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ABSTRACT

The consumption and saving behaviors of people in a society have a significant role in
economic growth. The consumption component is essential in the aggregate demand, and changes
in consumption will affect resource allocation, production and in_vestment behaviors. Thus the
study on consumption behavior can provide useful information for _the planning of production,
investment and other economic activities. The saving component is the source of fund for
investment. The lack of savings will subject a country to depend on foreign capital and borrowing
which might be attended by certain problems that affect the country’s economic freedom. The
thesis, therefore aims to build a macroeconomic model on the part of consumption and saving of
Thailand for use in explaining and forecasting consumption and saving behaviors in Thailand.
The study is separated into 2 parts. The first part is based on annul data during 1970-1999 period
and the second on quarterly data from ™ quarter of 1993 to o quarter of 2000. The methodology
of the study was cointegration and error correction mechanism.

The results of the study indicated that the econometric models for consumption and
saving of Thailand either using data on annual quarterly data were cointegrated, implying that
models have long run equilibrivm and short run adjustment. In the models using annual data, it is

found that consumption mode! has long run equilibrium and short run adjustment in association



with {or receives influence from) disposable income, consumer price index, consumption credit
(bills, loans and overdrafts) from commercial banks and private savings. Household saving modet
shows that long run equilibrium and shoft run adjustment are related to disposable income,
number of dependents, interest rate and consumption credit (bills, loans and overdrafts) from
commercial banks. Business saving model has long run equilibrium and short run adjustment in
association with interest rate, net foreign direct invesﬁnent and business profit. Consumer price
index model has long run equﬂibﬁum and short run adjustment in association with money supply,
interest rate and wholesale price index of petroleum. National income model has long run
equilibrium and short run adjustment in relation to gross domestic products. Disposable income
model has long ran equilibrium and short run adjustment associated with national income.

In the models using quarterly data it is found that consumption model has long run
équilibrium and short run adjustment in association with disposable income, consumer price
index, wealth and private saving. Household saving model has long run equilibrium and short run
adjustment in relation to disposable income, time deposit interest rate and consumption credit
(bills, loans and overdrafts} from commercial banks. Business saving model shows long run
equilibrium and short run adjustment to associated with national income, time deposit interest rate
and consumption credit (bills, loans and overdrafts) from commercial banks. Consumer price
index model has long run equilibrium and short run adjustment corresponding to money supply,
wage rate, import price index and wholesale price index of petroleum. Disposable income model
has long run equilibrium and short run adjustment in association with naticnal income.

The simulation results in both annual and quarterly data models are satisfactory and can
be used for forecasting quite well. However, the models based on annual data provide more

reliable forecasts compared to those based on quarterly data.



