CHAPTER 2

REVIEN G- RELATED LITERATURES

Ths dgta pesats a revew of rdaed literatures ad pravias
sudes underying the framenark of this oy, Related literature review wil
e sgaEed ino 3 gays ) s ad fedas rdaed to povaty in
Thelad, 2 des cnregod industnidization ard poverty inodaog, 3
labar noaility andfadiars rlating to poverty inddence darges

21 Trends and Fediars Relaied to Poverty in Thalland

Tre povarty inadance datistic in Thaland hes leen avalldde sne
192 when the NSO dated to adledt ceta aoaut housdhdd inoore ad
aorsuTpion eqadiue  There ware nary prevas siudes foosng
dxdue povaty.  The estiation of poverty inacence wes bessd an tre
Soooboomnic Sney dia (5. Mt of tree des inpdenented
Heed Gount Retio asppoverty index 1

Trends of povarty in this sedion coud ke dvided into 2 trads
poverty trend before tre 19805 adpoverty trad inte 19805

‘The Head-Count Ratio Index (HCR) is the percentage of the poor in total
population.



10
211 Powtyinicencebdoete 1995

Mary prevaus siudes found thet the poverty inddence befare e
19905 hed gradLdlly redlced (tede 21). e dy of Meesodk (1979) wes
tefirst dy that found aredudion of povarty bewean 195263 1938360
ad 19976 Meesok Lssd S cHafor edirete the poverty inadence ad
Heed Gourt Ratio (HCR) aspoveny incex: Two aosdute povatty lines ware
Leed to caadate the poverty inacance becaee tre different coogds for
utenadrud aess  The povatty line is dfined in temrs of housaddtad
inoe Gxane price indces were Lsed o adust price diferances
leweanthe period cooamed ardthe essdlyeer.2

Rest of the siudy dons tret the poverty inadence hed dedined
oatime The poverty indoence dedined from 57 parcart in 19526310 P
peraat in 193860 The overal poverty inddence continually dedined to 3L
pacat in 1997 The dstibution of poor popuation Sons thet nodt of
the poor were fam housadds in the Notheest ad the Noth, Mesock
upeed thet an inproverert of the agraditurd productivity and the aqp
ioss wae inpatat fadas in @taang fam hosgdd imoe
Myeo, e  dy fourd thet the rde of govammrent was aso inpartart in
povarty dleviation Tre study Satedthet therevias aldas in the availablity of
puldic savices in favar of the uioen population. The resaurcess avallede hae
nat leen ued In Suth away &6 to cotnioute to a redudion in inoare
dsatties inthe Iving Saroarcs aaoss popuaion gays.

“In 1975/76, urban poverty line was 2,961 baht/person/year and rural novelty
line was 1,981 baht/person/year.



Tade 21 Rarcariage of Foor Regdein Tad Population befare the 19905

PeiosSides 199263 198 19/5/6 19808l 19986 198

Mok (1979 50 30 30
Hiesgan ad
0 B0 D5
Jadm (1989
Hiesaan adTaonayg

20 B0 D B
(L0

Source: From Meesook (1979): table 3.1, Hutaserani and Jitsuchon (1988): table 2.15
and Hutaserani and Tabwong (1990): table 5.3.

Huiaseran and Jisudon (1983) ad Hitasaran ad Tabnag (1990)
futher aalyzed the povarty trend duing 19476 ad 198658 All usd
Meesodk  uben ard rural poverty lines. Three poverty indices induding
HeedtCourt Ratio, Relative Incare Sartfal ad Smindexwere uisdinthe
dudes Bah of the two dides faund thet the poverty dedined to 23 paroart
in 198081 fram 3 pacat in 19476 ad rose agan to 205 paoat in
19986 The inoeeses of poverty inodence beween 198081 ad 195986
resUited fromthe saood oll Sok adafall in agicuturd pice. The sudy
of Hissgan ad Taonag (1990 aratyzd tre povarty tred beween
197496 and 98380, The 198380 TSfor thewhde country ardwithin eech
regon Wes the cita sauee s in e dy 1o caladate variddes ad
meesrenEtsfor anetyzes aonparedwith the et tremd. Resuts Soned thret
the propartion of hausehdds living under the poverty lines dedined Steedlly
to 23 parcert in 198081 from 3 parcart in 196360 when messured by
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HedQut Rdio indkex The ovedl povaty indcece inoeesd
SUdartidly to 205 paaat in 198986 from 23 parcart in 19808L This
revarsed trend is causd by ngiar aqp ices ad famers econaic a8l
ceeiaaing  Tre overdl povarty duing the late 1983 hes inproved oer
themd 198Xxled, redong to 237 paraart in 19880 from 295 paraat in
19598 Tre rea=e tred was casad by an eqoat boom Moeow,
povarty inddence dassified by region and sediar of produdion Soned tret
mod of the poor weare in the Nartheasiamn regon ad the hignest poverty
inadencewss in agiautura sedr (fdde 2.2), ssinany reviaus dides

Tade 22 Distribution of the Foor Ragde in Taid Population duning 19476

ad 198380
1975/76 1980/81 1985/86 1988/89
Region
North 33.18 215 2554 23.23
Northeast 4492 3593 4817  33.45
Central 1299 1355 1563 1597
South 3071 2037 2717 21.49
BMR 1.75 3.89 3.54 3.41
City Core 6.9 3.1 3.11 3.26
Sector of production
inactive 1.85 2.82 3.53 4.7
agriculture 8296 8252  80.95 76.4
non-agriculture 1519 1466 1552 18.8

Source: Hutaserani and Tabwong (1990): table 5.5 and 5.7



2.1.2 Poverty trend in the 1990s,

May pados des donad tet povaty tred hed redlod

continually in the pre-aisis period of the 19890 The ecoaic anisis thet
lecenin 1997, revassd the trend of povearty recudion (ke 2.3).
190 provided an arelysis of inpadt of econamic arisis an poverty in
Thaland. The study Lssd agage NESTB povarty ines. The aalyas wes
lesed an the Sodoecomamic Siney (55 duing the yeas 198 1990
192 1991 1965ad 198  Traerewaethree neeaures of povearty inddenoe
Heed Gourt Ratio, povarty ge ad severtty of poverty index, which noed
ineadythe smedredion oatime

Te dy poned aut oy HeedGourt Ratio index for povarty
ady3s The cdareeded avay rervakade dedire in poverty inacece
from 198 pto 1955 anooarde imeese to 198 ard lager inneese o
the folloning years (tdde 23. Ths doned thet the ecoonic aiss
aontnibuted to anineese in the nunvber of poar pegde

Sartisat (2000) aonfinred the resut of NEDB (1999). e dy
aayzd the inpedss of the 1997 aiss an povearty oer tre 1986198 ad
1998190, The HeedGout Ratio index (HOR) ad Foste, Geer ad
Thatede index (FGTa)3wae Lead to meeaLre the inedt of the aigs an

povaty. Treadyssis dso bessd anthe two different aaogts of povarty
lines: the dd (World Bark) poverty lines ad Kakwen * o the official

3ifa =0, the FGT becomes the Head-Count Ratio and if a =1, the FGT
Mmeasure becomes the poverty gap index.
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Tade 23 Raraariage of Roor Regdein Tad Populationinte 19805

Pejos3ides 1988 1990 192 194 1956 198 190 200

NESB (199 P6 272 32 163 114 129
Saiisat (A00) 114 134 165
Sisatad

| B5 316 71 N3 U3 155 178
Wiboondhutikuia (2009

source: Table 3 in NESDB (1999), table 8 in Samtisart (2000), and table 14 in
Samtisart and Wiboonchutikula (2003).

povaty lines. Samiisatt did adsoonposiion andlyss of povarty by dviding
the effedt of darges in povarty lewean 196 ad 1998 ad between 198
ad 1989 They ae popuaion nohlity inpedt repgadess a dagss in
sgaup poverty ardthe inpedt an sUgaup poverty regerdess adergesin
popdaiondee The  dyfoundtet thetred of poverty redudion letwean
1980 ad 1956 gypeared in oath ulen ad rud aees, ad in dnodt ety
regon  After tre asdt of e 197 aiss, an inoeese in povarty in the
Natheest ad the South wes the nodt saae Tre siudy doned thet e
popuiation mobility inect ardthe inpedt ansUogaup poverty dergesreda
drett efet noverdl povaty dags Therewae nany fadiars contributed
to the popuaion mobility impedt ad the inpeds an Uogayp poverty
dass Thehigh agp price was anan fadar, which hejped arunber of
poor in agioutural sedar to redee  In 1988 the inadance of poverty
inoeesad draetically in the Notheest ad the Nothe This wes becauee of
lov commrodity prices. The adlyss of the dages in povaty @ e
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coduded thet the Natheedt, the Narth, and the Sauth are the three poorett
regas  Regde in the ygpr inoare dass who Iive in Bangkak adl its
vidinity, ad Gartrd Thalland bendited from nonragricuiiurdl adivities in tre
regas.

Sartisat ad Wiboondnutikula (2008) aso recalodated the inddence
of poverty bawean 1988 ad 2000 kessd an tre amage NEB poverty
lines. The sudy induded sone dsausson anthe avarage NESDB povarty
lines, which higher then MeesodK spovarty lines. The study Stated thet the
[ropartions of food eqeendiure inthe official poverty lines aehigher trentre
adud led. Thus a thetine of ket deredation duing the 1997 econaic
aiss, the poverty line is too high and the inddence of poverty wes oer-
estineted4This wes aweskess of the NESCB ar the dfficial poverty inesin
the 19905 pavicd

ResUits of poverty trerd Soaed aredudion in poverty inadence in
the pre-aiss paniad asthe se astre prevals ddes The Heed Gourt
Ratiowss aaud 2 pacat in 1990 ard dqeed o 27, 0D ad U pacat in
192, 194, ard 1985 respedinvgly. The econamic aisis commenarng in 1997
reased the tred of povaty.  The inadence of povarty inneessd to 155
parcant in 1988 from arcud 14 parcant in 1985 adicseto 178 paoart in
2000.

AThis is well discussed in Samtisart (1998) and Nathan (2001)
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22 Regordl Industrialization and Poverty Inadenoe

The govemman hes attented to reduoe the nunoer of poor by
pronating regod indusinidizaion. Al of these sudes foosed an e
goemet pdides ad its inpeds  The sudes of Krangkaew (198)),
Tinekom (1995) ard Jisudon (1989) have faousad anthe trend of povarty
inacence in Thalland from 1930 when country Sated to inderrert the Arst
Netionel Davdgaret Han Thedan fooussd nae anthe suppartive rdes in
pivete inestirernt pranation.

Kiageaw (1987) dided e envdoyment stugtion adthe gaad
wefare of te Tha popdation duing paicds of nodem ecoc
cevdgaent bewven 195 ad 18k The dudy eanned the povaty
condiions dgoeding anthe agadts of econoic rarsfanrdios auh s tre
srudud dagss in the industid produdion: Househdd inoare was usd
& an indruret of kendmrak to identify the poar ad tre poverty lines
Spedified by Meesodk (1975/76) ad the Warld Bark (1978).  The resut
doned tret the propartion of the poar fell to 24 paraant in 1981 fram 57
paraat in 199263 Tre tred in poverty redudion Was ecually inpressve
aqcsstreregas. The povarty inadence in Bagok fell ey to 4 paraart
from 28 pacat bawean 1932 ad 1BL  The cdadaion of te poor
distribution dassified by regon and aea duning this pariod doned thet tre
Northeest Was the poaest regon ard Bangkok raintained its nogt progoaals
regon dals

Tre dLoy Soned the distributive inpedt of two govamrant palices
related to industriaization ard poverty redudtion in the period of 19741978
manufadLnng pratedion paides ad mnimumwage paides. Tre sudy
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Saed tet the effedt of pratedion pdides hed the inpet an tre U
ecomy. Tre Word Bark agued thet the heawy industry pratedtion hes
hemred the rud ecomy in 2vad ageeds  Arstly, ahigh iaxaion an
aoEUTES Was indareated to pasd e highinoore gays Who oan
fadaies. Seoady, there was ajraiedion lies anindLatries, which heauly
lessd an inparted raw netends, ad ecard resouces ad agotesd
inoLetes. Those inoLatries ware eoouraged to Lse ore produds framte
rud ecomy. Thirdly, the tax bammer neesure favared the caataHniensve
inoLeries rather ten tre ldboHntesve nadedues This heps e
comestic ranufedires to aarpete with dner indLatries intheword naiet

Far the minimum wege pdlicy, the siudy dated thet the mininum
wae in Theland dd nat have much effed an unskdllecHabor evdoyrent
e of the indastic danad for unskled o loaskilled labar in
indLeties. The minmumwage coud leed to araise in the besic inoare of
unsdllecHabor anly. Ontre aher hard, the wage dare of industria autaut
heslanquite low

Tretrend of povarty inadanee in 19/5/6to 1988 was reeanned by
Tindkom (196). The clain 19476 1981 ad 1986 was from H.tesaan
and Jitsuchon (1988), ard those for 1988 ate from Krangkeew and Tingdkom
(1991). Tinekomaondudksd thet modt of poar (goout 8 parcart in 1989) live
inrud aess  They ware mainy famlaboas who dgoated vary muhan
the agriautural proolds to gerade the housghdd inoore. The Sudy dso
neck soe qualitative condusion aoout the peth of industrial devdgaent
aontniouted to poverty dagesin Traland inthe 1935

Tre presart Stugtion of povarty is nat anly the resut of indLstria
pdides. There nay ke ane ageeds of industnidization thet ted o
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acateeit. Hrstly, theinesiment prootion hestackd to favor lagesce
cpteHnesve firm ad fiscd inesve indlsies.  Gossquatly, the
imparted caata ard minmumwage law hes reck the rlative price of it
loner trenit kesto e This led to low endoyrert in the indusinal ssdar
ad agicuiturd ssdar, which still reguire nodt of lebor face. Saoaly,
industiid acivities were caoatrated in Bagkak ad the Garrdl regan
becaee infrastrudure hes iesniredegeie inthe aher regas. Thirdly, anly
large investas coud beredtt fram tre BOI inesmert incertives. Ontre
dher hard sl investars e e inpart tariffs. These agoeds reveded an
urtelanosd pedt industrial develgaent palicy affeding poverty inacenoe
Tre investigetion of rud povarty aleviation rdated to meaodye
pdides redly, industria pdiides in Kiangkeew (1987) ard Tinekom (1996)
wee do gyeaed in Jtsudn (1989). Ths  dy aso investigeted the
edass rde pdides, ad tax pdides. Far industnid pdlices-espedaly
those menpuaied thraugh BOl weae artiazed their bas againgt vl
indleties  Big indLaties weare favared 1o the agojaocessing inoletries,
which aewslely sdl o nedumaze indudries. The paraed fimrs tad
to coatrae within Bangok adl its surouding podnces. Thus, e
rescarts inthis aeabenddit bath fowerd andbedanard econanic lirkages.
Treinmperentation of industnia palides coud signficanty influence
a rud poaty inndee The edass rde pdides coud hep o
mairain the ovenvelued official rate of the ket duing not of the periad
befare 181 This neart tret asudantid anount of doeslic resouae wes
necessay to supdy this ovenvalugtion Nomrally, the resource hed ben
dannfromthe agicuturd seda;, wWhose eqoart eaning ware ussdto firence
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adegpforeign edagespdicy. Thered dgrenation of the ed e rate
restakendace Incetrelae 194 It difered asrudurd ravedy.

e then, the eqat ssdas hes pad less tax a een cared
sdmdes The adartae of this auranty edages dgredaion wes it
only for the agriculturdl sediar; bt the menufadiuing sedar eswell. For tax
pdices, athough the dae of dredt tax reaLes (nooe ad aopaate
inoome tax) continuously hed inoreased over the et three decadkes to 20
parcat from aoout 0 paoat of the told goemeat reae |t hes still
enmucth loner trentie indrect teax dare. The indiredt tax was danred for
IS reyessve retiue e tax (ropartionetely) Was inpossd antie poar tren
antrench Ontre dher hard diredt tax sudure was usLdlly pagessve
GosLetly, any govemert relying heavily anlinoarre from indiredt s
were diegadto wasentie ineoudlity ofthe inoarre disinboution.

Tre adyas ait poaty dages ad the eooaric goath in
Thelland in the periad of 1962-1998 were provided by NESDB/ADB (2000).
Tre dLoy ssaated the econanic gownth into 2 tem's: eggecete gronth ad
sdad gonh  For the rdationship of poverty redudion a8 dpaciat
\atidde, aggecpte gonth, ard inflation as indpacirt varidde. The sudy
uesd QLS nethod to estinete this relationship.

Tre estinated relationship predided the dsanved darges in poverty
inacence reesorddywell. Therate of groath of P was necetively rdlated
tothe dages inpovaty inadae. Hgher goath nears loner poverty ad
the rae of infiation was positvely rdated to dagess in poverty-higher
infiation nears higher povaty (the estineted coefficent rdating poverty
recLidion to the rate of groath of redd TP was signfficantly gredter then za0
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d Ppaoat The aarespading coefident an inflation wes significart &
B parca).

Tre sy a0 investigated the rdlationship of poverty recudion ad
ssdad gonth The sadiard conposiion of goath gven by thelevel of redl
P, whidhwas the amofvalue acbid in agriauiture, industry ad saviaess.
Ths sidy doned thet the gonth of agicuture significantly rdated to
poverty recLdion ot nat the growth of indlstry. The Sragest rdlationship
letwean ssdad goath ard poverty redudion cooued in sanvices seda.
The reesm wes the sanvice sedar’'s goath qourred a davard of unskilied
labor noetrenany aher sdas

Tre ardlyss nsrudurd dages ad povarty dernges aso geaad
in the siudy of Sarrisat and Wiboondhutikuia (2008). The  dy aonduckd
thet regordl industrialization hes ieenvary effedtive for poverty recuidionin
thepe190 paricd. While the Nortnesst Was recardsd as the ppoorest regon
oftre country, Bangkdk ard its vidinity have beenwell insuiatied frompoverty
Heiaaion  This wes ecaee of the lager 9z of rurdl sdar, poor lad
quality, the Sl parcartece of imigated land in the Notheestemregion. Tre
inoreese in the inocance of poverty dter the aet the 1997 econaic aigs
resuited from the ecoamic recesson ad the inoeese In pratedion Wes
pessdlantothepoa. The  dy suppested et the econamic gqoaess policy
tothewarld ecoony is akey to inneese evdoyat adto redLice poverty.

Foosad an the povearty inadance in the Natheedt of Thalland, an
aea of limited job gopartunities, aortains e pooest ad leest utanized
popuation in Theland. Hossain (A001) toudned an poverty isse fram 198
to 198 He eqdanad the exdart of povarty inadance uder the rewNEB
povaty ines  He foud thet the inodence of povarty hed progessvely
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daedinedto 114 parcat in 196from 26 paaatin 1988 While ared ot
in poverty particularty merked in Bangkok and surounding aees or in
wellorganized communtties. The hignest inadence of poverty a 194
parcant, Was inthe Natneest. Fovarty hed inoressed throughout the country
to 129 pemat in 1998 from 114 paoat in 1986 deto the Asan ecoonic
aiss. Treaiss hedtre nod saiaeinpeds anthe inooe ofthe poar asthe
paratage dass in this goup dedined to 334 paraat betwean 194 ad
1996 It inmessadto 166 paraart during 19961998

Te dy a0 inesligeted soe reesas behind povaty in e
Notheest.  Hossain desribed thet the iving condition of pegde in the
Natheest hed bean negedied by the certrd govemrent for nany dececks
Moeow, it was becase they weare in largesized housddcs evdoyrat
pettars (in agiadture, indusy, ar senvices), rud moblity, low rurd
procucivity induding ladk of well-peid evdoyernt in the fomrd seda.
Bescks the parsdat prademof the soatid concentration of large indLsties
in the Bangak BExaded Uten Regan (BUR) was well koan, while
Srdler agofrooessng indLaties ware Sattered in provinad aties ardrurdl
aessoftreNotheest. Vst of thesemills havelbeen usad s locdl adlledtion
paints for rice equartars located in Bangaok

Tre dadgoet pddens ad pgeds falure in this regon led o
sgoeoaricdas  May pagde therdfae, noved to Bagak ad
reaby dties for saddng higher peid jdos.  Hossan Sated thet boetter
endoyrat sdaves ad industiid lirkages with Millages would provde
better employment  opportunities for incoming rural migrants.
The agopooessng industy ocoud gaddly ke fother devdgosd
Honew, the commentaior of the sudy sLgpested thet the industrialization
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palicy in the Nartheastem region effectively hed actlessed the poverty nescs
to e acbiessadithe sudure of the regon indLstridlization.

23 Labor Mobility and Fedars Related to Poverty Grarges

In ardkr to investigete the neture of latoor mohallity and its inpect an
povaty daes ths pat revens trepreos  des anlaboor moblity ad
fadiars rdated to povarty such eswages ad inoare dagss - (incbsaay
(1979 ad Srsaregyad (1997) investigated pettem of laboar mokllity aaoss
coyetias, ecoonc sdas ad geoggiicd aea ink Thalad
Chinoeseay Sy fooussd anwace differentia, which wes an inpartart
fadar of mohlity. Sreregyaa cosdaed the skills of labar ad inooe
dags Ths sonedtha laboor noblity caused by many reesars infiluence
inaTe deges As aresdt, poverty derges ooud ke desaibed by te
mohlity of labor adinoore derges

TreChineseag. siudy eamined the reture of inHnoballity and non
mohility autsice and insicke the Barngkok Metropdiitan Area ard atienpied to
nmeeaUre the rdationship bevwean the rete of nobllity into Barngkok ardljab
gapartunities in the Bangkok Viatropditan Aea. Se dso tested the Tacko
paradx of noe ulen endomet qedion cAaEg a geder ulen
unendoyrat pddem in tans of mobility ad endoyret duing 194
ad 1977, which were ddaned from the Netiondl Saidtical Office. Tre

dy foud thet nogt of the inohlity were indvidud seaddhing for
endoyrat duing the dack agicuturd ssesnad aigineted fromtre rudl
agiauhurd sdas of Traland, particularty the Notheest ad the Gardl
regon  In addtion, the enpincal resuits Soned thet job o erdoyrernt



23

opportunity in the Bangkok Metropolitan Area was one of the important
factors of the mobility. Another important factor of rural-urban mobility was
wage differentials between urban and rural areas. Unfortunately, a full
analysis of wage differentials on decision to mobile across areas was omitted
inthe  dy according to the Todaro model's ignorance of wage differentials.

The  dy of labor mobility patterns in 1993 by Sonsaneeyarat (1997)
focused on the difference of labor-skilled and earning. The data for the  dy
based on round 1 (off agricultural season) and round 3 (peak agricultural
season) of the 1993 Labor Force Survey which was collected and compiled by
the National Statistical Office. Markov chain model was used to examine
these patterns of labor mobility.  The results showed that the length of
employment among semi-skilled and unskilled labor was shorter than skilled
and professional groups. One of many reasons was that most of semi-skilled
and unskilled labor gained daily income from uncertain work status. An extra
income in the industrial and service sector, which do not require high skilled
labor was one of the reasons of labor mobility across economic sectors in off
agricuftural season. Regarding the pattern of geographical mobility, it is
found that Bangkok and its vicinity and the Northeast have transferred a lot
more than other regions. The reason was that Bangkok and its vicinity was
the center of industry and economic activities, providing great opportunities
and income for job seekers.

The dy of Gibbons, Katz, Lemieux, Parent (2002) concerned the
wages and allocation of workers across occupations and across industries
using the model in which the worker's skills determined the worker's current
wage and sector. Endogenous wage changes and sector mobility occurred as
labor market participants learn about these unobserved skills. The data used
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in the study was the National Longitude Survey of Youth, or NLSY from 1979
to 1996. This model can be estimated using non-linear instrumental-variables
techniques.  They found that high-wage sectors employed high-skilled
workers and offer high returns to skilled workers. One possible explanation
for this finding was that learning was important in the first few years in the
labor market.

From those three previous studies on the mobility of labor, the
allocations of labor particularly the outward mobility of labor from the
agricultural sector into the non-agricultural sector had generated extra
income. Moreover, the mobility of labor appeared in low-income groups,
which were semi-skilled and unskilled-labors. The  dies pointed out that the
mobility of labor and income changes were the two important factors behind

the poverty changes.
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