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ABSTRACT

This study has the objective to assess the fiscal sustainability in the light of public debts
of Thailand by two methods: 1) assessing the fiscal sustainability by determining the tax
revenues-to-GDP ratios that will contribute to stable levels of public debts and 2) assessing the
fiscal sustainability from the dynamic impacts of public debts on the government’s tax revenues
and primary fiscal balances through the application of Markov Switching regression model that
allows for the analysis of dynamic relationships when the economic system is operating in
different regimes. For the first method, the data were the annual statistics from 1996 to 2011
covering the period of 16 years. For the second method, quarterly data were used from the first
quarter of 1994 to the second quarter of 2011 covering 70 observations.

The study by the first method found that the optimal tax revenues-to-GDP ratio to be
16.6 percent in order to ensure the fiscal sustainability in 1996, the initial year of the
investigation, which is slightly lower than the actual value. This indicated that Thailand at that
time had fiscal sustainability because the government was dynamically capable of getting
adequate revenues to pay for the interest burden from its public debts and hence implying the

sustainable national fiscal status.



The findings from the investigation on the dynamic relationships between public debts
creation in the previous year and tax revenues in the current year revealed that both variables
increased together during the regular economic regime, commencing from the fourth quarter of
2003 onward. On the dynamic impact of public debts creation on the primary fiscal balances, the
study found that during the regular economic regime, after the third quarter of 2004, the previous
government’s public debts increased the current primary fiscal balances. This implied that the
government secured revenues and reduced expenditure in order to finance the repayments of the
debts to stabilize the level of national public debt.

Therefore, according to all results from the analyses, it can be concluded that during the

study period 1994-2011, Thailand attained the fiscal sustainability.



