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Sunthree Aramraung 2007: The Effect of Income Tax Structure on Consumption
Expenditure in Thailand. Master of Economics, Major Field: Economics, Department
of Economics. Thesis Advisor: Assistant Professor Supachat Sukharomana, Ph.D.

106 pages.

The main objective of this study is to identity the effect of the changes in the income
tax structures during the period of 1980-2003 on consumption expenditure. By using the
secondary date of consumption expenditure GDP and tax revenue over from NESDB, 1980-
2003 the consumption equations and the income tax equation are estimated with respect to the

dummy variable of income tax structure.

The empirical study shows that when the government change income tax structure the
marginal propensity to consume (MPC) has also been changed. The were six adjustment on
income tax structure during the period of 1980-2003 and the MPC is changed from 0.7709 to
0.8558, and to 0.8466, to 1.8595 and 1.8928. Given the same level of disposable personal

income, change in tax structure income consumption expenditure of households.

Fore each time of tax structure adjustment, it was estimated that the marginal
propensity to tax or the tax rate has been reduce. It was reduce from 9.33 percent to 8.48

and to 6.93, 5.76, 5.19 and 3.39 percent subsequently.

It can be concluded that the change in tax structure induce an increase in consumption
expenditure. The change also increase demand for consumption. The government spending

multiplier and tax multiplier are also also increased.

Student’s signature Thesis Advisor’s signature
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2526 610,941 989,070.00 62
2527 657,691 991,559.00 66
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2538 2,240,096 4,188,929.00 53
2539 2,503,554 4,598,288.00 54
2540 2,586,956 4,804,000.00 54
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2542 2,595,113 4,637,100.00 55
2543 2,762,925 4,922,700.00 56
2544 2,941,012 5,133,500.00 57
2545 3,119,979 5,450,600.00 57
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100,001 - 150,000 50,000 20 10,000 24,200
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200,001 - 250,000 50,000 30 15,000 51,700
250,001 - 300,000 50,000 35 17,500 69,200
300,001 - 350,000 50,000 40 20,000 89,200

350,001 - 400,000 50,000 45 22,500 111,700
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350,001 - 500,000 150,000 50 75,000 158,200
500,001 - 700,000 200,000 55 110,000 268,200
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1,000,000 v 11 65
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(M128: A141N)

3 5191815z m9a(Y ) 1018719501805 90Yd )
2523 590,975.00 512,998.00
2524 611,523.00 580,449.00
2525 675,422.00 653,477.00
2526 724,474.00 702,264.00
2527 767,689.00 743,270.00
2528 814,518.00 792,092.00
2529 861,503.00 839,471.00
2530 975,104.00 952,403.00
2531 1,134,181.00 1,109,459.00
2532 1,348,180.00 1,315,000.00
2533 1,517,685.00 1,470,730.00
2534 1,721,794.00 1,664,057.00
2535 1,918,474.00 1,858,323.00
2536 2,117,135.00 2,048,526.00
2537 2,360,111.00 2,277,684.00
2538 2,710,757.00 2,605,500.00
2539 2,968,696.00 2,840,925.00
2540 3,112,505.00 2,975,625.00
2541 3,118,040.00 3,043,451.00
2542 3,334,840.00 3,067,435.00
2543 3,628,683.00 3,179,750.00
2544 3,776,502.00 3,265,457.00
2545 3,983,534.00 3,384,966.00
2546 4,312,328.00 3,726,961.00

A suasuatlszmelne (2546)
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Dependent Variable: CONS
Method: Least Squares
Date: 04/26/07 Time: 13:01

Sample(adjusted): 2524 2546
Included observations: 23 after adjusting endpoints

Convergence achieved after 30 iterations

Newey-West HAC Standard Errors & Covariance (lag truncation=2)

Variable Coefficient Std. Error t-Statistic Prob.
YD 0.770887 0.024234 31.80957 0.0000
D2528YD 0.084851 0.006429 13.19839 0.0000
D2931YD 0.075652 0.017565 4.307080 0.0005
D3234YD 0.069581 0.024680 2.819347 0.0123
D3541YD 0.088665 0.026571 3.336947 0.0042
D4246YD 0.121886 0.030773 3.960810 0.0011
AR(1) 0.580687 0.105144 5.522803 0.0000
R-squared 0.997800 Mean dependent var 1690695.
Adjusted R-squared 0.996976 S.D. dependent var 959552.9
S.E. of regression 52770.46  Akaike info criterion 24.83108
Sum squared resid 4.46E+10 Schwarz criterion 25.17667
Log likelihood -278.5574  Durbin-Watson stat 1.279825
.58

Inverted AR Roots
N7 1AMIAIUIN
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Dependent Variable: TY
Method: Least Squares
Date: 04/21/07 Time: 15:07

Sample: 2523 2546

Included observations: 24

Newey-West HAC Standard Errors & Covariance (lag truncation=2)

Variable Coefficient Std. Error t-Statistic Prob.

C -48289.97 10476.84  -4.609210 0.0003

Y 0.093373 0.017431 5.356699 0.0001

D2528Y -0.008575 0.003551  -2.414995 0.0273

D2931Y -0.024040 0.007896  -3.044575 0.0073

D3234Y -0.035747 0.010762  -3.321620 0.0040

D3541Y -0.041447 0.013796  -3.004295 0.0080

D4246Y -0.054487 0.014676  -3.712602 0.0017
R-squared 0.988739 Mean dependent var 56970.92
Adjusted R-squared 0.984765 S.D. dependent var 40687.58
S.E. of regression 5022.061 Akaike info criterion 20.11956
Sum squared resid 4.29E+08 Schwarz criterion 20.46316
Log likelihood -234.4347  F-statistic 248.7816
Durbin-Watson stat 1.237459 Prob(F-statistic) 0.000000
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