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ABSTRACT

The purpose of this study was to examine the relationship between electricity
consumption and the economic growth of Thailand, using the economic variables of electricity
consumption and GDP from 1994 to 2007 (56 observations). The analytical tools included the
cointegration technique to ascertain the long—run equilibrium relationship between the two
economic variables, error—correction mechanism to understand the short-run adaptation process
and the Granger’ causality test to identify the cause and effects concerning movement of the two
variables.

Testing for unit roots revealed that both time series were stationary at 1(1). At a 0.01
statistically significant level, the result of cointegration regression indicated the existence of
long—run equilibrium between electricity consumption and GDP. The findings from the error—
correction model application indicated a short—run adaptation of GDP in response to the change in
electricity consumption at the 0.01 statistically significant level. The short—run adaptation of

electricity consumption to the movement of GDP also could be established at the 0.01 statistically



significant level. Furthermore, it was found from the Granger’ causality test that a two—way

relationship existed between electricity consumption and GDP.



