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The objectives of this study are to test the human capital hypothesis for the case of
Thai garment manufacturing i.e. the effect of higher education attainment on labor productivity and
wage, and to see whether the increase in wage is equal to the increase in productivity or not.

Primary data for testing human capital hypothesis are obtained from questionnaires
answering by 59 firms and 315 workers, while secondary data are collected from Department of
Business Development, Ministry of Commerce, and the Stock Exchange of Thailand.

To test the human capital hypothesis, the production equation showing the effect of
education on labor productivity and the wage equation showing the effect of education on wage
will be estimated first. Then, the coefficient of variable related to labor productivity due to
increasing in education in the production equation and the coefficient of education variables related
to various wages in the wage equation will be tested by the Wald test.

The empirical findings of testing human capital hypothesis for the case of Thai
garment manufacturing show that the productivity of lower secondary educated labor, upper
secondary educated labor, and labor with vocational diploma or higher increase by 0.862%,
0.907% and 0.956% respectively, while the wage of lower secondary educated labor, upper
secondary educated labor, and labor with vocational diploma or higher increase by 0.223%,
0.346%, and 0.642% respectively. These results indicate that higher educated labor is more
productive and receives higher wage according to human capital hypothesis. However, the
Increase in wage is less than the increase in productivity. This is probably because the labor
market is not perfect competition.
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