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Abstract

The objectives of this study were 1) to analyze the external debt servicing capacity of
Thai government 2} to project the appropriate fiscal policy on debt management. The
hypothesis of this study was that Thai government was likely to face debt servicing difficulties.

The methodology of this research was done in 2 parts. The first part was for the
movement of 22 indexes that indicated the external debt servicing capacity during 1984 — 2000.
The second part was for analyze fiscal policy of Thai government. The primary and secondary
data used in this study were obtained from related researches and from interviewees who were
academic macro-economist and fiscal policy government officers.

The major findings can be summarized as follows :

1. Thai government still had debt servicing capacity because level of debt service ratio by
external income from goods and services trading in each year could be controlled and managed in
the criteria of not over 9%. However, it was predicted that Thai government was likely to

encounter with the debt servicing difficulties in the future due to the consideration aspects.



1.1 The external debt burden in the government budget and the external debt loans tended
to increase.

1.2 The level of debt service ratio tended to increase so much that it was close to the level
of ceiling. |

1.3 The decrease of export growth rate from 2001 to present would affect the income
for the external debt paying ability.

2. The appropriate fiscal policy on external debt management should be proper and
useful for the external debt servicing according to these following aspects :

2.1 Decrease the ceiling of external debt plan and concentrate productive public
expenditure projects, generate foreign currencies and promiote long run inter-competability of the
country.

2.2 Swap debt in the way that would be useful for the external debt burden and Thai
government’s debt service capacity in the future. In order to make debt structure more flexible.

2.3 Refine or improve public debt management law for the efficiency of debt
management.

3. Increase government revenue by re-structuring and enlarging tax base, improving
taxation effieciency, innitiate property tax, and privatizing public enterprize would be the positive
factors for the external debt servicing capacity of Thai government.

The external debt servicing capacity analysis should cover the trend of export, capital
flow, risk from exchange rate and potential or ability of internal manufacturing sector which

would affect to build-up national income.



