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Government budget deficit is the shortage gap of government revenue
and its expenditure. Under the circumstance, the government has to borrow
from domestic and foreign financial markets to correct the deficit. If this
situation occurs for sometime, it effects rate of inflation, and other economic
variables such as private consumption, investment, export, import,
government éxpenditure, and real GDP.

The objective of this study is to investigate the impact of budget deficit
on inflation in Thailand. The study used time series data during 1977 to 2002

from Bank of Thailand. The study used Three Stages Least Squares method

(3SLS).
The result of this study indicates that import price level, minimum

wage rate, budget deficit and money supply cause the inflation significantly.
Budget deficit effects price level and other private consumption, investment,

export, import, government expenditure, and real GDP.





