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Demand for Electricity and Electricity Decomposition of Industrial Sector in Thailand
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ABSTRACT

Electricity is the most important factor of production. In case of Thailand, electricity
consumptions increase continuously. Electricity consumptions by industrial sector earns the largest
share and electricity intensity increase continuously. This shows that the productivity is slowing down.
This research aimed to study the economic factors that affect electricity consumption and
decompose changes in electricity intensity during 1986 — 2006 using multiple regression model
estimated by Two - Stage Least Squares method and decomposition technique respectively.

The study found that the factors that affect demand for electricity are the increases in the
value- added of industry and average unit prices of electric, except wood and furniture, paper and
chemical industries. Factor that makes electricity demand decrease is an increase in energy
efficiency, except wood and furniture industries. The factors that affect supply of electricity is an
increase in average unit prices of electric. Factor that cause electricity supply decline is an increase
in natural gas and coal price. The result of decomposition study found that both the intensity effect
and structural effect contributed to a decline of electricity intensity during 1987-1995 but in the rest of
periods, the two effects acted in opposite directions and thereby increasing the overall effect on
electricity intensity in the industrial sector.

Therefore, the government should implement the policy that improves electricity efficiency.

Keywords : Demand for electricity, Electricity decomposition
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