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Since 2002, Producer price index (PPI), consumer price index (CiDl) and core
consumer price index in Thailand have been rising gradually according to dramatically
increasing of oil price in the world market. Moreover, these 3 indices are diverging from each
other. One of the most important factors that cause these inflation processes is the
government price control.

This thesis studies the impacts of government price control on comprehensiveness,
clarity of price signal of both headline inflation and core inﬂation and the implications on
monetary policy under inflation targeting framework when shock appears in the economy
accordingly.

The study concludes that government price control has no impact on long run
comprehensiveness. Although it help improve clarity of price signal in case of tracking
inflation trend and predictive power, government price control increase the volatility of
inflation and decreases monetary policy ability to control inflation.

When there is a shock in the economy, government price control improves monetary
policy effectiveness if adverse shock is temporary. On the other hand, if adverse shock is
permanent, government price control obstructs the monetary policy because

underestimated inflation rate leads to less response to the shock.





