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A case study of the policy of distributing money to create an economic whirlwind? 

The government is strongly committed to pushing the policy of distributing 10,000 baht of digital money to stimulate the economy. Although many parties, whether economists, former Governors of the National Bank or analysts, express the same opinion that the country's current economic condition has not reached a serious critical stage to the extent that it is necessary to stimulate aggregate demand through measures that require a huge loan of 600 billion baht. Such a high fiscal burden is expected to stimulate the macroeconomic growth next year. If it is as the government dreams. Thailand's GDP next year will grow by 5 percent, and there will be momentum that will be passed on to GDP in the following years to grow at the same rate.
The questions that the public wants to know today are: Will the government's money distribution measures be able to achieve the economic growth target at a rate of 5 percent per year? Will the flagship policy of the Pheu Thai Party give a return worth the price that Thai people in the future will have to pay to pay off the debt that the government has incurred today? Even today, we do not have a magic orb that can see the future in advance. However, we can imagine the impact of the handout measures on GDP by drawing lessons from the experiences of other countries that have used similar stimulus measures, such as Japan in 1999, where the government distributed cash coupons worth 20,000 yen (about $200 (at the exchange rate at the time) to families with children under the age of 15. In addition to households with small children, The government also distributes coupons to eligible elderly populations. The budget for the coupon distribution program is 620 billion yen or about 6 billion US dollars. Regarding the budget used, the number of people eligible to receive coupons, and the requirements for using coupons that are limited to shops in local communities, as well as the limit of coupon usage to 6 months, it is not surprising that this study has been compared with the policies of the Party for Thailand in the media space in our home in the past month. Hsieh, Shimizutani and Hori evaluated the effectiveness of this cash coupon policy in an article published in  the Journal of Public Economics  in 2010, 'Did Japan's shopping coupon program increase spending?'  and found no statistical evidence to confirm that the coupon distribution significantly encouraged people to increase spending between March and July. However, if you look at household expenditure by product type. The researchers found that in March, the government began distributing coupons to the public. Household spending on semi-durable goods has increased significantly. Compared to the expenditure in February. Despite a statistically significant increase in spending in March, the researchers found that households reduced their purchases in this group in May and continued into July. It was during March that I received the coupon and reduced the purchase of this type of product in the future.  This behavior reflects that the measure of distributing cash coupons creates an intertemporal substitution, but does not incentivize people to buy more products.
The researchers also calculated the response of household consumption to the increase in income from cash coupons, also known as the 'marginal propensity to consume' (MPC), with  the calculated MPC  being 0.09 in March, where spending on semi-fixed goods increased significantly, and  the MPC  calculated in April, May, June and July decreased from positive to negative. The  calculated MPC  values are 0.06, -0.02, -0.03 and -0.01 respectively (  a negative MPC  value indicates that the household receiving the coupon spends on semi-durable goods in that month. Cut to 2020 when the COVID-19 pandemic expanded into a global economic crisis. In the first quarter  of the year, GDP contracted by 6.8 percent and the unemployment rate jumped to 6.2 percent. The government and the private sector have issued digital coupons worth more than 19 billion yuan or about 85 billion baht. This program is very different from the distribution of Japanese cash coupons (and Thai digital money). Therefore, it is necessary to give a brief description of the project first. The amount of money is distributed in different rounds, but the main characteristics of each locality are similar. In this article, we will choose a digital coupon distribution project in Hangzhou as an example. The government of Hangzhou announced a digital coupon distribution program to stimulate consumption spending with a budget of 500 million yuan, starting to distribute coupons from March 27, 2020, and ending the coupon use on May 31, the same year. All residents of Hangzhou (approximately 10 million people) will be eligible to receive this coupon.
In the first round The government distributed 2 million coupons to the public on the morning of the 27th, each containing five coupons that people could use to shop at shops in Hangzhou. The government has set a condition on the use of coupons that the government will contribute 10 yuan only if they spend up to 40 yuan, and coupon holders can only use one coupon for each purchase. Suppose the recipient of the first round of coupons goes to the supermarket on March 30 worth 78 yuan, according to  the RMB 40-10 condition, the coupon user will pocket 68 yuan and use the coupon for 10 yuan (which the government will pay directly to the store itself). This condition is similar to the 'half per person' project, with the difference that the proportion of money paid by the state is not equal to the money paid by the people themselves. In addition, the amount of government contributions is set to have a fixed value. One set of coupons received a contribution of 50 yuan per person from the state, which was not a large amount (RMB 50 was equal to USD 7 at that time, or not 300 baht), and this first set of coupons could be spent within 7 days of receiving the distribution.
In the second round The government distributed 1.5 million coupons on April 3. There are three coupons in each set. The first set is a set  of RMB 100-20, that is, if you spend 100 yuan, the state will contribute 20 yuan, the second set is RMB 200-35, and the third set is RMB 300-45, including the government subsidy in this round is equal to 100 yuan per set of coupons. The government distributed coupons for the third round on April 10, with the conditions for using the coupons and the value of the contribution being the same as the coupons distributed in the first round. The Hangzhou government distributes digital coupons through Alipay, and those who want them must go to the mobile app to receive the coupon. In the first round of the distribution of coupon sets, it took only 38 minutes, and the 2 million coupons were distributed in full number. The coupon packs were distributed in less than 3 minutes and 2 minutes, respectively. It can be seen that the public is interested. Claim a large number of digital coupons each round.
A study by Liu, Shen, Li and Chen (2021) found that in the first round of coupon distribution, People who received digital coupons had an average higher spending of 125 yuan (compared to those who did not receive coupons). This means that the local government pays a subsidy of 35 yuan per person for public spending (3.5 coupons multiplied by 10 yuan) because the state subsidy is the increase in people's income. This means that an increase in income of 1 yuan will lead to an increase in private spending of 3.57 yuan (125/35).   In the second round of digital coupon distribution with a contribution payment condition of 35:200 yuan, the researchers calculated that  the MPC of the coupon recipients was as high as 5.8. It can be noted that both of the studies presented to the reader are calculated to the This is because  the MPC  has significant policy implications for the implementation of stimulus policies  .  In other words, when the government tops up people's pockets to stimulate the economy. The person who receives the money will spend the money  . The proportion of spending to income increased by a large amount. Money saved If you don't spend it, it will have a small proportion), causing a lot of money to be distributed into the economy through consumption spending. The spending that occurs generates income for another group of people in the economy.   This group of people will also use the increased income to spend a high proportion. The money distributed by the government will circulate back into the system again. Therefore, An economy where the people  have a high MPC  value. The money that the state puts in will be spent, and it will be spent in the system for several rounds. It generates income and production at an exponential value.
In other words, the Party for Thailand's digital wallet measures will become an economic 'whirlwind', pushing GDP to grow by leaps and bounds. The Thai people need to have a very high fiscal multiplier (and MPC).  Looking back  at the MPC  values from the two studies, it is found that in the case of the Japanese cash coupon study, The calculated MPC is very low. Let us know that the multiplier of the money distribution measure will be low. Unlike  the MPC, which was calculated based on the case study of the Hangzhou Digital Coupon Measures, which reached 3.57-5.8, we would not immediately conclude that  an MPC  value higher than 1 would create a whirlwind that caused the Hangzhou economy to grow by leaps and bounds. As a result, Hangzhou's real output grew at a rate of only 3.5 percent in 2020, which is much lower than the growth rate of 6.8 percent in 2019. The real output growth rate may fall lower or it may be negative.) What we can take away is a lesson from the implementation of the digital coupon distribution policy. It can be summarized briefly as follows:
The MPC value above 1 is the result of the design of the coupon because the Chinese government wants people to use their savings to spend during a crisis. Therefore, people will use coupons as discounts to buy products. In this condition, it can be seen that it is very different from the distribution of digital money by the Pheu Thai Party because the recipient of 10,000 baht of digital money does not have to use his own money at all. When you take out your digital money to shop. Therefore,  the MPC  value of the use of digital money will never exceed the one found in the case of China.
This digital coupon is designed to incentivize Chinese people to put their savings out and spend it during the crisis. Because the value of intermediate religion has been considered the identity of the Chinese people since ancient times. Therefore, so that people are willing to dig into their pockets and spend their savings. The government uses a psychological principle called the Loss framing effect as a tool, that is, it creates a situation that makes people feel that this digital coupon is not easy to get (you have to measure your luck to register for the right), and it only lasts for 7 days. This fear of loss motivates people who have coupons to use their savings with digital coupons.
Looking back at the conditions for using digital money in Thailand that are distributed to those who meet the criteria and have a long usage period of up to 6 months, I think that digital money will not be able to create a loss framing effect that will stimulate spending as in the case of digital coupons.
Although research by Liu, Shen, Li and Chen (2021) found that the people of Hangzhou
Responding to digital coupons with more payouts, but what happened was just a round of money. Research cannot provide an answer to how many cycles of money will eventually circulate in the economy. However, if we analyze the character of the Chinese people, it is believed that there will not be much spending from this first round because of the economic conditions traumatized by the COVID-19 pandemic. Stores that have increased sales due to the digital coupon measure are likely to keep this increased income as emergency savings, rather than continuing to shop. If the Pheu Thai Party still insists that Thailand is now in crisis, The Pheu Thai Party should also realize that the distribution of digital money is unlikely to cause a large multiplier value. Because Thai households whose income has not grown for 9 years and are overwhelmed with debt. There is no savings that can be used to spend during the crisis. And merchants who receive digital money probably want to raise cash to save rather than continue spending because they are afraid of the fiscal risks caused by this digital currency policy will create another economic crisis in the future.
