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The objective of this research was to study the factors affecting the
stability of the Thai economy by studying both its internal and external stability
from the perspective of the rate of inflation and current account balance. The
results of the study will enhance understanding and be of benefit to the selection of
policy, ensuing that it is in line with the specifications contained in the country’s
economic policy.

This study focuses upon those factors the affect the stability of the
economic system, using secondary, quarterly data from 1993-2004. The
analysis was conducted via the econometric method using the ordinary least
squares (OLS) method in order to determine the relationship between economic
expansion, the rate of inflation, the current account balance and various

variables that affect stability and to solve the autocorrelation of errors.
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It was found from the study that the factors that most affect the
expansion of the economy was M2, followed by capital stock and government
revenue. M2 and capital stock at a significant level of reliability of 99 percent,
correlated with economic expansion in the same direction. With regard to
government revenue, it was found that the revenue correlated with economic
expansion in the opposite direction, at a statistically significant level, in line
with the set hypothesis. It was also found that during the economic crisis, it
was a cause of the slowing down of the economy as well.

The factor that most affected internal stability was M2, followed by the
price of oil, government revenue, capital stock, and the exchange rate. M2 and
the price of oil correlated in the same direction as the rate of inflation; capital
stock, on the other hand, correlated in the opposite direction at a statistically
significant level in line with the set hypothesis.

The factors that affected internal stability at the highest level were the
balance of the public sector budget, terms of trade, the real effective exchange
rate and time trend. Terms of trade and time trend correlated in the same
direction with current accounts. The real effective exchange rate and the
balance of the public sector budget correlated in the opposite direction at a

statistically significant level and being in line with the original hypothesis.





