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ABSTRACT

The purpose of this study was to study reasons, needs and objectives of incurring public debt,
problems and obstacles of public debt management, and effects of public debt on public finance
disciplines of municipal subdistricts in Chiang Mai province. The sample group was municipal
subdistricts in Chiang Mai province incurring public debt by lending money as shown in debt budget
between years 2000-2005. They were divided into 3 sections according to income in the budget year
2003 in order to have 3 municipal subdistricts and each was an example of each section. The data
collecting instruments of this study were the structured interview conducted with mayors, municipal
clerks and public finance directors, and the documental research. The data was analyzed by
descriptive method.

The results of the study revealed that municipal subdistricts which had been previously a
public health required office buildings and this was seen as the primary problem of incurring public
debt. The side issue was the infrastructure construction. The majority of small municipal subdistricts
would borrow money from municipal affair support funds whereas medium and large ones would lend
money both from the same funds as small ones to construct infrastructure and from commercial banks
to build office buildings.

Borrowing money of municipal subdistricts still had problems and limitations, for example,
firstly, there were no laws and regulations to set certain rules and standards in borrowing money. In
addition, their borrowing money was limited to a few money lending sources. Most of them lent
money from the funds and from Krung Thai Bank Pcl. Lending money from the funds had low

interest rate as an advantage but terms and conditions were not beneficial for several lends according



to the needs. Compared to commercial banks, it was convenient and they were able to lend money in
full amount. However, the drawback was it charged higher interest rate.

Incurring public debt is considered as spending future money and it has direct effects on
observing public finance disciplines. As this result, municipal subdistricts incurring public debt have
to observe public finance balance rules. The actual income has to be higher than the actual expense or
the budget has to be spent in the limitation of income according to normal budget. Furthermore, there
will be no more lends for recovering budget deficit. =~ Secondly, they have to have public finance
disciplines in spending and saving deposit at the level of stability of their public finance. Thirdly,
budget allocation for investment should not be affected or reduced. The proportion of debt payment
must not be a problem to budget management.

Incurring public debt is considered to be an important way or tool for public finance.
However, it has to be done very carefully as it could bring some disadvantages to the management of
municipal subdistricts in the future. Lending money has advantages to them in gaining budget for
local development. However, incurring debt should be supported in case that they required projects
which need large amount of money and the budget is not adequate or infrastructure which is important
to the future growth of municipalities and if they are slowed down, it may cause negative effects on

local economic expansion and during the running of the projects.





