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Economic Recovery and Poverty Reduction
in Thailand

Peter Warr’

Introduction

Poverty alleviation is a central objective of Thailand’s economic policies. This
fact is reflected the Ninth Five Year Economic and Social Development Plan, just
released by the government’s planning agency, the NESDB. The Plan covers the period
2002 to 2000, inclusive, and sets a target for the level of poverty incidence to be achieved
by 2006, along with other, closely related economic objectives. The latter include targets
for the growth of aggregate real GDP, growth of sectoral outputs, inflation, export
growth, growth of tourist arrivals, and so forth. The major elements of these targets
include:

s poverty incidence, 2006: — 12 percent of total population

¢ growth rate of real GDP, 2002 to 2006: — 4 to 5 percent

e growth rate of agricultural output, 2002 to 2006: — 2 percent

o growth rate of industrial output, 2002 to 2006: — 5.5 percent

¢ inflation (growth rate of the average price level), 2002 to 2006: — 3 percent

The target for poverty incidence refers to the headcount measure of poverty
incidence — the proportion of the total population whose incomes fall below a poverty line
held constant over time in real terms. Using the government’s official poverty line,
poverty incidence in 1999 was 15.9 percent. The target thus means that by 2006 poverty
incidence is to be reduced by at least 4 percent of the population; by 2006 the proportion
of the population in poverty — defined in terms of the government’s poverty line - is to be
no more than three quarters of the proportion that obtained in 1999.

The above targets are not independent. Indeed, some are clearly intermediate
targets directed towards the achievement of other, more fundamental targets. For
example, growth of exports and tourist arrivals are not necessarily objectives in
themselves, but vehicles for the achievement of GDP growth. Similarly, GDP growth
itself might best be regarded as an instrumental target for the achievement of more
fundamental goals, including improvements in average standards of living and alleviation
of absolute poverty.

* - . . . .
Professor, Australian National University



The level of poverty incidence that might reasonably be expected will depend in
part on the rate of growth of output — both the aggregate rate and its sectoral composition
—and on the rate of inflation. Consequently, one question that might be asked about these
aggregate projections is whether they are mutually consistent. That is, are the targets for
poverty incidence consistent with the targets for growth and inflation? Answering this
question requires looking at the historical record to obtain data on growth, inflation and
poverty incidence and then estimating the statistical relationship between them. It then
requires using this estimated relationship to simulate the changes in poverty incidence
that are consistent with the growth targets specified in the Plan.

An analysis of this issue is provided below. Tt leads to the conclusion that the
growth and inflation targets are insufficient to generate the reduction in poverty incidence
which is also targeted. The past statistical relationship between poverty reduction on the
one hand (dependent variable) and growth and inflation on the other (independent
variables), indicates that even if these growth and inflation targets were achieved they
would imply #o reduction in poverty incidence relative to the level at the beginning of the
Plan period (2002). This means that if the targeted reduction of poverty is to be
accomplished, some other major changes of policy must be implemented to make up the
difference.

vi
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A9 1 ANIEAMINEINIW (Poverty Incidence) zasdszinding 1 w.4. 2505-2542

o . & o o a n
(founrdpUETININIRNS, Jalapnisiuumewa {headcount mesure) )

1l 593 (Aggregate) wun (Rural) Twisias (Urban)
2505 88.3 96.4 78.5
2512 63.1 69.6 53.7
2518 48.6 57.2 25.8
2524 355 431 15.5
2529 44.9 56.3 12.1
2531 326 40.3 12.6
2533 27.2 33.8 1.6
2535 23.2 29.7 8.6
2537 16.3 21.2 4.8
2539 11.4 14.8 3.0
2541 12.9 17.2 3.4
2542 15.9 21.5 3.1

n - o o o ]

winowa: | rianmazenamnaulasiiiuiiuiuna (headcount measure) iluntsdwindanarysalmingh
we do A . . & . e

fsaladiniuauanusinauiialuinaash (real term poverty line) daLlszrinInsruednivudss
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adosiutoyalurall we. 2531 vasars. laodeyalugwnll 25052531 ldagUnannanuvasut
(1993)

o P [ a ks ' =
NN AU RATRINTIHNMTAAIUIM ILATHINIUREFIANUAIDIG LR KRONGKAEW (1993)

W o = ad -
Jufi 24-25 woAmeu 2544 o lnwsuuasnarniaesd §8 wufiow vays



10 MAMEININATEg A NIRRTV TRT DI SN Iy

@139 2 das1nsiaulevaddAf nTarauEINI (poverty reduction) uas

anuLimAauiuaasela (inequality)

i dasrmsdulanas asldsnudaeseil mywaswudasseil

A A - A o ]
SNt VSINEATIHEINIW ADIATHIW

FraeTugfavesauie

25392541 975 -6.15 0.00
2531-2533 1027 270 1.95
2535-2537 7.01 -3.45 045
Ry 9.01 -4.10 0.50

TIATEET AUz AR ung

2505-2512 5.08 -3.60 0.20
2533-2535 6.47 -2.00 0.60
2537-2539 6.44 245 -0.60
2518-2524 4.86 -2.18 0.23
@iy 5.71 -2.56 0.11

TR BT

2512-2518 4.15 2.42 -0.15
2524-2529 3.67 1.88 0.88
25392541 650 0.80 -0.20
2541-2542 4.16 2.90 0.04
e 1.37 0.79 0.14

al

fu: Teyannuenauuatii andwinnueanssuasianmMnansgfiuarfsauurand

ANT9N 3 WNINAATNANT®S (Correlation matrices) T2%319A1NNEINAN (poverty)
arnlaiwifsainasssela (inequality) mitdulamaiessgiio (growth) uaz

3wt a (inflation)

correlation matrix kuUlagR9kRiEn

aP dGini 4 r
arP 1.0000
dGini 0.2831 1.0000
Y -0.8532 0.1054 1.0000
r -0.0059 -0.0267 -0.0326 1.0000
correlation matrix wUUEIIEMIN
dP dGini % r
dP 1.0000
dGini 0.4004 1.0000
y -0.8408 -0.0147 1.0000
r -0.1071 -0.1566 -0.0104 1.0000
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(real growth rate) uazans 3wt e (inflation rate) Ul w.a. 2545-2549

AHMAZIMEATIM anndgruwdasiduiilo 1 w.a. 2545-254¢ (Fauazdall)
sulasiusiass -
(Souazdall) 0 1 2 3 4 5 8 3 10
-2 29.3 30.1 30.9 31.7 325 33.3 34.1 36.7 37.3
-1 271 27.9 287 29.5 303 311 319 33.5 35.1
0 24.9 257 26.5 27.3 28.1 28.9 29.7 31.3 329
1 22.8 23.6 24.4 25.2 26.0 26.8 27.6 29.2 30.8
2 208 21.4 222 23.0 23.8 246 25.4 27.0 28.6
3 184 19.2 20.0 20.8 216 22.4 23.2 24.8 26.4
4 16.3 17.1 17.9 18.7 19.5 20.3 21.1 22.7 24.3
5 14.1 14.9 157 16.5 17.3 18.1 18.9 20.5 221
8 11.9 12.7 13.5 14.3 15.1 15.9 16.7 18.3 19.9
7 9.8 10.6 114 12.2 13.0 13.8 14.6 16.2 17.8
8 7.6 8.4 9.2 10.0 10.8 116 12.4 14.0 15.6

EEGHITEE mazauenawlull we. 2542 whnu¥ouss 159, W.A. 2543 Az 2544 LyinAuTana: 15.6 LAY 16.5

ANEFL wazruAFsaTInTALleavasUsznT intutass 1 @nil

13191 5 @aanIiNIzAINETNIR 1 W, 2549 lapausifansnniaulanunaseesinia

N1SHAR (SECTORAL REAL GROWTH RATE) U W.f. 2545-2549

asndisanmaatuduladutedirasnans . R .
- . - . . - samnnavlnvos ANATTINIE
nath nie 1 2545-2549 (Souazaosll) o -
" R Tausin AWENYW 1 2549*
INBAT AR IHNTIY usn1y

1 2 5.5 4.25 4.50 18.5
2 5.5 4.25 4.28 17.0
3 4 5.5 425 4.72 16.0
4 2 3.5 4.25 3.70 18.0
5 2 7.5 4.25 5.30 16.9
6 2 55 2.25 3.52 21.7
7 2 55 6.25 5.48 11.3
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8.00 - -+ 14.00
+12.00
6.00 |
+ 10.00
4.00 -
+ 8.00
2.004 +6.00
+4.00
O-OO T T T T T Ll T T T
1969 1975 1981 \ﬁ{ﬁ 1988 1990 1992 1994 1996\\{999 | 2 00
-2.00 |
+ 0.00
~a- Poverty Decline
-4.00- —e—GDP Growth +-2.00

Year

A G 1 1 = A - =
Eﬂﬂ 5 n3yEnaAIzBIA N‘IN NIENEHNNWLERSNIILA UT@‘I’I"\O lﬁ‘iﬂﬁﬂ%ﬂﬂdﬂ‘i: 3¢ ﬁTn &

0.025 - + 14.00
i 4 12,00
{ 10,00
0.015 -
4800
0.01 -
1 6.00
0.005 -
1 200
0 -\ ; . . : . . .
jo60 T 1981 1986 1988 1990 1952 Noo4 1996/ Yeos T 200
-0.005 - -—ii— dgini i
—&— GDP Growth 000
0.01 - 1 200
Year
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0.00 . . . T T T T T T 1.50
19‘49 1975 1981 WB 1990 1992 1994 1996)\1999
+ 1.00
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—a— ngerty Declines 4+ 0.50
—A—Cpi
-4.00 4 Ry 4 0.00

51U 7 mspadvasanuliviifisanuuazdandwievasdszmalng

0.025 - — 450
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0.02 1
1 3.50

0.015 -
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0.01 1 + 250
0.005 - T 200
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0 : . ; - ;
1% 1W5 1981 1966 1988 1990 1992 9% 199/ 1999 1100

-0.005 A 1 050
—m— dgini '
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