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ABSTRACT

This study has two main objectives (1) to evaluate the tax capacity of taxpayers in each
province, and (2) to analyze the efficiency of tax collection by computing Tax Effort Indices of
each province. Secondary data collected by the Revenue Department during 1992 — 1999 were
used. The time period of the study was divided into 2 periods: (1) 1992 - 1996 and (2) 1997 -
1999. All provinces were divided into 3 groups: (1) the provinces with average tax revenue
lower than 1,000 million baht (2) the provinces with average tax revenue ranging from 1,000 to
1,999 million baht and (3) the provinces with average tax revenue more than 2,000 million baht.

Multiple Regression Analysis was used to estimate tax capacity. It was assumed that tax
capacity of each province is dependent on its GPP comprising income from various economic
sectors which are grouped into 4 categories:agriculture, industry, commerce, and service. After
that, the estimated tax capacity figures were used to calculate the Tax Effort indices. The indices
are the ratios between actual tax revenue collected as proportions to GPP and exbected tax
revenue as proportions to GPP. The indices should reflect tax effort on part of tax officers in

tax collection.



The results of the study show that the tax capacities of each province were determined
by the proportions of the income of different sectors in the GPP. Tax capacity. was found to be
relatively low on average for all the three groups. For the first group of provinces tax (;apacity in
the first period of study was positively related to income from the agricultural, industrial, and
commercial sectors. For the second period of study tax capacity of each province is negatively
related to income from agricultural and service sectors. The mean values of tax capacity for this
group were 0.0170 and 0.0203 for the two periods respectively. For the second group tax
capacity was found to be positively related to income from agricultural, industrial and service
sectors for the first period. For the second period, tax capacity was positively related to income
from the commercial sector but negatively related to income from the service sector. The mean
values of tax capacity were 0.0304 and 0.0308 respectively. For the third group, the tax
capacity was found to be positively related to income from agricultural, industrial and
commercial sectors for the first period , but positively related to income from commercial sector
and negatively related to income from agricultural and service sectors in the second period.The
mean values of tax capacity were 0.0751 and 0.0726 respectively. For the whole kingdom, tax
capacity was found to be low on average :0.0246 and 0.0314 respectively. This means that
tax revenue is expected to account for about 2 - 3 percent of the GPP.

As for Tax Effort indices, the mean values of each group were almost the same for both
periods, slightly less than 1 or slightly higher than 1. The mean values of tax effort for the first
group were 1.0133 and 0.9999 respectively. For the second group, the mean values were 0.9916
and 0.9965 respectively. For the third group, the mean values were 1.0042 and 1.0828
respectively. In summary, the average tax effort index for the whole country was 1.0101 and
1.0147 respectively. In the first period, 37 provinces had tax effort indices higher than 1. This

figure dropped to 33 provinces in the second period.



