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The purpose of this study is 1.) to determine factors affecting the expenditure patterns of
vehicle fuel consumption in Thailand and 2.) to estimate impacts of gasohol substitutions to
unleaded gasoline toward consumer welfare. This approach is consequently focuses on data
collected of 5 vehicle fuel uses in Bangkok and around between October 2003 to February 2007,
which are; Gasohol Octane 95, Unleaded Gasoline Octane 95, Unleaded Gasoline Octane 91,
Diesel Fuel and LPG. This thesis applies the Linear Approximated Almost Ideal Demand System
(LA/AIDS) model which can be directly applied further in order to estimate customer welfare

without equivalent valuation change in thesis methodology.
The consequencekof this study has significantly found that 1.) gasohol price has a

relationship with total gasohol’s expenditure. Conseque'ntly, the own price elasticity of Gasohol is
relatively negative and elastic and can be used as a substitute of Gasoline because the cross price
elasticity of demand for gasohol with respect to gasoline price is high positive though as well as
of its Jow in total expenditure elasticity, which wili lead to Gasohol, a normal good, can be
considered as a necessary product as well. Furthermore, this study also reveals the impact of
Gasohol subsidizing policy. The price gap between Gasohol and Unleaded Gasoline, a result from
subsidizing policy on Gasohol, is raising demand of Gasohol more effectively, comparing to
strengthening tax policy which mainly focusing on only Unleaded Gasoline price. As in term of
consumer welfare, the impacts on substitution of Gasohol also relatively increase net consumer
welfare, even though already considering the government and private loss of subsidy to subsidize

Gasohol price.





