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ABSTRACT

This analysis on the implication of government grants on the operation of Mueang
Lamphun Municipality was intended to understand the process of central government’s allocation
of tax revenues and grants to local government agencies. Particularly, it examined the general
financial grants design and the criteria involving work performance indicators. Furthermore, it
assessed whether the received financial resources could be used to attain the efficiency according
to the performance indicators standard. Covered in this study were six municipal governments
including the Mueang Lamphun Municipality and five others in the same category (third class
municipal government). Analysis was performed for each year covering the 2000 — 2006 period
based on the performance indicators for municipality administration proposed by the Thailand
Development and Research Institute (TDRI) to the Department of Local Administration.

In comparison with other municipal governments in the same class, Mueang Lamphun
Municipality was found to attain rather high efficiency in the areas of raising non-tax based

revenue and personal administration in salary payments, but quite low efficiency in term of the



three year averaged investment expenditure—general expenditure ratio. This municipality should
consider a policy revision concerning resource allocation for long term investment.

Based on the aggregate efficiency indicators framework, the overall performance of
Mueang Lamphun Municipality appeared to be an improved efficiency trend but still on moderate
efficiency level compared to the performances of other municipal governments.

The general grant supposed to be allocated to Mueang Lamphun Municipality according
to the calculated result from the formula was lower than the actual allocation. Based on the
indicators, the overall performance and the general grant received by Mueang Lamphun
Municipality tended to move in the same direction with the correlation coefficient value of 0.6661
implying that the general financial grant had a contributive role in improving efficiency.

The study results have led to a set of policy recommendations; the central government
should have a policy to increase municipal governments’ revenues to enable a higher work
efficiency by empowering local governments to collect tax and undertake administration on their
own judicious decisions in the future while the local civic community supervising and monitoring
the works of local administration agencies. Consequently in the performance assessment
framework, higher weights should be given to such relevant factors as administration fiscal and
financial affairs, cost management and investment payback. Any municipal governments doing
increasingly well in these criteria will be entitled to a greater level of per capita financial grants.
The above attempts should provide a solid ground for local governments to learn and become

self-capable of fiscal administration in the future.



