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Key messages and implications for
Thailand

1. Shifting weight of global economic activity continues, but lower
growth prospects challenge continued convergence

2. Growth slowdowns at the middle-income level can often be
associated with slowdowns in productivity

3. Old drivers of growth and productivity, like the absorption of
labour, are sometimes fading

4. Boosting productivity at the middle-income level is country-
specific; among others, the options for Thailand are:

- improving education and skills
- developing productive services

5. This will also result in more inclusive and sustainable development
and stabilise the still fragile “new” middle-class

6. The real development challenge is the implementation of reforms
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Shifting weight of global economic activity
continues...

Share of GDP in PPP terms
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Many emerging economies have decreasing
GDP growth rates; including Thailand

Real GDP growth (annual % change) and difference in

growth rates Real GDP growth (average annual % change)
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Many middle-income countries are not on

course to converge by 2050

@ Low-income O Lower middle-income @ Upper middle-income

O High-income

Average annual GDP growth needed from 2012 to 2050 to reach OECD per capita average in 2050, %
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Thailand is reducing the labour productivity
gap; but it remains high

GDP per person employed as a percentage of United States
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Source: Authors’ calculations based on World Bank (2014), World Development Indicators (database) ®>>
http://data.worldbank.org/data-catalog/world-development-indicators and ILO (2014), Key indicators of the
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Labour inputs may soon decrease due to
ageing in Thailand

Total dependency ratios, 1990-2050
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Note: Dependency ratios are calculated as the number of dependents per 100 working-age people age 15-64). ®>>
Source: UN-DESA (2013), World Population Prospects (database) OECD
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the good news, labour force

participation is high in Thailand

Labour force participation rates decomposed into employed and unemployed, 2000 and 2012

80

70

60

50

40

30

20

10

I

2000 2012 | 2000 ‘ 2012 | 2000 ‘ 2012 | 2000 ‘ 2012 | 2000 ‘ 2012 | 2000 ‘ 2012 2000 2012

China Brazil Indonesia Russian OECD India South Africa

Federation | members

2000 | 2012
Thailand

B Employed Unemployed
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Education attainment is improving, but is still
below levels of many of its peers

A. Average years of total schooling, age 15+, total, 1990 and 2010
1 1990 B 2010
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...but 1ts quality remains relatively

low

)

B. PISA scores by categories for selected countries and OECD average
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Source: OECD (2013), Education at a Glance: OECD Indicators, OECD Publishing, Paris.




Growth potential is particularly high in financial
and business services

Manufacturing’s share of GDP in non-OECD countries versus financial and business services’ share
Shares benchmarked against OECD average

@® GDP per capita <2 000 USD © 2000 USD < GDP per capita< 5 000 USD @ GDP per capita > 5000 USD
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Outsourced business services may be
Important for manufacturing productivity

Labour productivity in business services versus labour productivity in manufacturing

La?ﬂogr productivity, manufacturing (1 000s USD per employee, 2000-09)
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Notes: The bubble size denotes the share of business services inputs in the total inputs used in manufacturing.
Sources: Authors’ calculations based on Timmer, M.P. (ed) (2012), "The World Input-Output Database (WIOD):
Contents, Sources and Methods", WIOD Working Paper Number 10. OECD NeV
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Government vision and capabillity to
Implement reforms are key

e China’s rapid rise had been in large part due to its determined, target-
oriented government with a vision to address changing economic
challenges. It made bold reforms which were possible through effective
organisations and procedures to implement the necessary steps.

e A determined, target-oriented government is key for Thailand's future.
The government needs to obtain support for necessary reforms through
consultation processes where key stakeholders - including private
businesses, local communities and civil society — can voice their opinion
and help formulate and implement strategies.
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Thank you

Contact: martin.wermelinger@oecd.org
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Annex 1: Additional illustrations
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Shifting weight of global economic activity
continues...

Per cant
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Raw material imports are particularly
strong Iin China and India

Raw material imports and China’s and India’s shares, 2000-12
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A. Shifting global economic landscape




Total factor productivity gap with advanced

countries Is significant

Total factor productivity as a percentage of the United States level,

[ TFP as percentage of US level in 2008

D. Total economy
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B. The challenge of productivity for convergence




declining In some

iciency is

Investment eff
BRIICS economies

)

Incremental capital-output ratio (ICOR) 1960-2010

ICOR: 5 year moving average
(Russian Federation)

ICOR: 5 year moving average (India)

ICOR: 5 year moving average (Brazil)
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Source: Authors' calculations based on World Bank (2013), World Development Indicators (database)
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Firms integrating internationally and investing in
R&D and skills are more productive

Average TFP by firm ownership, normalised by industry

Average TFP by firm R&D expenditure, normalised by industry and
and year, 2002-10
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D.2 Innovating by using global knowledge and developing domestic capabilities
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Sources: World Bank (2013c), Doing Business (database) and Schwab, K. (2013), “World Competitiveness Report 2012-13”, WEF.
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Bigger firms tend to be more
productive

Gaussian kernel distribution of the log of firm p;oductiﬁty,_by size, 2002-10
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D.3 Reforming product, labour and financial markets, and developing skills
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Smaller firms are more likely to see
access to flnance as a serious constraint

Percentage of firms reporting financing as a “major” or “very severe”

obstacle to current operations, by firm size
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Notes: This figure shows the simple averages of country-level results across all 103 available countries.

Sources: Authors’ calculations based on World Bank (2013), Enterprise Surveys (database), World Bank,
Washington, DC.
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Growth potential is particularly high in financial
and business services

Manufacturing’s share of GDP in non-OECD countries versus financial and business services’ share
Shares benchmarked against OECD average

@® GDP per capita <2 000 USD © 2000 USD < GDP per capita< 5 000 USD @ GDP per capita > 5000 USD
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Shifting labour to more productive sectors
IS fading In some countries

Shift-share decomposition of productivity growth, average annual growth over 2000-09 (%)
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(WI0D): Contents, Sources and Methods”, WIOD Working Paper Number 10
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D.5 Shifting labour to more productive sectors




...the same holds for Thailand

GDP growth contributions (in percentage points), by production factors, in Thailand
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...for example in business services, accumulation
of skills and physical capital is key

Skill intensity versus labour productivity Physical capital intensity versus labour productivity
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D.6 Reaping factor accumulation-led growth




How the BRIICS stand in the world income
distribution relative to the United States
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D.7 Ensuring equal opportunities




Inequality Is Increasing In some

of

the BRIICS
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Regional productivity levels are
converging in some countries

Output per worker and compound annual growth over various periods, by region

China, 2002-07 Colombia, 2005-07
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D.8 Developing regional policies




Some emerging economies are improving
energy efficiency in manufacturing

Tonnes of oil equivalent used per thousand 2002 USD value added in selected manufacturing
industries and compound average annual growth in energy intensity, 2000-09
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Sources: Authors’ calculations, using IEA (2012), World Energy Statistics and Balances (database), International Energy ®>>
Agency; UNIDO (2013), INDSTAT4: Industrial Statistics Database, United Nations Industrial Development Organisation.
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Climate change will affect GDP

B. Shares of global economic impacts of climate change (central projection)
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C. Regional economic impacts of climate change to 2060 (central projection)
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Government vision and capabillity to
Implement reforms are key

Capacity within the public sector is required and can be improved, among others, by
performance-based assessments of public servants

Determined and target-oriented governments are essential to implement bold reforms
needed for sustained high growth

(e.g. Korea, Singapore, Chinese Taipei, Finland and Ireland — countries that have
avoided the middle-income trap — have developed such visions or long-term plans)

Incentives prioritising short-term gains at the expense of long-term goals should be
avoided

An effective and efficient government administration is needed that translates overall
targets into sectoral and line ministry targets

Broad-based support by multiple stakeholders is key to make bold steps and can be
obtained through consultation processes

The right circumstances are needed for bold reforms; prioritisation of the necessary

policy steps can help
S
OECD el&AVi

DEVELOPMENT CENTRE

D.10 Developing capability to formulate and implement plans




)

Annex 1: Additional statistics
comparing Thailand to its peers
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GDP performance varies greatly; all
underperform China

GDP, PPP (constant 2011 international $) Indexed GDP, PPP (constant 2011 international $), 1990=100
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Source: World Bank (2014), World Development Indicators (database) http://data.worldbank.org/data-catalog/world-development-indicators.




Many emerging economies have decreasing
GDP growth rates

Real GDP growth (annual % change) and difference in

growth rates Real GDP growth (average annual % change)
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...although most of them are catching up in
terms of per capita iIncomes

GDP per capita, PPP (constant 2011 international $); relative to United States
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Source: Authors’ calculations based on World Bank (2014), World Development Indicators (database) OECD eol2)Yi
http://data.worldbank.org/data-catalog/world-development-indicators DEVELOPMENT CENTRE




Extreme poverty Is decreasing in many
emerging economies

Poverty headcount ratio at $2 a day (PPP) (% of population)
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Some emerging economies are particularly
export-dependent

Export share in GDP
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... and thus natural resource rents in DC

countries are growing

Total natural resources rents (% of GDP)
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catalog/world-development-indicators.
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Emerging economies should continue to
Invest heavily

Investment share in GDP, in %
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In some emerging economies the
competitiveness-score Is decreasing

Global Competitiveness Index, 1-7 (best)
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In some of fast growing emerging countries,
regulations are the least business-friendly

Ease of doing business index (1=most business-friendly regulations)
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Source: World Bank (2014), World Development Indicators (database) http://data.worldbank.org/data-
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Governance may constrain development
IN many emerging economies

World Bank Governance Indicators

Control of corruption Government effectiveness Political stability and absence of violence/terrorism
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The most important export products

The 5 most important export products and their share in total merchandise exports, in %

Vietnam Indonesia
% %
25 35
30
20
25
15 20
10 15
I :
5
. . B l H N
0 0 I
Electrical Mineral fuels, Footwear, Art of apparel Art of apparel Mineral fuels, Animal/veg Electrical Rubberand Ores, slag and
mchy equip oils & product gaitersand & clothing & clothing oils & product fats & oils & mchy equip articles ash.
parts thereof of th the like; par access, N access, of th theirclea  parts thereof thereof.
% Thailand
18
16 -
14 -
12
10 -
8 .
6 -
4 -
2 -
0 T T T 1
Nuclear reactors, Electrical mchy Vehicles o/t Rubber and Mineral fuels, OECD NeV
Source: UN Comtrade (2014) boilers equip parts  railw/tramw roll- articles thereof. oils & product DEVELOPMENT CENTRE

stock




