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ABSTRACT

This study has the objective to undertake an analysis of relationship between the final
commercial energy consumption and economic growth of Thailand using quarterly data from
secondary sources from the first quarter of 2000 to the fourth quarter of 2010 covering 44
observations, at employed the Johansen and Juselius method of co-integration test. The variables
for the present study include real gross domestic product, petroleum products, electricity, solid
fossil fuel, and natural gas.

The unit roots test by Augmented Dickey-Fuller method indicates all sets of the time
series are stationary at I(1) at 0.05 statistically significant level. The co-integration test by
the Johansen and Juselius method suggests the optimal model to be in the form of unrestricted
intercepts and unrestricted trends and that only the hypothesis that electricity affects real gross
domestic product in the same direction is valid. The hypothesis that the petroleum products, solid
fossil fuel, and natural gas, each affects the real gross domestic product negatively was rejected
probably due to the effect of the 20-Year Energy Conservation Plan of the Ministry of Energy

aiming at reducing energy consumption per unit output by 25% within 20 years by promoting the



use of alternative energy sources and the improvement in production or technological efficiencies.

The test to determine the short-run adjustment of real gross domestic product by error
correction mechanism found the speed of adjustment to be -0.8524 at 0.05 statistically significant
level within the O to -1 range; meaning that the real gross domestic product after going off
the long-term trend due to a shock will adjust itself in the following quarter as far as 85.24%
to approach the long-term equilibrium.

The findings from Granger causality test indicate there existed no causal relationship
among petroleum products, natural gas, and real gross domestic product; neither among solid
fossil fuel, natural gas, and petroleum products; nor between natural gas and electricity. Change
in natural gas was found to cause the change in solid fossil fuel but not vice versa. Meanwhile
electricity and real gross domestic product appeared to have two-way causal relationship. Change
in solid fossil fuel did not cause the changes in real gross domestic product and electricity but
the change in real gross domestic product and that in electricity did cause the change in solid
fossil fuel. Meanwhile, change in electricity caused no change in petroleum products but

the dynamic of petroleum products affected electricity in the same direction.



