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An analysis of Thai government ;expenditures demonstrates

that they expanded rapidly between 1900 and 1969, due pri-

marily to rising prices and the extension of government

functions, particularly during the post-war period. In con-

trast, the war effect had little influence on the growth

of expenditures.

During the period under study, Thai government expend-

itures were devoted largely to general, social, and economic

services, with emphasis on transportation and communication,

defense, agriculture, and education. Current expenditures

(for defense, education, etc.) represented a higher percent-

age of total government expenditures than did capital

expenditures (for public construction, social services, etc.).

In general, the case of Thailand indicates that levels of

government expenditure were higher in conjunction with

greater emphasis on economic and social development.
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INTRODUCTION

In a mixed regulated and private enterprise economy

like that of Thailand, the public sector heavily influences

economic activity because the government can directly or

indirectly affect the market mechanism (e.g., through

government monopoly on production or tax incentive policy).

It is now generally accepted that the task of attaining a

steady and rapid rate of economic development should be the

responsibility of the government, and the role of govern-

ment in this regard is especially important in most develop-

ing nations.

Although government expenditures in many countries

have risen dramatically in the past few decades, the in-

terest of economists in public finance has been directed

primarily toward the analysis of revenue and taxation.

Government expenditures have received far less attention

from economists because of the inadequacy of the theory

of public expenditure. Recently, however, as a result of

the broadening impact of the public sector upon the

economy, some scholars have studied the behavior of govern-

ment expenditures through the use of empirical data and

historical facts in order to arrive at generalizations

concerning expenditure trends. Hence, several studies

x



dealing with the behavior of government expenditures in re-

lation to level of economic development and time-pattern of

growth have been attempted.'

Statement of the Problem

In this paper the results of these studies are tested

and applied to the case of Thailand, The present investi-

gation attempts to discern the patterns of Thai government

expenditures, to uncover and clarify facts about the growth

and purposes of government expenditures and the burden of

financing those expenditures, and to compare Thai govern-

ment expenditures with those of other countries at the

same stage of economic development.

Importance of the Study

Government has become a major planner of national de-

velopment in Thailand, and at the same time the country

needs more development and capital investment. Therefore,

'Studies that have specifically examined the relation-

ship between public expenditures and level of economic de-

velopment are A. M. Martin and W. A. Lewis, "Patterns of

Public Revenue and Expenditure," The Manchester School of

Economic and Social Studies, XXIV~(September, 1956), 203-

244); H. T. Oshima, "Share of Government in Gross National
Product in Various Countries," American Economic Review,

XLVII (June, 1957), 381-390; S. P. Gupta, "Public Expendi-
ture and Economic Growth: A Time-Series Analysis," The

Journal of Public Finance, XXII (September, 1967), 423-461.

A study concerned primarily with the time-pattern of growth

of government expenditure in individual countries is A. T.

Peacock and Jack Wiseman, The Growth of Public Expenditure

in the United. .ingdom (Princeton, New Jersey,'Princeton
University Press,196).

xi



the importance of this study lies in its analysis of facts

about the patterns of Thai government expenditures in order

to suggest means of achieving the proper management of ex-

penditures so that they can be used as an economic tool for

accelerating the rate of national growth..

Scope and Organization of the Study

The present study focuses mainly on the sample years

(1960-1969) following the establishment of the Budget

Bureau in Thailand in 1960. As in all research, however,

certain conceptual and statistical problems affect the

investigation; these are explained in Chapter II.

Chapter I deals with the theory of public expendi-

ture, and Chapter II discusses the history of the budgeting

process in Thailand in order to provide background informa-

tion on budgeting methods and how the actual government

expenditure data to be analyzed in the following chapters

originated. Chapter III presents historical data about

trends in government expenditures in Thailand from 1900 to

1969. The statistics from 1900 to 1960 refer to fiscal

years that coincide with the calendar year, but the sta-

tistics from 1961 to 1969 refer to fiscal years running

from October 1 to September 30. Chapter IV is concerned

with the patterns of Thai government expenditures for the

period 1960-1969, and, finally, Chapter V offers the con-

clusions derived from the research.

xii



CHAPTER I

THEORY OF PUBLIC EXPENDITURE DEVELOPMENT

Government, which represents the public sector, is a

major entity in economic systems. Governments are given

the responsibility for formulating and enforcing the rules

that will permit social organizations to function smoothly,

but they do more than merely make rules. Governmental

units provide the people with many kinds of services other

than those of law enforcement. For example, the govern-

ment organizes national defense, supplies public services

(such as transportation facilities, public education, and

public health), maintains internal and external peace, and

so on. In addition to these functions, governments have

found themselves to be increasingly concerned with fiscal

activities that involve direct money payments to relatively

large groups within the economy. These payments are not

made in exchange for goods and services and are called

"transfer payments."

Although governmental units produce commodities and

services, decisions about what to produce, how much to

produce, and how to produce are not always made on the

basis of market conditions; rather, they are frequently

made as a result of public discussion, legislative

1
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processes, or administrative action. The proper scope and

size of government are dependent on many factors. Some

goods and services, such as the provision of education,

national defense, maintenance of internal peace, and the

like, provide benefits so broad that no individual or

group can be expected to bear all of the costs of providing

them. Therefore, the distribution of these services is ac-

complished by government.

The heavy tasks of government are clearly represented

in the high totals of government expenditures; attendant

upon these issues are the problems of determining the

proper scope of government and the patterns of government

expenditure. Considerable discussion and analysis have

been devoted to both of these topics.

The Role of Government in the Economy

Before the twentieth century, economists did not be-

lieve that a theory of public expenditure was necessary

because the scope of governmental tasks was limited. The

functions of government were restricted almost entirely to

some preconceived minimum, comprising expenditures con-

nected with the services of debts, national defense, and

administration. In An Inquiry into the Nature and Causes

of the Wealth of Nations (1776), Adam Smith assigned only

a narrow field of activity to government and identified

its role in this manner:

.,
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According to the system of natural liberty, the

sovereign has only three duties to attend to; three

duties of great importance, indeed, but plain and

intelligible to common understandings : first, the

duty of protecting the society from the violence and

invasion of other independent societies; secondly,

the duty of protecting, as far as possible, every
member of the society from the injustice or oppres-
sion of every other member of it, or the duty of
establishing an exact administration of justice;
and, thirdly, the duty of erecting and maintaining
certain public works and certain public institutions,
which it can never be for the interest of any indi-

vidual, or small number of individuals, to erect and

maintain; because the profit could never repay the ex-

pense to any individual or small number of individ-

uals, though it may frequently do much more than
repay it to a great society.1

The writings of English and French political econo-

mists in the nineteenth century were consistent with

Smith's ideas, and they presented the following priorities

for government functions.2

1. The responsibility for national defense should

lie with the government only.

2. Provision of public services such as education,

transportation, irrigation, and social welfare was the

second important function of government. The govern-

ment was justified in becoming involved in these activities

to whatever extent necessary.
3

'Adam Smith, The Wealth of Nations, Book IV, Chapter

IX, edited by Edwin Cannan (NewaYork, The Modern Library,
1937), Vol. II, pp. 184-185.

2G. F. Shirras, Science of Public Finance, 3rd ed.

(New York, Macmillan and Co. Ltd., 1936), Vol. I, p. 54.

3Ibid., pp. 119-138.
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In the twentieth century, the involvement of govern-

ment in social matters--e.g., education, health, and the

like--and in economic matters has expanded both inten-

sively and extensively. Adolph Wagner, an economist seek-

ing the causes of this increased government activity,

formulated his famous "law of increase of state activi-

ties." In Wagner's words, as quoted by Peacock and Wiseman,

The law (of increasing state activity) is the
result of empirical observation in progressive coun-

tries, at least in Western European civilization;
its explanation, justification, and cause is the
pressure of social progress and the resulting changes

in the relative spheres of private and public economy,

especially compulsory public economy. Financial
stringency may hamper the expansion of state activi-
ties, causing their extent to be conditioned by

revenue rather than the other way round, as is more

usual. But in the long run the desire for develop-
ment of a progressive people will always overcome
these financial difficulties.4

After careful study of expenditure in various countries,

American economist F. S. Nitti agreed with Wagner's theory.

Taylor says of Nitti, "He concluded that centralized and

decentralized governments, warlike and peaceful nations,

large and small nations, show essentially similar tenden-

cies toward marked increase, particularly during the nine-

teenth century. "5

4A. T. Peacock and Jack Wiseman, The Growth of Public

Expenditure in the United Kingdom (Princeton, New Jersey,
Princeton University Press,1i961), p. 17.

5Philip E. Taylor, The Economics of Public Finance,

3rd ed. (New York, Macmillan Company, 1961 7p.38.
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In short, it can be said that the role of government

is increasing in both scope and importance, and the people's

opinions of government have also changed. People expect

the government to assume more responsibilities, and, at the

same time, they expect government's efficiency to increase.

Thus, the overall duty of government is to help the society

and the economy to realize their accepted goals. The goals

most commonly accepted in Western society are

1. Maximum individual freedom of choice;

2. Optimum levels of living in terms of available

resources and consumer and factor-owner preference;

3. Attainment of the desired rate of economic growth;

4. Distribution of income in conformity with cur-

rently accepted standards of equity.'

Needs for Government Expenditures

This study of government expenditure will be facili-

tated by a preliminary review of the reasons why government

has undertaken various activities--or the reasons why ex-

panded government expenditures have been considered neces-

sary--based on Musgrave's classification of the allocation,

commercial, redistribution, and stabilization functions of

government.'

6John F. Due, Government Finance, 3rd ed. (Homewood,
Illinois, Richard D. Irwin, Inc., 1963), p. 7.

7 R. A. Musgrave, The Thecry of Public Finance (New
York, McGraw-Hill Book Co., Inc., 1959).
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Allocation Functions8

Benefits of some activities accrue, in part or in

their entirety, to the community at large rather than

separately to individuals, although specific individuals

cannot be excluded from those benefits. In other words,

these activities are not divisible into units that could

be sold to individuals. National defense, for instance,

benefits the society as a whole; it could not be sold to

some individuals and not to others. Because they are not

divisible, these services cannot be produced by the private

sector. If they are to be provided at all, government must

furnish them.

Other groups of activities do benefit individuals and

could be carried out by the private sector. Society real-

izes, however, that people could gain more of the benefits

accruing from such activities if they were carried out by

both government and the private sector. Education is an

example. This activity results in public and private bene-

fits. Education can create external economies in that, when

an individual attains a high educational level, his income

will probably also be higher and he is likely to be a bet-

ter citizen. High levels of education also bring advan-

tages to society in the form of more rapid economic growth

and greater political stability.

8lbid., pp. 6-16.
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Some types of economic activity create external dis-

economies; that is, if production were left in private

hands, it might be excessive (e.g., production of alcoholic

beverages or narcotics). The function of government in

such cases is to curtail the use of these goods by pro-

hibiting or regulating their production and consumption.

These examples of allocation functions indicate that,

when the market cannot function properly or thoroughly,

government takes some action in order to assist in allo-

cating resources in a more efficient or socially desirable

manner.

Commercial Functions9

It is generally assumed that the private sector can

produce more efficiently than government because of the ef-

fective stimulus provided by the profit motive. Under some

conditions, however, the government may produce more ef-

ficiently than private entrepreneurs because it can pro-

vide public services to users without a direct charge.

The savings are due primarily to the elimination of the

costs of collecting charges from users. The administra-

tive expenses attendant upon levying and allocating the

taxes used to finance such activities are likely to be

much less than the cost of gathering charges from users.

"Ibid., pp. 16-17.
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For example, if highways were provided by the private sec-

tor, the costs of collecting tolls would far exceed the

present cost of collecting property taxes and special

assessments to finance highway construction and mainten-

ance.10

Redistribution Functions' 1

A major portion of government activity has been under-

taken in order to increase the relative economic well-being

of certain segments in the economy, particularly low-income

groups. For example, if aged persons do not have sufficient

income to allow them to maintain even a minimum standard

of living, government can provide a pension fund for the

elderly. Some redistribution effects also arise from the

allocation functions of government. Public education, for

example, especially benefits low-income groups.

Stabilization Functions 1 2

Government has increasingly focused on the task of

gaining greater economic stability and more rapid and con-

sistent economic growth. The market economy, in a private

enterprise system, cannot provide full employment of re-

sources or maintain a stable price level in certain periods.

0O. H. Browley and Walter W. Heller, "Highway Develop-
ment and Financing," American Economic Review, XLVI (May,
1956), 232-251.

"Musgrave, pp. 17-20. " 2Ibid., pp. 22-24.
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No single business firm can take action to bring about re-

covery and full employment. Accordingly, in order to ac-

complish these goals, the government must undertake activi-

ties such as controlling the rate of credit expansion or

appropriate fiscal policies.

Factors Accounting for the Growth of Public
Expenditures

Governments spend more money now than they did several

years ago because they have more functions and carry them

out at higher levels. A number of factors are responsible

for the increase in public expenditures. The five princi-

pal ones are described below.) 3 ,

1. Increases in public expenditure result from in-

creases in price. Wages and salaries must be raised when

the price level rises. Since the government has to buy

goods and services as before, the cost of public works

also increases during a period of rising prices. A rise

in price not only causes an increase in the cost of govern-

ment but also tends to cause redistribution, with the bur-

den falling more heavily upon those who are adversely af-

fected by the rising prices. When prices fall, government

costs lag behind the general decline. New projects under-

taken during the preceding period of rising prices and

higher expenditures for salaries in the civil services

"3As outlined by Shirras, pp. 48-53.
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are continued through the succeeding years of depression,

and it is usually found to be impossible for government to

return to its former level of expenditure.

2. Increases in population and expansion of the geo-

graphic area served by government would be expected to

raise total public expenditure. When the area under the

jurisdiction of an individual governmental unit is extended,

the greater the area, other things being equal, the greater

the expenditure.

3. The greater complexity of government is another

factor leading to increased expenditures. Public authori-

ties are increasing their activities everywhere, performing

old functions more extensively and undertaking many new

ones such as housing and pensions for the elderly. In

consequence, public expenditures have increased more ra-

pidly than the national income.

4. Increases of public expenditure also result from

increases in national wealth, rising national income, and

a higher standard of living. As the standard of living of

individuals increases, a demand is created for greater

public conveniences such as better roads, better schools,

and better public buildings. People are no longer con-

tent with the facilities provided for them in the past.

The increasing complexity of the social structure made it

the duty of both central and local governments to increase

r . _
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their responsibilities, and heightened social complexity

forced an increase in public expenditure.

Two principles regarding the extent of public expendi-

ture in relation to national wealth and income may be

stated.' 4 In the first place, the greater the per capita

wealth and income of a community, the greater will be the

scope of its public expenditure. In particular circum-

stances, when certain services are needed in the community,

the government should take action itself, not because pri-

vate enterprises cannot provide those services effectively,

but because they will not. Second, the greater the in-

equality of wealth and income in a country, the greater

will be the field of government expenditure. In cases

where the income of a large proportion of the people is

low additional responsibility falls on the government to

put forward social expenditures for health, education, and

other services that in the long run will raise the earning

power of the population as a whole. The extent of this

public expenditure will vary, not merely from country to

country, but also according to the progress and changes

that occur within each individual nation.

5. War has been the most important factor in pushing

public expenditure upward. Maintenance of a peacetime

military establishment and paying for some of the

"As outlined by Shirras, pp. 50-51.
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consequences of previous wars--for example, military pen-

sions or veterans' aid and medical care--have accounted

for a large percentage of total public expenditure.

Optimum Level of Government Activities

What rules might indicate the recommended scope of

government activities and expenditures? Devising a rule

for the optimum level of government activity is a rela-

tively simple task, but the application of such a rule is

difficult. Yet, the development of a rule is desirable, for,

although it is rather difficult to use in practice, it can

provide a basis for planning expenditure programs. 15

Optimum Level of Allocation Activities

The equality of marginal social cost (MSC) and marginal

social benefit (MSB) is the rule of optimum level of re-

source allocation for both private and government sectors.
1 6

As applied to government, activity should be carried up to

the point where its MSB is equal to its MSC. For each

level of activity, government should take into considera-

tion both the activity's benefits and its cost in the form

of sacrifice of privately-produced goods.

'5 Francis M. Bator, The Question of Government Spend-
in (New York, Harper & Brothers Publishers , 96O, pp.
2-3.

"Kenyon E. Poole, Public Finance and Economic Welfare
(New York, Rinehart & Company, 1956),pp. 44-45.

Flowbomp"N",- 1-1-01 - I I --- - I - I I OWNWAN
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Optimum Level of Redistribution Activities

The redistributive or transfer activities of govern-

ment do not involve the direct use of resources but shift

purchasing power from one group to others. Thus, the op-

timum level must rest on the pattern of income distribu-

tion that is regarded as most equitable in the society.

Government can reduce the inequality of the pattern of

income distribution by making the tax system more progres-

sive and developing various security programs.

Public Expenditures and Developing Economies

An accelerated growth rate of capital formation often

has high priority, but in developing countries levels of

income and saving are low. The marginal propensity to

consume is high, and most of the little saving that occurs

among the people takes the form of holdings in precious

metals and idle cash on hand. The developing countries

are thus caught in a vicious circle. In order to break

out of it, they have been obliged to call upon taxation

policy and government development programs in order to

raise the growth rate of capital formation. In developing

countries, it is clear that the financial burden of expendi-

ture for the provision of social overhead capital must be

borne by the government to a large extent. The construc-

tion of social overhead capital by government creates
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external economies to increase capital formation and pri-

vate investment.

Expenditure or investment in education and health is

usually made by government because this type of investment

yields long-run returns. Similarly, transportation and

power projects require the investment of large amounts of

funds. These government investments will provide the eco-

nomic environment needed to increase private investment.

These conditions and circumstances indicate why

government in developing countries must play a central

role in the capital formation process and why the tax sys-

tem in these countries must be strengthened to yield ade-

quate revenue. Government investment in social overhead

capital makes two essential contributions to economic de-

velopment:

1. Investment in highways, power projects,

irrigation, and the like provides the necessary
economic environment--external economies--needed
to make private investment more attractive.

2. Large-scale improvements in health, edu-

cation, and training expand productive capacity
by enlar ing the worker's fund of knowledge and
skills.'

'7W. W. Heller, "Fiscal Policies for Underdeveloped
Countries," Readings on Taxation in Developin Countries,
rev. ed., editedbyR. M. Bird an~.ldman(Baltimore,
The Johns Hopkins University Press, 1964), p. 9.



CHAPTER II

GOVERNMENT EXPENDITURES AND THE BUDGETING

PROCESS IN THAILAND

This chapter provides a preliminary exploration of the

basic pattern of budget policy in Thailand, including both

historical developments and the budgeting process itself,

that will lead to a consideration of government expendi-

tures. This order of discussion is taken in accordance

with J. H. Adler's statement that "Public expenditure policy,

in its qualitative and quantitative aspects, is reflected

and recorded in the government budget. Therefore, any sys-

tematic discussion of government expenditure must start

with an account of the process of budget preparation."'

Historical Background

The first prerequisite for an analysis of the budget-

making process is a definition of the word "budget." A

budget is an account or financial report which features

the government's receipt and expenditure plan. "The word

'J. H. Adler, "Public Expenditure and Economic De-

velopment," Fiscal Policy for Economic Growth in Latin
America, Joint Tax Program ofE te Organization of American
States (Baltimore, Johns Hopkins University Press, 1962),

pp. 138-139.
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was first introduced in Thailand in 1890 by King Chula-

longkorn (Rama V) and appeared in the Procedure Act for De-

partmental Disbursement of Money. This Act expressed asim-

ple process of budget-making and the responsibility of the

Ministry of Finance."2 Before Thailand's 1932 revolution,

the king was empowered to draw up the national budget, but

in practice he delegated this job to a councilor, while the

responsibility for the actual preparation and administra-

tion of the budget was given to the Royal Treasury. The

final version of the budget, however, still required the

king's approval.

Subsequent to the alteration of Thailand's government

from an absolute to a constitutional monarchy, two budget

reforms were implemented, the first in 1933 and the second

in 1959. In 1933, Thailand's budget was modified in re-

sponse to the changes that had occurred in the form of the

country's government. The elected Parliament was authorized

to approve the budget, and many improvements were made in

its structure through increased detail in budgetary docu-

ments for expenditures and revenues.

The budget reform of 1959 was enacted following sug-

gestions made by fiscal experts from the Public Administra-

tion Services (PAS), who had been sent to Thailand by the

2 Paisarn Chaimongkol, The Budget (Bangkok, The Budget
Bureau, 1969), p. 1 (Thai).

__ _ _,.
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U.S. government to aid in improving the country's fiscal

administration. This reform modernized Thailand's budget

system in terms of both organization and budget-making

procedure. Under the provisions of the Budget Procedure

Act of 1959, the Budget Bureau was established within the

Office of the Prime Minister and took over responsibility

for the budget-making process from the Ministry of Finance.

In addition, the old Budget Procedure Act was abolished

and superseded by the 1959 Act.

The word "budget" is commonly used to refer to a "con-

ventional" or "line-item" budget, in which expenditures are

classified according to their administrative units, listed

line by line, and controlled item by item. Appropriations

are classified on the basis of expenditures (e.g., personal

services, supplies and equipment, and the like). For

example, the Department of the Comptroller-General in Thai-

land has categorized the expenditures of each administrative

unit into salaries, ordinary expenditures, and extraordin-

ary expenditures.

As Adler points out, however,

. . . This budget method is not sufficient to assure
the coordination of public sector operation with the
development efforts of the economy as a whole,
whether these efforts take place within the frame-
work of a development plan or program or not. Its
limitations have become more obvious in recent
times as government budgets have grown in size and
complexity and attempts have been made to remedy
these deficiencies . .

m
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In recent years, new methods of budget classi-
fication have been devised which are particularly
useful for developing countries.'

Therefore, in 1960, Thailand introduced a new method of

budget classification: the functional and performance

budget. Three methods of classification for government ex-

penditures have been utilized since the Thai budget system

was modernized: (1) functional classification, (2) economic

categories, and (3) classification by agency. Adler states,

"The functional and performance budgets are . . . of par-

ticular usefulness for the improvement of public expendi-

ture policies and for the preparation of public expenditure

plans as part of a development program."'

1. On the functional level, government expenditures

were classified by specific functions, such as defense,

education, economic services, and so on. The United Nations

Manual for Economic and Functional Classification of Govern-

ment Transactions suggests four main categories for func-

tional classification, all of which have been adopted in

Thailand:

a. General services, comprising general administra-

tion, defense, justice and police, and others;

b. Social services, comprising education, health, so-

cial security and special welfare services, and others;

3Adler, pp. 138-139. "Ibid., P. 139.
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c. Economic services, comprising agriculture and

non-mineral resources, transportation and communication,

and others; and

d. Unallocatable expenditures, covering all expendi-

tures which cannot be allocated to particular services or

categories as defined in the scheme.
5

2. In the economic budget classification, Thai govern-

ment expenditures were categorized as current expenditures,

capital expenditures, and transfer payments. Current ex-

penditures included payments on goods and services and

transfers to local governments. Capital expenditures in-

cluded expenditures to accumulate capital assets, capital

transfers to local governments and other domestic sectors,

direct loans or advances to local governments and other

domestic sectors, and the purchase of financial assets.

Transfer payments were monies transmitted by the central

government to local governments in such forms as interest

payments and subsidies.

3. The last type of classification used for govern-

ment expenditures in Thailand was categorization by agency.

This method shows how much each individual agency spends.

5United Nations, Department of Economic and Social

Affairs, A Manual for Economic and Functional Classifica-

tion of Government Transactions(New York, United Nations,

1958), p. 63.
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The Modern Budgeting Process in Thailand6

This brief review of the Thai budgetary system's his-

torical development presented here leads to a considera-

tion of the modern budgeting process in Thailand subsequent

to the reforms of 1959. That process may be divided into

three steps: budget preparation, budget resolution, and

budget execution.

Budget Preparation

Under the provisions of the Budget Procedure Act of

1959, budget preparation was placed under the authority of

the Cabinet. The Prime Minister discusses government

revenues and expenditures with the General Director of the

Budget Bureau, the agency which prepares the annual budget

for the coming year (October of the current year through

September of the following year). Government agencies and

state enterprises first submit plans and projects with es-

timated expenditures for the coming fiscal year, and the

Budget Bureau then determines the budget ceiling for each

agency by early February of the current fiscal year. The

budget ceiling is submitted to the Prime Minister and, if

he approves, he submits it to the Cabinet. Cabinet

6The details of the modern budgeting process in Thai-
land have been translated and summarized from Chaimongkol,
pp. 18-22.
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approval of the ceiling should be granted by the end of

February.

From the end of February to May, the Budget Bureau,

with the cooperation of the administrative agencies in

question, reviews the details of the estimated expendi-

tures. During this period, those estimates are either de-

creased or increased, depending on the operational priori-

ties of the various projects and services.

In July, the budget documents are prepared by the

Budget Bureau, and it submits the annual budget appro-

priation to the Cabinet. In the Thai budgetary process,

an annual budget for government expenditures must be

prepared so that it may be approved by the Legislative

Assembly.'

Budget Resolution

The annual budget is submitted to the Legislative As-

sembly, which forms a commission to review the budget appro-

priation bill. The consideration of the bill passes through

three readings. In the first reading, the bill is dis-

cussed and accepted in principle; in the second reading,

the Budget Review Commission examines the details of the

'In the absence of a Legislative Assembly when a
revolutionary party is in power, the Executive Council of
the revolutionary party appoints a Budget Scrutiny Com-
mittee to study and approve the budget appropriation.

.. : :.irr+. .e,... _. .- 'T -'.. ... .:a liszw., ':. :-. .r ,..: +wW. ru- :=_rT r:r,,,' - - .... ,- ..
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bill; and in the third and final reading, the Assembly

passes the bill as the authorized budget for the coming

fiscal year. The consideration of the annual budget ap-

propriation by the Legislative Assembly lasts for approxi-

mately two months, and the Assembly issues the budget ap-

propriation bill in September. If no bill is passed by

that time, however, the government may continue to use the

previous budget until a new one is approved. For example,

if the budget appropriation bill of 1984 is not passed by

September, the government will announce a temporary exten-

sion of the budget appropriation bill of 1983.8

Budget Execution

When the annual budget is passed, government agencies

and state enterprises must secure allotment authorization

from the Budget Bureau before they begin to spend the funds

appropriated for their use. At the present time, the Bud-

get Bureau divides allotments into three installments,

each covering a period of four months. For central adminis-

tration, the Director-General of the Treasury Department

authorizes payments from the government account; for

'In such an extension, a salary item expenditure
may not exceed the budget appropriation for the salary
item in the previous year's budget, and an expenditure for
material and supplies may not exceed half of the budget ap-
propriation for material and supplies in the previous year.
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provincial administration, the governor of the province

authorizes payments.

After government agencies have spent their allotments,

they must submit documented records of expenditures to the

National Audit Council Secretariat. Upon completing its

audit of these documents, the Council prepares and submits

an annual report to the Cabinet and the Legislative Assem-

bly at the end of the fiscal year.' In addition to the

regular budget, the government may submit a supplementary

appropriation bill to the Assembly when it finds it neces-

sary to spend money in excess of the amounts authorized in

the annual allocations. The disbursements made under a

supplementary budget are subject to the same rules and

regulations that are applied to the annual budget. 1 0

This survey of the budget-making process in Thailand

makes clear that the budget is a plan of government expendi-

ture. Whether patterns of government expenditure are pre-

sented in appropriation form depends upon budgetary policy

and the budget-making process itself. Therefore, achieving

suitable patterns of government expenditure is contingent

upon the improvement of budgetary policy.

9The Budget Bureau, Office of the Prime Minister,
Budget in Brief (Bangkok, The Budget Bureau, 1966), pp
10-13.

' mIbid., p. 13.

i mill Im.
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Sources of Data on Thai Government
Expenditures

Data on government expenditures in Thailand were

originally recorded in the Department of the Comptroller-

General, and many agencies compiled these data, such as

the Bank of Thailand and the National Economic Development

Board. The data on government expenditures that appear

in the following chapters of this paper were obtained from

several sources. The historical data on government ex-

penditures from 1900 to 1969 presented in Chapter III

came from the Department of the Comptroller-General, and

the data for the period from 1959 to 1969 in Chapter IV

were derived from two sources, the Bank of Thailand and

the National Economic Development Board (NEDB).

Data from the Department of the

Comptrolle2-General

The Department of the Comptroller General was formerly

the agency to which every ministry and government body was

required to report its receipts and expenditures. The

government expenditures of this department were those

for central and local governments and state enterprises,

accounted by fiscal year. These government expenditure

data were compiled and recorded in the Department of the

Comptroller-General's Report of Government Revenue and

Expenditure of the Kingdom of Thailand. All government

expenditures were classified by ministry.
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Data from the Bank of Thailand

The data obtained from the Bank of Thailand covered

only central government and state enterprise expenditures,

excluding expenditures financed by foreign loans and

grants. The Bank of Thailand collected these data from

the Department of the Comptroller-General, classified

government expenditures by functions and economic cate-

gories, and recorded and itemized them by fiscal year. The

data were then recorded and disseminated in the Bank of

Thailand's Monthly Report and in unpublished worksheets.

Data from the National Economic
Development Board

The data obtained from the NEDB covered the expendi-

tures of central and local governments, state enterprises,

and municipality and local government organizations. Un-

like the information assembled by the Bank of Thailand,

these figures did not exclude expenditures financed by for-

eign loans and grants. The NEDB acquired its statistics

from the Department of the Comptroller-General and the Bank

of Thailand, classified the expenditures by functions and

economic categories, and published the data in the docu-

ment National Income of Thailand. Government consumption

expenditures were classified by functions, and investment

expenditures were divided into public construction/equip-

ment and industrial use categories. All government expendi-

tures were reported by calendar year.
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Variations in Sources' Coverage of
Expenditure Data

The coverage of consumption (or current) expenditures

and investment (or capital) expenditures by the Bank of Thai-

land and the NEDB is not identical. The differences

between the data presented in these two sources are

described in detail below. 1 '

Consumption or current expenditures.--The Bank of

Thailand divides government expenditures into current and

capital categories by using data from the Department of

the Comptroller-General. The former classification includes

consumption expenditures and transfer payments and com-

prises wage and salary payments by government, compensation,

subsidies, interest payments, and transfer payments to

local governments. The current expenditure data assembled

by the Bank of Thailand, however, as noted above, cover

only central government and state enterprise expenditures,

excluding expenditures financed by foreign loans and grants.

The NEDB's Division of National Income Account divides

expenditures into consumption and investment categories,

which are shown as the gross fixed capital formation in

the national income account. Consumption expenditures are

'This description of different methods of compiling
data on government expenditures was translated and summar-
ized from an untitled Thai document prepared by the Divi-
sion of Economic and Social Planning (Bangkok, National
Economic Development Board, 1970).
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wage and salary payments by government, compensation, sub-

sidies, and miscellaneous expenditures (excluding debt

principal and interest payments and transfer payments to

local government organizations). The data collected by

the Division of National Income Account are gathered from

the reports of actual government expenditures compiled by

the Department of the Comptroller-General and the Bank of

Thailand's statistics on transfer payments. The NEDB's

consumption expenditure data include expenditures of cen-

tral and local governments, state enterprises, and munici-

palities, including expenditures financed by foreign loans

and grants. The differences between current/consumption

expenditure data recorded by the Bank of Thailand and the

NEDB are summarized in Table I.

Investment or capital expenditures.--The designation

of certain government expenditures as capital expenditures

by the Bank of Thailand follows the recommendation (code

of projects) of the Budget Bureau. Capital expenditures

refer to expenditures for fixed assets such as costs of

materials and supplies, costs of land and construction

materials, and non-current expenditures. Construction

for military purposes, however, is not included in the

capital expenditure item; rather, it is categorized as

a current expenditure under the heading of defense.

The investment expenditure data recorded by the NEDB

include the same items as those categorized as capital



TABLE I

CLASSIFICATION OF GOVERNMENT EXPENDITURES BY
THE BANK OF THAILAND AND THE NATIONAL
ECONOMIC DEVELOPMENT BOARD, 1965

(MILLIONS OF BAHT)*

Type of Expenditure

Bank of Thailand

Current expenditures

Economic
Defense . . . . . . . .
Social.
Education.... . . .

General . . . . . . . .
Debt . . . . . .
UnalIocatable expendi-

tures . . . . . . . .
Total . . . . . . . . .

Capital expenditures

Economic
Social
Education . . . . . . .
General . . . . . . . .
Unallocatable expendi-

tures . . . . . . . .
Total . . . . . . . . .

Total expenditures . .. . . .

National Economic Development Board

Consumption expenditures

General administra-
t:Lon . ... . . . . . .

Defense .. ..... ....

Justice and police .
Education ...... . .. . .
Health . .. .. .
special welfare . . . . . . .
Transportation . . . ...
Other services .. . .
Total. ...... . . ... ..

28

Amount

. . . ". " . . r. . . 1,106

. . . s. . . a . . . . 1,877

. . . . . . . . . . . 963
.. .". .". . . 1,672
.. . ". ". ". ". ". . . . 1,711

. . . . . . . . . . . 573

. . . . . . . . . . . 798

. . . ". . . .". 8,700

. . .". . . . . . 1,987
.. . f " . . . . 392

. . . . .380

. . . . . " . . . 456

. ..r. . .. .. ..3,215

11,915

3,056
1,999

856
1,667

308
56
367
72

8,334
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TABLE I--Continued

Type of Expenditure Amount

National Economic Development Board
(continued)

Investment expenditures

Construction . . . . . . ..-.-.. . . . . . 33,445
Equipment .. . . ................. 1,998
Total . . . . . . . . ....... . . . . . . 5,443

Total expenditures . . ... . . . . . . . . . . 13,777

*Sources: Unpublished worksheets (Bangkok, Bank of

Thailand, [n.d.]); National Economic Development Board, Na-

tional Income of Thailand 1969 (Bangkok, National Economic

Development Board, 1971). The :Bank of Thailand records

expenditures for the central government only, reported

by fiscal year, excluding expenditures financed by foreign

loans and grants; the NEDB records expenditures for the

public sector, reported by calendar year, including expen-

ditures financed by foreign loans and grants.

expenditures by the Bank of Thailand, with the exception

that the NEBD classifies construction for military purposes

as investment expenditure (gross fixed capital formation).

The differences between capital expenditure data recorded

by the Bank of Thailand (total: 3,215 million baht) and

investment expenditure data recorded by the NEDB (total:

5,443 million baht) are also summarized in Table I.

The NEDB and the Budgeting Process

Chapter IV surveys development expenditure data com-

piled by the NEDB. As a preface to this discussion, a

brief description is presented here of how the budgeting

process in Thailand is related to national planning and

the NEDB.
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The NEDB is the administrative body in Thailand that

considers the development projects offered to the govern-

ment by all ministries, departments, government agencies,

and state enterprises. These include both those projects

financed by budget appropriation and those financed by

foreign loans and grants. The NEDB considers the finan-

cial and technical aspects of these various projects to-

gether with the project planners and the Budget Bureau.

Priorities are assigned to the projects in accordance with

the objectives of the government's economic policy and the

financial capacity provided by the budgeting process, for-

eign borrowing, and aid. The NEDB's Executive Committee

then offers these project evaluations and rankings to the

Cabinet for approval in principle. If Cabinet approval is

granted, the NEDB organizes the projects in a National

Economic Development Plan. In financing the plan, the

NEDB sets amounts for development expenditures and submits

them to the Budget Bureau, which allocates the funds. If

the totals proposed are higher than the available revenues,

the Budget Bureau may cut or postpone the expenditures for

some projects.

In allocating development expenditures, the NEDB works

in cooperation with related agencies, especially the Minis-

try of Finance and the Budget Bureau, to outline expendi-

tures by sectors and to give priority to important projects.

,:. _ _
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These three agencies are all involved in approving develop-

ment budget expenditures, but non-development expenditures

and administrative expenditures are primarily the responsi-

bility of the Budget Bureau.

To further clarify the roles played by the NEDB and

the Budget Bureau in the budgeting and development proc-

esses, three explanatory cases are offered. In the first

case, Project X is not included in the national development

plan, but the Budget Bureau wants to approve it. For

example, the Budget Bureau may request a road from A to B,

although that road is not in the plan. In such an instance

the Budget Bureau may not advocate the project unless it

was previously presented to the Budget Bureau by the

project planners (e.g., the Department of Highways may

want to build a road from A to B). If the road is a devel-

opment project, the NEDB and the Budget Bureau will jointly

consider its importance, and the Budget Bureau will allocate

funds for it.

In the second case, Project Y--a highway from C to D--

is included in the national development plan, but the Bud-

get Bureau does not want to build it. Instead it wants to

build a highway from E to F. This project is also in the

plan, but the NEDB has given it a lower priority. This

type of situation may be resolved in one of two ways.

First, if the road from E to F is politically--although not

t .,
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economically--important, the Budget Bureau and the NEDB

will reevaluate their ranking of the project . If they

fail to reach an agreement on the matter, they will allow

a decision to be made by the National Security Command or

the Accelerated Rural Development Board. Second, in the

case of a project that is not politically important, the

construction of any road that has a lower priority than an

unconstructed road must first be approved by the Cabinet.

The NEDB will then offer suggestions concerning what

sources of funds should be used for the project, and the

Budget Bureau will allocate money for it.

In the third case, the national development plan pro-

vides for an allocation of development funds to Project Z

equal to 300 million baht. If the Budget Bureau deter-

mines that no revenues are available, however, only 120

million baht can be expended for the project. In this

type of situation the Budget Bureau and the NEDB will ad-

vise that Project Z be postponed or its range of working

years extended.



CHAPTER III

THE GROWTH OF GOVERNMENT EXPENDITURES IN

THAILAND

Government expenditures have played a major role in

Thailand's economic development, and they continue to be

important because they affect the country's level of em-

ployment, supplies of factors of production, and distribu-

tion of income and therefore the utilization of resources.

It thus seems desirable to study the reasons for growth of

government expenditures in Thailand.

The basic approach to the interpretation of expendi-

ture growth utilized here is drawn from Peacock and

Wiseman' s book The Growth of Public Expenditure in the

United Kingdom.' These writers studied the behavior of

British public expenditures by examining relevant time-

series data and historical facts. They found that World

Wars I and II were the major factors that caused govern-

ment expenditures in the United Kingdom to grow rapidly.

Then, after the wars ended, expenditures did not return

to their prewar level, a phenomenon which Peacock and

1Alan T. Peacock and Jack Wiseman, The Growth of Pub-
lic Expenditure in the United Kingdom (Princeton, New
Jersey, Princeton University Press, 1961).

33
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Wiseman call "displacement effect." The authors also cited

permanent influences (e.g., population and price changes)

as significant factors affecting the level of government

expenditures,. The removal of these permanent influences,

Peacock and Wiseman stated, reduced the rate of growth in

public expenditures.

Economists have not devoted a great deal of attention

to the analysis of government expenditures because they

tended to be interested primarily in taxation and revenue.

One reason for this lack of attention, according to Peacock

and Wiseman, is the absence of an adequate theory of pub-

lic expenditure; another is economists' tendency to view

the study of government expenditures in aggregate terms.

For purposes of long-run analysis, complete and detailed

government expenditure data are typically not available.

Instead data are classified by ministry and by a few major

functions only. These are the categories that will be used

in the discussion of Thai government expenditures in this

chapter.

Civilian Employees and Government
Payrolls

As a basis for the presentation of expenditure data by

categories for the period 1960-1969, an examination of long-

run trends in government activities is necessary. Evidence

of the growth in public expenditures in Thailand is

3 _ . .
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apparent in important indices such as numbers of government

employees and the amount of government payrolls, as shown

in Table II.

Table II displays the numbers of civilian government

employees and the amounts of government payrolls in Thai-

land from 1918 to 1969, and Figure 1 shows the trends de-

rived from columns 2 and 4 of the table. Civilian em-

ployees include ordinary, special, and judicial officials,

excluding military and state enterprise employees. Figure

1 indicates that the number of civilian employees in Thai-

land has tended to rise since 1918. Between 1918 and 1923,

the number of civilian employees rose gradually and then

declined from 1924 through 1931. In 1932, the number of

civilian employees fell from 78,500 in 1931 to 72,300,

and the total fell again to 71,200 in 1933. This trend

was accompanied by a decrease in government payrolls from

36.2 million baht in 1931 to 33.3 million in 1932 and

32.7 million in 1933. The primary cause of these declines

in civilian employees and government payrolls was the

worldwide depression of the early 1930s. The depression

retarded public and private business activity in Thailand,

the country's economy was depressed, and the level of

unemployment increased.

During this period, Thailand's money supply circulated

slowly as a result of the low level of expenditure in the

;
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Fig. 1--Civilian employees and
Thailand, 1918-1968.*
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*Source: Table II.
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country's economic system. In addition, the price of rice,

which was Thailand's main export, fell sharply from 6.02 baht

per picul (a unit of measure for commodities) in 1930 to 3.5

baht per picul in 1931 and dropped again to 3.0 baht per

picul in 1933. Decreasing rice prices constituted a pri-

mary factor contributing to a decline in the Thai govern-

ment's revenues. In order to bring the budget into balance,

the government adopted a policy of retiring civilian em-

ployees and abolishing undesirable public agencies. 2 These

practices decreased the country's numbers of civilian em-

ployees. Beginning in 1934, the economic situation in Thai-

land improved, and government employment rose steadily until

1940. In 1941, however, the number of civilian employees

plummeted from the previous year's total of 111,400 per-

sons to 76,200. This sharp reduction in civilian employees

occurred because the Thai government was confronted by the

prospect of war in 1941 and was focusing its attention upon

the preparation of its military forces.

Thereafter the number of civilian employees and the

amount of government payrolls gradually increased. In 1949,

as shown in columns 3 and 4 of Table II, the total number of

civilian employees and the amount of government payrolls ap-

parently rose because in that year local school teachers

2Ministry of Education, The History of the Ministry
of Education, 1892-1964 (Bangkok Ministry of Education,

979), p. 25.
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and inspectors were included for the first time among

civilian employees. This growth, however, did not repre-

sent a real increase in the number of civilian employees,

and local school teachers and inspectors were transferred

to the Local Administration Authority in 1966; thus, the

current discussion of numbers of civilian employees in Thai-

land is based only upon column 2 of Table II.

As would be expected, the amount of Thai government

payrolls fluctuated according to the number of civilian em-

ployees in the country. Consequently, the addition of local

school teachers and inspectors to the total group of ci-

vilian employees in 1949 caused the sum of Thai government

payrolls in that year to rise by more than 150 million baht

over the payrolls for 1948.E

A survey of Table II also reveals a tremendous jump in

the amount of government payrolls from 1945 to 1946, from

46.6 to 329.5 million baht. This eightfold increase re-

sulted from the introduction of salary supplements in

1946.) Government payroll statistics did not include these

3Separate statistics for the payrolls of local school
teachers and inspectors from 1949 to 1965 are not availa-
ble; therefore, these payrolls cannot be excluded from total
government payrolls during these years.

'Salary supplements are monies paid on a monthly basis
in addition to employees' regular monthly salaries and al-
lowances for hospital fees, school fees, and income tax
paid by the government on behalf of civil servants. A num-
ber of Salary Supplement Acts have determined the amount of
extra money to be given to employees at various salary

-.. k, ~,-u, .a_. A .. y -.... .,.,. - ::.. 1, .,41 ., ,,t, .. ..- ',"a ,.,-; I-' " .: .a, . W.., .. _ , ~pe -. - -, - . 4 }te "-
e,
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supplements from 1946 to 1955, but because they were in-

cluded from 1956 to 1969 they have been incorporated in

the government payroll figures in Table II, beginning in

the first year that supplements were paid.' Figure 1

graphically displays the sharp increase in government pay-

rolls from 1945 to 1946; after that year, payrolls con-

tinued to rise rapidly until 1956, when they dropped some-

what and subsequently exhibited moderate fluctuations.

The increases in government payrolls in Thailand

were not always matched by increases in numbers of civilian

employees per 10,000 population, as shown in column 6 of

Table II. During the period 1918-1931, for example, the

ratio of civilian employees to population dropped from 88

to 66 per 10,000 inhabitants, declined further to 49 in

levels. The government officially started to pay salary
supplements to civil servants as compensation for rising
costs of living on April 1, 1946. Temporary rates for
salary supplements established by the first Salary Supple-
ment Act, which became effective on this date, ranged from a
supplement of 405 baht for employees receiving a monthly
salary of 15 baht to a supplement of 5,200 baht for em-
ployees receiving a monthly salary of 1,000 baht. Before
1956, salary supplements were financed from extraordinary
budget expenditures, but, on November 1, 1959, Prime
Minister Sarit Thanarat abolished this method of providing
remuneration in addition to regular employee salaries.
This item disappeared from the budget in 1960, when a new
standard of salary rates established in the Budget Act of
1959 included salaries and supplements in the same item.

5 The total salary supplements in Thailand paid from

1946 to 1955, in millions of baht, were as follows: 1946--
280.9, 1947--458.4, 1948--500.0, 1949--619.3, 1950--890.5,
1951--1,002.0, 1952--1,582.7, 1953--l,600.0, 1954--1,617.0,
and 1955-1,800.0.
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1941, and rose no higher than 52 until 1964. This falling

trend developed because the rate of increase in numbers

of government employees in Thailand was lower than the rate

of growth in the population in general. The overall de-

cline in the ratio of employees to population throughout

the entire period under discussion indicates that the per-

centage of the Thai population engaged in government ac-

tivities was decreasing, despite increases in government

expenditures. It also implies that citizens were exhibit-

ing less interest in civil service, preferring instead to

work in the private sector. Therefore, the growth of Thai

government expenditures resulted not only from expanding

payrolls but also from the additional functions assumed by

government, particularly expansion functions related to

national development.

Increasing public expenditures are regarded as an

important relative index of government activity. In

Thailand, as shown in Figure 2, the growth of government

expenditures between 1900 and 1969 was not smooth but

exhibited constant fluctuations within its general up-

ward movement. Thus, a survey of levels of public ex-

penditure in the long run is necessary as a means of de-

termining the reasons for their overall increasing trend.
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Fig. 2--Total and per capita government expenditures in
Thailand, 1900-1969 (in current prices).*

*Source: Table III.
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The Effect of War upon Government
Expenditures

In their analysis of the growth of government expendi-

tures in the United Kingdom, Peacock and Wiseman stated,

"the major peaks occur in periods covered by the two world

wars. There is, of course, obvious reason to expect the

share of community output taken by the government to rise

in wartime."6  The specific question that these authors

posed was whether a major social upheaval such as a world

war is associated with a shift in the level of government

expenditures. An important finding in answer to this

question was that "although British government expenditure

declines after wars, it does not return to the pre-war

level . . . and the share of government expenditure in na-

tional product remains much greater after the wars than it

was immediately before them." 7 Peacock and Wiseman called

these upward shifts in the level of government expenditures

with relation to national output "displacement effects."

S. P. Gupta also attempted to test statistically

whether the shift in the level of government expenditures

in various countries was associated with wars and with the

depression of the 1930s. This investigation revealed that

a shift in the level of per capita government expenditure

in relation to per capita gross national product occurred

6Peacock and Wiseman, p. 25. I Ibid. , pp. 25 -26.0
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after both world wars and that this shift was greater after

World War II than after World War I. Gupta tested this

finding in the cases of several countries that participated

directly in the wars, including the United Kingdom, Germany,

the United States, Canada, and Sweden, and found a shift in

the level of government expenditures for each of them as-

sociated with the two world wars. In the United States and

Canada, however, a shift was also observed to be associated

with the great depression, which, like the wars, was a ma-

jor social upheaval in these two countries.8

Following the line of research pursued by Peacock and

Wiseman and by Gupta, the next section of this chapter is

devoted to a consideration of whether the world wars were

associated with shifts in the level of government expendi-

tures in Thailand. In this regard, a related issue is

whether the effect of war on government expenditures in

Gupta's study differs from that to be discussed for Thai-

land, which was not directly involved in either World War

I or World War II.

Table III displays total actual government expenditures

and revenues in Thailand for the 60-year period from 1900

to 1959. The statistics in this table were collected from

official records compiled by the Department of the

8Shibshankar P. Gupta, "Public Expenditure and Eco-
nomic Growth: A Time-Series Analysis," Public Finance,
XXII (September, 1967), 423-461.

_. ... ,_,..,_. : .. i .. ,.. ...... :s;:. <. ,. I _ ,-;,...w. as,.w.:; a- i_ .1 w a.. 
.. r prcrl + i T -
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TABLE III

ACTUAL GOVERNMENT EXPENDITURES AND REVENUES
IN THAILAND, 1900-1959 (MILLIONS

OF BAHT)*

Year Expenditure Revenue

1900
1901
1902
1903
1904
1905
1906
1907
1908
1909
1910
1911
1912
1913
1914
1915
1916
1917
1918
1919
1920
1921
1922
1923
1924
1925
1926
1927
1928
1929
1930
1931
1932
1933
1934
1935
1936
1937
1938

31.8
36.6
39. 2
43.9
46.6
50.0
56 . 8
56.55
58 .4
58.8
59.1
64.0
63. 6
63.2
65 ..5
70 . 0
70.9
74.1
89.7
82.5
86.1
85.4
88. 9
91. 0
96.4

101. 8
107.8
117.4
106.9
107. 1
96.3
87 . 5
70.2
73 . 6
75 . 8
85-.1
98. IL

101.7
110.8

35.6
36.6
39.2
43.9
46.6
51.7
57.0
55.8
60.9
62.7
63.5
61.5
66.9
74.4
73.9
77.3
82.9
86.5
93.4
96.1
86.1
85.6
84.0
88.4
91.9
99.8

107.9
117.4
106.9
107.1
96.3
78.9
79.6
83.7
94.0
94.7

119.5
109.4
118.2

.
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TABLE III--Continued

Year Expenditure Revenue

19390 81.0 79.5
19400 145.5 158.5
1941 198.7 161.0
1942 206.5 147.4
1943 267.9 211.6
1944 404.2 285.7
1945 520.4 312.3
1946 1,074.8 626.7
1947 1,217.2 996.1
1948 1,685.0 1,692.2
1949 2,237.3 1,929.8
1950 2,591.1 2,143.3
1951 3,416.6 2,533.6
1952 4,441.5 3,346.9
1953 5,096.3 3,940.9
1954 5,444.8 4,266.1
1955 5,109.8 4,738.4
1956 5,466.2 5,009.9
1957 5,841.8 5,198.5
1958 6,400.2 5,618.2
1959 6,892.8 6,055.2

*Source: Department of the Comptroller-General, Minis-
try of Finance, Report on Government Revenue and Expendi-
ture of the Kingdom of Talanvarious issues.

taETstics for~These years have been adjusted to
twelve-month periods; data were originally recorded for
nine months in 1939, fifteen months in 1939-1940, and three
months in 1940.

Comptroller-General in the Reports on Government Revenue and

Expenditure of the Kingdom of Thailand. A problem in

gathering data is that information on actual government

expenditures in Thailand is confused because it has been

compiled by so many public agencies (e.g., the National

Statistical Office and the Statistics Division of the

-
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Ministry of Finance). The National Statistical Office

(NSO) and the Ministry of Finance's Statistics Division,

for example, both obtained data from the Department

of the Comptroller-General, but their compilations ex-

hibit various anomalies. In listings of expenditures,

sometimes budget figures and sometimes actual figures

were used, making the determination of accurate amounts

problematic. On the whole, however, the total number

of errors in these publications is small, and some dif-

ferences in expenditure figures may be due to varying

definitions among the institutions involved. Data from

the Department of the Comptroller-General seem preferable

because they are the original source for the statistics

presented by those other agencies.

Actual expenditures as defined by the Department

of the Comptroller-General include expenditures of

central and local governments and state enterprises,

but these are not listed as individual items. Fur-

thermore, in a few instances, public expenditure data

were not recorded on a twelve-month basis. Statistics

on actual government expenditures were compiled for

only nine months in 1939, for fifteen months in 1939-

1940, and for three months in 1940 due to a changeover

in Thailand's official calendar year. The data for

m
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these years in Table III have been adjusted for twelve-

month periods. Total actual expenditures are broken

down by ministries and agencies in Appendix A and are

presented by major item in summary form in Table IV.

During compilation of data some complications arose

because of shifts of departments and the creation of

new departments. This caused occasional problems in

classifying expenditures. These problems are explained

in the notes to Table IV.

Figure 2 demonstrates that the compound growth

rate of actual government expenditures in Thailand be-

came progressively slower during each decade from 1900

to 1930, beginning at 6.3 per cent in 1900-1909, falling

to 3.1 per cent in 1910-1919, and declining still fur-

ther to 2.2 per cent in 1920-1929. The amount of actual

expenditures, however, jumped from 74.1 million baht in

1917 to 89.7 million in 1918, primarily as a result of

increased expenditures by the Ministry of Communication

for railroads and highways. Special (non-current) ex-

penditures rose sharply from 1.2 million to 16.3 million

baht in those two years.

In the World War I period (1915-1920), government

expenditures did not rise as much as might be expected

in view of the hypotheses advanced by Peacock and Wiseman

-,.
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and by Gupta. After World War I, however, especially

in 1926 and 1927, both revenues and expenditures exhib-

ited a large increase of approximately 10 million baht.

The growth of revenues from 107.8 million baht in 1926

to 117.4 million in 1927 resulted from new treaties

with foreign powers (under the provisions of which Thai-

land acquired fiscal autonomy), the imposition of tariffs,

and the increase of import duties from 7 to 36 million

baht. The proportion of total government revenues com-

prised by import duties rose from 7 to 13 per cent from

1926 to 1927.*

Between 1930 and 1939, government expenditures

fell considerably, and the decline from 96.3 million to

87.5 million baht in 1930-1931 was particularly large.

These two years were a time of severe depression in

Thailand, as in other parts of the world. The country's

economic situation was poor, and the treasury cash

balance fell drastically from 58.9 million baht in 1930

to 33.4 million in 1931 (Table V). In addition, export

figures for 1930 and 1931 reflect the effects of poor

crops in the two preceding years (Table VI). The price

of rice, which had been 7.4 baht per picul, fell to 6.9

9J. C. Ingram, Economic Change in Thailand since
1850 (Stanford, California, Stanford University Press,
1954), pp. 182-183.
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TABLE V

TREASURY CASH BALANCE IN THAILAND, 1925-1935
(MILLIONS OF BAHT)*

Year

1925-.--.-.....
1926.-.-.-.-.-....
1927.. ....-..
1928.-.-.-........
1929.-.-.-.-.....-.
1930 -.-.....-..
1931.. ....-..
1932 -.....-..
1933 - -...-..-..
1934 . .....-..
1935 -.....-..

*Source: Bank

Treasury Cash
Balance

28.7
. 35.0
- 38.3

48.5
. 57.4
. 58.9
. 33.4
. 30.9

36.0
. 36.1
. 34.8

of Thailand,

baht per picul in 1930 and then plummeted to 3.5 baht per

picul in 1931. This reduced the value of Thailand's rice

exports from :L39 million baht in 1929 to 103 million in

1930 and to only 77 million in 1931. This drastic decline

is also reflected in the country's total earnings in

1930-1931, which decreased from 161 million baht to

134 million baht.

This reduction in the value of exports upset national

budget estimates, and the government was forced to reduce

its expenditures in 1931. Cuts in public expenditures

created dissatisfaction among government officials and

were thus perhaps an underlying cause of the revolution in

1932. As shown in Appendix A, every ministry reduced its

. # -" ." ." ." ." ."

- -s -" ." -s ." .s ."

- -s -" ." -" -" .r .w

o -" -r ." . . . .

o -s -" -r -" ." ." ."

o s -" -r -f ." ." ."

U " -! -" ." ." ." .A
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TABLE VI

TOTAL EXPORT EARNINGS AND RICE EXPORTS
IN THAILAND, 1927-1934

Export Earnings Value of Rice Ex-
(Millions ports (Millions of Price of Rice

Year of Baht)* Baht)* (Baht per Picul)

1927 276 201 7.0
1928 252 175 7.1
1929 220 139 7.4
1930 161 103 6.0
1931 134 77 3.5
1932 152 94 3.4
1933 144 83 2.9
1934 172 98 2.9

*Source: J. C. Ingram, Economic Change in Thailand
since 1850 (Stanford, California, Stan or~Unversity
PressT954), Appendix C.

*Source: J. C. Ingram, "Thailand's Rice Trade and the
Allocation of Resources," The Economic Development of
Southeast Asia, edited by C.D. Cowan (Loncon:Georg Allen
and Unn ~T., 1964), Appendix A, pp. 121-122.

expenditures in 1931, and actual government expenditures de-

creased overall by 8.8 million baht from their level in

1930. The Ministry of Defense took the biggest cut, fol-

lowed by the Ministries of Communication, Interior, and

Agriculture. In 1932, actual expenditures were reduced by

an additional million from the 1931 figure. In 1932, the

Ministry of Interior sustained the largest decrease in

expenditures, followed by the Ministry of Communication,

the Royal Account, and the Ministries of Defense, Finance,

and Agriculture. After 1932, actual government expenditures
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began to rise again but remained below the 1931 total until

1937.

In the World War II period (1940-1945), government

expenditures started to rise rapidly in current prices.

In fact, from 1940 to 1949, the compound growth rate of

government expenditures averaged 27.7 per cent annually.

Actual expenditures jumped from 267.9 million baht in

1943 to 404.2 million in 1944. The actual expenditures

of every ministry increased, especially those of the

Ministry of Finance (from 8.9 million baht in 1943 to

43.1 million in 1944). The expansion in this ministry re-

sulted from a rise in expenditures in 1943 and 1944 from

4.5 million to 25.6 million baht in the Department of Ex-

cise and an increase from 0.2 million to 12.5 million

baht in the Department of Finance. Moreover, government

expenditures in 1944 included a reserve item of 20 mil-

lion baht for assistance to government officials during

wartime which did not appear in 1943.

From 1945 to 1946, government expenditures jumped

260.5 per cent, from 520.4 million baht to 1,074.8 million.

This tremendous increase was primarily the result of rising

prices, which caused the expenditures of various minis-

tries--especially the Ministry of Defense--to grow. A

large extraordinary expenditure allocation was also made

in the budget for national defense during this period (not
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included in ordinary expenditures for defense in Table IV

and Appendix A). Table VII shows that defense expendi-

tures comprised a significant proportion of total actual

expenditures in Thailand from 1939 to 1945, but their com-

pound rate of growth from 1940 to 1949 was only 20.6 per

cent. This rate is lower than that for the previous period

because the proportion of defense expenditures dropped to

less than 15 per cent in 1946, 1947, 1948, and 1949.

The cessation of hostilities in August, 1945, made the

effect of wartime inflation immediately operative, and in

1946 the worldwide inflationary pressure caused government

expenditures in Thailand to double. This steep rise in

commodity prices and in the overall cost of living forced

the government to introduce a special system of allowances

for civil servants such as soldiers and police officers.

These allowances added no less than 139 million baht to the

country's extraordinary expenditure budget in 1946.10

"Since 1941, salary has lagged behind the cost of living.

To alleviate this condition, which was encouraging graft and

undermining the civil services, salary supplements were

paid, beginning in 1946."'

"Ministry of Finance, Report of the Financial Advisor
on the Budget of the Kingdom of Siam (Bangkok Ministry of
Finance,194$)~ (Mp. 3.

"Ingram, Economic Change in Thailand, p. 139.
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TABLE VII

PERCENTAGE SHARE OF DEFENSE EXPENDITURES
IN TOTAL ACTUAL GOVERNMENT EXPEN-

DITURES IN THAILAND,
1900-1959*

Percentage
Year of Total

1900.. . . . . . . . . . . . . . . . . . . . . . . 12.8
1901 . . . . . . . . . . . . . . . . . . . . . . . 11.2
1902 . . . . . . . . . . . . . . . . . . . . . . . 12.6
1903 . . . . . . . . . . . . . . . . . . . . . . . 16.6
1904 . . . . . . . . . . . . . . . . . . . . . . . 29.4
1905 . . . . . . . . . . . . . . . . . . . . . . . 26.2
1906 . . . . . . . . . . . . . . . . . . . . . . . 22.4
1907 . . . . . . . . . . . . . . . . . . . . . . . 22.3
1908 . . . . . . . . . . . . . . . . . . . . . . . 24.7
1909 . . . . . . . . . . . . . . . . . . . . . . . 22.6
1910 . . . . . . . . . . . . . . . . . . . . . 23.2
1911 . . . . . . . . . . . . . . . . . . . . . . . 24.3
1912 . . . . . . . . . . . . . . . . . . . . . . . 24.3
1913 . . . . . . . . . . . . . . . . . . . . . . . 25.5
1914 . . . . . . . . . . . . . . . . . . . . . . . 25.9
1915 . . . . . . . . . . . . . . . . . . . . . . . 25.0
1916 . . . . . . . . . . . . . . . . . . . . . . . 25.3
1917 . . . . . . . . . . . . . . . . . . . . . . . 27.4
1918 . . . . . . . . . . . . . . . . . . . . . . . 20.9
1919 . . . . . . . . . . . . . . . . . . . . . . . 24.7
1920 . . . . . . . . . . . . . . . . . . . . . . 25.6
1921 . . . . . . . . . . . . . . . . . . . . . . . 24.5
1922 . . . . . . . . . . . . . .. . . . . . . . . . 24.6
1923 . . . . . . . . . . . . . . . . . . . . . . . 24.2
1924 . . . . . . . . . . . . . . . . . . . . . . . 23.5
1925 . . . . . . . . . . . . . .. . . . . . . . . . 22.7
1926 . . . . . . . . . . . . . . . . . . . . . . . 19.7
1927 . . . . . . . . . . . . . .. . . . . . . . . . 18.2
1928 . . . . . . . . . . . . . .. . . . . . . . . . 20.5
1929 . . . . . . . . . . . . . . . . . . . . . . . 21.7
1930 . . . . . . . . . . . . . . . . . . . . . . . 19.8
1931 . . . . . . . . . . . . . .. . . . . . . . . . 17.7
1932 . . . . . . . . . . . . . .. . . . . . . . . . 19.3
1933 . . . . . . . . . . . . . .. . . . . . . . . . 24.9
1934 . . . . . . . . . . . . . .. . . . . . . . . 22.1
1935 . . . . . . . . . . . . . .. . . . . . . . . . 27.2
1936 . . . . . . . . . . . . . .. . . . . . . . . . 24.0
1937 . . . . . . . . . . . . . .. . . . . . . . . . 26.5
1938 . . . . . . . . . . . . . .. . . . . . . . . . 25.2
1939 . . . . . . . . . . . . . .. . . . . . . . . . 31.7
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TABLE VII--Continued

Year

1940
1941
1942
1943
1944
1945
1946
1947
1948

19491
1950

19511
1952
1953
1954
1955
1956
1957
1958
1959

1 9 8. . . . . . . . . . .1 -

9 .. . ... . .1.9

5 2. . . ...R. .. . 195

. ." ." ." .a ." ." . .a ."

- -" -" -" -R .r -a -R .r ."

. .a .a ." .a .f ." .a .s .a

* -s ." -" -s -s -f -" -r ."

. ." .t .t ." .a ." .R ." .r

. .a ." ." ." .a .s ." ." ."

. .r .R ." .R .f ." ." .t ."

. ." . .! ." .t ." .a ." .r

- -a - -f -" .R ." .! ." ."

-Sure Ap.pe.ndix.. .

Percentage

of Total

. . . . . ... 32.3

. . .r 30.0

. . . . . . . 39.7
. .. . . . 36.6

. . ." .f .f .f 37.8

. . . f. r . s 56.2

. . . . . . . 13.6

. . . f. f . a 12.3

. . . . . . . 14.5

. . . . . . . 18.4

. . . a. r . r 18.6

. . . . . . . 18.4

. . . . . . . 15.9

. . . . . . . 14. 6
. . . f. s. ". a 12.7
. . . f. t . r 10.7

. . . . . . . 20.5

(1950-1959), government

r

"

."

.f

"

."

.r

.e

.r

.e

."

.s

."

.r

.r

In the post-World War II period

expenditures in Thailand remained high, especially from

1951 to 1953, when the country was obliged to send troops

to cooperate with the United Nations forces operating in

Korea. During these three years defense was the second

largest item of public expenditure, exceeded only by pay

supplements, and the percentage of total government expen-

ditures made for defense also increased (Table VII) . The

statistics in Appendix A show that increases in government

expenditures from 1950 to 1959 were largely the result of

pay supplements, .defense , and extraordinary expenditures.
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The review of data presented here reveals that the

trend of growth in government expenditures in Thailand from

1900 to 1959 was not constant. The upward shifts that Pea-

cock and Wiseman called "displacement effects" are apparent

during all three wartime periods (World War I, World War II,

and the Korean War). In addition, increases in actual ex-

penditures also resulted from permanent influences such as

population growth and price changes.

Government Expenditures in Current
and Constant Prices

It should be noted that using actual expenditures

in current prices may create a misleading impression

of the changing importance of government activities in

an economy. As Due states, "An increase in the general

price level raises the cost of materials and equipment

purchased by the government, and therefore, the government

has to make an adjustment in wages and salaries."1 2 Ex-

penditures can be adjusted for price level changes by

dividing the expenditure figures by the corresponding

general price index (Appendix B).

Table VIII presents Thai government expenditures in

constant prices. Figure 2 demonstrates that, over the

entire time span under study, the level of government

12 J. F. Due, "Government Expenditures and Their Sig-
nificance for the Economy," Fiscal Policies and the Ameri-
can Economy, edited by K. E. Pooe (New York, Prentice-
Hall, 1951) , p. 220.

w -- 
.. Ft+e fem.;-,v -.- ,tFn..,,
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TABLE VIII

CONSTANT PRICE EXPENDITURES, PER CAPITA EXPEN-
DITURES, AND PER CAPITA CONSTANT PRICE EX-

PENDITURES IN THAILAND, 1900-1959
(MILLIONS OF BAHT)*

Per Capita Con-
Constant Price Per Capita stant Price Ex-

Year Expenditures Expenditures penditures

1900
1901
1902
1903
1904
1905
1906
1907
1908
1909
1910
1911
1912
1913
1914
1915
1916
1917
1918
1919
1920
1921
1922
1923
1924
1925
1926
1927
1928
1929
1930
1931
1932
1933
1934
1935

22.5
26.5
28.1
28.7
30.6
32.6
37.7
38.1
42.9
41.9
43.8
39.2
36.7
46.1
51.8
54.8
51.1
48.8
34.0
18.4
43.6
46.6
52.4
49.6
47.8
50.8
52.9
62.3
55.9
53.9
59.3
50.4
76.9
89.7
95.8
82.4

4.3
4.9
5.2
5.8
6.1
6.5
7.2
7.1
7.3
7.3
7.2
7.7
7.6
7.4
7.6
8.0
8.0
8.3
9.9
8.9
9.1
8.9
9.0
9.1
9.4
9.7

10.1
10.7
9.5
9.3
8.2
5.6
5.7
5.9
5.9
6.5

3.1
3.6
3.7
3.8
4.0
4.2
4.8
4.8
5.4
5.2
5.3
4.6
4.4
5.4
6.0
6.3
5.8
5.4
3.7
2.0
4.6
4.8
5.3
4.9
4.7
4.8
4.9
5.7
5.0
4.7
5.1
5.8
6.3
7.2
7.5
6.3



63

TABLE VIII--Continued

Per Capita Con-
Constant Price Per Capita stant Price Ex-

Year Expenditures Expenditures penditures

1936 100.1 7.4 7.5
1937 92.2 7.0 6.4
1938 110.8 7.5 7.5
1939 69.9 5.3 4.6
1940 85.1 9.2 5.4
1941 88.3 12.8 5.7
1942 82.9 13.0 5.2
1943 85.3 16.6 5.3
1944 98.3 24.6 5.9
1945 49.4 31.1 2.9
1946 87.0 63.1 5.1
1947 71.6 67.7 3.9
1948 102.1 91.1 5.5
1949 145.3 117.6 7.6
1950 160.3 132.1 8.2
1951 200.9 169.0 9.9
1952 249.4 213.0 11.9
1953 302.1 236.8 14.0
1954 329.9 245.0 14.8
1955 264.7 222.5 11.5
1956 270.9 230.4 11.7
1957 295.9 238.2 12.1
1958 308.4 252.6 12.2
1959 353.5 263.1 13.5

*Sources: Table III and Appendix B.

expenditures in constant prices is reduced compared to that

in current prices, but the adjustment has little effect on

the overall shape of the curve of government expenditure

growth. For some periods, however, the curve of government

expenditures in constant prices differs from that for ex-

penditures in current prices. Between 1915 and 1920, for

-affjow tgdkm-", -, - -- , I I ,It , ! , ,< .
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example, the trend in current prices was rising, but in

constant prices it dropped sharply, particularly from 1917

to 1919. This divergence was due to the very high rise in

the price index from 151.9 in 1917 to 263.8 in 1918 and to

447.4 in 1919. When prices were high, the government had

to spend more money to maintain the same scale of activi-

ties; therefore, government expenditures in real terms (in

constant prices) are not as large as they appear to be in

constant prices. Later, between 1930 and 1940, government

expenditures in current prices fell, but in constant prices

they exhibited a gradual increase. This can be attributed

to the fact that the general economic situation in Thailand

was depressed, trade activity was severely retarded, and

the prices of agricultural products were low.

After World War II, the price of commodities rose

sharply because supply was lower than demand. The need

for materials and supplies was high to restore the country

after the war. From 1945 to 1946 alone, the price index

increased more than 100 per cent from 411 to 1,053, and it

rose still further thereafter.

Figure 2 (p. 44) shows that, af ter the influence of

price changes is removed, the steepness and level of growth

in government expenditures declined relative to the trend

of expenditures in current prices, especially in the 1940s

and 1950s, when significant changes in price occurred.

'-'I" - ,, *WMW4,L. 44W ls"alwwAmmtjN"""ww*mwWAM- - ---- ---- - 411M
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Between 1940 and 1944, the level of prices fluctuated, but

after 1945 it exhibited a consistent tendency to rise.

In some years--1917-1918 and 1944-1945, for example--

the growth line of actual government expenditures in con-

stant and current prices moved in opposite directions. In

1919, expenditures in constant prices decreased more sharply

than those at current prices, and after 1940 the level and

the slope of the trend of public expenditures in constant

prices were much lower than those in earlier periods due to

very high increases in the price index.

The removal of price changes has little effect upon

the increasing trend of government expenditures between

1900 and 1938. Expenditures grew whether considered in

terms of current or constant prices, and the upward slope

of that growth is not significantly reduced by the elimina-

tion of price change effects. This indicates that price

was not the only important factor that raised government

expenditures during this period. Between 1939 and 1959,

however, the level of prices had a much more significant

effect upon increases in public expenditures, and the re-

moval of price changes therefore causes the growth of ex-

penditures to be reduced compared to the rate of expansion

exhibited in current prices. This indicates that in-

creases in government expenditures during these years

were primarily the result of rising prices. If the price
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of the materials and supplies used by government increases,

the cost of government investment will also tend to in-

crease because government must spend larger amounts of

money in order to maintain the same level of activity. As

Due points out, price adjustment in the analysis of govern-

ment expenditure trends "is not entirely satisfactory,

since cost of items purchased by government may not change

in the same proportion as the general price level. But it

allows a more accurate picture than the absolute data when

the general price level changes are substantial."'3

When a country's population increases, the government

must provide for the needs of more people, and this will

also result in growth in government expenditures. Rising

population in Thailand undoubtedly compelled the govern-

ment to expand its services and, hence, its expenditures

rose. Breaking down government expenditures on a per

capita basis--as in Table VIII and Figure 2--provides an

adjustment for such population changes. In the case of

Thailand, however, after the removal of the effect of

population changes growth in government expenditures main-

tained its peaks and plateaus at the same places throughout

the period studied.

When the influence of both price and population

changes is eliminated, the growth of per capita government

" 3Ibid., p. 220.
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expenditures in constant prices is slower than that in the

corresponding per capita expenditures in current prices,

and the characteristic time pattern of expenditure growth

disappears--that is, pleateaus and peaks do not remain in

the same places, the overall shape of the curve is reduced,

and the shapes of the peaks and plateaus become noticeably

different.

The Share of Government in the Gross
National Product

The level of government expenditures is one of the

factors that determine a country's level of national in-

come. Government expenditures create income through the

purchase of goods and services. The goods and services

that the government provides in the form of schools, roads,

and the like also yield benefits to private households

and to the economy as a whole. The significance of

government expenditures does not lie solely in their ab-

solute magnitude; therefore, a comparison of the ratio

of expenditures to GNP is the best method of assessing

trends in the size of government activity in the economy.

"This measure is useful in measuring trends in the in-

fluence of governmental activity compared to private

sector activity . . ."

1 4J. F. Due, Government Finance, 3rd ed. (Homewood,
Illinois, Richard D. Irwin, Inc., 1963), p. 43.
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Peacock and Wiseman have stated,

One evident fact is that, while government expen-
diture has clearly grown over the period as a whole
for all countries, the time pattern of growth is
less regular than, and quite different from, the
corresponding pattern of growth in the size of
community output. This makes clear for Britain,
and evidence is available of a similar pattern
of change in other countries.15

Adolph Wagner also asserted that government expenditures in

any society will grow at a faster rate than community out-

put.16

Table IX shows government expenditures in Thailand as

a percentage of the country's GNP for the period 1938-1969,

in current prices, and Figure 3 displays the growth trends

of both GNP and government expenditures during those years.

In 1938, the ratio of government expenditures to GNP was

11.5 per cent; by 1947, it had fallen to 7.6 per cent, but

thereafter it rose gradually, with some fluctuations, to

16.2 per cent in 1969. Taylor notes that an

increasing percentage of government expenditure
of gross national product lends support to Adolph
Wagner's assertion that government participation
in economic activity regularly increases, both
extensively [denoting the addition of new func-
tions by government] and intensively [denoting
an increase in coverage and quality of certain
present government functions].'7

'5 Peacock and Wiseman, p. 25. '6 lbid., p. 15.

17P. E. Taylor, The Economics of Public Finance, 3rd
ed. (New York, The Macmillan Company, 1961), p. 48.
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TABLE IX

GROSS NATIONAL PRODUCT (IN CURRENT PRICES) AND
GOVERNMENT EXPENDITURES IN THAILAND, 1938-

1969 (MILLIONS OF BAHT)*

Gross National Government
Year Product Expenditures GE/GNP (7)

957.9
10 , 333.3
15,838.9
18,457.0
22,198.0
25,595.4
28,220.7
29,548.3
32,164.5
31,997.0
39,334.1
40,929.7
45,615.6
47,155.4
50,349.4
53,885.9
58,887.1
63,695.7
68,038.0
74,589.2
84,292.5
102,367.1
108,392.8
117,579.6
130,839.4

110.7
1,074.8
1,217.2
1,685.0
2,237.3
2,591.1
3,416.6
4,441.5
5,096.3.
5,444.8
5,109.1
5,446.2
5,841.8
6,400.2
6,982.8
7,578.7
6,435.9
8,852.6

10,502.6
11,030.4
12,398.6
14,598.9
16,510.8
19,335.7
21,171.1

11.5
10.4
7.6
9.1

10.1
10.1
12.1
15.0
15.8
17.0
13.0
13.3
12.8
13.6
13.7
14.1
10.9
13.9
15.4
14.8
14.7
14.3
15.2
16.4
16.2

*Sources: Data for 1938-1950--Office of National Sta-
tistics, Statistical Yearbook, No. 22 (1960); data for
1951-1969--Department of the Comptroller-General, Na-
tional Economic Development Board, National Income of Thai-
land, 1969 (Bangkok, Department of the Comptroller-~Tenr,
170). *The years 1939-1945 are not included due to the
change in the Thai government that took place during that
period.

1938
19460
1947
1948
1949
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966
1967
1968
1969
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Millions of Baht
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Fig. 3--Government expenditures and gross national

product in Thailand, 1938-1968.*

*Source. Table IX.

1938 1968
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The increasing ratio of Thai government expenditures to GNP

from 1950 to 1954 supports this statement, but from 1954

to 1969 Wagner's law does not seem to be applicable in

Thailand because the expenditures/GNP ratio, both in real

and in money terms, exhibited a tendency to decline. Fi-

nally, it should be noted that the fact that government ex-

penditures in 1969 amounted to 16.2 per cent of Thailand's

GNP does not mean that 0.16 of the GNP was absorbed by

government or consisted of government services.

Conclusion

On the basis of the information on government expendi-

tures in Thailand presented in this chapter, a prewar

(190 0-1945)-postwar (1946-1959) comparison can be made on

several points, as outlined below.

1. The number of civilian employees in Thailand (ex-

cluding local school teachers) in the prewar period fluc-

tuated and increased at a decreasing rate. The compound

growth rate was 0.2 per cent. In the postwar period,

however, the number of civilian employees (excluding local

school teachers) exhibited a tendency to rise at a much

higher compound growth rate of 3.5 per cent. The growth

rate of government payrolls (excluding the payrolls of

local school teachers and salary supplements) during the

prewar period increased at a higher rate than that ob-

served for numbers of civilian employees--the compound

,- - - - -
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growth rate was 1.4 per cent. In the postwar period,

government payrolls (excluding payrolls of local school

teachers but including salary supplements through 1965)

increased at a very high compound growth rate (16.8 per

cent) due to the inclusion of salary supplements. Average

per capita government payrolls were also rising. The num-

ber of civilian employees, excluding local school teachers,

per 10,000 population declined during the prewar period,

and in the postwar period this ratio remained below its

prewar level.

2. In the prewar period, government expenditures in-

creased at a compound growth rate of 6.3 per cent, and the

overall trend of government expenditures was slowly rising.

In the postwar period, government expenditures tended to

rise much more rapidly and exhibited a compound annual

growth rate of 14.1 per cent. In real terms, however, ex-

penditures were not rising as rapidly as actual money expen-

ditures, particularly in the postwar period. After the

permanent influence of price changes was removed, the pre-

war and postwar growth rates in government expenditures did

not differ from each other as much as they appeared to do

when considered in current prices. The compound growth

rates of government expenditures in constant prices were

1.7 per cent and 10.5 per cent for the prewar and postwar

periods, respectively.



73

3. Table X shows the share of government expenditures

as a percentage of GNP for the countries in the ECAFE (Eco-

nomic Commission for Asia and the Far East) region. The

data in this table demonstrate that the ratio of government

expenditures to GNP rose during the 1950s and 1960s in all

of these nations. In the latter decade, a high expenditure/

GNP ratio (17 to 35 per cent) was reached by six countries:

Burma, Cambodia, Ceylon, Malaysia, Korea, and Vietnam. The

ratios of government expenditures to GNP in Taiwan, India,

Indonesia, Pakistan, the Philippines, and Thailand were in

the range of 7 to 16 per cent. In Japan and India, govern-

ment expenditure figures excluded local government and

public undertakings; if these items had been included, the

share of government expenditures in Japan and India's GNPs

would be higher than those shown in the table. The coun-

tries exhibiting increasing trends in the ratio of expendi-

tures to GNP during the 1950s and 1960s are Cambodia,

Malaysia, India, and Vietnam.

In the case of Thailand, the increase of government

expenditures can be correlated to the expansion of the

country's GNP because the latter has paralleled and ac-

companied the rising trend of the former. The growth of

government expenditures and the rising percentage share

of these expenditures in relation to Thailand's GNP indi-

cate that government expenditures have accounted for an

- F --
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increasing proportion of all expenditures for the country's

gross domestic product.



CHAPTER IV

PATTERNS OF GOVERNMENT EXPENDITURES, 1960-1969

Facts about the growth of government expenditures in

the long run have been examined in the preceding chapter.

This chapter will deal with the pattern of Thai govern-

ment expenditure by function and by economic category.

The patterns of government expenditure have changed accord-

ing to economic growth. Thus, it is necessary to examine

how the expenditure on different functions or uses have

varied. In the analysis about the patterns, we will pre-

sent details of the classification of expenditure data

according to the performance budget method of compilation

of expenditure statistics, used in Thailand since 1959.

The performance budget is divided into the following:

(1) functional classification and (2) economic categories.

Functional Classification

For functional classification, expenditures are classi-

fied into four major functions: economic services, social

services, general services, and unallocatable expenditures.

These functions include both current and capital expendi-

tures. Education and defense, which are under the headings

of social and general services, respectively, are shown

77



78

TABLE XI

TOTYAL GOVERNMENT EXPENDITURES*
BY MAJOR FUNCTION, 1959-69**

Millions of Baht
Function

1959 1960 1961 1962

Economic Services 1,460 1,429 1,350 1,878

Social Services 1,755 1,885 1,582 2,257
(Education) (1,291) (1,288) (1,072) (1,511)

General Services 2,717 2,793 2,225 3,256
(Defense) (1,420) (1,379) (1,080) (1,570)

Debt Services 302 330 281 374

Unallocatable

Expenditures 207 269 217 392

Total 6,441 6,706 5,655 8,157

Percentage Distribution

Economic Services 22.7 21.3 23.9 23.0

Social Services 27.2 28.1 27.9 27.7
(Education) (20.0) (19.2) (18.9) (18.5)

General Services 42.2 41.6 39.3 39.9
(Defense) (22.0) (20.6) (19.0) (19.2)

Debt Services 4.7 4.9 4.9 4.6

Unallocatable

Expenditures 3.2 4.0 3.8 4.8

Total 100.0 100.0 100.0 100.0

*Note: Excluding expenditures financed by foreign

loans and grants.
**Source: Bank of Thailand.
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TABLE XI--Continued

Millions of Baht

1963 1964 1965 1966 1967 1968 1969

2,337 2,570 3,092 3,677 5,082 5,994 6,401

2,559 3,012 3,408 3,802 4,374 5,037 5,640
(1,681) (1,887) (2,052) (2,257) (2,523) (3,294) (3,714)

3,468 3,90:2 4,043 4,575 5,182 6,072 6,868
(1,609) (1,744) (1,876) (2,055) (2,437) (2,989) (3,638)

423 488 573 639 889 979 1,184

426 407 799 864 1,353 1,600 1,523

9,213 10,379 11,915 13,557 16,880 19,682 21,616

Percentage Distribution

25.4 24.8 25.9 27.1 30.1 30.4 29.6

27.8 29.0 28.6 28.0 25.9 25.6 26.1
(18.2) (18.2) (17.2) (16.6) (14.9) (16.7) (17.2)

37.6 37.6 33.9 33.7 30.7 30.8 31.8
(17.5) (16.8) (15.7) (15.2) (14.4) (15.2) (16.8)

4.6 4.7 4.8 4.7 5.3 4.9 5.5

4.6 3.9 6.7 6.4 8.0 8.1 7.0

100.0 100.0 100.0 100.0 100.0 100.0 100.0

., .. ,v.... .. a ... - _ __,.,
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separately as they absorbed a large amount of total govern-

ment expenditures.

Table XI shows the distribution of government expendi-

ture by major functions, both absolutely and in terms of

percentage distribution during the period 1959-1969. Total

government expenditures rose from 6,441 million baht in

1959 to 21,616 million baht in 1969. The functional clas-

sification covers only eleven years because there was a

change in budget management in 1959. Table XI shows that

expenditure for general services represented the largest

part of the eleven year period's expenditures. Expenditure

for social services (including education) accounted for the

second largest proportion, followed by expenditure for

economic services.

Expenditure for Economic Services

Expenditure for economic services has been growing,

along with the growth of total government expenditure. It

accounts for the third largest share of total government

expenditure and it is devoted to: (1) transportation and

communication; (2) agriculture and nonmineral resources;

(3) fuel and power; (4) manufacturing and construction;

and (5) other. Table XII shows the expenditure for eco-

nomic services in detail, both in absolute amount and by

percentage distribution.
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TABLE XII

TOTAL ECONOMIC SERVICE EXPENDITURES
BY PURPOSE, FISCAL YEARS 1959-69*

Millions of Baht
Purpose

1959 1960 1961 1962

Agriculture & Non-
mineral Resources 348 423 366 559

Fuel & Power 195 298 283 373

Other Mineral Resources,
Manufacturing &
Construction 232 253 195 159

Transportation, Storage
& Communication 669 447 492 774

Others 16 8 14 13

Total 1,460 1,429 1,350 1,878

Percentage Distribution

Agriculture & Non-
mineral Resources 23.8 29.6 27.1 29.8

Fuel & Power 13.4 20.9 20.9 19.9

Other Mineral Resources,
Manufacturing &
Construction 15.9 17.7 14.4 8.5

Transportation, Storage
& Communication 45.8 31.3 36.4 41.2

Others 1.1 0.5 1.0 0.7

Total 100.0 100.0 100.0 100.0

*Source: Bank of Thailand.

,_ a k,-& p4 ddulBq
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TABLE XII--Continued

Millions of Baht

1963 1964 1965 1966 1967 1968 1969

624 697 1,008 1,293 1,721 2,115 2,145

432 424 417 274 285 334 371

280 176 162 157 435 260 241

962 1,228 1,458 1,884 2,527 3,058 3,457

39 45 47 109 114 227 187

2,337 2,570 3,092 3,677 5,082 5,994 6,401

Percentage Distribution

26.7 27.1 32.6 35.2 33.9 35.3 33.5

18.5 16.5 13.5 7.5 5.6 5.6 5.8

11.9 6.8 5.2 4.3 8.7 4.3 3.8

41.2 47.8 47.2 50.2 49.7 51.0 54.0

1.7 1.8 1.5 3.0 2.2 3.8 2.9

100.0 100.0 100.0 100.0 100.0 100.0 100.0

- "L L -- - r -- 111 0. - - - - - - - - I L g -- .. -.. -- - - - --.-. .... ._ . ___, . .. _ ...- ' - - - -' -'' - -:P.--- .. e 1:--s-1--,as.JJ.L.sal LLel-4..-ll!JL.,' :,...1 L.-J. iti.l.' '.all.-ad.t.21,2kl.pd plE.._M .l.J..fil.a.s $..,1.4 '.- 5.11 J'f!,4 Lallillllli-LFillAf LIB.4L ., E-1. Es.e J-.AsJL41."--
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Transportation and communication absorb the highest

share of total government expenditure on economic services,

averaging 45.07 percent annually. During the eleven year

period studied, it rose from 669 million baht in 1959 to

3,457 million baht in 1969, an increase of about 517 per-

cent. During this period, Thailand had the First and Second

Economic and Social Development Plans (1961-66 and 1967-71),

which have emphasized economic overhead capital which plays

a vital role in stimulating economic growth and development.

. . Since the inception of economic development plan-
ning in Thailand, this sector has been accorded high
priority and it has been allocated a significant share
of development expenditure. During the First Plan
attention was focused on improving the existing system
of transportation and communication in order to create
a sound foundation for future development.'

The Second Plan also gave emphasis to this sector in order

to have a substantially more complete and efficient system

of transportation and communication. A significant portion

(seven percent) of expenditure classified under transporta-

tion and communication went into roads and highways. This

included the construction of highways and railways in both

the central and provincial regions. The residual portion

went into expenditure for airports (such as development of

the Don Muang Airport), waterways, telecommunication (such

'The Second National Economic and Social Development
Plan, Nationa~conomic Deveo pentBard, (Bangkok, ) ,
p. 127.
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as an improvement of the Telephone Organization), and other

transportation and communication facilities.

The second largest portion of government expenditure

for economic services was for agriculture, consisting

mainly of irrigation, crop extension, fisheries, and so on.

This classification absorbs on the average 30.4 percent of

the total economic services expenditure.. It rose from 348

million baht in 1959 to 2,145 million baht in 1969, or from

23.8 percent in 1959 to 33.51 percent in 1969. From 1959

to 1969, the amount rose 616.3 percent, or sixfold. If we

consider agriculture and transportation together, we can

see that agriculture has risen much more than transporta-

tion; however, they both play an important role in economic

development. This can be proven by the objective in both

the First and Second Plans for the development of the

agricultural sector--to accelerate and diversify production

by improving and expanding the government infrastructure

projects--such as transportation and irrigation. During

the period of the First Plan, the percentage share of

government expenditure for agriculture increased from 27.1

percent in 1961 to 35.2 percent of the total economic ser-

vice expenditure in 1966. In the Second Plan period this

expenditure remained high (irrigation expenditure in-

creased). Other items, such as agricultural crop extension,

fisheries, and short-term adjustment (distribution of seeds
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and fertilizers to farmers, extension of credit), have been

promoted by the government. The increase in agricultural

crop production will be achieved from increased productivity

rather than expansion of cultivated areas, thus use of fer-

tilizers and improved farming methods will be essential.

In my opinion, the government should be responsible for

the development of agriculture because it is the largest

sector of the economy and the main source of foreign exchange

earnings . Finally, we can note that the rising expenditure

for agriculture means the government wants to reach the

policy's goal of promoting export crops and achieving self-

sufficiency in food production.

Other expenditures have dropped significantly: manu-

facturing and construction fell from 15.9 percent of the

total economic services expenditure in 1959 to 3.8 percent

in 1969. Fuel and power dropped from 13.4 percent in 1959

to 5.8 percent in 1969. Manufacturing and construction

during the period 1959-69 has consumed a declining share

of the total expenditure as it has been government policy

to assist small industry in improving its efficiency and

capacity for future growth into larger units. This policy

was intended to be a guide for private investors. In the

Second Plan, the percentage declined sharply to 3 percent

in 1969. This is due to the changes in government policy.

The new government policy has concentrated on promotion of

- _ .
WAR
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private industrial investment by domestic and foreign inves-

tors. "The policy will be to avoid competition with the

private sector and when such competition currently exists,

consideration will be given to the transfer by sale or

lease of the state enterprises to the private sector."2

Fuel and power expenditures included administration, re-

search, coal and fuel surveying, and electricity and power

production. Expenditure for fuel and power has declined in

both percentage and absolute terms. This was due to changes

in the composition of fuel and power categories. That is,

while expenditure for coal and fuel surveying fell from

11.5 million baht in 1959 to 9.3 million baht in 1969,

expenditure for electricity and power has increased at a

slower rate, from 152.3 million baht in 1959 to 602.8 mil-

lion baht in 1969.

Expenditure for Social Services

Table XIII breaks down total expenditure for social

services (including education) which, for the period

1959-69, absorbs the second largest portion of total govern-

ment expenditure. According to the U.N. Economic Survey,

"In allocating funds to social services we have often

encountered the problem of 'choosing' between economic

2 The Second National Economic and Social Development
Plan, Nat ionalEconomic Development Board,(Banfkk 966),
p. 115.
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TABLE XIII

TOTAL EXPENDITURES FOR SOCIAL SERVICES
BY PURPOSE, FISCAL YEARS 1959-69*

Millions of Baht
Purpose

1959 1960 1961 1962

Education 1,291 1,288 1,072 1,511

Health 187 209 173 254

Social Security
& Welfare 222 289 256 392

Others 55 99 81 100

Total 1,755 1,885 1,582 2,257

Percentage Distribution

Education 73.6 68.3 67.8 66.9

Health 10.7 11.0 10.9 11.2

Social Security
& Welfare 12.6 15.3 18.2 17.4

Others 3.1 5.2 5.1 4.4

Total 100.0 100.0 100.0 100.0

*Source: Bank of Thailand
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TABLE XIII--Continued

Millions of Baht

1963 1964 1965 1966 1967 1968 1969

1,681 1,887 2,052 2,257 2,523 3,294 3,714

310 363 415 504 585 538 606

437 532 533 554 583 623 687

131 230 408 487 683 582 633

2,559 3,012 3,408 3,802 4,374 5,037 5,640

Percentage Distribution

65.7 62.6 60.2 59.4 57.7 65.4 65.8

12.1 12.0 12.2 13.3 13.4 10.7 10.7

17.1 17.7 15.6 14.6 13.3 12.4 12.2

5.1 7.6 11.9 12.8 15.6 11.0 11.3

100.0 100.0 100.0 100.0 100.0 100.0 100.0
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development and social welfare." 3  However, the share of

expenditure in social services is small in underdeveloped

countries as compared to developed countries, as under-

developed countries must devote a larger proportion of

their revenue to the development of their economy.'

Social services expenditure (including education)

accounted for 29 percent of government outlay. During this

period government social services were mostly devoted to

(1) education; (2) social security and welfare; (3) health;

and (4) others.

The field of education accounts for the more substan-

tial portion of this type of expenditure. Education absorbed

64.83 percent, or more than three-fifths, of the expenditure

for social services for the years 1959-69. Although educa-

tion maintained the largest portion of the entire expenditure

for social services during the period 1959-69, it experi-

enced a decline in percentage share. In absolute terms,

however, it more than doubled during the entire period,

rising from 1,291 million baht in 1959 to 3,714 million baht

in 1969. Comparing 1959 to 1969, it rose about 280 percent,

or nearly threefold.

3Economic Survey of Asia and the Far East 1960 (ECAFE),
United Nations,p.77$.

'D. Horowitz, "Government Expenditure in Countries of
Accelerated Growth," Government Finance and Economic
Development, edited by A. T. Peacock and Gerald Hauser, a
publication of Paris' Organization for Economic Corporation
and Development (OECD) (Paris, 1963), pp. 59-72.
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Education was considered to be as an important factor

in aiding economic accomplishment, as well as enlarging the

potential of human resources--which is one of the main ob-

jectives of economic growth. Thailand's Economic Development

Plan, aimed at expanding all educational levels, particularly

elementary and secondary schooling, was financed largely

through government spending. This was based on the belief

that investing more on education, at any level, will result

in magnified returns, such as higher productivity and a

higher standard of living. The Thai government's expendi-

ture on primary or elementary education was approximately

53.2 percent for the period. The second principle portion

of funds, about 11 percent, went to Technical Training

Schools; 10.5 percent and 10.4 percent went to secondary

schools and universities, respectively. The share for

secondary education was declining while the share for uni-

versity and technical training institutions was increasing.

This relative increase in expenditure for technical and

vocational education implies a possible development in the

technical skill of the labor force.

The second largest portion of total government expendi-

ture for social services went into social security and

welfare, including provision for welfare housing, care of

the old, children, and disabled, and social benefits for

education, health, social insurance, and land settlement.
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The third largest portion went into public health. The

government has the policy of improving health conditions and

the prevention of diseases, especially in the area where

there are inadequate health and sanitation systems.5 Most

of the expenditure for health went into the establishment

and improvement of hospitals in both central and provincial

regions.

Expenditure for General Services

Expenditure for general services absorbs an average of

36.3 percent of total government expenditures (see Table XI).

The expenditure for general services was mostly allocated

to national defense (48 percent), general administration

(19.5 percent), and other general services expenditures such

as justice, police, law, and court (22.5 percent), and mis-

cellaneous community services (9.9 percent). In absolute

terms, all the various general government functions grew.

However, expenditure for general services showed a decline

in percentage distribution of total government expenditure

(see Table XI). The percentage share of each item of gen-

eral service expenditure also declined except for miscel-

laneous community services (see Table XIV).

5National Economic Development Plan 1969, National.
Economic Development Board (Bangkok, 1968), p. 123.
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TABLE XIV

TOTAL GENERAL SERVICE EXPENDITURES
BY PURPOSE, FISCAL YEARS 1959-69*

Millions of Baht

1959 1960 1961 1962

National Defense 1,420 1,379 1,080 1,570

General Administration 533 627 493 692

Other General Services
(Justice & Police) 621 671 517 808

Miscellaneous Community
Services 123 117 136 187

Total 2,717 2,794 2,226 3,257

Percentage Distribution

National Defense 52.3 49.4 48.5 48.2

General Administration 20.4 22.4 22.2 21.3

Other General Services
(Justice & Police) 22.9 24.0 23.2 24.8

Miscellaneous Community
Services 4.5 4.2 6.1 5.7

Total 100.0 100.0 100.0 100.0

*Source: Bank of Thailand.
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TABLE XIV--Continued

Millions of Baht

1963 1964 1965 1966 1967 1968 1969

1,609 1,744 1,876 2,055 2,437 2,989 3,638

728 885 795 809 880 986 1,001

749 827 909 1,026 1,105 1,266 1,467

379 446 463 685 760 832 762

3,465 3,902 4,044 4,575 5,182 6,073 6,868

Percentage Distribution

46.4 44.7 46.4 44.9 47.0 49.2 52.9

21.0 22.7 19.7 17.7 16.9 16.2 14.6

21.6 21.2 22.5 22.4 21.3 20.8 21.4

10.9 11.4 11.5 14.9 14.7 13.7 11.1

100.0 100.0 100.0 100.0 100.0 100.0 100.0
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The Thai government has had to maintain defense as the

highest share of general service expenditure because of the

unstable situation in surrounding southeast Asia.

The next largest expenditure for general services is

the expenditure for internal peace maintenance (justice and

police, law and court), which is mostly allocated to finan-

cial administration of these functions.

Unallocatable Expenditure

This mostly consisted of general debt services (inter-

est payments for domestic and foreign loans, excluding

principal payment), general transfer to local government,

unallocatable transfers to abroad and other unallocatable

expenses (see Table XV).

The expenditure for general debt services absorbed the

highest share of total unallocatable expenditure, averaging

48.1 percent of unallocatable expenditures. However, if we

compare interest debt payment for domestic and external

debt to total government expenditure, it was only 4 to 5

percent per year (see Table XI), seeming not to be a heavy

burden to the government.

Economic Classification

Classification by function is the other way of consid-

ering the patterns of government expenditure. Next we shall

examine the data from that point of view in order to
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TABLE XV

UNALLOCATABLE EXPENDITURES,
FISCAL YEARS 1959-69*

Millions of Baht

1959 1960 1961 1962

Interest on General
Debt 302 330 282 374

General Transfer to
Local Government 107 119 81 130

Unallocatable Transfer
to Abroad . 4 3

Other Unallocatable 101 150 131 259

Total 509 599 498 766

Percentage Distribution

Interest on General
Debt 59.3 55.1 56.5 48.8

General Transfer to
Local Government 20.9 19.9 16.4 16.9

Unallocatable Transfer
to Abroad . . 0.8 0.4

Other Unallocatable 19.7 25.0 26.3 33.8

Total 100.0 100.0 100.0 100.0

*Source: Bank of Thailand.
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TABLE XV--Continued

Millions of Baht

1963 1964 1965 1966 1967 1968 1969

423 488 572 639 889 979 1,884

147 176 262 243 265 251 227

3 7 4 5 8 7 10

275 223 533 617 1,080 1,341 1,287

848 895 1,371 1,503 2,243 2,579 2,707

Percentage Distribution

49.8 54.5 41.7 42.5 39.6 37.9 43.7

17.4 19.7 19.1 16.1 11.8 19.7 18.4

0.3 0.8 0.3 0.3 0.3 0.3 0.4

32.5 24.9 38.8 41.0 48.2 52.0 47.5

100.0 100.0 100.0 100.0 100.0 100.0 100.0
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discover what further characteristics have been important

to the nature of expenditure growth. To do this, we shall

have to examine the statistics of government expenditure

as classified by economic categories along the lines of the

United Nations Manual which is prepared by the Bank of

Thailand. Government expenditure by economic category is

divided into two major components: current expenditure and

capital expenditure.

Current Expenditures

Current expenditures can be broken down into two major

items:

Purchase of goods and services.--This category corre-

sponds to ordinary functions of government, consisting of

wage and salary payments by government, purchase of materi-

als and supplies, and the like. The governmental activities

made possible by this type of expenditure are resource-

using activities resulting in the production of services

that satisfy wants and thus enter into the national pro-

duct. When the government undertakes expenditures for

purchases of goods and services (such as to hire workers,

buy or rent land, buy supplies, materials, and machinery),

it is showing an activity comparable to the private sector

when it obtains factors of production in order to carry

out production. Government expenditures of this type
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are of the same nature as cost of production incurred by

private business. Most of the government output consists

of non-material services rather than physical objects,

but this distinction is not significant because both

services and material objects are goods that satisfy

wants. Many government services are indivisible, i.e. ,

the benefit accrues to the community as a whole (such as

national defense), rather than to various individuals.

Since government expenditure on purchases of goods

and services involved purchases of the factors of pro-

duction and materials and supplies, this expenditure

competed with expenditures made by the private sector.

Therefore, the allocation effect of government expenditure

became more significant as the proportion of government

expenditure for goods and services increased.

In Table XVI, columns (5) and (7) reveal that current

expenditure on goods and services absorbs approximately

81 percent of current expenditure for the entire period

1959-1969 and it was 62 percent of total government expend-

iture. This indicates that government expenditure on goods

and services took the largest share both in current expend-

iture and total government expenditure. However, its

percentage share of total government expenditure is declin-

ing, implying that the share of capital expenditure to

total government expenditure, in turn, is rising.
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Transfer Payments. --This area of government activity

includes subsidies and interest payments.6 Transfer pay-

ments involve a transfer of purchasing power without the

recipient providing goods and services to the government

in exchange. Most transfer payments are associated with

government welfare activities designed to improve the

standard of living of those groups in the economy. Old-age

pensions, veteran aid, and aid to dependent children are

major examples.

Transfer payments do not result in the direct diver-

sion of the uses of economic resources. Obviously,

transfer expenditure has less market allocative effect

than expenditure for goods and services because transfer

payments do not make use of materials and services. Its

allocative effect depends largely on the chance that bene-

ficiaries of the transfer payments and the providers of

the funds transferred, belong to widely different economic

groups.

The major expenditure item which is of a transfer na-

ture is the transfer payment on social services such as

6This includes internal and external debts; however,
the interest on general debt incurred for the financing
of public investment--highways, power plants, public
buildings and so on--is usually regarded as a transfer
payment for purposes of simplification. See E. R. Rolph,
"The Concept of Transfers in National Income Estimates,"
Quarterly Journal of Economics, XLII (1948), 332-44.

yk..-:A v^' : l...i .' i 4 y.. .. w . ivlfYPE ' { ' _ ._,..:i 7 ht.. -- . .. .ut -. :
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government funding of poor children's education, the School

for the Blind, and the like. It was averaged to be 38.6

percent of the total transfer payments. The second major.

item of transfer payments is the interest on general debts

(internal and external debts) at an average of 34.9 percent;

followed by the transfer to local government, 12.4 percent;

and transfer payments on economic services, 11.3 percent

(see Table XVII) .

The transfer payment on social services was mostly

devoted to social security benefits at an average of 24.6

percent of total transfer payments, and education at 8.3

percent (see Table XVII).

In an overall view, both current expenditure on goods

and services and transfer payments in absolute amounts show

an upward trend. Here, the greater part of total govern-

ment expenditure--approximately 60 percent--was allocated

to goods and services (see Table XVI, Column 5).

Table XVIII and IXX indicate central government expend-

iture by economic-functional classification, divided into

current and capital expenditures. Most of the current ex-

penditures were allocated to national defense, general

services, and education.

National defense expenditure absorbed about 23 percent

of the current account over the period 1959-1969. While
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TABLE XVII

GOVERNMENT TRANSFER PAYMENTS, FISCAL YEARS 1959-69*

Millions of Baht
Payment 1959 1960 1961 1962

Social Services 368 352 307 435
(Social Security Benefit) (184) (254) (223) (333)
(Education) (159) ( 84) ( 64) ( 80)

Interest 281 330 271 363

Transfer to Local Government 107 118 81 130

Economic Services 110 70 127 208
(Manufacturing &
Construction) ( 39) ( 25) ( 18) (111)
(Fuel & Power) ( 2) ( 12) ( 56) ( 58)

General Services 32 42 19 32

Other . . 6 107

Total 898 912 810 1,275

Percentage Distribution

Social Services 40.9 38.6 37.9 34.1
(Social Security Benefit) (20.4) (27.8) (27.5) (26.1)
(Education) (17.6) ( 9.2) ( 7.9) ( 6.2)

Interest 31.4 36.2 33.4 28.4

Transfer to Local Government 11.8 12.9 10.0 10.1

Economic Services 12.3 7.7 15.7 16.3
(Manufacturing &
Construction) ( 4.3) ( 2.7) ( 2.2) ( 8.7)
(Fuel & Power) ( 0.2) ( 1.2) ( 6.9) ( 4.5)

General Services 3.6 4.1 2.3 2.5

Other

Total 100.0 100.0 100.0 100.0

*Source: Bank of Thailand.

---
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TABLE XVII--Continued

Millions of Baht

1963 1964 1965 1966 1967 1968 1969

492 574 629 713 1,126 886 1,004
(359) (431) (438) (461) (479) (495) (558)
( 95) (100) (134) (144) (182) (169) (182)

423 475 571 638 835 961 1,167

147 176 262 242 265 251 226

231 242 152 225 274 101 73

( 68) ( 62) ( 36) ( 83) (145) ( 48) ( 28)
( 91) (122) ( 49) ( 63) ( 56) ( 18) ( 11)

29 26 42 38 54 35 43

2 8 4 6 49 9 12

1,324 1,501 1,651 1,862 2,603 2,243 2,525

Percentage Distribution

37.1 38.2 37.8 38.3 43.2 39.5 39.7
(27.1) (28.7) (26.7) (24.7) (18.4) (22.0) (22.0)
( 7.1) ( 6.7) ( 8.2) ( 7.7) ( 7.0) ( 7.5) ( 7.2)

31.9 31.6 34.8 34.2 33.6 42.8 46.2

11.1 11.7 15.9 13.0 10.1 11.2 18.9

17.4 16.1 9.3 12.1 10.5 4.5 2.8

( 5.1) ( 4.1) ( 2.2) ( 4.4) ( 5.5) ( 2.1) ( 1.0

( 6.8) ( 8.1) ( 3.3) ( 3.3) ( 2.1) ( 0.7) ( 0.4;

2.2 1.8 2.6 2.0 2.1 1.6 1.7

0.3 0.6 0.6 0.4 0.5 0.4 0.7

100.0 100.0 100.0 100.0 100.0 100.0 100.0
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TABLE XVIII

TOTAL GOVERNMENT CURRENT EXPENDITURES* CLASSIFIED BY
FUNCTIONS AND ECONOMIC CATEGORIES,

FISCAL YEARS 1959-69**

Millions of Baht
Function

1959 1960 1961 1962

Economic Services 574 519 530 773

Social Services 1,549 1,698 1,397 2,000
(Education) (1,154) (1,183) ( 953) (1,352)

General Services 2,633 2,697 2,113 3,018
(Defense) (1,420) (1,378) (1,080) (1,609)

Debt Services 320 330 282 374

Unallocatable

Expenditures 207 268 216 338

Total 5,265 5,514 4,538 6,503

Percentage Distribution

Economic Services 10.9 9.5 11.6 11.9

Social Services 29.4 30.9 30.7 30.6
(Education) (21.9) (21.5) (21.0) (20.7)

General Services 49.9 48.8 46.5 46.5
(Defense) (26.9) (24.9) (23.8) (22.4)

Debt Services 5.8 5.9 6.3 5.8

Unallocatable

Expenditures 4.0 4.9 4.8 5.2

Total 100.0 100.0 100.0 100.0

*Excluding expenditures financed by foreign loans and
grants.

**Source: Bank of Thailand.
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TABLE XVIII--Continued

Millions of Baht

1963 1964 1965 1966 1967 1968 1969

904 1,082 1,106 1,278 1,586 1,610 1,760

2,211 2,454 2,635 2,919 3,520 3,709 4,124
(1,436) (1,559) (1,672) (1,800) (2,014) (2,388) (2,703)

3,213 3,506 3,588 3,980 4,557 5,494 6,235
(1,609) (1,745) (1,877) (2,055) (2,437) (2,989) (3,638)

423 489 573 639 889 979 1,184

423 408 798 863 1,354 1,599 1,524

7,176 7,937 8,700 9,679 11,907 13,392 14,827

Percentage Distribution

12.5 13.6 12.8 13.3 13.3 12.0 11.9

30.7 30.9 30.3 30.1 29.5 27.6 27.8
(20.0) (19.7) (19.3) (18.6) (16.9) (17.8) (18.3)

45.2 44.2 41.3 41.1 38.3 41.0 42.1
(22.4) (21.9) (21.6) (21.3) (20.5) (22.4) (24.6)

5.2 6.2 6.5 6.6 7.5 7.4 7.9

5.8 5.2 9.2 8.9 11.4 11.9 10.3

100.0 100.0 100.0 100.0 100.0 100.0 100.0
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defense expenditure as a percentage of total government

expenditure has fluctuated, Thailand has devoted the major

part of its current resources to defense, which accounted

for 25 percent of current expenditure.

Current expenditure on economic services, including

agriculture, transportation, fuel and power, constitute

a surprisingly small percentage of total current expend-

iture, an average of 12 percent. This is probably due

to the fact that the bulk of total expenditure on economic

services is in the form of capital outlays. There is a

breakdown of capital accounts to ascertain what proportion

of total capital outlay pertains to economic services. This

will be discussed later.

Social services (including education) constitute nearly

30 percent of current expenditure. This may be explained by

the fact that expenditure on education, health, and social

welfare is classified as current. The construction of

school buildings, hospitals, and other equipment was counted

as capital expenditure. Although expenditure on social

services took the second largest share of current expendi-

ture, its share is declining, especially the amount for

current education.

In developing countries, however, the knowledge
of present Western social welfare standards has pro-
duced a 'demonstration effect' resulting in a high
demand for social welfare services. Of necessity,
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expenditure on social services means fewer resources

for economic development purposes. On the other hand,
the urgency of social development expenditure precludes

its postponement until after economic development has

been attained. By its nature, this situation calls for

a policital decision. This problem represents the con-
flict between a short-run and long-run national

preference. If a nation wants more social services,
it may have to be content with a slower rate of econom-

ic development.'

In the case of Thailand, a comparison of the rates of

growth shows the average growth rate of social services to

be less than that of economic services at 13.2 percent and

16.8 percent, respectively.

Other current expenditure is for general services which

had risen in earlier years and dropped a little in later

years. It took a large share, approximately 20 percent of

the total current expenditure. It ranked second, consisting

mainly of defense expenditures, general administration, jus-

tice, and police. The percentage distribution of the

current expenditure for general services fell from 49 per-

cent in 1959 to 42.1 percent in 1969.

Capital Expenditures

Capital expenditure is the amount of money spent on

the purchase, expansion, or alteration of physical facili-

ties, plus costs of equipment, construction, and fixed

assets. Thailand experienced an increase in the percent of

7Angel Q. Yoinco and Ruban F. Trinidad, Fiscal System
and Practices in Asia, Praeger Special Studies in

TIternational EonoTics and Development, p. 264.

.
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TABLE IXX

TOTAL GOVERNMENT CAPITAL EXPENDITURES* CLASSIFIED BY
FUNCTIONS AND ECONOMIC CATEGORIES,

FISCAL YEARS 1959-69**

Millions of Baht
Function

1959 1960 1961 1962

Economic Services 886 909 820 1,104

Social Services 206 186 184 257
(Education) (137) (105) (118) (159)

General Services 84 96 112 238

Unallocatable

Expenditures 1 1 55

Total 1,176 1,192 1,117 1,654

Percentage Distribution

Economic Services 75.4 76.2 73.4 66.7

Social Services 17.4 15.5 16.5 15.5
(Education) (11.6) ( 8.8) (10.6) ( 9.6)

General Services 7.0 7.9 10.0 14.3

Unallocatable

Expenditures 0.2 0.4 0.1 3.5

Total 100.0 100.0 100.0 100.0

*Excluding expenditures financed by foreign grants and
loans.

**Source: Bank of Thailand.

.................
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TABLE IXX--Continued

Millions of Baht

1963 1964 1965 1966 1967 1968 1969

1,433

349
(245)

252

3

1,488

558
(329)

396

1,987

772
(380)

456

2,399

884
(456)

593

2

3,495

853
(510)

625

4,383

1,329
(905)

577

4,641

1,515
(1,010)

633

2,037 2,442 3,215 3,878 4,973 6,290 6,789

Percentage Distribution

70.3 60.9 61.8 61.8 70.2 69.6 68.3

17.1 22.8 23.9 22.8 17.1 21.1 22.3
(12.0) (13.5) (11.8) (11.8) (10.3) (14.4) (14.9)

12.3 16.2 14.1 15.3 12.5 9.1 9.3

0.3 0.1 0.2 0.1 0.2 0.2 0.1

100.0 100.0 100.0 100.0 100.0 100.0 100.0
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its capital outlays in relation to total government expend-

iture as well as in terms of absolute amounts. The data of

capital expenditure shown in this chapter comes from two

sources, the Bank of Thailand and the NEDB. The former

showed capital expenditure by function in fiscal years; the

latter showed expenditure by purpose. These purposes were

further classified into industrial use in calendar years.

These two sources, therefore, showed different amounts.

The figures of capital expenditure from the NEDB include

expenditures of central and local government, state enter-

prises, municipalities, provinces, and other local

government organizations. It also included capital expend-

iture financed by foreign loans and grants. The figures of

capital expenditure from the Bank of Thailand refer only to

central government and state enterprises and exclude capital

expenditure financed by foreign loans and grants. The Bank

of Thailand counted military construction as a current ex-

penditure, while the NEDB counted it as capital expenditure.

Therefore, the data for capital expenditures of the govern-

ment sector according to the NEDB is larger than that

recorded by the Bank of Thailand' (see Table XX).

Table IXX shows the capital expenditure compiled by the

Bank of Thailand. Most of the capital expenditure was

'This part has already been explained in Chapter II.
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TABLE XX

CAPITAL EXPENDITURES COMPILED BY THE
BANK OF THAILAND AND NEDB*

(Millions of Baht)

Year

I I . Ir

NEDB*

I 1*

1960

1961

1962

1963

1964

1965

1966

1967

1968

1969

2,101

2,461

3,281

4,048

4,593

5,443

6,738

8,186

9,324

9,647

BoTf**

1,192

1,117

1,654

2,037

2,442

3,215

3,878

4,973

6,290

6,789

*Source: Figures of NEDB came from The National Income

of Thailand 1969, NEDB. Figures of the Bank of Thailand

(BoT) came from The Monthly Report, Bank of Thailand.

**This is the capital expenditures of the public sector
(central and local government, state enterprises, municipali-
ties, provinces and other local government authorities) and
it was shown in the calendar year. It includes the expendi-
tures financed by foreign loans and grants.

***This is the capital expenditures of the central govern-
ment and state enterprises only. It excludes the capital
expenditures financed by foreign loans and grants, and it
was shown in the fiscal year.
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allocated to infrastructure-type expenditures, i.e.,

transportation and communication, power facilities, and

irrigation projects. Economic services accounted for 68.5

percent of total capital expenditure, and 11.6 percent went

to general services.

In Table XXI capital expenditure of the public sector

refers to gross fixed capital formation as compiled by the

NEDB. Government capital formation increased from 2,102

million baht in 1960 to 9,647 million baht in 1969.

A comparison of the ratios of gross fixed capital for-

mation between the government and the private sector in

Table XXI indicates that the gross fixed capital formation

of the public sector averaged 32 percent while that of the

private sector was 68 percent for the entire period 1960-

1969. However, the growth rate of the gross fixed capital

formation of the public sector is growing more rapidly than

that of the private sector. The growth rate of capital

expenditure of the public sector averaged 18.7 percent

while that of the private sector was 16.5 percent.

Gross fixed capital formation of the public sector was

divided into public equipment and public construction, as

shown in Table XXI and Table XXII. Table XXI shows the

government capital expenditure by industrial use for public

equipment. The amount of capital expenditure on public

equipment has increased every year. Its average growth

.. - -
._,-
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TABLE XXII

PUBLIC CAPITAL EXPENDITURES BY INDUSTRIAL USE,
CY 1960-69 (PUBLIC EQUIPMENT)*

Millions of Baht

1960 1961 1962 1963

Agriculture 122 102 218 190
(17.0%) (10.9%) (17.8%) (13.9%)

Mining & Quarrying 1 2 5 12

Manufacturing 59 115 65 61

Construction 16 37 31 33

Electricity & 310 337 339 501
Water Supply (43.1%) (36.0%) (32.5%) (36.7%)

Transportation & 101 199 264 279
Communication (14.1%) (21.1%) (21.5%) (20.4%)

Commerce 8 4 22 16

Ownership of Dwelling

Public Administration 43 63 122 173

Services 57 76 99 98

Total 717 935 1,227 1,336

*Source: National Economic Development Board, NEDB
Worksheets.

Note: Figures in brackets refer to the percentage
distribution.

WOW;=
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TABLE XXII--Continued

Millions of Baht

1964 1965 1966 1967 1968 1969

286 336 339 377 228 346
(17.5%) (18.3%) (14.2%) (15.0%) (10.0%) (12.3%)

19 15 21 36 36 37

42 46 94 57 71 68

36

412 319 414 595 696 673
(25.2%) (15.9%) (17.4%) (23.6%) (24.1%) (23.9%)

449 580 661 452 730 611
(27.47) (29.0%) (27.81) (18.0%) (25.3%) (21.6%)

28 68 54 52 76 68

242 359 478 495 413 481

121 189 264 378 489 450

1,634 1,998 2,376 2,512 2,884 2,815
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rate was 15.1 percent. An average of 27.8 percent of major

capital expenditure on public equipment went into electric-

ity and water supply. The second largest item was transpor-

tation and communication, which consumed an average of 22.6

percent, and the third largest item was agriculture at 14.7

percent.

Table XXIII shows the government capital expenditure

by industrial use for public construction at 59.8 percent,

which was greater than expenditure on public equipment.

Its average growth rate was 19.7 percent, showing a more

rapid growth rate than that of public equipment. Transpor-

tation and communication seemed to absorb the highest share

of capital expenditure on public construction at approxi-

mately 39 percent. Transportation and communication' s

share of total capital expenditure on public construction

did not change significantly, staying between 30 and 40

percent each year. Public construction on transportation

and communication from 1965 to 1966 had the biggest in-

crease: from 1,241 million baht to 1,864 million baht.

The second largest item was agriculture, at approximately

18 percent of public construction. Public construction in

the agricultural sector was mainly comprised of irrigation

projects. The third largest item belonged to public

construction for services, having a large increase from the

year 1965 to 1966: from 579 million baht to 753 million baht.
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TABLE XXIII

PUBLIC CAPITAL EXPENDITURES BY INDUSTRIAL USE,
CY 1960-69 (PUBLIC CONSTRUCTION)*

Millions of Baht

Expenditure 1960 1961 1962 1963

Agriculture 314 255 375 390
(22. 7%) (l6 .7%) (18 .2%) (18 .6%)

Mining & Quarrying @ @ 2 2

Manufacturing 70 98 38 68

Construction 32 37 26 27

Electricity & Water

Supply 138 197 361 756

Transportation & 601 665 790 767
Communication (43.4%) (43.60) (38.5%) (28.6%0)

Commerce 9 9 65 12

Ownership of Dwelling 5 5 1 6

Public Administration 52 87 88 125

Services 162 172 308 424
(11.7%) (11.3%) (l4.97) (15.87)

Total 1,384 1,526 2,054 2,682

*Source: National Economic Development Board, NEDB
Worksheets.

Note: Figures in brackets refer to the percentage
distribution.

@ = Less than one million baht.

i
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TABLE XXIII--Continued

Millions of Baht

1964 1965 1966 1967 1968 1969

390 765 726 875 1,363 1,243
(13.8%) (22.2%) (16.6%) (15.4%) (21.2%) (18.2%)

3 3 11 10 10 14

32 38 47 68 101 95

32 44 89 100 105 116

670 484 439 480 907 772

1,056 1,241 1,864 2,822 2,074 2,794
(35.7%) (36.0%) (42.7%) (49.7%) (32.2%) (40.9%)

35 53 123 121 145 150

4 4 3 3 3 7

235 233 305 283 645 512

500 579 754 912 1,086 1,127
(16.9%) (16.8%) (17.3%) (16.1%) (16.9%) (16.5%)

2,690 3,445 4,362 5,674 6,440 6,832

-----------
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This increase was due to the government construction of

houses and stadiums for the 1966 Trade Fair and Asian

Games.

If we compare public equipment to public construction

expenditure, it appears that the government has emphasized

public construction over public equipment. In the private

sector, the share of construction and equipment is in

nearly the same proportion.

International Comparison

What should be the appropriate level of government

expenditure is an important decision for every economy.

Many economists have tried to find the appropriate level

of government expenditure. One of the more interesting

articles concerning this matter was written by Alison

Martin and Arthur Lewis.9  They measured the patterns of

public expenditure in sixteen countries1 0 in various stages

of economic development. They came up with a median which

may indicate the "standard" expenditure of a government seek-

ing to achieve "average performance.," Martin and Lewis'

9Alison Martin and Arthur Lewis, "Patterns of Public
Expenditure and Revenue," Manchester School of Economics
and Social Studies (Sept. 1956), pp. 203-44.

"0The sixteen countries are: Tanganyika, Uganda, India,
Nigeria, Ceylon, Gold Coast, Jamaica, British Guiana,
Columbia, Italy, Trinidad, France, United Kingdom, New
Zealand, Sweden, and the U.S.



122

study can help provide us with comparative material in try-

ing to determine the appropriate level and distribution of

government expenditure in underdeveloped countries. It

cannot tell us which pattern is the correct one, but it can

help us understand how countries differ. The study tells us

that current government expenditure does not vary signifi-

cantly with national income per capita, so the median

expenditure can be used as an indicator of standard practice

by a government seeking to achieve no more than an average

performance. We use median expenditure as an indicator of

the standard level of expenditure because the difference

between countries at different levels of development was not

large. In this section, we will compare Thai government

expenditure with this median expenditure.

This international comparison has limitations due to

the fact that some items of expenditure overlap among the

major functions of classification. But this comparison

will give a rough idea of how these countries' government

expenditures varied from each other.

Table XXIV ranks the per capita income of sixteen

countries in 1954. The per capita income of Thailand

during the year 1954 was ranked among the lowest four

countries studied by Martin and Lewis. The total median

government expenditure of the first four countries was 13.4

percent of the GNP, of which 9.5 percent was current and

. ,...:au: .. ..... ?...:.,. ,r..ct, . ... .,awzp!ih1'+IB iz;N -. :t .t.: : .. 
-
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TABLE XXIV

PER CAPITA INCOME OF SELECTED COUNTRIES,
1953-1954*

Country

Tanganyika

Uganda . .

India . .

Nigeria .

Thailand .

Ceylon . .

Gold Coast

Jamaica .

British Guiana

Colombia .

Italy . .

Trinidad .

France

United Kingdom

New Zealand

Sweden . . .

U.S.A. . .. . .

Per

. ."

. .s

. .r

. ."

. .s

. .r

Capita Income b
. . 15.0

. . 20.1

. . 21.1

. . 21.7

. . 24.0

. . 42.5

. . 50.4

. . 71.3

. . 80.7

. . 93.7

. . 122.1

. . 122.9

. . 292.4

. . 309.6

379.3

. 398.6

. . 740.6

ruL%.o. Al a M. %r Aihr J L&1 L . LL L C..LLU L J. .LRL LJ , a e4L.L nLLI

Public Expenditure and Revenue," Manchester School of
Economics and Social Studies (Sept. 1956), pp. 240-4.

s UL
L.PT7 awis--rr o

.0

."

."

.r

*Snource:Al iisnMart-ia A r 
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3.9 percent capital. 1' In this group Thailand would have

ranked fifth, following Nigeria. Thai government expendi-

ture of 1959, compared to the average expenditure of this

group of four countries, is relatively low. Only 12.8 per-

cent of the GNP was spent for government services, of which

10.5 percent was for current expenditure and 2.3 percent

for capital expenditure. Thai government expenditure would

have ranked third lowest in this group.

Table XXV compares Thai government's expenditure on

different government functions with the median expenditure

set by Martin and Lewis for the same functions of the six-

teen countries. According to Martin and Lewis' works a

comparison reveals how Thai government expenditure changed

with the meeting of median expenditure four years later

(1959) and fourteen years later (1969). Relative to the

public expenditure of the sixteen countries, Thai govern-

ment expenditure for 1959 was still very far below the

median. Table XXV indicates that in 1959 Thai government

expenditure was only 12.8 percent of the GNP of which 10.5

percent was current and 2.3 percent capital. Total Thai

government expenditure proved to be 6.6 percent below

median expenditure, with current expenditure falling short

by 3.7 percent and capital expenditure by 2.9 percent.

'These figures were calculated from the means of the
total public expenditures, current and capital, of the
lowest four countries in Appendix C. Table L.
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Expenditure for Economic Services

This expenditure proved to be 2.8 percent below median

expenditure, with current expenditure falling short by 2.0

percent and capital by 0.9 percent. The various items

under the economic development category were all below the

median expenditure.

Expenditure for Social Services

All items of Thai government expenditure for the vari-

ous social services in 1959 fell short of the average

performance. Taken as a total, expenditure for social ser-

ices is lower than the median by 4.4 percent.

Expenditure for General Government,
Defense, and Debt

In general, Thailand spent less for general government

compared to the average performance of the sixteen countries

with the exception of defense and public debt for which it

spent more than the median.

Next we will compare Thai government expenditure for

1959 with the median expenditure of 1959 to see how Thai

government expenditure varied with the median expenditure

after a ten-year period.

Table XXVI indicates that Thai government expenditure

still failed to reach the average performance of the sixteen
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countries in 1969. The expenditures in those countries

were, of course, also rising during this period. The ex-

penditure for economic development in 1969 represents a

higher proportion of the GNP relative to that of 1959. It

is lower than the median expenditure by 0.9 percent in 1969,

as opposed to 2.8 percent in 1959. This is explained by

the increased proportion of the GNP set aside for transpor-

tation, communication, agriculture, commerce, industry, and

others. The expenditure for transportation, communication,

and agriculture had a higher percentage than the median

figure.

All expenditure figures for social services, except for

health, increased (especially education), thus approaching

the median. The proportion devoted to general government is

less than the median expenditure and less than that of 1959,

with the exception of defense expenditure, which is lower

than that of 1959 and above the median expenditure in 1969.

The expenditure for public debt came close to the median

expenditure.

Regarding total government expenditure, Thai govern-

ment expenditure is 2.9 percent less than the median expend-

iture in 1969, as compared to 6.6 percent less in 1959.

Another interesting article which is concerned about

the patterns of government spending in developing countries
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was written by J. R. Lotz.12 He analyzed variations in the

composition and size of government expenditure among

thirty-seven developing countries1 3 and described some fac-

tors which influence government expenditure decisions.

Government expenditure appears to be associated not only

with the level of per capita income but also with other

economic and social factors.

Multivariable regression analysis was also used to

identify the determinants of expenditure on particular func-

tions.'14

Expenditure for Welfare

Variation in spending on welfare is closely correlated

with the degree of urbanization. 1 5

'2 J. R. Lotz, "Patterns of Government Spending in
Developing Countries," Manchester School of Economics
and Social Studies (June 70),pp.119-14~T.

"Defined as countries with a per capita GNP of
$800 (U.S. dollars) or less.

14Symbols of variables used: w/y = expenditure on
social welfare as a percentage of GNP; u = percent of
population living in urban areas; EXP/y = total govern-
ment expenditure as a percentage of GNP; x/y = exports
as a percentage of GNP; Li = literacy rate of adults;
D/y = expenditure on defense as a percentage of GNP;
y = per capita income (in U.S. dollars); MO = exports of
mineral and oil as a percentage of total exports; ES/y =
expenditure on economic services as a percentage of GNP;
(E + H)/y = expenditure on education and health as a
percentage <>f GNP.

15As outlined by J. R. Lotz, p. 132.
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** **.

(1)16 w/y = -3.040 + 0.0659U' +0.161EXP/y
(0.0195) (0.047)

R = 0.39

Comparing the average spending which can be claculated

from equation (1) with the actual spending for each country

in the sample, countries can be ranked according to the

relative residuals1 7 as shown in Table LIII in Appendix C.

Thailand spent at an average level on social welfare serv-

ices.

Expenditure for Education and Health

(2)18 (E + H)/y = -0.337 + 0.0559x/y a + 2.080Li +
(0.0216) (0.817)

0.125EXP/y'
(0.034)

R-2 = 0.400

"The figures in parentheses in the equations are the
standard errors. In the equations one asterisk indicates
a confidence level exceeding 95 percent and two asterisks
indicates a confidence level exceeding 99 percent for two
tailed tests.

'Relative residuals can be gotten from replacing the
average value of each variable into equations; then we get
the average spending for thirty-seven developing countries.
If we subtract actual spending of each country from average
spending, we get the residuals. We ranked the countries
according to the relative residuals. If any country has a
high residual, it means that country has a higher level of
actual spending than average spending. If any country has
less or no residual, that country spends at a low or average
level.

FBAs outlined by J. R. Lotz, p. 133.
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Variation in exports and literacy is closely correlated

to the variation in spending on education and health. In

Table LIV of Appendix C, the ranking of sample countries

according to the relative residuals from equation (2) is

shown. Thailand spent at a low level on education and

health.

Expenditure for Defense

(3)19 D/y = 0.2615 - 0.00590y + 0.02008MO + 0.0476U
(0 .00168) P (0,.01115) (0 .01805)

+ 0.0805 EXP/y
(0,03670)

R-2 = 0.366

There is no strong relationship between defense expenditure

and other variables; however, the correlation coefficient

encouraged attempts to run an equation with mineral and oil

exports (MO), urbanization (U), and per capita income (Yp).

The negative relationship between variations in defense

expenditure and per capita income suggests that in this

respect low-income countries attempt to live up to their

neighbors; however, defense spending is also related to

the importance of natural resources in the country. The

ranking of countries according to relative residuals based

on equation (3) is shown in Table LV of Appendix C.

Thailand seemed to spend defense at a high level.

"As outlined by J. R. Lotz, p. 135.
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Expenditure for Economic Services

(4)20 ES/y = 0.223 - 3.442Li + 0.371 EXP/y
(1.492) (0.0638)

R-2 = 0.55

There is a close correlation with some variables for

expenditures on economic services. The correlation coeffi-

cient, however, suggests a negative relationship with

literacy. A negative relationship would suggest that

countries at a low stage of intensive development typically

allocate a larger proportion of the national income to

economic services, perhaps because governments at this

stage have a larger need for expenditures on infrastructure,

communications and irrigation than do countries at a more

advanced stage of development. This equation (4) also sug-

gests a strong relationship between spending on economic

services and overall government spending.

The ranking of sample countries according to the frac-

tional residual is of interest and it is shown in Table LVI

of Appendix C.

The above findings show from the multiple regression

that each class of expenditure is significantly and posi-

tively related to the total expenditure variable. These

findings indicate that the difference in available resources

of one dollar will, ceteris paribus, be positively

"oAs outlined by J. R. Lotz, p. 135.
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associated with a difference of sixteen cents in welfare

expenditure, of thirteen cents in expenditure on education

and health, eight cents on defense, and thirty-seven cents

on economic services. The remaining twenty-six cents may

be accounted for by expenditure on functions not analyzed,

e.g., expenditure on general administration.

The regression analysis also indicates that there is

a tendency for spending on economic services to be highest,

relative to the GNP, in countries at a low stage of inten-

sive economic development (i.e., development which

penetrates the whole economy with an increase in per ,capita

income, urbanization, monetization, and literacy) and not

to be related to the stage of export-oriented development.

Variations in defense expenditure seem to be negatively

related to per capita income, suggesting that in this

respect low-income countries attempt to live up to their

neighbors. However, defense spending is also related to the

importance of mineral resources in the country.

From the above equations we can find the rational

residual and rank developing countries according to govern-

ment spending on different fractionals, relative to the

GNP (Table LVI of Appendix C). Thailand spent at an average

level on social welfare and economic services, at a low

level on education and health, and at a high level on

defense.
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Effects of Government Expenditures
on Resource Allocation

Most services rendered by the government are not

priced, and the benefit from taking advantage of these

services goes not only to the individual but to others

as well. For example, the case of public education where

the general welfare as well as the individual welfare is

improved. Similarly, the benefits from public works may

accrue not only to the people who use them but to others

as well. Therefore, it is necessary for the government to

provide many government services for social benefits in

order to raise the real income of society.

Before making any decision, the government has to con-

sider how to allocate the existing resources to the proper

activities in an efficient way. That is, any governmental

activity has an effect on resource allocation.

. . .The most important effects of government expend-
iture on resource allocation arise out of activities
involved in the production of 'social' goods--commod-
ities and services that would not be produced at all,
or in very limited quantities, by private enterprises.
Many social goods are indivisible--that is, the
benefits accrue to society as a whole, in the sense
that there is no way of measuring and charging for
the benefits received by individuals. Accordingly,
the goods cannot be sold. National defense, govern-
ment regulatory activities, and police and fire
protection are examples. Other 'social' goods are
divisible to a certain extent (for example, education)
and can be sold, but the individual benefits are
small compared to the social benefits. To the
extent that government undertakes the production of
social goods, the allocation of resources and the
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composition of the total output of the economy is
altered. That is, resources that would be used to
produce private goods will be employed in the pro-
duction of social goods. 2 1

The government expenditure for purchases of goods and

services affects the allocation of resources. The resources

that are used to produce one commodity may be used to pro-

duce other goods and services and/or the government may

take resources out of the private sector through purchase,

so that these resources are not available for producing

goods and services in the private sector.

The most significant resource allocation from present

day government expenditure occurs in the fields of national

defense, education, and highways. In the case of education

and highway construction, they can be produced privately in

the absence of government activity.

In addition to the shifting of resources due directly

to the production of these social goods, reactions arising

from the government activity will alter resource allocation.

Education received by the populace will affect productive

capacity and alter the nature of the output of production.

Education may also change people's desire and demand for

various types of privately produced goods. Highway improve-

ment has facilitated the development of transportation and

has reduced the amount of resources used in railway activity.

2 1J. F. Due p. 232.
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The general purpose of the analysis of the allocative

effect of government expenditure by sector is to see how

the government allocated resources to different sectors.

The government tries to increase investment in the sectors

in order to equalize the distribution of development among

all sectors. If the government overemphasizes any sector

while leaving other sectors lagging behind, it would seem

to be misallocation of resources. In Thailand, the govern-

ment seems to overemphasize in some regions, for example,

"Some of the infrastructure investment, especially all-

weather roads in the Northeast, has been premature in

relation to feasible agricultural development objectives. "22

Effects of Government Expenditures
on Income Distribution

The distribution of income can also be altered by

government spending, especially through transfer payments,

because they transfer the purchasing power of one individual

group to another without the exchange of goods and services.

People who receive transfer payments will have more pur-

chasing power, such as the transfer expenditure for pension

funds, veteran aid, old-aged and child care, and the like.

"The people receiving this payment experienced net increases

in their real income as a consequence because, in the

2 2 Northeast Economic Development Planning Advisory
Group Planning Report, State 2, published by Louis Berger,
Inc. -System Association Inc . , Joint Venture, (Bangkok),
pp. 1-4.
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absence of the payment, they would not have to receive a

comparable amount of income by their own effort."2 3

Government expenditure on purchases of goods and serv-

ices is supposed to have much less influence upon income

distribution. In general, in the absence of governmental

activities, persons now employed by the government would

be employed in the private sector as long as the economy

was able to maintain full employment. Whenever government

expenditure of either type results in increased employment,

redistribution occurs in the sense that those previously

unemployed receive a greater share of the total national

income.

J. H. Adler 2 4 has made distinctions concerning the

effect of the fiscal system on the distribution of income

in two ways: by the money-flow concept and by the services,

or benefit concept.

Money-Flow Concept

Government revenue, including taxation and sales of

government assets, are "distributed" for the purchase of

goods and services, the payment of interest, the retirement

of debt, and for subsidy payment. This distribution takes

the form of money flow from taxpayers and purchasers of

23 J. F. Due, pp. 228-9

24J. H. Adler, in J. F. Due, pp. 360-66.
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government bonds to government employees, and from sellers

of goods to the government to recipients of subsidy, inter-

est, and amortization payments on the public debt. This

may result in a redistribution of income between different

individuals or households and in a changed distribution

of the national income by income brackets. A redistribu-

tion occurs if the income distribution of the group of

recipients of income that is derived from government ex-

penditure differs from the income distribution prior to

taxation of the total population.

Services or Benefit Concept

This looks at government expenditure as providing cer-

tain services that benefit the population as a whole--the

benefits being allocated to individual households in various

income brackets in accordance with the purpose of the vari-

ous types of expenditure.

For example, the expenditure for education accrues to

the teaching profession in the form of income payment and

it must be allocated to the beneficiaries of the public

school system--that is, to the student.

The expenditures which imply the transfer of real

income from high-income earners to low-income earners

through the government are the expenditures on public

health, education, and social security benefits. Individ-

ually, the low-income earners might be unable to



139

receive services such as education if the government did

not provide these services for them.

The expenditures on education compared to the total

government expenditure declined from 20 percent in 1959 to

17.2 percent in 1969, especially primary and secondary

education expenditures, while that on college and university

education rose (see Table XXVII). Primary and secondary

education was provided by the government without charge and

education services were available to all classes of people,

including the low-income group.

Expenditures on social welfare and health also faced a

decline in percentage share in spite of the increasing de-

mand for these services. This expenditure may not be

distributed to villages in distant regions.

Thus, it is noted that the government did not pay

enough attention to the problem of equality in income dis-

tribution. The above allocation of government expenditure

on education, health, and social welfare have not reduced

the differences between classes of people; rather, it has

widened them.

Development Expenditures

The NEDB is an agency preparing development plans

which are mainly programs of development expenditure in the

public sector. Development expenditures are loosely de-

fined by the NEDB to include all expenditures of central
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government, and local government and state enterprises that

contribute toward economic and social development of the

nation. The development expenditures were collected from

the total expenditures of the various projects for each year.

Development expenditure data were compiled and classified

into sectors--sources of funds were from budget appropria-

tion, foreign loans and grants, and self-financing from

state enterprises and local authorities.

The following tables contain information on the expend-

itures of the public sector both in terms of planned and

actual amount. We will divide our discussion about develop-

ment expenditure into two periods: the First Six-Year Plan

and the Second Five-Year Plan.

First Six-Year Plan Period (1961-1966)

In Table XXVIII, which shows the total amount of

planned and actual development expenditures, we see that

the planned development expenditures exceeded the actual

figures. This indicates that the First Plan was not suc-

cessfully implemented. The actual development expenditure

was 27,619 million baht against the plan target of 32,657

million baht. In financing of public development expend-

itures, every source of funds showed the actual amount less

than the target. Actual development budget-financed

expenditure was 15,558 million baht against the plan target

of 17,085 million baht; the actual development expenditure
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financed by foreign loans and grants was 7,590 million baht

against the plan target of 10,637 million baht; and the

development expenditure of self-financed projects and local

government was 4,470 million baht against the plan target

of 4,935 million baht. Also, when we turn to consider the

percentage share of each source of funds to total develop-

ment expenditure (see Table XXIX) we see that-actual budget-

financed expenditure represents 56.2 percent of total

development expenditure instead of the planned 51.8 percent.

Foreign loans and grants represent only 27.6 percent instead

of 32.5 percent, and self-financed projects and local govern-

ment expenditure represents 16.1 percent instead of the

expected 15.6 percent. However, in an overall view we can

say that development budget-financed expenditure took the

highest share of total development expenditure, followed

by foreign-financed, self-financed and local government-

supported expenditures. The share of development budget-

financed expenditure had a tendency to rise each year. In

the first phase of the First Plan (1961-1963) it was about

45 percent and in the second phase (1964-1966) it took a

higher share--more than 50 percent. However, the develop-

ment expenditure financed by foreign loans and grants tended

to fall from 33.2 percent in 1961 to 23.4 percent in 1966.

Now, turning to consider the development expenditure

as a percentage of total government expenditure (see Table

XXX we find that it took the large share of total

B15t5 . ,
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government expenditure at about 433 percent for the First

Plan Period, and its share grew each year. However, if we

study the annual growth rate of development expenditure by

total amount and by sources of funds, we see that the

growth rate fluctuated and we cannot find the relationship

of the growth rate among different categories or as com-

pared to total government expenditure.

Second Five-Year Plan Period (1967-1971)

The actual spending of total development expenditure

exceeded the plan target. (However, this comparison between

actual development and planned development expenditures may

not be reasonable because the definition of the development

expenditure was changed after the Second Plan document was

issued, so that the actual development expenditure cannot be

compared to the Second Plan development expenditure. In

particular, the definition of development expenditure in

the social sector was changed in 1967 to include outlays,

previously considered to be of a non-development nature

when the document was issued. Then the following comparison

was only roughly figured). Development expenditure was

planned at 55,717 million baht against the actual figure of

65,969 million baht, In each source of funds, actual devel-

opment expenditure also shows a higher amount than the

target (development budget-financed expenditure was actually
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TABLE XXXI

PLANNED DEVELOPMENT BUDGET EXPENDITURES
BY SECTORS, 1961-1971*

(Millions of Baht)

Sector 1961 1962 1963 1964 1965 1966

Agriculture &
Cooperation 341.6 509.1 672.9 538.8 700.7 782.9

Industry, Mining
& Commerce 230.5 257.4 333.3 146.7 182.6 126.2

Transportation &
Communication 456.1 515.5 630.0 981.0 1,362.7 1,558.3

Energy 164.1 89.9 248.8 198.4 264.4 103.2

Sub-Total 1,192.2 1,371.0 1,784.9_1,864.8 2,510.4 2,570.7

Public Welfare &

Community

Development 45.8 71.7 74.2 164.7 258.2 271.7

PublicFacilities 119.7 134.8 190.1 236.6 357.2 402.1

Public Health 38.8 84.5 105.9 186.2 215.9 244.6

Education 116.9 196.9 246.2 340.8 387.1 441.3

Sub-Total 321.3 487.8 616.4 925.3 1,218.4 1,359.7

Others 88.0 131.0 181.0 150.0 150.0 150.0

Grand Total 1,601.6 1,990.8 2,582.3 2,340.1 3,878.9 4,080.4

*Source: NEDB, Division of Economic and Fiscal Planning.
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TABLE XXXI--Continued

1961-66 1967 1968 1969 1970 1971 1967-71

3,446.0 1,495.1 1,624.2 1,684.4 1,747.2 1,869.4 8,420.3

1,276.6 156.7 172.4 163.1 141.7 163.1 797.0

5,503.6 1,729.6 2,060.2 2,089.0 1,786.5 1,516.3 9,191.7

1,068.9 242.3 397.6 288.0 230.8 228.6 1,387.3

11,295.1 3,623.7 4,254.4 4,224.5 3,906.3 3,777.4 19,786.3

897.4 246.5 259.7 271.4 307.5 303.6 1,388.7

1,437.5 566.4 754.8 828.9 811.9 852.5 3,814.5

875.9 233.4 339.5 373.7 416.5 458.1 1,814.2

1,729.2 893.8 1,080.3 1,103.5 1,169.5 1,253.3 5,500.4

4,940.0 1,940.0 2,434,3 2,577.6 2,705.4 2,867.5 12,517.8

850.0 515.0 575.0 640.0 755.0 815.0 3,320.0

17,085.1 6,078.8 7,263.7 7,442.1 7,366.1 7,459.9 35,611.2
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TABLE XXXII

ACTUAL DEVELOPMENT BUDGET EXPENDITURES, 1961-1971*
(Millions of Baht)

Sector 1961 1962 1963 1964 1965 1966

Agriculture &

Cooperation 336.0 520.2 597.7 491.4 487.1 863.5

Industry, Mining

& Commerce 230.5 223.5 332.4 159.2 182.1 219.0

Transportation &

Communication 339.1 432.1 481.5 743.7 1,036.1 1,400.6

Energy 163.7 112.9 245.2 234.9 365.2 334.9

Sub-Total 1,069.3 1,288.7 1,656.8 1,609.2 2,170.5 2,818.0

Public Welfare &

Community

Development 42.6 67.0 81.9 128.2 154.8 177.2

Public Facilities 80.6 66.8 59.9 199.8 540.6 700.2

Public Health 39.0 73.5 107.1 188.3 88.7 145.0

Education 114.4 179.2 235.1 310.9 482.7 582.8

Sub-Total 276.6 386.5 484.0 827.2 1,366.8 1,605.2

Others . .

Grand Total 1,345.9 1,675.2 2,140.8 2,436.4 3,537.4 4,423.4

*Source: NEDB, Division of Economic and Fiscal Planning.
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TABLE XXXII--Continued

1961-66 1967 1968 1969 1970 1971 1967-71

3,395.9 1,236.7 1,375.6 1,586.9 1,890.5 1,856.9 7,955.6

1,326.7 132.2 121.1 97.4 141.8 74.9 567.4

4,433.1 1,662.8 1,641.8 1,864.1 1,969.1 1,996.8 9,134.6

1,456.8 213.4 305.3 330.2 543.3 446.0 1,838.2

10,612.5 3,245.1 3,443.8 3,878.6 4,553.7 4,374.6 19,495.8

651.7 187.0 244.8 267.2 278.8 272.7 1,250.5

1,647.9 767.7 590.3 687.5 962.4 720.0 3,727.9

741.6 376.4 450.5 515.3 621.1 769.7 2,733.0

1,905.1 2,242.3 2,753.6 3,289.8 3,716.5 4,056.1 16,060.3

4,346.3 3,573.4 4,039.2 4,759.8 5,580.8 5,818.5 23,771.7

346.4 807.3 782.7 913.1 769.3 3,820.0

15,558.8 7,365.0 8,290.2 9,421.1 11,049.6 10,962.4 47,088.3
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TABLE XXXIII

ACTUAL DEVELOPMENT EXPENDITURES

(Percentage Distribution)

Sector 1961 1962 1963 1964 1965 1966

Agriculture &
Mining 25.0 31.1 27.9 20.2 16.6 19.5

Industry, Mining

& Commerce 17.1 13.3 15.5 5.7 5.1 5.0

Transportation &

Communication 25.2 25.8 22.5 30.5 29.3 31.7

Energy 12.2 6.7 11.4 9.6 10.3 7.6

Sub-Total 79.4 76.9 77.4 66.0 61.3 63.7

Public Welfare &
Community

Development 3.2 1.0 3.8 5.3 4.4 4.0

Public Facilities 6.0 1.0 2.8 8.2 15.2 15.8

Public Health 2.9 4.4 5.0 7.7 5.3 3.3

Education 8.5 10.7 11.0 12.8 13.6 13.2

Sub-Total 20.5 23.1 22.6 34.0 30.6 36.3

Others . . . .

Grand Total 100.0 100.0 100.0 100.0 100.0 100.0
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TABLE XXXIII--Continued

1961-66 1967 1968 1969 1970 1971 1967-71

21.8 16.8 16.6 16.8 17.2 16.9 16.9

8.5 1.8 1.5 1.0 1.3 0.7 1.2

28.5 22.6 19.8 19.8 17.8 18.2 19.3

9.4 2.9 3.7 3.5 4.9 4.1 3.9

68.2 44.0 41.5 41.2 41.2 39.9 41.4

4.2 2.5 3.0 2.8 2.5 2.4 2.7

10.6 10.4 7.1 7.3 8.7 6.6 7.9

4.8 5.1 5.4 5.5 5.6 7.0 5.8

12.2 30.4 33.2 34.9 33.7 37.0 34.1

31.8 48.5 48.7 50.5 50.5 53.1 50.5

. 7.4 9.7 8.3 8.3 7.0 8.1

100.0 100.0 100.0 100.0 100.0 100.0 100.0

_;
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TABLE XXXIV

PLANNED DEVELOPMENT EXPENDITURES FINANCED BY

FOREIGN LOANS BY SECTORS*
(Millions of Baht)

Sector 1961 1962 1963 1964 1965 1966

Agriculture &
Cooperation . . 1.4 98.1 399.5 231.4

Industry, Mining

& Commerce 15.0 . 10.0 151.0 78.5

Transportation &

Communication 115.0 91.0 9.0 473.4 677.1 863.1

Energy 330.9 581.7 602.8 552.0 300.4 110.1

Sub-Total 460.9 672.7 623.2 1,274.5 1,455.5 1,204.6

Public Welfare &
Community

Development . . .

PublicFacilities 12.0 91.0 339.0 407.3 68.0

Public Health . . . . 69.6 75.4

Education . . . 122.5 310.1

Sub-Total 12.0 91.0 339.0 407.3 260.1 385.5

Others ...

Grand Total 472.9 763.7 962.2 1,681.7 1,715.6 1,590.2

*Source: NEDB, Division of Economic and Fiscal Planning.

.
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TABLE XXXIV--Continued

1961-66 1967 1968 1969 1970 1971 1967-71

730.4 192.0 301.2 367.0 302.2 115.6 1,276.0

254.3 . . . . 181.6 181.6

2,228.6 886.4 1,011.9 1,071.8- 973.4 925.6 4,869.1

2,447.9 393.1 380.5 570.3 601.8 799.6 2,765.3

5,691.4 1,471.5 1,693.6 2,009.1 1,677.4 2,022.6 9,074.2

50.0 50.0 . . 100.0

917.3 15.0 171.0 426.7 . 65.1 677.6

145.0 . . .

432.6 36.0 157.0 134.0 146.9 9.1 483.0

1,434.9 51.0 376.0 610.7 148.9 74.2 1,262.8

7,186.4 1,522.5 2,071.7 2,619.8 2,026.3 2,096.8 10,337.1

O q
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TABLE XXXV

ACTUAL DEVELOPMENT EXPENDITURES FINANCED BY
FOREIGN MEANS BY SECTORS*

(Millions of Baht)

Sector 1961 1962 1963 1964 1965 1966

Agriculture &

Cooperation . . 20.1 96.4 118.9 171.4

Industry, Mining

& Commerce 4.2 63.6 16.6 57.0 55.6 192.2

Transportation &
Communication 74.3 49.3 4.3 139.3 211.7 333.6

Energy 398.9 591.3 500.2 413.2 206.1 145.2

Sub-Total 515.2 704.2 541.2 705.9 592.3 842.4

Public Welfare &
Community

Development . . .

Public Facilities 62.9 249.0 252.2 171.1 173.6

Public Health . . .

Education .. "

Sub-Total 62.9 249.0 252.0 171.1 173.6

Others . . "

Grand Total 578.1 953.2 793.4 877.0 765.9 842.4

*Source: NEDB, Division of Economic and

Yvisse:.me e omuci.uvna..voa

Fiscal Planning.
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TABLE XXXV--Continued

1961-66 1967 1968 1969 1970 1971** 1967-71

406.8 189.2 236.3 130.2 159.6 115.6 330.9

427.0 . . . . 181.6 181.6

812.5 398.8 464.5 656.7 642.3 925.6 3,087.9

2,254.9 184.5 170.9 414.5 409.8 799.8 1,979.5

3,901.2 772.5 871.7 1,201.4 1,211.7 2,022.6 6,079.9

908.8 65.1 65.1

72.9 31.0 9.1 113.0

908.8 72.9 31.0 74.2 178.1

4,810.0 772.5 871.7 1,274.3 1,242.7 2,096.6 8,258.1

**Estimated figures.
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TABLE XXXVI

ACTUAL DEVELOPMENT EXPENDITURES

FINANCED BY FOREIGN LOANS
(Percentage Distribution)

Sector 1961 1962 1963 1964 1965 1966

Agriculture &

Cooperation . . 2.5 11.0 15.5 20.3

Industry, Mining

& Commerce 0.8 6.6 2.1 6.5 7.3 22.8

Transportation &

Communication 13.7 5.2 0.5 15.9 27.6 39.6

Energy 73.8 62.0 63.0 47.1 26.9 17.2

Sub-Total 88.3 73.9 68.2 80.5 77.3 100.0

Public Welfare &

Community
Development . . ..

Public Facilities 11.6 26.1 31.8 19.5 22.7

Public Health . . .

Education . .

Sub-Total 11.6 26.1 31.8 19.5 22.7

Others

Grand Total 100.0 100.0 100.0 100.0 100.0 100.0
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TABLE XXXVI--Continued

1961-66 1967 1968 1969 1970 1971 1967-71

8.5 24.5 27.1 10.2 12.8 5.5 13.3

8.2 . . . . 8.7 2.9

17.0 51.6 53.3 51.5 51.7 44.1 49.3

47.3 23.9 19.6 32.5 33.0 38.1 31.6

81.0 100.0 100.0 94.3 97.5 96.5 97.1

19.0 3.1 0.6

5.7 2.5 0.4 2.3

19.0 . . 5.7 2.5 3.5 2.9

100.0 100.0 100.0 100.0 100.0 100.0 100.0
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TABLE XXXVII

PLANNED DEVELOPMENT EXPENDITURES BY
FOREIGN GRANTS BY SECTORS*

(Millions of Baht)

Sector 1961 1962 1963 1964 1965 1966

Agriculture &
Cooperation 22.7 40.6 43.3 43.7 47.5 52.3

Industry, Mining

& Commerce 44.4 26.5 104.9 22.2 22.3 22.3

Transportation &

Communication 164.1 271.9 312.0 147.0 122.3 107.9

Energy 48.9 21.3 99.0 6.6 8.2 9.9

Sub-Total 280.1 360.4 559.2 219.5 200.3 192.4

Public Welfare &

Communication
Development 2.2 4.1 9.0 83.5 78.5 79.3

Public Facilities .

Public Health 32.2 70.8 57.3 52.6 61.6 68.6

Education 61.3 54.0 9.9 60.2 71.3 22.7

Sub-Total 95.7 128.9 76.2 196.3 211.4 170.6

Others 70.3 126.5 164.2 214.0 136.0

Grand Total 446.2 615.6 799.6 629.8 347.7 413.0

*Source: NEDB, Division of Economic and Fiscal Planning.
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TABLE XXXVII- -Continued

1961-66 1967 1968 1969 1970 1971 1967-71

250.1 100.0 110.0 110.0 132.7 93.6 546.3

242.6 25.0 25.0 30.0 25.1 32.6 137.7

1,125.2 195.0 235.0 280.0 23.7 54.5 788.2

193.9 50.0 65.0 65.0 53.0 16.6 249.6

1,811.9 370.0 435.0 405.0 234.5 197.3 1,721.8

256.6 . . . 11.5 158.7 170.2

. 280.0 250.0 . 0.9 . 530.9

343.2 140.0 140.0 . 95.8 83.6 459.4

329.5 90.0 100.0 . 126.6 84.7 401.5

929.3 510.0 490.0 . 234.8 327.0 1,361.8

710.8 . 50.0 . 370.3 156.0 576.3

3,451.9 880.0 975.0 485.0 839.6 680.3 3,859.9
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disbursed at 47,088 million baht against the expected of

35,611 million baht; development expenditure of self-

financed projects and local government-financed projects

were actually disbursed at 8,422 million baht against the

plan target of 5,908 million baht). Only the foreign-

financed projects were significantly lower than the plan

target. The planned development expenditure financed by

foreign loans and grants was 14,197 million baht against

the actual amount of 10,458 million baht. That is, the

foreign financing represents only 15.7 percent instead of

25.6 percent of total development expenditure (see Table

XXIX).

In the Second Plan period, the budget-financed source

still accounted for the largest share of total development

expenditure, followed by foreign financing, self-financed

projects from state enterprises, and local government. We

see that the share of domestically financed expenditures in

the Second Plan is considerably higher than in the First

Plan. This indicates that 'The increased share of domestic-

financed reflects the fiscal effort in mobilizing domestic

saving for the financing of economic development, and

considerable improvement along the direction of organizing

the flow of savings. "25

2 5 Evaluation of the First Six-Year Plan 1961-66,

National Economic D eveTpment Brd (Bankk~ D67),p. 5.
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The percentage share of development expenditure in

total government rose from the First Plan (43.3 percent)

to the Second Plan (59.3 percent). This indicates that the

government has given more interest to economic and social

development (see Table XXX).

First Six-Year Plan Period (1961-1966)
Development Expenditure b Sector

Table XXXI, XXXII, and XXXIII show the planned

actual development of budget-financed expenditure by sectors.

For sectoral implementation, planned development expenditure

for industry, mining, commerce, and energy exceeded the

actual figure. Substantial under-achievement occurred in

the transportation and communication sector, due to the

fact that "The highway development program was slow to get

underway owing to the revision of the highway program,

administrative problems, and delay in bidding process."26

Implementation in the remaining sector differed slightly

from the planned development expenditure.

From the actual development budget-financed expenditure

in Table XXXII we see that the highest priorities were

given to transportation and communication (28.5 percent of

total development budget expenditure), agriculture and

co-operation (21.8 percent), and education (12.2 percent).

Taking these sectors together, they represent more than

2'Ibid., p. 14

I
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50 percent of the total development budget expenditure in

the public sector. During the First Six-Year Plan, the

transportation and communication budget rose from 25.2

percent of development budget-financed expenditure in 1961

to 31.6 percent in 1966. This was due to the fact that

"Road transport, railroad, air transport and ports were

greatly improved and expanded to meet the need for increas-

ing mobility as a result of the fast growing economy. "27

In summary, we can say that most of the budget appro-

priation went to economic services (item 1-4, Table XXXIII);

(68.2 percent of development budget-financed expenditure)

and social services (31.8 percent).

Tables XXXIV, XXXV, and XXXVI show development

expenditure was 4,810 million baht compared to a plan tar-

get of 7,186 million baht. Its actual share of total

development expenditure was 17.3 percent instead of the

expected 22 percent. Table XXXVII indicates that actual

disbursement of loans was mostly alloted to energy (47.2

percent of development expenditure financed by foreign

loans), followed by public facilities (19 percent), and

transportation and communication (17 percent). However,

none of the sectors reached planned expenditure, except

industry, mining, and commerce. Substantial under-

27Ibid., p. 7.



164

TABLE XXXVIII

ACTUAL DEVELOPMENT EXPENDITURES FINANCED BY
FOREIGN GRANTS BY SECTORS*

(Millions of Baht)

Sector 1961 1962 1963 1964 1965 1966

Agriculture &

Cooperation 29.4 35.5 46.2 24.4 30.3 58.9

Industry, Mining
& Commerce 10.3 12.3 15.9 8.4 10.5 20.4

Transportation &

Communication 83.3 100.7 130.8 69.2 85.7 66.9

Energy 7.2 8.7 11.2 5.9 7.4 14.3

Sub-Total 130.2 157.2 204.1 107.9 133.9 160.5

Public Welfare &
Communication

Development 37.9 46.0 59.8 31.6 39.2 76.3

Public Facilities . .

Public Health 30.5 36.9 47.9 25.4 31.4 61.2

Education 36.9 44.6 58.0 30.7 38.0 74.0

Sub-Total 105.3 127.5 165.7 87.7 108.6 211.5

Others 141.3 170.8 221.9 117.4 145.5 283.4

Grand Total 376.8 455.5 591.7 313.0 388.0 655.4

*Source: NEDB, Division of Economic and Fiscal Planning.
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TABLE XXXVIII--Continued

1961-66 1967 1968 1969 1970 1971** 1967-71

224.7 98.4 95.0 143.2 84.0 132.7 553.3

77.8 17.6 21.7 21.9 32.4 25.1 118.7

536.6 58.9 58.9 103.1 51.3 23.7 295.9

54.7 53.9 5.0 4.7 1.4 53.0 118.0

893.8 228.8 180.6 272.9 169.1 234.5 1,085.9

290.8 . -. 14.0 141.8 11.5 167.3

300.1 253.4 11.1 . 0.9 565.5

233.9 115.5 127.2 88.4 68.6 95.3 495.5

282.2 86.9 195.8 105.1 73.9 126.6 588.3

806.3 502.5 576.4 218.6 284.3 234.8 1,816.6

1,080.3 . 220.9 547.8 158.8 370.3 1,297.8

2,780.4 731.3 977.9 1,039.3 612.2 839.6 4,200.3

**Estimated figures.
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TABLE XXXIX

ACTUAL DEVELOPMENT EXPENDITURES FINANCED
BY FOREIGN GRANTS

(Percentage Distribution)

Sector 1961 1962 1963 1964 1965 1966

Agriculture &
Cooperation 7.8 7.8 5.8 7.8 7.8 7.8

Industry, Mining

& Commerce 2.7 2.7 2.0 2.7 2.7 2.7

Transportation &
Communication 22.1 22.1 16.5 22.1 22.1 8.8

Energy 1.9 1.9 1.4 1.9 1.9 1.9

Sub-Total 34.5 34.5 25.7 34.5 34.5 21.2

Public Welfare &
Community

Development 10.1 10.1 7.5 10.1 10.1 10.1

Public Facilities ... 10.

Public Health 8.1 8.1 6.0 8.1 8.1 8.1

Education 9.8 9.8 7.3 9.8 9.8 9.8

Sub-Total 28.0 28.0 20.9 28.0 28.0 28.0

Others 37.5 37.5 28.0 37.5 37.5 37.5

Grand Total 100.0 100.0 100.0 100.0 100.0 100.0

~,
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TABLE XXXIX--Continued

1961-66 1967 1968 1969 1970 1971 1967-71

7.8 13.5 9.7 13.8 13.7 15.8 13.2

2.7 2.4 2.2 2.1 5.3 3.0 2.8

22.1 8.1 6.0 9.9 8.4 2.8 7.0

1.9 7.4 0.5 0.4 0.2 6.3 2.8

34.5 31.3 18.5 26.2 27.6 27.9 25.8

9.6 . . 1.3 23.2 1.4 3.8

41.0 25.9 1.1 . 0.4 13.5

10.1 15.8 13.0 8.5 11.2 11.4 11.8

8.1 11.9 20.0 10.1 12.1 15.1 14.0

28.0 68.7 58.9 21.0 46.4 28.0 43.2

37.5 . 22.6 52.7 25.9 44.1 30.9

100.0 100.0 100.0 100.0 100.0 100.0 100.0
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achievement occurred in transportation and communication

(1,416 million baht), while foreign loans for public health

and education were not utilized at all. The causes of

substantial shortages in loans for the disbursement of

transportation and communication expenditures are2 8$ the

delay in the highway development program and the excessive

length of time required to complete loan negotiations,

leaving little time for disbursement within the time limit

of the First Plan.

The reason for failure of disbursement of loans for

public health and education was the slowness and inadequacy

of project preparation and formulation.

There was only one sector, public facilities, in which

foreign loans were nearly fully utilized.

In Table XXXVI we see that foreign loans were aimed

at aiding economic development because the percentage share

of foreign loan disbursement for economic services (item

1-4) was 80.9 percent, while disbursement on social services

was 19 percent.

Tables XXXVII, XXXVIII, and XXXIX show the development

expenditure financed by foreign grants; it was 10.3 percent

of total development expenditure. Every sector showed the

under-achievements from the plan target, except public

welfare and community development. The substantial under-

Iid. p. 1849.
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achievement appears in industry, mining and commerce, trans-

portation and communication, energy, and public health and

education. Development expenditures financed by foreign

grants were mostly devoted to transportation and communica-

tion (22.2 percent), while agriculture, public health, and

education each shared between 6 and 10 percent of the total

grants.

From Tables XL, XLI, and XLII development expend-

iture of self-financed projects from state enterprises and

local authorities was only 16.1 percent of total develop-

ment expenditure. This source of funds comes from the

revenue of state enterprises and local authorities. The

actual disbursement of every sector was lower than the pro-

ject target, but only slightly. Actual development expend-

itures of self-financed projects from state enterprises and

local authorities were mostly allocated to public facilities

(39.8 percent), transportation and communication (27.7 per-

cent), industry, and mining and commerce (16.6 percent).

We can now summarize the results of the development

expenditure of the First Plan. The actual spending of

total development expenditure shows the actual spending was

27,619 million baht against the planned expenditure of

32,656 million baht. The financing of development expend-

iture mostly depended on budget appropriation (56.2 percent),

followed by external sources (27.6 percent), followed by

,
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TABLE XL

PLANNED DEVELOPMENT EXPENDITURES OF SELF-FINANCED
AND LOCAL GOVERNMENT*

(Millions of Baht)

Sector 1961 1962 1963 1964 1965 1966

Agriculture &
Cooperation 32.0 33.0 50.0 31.9 23.9 24.1

Industry, Mining

& Commerce 122.0 126.0 127.0 161.1 114.0 139.3

Transportation &

Communication 138.0 220.0 302.0 380.0 177.1 155.3

Energy 130.8 91.6 121.7 113.5 69.0 61.9

Sub-Total 422.8 470.6 600.7 686.5 384.0 380.6

Public Welfare &
Community

Development .

Public Facilities 130.0 231.0 267.0 374.0 475.0 522.0

Public Health ...

Education . .

Sub-Total 130.0 231.0 267.0 374.0 475.0 522.0

Others . . .

Grand Total 522.8 701.6 867.7 1,060.5 859.1 902.6

*Source: NEDB, Division of Economic and Fiscal Planning.



171

TABLE XL--Continued

1961-66 1967 1968 1969 1970 1971 1967-71

195.0 80.0 80.0 80.0 80.0 80.0 400.0

789.4 41.5 27.0 27.1 65.0 . 160.6

1,372.4 739.9 455.9 42.0 656.0 660.2 2,554.0

588.5 160.9 262.9 213.0 324.9 739.7 1,701.4

2,945.1 1,022.3 825.8 362.1 1,125.9 1,479.9 4,316.0

1,989.0 . . 500.0 575.8 1,075.8

5.5 4.3 2.0 2.0 2.3 16.1

1,989.0 5.5 4.3 2.0 502.0 578.1 1,091.9

4,934.1 1,027.8 830.1 364.1 1,627.9 2,058.0 5,907.9
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TABLE XLI

ACTUAL DEVELOPMENT EXPENDITURES OF SELF-FINANCED
AND LOCAL GOVERNMENT

(Percentage Distribution)

Sector 1961 1962 1963 1964 1965 1966

Agriculture &
Cooperation 5.8 4.7 5.8 3.0 2.8 2.7

Industry, Mining

& Commerce 22.1 17.9 14.6 15.2 16.8 15.4

Transportation &
Communication 24.9 31.3 34.8 35.8 20.6 17.2

Energy 23.6 13.1 14.0 10.7 8.0 6.8

Sub-Total 76.5 67.1 69.3 64.7 48.2 42.2

Public Welfare &
Community

Development 23.5.

Public Facilities 23.5 32.9 30.8 35.3 51.8 57.8

Public Health . .

Education .

Sub-Total 23.5 32.9 30.8 35.3 51.8 57.8

Others . . .

Grand Total 100.0 100.0 100.0 100.0 100.0 100.0

. _ -- ,
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TABLE XLI--Continued

1961-66 1967 1968 1969 1970 1971 1967-71

3.9 5.9 4.7 4.3 5.1 3.9 4.7

16.6 3.1 . - - - 3.1

27.7 59.9 51.3 49.9 41.9 32.1 45.2

11.9 11.4 21.4 21.0 20.8 35.9 23.5

60.2 75.8 77.5 75.3 67.9 71.9 73.7

39.8 23.7 22.5 24.6 32.0 27.9 26.1

0.4 . 0.1 0.1 0.1 0.7

39.8 24.2 22.5 24.7 32.1 28.1 26.8

100.0 100.0 100.0 100.0 100.0 100.0 100.0

,F~, .
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TABLE XLII

ACTUAL DEVELOPMENT EXPENDITURES OF SELF-FINANCED

AND LOCAL GOVERNMENT*
(Millions of Baht)

Sector 1961 1962 1963 1964 1965 1966

Agriculture &

Cooperation 28.9 29.8 45.2 28.9 21.6 21.9

Industry, Mining

& Commerce 110.3 113.9 114.8 145.7 130.2 125.9

Transportation &

Communication 124.8 198.9 273.0 343.5 160.1 140.4

Energy 118.2 82.8 110.0 102.6 62.5 55.9

Sub-Total 382.2 425.4 543.0 620.7 374.1 344.1

Public Welfare &

Community

Development - - -

Public Facilities 117.5 208.8 241.4 338.9 402.3 471.9

Public Health . -"-

Education . . .

Sub-Total 117.5 208.8 241.4 338.2 402.3 471.9

Others . .

Grand Total 499.7 634.2 784.4 958.9 776.7 816.0

*Source: NEDB, Division of Economic and Fiscal Planning.

0
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TABLE XLII--Continued

1961-66 1967 1968 1969 1970 1971** 1967-71

176.3 80.0 80.0 80.0 75.2 80.0 395.2

740.8 41.5 . . . . 41.5

1,240.0 739.9 866.8 928.4 616.0 660.2 3,811.3

532.0 160.9 362.1 390.9 305.4 759.7 1,959.0

2,689.8 1,022.3 1,308.9 1,399.3 996.6 1,479.9 6,207.0

1,780.1 320.0 380.0 457.0 470.0 575.8 2,202.8

5.5 . 2.0 1.9 2.3 11.7

1,780.1 325.5 380.0 459.0 471.9 578.1 2,214.5

4,469.9 1,347.8 1,688.9 1,858.3 1,468.5 2,058.0 8,421.5

*Estimated figures.
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self-financed and local government (16.1 percent). For

every source of funds, the development expenditure was lower

than the planned target. Substantial shortages belong to

foreign loans and grants. The actual utilizing of foreign

loans and grants was 7,591 million baht, while the planned

target was 10,637 million baht. This indicates that foreign

financing was 27.6 percent of total development expenditure

instead of the expected 32.4 percent.

Transportation and communication seemed to be responsi-

ble for substantial shortages in every source of funds.

However, in the overall view of the First Six-Year Plan

the government emphasized improving transportation and com-

munication, public facilities, energy, and agriculture (see

Table XLIII).

Second Five-Year Plan Period (1967-1971)
Development Expenditure by Sector

The actual total development expenditure exceeded the

planned development expenditure, as shown in Table XXVIII.

The definitional coverage of development expenditure was

changed since the Second Plan document was issued so that

the actual development expenditure cannot be compared to

the Second Plan objectives. Thus we cannot determine

whether or not the implementation of the plan exceeded

or was lower than the plan projected.
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However, the development expenditure of the Second Plan

was very much higher than the First Plan.. Every source of

funds also showed a higher amount. The expenditure financed

by budget appropriation accounted for a higher share of

total development expenditure. It was 70.5 percent while

external sources were less (15.8 percent) than that in the

First Plan.

Total development expenditure in the Second Plan was

mostly devoted to transportation and communication, 
followed

by education (which was raised to the second 
largest item

in the Second Plan), agriculture, public facilities, and

energy (see Table XLIII) .

Development expenditure financed by foreign loans was

mostly allocated to transportation and communication, energy,

and agriculture. It seems that the share of foreign loans

financing total development expenditure was reduced.

The development expenditure financed by foreign grants

was mostly allocated to other expenditures, i.e.., public

facilities, education, and agriculture.

Expenditure self-financed from state enterprises and

local government was mostly allocated to transportation

and communication, public facilities, and energy.

Thus we can say that transportation and communication

is still the largest absorber of development expenditure.

~-fl
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Third Five-Year Plan Period (1972-1976)

In the Third Plan, development expenditure in the pub-

lic sector was expected to reach 100 billion baht as opposed

to 56 billion baht in the Second Plan and 33 billion baht

in the First Plan. The amount of development expenditure

for the Third Plan reflects the government's desire to

promote national development. The amount of development

expenditure of the Third Plan is double that of the Second

Plan (see Table XLIV).

The following table (Table XLIV) shows the sectoral

allocations of public development expenditure and indicates

sectoral priorities in the First, Second, and Third Plans.

In the First Plan, the government emphasized transpor-

tation and communication (31.4 percent of total development

expenditure), community facilities or urban and rural

development (16.7 percent), and agriculture (14.1 percent).

In the Second Plan, transportation and communication still

reamined the largest portion of development expenditure,

although its share declined slightly to 30.6 percent of

total development expenditure; agriculture became the

second largest item (20.3 percent). This reflects the

importance attached to the achievement of greater agricul-

tural productivity and the acceleration of overall rural

development. Development expenditure on rural and urban

development also increased (18.3 percent), this expenditure
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benefiting the rural areas and promoting urban development

such as housing and water supply. There was a substantial

increase in education, from 7.6 percent of development ex-

penditure in the First Plan to 11.7 percent 
in the Second

Plan. The increase in education expenditure arose from 
the

emphasis on 'investment in human resource allocation in the

Second Plan, while the share of industry and mining to

development expenditure declined due to the government's

policy of promoting private investment and restricting 
the

expansion of public enterprises.

In the Third Plan, transportation and communication did

not remain as the largest sector anymore. Its share in this

plan declined substantially to 19.4 percent. 
Education

replaced it as the largest sector; its share increased tre-

mendously to 32.8 percent. This is due to the government's

policy to put great emphasis on development 
of education.

The share of urban and rural development still remains the

third largest item, although its share declined slightly to

15 percent in the plan.

Financing of development expenditure during the Third

Plan, as in the First and Second Plans, came mainly from

domestic sources; about 83 percent of the financing of

development expenditure during the Third Plan came from

domestic sources (see Table XLV).
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Foreign financing required in the Third Plan is larger

than that in the First and Second Plans in absolute terms,

but its share has declined to 16.9 percent of development

expenditure. From the First Plan to the Third Plan, the

government has tried to mobilize domestic resources to the

higher extent and reduce resources from foreign sources.



CHAPTER V

CONCLUSION

The main objective of this study is to see how the Thai

government's expenditure pattern shifted over a period of

time. We first discussed the theory of public expenditure

development in Chapter I before exploring our analysis in

order to gain a general background of the patterns of gov-

ernment expenditures.

Chapter II provided preliminary exploration into the

basic patterns of budget policy. There were budget reforms

in Thailand in 1933 and 1959. The Thai budget system was

changed from a conventional to a performance budget; that

is, budget expenditure was changed from an agency classi-

fication to an economic-functional classification.

Modern budget-making processed (1) budget preparation;

(2) budget resolution; and (3) budget execution.

Before going into an analysis of the growth and pat-

terns of government expenditure, we discussed data problems.

Government expenditure data appearing in this chapter mostly

came from the Bank of Thailand, NEDB, and the Department of

the Comptroller-General. Each had different definitions of

government expenditure.

184
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Chapter III was devoted to an analysis of 
the growth

of government expenditure in pre-war and 
post-war periods.

The study was mainly based on the work of Peacock and

Wiseman in The Growth of Public Expenditure in the United

Kingdom. The growth rate of the number of civilian employ-

ees and the amount of the government payroll in the pre-war

period were higher than those in the post-war 
period. The

growth of government expenditure at current 
prices in the

pre-war period was less than that in the post-war 
period.

The effect of wars, or the displacement effect, had little

influence on Thai government expenditure because Thailand

was not directly at war.. The important factors that ex-

plain the rise in government expenditure were 
the rise in

the general price level and the extension of government

functions. This was supported by the graphic explanation

which showed the trend of government expenditure at current

prices, at constant prices, and on a per capita basis.

Government expenditure at constant prices was not rising as

rapidly as the actual money expenditure, particularly in

the post-war period.

In Chapter IV, functional-economic classification of

government expenditure was used to explain the pattern 
of

Thai government expenditure during the 1960's. The data of

government expenditure in this chapter is mostly from the

Bank of Thailand and the NEDB. The government expenditure
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was classified into four main functions: economic service,

social service, general service, and unallocatable expendi-

ture. During the period 1960-1969, general service

expenditure accounted for the biggest portion of total

government expenditure (36.3 percent), followed by social

service (29 percent), economic service (24.9 percent), and

unallocatable expenditure (13.9 percent).

Expenditure for economic services was mostly devoted

to transportation and communication (45.1 percent), agri-

culture (30.4 percent), and fuel and power. Expenditure

for social services was mostly channeled into education

(64.8 percent), social security, welfare, and health. Ex-

penditure for general service was mostly devoted to national

defense (48 percent), general administration (19.5 percent),

justice, police, and law (22.5 percent), and miscellaneous

community services (9.8 percent).

Government expenditure classified by economic cate-

gories was divided into current and capital expenditures.

Government current expenditure was mostly devoted to general

services (particularly to national defense), social services

(particularly education), and economic services. Current

expenditure absorbed about 75 percent of total government

expenditure, while the capital expenditure was only 25 per-

cent. Capital expenditure was mostly devoted to public

construction (60 percent), rather than to public equipment
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(40) percent). Public construction centered on transporta-

tion and communication, agriculture, and services. Public

equipment centered on electricity and water supply, trans-

portation and communication, and agriculture. Although

public investment shared less i the total gross fixed

capital formation than the private sector, its growth rate

was more rapid than the private sector's.

Nonetheless, Thailand's expenditure level is still low

relative to other developing co ntries, especially in ex-

penditures for social services (health), and in economic

development.

Financing of government development expenditure was

mostly from domestic sources during the First and Second

Plans. In the First Plan, government expenditure emphasized

transportation and communication. (31.4 percent), community

facilities (16.7 percent), and agriculture (14 percent).

In the Second Plan period, transportation and communi-

cation remained the largest portion of development expendi-

ture, although its share to total development expenditure

declined slightly (30.8 percent). Agriculture became the

second largest expenditure.

In the Third Plan, the government had a tendency to

emphasize education and transportation and communication

was no longer the largest sector.

_.



APPENDIX A

TABLE XLVI*

GOVERNMENT EXPENDITURES CLASSIFIED
BY AGENCY, 1900-1969

Unit: Millions of Baht

Items 1900 1901 1902

Prime Minister's Office.. . .
Ministry of Interior 7.29 7.24 7.97
Ministry of Defense 4.08 4.10 4.94
Ministry of Foreign Affairs 0.76 1.17 1.09
Ministry of Finance 2.46 2.24 2.43
Ministry of Justice 1.09 1.06 1.25
Ministry of Education 0.92 0.91 0.92
Ministry of Communication 5.43 9.34 5.69
Ministry of Agriculture 1.56 1.58 2.08
Ministry of Economic Affairs . . .. . .
Ministry of Public Health 0.09 0.09 0.16
Ministry of Industry .. .. ..
Ministry of Culture .. ...
Ministry of Cooperatives .. .. ..
Ministry of National Development .. ..

Government Enterprise . ... ..
Debt Services .. *....
Royal Expense 6.10 6.10 6.20
Pay Supplement .. .. . .
Unexpected Expenditures . ... .
Contractual Payment 0.56 0.49 0.62
Other Expenditures 1.50 2.33 5.89
Special Expenditures .. .. ,.

Total Expenditure 31.84 36.65 39.25
*Sources: Comptroller - General's Department, udet

Office, and Bank of Thailand.
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TABLE XLVI--Continued

1903 1904 1905 1906 1907 1908 1909

8.03 L0.34 11.56 11.83 12.44 12.14 12:57

7.28 :L3.24 13.11 12.76 12.59 14.43 13.30

1.11 1.15 1.12 1.23 0.97 0.90 0.94
2.57 2.75 3.11 3.46 3.58 6.90 5.66

1.35 1.78 2.06 2.06 2.14 2.27 2.58

1.07 1.26 1.20 1.18 1.27 1.31 1.28

6.11 3.44 3.66 4.53 4.74 4.67 4.69

2.35 2.07 2.19 2.31 2.24 2.20 2.17

0.15 0.11 0.5 0.25 0.17 0.16 0.14

1.20 2.35 2.56 .. ..

6.50 6.60 6.80 11.00 8.40 8.50 9.40
" .. .

0.67 0.55 0:57 1.11 1.05 ..

6.72 3.34 3.30 2.77 0.24 3.55 4.47
4.11 1.14 1.64

43.91 46.63 50.03 56.84 56.50 58.38 58.84
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TABLE XLVI--Continued

1910 1911 1912 1913 1914 1915 1916

12.42
13.70
0.91
5.19
2.67
1.25
4.44
1.97

0.14

. .O

10.06

. .e

3.64
2.15

59.08

13.41
15.58
0.99
5.62
2.38
1.31
4.43
1.59

0.14

. ."

12.50

. ."

0.98
5.09

64.02

13.80
15.65
1.01
5.56
2.39
1.60
4.32
1.49

0.17

. ."

9.30

3.
3.94

4.01

63.64

13.42
16.11
1.03
5.60
2.47
1.78
4.63
1.44

0.19

. .s

9.00

. ."

4.19
2.36

63.22

13.53
16.96
1.30
5.71
2.55
2.13
5.08
1.63

0.25

3.03
9.00

1.03
1.43
2.14

65.53

14.32
17.53
1.30
5.64
2.59
2.23
5.05
2.29

0.30

4.27
9.50

1.08
0.37
3.56

70.03

13.90
17.96
1.12
6.30
3.30
2.22
5.63
2.52

0.28

4.47
9.50

1.19
0.43
2.13

70.95
s_._. 4...._' "' _ _ .

a r

.A
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TABLE XLVI--Continued

1917 1918 1919 1920 1921 1922 1923

14.08 14.25 16.19 16.99 15.97 15:36 14.04
20.33 18.76 20.37 22.08 20.95 21.42 22.03
1.18 1.27 1.54 1.55 1.74 1.53 1.72
6.30 6.37 7.07 6.90 6.39 6.21 6.42
3.38 3.43 3.56 3.72 3.71 3.84 5.03
2.30 2.35 2.71 2.77 2.84 3.01 3.11
6.33 8.04 8.68 9.38 10.55 11.27 11.89
2.44 2.56 2.97 3.20 3.27 3.52 3.62

0.40 0.37 0.73 0.38 0.37 0.39 0.43

" " r e a .. " " "*" *

4.56 4.52 4.38 4.97 4.73 5.64 7.05
8.50 9.50 9.50 10.10 10.60 10.00 10.50

1.17 1.46 1.29 1.34 1.38 1.35 1.31
1.50 0.55 0.95 0.09 0.55 1.84 0.36
1.18 16.28 2.61 2.67 2.31 1.55 2.62

74.15 89.71 82.55 86.13 85.36 86.93 91.05
. ..

NOW molow 1-1111 WIN

4 0 i..Mr4F Y_0R_
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TABLE XLVI--Continued

1924 1925 1926 1927 1928 1929 1930

14.51
22.64
1.73
6.73
5.14
3.06

11.56
4.18

0.47

9.53
11.00

1.37
0.52
4.01

96.45

13.78
23.20
1.61
6.59
5.11
3.21

11.86
4.06

0.81

9.53
10.50

2.15
. .

9.36

101.77

12.38
21.26
1.72
6.15
4.88
2.88

12.19
3.59

0.98

9.93
7.20

3.00
2.72
0.48

18.46

107.82

14.62
21.33
1.33
6.47
2.90
2.91
6.12
3.75

1.00

9.40
6.90

12.85
2.80
8.05

16.96

117.39

15.64
21.92
1.32
6.53
2.96
3.09
7.36
4.13

1.13

9.40
7.40

20.01
2.92
0.54
2.37

106.92

18.09
21.92
1.24
6.51
3.00
3.42
9.17
4.65

1.23

9.40
7.10

15.71
3.29
0.37
2.00

107.10'

17.70
19.12
1.26
6.72
3.05
3.71
9.43
4.56

1.35

w "5

9.70
7.20

7.10
3.69
0.65
1.06

96.30
L_ -_.L

. .
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TABLE XLVI- -Continued

1931 1932 1933 1934 1935 1936 1937

0.59 1.29 1.20 1.27 1.31
16.56 12.72 16.28 16.24 16.91 20.26 19.51
15.49 13.53 18.31 16.75 23.16 23.56 26.98

1.21 0.83 0.78 0.72 0.74 0.73 0.85
6.53 5.87 5.75 5.34 6.24 7.76 6.71
2.79 2.57 2.15 2.09 2.19 2.18 2.18
3.53 3.28 6.01 8.14 9.38 11.57 11.57

7.71 4.05 . --- a--
3.45 2.95 . 3.33 3.81 4.07 4.40
0.50 1.05 6.42 3.04 3.00 11.64 11.64

1.37 1.36 .. 1.29 1.58 .. .

I o. " A e

9.70 9.48 8.28 8.44 8.95 8:37 8.47

6.10 4.00 3.36 2.75 1.30 0.93 0.93

7.46 r 
0.11 .. 0.06

3.71 5.10 5.55 5.94 6.12 6.36 6.65
0.50 1.80 0.16 0.46 0.38 1.06 0.40
0.87 1.64 .". -.. ..

87.48 70.23 73.64 75482 85,07 98.14 101.66
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TABLE XLVI- -Cont inued

1938 1939

1.50 1.16
22.29 15.08
27.88 25.69

0.95 0.77
7.26 5.01
2.45 1.47

14.72 9.03

5.14 3.53
12.62 8.57

6 89 3.89
1.20 0.59

0.08 1.13
7.26 4.77
0.52 0.33

110.76 81.04

1940

2.30
26.75
47.09

1.12
7.60
2.51

15.26

6 '86
14.35

8.90
1.09

1.88
9.13
0.73

145.55

1941 1942 1943 1944
I I1

2.29
30.28
59.66

1.26
9.48
2.22

17.39
0.02

.00
14.77

8.42
0.96

3.98
8.57
0.69

30.75

1.46
25.07
81.94
1.75
9.16
2.16

15.82
16.69
6.49
0.75
3.69
0.39

2.34
0.92

0.46
8.88
0.78

27.75

198.74 } 206.50

1.99
25.28
98.08

1.74
8.97
2.16

15.57
18.93

0.80
0.64
4.07
6.14

0.12

2.02
0.91

1.29
9.12
0.74

69.44

267.89

3.5 5
37.27

152.76
4.51

43.08
2.51

21.21
19.15
0.85
0.78
5.07
7.67

0.07

0.49
1.05

21.12
9.12
0.74

73.18

404.23
I

i
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TABLE XLVI--Continued

1945 1946 1947 1948 1949 1950 1951

3.14 7.56 9.18 7.32 17.47 26.73 25.05
38.58 62.57 84.16 103.63 117.34 133.71 168.91

392.29 144.68 134.99 187.05 304.83 319.72 485.20
1.44 3.75 14.14 8.59 8.28 10.47 8.55

15.28 33.79 63.22 50.56 47.58 64.07 50.62
2.33 2.44 2.64 3.33 5.24 6.28 8.99

21.60 25.25 35.37 83.09 90.15 121.69 155.05
25.25 29.35 72.23 79.63 86.10 101.37 114.38

8.53 9.48 17.62 22.59 38.8 53.92 59.31
0.77 0.75 1.22 1.02 1.08 1.86 2.37
7.82 10.83 21.81 28.98 22.06 44.36 75.98
0.81 1.01 1.50 1.5 2.63 10.09 8.40
0.04 .. "..".."w.

9.29 108.09 47.15 68:3 63:05 64.94 160.20
1.62 6.60 4.53 6.5 4.69 7.67 5.52

280.95 458.39 500.0 619.32 901.43 1012.37
70.44 3.57 12.54 2.71 2.85 3.35 2.39
9.31 25.21 13.84 20.63 15.76 14.8 15,65
0.77 1.21 3.04 1.75 1.77 1.82 1.77
11.041 318.26 219.12 502.55 777.6 702.67 1045,65

520.38 1074.85 1217241 1685041 2237.32 2591.11 3416.56
... r 1074 .85 1217,.-241-1685 . 04 2237 .321

=. -

2591. 11 3416 . 5 6520 .38
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TABLE XLVI--Continued

1952 1953 1954 1955 1956 1957 1958

41.23
388.96
999.57
19.35
87.89
12.49

275.18
52.49

108.28
8.51

88.06
7.93

10.08

2.11
161.47
21.44

1629.97
4.82

14.78
2.65

1478.40

34.22
375.76
815.55
17.85

120.79
7.22

207.33
41.84
70.37
5.34

65.96
2.51
9.25

1.55
253.93

14.04
1813.53

4.37
14.53
2.39

1212.11

21.62
249.86
816.09
4.49
65.58
12.52

195.47
44.65
52.09
2.23
72.26
3.44
5.77

103.17
20.04
593.01

4.14
15.02
1.92

1329.98

4441.52

90.78 97.38
579.66 501.95
.798.36 744.53
25.65 27.55

153.35 93.67
11.88 13.30

257.46 120.07
48.22 44.67
76.14 58.78
8.09 7.10

83.13 64.53
4.25 5.55

18.06 7.66

1.66 1.17
252.69 335.21
22.60 19.72

2075.93 1656.04
17.52 8.27
16.83 19.60
4.94 3.17

898.60 892.80

5466.18 5841.77

32.83
367.44
947.00
17.89

114.07
15.08

264.27
52.45
97.76
3.00

123.70
5.67
8.98

160.05
17.86

1611.41
4.84

14.88
2.33

1206.67

5096.33 5444.79 I5109 .08

112.25
452.51
684.05
33.02
59.98
10.12

310.47
66.05
72.97
9.35

101.58
5.74
6.08

0.70
601.35
20.27

1694.69
8.25

21.15
3.02

971.05

6400.16
v r - - rr rr. :ar+ r - .i. . . -_ _ "' r. .+r. sra r .rr i.........r....
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TABLE XLVI--Continued

1959 1960 1961 1962 1963 1964 1965

297.90
1161.84
1378.86

60.23
172.81
49.19

1207.75
376.61
533.31
17.86

205.27
53.84

45.34

430.13
1322.47

40.50
89.44
56.82

248.89
29.57

7578.67

261.22
982.79

1109.11
52.94

122.42
46.05

- 990.71
420.77i
468.27
13.22

170.00
31.29

37.79

461.66
873.58
38.00
70.79
40.57

215.19
29.07

362.20
1362.51
1563.75

69.07
201.2
62.88

1428.65
605.95
701.22
21.66

259.33
51.3

. .r

414.79
1091.97

29.72
101.40
108.67
320.83

31.76

479.98
1495.82
1637.18

86.85
278.12
66.32

1589.30
216.57
217.89
33.25!

305.251
13.921

1521.00
656.57

1213.49
27.56

104.98
175.09
346.77
36.61

182.32
1097.74
1412.09

55.62
152.08
45.76

1243.32
461.00
438.88
18.81

265.94
25.44

44.40

481.50
632.44-

32.61
0.70

17.04
178.47
106.59

6392.85

480.60
1753.82
1758.22
95.68

265.31
70.19

1718.61
227.75
247.45
42.97

383.15
30.91

1573.58
691.101
994.42
30.69

106.28'
110.51
407.56
41.66

11030.396435.8818852.57110502.56

546.25
2116.58
1957.21
112.08
299.30
73.98

1846.54
272.43
277.18
54.04

404.74
27.08

a..

2103.54
670.09
652.67
33.22
177.31
318.77
411.99
43.69

2398.62

a a t

wo
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TABLE XLVI--Continued

1966 1967 1968 1969

738.01
2495.59
2220.58

113.78
371.79
76.22

2017.06
249.60
372.99
76.45

448.64
60.11

2771. 82
722.16
779.00

34.84

426.83
595.95
29.50

860.08
4156.47
2660.85

103.30
509.53
74.28

1026.79
279.75
443.16
58.49

508.81
198.25

3982.60
603.49

1324.65
45.09

605.44
680.30

3332.74

1145.95
4524.51
3264.00

134.15
691.37
88.68

1226.96
260.90
582.01
41.89

587.97
55.61

4654.59
459.24

1200.00
44.75

670,00
672.67
786.90
170.01

1185.15
5100.11
3772.35
160.83
750.03
85.35

1366.89
366.37
637.94
51.88

654.41
55.30

5054.99
608.75

1999.44
51.31

878.00
909.96
807.44
200,52

14598.92 16510.80 19333:70 21171,10
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TABLE XLVII

PRICE OF RICE AND PRICE OF WHITE SHIRTING*

Year Price of Rice Exported Price of White Shirting
(Baht per Picul) Imported (Baht per Kilo)

1900 5.4 1.6
1901 5.2 1.6
1902 5.2 1.8
1903 5.8 1.8
1904 5.7 1.9
1905 5.7 1.9
1906 5.7 1.8
1907 5.6 1.6
1908 5.1 1.6
1909 5.3 1.6
1910 5.2 1.6
1911 6.2 1.6
1912 6.6 1.8
1913 5.1 1.9
1914 4.6 1.9
1915 4.7 1.8
1916 5.0 2.2
1917 5.2 3.3
1918 9.3 5.0
1919 6.6 6.0
1920 6.2 6.0
1921 6.5 3.2
1922 6.0 3.2
1923 6,5 3.5
1924 7.2 3.6
1925 7.3 3.1
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TABLE XLVII-Continued

Year Price of Rice Exported Price of White Shirting

(Baht per Picul) Imported (Baht per Kilo)

1926 7.6 2.7
1927 7.0 2.5

1928 7.1 2.6

1929 7.4 2.7
1930 6.0 2.2

1931 3.5 1.6

1932 3.4 1.3
1933 3.0 1.3

1934 2.9 1.1

1935 3.6 1.2

1936 3.7 1.2

1937 4.1 1.5

1938 3.8 1.2
1939 3.6 1.3
1940 4.6 1.6

1941 7.7 1.6
1942 8.2 8.5
1943 9.6 11.8
1944 12.6 12,.2

1945 24.7 57,5

1946 34.9 49.5*
-----waen d TraIgathe

Allocation of Resource," The Economic Development of

Southeast Asia, edited by C.D. Cowan aid George AlTan,

(Unwin Lttd7,964), Appendix A, pp. 121-220.
**Estimated from the price of clothing.
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APPENDIX B

Before 1938, there were no records on general 
price

index. Therefore we have to estimate by using the weighted

average method. If we assume that the weighted item used

for each year is a ratio of the price 
of rice exported and

the price of white shirting imported to 
the general price,

and this ratio is assumed to be 3:1 for the 
entire period,

the index for each year is calculated as:

A =Xw
w w

where Aw = weighted price index

w = weighted price index

X = price of rice exported or price of white shirting

for example,

rice price = 3.76, white shirting's price = 1.20

A = 3.76 x 3 + 1.20X1
1938-39 A=w

w4

= 3.12

1912-43 Aw = 6.61 x 3 + 1.80X1

4

= 5.41
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xx _ 5.41

100 3.21

xx _ 1.73.39 (This is the weighted price index for

1912 with 1938 as the base year.)

We calculated according to the above method; we got a

general price index from 1900-38.

After that we used two series of wholesale price

indices--one using 1938 as a base year, the other using

1958 as the base year. The first wholesale price index

(1938 = 100) covered 1938 to 1958, while the second whole-

sale price index (1958 = 100) covered the period from

1948 to 1969.

In order to find the value of government expenditure

in real terms (constant prices), we had to deflate the

expenditure figures by dividing by the wholesale price

index of the same base year.

We know that in 1958, the wholesale price index

(1938 = 100) equals 2,075. The years after 1958 can be

calculated according to the following method. Take the

wholesale price index of series 2, multiplied by 2,075

and divided by 100; for example:
94

wholesale price index of 1959 (1938 = 100) =

- W , thus X = 1,950.
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TABLE XLVIII

THAILAND' S GENERAL WHOLESALE PRICE INDEX

Year WPI* Year WPI**
(1938 = 100) (1958 = 100)

1938 100 1938
1939 116 1939
1940 171 1940
1941 225 1941
1942 249 1942
1943 314 1943
1944 411 1944
1945 1 1945
1946 1 1946
1947 1,700 1947
1948 1,650 1948 79
1949 1,540 1949 74
1950 1,616 1950 76
1951 1,700 1951 82
1952 1,781 1952 87
1953 1,687 1953 81
1954 1,650 1954 79
1955 1,930 1955 93
1956 1,974 1956 95
1957 1,974 1957 95
1958 2,075 1958 100
1959 *** 1959 94
1960 1960 32
1961 1961 100
1962 1962 106
1963 1963 99
1964 1964 93
1965 1965 96
1966 1966 110
1967 1967 118
1968 1968 113
1969 1969 115

*Source: Report on the Financial and Economic
Situation of Thailand, Bnkf Thailand,vIrious
issues,

**Source: National Income of Thailand, National
Economic Development Board, and the Bangkok Bank Monthly
Report, 1970.

***Note: Publication of Wholesale Price Index
suspended.

- .
-mw
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TABLE XLIX

WHOLESALE PRICE INDEX AND POPULATION, 1900-69*

Year Wholesale Price Index Population
(1938 = 100) (Million)

1900 142 7.3
1901 138 7.4
1902 140 7.5
1903 153 7.6
1904 152 7.7
1905 153 7.7
1906 151 7.8
1907 148 7.9
1908 136 8.0
1909 140 8.1
1910 136 8.2
1911 163 8.2
1912 173 8.4
1913 137 8.5
1914 127 8.6
1915 128 8.7
1916 139 8.8
1917 152 8.9
1918 264 9.1
1919 447 9.2
1920 197 9.4
1921 183 9.6
1922 170 9.8
1923 184 10.0
1924 202 10.3
1925 200 10.5
1926 204 10.7
1927 188 10.9
1928 191 11.2
1929 199 11.5
1930 163 11.7
1931 97 11.9
1932 91 12.2
1933 82 12.5
1934 79 12.7
1935 103 13.0
1936 98 13.3
1937 110 14.5
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TABLE XLIX--Continued

Year Wholesale Price Index Population
(1938 = 100) (Million)

1938 100 14.8
1939 116 15.3
1940 171 15.7
1941 225 15.6
1942 249 15.9
1943 314 16.1
1944 411 16.4
1945 1,053 16.7
1946 1,235 17.0
1947 1,700 18.0
1948 1,650 18.5
1949 1,540 19.0
1950 1,616 19.6
1951 1,700 20.2
1952 1,781 20.8
1953 1,687 21.5
1954 1,650 22.2
1955 1,930 23.0
1956 1,974 23.7
1957 1,974 24.5
1958 2,075 25.3
1959 1,950 26.2
1960 1,909 27.0
1961 2,075 28.0
1962 2,199 29.0
1963 2,054 29.9
1964 1,930 30.9
1965 1,992 32.0
1966 2,282 33.1
1967 2,448 34.2
1968 2,243 35.3
1969 2,386 36.5

-X7

al,*Source: Population figures came from The
Yearbooks, various issues.

Statistic
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TABLE LI*

CURRENT EXPENDITURES OF SELECTED COUNTRIES
AS PERCENT OF G.N.P., 1954

'? 0CD 1J CA F--1

Economic Development 3.40 3.20 1.85 1.44 2.98 3.44
Roads 0.71 0.74 0.22 0.23 0.51 0.92
Transportation & 0.59 0.37 0.12 0.31 0.83 0.41

Communication
Commerce & Industry 0.05 0.17 0.33 0.12 0.36 0.26

Agriculture 1.22 0.86 0.41 0.23 0.47 1.26
Drainage .. 0.02 0.24 .. 0.24

Mining 0.09 0.08 ... 0.02 0.02 0.04

Public Works 0.74 0196 0.53 0.53 0.55 0.55
Social Services 4.04 5.01 1.39 1.48 7.12 5.32

Education 1.70 2.39 0.77 0.78 2.94 3.06
Health 1.28 1.06 0.44 0.53 2.07 1.23
Social Insurance 0.50 0.60 0.18 .. 1.24 0.43

Water Supplies 0.14 0.44 .. 0.07 0.16 0.27
Land Settlement 0.33 0.35 .. 0.10 0.57 0.18
Labor 0.07 0.12 .. .. 0.13 0.05

Housing 0.02 0.05 .. .. 0.01 0.10

General Government 3.87 3.17 3.09 1.42 2.77 2.56
National Defense 0.27 0.45 1.91 0.50 0.49 0.48
Public Debt 0.33 0.43 0.60 0.14 1.06 0.40

TOTAL_ 11.91 12.26 8.84 4.98 14.42 12.20

*Source: Alison Martin and Arthur Lewis, Patterns
of Public Revenue and Expenditures (Manchester, 1956),
p. 233.
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TABLE LI--Continued

HHHIr t$
jo P 14 rL D P H ~1 i o eo r -C " C

2.91 3.91 2.56 3.60 4.56 3.35 3.26 5.57 2.54 1.89
0.82 0.87 0.39 0.55 1.13 0.78 0.70 1.18 1.05 0.63
0.68 1.09 1.00 0.75 0.89 0.86 0.10 0.72 0.45 0.28

0.13 0.03 0.12 0.52 0.25 0.66 0.16 0.21 0.17 0.02
0.72 0.96 0.23 0.77 1.34 0.23 2.22 2.41 0.31 0.87
0.05 0.55 .. .. 0.13 .. 0.08 0.10 ..

0.01 0.06 0.03 .. 0.02 .. .. 0.01 0.06 0.01

0.50 0.35 0.79 0.01 0.80 0.82 .. 0.94 .. 0.03
5.79 6.05 3.16 9.92 6.59 7.63 13.72 15.13 13.33 7.14
1.99 2.19 1.68 2.99 2.24 1.97 3.47 2.68 4.27 2.42
2.06 1.93 1.84 2.08 2.46 1.62 3.28 3.42 2.57 0.92
1.07 1.26 0.56 4.33 1.17 3.51 5.84 7.98 5.59 3.49
0.09 0.32 .. .. 0.20 0.05 0.32 0.14 0.23 0.08
0.30 0.28 .. 0.38 0.34 0.25 .. 0.45 0.24 ..
0.04 0.05 0.08 0.14 0.08 0.12 0.12 0.23 0.30 0.08
0.24 0.02 .. .. 0.10 0.11 0.69 0.13 0.13 0.17
2.89 3.24 3.26 3.76 3.23 3.32 2.36 2.92 3.07 2.40
0.14 0.06 1.43 5.33 0.03 9.49 9.89 3.74 3.74 13.90
1.35 1.03 1.39 1.97 1.13 1.97 4.77 2.75 0.81 2.18
13.08 14.28 11.89 24.58 15.54 25.76 34.00 30.12 23.49 27.43

y;v'
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TABLE LII*

CAPITAL EXPENDITURES OF SELECTED COUNTRIES
AS A PERCENTAGE OF G.N.P., 1969

z

P3((D%4go0

Economic Development 1.64 3.10 1.31 1.56 5.66 5.63
Roads 1.02 0.97 0.02 0.30 0.43 1.29
Transportation & 0.12 0.19 0.29 0.47 1.09 2.49

Communication
Commerce & Industry .. 0.05 0.38 0.25 1.05 0.59
Agriculture 0.38 0.80 0.02 0.06 1.15 1.80
Drainage .. 0.03 0.32 .. 1.55

Mining 0.02 0.05 .. 0.06 .. 0.01

Public Works 0.10 1.01 0.28 0.42 0.39 0.25
Social Services 1.92 2.80 0.69 0.73 1.37 2.06
Education 0.53 1.15 .. 0.46 0.39 0.69
Health 0.32 0.34 0.01 0.09 0.36 0.58
Social Insurance .. .. .. .. 0.05

Water Supplies 0.80 0.46 0.68 0.17 0.12 0.75
Land Settlement 0.03 0.09 .. 0.01 0.15 0.03
Labor .. .. .. .. 0.01 0.01

Housing 0.24 0.76 .. .. 0.29

General Government 0.40 0.81 0.20 0.01 0.16 0.42
National Defense 0.02 0.10 0.10 0.10 0.26 0.13
Public Debt 398 6. . .. . .45 8.

TOTAL 3.98 6.81 2.30 2.40 7.45 8.24

Patterns
I956),

*Source: Alison Martin and Arthur Lewis,
of Public Revenue and Expenditures (Manchester,
V 2T347
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TABLE LII--Continued

" H r 5 9IHeOd Q r t i'e mN
::s CD H P)HmioCL 0C(

2.35 3.67 3.21 3.57 2.30 4.01 0.93 4.92 5.74 1.24

0.60 0.46 1.02 0.37 1.24 0.54 0.09 0.76 1.84 0.90
0.43 0.76 0.46 0.82 0.24 0.96 0.59 1.29 2.89 0.08

0.10 0.11 0.21 0.58 .. 1.48 0.11 1.70 0.73 0.01
0.54 0.74 0.34 0.87 0.06 0.57 0.04 0.59 0.32 0.24
0.22 0.01 .. 0.47 0.21 .. 0.10 0.19 .." ..
0.01 0.23 .. 0.03 .. 0.06 .. 0.14 ".. i.

0.45 0.36 1.18 0.43 0.55 0.40 .. 0.35 0.16 0.01
1.48 1.69 .. 1.54 2.86 2.51 3.41 2.83 4.70 1.40
0.32 0.15 .. 0.15 0.24 0.48 0.52 0.76 1.13 0.66
0.06 0.64 .. 0.05 0.47 0.06 0.13 0.14 0.36 0.27

.. .. .. ..o .. .. 0.02 .. 0.12 ..
0.30 0.10 .. 0.18 1.81 0.15 0.36 0.10 0.57 0.31
0.09 0.08 .. 0.44 0.13 .. .. 0.45 .. ..

0.71 0.72 .. 0.72 0.21 1.82 2.38 1.38 1.52 0.16
0.21 0.60 .. 0.44 0.35 0.41 0.57 0.52 0.65 0.24

.. .. .. . ". .. 1.18 0.46 .. 2.90 1.38

4.04 3.96 3.21 5.55 5.51 8.11 5.37 8.27 13.99 4.26
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TABLE LIII*

RANKING OF THIRTY SEVEN DEVELOPING COUNTRIES ACCORDING TO
GOVERNMENT SPENDING ON WELFARE RELATIVE TO G.N.P.

CALCULATED AS FRACTIONAL RESIDUALS
BASED ON EQUATION (1)

Rank Number Country Fractional Residual

HighWelfareExpenditures

1 Tanzania 0.83
2 Ceylon 0.73
3 Guatemala 0.70
4 Paraguay 0.70
5 Malagasy 0.63
6 Uganda 0.56
7 Chile 0.44
8 Honduras 0.38
9 Greece 0.33

10 Malawi 0.31
11 Sudan 0.23

Average Welfare Expenditures

12
13
14
15
16
17
18

Ghana
Thailand
United Arab Republic
Costa Rica
Ethiopia
Algeria
Trinidad and Tobago

0.17
0.06

. .

0.08
0.11
0.17
0.19
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TABLE LIII -- Continued

Rank No. Country Fractional Residual

Low Welfare Expenditures

19 Iraq - 0.28
20 Brazil - 0.31
21 Panama - 0.32
22 El Salvador - 0.35

23 Phillipines - 0.50
24 Korea - 0.56
25 Peru - 0.64

26 Nigeria - 0.81
27 India - 0.81
28 Afghanistan - 1.17
29 South Africa - 1.49
30 Malasia - 1.95

31 Ecuador - 2.15
32 Iran - 2.25

33 Mali - 2.64

34 Kenya - 2.96

35 Cameroon - 3.76

36 Liberia -16.87
37 Jamaica__ _ _

-Source: J.R. Lott, op. cit., p 4



213

TABLE LIV*

RANKING OF THIRTY-SEVEN DEVELOPING COUNTRIES ACCORDING TO
GOVERNMENT SPENDING ON EDUCATION AND HEALTH RELATIVE

TO G.N.P. CALCULATED AS FRACTIONAL RESIDUALS
BASED ON EQUATION (2)

Rank Number Country Fractional Residual

HighEducation and Health Expenditures

1 Peru 0.49
2 Nigeria 0.42
3 United Arab Republic 0.35
4 Panama 0.30

Average Education and Health Expenditures

Costa Rica
Iraq
Ethiopia
Iran
Ceylon
South Africa
Trinidad and Tobago
Malawi
Guatemala
Tanzania
Philippines
El Salvador
Honduras
Malaysia
Jamaica
India
Ghana
Algeria
Kenya
Chile
Ecuador

0.19
0.17
0.16
0.14
0.14
0.12
0.11
0.09
0.08
0.07
0.07
0.05
0.04

S ..

- 0.04
- 0.05

-0.05

- 0.06
- 0.07
- 0.09
- 0.16

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
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TABLE LIV- -Continued

Rank Number Country Fractional Residual

Low Education and Health Expenditures

26 Thailand - 0.24
27 Cameroon - 0.25

28 Brazil - 0.30

29 Uganda - 0.30
30 Sudan - 0.32
31 Malagasy - 0.32
32 Mali - 0.36
33 Afghanistan - 0.40
34 Korea - 0.43
35 Paraguay - 0.64
36 Liberia - 0.88
37 Greece - 0.97

Source:J.R. Lotz, . cit., p. 142.
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TABLE LV*

RANKING OF THIRTY-SEVEN DEVELOPING COUNTRIES ACCORDING TO
GOVERNMENT SPENDING ON DEFENSE RELATIVE TO G.N.P.

CALCULATED AS FRACTIONAL RESIDUALS
BASED ON EQUATION (3)

Rank Number Country Fractional Residual

High Defense Expenditures

1 Trinidad and Tobago 1.47
2 Greece 0.56
3 Ethiopia 0.53
4 United Arab Republic 0.52
5 Korea 0.48
6 Thailand 0.46
7 Guatemala 0.42
8 South Africa 0.40
9 Honduras 0.32

10 Iraq 0.31
11 Cameroon 0.28

Average Defense Expenditures

Mali
India
Ghana
Afghanis tan
Paraguay
Iran
Sudan
Malas ia
Peru
El Salvador

0.18
0.14
0.13
0.09
0.06
0.01
0.02
0.05
0.06
0.17

12
13
14
15
16
17
18
19
20
21
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TABLE LV--Continued

Rank Number Country Fractional Residual

Low Defense Expenditures

22 Ecuador - 0.20
23 Liberia - 0.23

24 Malagasy - 0.26
25 Algeria - 0.39
26 Brazil - 0.40
27 Philippines - 0.42
28 Tanzania - 0.62
29 Chile - 0.81

30 Costa Rica - 0.85
31 Kenya - 1.29
32 Ceylon - 1.89

33 Uganda - 2.18
34 Nigeria - 2.28
35 Malawi - 3.81
36 Panama - 9.56
37 Jamaica

*Source: J.R. Lotz, op. cit. p. 143.
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TABLE LVI*

RANKING OF THIRTY-SEVEN DEVELOPING COUNTRIES ACCORDING TO

GOVERNMENT SPENDING ON ECONOMIC SERVICES RELATIVE

TO G.N.P. CALCULATED AS FRACTIONAL RESIDUALS
BASED ON EQUATION (4)

Rank Number Country Fractional Residuals

High Economic Services Expenditures

1 Afghanistan 0.45
2 Philippines 0.42

3 Paraguay 0.37
4 Mali 0.37
5 Sudan 0.34
6 Korea 0.32

7 Panama 0.30

8 Guatemala 0.21

Average Economic Services Expenditures

9 Thailand 10.18
10 Ghana 0.T6

11 Uganda 0,16
12 Honduras 0.12

13 Iran 0.10

14 Trinidad and Tobago 0.08

15 Tanzania 0.07

16 Kenya 0.06

17 Greece 0.05

18 Costa Rica 0.04

19 Ecuador - 0.02

20 Jamaica - 0.05

21 Chile - 0.06

22 Algeria - 0.06

23 India - 0.07

24 Malaysia - 0.12

25 Malawi - 0.16

26 Brazil - 0.17

27 Iraq - 0.18
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TABLE LVI--Continued

Rank Number Country Fractional Residual

Low Economic Service Expenditu

28 Ceylon - 0.26
29 Ethiopia - 0.36
30 Peru-0.38
31 Nigeria - 0.48
32 El Salvador.- 0.50

33 Liberia - 0.75

34 Cameroon - 0.78
35 Malagasy - 0.83

36 United Arab Republic - 0.92
37 South Africa - 1.61

*Source: J.R.~Lotz, o. cit., p. 144.

-
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