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Kittipot Supasak 2009: Impact of Minimum Wage Law Enforcement on Unskilled Labor’s
Welfare 1992 — 2006. Master of Economics, Major Field: Economics, Department of Economics.

Thesis Advisor: Assistant Professor Supachat Sukharomana, Ph.D. 92 pages.

The main objective of this study is to review the minimum wage enforcement and it impact on
unskilled labor employment and labor’s welfare. Secondary data of unskilled labor employment, labor force
and minimum wage statistics over the period of secondary 1992 to 2006 are used for estimating the aggregate
production function, demand for labor and the supply of labor. The estimated demand and the supply
equations are used for estimating the labor productivity, market equilibrium and the effect of minimum wage
on labor welfare. Thailand has enforced the minimum wage law since 1973. By the law, there is a committee
having a function to set and change minimum wages. In 1998 the committee introduced differential minimum
wage policies. Since then the minimum wage is set at different rates in corresponding to the economic
conditions and standard of living of labor in each regions. The main purpose in enforcing minimum wage law
is to protect workers to have sufficient income to live, eliminate the unfair competition of employers, and to
support the economics and income distribution. In Thailand the unskilled labor are those who finished

primary schools or no education. There was28.8 millions in1982 and reduce to 21.8 million in 2006.

From the empirical study reveals that at the actual employment of unskilled labor, the value of
marginal product of labor is higher than the minimum wage but the supply wage at the actual employment is
less than the minimum wage. The calculated equilibrium wage rate is in between the value of labor
productivity and the minimum wage. So unskilled labor actually received wage higher than the minimum
wage but less than the value of marginal products of labor at the actual employment. The minimum wage
therefore did not increase wage of employed labor at the cost of unemployment or to increase excess supply
of unskilled workers if it set higher than the equilibrium rate. As the worker receive wage higher than the
minimum wage, the minimum wage therefore does not directly effect on the welfare of unskilled labor. The
minimum wage may function like a preventive measure. The employer could not fully exercise market power

to suppress wage rate to the unskilled labor supply wage rate.

Student’s signature Thesis Advisor’s signature
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2536 3,069,731.35  1215170.62  103.11  2111.6  30,013.7  49.1071  49,107.0724
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2539 3,719,74831  1,526,988.00  123.96 23437 298754 545220  54,522.0044
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U w.a. aviinmguilangiiselarios
2535 100.00
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2537 109.17
2538 116.42
2539 123.96
2540 131.51
2541 143.05
2542 143.93
2543 144.53
2544 146.60
2545 147.93
2546 150.44
2547 155.03
2548 161.83
2549 169.67
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2549 149.3553 88.0269
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A w.a. HandunsIn o imifagiiu wanfaisan o mnsiil 2535
2535 2,830,900.00 2,830,900.00
2536 3,165,200.00 3,069,835.29
2537 3,629,300.00 3,324,399.46
2538 4,186,200.00 3,595,770.27
2539 4,611,000.00 3,719,613.37
2540 4,732,600.00 3,598,661.70
2541 4,626,400.00 3,234,174.15
2542 4,637,000.00 3,221,595.07
2543 4,922,700.00 3,406,085.16
2544 5,133,500.00 3,501,761.86
2545 5,450,600.00 3,684,580.54
2546 5,917,300.00 3,933,229.89
2547 6,489,400.00 4,185,910.69
2548 7,095,600.00 4,384,484.10
2549 7,830,300.00 4,615,017.39
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2535 1,111,283.00 1,111,283.00
2536 1,252,920.00 1,215,170.62
2537 1,450,219.00 1,328,384.88
2538 1,719,120.00 1,476,651.99
2539 1,892,923.00 1,526,988.00
2540 1,598,633.00 1,215,598.05
2541 1,035,447.00 723,849.20
2542 965,899.00 671,066.52
2543 1,081,420.00 748,249.66
2544 1,181,315.00 805,821.33
2545 1,243,188.00 840,389.37
2546 1,424,194.00 946,661.89
2547 1,681,824.00 1,084,840.67
2548 2,049,823.00 1,266,618.23
2549 2,197,221.00 1,294,996.76

vinema: 3 w.a.2535 1Huilgu

N AN NUANLATIUNMINAUIM TIATHTNIALTIANUNIFIA (2551)



M3HUINT 05 AT Suunawszaumsng

81

(U9 WUAL)

AN Swunmaszaumsane

G
CINTAC I N TTE .
G
= = = I~
1 Yaisi oz ey e e - auquaz
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=3 A
fAnwn #30
S 1
e

2535 32,384.7 1,527.2 25,001.4 3,842.1 1,333.4 640.1 7.6 323
2536 32,1526 13942 244380 41815 1,543.1 568.5 12.5 14.3
2537 32,0943 1,329.2 23,993.6  4,555.6 1,560.5 630.7 5.7 19.0
2538  32,575.0 1,365.4 24,024.6  4,878.2 1,662.9 625.9 6.9 10.8
2539 32,2323 1,459.3 23,304.9 5,111.2 1,755.7 588.0 7.7 49
2540 33,1623 1,374.3 23,556.7 5,539.1 2,049.4 627.3 6.5 8.5
2541 32,1380  1,166.6  21,770.6  6,221.0 2,277.2 677.9 8.3 15.8
2542 32,0871 12856  21,097.1  6,390.9 2,616.4 675.0 5.3 16.2
2543 33,001.0 1,128.8 21,449.2 7,017.5 2,769.0 624.7 3.9 7.5
2544 33,483.7 1,146.0 21,064.2 7,410.4 2,984.2 788.8 90.1
2545 342624 11510 213152 7.874.1 3,090.8 735.7 95.6
2546 34,6764 12038 208974 83520 3,353.0 768.8 101.5
2547 35,7113 1,266.0 20,725.5 9,069.5 3,720.7 777.8 151.9
2548 36,3024 1,324.9 20,841.4 9,119.4 3,994.2 838.0 184.6
2549 36,344.5 1,320.7 20,326.9 9,445.2 4,186.5 866.2 199.1

qg./’ = a K g ' A 1
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2535 456.4 17.6 262.7 111.9 45.4 17.7 - 0.5
2536 494.4 11.7 346.0 81.0 443 9.3 0.3 1.3
2537 422.1 11.2 277.9 88.6 37.9 6.5 - -
2538 375.1 14.8 249.8 78.7 24.4 6.8 - -
2539 353.9 9.4 210.2 85.7 43.7 44 - -
2540 2925 6.8 148.0 77.0 51.4 8.7 - -
2541 1,137.9 20.2 607.6 318.0 175.5 16.1 - -
2542 9857 16.9 523.2 317.8 120.4 6.7 - 0.1
2543 812.6 14.0 367.1 275.0 145.9 10.0 - -
2544 896.3 14.1 390.8 311.2 160.9 18.3 1.0
2545 616.1 10.7 201.6 240.4 151.6 11.4 0.6
2546 543.7 9.3 170.7 194.1 154.3 14.1 1.3
2547 5489 8.4 182.3 2222 122.1 12.7 1.2
2548 495.9 8.5 147.2 193.6 130.7 14.9 0.9
2549 449.9 5.6 140.8 197.7 99.2 4.9 1.7
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Dependent Variable: YR

Method: Least Squares

Date: 03/23/09 Time: 08:03

Sample: 2535 2549

Included observations: 15

Convergence achieved after 29 iterations

YR=C(1)*(KR"C(2))*(LD1~C(3))*(LD2"(1-C(2)-C(3)))

84

Variable Coefficient Std. Error t-Statistic Prob.
C(1) 107.6197 13.35194 8.060229 0.0000
C(Q) 0.271443 0.035847 7.572313 0.0000
C(3) 0.347695 0.051585 6.740175 0.0000
R-squared 0.954303 Mean dependent var 3620415.
Adjusted R-squared 0.946687  S.D. dependent var 491964.8
S.E. of regression 113592.4  Akaike info criterion 26.29548
Sum squared resid 1.55E+11  Schwarz criterion 26.43709
Log likelihood -194.2161  Hannan-Quinn criter. 26.29397
Durbin-Watson stat 0.749643
MSWUINT V2 ATIVAOUTOANYA No Perfect Multicollinearity A2675 Correlation
YOIHAMTAATIHANMIMINAR Tasuuessemalng
YR KR LD1 LD2
YR 1.000000 0.293987 0.719001 0.833101
KR 0.293987 1.000000 0.533016 -0.245948
LDI 0.719001 0.533016 1.000000 0.492024
LD2 0.833101 -0.245948 0.492024 1.000000
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M51INUINT U3 ﬁi]%ﬁ@uﬁ’]}ﬂfmiﬁ No Autocorrelation ﬁ}’JEﬁ% Serial Correlation LM Test

s . a J a
Naao1 1" order Autocorrelation VDIHANTUATIEHAUMITNINAN 1A8T I
voatlszmelng

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 3.056517  Prob. F(1,11) 0.1082

Obs*R-squared 3.261551  Prob. Chi-Square(1) 0.0709

M319WUINT ¥4 A5 UToaNYA Heteroscedasticity A2835 White Heteroskedasticity

a 4 a
GUBQWﬂﬂ”li’JLﬂi”l%‘ViﬁiJﬂ”liﬂﬁNa@ITﬂEJS’JllGU@Qﬂixmﬁll‘V]ﬂ

Heteroskedasticity Test: White

F-statistic 1.943037  Prob. F(6,8) 0.1890
Obs*R-squared 8.895684  Prob. Chi-Square(6) 0.1795
Scaled explained SS 5.709017  Prob. Chi-Square(6) 0.4566
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Dependent Variable: LS1/LT
Method: Least Squares
Date: 08/01/09 Time: 19:39

Sample: 2535 2549

Included observations: 15
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Coefficient Std. Error t-Statistic Prob.
C 1.002523 0.017593 56.98436 0.0000
W 0.001416 0.000370 3.822662 0.0024
P -0.001052 0.000123 -8.531805 0.0000
R-squared 0.962860 Mean dependent var 0.886939
Adjusted R-squared 0.956669  S.D. dependent var 0.028056
S.E. of regression 0.005840  Akaike info criterion -7.271285
Sum squared resid 0.000409  Schwarz criterion -7.129675
Log likelihood 57.53464 Hannan-Quinn criter. -7.272793
F-statistic 155.5488  Durbin-Watson stat 2.008155
Prob(F-statistic) 0.000000
MIHUINT V6 ATNEADUVDANIA No Perfect Multicollinearity #2835 Correlation
YoInam I aumsginiuusanu15ilie
LS1/LT W P
LSI/LT 1.000000 -0.858817 -0.957931
W -0.858817 1.000000 0.959257
P -0.957931 0.959257 1.000000
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MS1INUINT U7 ﬁi]%ﬁ@uﬁ’]}ﬂfmiﬁ No Autocorrelation ﬁ}’JEﬁ% Serial Correlation LM Test
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15810

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.221075  Prob. F(1,11) 0.6474

Obs*R-squared 0.295527  Prob. Chi-Square(1) 0.5867

M319UINT Y8 A5I9EOUToaNYA Heteroscedasticity A2835 White Heteroskedasticity

a 4 9 A
éumwammmmwaumiqﬂmuuiwm"lﬁvlmj

Heteroskedasticity Test: White

F-statistic 0.127894  Prob. F(5,9) 0.9822
Obs*R-squared 0.995081  Prob. Chi-Square(5) 0.9630
Scaled explained SS 0.694638  Prob. Chi-Square(5) 0.9833
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U A1939" mmadszana anunaanael’
2535 2,830,900.00 3,065,823.00 -234,923.00
2536 3,069,731.00 3,209,820.00 -140,089.00
2537 3,324,448.00 3,329,860.00 -5,411.94
2538 3,595,774.00 3,499,965.00 95,808.70
2539 3,719,748.00 3,547,870.00 171,879.00
2540 3,598,662.00 3,532,070.00 66,592.20
2541 3,234,114.00 3,137,869.00 96,245.00
2542 3,221,705.00 3,188,143.00 33,561.60
2543 3,406,006.00 3,354,909.00 51,097.00
2544 3,501,705.00 3,565,124.00 -63,418.20
2545 3,684,581.00 3,655,781.00 28,799.50
2546 3,933,329.00 3,889,356.00 43,972.90
2547 4,185,900.00 4,201,318.00 -15,418.20
2548 4,384,601.00 4,514,152.00 -129,551.00
2549 4,615,017.00 4,609,264.00 5,753.17
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0.2714 0.3809 1.5992

LD, = ((P,/100)*37.4194*(KR,"*")*(LD,, " "y*(1/W))
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LS, = (1.0025*LT ) + (0.0014*W *LT) — (0.0011*P *LT)
~ J 1w Pl
aasnmglasasiiuglniulan

LD,=LS,

0.2714 0.3809. 1.5992

((P,/100)*37.4194*(KR ""Y*(LD, " *"y*(1/W,))

= (1.0025*LT ) + (0.0014*W *LT) — (0.0011*P *LT)

d! % a 1 o w
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0.2714 1.5992

((P,/100)*37.4194*( KR, )*(LD,, ™))

=(1.0025+(0.0014w)-0.001 1P)*LT*(W
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EISJQd dy ~q Y ax a a . Y S F)
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0.2714 0.3809 1.5992

LD, = ((P,/100)*37.4194*(KR,"*")*(LD,, """ )*(1/W))
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_ (p/100)*37.4194* (KRZ™)* (LD ,>®®)

W L D 0.6523
1

W =

LDI” (p/100)37.4194* (KR®Z#)* (LD ,>*%)
L D10.6523

LD, =i

Yy 9

dy A Jd 09)1 1 . = .
Tagrnunladuglainaonssudaua LD,=i 919 LD, =j

E]



LLﬁ%‘ﬂWﬂﬁNﬂﬁQﬂﬂWﬂﬂl@\iL!i\‘l\‘ﬂu

LS,=(1.0025*LT ) + (0.0014*W *LT) — (0.0011*P *LT)
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W = (L0025 - (0.0011*P) - (LS, / LT))
0.0014
W — LT" (1.0025 - (0.0011*P) - (LS, / LT))
s 0.0014
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Y 9
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