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GROWTH AND UTILIZATION OF LABOR IN THAILAND

By Pichai Charnsupharindr*

Against the impressive performance of the Thai economy and the average
annual population growth of over 2.5 per cent per annum the past three decades,
this paper looks into whether the economy has provided better job opportunities
to the people. The focus of the discussion is the changes in the level of labor
absorption of each sector of production in the Thai economy, including the fac-
tors which determine these changes. Such aspects as population growth, labor
force participation, labor absorption by region, and educated unemployment
are analyzed.

Generally, the analysis shows that in spite of three decades of sustained
growth, unemployment and underemployment are still major problems. Based
on the findings, the paper recommends that the government undertake measures
to reduce the population growth to less than 2 per cent per annum in the 1980s,
to lessen income disparity between regions through industrial development in
the rural areas, to enhance agricultural productivity, to promote industries which
have a high employment absorption rate of income, and restructure the educa-
tional system to make it more responsive to labor demands.

I. Introduction

The Thai economy performed considerably well in the 1950s
and gained its momentum in the 1960s. The average real annual
growth rate during those periods were 5.24 per cent and 7.26 per
cent, respectively. Furthermore, the economy also enjoyed two de-
cades of relative stability with low inflation rate, as a result of the
favorable international economic situation, and high saving and in-
vestment generated by both domestic and foreign capital inflows.
Although domestic resources played a significant role in the develop-
ment of the Thai economy, the assistance from the United States in
terms of grant-in-aid and military expenses during the 1960s and
foreign direct investment, particularly from Asian countries such as
Japan, in the latter half of the 1960s, also played a major role in the
development of the Thai industrial sector. In the 1970s, however,
due to the unfavorable international economic situation, Thailand
as well as other countries experienced a decade of instability with
high inflation and recession. This was due mainly to: a) the United
States policy toward suspension of the convertibility of the US
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dollar into gold or other reserve assets in 1971 and, b) two oil price
hikes in 1973 and 1979. Although the Thai economy, whose imports
and exports combined consist of more than 40 per cent of GNP, was
affected by the changing international order, the real average annual
growth rate was registered at 6.49 per cent in that decade.

With three decades of sustained growth, the Thai economy was
gradually transformed from a traditional agriculture-dominated
economy to a modern economy. The industrial and service sectors
combined increased its share in GDP from 55 per cent in 1950 to
74.9 per cent in 1980. This was the result, to a large extent, of the
government industrialization policy which encouraged imp ort substi-
tution-oriented type of industries in the 1960s. Although export pro-

motion was vigorously introduced in the 1970s, it produced little
success. With this basic import-substitution policy of industrializa-
tion, importation of consumer goods had been replaced largely by
intermediate inputs. This was so because most of the import substitu-
tion industries were assembly industries in which value added was
low but import dependence was high. Consequently, the country had
suffered a widening balance of trade deficit in the past decades.

Against this impressive performance of the Thai economy and
against the average population growth rate annually of over 2.5 per |
cent in the past three decades, it is interesting to know whether the
economy has actually provided better job opportunities to the
people. The main objective of this paper, therefore, is to investigate
the changes in the level of labor absorption of each sector of produc-
tion and factors which determine those changes. A detailed analysis
of the population growth, labor force participation, labor absorption
by region and educated unemployment will also be pursued.

2. Data

Since the nature of employment in Thailand as well as in many
other developing countries is characterized by short-term contracts,
instability and seasonality, the western concept of employment
wherein the respondent is asked to review his employment situation
in one reference week cannot adequately reflect the true picture of
the employment situation (Oshima, 1976). Furthermore, the defini-
tions of employed and unemployed persons in the Thai population
census are varied and inconsistent within the whole series. The 1947
and 1960 census treated farmers “waiting for the season to begin as
employed while the 1970 and 1980 census treated them as un-
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employed. At the same time, persons who were employed at any
given time within the past twelve months were treated as employed
in the sectoral figures in all of the series. In effect, the persons “wait-
ing for season to begin” were treated as employed.

In order to correct the inconsistency in the aggregate and sec-
toral data and between each census’data, the writer decided to treat
“persons waiting for the season to begin” as employed persons.
Secondly, the conventional method used to correct the degree of
underutilization of labor was to compute the full-time equivalent of
the labor force, However, there are cases like Thailand wherein the
adjusted employment figure turns out to be bigger than the unad-
justed one (Spoelstra and Isarangkun, 1976), which can be inter-
preted as an underutilization of the Thai labor force. In view of this
deficiency in the census data, the problem of labor underutilization
will be investigated by using the labor force survey data. Since 1977,
the labor utilization concept has been used in the labor force survey.
Persons who were in the labor force were divided into fully utilized
and underutilized in which underutilized persons were further classi-
fied into unemployed and underemployed. Underemployed persons
were identified by three different criteria, namely income, hours of
work and mismatch. In short, persons who eam less than a certain
amount of income, or work less than a certain number of hours a
day, or is employed in a job that required a lower educational at-
tainment, would be classified as underemployed.

In addition, the whole series of labor force surveys would be
used to supplement whatever detailed information was needed.

3. Supply of Labor

The state of the labor supply is investigated in this section by
looking at the following information: 1) size of population and
its growth, 2) working age population,3) labor force participation
rate, and 4) unemployed and underemployed persons.

3.1 Population

The population in Thailand in 1947, 1960, 1970 and 1980 and
its corresponding growth rate are presented in Tables 1 and 3, res-
pectively. Total population increased from 17.4 million in 1947 to
44.8 million in 1980, representing an average increase of 2.67 per
cent per annum. The absolute increase of 27.4 million in the past 33
years was considered very high as compared to the population in
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1850 which was only 5.5 million (Ingram, 1971). However, when the
growth figures were broken down into three periods, it showed a
decreasing trend. It dropped from 3.2 per cent during 1947-1960
to 2.68 per cent during 1960-1970 and further down to 2.63 per
cent during 1970-1980. This decreasing trend was a result of the
government efforts to bring down population growth in the latter
half of the 1960s. Nevertheless, that prevailing rate of growth was
still high, taking into account the economic situation of Thailand and
the world in the 1980s. It was unlikely that the world economy in the
1980s could be as favorable as the golden age of the 1960s, With the
depletion of natural resources, especially the arable agricultural
lands, combined with the decreasing trend of the world price of
agricultural products, the future prospect is not very bright for
Thailand,

Although the average rate of growth showed a decreasing trend,
the population increased from an annual average of .67 million
during 1947-60 to .81 million during 1960-70 and reached 1.04 mil-
lion during 1970-80 (see Table 2). It certainly was not an easy task
for the government to provide adequate basic needs for an additional
1 million people each year. Comparing the population growth by
region, a municipal area had a higher rate of growth. The population
of Bangkok Metropolis (Bangkok and Thonburi) increased from 1.7
million in 1960 to 2.4 million in 1970 and reached 4.8 million in
1980, representing an annual average growth of 3.78 per cent during
19580-70 and 6.12 per cent during 1970-80.

High population growth and migration are the major factors
causing the rapid expansion of Bangkok Metropolis. In spite of the
government’s efforts to develop this capital city, the socioeconomic
problems continue to mount. Although open unemployment is still
relatively low, it continues in a rising trend. The inadequate supply
of utilities, housing and transport facilities rises with increasing social
problems. Slums, squatters and traffic congestion are prevalent in the
city. With the sinking of the city due to excessive utilization of well
water in the suburban areas and with the poor drainage system, the
city experienced a series of floods in recent years. In late 1983, a
Jarge portion of the city was under water for more than three
months. Furthermore, crime rate was also on the rise. In view of all
these mounting problems, the most likely way to lessen the pressure
was to slow down the population growth by means of checking the
number of migrants to the city. Since the major factor in rural-urban
migration is the income differential between these two regions, the
solution, therefore, is to put more efforts on rural development,
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especially in the northeastern and northern parts which are tk
poorest regions in Thailand.

3.2 Working Age Population

The working age population and its corresponding growth rat
are presented in Tables 4 and 5, respectively. This group increase
from 11.8 million in 1947 to 32.3 million in 1980, representing a
annual average increase of 2.81 per cent. Out of that working age p¢
pulation, there were 9.7 million in 1947 and 21.7 million in 198
who actively participated in the labor market.

The average growth of the labor force during 1947-80 was 2.3
per cent annually. If the growth figures were broken down into thre
separate periods, namely 1947-60, 1960-70 and 1970-80, the averag
annual growth varied between 2 and 2.74 per cent, resulting in a
average yearly increase of about 300,000 during 1947-70 an
500,000 during 1970-80. Although the labor force had increased, th
labor force participation rate consistently declined from 82 per cen
in 1947 to 67 per cent in 1980. This could be due to the increase i
per capita income and the massive increase of secondary and highe
education in the late 1960s and 1970s. It was, therefore, expecte
that educated labor participation would increase in the 1980s. Fe
male labor force participation rate was lower as compared to th
overall rate and it also suffered a declining trend. Although femal
labor force participation rate dropped from 79 per cent in 1947 t«
60 per cent in 1980, it was still considered high as compared to manj
other countries. (See Table 6.)

Despite the fact that educated unemployment was statistically
low, the news reports in late 1983 showing thousands of applicant
to a few hundred posts or people accepting jobs with a much lowe
education requirement, all indicated the seriousness of the problem
And with the projected increase of the supply of labor with highe:
educational attainment in the 1980s, industries and services sector:
which absorbed most of them had to expand quickly in order to tac
kle that problem.

3.3 Degree of Labor Absorption

About 99 and 97 per cent among the working age populatio
who actively participated in the labor force were employed in 196!
and 1980, respectively. The unemployment rate increased fron
about 1 per cent in 1960 to 3 per cent in 1980. Since the existin
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business activities were mostly of self-employed, short-term and in-
formal nature, unemployment figures were, therefore, extremely
low. In a developing country like Thailand, the majority are poor and
can ill afford to be unemployed. When they cannot find a permanent
job, they will take up an informal type of work. It is well recognized
that the labor problem facing Thailand is more of underemployment
than unemployment

In the absence of labor utilization data, Lawrence Chau (1976)
suggested that the data on the employment status of the labor force
can roughly indicate the degree of labor utilization. A supply-deter-
mined type of employment is likely to have a higher degree of under-
employment as compared to demand-induced type of employment.
In general, the self-employed is classified as the first category while
wage and salary earners are classified as the second category. Fol-
lowing this line of thought, the Thai labor force is believed to have a
high degree of underemployment since own account workers and un-
paid family workers accounted for about 80 per cent of the total
labor force. However, it decreased from 87 per cent in 1960 to 79
per cent in 1980 (see Table 7). By sector, the self-employed com-
prised more than 90 per cent and more than 80 per cent in agricul-
ture and commerce, respectively; it comprised the least in the utili-
ties sector. In sum, Thailand being an agriculture-dominated eco-
nomy in which self-employment is a predominant characteristic, the
degree of underutilization of its labor force is believed to be high.

Since 1977, the National Statistical Office has employed the
labor utilization concept in the labor force survey. The survey is con-
ducted twice a year — Round I during the slack season (January-
March) and Round II during the harvest season (July-September).
Since farmers “waiting for season to begin” are excluded from the
labor force by the survey, labor force participation and unemploy-
ment rates are expected to be higher in Round II as compared to
Round L The utilization of labor is presented in Table 8. The per-
centage share of ‘adequately utilized labor increased while under-
utilized persons decreased during 1977-81. The underutilization
rates dropped from 29.4 per cent in 1977 to 21.2 per cent in 1981
(Round I figure), or from 31.3 per cent in 1977 to 18.9 per cent in
1981 (Round II figure). However, the unemployment rates increased
from 5.2 per cent in 1977 to 19.8 per cent in 1981 (Round II fi-
gure). The students comprised the biggest group of persons who were
not in the labor force. In sum, the Thai employment figure showed
that the industrialization had gradually changed the structure of
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THAILAND

labor utilization toward lesser underemployment but larger open un-
employment.

4, Economic Growth and Labor Absorption

Since 1950, the Thai economy has enjoyed three decades of
sustained economic growth. As shown in Table 9, average annual
growth rate of GDP in real terms was 5.24 per cent in the 1950s,
7.26 per cent in the 1960s and 6.45 per cent in the 1970s. Conse-
quently, GDP increased from 41 billion baht in 1950 to 294.3
billion baht in 1980. The economy has been transformed consider-
ably from agriculture (A sector), to industry (M sector) and services
(S sector). The A sector had decreased its share in GDP from 45.1
per cent in 1950 to 25.1 per cent in 1980. Meanwhile the M and the
S sectors had increased from 21.9 per cent and 33.1 per cent in 1950
to 36.6 per cent and 38.3 per cent in 1980, respectively. It is inte-
resting to note that the. utilities sector enjoyed the highest rate of
growth throughout the past three decades, followed by the construc-
tion, commerce and manufacturing sectors. Least in growth per-
formance was the agricultural sector.

The growth of employment is closely related to the growth of
national product, although there are a host of other variables in-
volved in the interacting process other than those two variables, such
as capital, technology, and public infrastructure. Table 10 shows the
number of employed population in 1947, 1960, 1970 and 1980 and
its growth. The average employment growth during 1940-80 was
2.53 per cent annually, and this is broken down as follows: 2.61 per
cent, 1.68 per cent and 3.71 per cent for 1947-60, 1960-70 and
1970-80, respectively. As a result, the number of employed (aged 15
years old and over) increased from 8.9 million in 1947 to 21.8
million in 1980. Using as basis those 11 years old and over, the em-
ployment figure increases from 13.7 million in 1960 to 23.2 million
in 1980. The employment figure also showed a gradual change in
employment structure from the A sector to the M and S sectors;
however, the process was somewhat slow compared to the change in
the productive structure. The share of employment in the A sector
dropped from 84.8 per cent in 1947 to 71.1 per cent in 1980 while
those of the M and S sectors increased from 3.1 per cent and 10.9
per cent in 1947 to 10 per cent and 16.1 per cent in 1980, respec-
tively. In the M sector, manufacturing contributed the highest em-
ployment absorption figure.
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On a yearly average, the absolute increase in employment was
from 283,000 during 1947-60 to 682,000 during 1970-80. During
1947-60, 73.7 per cent of the increase in employment was absorbed
by the A sector while the remaining 12.3 per cent was absorbed by
the M sector and 11 per cent by the S sector. However, during 1970-
80, the absorptive capacity changed to 56.4 per cent, 14.4 per cent
and 22.8 per cent for the A, M and S sectors, respectively. Although
the absorptive capacity of the A sector declined as compared to the
M and S sectors, the A sector still plays a significant role in labor ab-
sorption in the 1980s.

4.1. Labor Absorption in the A Sector

The average annual growth rate of the A sector was 4.17 per
cent, 5.25 per cent and 4.19 per cent during 1950-60, 1960-70 and
1970-80, respectively, resulting in an increase of its output in real
terms from 18.4 million in 1950 to 73.9 million in 1980. However,
its contribution to GDP decreased from 45.1 per cent in 1950 to
25.1 per cent in 1980. This was due mainly to the relatively high
growth in the M and S sectors. The overall performance of the A
.sector in the past decades was considerably good, especially in the
1960s. This was due mainly to the great world demand for agricul-
tural products in the 1950s and the 1960s. In response to the increas-
ing world ‘demand, infrastructure like irrigation dams and roads were
built, and agriculture extension services were expanded in the 1960s,
resulting in an increase in rice and other highland crops like maize,
kenaf, tapioca, which in turn resulted in a great degree of diversifica-
tion of agricultural products. With the exception of the central
and lower parts of the northern region, the increase in production
was mainly due to the expansion of arable agricultural lands.

After three decades of growth, employment absorption by the
A sector increased from 7.6 million in 1947 to 15.5 million in 1980,
representing an average increase of 2.07 per cent annually. If the
growth figires were broken down into three separate periods,
1960-70 had the lowest rate of growth of 1.22 per cent against 2.37
per cent during 1947-60, and 2.82 per cent, during 1970-80. Table
11 shows that paddy employed about 80 per cent of total employ-
ment in the A sector. But cassava had the highest rate of growth in
employment during 1970-80 followed by rubber and maize. Fruits
had the lowest employment growth rate during the same period.
Although cassava, rubber and maize combined employed about 15
per cent of total employment in the A sector, the potential of these
industries to absorb a bigger share of labor in the future is great.

- 4%
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4.2. Labor Absorption in the M Sector

The average rate of growth in output of the M sector was 6.51
per cent during 1950-60, 8.81 per cent during 1960-70 and 8.14 per
cent during 1970-80 which exceeded the average growth rate of all
sectors of its respective time period. In the M sector, manufacturing
contributed 20.9 per cent to GDP in 1980 against 36.6 per cent |
which was the entire M sector’s contribution to GDP. Manufacturing
enjoyed an average growth rate of 9 per cent annually in the past two
decades. This was the result of the government’s economic develop-
ment policy in the 1960s which emphasized infrastructure building
and the promotion of private investment. In addition, the demand
for domestic manufacturing products increased due to import restric-
tion and increase in purchasing power caused by rising world demand
for Thai agricultural products.

Although the M sector has the highest rate of growth in employ-
ment among the three main sectors in the past three decades, the
share in total employment was only 10 per cent in 1980, Out of the
10 per cent, 5.8 per cent was contributed by manufacturing industry
against 1.8 per cent by transportation, 1.6 per cent by construction,
0.4 per cent by mining and 0.27 per cent by utilities. The average
annual employment rate of growth of mining, construction and
utilities ranged from 5.78 per cent to 5.45 per cent while manufac- |
turing and transportation ranged from 4.79 per cent to 4.44 per cent f
during 1947-80. Of the average of total employment increase each
year during the last three decades, the M sector absorbed 14.8 per
cent which can be broken down as follows, 8.3 per cent in manufac-
turing, 2.7 in transportation, 2.6 in construction, 0.7 in mining and
0.4 in utilities.

Table 11 provides a more detailed information of employment
generation by the M sector by showing employment data by indus-
tries. During 1970-80, under mining industries, employment in tin
mining increased by 10 per cent yearly as against a negative growth
in other industries. Under the manufacturing sector, four industries
increased employment of more than 10 per cent a year during
1970-80. These four industries were: 1) canning and preserving of
fruits, vegetables and fish, 2) manufacture of plastic, nylon and plas-
tic, nylon products, 3) manufacture and repair of machinery, and 4)
manufacture and repair of electrical and electronic machinery, ap- |
pliances and supplies. The rest of the industries under the manufac-
turing sector increased employment of more than 5 per cent a year
with the exception of seven industries which increased less than 5 per
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cent. Those seven industries were 1) rice mills, grain mills and manu
facture of rice and grain products, 2) manufacture of flour products
3) sugar factories and manufacture of sugar confectionery, cocoa anc
chocolate products, 4) manufacture of tobacco products.and snufi
5) ice factories, 6) manufacture of food products, n.e.c., and 7) saw
mills, planning mills and plywood factories. Employment generatio:
under the utilities sector was high, except in the sanitary service
industry. On the other hand, most of the industries under the trans
portation sector performed poorly, except storage and warehouse
radio and television broadcasting; post, telegrams and telephone
aircraft transport and related services.

4.3. Labor Absorption in the S Sector

The output of the S sector grew at an average yearly rate c
5.67 per cent, 7.95 per cent and 6.29 per cent during 1950-6(
1960-70 and 1970-80, respectively. The 1960s was the best decad
for this sector and all the other sectors of the economy. The cor
tribution to GDP increased from 13.5 billion baht in 1950 to 112.i
billion baht in 1980, representing 33.1 per cent and 38.3 per cent ¢
GDP in 1950 and 1980, respectively. The commerce sector’s shar
was 16.0 per cent while that of services was 22.3 per cent of the tota
GDP in 1980. This, again, confirmed the favorable world economi
condition in the 1950s and the 1960s and the government policy ti
promote private enterprises in the 1960s. Conservative monetar.
policy in the 1960s also contributed to a subsequent sound an
stable growth of the financial institutions of the country.

The employment growth rate of the S sector was higher tha
the overall growth rate in the past decades. As a result, employmer
increased from 980,700 in 1947 to 3,520,500 in 1980, representir
an increase in the share to total employment from 10.9 per cent t
16.1 per cent, respectively. In 1980, the commerce and services se
tors contributed 7.1 per cent and 9 per cent, respectively. Th
average annual increase of employment of the S sector was 31,30
during 1940-60 and 152,300 during 1970-80. Out of the total year]
increase in employment during 1970-80, 22.3 per cent was absorbe
by the S sector, in which the commerce and services industrie
shares were 10.4 per cent and 11.9 per cent, respectively.

5. Labor Absorption Rate of Income

One way to measure the absorptive capacity of a producti
sector is to compute the labor absorption rate of income (emplo

131
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ment - income elasticity) of that particular sector. The labor absorp-
tion rate of income is defined as the percentage change in employ-
ment with respect to the percentage change in income (output). If
a stands for labor absorption rate of income, Gy for employment
growth rate and G, for income growth rate, then « =—éﬂ. @, there-

fore, refers to the percentage change in employment dug to one per-
centage change in income. The higher the a, the greater the absorp-
tive capacity of that sector.

Table 12 shows that the labor absorption rate of income of all
sectors dropped drastically during 1960-70 to 0.263 as against 0.49¢
during 1950-60 and 0.511 during 1970-80. This was mainly due tc
the low labor absorption rate of income of the A sector, which was
only 0.289 compared to 0.568 during 1950-60 and 0.575 during
1970-80. This might be the result of the increase in agricultural out-
put via increase in yield per rai in the 1960s relative to the 1950s and
the 1970s. With the completion of big irrigation projects in the
1960s, double cropping was made possible in some regions, particu-
larly in the central and lower northern parts of Thailand. Conse-
quently, labor utilization became more intensive as compared to the
1950s and the 1970s.

The absorptive capacity of the M sector was high in the 1950s
but declined in the 1960s and the 1970s. This might suggest that in-
dustrial promotion in the 1960s and the 1970s was biased toward
capital intensive industries than labor intensive industries. Among the
industries which were under the M sector, construction, being a labor
intensive industry, had the highest labor absorption rate of income.
Meanwhile, the absorptive capacity of the S sector increased drasti-
cally in the 1970s as compared to the 1950s and the 1960s. This was
due mainly to the drastic increase of the labor absorption rate of
income of commerce industries.

To compute the labor absorption rate of income by industry,
the employment figures by industry presented in Table 11 need to be
adjusted in order to fit into the output by industry figures. Table 13
shows that among the industries under the A sector, maize, rubber
plantation and tapping rubber latex, cassava, coconut and fishing
have great potential in labor absorption. Their labor absorption rate
of income was greater than 1. Industries which had the labor absorp-
tion rate of income of greater than 1 in the M sector were: 1) tin,
2) manufacture of food, beverages and tobacco, 3) rubber and rubber
products, chemical and petroleum, 4) construction, 5) electricity,
and 6) water supply. The industries within the S sector which had a
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Table 13 — Average Annual Growth Rate of Employment, Output
and Labour Absorption Rate of Income, 1970-1980

(in per cent)
Industry G g S
GY

L. Agriculture
1)  Paddy 1.46 5.92 .247
2)  Maize 5,59 4,32 1.294
3)  Rubber plantation and tapping rubber latex 5.91 5.83 1.014
4)  Cassava 12.86 21.04 1.068
5) Coconut 3.58 2.32 1.522
6)  Vegetables 3.14 4.38 0.717
7)  Fruits 0.18 6.35 0.028
8)  Other crops 3.06 6.32 0.484
9)  Livestock and livestock products 0.82 6.32 0.130
10) Fishing 4.72 2.29 2.061
11) Forest and forest products 1.22 4.04 0.475
[I.  Mining
1) Tin 10.0 8.86 1.130
2)  Other metal mining and non-metallic mining -2.15 5.16 -0,417
[I.  Manufacturing
1) Manufacture of food, beverages and tobacco 5.19 4.561 1.161
2)  Textile wearing apparel, made-up textile

goods and leather industries 6.40 11.10 0.577
3)  Wood and cork, furnitures and fixtures 4.52 6.49 0.696
4)  Paper and paper products, printing and

allied industries 6.67 9.24 0.722
5)  Rubber and rubber products, chemical

and petroleum 8.70 7.89 1.103
6)  Metal and metal products, machinery and

equipment 8.09 10.76 0.752
7) Non-metallic mineral products and other

manufacturing industries 6.32 8.22 0.769
IV, Construction 6.39 6.10 1.048
V.  Utilities
1)  Eleetricity 9.21 3.32 2.774
2)  Water supply 10.0 4.62 2.169

VI. Transport 4.50 18.27 .246
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Table 13. (Continued)

n
Industry Gy Gy gl
y
VII. Commerce
1)  Wholesale and retail trade 6.16 12.56 .490
2)  Bank and financial institution,
insurance and real estate 12,78 9.35 1.367
VIII. Services
1)  Public administration and defense 5.62 6.06 932
2)  Education 8.83 8.34 1.059
3)  Medical and health 9.02 7.46 .953
4)  Recreation and entertainment 3.85 0.69 5.5680
5)  Domestics 2.91 3.33 .874
6) Hotel and restaurant 1.93 5.73 .337
7)  Other services -4.66 2.16 -2.111

Sources: 1) Population census, National Statistical Office, Office of the
Prime Minister, Thailand; and 2) National income of Thailand 1970 and 1980,
the National Economic and Social Development Board, Office of the Prime
Minister, Thailand.

Note: GDP deflator: 1970 = 92.52

1972 =100
1980 = 233.9

great potential in labor absorption were 1) bank and financial insti-
tutions, insurance and estate, 2) education, and 3) recreation and
entertainment.

Overall, with the share in employment of only 10 per cent in
the M sector and 16 per cent in the S sector, the A sector could
remain the major source of employment absorption in the 1980s.
With the rapid increase in labor force in the 1980s, and the deple-
tion of arable agriculture land, it was expected that underemploy-
ment in the rural area would increase which would encourage more
rural-urban migration which, in turn, would create more open un-
employment in the city.

6. Employment by Region

As discussed briefly earlier, regional population and employ-
ment distribution could be one of the major problems in the 1980s.
To have a deeper understanding of the problem, this section will
discuss such aspects as the population, employment, labor utiliza-
tion, output and labor absorption between the five regions, namely
Bangkok Metropolis, central, northern, northeastern and southern
regions.
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6.1 Population and Employment

Tables 14 to 17 present the population and employment figures
of four regions. The Bangkok Metropolis had the highest popula-
tion growth during the past two decades, followed by the north-
eastern, central, south and northern regions. The population growth
rate of the Bangkok Metropolis and the northeastern area exceeded
the total population growth rate during 1960-80; on the other hand,
that of the northern part was the lowest mainly due to low fertility
rate resulting from an early introduction of family planning to this
region by a private non-profit organization in the early 1960s. On the
average, the northeastern region had the highest fertility rate fol-
lowed by the southern region. During 1974-75, the total fertility
rates of the northeast and the south were almost 1.7 times that of
the north or Bangkok Metropolis (Pasith-rathsint). This may suggest
that the high population growth of the Bangkok Metropolis and the
central region was mainly due to migration.

The labor force participation by region seemed to show that the
higher the per capita income of the region, the lower its labor force
participation rate. For instance the Bangkok Metropolis had the
highest per capita income, and the lowest labor force participation
rate, while the northeastern region had the lowest per capita income
and the highest labor force participation rate. In 1980, the labor
force participation rate of Bangkok Metropolis and the northeast
was 58.44 per cent and 71.60 per cent, respectively. In all regions,
the majority of the working age population who were not in the
labor force were classified as students.

If we compare the employment growth rate during the two
periods, namely 1960-70 and 1970-80, all the regions showed an
increase except the northeastern region. The employment growth
rate of the Bangkok Metropolis increased from 3.42 per cent during
1960-70 to 5.30 per cent during 1970-80, while in the northeastern
region the rate dropped from 2.26 per cent to 1.70 per cent, respec-
tively. All the other regions had a moderate employment growth rate
of less than 3 per cent a year.

Since the center of industrialization is located in the Bangkok
Metropolis and surrounding provinces in the central region, open
unemployment rates were high in these two regions. In 1980, the un-
employment rates of the Bangkok Metropolis and the central region
were 7.37 per cent and 3.43 per cent, respectively. Although the un-
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PICHA CHARNSUPHARINDR

employment rate in all the other regions increased from 1960 to
1980, it was still very low when compared with that of the developed
countries.

During the period 1970-80, the absolute yearly increase in em-
ployment was 115,900 in the central region, 105,000 in the north-

east, 96,900 in the north, 81,600 in the Bangkok Metropolis and
47,800 in the south which was equivalent to 25.9 per cent, 23.60

per cent, 21.6 per cent, 18.3 per cent and 10.7 per cent of the total
yearly increase in employment, respectively.

The percentage of adequately utilized labor in all the regions

increased from 1977 to 1981 (see Table 18), except in the Bangkok

Metropolis where it dropped from 70.77 per cent to 60.22 per cent.
In the central, north, northeast and south regions, the figure
increased from 75.88 to 79.12 per cent, 65.27 to 84.30 per cent,

50.80 to 83.08 per cent and 72.36 to 83.49 per cent, respectively.

Conversely, the percentage of inadequately utilized persons in the

Bangkok Metropolis increased while that in the rest of the regions |

decreased during the same period. However, the Bangkok Metropolis
had the highest open unemployment rate of 3.06 per cent in 1981.

In sum, the degree of labor utilization in the Bangkok Metropolis was
deteriorating while it was improving in the rest of the regions,

6.2 Income and Labor Absorption Rate

The contribution of the Bangkok Metropolis to GDP increased
from 28.80 per cent in 1970 to 34.24 per cent in 1980 while that for
the rest of the regions decreased during the same period (see Table
19). In 1980, the shares in output of the central, northern, north-
eastern and southern regions were 27.71 per cent, 13.04 per cent, ‘
14.68 per cent and 10.32 per cent, respectively. The Bangkok Metro-
polis and central regions combined contributed more than 60 per

cent of the total GDP, resulting in the widening of the regional per

capita income. In 1980, the per capita incomes of the five regions
were 21,347 baht, 8,344 baht, 4,208 baht, 2,738 baht and 5,372
baht, respectively.

While the Bangkok Metropolis was the biggest contributor to

GDP, it had the lowest employment absorption rate. In 1980, it ab-

sorbed only 8.64 per cent of the total employment against 21.91
per cent by the central, 22.28 per cent by the north, 35.81 per cent
by the northeast and 11.35 per cent by the south. However, the
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PICHAI CHARNSUPHARINDR

Table 19 — Employed Persons and GDP by Region 1970, 1980

(in thousands)
Region Employment GDP
1970 1980 1970 1980
Whole Kingdom 16,649 23,279 144,098 292,852
1) Bangkok Metropolis 1,136 2,013 41,499 100,270 I
(Per cent of total) 6.82 8.64 28.80 34.24
2) Central region 3,600 5,100 40,688 81,161
(Per cent of total 21.62 21.91 28.23 27.71
3) Northern region 3,701 5,188 23,179 38,191
(Per cent of total) 22.23 22.28 16.08 13.04
4) Northeastern region 6,261 8,336 22,245 42,994
(Per cent of total) 37.60 35.81 15.44 14.68
5) Southern region 1,951 2,642 16,487 30,236
(Per cent of total) 11.72 11.35 11.44 10.32

Sources: Population Census, 1970 and 1980, the National Statistical Office, Office
of the Prime Minister, Thailand; and National Economic and Social Development Board, Of-
fice of the Prime Minister, Thailand,

Bangkok Metropolis had the highest yearly GDP and employment
growth rate during 1970-80. It accounted for 8.29 per cent in GDP
and 5.57 per cent in employment (see Table 20). This seemed to
suggest that the Bangkok Metropolis had performed very well in both
production and employment absorption in the 1970s. The central
region ranked second in both GDP and employment growth rates
during that period. The average annual growth rate of GDP during
1970-80 in the other regions was 4.89 per cent for the north, 6.36
per cent for the northeast, and 5.89 per cent for the south. Mean-
while, the average annual growth rate of employment was 3.35 per
cent for the north, 2.84 per cent for the northeast, and 3.01 per cent
for the south. The industries which had the highest output growth
within its respective regions during 1970-80 were manufacturing in
the Bangkok Metropolis, utilities in the central region, services in the
north, mining in the northeast and services in the south. The indus-
tries which had the highest employment within its respective region
were commerce in Bangkok, utilities in the central, north and north-
east regions, and construction in the south.
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PICHAI CHARNSUPHARINDR

During 1970-80, the north had the highest labor absorption |
rate of income, followed by Bangkok, central, south and northeast
(see Table 21). The northeast, being the poorest in terms of GDP
per capita and the lowest in employment opportunity in terms of
labor absorption rate of income, deserves our special attention. More
efforts should be put to develop this region in the future.

Thus, it is very clear from our investigation that the regional
disparity in terms of income generation and employment opportuni-
ties is great. This has been the result of the government development
policy which gave no attention to the problem of regional develop-
ment during the First and Second National Socioeconomic Develop-
ment Plans, Although regional planning was included in the Third
and Fourth Plans, the results had been very discouraging.

7. Educated Unemployment

With the increased enrolment in the secondary and higher
education in the late 1960s and the early 1970s, a new labor force
with higher educational attainment is expected to increase in the
1980s. However, given the projected slowdown of growth in the
1980s, the future prospect for employment of persons with high
educational attainment is not so bright.

The employed persons by industry group and the levels of |
educational attainment for 1971 and 1981 are presented in Tables 22
and 23, respectively. About 95 per cent of labor with educational
attainment of 13 years and more, namely vocational, teacher train-
ing, technical vocational and academic education, in 1971 and about
90 per cent in 1981, were employed in the M and S sectors. How-
ever, the S sector hired 70.6 per cent of the total employment of
persons with vocational training, 94.2 per cent with teacher training,
77 per cent with technical vocational training, and 82.3 per cent with
university education in 1981. Among the industries under the S sec-
tor, the services industry had a bigger share in employment of labor
with higher educational attainment. Since the government sector is
the biggest employer in the services industry, its restriction to limit
the expansion of governmental personnel to less than 2 per cent a
year in the last few years has resulted in an increase in the number of
educated unemployed persons, especially among the new graduates.
Although the overall unemployment rate among the educated
laborers (see Table 24) ranged from 5 to 8 per cent in 1981, it may
not be considered very high. But with the expected increase in the
supply and the shrinking demand by the government sector,
the educated unemployed is expected to increase in the future.
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8, Conclusion

In spite of three decades of sustained growth, full employment

in the Thai economy is still far from reality. Underemployment and
unemployment will remain major problems of the 1980s. In order to

lessen the pressure arising from high population growth, a more vi-
gorous family planning campaign must be promoted to bring the po-

pulation growth down to less than 2 per cent per annum in the

1980s.

An unbalanced growth between regions results in unequal dis-
tribution of income, population and employment. It is, therefore,
imperative that regional planning be made as one of the top priorities
in the economic development policy of the 1980s. Measures to
reduce income disparity between regions such as rural development
and industrial development in the rural and small town areas should
be emphasized in the 1980s. Furthermore, since the agricultural sec-
tor still plays a paramount role in labor absorption in the 1980s,
underemployment and unemployment cannot be improved unless
agricultural productivity is improved.

Although agricultural development should be emphasized, we
cannot afford not to develop the M and S sectors. The industries
which have a high employment absorption rate of mcome should also
be promoted in order to absorb the increasing supply of labor.

Even though educated unemployment in general may not be a
serious problem in the 1980s, it will be a serious one in certain fields
such as social science, humanities, and teacher tfraining. Some
measures to restructure the educational system in response to the
pattern of demand of labor with higher educational attainment are
needed. Since most of the educated laborers are employed by the M
and S sectors, measures to increase employment of these two sectors
will benefit the educated laborers.
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