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ABSTRACT

This study tested the relationship between private consumption and Gross Domestic
product-GDP of Thailand based on secondary quarterly time series data during 1998-2009,
covering 48 observations in this 12 years period. The private consumption variables involved
consumption of goods and services by private sector while GDP was the country’s official
statistics. Various time series econometrics techniques were employed for the analysis including
Cointegration approach, Error Correction Mechanism, and Granger Causality test to establish the
relationship between variables.

The whole study was divided into four stages. The first was testing for unit roots and the
results indicated all three sets of time series were stationary and had the same order of integration
namely I (1) at 0.01 statistically significant level. The second stage dealt with testing for long
term relationship between consumption of goods by private sectors and GDP, and that between
consumption of services by private sector and GDP with the results suggesting there was
cointegration or long term relationship between the pair of relevant variables. The third stage
concerned testing for short run adjustment process. It was found no short run adjustment took

place in the model treating GDP as independent variable and private consumption of goods as



dependent while short run adjustment process existed in the cases of private consumption of goods as
independent and GDP as dependent variable GDP as independent and private consumption of services
as dependent variable, as well as private consumption of services as independent and GDP as
dependent variable. Finally, the Granger Causality test was performed which yielded the finding that
the causal relationship was two-way between private consumption of goods and GDP as well as

between private consumption of services and GDP.



