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In the present, the condition that the domestic average prices are rising is referred simply
to as inflation. Economically, inflation can be often classified in accordance with the source of
inflationary pressure which consists of two major causes. The first cause is demand-pull inflation,
which is caused by increasing demand for output, and another one is cost-push inflation, which is
caused by rising costs of production.

The objective of this research is to find the causes of inflation in Thailand. Secondary
data from the first quarter of 2000 to the fourth quarter of 2007 were applied in thi$ research.

The result of this research indicates that the most significant factor that causes inflation
in Thailand is minimum wages, followed by foreign prices. The finding also demonstrates that
Gross Domestic Product and narrow money supply (M1) are not statistically significant. This
research shows that the factors that cause inflation in Thailand result from supply-side not
demand-side.

This research suggests that the authority should launch the economic policies that help
increase aggregate supply in domestic economy by increasing the labour productivity or

decreasing the import of capital goods from abroad.





