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ABSTRACT

This paper aims to investigate the economic impacts of the renewable energy replacement
with the natural gas electricity by applying a Computable General Equilibrium (CGE)
model. The method was conducted by conveying the database from input-output table by
2010 and national income account by 2013 in order to construct Social Accounting Matrix
(SAM) to be a benchmark in General Algebraic Modeling System (GAMS). The
electricity production reform was under five scenarios namely, replacing a natural gas
reduction with solar and wind improvement, and improving solar, wind, and natural gas
production. The SAM results show that the simulation of solar replacement is better-off
than wind replacement as specified by the total GDP, household income, and the
production output especially in construction and manufacturing sector. However, the
simulation of solar and wind improvement can raise the production output in construction
and machinery. Unlike, the simulation of gas improvement can increase mainly in
petroleum, natural gas and mining sector. Additionally, The CGE results also support the
similar direction in terms of sectoral impact as SAM. The solar replacement can
significantly increase in construction by 3.39% and the wind can also increase in
machinery by 3.00%. Furthermore, the economic welfare shows that a positive aspect in
solar replacement is better-off than wind replacement. In addition, the policy implement
is to convince a producer and investor in an electricity production by offering a payment

stability for a long-term contract (Feed-in-TarifY).





