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Key conditions and 
challenges 
 
COVID-19 struck an economy already 
suffering from several structural weakness-
es, including a slowdown in productivity 
growth, a prevalence of informal, low-
quality jobs, declining labor force participa-
tion, and a rapidly aging workforce. While 
the spread of COVID-19 was successfully 
contained within Thailand’s borders for 
most of 2020, the economic impact has been 
pronounced. Weak global demand, a near 
cessation of international tourist arrivals, 
and domestic mobility restrictions have 
depressed goods and services exports and 
private consumption. Private investment 
has also declined amid continued uncer-
tainty around the medium-term outlook for 
exports and growth. The resurgence of new 
COVID-19 cases that began in December 
2020 has demonstrated the ongoing eco-
nomic risks posed by the pandemic. 
The government has approved a substan-
tial package of fiscal and financial re-
sponses to COVID-19, including cash 
handouts, economic and social rehabilita-
tion measures, and support for small and 
medium enterprises. Overall, Thailand 
has performed relatively well in terms of 
the scale, speed, and targeting of its re-
sponse. But the timely, effective imple-
mentation of these measures – combined 
with progress on vaccine procurement 
and distribution – remains critical to pro-
mote economic activity and protect vul-
nerable households. 

Raising productivity growth and address-
ing labor market challenges will be neces-
sary to secure economic recovery over the 
medium and long-term. COVID-19 has 
exacerbated several of these challenges, 
including by encouraging workers to 
move into agriculture from higher-
productivity sectors, reversing previous 
gains in structural transformation. To 
promote a sustainable recovery, workers 
need to be provided with the skills neces-
sary to move into higher-productivity 
activities, in line with the needs of em-
ployers. Concurrently, fostering competi-
tion can support job creation in higher 
value-added sectors.  
 
 

Recent developments 
 
The economy contracted by 4.2 percent 
(yoy) in 2020 Q4, a smaller fall than the 
6.4 percent contraction in Q3, due to a 
pick-up in private consumption and sup-
port from government stimulus. Howev-
er, exports of goods and services re-
mained weak, with services exports fall-
ing by -74.8 percent (yoy) in Q4 as inter-
national tourist arrivals continued to be 
negligible. The current account balance 
turned negative at -0.8 percent of GDP in 
Q4. While the restrictions imposed in 
response to the second wave of COVID-
19 have been relatively mild, there is like-
ly to have been a negative impact on con-
sumer spending in early 2021.  
The fiscal deficit widened sharply in FY2020 
(year ended September) as government 
ramped up COVID-19 related spending as 
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Sources: World Bank staff calculations and NESDC. Sources: World Bank. Notes: see Table 2. 

Table 1 2020

Population, million 69.8

GDP, current US$ billion 493.4

GDP per capita, current US$ 7069.0

Upper middle-income poverty rate ($5.5)
a 6.2

Gini index
a 34.9

School enro llment, primary (% gross)
b 1 01 .1

Life expectancy at birth, years
b 76.9

(a) M ost recent value (2019), 2011 PPPs.

(b) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:
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part of the approved COVID-19 fiscal pack-
age (equivalent to 6 percent of GDP). As a 
result, public debt has increased to 52 per-
cent at December 2020, up from 41 percent a 
year earlier, though Thailand’s sovereign 
credit ratings remained unchanged (e.g. 
Moody’s: Baa1). The authorities continue to 
implement the remainder of the COVID-19 
response package (equivalent to 3.8 percent 
of GDP), with another round of cash trans-
fers for vulnerable households being de-
ployed from February to May 2021. These 
measures aim to reach 31 million informal 
workers and 9 million formal workers, and 
amount to 1.6 percent of GDP. The Bank of 
Thailand has extended its debt repayment 
and interest reduction measures until June 
2021 to help liquidity-constrained debtors.  
From 2018 to 2019, the poverty rate 
dropped from 8.4 to 6.2 percent (based on 
the upper middle-income poverty line of 
5.5 dollars a day, 2011 PPP). Inequality 
(Gini index) also declined from 36.5 to 35 
percent. These declines were mostly driv-
en by social assistance programs, espe-
cially the expansion of the state welfare 
card programs. However, the COVID-19 
crisis is likely to have reversed part of 
these recent gains with informal sector 

workers and low-income households be-
ing the hardest hit. 
 
 

Outlook 
 
The economy is expected to recover grad-
ually over the next two years, but the 
outlook remains highly uncertain. 
Growth is projected to rebound to 3.4 
percent in 2021 and pick up further to 4.7 
percent in 2022, at which point output is 
projected to return to its pre-pandemic 
2019 level. Assuming that the recent out-
break is successfully contained, and vac-
cine distribution proceeds as planned, 
domestic activity is expected to recover in 
2022. In this context, domestic mobility 
gradually will return to pre-pandemic 
levels while fiscal policy remains support-
ive. However, external demand will re-
cover slowly, reflecting only a modest 
recovery in global goods trade and for-
eign tourism. Foreign tourism will in-
crease in 2022 when borders are assumed 
to gradually reopen. 
Poverty incidence is estimated to have 
increased by around 0.9 percentage points 

in 2020, pushing approximately one mil-
lion additional people into poverty. In the 
baseline scenario of protracted recovery, 
the poverty rate will maintain a down-
ward trend before reaching its 2019 level 
by 2022. Addressing deep-rooted chal-
lenges pre-COVID-19 would help a faster 
decline in poverty. 
With COVID-19 cases still rising globally, 
risks to the outlook are skewed to the 
downside. The recovery could be slow and 
start-stop in nature if the government is 
forced to reimpose stringent lockdowns, if 
vaccine distribution and production is slow-
er than anticipated, or if global activity re-
mains weak. Relatedly, the recovery of the 
tourism sector will depend on when inter-
national borders reopen, and whether hesi-
tation to travel internationally persists.  
Prolonged political unrest could under-
mine consumer and business confidence, 
hindering the economic recovery. It will 
also distract attention from the critical 
policy reforms needed to support recov-
ery and bolster long-term growth. The 
premature removal of fiscal and financial 
relief could disrupt Thailand’s recovery, 
even if the pandemic remains successfully 
controlled in the coming months. 

TABLE 2  Thailand / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 4.1 2.4 -6.1 3.4 4.7 3.9

Private Consumption 4.6 4.5 -1.0 2.6 3.3 3.3

Government Consumption 1.8 -1.7 2.7 3.4 2.3 2.0

Gross Fixed Capital Investment 5.4 3.3 -4.3 4.8 2.2 2.5

Exports, Goods and Services 3.3 -2.6 -18.6 4.4 10.1 6.3

Imports, Goods and Services 8.3 -4.4 -15.7 4.5 7.5 5.0

Real GDP growth, at constant factor prices 4.2 2.4 -6.0 3.5 4.7 3.9

Agriculture 5.0 2.0 -2.1 1.2 1.2 1.2

Industry 2.7 2.6 -7.2 4.2 3.9 3.9

Services 5.0 2.3 -5.6 3.3 5.6 4.2

Inflation (Consumer Price Index) 1.1 1.1 -0.9 1.0 1.1 1.3

Current Account Balance (% of GDP) 6.5 5.0 1.0 1.5 3.8 6.2

Net Foreign Direct Investment (% of GDP) -0.2 0.1 0.2 0.5 0.5 0.4

Fiscal Balance (% of GDP) -0.7 -1.1 -5.9 -6.5 -3.1 -2.6

Debt (% of GDP) 42.2 42.5 51.1 54.4 53.4 52.3

Primary Balance (% of GDP) 0.3 -0.1 -4.7 -5.3 -2.0 -1.6

International poverty rate ($1.9 in 2011 PPP)a,b 0.0 0.1 0.1 0.1 0.1 0.1

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 0.5 0.3 0.4 0.4 0.3 0.3

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 8.4 6.2 7.1 6.6 5.9 5.4

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on EAPPOV harmonization, using 2014-SES and 2019-SES.Actual data: 2019. Nowcast: 2020. Forecast are from 2021 to 2023.

(b) Projection using annualized elasticity (2014-2019)   with pass-through = 0.7 based on GDP per capita in constant LCU. 


