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Beyond Gun Versus Butter:

Resources, Tradeoffs and Thailand's

Growth of Social Expenditures, 1961-2005

Anusorn Limmanee *

Abstract

Arguing that gun versus butter tradeoff alone cannot

substantially explain growth of social spending, this article takes not

only every tradeoff between social spending and major non-social

expenditures but also impacts of spending resources into

consideration in its case study of Thailand from 1961 to 2005. It is

found that the growth of Thailand's social spending and its major

component-education expenditure tradeoffs. Among the tradeoffs, the

effect of defense spending is, albeit significant, weaker than the most

of other nonsocial expenditures' impacts. The growth of the minor part

of social spending-expenditure on health and social services, however,

cannot be significantly explained by spending resources and

nonsocial expenditures, except defense spending.

Professor in Political Science, Department of Government, Faculty of Political

Science, Chulalongkorn University, Bangkok, Thailand.
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Beyond Gun versus Butter: Resources, Tradeoffs and Thailand's
Growth of Social Expenditures, 1961-2005

Introduction

Studies on spending trade-offs have generally placed their

special emphasis on substitution relationship between defense and

social or welfare expenditures in developed countries. Based on the

notion of gun versus butter trade-off, they normally look for negative

impact of defense spending on social one and pay scant attention to

any effects of other state expenditures and spending resources. As a

result the studies are quite partial and their findings are mostly mixed,

as other important and relevant variables are not taken into account. In
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terms of immediate causes growth of social spending is theoretically

and empirically attributable not only to the gun versus butter tradeoff

but also to rise of public funds and substitution relationships between

social and other expenditures.

To fill the gap this study explores the effect of every major

spending trade-off and resources at hand on growth of social

expenditures. It takes the impacts of defense and other non-social

expenditures on the one hand and state revenue and spending deficit

on the other hand into consideration. However, unlike most of other

studies, this study deals with a case of developing country-Thailand,

instead of the developed ones. It also develops a theoretical argument

drawn from literature on developmental state and related theories, in

addition to the gun versus butter notion, to explain the case.

Despite a developmental state under military domination,

Thailand did not start its economic planning in the early 1960s with an

extraordinary spending on economic services. In 1961 the Thai state

spent 2.20 percent of its gross domestic product on economic

services, 2.46 domestic on education, public health and other social

services, 2.06 percent on general administration, internal security and

other miscellaneous services and 1.72 percent on defense. However,

the four categories of state expenditure have experienced different

rate of expansion during the 45 year period between 1961 and 2005.

Thailand's social spending has risen steadily in a parallel with

substantial expansion of state coffers and relatively slower growth of

other public expenditures. In 2005 it accounted for 6.58 percent of

gross national product, while economic and defense expenditures

were just 3.85 percent and 1.10 percent. At the same time the
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spending on general administration and internal security obtained 2.86

percent. During the 45 years Thailand's pubic revenues have also

gone up from 8.82 percent of gross domestic product in 1961 to 17.72

percent in 2005. It is, therefore, questionable whether the growth of

social spending results mainly from increased resources or decreased

shares of other non-social expenditures? For the spending resources,

dies state revenue or deficit spending has more contribution to the rise

of social spending? Between the two major components of social

spending-the expenditures on education and on health and social

services, do they experience the same effects of resources and

nonsocial expenditures?

To answer the questions above, this study starts from a review

of literature on spending trade-off and proceeds to develop its

theoretical framework and empirical model for the inquiry. In testing the

model a regression analysis is applied to detect the effect of each

independent variable on the growth of social spending. As a

longitudinal work, this study also needs Durbin-Watson's measure to

make sure that no serious auto-correlation between its time-series data

exists. A brief overview of Thailand's social spending, resources and

state expenditures between 1961 and 2005 is also made to show their

pattern of change during the three fifteen-year periods. Finally the

finding and the conclusion are presented respectively.

Previous Studies on Spending Trade-off

From the beginning studies on spending tradeoff has placed

their emphasis on the negative effects of defense spending on other

public expenditures. Pioneering works on spending trade-off like those
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by Frederic L. Pryor' and Bruce M. Russetf investigate substitution

relationship between military spending and civilian expenditures in

general. Most of subsequent studies, however, choose to study only

the negative relationship between defense spending and social or

welfare expenditures in order to detect the former at the loss of the

latter. Under the circumstances other spending tradeoffs, particularly

those between non-defense expenditures and social or welfare

spending are inevitably overlooked.

In his research on public expenditures of seven Western

capitalist countries and seven communist nations in Soviet bloc Pryor

discover a substitution relation in the cross-sectional part, albeit

statistically insignificant, between defense and non-military

expenditures but on trade-off between them in the longitudinal part of

study. As for Russet, he finds some negative effects of defense

spending on civil public expenditures in the United States for 1939 to

1968 and in Canada, France, and United Kingdom after World War 11.

The impacts on education and health expenditure in the United States

and education spending in France and United Kingdom are evident.

Later studies on the so-called gun versus butter tradeoff seem to be

more or less triggered by the findings.

The focus on gun versus butter studies begins to be noticeable

in the 1970s. One among them is Caputo's work' on the effects of

, Frederic L. Pryor, Public Expenditures in Communist and Capitalist Nations

(London: Geoge Alien and Unwin, 1968).

2 Bruce M. Russett, "Who Pays for Defenses", in American Political Science

Review 63(1969): pp. 412-426.

3 David Caputo,"New Perspectives on the Public Policy Implications on Defend

and Welfare Expenditures in Four Modern Democracies: 1950-1970", Policy

Sciences 6(1975): pp. 423-466.
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defense spending on health and education expenditures in Australia,

Sweden, United Kingdom and the United States between 1950 and

1970. Its findings are, however, inconsistent and inconclusive. While

trade-offs do not exist in the relationship between military and health

expenditures in the four nations, they show up in the one between
defense and education expenditures in the United Kingdom and

United States. This suggests that defense spending does not

necessarily pose same impact on every category of social

expenditures. Nevertheless in the case of Brazil, Hayes (1975), in a

study on its federal expenditures, finds a negative though not strong

effect of military spending on social expenditures and its positive

impact on economic spending. In his view the trade-off appears only

when spending resources are not sufficiently expanded: On the

contrary, Ames and Goff (1975) discovers only a positive relationship

between military and education expenditures in Latin America from

1948 to 1968.5

A study on the negative effects of defense spending on health

expenditures in the United States between 1929 and 1974 by Peroff

and Podolak-Warren, however, gives more weight to the existence of

tradeoff than no tradeoff, as it discovers a significant tradeoff between

4 Margaret Oaly Hayes. "Policy Consequences of Military Participation in Politics:

An Analysis of Tradeoffs in Brazilian Federal Expenditures". in Craig Liske, ed.,

Comparative Public Policy: Issues, Theories, and Methods. 1975.

5 Barry Ames and Ed Gaff. "Education and Defense Expenditures in Latin

America: 1948-1968". in Craig Liske, ed., op.cit.
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total health spending and defense expenditures during the peacetime.

It also shows a strong substitution relation in peacetime between

federal health and defense appropriation requests. On the contrary,

during the tradeoffs between the two expenditures are either

insignificant or nonexistent."

Despite some further and repeated studies in the 1980s, none

can strongly confirm the gun versus butter hypothesis. A study by

Kelierher, Domke and Eichenburg on tradeoffs between social welfare

and defense expenditures in the United States and Western Europe

from 1920 to 1975, for example, detects a trace of substitution relation

in the former but not in the latter cases.' However, the increase of

social spending in the U.S. case, in the authors' view, results far more

from resource growth than tradeoff. Although their repeated study

shows an existence of long-term substitution relationship between

defense and welfare expenditures in the United States, West Germany

and France during 1948-1979, it fails to reveal any significant short-

term tradeoffs."

6 Kathleen Peroff and Margaret Podolak-Warren. "Dose Spending on Defense Cut

spending on Health?: A Time Series Analysis of the U.S. Economy, 1929-1974". in

British Journal of Political Science. 9.1(1979): 21-39.

7 Catherine Kelleher, William Domke, and Richard Eichenberg. "Gun and Butter:

Patterns in public Expenditure in the United States and Western Europe, 1920-

1975". in Edwin H. Fedder, ed., Defense Politics of the Atlantic Alliance. 1980. pp.

153-187.

6 William K. Domke, Richard Eichenberg, and Katherine Kelleher. "The Illusion of

Choice: Defense and Welfare in Advanced Industrial Democracies, 1948-1978". in

America Political Science Review. 77.1(1983): 19-35.
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A similar result is also seen in a repeated study with new

conceptual operationazation by Russett." It reinvestigates the tradeoffs

between defense spending and expenditures on health (1941-1979) in

the United States. To capture the substitution relationship Russett uses

yearly change of federal in stead of annual level of expenditures and

adds some control variables such as growth of tax, population, and

gross domestic product including party ideology in his model. He does

not find any consistent pattern of spending tradeoffs. Even a retest of

Russett's model by Minz cannot detect any strong evidence of gun

versus butter tradeoff in pre-Regan era, though in its disaggregated

analysis there are some obvious substitution between expenditures on

development and procurement of military system and spending on

investment in education during 1981-1987.'0

Given the previous studies' mixed findings, the tradeoff model

of social spending seemingly needs some modification. It should

include effects of other expenditures apart from defense spending. An

increase of social spending does not necessarily always lead to a cut

of only expenditures on defense. In some cases it is easier to raise

social spending at the expense of other non-defense expenditures as

bargaining power of the military is usually higher than any other state

agencies. The impact of spending resources should be also added in

to the model. As suggested by some previous studies, particularly

those by Hayes", Peroff and Podolak-warren", and Kellerher, Domke

9 Bruce M. Russett. "Defense Expenditures and National Well-being". in American

Political Science Review. 76.4(1982): 767-777.

10 Alex Mintz. "Gun versus Butter: A Disaggregated Analysis". in American Political

Science Review. 83.4(1989): 1285-1293.

11 Margaret Daly Hayes. loc.cit

12 Kathleen Peroff and Margaret Podolak-Warren. "Dose Spending on Defense Cut

spending on Health?: A Time Series Analysis of the U.S. Economy, 1929-1974". in

British Journal of Political Science. 9.1 (1979): 21-39.
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and lchberq", spending resources play an important role in the gun

versus butter tradeoff. Substitution relationship between social and

defense expenditures can be offset or removed by their rapid growth.

A new model of social spending. therefore. has to take both resources

as supply side and tradeoffs between social spending and all other

expenditures as demand side of social spending in to consideration.

Resources, Tradeoffs and Growth of Social Spending: A

theoretical Framework

State decision on resource allocation is normally made within

two major constraints-available resources and competition among

government agencies for bigger shares". While the former enables

the state to spend more on various programs. the latter forces it to give

spending preference to some over other expenditures. Under such

circumstances its change in resource allocation in favor of social

spending needs either an increase of resources or a reduction of other

expenditures or both. The growth of social spending is. therefore.

affected positively by public resources and negatively by other

expenditures.

On the one hand. to augment its resources the state needs

more revenues or spending deficits or both. Growth of government

income normally goes hand with economic expansion. as the

prosperity enables people to pay more taxes". Economic growth

13 Catherine Kelleher. William. Domke. and Richard Eichenberg. loc.cit.

,. John R. Gist. "Stability and Compctition in Budgetary Theory". in American

Political Science Review. 76(4): 826.

15 Michael Goldsmith. "The Growth of Government". in Ole Borre and Elinor

Scarbrough. eds .. The Scope of Government. 1995. pp. 25-54.
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alone, however, cannot guarantee the state a swelling purse. Its

extractive power is also needed. In collecting sufficient revenue for

new expenditures, the state has to enhance and broaden such

capacity". The cases of Brazil and South Korea are good illustration.

Their improvement in tax collection through restructuring tax

bureaucracy and expending tax base in the 1960s resulted in

substantial growth of their revenues and public expenditures". Failing

to achieve its taxation target, the state usually resorts to deficit

expenditure, if it is strongly committed its spending policy. However,

the state cannot rely mainly on this source of spending resources, as

the deficit creates its debt burden.

On the other hand, the state can finance the growth of social

spending by reducing the shares of other expenditures which

generates spending trade-offs. As public funds are scarce, a gain for

one means a loss for others. Social spending, therefore, likely grows at

the expense of expenditures on defense, economic, general

administration and internal security and debt service. Among the

substitution relations, the gun versus tradeoff is not necessarily

stronger than other spending tradeoffs. Since the military is one of the

most powerful state apparatuses in every society and the organization

in a number of developing countries", most of its budgetary demands

are favorably responded. To give more priority to social spending the

government does not have to make a drastic cut of its expense on

'6 Linda Weise, and John M. Hobson. Stateand Economic Development:

Comparative. Historical Analysis. 1995.

17 Atul Kohli. State-Directed Development: Political Power and Industrialization in

the Global Periphery. 2004.

'8 Morris Janowitz. The Military in the Political Development of New Nations.; and

John Kenneth Galbraith. The Anatomy of Power. 1983. chap.16.
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defense. It can simply pass the burden to other expenditures. In the

case of Taiwan during the 1950s the steady increase of its spending

on education did not affect the defense domination over government

budqets." Thus the substitution relationship between social and

defense expenditures is likely obvious than others, despite the

existence of gun versus butter tradeoff.

The state in general also avoids slashing economic spending,

as its economic performances and revenues depend heavily qrowth."

The state, therefore, has to deals with great care. Otherwise it risks

killing its golden goose. For developing countries in particular, such

spending is vital for their implementation of development policy. They

therefore, tend to spend a great share of resources on economic

infrastructures like transport, communication, water and power."

Without them rapid growth of national economy seems impossible as

they are prerequisites for economic development.

Nevertheless, in achieving their development goal the

governments in developing countries also have to devote a lot of

resources to social capital. They have to spend more on schools,

vocational colleges and universities to improve quality of labor force,

19 Peter C.Y. Chow. Social Expenditures in Taiwan (China). 2001.

20 See, Fred Block. "The Ruling Class Dose Not Rule: Note on Marxist Theory of the

State". in Socialist Revolution. 33(1977): 6-28.; and Claus Offe. "The Theory

Capitalist State and the Problem of policy Formation". Leon N. Lindberg, et ai.,

eds., Stresses and Contradiction in Modern Capitalism. 1975. pp. 125-144.

21 Eprime Eshag. Fiscal and Monetary Policies and Problems Develop Countries.

p.80.; and James A. Caporaso. "The State's Role in Third World Economic Growth". in

The Annals of the American Academy of Political and Social Science. 459(1982):

103-109.
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since better human resources lead to higher productivity." In O'Connor's

view, apart from the social capital, every capitalist state also needs

social expenses to fulfill its legitimization function." It has to provide

the masses with some social welfare to maintain social harmony. As a

result, its social expenditures tend to grow at higher rate than its

economic spending. A decline if demands for physical infrastructures

after an initial phase of development, as pointed out by Musgrave, vis-

a-vis asuccessive rise of demands for social capital and expenses

in most development countries produces a relatively strong tradeoff

between economic and expenditures."

Without adequate expenditures on general administration and

internal security, the state cannot carry out the so-called day to day

functions of central government and local authorities, implement

various policies and maintain law and order effectively. In other words

state autonomy depends heavily on these expenditures. It is because

this kind of resources directly affects what Skocpol calls state

capacities to pursue and implement policies." Thus every state has to

give its spending priority to these expenditures, though in comparison

to some others their share is normally smaller." However, authoritarian

22 Mark R.Thompson. "Late Industrailisers, Late Democratisers: Developmental

States in the Asia-Pacific". in Third World Quarterly. 17.4(1996): 629.

23 James O'Connor. The Fiscal Crisis of the State. 1975.

24 Richard A. Musgrave, and Peggy B. Musgrave. Public Finance in Theory and

Practice. 1989.

25 Theda Skocpol. "Bringing the State Back In: Strategies of Analysis in Current

Research". in Peter B. Evans, Dietrich Rueschemeyer and Theda Skocpol, eds.,

Bringing the State Back In. 1985. pp. 3-37.

26 Eprime Eshag. op.cit., p.79.
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states tend to spend more on this kind of expenditures than the

democratic ones. With limited sources of legitimacy, they have to use

extensive force to maintain law order. Under these circumstances the

tradeoff between expenditure on general administration and internal

security and social spending, therefore, are likely evident, though the

effect of this kind of expenditure on social spending may appear

weaker than other spending categories.

Since spending autonomy of the state is limited by debts, state

expenditure on debt service has more or less negative effect on the

growth of social spending. This constraint is quite critical in many

development countries. To finance their development plan they have to

rely mostly on foreign loan and assistance. As a consequence they are

caught by debt trap and have to adjust their spending policy after the

conditions imposed by their lenders, particularly during their debt

crisis." The structural adjustment requirements created by World Bank

and International Monetary Fund are a good example. A study on

external debt, public investment and growth in low-income countries

discovers that debt service has a statistically significant effect on

public investment, particularly when its ratio to gross domestic product

rises.28 Under such situation it is very hard for the state to raise the

share of social spending. The spending, therefore, can grow

27 Robert Wood. "The Debt Crisis and North South Relations". Third World Quarterly.

63(1984): 703-716.

28 Benedict Clements, Pina Bhattacharya, and Toan Quoc Nguyen. "External Debt,

Public Investment and Growth in Low-Income Countries". in Sanjeep Kupta,

Benedict Clements, and Gabriela Inchauste, eds., Helping Countries Develop:

The Role of Fiscal Policy. 2004.pp.1 05-129.
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substantially only when debt burden is lessened. This means that there

is a quite strong tradeoff between social spending and state

expenditures on debt services.

Among the components of social expenditures, education

spending usually enjoys a bigger share of both spending resources

and their growth. Education is a major part of not only social welfares

but also social infrastructures. In other words it is what O'Connor calls

social consumption and social investment because it tends to better

living standard of the masses and economic productivity at the same

time." Most developing countries tend to spend far more on education

than on public health and other social welfares since it is more directly

conducive to their economic growth. Taiwan, for example, considered

education as an ingredient for its economic development and provided

much larger share of public expenditure in the 1950s and the 1960s to

it than to social welfare." South Korea in the 1960s and the 1970s also

paid little attention to social welfare. Under Park regime welfare

spending as a proportion of its gross domestic product did increase."

As a consequence, an increase of state fund for education has far

more contribution to the rise of social spending than that of other social

expenditures. In turn this means that changes of state resources and

non-social expenditures have much stronger effects on growth of

spending on education than on public health and other social welfares.

29 James 0' Connor. The Fisal Crisis of the State. 1975.

30 Peter Chow. loc.cit.

31 Atul Kohli. loc.cit.
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Hypotheses and Empirical Models

It is hypothesized in this study that the growth of social spending

results more from spending resources than from trade-offs between the

spending and other non-social expenditures. As main source of public

resources state revenues have more positive effect on the growth than

spending deficits. Among the substitution relationships the expenditures

on debt services, economic, and defense respectively have stronger

negative impacts on the growth of social spending than the expenditure

on general administration and internal security. Spending on education

is more influenced by spending resources and non-social expenditures

than spending on health and social services. In accordance with the

hypotheses four empirical models are here proposed.

1) Social Spending = a + b1 Spending Resources - b2

Non-social Expenditures + u

2) Social Spending = a + b1 State Revenues + b2 Deficits -

b3 Defense - b4 Economic Services - b5 General Administration

and Internal Security - b6 Debt Services + u

3) Education Spending = a + b1 State Revenues + b2 Deficits -

b3 Defense- b4 Economic Services- b5 GeneralAdministration

and Internal Security - b6 Debt Services + u

4) Health Spending = a + b1 State Revenues + b2 Deficits -

b3 Defense Spending - b4 Economic Spending - b5 General

Administration and Internal Security - b6 Debt Services + u
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Measures, Data and Method

Social spending in this study is a combination of public

expenditures on education, public health and social services. Its

growth is defined as yearly change of spending level since the rise is

not abrupt but gradual. Total resources are public revenues plus

spending deficits whereas non-social expenditures equal total

expenditures minus social spending. Defense spending and economic

spending are public expenditures on defense and economic services

while expenditures on general administration and internal security

include state expense on the two areas and some miscellanies. Debt

services mean public spending for state debts. Each variable is

measured as a percentage of gross domestic products at current

market price to show its share in the national economy. All data are

obtained from Thailand's Budget Bureau and Board of Economic and

Social Development.

Testing the models on the case of Thailand between 1961 and

2005, this study applies regression analysis and related techniques to

gauge the effects of independent variables on the dependent one.

Standardized coefficient or beta instead of unstanderdized one is

applied to compare their strength because it provides a clear

indication of relative effect of each independent needed for detecting

auto-correlation. To pass the test, null hypothesis must be accepted at

either 0.05 or 0.01 level of significance.
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Table 1: Correlations among Independent Variables

Revenue Deficit Defense Econ Debt Admin and Security
Service Service

Revenue 1.000 -.582 -.209 .453 .276 -340

Deficit -.582 1.000 .550 .059 .024 .516

Defense -.209 .550 1.000 -.195 .442 .209

Econ Service .453 .059 -.195 1.000 -457 .276

Debt Service .276 .024 .442 -.457 1.000 .371

Admin and

Security -.340 .516 .209 .276 .371 1.00

In addition, to make sure that multicollinearity is not present, we

also have to take the correlations among independent variables into

consideration among independent variables into consideration. It is

found in Table 1 that no perfect correlation among the variables exists.

The efficiency of estimator in this study is, therefore, not reduced.

To test the model and present its findings this study has three

stages of inquiry. First of all, it investigates the effects of total spending

resources and trade-offs on the growth of social spending to gauge

their different degree of impacts. Secondly, it carries out a probe on

the effects of each spending resource and non-social Expenditure on

the growth of social spending to show to what extent it contributes to

the growth. Lastly this study also surveys the impacts of spending

resources and non-social Expenditures on the rise of the two major

components of social spending- expenditures on education and on

health and social services.
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An Overview of Thailand's Social Spending, Resources and

other State Expenditures

In general Thailand's social spending has risen successively

since 1961. As shown in Table 2, it grows from averagely 3.78 percent

of gross domestic product between 1961 and 1975 to 5.22 percent

between 1976 and 1990 and 6.80 percent between 1991 and 2005.

Like many other developing countries, Thailand has placed more

emphasis on education spending than on health and welfare

expenditure. The former, therefore, always takes the lion share of its

social spending, though the gap between them appears increasingly

narrow. In average the spending on education goes up from 2.34

percent of gross domestic product between 1962 and 1975 to 3.84

percent between 1991 and 2005, while the expenditure on health and

welfare increases from 1.44 percent to 2.96 percent in the same

periods.

Table 2: Social Spending and Its Component, 1961 - 2005

(Percent of GDP)

1961-1975 1976 - 1990 1991 - 2005

Total Social Spending 3.78 5.22 6.80

Spending on Education 3.78 5.22 6.80

Spending on Health and 3.78 5.22 6.80

Welfare
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As for spending resource, Thailand's total resource has been

expanded from 14.45 percent of its gross domestic product between

1961 and 1975 to 17.42 percent between 1991 and 2005. It average

also rises from 12.15 percent between 1961 and 1975 to 17.05 percent

between 1991 and 2005. At the same time its spending deficit

decreases from 2.30 percent, despite an increase to 2.69 percent

between 1976 and 1990. It implies Thailand's substantial improvement

of extractive capability and less reliance on deficit spending.

Table 3: Revenue, Deficit and Total Spending Resource, 1961 - 2005

(Percent of GDP)

1961 -1975 1976 -1990 1991 - 2005

Government Revenue 12.15 14.66 17.05

Spending Deficit 2.30 2.69 0.37

Spending Resource 14.45 17.35 17.42

Apart from social spending, Thailand's other functional

expenditures are composed of those on defense, economic service,

debt service and general administration and internal security. Its

defense spending goes up from 2.50 percent of gross domestic

product between 1961 and 1975 to 3.27 percent between 1976 and

1990 and down to 1.85 percent between 1991 and 2005. On the

contrary, Thailand's expenditure on economic service during the three

periods contracts from 3.36 percent to 3.16 percent before surging to

4.28 percent of gross domestic product. The Thai state also spends

less on debt service between 1991 and 2005. Like the defense
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spending, the expenditure rises from 1.38 percent between 1961 and

1975 to 2.88 percent between 1976 and 1990 and drop to 1.69

percent in the last fifteen-year period. The expenditure on general

administration and internal security, however, has decreased overtime.

It goes down from 3.42 percent to 2.83 percent and 2.80 percent

respectively.

Table 4: Expenditures on defend, Economic Service, Debt Service and

General Administration and internal Security, 1961 - 2005

1961 -1975 1976-1990 1991 - 2005

Defense 2.50 3.27 1.85

Economic Service 3.36 3.16 4.28

Debt Service 1.38 2.88 1.69

Generl Administration 3.24 2.83 2.80

and Internal Sevurity

Empirical Test of Model

While both the rise of resources and the fall non-social

expenditures are conducive to gradual growth of social spending, it is,

however, questionable whether the growth relies mainly on the latter. If

the former is the driving force, it means the growth of social spending

is largely generated by the increase of public revenues and deficit

spending. The positive impact of the total resource on social spending

should be stronger than the negative effect of non-social expenditures.

Conversely if the latter play more important role in the spending

growth, it is understandable that the social spending grows at expense
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of other state expenditures. This means that the effect of total resource

should be weaker than the negative impact of non-social spending, as

the state simply give social spending better share by reducing the

other's pie rather than by acquiring more resources.

Table 5 : The Effect of Total Resource and Total Nonsocial

Expenditure on Social Spending

Variables B Beta Significance

Constant .043 - .747

Total Resource .997 1.471 .000

Total Nonsocial Spending -1.000 -1.051 .000

Adjusted R square .994

Durbin - Watson 2.014

In the case of Thailand between 1961 and 2005 it is apparent

that the growth of its social spending is more attributable to the rise of

resources than to the reduction of nonsocial expenditures. In terms of

beta coefficients, the positive effect of total resource is stronger than

the negative impact of total nonsocial spending. This means the

expansion of resources has more contribution to the spending growth

than tradeoff between social and other nonsocial expenditures.

However the fairly high correlation between the two independent

variables (r=.736) can reduce the estimation efficiency of, though it has

not effect on the estimate. To avoid the problem of multicoliinearity, the

impacts of each resource and nonsocial expenditure on social

spending are taken into consideration instead.
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Table 6: The Effect of Resources and Nonsocial Expenditures on

Social Spending

Variables B Beta Significance

Constant .076 - .723

State Revenue .998 1.657 .000

Deficit 1.000 1.546 .000

Defend -1.015 -.528 .000

Economic Service -.973 - 531 .000

General Administration -1.027 -.524 .000

and Internal Security

Debt Service -1.000 -.629 .000

Adjusted R square: .991

Durbin - Watson 2.220

Between the two sources of resources, as shown in Table 6, the

effect of state revenue is slightly stronger than that of spending deficit

on social spending. Its beta coefficient is 1.657, while the deficit's one

1.546. Both of them have much greater impacts on social spending

than other nonsocial expenditures. It is, therefore, quite evident that the

growth of social spending results mainly from the rise of state revenue

and its spending deficit. The spending growth depends more on the

expansion of resources than on the reduction of nonsocial

expend itures.

As for the tradeoffs between each nonsocial expenditure and

social spending, obviously defense does not have the strongest effect
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on social spending. Its negative impact is relatively weaker than those

of debt services and economic services though slightly greater than

that of general administration and internal security. Of course the gun

versus butter tradeoff exists but it is only a part of the substitution

relationship between nonsocial expenditures and social spending. The

growth of social spending cannot be mainly explained by the gun

versus butter tradeoff alone.

Table7 : The Effects of Resources and Non-social Expenditures on

Education Spending

Variables B Beta Significance

Constant .915 - .002

State Revenue .616 1.877 .000

Deficit .642 1.820 .000

Defend -.450 -.429 .000

Economic Service -.859 -.861 .000

General Administration -.724 -.687 .000

and Internal Security

Debt Service -.732 -.854 .000

Adjusted R square .948

Durbin - Watson 1.918

The resources and nonsocial expenditures, however, have

varying effects on each component of social spending. On the on

hand, their impacts on education spending are quite strong and

significant. The adjusted coefficient of determination shows that
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around 95 percent of the growth of education spending can be

explained by the rise of resources and reduction of nonsocial

expenditures. Between the two resources, state revenue has a little

greater effect on education spending than deficit. It means that

expenditure on education, like total social spending, is financed more
by public revenues than by government's spending deficits.

There is also a significant tradeoff between defense and

education expenditures. The negative relationship, however, is far

weaker than those between other nonsocial expenditures and the

education spending. The stronger effects of expenditures on economic

services, debt services and general administration and internal

security respectively reiterate how limited the gun versus butter

tradeoff is in explaining the growth of social spending. They also

suggest that to make decision on social spending the government

does not necessarily take only the tradeoff between defense and social

expenditures into account. It is its spending priorities and the bargain

among its decision makers which determine the form and extent of

such substitution relationship.
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Table 8: The Effects of Resources and Non-social Expenditures on

Health and Social Services spending

Variables B Beta Significance

Constant 1.349 - .342

State Revenue .252 .593 .209

Deficit .261 .572 .123

Defend -.587 -.432 .031

Economic Service -.123 -.095 .812

General Administration -.289 -.209 .258

and Internal Security

Debt Service -.232 -.206 .567

Adjusted R square .181

Durbin - Watson 2.335

On the other hand, both resources and nonsocial expenditures

have far weaker and mainly insignificant effects on the growth of

spending on health and social services, in spite of their correct sign of

impacts. Although the impacts of state revenue and spending deficit

are relatively stronger than those of nonsocial expenditures, their

statistical significance is not at acceptable level (.50). Among

nonsocial expenditures only defense spending has a moderate and

significant effects on expenditure on health and social services. For

other, just little and insignificant impacts are found. The tradeoffs are

not so evident as expected, though the gun versus butter one is still

confirmed. The adjusted coefficient of determination also indicates that
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the independent variables have a limited ability to explain the

dependent one. They can account for just 1.81 percent of the

spending growth. It means that the growth of state expenditure on

health and social services does not result mostly from the change of

spending resources and other expenditures.

The contrasting effects of resources and nonsocial

expenditures on education spending and on health and social

spending suggest that Thailand, like many other developing countries,

pay far more attention to education than public health and social

services. The significant and quite strong effects of state revenue and

spending deficit on education expenditure in comparison with their

insignificant and much weaker impacts on health and social services

spending show quite evidently that education has spending priority

over public health and social services. In addition, the mostly

insignificant and weak tradeoffs between nonsocial expenditures and

spending on health and social services also reflect the latter's inferior

role in Thailand's social expenditure. Thailand's health and social

services spending seems left mainly untouched and uninterested by

policy makers as most of other expenditures, except defense

spending, do not pose any substantial impacts on it.

Conclusion and Discussion

It is discovered in this study that the growth of social in Thailand

during 45 years between 1961 and 2005 is generated more by the rise

of spending resources than the reduction of nonsocial expenditures. In

terms of resources, the positive effect of state revenue is slightly

stronger than that of spending deficit. For the substitution relationships
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between non social expenditures and growth of social spending, all of

them are negative and statistically significant as expected. The impact

of defense expenditure on social spending, however, is weaker than

those of the expenditures on debt and economic services. Its strength

is just a little bit better than the effect of expenditure on general

administration and internal security.

Once social spending is broken down into expenditures on

education and on health and social services, it is found that spending

resources and all nonsocial expenditures have strong and significant

impacts only on the growth of the former but not on the latter. The

growth of education spending is highly and positively influenced by

state revenue and deficit and moderately but negative effects by

expenditures on economic services, but services, general

administration and internal security, and defense respectively. The

independent variables can explain around 95 percent of the

dependent variable. On the contrary, but of resource and nonsocial

expenditures have and mostly insignificant effect on the growth of

expenditure on health and social services, despite their expected

signs. An exception is the impact of defense expenditure. Just 18

percent of the dependent variable is accounted for the independent

variables.

It is quite evident for the case of Thailand between 1961 and

2005 that the growth of social spending results mainly from the

increased resources. Although the tradeoffs between social spending

and nonsocial expenditures play some significant role in the spending

growth, they have far less impacts then the resource expansion. This is

compatible with pattern of state expenditure in general. To increase
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one spending every state has to rely largely on its available resources.

Of course sometimes it can simply finance the spending growth by

cutting other expenditures. But in the long run the state cannot keep

doing so without risking its legitimacy and stability. However, the

substantial contribution of spending deficit on the growth of social
spending shows that the state cannot raise enough revenue to fund the

growing expenditure. Thus it has to borrow time after time from some

domestic and international lending sources to fill the gap.

The strong and significant effects of those resources and

nonsocial expenditures on state spending on education but not health

and social services also seem to suggest that the Thai stress the

importance of education much more than health and social services,

when it formulate its spending policy. As a result, the growth of its

expenditure on the latter is not significantly state, Thailand tends to

give first priority in its social policy to social capital rather than to social

harmony, since its development needs a great number of educated

manpower.

The findings show quite clearly that in this case the gun versus

butter alone cannot explain satisfactorily the growth of social spending.

Certainly there is a significant tradeoff between defense and social

expenditures but it is relatively less strong than the some other

tradeoffs. On social spending the negative effect of defense

expenditure is evidently weaker than those of expenditures on

economic services and debt services, while on education spending it

is the weakest. Only on the growth of health and social services

expenditure that defense spending has the strongest effect. The

impacts of other non-social expenditures are not statistically

significant.
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However this does not means that gun versus butter

explanation is no longer applicable. It remains quite useful in studying

spending tradeoff. But other kinds of tradeoff and the effects of

resources have to be also taken into consideration. In addition, some

further studies on other cases should be made in other to know

whether similar pattern of spending tradeoffs exist and there are any

substantial difference among countries, particularly between

developed and developing ones.
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