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ABSTRACT

Government sector possesses an important role in the economic system because its
expenditure means the injection of money into the economic system, whereas its taxation acts in
the opposite direction. Moreover, its exercises in fiscal policy can help contribute to economic
stability. Therefore, this thesis will build an econometric model for the Thai government sector
using cointegration and error correction technique of Johansen methodology to estimate the long
run relationship and the short run adjustment to equilibrium so as to predict its financial position.
This study uses the annual data during 1970-1999 period and quarterly data from 1™ quarter of
1993 to 2 quarter of 2000, while the investigation on tax structure is based on annual data only.

The results of the econometric model estimation using the annual data indicate that
government expenditure has long run relationship with national income, government revenue and
GDP deflator. The use of quarterly data in the estimation provides the results that government
expenditure has long run relationship with GDP, government revenue and GDP deflator while the
revenue from faxes in various categories has long ran relationship with tax base representatives.
Other government revenues from property and stock sales, service charges, government enterprise
contripution, and other income based on annual data estimation have long run relationship with

naticnal income and GDP deflator but other government revenues based on quarterly data show




long run relationship with GDP and GDP deflator. Non-budgetary balance based on annual data
has the long run relationship with the GDP and GDP deflator similar to the result of quarterly data
estimation, On public debts based on both annual and quarterly data, it is found that government’s
net domestic borrowing has long run relationship with its net foreign borrowing, domestic lending
to government, and government revenue. Similarly, net foreign borrowing of government based
on annual data and quarterly data-has long mun relationship with government’s net domestic
borrowing, dofﬁestic. lending to government, and government revenue.

The macroeconometric model that uses annual data contains 25 equations and 20
equations of which- have satisfactory simulation results considering from the criteria of Theil’s
mequality coefficient to be below 0.1. Only the remaining 5 equations have poor results because
most of the variables are obtained from identity equations such as pefroleum tax or export tax.
However, these taxes represent small proportion of total tax revenue. For that model using
quarterly data, containing 26 equations, it is found that 17 equations have good simulation resulis
and 9 equations have poor results as they comprise such variables as petroleum tax and export
tax.

The static simulation of error correction mechanism has better result in endogenous
variables than in exogenous. Meanwhile annual data provides better results than quarterly data,
Nevertheless, all equations in general provide satisfactory results taking into account various
statistics values.

The study on tax structure found that the reliance indicator of direct tax is mcreasing
while those of indirect tax and international tax are decreasing, For effort indicator, the indirect
tax has the highest value while the overall tax and direct tax are on increasing trend and
international tax is on decreasing trend.

The constrain( (o this study is the data limitation and therefore the model must use proxy
for real tax base which may not be appropriate. The study on tax structure should also use the real

tax revenue instead of fiscal revenue to yield a better study result.




