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In the past decade, the economic growth of Thailand has expanded

rapidly. However,the saving growth rate was not sufficient for the acceleration
of domestic investment. The rapid expansion of investment caused the saving
investment gap widen. Consequently, Thailand considerably relied on foreign
capital inflow. The Budget policy was a major factor of saving.
Hence,Thailand should consider the appropriate policy to figure out the
economic problem and to sustain economic growth stabilization in the long
run.

The objective of this study is to determine the effect of saving in
Thailand. The study used Cointegration and Error Correction Model to
analyse the long-run and short-run respectively by applying secondary yearly
time series data during 1980 to 2000 from Bank of Thailand.

The study was classified into three steps. Firstly, to conduct unit root
test of each variable. Secondly, to analyse the relative long-run equilibrium by
using Cointegration model. Finally, to estimate the short-run equilibrium using
Error Correction model.

The estimate result illustrated each variable was stationary at the first
difference.The long-run cointegration model described the budget policy
money supply,real interest rate, real exchange rate and working-age population
were relative to saving in the long term. On the other hand, the short-run Error
correction model discovered the deviation from long-run equilibrium one unit,
however,saving would adjust the correction approximately 90.78 percentage

and then back to the long-run equilibrium again



