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Executive Summary

Thailand Development Research Institute (TDRI), under the funding from the Ministry of
Labor, had worked on the Labor Warning System Project on 2009. The result was used in
upgrading the prediction of labor warning more concretely, however the changing in
Thailand and global economic situation directly effect to country’s labor market. As a result,
under the fiscal year 2012, TDRI receives financial support from Labor Economic Bureau, the
Office of Permanent Secretary, Ministry of Labor to continuously working on the project
under the name “Enhancing Efficiency of Labor Warning System, 2555 — 2557 (A.C. 2012 -
2014)” in order to consistently predict labor warning related issues and policy development

in the near future. The objectives of the project are;

1. To develop labor warning system database in according to Thailand Standard
Industrial classification: TSIC 2009.

2. To develop the existing labor warning model to be more efficient and accurate in
estimating labor market trend, as well as to create a new model that is able to estimate
labor market in various dimensions, such as time, labor market, industrial sector, and

international dimension.
3. To improve labor warning system in according to the new labor warning model.

4. To escalate skill and capacity of Ministry of labor staff in terms of labor economic

analysis by using econometric method.
The scopes of the project are;

1. Developing labor warning system database in according to Thailand Standard
Industrial Classification: TSIC 2009)

2. Developing the existing labor warning model and create the new model to

estimate the following dimensions;

® Time Dimension: Quarterly labor warning system model

® |abor market Dimension: Warning in  employment, termination and

Unemployment Model

® |ndustrial sector Dimension: Warning in labor economic especially in the

selecting important industrial sector Model

® |nternational dimension: Labor warning based on economic leading

indicator in trading countries (e.g. India, ASEAN countries, EU)



1AsIN1SHAILNIUSEANT A NSTUURDUABAIULS U T 2555-2557

3. Strengthening skill and capacity of developing the existing model and create the

new one for Ministry of labor staff

4. Arrange the training session to Ministry of Labor staff in order to understand how

to use the labor warning system.
The result of the project provide as followed;
Results of the project

In the second phrase, the data obtained in employment, termination, unemployment, and
employment in industrial sector were from two main sources; Ministry of labor and National
Statistical Office of Thailand. The data was obtained by using Signal Analysis and Multinomial
Logit as methodology. In this phrase, Multinomial Logit (mlogit) was used instead of probit
model. Although these two models are widely used in Early Warning System: EWS, turned
out that mlogit reflected its more accurate proportion, when comparing the propotion of
correct prediction and propotion of crisis. Therefore, mlogit was selected as one of the

methodologies used in this phrase. The findings of the project are as followed,

1. The Result of Sienal Alarming Analysis

Self-insured people under the section 33 from SSO is used as dependant data

together with thirteen economic indicators (Table E-1)

Table E-1  Thailand Economic Indicators

® Electricity Consumption ®  Domestic car sales
Warning Signals affecting aggregate e Mot L L
® Private Investment Index Otorcycies sates

demand

® Private Consumption Index ®  Export Values

® Capacity Utilization ®  Manufacturing Production Index

Warning signal affecting aggregate
® Construction area permitted in ®  Crude Oil Price

supply

municipal areas

® | eading Economic Indicator

Leading economic indicators’ warnin . )
E § | ® Business Sentiment Index

ignal
signats ® Stock Exchange of Thailand Index

There was an economic variable alerted of economic crisis that took place in 1997-
1999, 2009, and the last quarter of 2011. Warning level is categorized into 3 sections as the

following.
1) Normal Level: Less than 5 indicators are alerting
2) Surveillance: 5-6 indicators are alerting

3) Warning: > 6 indicators are alerting

E-2
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Furthermore, economically influencing countries such as USA, Japan, OECD countries,
China, India, and Indonesia can be used as a labor warning indicator because these are
Thailand’s most important trading partnership. If these countries encountered economic
downturn, Thailand Exporting Values would be affected as well as industrial sector and

employment.

2. The result of analyzing the probability of labor economic crisis’s occurrence.

Under the mlogit model, period can be categorized into 3 regimes. (1) Pre-crisis (Yi,
t=1) at significant level (Q) 0.10. The significant variables (as shown in table E-1) will also

include positive and negative shock signal.

Result of the analysis is divided into two categories — overall labor market and

industrial sector.
1) Overall Labor Market
The result of overall labor market is shown in table E-2

Table E-2  The summary of impending crisis significant variables in overall labor market

from m-logit model

-
5 E 5 P @ %
C c = v
.. O o 1§ o] o & & £ =
= 5 v = = < 5 = 5 £ € @
g o 2 Q X = o = © © = += [SEEPS o X
= £ © £ [ 35 U © > < 5 c Vv QO S QO
+ > e} W + g c g bAle! c 9
9 2 S 2 c > o O = S © I3} 0w < = £
= C o = c c Q = n 0]
(] o o O 5 = [oR ~ © (0] s
© > [V - < ©
@) — v a a
SSO-12 months X X X
SSO-3 months X X X
NSO-employment X X X
NSO-unemployment X X X
DOL-12 months X X X
DOL-3 months X X X
DOE-12 months X X
DOE-3 months X X

Note: x = significant variable
SSO = Social Security Office
NSO = National Statistical Office of Thailand
DOL = Department of Labor
DOE = Department of Employment

2) Employment in industrial sector

Fourteen industries are selected; namely, (1) Electricity and Electronics (2)
Automotive and parts (3) food and feed (4) textiles (5) garment (6) wholesale, retail, repairing
automotive, motorcycles, and personal belongings (7) mold (8) construction (9) woods and
household furnishings (10) financial intermediation (11) logistic (12) health related work,

E-3
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social work, community and society services (13) tourism and (14) hotels and restaurants.
Detail of economic activity is accordance with TSIC 2009, with the result of analysis found as

shown in table E-3.
Suggestions

The current situation of unemployment in Thailand is stable and not too bad to cope with
as can be seen in the unemployment rate that remains lower than 1.5 percent since 2006.
However, the main problem found is labor shortage that has become the severe issue for
the country, especially skilled & upper skilled level. National Statistical Office of Thailand is
the only institute that has been collecting the data in demand for labor, as well as skill
shortage, but data collection has not been done consistently. Otherwise, the data could

have been more trustworthy, resulting in the better analysis and result.

In the past 16 years, Thailand had experienced four main economic crises, which are
(1) Asian financial crisis, (2) Subprime Crisis, (3) 2011-flooding, and (4) the new daily minimum
wage — 300 Baht. Early Warning System had been known in Thailand for quite some time
already; thus, it is not something entirely new to Thailand. However, with the lack of
efficiently distributing information and with limited number of knowledgeable staff relating
to labor warning system resulting relatively low number of people know of labor warning

system, which makes this development not sustainable it should be.

E-4
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Table E-3  The Result of Significant Economic Variables under Multinomial Logit Model by Industrial Sectors
Main Economic Variables Sector Economic Indexes
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