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Abstract

The author briefly traces the evolution of economic thought on welfare economics from the
Classical analysis to Neoclassical and up to the modern period. In summary, welfare economics is
concerned with the well-being of all people in a society and analyzes the principles for maximizing social
welfare. In the classical school of thought, importance is placed on increasing welfare through increasing

the wealth of nations which will come about when all resources are utilized in an efficient manner.

Optimal welfare and efficient criteria can be derived from a perfectly competitive market. However, there

are some economists who do not embrace such analysis because the existing income distribution under

such analysis may be extremely unequal. Some suggest that the government and public policies should
place more weight on the utility of the poor than the rich. This latter approach tends to bring welfare

economics from positive analysis to normative analysis.

As Thailand is rapidly transforming from an aging society to become an aged society in the next

few years, more public resources will have to be devoted to providing welfare for the elderly. The author

points out that this will have impact on the welfare of other groups in terms of less public resources for

other activities. In the past ten years, welfare budget has increased almost three folds and about 80 percent
of this budget goes to welfare for the elderly. Such a rapid increase poses a risk to fiscal sustainability in
the near future. The author provides some suggestion to mitigate the problem and opines that the
government should have policy measures to make each citizen become self-reliant on financial and health

matters as much as possible to lessen the burden on public resources.

Keywords : welfare economics, aging society, aged society, social welfare budget.
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“....As every individual, therefore, endeavours as much as he can both to employ his capital in the support of
domestic industry, and so to direct that industry that its produce may be of the greatest value, every individual
necessarily labours to render the annual revenue of the society as great as he can. He generally, indeed, neither
intends to promote the public interest, nor knows how much he is promoting it. By preferring the support of
domestic to that of foreign industry, he intends, only his own security, and by directing that industry in such a
manner as its produce may be of the greatest value, he intends only his own gain, and he is in this, as in many
other cases, led by an invisible hand to promote an end which was no part of his intention. Nor is it always the
worse for the society that it was not part of it. By persuing his own interest he frequently promotes that of the
society more effectually than when he really intends to premote it ...."
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“Any transfer of income from a relatively rich man to a relatively poor man of similar temperament, since it
enables more intense wants to be satisfied at the expense of less intense wants, must increase the aggregate
sum of satisfaction. The old “law of diminishing utility” thus leads securely to the proposition : Any cause which
increases the absolute share of real income in the hands of the poor, provided that it does not lead to a

contraction in the size of the national dividend from any point of view will, in general, increase economic welfare”.
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® 19410 The Sveriges Riks Bank Prize in Economic Sciences in Memory of Alfred Nobel 1998 : Amartya Sen “for
his contributions in welfare economics” (http://en.wikipedia.org/wiki/List_of_Nobel_Memorial_Prize_Laureate_in
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of economists seem to regard welfare economics as normative. This seems to be a little curious, as a majority
also regard economics as a science. If economics is a science (which is positive), then welfare economics, as a
part of economics, should also be a positive study. But is welfare economics perhaps not a part of economics?
There is an apparent inconsistency.”
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