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4*1 Introductionl

Isa this chapter# w& present the major findings 

©f otar study along with a eaamery of the presi

ding chapters.

4:2 MEStmmWGX:

If has been pointed out in the first chapter - 

that the present study is an examination the 

data relating to deficit financing; price - 

Indices; money supply and iK>u~develo/Aaent al 

expenditure of Government of India zRd the 

Gross Domestic products. All these data have 

bean collected from secondary sources and — 

certain statistical techniques are further 

applied with these data. Our main objective 

visa to examine the trends in deficit financing 

and to explain its relationship with other 

monetary and fiscal variables. For this pur - 

pose we decided to find out the coefficient 

of correlation in respect of deficit fin - 

ancing and the other variables mentioned above.
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Since the data relating to all. the variables 
were relating to time series for fiffteen ** 
years* we first calculated the trend values by 
least squares methods. The correlation values 
wore than decided ir* respect cf tread values*
Thus the methodology o£ present, study consit —
®d of collection of relevant secondary data and 
application of statistical teehniquas*

4*3 THE THEORETICj& THEORY OF DEFICIT glMASCaMflt/ Mfeueii iduaai—vrm~<wii rum iaa«Mi<<'»<wiiUi>«»l'«^aoanw»oaiwrvCTwva»c»iwwww»iwBWK5i»eCTW>xnn»^^-<>a>*aawa»

/

In the second chapter of present study and •» 
attempt is mad© to present various asrpacts of 
the study theory of deficit financing. Vfe have 
examined both the classical as well as modem 
approach to deficit financing* And than review 
has been taken of the implications* importance 
■and offsets of deficit financing*

4*4 MAJOR FiaPISGSa
The third chapter describes and presents the 
results of correlation analysis with regard to 
deficit financing and other variables* Following 
are the major findings*
X) The coefficient of correlation between 

deficit financing and wholesale prices
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Indices for the period between 1971-72 to 

1985-86 is found to be to*99# which shows, a 

high degree of possitive correlation between 

theta* Shis signifies thist in Indian economy 

£inmotn® has always resulted in inflationary 

trend and it is also true that the rise in 

prices level has further neces sited a rise 

in deficit financing*

II) The corelation value la respect of deficit

financing and money supply for the same period

shoi?s exactly the same value as in case of the

first pair of variables. Interestingly the

coefficient of correlation between deficit

financing and money supply (M3) also comes 
7 +0-93to be tc&ptW&h i!hus showing a significant 

possitive correlation between the two*

III) I’he correlation between deficit of central 

financing and non-developmental expenditure 

of central Government for the same period 

shows a lower value of to. 2*12 can be 

regarded as a noraml degree of possitive

correlation.
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IV) The correlation between deficit financing 

and G.D.P. at current prices also gave a 

value of to*:-98. This also shows a highly 

significant possitive correlation between 

the two*

Thus when all the variables are considered 

together it leads us to conclusion that 

deficit financing has not only consistently 

increased over the period under study# but 

has also caused a consistant increase in 

the price level# obiviously stemming form 

a rise in the money supply# but at the same 

time has also been responsible for a 

corresponding rise in G.,D.P. at current 

prices.
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