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The economic crisis in 1997 had originated great negative impacts
that were widely spread throughout Thai socio-economic system. Many
small and medium scale businesses had to be closed while most large
scale businesses had to restructure, merger, or improve their management
in order to survive. As a result, many cmployecs were laid off and
unemployment was considerably rising. The economic loss in term of
production and income was extremely high. Realizing the importance of
ur;employment problem caused by the crisis, this thesis aimed to study
the effects of demand-side economic factors on the unemployment

problem of Thai economy. The study used multiple regression model
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to analyze the relationship between related variables. Data for the analysis
were time series secondary data from 1978 to 2002.

It was found from the study that demand-side economic factors
altogether were able to explain about 91.17 percent - of changes in
unemployment. The most important factors that determined the changes in
unemployment was domestic price, followed by money deposit of business
and household in commercial bank, government expenditure, government
revenue from tax and duty, foreign direct investment, and net revenue
from foreign trade respectively. The study showed that a percentage
increased of these 6 variables would cause the uncmployment to changes
by 71966 4.8724 - 46174 —-4.0226 - 0.2481 and - 0.1115 percents
respectively. Coefficients of these variables at 99 percent confident level
except for foreign direci were statistically significant investment that was
statistically significant at 90 percent confidence level.

However, the directions of cffects of government revenue from tax,
domestic price, and money deposit in commercial bank were not in
accordance with assumptions set in the study. Government revenue from
tax may change in the opposite direction with unemployment as a result
of investment promotion policy that lead to more use of capital in place
of labour. The rise of government revenue due to higher investment, may

cause unemployment to rise. Increasing price during economic recession
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resulted in shrinking vigorously of private consumption while cost of
production was increased. Businesses, then, encountered condition of loss
and rising unemployment rate. Moreover, the persistent of high non
performing loan in the commercial banks after the crisis may cause
these banks to reduced loan provided for businesses although their
liquidities are accumulated from money deposit. With fewer loans to
finance their operations, many Thai businesses may have to lay off their
employees. As a result, unemployment could be higher as the money

deposits in bank increase.



