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A Study of Oil Price Structure and Impact of Qil Price that Affect to the Inflation of Thailand
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Abstract

The objective of this studyis to analyze the impact of oil price and macroeconomics
variables on inflation in Thailand by using pooled data of 76 provinces in Thailand during
2004 — 2010. The factors that contributes to the cost of inflation include factors that affect
both aggregate demand and aggregate supply of domestic production in Thailand such as fuel
cost of production and government energy policy. The empirical results of this research show
that changes in oil prices and wages are in the same direction with inflation but GPP (Gross
Regional and Provincial Product) exchange rate and inflation are more in the opposite
direction. Moreover, this research also indicates that the energy policy (the use of oil
reserve fund) and economic crisis significantly affect inflation. It is recommended that the
energy policy should be implemented only on a short-term basis.
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