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The objective of this thesis 1is to study background and
structure of the minimum wage in Thailand, functioned through the
national wage committee in determining the minimum wage. This study also
attempts to test causal relationship between percentage change in the
minimum wage and inflation in Thailand.

The study indicates that change in the minimum wage and
inflation, change in the average real minimum wage index and change in
non-agricultural productivity of labour index during the period 1983 -
1993 are not significantly related due to the determination of the
minimum wage by the national wage committee. The minimum wage did not
justify the rules of minimum wage’s law such as inflation, productivity
of labour, economic growth, employer’s ability to pay, necessary living-
expenses. In practice, the determination of the minimum wage will depend
upon the bargaining power of both employer and employee, with the
goverment acted as the coordinator. This inconsistency creates the
market unbalance and price fluctuation leading to inflation.

As a result of causality test, the percentage change in the
average minimum wage and inflation are unidirectional causality, which
is that inflation is Granger-caused by the change in the minimum wage.
The test result conforms to the study mentioned above which are the
inconsistency amongs the change in the real minimum wage and the change
in non-agricultural productivity of labour index, and the uncertain rule
in determining the minimum wage.
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