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Abstract:

This study aims to examine factors affecting wage determination at provincial level in
Thailand. Generalized Maximum Entropy estimator (GME) for panel data regression models
was employed to analyze by using longitudinal data of 76 provinces over 10 years between
2006 and 2015 on minimum wages and other macroeconomic variables. Results indicate that
cost of living and labor productivity have positive impacts on minimum wage rate, but
unemployment, inflation, corporate income tax and economic growth have negative one.
These finding may help to inform policy maker and all stakeholders in Thailand debate the
better minimum wage rate adjustment.
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Table 1: Descriptive Statistics
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v 1
3w (ININF) 1M1y Admsnadey
Jarque-Bera 3ia1nnnindeeay 0.01 Jaeeausy
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FnaamnasudealmInszneuuVlnd

INMW__ InEXPQ InINF InCOPRTAX InLP  GROWTH InUNEMP
Mean 53070 5.3642 3.5412 5.4273 11.6382 2.8044 1.0240
Median 51532 5.3733 3.5186 4.9153 11.4604 2.5438 0.8772
Maximum 57037 58655 11.5702  13.1080  14.0827  42.8270 3.7605
Minimum 49416 4.4933 -2.4390 2.3110 10.1345  -32.3966 0.0671
Std. Dev. 0.2982  0.2554 2.8540 1.9659 0.8344 6.4968 0.6254
Skewness 0.3537 -0.4188 0.1515 1.2259 0.9332 0.3580 1.0950
Kurtosis 1.3754 2.7108 2.7094 4.5032 3.2060 7.7821 4.5189
Jarque-Bera™ 99.4177 24.8714 55822  261.9360 111.6666 740.4236  224.9542
Probability 0.0000 0.0000 0.0613 0.0000 0.0000 0.0000 0.0000
Observations 760 760 760 760 760 760 760

Source: author’s estimations
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6.1 MINATBUANNUIVDIVDYA (Panel
unit root Test)
wanmInaaauwUagiagnueddilsn

Yy o
' Y @ oo

o a I ' @ g ¥
HINTUATIEN AT NUUA W‘]Jﬂnﬂmuﬂwcl%

anyueiaNoua(atlevel) tHo991ndaA
naaoy Levin-Lin-Chu test (LLC) 1{ta's
AUNATIUNGN Hp NIzAUAMUT0I U 00AS

99 1ranAd Table 2 Faeunsmidulsnnda

Tumsanur hieinsnlagdoyaniuuall L
v e v wlszanaaee 1
Table 2: Panel Unit Root Test Result (at level
Variable Levin, Lin & Chu t Prob. Order of integration

LNMW -18.8853** 0.0000 1(0)
LNEXPQ -20.8682** 0.0000 1(0)
LNINF -21.3328** 0.0000 1(0)
LNCORPTAX -16.7795** 0.0000 1(0)
LNLP -9.6204%* 0.0000 1(0)
GROWTH -24.5586** 0.0000 1(0)
LNUNEMP -15.4030** 0.0000 1(0)

Source: author’s estimations
Notes: ** denotes reject the null of unit root at the 0.01

6.2 NAMINATBLNIUAIADUNINTTY
(Panel Cointegration Tests)
Y Ea
msanw1luasiiiiminaaeunualn

a o 9

a Ay J aa
DUNNTYUAIYID Kao Test WUNTDANATDU

NaarasauuAgIunan Ho nszauau

Table 3: Panel Cointegration Tests Result

a

WworuTesay 99 1uAe aumsnuall Indun
9 '

NTFU aaru daudsniidinsign i

anuduiufiFegasninluszozend uaang

Table 3

Statistic test t-Statistic Prob.

Kao test
Dickey-Fuller t -8.8492** 0.0000
Augmented Dickey-Fuller t -4.7627** 0.0000

Source: author’s estimations

Notes: ** denotes reject the null of no cointegration at the 0.01
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Table 4: Hausman test for random versus fixed effects

Stat test

Chi-Square Statistic

Prob.

Hausman’s Test

55.39**

0.0000

Source: author’s estimations
Notes: ** denotes reject the null of Random at the 0.01
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Table 6: Results of Minimum wage estimated by Ordinary Least Squares and Generalized
Maximum Entropy estimator for panel data

Variable Ordinary Least Squares

Generalized Maximum Entropy

M=3 M=5 M=7
LNEXPQ 0.7036 0.67081 0.6694 0.6701
(0.0314) (0.0297) (0.0297) (0.0297)
LNINF -0.0211 -0.0218 -0.02181 -0.0217
(0.0023) (0.0021) (0.0021) (0.0021)
LNCORPTAX -0.0917 -0.0905 -0.0904 -0.0898
(0.0177) (0.0168) (0.0168) (0.0168)
LNLP 0.2807 0.2717 0.2723 0.2783
(0.0495) (0.0468) (0.0468) (0.0468)
GROWTH -0.0036 -0.0037 -0.0037 -0.0037
(0.0010) (0.0009) (0.0009) (0.0009)
LNUNEMP -0.1196 -0.1257 -0.1258 -0.1245
(0.0144) (0.0136) (0.0136) (0.0136)
Max Entropy 14655830  -1214.4750  -827.8018
MSE 0.0231808 0.0230480  0.0230509  0.0230463

Source: author’s estimations by Stata Econometric Computer Software Application (Version 15.1) Estimation for
Ordinary Least Squares and R Statistical Software Estimation for Generalized Maximum Entropy (Version 3.4.4)

Notes: () is Standard Error
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