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Executive Summary

Building Mega Projects: How to maintain economic stability?

The government’s Mega Projects have been the “talk of the town” since their
initiation. Those who support claim that public investment has been decelerating
since the crisis and the infrastructure investment are necessary in order for Thailand to
develop long-term competitiveness among her neighboring countries. Amidst the
current economic slowdown, the mega projects will boost the economy for the better.
Nevertheless, with the challenge of persistent current account deficits due to the
skyrocketing oil price, imports from the mega projects will further pressure the
current account and other external stabilities.

The analysis finds that the full investment in the projects will stimulate growth
while causing the current account to exceed 3.0 percent of GDP during the average
five-year span. Additionally, the external debt to GDP is anticipated to gradually rise
and finally exceed the 40 percent criteria. However, fiscal sustainability expects to be
successfully achieved.

Despite short-term economic fragilities, these infrastructure investments will
enhance Thailand’s productivity, lower oil dependency, and eventually leads to the
structural change for the economy in the long run. These will eventually contribute to
sustainable supply-side growth. Therefore, in pursuing long-term sustainability, the
government will need appropriate macro policy mixed to monitor the stability of
overall economy along the project implementation in the medium-term.

On the project financing, impact on liquidity in the banking system should
gradually decline. However, the process depends on types of financing and degree of
import content. Moreover, the efficient financing plan will support financial market
development, which will gradually help reduce cost of financing in the long run.

The suggestions are that the government should implement the projects along
with aiming to maintain economic stability. In this case, the projects’ sizes may need
to be reconsidered in order to allow for cushion in absorbing additional shocks.
Additionally, policies to stimulate savings should be pursued to narrow saving-
investment gap, or the current account deficits. The government should also have a
clear financing plan with the well-diversified financing types, instruments and
maturities to avoid bunching of debt repayment in the future. In addition, the
government should be flexible to the financial changes from globalization that might
affect financing behaviours of the public sector as well as try to reduce uncertainties
in the projects to boost investors’ confidence. Under these circumstances, efficiency
of investment management along with transparency and good governance should be
emphasized to ascertain that each project is truly beneficial to the economy and
society.
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