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Abstract TE 147220

This paper examines factors affecting employment and unemployment. It
calculates non-accelerating inflation rate of unemployment (NAIRU) and makes a
forecast for employment and unemployment. The analysis is based on official
statistics from the labor force survey carried out by the National Statistical
Office during 1985 and 2001, supplemented by the employment status survey of
Rangsit University graduates of the year 2002, conducted by the research
team.

The study found significant statistical relationships between employment
and unemployment on one hand and economic conditions and labor compensation
on the other. A one percent increase in real gross domestic product would lead
to an increase in employment by 0.2 percent while reducing the overall
unemployment by 1.6 percent, reducing the unemployment of persons aged 20 -
24 by 1.5 percent, and teenagers by 2.5 percent. A one percent increase in real
wage would reduce employment by 0.09 percent. The increase in minimum wage
rate would have a strong negative impact on teen workers.

During 1985 - 1989, labor productivity was found to outpace the real
wage rate. As the economy grew rapidly in the early 1990s, wages rose very
fast relative to labor productivity. For the period between 1985 and 2001, real
wage rate grew faster than productivity of labor by 0.91 percent per year on
the average. Wages in the service, agricultural and industrial sector grew faster
than their respective sector productivity by 0.5, 1.5, and 0.6 percent per year
respectively.

Policy wise, the maintenance of high but stable rate of growth is
imperative to employment generation but may not be enough to absorb new
entrants to the labor force each year. Labor intensive technology may serve as
an alternative to keeping high rate of economic growth in labor absorption. This
would lessen inflationary pressure, which, if left unchecked, would have a
negative impact on employment, as it would reduce the real labor compensation.

As for wage policy, it is necessary to maintain the wage increase in
paralle! with the increase in labor productivity. The increase in wage, and
minimum wage in particular, must take into account, in addition to the
productivity, the cost of living and economic conditions, its negative impact on
the employment, especially teenage workers, who would be more affected by the
increase than the others,



