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Executive Summary

Fiscal discipline is an important concept in fiscal policy area. Fiscal discipline would
lead to fiscal monitoring and good fiscal management that would contribute to long term fiscal
stability and sustainability. Thus, the government should follow fiscal discipline when conducting
fiscal policy or using fiscal instrument to stimulate economy in order to support stability and
sustainability growth in Thailand.

In this research, we study international recognized definitions, concepts, rules and best
practices in fiscal discipline. Case studies of other countries are also investigated. These include fiscal
responsibility laws of India, New Zealand, and the Philippines, the code for fiscal stability of the
United Kingdom, charter of budget honesty act of Australia, Maastricht Treaty of the European Union
(EU), and the fiscal consolidation agreement of Japan. In addition, we also study the implementation
of policies and practices regarding fiscal discipline in Thailand starting from the first National
Economic and Social Development plan. Related Thai laws are also included in this study.

The research methodology used in this study is a descriptive approach. Secondary data
are collected from related laws, academic paper, articles, and other publication. Both Thai and
international document are studied and analyzed in order to provide guidelines, including fiscal rules
and best practices that are appropriate to the Thai context to help increase fiscal discipline to the level
of international standard.

In this study, we propose the definition of fiscal discipline and guidelines in

increasing fiscal discipline. The definition of fiscal discipline is as follows:

Fiscal Discipline means a set of the public sector characteristics which include
allocating budget appropriately and effectively, collecting enough revenue to balance between
revenue and expenditure, maintaining an appropriate level of treasury reserve, and managing public
debt within the level that can be repaid and will not become a burden in the future.

In order to recommend guidelines to increase fiscal discipline, we propose a
framework that is divided in to 2 parts, fiscal indicators and institutional management. The fiscal
indicators cover 4 areas including revenue indicators, budget and expenditure indicators, fiscal
balance indicators, and debt financing and outstanding debt indicators. Institutional management is a

guideline for practices that would contribute to fiscal transparency and fiscal responsibility.



Results from this study can be applied in drafting fiscal law, according to the
constitution (2007). We also recommend fiscal rules to be used as fiscal sustainability indicators
including decreasing the target of outstanding debt to GDP from not exceeding 50 percent to not
exceeding 40-45 percent, and change the target of budget balance to fiscal year 2014. In order to
achieve the new target of budget balance, we propose to limit the increase rate of the yearly budget
not exceed 5 percent during 2009-2014. In addition, we propose for the government to limit the ratio
of the current expenditure at 72 percent of the budget in order to maintain the ratio of the investment
budget at the appropriate level. We also purpose that the government should consider the primary
balance to be at least balance if not surplus when preparing the budget. As a result, the government
can have enough revenue to cover both current and investment expenditures and also has the ability to

repay whole or part of its debt which would maintain stability of fiscal position in the long run.
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2 “The reference values referred to in Article 104c(2) of the Treaty are:
- 3% for the ratio of the planned or actual government deficit to gross domestic
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- 60% for the ratio of government debt to gross domestic product at market prices.”
Source: TREATY ON EUROPEAN UNION, Official Journal C 191, 29 July 1992 (Section “PROTOCOL on the
excessive deficit procedure”, Article 1) http://eur-lex.europa.eu/en/treaties/dat/11992M/htm/11992M.html
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M1 5.5 qaavilszina gamsauiivay tazgamsndudesnumuszuuaulszana

Aauelavilszanes 2540 — 2555

HUIE : IULN

UM 2540 2541 2542 2543 2544 2545 2546 2547
1 5181"!(3 925,000 782,020 705,420 750,000 805,000 823,000 825,000 | 1,063,600
2 295U 925,000 | 800,000 | 800,000 | 860,000 | 910,000 | 1,023,000 | 999,900 | 1,163,500
uszane
318918
2.1 518‘5181]53‘%“1 520,453 512,331 585,115 635,585 679,287 773,714 753,455 836,544
2.1.1 | O/W 51891891 23,123 13,186 69,851 71,686 86,783 90,506 67,815 85,963
aonILlY
RS RRVATISEY
2.2 iwiiwamu 380,050 256,433 233,535 217,098 218,578 223,617 211,494 292,800
2.3 318?‘16%13%51& 24,497 31,236 5,350 7,317 12,135 25,669 34,952 34,155
Yy A Y
AR
3 qasuilszina 0| -17,980 | -94,580 | -110,000 | -105,000 | -200,000 | -174,900 | -99.900
1-2)
4 QAMIAUUUNY | 404,547 | 269,689 | 120,305 | 114,415 | 125,714 49,286 71,545 | 227,056
1-2.1)
5 qammé’a 47,620 26,442 -43,379 -30,996 -6,081 -83,826 -72,134 20,218
X v
189AU
(hisawsene
, K
FI52HH)
(1-2+2.1.1)
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M3197 5.5 gasuilszana gamsauiivau tazgamsaaalosaumaszuvaulszana

aannlaudszanal 2540 — 2555 (Av)

YUY : UM

183 2548 2549 2550 2551 2552 2553 E 2554 E 2555 E
1 swla 1,250,000 | 1,360,000 | 1,420,000 | 1,495,000 | 1,585,500 | 1,710,800 | 1,856,100 | 2,015,700
2 2331 1,250,000 | 1,360,000 | 1,566,200 | 1,660,000 | 1,835,000 | 1,926,800 | 2,023,100 | 2,124,300
uszane
188
2.1 5181‘%'18]1]53‘51 881,252 959,345 | 1,136,061 | 1,209,547 | 1,332,039 | 1,387,296 | 1,456,632 | 1,529,496
2.1.1 | O/W 51891881 88,447 | 102,657 | 120,818 | 128,007 | 134,141 | 110,420 | 105,455 | 101,745
aoniily
RS RRVATISEY
2.2 ﬁfﬁhﬂa\ﬂ]u 318,672 357,468 374,649 404,677 407,000 481,700 505,775 531,075
23 | seneszau 50,076 43,187 55,491 45,776 64,023 57,804 60,693 63,729
Y a 2
AURUY
3 @muﬂizmm 0 0 -146,200 -165,000 -249,500 -216,000 -167,000 -108,600
1-2)
4 qamw‘haﬁmm 368,748 400,656 283,939 285,453 253,461 323,504 399,468 486,204
(1-2.1)
5 (v;li’mﬁﬂi;ﬁ 138,524 145,844 30,109 8,783 -51,336 -47,776 -852 56,874
A v
189AU
(aisrusreae
. &
B1521H)
(1-242.1.1)

finn : awdszanadaad e dseddlauszana 2540 - 2552
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uHUMNA 5.5 qaavi)szaina gamsauivau tazgamsndulosy

muszuvaulszana taudszana 2540-2555
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