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Mini Thesis Title Effect of Government Budget Deficit—Financing

on Domestic Money Supply

Name Mr. Sence Xanjanasontorn
Mini Thesis Advisor Assistant Prof. Dr. Sakon Varanyuwatana
Department Economics
Academic Year 1994
ABSTRACT

Every developing country, including Thailand, places its money
mostly on investment of infrastructure such as road, deepsea ports and
so on , Lo support Economic growth. However , most government docs not
have enough budget to invest in those items. In financing, the budget
deficit-financing is usually brought about. Normally, there are many
ways in budget deficit financing. In this study, two compensations are
mentioned. First,. , money {inance is Lhe loan from the Cenlral Bank.
Other, bond finance is the loan from private sector such as financial

institutions. In later case, money supply would either be increased

or stable.

The objective of this paper is to study the Effect of Government
Budget Deficit-Financing on Domestic Money Supply in Thailand , from

1977 to 1992. The study tries to understand and explain the meaning of



Government  Budget deficit-Financing, the compensation of Budget
Deficit-Financing and the alternatives of compensation of Budget
Deficil-Financing. Furbhermore, bLhe paper intends to study the effect

of using monetary and fiscal policy for maintaining the economic

stabilization.

The study found that the compensation of Government Budget
Deficit-Financing had effects on the change in of the domestic money
supply. However, the change in money supply was stable as compared
with the change in the impact on Government Budget Deficit which was
drastic. To succeed the Government must choose the compensation of
sources of fund that had no impact on money supply rather than
choosing Lhe compensation of sources of fund that had direct impact

on money supply. This would help stabilize the money supply and economy.

Moreover, when the government choosed the compensation that
had no impact on money supply, other factors would still have impact
on moncy supply. Therelfor, Lhe Government must rely on monetary and
fiscal policy both in the long-run and in the short-run to stabilize

the economy and level of money supply.
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