other. Some points may weight less, e.g. the

::»

inheritance tax collection is a way to allocate public resource
efficiently - not letting people collect properties or prosperity in
the form of non-performing asset like land or jewellery because, in
developed countries, most of their people collect their properties in
the f01m of investment in businesses, or the topic that says the
inheritance tax collection ruins the saving and funding of
individuals. When saving money, most people do not care about
the tax but rather t look at the future of their family. Besides,
inheritance tax may inspire people to save more to compensate the
taxed heritage.

5. Others Reasons for Termination
Statement of Principle and Reason for the Termination of the
Enactment of Inheritance and Estate Tax Collection B.E. 2476 2487 stated that the reason for termination of inheritance and estate
tax collection as, "The collected amount of inheritance and estate
tax in each year is uncertain, and too small. Besides, the collections
needed much effort from the Revenue Department officers.

'1fZ ASSUMPTION UNIVERSITY LIBRAR'
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Resulting in the decision of cancellation these taxes, and allowed
the officers to work on more productive tasks.

In order to confirm this statement, these factors should be
examined.

1) Political Reasons
In the absolute monarchy system, all properties in the kingdom

belonged to the King. Soon after the revolution in B.E.2475, the
enactment ofinheritance and estate tax was enforced in B.E. 2478,
resulting in the changing of property possession. Thai

citizens

were allowed to possess properties. Various forms of assets such
as money, real estates, and moveable properties tended to increase
more value. As a result, some high authorities had awkwardness
of paying inheritance tax, so they enforced the cancellation of the
enactment of inheritance and estate tax collection B.E. 2478 2487.

IE:l.

2) Burden on the officer of the Revenue Department
At that time, The Revenue Department was responsible for
collecting income tax, inheritance tax, commercial tax, bank
and insurance tax, water tax, postal tax, entertainment tax,
property tax, sugar tax, income donation, commercial donation,
rice donation, turtle egg collection monopoly, bird nest
collection monopoly, and other interests. It could be easily seen
that the Revenue Department officers were on very heavy duty,
and sometimes overloaded. Therefore, if the collection of
Inheritance Tax, compared to the officers' effort, was not
worthwhile, it should be terminated.

12

3) Enforcement of Law
The Enactment of Inheritance and Estate Tax in B.E.2476 as a
temporary. After the Civil and Commercial Code 5th and 6th
issue has been put to use, a new enactment shall be legislated to
replace the former one because there are no complete version
and up to date laws about inheritance and, especially, no law to
judge the authority and responsibility of the trustee assigned by
the owner of the property or by the court. Therefore, it is
impossible to propose the appropriate and complete enactment
of inheritance and estate tax." The statement described the
enactment of inheritance and estate tax 1933 written by Mr. Ar
Key Yong, Law legislation consultant.

According to the statement above, it could be seen the law
legislators were aware of the limitations of the enactment. The
first and important limitation was the restriction on the
enforcement of the Civil and Commercial Code in the aspects
of Inheritance Tax, trustee, and proof of inheritance in aspect of
the relationship that relates to the Inheritance Tax. At that time,
there 'Yas no formal procedure of inheritance proof, so the
ownership of the properties changed immediately after death
occurred, resulting in inefficient tax collection. However, after
the Civil and Commercial Code 5th and 6th issue has been put to
use, there was no key amendment. This might be one of the
reasons that inheritance tax collection was terminated.

In addition, the collection of both inheritance tax and estate tax
could cause the overburden to the taxpayers, so people neither
accepted nor cooperated.

Moreover, this Enactment of

Inheritance and Estate Tax B.E.2476 was the first tax law of
Thailand

that

collected

from

securities.

The

Revenue

13

Department officers had to learn new collecting principles and
regulations. Also, this required special skills from revenue
officers such as property and real estate appraisal skill. Again,
if officers had lacked of this skill, then tax collection suffered
immensely.

4) The intention of the Law
A members of the parliament at that time said that the intention
of this law was to collect the inheritance tax to increase the
government' s inceme. According o him, the enactment did not
aim for the fairness to society; besides it was not a tool to solve
social economic problems. Thus, when the collection of
,:;::

Q..
~

2.3

inheritance tax generated too little income, it no longer fulfilled
the intention of this law.

::>

If the enactment of inheritance tax will be enforced again, the

C/)

above factors should be taken into considerations.

Definition and Categories

INCIT
0

2.3.1

Definition of the "Success-ion"

Under Black's Law Dictionary
Succession5 is "the act or right of legally or officially taking over a
predecessor's office, rank, or duties; the acquisition of rights or
property by inheritance under the laws of descent and distribution".

Under Thai Law

5

Bryan A. Garner, Black's Law Dictionary, 8ed (United State: Thomson

West, 1999), p. 1472.

14
There is no specific definition of provision under Thai Civil and
Commercial Code that gives the meaning of the term "succession6".
However, as according to Book VI of Thai Civil and Commercial
Code, it may be conclude that succession is the estate of the property
of a person which shall be devolves on the heirs when that person dies.

The estate of a deceased includes his properties of every kind,
immovable and movable property, as well as his rights, duties and
liabilities, except those which by law or by their nature are purely
personal to him7 •

Taxing on the property of the deceased person that devolved on his/her
heir may also known as Inheritance Tax, Estate Tax or Death Duty.

-

There are various different name of the tax on property of deceased
person.

The Principles of the Provision of Inheritance Law declares that a
lieritor has an immediate right in the property of a deceased person or
the de cujus after his or her death. The term "de cujus" only means
"natural persons", and does not include 'juristic person." Therefore,
Inheritance law is not imposed on juristic persons, rather the law that
shall be imposed on juristic person is the law of juristic person.
Under Thai Law death is categorized into 2 situations 8 :

2549).

6

The Thai Civil and Commercial Code, section 1599.

7

The Thai Civil and Commercial Code, section 1600.

8

"The Class of Death legally," Revenue Journal, 86 Vol. 22 (December 12,

15
1. Natural Death
"Natural Death" means when the heart and the brain of the person
stop functioning.

2. Civil Death
"Civil Death" means the legal status of a person who may be still
alive, but has been deprived of the rights and privileges of as a
citizen or a member of the society.

In this case, the person is death by the law. The situation occurs
when the person has been missing from his/her domicile for the
perioa specify by Thai Civil and Commercial Code and the court
had adjudicate for such person to become disappeared person after
the interested person filed the application to the court. After the
court adjudicate for a person to become a disappeared person that
person is considered to be a death person by law which is the case
of Civil Death or disappearance. Therefore since the disappeared
person is deemed to be death by the law, his/her property shall be
passed on to his/her inheritance as according to Section 629 and
Section l 60i 0 of Thai Civil and Commercial Code.

3. Duties and Liabilities
Duties and Liabilities such as liabilities of the deceased or an
obligation in the collateral contract of the deceased, etc. However,
a heritor must be a natural person, not a juristic person. A juristic

9

The Thai Civil and Commercial Code, section 62 "A person against whom

an adjudication of disappearance has been made

is deems to have died at the

completion of the period specified in section 61".
10

The Thai Civil and Commercial Code, section 1601 "An heir shall not be

liable in excess of the property devolving on him".

11.m ASSUMPTION UNIVERSITY LIBRAH'
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person, except temples and the nation (in a particular case), has no
right to an inheritance. A juristic person can only be a legatee.

2.3.2

Tax Base and Inheritance Tax

1. Type of Tax Base

Tax base is total property, income, or wealth subj ect to taxation in
a given j urisdiction; the aggregate value of the property being taxed
by a particular tax 11 .

There are 3 categories of tax base:
1) Wealth includes the large sum of money and properties. 12
2) Income is the money or other forms of payment that one
receives, periodically, form employment, business investments,
royalties, gifts, and the like.
3) Consumption is the act of buying and using products 13

Tax collected can be divided into 2 categories.

"Direct tax" is a tax imposed on property, as distinguished from a
tax on a right or privilege. A direct tax is presumed to be borne by
the person upon whom it is assessed, and not " passed on" to some
other persons 14 such as income, property tax, estate tax and
inheritance tax. They are the taxes levied directly on the taxpayer.

11

Oxford Advanced Learner's Dictionary, 7ed (London: Oxford, 2005), p. 1665.

12

Ibid., p. 314.

13

14

Bryan A. Garner, op.cit., p. 1500.
Ibid., p. 1497.
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"Indirect tax" It is a tax on a rights or privileges, such as an
occupation tax or franchise tax. An indirect tax is often presumed
to be partly or wholly passes on from the nominal taxpayer to
another person such as a sales tax or value-added tax, excise tax
and custom duty. They are levied on goods or services rather than
individuals and are ultimately paid by consumers in the form of
higher prices.

The Collection Estate and Inheritance Tax essentially is to collect
tax from the wealthy. It reduces the inequality of the rich and the
poor, and is meant to be fairly distributed to all Thai people.
Another facet is the progressive rate 15 is applied to collect
inheritance tax in order to decrease the inequality of the society
because it collects from rich people directly, due to they have the
ability to pay such burdens. This tax will proYide a chance to
spread income from the rich to the poor.

Taxing on the property of the deceased person that devolved on
his/her heir may also known as Inheritance Tax, Estate Tax or
Death Duty. There are various different name of the tax on
property of deceased person, Inheritance 'fax is a tool used by the
government to solve the problem because this Tax is collected from
wealth. It can be divided into 2 main categories 16

(1)

Estate Tax
Estate is the type of which is tax collected from the heritage.
When a person passes away, all properties belonging to that

15

Chaiyasith Trachutham, Tax handbook (Bangkok: Thai Barrister Publishing,

2000),p.6.
16

Ruethai Poonsawat, "Inheritance Tax" (Master of Laws Thesis, Thammasart

University; 2545), pp. 21-34.
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person shall be subject to taxed before transferring to the
person's relatives. The Estate Tax will be calculated based on
the value of the heritage without considering number of
relatives entitled for the inheritance or the relationship
between the dead person and the inheriting heir. If the person
has no heritage property, there will be no tax. The rate of the
tax here is a progressive rate depending on the value of the
heritage 17 .

Advantages of Estate Tax Collection are:
A. The government receives a large amount of tax collection;

B. Easy one-time assessment for tax collection;
C. Economizes the collection procedure expenses;
D. Fairer income distribution compared to other collections
of Estate Tax;
E. Reduces the gap between the rich and the poor due to the
reason that the government will earn. more revenue to
develop country.

Disadvantages of Estate Tax Collection are: every heritor
bears the same tax payment without concern of their income
and volume of the receiving estate; the tax payment is very
high since the payment calculated from the whole value of
the estate; and extensions exist in the collection procedure.

(2)

Inheritance Tax
The type of tax which collected on the estate of deceased
person which get transferred to his/her heritor, by calculating
the tax from the distributed value of the estate apportionment.
The heritor is liable for the tax payment individually. The tax

17

Ibid, pp. 22-23.

19

rate is depends on the relationship between the deceased
person and the heritor, which means that this type of tax rate
varies and calculated as according to the relations of the
parties For example, the statutory heir is liable to pay a lower
tax rate compared to the distant relatives, and vice versa 18 •

Advantages of Inheritance Tax Collection:

A. People are mor.e feel more at case with this type of tax in
the tax collection because with they feel that its procure is
less complicated when compared to the Estate Tax
B. Inheritance Tax rate is subject to the minimum tax rate,

therefore the tax payment rate is lower than the Estate
Tax payment.

Disadvantages of Inheritance Tax Collection: Collection
is not beneficial to the government; the several persons
who are liable for the tax payment cause the extension of
the collection procedure and higher collection expenses.

18

Ibid., pp. 23-24.
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Comparison between the Estate Tax and Inheritance Tax Collection 19

Table 1

Estate Tax

Inheritance Tax

3. All heritors are responsible for the tax
payment equally

1. More convenient as it is no need to
pass a specific law, and also has less
disputes on the collection
2. People are more comfortable with it,
and less objections from society as the
heritor is liable for the tax payment.
3. The tax payment of each heritor is
based on the receiving heritage.

4. Tax collection from the total value of
an estate generates a lot more jncome.

4. The whole revenue collected from each
heritor is less.

5. An executor must be identified, and is
responsible for submitting the estate
account and tax payment.
6. It is easier to collect as it is a one-stop
duty.

5. Each heritor is responsible for the tax
payment.

7. Unable to collect the delinquent estate
tax exceeds the total estate tax as an
executor is not responsible for it.
8. The amendment on the Civil and
Commercial Code is needed.

7. Each heritor is fully charged for the tax
payment, even it exceeds the amount of
the heritage.
8. No amendment on the Civil and
Commercial Code required

9. Generates more government revenues
as the government could directly collect
tax from an estate

9. Generates less government revenue as
the heritor might avoid the tax payment

1. Disputes in court will delay the
collection period and leads to the
complexity of the procedures.
2. People will have negative perspectives
on the government.
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6. The tax is collected from each heritor.
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Principle of Good Taxation 20

Thai Constitution of 1997 section 83 21 prescribed the role of the government in
income distribution as, "The government must engage in realizing fairness in income

19
20

Ibid. , p. 22.
Vit Tantayakul and Charoen Rittimanon, Law of Taxation ( Bangkok,

2534), p. 19.
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distribution" . The estate tax is one of the taxes that engages in such because it is a
direct tax that taxpayers cannot push forward tax burden to others, and is a tax that
calculated from the amount and value of the property. However, an issue of the Thai
Constitution approval and protection of individual rights is considered; the legislatives
must protect both the weak and the strong in society by offering equal protection of
basic rights. The government must provide basic services to its citizens thoroughly
and equally. Unfortunately, it is easily seen that the structure of the tax system in
Thailand is still unfair, as the majority of the total revenue comes from indirect tax22 .
Therefore, the enfo rcement of tax, should consider the principals of good taxation and
allocation of income and properties in order to create fairp.ess in society.

Good taxation must have at least 4 characteristics. Firstly, good taxation should
increase productivity. Secondly, good taxation must be economically neutral. Thirdly,
good taxation must be fair. Finally, the tax collection system must be efficient and
effective in order to support all other characteristics and drives to good taxation.

2.4.1

Productivity

The tax rate is not the only factor that impacts productivity. Three
more factors exist: the tax base characteristic, the tax base size, and the
tax base elasticity.

1•

1. Tax Base Charncteristic

1 : : .,

~~~

°'

-~

If the tax base is wide, it will broaden the range of taxpayers and,
compared with a narrow tax base, the revenue will be higher.
Although the average personal income tax is only a small portion,
it could increase government income more than any other highrated tax within a narrow range of taxpayers. An example is the

21

The Thai Constitution B.E. 2540, section 83 "The State shall implement fair

distribution of incomes".
22

Ruethai Poonsawat, "Inheritance Tax,"op.cit., p. 101.
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more frequent used products are taxed more than the infrequent
used one.

2. Tax Base Size
Any taxation, which collects large tax payments from taxpayers, is
relevant to the size of the businesses and services. The bigger the
businesses and services are, the higher rate tax payment. Evan
though the number of taxpayers is small, the tax collection will be
high. For example, a mining fee, which its tax will be collected
from the number of miners. The more miners, the mining price is
higher.

3. Tax Base Elasticity
If a new taxation is enforced, and an increase of the tax rate

downsizes the tax base, either by decreasing nw;n6er of taxpayers
or tax payment results from other factors, it means the tax base is
elastic. On the other hand, if a new taxation and an increase of tax
rate do not downsize the tax base, it means the tax base is inelastic.

Taxations which releva'nV to the tax base elasticity are taxation on
products and service becaus@ they influence future prices. Price
increasing will cause consumers to consume less. As a result of
that, the tax base will be downsized. The tax base elasticity
depends on some of the following aspects. For example, we can see
elasticity when a product is substituted. If a product is easily
substituted, consumers prefer consuming the product to paying
more tax which means the tax base of the product is elastic. A
second example is the necessity of the product; if the product is
quite necessary, the tax base of the product is inelastic, e.g.
gasoline or main foods. Another example is the amount of the tax
payment of a product; if the product is not the core expense, the
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increase in tax collection will not affect the consumption, e.g. salt
or fish sauce.

2.4.2

Economic Neutrality

In the economy, it is consumers' choices and the competition of
products and services of manufactures that drive resource optimization.
It also adjusts the suitable cost of living of its citizens. The collected

taxation must be as economically neutral as possible. Due to increases
in taxation, it will limit the consumption or private manufacturing as
equal to the amount of the tax collection. Vice versa, the consumption
or manufacturing will be increased as equal to the government's
operating expenses. Therefore, consumers' choices and private
manufacturing will be affected and good taxation must cause less

-,....

impact.

The first impact is on consumers' choices. For example, if there is no
tax

collection,

people

will

consume

products

and

services

proportionally. The price of meat and fish will be as reasonable as their
costs. If there is tax collection on particular products, people will
consume other products which tax is not collected; e.g. if there is tax
collection on fish, people wi l stop consuming fish and consume other
kinds of meat. Then, the choice is not suitable in proportion. For
instance, manufacturing will also not be suitable in proportion. In fact,
the tax should be collected from products that are not socially
accepted, e.g. alcohol. The tax collection will control the consumers'
choice of the suitable proportion.

The second impact is on the decision of manufacturing volume, and
especially, on labourers. If the tax rates on kinds of work are different,
labourers will choose to perform differently, unlike when there is no
tax collection. Moreover, the bias of taxation will also force the
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manufacturers to invest in a particular industry, which might not be
supported by the current economy.

Thirdly, decision on manufacturing resources, whether using machines
or labourers is impacted. For example, if the taxation is likely to
benefit using machines for manufacturing than labourers, the
proportion on manufacturing resources between machines and
labourers will be changed. Consequently, if the government imposes a
tax on a particular resource, it will cause the manufacturers to use that
resource in imbalance proportion.

2.4.3

Fairness

Fair taxation can be defined as equivalent levels of tax collection from
people who are equal, and different tax collection from people who are
-reasonably unequal. The study on fairness is about the measurement of
equality, and how to collect tax reasonably if inequality exists.

I. Equality and Inequality Measurement
The equality and inequality measurement has changed from time to
time in order to benefit tax collection. However, the measurement
must be relevant to the taxation. Otherwise, tax collection will be
biased and arbitrary. Before the turn of the Century, the beard's
length and age of the Russian Czar, Peter the Great, was used as a
measurement for tax collection. It could have been fair to that
ce1iain time, but it was not relevant to the taxation and not suitable
device. Currently, equality and inequality measurements are benefit
and ability based.

Tax collection on benefit basis is supported by persuading people
to use official services economically. Practically, some taxations,
for example, tax on benzene directly benefits local infrastructures;
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local tax is distributed to local official services. The water fee is
collected from consumption volume. If it is considered as taxation,
it will be on benefit basis.

However, there are some issues pertaining to tax collection on
benefit basis, which limit its usefulness for most taxation. Firstly,
most official services provided to people are unable to be sold
independently, e.g. public security. This benefit is unable to be
assessed for value individually. Secondly, even though some
services can be assessed, the services also benefit the public, e.g.
public education. Commercial education fees limit the poor and
also become obstacles to public benefit. Because of this short fall,
today's equality and inequality measurements are ability based,
which is the relationship of taxation and socioeconomic status.

However, the problem still remains whether the factors should
measure ability to pay or measure socioeconomic status. There are
3 factors: property, revenue and expense. 23
Nert

2. Individual's Property

*

Individua 's property measures the economic potential of an
individual in order to gain aavantages from the property by renting
or lending, or for selling or self use. In this case, an individual who
has no property is unable to gain any advantages. Therefore, there
are different types of taxation on property, e.g. local tax, land and
house tax, and automobile tax.

3.

Revenue
Revenue is the measurement of a person's ability in a certain
period of time. Related to an individual's current income, it

23

Vit Tantayakul and Charoen Rittimanon, op.cit., pp. 20-23.
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measures ability to pay as the current income is used by not
affecting the owned properties. For those who have properties but
no current income, properties selling when the tax rate is high
maybe a good option. Therefore, the tax base from the revenue is
more stable, compared to property.

4.

Expense
Expense is the measurement of a person's expense in products,
services, and national resources. Those who consume more have a
better standard of living. In some countries, the tax collection is
calculated from the annual expenses by using a progressive rate
similar to income tax.

When comparing the ability measurement for property, revenue
and expense, at the present time, revenue is considered as the best
measurement. It is not only comparing properties, and does not
reduce a person's base, unlike property, but also compare expense.
As necessary expenses are concerned, such as living cost and
medical fees, not being good measurement tools, it seems like an
unnecessarily inconvenient tool for tax collection.
11

5.

Relationships between ! ax Base and Tax Rate
When the equality and inequality measurement for the ability to
pay tax has been settled, there is still another issue in the case of
inequality. For example, how much tax should be collected for
different amounts of income? Basically, there is no argument that
people who earn more should pay more. However, the problem is
about what the most appropriate tax rate is. If a person earns
10,000 baht and must pay tax 1,000 baht, then what the fair tax rate
for a person who earns 100,000 baht is. The tax volume depends
on the relationships between tax base and tax rate, which are:
1) Regressive Relationship
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2) Proportional Relationship
3) Progressive Relationship

The differences of those relationships is the same as the tax rate
characteristic which was mentioned earlier.

For example, if a person who earns 100,000 baht pays tax 2,000
baht, the tax payment amount is much greater than 1,000 baht
that a person w o earns 10,000 baht has to pay. If the person
who earns 100,000 baht"pays tax at 2,000 baht (2%), this kind
of relationship will be regressive. If a person who earns 10,000
baht and a person who earns 100,000 baht pay 10% tax rate, the
relationship will be proportional. If the person who earns
100,000 baht pays tax at 20,000 baht, the relationship will be
progressive.

-

Currently, the progressive rate makes those who earn more
income pay more taxes at higher percentage. It is the most
suitable relationship. As such, tax collection would not burden
taxpayers, or at the very least possible. The higher tax rate on
those who earn more will make them sacrifice less than those
who earn less. The tax burden or sacrifice will be addressed as
sacrifice theories, which are categorized into 3 theories as
follows :
(1)

Equal Sacrifice
Regarding this theory, everyone will sacrifice in paying
taxes equally. Greater income will rapidly lessen the
benefits. Equal sacrifice will be of greater money value
for those who have a greater income and will be lower for
those who have less income. Therefore, the tax rate
should be reasonably progressive.
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(2)

Proportional Sacrifice
Regarding to this theory, those who have different
standards of living should sacrifice proportionally,
depending on their own benefits or income. Those who
have lots of benefits should sacrifice more than those who
have little benefits. This sacrifice will make the tax rate
more progressive.

(3)

Minimum Aggregate Sacrifice
Regarding to this theory, people will be the happiest when
the combination of all benefits and properties are the
greatest. People pay tax and sacrifice benefits to the
government for its spending. In this theory, people should
be convinced that minimum aggregate sacrifice equates
the greatest benefit. To achieve this goal, the first group
who should pay tax is people with greater income. If the
tax amount is enough, those with lower income will not
need to pay tax. As in the same amount of money, those
with less income will sacrifice more. To follow this
concept, tax rate might be collected at 00 percent from
the richer, and constantly decreased when collecting tax
from those with less income.

OI

Practically, the problem cannot be fixed by a particular
theory. The implementation should drive from the
combination of these

theories, depending on the

appropriate circumstances.

The minimum aggregate

sacrifice theory has a negative impact on work motivation
and manufacturing outputs. An improvement on the
theory is to relieve tax payments for those who earn less,
and also exclude small value properties from property tax
or estate tax. The exemption, comply with the equal
sacrifice theory, will make those who earn less not
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sacrifice. In fact, the majority of taxes are progressive,
based on the equal sacrifice theory or proportional
sacrifice theory.

2.4.4

Efficiency of Tax Collection

The efficiency of tax collection means to maximize collection while
minimize expenses, which is the most important characteristic, as tax
collection process also causes expense and consumes government's
resources. If there are a lot of operating expenses, it should be
reallocated to other areas, which will be more advantageous.
Moreover, if the tax collecting system is inefficient, other tax operating
systems will be ruined. Fairness, the ultimate legitimate objective, will
not be achieved.

The efficiency of tax collection depends on 3 important factors: which
are law on taxation; attractive atmosphere for law obedience; and
efficiency of tax administrators.
1. Law on taxation, that supports efficiency fully, should be clear and
easy to understand about taxpayers' roles and tax base, for
instance. Moreover, tax payment should be convenient for all
taxpayers.
2. Attractive atmosphere for law obedience means the atmosphere
that makes tax avoidance unattractive. It is excluded from the law
on taxation. Therefore, it consists with several aspects. Firstly,
governors should act as role models. Secondly, government
spending should be optimized, and able to convince people to be
responsible for tax payment. Thirdly, the progressive economy is
very important. A good economic situation will generate business
expansion,

from

small

or

medium

businesses

to

large

organizations, for instance. After that, tax avoidance rarely
happens.
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3. Tax administrators must be efficient. Like other government
sectors, the Revenue Department organizational structure should be
effective. Also, its officers should practice efficient working
methodology. The government should limit the size of the
organization and its expenses in order to optimize resources,
leading to the most efficient tax collection.

2.5

Tax Policies24

The economic objective achievement, such as to improve standard of living and
reduction of socia disparity, depends on various factors, i.e. natural resources,
diligence and professional work ethic, and size of accessories or tools. All of these are
considered as capital. Taxation should be another tool to support the economy, or at
least not an obstacle to other policies.

-

Taxation is a multi-aspect tool. The first function, which is vitally important for a
developing country, is support economic growth by increasing national GDP. Next, it
should persuade people to consume whereas limit particular products consumption in
order to keep product and resource consumption in a suitable proportion. The third
function is support other factors when he increase of national GDP and consumption
and resource usage are at the right proportion. If there are economic inconsistencies,
money will be floated, impacting economic growth because resources are not being
optimized. Finally, if the national GDP is high, but the income and property
distribution is unsuitable, the public benefits are low. Additionally, the national
stability will decrease, resulting in negative impacts on both society and politics.
Therefore, the distribution of income and property should be well managed. Taxation
is another effective tool.

24

Orawan Podchananurat, Law of Taxation (Bangkok: Ramkhamhang

University Publishing, 2543), p. 24.

31

There are many possible methods to achieve the economic objectives. Basically, it
should be understood that only taxation cannot lead to the ultimate goal achievement.
Also, it requires other relevant policies, in particular, government spending policy,
borrowing policy, and perhaps direct control policy. However, this chapter will only
focus on taxation policies.

2.5.1

Support in Economic Growth
Support in economic growth, called "Economic Development", is
necessary. All factors should be distinguished cl early so everybody
can comply to policies correctly, and also provide a development
model for all relevant operations. The development model explains the
relevant taxation. The economic growth rate depends the following
factors:

1.

Capital formation to increase machine and tool manufacturing.

2.

Technology change or industrial knowledge and experience
gammg.

8.

Improving labour quality, skills and expertise.

4.

Increasing quantity of other manufa()turing factors including
]ilatural resources and operating management

5.

Building an environment- conducive for development, e.g.
number of populatjon, people's vision, Law on Commerce and
Finance, public securities, etc.

In fact, the factors mentioned above relate to the government
spending policy and labour quality, which both depend on human
resources and managerial investment skills. The economic
development process is time consuming. Another factor is
suitable environment for both political and social improving must
be provided continuously. This last factor is more complicated
than taxation. Therefore, taxation still remains the main driving
force to success.
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2.5 .2

Technology and Supporting Policy for Natural Resource Research25
I. Funding

The development funding can be categorized into 3 types. The first
one

is

construction funding, e.g.

road, energy, watering,

infrastructure, etc. In this type of fund, the government is gaining
income mostly by itself. Secondly, some particular business capital
is funded by private sectors. However, private sectors sometimes
unable to raise the fund by itself, the government would offer
financial aids, e.g. public transportation. The last one is
combination funding, which means prjvate sectors are raising their
own funds for general industries.

The first type of funding mostly depends o

the government

spending policy and taxation that play important roles to raise the
fund for spending. In other words, successful funding depends on
the ability to earn. According to the Financial Department's book
called "Expenses Control Revenues", the government estimates
prospective expenses, and then sets the suitable revenue. This
statement is true for developed countries. Conversely, in
developing countries, the government sets revenue and funding
before assigning suitable projects.

Taxation plays an important role in the second and the third
funding types. Either the government joins with the private sector
or the private sector raises the funds by themselves or other ways
as follow:
1) Tax exemption for businesses that need support in their
investment. There are several ways of exemptions. The first
one is to exempt the revenue tax for a certain period of time, for
example, 5 years or 8 years depending on the business, or by
25

Vit Tantayakul and Charoen Rittimanon, op.cit., p. 29-31.
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identifying a certain period of time depending on location.
Secondly, the exemption on custom duty or import tax on
imported machines for the industry. Resulting in, the price of
imported machines is cheaper, compared with other products.
2) Right in net profit for income tax calculation can be made in
several ways. There are 3 favoured methods. Firstly, this can be
done by accelerating the number of years of depreciation. By
applying this method, the calculation for the net profit in early
years is reduced, causing by the depreciation deducting. The
next one is to giv tax support for investment apart from the
accelerated depreciation. The investing capital is deductible
from the net profit. For example, if an industry buys machinery
1,000,000 baht, apart from the accelerated depreciating
reduction within 5 years or 3 years still completing its value at
1,000,000 baht, there is also the reduction of the investment,
e.g. 20 percent of the machine cost. So, the net profit for the
revenue tax calculation will be 200,000 baht less. This is called
"Investment Allowance". If the government sets the investment
allowance at 25 percent, the net profit for 1ax calculation is
another 50,000 baht les s. Moreover, the e is a similar method,
called "Investment Credit" that the government reduce tax
according to the amount of the investment, 7 percent or 5
percent of the machinery cost, for instance. If the investment
credit is 5 percent of the 1,000,000 baht machine price, the
income tax will be 50,000 baht reduced. However, the second
method is different from the first one when the tax rate is
progressive. For the second method, every company can reduce
the tax rate equally no matter how much profit they make. The
final method is reducing tax calculated from the loss of an
entire year in the following years. The government might allow
it in the following years, but not exceed 5 years. This activity
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will support the investment by extending the number of years
from 5 years.

Above methods might help capital funding, one or more
methods should be used. In Thailand, there is the tax exemption
for income tax and import tax. However, it is not the right net
profit for income tax calculation. Any methods, depending on
the particular situation of each country, could be applied.
However, in developing countries, where there is high
unemployment rate, the exemption on the income tax is more
beneficial. In particular, the investment allowance will
persuade manufacturers to use machines rather than human in
order to reduce the net profit for income tax calculation. On the
other hand, it might not benefit the countries where machines
must be imported, as much money will flow out of the country.
2. Technological Changing26
The best scientific knowledge application as well as manufacturing
experiences depends on a research period and ultimate results.
Each developing country is spending too much time for studies and
researches. Taxation will somehow help reinforce the change of
technology. There are 2 vital methods. The first method is to allow
business owners to support studying or researching by deducting
the research expenses from the net profit for income tax
calculation. In case of international researches, the business owners
need to pay for copyrights as the royalty. If the technology
inventers in developing countries charge full copyright licenses, the
new technology import is very low. Therefore, to support
introducing new technology, the charge of copyright should be
discounted. Moreover, the foreign company, which is interested in
26
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investing in a developing country, will find the copyright fee as a
financial obstacle. The company might not be able to pay the
copyright fee in the beginning of its operation. The foreign
company, which the copyright owner is located in the developing
country, will pay the copyright fee in the form of common shares.
Therefore, the government will collect tax from the copyright
owner, who is a citizen of that country. In return, it will be an
obstacle for technology and knowledge expansion as well as
technological exchange.
3. Support on Natural Resources Research27

The optimization of natural resources partially helps economical
development. However, to optimize national resources, the total
volume of natural resources should be estimated whereas the policy
of natural resource consumption should be scrutinized. Taxation
can support a policy of natural resource research in order to know
the total amount of natural resources, so they can be well-allocated
for resource optimization. Regarding research experience, natural
resources optimization is under government control. If the
government has lacks of research expertise and experience, private
sectors would be hired to conduct ,researches. However, there is
still an argument about the researches made by private sectors. As
natural resources are public benefits, the government benefits from
those resources. Therefore, the government should take part in
researches. Additionally, there is also an issue about government
participation in private researches. This is related to the gain and
the loss of the government of natural resources, which should
balance with other incomes as follow:
1) Royalty fees are charged by government for natural resources
production. The royalty fee might be collected according to the
27
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current price. In order to support researches or development on
a particular kind of mineral, the government might reasonably
exempt or discount the mining royalty fee, for example, the
government discounts the royalty fee to support the petroleum
researches at the 200 meter depth.
2) Apart from improving income tax rate, a deduction is allowed
to compensate natural resources researches.
3) The government might set regulations for private sectors, a
foreign private company in particular, on profit or product
sharing from the natural resource researches in order to benefit
the majority.

2.5.3

Distribution of Resource Consumption28

The distribution of resource consumption is obstructed by consumers'
choices, but it is necessary for some particular cases. The first case is
about consuming products that are dangerous for people's health, and
also affect human resources negatively, resulting in overall ruining of
the economic development. Some examples of dangerous products are
drugs, alcohol, and so on. Therefore, taxation will force consumer to
consume less. Also, related laws mus be passed to control these
particular products as only taxation might not be functional enough to
control. The second case is about the consumption of unnecessary
products. Taxation on unnecessary products is very important to
economic growth in at least 2 aspects: reallocating labourers or other
resources on other products that are more important, and to balance
imported and exported goods. If consumers mainly consume local
products, it will also help reduce the unemployment rate.

28
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Another point is taxation limits consumption; for example, a direct
taxation like income tax will result in limiting consumption. An
mcrease of the income tax rate might help, but it is somehow not
effective enough because consumers will consume the same portion
but save less. Moreover, an increase of the income tax rate does not
have an impact on consumption limitation. Therefore, to limit the
consumption, the government should mainly focus on indirect taxation.
The most effective indirect taxation is to tax listed products at different
rates according to the necessity to reduce their consumption rates.

2.5.4

Maintaining Economical Status 29

Maintaining economical status is to stabilize the economic growth
without inflation and deflation crisis by optimizing human resources
and other resources while reducing the conflict of revenue distribution.
"Inflation" and "Deflation" have different meanings. Inflation means
the increase and persistence in the level of consumer prices, or
persistent decline in the purchasing power of money caused by an
increase of available currency and credit exceeding the proportion of
available goods and services. Deflation means the decrease and
persistence ·n the lcwel of consumer prices, or a persistent increase in
the purchasing power of money because of available currency and
credit reduction. Demand means the needs that are supported by
money.

Deflation is disadvantageous for the economy. It does not optimize
resources; besides it slows down economic growth, in particular
industries that main manufacturing factor is labour. Inflation, on the
other hand, makes the manufacturing factors optimized and drives
toward complete employment.
29

Ibid., p. 33-36.

With a low inflation rate, pricing
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mcreases by 1 or 2 percent. However, a high inflation rate is
disadvantageous to manufacturing plans and fairness of labourers'
income. As most manufacturing plans, product pricing should be
increased continuously, the long-term project will be impacted by a
high inflation rate because project owners might unable to calculate the
unforeseen cost, e.g. constructing project. Moreover, pension funds
will be decreased due to depreciation.

In the situation mentioned above, taxation will help control inflation

and deflation. Therefore, the government's role in maintaining the
economic status is directly related to demand control. So, the
government needs to stabilize the average revenue.

The government's authority consists of government spending and tax
collection. Government spending creates individuals' revenue, for
example, paying salary to government officers. The income of officers
creates traders' income when officers spend their income for buying
goods or services. The direct taxation is the income tax that makes
people pay less while indirect taxation makes the price of goods and
services greater than the return of manufacturing cost, which means the
selling rate is lower than the buying rate. In summary, unlike taxation
which decreases people ' s income, government spending increases
people's income. Therefore, the government is authorized to increase
or decrease people's income. In order to increase people's income, the
government should spend more than collect tax (deficit allowance).On
the other hand, if it wants to decreased people's income, it should
spend less than collecting tax (surplus allowance).

The spending policy and taxation have an impact on the increasing and
decreasing of people's income. There are 2 reasons behind this. The
first reason is, government spending is the major income of the
community. The increasing or decreasing of government spending is
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the maJor effect. The second reason is, the higher government
spending, compared to tax collection, will not only increase the
people's income, but also increases each person' income which is
called a "multiplier effect." For example, if the government spending is
greater than the tax collection by 100 baht, people will earn 100 baht
more at the first stage. People earn 100 baht, spend some, and save 50
percent of the income. Therefore, they will spend the first earning 50
baht from overall 100 baht. If the receiver of that 50 baht spends 25
baht, there will be on top income by 25 baht. For instance, the
increasing in the government spending of

J 00

baht will increase the

people's income by 100 + 50 + 25 + 12.5 + 6.25 + 3.135 + ... ,in total
of 200. If the government saves less, the multiplier effect will be more.
Greater government spending will multiply and increase the people's
income. On the hand, the less government spending will not multiply
and decrease the people's income.

-

Maintaining economic status helps optimize the manufacturing factor
by maintaining the pricing of goods and services. Apart from
government spending policy, different types of taxation will also fix
both inflation and deflation problems. One type of taxations might
decrease people's spending differently, compared to another type of
taxation. Indirect taxation, which is collected from the consuming of
goods and services, will affect people's spending. On the other hand,
the direct taxation, e.g. income tax, is collected from people's earning
only. Therefore, income tax will partially affect the savings, but not the
overall spending. For instance, to eliminate inflation, indirect taxation
is more suitable because it controls people's consumption and decrease
people's income in the next steps. Vice versa, to ease deflation, the
direct taxation is more suitable because it will have a least effect on
consumption.
1. Specific Issues for Developing Countries
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Maintaining the economical status, in order to maintain the pricing
of goods and services, is generally good for the community. Each
developing country, which mainly focuses on agricultural product
export, must focus on the pricing level as it basically affects the
domestic price of products and services. As a price of exported
goods depends on the world price, a developing country is
powerless to control. Fluctuation in world price, will severely
affects the agricultural producers as well as worldwide consumers.
Therefore, the world price should be controlled in order to maintain
the domestic price by collecting the export tax on agricultural
products. To maintain the domestic pricing level in a proper
manner, a fixed price might be cancelled when the world price is
much higher in order to motivate producers to gain benefits from
the high world price. Thailand, one of developing countries, uses
this policy by collecting a premium fee on rice and sugar, which
are important parts of export products.

2.5.5

Income and Property D istribution30

The control of income and property distribution is difficult to manage
into the right proportion. If people have the same proportion of
incomes or beneficial prope(ties, everyone will be happy because it
optimizes overall benefits for the community. However, it is difficult
to measure each person's income and proper amount of properties as
everyone has different status, reflecting the necessity of each person is
unequal. Moreover, equal distribution will discourage the production.
Even though it is difficult to manage the income and property
distribution, the inequality of income and property needs to be solved.

30

Ibid., pp. 36-38.
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In order to fix inequality, economically measured by income and
properties, it should be fixed separately. For example, request of
increasing of workforce wages. Mostly, the government is responsible
for fixing it by readjusting the government spending policy and
taxation. Government spending on the educational system, medical
fees, and other infrastructures helps low-income people because these
services reduce low-income people' expenses. However, only utilizing
government spending policy cannot solve the problem. The policy on
taxation is another tool to solve this problem. Direct taxation is more
efficient,

comparing to indirect taxation.

In other words, if

consumption is limited, indirect taxation does not have an impact on
income and properties.
1. Income Tax
The collection of income tax is at a progressive rate. It is not only
fair for each individual, but also defends against inequality m
economy.
IE:l.

2. Property Tax

l:=a

<e

There are two types of property tax. The first type is collected from
the right or ownership of properties. The second type is collected
from the go-through property. Property tax from the right or
ownership of properties, e.g. land and house tax (local tax),
immovable property tax, and right in some immovable property tax
or net wealth tax, are partially help improve the equality in owning
property. The effective tax is a tax collected when the property is
transferred of after death, called estate tax or inheritance tax which
could be collected in the progressive rate conditionally, such as the
progressive tax rate on the size of an estate (the bigger size of an
estate, the greater tax rate), the progressive tax rate on a deceased
relationships, or the progressive tax rate on the receiving step of
inheritance.
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In summary, effective taxation for the improvement of income and
property distribution is both income tax and estate tax. The
majority demand will settle on which tax should be enforced, or
what rate the tax should be collected, which finally reflected from
taxation law.

Chapter 3
Inheritance Tax Act in Other Countries
Inheritance Tax collections in other countries usually are conducted along with the
collection of gift tax 32 • Any asset once acquired through other person with mercy will
be taxed to prevent that person from avoiding the inheritance tax by giving away the
asset to other while alive. Nevertheless, the method to collect the gift tax with mercy
tends to have problems if the asset given is money, jewellery, or any movable
properties without written record. Furthermore, for the sake of tax collection
convenience, some countries define the asset given away with mercy within the time
period specified must be included with the heritage value in order to be evaluated. For
example, England defines that the asset given to other persons within 5 years before
the death of the owner must be considered taxable also. Some countries define the
asset received is a reward which must be included in regular income and, therefore;
pay individual income tax with tax relief or exemption, as well as an option to pay
instalments within a specified time period33 .

Current, countries with inheritance tax collection enforced as follows34 :

Asia

India, Japan, Korea, Philippines, Singapore, China, Taiwan,
and NewZealand.

32

ol
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"Gift Tax" means a tax on transfer by gift of any property by one individual

to another while receiving nothing, or less than full value, in return. The tax applies
whether the donor intends the transfer to be a gift or not.
33

Prasopsuk Boondej, "Inheritance Tax," 21 51 Anniversary Central Tax Court

(2007): 48.
34

"Collecting of Estate and Inheritance Tax," The Subcommittee for consider

the suitable and impact for collecting Estate and Inheritance Tax, Meeting Report
6/2541 (October 12, 2541), p. 7.
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Africa

South Africa, Tanzania, Senegal, Mozambique, Morocco,
Congo, and Cameroon.

Europe

All EU members, Eastern Europe under the original Warsaw
Pact, Simply said - almost every country in Europe.

America

The United States, Mexico, Brazil, Chile, Columbia,
Dominica, Ecuador, Honduras, and Venezuela.

3.1

Inheritance Tax in United Kingdom35

Inheritance tax (IHT) is based on capital transferring. Unlike capital transfer tax
(CTI) which applied to transfers between 27 March 1974 and 17 March 1986, IHT is
designed to make all transfers occurs after death taxable. Inheritance tax is imposed
by amendments made to the CTI legislation which was consolidated in 1984. In order
to eliminate tax avoidance, this tax retrospectively charges. Gifts prnsented within the
previous seven years as well as propertied used by the deceased despite having been
gifted to another are all taxable.

Gifts are taken into account of tax calculating if the presenter dies within seven years
after the gift was presented. A gift is given the awkward statutory term: "a potentially
exempt transfer". There is no tax on a potentially exempt transfer when it is made;
however, if the presenter dies within seven years, the exemption is lost. Most gifts are
potentially exempted. However, others are not. Moreover, when CTT was applied,
these transfers were chargeable immediately whether the transferor died within seven
years. The death of the transferor was not the matter. The 1986 legislation takes the
form of an extensive amendment of the CTT legislation which was consolidated in
1984; this explains why the principal legislation is called the Inheritance Tax Act
1984.
35

Halsbury's Laws of England, Inheritance Taxation, Fourth Edition (London:

Butterworths, 1991), pp. 198-207.
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Unlike the old estate duty, IHT charges certain inter vivos transfers immediately.
However, unlike CTI, there is no immediate charge on most types of inter vivos
transfer. Also, IHT has an obstacle to determine the tax payable as it has to consider
the death of the presenter, not only to see whether a potentially exempt transfer has
become chargeable but also whether certain relieve conditions are available. Unlike a
true succession duty, and despite its name, it is charged by referencing the
circumstances of the transferor, not the transferee. IHT charges the reduction of the
estate of the transferor. So, it is a sharp contrast to CGT which is assessed from the
value of the disposed properties.

Many of these points in defence of a donor-based tax, such as estate duty, remain
valid. Even though the rates are much lower at 40% rather than 75%, they are still
significant. Would-be reformers have a bewildering range of choice waiting for them
as well as many difficult policy decisions to make.

If one views the tax as part of the redistribution of wealth to other segments of

society, one may agree with a confiscation system on death, or its modem equivalent
of high rates of tax on death levied because of the circumstances of the deceased. On
the other hand, ·f one chooses a family protection, he/she may agree with a system
which transfers heritages within the family are tax-free or taxed at low rates. This
principle is compromising. If the purpose of family protection is more concerned, the
tax exemption for transferring within the same generation should be allowed, eg. to a
spouse, rather than passing properties o one' s children.

While an integrated gift and estate tax seems to be the logical answer, there are some
interesting facts; people tend not to give away their money during their lifetimes so
the non-deceased giving is different from deceased giving. Lifetime giving tends to be
unequal between generations whereas giving at death tends to give greater equality to
surviving children. It is not tax driven; indeed, people would give away far more if
that were their objectives.
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A donee-based tax is quite different. It charges by referencing the circumstance of the
donee. This may be called an accessions tax or an inheritance tax. In fact, it is quite
different from IHT. Old UK taxes, such as succession duty and legacy duty, are
examples. Donee-based taxes could be progressive or flat rate. They may charge at
different rates according to the relationships between the deceased and the legatee as
same as in many continental European countries. Such a tax may even take the
existing wealth of the legatee or other legacies or gifts already received by the legatee
into account. Ireland has an interesting lifetime cumulative accessions tax, for
instance.

It is said that a donee-based tax encourages the wider distribution of wealth since a
lower amount of tax would be payable if wealth was dispersed among a number of
beneficiaries rather than given only to one. This assumes that the actions of
individuals in this area are influenced by taxation. Furthermore, those who think that
the distribution of wealth is one of the objectives of a tax system tend to advocate
redistribution from the very wealthy to the very poor, rather than the redistribution of
wealth among four children of wealthy person. However, such a distribution is likely
to occur anyway.

Like estate taxes, inheritance taxes arise at the moment of the death. Although there is
a clear distinction between "estate tax" and "inheritance tax" in the USA, inheritance
tax is the norm in countries such as UK, the Republic of Ireland, and in many
countries which are part of the Commonwealth.

In the case of the UK, inheritance tax is calculated from taxable value of the
individual's estate, including assets given away during the lifetime such as properties,
possessions, money and investments. Inheritance taxes are administered by Her
Majesty's department of Revenue and Customs. In the tax year 2007-08, inheritance
tax is only applied if the value of the estate exceeds 300,000 pounds. Gifts or
donations made to UK charities, UK National Trust and maintenance charges for exspouses are excluded. The annual exemption limit in the UK is 3,000 pounds.
Moreover, inheritance tax passes on to the executor of the will if the property or estate
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is transferred via a will. Also, intestate properties or assets are all taxable, so the
survivors or decedents must responsible for inheritance taxes.

However, there are some exceptions of inheritance tax. When the property is
transferred, even in excess of the value of 300,000 pounds, to the surviving spouse
who is also domiciled in the UK, the tax is exempted. Additionally, most gifts
presented seven years before the death are exempt from inheritance tax.

Wedding gifts and those in anticipation of a civil partnership up to 5,000 pounds are
not in the purview of inheritance tax. The current inheritance tax rate is fixed at 40%.
Transfers of assets or properties to companies and trusts are also liable for inheritance
taxes if they exceed the exemption threshold.

Inheritance taxes usually carry the deadline of within six months after the death of a
person.

Th~s

should be understood; otherwise interests are charged on the amount of

outstanding money.

Central public sector Units should be brought more into the tax net, securities
transaction taxes should be strictly implemented while corporate organizations' tax
exemptions should be more rationalized. Introduction of inheritance taxes, increased
conformation of wealth taxes and broadening tax base for :value added tax and sales
taxes on luxury goods, are some of the challenges before the Indian government. 36

1. Charge oflnheritance Tax
Inheritance tax (IHT) is more successful than capital transfer tax (CTT),
which was an integrated lifetime transfer and estates tax. As a result, the
IHT charge is based on lifetime transfers. These provisions are adapted to
charge tax on other events such as

36

England's

Inheritance

Tax,

m

http://www.economywatch.com/tax

/inheritance-tax.html, access date October 10, 2007.
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1) Death
2) gift with reservation, and
3) transactions involving settled property m which an interest m
possession subsists.

Under CTT, all lifetime transfers are taxable since they were made.
Under IBT, some certain types of lifetime transfers remain taxable
when made while most transfers are taxable only if the transferor dies
within seven years after making that transfer. These transfers are
known as "potentially exempt" transfers, because they will become
exempted transfers if the transferor survives for seven years or more.

There is separate legislation for inheritance tax charging on settled
property that is held on non-interest in possession trusts; otherwise
gathered together under the term discretionary trusts37 .

2. Inheritance Tax Planning

A UK domiciled person is liable to inheritance tax on the whole assets, both
local and international. Even though you have been living abroad for many
years, you have not lost youli UK domicile. If an individual plans to return to
the UK, then they should have inheritance tax planning strategies. Trusts,
particularly overseas trusts for non-domiciled individuals, can be extremely
efficient in mitigating inheritance tax.In conclusion, tax issues need to be
considered well before returning to the UK. Advance structuring and planning
of an individual can ensure that tax is minimized and wealth maximized. Tax

37

Charge of Inheritance Tax, in http://www.hmrc.gov.uk/manuals/ihtmanual/

IHTM04010.htm, access date October 10, 2007.
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legislation is constantly changing, therefore it is essential for expatriates to
receive up to date advice based on their individual circumstances38 .

3.2

Inheritance Tax in France

Inheritance Tax in France is in the form of fee that the inheritor or the relatives pay to
the state to let the state allow the inheritor to possess the estate of the dead. The
Inheritance Tax collection not only generates income from the tax to help in
developing the country but also helps distribute prosperity to society evenly and also
prevents the clustering of money in certain groups of people. Inheritance Tax is
prescribed in The Revenue Code (Code general des Impots) with the principle that, in
case that the estate owner resides in France, all the estate properties both inside and
outside France must be included in tax calculation, but if the estate owner resides in
another country, only the estate properties inside France will be included for tax.
However, certain kind of estate properties will not be taxed such as the life insurance
money, property for long term lease, land used for agriculture, forest, pension paid to
a spouse, parents, or descendants, arts, or historical valued book donated to the state,
the money donated to the state, local authorities or educational institute.

Inheritance Tax in France is a collection of the received estate tax ( Inheritance Tax )
in which combining the gift tax altogether to prevent the estate tax avoidance of
giving the estate while still alive; The t ax calculation will be focused on the tax base
by bringing all of the estate properties and deduct with the debt and expense to find
the net estate that will be calculated for tax with deductible and progressive tax rate,
i.e. the deductible of the taxpayer depends on the relationship toward the owner of the
estate. For example, the estate inherited to spouse, father, mother, or children will be
entitled to a 275,000 Franc deductible, but if inherited by siblings older than 50 years
old or suffer from physical or mental illness that cannot be independent and have

38
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lived with the estate owner for 5 years before the estate owner's passing, will be
eligible for a 100,000 Franc deductible.

The Inheritance Tax is calculated at a progressive rate depending on the relationship
of the estate owner and the inheritor, but if the inheritor is an outsider, non-relative,
the tax will be calculated with a constant rate up, i.e. in cases that the inheritor, who is
a spouse, received the share of the estate of no more than 50,000 Francs, the rate of
tax will be 5 %, for the portion between 50,000 to 100,000 Franc, the rate of tax will
be 10 %, and for the amount exceeding 11 ,200,001 Franc, the rate of tax will be 40%.
In cases that the inheritor is the child or parent of the dead person, the share of the
estate of no more than 50,000 Francs, the rate of tax will be 5 %, for the portion
between 50,000 to 75,000 Francs, the rate of tax will be 10 %, and for the amount
exceeding 11,200,000 Franc, the rate of tax will be 40%. In case that the inheritor is a
sibling of the dead person or a government organization, the share of the estate of no
more than 150,000 Francs, the rate of tax will be 35 %, for an amount exceeding
150,000 Francs, the rate of tax will be 45%. In cases of the inheritor being an outsider,
the rate of tax is fixed at 60%.
f,Rl I.

The inheritor needs to pay tax because France's authority collects the tax from the
inheritor not from the estate itself. The inheritor will have to submit their tax record
which consists of listed of the heritage both real estate and personal estate within 6
months from the day that the owner of the property passed away. But, if the owner of
the property died in another country, the period is extended to 12 months. The estate
tax must be paid in full on the day of tax record submission. The fine of 0.75% per
month may be charged in case of late payments. The inheritor who is a spouse,
children, or parents of the dead person may request tax instalment payments for a
period of 5 years with property in warrant that covers the estate tax debt.

The Inheritance Tax in France generates an income at the rate of 1% of the overall
income from tax to the country. The objective of the collective is not to generate
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revenue to the government because estate tax will affect the citizen's feeling and can
greatly influence on country goveming39 .

3.3

Inheritance Tax in Japan

Japan first collected estate tax in 1905 by calculating the tax solely on the estate
property. Later in 1950, the tax collection was changed to be an accumulative
collection (accession tax) by calculating the tax of the base tax with the consideration
of the attributes of the inheritor, the heritage, and the value of the property that the
inheritor received. In 1953, the accession tax was divided into inheritance tax and gift
tax to prevent the estate from tax avoidance by giving away the estate while the owner
was still alive. Then in 1958, the tax collection had been aajusted again to calculate
the tax from the total heritage and the number of the inheritors eligible for the heritage
also. Today, the estate tax is collected from the relatives who reside in Japan at the
time of inheritance and a relative is considered as "unrestricted taxpayer". For those
relatives who do not reside in Japan, they also must pay the estate tax and are
considered "restricted taxpayer". The amount of heritage that j s needed to be
calculated for estate tax will deduct the debt of the original owner and the funeral
expense first. Properties given to charity, science, social benefit, or public benefit are
not taxable. Inherited insurance money and compensation that relatives received upon
accidental death to the owner of the insurance that does not exceed 2.5 million yen
multiplied by the number of relatives and the inherited pension that does not exceed 2
million yen multiplied by the number of relatives will not be taxed. The law permits
the exemption of 20 million yen plus 4 million yen per relative.

Nevertheless, in calculating the value of the heritage to be taxed, all the properties that
the relatives received as a gift within 3 years before the death of the owner must be
added to the calculation. Each of the relatives must pay the estate tax according to
their proportion of the inherited property. Children who are younger than 20 years or
39
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are handicapped will be eligible for a tax deduction. Other relatives, apart from a
spouse, children, or parents must pay additional 20% tax, but the estate tax together
with this additional tax may not exceed 75% of the share of heritage for that relative.
The tax rate is a progressive tax rate, i.e. the share of the estate after deductible must
be taxed at the rate of 10% for the first 2 million yen; between 2 million and 5 million
yen, it will be taxed at the rate of 15%; for the portion between 5 million and 9
million yen, it will be taxed at 0.65 million yen plus 20% of the amount exceeding 5
million yen, up until the portion that exceeds 500 million yen will be taxed for 306.25
million yen plus 75% of the amount exceeding 500 million yen.

The inheritor will have to submit their tax record and pay the tax within 6 months, but
if the tax exceeds 5 million yen, the period is extended to 5 years 40 • In the case of an
who receives heritage of agriculture from the legato who was a farmer, if he/she
wishes to continue the agricultural business for 20 years more, he/she will not have to
pay inheritance tax for the difference between the market value of the land and the
revenue generated by the land. But, if he/she quits the agricultural business before the
predetermined 20 years, he/she will have to pay full amount of tax with interest. In the
case of relatives that do not have money to pay tax, the share of the heritage could be
deducted as a substitution. In 1991 , 1992 and 1993, Japan arranged the collection of
estate tax and gift tax to generate totals of 2,583 billion yen, 2,746 billion yen, and
2,938 billion yen 41 respectively. When compared to the total amount of the tax
collected of 88,227 billion yen, 83,400 billion yen, and 83,848 billion yen42 , the
percentages are 2.82, 3.29 and 3.50 respectively.

1. The principle of the government in Tax Collection

40
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It is very hard to avoid tax in Japan because every department shares information with

each other. When a person dies, Department of Revenue will know immediately how
much money that person has before he/she dies. For example, when you buy a car or
land, the record is transferred to the Department of Revenue. They will then ask you
where did you get your money from. If your answer is not trustworthy, they will send
an auditor to examine immediately. Everything is recorded and linked together, so
there is not much evidences of tax avoidance in Japan.

However, equality in the society cannot be achieved with the estate tax alone; other
approach must be engaged at the same time43 .

Table 2 Comparison Table of Foreign Inheritance Tax

~

Japan

England

France

1. Collect from Estate Tax

1. Collect from Inheritance

1. Collect from

by considering inheritance

TAX along with Gift Tax

Inheritance TAX along

tax as part of transfer tax
2. Inherited property is

with Gift Tax
2 Inherited person is taxed

taxed

2. Inherited property is
taxed

3. Collect the tax from the

3. Collect the tax from the

3. Collect the tax from

transfer of property both

transfer of the uroperty

he transfer of the

before and after the death

after the death of the

property after the death

of the property's owner.

property's owner

of the property' s owner.

The transfer made while

(collected altogether with

The total value of the

the owner is alive will be

Gift tax)

taxable property will

taxed only if the owner

include the property

dies within 7 years after

given as a gift within 3

the transfer.

years before the death.
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England

France

Japan

4. Collect from both

4. Collect from both

4. Collect from both

property and estate

property and estate

property and estate

5. Collect with Progressive

5. Collect with Progressive

5. Collect with

Rate

Rate

Progressive Rate

6. The list of property and

6. The list of property and

6. The list of property

debt must be presented

debt must be presented

and debt must be

within 12 months after the

within 6 months after the

presented within 6

death of the owner or

death of the owner or

months after the death

within 3 months after

within 12 months ifthe

of the owner.
,_

somebody has taken the

owner died in other

case.

country.

7. The appraisal of the

7. The appraisal of the

7. The appraisal of the

property will consider the

property will consider the

property will consider

final price of the sale as an

price of the property on the

the price of the property

actual price.

date of death.

on the date of death.

RO

f,RIEl.

8. Laws permit following

8. Laws permit following

8. Laws permit

expense deductibles:

expense deductibles:

following expense

-Inheritance management

-Funeral and other expense

deductibles:

expense, funeral expense,

incur on the date of death,

-Inheritance

and any remaining unpaid

hospital expense

management expense,

tax

funeral expense, and
any remaining unpaid
tax
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3.4

Summary of the Collection Tax Methods in Foreign Countries

3.4.1

Estate Tax Collection

General policies for the Estate Tax collection can be briefly summarized as44 :

1. Taxpayer

Taxpayer according to policy is the deceased, in which an executor, a
relative or an heir is responsible to submit the tax form and liable for the
tax payment on behalf of the dead

Types of.taxpayers or dead are categorized as follow:

1) Domicile categorizes of the deceased into 2 groups, which are:
Deceased who domicile inside the country
Deceased who domicile outside the country (a foreign country)
2) Nationality or Citizenship categorizes the deceased into 2 groups, which
are:
Deceased who holds a nationality or citizenship, where he/she is
dead
Deceased who holds a.foreign nationality or citizenship
3) Resident categorizes the deceased into 2 groups, which are
Deceased who resides in the country
Deceased who resides in a foreign country

2. TaxBase

Tax Base is the gross estate of the deceased. A country where the domicile
policy is enforced is divided the gross estate into two parts, which are:
44
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1) Deceased who domicile within the country

Gross Estate means all properties of the deceased including immovable
properties in the kingdom, movable properties both inside and outside
the country, properties that are transferred to others within 3 year
before his/her death, life insurance claim and properties which has
been given to others, and rights, claims, or benefit that the deceased
gives to others before his/her death

(1)

Deceased who domiciles outside the country

Gross Estate means immovable properties, movable properties,
rights or claims from a natural person or juristic person domiciled
in the country or with a branch in the country, and the obliged
contract in that country. Immovable properties outside the
country are not included though the deceased domiciles inside the
country.
f,Rl I.

Exemption

Nert

Some types of properties, which are exempt for the Gross Estate
calculation, are:

A. Properties that the deceased endows to the nation
B. Estimated value of trees grown in the land of the deceased
C. Properties that the deceased holds as a guardian
D. Pensions paid to a baby within a reasonable amount
E. Antiques which are endowed to official museums
F. Books or manuscript or scientific contribution which are
granted to educational institution for educational and
scientific purposes
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3. Adjustment to Tax Base

In order to be more reasonable in estate tax collection, the tax base has
been adjusted, which allows the deduction of the liabilities, obligation,
expenses, and discount from the Gross Estate before the tax calculation.

Liabilities and obligations follow these criteria:

1)

Legal liabilities and obligations

2)

Liable to the deceased in good faith of the deceased

3)

Liabilities which are exempt for the reduction
Debts which are uncollectible from a third arty
Debts or obligations, which the deceased receives a return from
properties of the deceased
Debts mentioned in the will, but without evidence
Expired debts

4. Deductible Expense

IE:l.

Expense which are allowed for deduction, are:
1) Funeral expense (actual amount deducted under the appointed limit)
2) Tax payment (the tax deductible is the state government tax or the local
government tax, which is behind in payment of the deceased)

3) Estate executor expense (actual amount deducted under the appointed
limit)

Gross Estate after the deduction of liabilities, obligations, and expense
is called Nest Estate.
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5. Allowance

The objective of the allowance is to relieve the tax burden. Net Estate after
the deductible discount is Taxable Estate. The discounts are including:
1) Allowance on charity is deductible if the deceased endows a public
charity, but does not exceed the appointed amount
2) Allowance on personal property of the deceased by fixed amount
3) Allowance for the natural disaster

6. Tax Rate

After the deduction of the liabilities and obligations, expenses, and
discount from the Gross Estate, the estate tax will be calculated through
the appointed rate. The tax rate which is particular used in various
countries is a progressive rate.

,.....

~

7. Tax Relief
ROTft

The objective is to discount or refund the tax by calculating the paid tax as
the base. The tax relief is classified by the following considerations:
1)

The Tax Relief for the near death in a short period of time is to
relieve tax burden for a heritor that dies after the death of the first de
cujus. The law might relief the tax burden for properties which have
been paid for the Estate Tax within 5 years.

2)

The Tax Relief for certain heritor to benefit the closer relatives.
Therefore, the law permits to refund the tax to the heritor.

3.4.2

Inheritance Tax Collection
1.

Taxpayer is an heir or a heritor who resides in a particular
country or resides in a foreign country, but receives an estate in a
particular country
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2.

Tax Base is the market value of an estate including the receiving
of properties within the appointed period before the death of a de
cujus, deducting with the liabilities and obligations, funeral
expense, and discounts.

3.

Properties, which are exempt for the tax, are:
Properties, which are related to religion, charity, and the
public.
Money received from life insurance.
Pension.
Antiques, which are endowed to the government.
Money donated to the state government, local government,
and education institution.
Tax Rate is the progressive rate depending on the relationship
to the deceased. Closer relatives are charged at lower tax

-

rates 45 .
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Ibid., p. 19.
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Chapter 4
Problems on Tax Collection in Registered Movable
Property, which Received as Inheritance

The current Revenue Code does not impose any specific estate taxpayer. However,
the estate tax is payable on cash covering with the personal income tax. The
principles, somehow, exempt the tax on selling movable properties, such as, car,
necklace, ring, silver and gold, in respect to the imposed law. · On the other hand, the
income tax is applicable to a heritor who receives cash from selling immovable
properties. Thus, the heritors are subject the personal income tax. On the other hand, a
particular business tax, it is not payable on the income from selling an Inheritance
Immovable property within 5 years after possessing.

4.1

Problems with collecting Inheritance Tax under Section 42(9)(10) of The
Revenue Code

,...

Subject to the law, an estate of a deceased person is passed to his or her heirs.
Regarding to the Revenue Code, when the heir receives property, it is considered to
be an assessable income specified in Section 39 of Revenue Code46 and the heritor is
liable to pay tax for it. However, according to the principles of law the heritor has
been exempted from personal income tax either receiving inheritance directly from a
de cujus or an estate under Section 42(10) and (16)47 of Revenue Code. Although an

46

The Thai Revenue Code, section 39 "In this Chapter, unless the context

otherwise requires: Assessable income" means income taxable under this Chapter,
and includes properties or any other benefits receives which are ascertainable in terms
of money, any amount of tax and duty paid for the tax-payer by the payer of income
or by any other person in respect of any category of income under Section 40, and tax
credit under Section 47 bis".
47

Ibid., section 42.
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estate is an assessable income, it is excluded from the personal mcome tax
calculation.

An assessable income from the inheritance movable property selling is exempted
from the personal income tax under Section 42(9) of Revenue Code48 . Any amount of
the sold property does not count for tax.

Value Added Tax is not applicable to the inheritance property selling. Although an
estate is a product by mean of value added tax, the inheritance property selling is not
considered as business or professional purposes.

An assessable income from the inheritance immovable property selling is partially

taxable with the personal income tax. The tax will be exempted only for inheritance
immovable properties located outside Bangkok, Municipality, Sanitary district,
Pattaya, or any other districts which have their own local government. However,
according to the Principle of Book 126 (B.E. 2509) Section 2(17), the tax is exempted
for an amount of assessable income under 200,000 baht for an entire year only. Thus,
immovable property selling is rarely exempted the personal tax.

Regarding the particular business tax, the selling of inheritance' immovable property is
exempted from the particular business tax under Royal Decree specified in Revenue
Code (No.342).

4.1.1

Analysis of the Problems arising under Section 42(9), (10)

1. For Immovable properties, such as land and houses, the law

exempted for the assessable income tax only when receiving. If the
heirs sell the immovable properties, the law will collects assessable
income tax from it by withholding tax when transferring the
immovable properties at the Department of Lands. However, the
48

Ibid.

62
immovable properties are exempt from tax if the heir does not sell
such properties.

2. There is a law enforcement for immovable properties to be subject
to tax if they are sold. All kind of immovable properties trading,
they should be registered to the officer49 . The Department of Lands
had set a particular section for land assessment, called Independent
Appraisal, which directly assess property value. The Revenue
Department has assigned the Department of Lands to withhold the
tax when tt;ansferring the property and the Department of Lands is
responsible to pass on the tax to the Revenue Department.

4.1.2

Types of Movable Property to be taxed

Movable properties are any other properties besides immovable
properties, including rights on the property. :rp:owever, movable
properties can be categorized into two types; registered and nonregistered.
1. Registered movable properties are bank deposit, car, gun or any
properties which require the transferation documentation.
49

The Thai Civil and Commercial Code B.E. 2549, section 456 "A sale of

immovable property is void unless it is made in writing and registered by the
competent official. The same rule applies to ships or vessels of six tons and over, to
steam launches or motor boats of five tons and over, to floating houses and to beasts
of burden.
An agreement to sell or to buy any of the aforesaid property, or a
promise of sale of such property is not enforceable by action unless there is some
written evidence signed by the party liable or unless earnest is given, or there is part
performance.
The provisions of the foregoing paragraph shall apply to a contract of
sale of movable property where the agreed price is twenty thousand baht or upwards".
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2. Non-registered movable properties are cash, amulets, accessories,
watches. Transferration these properties' ownerships are difficult to
be proved.

There is no law enforcing on the collecting of income tax from the
movable properties when it is being sell or transfer. Another way to
avoid tax is using the loophole. The avoidance is conducted as the
following :

1)

Trading because the tax rate applied to such transaction is
very low. A taxpayer might avoid the tax by letting his/her
heir, who is a relative, buys the property and pay the tax at
a very low rate. In this case, the heir does not actually
paying money but only perform a legitimate trading so the
taxpayer can avoid the tax.
The purchase of immoveable property or registered
moveable property then put the other's name as the owner.
Thus, there is no tax because there is no conveyance. The
same method can be applied to avoid the inheritance tax as
well.

0

The possible solution ·s making solid policy to specify the
collection method, the responsible agent for the property
assessment, and the responsible agent for the tax collection
because the main issue is the tax administration.

4.2

Problems with Tax Collection Agency

In Thailand, there are several sectors that are responsible for the tax collection. The
sectors that are responsible are as fo llow:
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1.

Revenue Department is responsible for the tax collection under the
Revenue Code and other Acts.

2.

Excise Department is responsible for the excise tax collection, which are
tobacco tax, gasoline tax, alcohol tax, automobile tax, beverage tax, etc.

3.

Customs Department is responsible for the custom tax collection, which
are import duty and export duty, and other revenues.

4.

Department of Lands is responsible for the tax collection on revenue
from selling immovable properties, and duties.

5.

Department of Transportation is responsible for automobile tax
collection.

There is still a question of which department shall be responsible for the
estate tax collection, whether it should be an existing sector or a new
one.

The number of tax administrators should be in proper proportion to the
organizational workload in order to have an efficient and effective
operation and management.

Moreover, the tax administrators must specialise in the property
assessment. Some properties are not assessed certainly so tax
administrators should be experts in such particular properties.

For the collection on the registered movable properties, the tax base shall be
assessed from the market value. Therefore, the committee should regulate
the assessed properties by setting property assessment criteria and
methodology. As a result, the tax administrator qualification will be set. Tax
administrators have to improve themselves to be experts in the property
assessment and tax collection. Additionally, the tax administrators should be
fair and honest.
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Revenue Department tries to increase the tax collection efficiency and
management quality by studying and searching for effective management
strategies under these 4 regulations as follow:
1) Human resources and organization regulation.
2) Tax collection efficiency regulation.
3) Protection and suppression of corruption regulation.
4) Management and private sector coordination regulation, which is the
support regulation for the management efficiency.

4.3

Problems with Appraisal Administration

It may be said that the problems of the appraisal of the property caused by the lack of

the organization and its officers effectiveness and efficiency. The lack of efficiency
may be categorized into the following:

1. The difference of administrative method in each area - some may be
independent in which the officer who receives the list of property is the
one who will make the appraisal while other area might have the
representative from central office to make the appraisal and evaluate the
tax. As a result, the appraisal are different in each area and, therefore,
causes iniquity in the tax appraisal.

2. The department responsible for the appraisal job is too small, not in the
right proportion with the amount or value of the property needed to be
appraised.

3. Appraisal officers, especially in remote area, have lack of experience
because they are not specialists, but the appraisal is just one of their job
responsi bil iti es.

4. The income of appraisal officer is low, thus, not many specialists are
attracted to this position.
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5. The government overlooked the importance of appraisal department,
causing the budget limitation.

4.4

Problems with Enforcement of Law

In the countries where the law on inheritance tax collection is imposed, are facing
several complicated issues on this collection. These complex issues can be predicted
to happen if the law on estate tax collection is enforced, which could be summarized
as follow50 :

1. Problem with property assessment is one of the most significant issues as a

small Clifference in assessment will bring a huge difference in the tax
calculation. Therefore, the property assessment should be more careful.

2. Fairness with the tax assessment is basically on the concept that an estate
or a give away properties, which have equal value, should be equally
assessed. However, the problem occurs due to the change of the property's
value after the assessment as well as the change of the tax rate, which does
not frequently happen. Additionally, in case of the heritor dies soon after
he/she ays the inheritance tax, the properties appear to be taxable again.
I

I f

1-

3. Endowment to an institution as welfare, which is not basically on the
purpose of the estate tax and give away tax exemption for. However, there
is no limitation on the exemption, a problem occurs when the rich endows
lots of his/her properties to the public, resulting in the tax payment is less,
and also he/she becomes famous.

50

"Problems with Enforcement of Law," Tax & Business Law Magazine,

issue 6, Vol.68 (May, 2543): 23-25.
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4. Tax avoidance is an important problem as there are many legal ways to
avoid the tax payment, e.g. give away, etc. In particular, movable
properties are easily transferred or hidden in order to avoid tax.

5. Law issue always happens due to the insignificant law because of the
vague or complex words. As a result, It is time consuming to understand
the law. Additionally they may use the gap of the law to avoid the tax
payment.

6. Management weakness is the important point. Tax management should be
very effective to execute the law. There are some various problems on the
management, such as death and property survey, property assessment and
the legal execution.

7. Problem with tax payers' understanding A mentioned before, Thai people
do not pay much attention to the tax law which may occurintentionally, or
because of their lack of knowledge. The taxpaying is important for
promoting the efficiency of tax administration in tax collection. Therefore,
if it is not supported by the people who pay tax, it would fail miserably,
i.e. if all the taxpayers cooperate in paying tax, the problem will be eased
because the tax avoidance can be thoroughly disappeared. So, the
government should try to make a comprehension with people because
there are a lot of details on tax. One of the methods which may work is the
public relations - the government should try to remind people of their
duties and responsibilities toward the country, and explain the importance
and benefit of the inheritance tax. The good public relation strategy is to
make an announcement before the laws are enforced.

8. Problem on tax rate Due to the high tax rate, there are many causes of tax
avoidance. However, if the tax rate is too low, the objective of wealth
distribution will not be achieved.
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From the reasons above, it can be seen that it is necessary for the tax
system structure to get a renovation; therefore, the new kinds of direct tax
should be added to the tax system. Some of those new types of taxes are
estate tax, inheritance tax and gift tax because these direct taxes will
generate more income to the government. Moreover, they are fair, and also
help narrowing the gap between the rich and the poor. These kinds of tax
are mostly collected from the wealthy people so the burden is small,
compared with their competent financial status. In addition, and the
heritage seems like a godsend, so they might not care about such burdens.
However, estate tax, inheritance tax and gift tax are considered as income
taxes which have been exempted for a long time. There are some
important factors to consider if these taxes will be re-enacted in Thailand
once again; for example, economic, politics, society, and culture because
Thailand, like other Asian countries such as China, Taiwan, or Japan,
imply a concept that parents would keep their properties to be inherited to
their descendants to ensure their good future. On the other hand, American
ai;id European teach their children to stand on their own feet without
relying on parents.

From the example of such collection in other countries, the estate tax
causes many problems in the collection management; moreover, people
often questions on the fact that, e:ven though the properties are taxed every
year in the form of property tax or income tax, when the owner passed
away, why should there also be an estate tax on these properties when no
transaction occurs, but only the change of owner.

Chapter 5
Conclusion and Recommendations
5.1

Conclusion

The Inheritance Tax, which is the topic that is debate here is not at all a new method
of tax collection in Thailand. However, according to the practice and lessons learned
from the past, it can see that the government could collect such tax but it was
impossible to collect in full amount, and the overlapped income distribution still
occurs. The inheritance tax system was just one of the strategies which were used to
decrease the prosperity of rich people but this method is always a sensible political
issue because it affects the income of rich people who have the power both
economical and political. It is hard to apply to every country, especially in the
developing country like Thailand. Thus, in my opinion, Thailand is not ready to bring
back its inheritance tax in the near future for the following reasons:

First, Thailand economical system is still an independent capitalism in which who
works more earn more, and who works less earn less. The Inheritance Tax is a
measures that will decrease income of wealthy people, seems conflicting with this
independent capitalism.
SINCE1969

Second, the inheritance tax system is a duplicated tax collection because the asset is
already taxed when the owner is still alive, and it is taxed as inheritance tax when the
owner dies. If the purpose is to collect the tax from wealthy people, there shouldn't be
any forms of tax reduction for wealthy people and then collect the tax only when
those people die because the tax is calculated from the same property.

Third, the revenue from inheritance tax is very little and highly liquidates. In the past,
the maximum revenue of inheritance tax is less than 1 percent of the total revenue.
Moreover, the revenue is liquidated because it depends on the death of rich people.
Only the level of income of the Inheritance Tax is low because, in practice, the
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collection is applied only to registered properties which are stocks, car, house and
land. Additionally, and those properties can be exchanged into the form of diamond
or gold. Therefore, there is no tax department of any countries, even in the US, could
collect the tax from every property. The result is the revenue generated from the
inheritance tax for any countries is never greater than 2% of the total amount of tax
revenue.

Finally, the Inheritance Tax system suffers from the heritage value evaluation,
especially for properties such as art works, antiques, etc. Therefore, after considering
the knowledge of price evaluation, the time used in collecting in case of there is an
argument about in the evaluation, the equality of the property's price information
access, and death information, Thailand is not yet ready to provide complete
information, like the US. In addition, the cost of accounting and opportunity cost of
the Inheritance Tax collection is high when comparing with other tax systems are still
practiced and the burden is still imposed. Therefore, under limited human resources
and IT as well as the complicate inheritance tax system mentioned above, it may even
lead to the decrease of revenue from the existing tax collection system.

Thus, in my opinion, the inheritance tax system may has both advantages and
disadvantages. However, the Inheritance Tax system which is one of many ways to
solve the problems of overlapped income distribution between poor and rich people is
not worth the effort to apply, i.e. it does not generate sufficient income to cover the
cost of tax collection. This method should not be used and the government should
choose other method like property tax re-adjusting or improve the tax collection
system to optimize the tax collection.

Therefore, Thailand had better not come up with any new tax collections, increase
tax, or income collection yet. However, there should be an enhancement of collection
method.
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5.2

Recommendations

From the analysis, we should consider taking the principles of Inheritance in France
and Japan as an example in order to adapt to Thailand's culture and economic
situation because the inheritance tax law of France and Japan utilized the tax
collection of inheritance along with gift to help prevent tax avoidance by passing the
property as a gift while the owner is still alive. Tax calculation focuses on base tax total value of the property is deducted by debt and expense to get the net taxable
inheritance with tax relief and progressive rate already defined.

Due to reason that the Inheritance Tax is not yet ready to be implemented in Thailand
by using the direct method, therefore Inheritance Tax should be collect by using
indirect method. An inheritance who received estates for any kind of properties, for
example, car, accessories, land and house, etc, shall be exempt the assessable income
tax, no matter how valuable of the estate is. Moreover, the Revenue Code also
specifies the exemption of assessable income tax will be practiced if an Inheritance
has sold the received property, under Section 42(9) of the Revenue Code. Therefore,
an inheritance is exempted for assessable income tax at both stages. i.e., the first stage
is when receiving movable properties, and the second stage is when selling movable
properties.

Ways to enforce the Inheritance Taxin Thailand,

1.

~

o

't)°lt>~

The provision regarding this issue shall be amended. Even though under
Section 42 (10) of the Revenue Code, which states that any estate
properties are not liable to the tax payment
It is difficult, and is not yet ready to imply in Thailand. As Thai

people are quite sensitive on the inheritance tax, any changes should
be rapidly implemented.

2.

Exempt the tax payment for the estate property specified in Section 42
(9)(10) of the Revenue Code, and imply additional law to levy the

72

inheritance tax on registered movable property when it is sold,
distributed, or transferred by including the selling of car to the Section
42(9) of the Revenue Code.

Under the Revenue Code, there are 2 kinds of the inheritance properties
that are subject to tax when it is sold or transferred
- Immovable properties
- Registered Movable Properties by the competent officials. The same
rule applies to ships or vessels of six tons and over, two steam
launches or motor boats of five tons and over, to floating houses and
to beasts of burden.

The collection might be in the form of transfe:rrjng tax, which is
collected from the heirs when the received estates are sold, distributed
or transferred.

-

There are lots of issues for the estate tax collection. This law is not
ready to be enforced in Thailand. The possible solution is to collect
indirect tax from the heir, by exempting for assessable income tax from
receiving estate under the Revenue Code Section 42(9),(10). However,
assessable income tax should be collected from the selling of estate.
Then, car selling should includes in the Section 42(9) of the Revenue
Code because of collecting tax on movable property in the first stage, it
should be focus on the registered movable property as it is easy to
collect.

5.2.1

Appraisal and Administration

The property appraisal and property assessment is an important issue
for the tax collection, especially on the movable properties. Some
movable properties, such as, automobiles, stocks, etc. could be
appraised based on the market value. However, there are some

73

movable properties which cannot be assessed by the market. In return,
a specialist is needed for an appraisal.

Movable independent appraisal Agent should be organized for the
movable property appraisal and assessment. The agent, who specializes
in the movable property appraisal and assessment, shall be either
private or public.

5.2.2

Responsible Agency of Tax collection

Regarding the tax collection, the Revenue Department is possibly the
most suitable organization to responsible for the tax collection as the
Revenue Department is nationwide and mainly responsible for the tax
collection. However, the Revenue Department needs participation from
other related government units for the effective tax collection. In
particular, the related sector that is responsible for the registered
movable property control should be responsible for the tax collection
and sending it to the Revenue Department.

In order to avoid the problems that might occur from the law
enforcement, the clea\ regulations should

e enacted by considering

about the possible upcoming problems. According to the Thai
Constitution Code page 106 about collecting tax from the registered
properties, the collection should also take the trading objectives into
account. For example, if the trading is not for profit, but for debt
payment of the deceased; therefore, the tax should be exempted.
Moreover, the minimum value of the sold properties should also be set.

Tax payers also pay an important role for improving the tax collection
efficiency. If tax payers understand in the tax regulations, they will
realize and cooperate with the tax payment. Unfortunately, most
people are lack of the estate tax regulation comprehension.
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The lack of public relation about the estate tax regulations makes less tax
payment cooperation. Moreover, the knowledge of this issue does not widely
spread. In order to be more efficient on the estate tax collection management,
the government needs to educate people about the concepts and benefits of this
tax. For example, the low rate revenue will be supported, and the economical
gap of the society among the hierarchical level of people will be narrowed.
The government should also identifies those who are liable on the estate tax
payment in order to make people willing to be responsible for the tax payment.
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The Thai Revenue Code B.E. 2482

Section 39. In this Chapter, unless the context otherwise requires:
"Assessable income" means income taxable under this Chapter, and includes
properties or any other benefits receives which are ascertainable in terms of money,
any amount of tax and duty paid for the tax-payer by the payer of income or by any
other person in respect of any category of income under Section 40, and tax credit
under Section 47 bis.

Section 42. The assessable inco e of the following description shall be excluded for
the purpose of computing income tax:
(9) Proceeds of sale of a movable property acquired by bequest or acquired not
with a view to trading or profits, but not including sale of ships or vessels of six tons
or over, steam launches on motor boats of five tons or over, or flo ating houses.
(10) Maintenance income derived under moral obligation, corpus of a legacy
or inheritance, or gifts made in a ceremony or an occasions in accordance with
established custom.
(16) Income obtained from an estate liable to tax under Section 57 bis.
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The Thai Civil antl Commercial Code B.E. 2549
Section 137. "Things are corporeal objects".

*
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Section 138. "Property includes thing as well as incorporeal objects, susceptible of
having a value add of being appropriated".

Section 139. "Immovable property denotes land and things fixed permanently to land
or forming a body therewith. It includes real eights connected with land or things
fixed to or forming a body with land".

Section 140. "Movable property denotes things other than immovable property. It
includes rights connected therewith".
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Section 456. "A sale of immovable property is void unless it is made in writing and

registered by the competent official. The same rule applies to ships or vessels of six
tons and over, to steam launches or motor boats of five tons and over, to floating
houses and to beasts of burden.
An agreement to sell or to buy any of the aforesaid property, or a promise of
sale of such property is not enforceable by action unless there is some written
evidence signed by the party liable or unless earnest is given, or there is part
performance.
The provisions of the foregoing paragraph shall apply to a contract of sale of
movable property where the agreed price is twenty thousand baht or upwards".
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