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Executive Summary

Analysis of Thai Labour Market

Thailand experienced rapid economic growth from the mid-1980’s to the early
1990’s.  Growth rates between 1990 and 1995 averaged 8-9 percent per annum.
However, the regional economic crisis in 1997 had significant impacts on the labour
market. This study provides an analysis of the Thai labour market, including the long-run
trends and the impact of the crisis, with an emphasis on five selected sectors permitted to
employ irregular migrants.

The population of Thailand is currently 63 million persons and is growing at one
percent a year. Declining population growth and a reduction in the labour force
participation rate has been observed for some time and will possibly impose a restriction
on the expansion of the labour supply in the future. Improving educational level of the
workforce will also contribute to a shortage of particular categories of labour.

Before the economic crisis, rapid economic growth was associated with a strong
demand for labour, especially in the industrial sector. Employment in industry increased
by more than two million persons between 1990 and 1995. This demand was satisfied
both by new entrants to the labour force and by the people previously employed in
agriculture. The rate of unemployment was stable at around 1-2 percent of the workforce.
After the 1997 financial crisis, conditions in the Thai labour market changed swiftly, and
the impacts still remain in the market. Total employment was suddenly reduced by one
million between 1997 and 1999. The decline in the industrial sector alone was more than
one million workers, with some absorbed by agriculture. The unemployment rate
increased sharply from 0.88 percent in the third quarter of 1997 to 4.78 percent in the first
quarter of 1998. During the 31 quarter of 2000, there were 32.83 million employed
persons, 48 percent of whom were in agriculture and another 18 percent in industry. The
unemployment rate stood at 4.95%. Most of the unemployed held only the primary
education level, but those having higher education than the lower secondary level faced
the highest unemployment rate.

The farming sector (excluding rice farming) contributed around 2.6 percent of the
total GDP in 1998, which has steadily declined over the last few decades. The sector
employed between 5-7 million Thais in 2000, with the number fluctuating by season.
Evidence of labour shortages in this sector was shown by the rapidly increasing wages in
the sector during the early 1990’s. However, wages significantly declined after the crisis,
indicating a lessening of the labour shortage. Average monthly wage for an employee in
this sector was around 3,000 baht in 2000. The number of registered irregular migrants
was 103,338 persons in 2001, which is almost 20 percent of the total number of registered
migrants and about 10 percent of low-skilled Thai employees in this sector.

In 2000, there were 131,000 Thais working in the marine fisheries sector
(excluding related industries). Forty percent of workers were private employees, who
received an average wage of 4,140 baht a month. Wages in this sector continually
increased until 1999, but then declined, along with the labour shortage. Employees in this
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industry work 65-70 hours a week. The long hours are believed to be a major deterrent
for Thai workers to participate in this sector. The number of registered migrants is
103,375 persons in the marine fisheries and related industries. Astonishingly, when
focused only at the marine fisheries business, the number of registered migrants in 2001
is about 130% of low-skilled Thais in this sector.

The share of the textile and garment industry in GDP peaked at nine percent in
1990 and had declined to eight percent in 1998. However, the numbers employed in the
industry increased during the 1990s, with the employment of 1-1.3 million Thais in 2000.
Private employees receive an average monthly wage of 4,730 baht. Signs of a labour
shortage were seen before the economic crisis, but have since disappeared. The number
of registered migrants in the industry is not known, as the industry is combined with other
industries in the registration data. It is believed that hiring more irregular migrants in this
sector may distort the employment and wage structure of the labour market as a whole.

Employment in the construction industry increased from one million in 1990 to
three million in 1995, and accounted for 10 percent of GDP in both years. After the
crisis, employment reduced to 1.5 million between 1998 and 2000 and the contribution to
the GDP dropped to five percent in 1998. Employees receive an average monthly wage
of 4,940 baht, the highest level of the five sectors included in this study. There have been
no signs of recovery of the construction industry. There were 47,320 registered migrants
working in this sector in 2001. The ratio of registered migrant workers to low-skilled
Thai workers is at 5%, the lowest among all types of business allowed to employ
migrants. However, because of the low dependence on migrants and large number of
unemployed low-skilled Thais, the question still remains whether we should allow the
foreigners to work in this industry. We found no justification for the employment of
foreigners in this particular sector.

A shortage of housemaids is clearly seen in the escalating wages in this sector.
Even though average wages declined 10 percent in 1999 as a result of the economic crisis,
the average annual percentage growth of wages in this sector was 6.8 percent in the
1990s. In 2000, the average wage was 3,630 baht a month. The number of Thai
housemaids in 2000 was 0.22 million persons, and the number of registered migrants is
92,389 persons, or 15 percent of total registration and 46% of low-skilled Thai
housemaids. Increasing the wages in this sector should attract Thais into the sector,
while employment of alien workers may depress sectoral wages and drive Thai workers
away from the sector.

According to TDRI’s forecasts, total employment will increase from 33.3 million
in 2001 to 36.7 million in 2006. Significant growth will occur in the service sector, while
the needs for labour in industries will slowly increase. Agriculture will experience little
employment growth. The unemployment rate will increase from 5 to 5.5 percent for the
first quarter of 2001 and 2006 respectively and from 2.4 to 4 percent during the third
quarter of 2001 and 2006 respectively. Unemployment will be most severe among
educated workers, with uneducated more likely to experience underemployment.

' The number of Thai workers only refers to the marine fisheries industry while for
registration purposes the marine fisheries and related industries are combined.

Analysis of Thai Labour Market i
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From the macroeconomic perspective, a distinction should be made between
short-run economic expansions versus long-run sustainable development. The simple
question is what would happen if Thailand could not hire irregular workers. Long-run
policies should aim to reduce the dependence on these workers. Promotion of labour
substituting technologies should be implemented to take the pressure off the demand for
low-skilled labour.

Analysis of Thai Labour Market i1
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I. Introduction

The recent results of open registration of irregular migrant workers in Thailand
revealed that there were 568,249 migrants from Burma, Laos and Cambodia reported for
the registration in 2001. Even though it is speculated that there were still thousands of
illegal migrants who did not show up for the registration, this amount of registered
irregular migrants already accounted for 1.7% of total Thai workforce. Concurrently, the
National Statistical Office (NSO) reported the unemployment rate of 2.12%, or there were
710,000 unemployed Thais during the 3" quarter of 2001. This situation made Thai
people wonder why the Thai Government allowed so many irregular migrants to work in
this country while thousands of Thai workers still struggled to get jobs. Should the
Government expel all irregular migrants to create job vacancies for Thai workers?

The paper mainly aims to give a broad answer to the question. The objectives of
this study are as the followings:

1) To provide an overview of Thai sectoral economic development and social
trends during the past decade,

2) To review sectoral labour market trend during the past 10 years,

3) To provide a short-term sectoral employment projections by gender and
education, and

4) To provide highlights of summary and conclusion from the above analysis.

Out of 10 types of business allowed for the irregular migrant registration, this
study focuses only 5 types—which are agriculture, marine fisheries, construction, textile
and garment, and housemaid. Major piece of the information is from the Labour Force
Survey (LFS) conducted by the National Statistical Office (NSO). The study covers the
period mainly from 1991 to 2000. The reason for not including the latest information in
2001 is because of the modification of definition since the 2001 LFS, which makes the
new series incomparable to the old ones. Most of the definitions are consistent with the
definitions used by the NSO except the definition on the age level of a person to be
included in the labour force. While the NSO has shifted the minimum working age from
13 to 15 years since 2001, this study counts only people aged 15 and above as the labour
for all period. Other macroeconomic data from other sources such as the Ministry of
Labour and Social Welfare (MOLSW), the Office of National Economic and Social
Development Board (NESDB), and the Bank of Thailand (BOT) are also used in different
sections according to the requirement. Statistics about the number of registered irregular
migrants are obtained from the Office of Administrative Commission on Irregular
Migrant Worker (OAM), MOLSW.

This paper consists of 4 sections. The introduction, objectives and scope of study
are included here as the first section of the study. The discussion about the past and
present Thai labour market at the macro level is presented in the following section. Also,
the projection of the labour market is intentionally placed in section II to help lay down
ideas about the future market before the analysis and suggestion for each sector will be
made. Then, section III concentrates on our 5 specific sectors—that are agriculture,
marine fisheries, textile and garment, construction, and housemaid in that order. Analysis
of each sector includes background of the sector, trend of employment and other labour
related factors, level of dependence on irregular workers, and suggestions. The last
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section summarizes major findings of the study and provides suggestions for the
comprehensive policy on the irregular labour migration.

II. Thai Labour Market and Forecast
2.1 Labour Force

The population of Thailand in 2000 was approximately at 63 million persons. Of
this number, there were 34.38 million persons in the labour force, separated into 33.48
million employed persons and 0.9 million unemployed persons. Size of the workforce
had continually increased from 31.13 million persons in 1991 to the current figure of
34.38 million. Despite the expanding size of the labour force, the labour force
participation rate (LFPR) in Thailand obviously showed a declining pattern. The LFPR
for male was at 87.5% in 1991 but reduced to 81.28% in 2001, while the LFPR for female
also dropped from 74.05% to 64.75% over the same period. In fact, when classified by
the age level, it could be observed that the declining LFPR did not appear in all age
groups but only among the young labour aged 15-24 years. From 1991 to 2001, the
LFPR of male aged 15-19 and 20-24 reduced from 68% to 40% and from 91% to 80%,
respectively. Also, the LFPR of female of the similar age cohorts decreased from 68% to
29% and from 79% to 66%. For those aged 25 years and above, the LFPR remained
rather stable over the past decade, and no significant decline in the LFPR was found even
during the crisis. The reduction of the LFPR among young labour should be contributed
partly to the improvement of the education system. Children tended to stay longer in
schools. This resulted in the increase of the education level of the workforce. In 1991,
workers that graduated only from the primary school used to account for 81% of the total
labour force, but the proportion reduced to 66% in 2001. The amount of people
graduated in other levels in 2001, on the other hand, almost doubled the number in 1991.
(Table 2)

2.2 Employment
(1) Before the Crisis

As a result of the economic expansion before the crisis, the number of employed
persons in Thailand increased rapidly from 30.3 million persons in 1991 to 32.9 million
persons in 1997, with the number fluctuating by season. The needs for labour
substantially increased in the industrial sectors—including mining, manufacturing, public
utility, and construction. Employment in the construction increased by no less than one
million persons over the 1991-1997 period, and employment in the manufacturing
increased by 0.8 million persons. Also, the number of people working in the entire
service sector—including commerce, transportation, and service—increased by 3 million
persons over the same period. Since the size of labour force increased only by
approximately 0.6-1.0 million persons each year, this new demand certainly could not be
satiated only by the new workforce. Therefore, many workers from the agriculture were
forced to move into these expanding sectors. The workers themselves found it rational to
move into these expanding sectors as wages in these sectors were generally higher than
the returns to work in the agricultural sector. As a result, the number of employed person
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in agriculture declined by 2 million persons during the first half of the 1990°s. (7able 3
and 4)

As the mobility continued, the major status of employment in Thailand slowly
shifted from the family worker to the private employee. People who used to work for
their family, especially in the agriculture, moved away from their families to
establishments as hired workers. The proportion of family workers used to be at 36.7% to
total employment in 1991, but it reduced to 28.7% in 1996. On the contrary, the share of
private employees in total employment increased substantially from 24.7% to 30.6% over
the same period. Another major status in Thailand was the own-account workers, of
which the proportion to total employment had not differed very much. Even though the
dominant occupation in Thailand had always been the agriculturist, but its significance in
term of employment declined greatly over the period. There used to be 18.10 million
agriculturists in 1991, but this number reduced to 16.0 million persons in 1996. On the
contrary, the number of craftsmen and general laborers, the second largest occupation,
increased from 4.4 million persons in 1991 to 6.0 million persons in 1996. Also, the
number of commercial workers, the third largest group, increased from 2.9 million to 3.6
million persons.

During this period, the problem of labour shortage quickly became the center of
concerns in many businesses. Employers had to increase wages rapidly to lure labour to
work in their industries. Average money wages of private employees increased from
2,900 baht a month in 1991 to 5,500 baht a month in 1997. Deducting the inflation effect,
the real wages received by private employees increased by approximately 6% a year.
Moreover, the shortage problem was also stimulated by the fact that Thai people tend to
work lesser hours. As the wealth of the nation increased, it seemed that the willingness to
work declined. The average hours worked of all Thai workers used to be around 52.5
hours a week in 1991, but it reduced to 51.0 hours a week in the early 1997.

(2) After the Crisis

The economic crisis emerged in 1997 caused many structural changes in the Thai
labour market. The number of employed person suddenly declined by one million
persons between 1997 and 1998. The actual reduction in the industrial sector was already
more than one million, but some laid off workers seemed to be absorbed by the
agricultural and service sectors. Most of the low-skilled workers had to return to their
agricultural hometowns since jobs in the cities were unable to find. Despite of its long-
run declining trend, the level of employment in the agriculture was rather stable since the
beginning of the crisis. At the same time, the high-skilled workers who did not have the
agricultural background needed to find job in the informal market such as the service
sector to earn a living, resulting in the higher employment in the service sector.

The major problem existed in the labour market suddenly reversed from the
shortage one to the excess supply problem. The unemployment rate rose to an
unprecedented level (to be discussed in the following topic). Wages received by
employees significantly reduced. The wage level in 1998 after the inflationary
adjustment was 6.6% lower than the level in the previous year. Hours worked were
substantially reduced as employers tried to lower their costs of production. The pattern of
counter-mobility could be detected easily. In fact, these laid off workers, who either
returned to the agriculture or switched to the service sector, helped diffusing the crisis
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impacts to all other Thai people. As they entered the agricultural and service sectors, they
also cut the marginal benefits enjoyed by workers previously in those sectors.

During the 3" quarter of 2000, there were 32.83 million employed persons in
Thailand, which has increased by 0.9 million persons from the previous year. The
amount of workers graduated in the primary level was only 66% of all workers. Average
hours worked was equal to 50.73 hours a week, and the money wage received by an
average employee was at 5,540 baht a month. Even though almost half of all workers
(48%) still worked in the agricultural sector, this figure has declined considerably from
60% in 1991. Yet, the employment in the industrial sector did not show any strong sign
of recovery from the crisis.

2.3 Unemployment

Unemployment rate in Thailand obviously fluctuates along with the business cycle
in the long run. Between 1995 to 1997, the unemployment rate in Thailand was stable at
around 1-2%. However, the crisis caused the unemployment rate to increase sharply from
0.88% during the 3™ quarter of 1997 to 4.78% during the 1* quarter of 1998. The rate of
unemployment in recent years was peak at 5.39% or 1.7 million persons during the 1%
quarter of 1999. Most of the unemployed holds only primary education, but those
holding the upper secondary education or higher level generally faced a larger rate of
unemployment. (7Table 5)

2.4 Projection of Thai Labour Market

The forecast of manpower requirement in this study is taken from the TDRI’s
previous projection conducted in the early 2002 under the project of “Employment Policy
Framework under National Development Plan”. On the supply side, this model follows a
person from the birth through the death, passing 4 major steps—education entrance,
graduation, labour market participation and retirement—in order to decide the amount of
supply of labour in each period. The demand model is based on the theory of labour
market segmentation, which principally stated that the labour market could be segmented
into the formal market (such as working in industries) and the informal one (such as
working in small family businesses). The forecast of employment, therefore, was made
separately between the two markets, but the result shown in this paper would be an
integral one for the purpose of simplicity.

To forecast employment, a few assumptions are made about the future as the
followings:

» The Government will increase the number of government employees by 1%
during 2002-2005.

» State enterprises will NOT increase their levels of employment.

» Productivity growth is 0.5% in the agriculture and 2.5% in manufacturing and

commerce sector.

Oil price is fixed at US$ 25 per barrel.

Minimum Loan Rate is fixed at 7.5%.

Minimum wage is to be adjusted in concordance to the inflation, which was

assumed to be 2% a year

YV V
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» GDP growth in the agriculture, the manufacturing, and other sectors are:
o 1.9,2.8 and 3.0 percent in 2002.

2.0, 4.0 and 4.0 percent in 2003.

2.0, 4.5 and 5.0 percent in 2004.

2.0, 5.5 and 5.0 percent in 2005.

2.0, 6.0 and 5.5 percent in 2006.

000D

The result shows that the size of the labour force during the 1* quarter will
increase from 33.90 million persons in 2002 to 37.28 million persons in 2006, and during
the 3" quarter it will increase from 34.99 million persons to 38.28 million persons. The
average growth rate of labour supply is approximately 2.3-2.4% over the period. The
proportion of workers graduated in the primary level of education will continually
decline, but these people still accounted for 56-57% of total labour force in 2006. The
proportion of lower secondary graduates will remain between 4.5-5.0 million persons, but
those with higher education than the lower secondary level will increase greatly from 7.5-
10.5 million persons over the period. The number of male and female labour will
increase at the same rate, which will result in the unchanged proportion of male and
female labour force. The number of male workforce will be between 55% and 56% of the
total labour force. (Table 6)

The number of employed persons will be at 31.15 million persons during the 1*
quarter of 2002 and 33.81 million persons during the 31 quarter in the same year. These
figures will increase to 34.16 and 36.74 persons during the 1% and 3™ quarter of 2006,
respectively. Similar to the labour force, the number of employed persons holding
primary level of education will decrease from 20.24-22.09 million persons in 2002 to
19.77-21.44 million persons in 2006. At the same time, those having education higher
than the lower secondary level will be employed in the larger amount from 6.88-7.38
million person to 9.37-10.44 million persons over the same period.

Classified the employment by production sectors, it is found that the sector with
the largest employment in the future will still be the agriculture. Approximately 11.7
million persons will be employed in this sector during the 1% quarter and about 15.5
million persons during the 3™ quarter. These figures will not change over the period of
study, indicating that the proportion of workers in this sector will reduce over the period
(as total employment continually increases). In 2002, about 37%-45% of all workers will
be working in these sectors, but in 2006 these figures will decline to only 34%-42%,
depending on season. In contrast, the sector with the largest expansion of employment
will be the commercial sector. The sector employs 5.6 million persons in 2002 and will
rise to 6.7 million persons in 2006, or the amount of employed persons in this sector will
grow by 4.6%-5% a year. The manufacturing is another sector with large expansion of
employment at around 3.9% a year, and the service sector also has an impressive growth
rate of employment. Moreover, it should be pointed out that the construction sector does
not show any evidence of increasing demand for labour as the amount of employed
persons in this sector will increase merely by 2% a year between 2002-2006. In 2006, the
construction sector will employ about 1.35-1.8 million persons, which is still substantially
lower than its the pre-crisis level. (Table 7 and Figure 1)

Even though the number of employment will increase in the future, it seems that
the size of the labour force will increase even faster than the employment. As a result, the
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number of the unemployed and the unemployment rate will surely rise. The forecast
shows that the unemployment rate in 2002 will be at 5.06% during the 1* quarter and
3.04% during the 31 quarter, and it will increase to 5.54% and 3.71% during the 1% and
3" quarter of 2006, respectively. Female will probably experience a higher chance of
being unemployed than male. The changing structure of the labour force is believed to
have some effects on the increasing unemployment rate in the future as well. As the
people in the labour force have higher level of education, they are willing to be
unemployed and search for other jobs rather than being under-employed. This behavior
should stimulate the future unemployment problem in a certain level. The amount of
unemployed persons having education higher that the lower secondary level will increase
significantly in the future from about 0.5 million persons to 0.9 million persons and do
not differ greatly between seasons. The unemployment rate of this group will rise to
approximately 9% in 2006. In contrast, the amount of primary school graduates being
unemployed will reduce by 0.1 million persons over the 2002-2006 period, and the
unemployment rate of this specific group will decline by 0.5%. In 2006, there will be 0.7
million unemployed persons holding primary education during the 1* quarter and 0.3
million during the 3™ quarter. This indicates a possibility of having labour shortage
among the low education group of people.

Figure 1 Forecast of Employment in 3 Major Sectors
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III. Profile of Sectoral Study
3.1 Farming
(1) Background

This farming sector—including the farming of vegetable, fruit, sugarcane, rubber,
palm, coffee, etc—is the Type 1 of business allowed to register irregular migrant workers
in 2001. Certainly, the rice farming is not allowed to employ foreign workers and is not
included in our scope of study. According to the 1998 Input/Output Table (I/O Table),
this sector contributed around 2.6% of the total GDP. This proportion has steadily
declined over the past 2 decades, marking that the importance of this sector to the national
income has subsided over time. (7Table 8)

Large amount of employment in the agriculture and this particular farming sector
has always raised the question of the efficiency in the sector. The agriculture as a whole
employs around half of the workforce in Thailand but accounts for only 10% of the total
GDP. The same disparity goes to our specific farming sector, which employs from 14%
to 20% of Thai workforce but contributes 2.6% of the national income. Taking the fact
that the arable land in Thailand is nearly at its full capacity level, it would be implausible
to increase the level of production further from this point solely by increasing the
production factors. Therefore, it leaves us no way to improve the sectoral production
without increasing the productivity. However, the productivity in this sector is believed
to be at a low level. Previous policies did not concern about the productivity in a great
deal, but they aimed to improve the income in many other fashions, which is proven to be
futile. People in this sector are still the poorest group in the country. Income from non-
farm activities gradually becomes an indispensable source of earnings.

(2) Employment

In 1991, there were 8.4 million persons working in this sector during the 1*
quarter and 5.4 million persons during the 31 quarter. Approximately 94% of them held
only the primary education. Most of the employed were either own-account workers
(33%) or unpaid family workers (47%). The number of private employees was between
0.9 and 1.6 million persons or about 17-19% of total employment. Average working hour
of people in this sector was between 49 to 50 hours a week. It is interesting that the peak
season for this sector is not in the 3" quarter as the entire agricultural sector, but instead
the peak season of the farming is in the 1*" quarter. Seasonal pattern did not affect only
the size of employment but its gender and location structure as well. During the 1%
quarter, proportion of male workers would stand at 54% of total employment, but this
figure reduced to 52%. Also, most of the workers (37%) were in the Northeastern region
in the 1" quarter, but only a few of them participated in this sector during the 3™ quarter.
(Table 9 and 10 and Figure 2)

Analysis of Thai Labour Market 7



Improving Migration Policy Management E'
With Special Focus on Irregular Labour Migration

Figure 2 Total Employment and Real Wage of Private Employees in the Farming in
the 1 and 3" quarter from 1991 to 2000
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Source: Table 9 and 10

As Thai economy expanded rapidly during the first half of the 1990’s, the needs
for labour in many other sectors increased quickly as well. Many workers from this
sector decided to move to other highly paid sectors such as manufacturing or
construction. The number of employed persons in the farming, thus, declined to 7.44
million and 4.89 million persons during the 1* and 3" quarter of 1997 respectively.
Proportion of unpaid family workers reduced to 40-42% in 1997, while the proportion of
private employee increased tol16-21% on the contrary. The number of own account
workers in the farming sector remained mostly unchanged. Proportion of male workers
declined to 53.6% in the 1* quarter of 1997. Further, the portion of primary graduates
diminished greatly from 94% in 1991 to 90-91% in 1997. Two reasons behind the
improvement of education level of the people in this sector are the retirement of
uneducated old people and the mobility out of this sector of the uneducated young people.
The entrance of new and highly educated workers might involve in such improvement,
but it is expected to have minimal effect.

So, it could be inferred that the emigrants during the economic expansion were
mostly male who used to work for the family held only the primary school level of
education. However, the disappearance of one million workers from this sector would
not simply leave the sector unaffected. When household leaders could not use labor from
their heirs, they certainly needed to hire employees to work in the plantation. As a result,
private employees became increasingly needed in this sector. Monthly wage received by
hired workers was only 1,470 baht in 1991 but increased to 3,000 baht in 1997. After the
inflationary adjustment, the real wages of hired workers increased approximately 5.8-
7.6% a year between 1991 to 1997. With this highly increasing wage, it was clear that the
shortage in this sector appeared during the period.

The impacts from the financial crisis in 1997 caused many businesses to be
permanently shut down, while those that could survive needed to lay off massive amount
of workers to lower their costs. Many people became unemployed suddenly. It seems
like workers with the background from the agriculture were luckier than others because
they could return to their hometowns and worked with their families. The number of
employed persons in this sector increased from 7.0 and 4.8 million persons in 1998 to
1.25 and 4.96 in 1999. The proportion of male workers grew from 52-53% in 1997 to 54-
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56% in 1999. The sign of labour shortage in this sector was disappeared mainly because
of the return of these workers. The real wages of private employees declined by 9% a
year between 1997 and 1999. Average working hours abruptly reduced from 45-48 hours
a week in 1997 to 44-46 hours a week in 1999. In fact, instead of the existing shortage
before the crisis, the sector oppositely faced the underemployment problem after the
crisis.

In 2000, the employment in the farming sector continued to decline again instead
of the temporary increase during the crisis. There were 6.86 million persons and 4.89
million persons working in the 1 and 3™ quarter of 2000, respectively. The primary
school graduates now counted for only 83% of total employment. Most of the workers
were still the unpaid family workers, but the proportion of the status to total employment
declined significantly from 47% in 1991 to 37% in 2000. In contrast, private employees
became increasingly important in this sector as its share to the sectoral employment
increased from 19% to 25% over the same period. Even though most of the workers were
still in the Northeastern region, the employment level in this region reduced largely
during the past 10 years, while the numbers of employed persons in other regions were
rather stable. The average working hour was at 46.52 and 44.16 in the 1* and 3™ quarter,
and a hired worker in this sector, on the average, received the wage around 2,800 to 3,000
baht per month.

(3) Registered Irregular Migrants

According to the 2001 registration, there are 103,338 foreign workers reported for
the registration in the agricultural sector. This figure counts for 18% of the total
registration. Most of them worked in the South (38.66%) and the North (30.46%). If one
compares the amount of migrants with the figure of 4.89 million Thais working in this
sector, it seems that the ratio of foreign to Thai workers is trivial at only 2% of Thais in
this sector. However, this ratio should indeed increase to 10% if the focus group of Thai
workers is limited only to the private employees with primary level of education.
Although the ratio is lower than what existed in other sectors, it is still quite a significant
amount. (7able 19)

(4) Sectoral Suggestion

It is obvious that Thai workers are moving away from this sector to others with
higher returns to work. In fact, this pattern is nothing unusual but just an ordinary process
of efficiency adjustment in the domestic labour market. As people moved to other
sectors, wages of the remaining workers will continually increase in the future. At the
end, employees in this sector will not receive wages significantly different from workers
in other sectors, which can raise the standard of living of people in this sector largely.
However, this process may take quite a long time and should be guided and stimulated
constantly by the government.

It is, however, possible that the needs for labour will be persistently unfulfilled in
the long run because of the lack of domestic supply. There are two means to solve the
problem; one is to import foreign workers and the other to promote the use of labor
substituting technologies in this sector. We strongly recommend the second mean as the
long-term solution to the problem, but the first approach might be used in the short-run.
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Not only should the introduction of new technologies reduce the needs for foreign
workers, but it should increase the productivity of this sector as well. Though there may
be the needs for foreign workers to fill the vacancies caused by the departure of Thais, the
government should attempt to minimize such needs because long term dependence on the
foreign workers may slow down the willingness to improve the productivity. Thus,
instead of issuing permits to stay continuously for 6 months or 1 year, the hiring of
irregular migrants might be allowed on the seasonal basis lasting only a few months (or a
matter of days). In this way, foreign workers do not need to stay with their employers
during the low season, which can avoid the undesired long-term reliance on the migrants
in a certain level. Cost sharing among the employers and organized institution aimed to
manage a pool of migrant workers might be two necessary complementary methods to the
proposed staying period to reduce the cost borne to each of the employers.

3.2 Marine Fisheries
(1) Background

According to the 2000 Intercensal Survey of Marine Fishery, there are
approximately 56,859 marine fishery establishments in 2000. This figure has steadily
increased from 50,176 establishments in 1995 and 49,862 establishments in 1985. About
80% of the households are in the Southern region of Thailand. Most of them use only
medium-scale fishing boats such as the outboard powered boats, which accounts for 74%
of all boats used in this sector. Large-scale fishing boats such as inboard powered boats
count for another 21%. Moreover, the number of marine fishery employee’s
households—the household having at least one member working as employee in marine
fisheries—is at 29,183 households slightly lower than the figure of 29,302 households
found in 1995. Contribution to the national income of this sector is quite stable at
approximately 1% from 1980 to 1995, but it increases to 1.35% in 1998 as the crisis
caused the income from other sectors reduced largely. (Table §)

(2) Employment

In 1991, there were approximately 200,000 persons working in the marine
fisheries sector. About 87-88% of the workers was male, and the primary-school
graduates accounted for 93-95% in this sector. About 75-80% of the workers in this
sector was in the Southern region of Thailand, and the rest of them were in the Central or
the Eastern region. The seasonal pattern of the employment in this sector was not as
strong as what appeared in the agriculture. From 1991 to 1993, employment level peaked
in the 1* quarter of the year and dropped by 1,000 to 30,000 persons in the following 3™
quarter. The work status that dominated this sector in 1991 was the private employee (or
hired worker) at 44% of the total employment during a peak season and at 33% during a
low season. The status of own-account worker and unpaid family worker were the
second and the third largest group, which counted for 35% and 17% in the 1* quarter and
38% and 23% in the 3" quarter, respectively. Working hours in this sector were around
60 hours a week on the average, significantly higher than hours worked in other sectors.
However, this figure is only the average number, and it means that someone may work
longer than that. It was found that a hired worker spent approximately 74 hours a week
on this job, or it means that they worked more than 10 hours a day and 7 days a week.
Wages of hired workers were about 2,575 baht a month in 1991, which seemed to be
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higher than the amount received those in the agriculture. However, taking the fact that
the hours worked were significantly different, the actual returns from one working hour in
the 2 sectors were indeed not different from one another. (7able 11 and 12 and Figure 3)

Figure 3 Total Employment and Real Wage of Private Employees in the Marine
Fisheries in the 1st and 3rd quarter from 1991 to 2000
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Source: Table 11 and 12

During the economic expansion period, workers in this sector had continually
moved out of this sector as well. Nevertheless, the effects from the industrial
development were rather small in this sector. Total employment reduced from 200,000
persons in 1991 to 180,00-190,00 persons in 1997. However, there were two cycles of
the employment in this sector over the period. The first cycle was from 1991 to 1995
when the employment declined from 200,000 to 150,000 persons. Then, the level of
employment substantially increased to 230,000 persons in 1996 but declined again
thereafter. Proportion of male employment dropped to the lowest level at 80% in 1997.
Hired workers became difficult to find as its share declined to 80% in 1997, while the
family workers contrarily increased to 29% in the same year. These young children
usually went through the reformed education system and graduated in a higher education
level than the working people. Therefore, the education structure of employed persons
gradually increased, but still most of the workers had only primary level of education.
Average hours worked per person declined from 60 hours per week in 1991 to 52-53
hours in 1997. As the shortage was mounting, wages received by employees in this
business increased substantially at a rate of 5% a year between 1991 and 1997.

Indeed, during the 1991-1997 period, the reduction of employed person in the
marine fisheries was caused by the decline of hired workers. Unlike the farming sector
that the emigrants were the members of family, those who moved out of this sector were
the hired employees. However, the effects from labour mobility were no different
between the two sectors. Both the farming and marine fisheries were encountering the
labour shortage problem. As a result, the structure of demand-pull increase in wages
could be noticed. Fortunately, the shortage could be alleviated partly by the inclusion of
young family members on-board.

When the crisis took place, the amount of employed persons in this sector did not
differ very much between 1997 to1999, but the structure of employment changed
extensively. Many people who had previously moved to other sectors returned to the
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marine fisheries. It should be reminded that the workers that previously moved away
from the sector were the hired workers not the family members. Therefore, after the
crisis, the number of employees increased from 58,000 persons in 1997 to 72,000 persons
in 1999. As hired workers were easy to find, the needs for family workers were lessened.
The number of unpaid family workers reduced substantially from 61,000 to 45,000
persons over the same period. The proportion of male employment rose to 86% in 1999.
However, the increase amount of hired workers could not satisfy all needs as the wage
level still continued rising. The real wage of private employees reached the highest level
in 1999.

In 2000, the number of employed persons in the marine fisheries dropped
significantly from 200,000 persons in 1999 to 130,000 persons. Many people moved out
of this sector again. In this time, the decline was not bound only to the hired workers, but
the family workers started leaving this sector as well. The amount of hired workers
declined by 20,000 persons between 1999 and 2000, and the number of family workers
dropped by another 20,000 persons. Most of the departures were found in the South,
while the numbers of employed persons in other regions had not differed greatly. Wages
for private employees declined considerably by —20% between 1999 and 2000. The
money wages of private employees averaged 4,140 baht a month, which was not
significantly different from the 1991 level. Average working hours of all workers
reduced to 55.91 hours a week, while the average working hours of private employees
alone declined to 62.8 hours a week.

(3) Registered Irregular Migrants

According to the 2001 registration, there are 103,338 migrants working the marine
fisheries and related industries, which accounts for 18.19% of all registered migrants.
These foreign workers spread over 3 regions adjacent to the sea—the Central (41%), the
South (35%), and the East (19%). It is obvious that the foreign workers in this sector
become important, as the number of registered migrants in this sector was only 51,923
persons in 1996 but has increased almost twice to the current level. Although the figure
of 103,338 registered migrants seems to be high in comparison to the total employed
Thais at 131,000 persons, the two figures are yet comparable. Pinpointing all Thai
workers in this sector to only low-skill employees, one can see that the scope of Thai
workers related to the employment of migrant workers reduced to 46,729 persons in
2000. Moreover, the mentioned number of registered migrants counts both marine
fisheries and related industries, but the employment counts the Thai workers solely in the
marine fishery business. According to the 1996 registration, the ratio between irregular
migrants in the marine fisheries and those in the related industries was equal to 6:4.
Therefore, applying the ratio to the 2001 registration, one can notice that the number of
foreign workers actually outnumbered the amount of low-skilled Thai employees in this
sector, the foreign migrants account for 130% of low-skilled Thai workers. (Table 19)

(4) Sectoral Suggestion
It is recommended that irregular migrants should be permitted to work only with

the large and medium-scale fisheries. Promotion of labour-substitute gears should be
conducted to reduce the reliance on the alien workers.
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3.3 Textile and Garment
(1) Background

The development of textile and garment industry started from the production for
domestic demand. Then, when other countries detected the low wages of Thai workers,
many factories from those countries quickly moved into Thailand. This sector suddenly
turned into an export-oriented one. However, as the time passed by, the country’s level of
development had substantially increased and many other developing countries started to
open up to the world. The wage of Thai labour was no longer cheap. Labour-intensive
industries owned by foreigners began moving away from Thailand to other countries with
lower wage. This could be substantiated by the fact that although the production of
textile and garment has consistently increased, its share in GDP peaked at 9% in 1990 and
had declined to 8% in 1998. Some of the remaining industries improved themselves to be
capital-intensive ones. However, there are still many industries that decided not to
increase the productivity but seek further for cheap labour from nearby countries. With
the invitation of the Burmese government and the promotion from the Board of
Investment (BOI), many establishments moved to the border of Thailand, especially the
West border, to hire the cheap Burmese laborers. (Table §)

(2) Employment

The number of employed person in the textile and garment industry in 1991 was
equal to 889,000 persons during the 1** quarter and 779,000 persons during the 3™ quarter.
Workers in this sector were clearly dominated by female since the percentage of female
employment was as high as 75-80% in 1991. The employed persons with primary
education counted for more than 80% of the total employment, and those with lower
secondary counted for another 8%. Most of the workers were hired employees as the
proportion of private employees was at 63-69% in this sector, and another important
status was the own-account workers that accounted for 20-25%. The average hours
worked of people in this business were at 51.5 hours a week. (Table 13 and 14 and
Figure 4)

Before the crisis, it was obvious that the number of employed persons in this
sector had an increasing trend. From 1991 to 1997, the level of employment increased
from 889,000 person to 1,142,000 persons during the 1% quarter and from 779,000 to
863,000 during the 3" quarter. The highest level of employment during the pre-crisis
period was at 1.3 million persons during the 1% quarter of 1995. Even though the
employment declined after 1995, the long-run trend still showed an upward trend. This
long-run increase, however, did not create a large structural change in the employment in
this sector. The proportion of male/female workers was almost the same over the period.
The average hours worked slightly reduced by one hour per week. The most striking
change in this sector was the continual increase in real wage, which had the annual
growth rate over 5%. Also, as establishments were moving away from Bangkok to the
Northeastern region following the BOI’s plan of industrial decentralization, employment
in the Northeastern region increased rapidly from 239,000 persons in 1991 to 403,000
persons in 1997 during the 1% quarter and from 151,000 persons in 1991 to 262,000
persons in 1996 during the 3 quarter. The needs of labour in the Northern region, where
there were many irregular migrants being employed, increased from 109,000-83,000
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persons to 159,000-99,000 persons between 1991 and 1997. Furthermore, the decline of
total employment during 1995-1997 was caused solely by the decrease of demand in
Bangkok and Vicinity area, while other regions still employed a larger amount of workers
during the period.

Figure 4 Total Employment and Real Wage of Private Employees in the Textile and
Garment in the 1st and 3rd quarter from 1991 to 2000

Employment (1,000 person) Wage of Private Employee (baht a month)
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Source: Table 13 and 14

During the economic crisis, the number of employed persons sprang up by 0.1-
0.15 million persons between 1997 and 1998 or approximately by 15%. The level of
employment reached the highest level over the decade at 1.33 million persons in the 1
quarter of 1998. However, in spite of the expanding number of employed persons, the
average hours worked severely declined from 47.33 hours a week in the 3™ quarter of
1997 to only 35.44 hours a week in the 1% quarter of 1998. This massive reduction was
believed to be the result of the employers’ adjustments to the crisis. The employers were
reluctant to suddenly lay off their employees because they did not wish to pay the
severance payment. So, in order to reduce the production costs to alleviate with the crisis
impacts, they chose to lower the number of working hours of their employees. Since
most of the workers received wage on the hourly or daily basis, the outcome of such
action would be indistinguishable to the lay-off, even though the wage rate or the level of
employment was not changed. Consequently, actual wages received by employees
declined by 30% on the average, and the employers still did not have to pay the severance
payment. The reduction in hours worked was witnessed among all employees regardless
of the education level.

After the initial adjustment to the crisis, the condition then returned to its usual
condition in the 3" quarter of 1998. The average hour worked increased from the lowest
level at 35.44 hours a week to 49.75 hours a week, and the wages also increased
enormously from the bottom level but still lower than the pre-crisis level. Employment in
this sector was rather stable after the beginning of the crisis.

In 2000, there were approximately 1.3 million persons working in this sector
during the 1% quarter and 1.0 million people during the 3™ quarter. The proportion of
female employment still remained at 75-79%. The education level of the workers in this
sector increased mainly because the general improvement of education of the labour
supply. The portion of primary-school graduates reduced to 65-70% of the total
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employment. There was a slight interchange between the status of private employee and
the own-account worker. The share of private employees to total employment reduced
from 63-69% in 1991 to 58-65% in 2000, while the portion of own-account workers
increased from 24-21% to 30-25% over the same period. The average hours worked
remained at approximately 51-52 hours a week. The wages received by employees in
money term was equal to 4,731 baht a month that was, in real term, only slightly lower
than the peak level in 1997. The needs for labour were partly shifted from Bangkok and
Vicinity area to the Northeastern and the Northern region. The share of employed
persons in the Northeastern region increased from 27-19% of the total employment in
1991 to 35-25% in 2000, and the figure for the Northern region also increased from 12-
10% to 15-12% over the same period.

(3) Registered Irregular Migrants

The number of irregular migrants registered in this sector is unknown from the
2001 registration data because they are included in Type 10 along with many other kinds
of businesses. However, it is believed that the amount of migrants in this sector would be
insignificant and rather area-specific. (7able 19)

(4) Sectoral Suggestion

It is believed that hiring more irregular migrants in this sector may distort the
employment and wage structure of the labour market as a whole. Therefore, the
allowance should be an area-specific issue in this sector. Only establishments in the
provinces along the border (or those currently under the BOI’s promotional privilege)
should be permitted to employ irregular migrants but definitely not those in the inner
provinces of Thailand.

3.4 Construction
(1) Background

Frequently, the performance of the construction sector is used as the indicator of
the economic growth. During an expansion period, the construction sector grows largely,
but the sector would also contract during a slump. This is especially true in the case of
Thailand. The construction used to account for 7% of the GDP during the 1980’s, but the
figure increased to 9% during the first half of the 1990’s. After the crisis, the importance
of this sector declined largely and rapidly, and the contribution to the GDP reduced to
only 5% in 1998. Over the past decade, the area of construction clearly increased
enormously before the crisis. In 1992, the area of new building construction was about
33.14 million square meters, and it increased to 74.20 million square meters in 1995.
Most of the increase in the area was found in Bangkok and Vicinity. However, the crisis
influentially reduced the area of construction to 14 million square meters in 1998, and
even in 2000 there was still no sign of recovery as the construction area was only 22.15
million square meters. (Table 1 and §)
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Table 1 Area of New Construction Classified by Building and Non-Building
Construction and Regions from 1992 to 2000

(unit: million sg.m.)

1992 1993 1994 1995 1996 1997 1998 1999 2000

Building 33.14 74.00 71.85 7420 5250 53.13 14.62 16.18 22.15
Bangkok and Vicinity | 15.52 54.78 50.68 53.63 34.07 31.11 7.13 7.13 9.32
Central 4.85 4.89 6.43 6.39 6.48 7.13 2.73 2.89 4.09
Northern 4.52 5.56 4.05 3.23 3.08 4.93 1.35 1.77 2.26
Northeastern 4.21 4.42 5.47 6.00 4.88 6.19 1.71 2.45 3.80
Southern 4.04 4.35 5.22 4.95 3.99 3.77 1.70 1.94 2.67
Non-building 1.54 1.58 3.26 4.29 3.30 8.65 2.27 0.56 0.59
Bangkok and Vicinity [ 0.93 0.81 1.44 1.80 1.33 1.47 0.67 0.16 0.23
Central 0.08 0.20 0.45 0.65 0.54 1.35 0.45 0.12 0.10
Northern 0.22 0.17 0.45 0.48 0.32 1.53 0.37 0.08 0.05
Northeastern 0.25 0.27 0.59 1.13 0.53 3.49 0.57 0.11 0.08
Southern 0.07 0.14 0.32 0.23 0.57 0.80 0.22 0.09 0.13

Source: National Statistical Office
(2) Employment

At the beginning of the study period, the construction sector employed roughly
1.62 million persons during the 1% quarter of 1991, but it reduced to 1.16 million persons
in the following 3" quarter according to its usual seasonal pattern. People with
backgrounds from the agricultural sector needed to return to their hometowns to help their
families during the harvesting season. In contradictory to the textile and garment
industry, majority of employed persons in this sector was male, which accounted for 85%
of the total employment. Also, about 84-87% of all people in this sector in 1991
graduated only in the primary level. Most of the workers were the hired labour, which
were about 90% of all workers, while only 5-6% of them were the employers. These
construction workers spread all over the country with the highest amount in the Central
region (27-33%). (Table 15 and 16 and Figure 5)

As the Thai economy expanded rapidly before 1997, the needs for the
construction works grew rapidly as well, and so did the labour demand in this sector.
Many people moved from other traditional sectors such as the agriculture to this sector to
this sector because the payment in the construction was significantly higher than the
wages in those sectors. As a result, the number of employed persons in the construction
sector increased from 1.6-1.2 million persons in 1991 to the highest level at 3.1-2.2
million persons in 1996. Most of the new workers were male, graduated in the primary
level, and worked as private employees. Over the 1991-1996 period, male workers in this
sector increased by one million persons, while the female workers increased only by 0.3
million persons. However, the role of female became increasingly important in this
sector as it faced the shortage of male workers. Some vacancies could not be filled by
male workers, so employers had to turn to female workers. The proportion of female
employment increased from 14% in 1991 to 20% in 1996. Despite the improvement in
the education level of the labour supply, the proportion of primary graduates slightly
increased by one percentage-point during the expansion period. The status of private
employee still counted for 90% of all employed persons in this sector. The regions with
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the fastest growth of the employment in the construction were the Northeastern region,
Bangkok and Vicinity, and the Northern region, but the regions that had the highest
amount of construction workers were the Northeastern and the Central (including the
Eastern). The average hours worked of people in this business were rather constant at 53-
54 hours a week. Though it was clear that the workers were highly needed, there was no
sign of labour shortage in this sector. Real wage received by the private employee grew
only 3% a year.

Figure 5 Total Employment and Real Wage of Private Employees in the
Construction in the 1 and 3" quarter from 1991 to 2000

Employment (1,000 persons) Wage of Private Employee (baht a month)
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Source: Table 15 and 16

Although the crisis was believed to initiate during the 3" quarter of 1997 and most
of the sector received impacts in the 1% quarter of 1998, the construction sector actually
was affected in a year earlier than the crisis. Employment in 1997 declined by 0.1 million
persons from the previous year in spite of the continual increase in employment for the
past 5-6 years. This reduction in employment was merely the initial adaptation of the
sector. The most obvious change before the crisis would be the decline in hours worked
per week from the pre-crisis average of 53-54 hours to 51 hours the 31 quarter of 1997.
Also, the reduction in employment in this sector limited only in Bangkok and Vicinity
area, while the levels of employment in other regions were mostly unaffected or even
increased in some regions. Though this initial impact was apparent, its effects seemed to
be minimal as the average wages of private employees still had a rising trend.

In 1998 and 1999, the economic crisis severely affected the employment level in
this sector. The number of employed persons in 1998 reduced by 0.8-1.0 million from the
year earlier even lower by 0.5 million in the following year. The level of employment in
1999 was only at 1.3-1.5 million persons, which was insignificantly different from the
level in 1991. Most of the laid off workers were the hired workers with low education.
The amount of hired workers declined by 1.5 million persons between 1997 and 1999,
and the portion of primary-school graduates in this sector suddenly reduced from the pre-
crisis level at 85-86% to 77-81%. Interestingly, the proportion of female workers
significantly declined from 20% in 1997 to 15% in 1998. This indicated that female in
this sector had a higher chance to be laid off than male workers during the crisis.
Furthermore, the decline in employment since 1998 could be seen in every region, not
only Bangkok and Vicinity as occurred in 1996. The average hour worked remained at
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approximately 51 hours a week. Real wages of private workers declined but rather
slowly by 3% a year over the 1997-1999 period.

In 2000, the number of employed persons in this sector merely increased from the
trough level in 1999 to 1.8 million persons during the 1* quarter and 1.3 million persons
during the 3 quarter. The proportion of male workers increased to 85% as the shortage
of male workers was alleviated. Since the employment in this sector had not increased,
the share of private employee and the share of education remained stable at quite a low
level. There was no evidence of increasing needs for general laborers. The average hour
worked and the real wage of hired workers in this sector decreased further from the levels
in 1999. On the average, people in this business worked 51 hours a week, and a hired
worker received the money wage at 4,600-4,900 baht a month.

(3) Registered Irregular Migrants

The number of irregular migrants shown up for the registration in 2001 in the
construction sector is equal to 47,320 persons, which counted for only 8% of total
registration. About 32% of them worked in the Southern region, and another 21% were
employed in the Central. When this sector faced the severe impact from the crisis as
discussed earlier, the needs for foreign workers seemed to be lessened substantially.
There used to be 101,484 migrants registered to work in this sector in 1996, and this
sector used to have the highest employment of foreigners of all types of business allowed
for the registration. Moreover, in comparison to total sectoral employment, the amount of
registered migrants counted for merely 5.28% of all low-skilled Thais in this sector in
2001. This low figure may be nothing to be concerned of, but the question is that if the
needs for these irregular migrants were so small, why should we allow the foreigners to
work in this industry at all? (Table 19)

(4) Sectoral Suggestion

As the question raised earlier, if the level of to migrant workers was already low,
why should we still hire these migrants? Employment in this sector should be kept for
potential Thai workers as much as possible. At the moment, there is no sign of recovery
found in this sector. So, there might be a possibility to open up 47,320 jobs to Thai
workers, if the work permits are no longer issued to foreigners in this sector. Even if
there is a recovery, the needs for labour still can be eased by those currently unemployed
or those who have previously returned to the agriculture sector. Only if the expansion
like during the early 1900’s were expected—which seems implausible under the current
circumstances, the irregular migrants would then be needed.

3.5 Housemaid
(1) Background

The reason behind the high economic expansion in Thailand from the 1970’s to
the early 1990’s had to be given partly to the larger participation of female in the
economic activities. During the transformation from the agricultural-based country to the
industrial one, many housewives were implicitly forced to work outside the houses in
order to help the husbands making a living. Responsibilities on the housekeeping were
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then shifted from the housewives, who are now working full-time outside the houses, to
the housemaids. Thus, the needs for housemaids have been continually increasing in the
country. According to the Input/Output Table (I/O Table), the service of housemaids
along with other types of personal services contributed less than 0.5% of the country’s
GDP. This figure is thought to be underestimated the true value of the housemaid service
because the wages received housemaids are typically lower than wages received by other
occupations. Employers usually provided many forms of in-kind benefits such as free
accommodation and food to the housemaids in addition to the wages. (Table 8)

At the early process of the country development, people from rural area were
willing to work as housemaids as they found it economically rational. However, since the
country has developed to a certain level and people’s standard of living has increased,
these people want to work in better occupations than the housemaid such as workers in
textile manufacturing. The shrinkage in the labour supply causes a shortage of the
housemaid in Thailand. Along with the economic viewpoint, the changing social value
on the occupation has stimulated the declining supply of this occupation. Based on the
familiarity on the traditional landlord-slave relationship existed in Thailand in the long
past, the young labour have negative attitude toward the occupation of housemaid.

(2) Employment

The number of housemaids, retrieved from the LFS using the combination of 2
variables that are the housemaid occupation and the personal service sector, was equal to
0.20 million persons in 1991. This occupation was clearly dominated by the uneducated
female workers. The share of female workers to total employment was as high as 91-
93%, and the primary-school graduates accounted for 90-92% of all employment.
Practically, all housemaids were hired workers. Although a trivial number of housemaids
were reported as employers, it was believed to be the statistical error and should not be
taken into the consideration. Average hour worked of housemaids was equal to 64 hours
a week in 1991. Moreover, it was found that approximately 56-57% of housemaids
worked in Bangkok and Vicinity. Wages received by the housemaids in the nominal term
were only at 1,300 baht a month in 1991 on the average, which was the lowest level
among the 5 sectors being studied. Yet, it would be inappropriate to state that the
earnings from this occupation were lower than the level received by those in other sectors
because they received many types of in-kind benefits. In addition to wages, employers
usually provided accommodation and food to their housemaids for free. (Table 17 and 18
and Figure 6)

Over the long run, the employment of housemaids has not increased extensively
despite the obviously increasing demand for housemaids. The number of housemaids
increased only by 2,000-5,000 persons between 1991 and 2000. The total number of
housemaids in 2000 was at 0.22-0.25 million persons. Average hours worked of
housemaid reduced significantly from 64 hours a week to 59-62 hours a week. However,
the sign of increasing demand could be seen in the rapidly increasing wage of
housemaids. Between 1991 to 1998, the real wages of housemaids increased more than
10% a year. Though it declined by 10% in 1999, the real wage in 2000 showed a sign of
increase again. During the 3™ quarter of 2000, housemaids received the money wage at
3,630 baht a month. This wage level became the higher than the level received by
employees in the agriculture. Proportion of housemaids that were female declined from
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92-93% in 1991 to 87-88% in 2000. The needs for housemaids in Bangkok and Vicinity
were still increasing but at a slower rate than the needs in other regions, especially in the
Northeastern region. As a result, the division of housemaids by regions showed a
decreasing proportion of maids in Bangkok area, but still more than 50% of people in this
occupation worked in the capital and nearby provinces.

Figure 6 Total Employment and Real Wage of the Housemaids Occupation in the 1*
and 3" quarter from 1991 to 2000
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Source: Table 17 and 18

The economic crisis in 1997 seemed to have a small and short effect on the
housemaids. The number of housemaids decreased by approximately 40,000 persons to
0.16 million persons during the 3" quarter of 1997. Significant decline could be observed
among female housemaids working in Bangkok Metropolitan and the Northeastern
region. However, this sector quickly recovered from the crisis as the number of
employed persons jumped to 0.22 million persons in the following 1% quarter of 1998.
No solid change could be found in other indicators except the wage. In contradict to the
usual expectation about wages during the crisis, average wage of the remaining
housemaids revealed an increasing trend

(3) Registered Irregular Migrants

The number of irregular migrants registered to work as housemaids is equal to
82,389 persons in 2001. This number accounts for 14.50% of total registration. About
55% of registered migrant housemaids work in the Bangkok Metropolitan. The second
and third largest employment of migrant housemaids are found in the Central and the
Northern region at approximately 15% and 12% of all registered housemaids,
respectively. The dependence on the migrant housemaids seems to be increasing over the
time. Although the registration of migrant housemaid was not allowed before 2001, it
does not mean that there was no use of migrant housemaids. The number of registered
housemaids in 2001 is approximately 46% of Thai housemaids, which is the second
largest figure of the 5 sectors being studied. Perhaps, these foreign housemaids may be
the factor why the wage of this occupation slowly increased in 1999 and 2000. It is
because they can alleviate the demand for housemaid in Thailand in a certain level.
(Table 19)
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(4) Sectoral Suggestion

It might be stated that there is a dilemma in solving the problem of migrant in the
case of housemaids. On one hand, according to the social viewpoint, the shortage of
labour supply is caused by the social value on the occupation of housemaid. It would be a
difficult task to change such social value, and therefore this shortage will exist in
Thailand for quite a long time. So, if the registration of migrants in this sector is not
allowed, some Thai workers, especially female, may need to withdraw themselves from
the labour force in order to take care of their houses. The reduction in workforce will
suddenly reduce the national income and will probably create the labour shortage in other
sectors as well. The registration of housemaid is, therefore, an admirable measure. On
the other hand, from the economic perspective, the shortage of domestic housemaid is
caused by the low level of wage. If wage could rise higher than the current level, many
Thai workers would be lured to work in this occupation. However, allowing foreign
workers to work in this occupation will depress the increase of wage of the housemaids as
appeared in 1999 and 2000, and it will drive Thai workers even far away from this
occupation. Therefore, according to this point of view, the registration of housemaids
should not be allowed.

Taking both points into our consideration, we strongly suggest 2 other measures
that should also be conducted in order to limit the dependence on these irregular migrants.
Firstly, changing the attitude toward the housework among Thai workers should be an
urgent measure. Yet, this action does not need to promote the work of housemaid among
Thais, but it should only eliminate the wrong attitude toward this occupation. Decision to
work or not to work as housemaid should be based purely on the economic viewpoint
such as wage and earnings but not on the social value as currently using. However, this
first measure alone is probably not enough to solve the problem, and the other measure is
also needed. The idea for the second measure is that if we cannot entirely substitute Thai
housemaids for foreign housemaids due to the domestic supply constraint, we may need
to introduce something else that can be replaced the needs for all housemaids regardless
of nationality. The ‘“something” is such as the laundry service, the organized
housecleaning service, or the daycare service. If this service becomes reliable and
popular among the Thai society, the demand for housemaid as a whole may be reduced.

Yet, it seems that both recommended measures can not solve the problems within
the matter of days or months. Thus, the registration of foreign housemaids should still be
allowed at the moment to moderate the currently high demand for housemaids. A
maximum quota in the foreign housemaid registration should be adopted to slow the level
of dependence on the irregular migrants.

IV. Conclusion and Suggestion

Comparing the labour market before and after the crisis, one should notice that the
conditions have changed substantially. Before the crisis, the employment level expanded
rapidly in modern sectors. Labour shortage became a major problem in many sectors.
The adjustments to the shortage, however, were different between sectors. Of the 5
studied sectors, some sectors alleviated the shortage by using the labour of their children,
but many started looking for workers from neighboring countries. Yet, only a few of
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them tried to utilize the benefits from the technology development in order to solve the
labour shortage problem.

In 1998, the Thai labour market was severely affected by the economic crisis, and
its impacts still remained in the market until today. The current unemployment rate is
still at a high level. The labour shortage problem in the construction and textile sector has
virtually disappeared, but the problem in the other 3 focused sectors still exists in
different manners. The farming sector seems to have a seasonal shortage rather than a
long-term one as its level of employment fluctuates around 2-3 million persons between
seasons. The marine fisheries sector is currently not facing the shortage problem, but it
will probably encounter the problem in the near future. People in this sector are ready to
move to other highly paid sectors when the economy revives. Also, the long hours of
working in this sector may be the major discouragement to Thai worker from
participating in this sector. The shortage of housemaids becomes a structural problem
because of the social value. People are unwilling to work as housemaids no matter how
high the wage level is. Looking into the future, the forecast of employment shows that
the number of employed persons will slowly increase in the future. The rate of
unemployment will rise beyond the currently high level as well.

According to the 2001 registration, there were 568,249 irregular migrants reported
for the registration. This figure may seem unimportant in comparison to the total amount
of Thai workers at 32.83 million persons. However, if one deducts the types of Thai
workers who are not affected, in term of employment status, by the hiring of foreigners
such as employers or those highly educated, the focused group of Thai workers—the
private employees with primary education—would then reduce to 6.34 million person.
The registered migrants now account for 8.96% of the number. Even though it is
expected that there are thousands of migrants who did not show up for the registration,
the ratios of registered migrants to focused group of Thai workers in some sectors are
already higher than 100% such as in the transportation in cargo (247.62%) and the marine
fisheries (132.73%). It is inarguably that the dependence on the irregular migrants is
already at a considerable level.

Although the employment of foreign workers can immediately increase the size of
labour force and the national production, a distinction should be made between short-run
economic expansion versus long-run sustainable development. The simple question is
what would happen if Thailand could no longer hire irregular workers. Therefore, the
long-term policies should aim to reduce the dependence on these foreigners. Promotion
of labour substituting technologies should be implemented to take the pressure off the
demand for low-skilled labour. However, some sectors that do not confront the labour
shortage problem would have no justification to employ the foreign workers, and
immediate actions in reducing the dependence can be made.
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Table 6 Forecast of Labour Force, Employment, and Unemployment by
Gender and Education from 2002-2006

(unit: million persons)

2002 2003 2004 2005 2006
Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3
Both Gender
1. Labor Force 32.81 34.87  33.51 3556 3430 3633 3518 3719 36.16  38.15
- Primary 21.06 22.45 20.90 22.27 20.76 22.09 20.61 21.91 20.47 21.74
- Lower Secondary 4.32 4.52 4.56 4.65 4.83 4.78 5.10 4.92 5.39 5.06
- Others 7.43 7.90 8.04 8.64 8.72 9.46 9.47 10.36 10.30 11.36
2. Employment 31.15 33.81 31.78 34.42 32.49 35.10 33.28 35.87 34.16 36.74
- Primary 2024 22.09  20.11 2192  19.99 2176 1987 2160 19.77  21.44
- Lower Secondary 4.03 4.34 4.26 4.46 4.50 4.59 4.75 4.72 5.02 4.85
- Others 6.88 7.38 7.41 8.03 8.00 8.75 8.65 9.55 9.37 10.44
3. Unemployment 1.66 1.06 1.74 1.14 1.82 1.23 1.91 1.32 2.00 1.42
- Primary 0.82 0.35 0.80 0.34 0.77 0.33 0.74 0.31 0.70 0.30
- Lower Secondary 0.29 0.19 0.31 0.19 0.33 0.19 0.35 0.20 0.38 0.20
- Others 0.55 0.52 0.63 0.61 0.72 0.70 0.82 0.81 0.93 0.92
4. Unemployment Rate 5.06 3.04 5.19 3.21 5.30 3.38 5.42 3.55 5.54 3.71
Male
1. Labor Force 1864 1924 19.06 1963 1952 20.06 20.03 2055 20.61 21.09
- Primary 11.81 1213 1172 1203 1163 1194 1155 1184 1147 1174
- Lower Secondary 2.74 2.81 2.90 2.89 3.07 2.98 3.24 3.07 3.43 3.16
- Others 4.09 4.29 4.44 4.70 4.82 5.15 5.24 5.64 5.71 6.19
2. Employment 17.75 18.68 18.12 19.03 18.54 19.42 19.00 19.85 19.52 20.35
- Primary 11.39 11.96 11.32 11.87 11.25 11.78 11.18 11.69 11.12 11.61
- Lower Secondary 2.56 2.69 2.70 277 2.86 2.85 3.02 2.94 3.19 3.02
- Others 3.80 4.02 4.10 4.38 4.43 4.78 4.80 5.22 5.21 5.72
3. Unemployment 0.89 0.56 0.93 0.60 0.98 0.65 1.03 0.70 1.09 0.75
- Primary 0.42 0.17 0.40 0.16 0.38 0.15 0.37 0.15 0.35 0.14
- Lower Secondary 0.18 0.12 0.20 0.12 0.21 0.13 0.23 0.13 0.24 0.13
- Others 0.29 0.27 0.34 0.31 0.39 0.36 0.44 0.42 0.50 0.48
4. Unemployment Rate 4.78 2.89 4.91 3.06 5.03 3.22 5.15 3.39 5.28 3.55
Female
1. Labor Force 14.17 15.63 14.46 15.93 14.79 16.27 15.15 16.64 15.55 17.06
- Primary 9.25 10.31 9.19 10.23 9.12 10.15 9.06 10.07 9.00 9.99
- Lower Secondary 1.58 1.71 1.67 1.76 1.76 1.80 1.86 1.85 1.96 1.90
- Others 3.34 3.61 3.61 3.94 3.90 4.31 4.23 4.72 4.59 5.16
2. Employment 13.40 15.13 13.66 15.39 13.95 15.69 14.27 16.02 14.64 16.39
- Primary 8.84 10.13 8.79 10.05 8.74 9.98 8.69 9.91 8.65 9.83
- Lower Secondary 1.47 1.65 1.55 1.69 1.64 1.74 1.73 1.78 1.83 1.83
- Others 3.08 3.36 3.31 3.65 3.57 3.97 3.85 4.33 4.16 4.72
3. Unemployment 0.77 0.50 0.80 0.54 0.84 0.58 0.88 0.62 0.92 0.67
- Primary 0.41 0.19 0.40 0.18 0.38 0.17 0.37 0.17 0.36 0.16
- Lower Secondary 0.11 0.07 0.1 0.07 0.12 0.07 0.13 0.07 0.13 0.07
- Others 0.26 0.25 0.29 0.29 0.33 0.34 0.38 0.39 0.43 0.44
4. Unemployment Rate 5.43 3.22 5.55 3.40 5.66 3.57 5.78 3.74 5.89 3.91

Source: TDRI
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Table 7 Forecast of Employment by Industry from 2002-2006

(unit: million persons)

2002 2003 2004 2005 2006
Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3 Q1 Q3
Both Gender
Agriculture 11.70 15.44 11.69 15.45 11.70 15.46 11.72 15.48 11.75 15.51
Manufacturing 5.58 4.97 5.77 5.13 5.97 5.32 6.22 5.55 6.50 5.80
Construction 1.67 1.24 1.69 1.27 1.72 1.29 1.76 1.32 1.80 1.35
Utilities 0.17 0.16 0.17 0.16 0.17 0.16 0.17 0.16 0.17 0.16
Commerce 5.60 5.52 5.84 5.78 6.10 6.06 6.39 6.38 6.70 6.72
Transportation 0.99 1.10 1.04 1.08 1.08 1.09 1.1 1.10 114 1.12
Services 5.43 5.38 5.57 5.53 5.74 5.71 5.90 5.88 6.09 6.07
Total 31.15 33.81 31.78 34.42 32.49 35.10 33.28 35.87 34.16 36.74
Male
Agriculture 7.05 8.74 7.04 8.76 7.06 8.77 7.07 8.79 7.10 8.81
Manufacturing 2.86 2.59 2.97 2.69 3.09 2.79 3.23 2.92 3.38 3.06
Construction 1.41 1.03 1.43 1.05 1.45 1.07 1.48 1.09 1.51 112
Utilities 0.14 0.13 0.14 0.13 0.14 0.13 0.14 0.13 0.14 0.13
Commerce 2.82 2.71 2.96 2.85 3.10 3.01 3.27 3.18 3.45 3.37
Transportation 0.88 0.94 0.92 0.94 0.95 0.94 0.98 0.95 1.01 0.97
Services 2.59 2.54 2.67 2.62 2.75 2.71 2.84 2.79 2.93 2.89
Total 17.75 18.68 18.12 19.03 18.54 19.42 19.00 19.85 19.52 20.35
Female

Agriculture 4.65 6.70 4.64 6.70 4.64 6.69 4.65 6.69 4.65 6.70
Manufacturing 2.72 2.38 2.80 2.45 2.89 2.53 3.00 2.63 3.12 2.74
Construction 0.26 0.21 0.27 0.22 0.27 0.23 0.28 0.23 0.29 0.24
Utilities 0.03 0.03 0.03 0.03 0.03 0.03 0.03 0.03 0.03 0.03
Commerce 2.78 2.81 2.88 2.93 2.99 3.05 3.12 3.19 3.25 3.35
Transportation 0.1 0.15 0.12 0.15 0.13 0.15 0.13 0.15 0.14 0.15
Services 2.84 2.84 2.91 2.92 2.99 3.00 3.07 3.09 3.15 3.19
Total 13.40 15.13 13.66 15.39 13.95 15.69 14.27 16.02 14.64 16.39

Source: TDRI
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Table 8 Distribution of Gross Domestic Products by Sector*

(unit: percent)
1980 1985 1990 1995 1998
1. Agriculture 14.03 10.44 7.34 6.13 7.15
- Farming (non-rice) 5.68 4.09 3.24 2.55 2.65
- Livestock 2.35 1.77 1.41 1.00 1.09
- Marine Fisheries 0.99 0.78 0.78 0.98 1.35
- Other Agriculture 5.01 3.80 1.91 1.59 2.06
2. Industry 51.75 52.76 57.17 58.51 57.14
- Mining 1.36 1.94 1.06 0.96 1.27
- Rice Mill 3.82 2.99 1.47 1.21 1.91
- Pottery 0.14 0.13 0.11 0.12 0.15
- Textile & Garment 6.74 8.12 9.07 8.05 8.04
- Construction 7.06 7.01 9.69 9.50 5.06
- Other Industries 32.62 32.58 35.77 38.67 40.73
3. Service 34.22 36.80 35.48 35.37 35.70
- Transportation in Cargo 0.1 0.08 0.04 0.04 0.04
- Housemaid** 0.41 0.50 0.60 0.55 0.46
- Other Service 33.70 36.22 34.84 34.78 35.20
Total 100.00 100.00 100.00 100.00 100.00

Source: I/O Table, National Economic and Social Development Board

Note: (*) 180 production sectors were regrouped into the sectors as shown above for our purpose.

(**) Due to the data limitation, this sector also includes other personal service such as laundry

hairdressing, funeral, etc.
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