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ABSTRACT

The study of the role of government expenditure on the macroeconomic variables in
Thailand aims to analyze the features and structure of Thai Government Expenditure and to
determine the impact of the change in government expenditure on the macroeconomic variables
of the Thai economy namely Gross Domestic Product, tax revenue, interest rate, private
consumption and private investment. The general equilibrium macroeconomic model is used by
applying cointegration and error correction technique of Johansen and Jeselius. Data used are
sec;ondary data in quarterly pattern from the 1™ quarter of 1993 to the 1* quarter of 2006.

The analysis of Thai government expenditure structure by using the proportion per
expenditure budget show that the highest proportion of expenditure classifying by the Program
classification goes to Ministry of Education, by the Organization classification goes to Social
Mission, by the Object of Expenditure classification is officers salaries, by Economic
classification is regular expenditure and by function goes to the community and social services.

These results indicate that the government expenditure aim to develop human resource.



The empirical evidence of the role of government expenditure on the macroeconomic
variables in Thailand using cointegration and error correction method shows that all variables that
have tested by Augmented Dickey-Fuller Test are stationary with the same order of integration
{I(1)]. The results also reveal that the government expenditures has a long-term effected on Gross
Domestic Product the most, followed by private investment, private consumption, tax revenue
and interest rate, respectively. An increase in government expenditure of 1 million baht leads to
increase gross domestic product by 2.4788 million baht, private investment by 0.86973 million
baht, private consumption by 0.59310 million baht, tax revenue by 0.16671 million baht and
interest rate by 0.00004880 percent. In addition, the results of show that all of the
macroeéonomic variables have an adjustmient process from short-run deviation to long-run
equilibrium. Moreover, the results indicate that only government expenditure variable has

short-run effect on private investment.



