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The oretical concept and the evidence: The dismissal of employees

at higher wage
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Abstract

This paper used a part of data from my complete research report for explaining the phenomenon of
the high wage dismissal in factories at Eastern Seaboard Industrial Estate, Rayong Province. The descriptive
statistical method was a tool for analysis the data together with labour economics theory to explain the
phenomena of higher and lower wage employment of similar work conditions. The evidence was the higher
wage employees were liable to be dismissed when they received a level of high wage while lower wage
employees could maintain their work. The most suitable economics theory for explaining the phenomenon was
the relation between wage and marginal productivity of labour (W vs VMP ). In practice, employers never
calculate an employee’s VMP, but they tried to figure out whoever were in the case of Wage > VMP, would be
dismissed. In practice the employer merely just whether one’s performance was worth his or her wage; they
would dismiss an employee or a group of employees whose performance was not worth that wage.

The evidence showed that American or European firms gave higher wage than that of Asian firms but
they would dismiss their employees when those employees reached a certain high wage level while the Asian

firms rarely did so.

Keywords: dismissal, lifetime employment, foreign firm, Value of Marginal Product of Labour (VMP,)
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