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Abstract

This research examines the pass-through of minimum wage adjustments to
inflation in Thailand within an Expectations-Augmented Phillips Curve framework. It
also investigates whether the relationship varies across economic regimes and different
levels of monetary policy credibility. The analysis employs 34 annual observations
covering 1991-2024 and estimates time-series models using ordinary least squares with
Newey-West HAC standard errors. The models incorporate expected inflation, changes
in the real minimum wage, a monetary policy credibility index, and macroeconomic
control variables, and compare the pass-through of minimum wage adjustments to
inflation across different economic regimes, namely the reference group, the minimum

wage reform regime, and the high economic uncertainty regime.

The results of this research show that expected inflation is positively and
significantly associated with actual inflation. A one point increase in expected inflation
is associated with an approximately 0.66 point increase in actual inflation. In contrast,
no statistically significant evidence is found for an average pass-through from changes
in the real minimum wage to inflation, nor for a moderating role of monetary policy
credibility. Nevertheless, the wage-inflation relationship differs significantly during
periods of high economic uncertainty. The negative relationship observed in the stress
regime should not be interpreted as a direct causal effect, as it may reflect the erosion
of real wages when prices rise rapidly. The findings suggest that minimum wage policy
should be implemented alongside measures to anchor inflation expectations and
should account for prevailing macroeconomic conditions and workers’ real purchasing

power.
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