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The purposes of this study was to study the relations of adjustment of government income-
expenditure against inflation situation by applying Aghevli and Khan assumption. This assumption said
that the inflation situation made the government expenditure increased at quicker rate than the
government income which affected to the lack of balance-of-payments of government and inflation
situation. This study would studied the relations of income-expenditure against the inflation situation,
price control and the volume of money. Comparing this relations with the adjustment of government
income-expenditure by applying adjustment value against the inflation situation, the elasticity value
against national income and the lateness of government income-expenditure. The sample consisted of
the secondary data which was economic and monetary data of Thailand in the model of three months
period from 1996 until 2002, Data analysis was by means of Eviews package in order to determine the
multiple regression analysis by applying the Aghevli and Khan’s theory of relations between inflation
rate and government income-expenditure.

The results showed that the adjustment of government income and expenditure toward inflation
situation had value higher than the adjustment coefficient of government income toward inflation
according to the Aghevli and Khan assumption. When the inflation occurred, it made the real income
decreased. The government helped by using the government expenditure to stimulate the economic by
applying Lack of balance policy to increase money and the price level of the country then it occurred
inflation situation. Therefore it made increased lack of balance-of-payments and inflation situation,
tuming in cycle. The adjustment of income-expenditure in the country against inflation situation was at
low level because the government was cautious in not spending high level of expenditure so as to made
the lack of balance was not very high. In addition, governmcat income-expenditure was a tool for
maintaining the economic situation, especially the payments of government was the most important. If
payments were not efficiently, it would cause damage to the economic system. Therefore it had to use

the income-expenditure policy to be the most beneficial so as to it could develop, adapt and increase

good economic stability in the future.





