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MANIPAT PATTAMABORISUITH : THE EFFECT OF GOVERNMENT
SPENDING ON PRIVATE CONSUMPTION. THESIS ADVISOR : ASSOC.
PROF. PONGSA PORNCHAIWISESKUL PH.D., 113 pp.

This study focuses on how government spending, which .is a’ fiscal policy's
instrument, affects private consumption in each category. Government spending is divided
into two groups i.e. pure public goods and impure public goods (economi¢ infrastructure
and social welfare). Private consumption is also divided into four groups i.e. [1] food,
beverages, tobacco and clothing (FC), [2] housing expenditures (HE), [3] transport and
communication (TC), and [4] all other goods and services (OGS). Econometric tools
consist of Vector Autoregressive Model, Impulse Response Function and Variance
Decomposition. The relationship has been analyzed using annual time-series data from
1968 to 2007.

The empirical results show that pure public goods have positive effects while
economic infrastructure is crowding out but social welfare is crowding in private
consumption in all groups. This thesis finds that TC is quite more sensitive to government
spending than others. It has a larger effect compared to FC. In addition, shocks in pure
and impure public goods do not have much effect on private consumption in each
component. However, economic infrastructure has negative effects on private
consumption in all groups between the 3 year and the 6" year whereas social welfare has
positive effect on FC and OGS in the first four year but its magnitude is smaller compared

to economic infrastructure.





