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ABSTRACT

Oil plays an important role as factor of production in every economic sectors of
Thailand as well as in development the country at present and future. The change in oil price has
a great impact on the Thai economy. This study presents the empirical evidence on the impact of
oil price changes on the macroeconomic variables of the Thai economy. The objectives of this
study are to examine the situation of demand, production, import and price of oil in Thailand, and
also to determine the impact of oil price changes on the macroeconomic variables of the Thai
economy namely gross domestic product, private consumption, private investment, tax revenue,
interest rate, import of goods and services, and demand for money. The general equilibrium
macroeconomic model is used by applying cointegration and error correction technique of
Johansen and Juselius. Data used are secondary data in quarterly pattern from the 1% quarter of
1993 to the 2™ quarter of 2004.

The empirical evidence shows that Thai economy needs oil to increase the growth in
production of every economic sectors. As a result, Thailand imports lots of oil from foreign
countries leading to spend a lot of money to foreign country. The change in oil price has a great
impact on the Thai economy. An increase in the price of oil as the result of an increase in world

oil price, the change in the exchange rate system to be managed float rate system since the



economic crisis, and the use of the floating of oil price system lead to a continuously increase in
the oil price and have a wildly impact in the Thai economy.

The empirical evidence of the impact of oil price changes on macroeconomic variables
using cointegration method shows that all variables are stationary with the same order of
integration [I(1)] and the appropriate lag length equal 1. The oil price is statistically significant
affected with private investment the most, followed by Gross Domestic Product, import,
consumption, demand for money, tax revenue, and interest rate, respectively. An increase in oil
price of 1 baht per liter leads to reduce private investment by 119,928.9 million baht, Gross
Domestic Product by 54,478.8 million baht, import of good and service by 52,389.2 million baht,
private consumption by 5,929.5 million baht, demand for money by 1,366 million baht, tax
revenue by 627.5828 million baht, and interest rate by 0.16968 percent. Furthermore, the result
of the adjustment process from short run to long run equilibrium shows that there exists the

adjustment process in all macroeconomic variables. This implies that there is the real relationship

between these variables and the oil price.



