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"THE LOW WAGE REGIME IN
THAILAND"

By: Apichai Pantasen

The main purpose of this study is to make an attempt at
a systematic explanation of the persistent low wage in Thai-
land. The study is divided into three parts. Part1 presents an
historical overiew of the socio-economic development in
Thailand that has resulted in perpetuity of low wage level.
Deliberate policy at maintaining low prices of agricultural
products since the end of the World War Il by various regimes
in Thailand is one major factor among many others explain-
ing the general low wage level. Modernization policy
adopted by the Thai government with strong emplasis on the
development of import-subsitution industries since the early
1960's followed by policy to promote export-orientation in-
dustries started in the mid 1970's require the maintenance of
a general low wage to enhance international competition.

Import-subsitution policy also led to the problem of
chronic trade deficits. In order to bridge the domestic saving
gap instead of resorting to devaluation of the currency, the
government chose to increase foreign borrowing and to
encourage foreign investment which resulted in rapid in-
creases in foreign debt. This adopted policy was to the
advantage of imported industrialists at the cost of main-
tenance of low prices of agricultural products. This policy
contributes to additional factors explaining a downward
pressure on wage. Weak union movements resulting from a
long tradition of various dictatorial regimes in Thiland is also



another contributive factor.

Part Il discusses wage structures in three major markets,
namely, private sector, civil services and state enterprises. It
is found in addition that wages in the three markets are
closely related. Wage rigidity in civil services is one among
other explanatory factors of the general low wage. This wage
rigidity is caused by the regressive tax structure of the Thai
government plus its heavy debt burdent discussed in part L.
However, there seems to be no strong political pressure from
high ranking as well as middle ranking of government offi-
cials to demand more frequent adjustment of their wages.
One possible explanation could be that financial and non
financial fringe benefits among many high ranking govern-
ment officials, are very high. For the middle ranking govern-
ment officials,the currently low pay could be viewed as their
personal investment for much higher financial gain in the
future.

The last part deals with minimum wage, poverty, and
unequal income distribution. The evidence has demon-
strated quite clearly that while there is a definite improve-
ment in the absolute level of poverty, income inequality has
been progressively worsening. The answer rests on the fact
that real wage of industrial workers increase much slower
than their real productivities. As a result, labour surplus has
been absorbed by owners of factors of production other than
labour. In order to break away from this vicious circle of low
wage and increasing income inequality. The solution lies in
the ability to reduce the current pattern of increasing uneven
income distribution of the rural population as well as to raise
their absolute income level.
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