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Abstract TE144438

A study of the minimum wage determination in Thailand between 1973 to 2001
had objective to construct econometric model for real minimum wage determination
of Thailand. By using concept and theories of rational expectations and adaptive
expectations for estimation and used two-stage least squares(2-SLS) as a technique.
Beside that the study also consider whether real minimum wage determination goes
along with labor productivity and forecast real minimum wage between 2002 to 2007
by using exponential smoothing, adaptive expectations model and rational
expectations model technique.

The result form real minimum wage model by using adaptive expectations model
found that loan interest rate and real minimum wage rate which have one period lag
(proxies for expected real minimum wage rate) have positive relationship with real
minimum wage rate. Real Gross Domestic Product and government minimum wage
rate are non significant. For direct test of the rational expectations hypothesis (REH)
finds that the estimation is rational, so expectation effects real minimum wage rate
determination.

The result form real minimum wage rate model by using rational expectations
model found that real GDP, loan interest rate and expected loan interest rate have
positive relationship with real minimum wage rate. Government real minimum wagc
rate has negative relationship with real minimum wage rate. For others variables that
combine with government real minimum wage rate and expected real GDP are non
significant. For direct test of the rational expectations hypothesis (REH) finds that the
estimation is rational, so expectation effects real minimum wage rate determination.

The consideration of related between real minimum wage index and labor
productivity index finds that increasing in real minimum wage index related with
changing in unskilled labor productivity index. The changing went up in 1974, 1978
t01979, 1984 101985, 1989 t01995 and 2001. The changing went down in 1975 and
1998. For other years, the changing goes in the opposite direction, which is the
increasing of real minimum wage rage index but decreasing for unskilled labor
productivity between 1980 to 1981. In 1976 to 1977, 1983, 1986, 1988, 1996 and
1999 to 2000 the real minimum wage rate index decreased, but unskilled labor
productivity index increased. Besides that the stage by stage consideration finds that
every stage of adjustment real minimum wage rate index and unskilled labor
productivity index increased. Expect for 1997 to 2001, unskilled labor productivity
index increased while real minimum wage rate index decreased.

The forecasting of expected real minimum wage rate evaluated form the model
finds that rational expectation model gave better result than adaptive expectation
model, when consider both root mean squared error and theil inequality coefficient
statistic .In summary, form the evaluation of related statistic finds that forecasting by

rational expectation model is suitable for real minimum wage rate determination than
adaptive expectation model. And, the forecasting of the real minimum wage rate
between 2002 to 2007 finds that the real minimum wage rate will continue go up by
little in every year.





