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Intricate Issues behind  
Public Debt Management 

Pakorn Vichyanond* 

                                                           
*  Dr. Pakorn Vichyanond is Research Director of the Macroeconomic Policy Program at TDRI. He wishes to thank  

Dr. Chalongphob Sussangkarn, Distinguished Fellow at TDRI, for valuable comments. 

1. INTRODUCTION 

In recent years (2011-12) economic stresses and 
strains as experienced by many industrial countries 
clearly demonstrate the importance and widespread 
repercussions of public debt management. The United 
States of America, for example, encountered its limit on 
government debt of U.S.$ 16.4 trillion by the end of 
2012, so whether the legal amendment or “fiscal cliff” 
will occur will certainly have strong impact on global 
economy. Japan and some countries in the Euro zone 
could hardly restrict their governments’ borrowings, so 
Japan’s short- and long-term debt surged to 229 percent 
of GDP in 2011, while those of Greece and Italy 
reached 160 percent and 120 percent respectively (see 
Table 1). Another surprise was that even though the 
European Union (EU) has regulations controlling 
member countries’ annual fiscal deficits to stay within 3 
percent of GDP and public debt outstanding within 60 
percent of GDP, actually both member countries and 
Japan continually undertook fiscal policies in several 
formats so as to support income of the general public as 
well as the status of their economies. Governments 
provided various kinds of welfare which gave rise to 
enormous amounts of long-term obligated fiscal 
expenditures. Besides, those welfare programs became 
the channels which stimulated the general public to 
request for continual or even more assistance from the 
governments. In other words, the role of fiscal measures 
has been converted from being temporary rescuing 
instruments during economic recession or excessive 
boom to the permanent ones as demanded by the public. 
And when the governments could not collect adequate 
revenue, growing expenditures pressured them to 
commit more debts on a continual basis until public 
debt predicaments not only emerged but also persisted 
or even worsened. 

Thailand is not any exceptional case. Even 
though its ratios of public debt outstanding and fiscal 
deficit to GDP (41% and 4% respectively) are well 
below those of EU countries, most political parties tried 
to utilize fiscal measures in various fashions so as to 

attain popularity. Examples of these policy actions  
were rice pledging, first-time car purchase, free bus 
service, financial credits extended to small businesses, 
debt refinancing for low-income farmers, and many 
other populist measures. Before trying to derive some 
useful guidelines to achieve optimal public debt 
management, it is worth reviewing the fundamental 
roles of public debts in most economies. Primarily, 
those borrowings are meant to complement tax revenue 
in financing public spendings and basic infrastructure 
projects. Secondly, those borrowings enable the 
government to implement some fiscal policies in order 
to stabilize the country’s economic growth path. 
Thirdly, government securities normally play some 
important roles in the recycling of domestic savings  
to fund investment and consumption. For example, rates 
of return on treasury bills and government bonds 
typically serve as benchmarks for financial instruments 
issued by private entities, because the government is 
ordinarily given the best ranking by most credit rating 
agencies. Moreover, government securities serve as a 
means of financial intervention in the secondary 
markets by the central bank for the purpose of 
tightening or loosening liquidity in domestic financial 
markets. Such intervention enables the government to 
flexibly adjust local liquidity in order to properly cope 
with global trends and/or pressures on the domestic 
front. 

 
 

2. THAILAND’S REGULATIONS AND THEIR 
SHORTCOMINGS 

 
Given the prominent roles of public debts in 

most economies as stated above, the two questions that 
several parties may have in mind are (1) whether the 
Thai government has regulations controlling public 
(domestic and foreign) debts, and (2) whether those 
rules are adequately prudent ensuring that Thailand will 
certainly not encounter public debt crises such as the 
ones in EU and Japan. Details of those rules are the 
following. 
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Table 1 Public Debt Outstanding as a Percentage of GDP in 2011 

Greece  160.81 Singapore 100.79
Italy  120.11 Malaysia  52.56
Portugal  106.79 Thailand  41.69
Ireland  104.95 Philippines  40.47
Spain   68.47 Indonesia  25.03
Japan  229.77 Laos  57.36
U.S.  102.94 Myanmar  44.32
France   86.26 Vietnam  37.97
Canada   84.95 Cambodia  28.60
U.K.   82.50
Germany   81.51 Singapore 100.79
New Zealand   37.04 Taiwan  40.80
China   25.84 South Korea  34.14
Australia   22.86 Hong Kong  33.86
Source: Eurostat    
   
   

(1) In each fiscal year the government’s total 
borrowings cannot exceed 20 percent of annual 
budgetary appropriations plus 80 percent of repayment 
expenditures. In other words, the government can 
borrow funds to refinance maturing debts. 

(2) In each fiscal year the government’s 
commitments of external debts have to stay within 10 
percent of annual budgetary appropriations. And the 
ratio of foreign debt service to export earnings must not 
exceed 9 percent. 

(3) Total government’s debt service (principal 
plus interest) remitted to domestic and foreign creditors 
must not exceed 15 percent of fiscal revenues. 

The above-mentioned regulations may indicate 
that Thailand is careful about preventing its public 
sector from borrowing to an excessive extent. However, 
a closer scrutiny reveals that these rules contain several 
loopholes as illustrated below. 

(1) Financial commitments by state enterprises 
are only restrained in the aspect of government 
guarantee. For instance, if the public agencies are 
limited companies (e.g., Thai Airways Co., Ltd., 
Bangkok Dock Co., Ltd.) or financial institutions (e.g., 
Krung Thai Bank, Government Savings Bank, 
Government Housing Bank), the total amount of 
government guarantee in each fiscal year cannot exceed 
10 percent of the budgetary appropriations. In each 
ease, if the borrower is a limited company, the amount 
guaranteed by the government cannot exceed six times 
of the capital fund of that company. If the borrower is a 
financial institution, the amount guaranteed cannot 
exceed four times of the capital fund of that financial 
institution. However, if the public agencies are 
organizations or authorities (e.g., Electricity Generating 
Authority of Thailand, TOT Public Company Limited, 
State Railway of Thailand, Bangkok Mass Transit 
Authority, Metropolitan Waterworks Authority, 
Provincial Electricity Authority), there is no limit on the 
amount of government guarantee. Special preference is 
given to the agencies providing public utilities such as 
water works or electricity generation and distribution. 

(2) At various times the Thai government 
issued particular legal decrees enabling the government 

to borrow additional funds for extra spendings. Even 
though some of these borrowings which are allocated to 
serve emergency incidents (such as the Decree on Soft 
Loan for Flood-Affected People, B.E. 2555, the 
Emergency Decree on Water Resource Management,  
B.E. 2555, the Decree on Insurance Pool Fund, B.E. 
2555) may seem justifiable, these special legal decrees 
effectively nullify the above-mentioned 20 percent limit 
of government borrowings, so they could lead the 
country to face public debt predicaments. 

(3) Worse yet, recent Thai governments favor 
the adoption of various populist measures in order to 
capture public attention. Examples of these populist 
projects are tax reduction on first-car and first-house 
purchases, debt suspension for low-income farmers, 
overall health insurance or the 30-baht scheme, free bus 
service, and rice pledging program. These fiscal policy 
actions can easily induce the public sector to be trapped 
in a vicious deficit cycle such as the ones in Euro zone 
countries. 

(4) Certain ceilings of public debt outstanding 
to GDP ratio, such as 50 percent or 60 percent, are often 
announced by the Thai government as a policy 
guideline in managing public debt. However, this limit 
has never been legalized. So it does not have any 
steadfast and favorable impact on public debt 
management. 

 
 

3. SUGGESTED AMENDMENTS AND THEIR 
RATIONALES 

 
(1) A very crucial issue in managing public 

debt is fiscal sustainability. This should be well-
preserved at all times for the purpose of supporting 
stable economic growth path. To achieve this, the 
Maastricht criteria to limit budget deficits should be put 
into a law, such as the one by the Indonesian 
government. This law prescribes that the consolidated 
national and local government’s deficit on the overall  
cash balance be limited to 3 percent of GDP in any 
given year, and that the total central and local 
government debt not exceed 60 percent of GDP. This 



March 2013 TDRI Quarterly Review  5 

law will certainly help in ensuring fiscal sustainability. 
In this context, what also deserves strong attention is 
that the above-mentioned “consolidated and overall 
cash balance” is defined to cover those on- and off-
budget expenditures of all government agencies and 
state enterprises so as to avoid loopholes. 

(2) In complying with the limit of debt 
commitments, the government should thoroughly 
examine the public sector’s debt servicing capacity in 
the macro context, not just current expenditures. 
Examples of items which determine the debt servicing 
capacity are expected revenue and net project earnings. 
The government does not have unlimited debt servicing 
capacity since it cannot always resort to the central bank 
as a certain source of funds, because doing so may 
conflict with the prevailing restrictive monetary policy. 
Neither may it raise particular taxes at any time due to 
political reasons. Worse yet, it may have difficulties in 
issuing bonds to the general public or investors overseas 
if its credibility has deteriorated to some extent. To be 
on the safe side, the government should disperse its 
future debt service over the long run and continually 
abide by its obligations on time. Otherwise, it may get 
caught in a debt trap or evil cycle such as the ones 
experienced by some Latin American countries in the 
past and some Euro zone countries now. 

(3) Debt servicing capacity largely depends on 
the efficiency of fund usage. Therefore, the government 
should give strong preference to productive investment 
projects when it comes to the allocations of public 
borrowings. Special emphasis should be placed upon 
the investment projects which yield high returns plus 
low risks within a short time frame. 

(4) To achieve efficiency of resource usage 
essentially requires good coordination and cooperation 
among relevant parties, including public and private 
ones. Such coordination and cooperation will also help 
yield benefits from economy of scale. Route planning or 
logistics of transport is one clear-cut example of 
projects that need comprehensive cooperation among 
several concerned authorities holding responsibilities in 
designing and constructing roads, railways, subways, 
expressways, and skytrains. Thus, strong attention 

should be given to the timing of cooperative efforts to 
undertake the targeted projects. 

(5) The time profile is a very important 
element of public debt management in many respects. 
Other than the timing of cooperative efforts among 
various agencies involved, the government should 
investigate the overall profile of its existing debt service 
before committing new debts. This consideration  
will help select proper maturities of new debts so  
that the country’s future debt services do not cluster  
in any particular period. Avoiding such bunching-up 
will help the government reduce the risk of encoun- 
tering debt tension. Close and continual monitoring of 
the overall debt service profile together with global 
financial atmosphere will give opportunities for 
adjusting or improving the prevailing debt obligations 
by prepaying or refinancing some parts of the debts 
already committed. Examples of such improvements are 
to reduce foreign exchange risks, lessen debt burden, 
and smoothen debt service structure in the future. 

(6) Another crucial facet of public debt 
management is its consistency with the prevailing and 
upcoming monetary and exchange rate policies. 
Otherwise, conflicts may arise and generate adverse 
effects to all concerned parties. Strong attention should 
also be given to global economic atmosphere and 
domestic income distribution. These elements are 
suggested because domestic policy actions are 
ordinarily subject to the prevailing external constraints. 
Meanwhile, those actions certainly have impact upon 
income distribution. 

The above-mentioned six aspects of measures 
recommended to deal with public debts may seem 
complicated and difficult to implement, but they  
should assist the country in averting sovereign debt 
difficulties. They deserve continual efforts, because 
once the degree of investor confidence is shaken or 
declines due to the high chance or actual occurrence of 
sovereign debt crises, the recuperation tends to take a 
very long period of time as widely experienced by 
several member countries in the Euro zone (e.g., 
Portugal, Ireland, Italy, Greece, and Spain) between 
2008 and 2013.  
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Figure 1 Controlled ex-factory price vs export price of sugar January 2001 to May 2012 

 
 

 

 

 

 

 

 

 

 

 

Source:   Compiled by the author based on data from the Office of the Cane and Sugar Board (OCSB) and the Office of Agricultural 
Economics (the latter is available from http://www.oae.go.th/oae_report/export_import/export.php). 

 
At the beginning, millers fought for the low initial 
prices of cane, but later they tended to agree to high 
prices so that growers would have an incentive to 
expand. This practice also increased the chance that 
both parties would be compensated by CSF. In 2006/07, 
in spite of the 3-baht sugar price hike, CSF was liable to 
pay the mills 9.8 billion baht (70% of which was for the 
overpaid cane and 30% to compensate mills for their 
“low return”). The Cabinet during the Surayud 
Chulanont Administration decided to have CSF borrow 
from the Bank for Agriculture and Agricultural 
Cooperatives (BAAC, which is a government bank) to 
pay the mills. The government committed itself to 
allocate a specific annual budget of 450 million baht to 
CSF, which would use that fund to repay BAAC until 
the debt would be paid off in 2020. 

As mentioned previously, in 2008, Prime 
Minister Samak decided to increase the domestic sugar 
price by 5 baht/kg, the revenue from which would be 
designated to repay the accumulated CSF debt, which 
had reached 25 billion baht by then. 

Based on an initial study by the National 
Economic and Social Development Board (NESDB) 
and repeated requests from the Beverage Association to 
reduce the domestic price of sugar after CSF would 
supposedly complete its debt repayment in late 2011,1 
the Ministry of Industry (MOI), based on a Cabinet 
resolution of the Abhisit Vejjajiva Administration, had 
CSF commission the present research project to be 
carried out by the Thailand Development Research 
Institute (TDRI) in 2011. 

In late 2011, as MOI proposed to the new 
government that CSF borrow an amount to top up the 
cane price for the year 2011/12 by 154 baht/ton, the 
Cabinet of the Yingluck Shinawatra Administration 
asked MOI to oversee our study to make sure that it 
would be finished by its September 2012 deadline in 
order to be able to implement our proposal in this cane-
crushing season (2012/13). The final TDRI report was 
submitted in September, but was under scrutiny by the 
overseer committee for almost four months before it 
was approved, after only minor revisions were 
requested, at the end of January 2013. 

 
 
2. MAIN OBJECTIVES 

 
The main objectives of the proposed reform are 

as follows: 

• To prevent occasional sugar shortages in, or 
disappearance from, the domestic market 
when the global price is higher than the 
controlled domestic price 

• To work out a system that provides a  
fair price of sugar for the downstream 
industry  

• To reform the cane pricing system (also 
known as “revenue sharing system”) to 
improve efficiency and flexibility as well as 
lessen controls 
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• To reform CSF so that it can provide stability 

for both the growers and the industry 

• To conduct organizational reform, including 
drafting, or overhauling the Cane and Sugar 
Act  

 

3. PROPOSED REFORMS 
 
Based on our lengthy analysis (see the full  

report in Thai available from http://tdri.or.th/research/ 
structural-change-sugar-cane-industry/), it is proposed 
in the study that structural reforms be instituted in all 
major aspects, mainly the domestic sugar market, the 
cane buying/pricing system, including the role of CSF 
as the price stabilizer, and organizational and legal 
reforms. 

 
3.1 Domestic sugar market 

 
Even with, or because of, the overly controlled 

system — a combination of domestic quota and price 
controls — it has been repeatedly the case that the 
existing system has failed to guarantee the availability 
of sugar when the export price is significantly higher 
than the controlled ex-factory price. Whenever that 
happens, sugar tends to disappear from the market to be 
sold at higher prices in the black market, as well as be 
smuggled across borders to neighboring countries. 

The study proposes three — or rather one — 
actual measures to solve this problem, since the other 
two are in fact non-measures. The first one is to abolish 
the domestic price control of sugar. This “non-measure” 
alone will provide every stakeholder with an incentive 
to supply sugar to the domestic market at all times.2 In 
order to ensure domestic availability and a reasonable 
price, and to provide small and independent mills with a 
level playing field in the domestic market, the domestic 
quota (Quota A) would remain in place, where the 
annual quota will be allocated to each mill according to 
its past share of cane crushing, but shorter-term 
allocations — such as the current weekly allocation — 
would be strictly forbidden since there are risks that this 

cartel-like mechanism might be exploited to facilitate 
price collusion in the absence of price controls. 

Once the price controls are lifted, the adminis- 
tration of the domestic quota should be much easier 
than in the past, since there would be no gain from 
selling sugar in the domestic black market. The current 
ASEAN Free Trade Area (AFTA) agreement — under 
which all neighboring countries now charge zero import 
tax on sugar — should also curb any incentives to 
smuggle sugar across the border, since the smugglers’ 
cost would not be significantly less than that of the 
importers. 

Since it is possible that such reform could result 
in an increase in domestic consumption of sugar, and to 
ensure that there would be no shortage as people might 
change their buying behavior, it is proposed in the  
study — as a precaution — that the Sugar Committee 
increase the domestic quota by at least 10 percent in the 
first year of implementation, a rate which is signifi- 
cantly higher than the usual increase in annual con- 
sumption. If this proves to be too much — in the sense 
that millers cannot sell their whole allotted quota while 
the wholesale price is in line with the export price — 
the formal first year quota could be adjusted accord- 
ingly at the end of the year in order to honor reality.  

For the subsequent years, it is proposed in the 
study that loose but binding rules for the Sugar 
Committee be followed: (a) if the average wholesale 
price is greater than the average export price by x 
percent, the domestic quota for the next year must be 
increased by at least x/2 percent; and (b) if the average 
wholesale price is less than the average export price by 
y percent, the domestic quota for the next year can be 
decreased by no more than x/5 percent, but the 
Committee is allowed to maintain or even increase the 
quota if it deems necessary. Moreover, the Committee 
can impose an extra quota during the year if it finds that 
the average wholesale price in the previous few months 
is significantly greater than the average export price. In 
such a case, the extra quota should be offered to all 
mills according to their initial share, but every mill 
should be allowed to decline such an offer.  

The third non-measure is also a precautionary 
one that is designed simply to deter price collusion. In 
principle, it is proposed that the government abolish 
protection and allow the import of white sugar, 
including from non-ASEAN countries, at zero tax. As 
the world’s solid second-largest exporter of sugar, 
under normal circumstances, it is not expected that 
anyone in Thailand would find it profitable to import 
sugar to compete in the domestic market. However, this 
non-measure might be necessary to discourage any 
attempts to tacitly form a cartel aimed at establishing a 
monopolistic price in the domestic market. 

Together, these measures should be sufficient to 
make the domestic sugar market resemble a competitive 
one. Their impacts on households — since the sugar 
price would occasionally be higher than the currently  
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Figure 2 Actual versus simulated cane prices based on the proposed formula 
(Unit: baht per ton cane at 10 CCS) 

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Note:   The final price that the growers receive might differ from that in our formula, depending on the compensation from CSF 
or the fee they have to pay CSF that year. 

Source:   Compiled and simulated by  the author based on data  from  the Office of  the Cane and Sugar Board and United States 
Department of Agriculture. 

 
 
• If the realized price falls below the initial 

price, the final price would be the same as 
the initial price (i.e., the farmers would not 
receive any more payment than the amount 
they had already received as the initial price, 
and CSF would draw from its stabilization 
fund6 to compensate the mills for the over- 
paid price, plus 42.86 percent7of that amount 
to compensate the mills for their unantici- 
pated low revenue).8  

• If, however, the realized price is higher than 
the initial price, but below the estimated 
price, the final price would be the same as 
the realized price, and the mill would be 
liable to pay the difference to the farmers.9 

• The other case is that the realized price is 
higher than both the initial and the estimated 
prices (and the estimated price was also 
higher than the minimum price), the final 
price would be equal to the estimated price 
plus 80 percent of the difference between the 
realized and the estimated prices. The mill 
would pay the farmers the difference 
(between the final and initial prices), and 
deliver the 20 percent of the difference 

between the realized and the estimated prices 
to CSF on behalf of the farmers plus 42.86 
percent of that amount as its own contribu- 
tion to the stabilization fund of CSF. 

Under this set of rules (also spelled out in  
the proposed Cane and Sugar Act), CSF would act  
as the price stabilizer, a much more credible role  
than now exists (as well as in the past three decades) 
under which CSF is liable to compensate the mills in a 
bad year (according to Article 56 of the 1984 Cane and 
Sugar Act). However, there is no explicit rule to collect 
a significant stabilization fee from the industry in a 
good year; the combined practices have forced CSF to 
be in continuous debt with neither means to repay nor 
credibility to borrow, except from government banks 
under the government’s guarantee. 

 

3.3 Organizational and legal reforms 
 
The current governing body of the industry 

consists of the Cane and Sugar Board  (CSB) and its 
subordinate boards: the Executive Board, the Cane 
Board, the Sugar Board, and CSF, and two administra- 
tive offices: the Office of the Cane and Sugar Board 
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2005
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2006
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2007
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2008
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2009
/10

2010
/11

2011
/12

Final cane price 690  485  478  689  530  531  504  658  847  702  672  918  1,000 1,039 1,075

Final cane price plus loan 690  600  550  689  550  611  580  658  847  800  803  918  1,000 1,144 1,229

Cane price based on the proposed 
formula 765  529  493  736  609  602  570  713  1,024 700  739  958  1,188 1,460 1,344

Final cane price in case 5 baht is 
added to the normal price calculation 765  1,022 1,110 1,125 1,160

Final Cane Price in case 5 baht and 
loan are added to the normal price 
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896  1,022 1,110 1,230 1,314
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(OCSB) and the Office of the Cane and Sugar Fund 
(OCSF). 

In the study, it is proposed that the Cane Board 
be abolished, as cane quantity control has never been 
enforced and is deemed rather undesirable to do so now. 
It is also proposed that the Sugar Board be reorganized 
in such a way that the members from the government 
would constitute half the board, with one of the mem- 
bers appointed by the Minister of Commerce to serve as 
the chairperson, since the board’s role in allocating the 
domestic quota and preventing monopoly would 
become a more important issue after the abolishment of 
the domestic price control.  

CSF (and OCSF) would have more important 
roles and would need to be more independent as well as 
have better financial and administrative measures in 
place. In the study, it is proposed that a designated 
stabilization fund be set up as an independent fund 
within CSF to ensure that the fund would be allowed to 
be used for price stabilization only and for no other 
purpose.10 

The cane and sugar industry (and OCSF) should 
devise a long-term research and development plan as 
well as set up a research institute that would work 
within the industry and coordinate with other 
governmental funding and research agencies. CSB and 
CSF should also work together to determine research 
and operational fees accordingly, which in the study are 
proposed to be collected from farmers and millers on a 
50:50 (rather than 70:30) basis.  

OCSB would be relieved of most of its control 
work and should be geared toward being an information 
and strategic center, which should become a more 
important and compelling task as Thailand has conti- 
nued to expand its cane and sugar production almost 
fivefold within only three decades, making more 
people’s welfare dependent on the industry’s long-term 
health and sustainability. 

The Ministry of Commerce’s role would be 
shifted from maintaining price controls to preventing 
collusion and protecting consumers through such means 
as product labels.  

 
The 1984 Cane and Sugar Act 

 
The 1984 Cane and Sugar Act was designed in 

such a way that it provides very extensive power to 
CSB. However, CSB and its subordinate boards and 
organizations have been selectively using their power or 
enforcing the law, which has resulted in a lack of 
implementation of some key articles, such as Article 57, 
which requires the mills to send their — as well as the 
growers’ — surplus revenue to CSF, but in practice the 
calculation of the final cane price was done in such a 
way that there would never be any surpluses. Since this 
practice — that tends to leave CSF in constant debt — 
benefits both mills and growers, it has been allowed to 
be administered against the spirit of the law for almost 
30 years.  

The study, therefore, includes a draft of a new 
cane and sugar act in such a way that the stakeholders 
would have to follow and comply with the main system 
design and specified formula, and that the system would 
not be swayed or swung by political or bureaucratic 
judgments, or rely too much on results of negotiations 
by the main stakeholders.  

However, if chosen by the government and 
agreed upon by CSB, all the proposed reforms could be 
undertaken even now under the current 1984 Act while 
the new draft is still being put through the legislature. In 
this respect, the current law itself, or the processes that 
are needed to enact the new law, is not the obstacle that 
would prevent the reform from being implemented in 
this coming season (2012/13), although the new law is 
still badly needed to ensure that the reforms that would 
be carried out in the future would not deviate from their 
essential designs, which are necessary to achieve all the 
objectives proposed in the study. 

 
 

ENDNOTES 
 

1 The debt, however, had never been repaid in full 
because CSF was later forced by the growers to 
borrow again to top up the cane price for the year 
2011/12. 

2 While the existing measures appear to provide an 
extra incentive for selling sugar in the domestic 
market as the controlled domestic price tends to be 
higher than the export price most of the time, they 
failed miserably when the relative prices were 
reversed. 

3 The original formula proposed 7 percent, with a 
contingency clause that it would be upgraded to 8 
percent in the following production year should the 
government follow its commitment to abolish  
the sale of 91 RON (Research Octane Number) 
gasoline. Since this actually happened in 2013, the 
multiplier 1.07 would be changed to 1.08 should this 
formula be used in the next production year 
(2013/14). Interestingly, India’s Rangarajan 
Committee Report, which came out in October  
2012 — just a few weeks after our submission — 
proposed a cane price that is equivalent to 70 
percent of revenues from sugar and all byproducts, 
or 75 percent of revenues from sugar alone. It 
should be noted that the latter share of 75 percent is 
almost identical to the multiplication product of our 
1.07 x 70 percent. 

4 The Standard sugarcane at 12 CCS has been chosen 
because it is the closest representative to the average 
CCS of Thai cane in recent years. Even if one 
excludes the northeastern region of Thailand, the 
average CCS in each of other regions would still be 
higher than 11 in normal years. Therefore, on 
average, the proposed minimum price (1,100 baht 
per ton of cane of 12 CCS) would mean that the 
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farmers in every region still receive more than 1,000 
baht per actual ton of cane. 

5 At present, the formal Quota B is 0.8 million tons 
per annum, but the actual amount put up for bidding 
by the Thai Cane and Sugar Corporation is only one 
half of that (0.4 million tons of the raw sugar, at the 
average polarization of about 98). 

6 The study also proposes that CSF open a specific 
stabilization fund/account whereby the fund cannot 
be used for other purposes (including its administra- 
tive costs, which should be drawn from the main 
CSF. This is to ensure credibility of the stabilization 
fund, especially if it would have to borrow from a 
financial institution. 

7 42.86 percent is equivalent to 30/70. 
8 Except for the case where the minimum price kicked 

in as the initial price — which means that 90 percent 

of the expected price fell below the minimum price. 
In such a case, while CSF would still compensate 
the mills fully for the price they overpaid the 
farmers, its designated compensation to the mills 
would be limited to 42.86 percent of the difference 
between the 90 percent of the expected price and the 
(lower) realized price. 

9 If necessary, in these years the Cane and Sugar 
Board (CSB) may also vote to collect the 
stabilization fee from both farmers and millers up to 
3 percent of the annual revenue of the industry. 
Normally, however, this would not happen since the 
farmers and millers combined constitute the majority 
of CSB, so it is unlikely that they would vote to tax 
themselves unless they agree that it is absolutely 
necessary. 

10 Including its rather small administrative costs, which 
will have to be shouldered by the main CSF fund. 
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Table 1 Comparison of deprivation variables from MICS and CYS 

MICS   Indicators CYS
Nutrition 
MICS 6  Underweight prevalence   X
MICS 7  Stunting prevalence   X
MICS 8  Wasting prevalence   X
MICS 45  Timely initiation of first breastfeeding X
MICS 15  Exclusive breastfeeding rate  X
MICS 16  Continued breastfeeding rate at 20–23 months X
MICS 17  Timely complementing feeding rate X
MICS 18  Frequency of complementing feeding X
MICS 19  Adequately fed infants  X
MICS 41  Iodized salt consumption   X
MICS 9  Low birth weight infants   X
MICS 10  Infants weighed at birth   X
Child health 
MICS 25  Tuberculosis immunization coverage X
MICS 26  Polio immunization coverage  X
MICS 27  Diphtheria, pertussis and tetanus (DPT) immunization coverage  X
MICS 28  Measles immunization coverage  X
MICS 29  Hepatitis B immunization coverage X
MICS 31  Fully immunized children   X
MICS 32  Neonatal tetanus protection  X
MICS 33  Use of oral rehydration therapy (ORT) X
MICS 34  Home management of diarrhea  X
MICS 35  Received ORT or increased fluids and continued feeding X
MICS 23  Care‐seeking for suspected pneumonia X
MICS 22  Antibiotic treatment of suspected pneumonia X
MICS 24  Solid fuels   √
Environment 
MICS 11  Use of improved drinking water sources √
MICS 12  Use of improved sanitation facilities √
MICS 13  Water treatment   √
MICS 14  Disposal of child’s feces   X
MICS 95  Slum household   √
Reproductive health 
MICS 21  Contraceptive prevalence rate X
MICS 20  Antenatal care   X
MICS 44  Content of antenatal care   X
MICS 4  Skilled attendant at delivery  X
MICS 5  Institutional deliveries   X
Child development 
MICS 46  Support for learning   √
MICS 47  Father’s support for learning  √
MICS 48  Support for learning: children’s books √
MICS 49  Support for learning: non‐children’s books √
MICS 50  Support for learning: materials for play √
MICS 51  Non‐adult care   √
Education 
MICS 52  Pre‐school attendance   √
MICS 54  Net intake rate in primary education √
MICS 55  Net primary school attendance rate √
MICS 56  Net secondary school attendance rate √
MICS 60  Female adult literacy rate   √
Child protection 
MICS 67_1  Marriage before age 15   X
MICS 67_2  Marriage before age 18   X
MICS 68  Young women aged 15–19 currently married/in union X
MICS 69_1  Spousal age difference: age 15–19 years  X
MICS 69_2  Spousal age difference: age 20–24 years  X
MICS 101  Child disability   X
Vulnerable children 
MICS 75  Prevalence of orphans   √
MICS 76  Prevalence of vulnerable children √
MICS 78  Children’s living arrangements  √
MICS 81  External support for children orphaned and made vulnerable X
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MICS   Indicators CYS
HIV and AIDS 
MICS 82  Comprehensive knowledge about HIV prevention among young people √
MICS 86  Attitude toward people with HIV and AIDS X
MICS 89  Knowledge of mother‐to‐child transmission of HIV X
MICS 90  Counseling coverage for the prevention of mother‐to‐child transmission of HIV X
MICS 91  Testing coverage for the prevention of mother‐to‐child transmission of HIV X

 
indicators are too few, we are not able to compute 
composite indices using CYS as we did with MICS. 
Another limitation is that we cannot repeat the exercise 
of finding correlation between the MICS-like indicators 
from the CYS with monetary poverty from SES, as the 
two surveys seem to use a different sample frame.  

A comparison of MICS 2006 with CYS 2008 
using individual MICS-like basic deprivation indices 
reveals that the child deprivation situation generally 
improved during the period 2006-2008. However, at the 
provincial level, the comparison of composite child 
deprivation indicators shows that the situation in some 
provinces was worse in spite of the general improve- 
ment at the country level. Detailed investigation of 
changes in individual deprivation indicators produces 
many interesting findings: for example, more children 
attended school and mostly at younger ages; families 
took care of their children better, in terms of both 
educational care and living care; and children were 
generally less vulnerable to being orphaned, or having 
parents or adults who were suffering from chronic 
illnesses. 

The report concludes with discussions of some 
policy implications and possible further studies. Two 
policy implications stand out. First, policymakers must 
not concentrate their attention on monetary poverty 
only, as there are many MICS deprivation indices that 
are not correlated with monetary poverty (Figure 1). 
Second, budget allocation into geographical areas, such 
as at the provincial and the regional levels, should take 
into account the areas’ general deprivation situation as 
well as deprivation specific to those areas. As for 
possible further studies, the findings of the report 

suggest that more detailed investigation should be 
conducted regarding those deprivations not related to 
income, and that more in-depth analysis is needed at the 
provincial level, as well as maeso analysis.  

To study the linkages between MICS/CYS non-
monetary deprivation indices with the traditional 
monetary poverty indices we need to combine the 
MICS/CYS data set with the income and expenditure 
household survey data. We chose the SES conducted by 
NSO because it is the flagship data set for calculating 
official monetary poverty in Thailand. The linkages are 
possible at the national, regional, and provincial levels.  

There are potentially many methods to examine 
the links between the number of primary sample unit 
(PSU)-level deprivation from MICS/CYS and income 
poverty from SES. An odds ratio was chosen to 
calculate the links because it is an easy-to-understand 
correlation index. For example, if there is some  
positive relationship between, say, a household’s use of 
solid fuels and income poverty, then income-poor 
households would be more likely to use solid fuels 
when compared with non-poor households. Figure 2 
illustrates the poverty status of the frequency counts of 
households falling into these categories, as depicted by 
A, B, C and D. 

The ratio measures the relative probability of a 
family being deprived, which is the comparison of the 
deprivation probability when that family is poor against 
when it is not poor. An alternative interpretation can go 
the other way around: the odds ratio measures relative 
probability of a family being income poor, compared 
with the case when the family is deprived versus when 
it is not deprived. 

 
Figure 1 Underlying causal factors of child poverty and deprivation 
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Figure 2 MICS 24 deprivation (use of solid fuels), by poverty level 
 
 

 
 
 
 
 
 
 
 

 
 
 

  SES income poor  SES income non‐poor 
MICS deprived  A  C 
MICS not deprived  B  D 

      
Thus, the odds ratio is computed as follows: 

Odds ratio = (A/B)/(C/D) 

If the odds ratio equals 1, then there is no 
probability difference of being deprived and being poor. 
If the ratio exceeds 1, then there is a high probability 
that a poor family is deprived, or that a deprived family 
is poor. When the ratio falls below 1, the probability 
relationship is reversed: a poor family is more likely to 
not be deprived, or a deprived family not poor. In the 
solid fuel example, 14 percent of the income poor 
households indeed used solid fuels while only 2 percent 
of the income non-poor households did. The odds ratio 
therefore is: (14/86)/(2/98) = 7.98. Translated, that 
indicates that the income poor households were about 
eight times more likely to use solid fuels than the non-
poor ones. In other words, deprivation of proper 
cooking fuel had much to do with being income poor. 
The two concepts thus relate quite closely. 
 

 
CHANGES IN CHILD DEPRIVATION DURING 
THE PERIOD 2006-2008 

 
This section reports on changes in the child 

deprivation situation during the period 2006-2008, by 
comparing the indices from MICS 2006 with those 
computed from CYS 2008. The changes can only be 
done for the matched 20 deprivation indices. Two ways 
of making the comparisons are possible, one between 
composite indices of the two years; the other, between 
individual matched indicators.  
 
Changes in composite deprivation indices during the 
period 2006-2008 

 
The procedure for computing composite indices 

is similar to what was done in the 2006 MICS survey. 
As shown in Figure 3, three levels of composite indices 
are computed, namely categorical composite indices, 

household composite indices and provincial composite 
indices.  

The 20 matched variables were classified into six 
subgroups: 

1. Child health – 1 indicator 
2. Environment – 4 indicators 
3. Child development – 6 indicators 
4. Education – 5 indicators 
5. Vulnerable children – 3 indicators 
6. HIV and AIDS – 1 indicator 

The 20 indicator variables in CYS were further 
classified according to their correlations with income 
poverty, as explored previously with the MICS 
counterparts, as shown in Tables 2 and 3. Note that the 
positively correlated CYS indicators are classified by 
their MICS counterparts’ odds ratios (in relation to 
income poverty) equal to or more than 1.5, the reversely 
correlated CYS by odds ratios below 0.75 and the 
uncorrelated CYS by odds ratios between 0.75 and 1.5. 
The 1.5 and 0.75 thresholds, rather than a threshold of 
1.0, was used to account for statistical errors. 

Criteria for determining the severity of the cate- 
gorical composite indices are shown in Tables 4 and 5 
and reflect the new classification of household com- 
posite indicators. 
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Figure 3 Steps for constructing composite child deprivation indices 

 

 

  

 

 

 

 

 

 

Table 2 Number of CYS-MICS deprivation indices, by correlation with income poverty 

  Positively correlated Uncorrelated Reversely correlated  Total
Child health  1 ‐ ‐ 1
Environment  4 ‐ ‐ 4
Child development  4 1 1 6
Education  3 2 ‐ 5
Vulnerable children  1 2 ‐ 3
HIV and AIDS  ‐ 1 ‐ 1
Total  13 6 1 20

Table 3 CYS-MICS indices and odds ratios of MICS indices with income poverty 

MICS 
indices 

Categories/description  Odds ratio  Odds ratio group 
(correlation)

  Child health   
MICS 24  Solid fuels  6.90  Positive 
  Environment   
MICS 11  Use of improved drinking water sources  3.60  Positive 
MICS 12  Use of improved sanitation facilities  3.46  Positive 
MICS 13  Water treatment  1.87  Positive 
MICS 95  Slum household  3.11  Positive 
  Child development   
MICS 46  Support for learning  1.80  Positive 
MICS 47  Father's support for learning  2.97  Positive 
MICS 48  Support for learning: children’s books  3.03  Positive 
MICS 49  Support for learning: non‐children's books 1.53  Uncorrelated 
MICS 50  Support for learning: materials for play  0.70  Reverse correlated
MICS 51  Non‐adult care  2.06  Positive 
  Education   
MICS 52  Pre‐school attendance 1.92  Positive 
MICS 54  Net intake rate in primary education  1.26  Uncorrelated 
MICS 55  Net primary school attendance rate  1.32  Uncorrelated 
MICS 56  Net secondary school attendance rate  2.66  Positive 
MICS 60  Female adult literacy rate (age 15–24)  2.54  Positive 
  Vulnerable children   
MICS 75  Prevalence of orphans 1.21  Uncorrelated 
MICS 76  Prevalence of vulnerable children  1.23  Uncorrelated 
MICS 78  Children’s living arrangements  1.71  Positive 
  HIV and AIDS   
MICS 82  Comprehensive knowledge about HIV prevention among young people 0.81  Uncorrelated 

20 indices

Child health  (1)
Environment (4)
Child development (6)
Education (5)
Vulnerable children (3)
HIV/AIDS (1)

Define severity in 
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Define composite 
index at 

household level

Provincial 
deprivation
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provincial level. For example, Mae Hong Son Province 
shows marked deterioration in child deprivation during 
the period 2006-2008. In 2006, the province did not 
make it into the top 10 most serious problems, but was 
ranked top in 2008. Closer investigation into individual 
MICS indicators shows that Mae Hong Son was worse 
in 14 of 20 indicators, indicating a more systematic 
deterioration rather than short-term limited effects. 

The above finding about Mae Hong Son 
Province has a clear and powerful policy implication, as 
it once again emphasizes the inadequacy of using 
general improvement of child deprivation, as there are 
often areas suffering more from deprivation in spite of 
general improvement. More still needs to be done to 
ensure that these areas get the proper attention from 
policymakers that they deserve. 

Figure 5 Provincial composite child deprivation index, 2006 and 2008 

2006  2008 

  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Weighted index 
Rank  Provinces  2008  Provinces  2006 

1  Mae Hong Son  25.27  Srisaket  24.75 
2  Buri Ram  24.42  Buri Ram  22.73 
3  Nongkhai  21.91  Ranong  22.56 
4  Udon Thani  21.44  Nongkhai  22.23 
5  Loei  21.12  Nan  22.11 
6  Nongbua Lamphu  21.07  Nongbua Lamphu  22.00 
7  Mukdahan  20.98  Kanchanaburi  21.97 
8  Khon Kaen  20.84  Trat  21.94 
9  Chiang Rai  20.84  Roi Et  21.94 
10  Sa Kaeo  20.80  Yasothon  21.84 
11  Mahasarakham  20.64  Nakhon Ratchasima  21.79 
12  Amnat Charoen  20.63  Sa Kaeo  21.78 
13  Yasothon  20.59  Udon Thani  21.75 
14  Srisaket  20.50  Kalasin 21.75 
15  Phetchabun  20.50  Phichit  21.66 
16  Nan  20.08  Mae Hong Son  21.62 
17  Kalasin  20.06  Yala  21.59 
18  Surin  19.99  Mahasarakham  21.50 
19  Lop Buri  19.90  Nakhon Phanom  21.46 
20  Phitsanulok  19.75  Kamphaengphet  21.13 

Source:  Calculated from MICS 2006 and CYS 2008. Thailand Development Research Institute. 
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