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I,AND-AI}UNDAN'T AG IT I CULTURAL G ITO\\{'I I

AND SOME OF TT'S CONSEQUENCES:

TTIE CASE OF TIIAII-AND

Arnnrar Siamrvalla

T. INTRODTJCI-ION

lhai agricr-rltural gromlr since the Second World War until about 1980 was

dominated by massive expansion in the land area under cultivation. During this

period, Thailand was probably the only country in Asia that saw the amount of

cultivatecl lancl per agricultural worker actually increasing (Figure 1). Even though

the labor force in agriculture did not grow as fast as the anrount clf lancl that rvas

clearecl, the availability of land allowecl agriculture tu .gntin.ile'to absorb large

amounts of labor, with the consequence thal Thailand still has a larger proportion of

its labor force in asriculture than other Asian countries at sirnilar income levels

(Figure 2).1

'I-he plentiful availabiliq, of nerv land allorved Thailarrcl to lrave et strong

comparative aclvanttrge in agriculture. During the period ol expansion in the 1960s

and the 1970s, the foreign exchange earnings that agricultural exports brought in

allorved the 'Ihai governmeirt to follorv a relatively liberal trade and foreign-

excltange regime. 'l'he consequence is that the strong hand of the government

(which is usually asso,:iated n,ith credit ancl foreign-exchange rationing) never made

itself felt. To be sure, the 'ihai economy was never run on strictly laissez-faire

principles: the Board clf Investrnent has activelv encourapled nerv investments in

1 W" shall see later
a crude indicator oI
rvill do for norv.

that there are certain
the concentration of

problenrs with
tlre latror force

the data in Figrrre 2, but as
in agricrrltural activities, it
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what it deenrs to be sunrise inclustries; and the tariff rates were also qtrite high,

ranging frorn 30 to 907o. Except for the irnplicit restraint caused by the expansiotr of

promoted in<lustries and the occasional ban on new entry that ensued, the

government seldom imposed direct restraint on the growth of any industry through

licensings and bans.

This growth pattern has shifted since about 1980. I-and was no longer in

plentiful supply. The lancl area per agricultural worker since about 1980 has been

declining at the rate of about 1.%o pet annum (see Figure 1 again)' Agricultural

output, which grew at 4.2 per cent per annum between 1970 and 1980 (Table 1) has

since been growing at 3.4 per cent. Compounding the problem has been the

worldwide agricultural depression of the early 1980s, leading to falls in domestic

prices. The consequence of these developments for the standard of living of the

rural population was immediaie and palpable. The poverty level--and Thai poverty

is alrnost entirely a rural phenomenon--increased between 1981 ancl 1986 for the

first time since income and expenditure statistics rvere kept, although between 198(r

ancl 1988, the farm price recovery has led again to a decline in the poverty rate, back

to rvhat it was in the early 1980s. The net result was an unchanging absolrrtc poverty

level in the last decade after two decades of continuous and substantial decline.

As the comparative advantage of agriculture has declined rvith the closing of

the land frontier, manufactured exports began to play an increased role as a sotlrce

of foreign exchange. Its share in the exports of goods jumped fron 32o/o to 65Vo

behveen 1980 and 1988. Anotlier nonagricultural source of foreign exchange

earning is income from tourism, which contributed an additional 19.8 per cent to the

earnings from goocls exports in 1988, up from 13.5 per cent in 1980. This

restructuring of the country's l:xport revenues has not been entirely painless, and is

paid for by a sharp slackenin;i o[ the growth rates in the period 1982-i986.



Tab1e 1
Growth Rates of Real GNp and Sectors,

Tliailand, L970-1988

(Per Cent)

1970-80 1980-86 1986-BB

Agriculture

Mining

Manufacturing

Others

GNP

4.2

6.0

9.7

7.L

6q

3.7

4.9

{.r

6.4

3.1
5. 3--

1.9

7.9

T3.7

8.7

8.5

Note: Growth rates are obtained by regression
Source: National Accounts Division, National

and Social Development Board. (New

analysis

Economic
Series).



'l'his sketch of the Thai growth experience sets a broad framervork for the

analysis that follows. There are essentially two tradable sectors irt the economy'

agriculture and manufacturing. The large and amorpltous remaitlcler clf the

economy (which contributes about half of the total GDP)' prodttces largely

nontradable goods, although income from tourism does contribute a significant

amount to the value added in this sector.

A description irr terms of comparative advantage would make the relative

grou,ths of agriculture and malufacturing competitive rather than complenrentary.

Expansion of the one can take place only if it takes away resources away from the

other. This of course presupposes a ftllly employed economy. But if the economy is

less than fully employed, then the expansion of one rnay induce expansion in the

other through demand linkages, and the familiar multiplier prg:66s" But regardless

of whether the economy is fully employed, the expansion of either tradable sector or

bot| rvould raise the rlemand for the nontradable sector, and perhaps its prices

relative to the tradable sectors.

The niain task of the paper is therefore to clteck whether this description is

incleed borne out by the data at hand, both at the aggregative and at the

microeconomic Ievels.

II. A BRIEF MACROE,CONMIC I{IS'|ORY OF'TI]AII,AND 1970-1988

As the main question of this paper is the role of comparative advantirge in

explaining the growths of the agricultural and the manufacturing sectors, the first

task is to examine rvhether policies allow comparative advantage to play its proper

role. I{ecent literature has stressed the importance of macroecononric policies in

influencing the degree to which international relative prices are allorved to be



reflected in clomestic relative prices (Krueger, Valcles ancl Schiff 1988). It is

therefore inrportant to start the discussicln rvith Thai macroecononric history.

t 
,'r-'l-hai monetary and fiscal 

lolicies 
have been traditionallg disciplined by two

over-riding objectives: the reluctance to change the nominrtl exchange rate, and a

very strong central-bank desire to avoid quantitative foreign-exchange controls. For

twenty-six years (1955 to 1981), the baht/dollar exchange iate remained lretween 20

and2l baht. This need (anc1 ability) to maintain the nominal rate without extensive

foreign exchange control requires conservative monetary and fiscal policies. This

has been, with one exception, the normal poliry stance of the Thai government.

This particular combination of fixed exchange rates coupled with

conservative monetary and fiscal policies appeared to have been very successful

cluring the 1960s, when the worlcl as a whole was under a fixeil'eithange rate system.

With increasing international exchange rate instability during the 1970s and the

1980s, using a fixecl nominal exchange rate target as a guide to macroeconomic

managenlent began to land 'l'hai poliry-makers in serious problenrs, inasmuch as

they conceive their task, not as the maintenance of the value of the baht in some

general sense, but rtarrowly as the maintenance of the baht/dollar exchange rate.

As the dollar began to soar against other currencies, particulzrrly the yen, in the

rvrlrld exchanges between 1979 and 1985, the policy of maiittaining the ltaht/dollar

irarity causeci the lraht to become seriously oven'alued, with an adversc inrpact on

export perfornrance, as rvell as indtrcing larger imports.

In the face of these pressures on the balance of paynrents, the nominal

excltange rate could be maintainecl partly because of the 'I'hai government's

rvillingness (perceivecl as necessity) to borrow overseas as the current account

cleficits began to rviclen. -l'his borrowing, in conflict rvith the traclitional reluctance
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of the -l'hais to borrow excessively overseas, began in 7971, at first indepelrclently of

the problenrs rvitlt the baht--the borrorving rvas to finance burgeoning fiscal deficits,

caused by heary military expenditures. The borrowing gathered momentum after

the second oil shock and the accompanying upward movement of the baht in 7979

(Figure 3). It was accompanied by continually large fiscal deficits, anrounting at

times to about 10 per cent of the GNP. The late 1970s and the early 1980s thus sa{v

an uncharacteristically loose macroeconomic policy stance.

Eventually in 1983, after discussions with the International Monetzrry Fund,

there began a l<lng and painful reversal of these loose policies. The fiscal deficits

were gradually tightened, by introducing a zero-grorvth (in real terms) budget; by

terminating open-ended subsidies to various public enterprises; and by placing a cap

on the aggregate foreign borrowing by the public sector; all tlre,s.9"i"_l+acldition to the

15 per cent devaluation in November 198i. This devaluation was actually the

second one in the 1980s. It had already been once devalued by 10 per cent against

the dollar in July 1981, as a consequence of a speculative run on the lraht.

At the tinre of tlte seconcl devaluation, the lraht rvas to be peggecl to a basket

of currencies. Rut zts the dollar began to drift do'nvnwarcls in the second quarter clf

198-5, the sltare of the dollar in the basket was apparently lifted from about a half to

ciose to 90 per cent, marking the first tirne since 1955 rvhen Thai policy-makers

begin to make deliberate, if cairtious, use of the nominal exchange rate as a policv

i nstru nient.

There rvere tlterefore three devaluations of the baht in the 1980s, two

apparent ones in the baht/clollar rate in 198i and 1984 which merely corrected the

earlier involtrntary revaluation, and a deliberate one beginning in niid-1985 which

really lorvered the effective exchange rates against the tracled-weighted basket of
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other currencies ancl which lherefore increased the competitiveness of l'hai

manufactured goods exports.

'flrese manipulati<lns of the exchange rates, and the concomitant discipline in

macroeconomic policies, meant that the exchange rate was overvalued relatively to

a free-trade exchange rate by about 10 per cent in 19R[r, a lorv degree of

overvaluation by historical standards (Siamwalla and Setboonsarng 1989). The

economy was therefore poised for a strong nerformance which carne in the ensuing

three years.

III. SECTORAL LINKAGES: TI{E MACRO PICTURE

Figure 4 shows the movements in the relative prices of agriculture and

mining on the one hand, and manufacturing on the other, alagainsa the "other" (i.".

nontradable) sectors. The price indices used here are the sectoral GDP deflators.

Although the paper intends to t:xamine the impact of agriculture on tlre rest of the

economy, we have decided for now to aggregate mining to agriculture, for reasons

which will presently become al)parent.

The rnovenlents of relative agricultural ancl mining prices are especially

striking, with rnost of the i970s showing generally higli prices, relative to the early

1970s, and a sharp fall during the 1980s. These nrovements reflect rvorldrvide trends

of comntodity prices more or less faithfully. The only cleviation ironr the worldrvicle

trends would arise from domestic policy clranges, particularly policies at the border.

llere, I would note that Thai agricultural export policies were completely liberalized

during the 1980s after three decades during rvhich agriculture (particularly rice ) rvas

heavily taxed (Siamwalla and Setboonsanrg 1989). The process of liberalization

ri'ould tend to raise or slow down the fall in agricultural prices. Figure 4 indicates

that the liberalization was insufficient to offset the rvorlchi,irle trend oI nrices
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dorvnwarcl. As we shall cliscuss in the following sectiott, this dorvnrvard trend in

prices has a clear impact on the level of poverty in the country.

Figure 4 also shows the movement in the relative prices of tnanufacturing.

The logic that drives this relative price is completely different from that which drives

tlie relative price of agriculture and mining. Movements in the relative price of

manufacturing lag behind the movements of the real exchange rates by about two

y"urr.Z I rvoulcl suggest that thc nominal price for manufacturecl goocls tencls to be

partially sticky, while tha.t for nontradables may be somewhat more flexible, and this

is the reason for the lae.

The price formation in agriculture differs from that in rnanufacturing.

Iissentially, Thai agriculture (and mining) is in a flexprice world, rvith its nominal

price level moving quite freely over a rvide range, mostlyriif'rl,ionr" to world

market conditions and to government border rneasures. Manufacturing is in a

flxprice world, hence its price relative to nontradables is a better indicator of the

clomestic macroeconomic environments than are agricultural prices.

On the qtrantity side, agricr.rltural output is nrostly supply detertrinecl, sutrject

both to long-range changes in the overall comparative advantage rvitlrin the Thai

econorxy and, in the short-nrn, to rveather conditions. Agriculture does respond to

price (through rvhich clemand nrakes itself felt), but the response in the sltort to

mediunr run is quite small in mai:nitude. In any case, the price to which agricr-rlture

does respond is essentially exog-nous tcl the economy. Manufacturing output on the

other hand can be very strongly influenced in the short run by shifts in the clemand

a
' The real exchange rate clisplayed in Figure 3 is definecl as the
rate divided by tlre ratio of the weighted average of the inflation
trading partners and the domestic inflation rate.

nomirtal excltange
rates oi Thailand's
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side, botlt donrestic and foreigrr. Its lack of price flexibility is nrarie up for by outpul

flexibility.

With this discussion of price flexibility in mind, rve did a very sinrple

regression test of the hypothesis of the linkage betrveen agriculture and

manufacturing. We shall estinrate the following equation:

(1 - cl-).ln(Real Manufacturing Output) = Constant

+ a.ln(Real Agricultural Income)

+ b.ln(Industrial Countries' GNP)

where L is the lag operator, and a and b measure

manufacturing output to the hvo autonomous demand

coefficient.

the responsiveness of the

shifters, while c is the lag

ad

The dependent variable we take to be the real output oi the manufacturing

sector (i.e. tlie output frotn thi, manufacturing sector at constant prices). 'l'hc first

independent variable, real agrrr:ultural income, is defined as the nominal vahre of

agricultural and rnining output deflated by the price deflator for the nontradables

(i.e. sectors other than agriculture, mining and manufacturing). Another rvay of

expressing this variable is as the product of real agricultural ancl nrining output and

the real price of agriculture and mining (deflated by the nontradatrle goocls prices),

lvhich is our measure of the real agricultural and rnining income.

The problem in estimating tiris equation is that the variables are sutrjt:.ct to

very strong tinte trends, so that altlrough apparently good resuits czrn be obtained

(rvitir high R2 ancl good t-statistics) as inclicatecl in the first collrrnn of Table 7, <)ne

cannot be sure that the correlation is not spurious. The results reported there are

obtained by experirnenting with differeut value of c, the lag coefficicnt ancl clroosing
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Table 2
Estimates of Regression Explaining

the Logarithm of ReaI Manufacturing Output,
1971-1988

Variabl.es Used

T,a9 Coefficient
Constant

ActuaI Detrended

4.46

-1.790

Logarithm of ReaI Agri-
cultural and Mining Income

Coefficient 0.236 0.633
t-statistic 2.884 9.59L
Irnplied Long-Run Ciref f icient 0.438 O .633

Logarithm of Industrial
Countries I GNP

Coefficient 1.148 ' o
t-statistic a. o3*3 ''
Iniplied Long-Run Coefficient 2.125 -

Durbin-Watson Statistic 1.539 1.863

Adjusted R-Squared o.9BO 0.836

AII logarithms are to the base e
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tltat valr.re rvhich yield the best fit, subject to the constraint that the Durtrin-Watson

statistic does not indicate a significant serial correlation in the error term. 'I'able 3

indicates the results of our experiments. We have chosen the value of the lag

coefficient of 0.46 as giving the best result, which has been reportecl in T'able Z. The

results of Table 3 indicates that the long-run values of the responsiveness of

manufacturing output to the two autonomous demand shifters (i.e. the values of

al$-c) and b/(1-c)) are robust and do not vary much whatever value of c we

choose, so that while it is unsafe to draw any conclusion concerning the short-run

responsiveness of manufacturing output to the two independent variables, we can

have more confidence as far as the long-run response is concerned.

To be sure that our results are not entirely the outcome of a spurious

correlation between strongly trended variables, we have cietrendJ:cl all the three

variables by taking the residuals from their Iog-linear regiession trencl lines, and

then regressing them. Real agricultural income remains significant as a deternrinant

of nlanul'acturing output (Tabie 2, second column), while the inclustrial countries'

GN[' is no lortger significant. T-hese results indicate that the ccrrelation betrveen

real tnanufactttring output and real agricultural income is most certainly not

spurious. We would have liked to report only this result as being the most robust.

Unfortunately, correlation betrveen cletrended variables cloes not indicate the long-

terrn relationship betrveen them, as we hav'- taken away the very part of a variable

tlrat inclicates its long-term characteristic. namelv its trend.

While we may be confident that agricultural ancl mining income cloes appear

to llave clearly significant impact on manufacturing clutput, one slioul<i not draw too

strong a poliry conclusion frorn this finding, as far as long-term growth is concerne<].

It is rvell knorvn that for most Asian countries, real expansion of agricultural output

in the long mn cannot stray ntuch from the range 1-5 per cent. An effort to boost
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Table 3

Robustness of Estimated Parameters
in Table 2

Assumed Estimate Estimate
Value of of a of a/ (L-c)

Lag Coeff. (ShortRun) (LongRun)

Estimate Estirnate
of b of b/ (1-c)

(ShortRun) (LongRun)

D-w Adjusted
Statistic R-Sq.

0.00
0.20
0.40
0.46
0.60
0.80

o.477
U.JIZ
0.268
o.236
0. 163
0.059

o.477
0.465
o .446
0.438
0.408
o.294

2 .13l-
r.7 04
T.27 6
1. l-48
O. B4B
o .42L

2.T3L
2.T30
2.r27
2.l-25
2.I2I
2.103

1.184
L .298
l..io.t
1. 539
I.62I
L .597

0.98795
o.98756
0.98355
0.99038
o.96235
o .7 9977

ea
t^
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agricultural growth in -I-hailand permanently by, say 2 percentage points, in itself a

striking perf<trtnance, would accelerate the grow,th of nranufacturing output lty abotrt

I percentage point only. Suclt accelerati<ln shoulcl be set against tlre nrtrnrzrl long-

run grorvth rate in manufacturing that varies betrveen 8 to 12 per cent.

IV. DEMAND LINKAGES: AN EXAMINATION oF MICROECONOMTC

DATA

A more direct approach to estirnate the size of demand linkages than that

attempted in of Sectiorr III, is tc look at the behavior of consumers in the clifferent

sectors and examine how they respond to an increase in income.

Using data from the Socioeconomic Surveys of 1975 ancl 1988, I estimate the

Engel curves for different groups of the population in Thailang;,Th" popLrlation is

divided into three geograplrical groups: rural, urban outside Eangkok, anrl I3angkok.

It turns out that the difference betrveen the hvo sets of urban areas is small (tlere is

a slight tendenry for urban people outside Bangkok to consume rnore foocl), and

even tltouglt rve have provided separate tables for these trvo sets of urban areas. the

discussion belou'tvill refer collectively to all urban areas.

'fhe population is also divicled into three income classes: the lrottom 3 cleciles

(labeled "poor"), the top 3 deciles (labelecl "rich") and t5e micldle 4 cleciles (labelecl

"mediunl"). 'I-he division lines are basecl on ranking in the national pgpulati" a,d

not regiottal oltes, so that the poor in Bangkok, woulcl roughly have the sanle

nominal incomes as the poor in rural areas.

The approach and the specificzrtion follorv closely I{azell

The appendix gives details of tlre specification and results

estirnates.

and Iloell (1983).

of the rcgression
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'l'atrles 4 to 6 shorv the absolute and rnarginal budget shares for the various

categories of goocls ancl serviccrs. The data of course have usecl consunrpti<lrr

categories to describe the various goocls and services. I have groupecl them

accorcling to their production characteristics rvithout the benefit of an input-output

table. Some arbitrariness have thus unavoidably crept in. "Meals taken away from

home" inclucles both a service component ancl a goods component. "Shelter"

includes embodied mattufactured goods in tlre form of brick and mortar. Sirnilarly,

transportation includes expenditures on vehicles of all sorts. Nevertbeless, the

grouping provides a convenient peg to hang the discussion which fclllorvs.

The rural consumption pattern (in comparison with the urban counterpart)

exhibits a great deal of surprising features: the distinctly smaller share of the

marginal budget going to food, compensated by the larger (a5rd'jrrcreasing) share

going to what rve have lumped together as services.

Among food iterns, we ntay note the values of both the average an{ the

marginal shares of cereais anri rvhat may be called the seconcl tier ol' foocl (the

category termed "Meats, Poultry, etc."). Cereals and grain products in'I'hailapd are

now' itt effect inferior goods, and the income elasticity (rleasurecl by the ratio of the

average and the niarginal budget shares) of the seconcl tier is also rapiclly clrvindling.

'fhe rural poptrlatiolt in particular spencls relatively little extra il.]oney on this group

of commodities. Indeed, if one compares the figures in 'fables 4 to 6 against silrrilar

data in Ilazell and Roell, we fincl the margirr",l budget share for food, beverages ancl

tobacco in both rural and urban areas to be uniformly below that in the Mucla

scheme in N{ala1'sia in 1912/73 (ilazell ancl l{oell 1983:45). lJecause linkages

throtrgh food consunrptiot.t, both in the rural and urtran areas are relatively srriall,

the inlpact on agricultural protluction of these items is lot large. T'a5ie 7 s6orvs t5e

grorvth of agricultural procluctioii by crops, both for the entire perioci, ancl for the
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Table 4

Average and Marginal Budget Shares of Rural tlouseholds
(Per Cent)

Poor Med ium Rich
Commodity Group Year -------

Average Marginal Averaqe Marqinaf Average Harginal

FOOD, BEVERAGES AND TOBACCO

Grains and Cereal 1975
Products 1981

1988

1"975
198 1
19 BB

1975
19 81
19BB

1975
19 81
19BB

79'15
19Bt-
19BB

197 5
19 81
19BB

197 5
19 81
1 9BB

29 .5
23.Y
1n 1

29.C
2,1 .7
23.-O

2.6
a1

3.1

o.B
3.6
5.0

0.9
l1
t.J

3.1
2.6

6s.9
60. 9

-3 .9
-0. 3

-0. 5

rz .6

9.1

1.6

1.9

5.9
a.+

10.1

ao

2.a
z.z

1.+
1.5
1.4

20 .7
26 .8
aA a

24.r
l-8. 3

zY - I

zo.v

21.8

3.1
11

2.9

7.7
5.5
6.3

1.
a.

1.

3.

1.

3

-9. 3

-3.1
-3 .4

7.3
7.2
A1

l,.r
11

1.3

1Or 2.
10."s

J.J

2.r

1.0
1.4
1.4

10. 9

19. B

16. 3

21.O
16. B

2.6
1.9
z.o

3.3
B.B
9.7

o.4
0.9

-2 .6

14.2 -15. B

t-0. 7 -6.7
7.6 -7.6

Meat, Poultry. Fish'
Seafood, Dairy
Products, Oils, Fats,
Fruits and Vegetables

Sugar, Spices, Coffee,
ecc.

Meal and Beverages
away from Home

Beverages, alcoholic
and nonalcoholic

Tobacco Products

SUBTOTAL

o.5
na

0.6

63.0
55.9
48. B

2.7

.)i

49. O

qo. f,
.+u. o

9.2
11. 4

11. B

3.8
J.Z
2.O

t.2

-'L.J
IU. /

5.5

1Q

l.:t

1

f,

9

Source: National Statistical Office, Socioeconomic Surveys,

Note: Poor households refer to the iowest 3 deciles, using
the basi-s to mark the deciles; rich households refer
medium households the remai.ninq 4 deciles.

I - | ^ ! - ^^ ^qdLd LoPsJ

the national population as
to the top 3 deciles; and



Table 4 (Cont'd)

I0

( Per Cent )

Poor l.led ium Rich
Commodity Group Year ----

Average Marginal Average Marginal Average Marginal

MANUFACTURED GOODS

Clothinq and Footwear

Lrra l and I l dtri

Consumer Durables

Medicines and
Medical Services

SUBTOTAL

SERVICES
Personal Services,

Recreation and
Educat ion.

'Irancn^rl-rt i nn

She Iter

SUBTOTAL

1975
198 1
19 B8

1975
19 81
19BB

I97 5
198 1
].9 BB

197 s
198 1
19BB

197 5
19 81
19 trB

1975
198 1
19 8B

1975
1981
19 BB

1975
19 81
19 BB

1975
19 81
19 BB

10. 4
8.6

4.2
4.8
5.1

4.7
4.7
5.2

4.3
4.2

4.2

?.3 .6

21 .9

2.9
J.>

.*.J

0.3
9.5

15.0

10.4
1A'1
23 .6

ZI.U
9.5
B.O

2.5
z-4

9.4

5.O

8.6
5.3
o.z

zrt.d
zL.o

11.3
11.4
9.5

23 .2
15.2
27.6

3.6
2r .'t
a) 1

38. 1

48.3
>4..1,

T2.B
9.1
6.9

q.5

4.7

5.5
5.3
5.2

4.7
3.8

zt.z
zz . o
20 .5

4.0
AA

5.0

5.6
1.2

0.8
11.5
18. s

9.8
21 .4
30.7

11

z.J

I.7

9.8
1.5
.l .o

5.5
%-,6

43. O

23.9
19.9

13.2
13. s
10. B

28-4
71 .4
25 .5

q.f

25 .3
21 .5

46.1
s6.3
63. B

14. O

o. r
'7 .I

5.9
A1

6.7

5.3

4.8

A1

29 .3
2r.5
20. B

7.1
6.5
6.5

12.9
9.6

1A ?

1'7
15.9
17. B

2r .7
32.0
38.6

zz. I
7.6
5.7

l-. 8
0.7

10. 3
/.b

4.0

10.0
q?
11

45.3
22.7
77 .6

15.6
1A 1

72 .3

34. B

20 .4
30.9

JV - Z

JJ. O

56. O

66.1
Ir].>

Source: I'IationaI Statistical Office, Socioecononiic Surveys, data tapes

Note: Poor households refer to the lowest 3 deciles, using tite national popul-ation as
the basis to mark the decile:s; rj-ch households refer to the top 3 deciles; and
medium households the remaininq 4 deciles.
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Table
Average and Marginal Budget Shares of

5

Urban Households outside Bangkok
(Per Cent)

Commodity Group Year
Poor Medium Rich

Average l.larginal Average Marginal Average Marginal

FOOD, BEVERAGES AND TOBACCO
Grains and Cereal 1975

Products 1981
19BB

IJ IJ

198 1
19 8B

197 5
19 81
19BB

1975
19 81
19BB

197 5
19 81
19 BB

1975
19 81
19 BB

1975
19 81
19 BB

24 .6
r1 "9
15.9

32 .3
zt-z
22. .2

?

z-

2

o.

1.3
0.6
o.o

Ls.2
t2 .3
10.9

1.1'lo
1.9

6.5
)-2.)
11.5

ae
1.5
2.5

1.3
0.9
1.0

28.\
29 .3
27.9

18. 1

ar. q

10. 9

30. 9
z5-q
20 .1

3.0
2.O
3.1

4.s
16.1
13. 1

-0. 6
-u. I

11.3
o1

B.O

0.5
0.6
1A

9.3
5.2
AA

23 .4
1s.9
1? a

2.O
1.4
2.4

B.

14.

1.
2.

3.
2.
1.

48.
46.

-z
-2

J

1

1

.z
c

.1

.9

.7

Meat, Poultry, Fish,
Seafood, Dairy
Products, Oi1s, Fats,
Fruits and Vegetables

Sugar, Spices, Coffee,
etc.

MeaI and Beverages
away from Home

Beverages, alcoholic
and nonalcoholic

Tobacco Products

SUBTOTAL

I

3
3

o
,L

B

7.O
u.$

1,10".3

-0. 3
o.1
0.3

4.2
8.9
8.9

1.3
1.0
1.6

3.5
2.6
z-o

3.6
z.o
2.6

62.O
at.5
51.8

2.4

61

0.4

22 .6
21.0
,l 1

-0. 9

z.>
1.0

-L.tJ
1.5
1.8

s 11.3
6 8.5
8 10.2

6
l-
9

z
7

o
J

o/.t
59. 1

l:4 .4

source: l{ational statistical office, socioeconomic surveys, data tapes

Note: Poor households refer to the lowest 3 deciles, using the national population asthe basis to mark the deciles; rich households refer to the ton 3 cler:iteq: and
medium households the remainir:q 4 deciles.
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Table 5 /Cnn{. 'A\v \vvrrv v/

/ Por r.a.rF I
\.."-v.:.'.,

poor
Year ----

Medir-rm R ich

_____:,r"..n" 
Margirral Average Marginal Average Marginal

MANUFACTURED GOODS
CJ"othing and Footwear

Commodity Group

FueI and Light

Consumer Durables

Medicines and
Medical Services

SUBTOTAL

SERVICES
Personal Services,

Recreation and
Educat ion

Tran sport at ion

She lter

SUBTOTAL

1975
198 1
19 BB

1975
19 81
19BB

tv /5
19 81
1988

197 5
198 t-

1 9BB

19 7:
198 1
19BB

1975
19 81
19BB

.LA I J

19 81
19 BB

1975
19 81
19 BB

197s
1981
1 9BB

an
6.3
5.2

4.4
4.8
5.8

5.9
4.6
5.2

J)'

AA

aa I

Ir... t)

zv.>

4.2
4.6
4.7

4.0
o.u
6.3

1.9
10.7
t4.3

10. 4
l_o. /

23 .6

11 A

8.1

3.2
5.0
3.s

8.0
s.9
{l.,L

4.7
b.u

28.9
23 .6
zL.z

16.1
12.O
9.8

23.0
18.7
zz.:)

3.9
16.t+
18.7

38. 1

48.3
>.r.2

B.B
5.6
5.4

.*. J

5.2
5.8

6.3
4.8
5.^1,

.l.Cr
J.4
3.4

z+ - r
19 .0
19 .8

CA

6.2
o.),

11. s
10.1-

9.8
27"4
30.7

11 a

J.U
4.8
3.0

B.O
A1

3.7

5.4
6Ba

t" --:

z6 .5

27 .2

17. B

13. B

10.3

26 .5
23.O
26. B

4.6
16.8
19.9

46. 1

56.3
63. B

4.3
4.9
4.5

6.8
5.2

4.0
3.0
?n

25 .6
19.9
19.3

4.6
1.9

8.0
'6.4
z.Y

Aq
6.4
8.1

a1 a

zl.6
21.3

10.4 Lo. B
6.7 10.4
6.3 8.4

10. o 21.3
t.> l-o._t
6.9 11.3

11.3
10. 3
14. O

q.Cr

19.9

2I.7
?? o

38.6

34.0
29.i
J.t. 5

J,O. /

zz. t

s6. o
ot). /

source: tiational statisticar office, socioeconomic surveys, data capes

Note: Poor householcls refer to the lowest 3 deciles,
the basis to mark the decil-es; rich households
medium housel.rol-ds the remaining 4 deciles.

using the national
refer to the top 3

population as
deciles; and



Table 6

Average and Marginal Budget Shares of Bangkok Hor.rseholds

?.)

(Per Cent)

Poor l'led ium Rich
Commodity Group Year

Average Marginal AveraEe Marginal Aver.ege Marginal

FOOD, BEVERAGES AND TOBACCO

Grains and Cereal 1975
Producte 1981

19 BB

lYt>
19Bl-
].988

1975
19 81.

19 BB

1975
19 81
19BB

191 5

198 t-

19 BB

197s
1981
1 9BB

1975
198 1
19BB

Ll.2
t-5.2
9.6

5Z"O

26 .3
18.1

2.3

-0. 5

1s.9
L2.O
t1.1

0.5
r.z

>.2

6.0

25 .4
23.O
16.5

1q

1.4
3.2

-0. 5

11.1
11.4
8.9

1.1
-n t
0.9

4.r
10 a

'-4
t 8.9

2 -7

1.5

5.8
qQ

2.5

2]..9
10 1

10.8

1.8
1.8
1.9

t-2.0

20.0

2.3

z.L

3.0
1.9
1.7

qo. /

az.>
J'J. )'

-0. 1

4.O
-0. 9

3.6
7.5
4.7

0.0

3.1
B.?
o.B

2.6

u.q

-0. B

1.5
-0. B

8.9
2'7 .O

4.2

Meat, PouItry, Fish,
Seafood, Dairy
Producte, OiIs, Fats'
Fruits and Vegetables

Sugar, Spices, Coffee'
etc.

MeaI and Beverages
away from Home

Beverages, alcoholic
and nonalcoholic

Tobacco Products

SUBTOTAL

IJ.

't .2
26. r
l-l-. tl

9.6
11 A

24.r

6
I
1

5

5
B

z-3

0.8

11

56,.5
6i.1
It. J

2.9
3.5
2.O

1.5
2.O
0.9

31.4
/a q

zo ..+

f.o

2,8

3.2
z.J
2.6

s0. B

59.9
54.4

o.
0.
n

20.
J'J.

20.

5

B

4

9

6

1

Source: National Statistical Office, Socioeconomic Surveys, data tapes

Note: Poor households refer to the lowest 3 deciles, using Lhe national
the basis to mark the deciles; rich households refer to the top 3

medium househol.ds the remaining 4 deciles.

population as
doai laa. rnd
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TabIe 6 (Cont'd)
(Per Cent)

Commodity Group
Poor Medium Rich

Yeara ----
Averaee Marqinal Average Marginal Average Marginal

MANUFACTUR-ED GOODS
Clothing and Footwear

Fuel and Light

Consumer Durables

Medicines and
Medical Services

SUBTOTAL

SERVICES
Personal Services,

Recreation and
Education

Tr:nqnor{-al- i nn

S he lter

SUBTOTAL

197 5

19 81
19BB

1975
198 1

19BB

1975
198 1

19BB

1975
198 t
19BB

1975
198 1

19 BB

LY I5
19 81
19 B8

197 5
19 81
1 9BB

1975
LvtJr
19 BB

197 5
198 1

19BB

2.O

8.3
A?
5.9

4.4
3.3
5.1

J.U
_?.3
4.7

17. B

15.4
18.9

3.2
3.3
f.6

13.1
'1 .3
1.7

9.4
IZ.Y
16.9

25. I
ZJ. J

29.8

11.0
11".0

/.o

11

-\J. I

+.>

A1
4.6
5.3

5.9
0.7
4.0

30.2
15. s
zr.6

12.2
10. B

10.6

22 .3
6.6

28 .4

4.0
18. 6
12 .'7

38.5
36. O

51.7

6.4

2.6

5.0
6.5

4.6
J.IJ
4.1

2.8
z. t

2.2

32.O
13. B

f o. u

6.2
5.9
o-1,

4.9
o.:,
5.8

13.5
I7 .5

t1 .2
26-3
29 .5

11.7
10. 7

8.4

8.4
0.3
4.1

7.1
6.4

7.5

''t
r 34.b

11 .2
22.r

72.'7
13. 3

10. 9

29.O
o..t

31.9

15. O

44 .3
44.1
57. B

8.6
5.0
5.?

4.1

6.2
4.6
4.3

3.7

25.2
11._l-

18. 1

9.4
5.9
7.7

12 .I
5.8

15. 1

b. /
20.4
20.'7

28.L
32.r
43. O

12.2
12 ,6
Lo. 1

10. o
-1.3

B.O
7.8
5.2

8.9
-0. 6

5.5

39. 1

18. 4
23 .5

13.1
15.9
11".8

37. C

5.9
.+2. J

1.9
JZ - I

LO. Z

s2.0
s4.6
tz.3

source: National statistical office, socioecononic surveys, data tapes

Note: Poor households refer to the lowest 3 deciles, using the national population as
the basis to mark the deciles; rich households refer to the top 3 deciles; and
medium households the remaining 4 deciles.
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Table 7
of Various Agricultural Subsectors

(Per Cent)

Growth Growth
Rate Rate

1970-88 1981-88

Share
in

1988

Paddy
Up1and Field Crops
Rubber
Fruits
Vegetables
GarlJ-c, Shalf ots, pepper, ChiIlies
Coconuts and Oit pal-m
Pineapples and Watermelons
Cocoa, Coffee and Tea
Orchids and Flovrers
Others

AII Crops

Livestock
Fisheries
Forestry
Agricultural services
Simple agricultural processing
Al1 agri cultur:e

2.L
5.3
6.2
5.5
4.3
0.3
7.7
9.1

17 .3
17 .6

z.)

?q

6 ."1
1.6

-1.9
2.7
5.5

?a

27 .8
14 .9
9.0
4.4
3.6
2.4
1.6
o. B.
0.5
o.2
o.7

0.9
'lo
9.5
trA

2.3
-1. B
10. 0
7.2

1? n
2.3

-o.'1

,..! 2-7
r:

7.A
1.9

-0. 9
-0.4
6.3
'74

66.0

10.0
6.1
3.8
J.Z

10.9

100. 0

Note: Growth rates are e-.;timated by logarithmic trendand are based on value-added- at 6onstant (1g72\shares are basecl on current prices iri issd. -'-'

source: Nationar Accounts Division, National EconomicDevelopment Boarc1. New Series.

regress ion,
pr:rces.

and Social
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rnore depressecl early 1980s. 'l'he major explanatory factors for the rclatively rapicl

expansion of sonre of the commoditics durirrg this decacle remain exl)ort market

environments (i.e. the prices were particularly good), such as for rubber, or for

which the governrnent had a highly protective policies (oil crops).

Among the nonfood items, the main surprise is the relatively srnall share of

the manufactured goods and the large and increasing share of services in both the

average and the marginal budgets. Attention may be drawn to three specific

categories, namely clothing and footwear, shelter and transport. The figures for

housing in 1975 do appear incredibly low. As these figures are mostly imputed,

there is a strong possibility of error in the figures, particularly for 1975.3 But in any

case, while there is little doubt the figures for 1975 were probably grossly

underestimated, there is a strong presurnption that both the qu_*ag" ancl rnarginal

buclget shares for shelter rvere significantly lower in the 1970s than in the l9B0s, at

least in the rural areas. This is because the deforestation associatecl rvith the

expansion of land uncler cultivation peakecl in the mid 1970s. Poor households in

rural areas and in urban areas outside Bangkok benefitecl front having access to

cheap (almost free) tirnber for their housinq. In the i980s, the alnrost free timber

was rlo longer available. Increasingly, nrral householcls began to use non-rvoocl

materials, suclt as cement blocks, and the richer among thent began to e nrbcllish the

houses 'uvith glass. The roofing usecl shitted frorn cornrgatecl iron to iibe r ccrnent.

Indeed by the 1980s, rural households spend a larger share of their nrzrrginal

incomes on shelter than their urban counterparts.

ar Mrs. Varai Woramontree, Acting Chief of the Socioeconornic Surveys Division of
the. National Statistics Olfice indJcates that 197-5 was tlie [irst tinie the srirvey
attentpted to. impute tl'e rent on owner-occLrpied dwellings. -l-he enurnerators rvere
therefore quite inexperienced in the methods to be useI. N4ost of these rnistakes
were corrected by the 1981 sun,eys. (Personal communication, Febnrarv -5, 1991)
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An inclepenclertt confirmation of the inrportance of thc ex1;enclitures on

shelter comes front a stucly of nrigrants from Northeastern 'fhail:rncl to rvork

overseas (mostly the Middle t-iast). It finds that migrating households spend rrbout

one third of the inflow, net cl' the costs o[ migration and the interest l)ayments

(Sangthanapurk 1988:96-97,i03). This is of course cash outflow on investments irr

housing, unlike the figures from the Socioeconomic Surveys presented in Tables 4 to

6, but the importance of expenditures on housing is clearly visible.

This heavy expenditure on shelter (even if much of it is irnputed ratlter than

"real") is of interest in itself as a pointer to the linkages that one would expect to

occur. Indeed most villages in Ttiailand can now boast a gang of construction

workers whose job it is to build houses for their fellow villages. Villagers in the

North, rvith more experience in woodworking, are beginnlng-,Uo specialize in

fitrniture procluction, not only for their home villages, tr-rt they itave become

itinerant producers for other villages all over Thailand as rvell.

Ironically, the heavy exnenditure on shelter seems to reflect the comrnitment

of nrost rural households to staying put, at a tirne when the rapicl inriustrialization of

tlte econotny would lead otte to predict large enrigration out of rural areas.

Expenclitures ol-l tran:port service are another major clairlant on the

ntarginal income. The rural labor inarket in'fhailand, as rve slurll be cliscussing in

Section V belorv, is a highly active one, and involves consiclerable conlrruting or

(seasonally) migrating distances. 'I'hus, about 200,000 sugaicane harvesters come

down yearly from the Northeast to the sugarcane growing area.s in the Clentral

Region. Within tlte Central Rcgion itself, ccnsi<.lerable labor movernents take place

across districts and sometimes across provinces cluring the peak dernancl periods of

traltsplanting and harvesting. These workers would be transportecl sornetirnes [y
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the enrployers, ancl sometirnes by Iabor contractors whose main asset is his pick-uJr

trtrck or van.

'I'he inrportattce of rural lrousing and transportation is in striking contrast to

llazell and Roell's finding in two rural areas in Malaysia, rvhere the marginal buclget

shares for housing of the top decile is below tliat of the poor in Thailarrd (in 1981

and 1988). 'fhe contrast in the expenditure on transportation is even stronger. trt
it be quickly added that the distribution of the income level in tlie rurzil areas of

Muda (even in 1972/73, tlte dale of the Hazell-Roell data set) is unlikely to be to

the left of that for rural 'fhailarrd in 1988.

Anotber feature that may be noted is the relatively small share (about a fifth)

spent by all households on manufactured goods (other than those enrboclied in

"shelter" and "transportation") as a group. This share is renzfrk?biy constant both

across urban and rural areas and across income classes.

Within the manufactured goods category, the expenditures on cklthing and

footrvear used to clairn a relatively large shrre of the income in the 1970s, but has

since declined sharply. Partly, of course the large average and marginal figrrres in

1915 may be an overestintate which is a counterpart to the corresponcling

underestittlatiott in the figLrres for shelter (remember that all average ancl rnarginal

budget sltares ltave to sunl up to one), but one woulcl not expect this category to pick

up the entire error. Tltere appears to have been a real shift in the exDenclitures for

clothing and footwear.between the 1970s ancl the 1980s.

It is also interesting to find out horv much of the ilemand linkages arising

frottr an increase in rural inconre s accrue to suppliers in the local area. Of the nrajor

items, that is, those items for r.vhich the marginal buclget shares are high, transport

sen'ices are of course provicletl within the local areas. Adnrittccllv. a larse
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Proportion of the cost r.voulcl accrue to the proclucers of the vehicles that are usecl

for the service. Nevertheless, transport services are employing increasing numbers

of rural people, albeit pe<lple witlr the capital to invest in the necessary equipment,

and therefore not necessarily the poclrest among them.

Last bLrt not least, the overwhelming proportion of villages in all regions of

Thailand troasts at least a village retail shop, and in some villages three or rnore

shops vie for custorn. 'I'his is a considerable change from the situation as recently as

two decades ago, rvlten such a statement would be true only for the Central Plairrs.

We close this section with the observation that when Thailand's agricultural

growth was rapid in the 1970s and in the latter half of the 1980s, there is no doubt a

Iinkage effect, but this linkage effect is mostly on the nontradable sectors. Much of

it remains within tlte rural areas. Little of the increased purcla3in!'fo*". spilt over

to the manufacturing sector, except perhaps the construction materials and the

vehicle assenrbly sectors in the i980s and the textile and garment sectors in the

1 970s.

On the other hattd, the success of Thai manufacturing inclustries in the 1980s

is not at all based on rural income increases. The star performers in the industrial

sector in Tlrailand dtrring the 1980s are textiles ancl garnients, ger.ns ancl jervellery,

cannecl tuna fish and toys. None of these owe their success to the donrestic nrarket,

least of all to tlte rural market, perhaps lvith the exception of textile ancl garnrents

for rvltorn the boom in the clemand came in the 1970s. Of course, rvhen mral

incomes again rose substantially in the late i9B0s after a long hiatus, rural clemand

did aclcl some"vhat to tlte boom in the inclustrial sector. Ancl it is notervorthy that the

sectors that feel the supply constraint the strongest dr-rring the iroom are tlre two

sectors rvhiclr [eatttre irnportantly"in the cliscussion above, nanrcly ve]ricles aircl
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construction rnaterials. It so happens that these two sectors are closest rvithin the

mattttfacturing sector to being nontraclecl--by policy in the case of trlnsport

ecluiprnent, zrnd by bulkiness in the case of construction materials.

V. IN'|IJR-INDUSTRIAL LINKAGES

An outstanding characteristic of the Thai economy is tlre overwhelmipg

concentration of much of the tronagricultural actities in the Bangkok Metropolitan

Area, where 78 per cent of the rnanufacturing value added takes place

(Chintayarangsan 1990:1). The overwhelming advantage of Bangkok arises for a

nttmber of reasons. As the ntain port of the country, it clraws all the inclustries that

depencl olt iniported raw materials. As the capital city, it ha-s a great cleal of

activities connected to the government. As a cultural center, it attracts the business

managers to avoicl moving to outlying provinces. I{aving otrnhld"nrnny inclpstries

to itself for these reasons, they then contribute to raising the income levels in the
I

capital, so that rvith only 15.8 per cent of the population, its regional procluct is 49.0

per cent of J-lrailand's (Chintayarangsan 1990:22).

A shift-share analysis covering the periocl 1981-87 indicates that in most of
Thailand, the growth of the lttanufactnring sector essentially follorvs the grorvt6 clf

tlte overall economy, rvltile in the South, the grorvth of manulactirring substantially

lags behind ('Iamboonlertchai 1!)90.12-15, -r0r.

Interlsive studies of the tiny proportion of the manufacturing sector outside

Bangkrlk indicates that they concentrate largely on processing of the raw materials

originating in the local areas (Ohintayarangsan 1990; Taniboonlertchai 1990:31).

Apart from the obvious reasons that nrost of these industries are weight-losing, there

is an additional reason for the location of many of these processing inclustries.

Because of the seasonality of their procluction, their labor demancl dovetails nicely
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with that in the agricultural sector. A.s we shall argue lrelow, the rapicl growth of the

agricultural sector in the 1970s has tencled to leacl to greater seasonality in

employment. Outsicle Bangkok, where agriculture is overwhelmingly irnportant,

manufncturing industry has to accornmodate itsclf to this characteristic of the labor

market.

Given this peculiarity of the Thai industry, agriculture and manufacturing are

thus trivially linked. Mrrch of the processing industries do not generate a great deal

of value added per worker, because seasonality in production and labor availability

precludes a high degree of capital intensity. I-Iigh value added per baht of

agricultural output is also precluded.by the crops that were chosen to be grown by

the Thai farmers, concentrating as tlrey have done on basic carbohydrate crops suclr

as rice, maize, cassava and sugar-cane all of which needs littl3"U-%essing to become

tradable. Once it has becorne tradable (i.e. the weight-foss advantage no longer

rules), then the canons of conrparative advantage (plus cascading tariff protection)

would apply as to the locatioir of further processing. 'l-hus, Thaitand certainly does

not process comparative advlrrtage in corn-nrilling, or in feeding the cassava to its

livestock. In tlte case of the tire inclustry, r.vhich prima facie ivoLrlcl liar,e appeared

attractive given tlte country's large natural rublter procluction, the rnain raiv material

trsed actually is carlton black rvhiclr has to be irnported. More significantly, the local

tirc intlustries find it tnorc profitable to use intported syrrthctic nrbbcr than tlre

locally availabie natr-rr.'il nrbber--this despite the inrplicit protection gii'err to the tire

industry by a high tax oit natural rubber exports.

Recause the nrarket forces in favor of a Bangkok location have been so

p{tu,erf'-rl, iltdustrialists have resisted governmerrt efforts to ellcourage the location

of factories irt the provinces. It is only in the last three years, when Bangkok has

beconre severely congested arid when the government has pushed forward with the
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developnrent of a new cleep-water seaport on the Eastern Seaboarcl, that nerv

inclustrial centers are being developecl outside Bangkok and its inrmecliate

envi ronrnent.

'['his failure of industry to develoJr in the provinces (particularly in the 1970s)

thus indicates that the inter-inrlustrial linkages has not led to the location of the

inclustries (other than agro-pror.:essing) in the provinces in response to the rapidly

growing agricrrltural sector.

VI. SUPPLY LINKAGES: TI{E t.ABOIr MARKET

We now examine what irnpact changes in the agricultural and manufacturing

sectors have had on the labor markets. Data originating from the Census, for

exanrple those displayed in Figure 2 above, tend to exaggerate tJ1*;try,r. of the labor

force in agriculture. This is because enumerators woulcl ask respondents their

prinrary occupation in the previous year, and farmers woulcl tend to identify

thetnselves as such, even though a substantial portion of their income ntay have

originated outsicle agriculture. Data frorn the labor Force Surveys, rvhich the

National Statistical Office has becn conducting twice (since 198-5, thrice) a year give

a nlore cletailecl and tnrer picture of tlre inclustrial distriltution clf the labor force, as

responclettts are asked what they rvere cloing in the previclus rveek. Unfortunately,

use of the survey results is plrrgued by constant definitional changes. The figures

reportecl belou, re[)resent periocls during rvhich they are consistently clefinecl.

Figure 5 shorvs the seasi;nality of

that has been alreacly zrrgued at length

inclicated the point at rvhich tlrere rvas a

that point sitoulcl not be rnacle. In any

the employed labor force very rvell, a point

by Bertrand and Squire (1980). We have

de[initional change, and comparison across

case, the female labor force is the one that
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Fgure 5:Dry Season Empbynentas
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acljtrsts to the varying demancl in the agricultural rycle. 'fhis siroulcl be lrrlrne in

rnind in interpreting the industrial distribution of the latror force belorv.

Table 8 shows changes in the indLrstrial distribution of tlre labor force for the

period 1974 to 1979 drrring which time agricultural prices were high, ancl lancl was

still available. Remarkably, agriculture was taking up almost the entire increment

of the labor force during the u'et season. Indeecl, the share of labor in agriculture

during the wet season actually increased. Equally striking is the fact that the share

of the labor force going into agriculture during the dry season was proportionately

less, despite the rapid increase in dry season cropping follorving on the conrpletion

of the Chao Phraya irrigation system ancl the introcluction of the ner.v photoperiocl-

insensitive varieties of rice. The rapid expansion of area under cultivation cluring

the 1970s was actually making Thai agriculture more seasonal ffqlr"t,rre, because

much of the expansion was into rainfed areas. The graph for"the nrale labor force in

Irigure -5 seems to be bearing this out.

'I'lrat altttost the entire increnrent of the labor force was going into

agriculture during the rvet season, implies that growth in other sectors u,orrlcl at best

tre constrained by the neecl to accommodate to the rhythin of the agricultur:rl cycle.

Clearly, such a labor market rvouid make it clifficult for Thailancl to have a

comparative advalttage in capital-intensive activities (such as manufacturing) rvhich

also require large numbers of y,,:ar-rounci workers.

Within a decade, all this has changed. Agriculture was no longer taking up

tltost of the incremental increase in the labor force ('I'able 9). Indeecl, the numlrer

of women rvorking in agricultLrre cluring the u,et season cleclined absolLrtely. A

phenomenon of the labor nrarket cluring the 1980s was that the nonagricultpral

sectors rvere allsorbing more wornen tharr rnen. We have argued above that clLrring
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the 1970s, proportionately more lemales were shed fronr the labor force during the

slack dry season than the nrales, i.e. the fernale labor force was nrore "in surplus".

Consequently, it was not surprising that those manufacturing industries which could

employ these fenrales had a natural comparative advantage in the 1980s, and these

sectors therefore grew rapidly during the last decade.

While the increment in the wet-season labor force went mostly out of

agriculture, the dry-season increment still were going into agriculture. This suggests

that the labor force in both agriculture and nonagriculture was becoming more

specialized and both activities are now beginning to be year round.

VII. RURAL INCOMES AND POVERTY

The discussion on the labor market and its seasonal chaqg&- indicate that the
f

occupational classification of Thai workers is quite difficult. We need to look at

some income data.

-I'able 10 indicates cltatrges in real rural incornes in the periocl since 1975,

based on Socio-Economic Survey data. Aggregate incomes increase sharply in the

latter half of the 1970s, but then wobble during the 1980s, the 1,ear 1986 rvith poor

agricultural prices being a particularly bad year. Also to be notecl are the ciranges in

the strttctttre of rttral ittcontcs. If onc lrloks only at thc figurcs for rll grotrps (last

column), then the sltare of farm inconre lras clearly cleclined, the sharc of wage

incomes (sonie of which may lle earned frorn the agricultural sector) has continued

to increase, as did the share of all other incomes.

Within each occupatiorral group, the picture is repeated, although not as

dramatically. Thus while for all rural population, the share of farm income cleclined

from 52.5 per cent in 197-5 to 39.6 per cent of all income in 1988. for the "other
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Table 1O

Average Per capita Monthly Real lncome of Rural population by sources of rncomeand Distribution of Rurar popuration by occupation crolrps
_______11:::_:il: /month/capira )

Sources of Income year
Small Other Farm General

Farmers Farmers Workers Workers Others Groups
Farm Income

Income from
Enterprises

Wage fncome

fncome from
Property

Transfer Payments

TotaI

1976 237.8
1981 271,.1
1986 247.O
1988. 269.2

120.O 732-3
82.O 118.7
Aa n oq t
70. o 103. 5

27.7 283. s
35.5 243.I
2s.B 22I.6
18.4 253.6

1q?6 ?A cl

lqR1 qq n
1986 50. s
19BB 42.4

27 .t 18. B

36.2 2s .4
29 .9 20 .3
33.9 22.4

32.7 339.0 54"1 .6
3s.3 278.4 333.8
32.9 227 .1 2a9.3
40.6 274.I 286.O

1976
198 1
1986
19BB

t> Io
19 81
1986
19BB

za.>
33.9
40. 3
29 .7

.to..+
62 .4
'19 .3
tt). I

23r.6
406.8
42r .2
446 .7

14 .2
72I.9
128.1
140. 7

J66-Z
473.r
362 .3
452.9

B9-3
99.4
'tl A

t5. t

299.O
3s7 .4
zao.3
294 . ).

78. B
78. 3
9s.9

722.O
IJf,. O

I58.2
1BB. B

49 .'7
6s. o
79 .3
89.4

26 .5
63 .6
s2.o

42.2
50. 3

72.7

14. 5
34. 3
za. I
3r .2

40 .4
?AO

q1 n

20 .4
>z. t
za .6

64 .6
44.8
57. 1
.ru. )

e4
I976 20.o
1981 51.9
1986 48. 6
19BB 35.5

1981 474.3
1986 465.8
19BB 4s2.8

2J .2. "-'' 12 .5
68. B 16r.2
44-3 1.23.7
43.4 I76.7

791 6 368. 4 so4 .7 507 .9 787.2 794.I 570.1629.3 492.8 564.8 1051.? 700.3514.6 392.5 485.6 989.9 624.O630.6 460.2 466 .3 1120 .1 7 43 . O

Proportion of 1975 5.0 64.3 5.4 4.g 20.3 100.0Population in 1981 4.8 65.8 7.o r.4 2r.o 
'oo.ocrassif icarion 1986 2.8 59.8 7.7 4.7 2s.6 100.0

___1:::_::::l___ leBB 4. B s3.4 8.4 4.4 2s . r 1oo. o
Note: rhe incom;-;.;;-;;;;-;;"-;;;";-;";;-;";r;;";-;;-;;"-;;;;;-;;;;;;;-;;r;;

rndices, but ad justed to take account of the dif f eient co,.'l.,,rn,rption basketsof rural households

source: Nationar statisticar offir;e, socioeconomic surveys, Data Tapes
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farnrers" category, the cleclinc rvas from 76.9 per cent to 71.B per celtt. 'l-lle cleclilre

for the small farmers' category is of roughly the same order of nraglri{rrrlc, and the

two "farmer" categories constitute the bulk of farm income. This suggests that there

has also been concurrently a shift among the occupational groups, arvay fronr those

who are prirnarily farmers to non-farrner categories, as is evident frorn the figures in

the bottorn panel otTable 10.

Poverty in Thailand is almost entirely a rural phenomenon, and is continuing

increasingly so (Table 11). In the follorving we shall therefore focus exclusively on

the problem of the rural poor in Thailand, and how agricultural growth with its

linkages has contributed to or detracled from the improvements in the condition of

the poor. The definition of "poverty" and the "poor" in this section, is baserl on a

long-standing official absolute poverty line, based on calorifig^{"AuoO (plus sorne

acljustments for nonfood expenses). l-his clefinition will ihus cliffer from that in

Section IV.

Ilver since statistics orl inconres have been collected in 19(t2163, the

inciclence of poverty has steadily declinecl, rvith the exception of the periocl fronr

1980/81 to 1986, about wlrich more belorv. The most recent figlrres are shorvn in

Table 12.4

A* 
VTjil 198(r, theyears during which.socioeconomic suryeys were concluctecl happen

to fall on favorable years,.paiticularly fronr the point of view of agricultural lriifes.1986 was the one year wlien prices were bacl, indeecl in that yezir they rvere at a
record lorv in real terms.
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Cha
(Per Cent of

Table I 1
racteristics ofall poot: having

the Poor
characteristic)

r975/76 198O/8I I gR5,/Rr. I qqa./^^L,vJ/ \)v tLool6y

OCCUPATION OF HEADProfessional & Tecl-rnicianExecutives
Clerical Workers
Sales Workers
Services Workers
Farmers
Labourers
Inactive

SECTOR OF PRODUCTION
Inactive
Agriculture
Nonagriculture

COMMUNITY TYPE
Vi1 Iaoe
sanitdry District
Municipil Area

SEX OF HEAD
Male
FemaIe

AGE OF HEAD

Less than 20
20-29
30-39
40-49
50-59
60 and over

EDUCATTON OF I]EAD
No Formal Education
Ef ernentary
Secondary-
Vocational & Technicaf
Bachelor
iligher than bachelor
Unknown

o.2
0.0
o.2
2.2
0.5

73.7qo
13.3

7
0
o
2.

0
B1

5
2

.08

.34

.2r

.45

.44
RA

.13

.80

1. B5
82.96
15. 19

87.63
6. 50
5 .87

89.01
10.99

0. 04
7.35

26 .84
33 .61
17.90
Lq.ZI

0. 10
1.01
0. 09
2.07
0.80

80.44
7 .45
8.04

2 .82
82 .52
14 .66

89.53
5 .62
4.86

BB. OO
12.09

0.30
11.06
28.32
31.64
16. 13
12.55

18.97
79.82

o .97
0. 05
0. 00
0. 00
0.20

o. o5
o.01
0. 04
1.80
0.49

78.02
8.35

LL .25

80.95
15. 52

9I .24
5.60
3.16

86.40
13.60

o .24
9. 50

2'7 .36
24. I O

20.81
1-7 -lr

16.76
BO.B2

1.40
0.09
0. 19
o. 00
0.74

83.9
16.1

4.9
74.9
20.2

84.3
10.7
5.0

0.1
9.4

27 .6
24.9
1R 1

'tq o

15.3
R1 0

1cl
0.0
0.2
0.0
0.6

Sources: I97s/I976 to
L9BB/89 from

1985/1986 fromSocib Economic
I{utaserani
Survey 1988

and Ji tsuchon f 1 sBR \
, oaLi -t;p;:"' - - ""'
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Table 12

Incidence of Povcrty in Per Cent

Year
1915
1981
1986
1988

Sources: I975, 1981
Jitsuchon (1988),
data tapes

Rural
36.5
27.3
35.1
26.8

National
30.0
23.0
29.5
23.5

and 1986 (National) from Hutaserani and
the remainder from Socioeconomic Survey

The overall decline has t'een made possible largely as a result of agricultural

growth. Table 11 again tells us that the poor are not only largely rural, but that they

are mostly farmers. Even thorrgh the share of the poor who are farmers has been

steadily declining, they still are more than three-quarters of all the poor, more than

their share in the total population. Clearly, when new land wg;occrtinuously being

brought into cultivation, and if farmers had access to this land, this in itself would

help to reduce the incidence of poverty, and this has been the story of the decacles

prior to 1980. With land becoming more of a constraint, poverty can no longer be as

easily reducecl. Of course, Thai farniers--arcl the poor among thent inclucled many

who supplied surpluses to the market--were subject to adclitional pressures from the

falling prices in the 1980s as rvell. This was a key factor explaining the rise in

poverty in 1986. With the rise in agricultural prices, it is norv estimated that the

incidence of poverty has lallen to roughly the sanre level as in 1980/81. In shorr,

progress cltl poverty reduction has ground to a halt in the 1980s, and as the favorable

agricultural price situation in 1988 is ternporary, there are grounds for believing that

the poverty situation has retrogressed.

Has the locus of poverty shifted? IIow has the land availability and the

agricultural growth that acconioanied it affected the poverty levels in the clifferent
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regiot'ls of the country? Answers to these questions rvill provide cltrcs to the

contribution of agriculture to the grorvth of the rest of the economy.

In general, the rural poor may be classified into two categories: those who

have land in poorly endowed areas, for example in the Northeast, ancl thosc who

have no land or very little land and therefore have to rely alnrost exclusively on

selling their labor time. Because of past land abundance, Thailancl has

predominantly the first category of poor, although the landless has appeared in

increasing numbers. The percentage of the landless (officially classified as farm

rvorkers and general workers) nationwide has increased from 10.4 in 7915 to 12.8 in

1988 (see Table 10 above), while that among the poor has increasecl from 8.4 to

18.7. From being somewhat an unusual ancl indeed relatively wealthier (from their

oddity?) group in the country-side in 1975, landless laborers in Thajland have since

then joinecl their brethren in tlie rest of Asia in the poorer stiatum.

Despite this large increase in the proportion of the landless anlong the poor,

tlre proportion of farmers among the poor remains about 213 in 1988. Anrong these

the proportion of small farmers (defined as holclers of less than 4 rais or 0.64

Itectares if orvner-cultivator and 5 rais or 0.8 hectares if tenant--average farrl-size in
'l'hailancl is about 3 hectares) remains small at betrveen 10-15 per cent of all

farmers. lr4ost of the poor farmers have lancl that places thenr above the category of

small farrners.

If poverty is to be associated with lancllessness, and if we assurne that

landlessness increases the individuals' rnobility, then we rvould expect the poverty to

be distributed more or less uniformly across the country. If anything, there rnay be a

concentr:rtion of landless laborers in the more prosperous regions, because that is
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where the jot;s are. Iror the sanle reasons, one woulcl expect also a considerable

degree of urban poverty.

If on the other ltand, poverty is associated with holdings of poor land, then it

would be distributed according to the resource endowment of the particular locality.

We can get already an inkling erf this idea already in the figures of Table 13, if we

think of the Northeast collectively as a resource poor area. lrrom 1975 to 1988, the

proportion of the poor in the Northea-st has fluctuated between 55 ancl 62 per cent,

much larger than the one-third share of the overall population that the Northeast

has. Another way of expressing the same idea is that the incidence of poverty (the

probability that a person will be poor) in the Northeast in lgBB is about 36 per cent

while the overall incidence in the country is z7 per cent.

,J'

A more detailed picture is providecl by Table 14. We liave'taken the sample

villages in the Socio-economic Surveys, and assume that the overall economic

environment of a village is captured by the per-capita income of the sampled

individuals in the village. The national nredian is then used to divide all the villages

in the sarnple into rich (above median) and poor (below median) villages.

A by-procluct of this clefinitibn of rich and poor villages is that movements in

relative regional incomes can lre shorvn frorn the clata (see the first trvo colurrins in

Table 7). Tltus, the Upper No.th has been doing relatively rvell, probably because

the Upper North has always practised a more intensive form of agriculture than the

rest of the country--average farm size there is only about 1 hectare, ancl as such has

ltenefitecl ntore from mocleni technology than the rest of the collntry. The

cleterioration itt the West may also be observed. This may be because the West is

the last lrontier le[t in Thailand, rvhere the prevailing form of agriculture is highly

extetlsive. With a large number of nerv settlers, the observed level of income is



Tab1e 13
Distribution of the Rural Poor, by Region and by occupatlon,

1975 to 1988(Per cent of total population)

rl il

(Per Cent.)

Region Year Small
Farmers

Other Farm
Farmers Workers

General Others
Workers

AII
Groups

26.4
31. 3
30.1
30.2

29.L
28.7
3l-. 8
-1 E

1.5
2.O
2.9
4.9
a1

3.3
4.7

13.1
11. 5
8.0
8.9

11.0
7.4
8.4
8.6

1q
1.5
o.B
o.8
1.0
0.5
1n
o.7
1.4
2rr
1.5
J.4

z.z
z.J
?R
3.8

3.5
2.6
AA

7q
8.9
6.6
8.6
4.3
2.1
5.6
?q

e 0.1
AA
0.6
0.8
o?
0.6
0.6
0.8

0.1n)
o'7
o.4

1.6
2.O
1Ar,+
1n

1n
n-l
0.7
1n

1.1
o.2
0.8
o.9
o.2
0.1
r.2
1?

o..2
0.5
0.3
I.2

A1

o.7
0.8
o.4
1.1
1.1
0.8
1.5

6.3
6.3
4.4
3.4
7 .7
5.2
5.2
4.6

0.6
0.0
0.8
nq

o.2sp.b.'
o.2
0.5
0.1
0.4
o.2

o.7
0.1
o.2

o.2
0.0
n.'1

0.1
0.0
o.2
0.1
0.1
0.0
o.0
0.0

1-
L.Z
A'

6.0

0.4
r.6
J.Z
1.5

r..t
2.9
3.5
2.7
0.1
o.2
0.6
1.1

23.7
24 .9
24.O
2I ;2
24.2
2L.6
23 .I
18. B

J
0
7

7
3

0.4
0.8
nq
1.9

o.2
0.6
L.2

0.0
o.2
0.1
0.1

4.9

11.6
L2.7

11
1n
?n

n?
n'l
n-)
0.1

0.8
0.3

0.6

0.1
0.0
0.1
0.0
8.2'7q
A1
oq

?q
z. t
r.2
)A

1.1
0.5
n?
0.5
A1
1A
1.1
2.6

0.8
1.8

1.3

0.1
0.0
0.1
0.0
1.1
1.1n)
o.7

r97 5
1981
1986
1988

l.97 5
1981
1986
19BB

r97 5
198 1
1986
1988

r97 5
198 I
1986
1988

r97 5
19 81
1986
1988

L97 5
19 81
1986
19BB

r9'7 5
198 1
1986
19BB

L97 5
l98l
1986
1988

]-97 5
198 I
19B6
19BB

1975
198 I
1986
19BB

r97 5
198 1
1986
19BB

Upper North

Lower North

Upper
Northeast

Lower
Northeast

Western

Central

Eastern

Upper South

Lower South

Suburban
Bangkok

Whole
Kingdom

1.0
1.3
I.4
z.+

2.O
z.z
1.8
L.Z

0.1
0.0
n1
0.1
nn
0.1
0.1
0.2

z.z
z.J
1.5
'lq

4.5
5n
A1
A',

6
6
4

0
0
0
0

0.
n
0.
0.

100.
100.
100.
100.

0.1
0.3
0.1
o.1
Y.Z

11.4
11.3
12 .9

74.2
69. B
68. B
58.9

Source: National Stati;tical office, Socio-Economic Surveys, data tapes.



Region

Upper North

Lower North

Upper Northeast

Lower Northeast

Western

Centra 1

EasLern

Upper South

Lower South

Suburban Bangkok

Whole
Kingdom

Table 14
Distrl,bution of the RuraI Poor, by Regior.r
and by Residence in Rich or poor Villiqes

1975 tc 19BB

Year

1975
198 1
1986
19BB

197 5
19 81
1986
19 BB

1.97 5
19B1
1986
19BB

1,97 5
l-981
1986
19 BB

t9-75
198 1
19 86
19 BB

197 5
L:r t' l-
19 86
19BB

1975
19 81
1986
19 BB

1975
198 1
198 6
1988

1975
1981
1986
1 9BB

1975
1:)81
1986
19BB

1975
19 81
1986
19 BB

32. r
39 .7
A? N

60. s

62.O
73.3
66 .4
63.6

26.z
za-r
29.r
2't .2

24.O
JZ. I
tz. r
30. s

9s.0
86.2
84.8

92.O
78.5
78.3
at

87 .4
69.8
oY .2
68. 5

14.4
62 .6
71.3
oz. r

18. 3
48.1
41.3
29 .9

96.4
92 .6
98.6
1OO. 0

50.2
50. 1

s0. 1

s0. 1

60. 3
37. O

38. O

zo. I
?? A

36. 4

71.8
74.9
7na
72.8
"76.O
b/.J
77.9
ov.5

5.0
1? A

8.0
zr.5
21,.7
r7.\
12 .6
?n a
?n a

2s.2
31 ,4
zd. I

81.7
51.9
58.7
70. 1

3.6
1-4

0.0

49. B
49.9
49.9
49.9

9.3
11. B
11.4

'1 1

7.I
z t.o
2s.2
14. 1

16.1
10. 7
1e A

ljd.z
ott - /
ol.:-)4
!0. a

Q1 ')
43. B
58. B
or.z

68 .1
qo.5
30.9
34.9

58 .2
30.9
46. B
32.O

16.3
rt.r
27 .O
31.O

36.8
34. 5
45.2
40.0

82. O

64.4
93.3
100.0

22 .3
al A

22 .3
az. r

tJJ. I
6Z.Y
73. O
69.O

63.2
6s.5
s4.8
60.0

90.7
BB. 2
88. 6
Y2.5

9I.7
89.3
o.t. o

11.8

JtJ.5
s9.6

18. B
s6 .2
.rL.z
JtJ.6

31.3
s3.5

t)5. _L

41.8
6q1
s3.2
68.0

92.9
1a A

14.8
Bs.9

18. O
35.6

0.0

11 1

78.6
71 .7
71 .9

45

Note: "Rich villages,' are those wlrose per-capita incomesthan the median for aII vll lages. ,,p;6;-"if iages,,with incomes below the median] conseguentiy, forkingdom (Iast. four rows) half of the ;""pi; wilL Ivillages and half will iive in poor: "if f 'uqe".

:ro hinhor
are those

the vrhole
ive in rich

Source: l{ational Statistical office, Socio-Economic sLrrveys, data tapes,
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tlterefore likely to be loiv. Frrrthermore, both the llastern and Westerrt rcgions

were ntajor l)roducers of sugar cane, a lrighly subsiclized alld thercfore profitable

crop, but their relative position has tieclinecl as the center of gravity of the sugar

industry has shifted nrore to the Northeast.

'I'he last trvo columns of Table 14 show the location of the poor antong the

villages. In line with our earlier observati'rns, significantly more poor people are

located in poor villages than in rich villages in all regions with one exceptiott. The

only exception, suburban Bangkok, neatly proves our rule that only landless laborers

migrate to where the jobs are--which is in the richer areas.

Because of the complex cross-currents of changes among regions and of the

secular increase in the number of lanclless laborers, we can observe from the figures

for the Whole Kingdorn at the bottom of -t'able 14 that ttre Strite" of poor people

living in poorvillages is well over a half, whereas the null hypothesis riould preclict a

share of exactly a half. More importantl|, there has been relatively little change in

this share throughout more than a decade rvhen the constrair-rts facing the rr-rral

people have undergone tremendous changes, and the number of landless

households has increased signiiicantly.

To summarise, the agricultural growth cluring the 1970s has contributecl to

the decline in poverty. The slowdown in the rate of land expansion in the 1980s

meant that the easy route tcl agricultural gr.nvth and nrral poverty reduction was no

longer possible. On top of this, the agricultural sector also experienced the sharp

fall in worldrvide agricultural prices upto the micl-1980s. 'l-his ageravated the

situation and indeed led to an increasecl lcvel of poverty.
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VIL TIIE PAI'I{ OF 1'lIn I IICONOMIC C}ROw'il I

'l'he above analysis inclicates that the path of 'l'hai ecclnt)rnic growth is clevoicl

of rnajor surprises, once one starts with the lact of land abunclance in the 1960s and

the early 1970s, and its disappearance in the 1980s.

The earlier growth with hnd abundance carries with it certain conse(tllences,

namely:

(1) Agricultural growth can be easily achieved: the land abundance gives

-I-hai agriculture a natural comparative advantage.

(2) For the comparative advantage to be turned to gooci account, a liberal

trade and exchange rate regime is essential. This has been generally follorved.

Aclmittedly, Thai agricultural export policies have at times"td.,i'frigfrly restrictive.

llowever, it is significant that the most rest; ictive policies were appliecl to rice ancl

to some extent rubber (Siantwalla and Setboonsarng 1989). The r-rplancl croJrs which

are grown on most of the new lancls have gotten off relatively lightly.

(3) Another essential factor for conrparative aclvantage to be turned to

account is a good infrastructural basis, particularly for transport. It must be

rememberecl that rvltere there are new lancls, there are by clefinition relatively few

people. There must be the u,illingness to invest ahead of tlie traffic. Motivated

mostly by security cortsiderations, the Tlrai government investecl heavily in roa<js

throughout the 1960s and the lt)70s.

(4) I3ecause increasing land is an easy way to increase lal;or proclLrctivity, the

seed-fertilizer technology that has been such a major factor in the agricultural

grorvth in the rest of Asia plays a much smaller role in 'fhailand. Yielcls in 'l-hailancl,

particularly for rice at 1.9 tons (paddy basis) per hectare, ilre among thc lorvest in
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Asia. The prrblic research system has not had the intense pressurc to llerforrn, as

rvas the case with ntost Asian food-importing countries. Nerv crops rvere brought in

by market forces, largely by the middlemen, and it is only after cultivation of that

croP ltas expanded that the research system woulcl initiate a research I)rogruur-r.

(-5) Mechanization, on the other hand, has been an essential part of the

story. Not only does land abundance lead to a larger farm size which woul<j itself

require mechanization, but the tractor emboldens farmers to claim much larger land

than they woulcl otherwise have, hacl they relied on animal power. 'I'o be pote6 is

the farmers' preference to grow crops with relatively low labor intensity on nruch of

the new lancl, notably maize and cassava. The only exception to this rule is

sugarcane, but then sugarcane is a heavily protectecl crop.

(6) -fhe income increases that the new lancls gave toJ-firl?,im.r, appearecl

to have been mostly expended in things other than manufactured goocls. T5e nrajor

beneficiary of the Thai agricultural growth seems to have been the services sector

rather than rnatrufacturing industry, nruch of which is locatecl in the rural areas.

Arnong manufactured goods ort rvhich Thai farmers al)pear to expencl rnuch of tSeir

ittcotne ittcrenrents, constrllctiolr materials ancl vehicles coulcl be singlecl oLrt. 'l'he

construction materials industry produces mostly nontradable preducts, anci

tltereiore no judgement neecls be macle as to Thailancl's comparative adyaptage irr

it' The Vehicle itldustry, particularly cars ancl trucks, is unicluely inefiicienr, clespite

or pe rhaps because of tu,o decacles of protectiorr.

(1) Extensification of agriculture is, almost by definition not conclucive ro

the groivtlt of towtls, unlike intensification, as it means greater clispersal of tlre

population. It is irnportant to stress that thc problern clges not lie rvith tlre l.rv 
'se

of purchasecl inptrts, as rvould bc the c:rse if the seecl-fertilizer techlol6gr, \v.s more



rvidely applied. If Thailand has laggecl behind in this respect (see (4) above), it has

tttade trp lty using more machineries. 'Ihis tends to generate its own sllpport

ittdustry, but this support industry has to follow its clientele into the countrysicle.

(8) 'lhe obvbrse side r.rf agricultural comparative advantage that -I-hailancl

had before 1980 was its c,lntparative disadvantage in manufacturing irr<1ustry.

Growtlt in manufacturing irr<Justry was limited, import-intensive ancl therefore

concentrated in Bangkok, anti it was highly protected, part of the protection being

the low price of rice made possible by export ta-xation. Even ntore lirnited was the

grorvth in manufactured goods exports. Related to this phenomenon was the limited

urbanization in Thailand.

It is only in the 1980s, when the comparative advantage intrgriculture began

to tlisappear, partly hastenecl by the fall in r.vorlcl commoditf 'pri..r, that 'fhailand

switched to exporting tnanufactured goods. This in turn has a nurnber of

consequences:

(a) The range of products for which Thailand has founcl a niche in the worlcl

ntarket has nothing to do with what the agricultural sector has been <lemanding in

the previous period of strong agricultural growth. Most of the proclr-rcts take full

advantage ltorvever of the che:tp labor that the agricultural depression of the 1980s

has rnade available to Thailarrd.

(b) Tlte agriculture-brsecl economy has meant that most of the population

did not see much need for extensive schooling, clespite the fact that increasecl

prirnary schooling has had a demonstrable irnpact on labor productivity in

agriculture. Il-rral householcis do not see any need for educ;rtion at a higher level,

and Thailand has one of the lowest secondary enrolment ratios in Asia. The

problerr-r seetlls to be a lack of Cemand by the parents rather than a shortage of
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space; although rural paren{"s may still be quite rational as tlre quality of nrral

sch<lols is cltrite poor. The schooling problem implies that Thailarrd rvill face

constraints in moving up the industrial ladder, in competition with other Asian

cor.r nt ries.

(.) n shift to a manufacturing base will ease the pressure on the forest cover

after four decades of continual land expansion. It is expectecl that the absolute size

of the (permanent) agricultural labor force will shrink sometime during the 1990s.

'fhis will lower the demand for land.

(d) With continued land expansion becoming unprofitable, ancl assuming

agricultural prices to resume their downward trend after the boom of the late 1980s

has rvorn itself out, automatic reduction of rural poverty through agricultural growth

that characterizecl the 1960s and the 1970s can no longer rr*uSr,r?i34. The oniy way

to see further decline in rura1 poverty is to bring in new technology or to provicle

agricultural protection.

(e) New teclrnology rvill be available nrostly in the better irrigatecl areas. As

we ltave sltorvtt, much poverty in Thailand occurs in areas rvith unfavoratrle

production environment. Therefore, as far as the poor are colcernecl, new

technology is not the solution--unless by some nriracle, the nerv technology turns out

to be suitable for rainfed areas.

(f) Agricultural protection has been increasing, although currently the

political economy of the protectionist policies has little to clo with the poverty

problern.
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Appendix:

fistimation of the Average and Marginal Budget Shares

This appendix described how the average ar:rj marginal budget shares reported in .I.ables 
4

to 6 were estinrated.

The first step is of course to estimate the Engel functions for each of the grolrps of the

commodities' Total consumption expencliture was used as a proxy for income. Some

socioeconomic characteristics were included in the model. Specifically, the function was specified

as follows:

E,j = a; + b1.Ei + gi.Ei.logEi + I1@ii.Zi+ l;i.E j.Zl;
rvhere E1 is expenditLrre on gootl i, Ei is the jth household's total consumption expencliture, Zi is its

characteristics, and ai' bi, gi, tij, lij are constants. The followingofp.riiiture share form of the

above Engel function was estimated:

Sij = bi + ailBi + gi.logE; + ri@ ii.Z ilEl + I ii.zl;
where 51 = E|/E is the sltare of goocl i in total expenditure. For each year, forty five functions were

estimated, fclr the fifteen comrnoclity groups to be listecl below ancJ for tSree regions (Bangkok,

urban areas oLrtsirle t3arrgkok ancl rural areas).

The average anil nrarginal buclget shares foi the ith goocl (ABS; ancl MRSi, respectively)

were then obtained as follorvs:

ARS; = S;;

ItlBSl =dEilll=bi +gi.(1 +logE)+ t.'tii.Zi.

Iror each household grorlp, these ternrs were evaluate<l at the sarnple mean values for E1

and Zi.

In this analysis, conrrnoclitics are classified into 15 groups as follorvs:
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l. Grains anrl cereal products

2. Meat and poultry; Irish attcl seafood; Milk, cheese, and eggs; Oils ancl fats; Flrits ancl

nuts; Vegetables.

3. Sugar and sweets; Spices, cofl'ce, etc.

4. Prepared meals taken homr:; Alcoholic beverages taken away from homc; Meals eaien

away from home; Students' lunch.

5. Beverages.

6. Tobacco products.

7. Ctoth and clothing; Footwear.

8. Shelter.

9. Fuel and light.

10. Consumer durables including textile i;ouse furnishings, Minor equipment, Cleaning
5g

supplies, Personal supplies. .- l' '":

1 1. Servants; Personal services; Miscellaneous services.

12. Medicines and supplies; Medical services.

73' Local transportatiott; Travel out of area; Vehicle operation; Vehicle purchase;

Communications.

i4. Admissions; Recreation erluipment; Musical equipnrent; Reading materials; Religious

activities; Cerernonies.

15. Education.

In the interest of saving sPace, rve havc aggregatecl itenrs 1i, l4 anci 1-5 toget6er rvlren reporting the

results of the calculations in'l'ables 4 to 6, although rve have estimaterl separate equations for each

of the expenditure categories.

There are five variatrles representing hoLrseholcl characteristicr Z,.1:

1. Family size;

2. Age o[ household head;


