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Book : Demographic Disruption Get your company ready for the future

Kua Wongboonsin, Patcharawalai Wongboonsin, Chaipong Pongpanich

Abstract

Every business, every organization, and every venture depends on human capital for
success. Whether it’s staff, management, suppliers, or customers, without people, none would
survive. It’s a basic and obvious truth. But what happens when there is a lack of qualified
people, and competition for these qualified people is strong? What if, in five, ten, or even
twenty years from now, the market size of the young changes from 25% of the population to
15%? How will such changes affect marketing campaigns, manufacturing process, or product
innovation and development? The demographic disruptions that are occurring in economies
around the world should concern every forward-thinking CEO, managing director, business
owner, and executive. Demographic Disruption helps untangle the complicated world of
demographics, by explaining the significance of demographic transitions and second
demographic dividends. Most importantly, it details how to prepare for a future in which

everything will be different form what it is today.
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Economic Modelling 60 (2017) 364-379

Searching for empirical linkages between demographic structure
and economic growth

Kua Wongboonsin, Piyachart Phiromswad

Abstract

Demographic structure could affect economic growth through many channels. However,
little is known about how demographic structure affects economic growth since no study has
examined an extensive collection of channels through which demographic structure could
affect economic growth in a single context. This paper overcomes this limitation by examining
45 potential mediating variables between demographic structure and economic growth. A
causal search algorithm is used to identify channels through which demographic structure
affects economic growth. Our results suggest that demographic structure affects economic
growth differently between developed and developing countries. For developed countries, we
find that an increase in the share of middle-aged workers has a positive effect on economic
growth through institutions, investment and education channels. On the other hand, an increase
in the share of the senior population has a negative effect on economic growth through
institutions and investment channels. For developing countries, we find (but with weak
evidence) that an increase in the share of young workers has a negative effect on economic

growth throughinvestment, financial market development and trade channels

ARTICLE INFO
JEL classification: C55C33047J11
Keywords: Economic growth Growth regression Demographic structure Graph-theoretic causal

searchPC algorithm
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Identifying the Missing Links: Enhancing Regional Connectivity of

Mekong Countries amidst Demographic Transitiont
KUA WONGBOONSIN, TAKAMASA FUJIOKA,

SABIN SRIVANNABOON, AND PIYACHART PHIROMSWAD

Abstract

Mekong countries (Cambodia, Lao PDR, Myanmar, Vietnam and Thailand) will experience
a challenging demographic shift in the near future. This demographic shift will reduce the
working-age population, which could be a major obstacle for their economic development. To
alleviate this problem, Mekong countries need to urgently transform their industrial structure
towards capital-intensive. However, it is unlikely that Mekong countries can accomplish this
mission in time if each country works individually. In this paper, we argue that industrial
transformation for Mekong countries will be better materialized if all Mekong countries are well-
connected. This will enhance the chance of receiving foreign direct investment (FDI) and
knowledge transfer from more advanced nations. Based on the ASEAN connectivity framework,
we measure each dimension of connectivity using the information from the Global
Competiveness Report (GCR) of the World Economic Forum (WEF). With this, we are able to
identify and prioritize areas of connectivity of Mekong countries that need major improvement,
including transportation infrastructure, electricity supply and security. We further argue that
Japan and China could play a vital role in fostering development in connectivity in Mekong

countries.
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The Influence of Neighbor Effect and Urbanization Toward

Organ Donation in Thailand
Kua Wongboonsin, Pth, Pavitra Jindahra, PhD2,
and Surat Teerakapibal, PhD’

ABSTRACT

Introduction: Toward population wellness, an extreme scarcity of organ supply is
proven to be an enormous hindrance. Preferences toward organ donation are vital to raise the
organ donation rate. Notably, the area people live in can address the social influence on
individual preference toward organ donation. Research Questions: This article studies the impact
of the neighbor effect on organ donation decisions, addressing the social influence of
urbanization on preferences. How neighborhood specific variables, population density, and
socioeconomic status drive the neighbor effect is investigated. The pursuit of organ donor traits
is to be answered. Design: The study uses organ donation interview survey data and
neighborhood-specific data from Thailand to estimate a series of logistic regression models.
Results: Individuals residing in urban areas exhibit a greater likelihood to sign the donor card
than those in rural areas. The neighborhood socioeconomic status is the key driver. An
individual is more willing to be an organ donor when having neighbors with higher
socioeconomic statuses. Results also reveal positive influences of males and education on the
organ donation rate. Discussion: This article documents the “neighbor effect” on the organ
donation decision via living area type, offering an alternative exposition in raising the organ
donation rate. In shifting the society norm toward organ donation consent, policy-makers should
acknowledge the benefit of urbanization on organ donation decision derived from resourceful
urban areas. Moreover, raising education levels does improve not only citizens’” well-being but

also their tendency to exhibit an altruistic act toward others.

Keywords
consumer wellness, organ donation, neighbor effect, decision-making, choice, urbanization
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Healthy Food Choice in Thailand: An Investigation into Illness Knowledge and

Sociodemosraphics

Kua Wongboonsinl, Surat Teerakapibatz,*, Pavitra Jindahra1

*Corresponding author: suratt7@tbs.tu.ac.th

Abstract

You are what you eat. Food choices have been found to have effects on people and
their diseases. Given plain taste, healthy food choices are less popular. This study aimed to
investigate relevant factors of healthy food-choice decisions among healthy and unhealthy
consumers. We examined the impact of awareness of health conditions (illness knowledge) and
sociodemographics on food-consumption behavior using logistic regression models. Empirical
results showed that consumers place taste as the key determinant when making food-
consumption decisions. Men are more inclined towards unhealthy food choices than women.
Ageing helps sway consumers to eat more plain food. Illness knowledge influences consumer
preferences towards a healthier option, the plain taste food. However, illness knowledge has
less influence on educated consumers and older consumers who exhibit strong fixation on tasty
food preference. Education helps consumers form healthy food preferences rather than alters
existing preferences towards healthy food choices. In promoting healthy food choices,
awareness of health status becomes a vital factor. Health checkup campaign is therefore

encouraged, supporting consumers to wisely consider healthier food choices.

Keywords: food choice, plain taste, healthy food consumption, illness knowledge, consumer

wellbeing

Cite This Article: Kua Wongboonsin, Surat Teerakapibal, and Pavitra Jindahra, “Healthy Food
Choice in Thailand: An Investigation into Illness Knowledge and Sociodemographics.” Journal of
Food and Nutrition Research, vol. 6, no. 6 (2018): 414-418. doi: 10.12691/jfnr-6-6-10
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Introduction of an Investment Model

to Prepare for Superaged Era in Thailand

Kua Wongboonsina, Chonawee Supatgiata, *(Corresponding author) Karine Tunga,

ABSTRACT

The goal of this work is to introduce a new investment model to prepare for the
Superaged era in Thailand. Our proposed model, “Superaged era Funding System” (SFS), makes
use of Thais' retirement savings, by efficiently allocating the funds towards student loans and
businesses via mutual fund system and crowdfunding system. The qualified recipients for the
student loans are the very smart but poor students. Funded businesses will help increase the
return of investment and offer employment opportunities for future skilled labor force. In order
to reduce risk and insure sustainability: the screening process for qualified students must be
strict and the businesses portfolio must be diversified. Our model includes three studies:
student loan default, project selection, and resource allocation. Each part is defined with the

goal to insure sustainability and optimality for the whole system.

Keywords: superaged; skilled labor; student loan; higher education; retirement savings;

crowdfunding
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Reexamining the Effects of Perceived Coworker and Supervisor Support on Employee
Intention to Quit:

Evidence from Thailand

Kua Wongboonsin, Pitichai Dejprasertsri, Tanasak Krabuanrat®, Siriyupa Roongrerngsuke, Sabin

Srivannaboon and Piyachart Phiromswad

ABSTRACT
Manuscript type: Research paper

Research Aims: We examine the effects of perceived coworker and supervisor support on

employee intention to quit in Thailand.

Design/methodology/approach: We design a questionnaire which was distributed to a
representative sample of entry-level employees from the biggest food and beverage franchise
company in Thailand. A total of 322 completed and usable questionnaires were received. We
use regression analysis to examine the influence of coworker and supervisor support on the

intention to quit for workers of various age groups in Thailand.

Research Findings: Our results indicate that findings in the existing literature on the social
support in the workplace which are predominantly conducted in Western countries are
inapplicable for retaining young workers in Eastern countries such as Thailand. Several supports
which are effective in reducing the intention to quit in Western countries (such as coworker and
supervisor expressive support) proved ineffective in our study. Furthermore, some of these
supports (such as supervisor informational support for older worker) even have the opposite

effect on the intention to quit of the workers we studied.

Theoretical Contribution/Originality: We aim to reexamine the influence of coworker and
supervisor support on the intention to quit in an Eastern country such as Thailand. Also, we
examine the influence of coworker and supervisor support on the intention to quit for workers

of various age groups in Thailand.



*Corresponding author: Tanasak Krabuanrat is a faculty member in Operations & Technology at
Sasin School of Management, Email: tanasak.krabuanrat@sasin.edu; Kua Wongboonsin is a senior
researcher at Sasin School of Management, Email: kua.wongboonsin@sasin.edu; Pitichai
Dejprasertsri  is  the HR  Manager at the Coffee Club  Thailand, Email:
pitichai.dejprasertsri@sasin.edu; Siriyupa Roongrerngsuke is a faculty member in Management at
Sasin School of Management, Email: siriyupa.roongrerngsuke@sasin.edu; Sabin Srivannaboon is a
faculty member in Operations & Technology at Sasin School of Management, Email:
sabin.srivannaboon@sasin.edu; Piyachart Phiromswad is a faculty member in Finance at Sasin
School of Management, Email: piyachart.phiromswad@sasin.edu Sasin School of Management
of Chulalongkorn University, Sasa Patasala Building, Phyathai Road, Pathumwan, Bangkok 10330,
Thailand. This research is supported by the Thailand Research Fund RTA5780011 and
Chulalongkorn University.

Practitioner/Policy Implication: Companies in Eastern countries should reconsider their
strategies in retaining workers since these strategies are likely to be guided by the findings from
studies conducted in the Westerner countries which are inapplicable in the context of Eastern

countries.

Research limitation/Implications: Our limitation is that we focus on only one company in
Thailand.

Keywords: coworker support; supervisor support; intention to quit; employee retention

JEL: M12, M54, M59
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(Draft)
Aging Consumers and Financial Choices

Kua Wongboonsin, Pavitra Jindahra, Punjaporn Chinchanachokchai
ABSTRACT

Elderly cohort has received attention from academic and business sectors due to the
rapid growing of its size across the world. The number of older persons is growing faster than
the numbers of people in any other age group. Population ageing is becoming a world
phenomenon. The ageing process is more advanced in some regions than in others, beginning
more than a century ago in countries that developed earlier. According to data from World
Population Prospects: the 2015 Revision, the number of older persons is projected to reach 1.4
billion between 2015 and 2030 (United Nations 2015). By 2050, the global population of older
persons will double in its size in 2015, reaching nearly 2.1 billion (United Nations 2015). The
change of demographic structure is now affecting some of the developing countries such as
Thailand. According to National statistical Office of Thailand (2015), ‘elderly’ is defined as a
person whose age is 60 years or older, since it’s the age where people can legally receive senior
citizen benefits from government, and sometimes used as the cut-off age for retirement in
Thailand in general. The rapid ageing of Thailand’s population causes the nation to be among
the first today’s developing countries to become an ageing society. As one of ASEAN countries
with the highest oldest “population profile”, Thai elderly will comprise 20% of Thailand’s total
population within 20 years (Amornvivat et al. 2015). World Bank has stated that the fertility rate
of Thai population has dropped from 4.9 in 1974 to 1.6 in 2013, and is projected to get down to
1.3 in 2033 (Ministry of Social Development and Security 2015), which is much lower than the
level needed to sustain the current population size. Lower mortality rate and longer life
expectancy of Thai elderly from greatly improved medical care are the other factors that cause
the growing size of elderly numbers (World Bank 2014). Life expectancy of Thai male is
estimated at 72 years old, increased from 52 back in 1960, while female is estimated at 78
years, changed from 57 years in 1960 (World Bank, 2014). These demographic disruptions will
cause the percent of total Thai population that is 60 years or older to reach 26.9% in 2030, and
increase up to 37.1% by 2050 (United Nations 2015). The graying of society will pose challenges
for the economy, forcing government, business sector and individual to adapt. Meanwhile, this

growing size of senior sector will also bring about business opportunities. Older consumers will



command an outsize share of purchasing power. Thus, understanding their specific needs is
important for economists and business sectors. Companies need to be aware of elderly’s
characteristics and preference, and enhance its capacity to reach this high potential target

segment.
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CHAPTER 3
CHANGES IN FAMILY COMPOSITION AND CARE RELATIONS
IN THE KINGDOM OF THAILAND

Patcharawalai Wongboonsin, Thuttai Keeratipongpaiboon, Kua Wongboonsin
ABSTRACT

The Kingdom of Thailand, or Thailand in short, was known during the pre-modern period
as Siam.1 The Kingdom is located in the heart of Southeast Asia, with Bangkok Metropolis as the
capital city. Covering an area of nearly 513,115 square kilometres (approximately 198,455 square
miles), Thailand shares land borders with the Republic of the Union of Myanmar in the north
and west, the Andaman Sea in the west, Lao People's Democratic Republic or Laos in the north
and north-east, the Kingdom of Cambodia and the Gulf of Thailand in the east, and the
Federation of Malaysia or Persekutuan Malaysia in the south.

Thailand adopts a four-region classification system. In 2010, the semi-arid plateau in the
Northeast was identified with the largest proportion of population (18.8 million, or 28.7% of the
total population), followed by the Central region (18.1 million, or 27.7% of the total
populations) in the fertile plain area, where Bangkok Metropolis, the capital city or Bangkok in
short, is located. In the Northern region which occupies multiple mountainous and upland areas
incised by steep river valleys, 11.5 million or, 17.5% of the total population are located. This is
followed by the Southern region (8.9 million, or 13.5% of the total population). In 2010, the
whole kingdom covered 76 provinces, 928 districts, 7,416 sub-districts and 61,032 villages.
Among all provinces in Thailand, Bangkok was identified with the largest proportion of the
population (8.2 million or 12.6% of the total population). From the whole kingdom perspective,
the latest population and housing census carried out on September 1, 2010, recorded Thailand
with 65.5 million people living in 20.5 million households. This compared to only 8.4 million
households during the 1980 Population and Housing Census, when there were 44.8 million
people living there. 95.1% of the recorded population in 2010 were Thais (62.3 million) and
51.0% were female (33.4 million). Thailand was, accordingly, ranked as the fourth largest in
population size in Southeast Asia, after Indonesia (240 million), the Philippines (92 million), and
Vietnam (88 million), respectively (NSO 2012, 14-15). Thailand was also experiencing a fertility
transition and transformed into an aging society as the country modernised from the pre-

modern era, traditional agrarian economy.



Given the above, one would expect to find a changing family system and weakening family ties
in Thailand. Relying upon documentary research of existing archives, this chapter accordingly
aims to investigate whether there were changes or continuities in family composition and care
relations. The analysis is made against the backdrop of modernisation and economic
development, based on the hypothesis that the current transitions in care relations were spill-
over effects of modernisation, which are not necessarily being addressed by social policies. In
addressing the literature gap in family relationships by providing a nexus of different
perspectives — cultural, demographic, socio-economic development and political — that were
intertwined with care relations, this chapter is divided into six sections. Before turning to the
changes in family composition and care relations in Thailand, it provides cultural, socio-
economic and demographic backeround, which is followed by changes in policy and legislation
relevant to care relations in Thailand. The concluding remarks are provided in the final section.
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CHAPTER 8
CONVERGENCE VERSUS DIVERGENCE:
CARE RELATIONS ACROSS THREE SOCIETIES
Jo-Pei Tan, Ki Soo Eun, Patcharalawai Wongboonsin, Kua Wongboonsin

Rahimah Ibrahim, Neuyen Huu Minh
ABSTRACT

Based on the findings in Chapters 5, 6 and 7, this Chapter examines and discusses key
points of similarity and difference in family relations, values and care provision amongst co-
resident and non-coresident families in Bangkok Metropolis, Hanoi and Kuala Lumpur. A critical
analysis of the findings follows the hypotheses presented in Chapter 1; and its discussion is
presented in three separate sections. The first section discusses family relationships and care
provision depicting findings that reflect strong family relationships and their relationship to care
provision provided by family members within the three societies. It also discusses attitudes and
practices for intergenerational care across the three societies. The second section focuses on
patriarchal values and their relationship with care relation within families in the three Southeast
Asian societies. The final section discusses the contribution of adult children and parental
characteristics in predicting the provision care between adult children and parents as well as

parents-in-law among coresident and non-coresident families in the three societies.
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Demographic structure could affect economic growth through many channels. However, little is known about
how demographic structure affects economic growth since no study has examined an extensive collection of
channels through which demographic structure could affect economic growth in a single context. This paper
overcomes this limitation by examining 45 potential mediating variables between demographic structure and
economic growth. A causal search algorithm is used to identify channels through which demographic structure
affects economic growth. Our results suggest that demographic structure affects economic growth differently
between developed and developing countries. For developed countries, we find that an increase in the share of
middle-aged workers has a positive effect on economic growth through institutions, investment and education
channels. On the other hand, an increase in the share of the senior population has a negative effect on economic
growth through institutions and investment channels. For developing countries, we find (but with weak
evidence) that an increase in the share of young workers has a negative effect on economic growth through
investment, financial market development and trade channels.

1. Introduction

Several works have shown that demographic structure (or age
structure) affects economic growth or its determinants (e.g. Sarel,
1995; Bloom et al., 2001; Persson, 2002; Kogel, 2005; Urdal, 2006;
Feyrer, 2007, 2008, 2011; Cuaresma et al., 2014). Demographic
structure could affect economic growth through various channels.’
However, little is known about how demographic structure affects
economic growth since no study has examined an extensive collection
of channels through which demographic structure could affect eco-
nomic growth in a single context. This is a serious shortcoming for
several reasons.

First, a conclusion drawn (e.g. significant or insignificant effect of a
potential determinant of economic growth in a growth regression) for a
variable regarding its mediating role between demographic structure
and economic growth could be sensitive to the inclusion of another
variable. This is analogous to the lack of robustness problem in the
growth regression literature (e.g. Levine and Renelt, 1992; Sala-i-

* Corresponding author.
E-mail address: piyachart.phiromswad@sasin.edu (P. Phiromswad).

Martin, 1997a, 1997b; Fernandez, Ley and Steel, 2001; Sala-i-Martin,
Doppelhofer, and Miller, 2004). This kind of conclusion is sensitive to
the inclusion of another variable since it might represent an omission
variable or it might represent a more direct cause of economic growth.
Second, discovering more variables that mediate the relationship
between demographic structure and economic growth would expand
our choice of implementable policies. Suppose we have identified that
demographic structure in the near future will be unfavorable to
economic growth. It is hard to imagine a policy that could effectively
and promptly influence demographic structure. However, if we have
discovered that the unfavorable effect occurs though some mediating
variables (such as government expenditures), it will be more practical
to design a policy that can offset this unfavorable effect by influencing
the mediating variable instead (e.g. by changing the composition of
government expenditures).

In this paper, we present a new methodology for examining the
empirical linkages between demographic structure and economic
growth. We use a causal search algorithm to aid the identification of

1 For example, population ageing could influence the composition of government expenditures which could affect economic growth positively or negatively. The rise of the “youth
bulges” (an increase in the share of population aged 15 to 24 years) has been found to be associated with an increased risk of political violence which could in turn affect economic growth
(Urdal, 2006). Government expenditures and political violence are two of the many channels that demographic structure could affect economic growth (see Table 1 for a list of channels
that demographic structure could affect economic growth considered in this paper). Galor (2005) discussed several mechanisms that trigger the start of demographic transition and their
role in the process of economic growth.
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Table 1

Channels through which demographic structure could affect economic growth considered
in the paper.

Sources: Phiromswad (2014a)

Channels Variables in the channels considered in the paper

Government revenues and
expenditures

Government “consumption” expenditure net off
spending on defense and education in nominal
GDP

Government expenditure on defense to nominal
GDP.

Government deficit to nominal GDP

Government expenditure on education to nominal
GDP

Government investment (fix capital formation) to
nominal GDP

“Social security contribution” to nominal GDP
Share of tax revenue to nominal GDP

Index of civil liberty

Index of political rights

Index of bureaucratic quality

Index of corruption

Index of ethnic tension

Index of rule of law

Index of investment profile

Number of revolutions and coups per year
Number of political assassinations

The black market exchange rate premium

The standard deviation of the black market
exchange rate premium

The openness dummy variable according to the
criterion in Sachs and Warner (1995)

The real exchange rate distortion index (or “real
overvaluation”)

The ratio of trade (export plus import) to GDP
Investment share to real GDP with PPP adjusted
Average investment price on purchasing power
parity

Annual inflation rate calculated from GDP deflator
Standard deviation of annual inflation rate
calculated from GDP deflator

Adult literacy rate

Average years of higher schooling in the total
population over the age of 25

Average years of primary schooling in the total
population over the age of 25

Average years of secondary schooling in the total
population over the age of 25

Average years of education of total population over
the age of 25

Total gross enrollment rate for higher education
Total gross enrollment rate for primary education
Total gross enrollment rate for secondary
education

Life expectancy at birth

Population density

Population growth rate

Total fertility rate (number of births per woman)
Fraction of population living in cities
(urbanization)

Hydrocarbon deposits

Proportion of mining and quarrying in GDP (in
current price of national currency)

Proportion of fuel exports in the total
merchandized exports

Non-fuel primary product export share of total
merchandized exports

The ratio of deposit money bank domestic assets to
deposit money bank domestic assets plus central
bank domestic assets

The ratio of liquid liabilities to GDP or “Financial
depth”

The ratio of claims on the non-financial private
sector to GDP

Institutions

Trade

Investment

Inflation

Human capital (education
and health)

Demography (beyond
demographic structure)

Natural resource
dependency

Financial market
development
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channels through which demographic structure affects economic
growth. Our causal search algorithm is the PC algorithm of Spirtes
et al. (2000). Beyond its ability to identify causal structure, another
major advantage of the PC algorithm is its speed which allows us to
study an extensive collection of potential mediating variables between
demographic structure and economic growth in a single context. Our
dataset is a panel data of 122 countries for 5-years period from 1960 to
2010. Appendix A presents a list of countries considered in this paper.
We consider 52 variables (two measures of economic growth, five
measures of demographic structure and 45 potential mediating vari-
ables between demographic structure and economic growth). Table 1
provides a list of the potential mediating variables between demo-
graphic structure and economic growth considered in this paper.

We find that there are differences in how demographic structure
affects economic growth between developed and developing countries.
For developed countries (OECD countries), we find that the index of
investment profile from the international country risk guide (ICRG),
the share of investment to GDP and the average years of education of
the total population over the age of 25 from Barro and Lee (2013)
mediate the relationship between demographic structure and economic
growth. For developing countries (non-OECD countries), we find (but
with weak evidence) that the average investment price on purchasing
power parity, the ratio of claims on the non-financial private sector to
GDP and the openness dummy from Sachs and Warner (1995) mediate
the relationship between demographic structure and economic growth.

This paper is organized as follows. Section 2 provides a literature
review. Section 3 discusses the dataset used in this paper. Section 4
discusses econometric methodology. Section 5 presents results. Section
6 provides conclusions and directions for future study. Next, we
present literature review.

2. Literature review
2.1. Population growth and economic growth

Early works that examine the impact of demography on economic
growth focused on population growth. Based on Bucci (2008), there are
three views about the impact of population growth on the economy.
According to the pessimistic view, population growth impedes eco-
nomic growth.” As noted first by Malthus (1798), population growth
exerts higher pressure on fixed economic resources (especially land)
used in the production process. With low or absent technological
progress, population growth would outpace food supply and create
famine which would reduce both economic and population growth.
Kelley (1988) and Kelley and Schmidt (1994, 1995) documented a
negative relationship between population growth and economic growth
for less developed countries. Kelley (1988) argued that the negative
effect of population growth on economic growth is likely to occur
among countries where natural resources are not abundant (especially
land and water), property rights are weak, and markets as well as other
institutions are inefficient. Kelley and Schmidt (1995) examined the
relationship between crude birth rate and crude death rate on
economic growth (which are two important components of population
growth).” They found that both had large but offsetting effects on

2 Theoretically, it can either be optimal or suboptimal to have an increasing population
size. Under the total utilitarianism, it is optimal to have an increasing population size
even when consumption per person reduces toward zero (see Boucekkine and Fabbri,
2013 for more discussion). This is the so-called Parfit's repugnant conclusion which
holds true in the static equilibrium. However, Marsiglio (2014) examined this conclusion
in the dynamic setting and concluded that this conclusion does not always hold as it
depends on certain parameter values.

3 They argued that each of them can be growth promoting as well as growth impeding.
An increase in the contemporaneous crude birth rate can slow down economic growth as
it reduces savings (from higher consumption of the younger population). However, the
past crude birth rate can be growth promoting as it increases the labor force. The effects
of an increase in the contemporaneous crude death rate on economic growth depend on
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economic growth in the 1960s and 1970s while the negative effects
outweighed in the 1980s which supports the pessimistic view.

The optimistic view postulates that population growth promotes
economic growth. Among many proponents are Kuznets (1960, 1967),
Kremer (1993), Jones (1997) and Tamura (2006). Kuznets (1960,
1967) posited several mechanisms by which population growth may
stimulate economic growth including growing labor force, increasing
stock of knowledge (from more inventors), larger savings and a larger
domestic market which permits greater economies of scale. Kremer
(1993) and Jones (1997) developed an endogenous growth model that
incorporates the role of population growth on technological change.
Assuming that the chance that each person will invent something is
independent of the size of the population and ideas are non-rivalrous,
population growth induces technological improvement as there will be
more lucky (or smart) inventors. Tamura (2006) developed a general
equilibrium model that shows how the young adult mortality rate
affects investment in human capital. As the young adult mortality rate
falls, this induces a higher rate of population growth as well as lowers
the fertility rate. A lower fertility rate reduces costs of investment in
human capital per child which increases the overall investment in
human capital and spurs economic growth.

The third view is the neutrality view. For this view, there is no
association (or no evidence supporting an association) between popu-
lation growth and economic growth. Easterlin (1967) adopted correla-
tional analysis and found no evidence for an association for the two
variables. Thirlwall (1972) adopted a regression analysis and found
that there is no significant association between population growth and
income per capita as well as between population growth and capital
formation. Dawson and Tiffin (1998) adopted a time series analysis to
examine the long-run relationship between population growth and
economic growth. They found that population is trend stationary while
income per capita has a unit root which precludes the existence of long-
term relationships between the two variables.

Bloom et al. (2003) argued that once other control variables are
included in the analysis, there is no evidence to support any association
between population growth and economic growth.

2.2. Demographic structure and economic growth

Recently, researchers have started to examine the impact of
demographic structure (or age structure) on economic growth.*
Examining the impact of demographic structure on economic growth
could be one approach that reconciles the contradictory findings of the
impact of population growth on economic growth since the level and
the growth of population in different age groups may have different
impacts on economic growth.

Bloom and Williamson (1998) examined the impact of the share of
the working-age population on economic growth. They noted its
positive effect on economic growth as the first demographic dividend.
As the mortality rate decreases without a parallel decline in the fertility
rate, population growth rate increases and the economy will be
populated with young people. Once these youngsters are old enough
to enter the labor market, the economy will enjoy an increase in the
labor force and faster economic growth (as labor is an input in the
production process). Kelley and Schmidt (2005) referred to this effect
as the “translations” effect when they distinguished productivity and
non-productivity effects of changing demographic structure on eco-
nomic growth. Kogel (2005) documented the negative effect of the
youth dependency ratio on the total factor productivity.

(footnote continued)
whether a change occurs mostly among workers (growth impeding from lower labor
force) or among dependents (growth promoting from higher savings).

4 Cooray et al. (2014) examined the impact of another demographic aspect which is
human capital disaggregated by gender on economic growth.
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2.3. Channels through which demographic structure affects economic
growth

Recently, researchers have started to examine the channels through
which demographic structure could affect economic growth. Feyrer
(2007, 2008, 2011) attempted to examine the productivity effect of
demographic structure. He found that an increase in the share of
workers aged 40-49 is associated with an increase the aggregate
productivity. Feyrer (2007) argued that innovation varies by the
demographic structure of the economy. Lehman (1953) documented
that people aged 30 to 40 are the most productive in creating
innovation. However, Crespo Cuaresma et al. (2014) found no pro-
ductivity effect of demographic structure on economic growth beyond
its effect on education. They found that once educational attainment
variables were controlled for, there is no impact of demographic
structure (measured by the growth of working-age population and
labor force participation) on total factor productivity.

Malmberg (1994) examined the impact of demographic structure
on economic growth using Swedish data. He demonstrated that various
age groups are associated with economic growth as well as gross saving
rate. Furthermore, the pattern of the association is consistent with the
life-cycle hypothesis in that a period with large working-age population
is associated with a high saving rate. Higgins (1998) found an influence
of demographic structure on savings and international capital flow. Lee
et al. (2000) also relied on the life-cycle hypothesis but he focused on
accumulated wealth. He introduced the concept of the second demo-
graphic dividend. The key idea is that as the share of the senior
population increases, the national wealth should be high since the
senior population has the highest concentration of wealth. If the
accumulated wealth is invested domestically, this will boost economic
growth thorough higher investment rates. If the accumulated wealth is
invested internationally, the return from foreign investment could
stimulate domestic spending which could be beneficial to economic
growth at home.” Urdal (2006) examines the “youth bulges” which
represents the tension between the young worker generation and the
older worker generation (i.e. “the clash of generations”) on political
violence. He found that the share of population age 15—24 is associated
with higher risk of political violence. Fougere and Mérette (1999),
Sadahiro and Shimasawa (2003) and Fougere et al. (2009) considered
an overlapping generation model in order to examine the impact of
population ageing on the economy. They found that population ageing
can promote economic growth once endogenous growth is allowed. In
particular, population ageing increases investment in human capital.

In sum, there is no study that examines an extensive collection of
channels (and variables in the channels) that explain how demographic
structure could affect economic growth in a single context. This is a
serious shortcoming as the findings of a focused variable can be
sensitive to the inclusion of another variable and this limits the choice
of implementable policies. Next, we discuss our dataset which we use to
identify channels through which demographic structure affects eco-
nomic growth.

3. Data

In this paper, our dataset is a panel data of 122 countries for 5-
years period from 1960 to 2010. Appendix A presents a list of countries
considered in this paper. We consider 52 variables (two measures of
economic growth which are the average of annual growth of real GDP
per capita with PPP adjusted over a 5-year window and the initial level
of real GDP per capita at each 5-year window, five measures of
demographic structure and 45 potential mediating variables between

5 However, several factors such as the institutional set up, social norms, and financial
openness of a country will play an important role in determining the benefit from the
second demographic dividend.
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demographic structure and economic growth). A major advantage of
the panel regression is its ability to remove the country-specific and
time-specific effects which could bias the estimation results (examples
of panel growth regression studies are Islam, 1995; Forbes, 2000;
Cohen and Soto, 2007). We capture demographic structure by classify-
ing population into five age groups: young population (YP; < 15),
young workers (YW, 15-24), middle-aged workers (MW; 25-44),
senior workers (SW; 45-64) and senior population (SP; > 65). This
categorization of population into several age groups allows for the
possibility that different age groups have different effects on economic
growth.

For the 45 potential mediating variables between demographic
structure and economic growth, we use the list from Phiromswad
(2014a) who constructed a list of potential determinants of economic
growth from all variables considered by Levin and Renelt (1992), Sala-
i-Martin (1997a) and Sala-i-Martin et al. (2004). We view these
potential determinants of economic growth as good candidates for
potential mediating variables between demographic structure and
economic growth. Table 1 provides a list of potential mediating
variables between demographic structure and economic growth.
These variables can be grouped into i) government revenues and
expenditures, ii) institutions, iii) trade, iv) investment, v) inflation,
vi) human capital (education and health), vii) demography (beyond
demographic structure), viii) natural resource dependency and ix)
financial market development. Appendix B discusses the sources of
the data. The data that we have obtained from the original sources
contain missing values. We address this issue by using multiple
imputation which will be discussed in Appendix D. Next, we discuss
the methodology that we use to identify channels through which
demographic structure affects economic growth.

4. Econometric methodology

In this section, we describe how we identify channels through which
demographic structure affects economic growth. Let assume that the
following is the data generating process for a linear growth regression
in a panel data context that includes demographic structure variables:

Popshare;; ,

5-1 J
GROWTH; , = a; + Z B 1r1[ ] + Z aX;, +f+n,+e,
s=1 Jj=1

POpShareBase.i,t

@®

where GROWTH ;, represents a measure of economic growth. Our
measure of economic growth is the average of annual growth rate of
real GDP per capita with PPP adjusted over a 5-year window. Popshare
i,+ Tepresents our demographic structure variables. X ; ; , represents
other J potential determinants of economic growth, i ranges for N
economies, and t ranges for T periods. f ; represents a country-specific
effect, 7 , represents a time-specific effect and ¢ ; ; is an idiosyncratic
error term.

Before we can further discuss our methodology, it is important to
point out that the shares of population (Popshare ; ;) are compositional
variables. A unique characteristic of compositional variables is that
their sum is equal to a constant (100 percent in our case). Aitchison
(1986) demonstrated that using raw compositional variables in stan-
dard multivariate analysis will lead to bias estimation. Aitchison (1986)
proposed to transform raw compositional variables by additive log-
ratios (alr) transformation. The additive log-ratios are constructed by
selecting a base category. In our case, we construct four log-ratios as
shown in Eq. (1) for a base category.® With this transformation,
standard regression analysis can be applied to the transformed
compositional variables.

© Changing the base category will not affect the estimated coefficients and their
standard errors in a linear regression. This is a property of alr transformation (see
Aitchison, 1986).

367

Economic Modelling 60 (2017) 364—-379

The choice of mediating variables and control variables will play an
important role in influencing the estimated coefficients of the demo-
graphic structure variables. Inclusion of mediating variables of a
demographic structure variable in a regression will make the estimated
coefficients of this demographic structure variable be insignificant.
Inclusion of control variables that represent omission variables of a
demographic structure variable in a regression will change the esti-
mated coefficients of this demographic structure variable. Therefore,
we need to understand the causal relationships of variables beyond our
focused variables in order to choose appropriate specifications for
estimating the effect of demographic structure on economic growth.
This is why it is important to consider an extensive set of variables in a
single context to study the effect of demographic structure on economic
growth.

In order to understand the causal relationships of variables
considered in this paper, we start with the most general specification
such that each variable is allowed to be the direct cause of all other
variables. For simplicity, we will disregard the presence of the country-
specific effect and the time-specific effect for a moment (all analyses
below include country-specific and time-specific effects in the regres-
sions). Then, we apply the causal search algorithm to all variables (see
Appendix A for more discussion and all steps of the causal search
algorithm). The following are the three steps of the causal search
algorithm:

Step 1: Start with the most general specification. This implies that
each variable is allowed to be the direct cause of all other variables. All
variables are adjacent to one another;

Step 2: Test unconditional correlation between each pair of vari-
ables (by running OLS regressions). If a pair of variables X and Y are
uncorrelated (at 95 percent level of confidence), then we identify that X
is not the direct cause of Y as well as Y is not the direct cause of X. Also,
X and Y are not adjacent to each other;.

Step 3: Test conditional correlation for each pair of variables that
are still adjacent from step 2. We consider conditioning on a single
variable. Variables that will be included in the condition set of a pair of
variables X and Y must be adjacent to either X or Y. If a pair of
variables X and Y is uncorrelated (at 95 percent level of confidence),
then we identify that X is not the direct cause of Y as well as Y is not the
direct cause of X. Also, X and Y are not adjacent to each other.

The above procedure is the elimination stage of the PC algorithm of
Spirtes et al. (2000).” One slight departure from their procedure is that
we consider only one conditioning variable in the conditional correla-
tion tests.® The procedure starts by allowing all variables to be directly
associated with all other variables. Then, it sequentially tests uncondi-
tional correlation and conditional correlation in order to examine and
eliminate direct association between each pair of variables. When a pair
of variables X and Y is uncorrelated conditioning on a variable, it

7 The PC algorithm consists of two stages: the elimination stage and the orientation
stage. In this paper, we use only the elimination stage of the PC algorithm. We have
experimented with the orientation stage of the PC algorithm and found that very few
causal relationships can be reliably orientated. Therefore, we discuss only the elimination
stage of the PC algorithm in this paper. Also, the application of the PC algorithm of
Spirtes et al. (2000) in this paper is used to examine the contemporaneous causal
relationships of variables across cross-sections. This is different from VAR and panel
VAR causal search applications in which the objection is to examine the contempora-
neous causal relationships of the “residuals” which can be viewed as the transformed
variables that the non-contemporaneous causal relationships have been filtered away
(see Demiralp and Hoover, 2003; Phiromswad, 2014b).

8 Considering a single variable in the conditioning set for the PC algorithm is adequate
only if there is only a single path (but could pass through several variables such MW —
INVESTMENT_PROFILE — INV — GROWTH) between each pair of variables.
Nevertheless and informally, even when there is more than one path between each pair
of variables (e.g. between a demographic structure variable and economic growth),
conditioning on a single variable which is on one of the paths should change the
estimated coefficient as well as the t-statistic of the correlation of the testing pair in a
significant way. Therefore, we consider both the formal procedure of the PC algorithm as
well as the informal procedure when we identify channels through which demographic
structure affects economic growth.
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Table 2
OLS regressions of demographic structure on economic growth.
Source: Authors.
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@® @ 3) ()] (%) (6) @]
Independent variables OECD OECD Non-OECD Non-OECD Full sample Full sample
1960-2010 1980-2010 1960-2010 1980-2010 1960-2010 1980-2010
Young population -0.014 —0.049%** —0.055%** —-0.098*** —0.051%** —-0.088***
t=-1.07 t= -5.83 t=-5.31 t=-3.71 t= -5.07 t=-6.42
Young workers 0.015 0.005 0.053*** 0.065* 0.046%** 0.042*
t=1.30 t=0.48 t=2.99 t=1.74 t=2.78 t=1.76
Middle-aged workers 0.040*** 0.040** 0.024 0.065** 0.035* 0.069%**
t=3.32 t=2.46 t=0.84 t=2.37 t=1.75 t=3.89
Senior workers 0.005 0.063*** -0.030 -0.023 -0.027* -0.001
t=0.23 t=3.03 t=1.37 t=-0.69 t=-1.69 t-0.03
Senior population —-0.046*** -0.060** 0.007 0.004 -0.002 -0.002
t=-3.56 t=-2.17 t=0.42 t=0.14 t=-0.19 t=-0.79
GDP_INI -0.006 -0.037* —0.024*** -0.065%** —0.023%** —0.062%**
t=-0.61 t=-1.90 t= -2.69 t=-3.78 t= -2.76 t=-3.97
Fixed effects Yes Yes Yes Yes Yes Yes
R-square 0.47 0.55 0.25 0.34 0.25 0.47
Number of observations 300 180 920 552 1220 180
Number of countries 30 30 92 92 122 30

Note: All regressions use White cross-section system robust standard errors. ***, ** and * indicate 99, 95 and 90 percent of confidence level. All demographic structure variables are
entered using the alr transformation in all regressions. For each column, we needed to run two regressions. First, we ran a regression with the young population is used as a based
category. Second, we ran a regression with young workers used as a based category. This allowed us to produce all coefficients of all variables (all estimated coefficients and their statistics
for other variables besides young population and young workers are identical between the two regressions).

implies that there is statistical evidence to reject the direct causal
association between X and Y. Also, the PC algorithm uses information
from the earlier rounds of correlation tests to rule out some subsequent
correlation tests which are theoretically unnecessary. This can sig-
nificantly speed up the procedure which allows the PC algorithm to be
able to handle a large set of variables.

The output of the causal search algorithm will be in the form of
adjacency between each pair of variables (using an edge such as X — Y
to represent that variable X is adjacent to variable Y). When a pair of
variables X and Y are not adjacent to each other, this implies that there
is statistical evidence to reject their direct causal association. It implies
that X does not cause Y directly as well as Y does not cause X directly.
Information of this kind will be used to aid our identification of
channels through which demographic structure affects economic
growth. Next, we discuss the results.

5. Results
5.1. Baseline growth regression analysis

We begin by presenting a simple growth regression analysis of
demographic structure on economic growth. This is illustrated in
Table 2. The dependent variable is our measure of economic growth.
All regressions control for the country-specific and time-specific effects
and include the initial level of real GDP per capita with PPP adjusted at
the beginning of the 5-year window period in order to control for the
conditional convergence effect. We also break the sample into OECD
and non-OECD countries. Throughout the paper, we assume that
demographic structure is predetermined relative to all other variables.
This is a reasonable assumption given that we consider measuring all
demographic structure variables over the 5-year window which should
be narrow enough to remove the effects from all other variables (i.e. it
takes more than five years for all other variables to affect demographic
structure variables).

There are several notable facts from Table 2. First, we can see large
differences between the estimates for OECD and non-OECD countries.
These differences suggest that we cannot treat OECD and non-OECD
countries in the same group when estimating the effects of demo-
graphic structure on economic growth. Given this, all analyses below
will be conducted separately on OECD and non-OECD countries.
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Second, young workers, middle-aged workers and senior workers have
positive association with economic growth while young population and
senior population have negative association with economic growth.
This is consistent with the finding from Bloom and Williamson (1998)
who found positive association between the share of working-age
population and economic growth as well as from Bloom et al., (2001)
and Kogel (2005) who found negative association between dependency
ratios and economic growth. Third, demographic structure explains a
large variation in economic growth. For OECD countries, the r-square
values from the regressions are greater than 0.50. For non-OECD
countries, these range from 25 to 35 percent.

5.2. Identifying the channels through which demographic structure
affects economic growth for developed countries

In order to identify channels through which demographic structure
affects economic growth for OECD countries, we use the PC algorithm.
Three slight modifications of the standard PC algorithm procedure are
that i) the initial level of real GDP per capita with PPP adjusted is
included when economic growth is the dependent variable in order to
control for the conditional convergence effect, ii) demographic struc-
ture variables are always entered together (i.e. the four ratios are
entered together) with alr transformation and iii) we always include the
country-specific and time-specific effects in all regressions. We start by
examining unconditional correlation of each pair of variables. This can
be easily conducted using linear regression analysis. Table 3 shows the
estimated coefficients and t-statistics from OLS regressions of i)
economic growth on each of the 45 potential mediating variables and
ii) each of the 45 potential mediating variables on each demographic
structure variable. This is the step 2 of the causal search procedure
discussed in Section 4. The period of the data that we use is 1980—
2010.°

According to Table 3, we can see that the causal search procedure at
this step is able to remove several direct associations for several pairs of

© We have experimented with the data from 1960 to 2010. It turns out that the result is
not informative as no channel between demographic structure and economic growth is
identified. One interpretation of this finding is that the data between 1960 and 1979
contains a significant amount of missing values. With multiple imputation, a lot of noise
will be injected into most variables. Thus, this negates the effectiveness of the causal
search algorithm.
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Table 3
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Correlation tests based on OLS regressions of all potential mediating variables on economic growth and demographic structure variables (OECD countries; 1980-2010).

Source: Authors.

(€3]

Potential channels through which demographic structure

@

Economic growth

(€))

Young population

()]
Middle-aged workers

(5)

Senior workers

(6)

Senior population

affects economic growth

Slopes T-stats  Slopes T-stats  Slopes T-stats Slopes T-stats  Slopes T-stats
POP_GROWTH -0.28221 -2.17 0.0057 1.58 -0.0188 -2.12 -0.0048 -1.19 0.0164 3.71
FERT -0.00081 -0.29 2.1710 11.04 -2.6388 -15.60 -2.1022 -6.31 2.9501 8.32
POP_DENSITY -0.00002 -1.36 -30.7010 -1.51 -81.4009 -4.27 199.3122 3.89 -55.4153 -2.30
URBAN -0.00129 -0.03 -0.0541 -1.86 0.0101 0.55 0.0699 2.73 0.0435 2.97
HYDRO_POP -0.03613 -1.34 -0.0206 -0.32 -0.2017 -2.09 0.1698 1.02 0.0748 0.84
MINING -0.02341 -0.65 0.1676 3.15 -0.1845 -3.05 -0.0207 -0.18 0.1085 1.75
OIL 0.00374 0.20 -0.0597 -0.40 -0.1691 -2.49 0.2828 1.44 0.0236 0.40
PEXPORT_NONOIL -0.01619 -0.66 -0.0825 -0.53 -0.0856 -1.96 0.1452 0.75 0.1141 2.35
GOVDEF 0.04530 0.46 -0.0102 -1.02 0.0140 0.64 0.0014 0.08 0.0030 0.26
GOVEDU -0.16847 -1.74 -0.0011 -0.09  -0.0322 -1.45 -0.0035 -0.15 0.0155 0.87
GOV_CONNET -0.01064 -0.14  0.0026 0.11 0.0351 0.73 -0.0615 -0.79  0.0368 0.61
GOV_INV 0.01962 0.34 0.0251 0.71 -0.0136 -0.31 0.0550 0.84 -0.0299 -0.74
GOV_TAX -0.03093 -1.18 -0.0864 -4.06 -0.0087 -0.27 0.2381 3.74 -0.0261 -0.72
GOV_DEFICIT -0.11761 -1.63  0.0251 0.98 -0.0532 -1.43 0.0339 1.47 0.0049 0.24
GOV_SOCTAX -0.06542 -1.05 -0.0086 -0.30 -0.0627 -1.48 0.0077 0.28 0.0848 2.81
ASSASSIN -0.00495 -1.69 0.2314 0.80 -0.7181 -1.12 0.5121 0.83 -0.3975 -1.34
REVCOUP -0.01036 -2.41 -0.3023 -1.82 0.4593 1.36 -0.5002 -1.42  -0.0904 -0.72
RULE_LAW 0.00228 0.91 -1.8458 -2.84 1.0365 2.41 1.5571 2.24 -0.9157 -3.36
CORRUPTION 0.00367 1.59 -0.2896 -0.60 0.0177 0.03 0.5973 0.78 -0.0357 -0.19
BUREAUCRATIC 0.00730 3.62 -1.0319 -1.56  0.8154 3.85 -0.6408 -0.89 -0.7762 -3.93
ETHNIC 0.00002 0.01 -2.2838 -3.18 1.1745 2.60 0.7222 0.97 -0.1518 -0.47
INVESTMENT_PROFILE 0.00514 6.07 -1.5358 -1.79 2.6896 2.09 -2.6005 -1.65 -1.9614 -1.89
CIVIL -0.00456 -2.25 2.0185 3.49 -0.6344 -1.55 -1.1128 -1.38  -0.0969 -0.32
POLITICAL_RIGHT -0.00330 -2.49 2.0259 2.52 0.7840 1.58 -0.9090 -0.94 -0.6376 -1.92
REXCH_DIST 0.00004 0.49 -26.6125 -0.71 26.2823 0.42 0.1774 0.00 12.6391 0.23
BLACK_EXCH —-0.00001 -0.60 -3101.91 -0.48 5706.10 0.48 1447.74 0.17 -3669.83 -0.33
SD_BLACK_EXCH -0.00002 -0.56 51.0419 0.08 175.0886 0.22 -615.449 -0.25 157.5384 0.16
OPENSW -0.00453 -0.75 -0.1456 -0.23 0.0430 0.07 -1.0284 -1.13  -0.1369 -0.24
TRADE 0.01009 1.08 0.0823 0.66 0.3315 1.93 -0.3224 -1.17  -0.2093 -1.82
INFLATION -0.00005 -0.46  26.8993 1.75 -23.4105 -1.38 25.3432 0.77 13.0605 1.35
SD_INFLATION -0.00002 -0.15 47.9077 0.43 45.3274 0.27 191.9115 0.35 -36.9085 -0.28
INV 0.10403 1.32 -0.1157 -4.01 0.1085 5.58 0.0804 1.82 -0.0677 -2.46
INVPRICE 0.01619 0.54 0.0286 0.35 0.0633 0.43 0.1546 1.18 -0.3086 -2.74
LITERACY 0.00091 0.03 -0.0940 -2.53 0.0147 0.15 0.1325 0.81 -0.0701 -1.36
ENROLL_PRI -0.04604 -1.49 0.0264 1.68 0.1479 3.52 -0.0670 -1.66 -0.0844 -2.80
ENROLL_SEC 0.00693 0.29 -0.1842 -2.67 0.2808 4.13 -0.1440 -1.13  -0.0301 -0.47
ENROLL_HIGH 0.01211 1.13 -0.0477 -1.32 0.0997 1.73 0.0706 0.54 0.1324 2.41
AVG25_PRI 0.00512 3.41 -1.5843 -9.52 1.0022 2.31 0.3150 1.48 -0.2527 -3.13
AVG25_SEC 0.00508 1.68 0.1754 0.48 0.5276 1.83 -1.4835 -3.22 0.7448 2.87
AVG25_HIGH -0.02138 -0.86 -0.1456 -6.02 -0.0216 -0.46 0.4534 7.09 -0.1075 -2.57
AVG25_TOTAL 0.00521 2.12 -1.5551 -3.94 1.5185 4.25 -0.7197 -2.10 0.3813 1.60
EXPECTANCY 0.00063 0.42 -3.7861 -5.65 2.6369 2.55 1.6577 3.76 0.9267 1.95
LIQUID -0.00547 -0.66 0.3261 2.03 0.0133 0.10 -0.2197 -1.12  0.0860 0.56
BANK 0.01737 0.84 -0.1492 -1.98 0.2337 3.67 -0.1721 -1.83 -0.1283 -3.51
PRIVATE -0.01369 -3.02 0.0623 0.42 0.3005 1.25 1.1305 4.46 -0.6946 -2.29

Note: All regressions use White cross-section system robust standard errors. See note on Table 2 for estimating the coefficients of the demographic structure variables. The highlighted

cells (bolded cells) are statistically significant at 95 percent of confidence level.

variables. Based on the 95 percent level of confidence, 8 out of 45, 16
out of 45, 18 out of 45, 10 out of 45 and 17 out of 45 potential
mediating variables are correlated with economic growth, young
population, middle-aged workers, senior workers and senior popula-
tion in order.

Next, we examine the conditional correlation of each pair of
variables. This is the step 3 of the causal search procedure discussed
in Section 4. It is important to note that only the pairs of variables that
remain adjacent will be tested and, for each tested pair, variables that
are not adjacent to at least one of the tested pair are not included in the
conditioning set because they are theoretically redundant (see
Appendix C). Table 4 shows the estimated coefficients and the t-
statistics from OLS regressions of demographic structure variables on
economic growth including one additional control variable. In Table 4,
we highlight (bolded cells) variables that i) are adjacent to either the
economic growth or the associated demographic structure variable and
ii) make the economic growth and the associated demographic
structure variable be uncorrelated after including them into the
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regression.

For OECD countries, we identify three variables that mediate the
relationship between demographic structure and economic growth. We
find that the index of investment profile INVESTMENT_PROFILE)
from the international country risk guide (ICRG) and the share of
investment to GDP (INV) mediate the relationships between the share
of middle-aged workers and economic growth as well as between the
share of the senior population and economic growth. Furthermore, we
also find that the average years of education of the total population over
the age of 25 (AVG25_TOTAL) from Barro and Lee (2013) mediates
the relationship between the share of middle-aged workers and
economic growth.'?

10 1n these cases, the t-statistics of the associated demographic structure variables
drop in a significant way after the inclusion of these variables. When the index of
investment profile (INVESTMENT_PROFILE), the share of investment to GDP (INV)
and the average years of education of total population over the age of 25
(AVG25_TOTAL) are included into the growth regression (one variable at a time), the
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The slopes and T-statistics from OLS regressions of demographic structure on economic growth including one additional control variable (OECD countries; 1980-2010).

Source: Authors.

1)

Potential channels through which demographic structure affects

&3]

Young population

3

Young workers

)]
Middle-aged workers

®)

Senior workers

(6)

Senior population

economic growth

Slopes T-stats  Slopes T-stats Slopes T-stats Slopes  T-stats  Slopes T-stats
POP_GROWTH -0.0490 -5.58 0.0056 0.44 0.0374 2.55 0.0636 2.95 -0.0576 -2.15
FERT -0.0553 -5.00 0.0078 0.61 0.0485 2.79 0.0690 3.43 -0.0699 -2.52
POP_DENSITY -0.0517 -5.89 0.0041  0.33 0.0399 2.47 0.0703  3.30 -0.0625 -2.25
URBAN -0.0490 -5.40 0.0064 0.48 0.0407 2.46 0.0630 3.01 -0.0611 -2.13
HYDRO_POP -0.0504 -5.95 0.0047 0.36 0.0333 2.14 0.0703 3.55 -0.0579 -2.19
MINING -0.0486 -4.27 0.0054 0.41 0.0398 2.13 0.0639 3.11 -0.0605 -2.10
OIL -0.0499 -5.76 0.0064 051 0.0418 2.37 0.0627 3.12 -0.0610 -2.17
PEXPORT_NONOIL -0.0541 -5.70 0.0043 0.32 0.0399 2.30 0.0699 3.37 -0.0600 -2.16
GOVDEF -0.0488 -5.43 0.0063 0.52 0.0401 2.44 0.0633 297 -0.0608 -2.15
GOVEDU -0.0500 -5.97 0.0092  0.68 0.0357 1.89 0.0637 2.99 -0.0585 -2.02
GOV_CONNET -0.0491 -5.74 0.0070 0.54 0.0396 2.49 0.0615 2.81 -0.0590 -2.06
GOV_INV -0.0498 -5.62 0.0062 0.50 0.0412 2.53 0.0626 2.78 -0.0602 -2.10
GOV_TAX -0.0556 -5.39 -0.0014 -0.10 0.0415 2.45 0.0781 347 -0.0627 -2.28
GOV_DEFICIT -0.0458 -6.29 0.0053  0.49 0.0344 2.34 0.0661 2.96 -0.0601 -2.23
GOV_SOCTAX -0.0504 -5.95 0.0047 0.34 0.0383 2.59 0.0647 3.19 -0.0573 -2.02
ASSASSIN -0.0482 -5.44 0.0079 0.68 0.0368 1.83 0.0666 3.50 -0.0631 -2.27
REVCOUP -0.0552 -5.85 0.0101 0.87 0.0478 2.62 0.0597 2.73 -0.0625 -2.19
RULE_LAW -0.0492 -4.82 0.0058 0.44 0.0405 2.36 0.0636 2091 -0.0606 -2.06
CORRUPTION -0.0494 -5.41 0.0064 0.50 0.0412 2.65 0.0627 2.87 -0.0609 -2.16
BUREAUCRATIC -0.0449  -3.63 -0.0036 -0.17 0.0368 2.31 0.0685 3.53 -0.0568 -1.98
ETHNIC -0.0525 -4.18 0.0074 0.53 0.0418 2.44 0.0641 3.12 -0.0608 -2.17
INVESTMENT_PROFILE -0.0403 -4.92 -0.0099 -0.66 0.0267 1.46 0.0744 3.70 -0.0508 -1.95
CIVIL -0.0423  -3.56 0.0046  0.34 0.0388 2.08 0.0604 2.58 -0.0615 -2.17
POLITICAL_RIGHT -0.0439 -3.79 0.0009 0.06 0.0441 2.48 0.0621 2.64 -0.0633 -2.27
REXCH_DIST -0.0476 -5.23 0.0063 0.51 0.0389 2.35 0.0627 2.85 -0.0603 -2.11
BLACK_EXCH -0.0516 -5.26 0.0031 0.21 0.0462 2.52 0.0674 3.16 -0.0652 -2.27
SD_BLACK_EXCH -0.0490 -5.08 0.0054 0.41 0.0417 2.39 0.0634 297 -0.0614 -2.20
OPENSW -0.0514 -5.18 0.0128 0.88 0.0406 2.57 0.0596 3.16 -0.0616 -2.33
TRADE -0.0516 -5.99 0.0049 0.40 0.0376 2.17 0.0678 3.16 -0.0588 -2.13
INFLATION -0.0490 -5.68 0.0057  0.46 0.0405 2.41 0.0635 2.97 -0.0607  -2.21
SD_INFLATION -0.0500 -6.08 0.0073 0.57 0.0405 2.49 0.0632  3.00 -0.0610 -2.22
INV -0.0418 -4.30 0.0061 0.49 0.0336 1.43 0.0585 2.51 -0.0563 -1.78
INVPRICE -0.0493  -5.58 0.0059  0.48 0.0406 2.63 0.0632 3.17 -0.0604 -2.45
LITERACY -0.0510 -5.19 0.0061 0.49 0.0419 2.39 0.0641 3.06 -0.0612 -2.18
ENROLL_PRI -0.0466 -6.63 0.0056 0.44 0.0476 2.53 0.0583 2.98 -0.0650 -2.24
ENROLL_SEC -0.0488 -4.19 0.0052 0.40 0.0405 2.03 0.0640 3.30 -0.0608 -2.13
ENROLL_HIGH -0.0497 -5.71 0.0098  0.72 0.0397 2.29 0.0639 3.18 -0.0637 -2.25
AVG25_PRI -0.0474 -4.88 0.0056 0.45 0.0395 2.15 0.0628 2.98 -0.0605 -2.13
AVG25_SEC -0.0529 -6.00 0.0042 0.37 0.0379 2.29 0.0780 3.54 -0.0673 -2.33
AVG25_HIGH -0.0507 -6.49 0.0026  0.19 0.0382 2.09 0.0731 4.56 -0.0632 -2.40
AVG25_TOTAL -0.0420 -5.46 0.0032 0.26 0.0332 1.84 0.0688 3.39 -0.0632 -2.21
EXPECTANCY -0.0491 -5.11 0.0061 0.46 0.0405 2.32 0.0633 297 -0.0608 -2.16
LIQUID -0.0491 -4.66 0.0062  0.49 0.0406 2.43 0.0631 3.11 -0.0608 -2.18
BANK -0.0483 -5.25 0.0042 035 0.0386 2.08 0.0651 3.08 -0.0597 -2.15
PRIVATE -0.0477 -4.63 -0.0094 -0.71 0.0464 2.65 0.0851 4.47 -0.0743 -2.93

Note: The highlighted cells (bolded cells) represent channels through which the associated age group affects economic growth. All regressions use White cross-section system robust
standard errors. See note on Table 2 for estimating the coefficients of the demographic structure variables.

Table 5 shows the OLS regressions of demographic structure on
economic growth conditioning on each of the identified mediating
variables one at a time. The objective is to examine the mediating role
of these variables. For the index of investment profile
(INVESTMENT _PROFILE), the coefficient of the share of middle-aged
workers drops by about 40 percent or from 0.040 to 0.026 while the

(footnote continued)

t-statistics of middle-aged workers drop from 2.46 to 1.46, 1.43 and 1.84 in order.
Furthermore, when the index of investment profile INVESTMENT_PROFILE) and the
share of investment to GDP (INV) are included in the growth regression (one variable at a
time), the t-statistics of the senior population drop (in absolute value) from —2.17 to
-1.78 and -1.95 in order. We can also see that the effects of the inclusion (i.e. the change
in the t-statistics) of the index of investment profile INVESTMENT_PROFILE) and the
share of investment to GDP (INV) are larger for the case of middle-aged workers than for
the senior population. This implies that the index of investment profile
(INVESTMENT_PROFILE) and the share of investment to GDP (INV) explain a larger
variation of the impact of demographic structure on economic growth for middle-aged
workers than for the senior population.
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coefficient of the share of the senior population drops (in absolute
value) by about 20 percent or from —0.060 to —0.050. For the share of
investment to GDP (INV), the coefficient of the share of middle-aged
workers drops by about 20 percent (from 0.040 to 0.033) while the
coefficient of the share of the senior population drops (in absolute
value) by about 10 percent (from —0.060 to —0.056). For the average
years of education of the total population over the age of 25
(AVG25_TOTAL), the coefficient of the share of middle-aged workers
drops by about 20 percent (from 0.040 to 0.033). Thus, these variables
have an important mediating role between demographic structure and
economic growth.

Furthermore, following the categorization of the changes in the
demographic structure that result from the demographic transition of
Lee (2003), we find that the demographic transition has a nonlinear
effect on economic growth. The second phase (or the middle phase) of
the changes in the demographic structure is associated with an increase
in the share of middle-aged workers (Lee, 2003). Based on our findings,
this has a positive effect on economic growth through institutions,
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OLS regressions of demographic structure on economic growth (OECD countries; 1980-2010).

Source: Authors.

@® @ 3 4 (5)
Independent variables OECD OECD OECD OECD
1980-2010 1980-2010 1980-2010 1980-2010
Young population —0.049%** —-0.040%** —0.041%** —0.042%**
t= -5.83 t=—4.91 t=-4.30 t=-5.45
Young workers 0.005 -0.009 0.006 0.003
t=0.48 t=-0.66 t=0.49 t=0.26
Middle-aged workers 0.040** 0.026 0.033 0.033*
t=2.46 t=1.46 t=1.42 t=1.83
Senior workers 0.063*** 0.074%** 0.058** 0.068***
t= 3.03 t=3.69 t=2.51 t=3.38
Senior population —-0.060** -0.050* -0.056* -0.063**
t=-2.17 t=-1.95 t=-1.78 t=-2.21
GDP_INI -0.037* -0.034* -0.038** —-0.039**
t=-1.90 t=-1.75 t=-1.99 t=-2.08
INVESTMENT_PROFILE - 0.004%** - -
t=5.60
INV - 0.068 -
t=0.76
AVG25_TOTAL - 0.005%**
t=2.79
Fixed effects Yes Yes Yes Yes
R-square 0.55 0.60 0.56 0.56
Number of observations 180 180 180 180
Number of countries 30 30 30 30

Note: All regressions use White cross-section system robust standard errors. ***, ** and * indicate 99, 95 and 90 percent confidence level. All demographic structure variables are
entered using the alr transformation in all regressions. For each column, we needed to run two regressions. First, we ran a regression using the young population as a based category.
Second, we ran a regression using young workers as a based category. This allowed us to produce all coefficients of all variables (all estimated coefficients and their statistics for other
variables besides the young population and young workers are identical between the two regressions).

investment and education channels. For the third phase (or the last
phase) of the changes in the demographic structure, this is associated
with an increase in the share of the senior population (Lee, 2003).
Based on our findings, an increase in the share of the senior population
has a negative effect on economic growth through institutions and
investment channels.

5.3. Identifying the channels through which demographic structure
affects economic growth for developing countries

Table 6 shows the estimated coefficients and t-statistics from OLS
regressions of i) economic growth on each of the 45 potential mediating
variables and ii) each of the 45 potential mediating variables on each
demographic structure variable for non-OECD countries.'’ According
to Table 6, we can see that the causal search procedure at this step is
able to remove several direct associations for several pairs of variables.
Based on the 95 percent level of confidence, 11 out of 45, 8 out of 45, 6
out of 45 and 5 out of 45 potential mediating variables are correlated
with economic growth, young population, young workers and middle-
aged workers respectively.

Table 7 shows the estimated coefficients and the t-statistics from
OLS regressions of demographic structure variables on economic
growth including one additional control variable for non-OECD
countries. In Table 7, we highlight (bolded cells) variables that i) are
adjacent to either the economic growth or the associated demographic
structure variable and ii) make the economic growth and the associated

11 As previously discussed, we consider three slight modifications of the standard PC
algorithm procedure which are: i) the initial level of real GDP per capita with PPP
adjusted is included when economic growth is the dependent variable in order to control
for the conditional convergence effect, ii) demographic structure variables are always
entered together (i.e. the four ratios are entered together) with alr transformation and iii)
we always include the country-specific and time-specific effects in all regressions. The
period of the data that we use is 1980—-2010. We have experimented with the data from
1960 to 2010 but it is not informative as no channel between demographic structure and
economic growth is identified.

demographic structure variable be uncorrelated after including them
into the regression.

For non-OECD countries, we find (but with weak evidence) that the
average investment price on purchasing power parity, the ratio of
claims on the non-financial private sector to GDP and the openness
dummy from Sachs and Warner (1995) mediate the relationship
between the share of young workers and economic growth. These three
mediating variables are variables that reduce the t-statistics for
conditional correlation between the share of young workers and
economic growth the most. Nevertheless, we find only weak evidence
since the share of young workers is correlated with economic growth at
only 90 percent level of confidence (see Table 2).

Table 8 shows the OLS regressions of demographic structure on
economic growth conditioning on each of the identified mediating
variables one at a time for non-OECD countries. For the average
investment price (INVPRICE), the coefficient of the share of young
workers drops by about 40 percent or from 0.065 to 0.038. For the ratio
of claims on the non-financial private sector to GDP (PRIVATE), the
coefficient of the share of young workers drops by about 30 percent
(from 0.065 to 0.042). For the openness dummy from Sachs and
Warner (1995), the coefficient of the share of young workers drops by
about 30 percent or from 0.065 to 0.044. Next, we provide conclusions
and directions for future study.

6. Conclusions

Demographic structure could affect economic growth through
various channels. However, there is no study that examines an
extensive collection of channels through which demographic structure
could affect economic growth in a single context. In this paper, we
present a new methodology for examining the empirical linkages
between demographic structure and economic growth. We use a causal
search algorithm (the PC algorithm of Spirtes et al., 2000) to aid the
identification of channels through which demographic structure affects
economic growth. We consider an extensive collection of potential
mediating variables (45 variables) which are commonly studied in the
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Correlation tests based on OLS regressions of all potential mediating variables on economic growth and demographic structure variables (non-OECD countries; 1980-2010).

Source: Authors.

(€8] (2 3) (€] %)
Potential channels through which demographic structure affects economic growth  Economic growth Young population Young workers Middle-aged workers
Slopes T-stats  Slopes T-stats  Slopes T-stats  Slopes T-stats
POP_GROWTH -0.09516 -0.38 0.0057 1.12 -0.0093 -2.63 0.0080 1.04
FERT -0.00256 -0.89 -0.0252 -0.07 -0.6361 -1.48 1.0070 2.30
POP_DENSITY 0.00000 0.28 -25.0778  -0.41 26.4341  0.36 42.0186 0.41
URBAN -0.08526 -1.03 -0.0580 -4.60 0.0621 2.41 0.0150 0.82
HYDRO_POP 0.04035 1.04 -0.0977 -1.99 0.1329 1.90 -0.0237 -0.49
MINING 0.08671 2.94 0.0588 0.95 -0.0728 -1.93 0.1481 2.12
OIL 0.02799 1.42 -0.1532 -1.33 0.1935 1.75 0.0196 0.16
PEXPORT_NONOIL 0.00091 0.07 0.2622 2.16 -0.0049 -0.04 -0.1615 -0.81
GOVDEF 0.01547 0.13 0.0115 0.72 0.0012 0.05 -0.0344 -1.72
GOVEDU -0.02493 -0.18 -0.0032 -0.24 0.0109 0.73 -0.0204 -1.29
GOV_CONNET -0.01476 -0.44 -0.0425 -0.99 0.0001 0.00 -0.0371 -0.93
GOV_INV -0.02762 -0.37 0.0224 0.88 -0.0273 -1.42 -0.0257 -0.66
GOV_TAX 0.00316 0.08 -0.0068 -0.21 0.0300 0.56 -0.0206 -0.34
GOV_DEFICIT 0.03919 0.69 -0.0158 -0.56 0.0361 1.44 -0.0583 -1.85
GOV_SOCTAX -0.04704 -0.51 0.0144 0.50 0.0295 0.86 -0.0270 -0.60
ASSASSIN 0.00149 0.65 0.2857 1.23 -0.4741 -1.72 0.8232 3.69
REVCOUP -0.02173 -2.96 0.1878 1.23 -0.2915 -1.57 -0.1271 -0.73
RULE_LAW 0.00755 2.96 -1.5658 -3.49 0.8640 1.01 1.9330 2.36
CORRUPTION -0.00111 -0.48 0.4135 0.75 -0.1169 -0.15 0.3337 0.39
BUREAUCRATIC 0.00213 0.72 -0.2750 -0.79 -0.1391 -0.29 -0.5580 -1.03
ETHNIC 0.00626 2.77 -0.3039 -0.48 -0.1565 -0.27 0.6488 0.93
INVESTMENT_PROFILE 0.00345 1.49 0.1646 0.20 -0.5116 -0.53 -1.5056 -1.12
CIVIL 0.00402 2.13 -0.7000 -1.86 -0.1082 -0.18  0.3291 0.86
POLITICAL_RIGHT 0.00170 2.40 -1.5041 -4.38 0.3253 0.39 0.2009 0.28
REXCH_DIST -0.00003 -0.58 -22.3173 -0.91 -44.8598 -1.48 10.6959 0.31
BLACK_EXCH 0.00000 -0.88 -144.012  -0.07 153.0758 0.06 -855.657 -0.49
SD_BLACK_EXCH 0.00000 -1.80 1051.49 0.78 -1323.28 -0.72 481.7238 0.38
OPENSW 0.01364 1.93 -0.0775 -0.23 0.5175 1.35 0.1094 0.39
TRADE 0.01529 0.68 -0.0493 -0.57 -0.1608 -1.56 -0.0075 -0.07
INFLATION -0.00002 -5.50 -28.57 -0.22 2.7151 0.02 18.1445 0.14
SD_INFLATION -0.00001 -5.44 -64.8923 -0.31 43.0389 0.31 -3.2906 -0.01
INV 0.04484 0.91 -0.0582 -4.02 -0.0165 -0.75 0.1355 4.18
INVPRICE -0.01735 -2.10 0.1156 1.43 -0.6263 -6.63 -0.1127 -1.45
LITERACY -0.00524 -0.21 0.0814 0.84 0.0606 0.81 0.0182 0.16
ENROLL_PRI 0.00378 0.13 0.1055 0.88 0.0294 0.40 -0.0443 -0.20
ENROLL_SEC 0.00066 0.04 -0.1226 -0.77 -0.0172 -0.08 0.0348 0.17
ENROLL_HIGH -0.00586  -0.20 -0.0014 -0.01 -0.0306 -0.24  0.0033 0.03
AVG25_PRI 0.00207 0.38 -0.0405 -0.10 -0.0027 0.00 0.1829 0.47
AVG25_SEC 0.00041 0.08 -0.2301 -0.33 -0.8119 -1.37 0.6714 1.85
AVG25_HIGH 0.02619 0.81 -0.1332 -1.84 -0.0467 -0.50  -0.0569 -0.87
AVG25_TOTAL 0.00073 0.24 -1.3308 -1.01 -0.4200 -0.35 1.3244 1.60
EXPECTANCY 0.00273 2.97 2.4333 6.39 -4.8677 -4.62 0.0063 0.01
LIQUID -0.00995 -0.49 -0.1121 -0.85 -0.4371 -2.87 0.1066 0.40
BANK 0.02402 2.41 -0.1796 -1.89 -0.0105 -0.12 0.1218 1.26
PRIVATE -0.01962 -0.98 -0.2098 -2.21 -0.3407 -2.56 0.1879 1.79

Note: All regressions use White cross-section system robust standard errors. See note on Table 2 for estimating the coefficients of the demographic structure variables. The highlighted

cells (bolded cells) are statistically significant at 95 percent confidence level.

economic growth literature. These potential mediating variables re-
present many important channels through which demographic struc-
ture might affect economic growth including i) government revenues
and expenditures, ii) institutions, iii) trade, iv) investment, v) inflation,
vi) human capital (education and health), vii) demography (beyond
demographic structure), viii) natural resource dependency and ix)
financial market development.

We find that there are differences in how demographic structure
affects economic growth between developed and developing countries.
For developed countries (OECD countries), we find that an increase in
the share of middle-aged workers is associated with an improvement in
the quality of institutions, an increase in the share of investment to
GDP, an increase in the average years of education for population over
the age of 25 and an increase in the rate of economic growth. On the
contrary, we find that an increase in the share of the senior population
is associated with a deterioration in the quality of institutions, a
reduction in the share of investment to GDP and a reduction in the
rate of economic growth. Following the categorization of the changes in

372

the demographic structure that result from the demographic transition
of Lee (2003), our finding suggests that the demographic transition has
a nonlinear effect on economic growth. The second phase (or the
middle phase) of the changes in the demographic structure is asso-
ciated with higher economic growth due to an increase in the share of
middle-aged workers. However, the third phase (or the last phase) of
the changes in the demographic structure is associated with lower
economic growth due to an increase in the share of the senior
population.

For developing countries (non-OECD countries), we find (but with
weak evidence) that the average investment price on purchasing power
parity, the ratio of claims on the non-financial private sector to GDP
and the openness dummy from Sachs and Warner (1995) mediate the
negative relationship between the share of young workers and econom-
ic growth. For both developed and developing countries, there are
several age groups for whom we are unable to identify any mediating
variables (even if we have already considered an extensive collection of
potential mediating variables commonly studied in the economic
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The slopes and T-statistics from OLS regressions of demographic structure on economic growth with one additional control variable (non-OECD countries; 1980-2010).

Source: Authors.

1)

Potential channels through which demographic structure affects

(&3]

Young population

3

Young workers

(]
Middle-aged workers

®)

Senior workers

(6)

Senior population

economic growth

Slopes T-stats  Slopes  T-stats Slopes T-stats Slopes  T-stats  Slopes T-stats
POP_GROWTH -0.0976 -3.79 0.0506 1.77 0.0664 2.50 -0.0234 -0.71 0.0041 0.14
FERT -0.0983 -3.63 0.0492 1.71 0.0692 2.56 -0.0238 -0.74 0.0037 0.13
POP_DENSITY -0.0981  -3.70 0.0513 1.74 0.0657 2.37 -0.0230 -0.69  0.0041 0.14
URBAN -0.1056 -4.58 0.0594 2.32 0.0677 2.42 -0.0280 -0.77 0.0066 0.21
HYDRO_POP -0.0952 -3.59 0.0474 1.67 0.0665 2.41 -0.0217 -0.65 0.0031 0.10
MINING -0.1047 -3.80 0.0582 2.01 0.0524 2.00 -0.0235 -0.73 0.0176 0.65
OIL -0.0949  -3.60 0.0467 1.58 0.0659 2.32 -0.0226 -0.66  0.0050 0.17
PEXPORT_NONOIL -0.0992 -3.67 0.0510 1.73 0.0668 2.37 -0.0241 -0.73 0.0055 0.19
GOVDEF -0.0986 -3.73 0.0515 1.73 0.0667 2.29 -0.0241 -0.69 0.0045 0.15
GOVEDU -0.0982  -3.76 0.0518 1.72 0.0652 2.36 -0.0227 -0.66  0.0038 0.13
GOV_CONNET -0.0989 -3.64 0.0513 1.72 0.0649 2.38 -0.0219 -0.65 0.0046 0.15
GOV_INV -0.0981 -3.76 0.0509 1.73 0.0652 2.38 -0.0228 -0.71 0.0048 0.17
GOV_TAX -0.0981 -3.74 0.0507 1.78 0.0663 2.42 -0.0234 -0.69 0.0044 0.15
GOV_DEFICIT -0.0974  -3.59 0.0498  1.60 0.0682 2.34 -0.0264 -0.72  0.0057 0.18
GOV_SOCTAX -0.0979 -3.72 0.0524 1.81 0.0649 2.34 -0.0243 -0.75 0.0048 0.17
ASSASSIN -0.0988 -3.82 0.0521 1.79 0.0643 2.34 -0.0240 -0.71 0.0064 0.21
REVCOUP -0.0956  -3.43 0.0451  1.49 0.0640 2.32 -0.0115 -0.38  -0.0020  -0.07
RULE_LAW -0.0899 -3.58 0.0456 1.45 0.0542 1.98 -0.0153 -0.43 0.0053 0.19
CORRUPTION -0.0975 -3.73 0.0510 1.74 0.0661 2.40 -0.0241 -0.76 0.0045 0.16
BUREAUCRATIC -0.0978 -3.75 0.0516 1.73 0.0670 2.50 -0.0229 -0.68 0.0022 0.07
ETHNIC -0.0960 -3.89 0.0523 1.88 0.0621 2.24 -0.0245 -0.72 0.0060 0.19
INVESTMENT_PROFILE -0.0992 -3.73 0.0532 1.86 0.0714 2.49 -0.0277 -0.80 0.0023 0.07
CIVIL -0.0956 -3.52 0.0514 1.73 0.0646 2.33 -0.0261 -0.78 0.0056 0.19
POLITICAL_RIGHT -0.0965 -3.51 0.0509 1.71 0.0655 2.35 -0.0248 -0.73 0.0048 0.16
REXCH_DIST -0.0988 -3.69 0.0501 1.75 0.0657 2.40 -0.0214 -0.63 0.0044 0.15
BLACK_EXCH -0.0973 -3.77 0.0516 1.80 0.0649 2.40 -0.0243 -0.75 0.0051 0.17
SD_BLACK_EXCH -0.0960 -3.75 0.0494 1.74 0.0661 2.42 -0.0256 -0.80 0.0062 0.21
OPENSW -0.0966 -3.26 0.0445 1.39 0.0640 2.32 -0.0120 -0.39 0.0001 0.00
TRADE -0.0981 -3.82 0.0540 2.02 0.0660 2.41 -0.0223 -0.69 0.0004 0.01
INFLATION -0.0988  -3.77 0.0513  1.81 0.0662 2.41 -0.0192 -0.59  0.0004 0.01
SD_INFLATION -0.0986 -3.77 0.0518 1.82 0.0656 2.39 -0.0196 -0.61 0.0009 0.03
INV -0.0969 -3.59 0.0517 1.75 0.0622 2.47 -0.0179 -0.55 0.0010 0.03
INVPRICE -0.1009  -3.80 0.0381 1.19  0.0669 2.40 -0.0175 -0.50  0.0134 0.46
LITERACY -0.0977 -3.63 0.0517 1.74 0.0651 2.36 -0.0228 -0.67 0.0037 0.12
ENROLL_PRI -0.0989 -3.77 0.0510 1.71 0.0662 2.29 -0.0212 -0.64 0.0030 0.10
ENROLL_SEC -0.0979 -3.85 0.0503 1.74 0.0666 2.39 -0.0237 -0.70 0.0047 0.16
ENROLL_HIGH -0.0995 -3.78 0.0522 1.74 0.0658 2.33 -0.0222  -0.68  0.0037 0.13
AVG25_PRI -0.0984 -3.73 0.0510 1.70 0.0659 2.41 -0.0223 -0.66 0.0038 0.12
AVG25_SEC -0.0999 -3.72 0.0521 1.66 0.0657 2.30 -0.0237 -0.73 0.0058 0.20
AVG25_HIGH -0.0948  -3.65 0.0526  1.77 0.0671 2.32 -0.0255 -0.77  0.0005 0.02
AVG25_TOTAL -0.0972 -3.66 0.0505 1.74 0.0654 2.46 -0.0230 -0.70 0.0043 0.15
EXPECTANCY -0.1047 -3.85 0.0656  2.28 0.0654 2.19 -0.0182 -0.54 -0.0080 -0.26
LIQUID -0.0993  -3.84 0.0471 154 0.0660 2.45 -0.0186 -0.58  0.0047 0.16
BANK -0.0954  -3.59 0.0515 1.71 0.0639 2.23 -0.0219 -0.68  0.0019 0.06
PRIVATE -0.1013 -3.85 0.0427 1.33 0.0693 2.46 -0.0150 -0.45 0.0043 0.14

Note: The highlighted cells (bolded cells) represent channels through which the associated age group affects economic growth. All regressions use White cross-section system robust
standard errors. See note on Table 2 for estimating the coefficients of the demographic structure variables.

growth literature). Future research needs to expand the list of variables
or examine more complex relationships.'”
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Table 8
OLS regressions of demographic structure on economic growth (non-OECD countries; 1980-2010).
Source: Authors.

@® @ 3) ()] (%)
Independent Non-OECD Non-OECD Non-OECD Non-OECD
variables 1980-2010 1980-2010 1980-2010 1980-2010
Young population -0.098*** -0.100%*** -0.101%*** -0.096***
t=-3.71 t=-3.80 t=-3.85 t=-3.26
Young workers 0.065* 0.038 0.042 0.044
t=1.74 t=1.19 t=1.33 t=1.39
Middle-aged workers 0.065** 0.066** 0.069%* 0.063**
t=2.37 t=2.40 t=2.46 t=2.32
Senior workers -0.023 -0.017 -0.015 -0.011
t=-0.69 t=-0.50 t=-0.44 t=-0.38
Senior population 0.004 0.013 0.004 0.004
t=0.14 t=0.45 t=0.13 t=0.003
GDP_INI -0.065*** -0.072%** -0.064*** -0.065%**
t=-3.78 t=-3.82 t=-3.61 t=3.73
INVPRICE - -0.020** - -
t=-2.51
PRIVATE - - -0.024 -
t=-1.25
OPENSW - - - 0.013*
t=1.92
Fixed effects Yes Yes Yes Yes
R-square 0.34 0.35 0.35 0.35
Number of 552 552 552 552
observations
Number of countries 92 92 92 92

Note: All regressions use White cross-section system robust standard errors. ***, ** and * indicate 99, 95 and 90 percent confidence level. All demographic structure variables are
entered using the alr transformation in all regressions. For each column, we needed to run two regressions. First, we ran a regression using the young population as a based category.
Second, we ran a regression using young workers as a based category. This allowed us to produce all coefficients of all variables (all estimated coefficients and their statistics for other
variables besides the young population and young workers are identical between the two regressions).

Appendix A
See Table Al.

Table A1
Countries in the sample (alphabetically ordered).

Albania Congo, DR Lesotho Russian
Federation
Argentina Denmark Liberia Rwanda
Australia Dominican Luxembourg Saudi Arabia
Republic
Austria Ecuador Madagascar Senegal
Bahamas Egypt Malawi Sierra Leone
Bahrain El Salvador Malaysia Singapore
Bangladesh Fiji Mali South Africa
Barbados Finland Malta Spain
Belgium France Mauritania Sri Lanka
Belize Gabon Mauritius Sudan
Benin Gambia Mexico Suriname
Bolivia Germany Mongolia Swaziland
Botswana Ghana Morocco Sweden
Brazil Greece Mozambique Switzerland
Brunei Darussalam Guatemala Namibia Syrian Arab
Republic
Bulgaria Guinea-Bissau Nepal Thailand
Burkina Faso Honduras Netherlands Togo
Burundi Hungary New Zealand Trinidad and
Tobago
Cambodia Iceland Niger Tunisia
Cameroon India Nigeria Turkey
Canada Indonesia Norway Uganda
Central African Iran Oman United Kingdom
Republic
Chad Iraq Pakistan Tanzania
Chile Ireland Panama United States
China Israel Paraguay Uruguay
Hong Kong Ttaly Peru Venezuela
Colombia Jamaica Philippines Viet Nam

(continued on next page)
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Congo Japan Poland Zambia
Costa Rica Jordan Portugal Zimbabwe
Cote d’Ivoire Kenya Republic of Korea
Cyprus Kuwait Romania
Appendix B
see Table B1.
Table B1
Sources of variables in this paper.
Short name Description Sources
GDP Annual growth rate of PWT 8.1(Real GDP with
real GDP per capita PPP adjusted)
YP Share of young World Population
population Prospects: 2015 Revision
YW Share of young workers World Population
Prospects: 2015 Revision
MW Share of middle-aged World Population
workers Prospects: 2015 Revision
sSw Share of senior workers World Population
Prospects: 2015 Revision
SP Share of senior World Population
population Prospects: 2015 Revision
GOV_CONNET Government GOVCON is the share of
“consumption” government
expenditure net off “consumption”
spending on defense and expenditure in GDP from
education in nominal PWT6.1 from 1960 to 1999
GDP (GOV_CONNET = and PWT 8.1 from 2000 to
GOVCON - GOV_DEF - 2010.
GOV_EDU)
GOVDEF Government expenditure Barro and Lee (1993) for

GOV_DEFICIT

GOVEDU

GOV_INV

GOV_SOCTAX

GOV_TAX

on defense to nominal
GDP.

Government deficit
(surplus is set at zero) to
nominal GDP;
Government deficit
values are coded as
positive numbers.

Government expenditure
on education to nominal
GDP

Government investment
(fix capital formation) to
nominal GDP

“Social security
contribution” to nominal
GDP

Share of tax revenue to
nominal GDP
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the data from 1960 to
1984. Easterly and
Sewadeh (2001) for the
data from 1985 to 1999.
Data from 2000 to 2009 is
directly obtained from
GFS's website.

Barro and Lee (1993) for
the data from 1960 to
1984. Easterly and
Sewadeh (2001) for the
data from 1985 to 1999.
Data from 2000 to 2009 is
directly obtained from
GFS's website.

Barro and Lee (1993) for
the data from 1960 to
1984. Easterly and
Sewadeh (2001) for the
data from 1985 to 1999.
Data from 2000 to 2009 is
directly obtained from
GFS's website.

Easterly and Sewadeh
(2001).

Barro and Lee (1993) for
the data from 1960 to
1984. Easterly and
Sewadeh (2001) for the
data from 1985 to 1999.
Data from 2000 to 2009 is
directly obtained from
GFS's website.
Barro and Lee (1993) for
the data from 1960 to
1984. Easterly and
(continued on next page)
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Short name Description Sources
Sewadeh (2001) for the
data from 1985 to 1999.
Data from 2000 to 2009 is
directly obtained from
GFS's website.
ASSASSIN Number of political Banks and Kenneth (2016)
assassinations
BUREAUCRATIC Index of bureaucratic ICRG (Table 3B: L)
quality
CIVIL Index of civil liberty Source Freedom in the
(scale from 1 to 7 where 1 world, Freedom House
represents the most website (www.
freedom while 7 freedomhouse.org).
represents the least
freedom)
CORRUPTION Index of corruption ICRG (Table 3B: F)
ETHNIC Index of ethnic tension ICRG (Table 3B: J)
INVESTMENT_ Index of investment ICRG (Table 3B: C)
PROFILE profile Contract

POLITICAL_RIGHT

REVCOUP

RULE_LAW
BLACK_EXCH

SD_BLACK_EXCH

OPENSW

REXCH_DIST

TRADE

INVPRICE

INFLATION

SD_INFLATION

POP_DENSITY

POP_GROWTH

FERT

URBAN

HYDRO_POP

(Viability/ Expropriation,
Profits Repatriation, and
Payment Delays.)

Index of political rights
(scale from 1 to 7 where 1
represents the most
freedom while 7
represents the least
freedom)

Number of revolutions
and coups per year
Index of rule of law

The black market
exchange rate premium is
the ratio of the black
market exchange rate and
official exchange rate
minus 1

The standard deviation of
the black market
exchange rate premium
The openness dummy
variable according to the
criterion in Sachs and
Warner (1995)

The real exchange rate
distortion index (or “real
overvaluation”)

The ratio of trade (export
plus import) to GDP
Investment share to real
GDP with PPP adjusted
(constant 1996
international dollar)
Average investment price
on purchasing power
parity

Annual inflation rate
calculated from GDP
deflator

Standard deviation of
annual inflation rate
calculated from GDP
deflator

Population density

Population growth rate

Total fertility rate
(number of birth per
woman)

Fraction of population
living in cities
(urbanization)
Hydrocarbon deposits

376

Source Freedom in the
world, Freedom House
website (www.
freedomhouse.org).

Banks and Kenneth (2016)

ICRG (Table 3B: I)
Easterly and Sewadeh
(2001).

Authors constructed from
BLACK_EXCH

Sachs and Warner (1995)
for 1960 to 1989; Wacziarg
and Welch (2008) for 1990
to 1999.

Easterly and Sewadeh
(2001).

WDI

PWTS8.1

PWTS8.1

WDI

WDI

World Development
Indicators
World Development
Indicators
World Development
Indicators

WDI
EIA (U.S. Energy

Information
(continued on next page)
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Short name Description Sources
Administration);
constructed as the sum of
proved reserves of crude
oil and natural gas
MINING Proportion of mining and UN data
quarrying in GDP (in
current price of national
currency)
OIL Proportion of fuel export World Development

PEXPORT_NONOIL

LITERACY
AVG_25_HIG

AVG_25_PRI

AVG_25_SEC

AVGEDU

ENROLL_HIGH

ENROLL_PRI

ENROLL_SEC

EXPECTANCY

BANK

LIQUID_LIB

PRIVATE

GDP_INI

in the total merchandized
exports

Non-fuel primary
product export share of
total merchandized
exports

Adult literacy rate
Average years of higher
schooling in the total
population over the age
of 25

Average years of primary
schooling in the total
population over the age
of 25

Average years of
secondary schooling in
the total population over
the age of 25

Average years of
education of total
population over the age
of 25

Total gross enrollment
rate for higher education

Total gross enrollment
rate for primary
education

Total gross enrollment
rate for secondary
education

Life expectancy at birth

The ratio of deposit
money bank domestic
assets to deposit money
bank domestic assets plus
central bank domestic
assets

The ratio of liquid
liabilities to GDP or
“Financial depth”

The ratio of claims on the
non-financial private
sector to GDP

Initial level of real GDP
with PPP adjusted

Indicators

World Development
Indicators

WDI
Barro and Lee (2013)

Barro and Lee (2013)

Barro and Lee (2013)

Barro and Lee (2013)

Barro and Lee (1993) for
1960 and 1965; Others are
from Education Statistics
(accessed via the World
Development Indicators)
Barro and Lee (1993) for
1960 and 1965; Others are
from Education Statistics
(accessed via the World
Development Indicators)
Barro and Lee (1993) for
1960 and 1965; Others are
from Education Statistics
(accessed via the World
Development Indicators)
World Development
Indicators

Series “dbacba” from Beck,
et al. (2000); Beck et al.
(2009); Cihék et al. (2012)

Series “ligdp” from Beck
et al. (2000); Beck et al.
(2009); Cihak et al. (2012)
Series “pcrdbofgdp” from
Beck et al. (2000); Beck
et al. (2009); Cihdk et al.
(2012)

PWT 8.1 (using output-
side real GDP at chained
PPPs)

Appendix C. Causal search algorithm

The key idea of the causal search methodology is that independencies and conditional independencies among variables in the dataset can be
used to infer some information about the underlining causal structure of variables under investigation. In order to understand this, we need to
introduce some terminologies of the graph-theoretic causal search methodology.

A vertex is used to represent a variable and an edge is used to represent the direct causal relationship among variables. A causal graph is a
collection of vertices and edges. To represent a system of linear structural equations in a causal graph, we define that Yis a direct cause of another
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variable X if and only if there is a non-zero coefficient associated with variable Y in the equation where X is the dependent variable (for example, an
equation X=a +fY + e with § # 0 and e as a structural error term). We can illustrate this in a causal graph as X<-Y where the edge with an arrowhead
(called directed edge) illustrates the causal direction. A variable X is adjacent to another variable Y if there is an edge between these variables. Pearl
(1988) proposed the d-separation theorem which can be used to read off the set of zero conditional correlations in a system of non-recursive (i.e.
does not allow feedback and loops) linear structural equations. Spirtes (1995) and Koster (1996) extend this to a non-recursive linear structural
equations system. With these findings, it is possible to estimate independencies and conditional independencies (equivalent to correlations and
conditional correlations under the linear structural equations system) among variables in the dataset and work backward to rule out causal graphs
that cannot represent the identified independencies and conditional independencies.*”

In order to implement the graph-theoretic causal search methodology discussed above, a causal search algorithm is needed. Below we present
and explain the PC algorithm of Spirtes et al. (2000):

Step 1: Start with the most general specification. This allows each variable to be the direct cause all other variables. In a causal graph, all
variables have edges adjacent to one another.

Step 2: Test (for a pre-specified critical value) all unconditional correlations between each pair of variables (by running OLS regressions). If a
pair of variables X and Y is statistically uncorrelated unconditionally, then X does not cause Y directly as well as Y does not cause X directly. With
this, an edge between the pair XY is removed.

Step 3: Test (for a pre-specified critical value) higher-order conditional correlations (from conditioning on one variable, two variables and so on)
between each pair of variables (by running OLS regressions). For each pair of testing variables X and Y, the set of conditioning variables includes
only variables that are still adjacent to X or Y in the previous round of test. If a pair of variables X and Y is statistically uncorrelated unconditionally,
then X does not cause Y directly as well as Y does not cause X directly. Continue until there are no more higher-order conditional correlations to be
tested.

The procedure discussed above is the elimination stage of the PC algorithm of Spirtes et al. (2000, pp. 84—-85). The elimination stage of the PC
algorithm is used to detect adjacency between each pair of variables. Moneta and Spirtes (2006) showed that the elimination stage of the PC
algorithm is valid in the presence of feedbacks which are important in the context of economic growth. Demiralp and Hoover (2003) also showed
that the elimination stage of the PC algorithm has good statistical properties (size and power) under several simulation experiments. In our causal
search, we use only the elimination stage of the PC algorithm since we would like to allow feedbacks in our causal search. Also, we limit our
procedure to testing correlations conditioning on one additional potential determinants of economic growth only. We do this since we want to focus
on the channels that can be identified with the most reliability. Higher order tests can be performed but are likely to be less reliable. Also, the
intuition of each step of the causal search algorithm can be highlighted.

Appendix D. Multiple imputation procedure

The basic idea of multiple imputation is that each missing observation will be imputed (i.e. to create a complete dataset) randomly from a
predefined distribution.'* The imputation process will be done several times to create several imputed datasets. Phiromswad (2014a) considered
five imputed datasets. Our imputation procedure follows Phiromswad (2014a) where the detailed procedure can be found. All analyses (linear
regressions in our case) will be conducted on each imputed dataset separately and results recorded. Then, the formula by Rubin (2004) can be used
to combine results from different imputed datasets. Let /?k,m represent the estimated slope coefficient and V“r(/?k,m) represent the associated variance
of the estimated slope coefficient of the kth variable from the mth imputed data set. The combined slope coefficient across five imputed data sets is
calculated as follows:

5
Bo=Y B ;
kmzzlk,m 3)

| 5
_ 1 ~
Standard errors (8,) = \/ 3 2 var(ﬂk’m) +

~ — 2
an:l(ﬂk‘m_ﬁk) x (1 + 1)

o] 5-1 5 (€))
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Kua Wongboonsin, Takamasa Fujioka, Sabin Srivannaboon,
& Piyachart Phiromswad

Identifying the Missing Links: Enhancing Regional
Connectivity of Mekong Countries amidst
Demographic Transitiont

Mekong countries (Cambodia, Lao PDR, Myanmar, Vietnam and Thailand) will experience a
challenging demographic shift in the near future. This demographic shift will reduce the working-age
population, which could be a major obstacle for their economic development. To alleviate this
problem, Mekong countries need to urgently transform their industrial structure towards capital-
intensive. However, it is unlikely that Mekong countries can accomplish this mission in time if
each country works individually. In this paper, we argue that industrial transformation for
Mekong countries will be better materialized if all Mekong countries are well-connected. This will
enhance the chance of receiving foreign direct investment (FDI) and knowledge transfer from more
advanced nations. Based on the ASEAN connectivity framework, we measure each dimension of
connectivity using the information from the Global Competiveness Report (GCR) of the World
Economic Forum (WEF). With this, we are able to identify and prioritize areas of connectivity of
Mekong countries that need major improvement, including transportation infrastructure, electricity
supply and security. We further argue that Japan and China could play a vital role in fostering
development in connectivity in Mekong countries.
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connectivity (as all are connected to the Mekong
River) and economic connectivity (though their
economic progressions are at different stages

1. Introduction

Many developing countries around the
world will eventually experience population
ageing.! Countries in the Mekong region are no
exception. Cambodia, Lao PDR, Myanmar,
Vietnam (altogether often referred to as
CLMV) and Thailand comprise the Mekong
region, which signifies their geographical
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and paces). Based on the medium projection
from the World Population Prospects 2015
revision, United Nations, Thailand is now
nearing the end of the ageing era, approaching
an aged society in 2022 and afterward a super-
aged society around 2031. The less-developed
countries like Vietnam, Myanmar, Cambodia
and Lao PDR will later join the ageing society
in approximately 2017, 2022, 2023, and 2039
respectively, and have around 16-25 years
before the next transition begins.

! According to the commonly used United Nations (UN)
definition, when the share of people aged 65 or older is greater
than 7%, we call a nation like this “an ageing society”. Then,
when the share of people aged 65 or older is greater than 14%
and 20%, we call a nation with these conditions “an aged
society” and “a super-aged society” respectively.

=
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Nevertheless, these countries share
something in common: i) the percentage of
young population (younger than 15 years of
age) will start to fall (reflecting that people
have fewer children), ii) the percentage of
the working-age population (15 to 64 years
of age) will start to fall, and iii) the

percentage of the senior population (65
years of age and above) will start to rise
(reflecting the ageing society). Figure 1 illustrates
the composition of population (population
younger than 15, 15-64, and 65 years of age
and above) in these countries.
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Source: The Medium Projection of the World Population Prospects 2015 Revision, the United Nations 101

Figure 1: The Composition of Population (younger than 15, 15-64, and 65 years of age and above) in
Thailand and CLMV

If we view Cambodia, Lao PDR, Myanmar,
and Vietnam as a single region (a group
of less-developed countries, the so-called
CLMYV), their working-age population will
reach a peak around 2037, and then will start
to decline (based on the medium projection
from the World Population Prospects 2015
Revision of the United Nations). Thailand,
the Mekong’s most developed country, will
experience a similar trend but much sooner.
Its working-age population will reach a peak
around 2018 and then fall (based on the
medium projection from the World Population
Prospects 2015 Revision of the United Nations).
Without appropriate preparations and actions,
the fall in the working-age population in
Mekong countries could be a major obstacle
to economic development.

Sasin Journal of Management
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There are several ways that the countries
in the Mekong region can overcome the problem
of a declining working-age population (i.e.
extending the retirement age, boosting fertility,
etc.). However, Wongboonsin et al. (2016)
discovered that each of these approaches alone
is unlikely to be sufficient in combating the
scale and the speed of the demographic shift
in this region. Thus, an effective combination
of alleviation measures (both short-term and
long-term) is urgently needed for Mekong
countries.

One alleviation measure, which is the main
focus of this paper, is the transformation towards
a higher stage of economic development. The
Global Competiveness Report (GCR) 2015-2016
of the World Economic Forum (WEF) classifies

1
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economic development into three stages i) the
factor-driven stage, ii) the efficiency-driven
stage and iii) the innovation-driven stage.
The GCR of WEF also considered two transition
phases: i) transition from factor-driven to
efficiency-driven and ii) transition from
efficiency-driven to innovation-driven). This
classification is based mainly on the income
per capita of each country and the share of
exports of mineral goods in total exports.2
A transformation towards a higher stage of
economic development tends to change the
industrial structure of a country towards a more
capital-intensive structure as well as increase
the value added of the industrial production.
This transformation will be extremely important
for ageing societies since, with a reduced
working-age population, other inputs such
as capital and technology must be increased
in order to compensate for the decline in the
workforce.

However, it is unlikely that Mekong
countries can transform towards a higher
stage of economic development and change
their industrial structure in the near future
individually by themselves (as the working-age
population in Thailand will reach its peak
in 2018 while the working-age population
in CLMV will reach their peaks in 2037). In
particular, less-developed countries typically
lack the necessary resources, know-how, and
internal environments that would allow them
to transform to a higher stage of economic
development. It is possible that these countries
may experience a phenomenon called “the
middle-income trap”, an economic situation
where a country is trapped at a certain level
of income, which may lead to losing its
competitive edge. According to Ohno (2009),
the take-off in terms of economic development
for East Asian countries started with the arrival
of manufacturing foreign direct investment
(FDI) flows. During this period, these countries
offered cheap unskilled labor and abundant
industrial land to foreign investors. Their

2 Countries whose exports consist of more than 70% mineral
goods are factor-driven economies.
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economies grew fast, which allowed them
to shift from low-income to middle-income
countries. However, the value added for the
locals was rather small as there was a significant
dependency on foreign technology. At such
a time, it is critical for these countries to invest
in factors that will reduce their reliance on
foreign technology and improve internal
efficiency in order to transform to a higher
stage of economic development. However,
this transformation does not occur naturally
and some countries become “trapped” in the
middle-income stage.

In this paper, we argue that the industrial
transformation of Mekong countries will be
better materialized if all Mekong countries
are well connected since this will help attract
foreign direct investment (FDI) and knowledge
transfer from more advanced nations. Using
the ASEAN connectivity framework, we measure
each dimension of connectivity using the
information from the Global Competitiveness
Report (GCR): 2015-2016 of the World Economic
Forum (WEF). With this, we are able to identify
and prioritize areas of connectivity of Mekong
countries that need major improvement. To
the best of our knowledge, we are the first to
provide an index that measures the level of
connectivity based on the ASEAN connectivity
framework. To identify and prioritize areas
of connectivity of Mekong countries that need
major improvement, we use the framework
proposed by Phiromswad et al. (2011).

It is important to stress that the strategy to
improve the connectivity of Mekong countries
has strong practicality and high potential
for transforming the industrial structure of
Mekong countries. First, enhancing the
connectivity of Mekong countries will increase
the chance of receiving foreign direct investment
(FDI) and knowledge transfer from more
advanced nations. Several researchers found
that a greater degree of economic integration
(which can be enhanced by improving
connectivity based on the ASEAN connectivity
framework) promotes FDI (Neven and Siotis
1996; Barrell and Pain 1997; Flam and
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Nordstrom 2007; Kreinin and Plummer
2008). Furthermore, several researchers
found that certain types of FDI promote
technological spillover (Aitken and Harrison
1999; Djankov and Hoekman 2000; Kinoshita
2001; Blomstrom et al. 2003; Liu and Zou
2008). Additionally, improving connectivity
based on the ASEAN connectivity framework
has strong practicality. The ASEAN Summit
serves as an already well-established platform
for leaders in this region as well as leaders
from developed countries to establish mutual
agreements that foster connectivity. However,
it is important to stress that only some types
of FDI promote technological spillover.
Furthermore, technological spillover tends
to occur only when domestic firms have
“absorption capability” (i.e. the ability and
motive to absorb foreign technology and
know-how) (Blomstrom et al. 2003).

We find that transportation infrastruc-
ture, electricity supply and security are three
areas in which most Mekong countries need
major improvement. We also identify areas
within each Mekong country that need
major improvement. We argue that Japan
and China could play a vital role in fostering
development in connectivity and industrial
transformation in Mekong countries. Since
Japan already has large fixed cost invested
in this region, there is a strong incentive for
Japan to transfer technology and know-how
to the Mekong countries using Thailand as the
regional hub for manufacturing. Similarly,
China could play an important role in providing
investment funds to support transportation
projects that connect Mekong countries with
each other and with China. In return, these
partnerships will benefit Japan and China
as they can use Mekong countries as their
production and investment base.

In the next section, we discuss the metho-
dology of the World Economic Forum’s Global
Competitiveness Report. Then, in section 3,
we discuss the topic of ASEAN connectivity
and present how we measure it using the

Sasin Journal of Management
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GCR of WEF. In section 4, we provide
recommendations related to different areas
of improvement based on the ASEAN
connectivity framework for CLMV countries and
Thailand. Finally, we provide our conclusions
in section 5.

2. The WEF's GCR

In this section, we provide a literature review
for the concept of national competitiveness
from the GCR 2015-2016 of WEF. The GCR
of WEF is commonly considered as the most
comprehensive and widely used reference
for national competitiveness statistics.> It
uses more than 100 indicators to construct
the global competitiveness index, and publishes
the ranking, which is developed from 140
countries covering both developed and developing
nations. Potential determinants of economic
growth identified in the economic growth
literature have been used to construct these
indicators (see Durlauf, Johnson, and Temple
2005 for collections of potential determinants
of economic growth). These indicators are
grouped into 12 pillars (see Table 1). Roughly
speaking, the global competitiveness index
of WEEF relies on two sources of information.
The first source is the “hard” data from national
statistics across countries. Examples are
primary education enrollment rate, infant
mortality, and life expectancy. The first
source accounts for approximately one-third.
The second source is the executive opinion

® Another comparable source of national competitiveness
data is the World Competitiveness Yearbook of IMD. One
advantage of the World Competitiveness Yearbook of IMD
is that it relies less on subjective opinions (such as the
executive opinion survey of GCR of WEF). But this also
limits the kind (i.e. must use hard data only) and the
number of indicators for constructing the national
competitiveness index. Furthermore, there are two more
limitations of the World Competitiveness Yearbook of
IMD which make it inappropriate for our analysis. First, the
World Competitiveness Yearbook of IMD has rather limited
coverage of developing and least developed countries (the
World Competitiveness Yearbook of IMD 2016 consists of
61 economies and most are developed countries). Second,
the World Competitiveness Yearbook of IMD does not
classify countries into stages of economic development.
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survey which accounts for approximately
two-thirds. An important advantage of using
such a survey is its ability to measure some
indicators which are hard to quantify directly
or which are unavailable on a timely basis.
Examples are efficiency of a legal framework

in settling disputes, transparency of govern-
ment policymaking, and reliability of police
services. Table 1 illustrates the 12 pillars of
the global competitiveness index of WEF
for Cambodia, Laos, Myanmar, Vietnam,
and Thailand.

Table 1: Components of WEF’s Global Competitiveness Index and Their Weights for the Mekong

Countries
(i) (i) (iii) (iv) v) (vi) (vii)
Group of key ; Weight for Weight Weight for Weight  Weight
factors 12 Pillars Carbodia for L. M for
ampodia Or Laos yanmar Vietnam Thailan d
1) Institutions 15.00%  15.00%  15.00% 15.00%  10.00%
Basic 2) Infrastructure 15.00%  15.00%  15.00% 15.00%  10.00%
requirements  3) Macroeconomic stability 15.00%  15.00%  15.00% 15.00%  10.00%
4) Health and primary education 1500%  15.00% 15.00% 15.00%  10.00%
5) Higher education and training 5839 5.83% 583%  583%  833%
6) Goods market efficiency 5.83% 5.83% 583%  583%  833%
Efficiency ~ 7) Labor market efficiency 5.83% 583%  583%  583%  833%
enhancers 8) Financial market sophistication. 5 g39, 5.83% 5.83% 5.83% 833%
9) Technological readiness 5.83% 5.83% 583%  5.83%  833%
10) Market size 5.83% 5.83% 583% 583%  833%
Innovation and 11) Business sophistication 250% 2.50% 2.50% 2.50% 5.00%
sophistication 1T i . . . . .
factors ) Innovation 2.50% 2.50% 250%  250%  5.00%

Source: The Global Competitiveness Report 2015-2016 of WEF. Cambodia, Laos, and Myanmar are in the factor-driven
stage. Vietnam is in the transition between the factor-driven stage and the efficiency-driven stage. Thailand is in the
efficiency driven-stage. For Vietnam, given that its GDP per capita is $2,088 which is very close to the cutoff for moving
out of the factor-driven stage ($2,000), we use the weight of the factor-driven stage.

The second advantage of the global com-
petitiveness index of WEF is that it classifies
nations into stages of economic development.
This methodology was suggested by Porter
(1990). The main rationale of this methodology
is that countries in different stages of economic
development need different factors for their
national competitiveness (Sala-i-Martin and
Artadi 2004, p. 55). According to the GCR of
WEEF, stages of economic development are
divided into three stages. The first stage is the
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factor-driven stage. In this stage, the natural
resources of each country are the main sources
of national competitiveness. Countries in this
stage tend to be the least developed countries
and their production activities tend to be
more labor-intensive (e.g. primitive agri-
cultural production). The second stage is
the efficiency-driven stage. In this stage, the
competitiveness of each country is driven by
how efficiently each country can transform
its natural resources into goods and services
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by using foreign technologies. In this stage,
efficient and effective rules and regulations
play an important role. Countries in this stage
tend to be developing countries and rely more
on capital (e.g. machines imported from foreign
countries) in their production. The third
stage is the innovation-driven stage. In this
stage, the main source of competitiveness of
each country depends on its capability to
improve existing technology in order to produce
better products and services. Countries in this
stage tend to be developed countries. The
GCR of WEF also considered two transition
phases: i) transition from factor-driven to
efficiency driven and ii) transition from
efficiency-driven to innovation-driven). CLMV
countries are in the factor-driven stage (except
Vietnam which is in the transition towards
efficiency-driven stage) while Thailand
is in the efficiency-driven stage (the Global
Competitiveness Report 2015-2016). Table 1
columns (iii) to (vii) show the weights of the
Mekong countries across 12 pillars based on
their stage of economic development.

3. Measuring Connectivity: The Integration
of WEF’s GCR and ASEAN Connectivity

Unfortunately, it is unlikely that Mekong
countries can transform towards a higher stage
of economic development in the near future
individually by themselves. One strategy is to
encourage foreign direct investment (FDI) and
knowledge transfer from more advanced
nations. In this paper, we argue that industrial
transformation will be better materialized if
all Mekong countries are well-connected. With
this, there will be a greater chance of receiving
FDI and knowledge transfer from more
advanced nations. Several researchers found
that establishment of the Single Market for the
European Union encouraged FDI (Neven
and Siotis 1996; Barrell and Pain 1997; Flam
and Nordstrom 2007). Kreinin and Plummer
(2008) used the augmented gravity model
to examine the effect of regional economic
integration (the EU, NAFTA, MERCOSUR,

Sasin Journal of Management
Vol. 20, No. 1, 2016

and ASEAN) on FDI. They found that regional
economic integration had a positive and
significant effect on FDI. The primary reason
that establishment of a more connected market
promotes FDI is that it is more attractive (wider
market access, tax incentives and cheaper input
costs) to set up or acquire production facilities
in the host country to serve the whole market
rather than to export to this market.

Various governments encourage FDI with
the expectation that there will be technology
spillovers from foreign firms (Aitken and
Harrison 1999). Even though empirical
evidence does not support this claim for all
types of FDI, there is increasing empirical
evidence to support vertical FDI spillover.
Researchers classify FDI spillover into two
types: horizontal spillover (or inter-industry
spillover) and vertical spillover (or intra-
industry spillover). Horizontal FDI spillover
occurs when the presence of foreign firms
increases the productivity of domestic firms
in the same industry. Vertical FDI spillover
occurs when the presence of foreign firms
increases the productivity of domestic firms
in other upstream or downstream industries.
Aitken and Harrison (1999) and Djankov
and Hoekman (2000) found positive and
significant vertical FDI spillover effect but
not horizontal FDI spillover effect. However,
Kinoshita (2001) found positive and significant
horizontal FDI spillover effect only for research
and development (R&D) intensive industries.

Liu and Zou (2008) examined the
technology spillover effect from greenfield
FDI and merger and acquisition (M&A) FDI
in China. Greenfield FDI occurs when foreign
firms establish new production facilities in
the domestic country while M&A FDI occurs
when foreign firms (partially or fully) take
over domestic firms or merge the capital
assets and liabilities of domestic firms. Liu
and Zou (2008) found that there are both
horizontal and vertical spillover effects from
greenfield FDI while there are only vertical
spillover effects from Mé&A FDI. Blomstrom
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et al. (2003) argued that FDI spillover effect
does not occur automatically. It only occurs
when domestic firms have absorption
capability?, which is the ability of the local
firms to learn and apply the foreign firm’s
technology (Chudnovsky et al. 2008).

Furthermore, improving connectivity
based on the ASEAN connectivity frame-
work has strong practicality. The ASEAN
Summit serves as an already well-established
platform for leaders in this region as well as
leaders from developed countries to establish
mutual agreements that foster connectivity.

Next, we demonstrate how we use the
GCR of WEF to measure each dimension of
connectivity based on the ASEAN connectivity
framework.

3.1 ASEAN Connectivity

The ASEAN connectivity framework consists
of three broad components as shown in the
Master Plan on ASEAN Connectivity in 2011:
physical connectivity, institutional connectivity
and people-to-people connectivity. Physical
connectivity focuses on the extent to which
physical infrastructure in the country helps
facilitate the movement of resources within
the country. Physical connectivity consists of
three subcomponents: transportation,
information and communications technology
(ICT), and energy. When there is strong
physical connectivity in a country, resources
within the country can be utilized more
efficiently for production of goods and services.
An area with poor transportation infrastruc-

* This can be measured by (i) quantitative variables such as
the ratio of R&D employees relative to total employment,
the ratio between expenditures in consultancy and sales,
and others, (ii) qualitative variables such as the degree
of formalization of R&D activities, the use of modern
organizational techniques, and others, and (iii) qualitative-
quantitative variables whether the firm undertook training
activities and the expenditures in training relative to sales
(Chudnovsky et al. 2008).
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ture will be unconnected with other regions
in the country, and resources will be utilized
inefficiently since it is costly to transport
goods produced within this area to other
regions. Services produced within this area
are also affected since it is difficult for
customers to travel to a difficult-to-access
area. An area with poor ICT infrastructure
will be unconnected with other regions in
the country and resources will be utilized
inefficiently since critical information for the
production process (e.g. market prices,
production technologies, etc.) does not flow
in or out of this region. Finally, an area with
weak (or unstable) energy supply (i.e.
electricity supply) will be unconnected with
other regions in the country since a stable
supply of electricity is one of the most critical
requirements for all production processes.

Institutional connectivity focuses on the
extent that institutions within the country
facilitate the movement of goods, services,
and investment across countries. Institutions
are commonly defined as the set of rules,
laws, policies and formal as well as informal
practices in the country. We classify components
of institutional connectivity into two categories:
trade and investment. For trade, enhancing
connectivity focuses on enhancing liberali-
zation and facilitation of cross-border trade
of goods and services, improving customs
procedures, improving regional transport
agreements and establishing mutual
agreements/arrangements of trade-related
matters. For investment, enhancing connectivity
focuses on enhancing liberalization and
facilitation of cross-border investment. A
country with strong institutional connectivity
will be well-connected with other countries in
the world, and resources will be utilized more
efficiently (e.g. better access to foreign markets
for selling goods and services or acquiring
inputs, better access to foreign capital markets
for attracting foreign direct investment).
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People-to-people connectivity focuses on
the extent to which the social environment
within the country facilitates the movement
of people across countries (either short-term or
long-term). We classify subcomponent of
people-to-people connectivity® into two
categories: education and security. Improving
the education of people in a country will
facilitate the movement of people across
countries because education will allow people
to communicate and understand people from
other countries. Education will enhance cross-
cultural capabilities and provide tools (e.g.
international languages such as English or
Chinese) for people from different countries
to communicate with each other. Improving
security (or safety) in a country will facilitate
the movement of people across countries
because no one wants to move (either short-term
or long-term) to an unsecure area. Enhancing
people-to-people connectivity will allow
countries to achieve a more efficient allocation
of human resources and foster information
sharing. In sum, enhancing these connectivity
dimensions will decrease development gaps
and further cultivate a sense of ASEAN
community (ASEAN Secretariat 2011). Although
the ASEAN connectivity framework was
developed to materialize and enhance ASEAN
connectivity, it is adopted in this study because
since it is suitable for integrating the Mekong
region as well.

There are two problems in enhancing
the connectivity of the Mekong region based

®The movement of people across countries may also depend on other factors such as labor law. But since WEF has no information

on the ASEAN connectivity framework.
First, we need to know the current level
of connectivity of various dimensions and
subcomponents. Without this information,
it is impossible to correctly direct resources
to improve areas where connectivities are
weak. To the best of our knowledge, there is
no integrated index that measures the level of
connectivity of various dimensions and sub-
components based on the ASEAN connectivity
framework. Second, given limited resources, it
is not possible (or not advisable) to enhance
all dimensions of ASEAN connectivity at the
same time. With limited resources, we need
to prioritize areas of connectivity that need
to be improved first.

In this paper, we propose a framework
that uses the national competitiveness index of
the WEF to measure the level of connectivity
of the Mekong countries based on the ASEAN
connectivity framework. In particular, a subset
of indicators from GCR is selected to represent
and measure each subcomponent of connecti-
vity. We select indicators (by examining the
questionnaire used for the executive opinion
survey or examining the source of the “hard”
data) that match (or are closely related to)
the subcomponents of connectivity. Table 2
presents the mapping between dimensions
of connectivity, subcomponents of connectivity
and variables from GCR of WEF for measuring
each subcomponent of connectivity based
on the ASEAN connectivity framework.

regarding labor law, we exclude it here and acknowledge it as one of the limitations in this research.
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Table 2: Mapping between Dimensions of Connectivity, Subcomponents of Connectivity and
Variables from GCR of WEF for Measuring Each Subcomponent of Connectivity Based

on the ASEAN Connectivity Framework

Dimensions of Subcomponents | Variables from GCR of WEF for measuring
connectivity based on | of connectivity | the associated subcomponents of connectivity
the ASEAN
connectivity

Physical connectivity

Transportation

2.01 Quality of overall infrastructure

2.02 Quality of roads

2.03 Quality of railroad infrastructure
2.04 Quality of port infrastructure

2.05 Quality of air transport infrastructure
2.06 Available airline seat kilometers*

ICT

2.08 Mobile telephone subscriptions*®
2.09 Fixed telephone lines*

9.04 Internet users*®

9.05 Broadband Internet subscriptions*
9.06 Internet bandwidth*

9.07 Mobile broadband subscriptions*

Electricity

2.07 Quality of electricity supply

Institutional
108 connectivity

Trade

6.09 Prevalence of trade barriers

6.10 Trade tariffs*

6.14 Imports as a percentage of GDP*
10.02 Foreign market size index*

6.13 Burden of customs procedures

Investment

1.01 Property rights

1.02 Intellectual property protection
6.11 Prevalence of foreign ownership
6.12 Business impact of rules on FDI

People-to-people
connectivity

Education

4.09 Quality of primary education

4.10 Primary education enrollment rate*
5.01 Secondary education enrollment rate*
5.02 Tertiary education enrollment rate*
5.03 Quality of the educational system

5.04 Quality of math and science education
5.05 Quality of management schools

Security

1.13 Business costs of terrorism

1.14 Business costs of crime and violence
1.15 Organized crime

1.16 Reliability of police services

Source: The Global Competitiveness Report 2015-2016 of WEF and the Master Plan on ASEAN connectivity (ASEAN

Secretariat, 2011). “*” indicates that the component is “hard data” from GCR.

Sasin Journal of Management
Vol. 20, No. 1, 2016

1 -

Identifying the Missing Links /9



Another advantage of our framework
is that it is possible to prioritize areas of
connectivity that need to be developed first.
In particular, we use the weight from GCR
from WEF to construct the weight for each
subcomponent of connectivity.® This is
appropriate for the following reason. Since
the weight of each component of GCR from
WEEF is constructed according to the stage of
economic development, enhancing connectivity
should also follow this pattern as well. In
particular, this represents the pattern of
economic development of most countries. For
example, when the least developed countries
transform into developing countries (or from
low income to middle income countries), we
tend to see a major improvement in physical
infrastructure first. This is reasonable since

physical infrastructure (roads, railroad, ports,
electricity supply, etc.) facilitates efficient
allocation of resources within each country and
is the foundation of economic development.
Without improvement in physical infra-
structure, it is hard to imagine how other
developments could follow. This is consistent
with the national competitiveness concept of
WEF in the sense that physical infrastructure
is categorized as one of the most important
factors for factor-driven economies. Table 3
presents the weight as well as the ranking for
each sub-dimension of ASEAN connectivity
for Cambodia, Laos, Myanmar, Vietnam,
and Thailand.

Next, we present our recommendations
for enhancing connectivity for the Mekong region.

Table 3: The Ranking and Weight of Subcomponents of Connectivity for Mekong Countries

Subcomponents Cambodia Laos
of ASEAN

connectivity

Myanmar

Vietnam Thailand

Rank Weight Rank Weight
%) (%)

Rank  Weight Rank

Weight Rank Weight
(%) (%) _ (%)

Transportation 94 19.09 100 19.09
ICT 97 11.31 117 1131
Electricity 108 19.09 72 19.09

Trade 78 7.42 87 7.42
Investment 91 13.25 95 13.25

Education 99 10.75 84 10.75
Security 104 19.09 64 19.09

96 14.29 89 14.29

Physical connectivity

117 19.09 70 19.09 51 15.34
116 11.31 75 11.31 61 13.63
118 19.09 87 19.09 56 15.34

Institutional connectivity

96 742 63 742 58 12.78
132 13.25 85 13.25 72 14.06

People-to-people connectivity

123 10.75 78 10.75 72 13.51
125 19.09 82 19.09 110 1534

Average

118 14.29 77 14.29 68 14.29

Source: The Global Competitiveness Report 2015-2016 of WEF. Cambodia, Laos, and Myanmar are in the factor-driven
stage. Vietnam is in the transition between the factor-driven stage and the efficiency-driven stage. Thailand is in the efficiency
driven-stage. For Vietnam, given that its GDP per capita is $2,088 which is very close to the cutoff for moving out of the
factor-driven stage ($2,000), we use the weight of the factor-driven stage.

®We assign a weight to each variable used to measure each subcomponent of connectivity equals to the weight of its pillar from GCR of
WEEF (i.e. the weight of pillar 1 to 12 shown in Table 1). Then, the weight for each subcomponent of connectivity is equal to the average
of all variables used to measure it. Then, everything is scaled to 100 percent. The weight of each subcomponent of CLMV countries and

Thailand is shown in Table 3.
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4, Recommendations

In this section, we present our recommen-
dations for enhancing the connectivity of
Mekong countries. We identify areas of
improvement for Cambodia, Laos, Myanmar,
Vietnam, and Thailand based on the approach
proposed by Phiromswad et al. (2011) and
apply it to the subcomponents of ASEAN
connectivity presented in Section 3. Phirom-
swad et al. (2011) proposed a framework for
prioritizing areas of economic development
based on GCR of WEF. In particular, they
used two criteria: the ranking and the weight
of each country. They proposed that areas
of development can be classified into four
groups. Using the average of ranking and
weight of each country as the two cutoffs,
areas of development are classified into
i) important weaknesses (ranking poorer
than average and weight higher than average),
ii) important strengths (ranking better than
average and weight higher than average),
iii) weaknesses (ranking poorer than average
and weight lower than average) and strengths
(ranking better than average and weight
lower than average). Areas of development
that are classified as “important weaknesses”
should receive first priority, while areas of
development that are classified as “weaknesses”
should receive second priority.

4.1 Enhancing Connectivity for the Mekong
Countries

Figure 2 shows the ranking and the weight of
subcomponents of ASEAN connectivity (as

Sasin Journal of Management
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shown in Table 3) for Cambodia, Laos,
Myanmar, Vietnam, and Thailand.
Subcomponents of ASEAN connectivity are
classified into four groups using the average
of ranking and weight of each country as the
two cutoffs. According to Figure 2, security
(important weakness for all 4 countries),
transportation infrastructure (important weak-
ness for 3 countries) and electricity supply
(important weakness for 3 countries) are three
subcomponents of ASEAN connectivity in
which most Mekong countries need major
improvement. For Cambodia, the important
weaknesses are electricity supply (108") and
security (104%). The transportation infrastructure
of Cambodia is almost classified as an important
weakness (it will be classified as an important
weakness if the ranking deteriorates from
94t to 96t or only two positions). For Laos,
the important weakness is transportation
infrastructure (100). For Myanmar, electricity
supply (118'") and security (125" are classified
as important weaknesses. The transportation
infrastructure of Myanmar is almost classified
as an important weakness (it will be classified
as an important weakness if the ranking
deteriorates from 117" to 118% or only one
position). For Vietnam, electricity supply (87
and security (82°) are classified as important
weaknesses. For Thailand, only security
(110%) is classified as an important weakness.
Therefore, these important weaknesses are the
missing links that restrain the regional
connectivity of the Mekong countries.
Governments of these countries should give
these important weaknesses first priority in
their development programs.
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Figure 2: Identification of Strengths and Weaknesses in Connectivity for Mekong Countries
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In addition, investment and education
are two subcomponents of ASEAN connectivity
that are weaknesses for most Mekong countries.
Even though these areas are not classified as
important weaknesses and do not receive
the first priority in development programs,
they should not be completely neglected.
For Cambodia, weaknesses are education
(99" and ICT (97%). For Laos, weaknesses
are ICT (117™) and investment (95%).
It is important to note that ICT for Laos is
the worst among all the Mekong countries.
It is likely that once the important weakness
for Laos (which is the transportation
infrastructure) has been improved, ICT
will be the next on the list. Myanmar and
Vietnam share the same weaknesses which
are investment (132" and 85™ respectively)
and education (123'¥ and 78" respectively).
Lastly, for Thailand investment (72°d) and
education (72"%) are classified as weaknesses.

Interestingly, trade is not classified as
an important weakness or weakness for any

of the Mekong countries. This implies that
trade as a subcomponent of institutional
connectivity for the Mekong countries is
relatively well-established compared to
other subcomponents of connectivity. This
is also consistent with the prevalence of
cross-border trade of goods and services for
the Mekong countries. However, this does
not imply that trade as a subcomponent of
institutional connectivity is better than the
international standard (clearly, the ranking
of trade for the CLM countries is below the
median of countries included in the GCR of
WEF) and will never need any improvement.

Given the above analysis, poor infrastruc-
ture, especially transportation, electricity supply
and security, present a huge challenge for
the Mekong countries. To examine, these
subcomponents of connectivity in more
detail, Table 4 presents the ranking of variables
used to measure these subcomponents of
connectivity.

Table 4: The Ranking of the Associated Variables from GCR of WEF Used to Measure the Three
Most Important Weaknesses of the Mekong Countries

S;ll(;ﬂsfgjs;s Associated variables from GCR of WEF | Cambodia| Laos |Myanmar |Vietnam | Thailand
Transportation | 2.01 Quality of overall infrastructure 102 78 135 99 71
2.02 Quality of roads 94 83 136 93 51
2.03 Quality of railroad infrastructure 100 n/a 96 48 78
2.04 Quality of port infrastructure 83 130 123 76 52
2.05 Quality of air transport infrastructure| 100 94 132 75 38
2.06 Available airline seat kilometers* 84 117 79 30 14
Electricity 2.07 Quality of electricity supply 108 72 118 87 56
Security 1.13 Business costs of terrorism 107 80 131 87 124
1.14 Business costs of crime and violence 93 48 120 69 103
1.15 Organized crime 93 66 124 75 101
1.16 Reliability of police services 122 63 125 97 112

Source: The Global Competitiveness Report 2015-2016 of WEF. “*” shows that the ranking is based on “hard” data

rather than Executive Opinion Survey. The lower the ranking, the better.
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Overall, Cambodia, Laos, Myanmar,
Vietnam, and Thailand show weaknesses in
physical connectivity across a wide range of
components. For Cambodia, poor railroads,
poor air transport infrastructure, and un-
reliable electricity supply are the main
problems. For Laos, poor port infrastructure
and inadequate airline seats are their main
problems. For Myanmar, almost all aspects
of their transportation infrastructure and
electricity supply are relatively weak. For
Vietnam, which is more developed compared
to Cambodia, Laos and Myanmar, their
problems lie in poor roads, which affect the
overall quality of their infrastructure. And
for Thailand, the quality of railroads seems
to be the worst problem.

It is important to note that quality of
transportation infrastructure is very important
in this region for many reasons. Freeman (2014)
argues that a road system could function
well at the regional level only if the missing
links in each country are connected across
region. He suggests that transportation
infrastructure (roads, railroad, air transport,
and port infrastructure) in the CLMV countries
can be viewed as the missing link for an
effective regional transportation infrastruc-
ture. Given this, it is critical and urgent to
improve the transportation infrastructure of
the CLMV countries since this must be
improved first before other development
can materialize effectively. One initiative that
could improve the quality of transportation
infrastructure in this region is the creation
of economic corridors that run through the
region. Currently, there are major economic
corridors that run across the Mekong region
such as the Southern and East-West corridors.
The Southern Corridor running from Ho Chi
Minh City through Phnom Penh to Bangkok
along ASEAN Highway 1 plays an important
role as a strategic link with economic and
logistic potential. It could be planned to extend
to Myanmar’s Dawei, where an industrial
and port complex is being constructed and
developed. Myanmar’s Dawei seaport will

Sasin Journal of Management
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significantly streamline the logistic system in
this region as it can help lower transportation
costs. These projects will provide new routes
which can connect Southeast Asia to the
Indian Ocean, and to many more countries
in the Far East. With an eye on the huge Indian
market, a number of Japanese companies are
eagerly waiting for the completion of the
Dawei Deep Seaport.

Similarly, the reliability of the electricity
supply plays an important role in the
production of the CLMV countries. Two
countries in particular that need a major
improvement in their electricity supply are
Cambodia and Myanmar. Areas with weak
(or unstable) electricity supply will be un-
connected with other regions. Resources from
these areas will not be utilized efficiently
since all kinds of production require a stable
and reliable supply of electricity.

Another subcomponent that is a major
weakness for most countries in the Mekong is
security, which is a component of people-to-
people connectivity. According to Table 4,
Cambodia and Myanmar have relatively
poor ranking in almost all aspects of security.
On the other hand, Laos performs quite
well in terms of their security compared to
other CLMV countries. For Cambodia and
Myanmar, the two worst areas that affect
the confidence of potential investors are the
business costs of terrorism and reliability of
police services. For Thailand in particular,
almost all aspects of security are relatively
weak, a very serious problem.

4.2 The Role of Advanced Economies
4.2.1 The New Role of Thailand and Japan

Thailand as the most advanced nation among
the Mekong countries can play an important
role in enhancing connectivity in this region
by improving its transportation infrastructure
and becoming the regional transportation
center. Based on the ranking from the WEF,
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Thailand’s physical infrastructure such as roads
and ports is well advanced by regional
standards. In terms of low-ranked railroads,
Thailand can cooperate with Japan (for
investment and know-how) to enhance the
coverage and the quality of its rail transportation
system. Some examples of existing projects are
Bangkok-Kanchanaburi (180km), Bangkok-
Aranayaprathed (255km), Bangkok-Laem
Chabang (139km) as well as a high-speed
dual track railroad between Bangkok and
Chiang Mai (672km) (Ministry of Transport of
Thailand 2015). The first two routes are expected
to extend into Cambodia and Myanmar in
the future.

By the same token, Japan can play an
important role in investing in projects that
improve infrastructure and enhance physical
connectivity in CLMV countries.” Japan has
been one of the largest donors and a major
contributor of foreign direct investment in
this region and will be an important player
in enhancing regional connectivity among
Mekong countries.® Japan could play a vital
role in transferring technology and know-how
to Mekong countries using Thailand as the
regional hub for manufacturing (to improve
transportation, information and communica-
tions technology, and education). At the same
time, Japan can benefit from making Mekong
countries its production and investment base.

According to the Japan Bank for Inter-
national Cooperation (JBIC 2012), Thailand

7In 2015, Japan has pledged a 750-billion Yen (about 250 billion
Baht) aid plan for the Mekong countries over the next three
years. In Cambodia, Japan has assisted the development of
the road network system (i.e. Southern Economic Corridor)
as well as the maintenance of the Sihanoukville port and its
surrounding area (Ministry of Foreign Affairs of Japan 2015).

8 According to the ASEAN investment report 2015, the share
of FDI for ASEAN from Japan is large and ranked second
(the first is the European Union). For Thailand, the share of
FDI from Japan is the largest. But interestingly, the share
of Japanese FDI for Cambodia, Lao PDR, and Myanmar
from Japan is rather limited (FDI in 2014 from Japan to
Cambodia is ranked 7%, to Lao PDR is ranked below 10t
to Myanmar is ranked 5%). This is why we think it is
interesting and important to point out the role of Japan
in fostering regional collaboration using Thailand as the
regional hub since there is room for opportunity.
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and Vietnam have been ranked within the
top five investment destinations over the
previous years. There are 1,618 members
of the Japanese Chamber of Commerce as
of end of April 2015 in Thailand and 1,371
members in Vietnam. This underlines the
fact that Mekong countries serve as stepping
stones to enter the huge Chinese and Indian
markets. Given that Japan already has large
fixed cost invested in this region, there is
strong incentive for Japan to play a vital role
in transferring technology and know-how to
Mekong countries. Thailand is currently in
the efficiency-driven stage based on the GCR
of WEF, and it urgently needs to transform
its labor-intensive economic structure towards
knowledge intensive and more value-added
industry. Japan has strengths in business
sophistication, R&D infrastructure and human
capacity to innovate. In this context, partnership
between Japan and Thailand (e.g,, transferring
technology and know-how) and making
Thailand the regional hub for manufacturing
will be of mutual benefit.

4.2.2 The Role of China

China could play an important role in providing
investment funds to support transportation
projects that connect Mekong countries with
each other and with China. The development
of better infrastructure in the Mekong region
will not only improve the economic development
and national competitiveness in these countries
significantly (since infrastructure is the
most important weaknesses in most of these
countries), but it will also enhance the physical
connectivity of the countries in this region
and China which will benefit all countries
in terms of their economic development and
national competitiveness.

5. Conclusions

With the differing stages of economic
development among the Mekong countries,
Japan and China, this disparity can be used to
their advantage by strategically building
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complementary partnerships and by streng-
thening the industrial cluster linkage based
on coopetition (Nalebuff and Brandenburger
1997). As a slowing down of the growth in
the working-age population is approaching,
Mekong countries must move towards a
higher stage of economic development and
transform their industrial structure from
labor-intensive to capital-incentive. In this
paper, we argue that the industrial transfor-
mation of Mekong countries will be better
materialized if all Mekong countries are well
connected since this will help attract foreign
direct investment (FDI) and knowledge
transfer from more advanced nations.

Using the ASEAN connectivity framework,
we measure each dimension of connectivity
using the information from the Global
Competiveness Report (GCR): 2015-2016 of
the World Economic Forum (WEF). With
this, we are able to identify and prioritize
areas of connectivity of Mekong countries
that need major improvement. To the best
of our knowledge, our framework is the first
one that provides an index to measure the
level of connectivity of based on the ASEAN
connectivity framework.

It is important to stress that the strategy to
improve the connectivity of Mekong countries
has strong practicality and high potential
for transforming the industrial structure
of Mekong countries. First, enhancing the
connectivity of Mekong countries will increase
their chances of receiving foreign direct
investment (FDI) and knowledge transfer from
more advanced nations. Several researchers
found that a greater degree of economic
integration (which can be enhanced by
improving connectivity based on the ASEAN
connectivity framework) promotes FDI.
Furthermore, several researchers found that
certain types of FDI promote technological
spillover. Additionally, improving connectivity
based on the ASEAN connectivity framework
has strong practicality since the ASEAN
Summit serves as an already well-established

Sasin Journal of Management
Vol. 20, No. 1, 2016

platform for leaders in this region as well as
leaders from developed countries to establish
mutual agreements that foster connectivity.
However, it is important to stress that only
some types of FDI promote technological
spillover. Furthermore, technological spillover
tends to occur only when domestic firms
have absorption capability.

We find that transportation infrastructure,
electricity supply and security are three areas
in which most Mekong countries need major
improvement. For Cambodia, poor railroads,
poor air transport infrastructure, and
unreliable electricity supply are the main
problems. For Laos, poor port infrastructure
and air transportation are their main problems.
For Myanmar, almost all aspects of their
transportation infrastructure and electricity
supply are relatively weak. For Vietnam,
their problem lies in poor roads. For Thailand,
quality of railroads seems to be their worst
problem. Cambodia and Myanmar have
relatively poor ranking in almost all aspects
of security. For Cambodia and Myanmar, the
two worst areas that affect investor confidence
are the business costs of terrorism and
reliability of police services. On the other
hand, Laos and Vietnam perform quite well
in terms of their security compared to other
CLMV countries. For Thailand, almost all
aspects of security are relatively weak, which
is a critical problem for this country.

We further argue that Japan and China
could play a vital role in fostering development
in connectivity and industrial transformation
in Mekong countries. Japan has been one of
the largest donors and a major contributor
of foreign direct investment in this region.
Given that Japan already has large fixed cost
invested in this region, there is strong incentive
for Japan to play a vital role in transferring
technology and know-how to Mekong
countries using Thailand as the regional hub
for manufacturing (Fujioka 2015). At the
same time, Japan can mutually benefit from
using Mekong countries as its production
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and investment base. China could also play
an important role in providing investment
funds to support transportation projects that
connect Mekong countries with each other
and with China. This will be mutually
beneficial for the Mekong countries and China.
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Abstract

Introduction: Toward population wellness, an extreme scarcity of organ supply is proven to be an enormous hindrance.
Preferences toward organ donation are vital to raise the organ donation rate. Notably, the area people live in can address the
social influence on individual preference toward organ donation. Research Questions: This article studies the impact of the
neighbor effect on organ donation decisions, addressing the social influence of urbanization on preferences. How neighborhood-
specific variables, population density, and socioeconomic status drive the neighbor effect is investigated. The pursuit of organ
donor traits is to be answered. Design: The study uses organ donation interview survey data and neighborhood-specific data
from Thailand to estimate a series of logistic regression models. Results: Individuals residing in urban areas exhibit a greater
likelihood to sign the donor card than those in rural areas. The neighborhood socioeconomic status is the key driver. An individual
is more willing to be an organ donor when having neighbors with higher socioeconomic statuses. Results also reveal positive
influences of males and education on the organ donation rate. Discussion: This article documents the “neighbor effect” on the
organ donation decision via living area type, offering an alternative exposition in raising the organ donation rate. In shifting the
society norm toward organ donation consent, policy-makers should acknowledge the benefit of urbanization on organ donation
decision derived from resourceful urban areas. Moreover, raising education levels does improve not only citizens’ well-being but
also their tendency to exhibit an altruistic act toward others.

Keywords
consumer wellness, organ donation, neighbor effect, decision-making, choice, urbanization

Introduction older population (60 years +) grew from 9.2% in 1990 to 11.7%
in 2013 and is estimated to grow from 841 million people in
2013 to more than 2 billion in 2050. This demographic shift
urges policy-makers to prepare for ongoing growth in organ
transplant needs for years to come. Furthermore, the increasingly
stringent safety standard limits the obtainable supply. That is,
donated organs must be safe, procured, preserved, packaged, and
labeled appropriately to ensure both the traceability of organs
and the safety of recipients.

Without presumed consent, organ donation in Thailand has
purely relied on the Thai Red Cross Organ Donation Center,
established in 1994. Those willing to donate their organs contact
the Thai Red Cross Organ Donation Center directly. Altruistic
values have been observed to drive the organ donation rate.
Similar to other countries, Thailand has experienced an extreme
scarcity of organ supply. The severe gap in the demand and
supply is raising a critical concern due to an average of 4 deaths
per week. Approximately 100 to 200 patients died while waiting
for an organ transplant in 2015." Organ transplantation relies on
brain dead deceased organ donors. There were 220 actual | _ ) ) o o

. 2 . . Sasin Graduate Institute of Business Administration, Chulalongkorn University,
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To increase organ supply, there are various mechanisms to
increase the number of registered organ donors.*> For instance,
Thaler® proposed that governments should adopt the “opt-out”
system, which presumes citizens as donors unless otherwise
stated. The New England Program for Kidney Exchange and
the Alliance for Paired Donation initiated a matching mechan-
ism that effectively increased the number of kidney paired
donation transplants.” In Singapore and Israel, donors are given
prioritized access to organs if they are in need of a transplant.®
Interestingly, monetary benefits have been found to boost con-
sent rates. Seventeen states in the United States offer tax breaks
to people who donate a kidney, a portion of their liver, or bone
marrow for transplantation.’ Australia and Singapore offer
monetary rewards to organ donors,'” and China launched a
pilot program to finance welfare support to the donor fami-
lies.'! Nevertheless, Thailand has not adopted these alternative
mechanisms.

Altruistic campaigns, undeniably, have continued to gain
popularity. The altruistic motive for organ donation repre-
sents the belief in saving lives and improving the lives of
others.'? Altruistic organ donors believe that organ donation
will provide value in their death. Their donated organs make
transplantation possible, enhancing recipients’ life.'* Evi-
dently, it is difficult to raise the organ donation rate via altru-
ism because policy-makers normally focus on individuals'*
and overlook social factors. For instance, Donate Life Amer-
ica launched “The Gift of a Lifetime” campaign targeting
potential organ donors. Key messages delivered include “the
power and the beauty that comes from helping others through
organ and tissue donation.” Similarly, the Thai Red Cross
Organ Donation Center promotes the “Let them See Love”
campaign that emphasizes the never-ending happy gifts for
many lives.'> Though such efforts are commendable, success
may be limited.

Many studies on public policy show the effects of social
factors on preferences and quality of life. For example, Mau
et al'® studied the adoption of clean vehicle technologies such
as hybrid gas electronic vehicles and hydrogen fuel cell vehi-
cles. The preferences toward clean vehicle technologies depend
not only on vehicle attributes and consumers’ characteristics
but also on the overall market adoption rate. This result war-
rants a careful investigation of the neighbor effect, where a
consumer is more likely to adopt a product or service if it is
widely spread in the market. Plausible explanations for this
effect include changes in social concerns, increased credibility,
and learning from others with more experience.'” Norton et al'®
further described how the neighbor effect may be caused by a
shift in cultural norms. Particularly, he argued that individual
actions do not only result from individual preferences but also
from the preferences of the local community.

Geographically, urban and rural areas have been shown to
subsume different patterns of residential preferences. For
example, Haque and Srivasta'® studied the differences among
rural and urban consumers in India and found that distinct life-
styles across consumers living in different areas significantly
impact their preferences. This results in different attitudes

toward the marketing mix (price consciousness, brand name
consciousness, etc) in urban and rural consumers with dissimilar
ideal self-concepts. Interestingly, Talukdar et al*® showed the
significance of urbanization on preference in the market. In their
diffusion study of 6 products in 31 developed and developing
countries from Europe, Asia, and North and South America, they
found that a 1% change in urbanization level can potentially
change the penetration potential by approximately 0.2%.

Specific Aim

In this study, we intend to answer the following questions: (1)
do sociodemographic variables impact the organ donation
decision? (2) Is the neighbor effect evident for organ donation
consent? Does living in an urban versus a rural area impact the
organ donation decision? (3) If the neighbor effect is
observed, what is the underlying root cause of this effect? Is
it due to population density or the socioeconomic status of the
neighborhood?

Methods
Design

To answer the above questions, we use November 2004 organ
donation interview survey data and neighborhood-specific data
that are publicly available from the Thai National Statistical
Office (TNSO). The data include the stratified random samples
of 5800 households across Thailand. A series of logistic regres-
sions are estimated. The study is exempt from institution’s
ethical board review.

Setting

The study is done outside an experimental or lab setting. It uses
the TNSO data collected in a natural setting across Thailand.

Population

The sampling design of the TNSO organ donation data used
regions of Thailand as strata. The data collection proceeded
with a stratified 3-stage sampling method. In the first stage,
village communities in urban and rural areas were selected
randomly without replacement across 5 regions as the primary
unit. In the second stage, 10 units of households in the desig-
nated village communities were selected randomly without
replacement as the secondary unit, rendering a sample of
5800 households. In the last stage, a household member at least
18 years old from each selected household was selected ran-
domly without replacement relative to gender, age, and occu-
pation, resulting in a national sample size of 5800 respondents.
A total of 2240 respondents and 3560 respondents lived in
urban and rural areas, respectively (see Table 1). In this article,
areas are defined as urban according to the Thailand Thesaban
Act of 2003. The criteria used to categorize the areas include
population density and income.
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Table I. Organ Donation Sample Stratification.

Area
Regions Total Urban Rural
Bangkok 1080 1080 —
Central 1260 440 820
Northern 1140 240 900
North Eastern 1320 240 1080
Southern 1000 240 760
Overall 5800 2240 3560

Data Collection

Information regarding the area of residence, age, education, and
gender was also collected. Based on the willingness to donate
organs, 5800 respondents across Thailand were asked the fol-
lowing question: “will you donate your organs (such as heart,
liver, kidney, lung, etc) with the Thai Red Cross Organ Donation
Center?” Individuals who were indecisive in the donation deci-
sion were excluded because the article currently focuses on fac-
tors that influence the donate or not donate decision.

To explore how neighborhood-specific characteristics affect
organ donation consent, we merge the TNSO household-level
data on organ donation with data on the income of residents and
population density, also obtained from the TNSO. This resulted
in a final sample size of 2862 households. The characteristics
of the respondents are shown in Table 2. Geographically, 43%
of the respondents reside in urban areas, and 57% live in areas
that are further away from town. The proportion of males and
females in the data is similar. Finally, the age of respondents is
appropriately distributed from 18 to 60+ years.

Table 2 contains summary statistics of donation intentions
across sociodemographics. Overall, 53.95% of respondents exhi-
bit a preference toward organ donation, and 46.05% of house-
holds refuse to donate their organs. Interestingly, the area of
residence exhibits an organ donation consent pattern; 63.93%
of respondents residing in the urban area indicated their willing-
ness to donate their organs, but only 46.45% of people living in
the rural area responded “yes” to the question of whether they
would donate. In addition, the donation rate among males
(59.83%) is much higher than that of their female (48.62%) coun-
terparts. A negative relationship between age and organ donation
consent is evident. Finally, education shows a positive effect on
organ donation. Only 31.97% of uneducated households are will-
ing to donate compared to those who possess a college degree
(79.08%). Therefore, a preliminary analysis of summary statistics
shows that social influence and sociodemographics remain key
determinants of organ donation intention. In the next section, we
develop a series of logistic regression models to carefully exam-
ine these relationships in a more controlled setting.

Data Analysis

Let [;j ponate b€ the probability that an individual i who lives in
area j will consent to donate his organs and [;; Not ponate D€ the

Table 2. Sociodemographics and Organ Donation Willingness of
Respondents.

Household Demographics (N = 2862)

Sociodemographics

Regions Education
Urban 43% No education 4%
Rural 57% Primary school 54%
Junior high 1%
High school 10%
Age Vocational 9%
18-29 18% College 1%
30-39 27% Graduate school 1%
40-49 26% Gender
50-59 17% Male 47%
60+ 13% Female 53%
Organ Donation Willingness
Attribute % Not Donate % Donate n
Overall 46.05 53.95 2862
Area of residence
Urban 36.07 63.93 1228
Rural 53.55 46.45 1634
Gender
Male 40.17 59.83 1332
Female 51.18 48.62 1530
Age
18-29 34.95 65.05 515
30-39 43.23 56.77 761
40-49 46.89 53.11 740
50-59 51.05 48.95 474
60+ 59.14 40.86 372
Education
No education 68.03 31.97 122
Primary school 56.15 43.85 1553
Junior high 42.07 57.93 309
High school 38.32 61.68 274
Vocational 21.54 78.46 246
College 20.92 79.08 325
Graduate school 21.21 78.79 33

probability that an individual i who lives in area j will refuse to
donate his organs. The log-odd of the organ donation decision
of the logistic regression model can be defined by:

log Wi, Donate ) _ o+ 1D; + BX; + vZ; + dD.X; + &, (1)
M;’/’.Not Donate

where a is an intercept term that represents the intrinsic log-odd
of intending to donate rather than refusing to donate. In the
absence of exploratory variables, an individual i is more likely
to donate rather than not if the intercept is positive. In contrast,
a negative intercept would imply that the individual is more
inclined to refuse to donate his organs. T captures the effect of
living in the urban area. D; takes on the value of 1 if the area j
that the respondent lives in is an urban area or 0 otherwise. 8
measures the neighbor effect on the organ donation decision.
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Table 3. Parameter Estimates, Standard Errors, Wald Xz, and P Value.

Model | Model 2 Model 3

Log(Pdonate/Pnot donate) Log(Pdonate/Pnot donate) Log(Pdonate/Pnot donate)

Parameters Estimate Std Err Wald x> P Value Estimate Std Err Wald x> P Value Estimate Std Err Wald x> P Value
Intercept —0.863 0.148 3394 <000l —0.884 0.157 31.62 <000l —0.610 0.177 11.84 .0006
Neighborhood level
Urban 0.405 0.084  23.12 <.0001 0.386 0.108 1277 .0004 0.168 0.194 0.75  .3872
Population density 0.000 0.000 0.14 .7053
Urban x population density 0.000 0.000 020  .6557
Proportion of poor —0.012 0.006 438 .0363
Urban x proportion of poor 0.013 0.011 142 2332
Individual level
Female 0 0 N/A N/A 0 0 N/A N/A 0 0 N/A N/A
Male 0.202 0.040 2570 <.0001 0.202 0.040 25.66 <.0001 0.191 0.04] 21.80 <.0001
18-29 0 0 N/A N/A 0 0 N/A N/A 0 0 N/A N/A
30-39 —0.078 0.125 039 5342 —-0.079 0.125 040 5267 —0.076 0.129 034 5592
40-49 —0.108 0.127 072 3953 0.1l 0.127 0.76 .3838 —0.124 0.131 089  .3461
50-59 —0.168 0.142 141 2350 —0.171 0.142 145 2278 —0.187 0.145 1.67  .1969
60+ —0.454 0.152 891 .0028 —0.456 0.152 899 .0027 —0.481 0.156 9.52  .0020
Education 0.341 0.031 11864 <.0001 0.342 0.031 119.19 <000l 0.336 0.032 10755 .000l

Abbreviations: N/A, not applicable; std err, standard error.

*Significant coefficients at o = 0.05 are in boldface and significant coefficients at o = 0.10 are underlined.

Neighborhood-specific variables (X) include the population
density (the number of people per square kilometers) and the
percentage of poor persons (the number of people with an
income below the national poverty line divided by the number
of people residing in the area) in the area, characterizing each
neighborhood. y accounts for the sociodemographic variables
(Z). Age groups, education level, and gender represent socio-
demographics (Z). Specifically, respondents are divided into 5
different age groups: 18 to 29, 30 to 39, 40 to 49, 50 to 59, and
60+ years old, resulting in 4 age-group indicators. Education is
included in the model as a quantitative measure, where
education € (1 = uneducated, 2 = primary school, 3 = lower
secondary school, 4 = upper secondary school, 5 = vocational
school, 6 = undergraduate, 7 = graduate school). Lastly, a
dummy, male, takes on the value of 1 if the respondent is male
or 0 otherwise. These observable sociodemographic character-
istics allow for a variation in preference regarding the organ
donation decision. § is the vector of parameters that account for
interaction effects between neighborhood-specific variables
(X) and the living area dummy (D). The random error term
€; is assumed to follow a binomial distribution, which is
independent.

Procedure

The TNSO interviewer physically traveled to the respondent’s
location to conduct a personal interview. The interview was
standardized and structured in nature, following the TNSO
organ donation questionnaire. Specific questions were asked
in a set order and in a set manner to ensure no variation between
interviews. Respondents’ answers were recorded on a question-
naire form during the interview process.

Results

To determine the social influence on individuals’ organ dona-
tion decision, the logistic regression model described in the
earlier section is estimated using PROC GENMOD in the SAS
statistical package (Cary, North Carolina). Parameter estimates
and Wald y? statistics are shown in Table 3.

Model |: The Main Effects Model. The main purpose of the first
model is to investigate whether residing in an urban area sig-
nificantly influences individuals’ choices. In this model, socio-
demographic variables such as age groups, gender, and
education level are included. The results show that individuals
aged 60+ years are likely to decline organ donation the most
(—0.454). We also find that males are more likely to donate
their organs (0.202). As expected, a positive relationship is also
observed between level of education and the probability of
signing the donor card (0.341). Interestingly, the statistically
significant negative intercept (—0.863) emphasizes the fact that
respondents on average would refuse if asked to donate their
organs without any encouragement. Most importantly, we find
evidence for the impact of social influence on organ donation
consents. That is, those who live in an urban area are more
likely to donate their organs compared to their counterparts
living in a rural area (0.405).

Model 2. Although the main effects model demonstrated the
significance of social influence on the organ donation decision
via living area type, the underlying root cause has not yet been
established. Models 2 and 3 will further examine the charac-
teristics of neighborhood that underlie the social influence of
neighborhood on the donation decision. In model 2, we use
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population density as the key neighborhood characteristic of
the area that a person lives in. This is to investigate whether
population density mediates the effect of social influence on
individuals’ intention to donate organs. Consequently, both
the population density term and the interaction term
between the urban area dummy and population density are
added to model 1. Similar to the previous results, the inter-
cept term is found to be negative (—0.884), denoting the
tendency to refuse. Moreover, gender and education level
remain significant (0.202 and 0.342, respectively). The
organ donation decision is again found to be uncommon
among the oldest age group (—0.456). Interestingly, the
empirical results show that population density does not
impact the organ donation decision (0.000). In addition, the
interaction term between the urban area and population den-
sity is statistically insignificant at the significance level of
0.10 (0.000). This implies that physical closeness in terms
of physical distance in urban areas does not ensure a higher
organ donation rate.

Model 3. To examine the underlying determinant of the
neighbor effect documented in model 1, we incorporate the
percentage of poor individuals in the area, characterizing
the neighborhood, into the main effects model. Based on
the specification of this model, the intercept term is esti-
mated to be —0.610, which denotes the intrinsic preference
toward organ donation refusal. Analogous to the earlier
findings, males are more likely to donate their organs
(0.191). Education is found to have a profound influence
on the organ donation decision (0.336). The 60+ years old
group remains the only group that is less likely to donate
their organs compared to the 18 to 29 years old group
(—0.481). Astonishingly, the main effect of urban area
becomes statistically insignificant at the significance level
of 0.10. In contrast, the proportion of poor persons in the
area is estimated to be significant and negative (—0.012).
The implications of these results are 2-fold. First, the impact
of social influence on the organ donation decision is evi-
dent. More importantly, the percentage of poor persons in
the area fully mediates the effect of urbanism. The under-
lying reason for the higher organ donation rate in urban
areas is mainly the favorable social influence exerted by
neighbors with higher socioeconomic statuses. In other
words, an individual is more likely to be willing to donate
his organs if others residing in the same area are well off
financially. To compare the magnitude of the impacts
among the significant variables (percentage of poor persons,
gender, and education level), we reestimate model 3 using
standardized values. The results show that the education
level is the most important factor in the organ donation
decision (0.517), followed by gender (—0.191) and the per-
centage of poor persons in the area (—0.098).

Model Comparison. To assess the goodness of fit, we employ 3
distinct measures: log likelihood, Akaike information criterion
(AIC), and Bayesian information criterion (B/C). Akaike

information criterion is developed by Hirotugu Akaike
(1974) and is defined by:

AIC = 2k — 2log LL. (2)

Bayesian information criterion (Schwarz, 1978), on the
other hand, can be written as:

BIC = —2log LL + k log n, (3)

where & denotes the number of parameters in the statistical
model, LL represents the maximized value of the likelihood
function for the estimated model, and » denotes the number of
observations. These information criteria account for the trade-
off between the goodness of fit and the complexity of the
model. The model with lowest values of these criteria is the
best model. Log likelihood is calculated to be —1822, —1822,
and —1729 for models 1, 2, and 3, respectively. Akaike infor-
mation criterion is calculated to be 3661 for the model 1, 3664
for model 2, and 3478 for model 3. Bayesian information cri-
terion is calculated to be 3708 for the model 1 and 3723 for
model 2. For the last model, BIC is found to be 3537. Model 3
is the best model because it has smallest AIC and BIC.

Conclusion

The aging population results in fewer donors and the deterior-
ating quality of organs when they are donated. Regardless of
numerous efforts to increase the organ supply to meet the
demand of patients on the wait-list, the dire situation has not
significantly improved. Since most social science literature
usually ignores the significance of social factors on human
behaviors and decision-making processes, this article calls into
question this common practice. The significance of social
influences has been acknowledged in the field of marketing.
For instance, network-based marketing has been widely imple-
mented with substantial results. These strategies are often
known as word-of-mouth marketing, diffusion of innovation,
buzz marketing, and viral marketing. For example, firms may
encourage consumers to write product reviews and recommen-
dations on their websites.>'"*® Unfortunately, altruism cam-
paign implementers often ignore interpersonal connections.

In this article, we investigated how sociodemographics and
urbanization impacted organ donation decisions. More impor-
tantly, we questioned the existence of the neighbor effect on the
probability to sign an organ donor card. We find that consumers
are more likely to refuse to donate their organs on average.
Nonetheless, sociodemographics play an important role in
determining the traits of donors. The results specifically con-
firm that males are more likely to donate compared to their
female counterparts. In addition, the results illustrate the ben-
efit of education on the likeliness to donate. Therefore, policy-
makers must be aware that raising education levels not only
improves citizens’ well-being but also their tendency to exhibit
an altruistic act toward others.

Many studies have recognized the power of the social influ-
ence. For example, the National Center for Environment Health
of the Centers for Disease Control and Prevention requested that
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land use planning should consider the effects on public health.?*
Noonan et al?® found that belonging to a neighborhood was
associated with prosocial behaviors. Lenzi et al*® showed that
neighborhood behavioral opportunities and social resources
resulted in prosocial behavior in early adolescence. Furthermore,
Ladin et al*’ claimed that community-level factors, such as
social capital, are key determinants in organ donation consent.
This article contributes to the literature and to practitioners
by documenting the importance of the neighbor effect on organ
donation decisions. In particular, we find that physical close-
ness does not necessarily result in altruistic actions. More
importantly, we elucidate how residing in an area where neigh-
bors possess higher socioeconomic statuses exerts a positive
influence on individuals with regard to organ donation. These
findings raise the implications of organ procurement programs
on urban planning committees. That is, urban planning can help
increase organ donation consents in the society by enhancing
the overall neighborhood socioeconomic status as opposed to
encouraging people to live in close proximity to one another.
This article, however, is not without limitation. Although
the survey data employed by this study were administered to
households across Thailand to ensure representativeness, the
data were collected in 2004. It must be noted that there has been
no structural change in the organ procurement service system
in Thailand since 2004. The statistics on organ shortage and the
sociodemographics of those living in urban versus rural areas
have not changed much either. In particular, approximately
only 4% of patients who are waiting for a transplant actually
receive a transplant each year, from 2006 to 2016. In 2006,
those living in urban areas earn on average 26 948 baht a
month, but those living in rural area have an average income
of 13 552 baht per month. This disparity has not vanished after
a decade. The average household income of people living in
urban areas was 32 350 baht compared to 21 994 baht for those
living in rural areas in 2016. Therefore, the 2004 data are
relevant in the current Thailand organ donation context.
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Abstract You are what you eat. Food choices have been found to have effects on people and their diseases. Given
plain taste, healthy food choices are less popular. This study aimed to investigate relevant factors of healthy food-
choice decisions among healthy and unhealthy consumers. We examined the impact of awareness of health
conditions (illness knowledge) and sociodemographics on food-consumption behavior using logistic regression
models. Empirical results showed that consumers place taste as the key determinant when making food-consumption
decisions. Men are more inclined towards unhealthy food choices than women. Ageing helps sway consumers to eat
more plain food. Iliness knowledge influences consumer preferences towards a healthier option, the plain taste food.
However, illness knowledge has less influence on educated consumers and older consumers who exhibit strong
fixation on tasty food preference. Education helps consumers form healthy food preferences rather than alters
existing preferences towards healthy food choices. In promoting healthy food choices, awareness of health status
becomes a vital factor. Health checkup campaign is therefore encouraged, supporting consumers to wisely consider
healthier food choices.
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1. Introduction

Population ageing is evident in virtually every country
in the world. According to the United Nations, the number
of people in the world aged 60 years or over is estimated
to grow from 901 million in 2015 to 1.4 billion in 2030.
Specifically in Asia, the ageing population is projected to
grow by 66% in the next 15 years [1]. This phenomenon is
due to advancements in public health and medical
technologies, coupled with reductions in birth rates.
Although lower fertility and mortality rates are results of
successes in terms of economic and social development,
the adverse effects of population ageing require careful
attention. For instance, when the number of older persons
increases much faster than the number of population in the
working ages, governments are challenged by the financial
sustainability of pension systems. In addition, this
demographic shift places a dire burden on health care
providers as an ageing population is associated with non-
communicable diseases and chronic conditions [2].

In the Asia-Pacific region, cardiovascular disease has
been reported to be a major cause of death [3]. A large
stream of literatures, therefore, attempt to investigate the
roles of nutrition on the population’s health to promote
citizens’ health [3-12]. For instance, a study on Japanese
populations associates intakes of fish, soy, seaweed, and
green vegetables with the longevity of Okinawans.

Another research conducted in Myanmar and Korea
demonstrated a relationship between salt consumption and
hypertension [5,9]. Apart from these findings, sugar, oil,
and carbohydrates are among the commonly known
unhealthy foods [13]. In particular, sugar has been claimed
to drive insulin resistance in the body which, in turn,
becomes an underlying cause of type 2 diabetes and heart
disease [14,15,16]. In sum, consumption of food with
plain taste can be considered to be healthier than its
counterparts.

With the established relationship between food and
health, researchers aim to identify determinants of
consumers’ food choices [17,18,19,20,21,22]. A study
conducted in the United States concludes that taste is the
most important factor when consumers make food choices,
whereas cost stands as the secondary determinant. In
addition, demographics and lifestyles are also found to be
influencers when consumers make food-consumption
decisions [18]. On the other hand, nutrition knowledge has
also been argued to impact consumers’ food behavior [19].
This notion supports the enforcements of nutrition
labeling laws. As of 2016, the back-of-pack (BOP)
nutrition labeling is mandatory in many countries around
the world including several in the Asia-Pacific, such as
Hong Kong, China, Japan, South Korea, Malaysia,
Taiwan, Thailand, Philippines, Indonesia, Australia, and
New Zealand [23]. Yet, the health situation in most
countries remains unimproved. Though this may suggest
that knowledge is not capable of malleating consumers’
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food preference, this paper would like to test whether
knowledge of being ill will encourage healthy food
choices. More specifically, we aim to answer the
following research questions:
1. Will consumers change their food behavior if they
are aware that they have a chronic disease?
2. Do sociodemographic variables play a role on
consumers’ food behavior?
3. Does the impact of knowledge of being ill vary by
sociodemographic variables?

2. Methods

2.1. Data

To answer the above questions, the study used publicly
available data on health and wellness survey in Thailand
to estimate logistic regression models. The data were from
the National Statistical Office of Thailand (TNSO). In
March 2013, the survey was conducted by the TNSO
among 63,277 households located across Thailand,
focusing on their preferences of main dish taste as well as
health status. In addition, the data also contained detailed
sociodemographic information such as age, gender, and
education. We removed observations where responses
were incomplete. Consequently, the final dataset consisted
of responses from 63,181 households.

Table 1. Characteristics of Respondents

Household Demographics (n = 63,277)

Education
No education 5.8%
Pre-primary school 23.8%
Primary school 32.8%
Junior high 13.8%
Traditional high school 8.5%
Vocational high school 2.7%
Vocational 3.3%
College 8.1%
Graduate School 1.1%
Gender
Male 47.2%
Female 52.8%
With chronic disease
Yes 20.4%
No 79.6%
Age
Mean 40.4
Standard deviation 20.3
Minimum 6.0
Maximum 98.0

To determine potential factors influencing individuals
to choose plain food, we operationalized variables used in

the analysis, as follows. In the survey, individuals were
asked: “In general, what is the taste of your main dishes?”
Possible responses include plain, sweet, salty, sour, and
others. Therefore, the dependent variable, plain, takes on
the value of 1 if the answer was ‘plain’, and 0 otherwise.
The focal independent variable, illness knowledge, which
proxies for awareness of being ill was measured by the
question: “Do you have a chronic disease?” If an
individual i is aware that s/he has a chronic disease, the
dummy variable, D;, takes on the value of 1, and O
otherwise.

Demographic variables include gender, age, and
education. Gender is denoted by Gender € {1 = man, 0 =
woman). Age is incorporated into the model as a ratio
scale. Education reflects an individual’s highest level of
education attained. It takes the following values:
Education € {1 = no education, 2 = pre-primary school,
3 = primary school, 4 = junior high, 5 = traditional high
school, 6 = vocational high school, 7 = vocational school,
8 = undergraduate school, and 9 = graduate school}. The
detailed characteristics of the respondents are given in
Table 1.

2.2. Logistic Regression Model

To investigate the relationship between health status
knowledge and food-consumption behavior, logistic
regression models were estimated. Logistic regression
analysis is often used when the dependent variable is a
discrete response [24,25,26,27,28,29]. Let m; be the
response probability that an individual i regularly
consumes plain food as main dishes. The log-odd of the
logistic regression model can be written as:

il

logit(7; ) = Iog[1 ]: a+ BD; +5Z; +yDiZ; + & (1)

iy

o is an intercept term representing intrinsic log-odd of
preferring plain food rather than food which are
predominantly sweet, salty, spicy, or sour. Therefore, if
the intercept term is estimated to be positive, one could
infer that individuals prefer plain food on average. g is a
parameter capturing the effect of illness knowledge (D).
& is a vector of demographic parameters ( Z ) that include
gender, age, and education. y is a vector of parameters
that account for interaction effects between demographic
(2) variables and illness knowledge (D) dummy. Assume
a random error term ¢; to follow binomial distribution,
which is independent. This renders a logistic regression
model.

IBM SPSS Statistics version 21 was used both to
provide descriptive statistics and to conduct logistic
regression analyses.

3. Results

3.1. Descriptive Statistics

Initially, descriptive statistics are calculated to observe
the impact of each independent variable on food-taste
preference. Overall, approximately only 44.7% of
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respondents prefer plain food when it comes to the taste of
their main course. It is also evident that a majority of those
with no education and those who attended only pre-
primary school prefer plain food (56.6% and 55.2%,
respectively). Except for respondents with a graduate
degree, educated individuals generally prefer tasty food in
comparison to their counterparts (primary school: 43.4%,
junior high 33.0%, traditional high school 35.1%,
vocational high school: 33.9%, vocational 38.7%, and
college: 45.8%). In terms of gender, descriptive statistics
suggests that 47.5% of women prefer a healthier option
(47.5%), whereas only 41.6% of men choose plain as the
taste of their main dish. According to the results, roughly
60.7% of individuals who are aware that they have a
chronic disease consume mainly plain food. On the other
hand, a majority of those without the knowledge that they
are chronically ill prefer tasty options (59.4%).

3.2. Logistic Regression Analysis

3.2.2. Model 2

To allow for variations in impacts of illness knowledge
across segments, Model 1 is extended to contain
interaction terms between illness knowledge and
sociodemographics. The detailed results are in Table 3.
Estimating parameters in Model 2 reveal the fact that
individuals, in general, dislike food with plain taste. This
is evident as the intercept term is found to be negative and
statistically significant at the a = 0.05 level (-1.088).
Similar to previous findings, the men segment exhibits
greater preference towards tasty food (-0.150). On the
other hand, age is found to have a positive and statistically
significant relationship with preference towards food with
plain taste (0.026). Education is shown to have a marginal
but positive impact on taste preference. More specifically,
educated individuals have a slight preference towards
plain food in comparison to their uneducated counterparts
(0.017).

Table 2. Summary Statistics

3.2.1. Model 1 %
The main objective of the first logistic regression model ~ Attribute Range Plain  Other n
is to determine the main effect of |IIness_ knowledge on Overall 12.7% 55.3% 63277
food -taste preference. In this model, sociodemographics )
are included in the model as control variables. The  Education
detailed results are shown in Table 3. The intercept is No education 56.6% 43.4% 3,652
estimated to be statistically insignificant at the « = 0.05 Pre-primary school 55.2% 44.8% 15,033
level (0.177), which suggests that respondents do not Primary school 43.4% 56.6% 20,781
possess a native preference towards food taste. Junior high 33.0% 67.0% 8,741
Surprisingly, resu_lts s_how that |nd|V|dugIs who know that Traditional high school  35.1% 64.9% 5355
they have a chronic disease do not refrain from consuming Vocational hiah school  33.9% 66.19¢ 1 697
tasty food. This is based on the fact that the parameter ocationat high schoo o S
estimate for illness knowledge is negative and statistically Vocational 387%  613% 2,087
significant at the a = 0.05 level (-0.559). Variations in College 45.8% 542% 5113
food-taste preference are also observed across individuals Graduate School 51.5% 48.5% 722
belonging to different sociodemographic segments. Men Gender
dIS|I|f[e plaltn fcIJ\zd (-0.190) mfcomparltson tc()j the:r_wofmag Male 41.6% 58.4% 29,869
counterparts. Moreover, preference towards plain foo Female 47 5% 625%  33.408
tends to be more prominent as people become older. i o
Interestingly, education level and preference for plain food ~ VVith chronic disease
are found to be inversely correlated (-0.064). This Yes 60.7% 39.3% 12,909
demonstrates that education is ineffective in encouraging No 40.6% 59.4% 50,368
healthy choices.
Table 3. Parameter Estimates, Standard Errors, and T-Statistic
Model 1 Model 2

Parameters - -

Estimate Std. Err. Wald c2 Estimate Std. Err. Wald c2
Intercept 0.177 0.360 24.81 -1.088 0.084 168.25
Education -0.064 0.004 222.27 0.017 0.011 2.59
Female 0 N/A N/A 0 N/A N/A
Male -0.190 0.016 133.82 -0.150 0.038 15.66
Age 0.009 0.000 133.82 0.026 0.001 515.44
lliness knowledge -0.559 0.023 612.45 0.865 0.088 95.66
Iliness knowledge*Education -0.092 0.012 62.680
Iliness knowledge*Male -0.056 0.042 1.770
IlIness knowledge*Age -0.020 0.001 256.71

Note: Significant coefficients at alpha = 0.05 are in boldface and significant coefficients at alpha = 0.10 are underlined.
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In contrast to the results of Model 1, parameter estimate
for illness knowledge is statistically significant and
positive (0.865). This suggests that individuals who are
aware that they have a chronic disease will more likely
consume main dishes with plain taste. This, however, is
not always true. For educated individuals, illness
knowledge has a less profound effect (-0.092). Moreover,
older segments with illness knowledge also consume less
plain food on average (-0.020). These results confirm that
sociodemographic variables significantly have a moderate
impact of illness knowledge on food-taste preference.

4. Discussion

In line with extant researches, we find that consumers place
taste as the key determinant when making food-consumption
decisions. This is evident from the estimated intrinsic parameter
in the final model. In addition, sociodemographic variables
play an important role on food behavior. In comparison to
women, men are more susceptible to unhealthy food
choices. Fortunately, as consumers get older, they will
eventually consume more plain food. More interestingly,
knowledge of being ill influences consumers to shift their
preference towards a healthier option — food with plain
taste. This implies that governments should encourage its
citizens to get health check-ups regularly so that they will
know of their detrimental health status. However, it is
important to note that different segments are not equally
affected by illness knowledge. Contrary to common
conjectures, educated consumers who know that they are
ill will continue to consume tasty food in comparison to
their uneducated counterparts. This finding calls into
question the effectiveness of marketing programs that
focus on the benefits of consuming plain food. This also
holds for consumers who belong to the older segment.
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Introduction of an Investment Model
to Prepare for Superaged Era in Thailand

Abstract

The goal of this work is to introduce a new investment model to prepare for the Superaged era in
Thailand. Our proposed model, “Superaged era Funding System” (SFS), makes use of Thais' retirement
savings, by efficiently allocating the funds towards student loans and businesses via mutual fund system
and crowdfunding system. The qualified recipients for the student loans are the very smart but poor
students. Funded businesses will help increase the return of investment and offer employment
opportunities for future skilled labor force. In order to reduce risk and insure sustainability: the
screening process for qualified students must be strict and the businesses portfolio must be diversified.
Our model includes three studies: student loan default, project selection, and resource allocation. Each
part is defined with the goal to insure sustainability and optimality for the whole system.

Keywords: superaged; skilled labor; student loan; higher education; retirement savings; crowdfunding

1. Introduction

1.1. Demographic Disruption

A demographic dividend is defined as the economic benefits that arise during a demographic
transition (Wongboonsin and Guest 2005). During this transition, a society has the highest proportion of
labor force age, with a low proportion of dependents. Thailand entered the demographic dividend
window of opportunity since 2009. This window of opportunity is expected to last until 2025. The labor
force population (age between 15 and 59 years old), was 67% in Thailand in 2009, but is continuously
decreasing since 2010. Meanwhile, the elderly population (age 60+ years old) is continuously increasing.
The 60+ age group will exceed 25% of the total population in 2030, and exceed 30% in 2040. Thailand is
an aging society which will enter the Superaged era, where the elderly make up a large proportion of the
population, by 2040. Thailand’s demographic data underscore a demographic shift with an increase in
elderly population, decrease in labor force population, and decrease in fertility rate. This will result in an
increasing number of dependents per household during the Superaged era.

Thailand has a low unemployment rate however Thai employees are underpaid. The low wages are
not sufficient to cover the expenses of the increasing number of dependents. Also, many very smart but
poor students cannot afford to go for higher education, so they start working to earn money faster.
Economic hardship causes Thai families to have less children and yet many of them do not have enough
fund to attend schools, yielding low enrollments in many schools. The combined micro-level problems
translate to the following three macro-level serious demographic/economic problems.



1) Not enough new generation to support aging population
2) New generation tend to become low-skilled workers
3) Education institutions do not have enough funding to improve and sustain

This vicious circle leads to poorer education quality and lower skilled workers, in both quantity and
quality aspects. Keyong (2016) provides good summary of several methods and measures many
countries using to reduce the problems, for example, postpone retirement age, increase investment in
human capital, raise labor productivity, encourage childbirth directly and reduce the economy burden of
raising children, absorb international migration, reform the pension system, reduce the spending of
health care, and construct the long-term care insurance system. While some of these measures are for
impact reduction, the solution measures that attack the root-cause of the problems are increase
investment in human capital, raise labor productivity, and encourage childbirth directly and reduce the
economy burden of raising children. Some countries have tried or plan to boost fertility directly by
providing monetary incentive for having children (Bloomberg 2018 and Ho 2018). The results are not
quite successful (The Straits Times 2009). It is, however, important to put more focus on boosting quality
than boosting quantity of workers in this robotic age, as robots are most substitutable with middle-aged
workers (Acemoglu and Restrepo 2018). Harris et. al. (2018) project that automation will eliminate up to
25% of US jobs by 2030, hitting middle- to low-income workers the hardest. Lund et. al. (2017) project
that technology will replace as many as 800 million workers worldwide by 2030, including emerging and
developing countries.

As a result, to help reverse this vicious circle, one effective method is to boost skills of workers by
increase education scholarships and loans for smart but poor students. Not only they will improve
education opportunities for potential skilled labor, but they will also improve school enrollments and
quality of the new students; hence improving the education system. Moreover, the scholarships and
loans help reduce partly financial burden of the parents so they can have more children, e.g. boosting
fertility.

To prepare for Thailand Superaged era in 2040, we propose a system that makes use of Thailand
retirement saving to improve both numbers and quality of labor in that era. Critical initiatives must be
undertaken to improve money saving for retirement and improve access to higher education, in
particular for the very smart but poor students.

Thailand has three pillars for retirement saving: Social Security fund, government and national
pension funds, and provident and retirement mutual funds. These gigantic funds are invested in
domestic and international capital markets. They do not fund directly into Thai education. Our proposed
investment vehicle, called “Superaged era Funding System” (SFS), will help prepare Thailand for the
coming Superaged era. Our new investment vehicle makes use of Thai retirement savings, by allocating
the funds towards the student loans and selected businesses, from mutual funds and crowdfunding
channels. The qualified recipients for the student loans are the very smart but poor students. The
selected businesses will help increase the return of investment and offer employment opportunities for
the future skilled labor force. In order to reduce risk and insure sustainability: the screening process for
the qualified students will be strict, and the businesses portfolio will be diversified. The investors are
workers, retirees, institutions, etc. SFS is designed to be safe, reliable, performant and creates values for
the Thai Superaged society.

1.2. Reducing Student Loan Default

Based on our literature review on the Thai and US student loan systems, we find that there is a
high risk of student loan default. This is true for both Thailand and the US.



Thai Student Loan Default

Recent studies (Tirasriwat 2015) indicate that the root causes for student loan default in
Thailand include unethical behaviors of both loan recipients and lenders, lack of database and lack of
efficient operations. In addition to these, the economic factors are not favorable due the low wages
employment and low skilled labor force. Another study (Savatsomboon 2004) indicate that many
students provide false information to qualify for the student loans, such as lowering their parents’
income. This indicates that a very strict screening process must be put in place to check the veracity of
the input data. Moreover, previous student loans failed because there was not enough fund to cover the
tuition and expenses for the whole period of study.

US Student Loan Default

The student loan default in US is also very high. Recent reports on US Student debt (TICAS, 2015)
indicate that 69% of college seniors from nonprofit college had student loan debt, in 2013 and 2014.
These debtors owed an average of $28,400 in 2013, and $28,950 in 2014. About 17% of the student loan
default was from private loans, which have fewer consumer protections and repayment options and are
typically more costly than federal loans. In 2016, the US student loan debt exceeds $1.3 trillion, growing
$2,726 every second. Furthermore, 43% of the roughly 22 million American with federal student loans
are in default, delinquent or in postponement (Berman 2016).

We investigate the possible root causes of student loan default. Recent studies (Looney and Yannelis
2015) indicate that students from for-profit schools have highest risk of default, drop-outs, and
underemployment. They usually have very low salary. They obtained their loan too easily: not screened
properly, no credit check, no co-signers. Most borrowers at 4-year public and private non-profit schools
have low default rates, good earnings, and steady employment rates. In the past years, the US
government takes measures to face this issue by increasing scrutiny on the for-profit schools: the
number of new borrowers for for-profit school fell by 44% from 2010 to 2014 and the number of new
borrowers for community colleges fell by 19% from 2010 to 2014. Wessel (2015) found that fewer
borrowers at these schools and better economy will eventually reduce default rate. Other reasons from
various articles include:

e College tuitions increase, but middle-class workers' wages have stagnated over last 30 years

(Berman 2016)

e Student dropped out of school, has low grades, is underemployed (Mitchell 2016)

e Student studied a major where there are no job opportunities

e Student forgot to pay back loan due to the lack of effective follow up (Federal Student Aid 2018)

e Student loan is regarded as lower priority. Student prefers to pay mortgage, car loan,

dependents, etc. (Mitchell 2016)
e Student does not understand the system, does not know where to pay, does not understand the
serious consequences of loan default (CFPB 2016)

e Loan services are not helping or lost contact, due to lack of staff and support (CFPB 2016)

e Student does not want to pay loan due to bad ethics (CFPB 2016)

e Student is sick or has to take care of their dependents (Mitchell 2016)

e There is miscalculation in the loan term, technical error in the system (CFPB 2016)

We also investigate from the US students’ point of view on the possible root cause of student
loan default. From Consumer Financial Protection Bureau (2016), the types of student loans complaints
reported by consumers is composed of: 62% dealing with lender or servicer, 33% can’t repay loan, 5%
getting loan. This indicates that there is a need to improve the loan services.


https://ticas.org/sites/default/files/pub_files/classof2014.pdf

Based on the above analysis of past problems, in order to make our model efficient, effective,
and sustainable, we will focus on implement strict screening process to accept only qualified students
with strong academic potential, setup user-friendly website, make use of big data, training, and
monitoring tools, and employ dedicated and trained staffs.

1.3. Risk diversification by Crowdfunding

Due to the risk of student loan default, other alternatives to raising fund are evaluated in order
to diversify and sustain SFS. We propose the use of crowdfunding platforms, i.e. Equity crowdfunding
and Debt crowdfunding, to help diversify the risk. Some examples of crowdfunding platforms which
focus on student loans and are donation-based (Simonds 2016) are: GoFundMe, Generosity and
Youcaring. Some examples of crowdfunding platforms which focus on student loans are listed on
Wikipedia Comparison of Crowdfunding Services (2018a) and O'Connell (2015), such as GoFundMe,
CommonBond, Upstart, and SoFi.

1.4. Utilization of knowledge and skills of retirees

Many senior citizens after their retirement age are still very healthy with vast experiences,
knowledge, and capabilities. Many of them also have saving for their retirements. In many aspects, to
start a new business, these senior people are better equipped than many young people. However, the
main obstacle for them is business risk. Their saving must be saved for their living expenses and
healthcare for the rest of their lives. Therefore, the knowledge and skills of these seniors are not put to
good use and will die down eventually.

To remove/reduce the business risk is to diversify it. Our SFS system provides investment pools
that any potential entrepreneurs including qualified seniors can propose their idea and show potentials
of their business models. If fund managers or individual investors see the potential, they will then
provide fund to invest in the new businesses/projects. By having many of the businesses/projects in the
pool, the business risk will be diversified away. The seniors who operate the funded business will be able
to utilize their knowledge and skills and share the profit if the business is successful. Most importantly,
their retirement saving will not be lost in case of business failure.

1.5. Problems addressed by Superaged era Funding System
To the best of our knowledge, our proposed Superaged era Funding System (SFS) is the first one
in Thailand and probably the world. It helps solve the following problems:
e Lack of workers in coming years. Thailand does not have enough workers to support the aging
population.
e Some very smart but poor students lack opportunity to study and become skilled labor.
e Thailand is losing attractiveness for foreign/local investors. Lack of job opportunities.
e Current student loan programs are losing money. They are not sustainable.

2. Superaged era Funding System

Superaged era Funding System (SFS), shown in Figure 1, involves 3 types of entities: Government

SFS entity, multiple mutual fund entities, and multiple crowdfunding entities.
e The Government SFS entity will take care of the students’ enrolment process, student database,
student loan, and set policies and regulations for the mutual funds and crowdfunding entities. These

4



policies include: yearly report of financial data, incentives on the types of industry to invest, and use
of student database.

e The mutual funds will be managed by professional asset management managers who will work as
agents for the investors. The mutual fund managers will help select the best students and
business/projects to be funded. The mutual funds are recommended for the investors who do not
have finance knowledge and need help in selecting the best investment portfolio. This is generally
the case for most people.

o The crowdfunding entities will allow the finance savvy investors to select themselves the students
and businesses/projects to be funded. There are 2 types of crowdfunding platforms: one for student
loans and one for businesses/projects.
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Fig. 1. Structure of Superaged era Funding System
Superaged era Funding System provides services to the following three types of users.

e Investors are workers, retirees, institutions, and government units. The investors can fund packages
of student loans or businesses portfolio, via mutual funds or via crowdfunding platforms. If the
investors do not have knowledge of finance, they can invest in mutual funds where the mutual fund
managers will help select the best students and projects to be funded. If the investors prefer to
choose themselves the packages of student loans or businesses portfolio, they can invest via
crowdfunding platforms.

e Qualified students can apply for a student loan at a university recommended by SFS. The
Government SFS entity will review, interview the student, and if approved, will enter the student
info in the student database. The student’s tuition will be paid to the university directly each year if
the student maintains acceptable grades. Once the student graduates, he/she may possibly work for
one of the companies funded by SFS or other companies and start the loan repayment. The
Government SFS entity will follow up with the student during the loan funding and repayment



period. The repayment can be done by paying back to SFS, or the government can deduct directly
from income tax via his/her paychecks.

e Selected businesses can receive an initial fund from the mutual funds or the crowdfunding
platforms, and will repay back each year. The mutual funds or the crowdfunding entities will
distribute the proceeds back to the investors.

Since most student loans are not efficient, nor sustainable, we recommend a stricter screening
process. The Government SFS entity takes care of screening the students and makes sure that the
targeted loan recipients are qualified: very smart but poor students. The students must be informed and
properly followed by staff. Central database to collect student profiles and their default behavioral data
will be implemented to conduct big data analysis to identify which student profiles yield low default
rates. Then loan borrowing rate for each profile can be adjusted accordingly to better reflect its default
risk.

Some student loan programs failed because there was not enough fund to cover both tuition
and expenses for the whole 4-year of study. The failure can be avoided by verifying the student's
financial need and providing enough support.

To increase skilled human capital, in both quantity and quality aspects, the loan will reduce the
students’ parents’ financial burden and thus increase fertility. More students will have opportunity to
study up to their potential and find higher paid jobs. This will reduce the financial burden on students’
own families and also increase fertility. Furthermore, with new funding channel for qualified senior
people to start their own businesses, their skilled and experiences will be put to good use.

To increase job opportunities, SFS provide funding to new businesses with high potential.
Moreover, the new young skilled labor will use new technology which will push the economy forward
and increase the technology competency of the workforce. This will attract more businesses and new
investors from around the World.

To avoid a lack of consolidated database, the Government SFS entity has to manage the student
database, which contains the data of the qualified students who were thoroughly screened. The mutual
funds and crowdfunding entities can select these qualified students from the student database. The
businesses can also hire these high-skilled students. The database will increase as more students enroll
and keep track of the future labor force (which later can also be used for tax purposes).

The mutual fund managers will compete with each other to get best returns, or at least to be
sustainable. Since they must report their financial data on a yearly basis, this will help monitor the
performance of the entities. If a mutual fund is under-performed then actions will be taken to improve
its performance, or the fund will be terminated. This will insure sustainability of the whole system. The
summary of how SFS can help address the problems are listed in Table 1.

Table 1
Summary of the problems and how Superaged era Funding System can help address them.

How Superaged era Funding System

Problem will address the problem Results
e  Strict screening process and building efficient student loan
Student Loan not system Efficient and
efficient e  Stability of database insured by Government SFS entity sustainable
and not e Multi-year cash flow model requires yearly positive cash flow student loan
sustainable and positive Net Present Value, and satisfies supply-demand system
constraints
Lack of skilled e Create new highly skilled human capital from the strict screening Create value:




human capital process highly skilled
e Create opportunities for very good but poor students to study human capital
offering student loans

Create value: job

Lack of job e Create new job opportunities by selecting businesses from the L
i, . . L . opportunities and
opportunities recommended industries by the Thai Ministry of Finance economic growth
lack of

Consolidated
e Build consolidated database, and efficient system database and
efficient system

consolidated
database and
efficient system

e Stability of database insured by Government SFS entity

Low e  Best returns due the competitiveness between mutual funds Performant
performance and and crowdfunding entities system,
risky investment e Due to the large number of selected students and businesses, with lower risk

the investment portfolio risk is reduced

Advantages of the Superaged era Funding System (SFS):

SFS is designed to be safe, reliable and sustainable. SFS create values, which are offering an
opportunity for the very smart by poor students to study, creating highly skilled human capital, creating
job opportunities, supporting economic growth and advance technology. SFS will allow investors to get a
return on their investment, at lower risk.

Our model allows the investors (retirees who invested their retirement savings or crowdfunding
investors) to get a return on their investment. Our model contains several sub-models. Each sub-model
is defined with the goal to insure sustainability and optimization for the whole system. The sub-models
are described below:

1. Student Loan Default sub-model: to quantify the risk of student loan default. This includes
defining a strict screening process for the student loans. The student data is saved into the
student database. The model will aim to select the student loans with the lowest default risk,
and thus with the maximum return (student repayment).

2. Project Selection sub-model: to quantify the profits and risks of the businesses. This includes
defining a strict selection process for the businesses. The business data is saved into the
business database. The model will aim to select the businesses with the maximum return.

3. Resource Allocation sub-model: to allocate the funds for the students’ loans and businesses, in
such a way that we can maximize the investment returns with limited risk. We use the big data
from the student database and the business database. The source of SFS fund includes the
retirement savings and crowdfunding investment. SFS fund will be allocated into the student
fund and business fund. The return of the investment will be distributed back to the investors.

3. Model and Implementation

The biggest challenge for SFS is to develop a student loan program, which is normally
problematic to most countries around the world, into something that is profitable to investors. The key
factors to make the program successful are to be able to statistically accurately assess and quantify
default risk and put in place appropriate measures and actions to minimize and manage the risk.



3.1.Improving Assessment of Default Risk using State-of-the-Art Predicting Tools

To properly quantify student loan default risk, we need a centralized database that contains
data about all the student profiles. The goal is to find a pattern and rules to categorize the level of risk
for each student loan. In the following paragraphs, we describe the student profile, uncertainties and
the decision tree model used to obtain the set of rules.

/ All students

Profile 1 ~, Model Set of Rules
Profile 2 :
\ Goal: Find Pattern, Rules to If... then Risky </

If ... then Ok
Student Profile

-2
d ... and if... then Risky \A
Profil Use: Database of all student If... and if... then Ok
Database rofiien ErE .
PRO:
\ / Accurate rules in the

long term

CON:

Need to build database,
historical data

______ > categorize as Risky or Ok. >

coooo
H =

Fig 2. Big data mining process of students' profiles

In the student profile database, the data will be collected via online application website and
interviews that are part of the screening process. Figure 2 shows how this big data will be used to learn
patterns to identify the optimum criteria for best candidates and flag high-risk of default. Some
examples of the data field to collect are as follow:

e Demographic: age, gender, income, marital status, number of dependents, is a dependent, etc.
e Geographic: location, school information, etc.
e Psychographic: lifestyle, ethics, etc.
Behavioral: credit history, knowledge of benefits and loan repayment, etc.
Student performance: grades, found qualified job within 1 year
Satisfaction: student’s satisfaction level, suggestions for improvement (robustness, ease of use)
e Loan agreement: loan rate, interest payment, repayment schedule
e Loan status and performance

Moreover, external and internal factors that can impact students’ ability to pay back their loan
should also be collected and analyzed, as shown in Figure 3. Many of the factors are uncertain. Each
uncertainty has an outcome. The outcome could be positive or negative. Some of the model’s
uncertainties are listed in Table 2.



1a. Political instability
1b. Exchange rate

2a. Economy: job opportunities

6. Legal: -Job ¢
2b. SFS sustainability

lawful presence, delinquency

Student’s ability

to pay back loan

5. Environment:
Health, dependents care

3a. Social, Ethical behavior
3b. Confidence in SFS

4a. SFS technology
4b. SFS staff skills
4c. Student skills and awareness

Fig 3. Analysis of external and internal factors impacting student’s ability to pay

Table 2
Uncertain events, outcomes with comments

Uncertain Event Outcomes Comment
1a. Political instability Peaceful / Unstable
1b. Exchange rate Profit / Loss
2a. Economy: job opportunity Plentiful / Lack Lack = no or low paid job
2b. SFS sustainability Sustainable / Unsustainable
3a. Social, ethical behavior Good ethics / Lack
3b. Confidence in SFS High / Low
4a. SFS technology Reliable / Unreliable Technology reliability
4b. SFS staff skills Efficient / Lack
4c. Student skills and awareness Good skills / Lack Student unaware or forgot
5. Environment: health, dependent care Healthy / Issue Student or relatives
6. Legal: lawful presence Lawful / lllegal

For example, for the factors 4a and 4b:
e To reduce the uncertainty of event 4a: SFS technology (Reliable / Unreliable), we recommend
that SFS Software system must be reliable and efficient.
e To reduce the uncertainty of event 4b: SFS staff skills (Efficient / Lack), we recommend that SFS
staff must be dedicated and trained.

Our model uses Decision Tree Learning approach (Wikipedia 2018b) to quantify the student loan
default risk. We develop our model using Bayes’ rules. We calculate the expected value of default risk
using decision tree and probability of occurrence of the uncertain events. This gives an initial estimate of



default risk. To gain accuracy, we further investigate and experiment with another approach using
decision tree learning, which is based on machine learning algorithm and the use of big data.

Our model’s input is the student profiles database and the output is a set of decision rules to detect
the risk level of loan default. We use decision tree classification with information gain (Wikipedia
2018b). Our model will gain in accuracy in the long run because we get more and more data which we
will use to improve the decision rules. From our decision tree, we can identify the classification rules to
classify the student loan risk level depending on the student profile. See details for this approach in
Appendix.

After implementing the state-of-the-art model to quantify student loan default risk, the next step is
to reduce and manage the risk.

3.2.Reducing Default Risk via Screening Process

The screening process must be strict. Table 3 shows the must-do for students and the must-do for
SFS, and the risk mitigation. The must-do will help reduce the model uncertainties listed in Table 2.

Table 3
Must-do for student, must-do for SFS and risk mitigation.

Must-Do for Student Must-Do for SFS Mitigate Risk

Take training t derstand

aKe training to understan Record data and educate students about the 4a, 4b tech
the loan process . .

. . loan process (need website) skills
Fill up application and survey

Check schools (list of approved schools)

Maintain enrollment and Check major: engineering, medicine, business... 1a, 1b, 2a,
good grades in approved Monitor student’s grades (need online website ~ 2b: economy,
school to track grades and enrollment. Who will job

Report progress

update the grades? Yearly official transcripts
from school? Detect if grades deteriorate)

opportunities

. — Student must complete a yearly online 3 social,

Maintain motivation, have . . . . .
0od ethics guestionnaire or discuss with mentor (need ethical
& website, and qualified staff) behavior
Provide medical certificate
by approved . Select list of approved doctors/hospitals
doctors/hospitals for . L.
Offer health benefits and give tips for healthy 5 health

students and dependents lifestvle
Have yearly check-up for ¥
students and dependents
Must complete “Exit Educate students about importance of credit
Counseling”: learn about history, legal actions, and loan repayment.
responsibilities and Interview student and record data (need 43, 4b tech
repayment plan qualified staff, need Software) skills

Review repayment plan and
future plan, estimate

Compute loan amount, rate (fixed rate?) and
schedule (limit number of years?). Simulate
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expenses and future cash-in, repayment plan (need Software)

on a yearly basis: can they e Student must complete a yearly online
repay? can they afford a car guestionnaire, update their plans, or discuss
or house? (use online with mentor (need website, and qualified staff)

website to keep track...)

e Provide address, prove lawful e  Verify address, lawful presence (need qualified

presence staff) 6 legal

3.3.Improving Collection Process

Not only we control the risk via application approval process, we also need to control the risk for
those who already got the loan. Additional methods to improve the collection process are investigated
by Albrecht and Ziderman (1993), such as Example collection methods can be done via tax, paycheck
deduction, and credit bureau.

3.4.Project/Business Selection

In addition to traditional methods (Brealey et. al. 2016) for project selections, government strategic
direction should also be incorporated in the model. Report from Thailand Ministry of Finance (2016a,
2016b) and Thailand Board of Investment (2017) indicate where to invest in Thailand in coming decade.
The Thai government will give special incentives to encourage domestic and foreign companies to invest
in Thailand in 2016. There will be special tax and non-tax incentives for 5 potential industries
(strengthening existing S-Curves): next-generation automotive, smart electronics, affluent and wellness
tourism, agriculture and biotechnology, and food processing industry, and 5 future industries (seeding
new S-Curves): robotics, aviation and logistics, biofuels and bio-chemicals, digital and medical hub. Thus,
we recommend giving some preference toward the businesses that support one of these 10 industries.
We will need qualified staff to perform due diligence, monitor and follow up with the businesses.
Moreover, based on the forecast of industry demand, the student loan allocation should give some
preference toward students studying to support one of these 10 industries since higher job
opportunities leads to lower loan default rate.

3.5. Managing SFS and fund allocation

Our new investment vehicle makes better use of these retirement savings, by better allocating the
funds towards the student loans and selected businesses from mutual funds and crowdfunding. This is
similar to resource allocation and project selection problems (Johansson et. al. 2005, Graves et. al.
2003). Among several resource allocation methods, such as Free Cash Flow method to select projects,
Excel @Risk to allocate resources, Dynamic Programming, we found that Linear Programming (LP)
method is the most suitable for this problem, which is to allocate the fund to optimize the return to the
investors, while proving that the system is also sustainable.

The Linear Program helps us decide on which student loan application to approve and which
businesses/projects to provide funding in order to maximize the expected total net present value of all
loans and businesses. The net cash flow combines the student loan cash flow and the business cash
flow.

For the student loan cash flow, the cash outflows are the loan expenses (yearly tuition and living
expenses) and the cash inflows are the loan repayment. Let r, be loan borrowing rate. Let s represents a
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program? of study, where s = 1, 2, 3, ..., S, and C, represents cost of program s (tuition fee and living
expenses) per year during the period of study. We can compute yearly loan repayment amount of
program s, denoted by LRP;, as:

A+r)-1
LRPs= Co{ 7|,

n
a+r) 7

where n, = number of years of study in program s, and n, = number of years of repayment after
graduate.

In practice, some loan receivers default, as discussed earlier. Therefore, the amounts that SFS
will get back have to be adjusted by the default risk. Students with different profiles may have different
default rate. Let i represents a student profile, where i = 1,2,3, ..., I. Moreover, during the course of
study, we can collect academic performances of the students. Students with better academic
performance tend to have better job opportunities and thus lower default rate. After we collect enough
data, we then can estimate the conditional probability of repayment, P (g), of student profile i
graduated from program s, given different category of academic performance g, e.g. good or average
students, in term of performance during their studies. The conditional probability should be
continuously updated when new data arrives.

To better assess default risk, each year, SFS government entity needs to collect academic
performance of the loan recipients so they can compute the percentage of students with profile i in
program s have academic performance in category g. This computed number is denoted by W(i,s,g),
where 0<W(is,g) <1 and Zfora”gW(i,s,g) =1 for each i and s. The decision variable on the

number of students with profile i entering program s in year t that will be funded is denoted by Y;; (t).
As a result, the total expected repayment from all students in year t, can be computed as:

PMT(t) = Efor all szj € Ls(t)zfor all izfor all gLRPS Psi(g) W(is.g) - Y,

where Li(t) represents a set of years that a student starts program s and obligate to make a
yearly repayment of the loan in year t. That is, if j is in L,(t), that means a student starting a program s in
year j still have to make a repayment in year t.

By combining all future expected repayment and subtracted with the total loan give out and
then discount them to their present values, we get the total NPV from all students as

s

Cs
PMT () - z:for all szfﬂr all iYSi(t)Z] =1 j
a+ rluan)]
NPVstudent - Zfor all t a+ Tlgan)t '

where 4, = loan discount rate reflecting the risk of aggregated loan portfolio

For the business cash flow, the cash outflow is the initial investment at the beginning of the year
and the cash inflows are the return from the businesses to the investors. The main risk is whether the
business will be a success or a failure. Since each business/project is unique by nature, its business

LFor example, we may include only the qualified programs that have high potential for job opportunities, such as
those that are recommended by the Thailand Ministry of Finance and Thailand Board of Investment. For example:
s =1 for technology, s = 2 for tourism.
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model is needed to be analyzed and evaluated individually. The expected discounted cash flow approach
(Brealey et. al. 2016) is used to value the business. To quantify the risk, Stochastic Programming (Birge
and Louveaux 2011) can be used to model the business uncertainties, particularly when there are
multiple period decision making. However, to make SFS manageable, we have to simplify the business
selection problem and assume that the investment decision is a one-time shot. We use Decision Tree
approach (Clemen and Reilly 2013) where the business uncertainties are modeled as branches coming
out from chance nodes in the tree.

For example, we may assign four scenarios, which are 1=High case, 2=Medium case, 3=Low case,
and 4=Fail case. Let us define R,(c,t) as probability of cash flow for business b, where b = 1,2,3, ..., B, will
be at scenario ¢, in year t. Thus, in this case, the probability of failure in year t can be computed as 1 -

2(3;: Rp(ct). Next step is to estimate potential cash flow for each scenario, derived from its business
model, and label them as CF,(c,t), which is cash flow of business b at scenario ¢, in year t. Then

compute the expected cash flow for each business b at year t, denoted by ECF(t), as:

ECFu(t) = 2 Rp(ct) - CFp(ct).

forallc

Please be noted that negative cash flow represents investment while positive cash flow
represents income generated from the business, e.g. CFj(c,0) represents initial investment of business
b. The net present value of the expected cash flow of business b is then computed by

ECFy(t)
NPV) = Zfor all tm’

where r, is a required rate of return for investor for investing in business b, that represents the
correlation with the market risk, i.e. beta, of the business/project b.

Given investment decisions V,, which is the binary decision variable to invest in business b now,
with value 0 (no) or 1 (yes), the resulting expected total net present value of all businesses/projects is
calculated by

NPV pusiness = Zall bNPVb “Vh,

Finally, we combine the NPV from the student cash flow and the NPV from the business cash
flow. We obtain the total NPV, where we want to maximize, as:

NPV = NPVgygent + NPVpysiness-

At year t, the ending fund balance, denoted by H;, equals to the ending fund balance from the
previous year added by cash inflow from loan repayment during the year and subtracted by the
investment made to student loan in that year plus net cash flow of all invested business in that year. We
have that:

He=He 1+ PMT(0) -2 ) 0 2 % oV siG)Cs + 2 ECFy(t).

t
j=t-ng for all b that we invested

To ensure smooth operations of SFS, the fund must have positive balance at all time. Hence, we

impose this constraint as:
H;>0,forallt
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The minimum balance requirement can be more than zero, for example, equal to the working
capital. This is to make sure that the operations run smooth without financial problems.

Government may impose constraints on the minimum and maximum required number of graduates
under SFS for a particular field f in particular year t. Let Ly and Uy be projecting minimum and maximum
required number of graduates under SFS for field f in year t. Therefore, for the particular field f, the
students graduating that year subtracting the number of graduated needed by businesses under SFS
should fall within the given range, as shown by the following constraint.

3
Lft = ZVS:F(S) =f Yt -ns) - z:for all be ' be(t)zc = 1Rb(c’t) = Uft’

where F(s) represents field of program s and X;,(t) represents the expected numbers of students
with field of study f to be hired by business b in year t
Lastly, the number of students to be awarded the loan must always be less than the number of loan
applicants. For the current year, year 0, we can obtain the actual numbers from the real loan
applications. But for the future year, we have to estimate the application numbers from historical data.
By doing so, we can make current decision based on our best estimation on what will happen in the
future. For next year, the number of applications on year 1 will be updated to reflect the actual
application and the model will be rerun to determine the loan decisions for that year. Let us denote the
number of year t applicants to program s that have profile i as N,(t), we have that:

0 <Y(t) < Ng(t),foralls,i, t

This Linear Programming problem is large scale and can be solved by LP solvers such as CPLEX
and Xpress (Meindl and Templ 2012).

4. Conclusion

Our proposed investment vehicle “Superaged era Funding System” is designed to make better
use of the Thai retirement savings, by optimally allocating the funds towards the student loans and
selected businesses. Under the strict loan screening process, the loan recipients are smart but poor
students. Moreover, the selected businesses/projects will help increase the return of investment and at
the same time offer employment opportunities for future skilled labor force. In order to reduce risk and
insure sustainability, the screening process for qualified students must be strict, the recommended
collection process must be conducted, and the businesses portfolio must be diversified. Our model
allows the investors (retiree who invested their retirement savings or crowdfunding investor) to get a
return on their investment while their investment directly help create more jobs and qualified work
force. Lastly, to ensure accurate risk assessment and management, we recommend SFS to have a
dedicated and trained staff with reliable software system.
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Reexamining the Effects of Perceived Coworker and
Supervisor Support on Employee Intention to Quit:
Evidence from Thailand

Kua Wongboonsin, Pitichai Dejprasertsri, Tanasak Krabuanrat*, Siriyupa Roongrerngsuke,
Sabin Srivannaboon and Piyachart Phiromswad

ABSTRACT

Manuscript type: Research paper

Research Aims: We examine the effects of perceived coworker and supervisor support on
employee intention to quit in Thailand.

Design/methodology/approach: We design a questionnaire which was distributed to a
representative sample of entry-level employees from the biggest food and beverage franchise
company in Thailand. A total of 322 completed and usable questionnaires were received. We
use regression analysis to examine the influence of coworker and supervisor support on the
intention to quit for workers of various age groups in Thailand.

Research Findings: Our results indicate that findings in the existing literature on the social
support in the workplace which are predominantly conducted in Western countries are
inapplicable for retaining young workers in Eastern countries such as Thailand. Several
supports which are effective in reducing the intention to quit in Western countries (such as
coworker and supervisor expressive support) proved ineffective in our study. Furthermore,
some of these supports (such as supervisor informational support for older worker) even have
the opposite effect on the intention to quit of the workers we studied.

Theoretical Contribution/Originality: We aim to reexamine the influence of coworker and
supervisor support on the intention to quit in an Eastern country such as Thailand. Also, we
examine the influence of coworker and supervisor support on the intention to quit for workers
of various age groups in Thailand.

*Corresponding author: Tanasak Krabuanrat is a faculty member in Operations & Technology at Sasin School
of Management, Email: tanasak.krabuanrat@sasin.edu; Kua Wongboonsin is a senior researcher at Sasin School
of Management, Email: kua.wongboonsin@sasin.edu; Pitichai Dejprasertsri is the HR Manager at the Coffee
Club Thailand, Email: pitichai.dejprasertsri@sasin.edu; Siriyupa Roongrerngsuke is a faculty member in
Management at Sasin School of Management, Email: siriyupa.roongrerngsuke@sasin.edu; Sabin Srivannaboon
is a faculty member in Operations & Technology at Sasin School of Management, Email:
sabin.srivannaboon@sasin.edu; Piyachart Phiromswad is a faculty member in Finance at Sasin School of
Management, Email: piyachart.phiromswad@sasin.edu Sasin School of Management of Chulalongkorn
University, Sasa Patasala Building, Phyathai Road, Pathumwan, Bangkok 10330, Thailand. This research is
supported by the Thailand Research Fund RTA5780011 and Chulalongkorn University.



Practitioner/Policy Implication: Companies in Eastern countries should reconsider their
strategies in retaining workers since these strategies are likely to be guided by the findings
from studies conducted in the Westerner countries which are inapplicable in the context of
Eastern countries.

Research limitation/Implications: Our limitation is that we focus on only one company in
Thailand.

Keywords: coworker support; supervisor support; intention to quit; employee retention
JEL: M12, M54, M59

1. Introduction

According to the World Population Prospects 2017 from the United Nations, the
shares of working age population (defined as population aged 15-64) for several countries in
Asia are projected to decline sharply between 2015-2050 (e.g. 72.6 percent to 59.7 percent
for China; 73.1 percent to 53.2 percent for South Korea; 72.8 percent to 55.4 percent for
Singapore; 70.2 percent to 61.6 for Vietnam; 71.4 to 58.0). For Thailand, the share of
working age population is projected to decline from 71.4 percent in 2015 to 58.0 percent in
2050.* Thus, retaining high quality workers will be one of the top priorities for organizations
in this region. In addition, it is important for organizations in Asia in general, and Thailand
in particular to develop more effective retention strategies and practices because of high
turnover rates, especially from the Millennial cohort®.

There are extensive research conducted to explore the influence of social support in
the workplace from coworkers and supervisors on the intention to quit of employees (e.g.
Price, 2001; Barak et al., 2001; Chiaburu and Harrison, 2008; Felps et al., 2009 and
references therein). Different researchers have classified social support in the workplace into
different categories. At the broadest level, Caplan et al. (1975), Beehr et al. (2000), Semmer
et al. (2008), and Tews et al. (2013) classified the social support into two major categories
which are: emotional support (providing support to someone psychologically such as
showing empathy or social inclusion) and instrumental support (providing support to
someone physically such as physically helping someone to complete a task). Other studies
classified social support at a more refined level which consists of empathy, social

! Moreover, the speed of demographic transition is also critical. It is projected that Thailand will experience the
change at a faster speed compared to most developed countries. More specifically, the length of time that
Thailand will shift from ageing society (defined as a period when the senior population accounts for more than
10 percent of the total population) to an aged society (defined as a period when the senior population is more
than 20 percent of the total population) is approximately 20 years (based on the World Population Prospects’
projection), which is much shorter than most developed countries in the world. For most developed countries,
the same transition usually takes about 50 to 100 years (Foundation of Thai Gerontology Research and
Development Institute (TGRI), 2011). Within this charged atmosphere, business practices can no longer be
conducted as before. Organizations in Thailand must adapt if they expect to survive and thrive in this new
business landscape.

2 According to SHL’s report (2012), only 20 % of the millennial workers who expressed least willingness to
stay with one organization throughout their working lives as compared to 65% of the Baby Boomers and 40%
from the Gen Xers (Source: http://www.cloudforcehr.com/th/blog/thai-human-resource-challenges-recruiting-
managing-and-retaining-millennial-talent, 2012).



companionship, encouragement, and expressive support, work-related tangible support, work-
related informational support, and non-work-related (Cohen & Wills, 1985; Tardy, 1985;
Buunk, 1990; Sherbourne & Stewart, 1991; Wills & Shinar, 2000; Malecki et al., 2003;
Cohen, 2004; Ostherg & Lennartsson 2007; Scott et al., 2014; Chadwick & Collins, 2015).
These studies found evidences that these supports from both coworkers and supervisors can
reduce the intention to quit of employees.

However, these studies were conducted mostly in Western countries.®> Therefore, the
findings from these studies might not be generalized to an Eastern country such as Thailand
since their cultural, social and economic contexts are quite different. Compared to the U.S.
(where most studies mentioned above were conducted), the three cultural dimensions that
differentiate Thailand from the U.S. are i) power distance, ii) individualism, and iii)
masculinity (Hofstede, 2001). We hypothesize that these cultural values will influence how
coworker and supervisor support impacts the intention to quit of workers in Thailand.
Furthermore, Thailand is currently a developing country. Thus, the social and economic
development (e.g. social security system, unemployment benefits, etc.) in Thailand has not
reached the level of development of many Western countries. We hypothesize that these
could also influence how coworker and supervisor support impacts the intention to quit of
workers in Thailand.

In this paper, we reexamine the influence of coworker and supervisor support on the
intention to quit of workers in a large food and beverage (F&B) company in Thailand.* We
focus on coworker and supervisor support because it may have a high tendency to play an
important role in retaining workers in the F&B industry since employees working in a high
social intensity environment were described as those who typically need social support in the
workplace (Barak et al., 2001; Glomb and Tew, 2004; Chiaburu and Harrison; 2008, Tews et
al., 2013). Another contribution of this paper is that we examine the influence of coworker
and supervisor support on the intention to quit of workers in different age group. We divide
our samples into two age groups: i) workers aged 15-24 (referred to as “young workers”) and
ii) workers aged 25+ (referred to as “older workers”).”

According to Hofstede (2001), Thailand is considered to be a highly collectivist, high
power distance, and feminine society. We conjecture that the components of supervisor
support that are noncompliant with the power distance value will have low influence on the
intention to quit of workers. In particular, social companionship, expressive support, work-
related tangible support, work-related informational support, and non-work-related support
from supervisors should have low influence on the intention to quit of workers. Furthermore,
as Thailand is a collectivist and feminine society (in which relationships rather than
competition or success are considered valuable), we conjecture that coworkers support will
have a very strong influence on reducing the intention to quit of workers. Finally, the job
characteristic perceived by the young workers (the job being perceived as a temporary job)

3 A few exceptions are Newman et al. (2011) who examine the influence of supervisor support on the intention
to quit of workers in the context of Chinese employees, and Glazer (2006) who examines the influence of social
support across cultures.

*To preserve the confidentiality of the company being surveyed, we cannot reveal the name of this company.
However, this company is a listed company in the stock exchange of Thailand with more than 20,000
employees.

> We use the definition of young workers from the International Labour Organisation (2010).



will make work-related coworker and supervisor support have low influence on the intention
to quit of workers. This is because young workers do not consider their current job as a
promising occupation for their future career (i.e. simply just a temporary job to generate
income to finance their education or to enhance their work experience). In this manner,
support received from coworkers or supervisor that would enhance the future prospects of
their current job will have low influence on their intention to quit.

Based on a sample of 322 employees, our results indicate that findings in the existing
literature on the social support in the workplace which are predominantly conducted in
Western countries are inapplicable for retaining young workers in Eastern countries such as
Thailand. We find that none of the components of coworker emotional support, except
empathy, affect the intention to quit of all workers. For coworker instrumental support, only
non-work related support reduces the intention to quit and this effect only occurs among
young workers. For supervisor support, we find that only encouragement reduces the
intention to quit of all workers while work-related tangible support reduces the intention to
quit only for older workers. Furthermore, some of these supports even have the opposite
effect on the intention to quit of workers. We find that empathy from coworkers increases
the intention to quit of young workers and informational support from supervisor increases
the intention to quit of older workers.

Findings from the study will shed more light on how organizations in Thailand and
other countries that share similar cultural values to develop more refined strategies in
compliance with their cultural context to reduce young workers’ intention to quit. With
regard to young workers who perceive their job as a temporary job, organizations may have
to reconsider whether or not coworker and supervisor support should be used as a strategy to
help reduce young employees’ intention to quit. And if they wish to adopt this coworker and
supervisor support as a strategy, they should take caution in refining to the strategy
appropriately.

This paper is organized as follows. Section 2 presents the literature review. Section 3
discusses our theoretical framework. Section 4 describes our research method. Section 5
identifies the results. And section 6 provides conclusions and business implications.

2. Literature review

Intention to quit and Employee retention

The terms “intention to leave” and “intention to quit” are often used interchangeably
in the studies on employee turnover. Tett and Meyer (1993) define intention to leave as a
worker’s “conscious and deliberate willingness to leave the organization. Sharing the same
perception, Cho, Johanson and Guchait (2009) described an employee’s intention to quit as
her/his voluntary decision to leave the present organization. In general, turnover is an
undesirable event for employers due to the high cost of recruitment, training, and the loss of
productivity.

Many researchers have investigated the reasons behind the intention to quit of
workers. A study by Sheridan (1992) posits that job embeddedness is a mediator of the
relationship between human resource practices and employees’ intention to quit. He explains



that job embeddedness fully mediates compensation and growth opportunity whereas it
somewhat mediates supervisor support. Nevertheless, it does not mediate training as related
to employees’ intention to quit. Other studies (LinkedIn survey, Why & How People Change
Jobs, (Mar 2015)) found that the decisions to leave workplace are different across the
generations. The younger generations especially those who are Millennial (ages 18-35)
endeavor for more advancement and challenging work. In addition, reward and
compensation are one of the key drivers for them to stay. In contrast, older generations tend
to stay in the same industry whereas Millennial have more interests to try out new industry.
Next, effort were made by Firth, Mellor, Moore, and Loquet (2004) to investigate variables
that may predict the intention to quit job. One hundred and seventy-three retail salespeople
were asked to complete guestionnaires to measure commitment to the organization for which
they worked, job satisfaction, stress, supervisor support, locus of control, self-esteem, the
perceived stressors in the job and their intention to quit. Findings from the study reviewed
that job dissatisfaction, lack of commitment to the organization and feelings of stress
essentially trigger intention to quit job. However, job stressors such as work overload, job
ambiguity, stress that lead to workers’ intention to quit can be improved, e.g. the intention to
quit can be reduced through an increase in supervisor support, and, employees’ job
satisfaction and commitment to the organization can be increased if the management monitor
the workload and the relationships between supervisor and subordinate effectively.

Besides the aforementioned approaches to investigate the relationship between
intention to quit and job embeddedness, other researchers attempted to investigate employee
retention. A study by Hausknecht, Rodda, and Howard (2009) indicated that job satisfaction,
extrinsic rewards, constituent attachments, organizational commitment, and organizational
prestige are relevant reasons for employees’ staying. Among high performers and non-hourly
workers, advancement opportunities and organizational prestige are most common
motivations for them to stay. Meanwhile, extrinsic rewards are more common among low
performers and hourly employees. A study by Eisenberger, Stinglhamber and VVandenberghe,
and Sucharski and Rhoades (2002) investigated the relationships among employees’
perception of supervisor support (PSS), perceived organizational support (POS), and
employee turnover. The paper was constructed into three studies. Study 1 found that PSS
was positively related to temporal change in POS which illustrate that PSS leads to POS.
This also can be interpreted that if the organization cares about employees’ well-being and
values their contributions, the supervisors who act as agents of organization are also inclined
toward them. Hence, this leads to an increase of PSS. Study 2 showed that the relationship
between PSS and POS increased when employees perceive that their supervisors have high
informal status within the organization. Lastly, study 3 indicated that POS mediated a
negative relationship between PSS and employee turnover. Therefore, employees who
perceived that the supervisor valued their contributions and cared about their well-being
increase POS. In addition, all three studies show that PSS was higher on average than POS
as the supervisors have closer contact with most employees than higher level managers.

Co-worker and Supervisor support
Social support in the workplace can be considered as one of the important factors that affect
workers in various aspects such as job satisfaction, productivity and well-being. According



to Kossek et al. (2011) the concept of workplace social support emerged from the broader
social support concepts. Cobb (1976) defined social support as an individual’s belief that
she/he is valued, loved, and her/his well-being is cared about as component of a social
network of mutual obligation. Beehr and McGrath (1992) described co-worker’s social
support as co-worker’s willingness to assist one another (e.g., caring, friendly, warm relation,
empathy, cooperation, no gossiping and back stabbing, appreciation, respect and support) in
carrying out daily tasks and reducing troublesome or threatening circumstances to create
pleasant environment in the workplace (Frone et al. (1997), Mansor et al. (2003)). For
Bateman (2009), co-worker support represents a dimension of social supports in the
workplace. It refers to assistance received from co-worker when requested to perform an
individual’s activities, e.g. knowledge sharing, encouragement, and emotional support.

Among numerous studies on the relationships between co-worker support and job
satisfaction, LaRocco et al. (1978) investigated the effects of co-worker support to job
satisfaction among 3,725 Navy personnel. The results indicated that co-worker support
helped lower stress, improve job satisfaction, self-esteem and intention to remain in the
organization. In this manner, co-worker support obviously helps promote benefits at an
organization level. In 1996, Babin et al. also found that co-worker support helped reduce
strain, role stress and role conflict, and improved emotional hygiene. Later on, Ducharme et
al. (2007) classified support from co-worker into 4 categories including: affective support (or
emotional support, e.g. showing acceptance and caring); informational support (e.g. giving
advice or guidance); instrumental support (material assistance); and social companionship
(social networking). In this study, the researchers focused on investigating the influence of
instrumental and affective support to job satisfaction by collecting data from phone
interviews with full-time employees around the USA. They then reported that the impact of
instrumental support was stronger than affective support in creating job satisfaction.
However, the study concluded that both supports significantly helped increase overall job
satisfaction. These findings align with the previous study done by Beehr et al. (2000) who
proposed that the primary effect of co-worker support was strain reducer because it weakened
the impacts of stressors and strains on high social-supported people. In addition, Limpanitgul
et al. (2013) discovered that, on normal basis, employees tended to express their feeling for
stress reduction when support received from people who share common experience appeared
to be more effective than support received from other parties. Besides the benefits of co-
worker support, Chiaburu et al. (2008) proposed another side of the story. Although co-
worker support can create job satisfaction, involvement, and stronger organization
commitment as it helps reduce negative attributes at work resulting from role ambiguity,
conflict and work overload; it can create withdrawal behaviors too.

Apart of co-worker support, supervisor support is another major influencer of
emotional exhaustion reduction and personal accomplishment promoter. Supervisor is the one
who structures the work environment and provides information and feedback to employees,
and thus he has a strong impact to each of team members. In order to obtain high supervisor
support, Yoon et al. (2000) showed the result from his sociological perspective. He posits that
support from co-workers and the larger organization lead to higher supervisor support from
high networking context. Unfortunately, highly social attractive employee may not receive
high support. Without broader support from co-worker and top management, positivity effect



may lead to lower supervisor support. High support from supervisor can help members to
reduce their emotional exhaustion, depersonalization and also increase their self-efficacy,
personal accomplishment. Moreover, it can also prevent the reduction of personal
accomplishment of members when they faced with high demand of work (Gibson et al.,
2009)). Moreover, supervisor also has an important role in promoting creativity of members
by recognition and providing support and feedback. Kim et al. (2010) found that proactive
behavior of employees creates the better creativity and it can be strongly enhanced by high
supervisor support. In the organization level, supervisor support was found as a
representative of organization support (Eisenberger, 2002)). Employees perceive supervisor
as an organizational agent especially the one who is favored by the organization. Then
support from supervisor is highly related with perceived organizational support. The higher
supervisor support is perceived as a higher organization support which lead to lower turnover
rate from strong affective organizational commitment of employees. It also weakens the
negative relationship between turnover and organizational support. This can be implied that
organizational support become less important to turnover when supervisor support is high
(Maertz Jr. Et al. (2007)). DeConnick et al. (2009) also presented the result in the same
direction. Supervisor support can be an indirect predictor of turnover intention. Better
supervisor support does not only produce higher perceived organizational support but also
provide higher performance of the members. Combining these two factors, the lower
intention to quit of members can be expected. In addition, the support from supervisor also
effect to the job satisfaction (Griffin et al. (2001)). It helped to improve job satisfaction in all
48 companies in UK with various size (from 60 to 1929 employees). Unfortunately, this
effect was weakened in the companies with high teamwork culture. Supervisor support will
be less important but not unimportant for individual job satisfaction when the company
operates mainly as a team. Therefore, teamwork itself can have both positive and negative
effect at the same time.

3. Theoretical framework

Based on the studies reviewed in the previous part, we define coworker and
supervisor support as the perception of an employee that she/he is loved, cared about, valued,
and admired by coworkers and supervisors. We then adopt the approaches of Caplan et al.
(1975), Beehr et al. (2000), Semmer et al. (2008), and Tews et al. (2013) to classify coworker
and supervisor support into two major categories: emotional and instrumental. We also
classified coworker and supervisor support into four components of emotional support and
three components of instrumental support based on studies that classified coworker and
supervisor support at a more refined level (Cohen & Wills, 1985; Tardy, 1985; Buunk, 1990;
Sherbourne & Stewart, 1991; Wills & Shinar, 2000; Malecki et al., 2003; Cohen, 2004;
Ostberg & Lennartsson, 2007; Scott et al., 2014; Chadwick & Collins, 2015). The emotional
support comprises of i) empathy, ii) social companionship, iii) encouragement, and iv)
expressive support. The instrumental support includes i) work-related tangible support, ii)
work-related informational support, and iii) non-work-related support. For emotional
support, empathy is an emotional expression that a coworker or a supervisor shows her/his



understanding of or sharing feeling with an employees. Second, social companionship is an
emotional expression that a coworker or a supervisor show her/his loves, trusts and cares for
an employee. Social companionship also refers to the willingness of a coworker or
supervisor in socializing with an employee. Third, encouragement is defined as the
emotional expression that a coworker or a supervisor admires and recognizes the value of
other employees. Fourth, expressive support is defined as the emotional expression that a
coworker or a supervisor feels affection for other employees. For instrumental support, the
term work-related tangible support is defined as the actual actions that a coworker or a
supervisor takes to assist other employees in performing their work-related activities. Work-
related informational support is the actual actions that a coworker or a supervisor takes to
offer work-related information to other employees. Lastly, non-work-related support
represents the actual actions performed by a coworker or a supervisor to help other
employees on any matters that are not related to work.

Our classification is relatively more refined compared to the common practice in the
literature. For example, in the classic and comprehensive review of the literature conducted
by Cohen and Wills (1985), they classified social support from all studies that they reviewed
into two categories: psychological and physical. Comparing this to our classification,
psychological support corresponds to empathy, social companionship, encouragement and
expressive support while physical support corresponds to work-related tangible support,
work-related informational support and non-work-related tangible and informational support.
As mentioned earlier, this more detailed classification is necessary as our objective is to
reexamine the influence of coworker and supervisor support on the intention to quit of
workers in a new context.

Next, we discuss the important role of culture in influencing the impact of coworker
and supervisor support on the intention to quit of workers. Results from many studies (Firth,
Mellor, Moore, and Loquet (2004) and Babin and Boles (1996)) indicate that both supervisor
and co-worker support strongly boost employees’ job satisfaction which finally reduces their
intention to quit. However, those studies have been mostly done in Western countries which
have different context and environment from that in Eastern countries. As mentioned earlier,
Thailand is considered to be a highly collectivist, high power distance, and feminine society.
We hypothesize that these cultural dimensions will affect the relationships of coworker and
supervisor support on the intention to quit. More formally, we can write the hypothesis as
follows.

Null Hypothesis: The effect of co-worker and supervisor support on employee’s
intention to quit is the same under different cultural and generational
context.

Alternative Hypothesis: The effect of co-worker and supervisor support on employee’s
intention to quit is different under different cultural and generational
context.

Beside the coworker and supervisor support, working motivation plays as an essential
factor since it is also related to the decision to quit job. Herzberg (1959) defined working
motivation which affected job satisfaction into two categories. Hygiene factors are those



factors which are essential for maintaining motivation at workplace. These factors include
pay, benefits, working conditions, status, co-worker relation and job security. They may not
lead to a higher motivation but can lead to job dissatisfaction if they are absent. Another
group of factors is Motivational factors. They promote job satisfaction which involves in
performing the job. These factors include recognition, reward, achievement and
responsibility. In order to retain employee within an organization, hygiene factors are needed
to be focused for preventing dissatisfaction of employee which can lead to job resignation.
Combining coworker and supervisor support together with Herzberg’s working motivation
would completely address all relevant factors.

4. Research method

A questionnaire was sent through personal contacts with the human resources department of
the biggest food and beverage Franchise Company in Thailand. The human resources
department helped distributing the questionnaires to a representative sample of entry-level
employees from the biggest food and beverage franchise company in Thailand during June to
August 2015. The target population of this research refers to the 600 employees who are
working in entry-level of one of the biggest F&B business operators in Bangkok (account for
50% of market share). A total of 348 questionnaires were returned and 322 completed and
usable questionnaires were received (representing an effective response rate of 57.3 percent).

The questionnaire has four main parts. The first part contains demographic
background asking about personal data, including age, gender, marital status, education
background, and years of work experience. The second part is the 5-point Likert-type scales
ranging from 1 (strongly disagree) to 5 (strongly agree) that contains questions regarding
instrumental support and emotional support of their coworkers. Sample items included:
“When | do a good job, I always receive praise from my coworkers” and “My coworkers
always give me a hand when | cannot complete my job activities within the normal working
hour”. The third part of the questionnaire is the 5-point Likert-type scales ranging from 1
(strongly disagree) to 5 (strongly agree) that contains questions regarding instrumental
support and emotional support of their supervisors. Sample items included: “My supervisors
are a good listener when | want to express my feeling about work and non-work” and “My
supervisor always give me a hand, even when assistance is not directly requested, when | face
with difficult tasks”. The fourth and last part of the questionnaire is the questions regarding
turnover intention that contains questions asking about their intention to leave the
organization and their primary reason of staying with an organization or leaving an
organization.

Table 1 presents the descriptive statistics of our sample. For the entry-level
employees, 31.6 percent were male and 68.4 percent were female. This is reasonable given
that it is more common for females than males to work as entry-level employees (e.g.
waitress is more common than waiter) in food and beverage companies. In terms of their age,
63.3 percent were younger than 24 years old. In terms of years of service, 55.0 percent had
been working for less than one year with the company. In terms of their education, the
majority finished secondary school or vocational degree (78.0 percent). Given this, the
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sample was broadly representative of the entry-level employees of a typical food and
beverage company in Thailand.

Table 1: Descriptive statistics

Demographic Statistics of entry-level employee
(in percent)

Gender
Male 31.6
Female 68.4
Age
15-24 63.3
25-45 35.1
46+ 1.45
Marital status
Single 81.4
Married or living as married 18.6
Education
Primary School 4.1
Secondary School 48.7
Vocational Degree 29.3
Bachelor Degree 17.7
Master Degree and above 0.3
Years of service
Less than 1 year 55
1 to 3 years 28.3
More than 3 years 16.7

Source: Author constructed

The dependent variable, intention to quit, is measured by a single-item scale adapted
from Colarelli (1984). This item is “Do you plan to leave your organization within the next
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12 months” which is measured as a binary variable (no = 0; yes = 1). Independent variables
include i) empathy, ii) social companionship, iii) encouragement, iv) expressive support, v)
tangible support, vi) informational support, and viii) non-work related support. The first four
variables are further grouped (by simple averaging) as emotional support while the remaining
are grouped (by simple averaging) as instrumental support. Entry-level employees were
asked to provide their perception of the support that they received from their coworkers as
well as their supervisors.

For the four variables of emotional support, empathy is measured by three items
drawn from Settoon and Mossholder (2002) and Tew et al. (2013). Items include: “My
coworkers / supervisor made an extra effort to understand my problems”, “My coworkers /
supervisor understand my problems”, “My coworkers / supervisor took a personal interest in
me” (alpha = .859). Social companionship is measured by two items drawn from Cohen and
Hoberman (1983). Items include: “My coworkers / supervisor threw a birthday party for me”
and “My coworkers / supervisor invited me to do things (e.g. going out for lunch or playing
sports) with them” (alpha = .717). Encouragement is measured by two items drawn from
Cohen and Hoberman (1983) and Tew et al. (2013). Items include: “My coworkers/
supervisor took pride in my accomplishments” and “My coworkers/ supervisor tried to cheer
me up when I’m having a bad day” (alpha = .767). Expressive support is measured by three
items from Settoon and Mossholder (2002) and Hammer et al. (2008). Items include: “My
coworkers/ supervisor listened to my problems in juggling work and nonwork life”, “My
coworkers/ supervisor listened to me when | had to get something off my chest” and “My
coworkers/ supervisor took time to listen to my problems and worries” (alpha = .862).

For the three variables of instrumental support, tangible support is measured by three
items drawn from Settoon and Mossholder (2002) and Tew et al. (2013). Items include: “My
coworkers/ supervisor helped me with difficult assignments, even when assistance is not
directly requested”, “My coworkers/ supervisor assisted me with heavy workloads even
though it is not part of job” and “My coworkers/ supervisor helped me when | am running
behind my in work” (alpha = .879). Informational support is measured by three items
adapted from Sherbourne and Stewart (1991) and Settoon and Mossholder (2002). Items
include: “My coworkers/ supervisor took time to explain regulations or procedures to me
when | have questions”, “My coworkers/ supervisor gave me information to help me
understand a situation” and “My coworkers/ supervisor always shared work-related
knowledge to me when | need it to perform my job” (alpha = .860). Non-work related
support is measured by three items drawn from Cohen and Hoberman (1983) and Settoon and
Mossholder (2002). Items include: “My coworkers/ supervisor helped me with work when |
have been absent”, “If | needed an emergency loan of THB1,000 (about $30), I could get it
from my coworkers/ supervisor” and “My coworkers/ supervisor took me to the doctor when
I was sick” (alpha =.799). All items discussed above are measured using a five-point Likert-
type scale from “strongly agree” to “strongly disagree”. All questions are translated from
English to Thai using double translation method.

We also include five additional independent variables to allow for demographic and
job-related influences. These are age (measured in years), gender (female = 1; male = 0),
marital status (married or living as married = 1; otherwise = 0), education (primary school =
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1, secondary school = 2, vocational degree = 3, bachelor degree = 4, master degree and above
= 5) and years of service in the organization (measured in years).

Table 2: Description of Variables and Their Measurements in the Questionnaires

Variable Variables Measurement using a five-point References
group Likert-type scale
Emotional Empathy 1) “My coworkers/supervisor | Settoon and
support made an extra effort to Mossholder
understand my problems” (2002) and Tew et
2) “My coworkers/supervisor | al. (2013)
understand my problems”
3) “My coworkers/supervisor
took a personal interest in
me”
Social 1) “My coworkers/supervisor | Cohen and
companionship threw a birthday party for Hoberman (1983)
me”
2) “My coworkers/supervisor
invited me to do things (e.g.
going out for lunch or
playing sports) with them”
Encouragement 1) “My coworkers/supervisor | Cohen and
took pride in my Hoberman (1983)
accomplishments” and Tew et al.
2) “My coworkers/supervisor | (2013)
tried to cheer me up when
I’m having a bad day”
Expressive 1) “My coworkers/supervisor | Settoon and
support listened to my problems in | Mossholder
juggling work and nonwork | (2002) and
life” Hammer et al.
2) “My coworkers/supervisor | (2008)
listened to me when | had to
get something off my chest”
3) “My coworkers/supervisor
took time to listen to my
problems and worries”
Instrumental | Tangible 1) “My coworkers/supervisor | Settoon and
support support helped me with difficult Mossholder
assignments, even when (2002) and Tew et
assistance is not directly al. (2013)
requested”
2) “My coworkers/supervisor

assisted me with heavy
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3)

workloads even though it is
not part of job

“My coworkers/supervisor
helped me when | am
running behind my work”

related support

2)

3)

helped me with work when
I have been absent”

“If 1 needed an emergency
loan of THB 1,000 ( about
$30), I could get it from my
coworkers/supervisor”
“My coworkers/supervisor
took me to doctor when |
was sick

Informational 1) “My coworkers/supervisor | Sherbourne and
support took time to explain Stewart (1991)
regulations or procedures to | and Settoon and
me when | have questions” | Mossholder
2) “My coworkers/supervisor | (2002)
gave me information to help
me understand a situation”
3) “My coworkers/supervisor
always shared work-related
knowledge to me when |
need it to perform my job”
Non-work 1) “My coworkers/supervisor | Cohen and

Hoberman (1983)
and Settoon and
Mossholder
(2002)

5. Results

Coworker Support on Intention to Quit
Table 3 presents OLS regressions of the intention to quit on each of the components of
coworker support which include empathy, social companionship, encouragement and
expressive support, tangible support, informational support, and non-work related support. In
these regressions, we control for emotional support and instrumental support of supervisors
(by constructing the average of all components of each support) as well as other demographic

Table 3: OLS regressions of intention to quit on coworker support

To examine the influence of each component of coworker and supervisor support on the
intention to quit, we conducted regression analyses by dividing our samples into two groups:
1) workers aged 15-24 (referred to as “young workers” in this paper) and ii) workers aged 25+
(referred to as “older workers” in this paper) in order to investigate the differences.



14

1) ) ®) (4) (%) (6) ()
Independent Intentionto  Intentionto  Intentionto  Intentionto  Intentionto  Intention to
variables quit quit quit quit quit quit
(all samples) (all samples) (age 15-24) (age 15-24) (age 25+) (age 25+)
Coworker emotional support
Empathy 0.016 0.026 0.117* 0.134** -0.147* -0.161**
t=0.29 t=0.49 t=1.78 t=1.96 t=-173 t=-1.97
Social 0.037 0.034 0.066 0.066 0.039 0.015
companionship t=1.00 t=0.92 t=1.26 t=1.21 t=0.54 t=0.22
Encouragement -0.019 -0.020 -0.030 -0.028 0.048 0.036
t=-0.38 t=-0.41 t=-0.53 t=-0.48 t=0.48 t=0.37
Expressive 0.041 0.038 0.038 0.034 -0.051 -0.030
support t=0.80 t=0.76 t=0.67 t=0.58 t=-0.46 t=-0.28
Coworker instrumental support
Tangible support -0.036 -0.035 -0.083 -0.092* 0.131 0.150
t=-0.76 t=-0.75 t=-150 t=-172 t=1.19 t=141
Informational 0.025 0.022 0.033 0.033 -0.087 -0.130
support t=0.50 t=0.43 t=0.52 t=0.52 t=-0.90 t=-1.29
Non-work -0.087** -0.084** -0.113** -0.114** -0.033 -0.030
related support t=-2.00 t=-1.96 t=-2.26 t=-2.32 t=-0.34 t=-0.32
Supervisor -0.137** -0.138** -0.175%* -0.182** -0.102 -0.082
emotional t=-217 t=-2.14 t=-2.40 t=-250 t=-0.72 t=-0.57
support
Supervisor -0.069 -0.070 -0.003 0.004 -0.124 -0.128
instrumental t=-1.02 t=-1.00 t=-0.04 t=0.05 t=-1.05 t=-1.08
support
Age - -0.007 - -0.019 - -0.004
t=-1.40 =-0.74 t=-0.54
Gender - -0.038 - -0.031 - 0.047
t=-0.59 t=-0.39 t=0.43
Marital status - 0.068 - 0.130 - 0.053
t=1.26 t=1.17 t=0.77
Education - 0.020 - 0.053 - 0.003
t=0.65 t=1.16 t=0.07
Years of service - 0.0002 - 0.0014 - 0.002
t=0.22 t=0.57 t=1.60
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R-square 0.12 0.13 0.11 0.12 0.22 0.26

Number 322 322 197 197 96 96
Observations

Source: Author constructed.
Note: All regressions use White heteroskedasticity-consistent standard errors. ***, ** and * indicate 99, 95 and
90 percent of confidence level.

According to Table 3, none of the components of coworker emotional support, except
empathy, has a statistically significant effect on the intention to quit of all workers. We find
that empathy reduces the intention to quit of older workers while it increases the intention to
quit of young workers. For coworker instrumental support, we find that only work-related
tangible support and non-work related support have a statistically significant effect in
reducing the intention to quit of young workers only. These results clearly indicate that
findings about coworkers’ emotional and instrumental support in the existing literature on the
social support in the workplace which are predominantly conducted in Western countries are
inapplicable for retaining young workers in Eastern countries such as Thailand.

There are several explanations for the above findings. First, young workers perceived
their current job as temporary rather than permanent. These young workers below 25 years
old represent the group of employees who have a high tendency to go back to school or look
for opportunities to find better jobs in the near future. These young workers who represent
the majority of the surveyed population, have just finished secondary school and it is likely
that they are pursuing a higher education for a vocational diploma or a college degree. For
these young workers, the current job only provides a temporary source of income to help
them with daily expenses or educational expenses. The perception that the current job is only
a temporary job can make young workers less motivated to pay full attention in advancing in
their current job (i.e. no motivation to be promoted from a waitress to a burger or pizza
maker Under this circumstance, they do not need or care much about work-related tangible
support and work-related informational support. This could be the reason why these supports
do not influence the intention to quit of young workers. On the other hand, we find that non-
work related support has a statistically significant effect in reducing the intention to quit.
One plausible explanation is that non-work related support is more about building pleasant
relationships with coworkers (who might become their friends or life partners after they leave
the company) and not about advancing their current job. This could explain the reason why
non-work related support helps reduce the intention to quit of young workers in this study.

Second, young workers might possess less empathic ability when compared to older
workers. There are several research studies that found age differences in empathic ability.
For instance, Richter and Kunzmann (2011) found that young people generally express less
sympathy and are poorer in sharing the emotions of others. Van der Graaff et al. (2014)
found that teenagers are still in the stage of developing their empathic ability. Then, O’Brien
et al. (2013) reported an inverted-U-shape relationship between age and empathic concern (an
emotional component of empathy) and perspective taking (a cognitive component of
empathy). Therefore, it can be implied that young workers have less emphatic ability (both
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giving and receiving) and could misinterpret the empathic concern of their coworkers as an
insult which inadvertently increases their intention to leave.®

Third, older workers might feel “intimidated” or “insulted” in receiving various kinds
of support from their co-workers (all co-worker support except empathy has no impact on
reducing the intention to quit of older workers) because most of their co-workers are younger
(63 percent of our samples are workers aged between 15 to 24 years). In a culture of high
power-distance such as Thailand, senior people are supposed to be respected by those juniors.
They should be the ones who provide advice and support to younger people, not vice versa.

Supervisor Support on Intention to Quit

Similarly, to examine the influence of each component of supervisor support on intention to
quit, Table 4 presents OLS regressions, which include empathy, social companionship,
encouragement and expressive support, tangible support, informational support, and non-
work related support. In these regressions, we control for emotional support and instrumental
support of coworkers (by constructing the average of all components of each support) as well
as other demographic variables.

Table 4: OLS regressions of intention to quit on supervisor support

(€ 2 ®) (4) ©) (6) ()
Independent Intention to Intention to Intentionto  Intentionto  Intentionto Intention to
variables quit quit quit quit quit quit

(all samples) (all samples)  (age 15-24)  (age 15-24) (age 25+) (age 25+)

Supervisor emotional support

Empathy -0.028 -0.031 0.011 0.019 -0.041 -0.056
t=-0.53 t=-0.57 t=0.20 t=0.32 t=-0.40 t=-0.56

Social -0.029 -0.031 -0.071 -0.078* 0.040 0.040
companionship t=-0.86 t=-0.93 t=-1.61 t=-1.77 t=0.62 t=0.63
Encouragement -0.130** -0.132** -0.147** -0.150** -0.196* -0.174
t=-2.08 t=-211 t=-2.03 t=-211 t=-1.78 t=-1.55

Expressive 0.047 0.056 0.050 0.054 0.051 0.071
support t=0.86 t=0.99 t=0.82 t=0.88 t=0.51 t=0.71

® 1t is somewhat surprising that other emotional supports (social companionship, encouragement and expressive
support) from coworkers do not reduce the intention to quit of young workers as these workers are from a
collectivist and feminine country. However, it could be because these young workers are in the development
stage of their emotional and social skills. As we have argued, there is extensive evidence that young workers
might possess less empathic ability when compared to older workers. The same might be said for emotional and
social skills which includes empathic ability.



Tangible support

Informational
support

Non-work
related support

Coworker
emotional
support

Coworker
instrumental
support

Age

Gender

Marital status

Education

Years of service

R-square

Number
Observations

-0.060
t=-1.08

0.071
t=1.49

-0.080*
t=-1.89

0.079
t=1.52

-0.107**
t=-2.07

0.13

322

Supervisor instrumental support

-0.064
t=-1.13

0.071
t=1.48

-0.079*
t=-1.95

0.083
t=1.55

-0.107**
t=-2.03

-0.008
t=-1.55

-0.046
t=-0.71

0.075
t=1.43

0.020
t=0.66

0.0002
t=0.21

0.14

322

0.036
t=0.58

0.018
t=0.28

-0.080
t=-1.61

0.205***
t=3.44

-0.175%**
t=-3.16

0.12

197

0.032
t=0.46

0.013
t=0.19

-0.075
t=-1.52

0.212***
t=3.46

-0.179**
t=-3.17

-0.009
t=-0.37

-0.008
t=-0.10

0.123
t=1.28

0.0760
t=1.26

0.0016
t=0.59

0.13

197

-0.243**
t=-2.39

0.272%**
t=3.02

-0.067
t=-0.68

-0.108
t=-1.05

-0.036
t=-0.44

0.30

96

-0.260**
t=-2.54

0.270***
t=2.90

-0.061
t=-0.64

-0.112
t=-1.07

-0.050
t=-0.58

-0.002
t=-0.35

0.011
t=0.05

0.099
t=1.45

0.004
t=0.08

0.0012
t=0.82

0.32

96
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Source: Author constructed.
Note: All regressions use White heteroskedasticity-consistent standard errors. ***, ** and * indicate 99, 95 and
90 percent of confidence level.

According to Table 4, none of the components of supervisor emotional support,
except encouragement (and weak evidence for social companionship only for young

workers), has a statistically significant effect on the intention to quit of all workers.

For

supervisor instrumental support, we find that only work-related informational support has a
statistically significant effect in reducing the intention to quit of older workers only. On the
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other hand, we find that work-related tangible support increases the intention to quit of older
workers. Again, these results clearly indicate that findings about supervisors’ emotional and
instrumental support in the existing literature on the social support in the workplace which
are predominantly conducted in Western countries are inapplicable for retaining young
workers in Eastern countries such as Thailand.

There are several explanations for the above findings. First, as young workers
perceived their current job as temporary rather than permanent, they do not need or care
much about work-related tangible support and work-related informational support from
supervisors. Second, in a high power distance culture such as Thailand, supervisors are
expected to “keep their distance” from other employees. In Thai culture, good supervisors
are leaders. Based on femininity, they should be supportive, kind, and generous. Workers
may perceive their supervisors as big brothers or sisters, but not “friends” of equal status.
There is always some distance between supervisors and subordinates. When supervisors try
to be friends with subordinates, this may make the subordinates feel uncomfortable and/or
even threatened. This could explain why only encouragement seems to have a strong effect
in reducing the intention to quit of all workers. Finally, one explanation for the finding that
informational support from supervisors increases the intention to quit of older workers is
because older workers are relatively similar in age with their supervisor. Thus, receiving
informational support could be interpreted as an “insult” as they may interpret that their
supervisors think that older workers do not know how to do their job.

6. Research Implications and Conclusions

Academic Implication

Finding ways to retain young workers will be even more important for Thailand in the
near future as their numbers will drop sharply due to rapid demographic transition. This
paper re-examines the influence of coworker and supervisor support on the intention to quit
of young workers in food and beverage (F&B) businesses in Thailand. There is extensive
literature that examined the influence of coworker and supervisor support on the intention to
quit of employees. However, most studies were conducted in Western countries which could
make their results inapplicable to Eastern countries such as Thailand. Different context and
environment can cause a deviation in results. Thailand has its own uniqueness in culture
therefore the results show dissimilar effect of support in workplace. As mentioned in
previous, different cultures of Eastern countries differ the perception of supports in employee
compared with Western culture. Therefore, the finding or practice which are used in Western
countries need to be reexamined before applying to Eastern countries.

Based on a sample of 322 employees in a large F&B company in Thailand, our results
indicate that findings in the existing literature on the social support in the workplace which
are predominantly conducted in Western countries are inapplicable for retaining young
workers in Eastern countries such as Thailand. Several supports which are effective in
reducing the intention to quit in Western countries are ineffective in our study. We find that
none of the components of coworker emotional support, except empathy, affect the intention
to quit of all workers. For coworker instrumental support, only non-work related support



19

reduces the intention to quit and this effect only occurs among young workers. For
supervisor support, we find that only encouragement reduces the intention to quit of all
workers while work-related tangible support reduces the intention to quit only for older
workers. Furthermore, some of these supports even have the opposite effect on the intention
to quit of workers. We find that empathy from coworkers increases the intention to quit of
young workers and informational support from supervisor increases the intention to quit of
older workers. The finding of generational factor provides the new perspective of intention to
quit. The further study can focus more on the effect of difference in demographic for gaining
more insight regarding this topic.

Business Implication

Based on our findings, Table 5 provides potential human resource management
strategies for companies in the F&B industry in Thailand by focusing on different aspects of
coworkers and supervisor support. To retain young workers, organizations should focus on
increasing non-work related support among coworkers, reducing empathy among coworkers,
and increasing encouragement from supervisors. To retain older workers, organizations
should pay attention to increasing empathy among coworkers, providing encouragement and
tangible support from supervisors, and may consider decreasing informational support from
supervisors or adjust their approach in providing information to better fit the cultural context.

Table 5: Business implications for HRM strategies in F&B industry

Independent variables Intention to quit of Intention to quit of
younger workers older workers
(age < 25) (age > 25)
Coworker
Emotional support [IEmpathy CJEmpathy
Instrumental support “INon-work -

related support

Supervisor

Emotional support [JEncouragement JEncouragement

Instrumental support - [1Tangible support
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- “JInformational support

[1Consider to increase.
[1Consider to decrease or adjust for a better fit with the cultural and job characteristic context.

From an above mentioned results, business should be aware of age diversity in an
organization. Difference in generation can differ the perception of organizational
communication. There will not be the best practice of support that can fit to everyone. But the
support is needed to be adjust to make it suitable for particular receiver. With this fact,
company should adjust their corporate culture, communication strategy, including HRM
strategy in order to make their policy more efficient which can lead to a better employee
satisfaction and reduction of turnover.

As discussed earlier, cultural values (high power distance, collectivism, and
femininity) assume important roles in influencing the perception and the needs of both young
and older workers for both emotional and instrumental supports that impact the intention to
quit. The relationship between coworker and supervisor support and the intention to quit of
young workers is not a linear relationship. In fact, it is a complex relationship determined by
cultural values and job characteristics. Organizations should consider carefully before
implementing coworker and supervisor support to employees regarding their age, their
perception of the job, and cultural values, namely high power distance, collectivism, and
femininity. In Thai culture, collectivism and femininity may generally influence workers in
organizations to value good relationships with supervisors and coworkers and seek support
from them. Nevertheless, organizations should try to understand if young workers perceive
their job as a permanent or temporary job. If they intend to work on a temporary basis,
organizations should not provide coworker and supervisor support as they may not help to
retain them. Instead, they should craft other strategies to change the employees’ attitudes.
This is very important for the F&B industry in Thailand that has continuously been
confronting a high turnover rate of young employees at the entry level during the past several
years to learn how to create a work environment and human resource practices that can
inspire and retain employees of different age groups appropriately.

Although this research was conducted in Thailand and only F&B was our main focus,
we believe the findings can somehow be applied and utilized across different industries with
similar settings and/ or different countries with similar cultures especially those in ASEAN.
Moreover, the perceptions toward cultural values, job characteristics, and the influence of
coworker and supervisor support on the intention to quit may vary in this study, but that is the
nature of this kind of research study. In addition, this questionnaire was not designed to
match or identify any supervisors with their subordinates and vice versa. Therefore, future
studies in this area could shed more light on further evidences.
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CHAPTER 3
CHANGES IN FAMILY COMPOSITION AND CARE RELATIONS
IN THE KINGDOM OF THAILAND

Patcharawalai Wongboonsin”
Thuttai Keeratipongpaiboon'

Kua Wongboonsin*

INTRODUCTION

The Kingdom of Thailand, or Thailand in short, was known during the pre-modern
period as Siam.' The Kingdom is located in the heart of Southeast Asia, with Bangkok
Metropolis as the capital city. Covering an area of nearly 513,115 square kilometres
(approximately 198,455 square miles), Thailand shares land borders with the Republic of the
Union of Myanmar in the north and west, the Andaman Sea in the west, Lao People's
Democratic Republic or Laos in the north and north-east, the Kingdom of Cambodia and the
Gulf of Thailand in the east, and the Federation of Malaysia or Persekutuan Malaysia in the
south.

Thailand adopts a four-region classification system. In 2010, the semi-arid plateau in
the Northeast was identified with the largest proportion of population (18.8 million, or 28.7%
of the total population), followed by the Central region (18.1 million, or 27.7% of the total
populations) in the fertile plain area, where Bangkok Metropolis, the capital city or Bangkok
in short, is located. In the Northern region which occupies multiple mountainous and upland
areas incised by steep river valleys, [11.5 million or, 17.5% of the total population are located.

///{ Comment [NR1]: Repeated above

This is followed by the Southern region (8.9 million, or 13.5% of the total population). In
2010, the whole kingdom covered 76 provinces, 928 districts, 7,416 sub-districts and 61,032
villages. Among all provinces in Thailand, Bangkok was identified with the largest
proportion of the population (8.2 million or 12.6% of the total population). From the whole
kingdom perspective, the latest population and housing census carried out on September 1,
2010, recorded Thailand with 65.5 million people living in 20.5 million households. This
compared to only 8.4 million households during the 1980 Population and Housing Census,
when there were 44.8 million people living there. 95.1% of the recorded population in 2010
were Thais (62.3 million) and 51.0% were female (33.4 million). Thailand was, accordingly,
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ranked as the fourth largest in population size in Southeast Asia, after Indonesia (240
million), the Philippines (92 million), and Vietnam (88 million), respectively (NSO 2012, 14-
15). Thailand was also experiencing a fertility transition and transformed into an aging
society as the country modernised from the pre-modern era, traditional agrarian economy.

Given the above, one would expect to find a changing family system and weakening
family ties in Thailand. Relying upon documentary research of existing archives, this chapter
accordingly aims to investigate whether there were changes or continuities in family
composition and care relations. The analysis is made against the backdrop of modernisation
and economic development, based on the hypothesis that the current transitions in care
relations were spill-over effects of modernisation, which are not necessarily being addressed
by social policies.In addressing the literature gap in family relationships by providing a nexus
of different perspectives — cultural, demographic, socio-economic development and political
— that were intertwined with care relations, this chapter is divided into six sections. Before
turning to the changes in family composition and care relations in Thailand, it provides
cultural, socio-economic and demographic background, which is followed by changes in
policy and legislation relevant to care relations in Thailand. The concluding remarks are
provided in the final section.

1. CULTURAL BACKGROUND

1.1 Culture and customs

As mentioned earlier, the 2010 Population and Housing Census recorded 95.1% of the
population in Thailand as being Thais (NSO 2012). Despite the people there being mainly
ethnic Thai, Thailand was said to home to more than 70 other ethnic groups of diverse
history, dialect, physical appearance, culture and customs. The next largest ethnic group after
the ethnic Thais was found to be the ethnic Chinese (Ramsay 2001; Luengthongkum 2007).
Most of the non-ethnic Thais are descendants of immigrants to Thailand from around the
13"-14"™ centuries onward. They have been integrated through assimilation and acculturation
into Thai society. Such an integration process can be traced back to the early 1900s when
Thai nationalism prevailed. This is in addition to the common practice of inter-ethnic
marriage within the Thai people (Wongboonsin 2013).

Against the above-mentioned background, there are certain cultural values and customs
shared among different people in Thai society. Among them, these are inter-related and
relevant to family values and care relations:

Buddhism

Buddhism is the predominant religion practiced in Thailand. According to the 2010
Population and Housing Census (NSO 2012), Buddhists constituted up to 93.6% of the
population. About four percent of the population was Muslim residing mainly in the south
along the Malaysian border. Besides Christians, which were about two percent of the
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population, other religious groups include Taoists, Hindu and Sikhs. Animism also exists in
Thailand (Kitiarsa 2005; Wongboonsin & Chimmamee 2016).

Despite differences in religious belief, people in Thailand tend to share certain key
characteristics and core values, some of which are deeply rooted in Thai society. Among
them are hierarchy in interpersonal relations, both in terms of social position and age
perspectives, and of family values. Both are interrelated.

Hierarchical Society

Since the pre-modern period, hierarchy in Thailand explains relationships, particularly
in terms of authority, respect, protection, support and reciprocity expressed through rights
and responsibilities verbally, morally, or in deeds, between and among people in both the
intimate and public spheres. Besides a strong sense of relationship between super-ordination
and sub-ordination, seniority is widely recognized in Thai society (Wongsith 1991, 73).

Previous literatures maintain that parents ranked as superior in social position and age

in Thai society. Family was accordingly expected and institutionalised to be the cornerstone
of society and was expected to play an important role in childrearing. This was the case after
the Sukhothai period (1238-1438), according to Wongboonsin & Entz (1991). There was also
a general expectation for seniors to take care of the juniors and subordinates, and the latter to
be grateful and to take care of the seniors in return. In the relationships among family
members, Thai parents were accordingly expected to take care of their young children and to
be taken care by the latter when they turned old or frail. This was expressed in terms of
expected responsibility to support, in both cash and kind. Co-residence with elder parents was
also expected for at least one adult child (Knodel, Chamratrithirong & Debavalya 1987;
Wongsith 1991; Knodel, Chayovan & Siriboon 1996).

However, conflicting notions were found during 2000s regarding whether it was to
prioritize the elderly or the children at times of limited resources. As Thailand was ageing
and moving further towards an aged society, society became concerned about the
sustainability of the welfare system as the proportion of the elderly increases. Anti-ageism
and social equity become a focus in discussing the issues of fair and equal distribution of
resources and opportunities among different age-groups (Hanvoravongchai 2008, S79-S82;
Prasartkul, Chuanwan & Thianlai 2012). In 2016, there was also a campaign mounted on the
International Day of Older Persons raising awareness of the contribution of older people in
social development, with a view to prevent ageism in the future.

Notions of ‘merit,” “‘demerit’ and ‘gratitude’

According to Wongsith (1991, 72-73), the Thai people generally adhered to ‘merit’ and
‘demerit’ notions. The former was especially connected to the notion of gratitude, which was
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another core cultural value called “ygyaa (bunkun) in Thai society, while the lack of it

reflected a demerit. The bunkun core value applied throughout a person’s life cycle in both
intimate and public spheres. It was not bound to time or distance, according to Komin (1991).
At the intimate sphere level, it was connected to family value, and encompasses filial piety.
However, variations in practice existed to a certain extent. Some argued that they tended to
be subject to modernization, as reflected in those between rural and urban areas, while others
saw little difference (Wongsith 1991; Knodel 2009; Knodel & Chayovan 2009).

1.2 Gender role in family relations

Thai culture viewed generational coresidence as part of filial piety. During the 1990s,
co-residence with elder parents was expected for at least one adult child in Thailand (Hareven
1996). Filial caregiving in Thailand was also facilitated through quasi-coresidence.
According to Ofstedal, Knodel & Chayovan (1999), the latter referred to a separate residence
adjacent to, or within the same compound/building as the parents’ residence, or within a
distance that allowed daily visits between them.

Among the elderly living with any children was conditioned on availability; Ofstedal,
Knodel & Chayovan (1999) found the highest incidence of these were living with single adult
daughters (63.3% of the samples). This is followed by those living with single adult sons,
married adult daughters, and married adult sons (58.2%, 40.4%, and 23.7% of the samples,
respectively). An in-depth interview with key informants who defined themselves as
unmarried between 30 and 44 years of age and residing in Bangkok Metropolitan, found them
spending their time looking after their elderly or frail parents considering themselves unlikely
to get married and prioritizing their elderly parents above a married life (Wongboonsin
Sukontaman, Pothisiri & Kowantanakul 2013).

Among the elderly living with married children, the 1995 survey documents a slightly
higher proportion living with married daughters (67.1% of the samples) than married sons
(57.4%), according to Ofstedal, Knodel & Chayovan (1999). Accordingly, from the
perspective of post-nuptial coresidence, one may note that the above findings from the 1995
Survey of the Welfare of the Elderly in Thailand seemed to support the evidence of previous
studies on matrilocality as a predominant pattern of the family systems in Thailand (Podhisita
1984; Bentley, Pietrusewsky, Douglas & Atkinson 2005; Bowie 2008). This was the case
despite other studies arguing for the existence of patrilocality and bilateral family systems
there (Pongsapich 1990; Besaggio et al. 2007; Pongsapich 1990).

1.3 Child preferences

Prachuabmoh & Knodel (1977) analysed a national longitudinal survey conducted in
1972 — 1973 by the Institute of Population Studies, Chulalongkorn University and found that
most Thai urban people, both Chinese and Thai ethics, preferred to have sons to daughters.



Son preference was more clearly in evidence among men than among women, given the
mean ideal numbers of sons was higher among men (2.16) than among women (1.81). The
mean ideal numbers of daughters was less than those of sons, amounting to 1.54 and 1.58
among men and women respectively. Regarding the ethnics, son preference was more
pronounced among the Chinese than the Thais. In addition, the desire to have mixture in the
sex composition of children, especially in large families, was found in society which
coexisted with a tendency for son preference.

Later on, Wongboonsin & Ruffolo (1995) argued that there was no sex bias in child
preferences there. The notion is based on an application of Coombs scale on these indicators
(Coombs 1974): sex combination preference among women with two children, the percentage
of second-birth intervals below 3 years old by the sex of the first birth, or the sex ratio of
child mortality. The findings support previous studies during the 1980s, including
Kamnualsilpa, Chamratrithirong & Knodel (1982) who maintained that a couple tended to
continue child-bearing if their first two children were of the same sex in the hope of a child of
the other sex.

2. SOCIO-ECONOMIC BACKGROUND

2.1 Modernisation and economic development

Thailand underwent a remarkable transformation from a rural-based subsistence
agrarian economy of 8.27 million people as recorded in the 1% nationwide population census
in 1911, to industrialisation and urbanisation after the postwar era. Real GDP increased 19
times from 1961 to 2010 along a growth-orientated economic model, followed by a human
resources development approach (Wongboonsin, Sermcheep & Srisangnam 2012, 2-3).

The 11" 5-year National Economic and Social Development Plan (NESDP) of 2012-
2016 was written with the aim of enabling Thailand to climb up the development ladder to
become a high-income, country with well-balanced development, and a sustainable
sufficiency economy; the plan envisioned “a happy society with equity, fairness and

2 Thailand’s 1% census was called the “Household Survey 1911.” It was carried out by the Ministry of Interior.
Even though the census was organised in 1909 and data collection took place over a period of time, the
reference time period for all data documented in the 1% census was assigned to 1 April 1911. Similarly, the
reference time for the 2™ -5 censuses, or household surveys by the Ministry of Interior were assigned to 1
April 1919, 15 April 1929, 24 April 1937 and 25 April 1947, respectively. The 6" census, called the “Population
Census 1960 was carried out by Central Statistical Office, National Economic and Social Development Board
(NESDB), with the reference time of 25 April 1960. This was in accordance with the United Nations’
recommendation for the national census to be undertaken every 10 years in the year ending with 0 (zero) for the
purpose of international comparison. Thailand started conducting the 1% housing census simultaneously with the
population census, with the reference time of 1 April 1970, “Population and Housing Census 1970 or the 7
census in short. The reference time for the 2010 Census was 1 September 2010. The 2010 Census represents the
11" round and marks the 100 year anniversary of the first Thai census. As in many countries, each census is said
to undercount the population. For example, according to Grabowsky (1993, 58), the 1% — 5™ censuses each
undercounted the population by 5-10%.



resilience” (NESDB 20123, ix). It was a medium-term strategic plan aimed at achieving the
vision of the year 2027, which was that “Thai people are proud of their national identity, in
particular hospitality.” This was partly to deal with the emerging challenges of a sustained
welfare system in the aging society of consumerism, and the resulting increase in public
health expenditure at the expense of other investments (NESDB 2012a; NESDB 2012b).

This particularly referred to the concern that Thailand would get old before getting rich,
particularly from the demographic dividend perspective of deficit life cycle income. As
reflected in the study by Phananiramai & Chawla (2007) using information from the National
Transfer Flow Account during 1981-2004, the average consumption per capita was higher
than the average income per capita for a life cycle (0-90 years), in other words, there was a
gap between income and consumption. The typical trend of people, at the individual level in
Thailand, was to consume, despite the lack of income, until the age of 15. The income of
Thai people tended to increase thereafter and to drop after the age of 60, when their income
declined gradually while their consumption kept on rising. This was so despite a surplus at
the national level, as the national income remained higher than rates of national consumption,
which was attributable to the universal welfare programmes related to health and social
services for all population groups. Furthermore, people in the workforce tended to be under
pressure due to work overload, from regularly working from 8 hours/day to 10 — 12
hours/day. Besides their health deterioration in general, their availability for the family was
infringed on a remarkable basis (NESDB 20123, 9).

In addition, the concerns raised were socio-structural problems across broad areas, -

including weakening social cohesion, particularly in the areas of child-rearing, elderly care
and the care-provision role of working-age family members. The result of these problems was
an increasing trend of the following: the increased proportion of school-age children adopting
risky behaviours including drug use, unprotected sexual activity, unintended pregnancy and
dropping out of school; the increased proportion of children who did not live with their
parents; the increased numbers of teenage pregnancies and abortions; the increased numbers
of low birth weight infants, particularly among teenage pregnancies; and the increased
numbers of abandoned elders and children (NESDB 2012a, iii, v; NESDB 2012b, 2-10).
These trends were supported by the 2013 report by the Office of Women’s Affairs and
Family Development (OWAFD), the Ministry of Social Development and Human Security
(MSDHS) on family solidarity in Thailand indicating that 74.5% of families nationwide
experienced weak family solidarity (OWAFD 2014).

These concerns were pronounced despite earlier empirical evidence against the
assumptions of declining intergenerational solidarity from a series of six nationally
representative surveys of older persons in private households. They include the 1986 Survey
of Socio-Economic Consequences of Ageing of the Population in Thailand (SECAPT)
conducted by the Institute of Population Studies, Chulalongkorn University. The 2011 Survey
of Older Persons in Thailand (SOPT) was the most recent one, following those conducted by
the National Statistical Office in 1994, 2002 and 2007, besides the 1995 Survey of Welfare of
the Elderly in Thailand (SWET).
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Based on an analysis of those surveys, Knodel & Chayovan (2009) and Knodel (2009)
suggest that intergenerational relations between elderly parents and their adult children
remained pervasive, and that filial material and financial support remained substantial, and
that desertion of elderly parents was quite rare. This was the case in spite of an increase in the
migration of adult children, declining co-residence and an increase in state support for older
persons. Larger remittances were found to be from adult children who had moved to urban
areas, especially to Bangkok, than from those who had moved to other destinations in
Thailand. In many cases, grandchildren and grandparents in the areas of origin took care of
one another. Besides this, there was a slight increase in non-monetary material support from
non-coresident adult children in the form of food, clothes or goods. Knodel & Chavovan
(2008) also find the elderly in Thailand living in better constructed houses with more
appliances and amenities. More interestingly, while 2007-2011 saw a decrease in adult
children as the main source of income, there was an increase in the %ages of elderly parents
giving money to their adult children. Knodel (2009) was of the opinion that the increasing
intergenerational solidarity was partly contributed to by the recent shift to universal old age
allowance coverage.

2.2 Urbanisation and migration

Urban growth, known as urbanization, accelerated dramatically in Thailand with the
beginning of industrialisation in 1970s. At that time, large numbers of rural people moved to
big cities in search of jobs and a better standard of living. These three phenomena -
urbanisation, industrialisation and migration — are important factors in causing the change of
living patterns in Thai society.

Due to industrialisation, the proportion of family businesses declined and family
members, especially the young generation, became more financially dependent on waged
employment outside the family (Mason 1992). Thus, there was a loss of parental power over
the younger generation, which resulted in the breakdown of joint households. In addition,
industrialisation created more employed jobs in an economy, which also increased the
number of women participating in the job market. This resulted in increased female labor
force participation in employed jobs. When the proportion of family-run enterprises
decreased, the cost of home production then increased. Any goods previously produced in the
household became more efficiently produced in factories, resulting in the increased need for
laborers in the factories and as a consequence the opportunity cost of maintaining wives as
full-time house-workers rises. Hence, a number of married women chose to participate in the
labor market instead of doing housework. This increased the ability and desire of the younger
generation to form separate households rather than to continue living with their parents.

Ubanisation caused a breakdown of multi-generational households. People in big cities
generally lived in a small place due to the high price of accommodation and lack of housing.
Thus, households in big cities, especially in Bangkok, were smaller than those in other areas.
Migration involved the physical separation of older and younger generations and resulted in
a reduction of multi-generational households in society.
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Apart from internal migration, international movement was another interesting issue. It
seemed unlikely to help in offsetting the impact of the population ageing as was the case of
Thailand. As the natural decline rate was expected to start in the early 2020s where the
number of deaths would be higher than the number of births, net migration at that time was
predicted to be very low, amounting to only 19,000 migrants per year (United Nations 2014),
which would not be sufficient to balance the changing demographic structure. International
migration was predicted to be on a downward trend; the figure was expected to be less than
one thousand migrants per year by 2100 (United Nations 2014).

Nevertheless, some people were still interested in migrating into Thailand, especially
those from neighbouring countries, i.e. Cambodia, Lao PDR and Myanmar. Their aim was to
search for employment opportunities and a better standard of living. These migrants may
have helped to relieve the problem of a smaller and older labor force for the next few
decades. However, one may note that these migrated people may be required to move back to
their home countries to re-participate in the labor force when the population of their countries
begins to age.

2.3 Education and employment

Education

Education became an important issue in Thailand in 1932 when the country shifted
from an absolute to a constitutional monarchy. The National Education Development
Schemes (NEDS) have been implemented since 1960. The first two NEDS (1960-1968 and
1969-1976) emphasised primary education, resulting in a drastic decrease of the primary
school dropout rate from 60% of total enrolment in the 1960s to 42% in 1997 (Sattar 1984,
11). The NEDS of 1977-1991 changed the structure of Thai education from 4:3:3:2 to 6:3:3
where six-year primary education was compulsory.

In the 1980s, universal primary education was an ultimate goal. Tertiary education was
also promoted considerably, so that private universities and colleges in the provinces were
allowed to establish institutions around the country for the first time. During this period,
however, secondary education was neglected to such an extent that, in 1990, the cabinet
approved, in principle, the extension of compulsory education from six to nine years. Almost
ten years later, the official nine-year compulsory education finally came about under the
enactment of the National Education Act 1999. The Act enforced parents to keep their
children in school until they had finished lower secondary schooling (Limanonda 2012).

In addition, education was one of the key factors causing the delay in marriage. A
number of research papers found that the higher the rates of female education, the lower the
fertility rate was. This was because well-educated women were likely to practise
contraception for longer periods than lower-educated women do. Cochrane & Nandwani
(1981) found that each additional year of schooling was likely to increase the women’s age at
marriage by a significant 0.24 year. In Bangkok, Limanonda (1989) found that well-educated
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women tend to get married at older ages compared to those with lower education. Another
reason for the decline in fertility was the changing economic value of children and the
associated decrease in the demand for children in modern society. The new creative economy
relied on manpower as much as the old resource-based economy.

Employment

As the world ages, the increasing proportion of older populations typically caused a
shrinkage in the size of the global labor force. It unintentionally forced businesses to hire a
greater number of older workers and forces the elderly to stay longer in the workforce. This
was happening in Thailand. The labor force participation rate of ageing people was increasing
over recent decades. The Labor Force Surveys (LFS) revealed that the proportion of
economically active elderly people in Thailand’s labor force was 7.0% in 2006, increasing
from 3.7% and 5.1% in 1986 and 1996 respectively. In other words, approximately one-third
of Thai senior citizens were found in the workforce in 2006 (Ministry of Labor 2007, 35-37).
Thailand’s elderly labor-force participation rates were higher if compared with most
developed countries, but were low when compared with the rates in Africa and Oceania as
showed in Table 3.1

[Insert Table 3.1 here]

Fujioka & Thangphet (2009, 5) identified a dramatic decrease in Thailand’s labor-force
participation rates at the age of sixty, which was the legal retirement age in the public sector
and state enterprises. In 2005, there were 80.8% of people aged 50-59 participating in the
workforce; the percentage dropped to only 38.8 among people aged 60 or above. The number
of elderly employed was still high compared to other developed nations. The main reasons of
high labor-force participation rate among the ageing population were (1) improved health that
allowed people to work longer and (2) expanded employment opportunities as a result of
labor shortages. Most elderly workers were in the informal and agricultural sectors, where
there is no formal age of retirement (NESDB 2009).

Labor Force Surveys (LFS) revealed that, besides the above notion of the increasing
share of the elderly in the workforce, nowadays female elderly persons were also increasingly
active. Figure 3.1 shows that 26.4% of the female elderly were found in the labor force in
2005. The statistics increased to 26.8% and 27.5% in 2007 and 2010, respectively. Part of the
explanation was that they intend to relieve their family’s financial problems (Ministry of
Labor 2007). Self-employment and family-operated businesses were the most preferred jobs
for Thai elderly persons due to work flexibility. Besides, well-educated persons had a higher
probability of employment and earned higher wages than poorly-educated persons.



[Insert Figure 3.1 here]

Regarding areas of residence, it was found that people in the South are most likely to
work beyond the age of sixty; approximately 43.7% were economically active in 2007
compared to 20.9 % in Bangkok (Keeratipongpaiboon 2012). One of the main reasons for the
difference in the number of elderly employees between Bangkok and other regions was job
characteristics. Agricultural jobs i.e. fishery and rubber plantation in the South and rice
farming and livestock in the Central, North and Northeast naturally allowed people to work
beyond the official retirement age. Most people in these four regions worked on their own
account and many of them were active until their 70s or 80s, unlike those in Bangkok who
mainly worked in the formal sector and were usually asked to retire when they reached the
age of 55 or 60.

3. DEMOGRAPHIC BACKGROUND

3.1 Fertility, life expectancy and mortality

Based on the 2010 national census (NSO 2012), Thailand had a population of 65.98
million persons on 1 September 2010, of which 50.9% were female and 49.1 % male, with a
sex ratio of 96.2 (males to 100 females). As shown in Figure 3.2, despite the fact that there
has been an increase in the number of the population over time, the annual growth rate of the
population was declining from 3.2% in 1960 to around 2% in 1990 and to 0.8% by the time
the 2010 national census was conducted. The population in Thailand had been only 8.2
million in 1911 and increased slowly during WW | at 1.2% annually to 9.2 million in 1919.
During WW 11, the annual growth rate of population dropped dramatically from 2.9% in 1937
t0 1.9% in 1947 when Thailand had 17.4 million people.

[Insert Figure 3.2 here]

Few decades ago, a number of countries in the world experienced a demographic
transition from high to low levels of fertility. In most developed countries, their fertility rates
fell and remained below the replacement level. In less developed countries, the fertility rates
have declined rapidly, which many of them already reached the replacement level (United
Nations 2013). Thailand was one of the countries facing a drastic decline in the fertility rate.

As shown in Figure 3.3, this chapter argues that Thailand’s fertility transition can be
divided into five phases: Phase I, high fertility (before 1961); Phase Il, the beginning of the
fertility decline (1961 — 1971); Phase Ill, sharp fertility decline (1972-1996); Phase 1V, below
the replacement level (1997-2016); and Phase V, around the replacement level (2017
onward).
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[Insert Figure 3.3 here]

During Phase | of the fertility transition, before 1961, the total fertility rate (TFR) was
very high, amounting to more than six births per woman. According to the national census,
Thailand’s TFR started to decline during 1961-1971, albeit at a very low extent. Thereafter, it
declined rapidly, reaching the replacement level in the 1990s with a further decline to 1.82
births per woman in 2000. According to the United Nations (2014), Thailand’s TFR, which
was 1.41 children per woman in early 2000s, was forecast to reach the lowest point at 1.36
children per woman by the year 2020, and to increase gradually thereafter, due to population
momentum to 1.82 children per woman in 2100.

The evidence revealed that the TFR of the South was higher than other regions,
amounting to 2.25 births per woman in 2000 compared to 1.17, 1.53, 1.76 and 2.15 births per
woman in Bangkok, the Central region, the North and the Northeast respectively. It was
noticed that the fertility rate of the North decreased quite sharply, dropping from 6.47 births
per woman during 1964-1965 to 3.74 during 1974-1976. This was because an unofficial
family planning programme was introduced in the Northern areas, i.e. Chiang Mai province,
prior to other regions. Beginning in the early 1960s, the northern people learnt about
contraception, prior to the implementation of the government’s Voluntary Family Planning
Programme in the year 1970 (Wongboonsin 1995).

According to the United Nations (2014), the life expectancy at birth in Thailand is now
on an upward trend. It was as low as 51.6 years in 1950-1955 but the figure increased
gradually to 73.3 years in 2005-2010. Assuming the medium variance, it was expected to
increase to 80.5 years by 2050 and 86.4 years by 2100. Similarly to other countries, the life
expectancy of Thai females tended to be higher than that of males. In 2005-2010, the life
expectancy at birth of Thai women is 77.2 years, while that of men was only 71.0 years.

The increase of longevity was due to interacting factors. First, medical advances
enabled people to live longer. People lived in closer proximity to healthcare services, which
likely lowered the risk of death due to serious illnesses and diseases, compared to those in the
past. Second, technological innovation resulted in better quality food. This in turn resulted in
a better quality of life. Third, people were more likely to focus on their well-being as could
be seen from the boom in the fitness business and the supplementary food market
(Keeratipongpaiboon 2012).

The infant mortality rate in Thailand decreased dramatically over these few decades. In
1950, there were 119.7 infant deaths per 1,000 live births. Due to medical advances, the rate
decreased to 11.8 by 2010 and is expected to be 2.3 by 2100. Similarly, the under-five
mortality rate decreased drastically from 177 to 14 deaths per 1,000 live births during 1950-
2010; it is forecast to be three deaths by 2100. Considering the crude death rate (CDR), it
gradually decreased from 14.9 to 7.1 deaths per 1,000 populations during 1950-2010 (United
Nations 2014). However, the CDR started to increase after the year 2010 due to the higher
frequency of death of aged people, not the deterioration of medical services.

11



The 1996 national mortality data indicated that approximately half of Thai elderly
people died because of senility. It revealed that heart diseases and cancers were common
causes of death. The number of old persons who died from diabetes, kidney and liver
diseases, paralysis, and pneumonia was on an upward trend. The increasing number of elderly
deaths was potentially a consequence of changing lifestyles and dietary practices among Thai
people. Modernisation transformed people’s lifestyles, leading to (1) a change of eating
patterns, from consumption of cereal-based and low-fat food to more animal products, fats
and sugars, and (2) a change of working patterns, from non-stationary to sedentary styles
(Keeratipongpaiboon 2012).

In reality, it cannot be concluded that in the future people who live longer will stay in
better health. However, the increasing number of older persons will undoubtedly increase the
demand for healthcare services. The situation of the ageing population, therefore, determines
the supply of health services. If the period of morbidity associated with older age can be
delayed or compressed, demands for healthcare services will be correspondingly reduced.

3.2 Proportion of older people and children and dependency ratio”

The demographic structure of Thailand has changed rapidly. The number of children
and working-age people is now on a downward trend at the same time, the number of elderly
persons is on an upward trend. The proportion of children in Thailand was 19.8% in 2010 and
it is expected to be 12.8 % in 2040; during the same period, the proportion of working-age
persons is projected to decrease from 67.0% to 55.1%. On the other hand, the proportion of
the population aged 60 or over to total population was 13.2% in 2010. The figure is projected
to reach 32.1% by 2040. By that time, the old-age dependency ratio is expected to be 58.3%,
which implies that two working persons will have to take care of one old person (decreasing
from seven persons in 2000). Table 3.2 shows the numbers and proportions of the population
in Thailand during 2010-2040. Table 3.3 further reveals the estimated and projected
proportions of Thai elderly persons and old-age dependency ratios by region during that same
period of time.

[Insert Table 3.2 here]
[Insert Table 3.3 here]

Recently, the proportion of elderly people and the old-age dependency ratio of the
North was the highest compared to other regions. In 2010, the ratio of the elderly living in the
North was 15.5 % and the old-age dependency ratio was 23.8%; while the ratios of Bangkok,
the Central, Northeast and South regions were 13.4%, 19.7%, 23.0% and 18.7%, respectively.
The North will be a region with the highest old-age dependency ratio for some decades. It is
projected to reach 40.3% by 2020, which is higher than the country’s average of 29.8%. The
total fertility rate of the North decreased sharply from 6.4 births per woman during 1960-
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1964 to 4.7 during 1970-1974. On the other hand, Bangkok and its vicinities have, and are
expected to have, the lowest elderly proportion and old-age dependency ratio over the next
three decades. This is because a number of people, especially among the young generation,
are migrating to such areas for employment opportunities and, probably, for a better standard
of living.

In 2010, not all provinces in Thailand were ageing; there were nine of 77 provinces
below the threshold of 10% elderly at aged 60 years and above. It will continue to be so until
2030 when all provinces will have the percentage of elderly persons above 10% of the total
population. At that time, 69 provinces will be aged as the proportion of their elderly
population being over 20%, and the other eight provinces will be in the ageing category as
the proportion of their elderly population ranging between 10% and 20% (Figure 3.4).

[Insert Figure 3.4 here]

The estimates show that the province of Chai Nat had the highest old-age dependency
ratio in 2010 (31.5%); while, the province of Samut Sakorn had the lowest old-age
dependency ratio at 10.7%. In 2030, Uthai Thani and Chonburi are projected to be the
provinces with the highest (77.3%) and the lowest (23.1%) old-age dependency ratios in
Thailand. It should be noted that some provinces, i.e. Phuket, Rayong, Samut Sakorn and
Krabi, are also projected to have relatively low old-age dependency ratios in the next three
decades. This is contributed to by an emerging economy which attracts in-flows of the young
workforce for employment opportunities (Table 3.4).

[Insert Table 3.4 here]

3.3 Family/Household composition and size

The concept of family and household in Thailand is interchangeable. Some may
colloquially refer to the latter as krobkrua (aseuas), a kin group living in the same residence

and sharing day-to-day activities. Accordingly, one may interpret the concept of family in
Thai society broadly, beyond just a group consisting of parents and their children. The
members of the family may include parents and children, grandparents both maternal and
paternal, uncles, aunts, in-laws, and grandchildren. In some families, non-relatives such as
workers or maids who have lived in the house for an extended period of time may be counted
as family kin (Jiumpanyarach 2012).

Based on the conventional modernisation theoretical framework, one would expect
extended families to prevail in a pre-modern society, and to decrease as the people in the
society become oriented to modernisation, when industrialisation, urbanisation, geographical
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as well as occupational mobility turn families to nuclearise and households to downsize, neo-
localise and become solitary (Goode 1963; Cowgill & Holmes 1972).

Thailand was an example of a developing country, where the modernisation thesis
could only partially explained the situation of families. Thailand underwent a modernisation
process in both socio-economic and demographic terms, as reflected in transformation from
the pre-modern era of being a traditional agrarian society to modernity while also turning into
an aging society. The socio-economic and demographic development during the past decades
joined with changes in family composition and intergenerational family relationships to an
extent while certain family cultures were maintained. The following lists the key
characteristics of families in Thailand:

1) The changes were NOT that Thailand transformed from extended to nuclear
families, as one may have expected. Up to 2010, nuclear families prevailed in both rural and
urban areas, albeit in a decreasing proportion after 1980 when that of extended families was
on a slow rise.

2) While multi-generational households remained relatively constant in proportion,
1980 was identified as the turning point towards these new trends:

a. Decreasing household size

b. Decreasing prevalence of male-headed households

c¢. Declining number of children per household on average

d. Increasing numbers of older persons per household on average
e. Increasing trend of skip-generation households

f. Increasing trend of one-generation households, including those with just the elderly
and their spouse

g. Declining trend of two-generation households

h. Thai elderly mainly living in an extended family household, but a declining trend of
those in three-generation households

The details of the analysis are provided below.

Nuclear family prevalence, extended family households on the rise

In the pre-modern period, literature provides an evidence-based notion that Thai people
lived in nuclear families in small villages. Each family size was about 3-5 persons
(Grabowsky 1993, 27; Podhisita 2011; Wongyannava 2011, 36-54).

According to Prachuabmoh, Knodel, Prasithrathsin & Debavalya (1972, 14-16), during
the late 1960s and the early 1970s, when the average size of the households increased to 6.2
across the kingdom, the nuclear type of families was still made up the majority of
households, 63.8%, 63.6%, and 56.1% of total households in the rural, urban, and Bangkok
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metropolitan areas based on a longitudinal study of social, economic, and demographic
change. The notion referred to that comprising husband and/or wife with unmarried children,
if any, but at least two persons in total. Unmarried relatives at the generation level of the
children may be present as non-related persons.

Among the extended family types of households, stem families were more common
than joint families, according to Thailand’s National Statistical Office (NSO 1970-2000,
2010). The former were those with husband and/or wife with one married child and/or one
married grandchild and possibly another unmarried child and grandchild. Unmarried relatives
at the generation level of a child or a grandchild as well as a non-related person may also be
present. The stem-family type of households accounted for 19.5%, 17.2%, and 17.5 % of total
households in the rural, urban, and Bangkok metropolitan areas. Joint families were those
with husband and/or wife and at least one other married relative (usually a sibling) at the
same generation level. Unmarried children or grandchildren may also be present as well as
unrelated persons. There were also stem-joint families, which refer to those with husband
and/or wife with two or more married children and/or two or more married grandchildren, or
those with husband and/or wife with at least one married or unmarried relative (usually a
sibling) at the same generation level and at least one married child or grandchild, according to
Prachuabmoh, Knodel, Prasithrathsin & Debavalya (1972, 16). There were more stem-joint
families in rural areas (9.0%) than in urban and metropolitan areas (1.2% and 3.8%,
respectively). The household size ranged from one to more than nine persons Prachuabmoh,
Knodel, Prasithrathsin & Debavalya (1972, 16).

Based on data from the NESDB (2017a), Figure 3.5 shows an increase in the proportion
of nuclear families® to 70.6% of the total number of families in Thailand in 1980. Then, it
decreased continually to 67.6%, 60.3%, 53.9%, 52.3% and 48.3% in 1990, 2000, 2005, 2010,
and 2015, respectively. This compares to a steadily increasing proportion of extended
families from 25.2% in 1980 to 26.2%, 29.6%, 34.5% in 1990, 2000, and during 2005-2010,
respectively. In 2015, the proportion of extended families decreased to 32.9% of the total
number of households in Thailand. This is due to a drastic increase of one-person households,
which rose from 4.2% in 1980 to 6.2%, 10.1%, 11.1%, 12.6% and 18.3% in 1990, 2000,
2005, 2010 and 2015, respectively.

[Insert Figure 3.5 here]

Smaller, more female-headed and older family households

Considering the family size shown in Table 3.5 from 1980 up to 2007, one would argue
that Thai families reached the turning point towards downsizing, from 5.2 persons on average
in 1980 to 3.3 persons during 2006 and 2007. According to the 2010 Population and Housing

% An extended family was categorized into three types: (1) a family comprising a family head and spouse, (2) a
family comprising a family head and spouse and children, and (3) a family comprising a family head and
children.
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Census (NSO 2012), the average size of a private household kept on decreasing further to 3.1
persons.

The decreasing family size was attributable to the fact that the people in Thailand
tended to have fewer children and to live separately from their parents. Table 3.5 also reflects
a declining number of children per household. In 2007, there were only 0.8 children in one
family, compared to 1.3 in 1988 and 0.93 in 2000. Meanwhile, as Thailand was becoming an
ageing society, the number of older persons in a family was on the rise. On average, 0.5 older
persons were found in Thai families in 2007, an increase from 0.4 and 0.3 persons in 2000
and 1988, respectively.

The average age of the family head was also increasing. It was 45.5 years in 1988,
rising to 48.5 years and 50.7 years in 2000 and 2007, respectively. Furthermore, despite the
prevalence of male-headed households, the decline in their share from 79.87% to 68.33%
during 1980 and 2007 implies that women had a more prominent role in leading families in
Thailand (Table 3.5).

[Insert Table 3.5 here]

Decreasing two-generation and increasing one-generation households

In the past two decades, the living patterns of Thai families were also clearly changing.
Previously, people tended to live alone or just with their spouse. The national survey reveals
that one-generational households increased dramatically from 17.3% in 1990 to 30.6% in
2007, of which 11.2% were one-person households and 19.3% were households comprising
only a household head and his/her spouse.

The proportions of people living in multi-generational households were continually
decreasing as can be seen from Table 3.6. The percentage of two-generational households
dropped from 62.2 in 1990 to 49.8 in 2007. The evidence shows that about 40% of two-
generational households were nuclear families (defined as head/spouse and their children).
Another interesting finding was a drastic increase in the number of skip-generation
households in Thailand; more children living with just their grandparents compared to those
in the past. In this pattern of living, there was no middle generation because of either
migration or death. In 1990, approximately 2% of Thai households were found to be
grandchildren-grandparent households; however, the figure increased twice to 4% and 7% in
1998 and 2007, respectively. It was expected to increase continually as migration was still a
trend in Thailand. Such skip-generation households were more likely to be found in the
Northeast rather than in other regions. In 2007, about 15% of Thai elderly people in the
Northeast lived in a skip-generational household compared to 2.1%, 8.6%, 12.4% and 8.9%
of the elderly living in Bangkok, the Central, the North and the South, respectively. These
were some possible explanations: (1) the trend that people have no or fewer children, (2) out-
migration of young adults, (3) back migration of urban retirees from big cities to their
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hometowns, and (4) the expansion of HIV/AIDS in this area in the 1990s (Fujioka and
Thangphet 2009, 25).

[Insert Table 3.6 here]
[Insert Figure 3.6 here]

While the proportion of the elderly living alone in a household rose from 3.6% in 1994
to 10.4% in 2014, as shown in Figure 3.6, Keeratipongpaiboon (2012), argued that the
majority of Thai ageing people (more than 60%) were still in the extended family, implying
that the family relationship between the old and the young was still close| The average
household size of Bangkok was the smallest (3.2 persons in 2004) compared to other regions.
Table 3.7 shows that the two-generational household was a prominent living arrangement for
older persons in the capital city. However, the proportion of elderly people living with just
their spouse increased from 11.0% in 1990 to 15.6% in 2007 and the proportion of one-
person households increased more than twofold from 3.30% to 7.40% over the same period.
In the meantime, the percentage of elderly persons in three-generational household decreased
continually. Nevertheless, the three-generational household was still a prominent living
arrangement for elderly persons in the Central and the Northeast (about 35-40% of the elderly
in these regions living in households comprising three generations); meanwhile, the one-
generational household was a prominent living arrangement for the elderly in the North as
31.4 % of them were found in such households in 2007.

[Insert Table 3.7 here]

Living patterns of the elderly in the South did not change greatly over these two
decades. One-third of them live in three-generational households and one-fourth stay in two-
generational households. The evidence also showed that the percentage of elderly persons
living in skip-generation households was on a downward trend, dropping from 12.1% in 1998
to 8.9% in 2007. On the other hand, the ratio of one-generational households was on an
upward trend, increasing by 5.9 percentage-points during the period of 1990-2007. This is
mainly because the southern elderly people tend to live in head-and-spouse households. In
2007, about one-fourth of all senior citizens in the South were found in this living
arrangement, a ratio which was much higher than for other regions (Keeratipongpaiboon
2012).

3.4 Marriage and Divorces

People in Thailand during the past few years tended to stay single compared to those in
the past. Based on the census, the proportion of singlehood at age 45-54 increased from 1.95
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% for males in 1970 to 8.76% in 2010. For females, it rose from 2.77 % to 8.84 % during that
time (Figure 3.7). Given the unlikeliness for the single female population in this particular
age group to be get married, one may expect them to be permanently single throughout the
rest of their life.

[Insert Figure 3.7 here]

The young generation tended to live independently from their parents; they aimed to
live on their own without creating any new financial dependants along the so-called ‘Single
Income No Kid (SINK)’ lifestyle. A number of young couples were also living with the
pattern of ‘Double Income No Kid (DINK)’, causing a significant decrease in Thailand’s
TFR (Wongboonsin 2010). The increasing DINK and SINK trends during 2001-2013 are
reflected in Figures 3.8

[Insert Figures 3.8 here]

The percentage of ever-married women aged between 15 — 49 years old decreased from
71% in 1960 to 68% in 2000 and continued to decrease to 67% in 2010 (NESDB 2012b, 10).
On the other hand, the proportion of women aged 50 and above who have never married has
increased from 2.3% in 1960 to 5.8% and 7.6% in 2000 and 2010, respectively.

Delayed marriage was evidenced in the Population and Household Census of Thailand
with the mean age of first marriage increasing from 24.4 to 27.2 years for men and 22.0 to
24.0 years for women during the period of 1970-2000. The evidence also showed that in
2010, the percentage of never-married women aged between 20-24 years old was 56.0,
increasing from 48.2 in 1990 and 38.0 in 1970. For those aged between 40-44 years old, the
percentage was 9.3 in 2000, increasing from 7.0 in 1990 and 3.0 in 1970 (Prachuabmoh &
Mithranon 2003).

According to the marriage and divorce registration data of the Ministry of Interior, the
divorce rate of Thailand increased continually from 3.7 couples per 1,000 households in 1996
to 5.3 couples per 1,000 households in 2008 (NESDB 2012b, 11). Despite the possibility of
the data being under-reported®, family disintegration was expected to affect other social
problems in Thailand.

Mahaarcha & Kittisuksathit (2009) found that the children of divorced families were
less likely to enrol in school than those living with married couples. Parental divorce

4 Previous studies argued that marital unions in Thailand were complex. They included legal registration, ‘de
facto’ and/or religious marriages, while co-habitation was also a trend (Cherlin & Chamratrithirong 1988;
Richter & Podhisita 1992). According to the Marriage and Family law in Thailand, which was governed by the
Civil and Commercial Code book 5, 'de facto' marriages, religious marriages, nor same sex marriages, were
recognized. Previous studies also maintained that divorce was common in Thailand (Richter & Podhisita 1992;
Knodel, Debvalya, Chayovan & Chamratrithirong 1984). Based on the above notions, those not legally
registering their marriage did not register their divorce.
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typically disrupts family routine and affected ways of living of family members. Therefore,
they became more prone to social problems and economic hardships with less likeliness to
continue their studies.

4. CHANGES IN POLICY AND LEGISLATION

4.1 Five phases of policy regimes along demographic change

In Thailand, family composition was related to reproductive behaviour and
demographic structure. A shift in one dimension effected changes in others, particularly
through government policies, which in turn also affected intergenerational care relations
within the family and beyond. From the 1960s onward, Thailand was guided by the National
Economic and Social Development Plans (NESDP) to provide directions for development. So

far, a total of 12 NESDPs were implemented. They were regularly revised to keep up with the
challenges of time and progress. This section accordingly provides explanations for care
relations in Thailand through the lens of the NESDP and relevant policy measures affecting
fertility transition and care relations within family and beyond.

Phase I: High fertility (before 1961)

Given the above-mentioned slow population growth and the number of the population
being below twenty million people during the early 1940s as shown in Figure 3.1, it was
declared, by the then Prime Minister in 1942, that the country would need to have at least 100
million people in order to achieve national greatness. This was based on the notion of the
contribution of manpower as an important source of economic development. A number of
pro-natalist policy measures were then introduced. They were, for example, bonuses for large
families and incentives for those who had an early marriage. This policy measure was
intended to encourage Thai people to have children (Wongboonsin 1995). This was the case
when urbanisation was not much expanded and the migration rate was not high. As a result,
the population increased 3.2% annually to 26.3 million in 1960, and people tended to stay in
an extended family comprising three or four generations.

With regards to childcare, although the importance of childrearing was recognised,
there were no distinctive rules for childrearing practices. It was not until the first national
education plan was introduced in 1898 that a standardised childrearing plan for infants and
children’s education was formulated and the first government kindergarten school, La-or
Uthit School, was established. The first private schools with kindergartens were Rajini
School, Wattana Wittaya Academy, and Mater Dei School (Wongboonsin & Entz 1991, 1).

Phase Il Beginning of the fertility decline (1961 — 1971)
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The first plan was introduced in the year 1961, known as the First National Economic
Development Plan (1961 — 1966). The Plan focused solely on the promotion of economic
development, particularly on investments in infrastructure and public utilities services
(NESDB 1967a). During the First Plan, some scholars, academia and policy makers began to
realise that an excessively high population growth rate would bring about the adverse effects
of development as suggested by the World Bank Economic Commission. Therefore, three
government agencies namely the Ministry of Public Health (MoPH), the National Economic
and Social Development Board (NESDB), and the National Research Council (NRC) were
assigned by the cabinet to study the problems and facts of demographic changes in order to
initiate population policies for the country. However, a population target was not yet
mentioned and the government had no policy for controlling the number of births
(Wongboonsin 1995). Therefore, the country’s TFR was still high at the end of the Plan.

During the Second NESDP (1967 — 1971), the Voluntary Family Planning Programme
was implemented. The government placed more importance on the social aspect and focused
more on human resource development. Consequently, Thai people were eager to control birth
volumes and practised contraception as guided by government and non-government agencies.
The TFR therefore dropped to six births per women at the end of the Plan (NSO 1970). The
Second Plan additionally suggested that the country distribute development benefits to the
entire nation, in particular to the rural and remote areas. However, the result at the end of the
Plan was the massive relocation from the rural areas to the cities and rising unemployment
problems. A number of young people migrated to the big cities seeking better employment
opportunities. Unfortunately, a number of elderly parents were left behind with children in
remote areas. This was the beginning of the change of family composition and living patterns
(NESDB 1967b).

Phase I11: Sharp fertility decline (1972 — 1996)

The Third Plan 1972-1976 (NESDB, 1972, p. 41) set the reduction of population
growth as the 7" objective of the plan. While it was the first time for the NESDP to include a
population target, the plan also marked the inauguration of the National Family Planning
Programme to meet the target to decrease the annual population growth rate from the level of
3.0 % to 2.5 %. This shifting approach was based on population projections carried out by the
NESDB together with the Institute of Population Studies, Chulalongkorn University, and the
National Statistical Office prior to the Third Plan (NESDB, IPS & NSO 1970).

This development model continued up to the Seventh Plan (1992 — 1996), which
targeted a 1.2 % population growth rate by the end of the plan (NESDB 1977, 1982, 1987,
1992). Policy measures were accordingly introduced both to reduce the population growth
rate and to increase the quality of life for the population with better education and healthcare
systems. Compulsory education was extended from 6 to 9 years. Long-term policy on the
elderly was adopted. Thailand also started a monthly living allowance for the elderly in 1993.
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Revolution in reproductive behaviour nationwide was the result and the fertility rates reached
the replacement level in early 1990s (Knodel, Chamratrithirong & Debavalya 1987; Lee,
Walt, Lush & Cleland 1995, 64; Wongboonsin 1995; Knodel, Ruffolo, Ratanalangkarn &
Wongboonsin 1996).

Among others, there were policy measures to educate and to encourage people to
practise contraception nationwide. A Health-for-All policy was also adopted. Therefore,
Thailand experienced a gradual decline of TFR at the end of the Third Plan. The plan also
promoted economic growth in rural areas to reduce the gap in the standard of living and
income. This led to policy measures to diversify social, health and educational services as
well as manpower and employment development along with the first National Long-term
Plan of Action for the Elderly (1986-2001) (NESDB 1972, xiii-xvi).

In 1990, the Thai government also designated April 14 as the nation’s Family Day to
underline the role of the family as an important institution for the development of Thai
society. Moreover, the Social Security Act of 1990 mandated social security programmes in
Thailand to cover private enterprises employing at least one or more workers, civil servants
and self-employed professionals. Unemployed persons were not covered under the insurance
programme. The insurance programme covered a range of benefits including:

« Sickness or Injuries Benefit: free medical treatment at a registered hospital and cash
benefits for sick leave

« Maternity Benefit which consists of lump sum cash benefit for delivery

« Benefit for loss of physical organ and loss of physical or mental capacity to the extent
that such employee is unable to work: medical treatment and a cash benefit

« Death Benefit which consists of a funeral grant and survivors’ allowance

« Child Allowance, i.e. a monthly allowance paid to the first two children, under 6 years
of age, of the insured person

« Old Age Benefit: a lump sum or monthly pension. The insured person receives an old
age lump sum benefit or old-age pension benefit.

The pension system in Thailand was different for the private and public sector. The
compulsory defined benefits scheme for the private sector (establishments with one or more
employees) was called the Old Age Pension Fund (OAPF). This fund did not cover self-
employed persons, persons working in the informal sector, and teachers in private schools.
The Social Security Act defined the combined contribution rate for old age pension and child
allowance to be collected from 3 parties: employer, employee and the government, at a rate
which altogether did not exceed 9 % of wages (employer 4%, employee 4% and government
1%) (Government Pension Fund 2012).

With regards to childcare, the 1977 National Education Plan prioritized pre-school
education. The government had expedited and promoted pre-elementary child care and
training both in the formal and non-formal school systems through the establishment of
childcare centres or pre-school centres. Despite the government’s serious initiatives and
support, pre-school education was hindered by inadequate government budgets. It was the
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private sector that stepped in and filled this gap; a large number of pre-school centres were
founded for both charity as well as commercial purposes (Wongboonsin & Entz 1991, 1-2).

Phase VI: Below the replacement level (1997 — 2016)

The Eighth Plan (1997 - 2001) started shifting to a people-centred development
paradigm using a holistic and integrated approach to create a balance in the development of
the economy, society, and environment. Instead of a downsizing population target as in the
previous Plans, maintenance of the fertility rate at replacement level was planned. The family
planning project was withheld in the areas with low TFRs, while continued operating in the
areas with high TFRs. Yet, in practice, the restoration of the economy and reduction of the
impact of the 1997 Asian Financial Crisis was prioritised and continued in the Ninth Plan
(2002-2006). The 1997 Constitution covered child and youth development, while
emphasising early childhood education. Several programmatic initiatives for children and
families were accordingly launched to deal with child welfare and protection of the rights of
children. Moreover, there were policy measures to deal with poverty and to improve the
quality of life of people through the expansion of health services and better health insurance
(NESDB 2007, 1-2).

Due to rapid ageing and the declining proportions of children and working age

members of the population, an elder care regime was the focus of these policies. This was
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reflected in the Second National Plan for Older Persons (2002-2012), the 2003 Older Persons
Act, and the 2007 Constitution when sections relevant to care regimes were launched,
following the 1997 Constitutional provisions for the elderly with insufficient income to
obtain State supports, and the establishment of the National Commission on the Elderly in
1999.

The Second National Plan for Older Persons (2002-2012) provided strategies on long-
term care provision which covered a wide range of activities, including the promotion and
support of informal care within the family, the provision of health and social services in both
home/community and institutions, and the development of shelter/accommodation services,
and environmental adaptation. The 2002 National Health Security Act guaranteed all Thai
people the right to access quality health care services under the universal healthcare coverage
scheme. Currently, most elderly persons in Thailand can access free medical services under
this scheme. The National Commission on the Elderly, chaired by the Prime Minister was
established to follow up the implementation of the National Plan and to oversee the policies
and measures regarding older persons.

A child protection law was enacted in 2003. It covers child treatment, assistance, and
welfare protection, child protection funds, and proper behaviour promotion to maximise child
benefit without unfairness and discrimination. Child rearing, cultivation and development is
to be performed by the guardian in reasonable manner with regard to local customs and
culture, but to no less than the minimum standard as prescribed by the Ministerial Regulation.
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It mandated in Sections 52 that nurseries, primary shelters, assistance units, and development
and rehabilitation units were to be licensed.

The 2003 Older Persons Act stipulated that the elderly shall be entitled to protection,
promotion and support in various areas including medical and health services. A Parents
Allowance Scheme was also launched in 2003 by the Ministry of Finance to encourage
people to take care of their ageing, (financially) unproductive parents. Under the scheme,
those in charge of looking after their dependent elderly parents were entitled to acquire a
deduction in income tax, of 30,000 Baht per ageing person. In terms of spouses, income-tax
concessions are available in the case where a spouse and his/her parents were not self-
sufficient. Unemployment Benefit came into force on 1 January 2004. The laid-off insured
person would receive an allowance of 50% of wages for not more than 180 days in 1 year. In
2005, an Announcement of the Ministry of Public Health on Medical Service for the
Elderly stipulated for all hospitals to have an elderly clinic to serve as a special express
service channel for the elderly. Special hospital staff must also be provided to assist the
elderly while they were awaiting service.

The 2007 Constitution, Article 51, granted all persons an equal right to standard public
health service while Article 53 grants those over 60 years of age, without sufficient income
for living, the right to receive public welfare, public facilities and appropriate aids from the
State. In 2009, the Government initiated and implemented a universal monthly subsistence
allowance scheme, from which 6 million older persons without a pension can benefit to
sustain their well-being.

Beginning on 1 January 2011, employee benefits in the form of contributions made by
employers in relation to providing childcare facilities were exempted from Thai tax. The
exemption only applied to the employee’s natural children, as opposed to adoptive children,
and the childcare facilities must be licensed to operate as part of an employee benefit scheme
under the 2003 Child Protection Act.

It was at the end of the Tenth Plan (2011) when the concern on the changing
demographic trend towards an aging society coincided with that on the changing socio-
economic contexts, which could be expected to contribute to a further rapid pace in fertility
decline towards an ultra-low level in subsequent decades, caused by changing family patterns
and the changing lifestyle of individuals, as seen in a rising trend of double-income-no-kid
(DINK) families, and a single-income-no-kid (SINK) lifestyles. A further rapid pace in
fertility decline was expected to jeopardise the prospects for Thailand to reposition its socio-
economic development towards sustained international competitiveness in decades to come,
and to result in Thailand’s prematurely facing the challenge of “getting old before getting
rich” phenomenon. Those concerns led to the drafting of the Thai Population-Development
Plan Guidance for 2012-2016, which outlined an appropriate approach towards a population-
development plan in line with the 11th National Economic and Social Development Plan of
2012-2016 to address the issues of the first and second demographic transitions; the changing
social context into a risk society; changing attitudes and values of people at the individual
levels in the society into individualism; human development; and the first and second
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demographic dividends in the context of the ASEAN Economic Community (Wonghoonsin
& Pothisiri 2012).

In late 2012, the Population-Development Plan Guidance turned into a new population
plan as part of the Eleventh National Economic and Social Development Plan (2012-2016),
which envisions that all Thai citizens should be born with good prospects for a quality life.
They are entitled to public support for human development at all stages of life to enable them
to be the driving force of the country’s growth. It also envisions the role of the family and
communities in ensuring old-age financial security in a sustainable social welfare system.

The missions of the new population plan are threefold: 1) to promote reproductive
health at all ages of the population so as to contribute to quality births and to promote fertility
among married couples who are ready for childbearing; 2) to ensure appropriate development
for the population at all ages in physical, mental, intellectual, and ethic aspects; and 3) to
promote a post-retirement self-reliant approach along with family and community
engagement to allow for the provision of better quality social services with increased
coverage (NESDB 2012b, 13).

The Twelfth National Economic and Social Development Plan (2017-2021) also further
targets on the quality of the Thai population rather than on its quantity. One of the goals is to
prepare Thai people to live sufficiently and efficiently in the 21% century, by equipping them
with practical knowledge, enhancing their working and analytical skills, supporting their
health and wellness, and developing their mind and soul. The plan focuses on developing
people at every single age group while leaving no one behind (NESDB 2017b, 65-67).

Phase V: Around the replacement level (Future of Thailand)

The Office of the National Economic and Social Development Board along with other
governmental agencies were tasked to come up with a longer-term plan (10-20 years), with
human development strategies that were consistent with the changing economic structure and
the regional integration in Southeast Asia, or the so-called ASEAN Community. A 20-year
long-term population plan was accordingly being drafted. It was expected to cope with the
challenge of the TFR in Thailand being unlikely to increase beyond the replacement level in
the next 20 years. The size of the population was not expected to change too much but the
proportion of the working-age population would fall and that of the elderly population would
rise significantly (College of Population Studies, Chulalongkorn University 2015).

Based on the 2010 Population and Housing Census conducted by the National
Statistical Office, the Office of the National Economic and Social Development Board,
Thailand made a 30-year projection of population growth and forecasted that, by 2040, there
would be 20.5 million people over 60 years of age or equivalently 32.12% of the total
population. On the other hand, the number of people in the working age and that of children
are projected to decline from 42.74 million and 12.6 million in 2010 to 35.18 million and 8.2
million, respectively, in 2040. The TFR was projected to continue declining from the below
replacement level of 1.6 births per Thai women in 2010 to 1.3 in 2040. The demographic
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transition was seen likely to destabilise the Thai economy and society at large, hindering the
sustainability of long-term economic growth. Given the projection that the proportion of the
working-age population would fall from 63% in 2022 to 55% in 2040, the shrinking
workforce would negatively affect the economy as a whole, unless adjustments being in place
in terms of labor productivity and a structural shift towards technology and innovation-driven
production (College of Population Studies, Chulalongkorn University 2015).

The 20-year long-term population plan was also expected to address the adverse
impact of the future demographic transition on economic growth, old-age security, and Thai
families as a whole. This was based on the notion that without innovative policy
interventions, Thailand would inevitably have to absorb the adverse effects of the
aforementioned demographic change. The Thai economy would, accordingly, be expected to
experience (a) a slower economic growth, (b) an ever-shrinking workforce and (c) a higher
incidence of elder neglect (College of Population Studies, Chulalongkorn University 2015).

5. CARE RELATIONS

5.1 Child care

Role of Family and Kin

The traditional family-based childcare patterns shifted towards diversification,
involving profit and non-profit oriented providers in the public and private sectors since
1898, when the first national education plan was introduced and the standardised childrearing
plan for infants and children education was formulated in response to the recognition of the
importance of pre-school education.® Three major factors responsible for these changes were
(Wongboonsin & Entz 1911, 1996):

oA decrease in family size and an increasing recognition of the importance of
education, induced parents to send their children to schools rather than keeping them at home
to care for their younger siblings. Consequently, there was a shortage of older brothers or
sisters who could stay at home to care for younger siblings or help out with the housework.

¢ An increasing opportunity for women to work and earn cash income following the
expansion of the modern economy, therefore, creating a push factor for a decrease in child
care provided by non-working mothers.

o A trend towards a decline in the extended family structure, leading to a decrease in
child care provided by relatives when mothers work.

5 The first government kindergarten school was La-or Uthit (azeogiia) School. The first private schools with

kindergartens were Rajini (s1%f) School, Wattana Wittaya Academy (3muanenay), and Mater Dei School.
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Despite the changing trend towards diversification in childcare providers, available
empirical evidence during the past decades suggested that the majority of child care providers
for children of pre-school age were mothers and kin. A household survey of 1515 ever-
married women in Bangkok Metropolis in 1990-1991 finds mothers as the most preferred
choice for children below one year of age, compared to a few to prefer both parents. Kin,
particularly maternal grand-parents, are the alternative in case of the unavailability of
maternal care (Richter, Podhisita, Soonthorndhada & Chamratrithirong 1992). The general
perception in support of the traditional role of women in childcare was the major explanation.
Wongsith (1991) also found that childcare was the main role of mothers, followed by kin in
rural areas. While neighbors were also relied upon when mothers and relatives were
unavailable, distrust of nonrelative and formal care was found in Bangkok Metropolis
(Wongsith 1991, Richter, Podhisita, Soonthorndhada & Chamratrithirong 1992).

Role of State

In Thailand by 2017, there were a number of ministries responsible for the provision of
childcare. Among them were included, the Ministry of Public Health, Ministry of Education,
Ministry of Interior, Ministry of Labor, and the Ministry of Social Development and Human
Security. The latter served as the key agency responsible for providing social welfare services
to children.

The focus starts with welfare for the less privileged and protection for the vulnerable.
Child and youth welfare, protection and development in families and communities was a
form of service to enable children and youth to live happily with their families and
communities, to have a better quality of life, and to be provided with welfare protection.
Periodic surveys were carried out to locate children who were not properly brought up by
their families, and who were homeless, abandoned, abused or exploited. Social workers or
psychiatrists were also sent to accompany the police in the mission against child abuse and
exploitation. Child welfare protection police officers were, in addition, dispatched to monitor
and give advice to families and children in communities.

In the meantime, public, financial transfers to support pre-school children could be
considered very limited. According to the National Transfers Account for Thailand in 2011
by NESDB (2012) shown in Figure 3.9, the expense of young children’s consumption was
mostly financed by private transfers, when compared with public sources. This was
particularly the case for those in the 0-4 years of age group. Such an expense for young
children included education, health, and other needs.

[Insert Figure 3.9 here]

Role-sharing between the public and other sectors was part of the government’s

approach by 2017 towards the well-being of children and their families. Partnership and
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involvement of all sectors became the focus of the government. The government also relied
upon the so-called community-based, rights-based and people-centred approach of social
welfare management. To achieve this, each relevant ministry was mandated to develop and
strengthen social development networks participated in by all sectors at all levels and to
increase their potential to perform tasks with full awareness and responsibility to ensure
better coverage of services and activities. Among others, financial support and close
collaboration with the National Children and Youth Council, as well as the establishment of
Children and Youth Council at all provinces an umbrella of more than 60 Thai non-
governmental organizations across Thailand, were part of the efforts (See also below). It
aimed at involving children and youth in social development.

Role of Local Governments, Communities, and Other Not-for Profit Players

The key player in social welfare for children and women in the community was local
administrative organizations. The Tambon Administrative Organization, the key mechanism
at the sub-district level, was instituted with the authority to direct and oversee development
activities in their jurisdiction through their local offices. Besides their community
infrastructure and detecting social problems detrimental to the well-being and safety of its
people, this sub-district mechanism was in charge of social programmes for children under
their supervision.

Communities became one of the most important social units in Thailand. The role of
local communities in childcare was a governmental effort after the recent economic crisis.
This refers to a project to encourage them to establish Family Development Centres. The
project aimed at family empowerment, i.e. to establish caring and strong families as a basis
for economic recovery and to provide greater immunity to social problems.

As afore mentioned, the National Council for Child and Youth Development was an
umbrella of Thai NGOs dedicated to child and youth development. It has been established
since 1984, as a national coordinating body for child and youth development.

For the children and youths to be important stakeholders in society, this council and
its provincial and district counterparts served as a forum for them to voice their concerns on
youth-related policies, in cross-sector partnerships with the government ministries &
departments, sub-regional & provincial governments, as well as businesses (Thaiarry 2008)

Day Care Services by Profit and Not-for Profit Providers

According to a qualitative study in 1990-1991 by Richter, Podhisita, Soonthorndhada &
Chamratrithirong (1992), among the very small proportion of those relying upon non-kin
providers when mothers were unavailable, a live-in domestic helper was the choice for a
family of a higher socio-economic status, while a neighbour was the choice for blue collar
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families. Few years ago, informal employment of domestic help in childrearing included both
local and migrants, with the latter seeing an increase in demand (Anderson 2015). Among
key explanations were the growing middle class and economic expansion, dual-earning
families, and the decline of the extended family, according to Muttarak (2004). Some of these
domestic helpers were treated as “part of the family” or the so-called fictive kin while others
were on an employment contract via recruitment agencies. Lately, those in the latter group
were more professionally trained and so the costs were relatively high, ranging between
TB12,000-25,000 per month, eight hours a day, which was the legal working day for standard
workers.

Childcare centres in Thailand were provided both by profit and not-for profit
providers. Day care centres for children aged 0-3 years were less popular in Thailand. Part of
the explanation was that quality childcare centres remained limited there. During the past
decades, available childcare centres for children aged 0-3 years were able to accommodate
only approximately 5% of the children in this age group, and 22% of kindergarten-age
children were actually enrolled in kindergartens (Wongboonsin & Entz 1991
Nantamonkolchai, Isranurak, Kaewsiri & Pothisubsuk 2005).

Based on the 1992 Social Statistical Survey on Children and Youth conducted by the
Social Statistics Bureau of National Statistical Office in May 1992, Wongboonsin & Entz
(1996) find the following:

e The types of childcare providers were influenced by residence area. The highest
proportion of children who were cared for in schools in both urban and rural areas were
children aged 3-5 in the northern region. The highest proportion of children with child care
provided by parents was found in the north-eastern region. The inequality of the variables
such as the preparedness of childcare centres, culture, and the family’s economic status in
each region were responsible for this phenomenon.

e The number of household members could not explain the differences in the choice of
child care provider in the way that the study expected. However, the differences in the
patterns of child care could be explained by this variable, which was statistically significant
except for the urban area population since the number of household member variable did not
specify who the household members were. If better information on household structure, such
as the existence or inexistence of other members apart from the mother, was available, this
variable may provide better explanation for childcare patterns.

¢ The influence of the parent’s level of education on the types of child care providers
was quite obvious, especially in urban areas. The proportion of children with child care
provided by parents was higher in the group of children whose parents did not have any
education. This proportion decreased progressively as the parent’s educational level
increased.

¢ Both the father’s and mother’s occupation had an influence over the types of child
care providers. Agriculture provided the best opportunity for child care provided by parents.
Occupations that did not allow parents to work at home or required unsuitable working hours
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force parents to depend on others for childcare or to put the child in a child care centre that
they could afford.

e There was a correlation between parent’s/parents’ work status and the types of child
care providers. If parents worked in a family business or were themselves employers, they
had the time and convenience of providing child care for their own child. However, children
with parents who were private employees or civil servants had the highest rate of being cared
for in schools.

5.2 Elderly care

Role of Family and Kin

Industrialisation, urbanisation and migration significantly affected the care of elderly
people in society. When industrialisation generates economic growth, it also increased years
of schooling. The consequences of higher education were lower fertility, deterioration of filial
piety, and an increase in the survivorship rate of children. The first two effects could have
lowered the availability of caregivers; the elderly could be less taken care of, by younger
generations. Because of medical advances, there are more child survivors nowadays, which
possibly results in more elderly care-givers (Mason 1992).

In most Thai families, older persons were looked after by their adult children, spouse,
and kin of younger generations in a home environment. From the gender perspective, data
from 1995 Survey of the Welfare of the Elderly in Thailand and 2014 Surveys of Older
Persons in Thailand conducted by the National Statistical Office confirm the incidence of the
elderly preference for daughters in care giving. Knodel, Teerawichitchainan & Pothisiri
(2016) based on the 2014 Survey of Older Persons in Thailand also found relatively high
happiness scores associated with men who have a daughter as their main caregiver.

Based on the data provided in the Preliminary Report Survey of Older Persons in
Thailand 2014 (NSO 2015), Figure 3.10 shows that familial support was the main source of
assistance for the elderly’s daily living activities. It was the daughters who predominate in
care provision for the elderly (42%) in practice, followed by spouse, son, son-/daughter-in-
law, 29%, 13%, and 6%, respectively. Reports of relatives providing care to the elderly
indicated this to amount to only 5%. Meanwhile, grandchildren providing care to their
grandparents are up to 3%.

[Insert Figure 3.10 here]

Given an increase in the proportion of the elderly, a decline in the proportion of
elderly people living with children, and an increase in the proportion of elderly people living
alone or with spouses, it was a concern that it was impossible for the elderly to be taken care
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of solely by the family and kin. Knodel, Prachuabmoh & Chayovan (2013) also found a
decline, from 52% to 40%, in the elderly relying on their adult children for their old-age
financial security. Currently, given the minimum pension to cover basic needs, about four
million or around 36% of the elderly over 60 were still working (NSO 2016). This was not
only for their own old-age security, but also to contribute to the well-being of their family
members.

Intergenerational family relation in remote areas in Thailand was marginally
investigation. The first study of such an issue among hill tribe people was carried out by
Sutinyamanee and Wongboonsin (2016) in northern Thailand, an area with the highest level
of ruralisation in the country. The study covered 1,285 sample households in a survey in 2016
of four major hill tribe groups, namely Karen, Hmong, Akha and Lahu in the provinces of
Chiang Mai, Chiang Rai, Mae Hong Son, and Nan. From the perspective of elderly care, the
study found intergenerational family relations there were relatively very strong, when
compared to previous national surveys. Adult children are found to prioritize support and care
to their adult children regardless of their working status, and the reverse is true of elderly

parents with regard to their adult children. The study also found intergenerational solidarity

characterized by effective communication, to be a key factor for increasing intergenerational
economic and non-economic supports among family members.

Role of State

As noted earlier, for the elderly population, several policies and plans were put in place.
Yet, two thirds of about 11 million elderly Thais were found to be without savings while the
other third are in debt. Concerns arose regarding how the Thai elderly could be helped to be
better-off, and how the welfare schemes could be made sustainable in years to come.

According to a study on the National Transfers Account for Thailand in 2011 by the
NESDB (2012), Figure 3.11 shows that consumption expense in old age was more financed
by private than public transfers. Such expenses for the elders included health and other needs.
Nevertheless, Figure 3.12 shows that the old-age allowance superseded adult children in
providing old-age financial security, while asset income receipt, income earned from
economic activities, and pensions were on the rise in 2011 and then fell in 2014.

[Insert Figure 3.11 here]
[Insert Figure 3.12 here]

For example, under the Universal Healthcare Coverage scheme, government spending
was sharply on the rise, from TB55.3 billion in 2003 to TB165 billion for the FY 2017. There
was concerns regarding whether the scheme was sustainable or not. In 2014, the elderly
welfare budget -- which covered the old civil servant pension scheme, living allowances for
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the elderly and the government's contributions to the Government Pension Fund, the Social
Security Fund and the National Savings Fund -- amounted to 270 billion baht, or 2.1% of
GDP. The budget was expected to increase to TB680 billion by 2024, accounting for about
3% of anticipated GDP by then. Moreover, the budget for pension-related schemes was
expected to increase from TB287 billion currently to TB698 billion by 2024.

Accordingly, a partial welfare state was the current option besides new measures for
providing a social safety net for security and quality of life in old age while easing the
financial burden on the government as the proportion of the elderly increases.

1) Old-age employment (Ministry of Labor 2016)

1.1) A tax break for employers of older citizens. They were subject to a double tax
deduction on wages paid to elderly employees who earned up to 15,000 baht a month. This is
limited to employment of elderly people up to 10% of their workforce.

1.2) Vocational training for the elderly: there were a variety of practical courses
organized free of charge by the Skill Development Department, Ministry of Labor, for older
people. Records show elderly participants in certain courses earn TB2,735 a month, on
average, after the training.

2) Housing: a housing development plan for low-income and lower-middle earners
nationwide was designed by a public-private partnership (PPP) since 2017 (Theparat 2017).
A few years ago, the Bangkok Metropolitan Administration (BMA) launched a senior
citizens' housing programme in Bangkok Metropolis. Currently, the capital city has 6
million registered residents, 12-13% of whom are aged 65 and above. However, studies
tended to estimate the actual populationto be above 10 million when those who
relocated there for work or other purposes are included. The BMA estimated the proportion
of elderly will reach 20% of the total population in the next decade (Fernquest 2011).

3) An increase in reverse mortgage loans and elderly-friendly banking services: there
was an attempt to increase reverse mortgage loans to the elderly who needed to borrow
money against the equity of their home by a provider diversification approach, which also
included private sector engagement. Previously, the Secondary Mortgage Corporation, a
state-owned entity, was the only lender allowed to offer reverse mortgages. The Government
Saving Bank served as another means for the elderly to access such a loan, which
complements other elderly-friendly banking services provided by the Government Saving
Bank, such as special interest rates (Shaj 2016; Kowitdamrong 2017).

Among measures for old-age security, those relating to the pension system were of
relatively slow development. Several options were proposed, pending further investigation.
They were, for example, the adoption of a more sophisticated tax system to allow universal
pensions, and an increase in the eligibility age for the pension (HelpAge International 2011).

Role of Local Governments, Communities, and Other Not-for Profit Players
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Thailand adopted a community-based system for long-term care. It was, nevertheless, at
an early stage of building capacity. A “sub-district role model” was relied upon to strengthen
community collaboration with other stakeholders, including families, local government, the
private sector and government agencies, in the provision of services to dependent elderly
people in the community and to serve the needs of the dependent population (Kasemsup et al.
2016).

Among the not-for-profit organizations actively participating in the policy-making
process mentioned above for the elderly in Thailand, was the Association of Older Persons
Councils of Thailand, under the Royal Patronage of Her Royal Highness the Queen Mother.
Since its establishment in 1989, this association played a role in coordinating the elderly
clubs in all provinces in Thailand while also contributing to the relevant legislative regimes
and strategies. Policy inputs were also based on research on policy options and evaluations
conducted by many research institutes and universities. Moreover, the Foundation for Older
Persons' Development (FOPDEV) provided grants for the elderly, who formed a small group,
for income-generating activities. About 30 groups of elderly reportedly registered for the
grants (Saengpassa 2017).

Elder Care Services by Profit and Not-for Profit Providers

As shown in Figure 3.8 above, the role of paid/professional care workers and domestic
workers in eldercare rather than by relatives, was less than 1 % each according to the
Preliminary Report Survey of Older Persons in Thailand 2014 (NSO 2015).

During the past few years, in-home care services by professional caregivers and senior-
assisted living facilities and retirement centres in Thailand were mainly catering to foreigners
rather than locals. However, given the increasing incomes which suggested a higher
purchasing power in certain families, individuals had a higher chance to access private
healthcare services. A number of elderly people were therefore well taken care of in private
day-care centres. The demand for professional care facilities was expected to be on the rise,
as well as that for professional caregivers. According to Zander (2017), the costs for in-home
care varied greatly depending on the amount of care the individual requires. Full time
caregivers, without a nursing degree could be hired for as little as TB8000-10,000 per month
in Chiang Mai. The cost for a full-time registered nurse would be closer to TB20,000 per
month. Hiring a live-in, qualified nurse available 24 hours a day, 7 days per week, or a
qualified nurse with excellent English language skills may cost up to TB35,000 per month.

According to the recent measures adopted by the government on old-age security, the
government allocated TB4 billion in loans for developers of “senior complex” projects for the
elderly. The Treasury Department partnered with Mahidol University and Ramathibodi
Hospital to develop such a complex as a pilot project. The senior complex was designed to be
constructed on the 72 rai-plot owned by the Treasury Department in Samut Prakarn and to
house a Hospice zone, Senior Housing Zone and Nursing Home Zone. This first state-owned
"senior complex" was expected to be completed two years after construction begins.
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Thereafter, similar successive projects are planned to launch in Chon Buri, Chiang Mai,
Chiang Rai and Nakhon Nayok provinces.

6. CONCLUSION

After periods of socio-economic and demographic shifts, the following were the major
characteristics of Thailand: open middle-income economy; ageing and multi-generational
society, below-replacement fertility; and varied types of families. The changes in family
composition were not that Thailand was transformed from extended to nuclear families, as
one may have expected. Nuclear families still prevailed in both rural and urban areas. While
1980 saw a slight increase in the proportion of extended families, these trends also became
noticeable: decreasing family size; decreasing prevalence of male-headed households;
declining number of children per household on average; increasing number of older persons
per household on average; increasing trend of skip-generation households; increasing trend of
one-generation households; declining trend of two-generation households; and increasing
DINK and SINK patterns of lifestyle. While multi-generation households remained relatively
constant in proportion, one can now find up to four generations in a household.

The living patterns of the elderly varied across regions. There was a decline in the
elderly living in three-generation households while those living with just their spouse in a
household were on the rise. One may, moreover, expect multi-generational households to
further decline should the DINK and SINK patterns of lifestyle kept on rising. This was
because those patterns of lifestyles can contribute to further fertility decline.

From the perspective of care relations, the study finds diversification in childcare
providers, declining coresidence with older parents, an increase in state support for older
persons, a decrease of adult children as the main source of income, and an increase of older
parents providing financial support to adult children. Part of the downward support may be
attributable to the fact that some were still working in their old age. While the Thai people
expected the government to play a more important role in the welfare of the elderly, family
remains the major childcare provider. Besides the relevant policy regimes, various cultural
and religious values seemed to inter-relatedly counterbalance the negative impact of
modernisation on intergenerational family solidarity, despite an increasing trend of non-
coresidence and skip-generational households. Such a counterbalanced effect was also partly
contributed to by state’s policies to strengthen family relations through different policy
measures.

One may expect the current trend to change to a certain extent in 2020 when 19.1% of
the population will be aged 60 and above, and much more when Thailand turns from an
ageing to an aged society. As shown in Table 3.2, by 2030 the elderly at 60 years of age and
above will account for more than 20% of the total population. Without an appropriate policy
intervention, the size of the family is expected to continue getting smaller. Yet, it remains to
be seen if intergenerational family solidarity will decline more quickly as time passes, given
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the effect of the currently high proportions of a gender-free preference for children and of
fathers taking part in childrearing.
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Table 3.1 Labor force participation rates, world, regions and age, 2005

unit: percentage of population in each age group

Age Group
Region/Country* 25-54 55-64 65+
Men | Women | Men | Women | Men | Women

World* 951 | 66.7 | 735 | 387 |302| 113
Developed Countries' 919 | 753 | 639 | 449 | 134 6.3
Economies in Transition® 90.7 81.3 52.6 31.2 14.2 7.8
Africa’ 96.2 61.0 86.5 48.3 57.4 25.8
Asia’ 96.3 64.2 77.6 35.4 38.0 13.2
Latin America and the 94.3 64.3 76.1 37.2 37.2 13.7
Caribbean’

Oceania' 87.4 | 733 | 760 | 606 |514 | 334
Thailand? 959 | 822 | 818 | 657 |41.0| 217

Remark: By the definition of the United Nations, the developed countries include European
Union, Iceland, Norway, Switzerland, Japan, United States of America, Canada,
Australia and New Zealand. The economies in transition are those in the South-
Eastern Europe and the Commonwealth of Independent States (CIS). The
developing countries are those in Latin America and the Caribbean, Africa and
Asia and the Pacific (excluding Japan, Australia, New Zealand and the member
States of CIS in Asia).

Sources: ! United Nations (2007, p.61, Table IV.2), Development in an ageing world;
2 Authors’ calculation from the ILO’s data, http://laborsta.ilo.org/ accessed on 12
March 2012.



Table 3.2 Numbers and proportions of population by age group, Thailand, 2010 — 2040

2010 2020° 2030° 2040°
Total Number (million persons) 63.8 66.0 66.2 63.9
Children (0-14 years) 19.8% 16.8% 14.8% 12.8%
Labor (15-59 years) 67.0% 64.1% 58.6% 55.1%
Elderly (>60 years) 13.2% 19.1% 26.6% 32.1%

Remarks: ® is projected number of population using assumption type 3 (normal decreasing

trend of fertility)

Source: NESDB 2014.

Table 3.3 Proportion of the elderly and old-age dependency ratio, Thailand, by region,

2010 —2040

Proportion of the Elderly (%) Old-age Dependency Ratio (%)

Region 2010 | 2020% | 2030° | 2035° | 2040° 2010 | 2020 | 2030 | 2035 | 2040

e e e e

Whole Kingdom | 132 | 19.1 | 266 | 29.6 | 32.1 19.7 | 29.8 | 453 | 52.3 | 583

Bangkok and 10.2 | 15.0 22.8 27.1 - 13.4 | 20.9 | 345 | 42.7 -
vicinities

Central (exclude | 13.4 | 182 | 247 | 275 ; 19.7 | 279 | 406 | 464 | -
Bangkok &
vicinities)

North 155 | 242 | 329 | 351 ; 238 | 403 | 61.7 | 680 | -

Northeast 143 | 215 | 297 | 32.8 ; 230 | 359 | 563 | 653 | -

South 122 | 163 | 22.7 | 257 ; 18.7 | 259 | 385 | 447 | -

Remarks: ® is projected number of population using assumption type 3 (normal decreasing

trend of fertility)

Source: NESDB 2014.




Table 3.4 Top 5 of Thai provinces with the highest and lowest old-age dependency

ratio, 2010 — 2030

Highest Old-age Dependency Ratio

Lowest Old-age Dependency Ratio

2010 2030° 2010 2030°
1.Chai Nat (31.5%) . UthaiThani 1. SamutSakorn 1. Chonburi (23.1%)
(77.3%) (10.7%)
2.Sing Buri (30.1%) . Pichit (75.7%) 2. Chonburi 2. Phuket (24.0%)
(11.1%)

3.SamutSongkhram
(30.1%)

. Uttaradit

(74.9%)

3. Phuket (11.5%)

3. Rayong (26.4%)

4.UthaiThani (29.4%)

. Prae (74.7%)

4. PathumThani
(12.0%)

4, SamutSakorn
(27.6%)

5.Pichit (29.1%)

. Lampang

(71.6%)

5. SamutPrakan
(12.7%)

5. Krabi (29.8%)

Remarks: ® is projected number

Source: Keeratipongpaiboon 2013.




Table 3.5 Family composition, Thailand, 1980 — 2007

Average Households

Average Average Age | Numbersof | Numbersof | Percentage of
Household of Heads Children per | Elderly per Male Heads
Size (persons) (years) Households Households (%)
(persons) (persons)

1980" 5.20 n/a n/a n/a n/a
19882 4.12 45.48 1.33 0.32 79.87
19907 4.09 46.14 1.22 0.34 79.78
1992° 3.89 46.34 1.14 0.35 79.82
1994 3.77 47.23 1.04 0.37 76.36
1996° 3.67 47.83 1.00 0.39 75.78
19987 3.73 48.15 0.98 0.41 74.28
2000° 3.61 48.54 0.93 0.43 74.13
2002° 3.51 48.59 0.89 0.42 72.09
2004? 3.44 49.66 0.85 0.44 70.15
20062 3.34 49.56 0.81 0.45 68.95
2007? 3.33 50.74 0.79 0.47 68.33

Source: 11980 Population and Housing Censuses by the NSO

2Authors’ calculation from the 1988-2007 SES data;




Table 3.6 Living arrangement, Thailand, 1990 — 2007

Year

1990 1994 1998 2004 2006 2007
All Households 100.00 | 100.00 | 100.00 | 100.00 | 100.00 | 100.00
4-Generational Household 0.57 0.33 0.50 0.47 0.50 0.55
3-Generational Household 19.88 19.73 22.10 20.22 18.89 19.13
¢ Young 3-Gen Household 16.05 16.37 17.96 16.03 14.78 15.28
» Old 3-Gen Household 3.83 3.36 4.14 4.19 4.11 3.85
2-Generational Household 62.21 59.25 55.18 50.95 50.09 49.75
* Young Immediate 58.88 54.39 49.54 43.29 41.71 40.51
Household (Head/Spouse
& Children)
¢ Old Immediate Household 0.99 1.02 1.53 2.04 1.99 2.06
(Head/Spouse & Parents)
» Skip-generation 2.34 3.84 411 5.66 6.39 7.18
Household (Head/Spouse &
Grandchild)
1-Generational Household 17.34 20.69 22.22 28.36 30.52 30.57
¢ One-person Household 6.61 7.79 8.27 10.26 11.06 11.24
e Household comprising of 10.73 12.90 13.95 18.10 19.46 19.33
only a household head and
his/her spouse

Source: Keeratipongpaiboon 2012.




Table 3.7 Living arrangement by region, Thailand, 1990 — 2007

1990 1994 1998 2004 2007
THAILAND 100.00 100.00 100.00 100.00 100.00
4-Generational Household 2.88 1.04 1.26 1.42 1.71
3-Generational Household 40.06 37.85 40.61 38.87 35.21
2-Generational Household 26.53 24.49 22.01 24.83 23.48
(excluding Skip-generation
Household)
Skip-generation Household 8.62 12.54 11.39 9.52 11.27
1-Generational Household 21.91 24.08 24.73 25.36 28.33
- One-Person Household 6.39 6.90 6.89 7.43 8.04
- Household comprising of only a 15.52 17.18 17.84 17.93 20.29

household head and his/her spouse
BANGKOK 100.00 100.00 100.00 100.00 100.00
4-Generational Household 1.92 0.51 0.46 0.98 0.74
3-Generational Household 32.54 32.53 35.15 33.20 29.98
2-Generational Household 45.47 33.89 32.06 40.38 44.23
(excluding Skip-generation
Household)
Skip-generation Household 574 7.31 3.49 1.39 2.07
1-Generational Household 14.33 25.76 28.84 24.05 22.98
- One-Person Household 3.30 9.84 4.60 7.55 7.40
- Household comprising of only a 11.03 15.92 24.24 16.50 15.58
household head and his/her spouse

CENTRAL (Excluding Bangkok) 100.00 100.00 100.00 100.00 100.00
4-Generational Household 1.42 0.83 1.41 1.75 1.20
3-Generational Household 37.19 33.80 35.44 39.44 34.93
2-Generational Household 26.12 28.78 21.90 25.72 26.25
(excluding Skip-generation
Household)
Skip-generation Household 11.55 12.55 10.39 8.40 8.61
1-Generational Household 23.72 24.04 30.86 24.69 29.01
- One-Person Household 6.04 8.38 8.84 7.65 9.27
- Household comprising of only a 17.68 15.66 22.02 17.04 19.74

household head and his/her spouse




Table 3.7 Living arrangement by region, Thailand, 1990 — 2007 (continued)

NORTH 100.00 100.00 100.00 100.00 100.00
4-Generational Household 2.86 0.67 0.72 1.44 1.58
3-Generational Household 35.39 36.05 35.52 31.80 30.07
2-Generational Household 23.06 23.99 22.83 23.33 2451
(excluding Skip-generation
Household)
Skip-generation Household 9.60 11.09 14.50 11.25 12.40
1-Generational Household 29.09 28.20 26.43 32.18 31.44
- One-Person Household 8.42 7.03 8.45 8.79 9.52
- Household comprising of only a 20.67 21.17 17.98 23.39 21.92
household head and his/her spouse
NORTHEAST 100.00 100.00 100.00 100.00 100.00
4-Generational Household 5.13 1.48 2.07 1.32 2.67
3-Generational Household 49.96 44 .84 49.59 45.73 41.04
2-Generational Household 23.28 19.17 20.16 19.27 15.62
(excluding Skip-generation
Household)
Skip-generation Household 5.99 14.65 11.06 12.17 15.14
1-Generational Household 15.64 19.86 17.12 21.51 25.53
- One-Person Household 5.34 5.63 5.13 6.29 6.28
- Household comprising of only a 10.30 14.23 11.99 15.22 19.25
household head and his/her spouse
SOUTH 100.00 100.00 100.00 100.00 100.00
4-Generational Household 0.26 1.20 0.35 1.36 0.77
3-Generational Household 33.15 31.14 38.04 36.03 31.56
2-Generational Household 29.33 28.69 20.01 29.46 25.75
(excluding Skip-generation
Household)
Skip-generation Household 10.12 11.70 12.12 7.33 8.93
1-Generational Household 27.14 27.27 29.48 25.82 32.99
- One-Person Household 8.38 6.09 6.60 7.63 8.69
- Household comprising of only a 18.76 21.18 22.88 18.19 24.30

household head and his/her spouse

Source: Keeratipongpaiboon 2012.




Figure 3.1 Elderly female labor force participation, Thailand, 2001-2016
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Figure 3.2 Census population by sex, number and rate of population growth, 1911-2010
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Figure 3.3 Total fertility in Thailand, 1950 — 2100
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Figure 3.4 Population ageing in Thailand, by province, 2010 — 2030
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Figure 3.5 Types of household living arrangement in Thailand, 1980-2013
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Figure 3.6 Percentage of the elderly living alone in a household, 1994-2014
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Source: Calculate from NSO 2015.
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Figure 3.7 Percentage of singlehood at age 45-54, 1970-2010
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Figure 3.8 Nuclear family living patterns: DINK and SINK trends, 2001-2013
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Figure 3.9 Public-private sources of consumption expense for children aged 0-4 and 5-
14 Years
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Figure 3.10 Providers of assistance in daily living activities of the elderly aged 60+, 2014
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Figure 3.11 Public-private sources of consumption expense for the elderly aged 60+
years
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Figure 3.12 The elderly by main sources of income,* 1994-2014
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INTRODUCTION

Based on the findings in Chapters 5, 6 and 7, this Chapter examines and discusses key
points of similarity and difference in family relations, values and care provision amongst co-
resident and non-coresident families in Bangkok Metropolis, Hanoi and Kuala Lumpur. A
critical analysis of the findings follows the hypotheses presented in Chapter 1; and its
discussion is presented in three separate sections. The first section discusses family
relationships and care provision depicting findings that reflect strong family relationships and
their relationship to care provision provided by family members within the three societies. It
also discusses attitudes and practices for intergenerational care across the three societies. The
second section focuses on patriarchal values and their relationship with care relation within
families in the three Southeast Asian societies. The final section discusses the contribution of
adult children and parental characteristics in predicting the provision care between adult
children and parents as well as parents-in-law among coresident and non-coresident families
in the three societies.

1. FAMILY RELATIONSHIP AND CARE PROVISION
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Consistent with the literature on care provision and intergenerational support in Asian
societies, evidence from the current surveys in Bangkok Metropolis, Hanoi and Kuala
Lumpur support the notion that family in Southeast Asian societies had a crucial role in care
provision to other family members. Specifically, it supports the hypothesis presented that
there were strong family relationships which led to care provision by the family. There was a
considerable proportion of the samples in the three cities who provided care and support to
other family members that included their own parents, parents-in-law and children. These
findings reflect that “family” within Southeast Asian society comprised members beyond the
immediate family. Family in the Southeast Asian region can be seen as a network of family
members that included extended family members who were all expected to contribute to the
provision of care and support. This network of social relationships formed by spouses,
parents-children, siblings and the wider extended family constitutes a dynamic and evolving
social system, the family system (Whitchurch & Constantine 1993). This network of
relationships depicted a situation where the social actors in the provision of familial care were
not restricted to the immediate family. Similarly, there was evidence of reciprocity of support
provision between adult children and parents/parents-in-law in both coresident and non-
coresident families. These findings reflect the substantial role of the family as the main
source of support and care for the old and young populations in these Southeast Asian
societies (Knodel 2009; Teh, Ng, Tey & Siti-Norlasiah 2013). For example, the 2010 survey
in Ho Chi Minh City showed that family members were the only care-takers of the elderly
when they are sick (89.9%), in which the children take care of them most frequently (65.1%)
and followed by spouse (24.8%) (Institute for Family and Gender Studies 2010). More recent
data in Thailand also reflected the substantial role of the family in care-taking (NSO 2015)
and also elderly preferences for family members as the main care-giver, especially daughters
(Knodel, Teerawichitchainan & Pothisiri 2016). The contribution of the wider family network
in care provision was also evident in Malaysia. Recent national surveys reported that care of
young children was provided by family members, namely: grandparents (60.4%), other
relatives (22.5%), and older siblings (17.1%) (NPFDB 2014) and this was similar for the care
for the elderly in the Malaysian society (Teh, Lii, Tho, Peng, & Siti-Norlasiah 2013).

Upward intergenerational support was clear where adult children were more likely to
provide support to their parents than receive assistance from the parents within the three
societies in both types of living arrangement. While these findings confirm past research in
Southeast Asian societies, which included Thailand, Philippines, Vietnam, Singapore (Chan
2005a, 2005b) and Malaysia (Lillard & Willis 1994), and support the existence of these
traditional familial norms across three societies: a sense of filial piety and patriarchal norms
(Huou 2013); notions of gratitude, merit and demerit (Wongsith 1990); and religious
obligation as well as indebtedness to parents (Yaacob 2004) that entailed the obligation of
children to their parents. It is also important to note that variation in types of care was
detected between coresident and non-coresident families.

The greater emotional exchange between parents and adult children among co-resident
households may be explained by the notion that coresidence itself may be perceived as a type
of care for parents, in which the readily available care and resources exchange was often
invisible and under-reported (Jones 2007; Teh et al. 2013). Co-residence was not an
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uncommon living arrangement among Southeast Asian societies families. It was perceived
not only as an expression of filial piety but also as a type of support in terms of providing
care for older people and children. The exchange of instrumental care especially financial
assistance may be reduced in this type of living arrangement as co-residence may itself be
perceived as a form of instrumental care to parents. In contrast, financial assistance was more
substantial from adult children who lived separately from their parents than those in the same
residence (Xie & Zhu 2009). It can be expected that adult children who were not co-residing
with elderly parents were ‘substituting’ their unavailability to provide care in the form of
monetary support. Thus, it is not surprising that among non-coresident families, adult
children were more likely to provide financial support to parents and in return, receive
emotional support from them.

The different socio-economic development between the three societies may have led to
country variation in intergeneration support among non-coresident families. Adult children in
Bangkok Metropolis and Kuala Lumpur were more likely to provide monetary and emotional
support to their parents/parents-in-law while, in Hanoi, emotional support to parents/parents-
in-law tended to be more visible. The higher GDP per capita in Malaysia and Thailand
compared to Vietnam may be the explanation for the greater financial contribution to
parents/parents-in-law among co-resident households in Kuala Lumpur and Bangkok
samples. While the 2006 Vietnamese Family Survey shows that elderly persons tend to rely
on monetary support from children (40%) as their main source of income, followed by their
own labor (30%), pension/benefits (25.9%) and savings (1.6%) (Ministry of Culture, Sports
and Tourism, 2008 as cited in Lan 2013), Vietnam also reported the lowest GDP per capita
among the three economies which may suggest the lack of financial resources among co-
resident households in Hanoi and thus, led to the greater provision of emotional support to
parents/parents-in-law. For the case of Hanoi, this also may reflect a lack of financial
assistance for elderly persons who did not share residence with adult children.

Analysis of the elderly care and child care provision within the three societies revealed
general patterns and country variations that were recognisable. In terms of similarities, it can
be clearly seen that elderly and child care provision heavily relied upon an informal support
system, namely the family sector, while other non-familial sectors played a minor role in
supplementing the provision of care within the three societies irrespective of the living
arrangements. This supported the notion of familism in the practice of both elderly and child
care in Bangkok Metropolis, Hanoi and Kuala Lumpur.

Guided by a notion of care provision in developing countries (Razavi 2007), the
findings also revealed that the supportive and minimal role of non-familial sectors tended to
vary among families in the three societies. The contribution of the not-for-profit sector,
market and state in both elder and child care provision showed unique societal preferences, In
addition to culture, the availability of policy, time and financial resources are the shaping
forces of the distinctive attitudes and practice for intergenerational support in the three
societies. Bangkok Metropolis perceived that the role of the non-profit sector, which mainly
included neighbours and friends, mostly in elderly care provision, was not to be neglected.
This redistribution of care support to the community that included neighbours and friends in



Bangkok Metropolis may likely to be a response to the policy development at national level
in Thailand. For example, the Thai government has rolled out various programmes and
interventions based on the 2" National Plan on the Elderly (2002-2021) that emphasizes the
role of family and community for elderly care (Bureau of Empowerment for Older persons
2009). In comparison, without a clear policy supporting the role of the not-for-profit sector in
elderly care in Malaysia, Kuala Lumpur perceived the market sector, which mainly referred
to domestic workers, as an important source in both elderly and child care provisions. In the
last two decades, there was a trend of hiring foreign domestic workers to substitute the
caregiving role of families in Malaysia (Tan & Gibson 2013) and in 2010 the Department of
Statistics (2010) reported a total of 2.4 million international immigrants or 8% of total
population in the country. In addition, declining coresidence with parents and increasing
employment opportunities for women (Knodel 2009; Wongbonsin & Entz 1996) have created
push factors for utilising other non-familial sectors to supplement the demands of elderly and
child care provision.

In Hanoi, the supplementary role of the state in elderly and child care provision was
more apparent than other sectors. One possible explanation is under its socialist welfare
regime, care-taking of the elderly was regulated by the state law and, child care centres and
kindergartens are set up by the state government in Vietnam. In addition, the strong culture
and norms in Vietnam that emphasize care within the family also explain their heavy
preference for family as the main care provider instead of other non-familial care provision
(i.e. market), these tended be expensive, affordable only by those in the high socio-economic
group, their availability was limited and based in rural areas (Nguyen 2017). Thus, it can be
seen that the government in Vietnam tended to be more involved in care provision compared
to the limited governmental role in Malaysia and Thailand. Thus, based on the Care
Diamonds welfare model, the practice of care services for elder and child care among these
three societies was largely dependent on family with minor complementary support from
community, market and state, which supported the familism notion on the importance of
family role in care provision within developing countries (Razavi 2007; Ochiai 2009).

The present study also hypothesises that there was a difference between attitude and
practice for intergenerational support within Southeast Asian families. The discrepancy
between practice and attitudes towards care provision across generations highlighted the
increasing expectation on government to contribute and support elderly and child care
provision in the three societies, especially among married children, daughters and the middle
generation. While we acknowledge that care practice was heavily skewed towards family, the
attitudes towards the responsibility of care, shed lights on the expectation on other sectors to
contribute and share the demands of care with the family sector. This is an indication of the
redistribution of the care burden to the state and other sectors.

This shifting trend towards shared-responsibility and supplementary roles was also
noted in recent studies. Wongsith (1990) noted that Thai people expect the government to
play a more active role in the welfare of elderly, despite the majority endorsing women’s
obligation to please and take care of the needs of their parents and parents-in-law. In addition,
the 2" National Plan on the Elderly (2002-2021) which promoted the role of the community,



is perceived as feasible and successful in shifting the preference of the young generation in
Bangkok Metropolis. In addition, community ties and support from non-family members was
found to positively relate to the well-being of the elderly and, when included as
complementary effort to promote intergenerational solidarity, it could decrease dependency
on family member and reduce the feeling of dependency among elderly persons (Herberholz,
Suwanrada & Tangitootham 2013). A study by Ibrahim & colleagues (2015) also noted that
young generations in Malaysia were not ignorant of the socio-demographic changes in
families and their effects on the capacity of families to provide care (Abu Bakar & Abdullah
2013). This could be an explanation for the shifting trend in expectation on care provision
among the current generation due to the diminishing support from family in their old age and
the pressing need for burden sharing with other sectors. It is important to note that the
expectation of shared-responsibility between family and government was relevant to the
ability to provide care in terms of time and financial recourses, which shaped the preferences
of the three societies.

The variation in attitudes towards care relations shed lights on the experience of the
burden and ability to care between gender, age groups and education level across the three
urban societies and this shaped the main differences in their preferences for the role of
government. Middle generation or the Sandwich generation, female and lower income groups
were perceived as the most affected by care and work demands and, often heavily burdened
with elderly and childcare. In Bangkok, the middle generation and females who were pressed
with limited time and financial resources, demanded more supplementary support from
government in the provision of elder and childcare. Nonetheless, the emphasis of the middle
generation and females in Kuala Lumpur on the role of the family for elderly and child care
provision revealed a different experience of care provision in this urban society. With a weak
pension system and a lack of family-friendly work-life balance policies (Ong & Hamid
2010), the time-poor and resource-limited families in Malaysia replied upon the family for
support for child rearing and elder care work. In Malaysia, it was also clear that lower
educated groups who are also the most financially constrained group demanded more support
from other sectors, especially the State, in caring for their dependent family members, with
ethnic group variations.

In Vietnam, older generations and less educated groups were more likely to rely on
family for support and treatment when frail and at times of illness. The 2006 Vietnamese
Family Survey reported a high proportion of co-residence between elderly persons and their
children (Ministry of Culture, Sports and Tourism Vietnam 2008) and, this may explain the
expectation of elderly person of family members for care-taking and support. Past studies in
Vietnam also showed that a low education level is one of the major obstacles for the access of
the elderly to social services in Vietnam (Lan & Long 2009). The lack of awareness and
limited accessibility to health care initiatives for the elderly in rural and deprived areas not
only failed to meet the demand of the elderly, but also led to the dependency on family for
elderly care (Khue 2007; Institute for Family and Gender Studies Vietnam 2010; Lan 2013).
However, it was those with better education who demanded redistribution of this dependency
in the form of government’s playing a role in elderly and child care provision.



These findings imply an impending shift in expectations in terms of support in old age
in these three urban societies as a result of the growing burden among adult children and
families with limited financial and time resources and, weak public policies for social
security and facilities of community care, against the backdrop of changing patterns of
fertility and mortality, increasing female employment opportunities and soaring work
demands in these three developing countries (as presented in Part | of this volume). The
availability of the resources required for the provision of care, together with culture and
tradition, appeared to be the main forces driving the propensity of family caregivers and
preference towards redistribution to the government in providing care and support for elderly
and children. It is thus, crucial to recognize the discrepancies between attitude and practice
for intergenerational support within Southeast Asian societies and take into consideration the
people’s preferences and demands in the development of policies for elderly and childcare
provision for the three societies.

2. PATRIARCHAL FAMILY VALUES ACROSS THREE SOCIETIES

As shown in Chapter one, this volume hypothesises that Southeast Asian Families were
patriarchal. Overall, findings from the surveys in Kuala Lumpur, Bangkok Metropolis and
Hanoi in 2010-2011 demonstrated variation in norms and expectations of intergenerational
support. The variation implied distinctions in the family system of the three societies during
the period of investigation. Thus, this challenges such a hypothesis. As discussed in Chapter
One, the elements of patriarchy were examined from four domains which described four
dimensions of the phenomenon, namely gender domination, which related to the domination
of men over women; generational domination, which described the domination of the older
generation over the younger generation; the extent of patrilocality, and the preference for
sons (Szoltysek, Kliusener, Poniat & Gruber 2017). Examination of the data showed that
patriarchal family elements and values were only found among families in Hanoi while Kuala
Lumpur and Bangkok were less inclined towards patriarchal family values.

The practice of patriarchal values within families in Hanoi was evident through the
strong filial expectation of married sons to provide financial support to their parents. More
importantly, married daughters were regularly expected to provide financial support to their
parents-in-law while, married sons were least expected to support their parents-in-law. The
contribution of married daughters in providing support for parent-in-laws was also observed
in non-coresident households and they were the least expected to provide support to their
parents in non-coresident households. These findings could be explained by the strong
influence of Confucianism in Vietnamese culture, which highly valued patriarchal norms,
lineage, patrilocal residence, filial piety, parental care and worship of ancestors (Huou 2013).
For example, patrilocal coresidence was common and reflects the expectation of children, at
least one son, to care for elderly parents and, daughters-in-laws were expected to meet the
expectations of her parents-in-law in Vietnamese society (Ngo 2004; Minh 2011).
Endorsement of these traditional values was also apparent in Hanoi, the Northern region
which had a rich history of central planning and an old socialist model, while being under the
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process of shifting to market economy. Also, the region still had hallmarks of official policy
regarding modernisation and family life compared to the central and Southern region (Luan
2011). Specifically, the findings support the patriarchy elements of male domination over
female and son preferences in the context of intergenerational support in Hanoi, with strong
expectation of married son to be the primary care provider of old age support. These findings
depicted the active exchange between sons and parents, and between daughters-in-law and
parents as well as the significance of understanding the dynamics of these relationships in
care provision within the Vietnamese cultural context.

In comparison, family values among families in Bangkok and Kuala Lumpur were
more bilateral with a less defined gender division in filial norms. The non-patriarchal norms
reported in the Bangkok sample may be explained by the practice of Buddhism and the
matrilocal structure among Thai families. While the Chinese and Indian families in Malaysia
endorsed the patriarchal system, valued seniority and fathers or males as the head of the
household, the majority of Malay families in the Kuala Lumpur sample were characterised by
a bilateral family system with a less defined role for mothers in the family, both as the
affectionate figure and the disciplinarian figure (Djamour 1959) and, there were equal
expectations for the son’s and daughter’s family to take care of elderly parents (Yaacob
2004). Thus, the multi-ethnic composition of the Kuala Lumpur sample may have contributed
to the non-patriarchal norms with a less obvious gender role division for intergenerational
support.

In addition to filial norms, the intergenerational practice of patriarchal norms was also
examined. Evidence indicated that filial norms and practice were differentiated by gender
role and marital status. In relation to living arrangements, evidence of patriarchal family
values was observed in both coresident and non-coresident families in Hanoi. A surprising
result was observed in the practice of patriarchal family values among coresident families in
Hanoi in which no significant difference was detected in the intergenerational support to
parents between married sons and daughters. In contrast, a coherent pattern between
patriarchal norms and practice in intergenerational support was demonstrated among non-
coresident families in Hanoi. This indicates that patriarchal norms failed to be translated into
actual practice among families who co-resided with parents/parents-in-law in Hanoi. This
may be due the notion that co-residence was considered a form of support from children and,
patrilocality was a normative practice among Hanoi community especially among married
sons or at least in the early stages of their marriage before they set-up their own household.
This ‘invisible’ support may be lead to a picture of equal support of married sons and
daughters among those residing in the same household. However, it may also be plausible
that the discrepancy between norms/expectation and actual intergenerational support reflects
the reality of care provision for elderly parents among adult children in Hanoi. The adult
children in Hanoi, irrespective of gender, were shouldering a more equal share in the practice
of care provision for elderly parents as a result of pressing financial burdens and time
constraints, together with a lack of government policy on elderly care in terms of adequate
social security and facilities of community care in urban communities.



Additionally, among both types of living arrangement, it is also clear that married
children in Hanoi contributed more than unmarried children, irrespective of gender.
Similarly, married children living in coresident families in Bangkok and Kuala Lumpur were
more likely to provide support to their parents compared to unmarried children. While a
change in marital status or getting married may have signaled a shift in social status in the
Asian cultural context, it was also associated with greater responsibility towards family as a
husband/wife or towards parents and, this may have explained the more regular contribution
to elderly parents among children who were married as compared to those who were single or
unmarried. For example, traditionally, married sons and their wives were responsible for
taking care of the sons’ parents, while married daughters served their husbands’ families (Li,
Feldman & Jin 2004). In Wong’s (2000) study on children as primary caregivers in Hong
Kong, it was reported that married men who provided care were more likely to received
assistance from their wives, therefore the role of primary caregivers was extended to the
daughters-in-law. This suggests that married women were involved in the actual care-giving
to assist their husbands who, in turn, seemed to have been designated the caregiver role by
default.

Evidence of difference in family systems among the samples from Bangkok Metropolis
and Kuala Lumpur cities was clearly observed in terms of intergenerational support among
non-coresident families. Among the non-coresident families in the city of Kuala Lumpur, a
bilateral family system was detected whereby there was no significant difference in
intergenerational support by marital status or gender. Again, this non-significant finding may
due to the multi-ethnic composition of the co-resident dataset which comprised two-thirds
bilateral Malay and the remaining 30% were Chinese and Indians who adhered to patriarchal
norms. As for non-coresident families in Bangkok Metropolis, married daughters were found
to provide a more significant contribution to their own parents compared to married sons and
this practice confirms the reduced prevalence of patriarchal norms on the expectations of
financial contribution from married adult children to their own parents and parents-in-law.
These findings imply a matriarchal family system among those who were not sharing a
household with parents in Bangkok Metropolis. Historically, the importance of women and
their relatives was recorded in the family’s practice of matrilocality among the Thai peasant
community in which women were in charge of the family and central in decision making
because everything basically belonged to her and her family especially the land (Ramitanot
1999 as cited in Wongyannava 2011). In addition, daughters were found to be more reliable
in providing financial support for the family than sons and therefore, parents preferred to
send their daughters to work and earn money for the family (Santisombat 1992 as cited in
Pattaravanich, Williams, Lyson & Archavanitkul 2005), and this may be a plausible
explanation for the greater contribution of daughters in providing support to their parents than
sons.

Figure 8.1 illustrates a summary of the norms and practice of patriarchal/non-
patriarchal family systems among coresident and non-coresident families in Bangkok, Kuala
Lumpur and Hanoi.



[Insert Figure 8.1 here]

3. CARE TRANSACTION: THE CONTRIBUTION OF CHILDREN AND PARENTS’
CHARACTERISTICS

Comparison across Three Societies

This research proposes that care transactions within Southeast Asian families were
more attributable to the parent’s characteristics than children’s characteristics. As shown in
Figure 8.1, comparison across the three societies indicated that the extent of the contribution
from each predictor tends to be different for each society. Overall, the results demonstrated
that there was a stronger contribution of the characteristics of parents on predicting
intergenerational support from adult children to parents compared to the characteristics of
adult children, and the unique contribution tends to be different according to living
arrangements and between parents and parents-in-law. Other factors determining
intergenerational care provision included filial norms, reciprocal support and geographical
distance. (The detailed results of the multiple regression analysis are presented in Table 8.1)

[Insert Table 8.1 here]
[Insert Figure 8.2 here]

Data from the three societies consistently showed that characteristics of adult children
were the driving forces in predicting intergenerational support to parents with mixed results
on the contribution of parental characteristics as well as familial and country specific factors.
The results revealed a different picture on how parent’s characteristics predict
intergenerational support from adult children. It was found that adult children’s
characteristics, namely age and interaction of gender and marital status, were the strongest
predictors for intergenerational support in co-resident and non-coresident families in the three
societies. What followed was a discussion of the main findings of the regression analysis
according to living arrangement and between parents and parents-in-law. The findings for the
interaction of gender and marital status of the adult children have been discussed in Section 2
of this chapter and thus, it will not be included in this section.

Age cohort: Significant difference across age groups on intergenerational support from
adult children to parents was detected only in coresident families in all three societies. In
terms of country variation, older generations in Hanoi and Bangkok were found to provide
greater support to their parents/parents-in-law compared to those in the younger age group.
One of the possible explanations was that the old generation in these two societies adhered to
more traditional norms and perceived stronger filial responsibilities towards their parent’s
old-age support than the young generation. Co-residing with parents or parents-in-law was



also an indication of traditional norms and practice as compared to those who do not co-
reside with parents or parents-in-law. Thus, co-resident households tended to have more
significance for old generations as compared to the young generation who do not share the
same sentiment about co-residence with parents.

In the case of Bangkok, the greater contribution among the old generation may be
promoted by the notions of ‘gratitude’ whereby paying gratitude to elderly parents who
contributed to the well-being of adult children was a traditional and core cultural value in
Thai society (Wongsith 1990). Thai parents were expected to take care of their young
children and in return, to be supported by the latter in old age (Knodel, Chayovan & Siriboon
1996; Wongboonsin & Entz 1991). This notion of reciprocity or paying gratitude to the
elderly may still hold a strong place in the familial practice amongst the old generation and
led to more regular intergenerational support, especially among those who co-reside with
parents and parents-in-law as compared to the Young Generation in the Bangkok sample.

Similarly, in Hanoi, the old generation may be more influenced by the traditional filial
piety notion in Vietnamese culture whereby there was an expectation of adult children to take
care of their parents when they were old and frail as a form of repayment for their parents’
efforts in upbringing them up (Huou 2013). Literature on co-residency in Vietnamese society
noted that there is a mutual understanding between parents and adult children in relation to
the exchange of support, especially among young married couples (Minh 2011). Parents in
coresident families were prepared to support young adult children until they were financially
capable of setting up their own household; while in return, young adults were expected to
take care of their elderly parents or parents-in-law and provide support to the family (Hoa
2011), a reflection of intergenerational reciprocity. Thus, this may explain why the old
generation in Hanoi provided more regular support to their parents but also more likely to co-
reside with elderly parents at a later stage in their life course. In societies in transition like
Hanoi, housing constraints may have promoted co-residency between elderly parents and the
Old Generation adult children. In other words, the old generation shouldered the burden of
care provision for elderly parents and parents-in-law in both Bangkok and Hanoi.

In contrast, the middle generation who co-resided with their parents in Kuala Lumpur
was found to be less likely to support their parents than the younger generation. This age
cohort was found to make the strongest contribution in the Kuala Lumpur sample. Firstly, this
might be explained by the double burden in care provision experienced by the middle
generation. In fact, the middle generation was also known as the ‘sandwich generation’ and
considered to be the working age population who were often pressured by both elderly and
childcare responsibilities (Parker & Patten 2013). Thus, these dual-care responsibilities
together with demands from their career and having a young family had an effect on their
capacity to provide care to their parents in terms of companionship, time and monetary
support. Results from Chapter Seven also noted that the middle generation in Kuala Lumpur
placed a greater demand on the role of family in elderly care provision, which reflected their
heavy burden in providing old age support to their parents. More importantly, sharing a
residence itself may be considered a type of support to parents, whereby children in the
household provided ‘invisible’ emotional support, companionship or practical assistance to
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elderly parents through sharing the same living space. This notion of coresidence as a form of
support possibly explained the lower intergenerational support from the middle generation.
Given the cost of housing being high, sharing a residence may be economically motivated for
the time-poor and financially struggling middle generation. It was this generation of people
who needed assistance from parents who were probably perceived as the most reliable person
to help with childcare, cooking, laundry and many other household duties. There was a
popular saying in Southeast Asia: ‘Having an elderly at home is like possessing a treasure’.
The lack of support from adult children may also be attributable to the fact that the middle
generation children were experiencing active downward support from their parents. Again,
this may shed light on the importance of co-residence for both practical and financial reasons
among the middle generation, and was thus a plausible explanation for age as a significance
factor only among those in co-resident families.

Overall, these findings implied that across the three societies, provision of care and
support to parents tended to differ according to age cohort and living arrangement. For
example, care and support for elderly parents were often shouldered by the Old Generation
adult children, who were motivated by stronger traditions and norms. While, those in the
middle generation were feeling the time and financial strain from both child care and elderly
care responsibilities, together with their notion of residence as a form of support, which led to
a low engagement in terms of care provision to parents.

Parents’ characteristics: The age of parents modestly contributed to greater
intergenerational support among coresident families with a stronger significance in the
sample of Bangkok Metropolis than Kuala Lumpur. In accordance with past research, there
was a consistent financial transfer from adult children to elderly parents and a greater
likelihood of shared-living arrangements when parents were old, widowed, or in poor health
and economically constrained (Johar, Maruyama & Nakamura 2014; Silverstein, Gan &
Yang 2006; Takagaki & Silverstein 2011). These findings indicate that elderly parents relied
upon adult children in case of trouble or illness, and that co-residence with adult children was
a form of support for old age. In terms of living arrangements, the significant contribution of
parent’s/parents’ age in predicting intergeneration support from adult children to parents was
only found in co-resident households, and it may imply that co-residing with family was a
feasible solution for the provision of old age support among elderly parents in both Bangkok
and Kuala Lumpur. This is in line with findings in Chapter Seven, which reported a high
reliance or expectation on the family to bear the responsibility for elderly care among those in
Bangkok and Kuala Lumpur.

However, parental needs associated with ill-health and losing a spouse were not found
to provoke greater support from adult children in these Southeast Asian societies, except for
Kuala Lumpur. Nonetheless, this phenomenon raised concerns regarding the capacity of
familial support since downward support to parents was not significantly associated with the
health and support needs of the parents. In other words, the support from adult children for
elderly parents who were no longer capable of taking care of themselves in old age due to
illness, deteriorating health and functionality or losing a spouse was limited and these
parental needs did not provoke a greater extent of downward support from adult children.
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Thus, these findings highlighted the unmet health, social and emotional needs of older
persons who were physically unfit due to ill health or at risk of social isolation and weak
social support as a result of widowhood. In addition, the findings also implied that family
who is perceived as the main care provider was not responding to the needs of this vulnerable
group. This may be due to the family’s lack of ability in terms of time, financial resources or
knowledge to provide care to their old, frail and needy parents.

Parental characteristics, namely age and no spouse status, were not significant
predictors for non-coresident families in Hanoi. The current survey showed that almost half
of the non-coresiding adult children stayed nearby their parents (i.e. 15 minutes away/within
same district). The short distance between households enabled adult children to provide
support to their parents who were old and living alone while enabling parents to have easy
access to their children for practical assistance or companionship.

Filial norm: Intergenerational support among Southeast Asian societies needed to be
examined within the context of filial responsibility, socio-cultural norm and religious duty
(Hamid & Chai 2013; Huou 2013; Knodel 2009; Yaacob 2004). It was found that the
contribution of filial norms on intergenerational support varied across the three societies and,
types of living arrangements. These results reflected the distinct family values and attitudes
towards filial responsibilities across the three societies in South East Asia. Among coresident
families, adult children who endorsed filial norms were found to provide more support to
their parents/parents-in-law. Nonetheless, the significant contribution of filial norms on the
upward flow of intergenerational support was only detected among coresident families in
Bangkok city. The sharing of a residence with parents can be perceived as a manifestation of
the cultural ideal of filial piety. Thus, adult children in Bangkok who co-resided with parents
or parents-in-law may be more committed towards traditional filial responsibilities of
providing care and support to their parents than those who did not share a residence with their
parents.

In contrast, the significant contribution of filial norms in predicting a stronger upward
flow of intergenerational support to parents and parents-in-law was detected among non-
coresident families in Hanoi, in which a higher support for filial norms was related to more
support to own parents and parents-in-law. This finding reflects the stronger influence of
Confucianism on intergenerational relations within non-coresident families in Hanoi whereby
they endorsed the notion of filial piety and recognised children’s obligations in obeying,
taking care of and manifesting gratitude to their superior and elderly persons (Huou 2013).
The more significant contribution of filial norms among non-coresident families may be
because adult children were compensating with more regular care provision to parents or
parents-in-laws who were not living with them.

However, an unexpected finding was reported among non-coresident families in Kuala
Lumpur whereby it was demonstrated that adult children who provide greater support to
parents were found to express lower emphasis on filial norms than those who provided less
support. It should be noted that this negative relationship between filial norms and the
upward flow of intergenerational support was very weak in comparison to other significant
predictors included in the regression models. One plausible explanation may be related to the
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concept of filial norms used in the study whereby it was operationalised to signify the degree
of agreement on the obligations to provide material support and contribute to the livelihood
of parents and parents-in-law, while intergenerational support used in the model is a
composite score of financial, emotional and domestic support that adult children provide to
their parents/parents-in-law. Further analysis of the different types of support may vyield
different results regarding filial norms. Besides that, half of the samples in Kuala Lumpur
were Malays and it was noted that Malay parents did not have clear-cut expectations
regarding the obligations of children to provide financial or material support or to feel
indebted for their upbringing as was emphasized by the Chinese and Indian parents. Malays
viewed the parent-child relationship in terms of more diffuse obligations, engendered by
gifts, and the long term return from children was expressed more subtly (Li 1989). Thus, the
notion of filial norms which were heavily based on financial obligations may contradict the
notion of filial obligation and parental expectation of children among the Malay society. In
other words, it is important to take into account the ethnic group variation when examining
care transactions between generations within the Kuala Lumpur sample.

Support from parents: Reciprocity was evident in both coresident and non-coresident
families across all three societies. It was clearly shown that a greater extent of support from
parents was associated with more support to parents and parents-in-law. The findings
reflected a dynamic and bi-directional mechanism in intergenerational support in these
Southeast Asian societies which may be motivated by and negotiated on the basis of support
needs and relative resources (Choi 2003; Johar et al. 2014; Takagaki & Silverstein 2011).
For example, the instrumental support needs of older adults and childcare needs of dual-
earner families may motivate greater exchange across generations. In other words, these
findings reflected the active role of elderly parents in promoting the functionality and
economic well-being of their families, irrespective of the living arrangements. Parents in
Southeast Asian societies were not passive recipient of support: Two-thirds of older parents
in the Philippines and more than half in Thailand provided monetary and material support to
their adult children, followed by almost 40% in Vietnam (Chan 2005a, 2005b). As Chan
(2005a) asserted, older persons should not always be viewed as dependent on other family
members; their important contribution/support to adult children was not only crucial for
enhancing the older adult’s well-being, but also in improving the overall family’s financial
standing. In addition, the findings also reflected the demand of adult children in these three
societies for regular support from parents and parents-in-law, especially among those who
were not sharing a residence with them. Among co-resident families in Asian communities,
parents were reported to be heavily involved in childcare, cooking, laundry, and other
household duties (Lee, Lee, Yu, Sun & Liu 2000). Thus, knowing that family was the main
provider for elderly and childcare in these three urban societies, with the lack of effective
public policy to ease their burden, adult children have to rely on parents as the most reliable
person to support the demands of their daily lives and, in return, provide financial or practical
assistance to parents for their support.

Strata and living standard: Intergenerational support was found to be differentiated
according to country specific characteristics, namely strata and living standard in Hanoi and
Kuala Lumpur. In the case of Kuala Lumpur, intergenerational support for parents and
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parents-in-law was more regular among adult children with low living standards or poor
economic status than those with high living standards or better economic status. This flow of
upward intergenerational transfer was similar across co-resident and non-coresident families.
These findings imply that among economically constrained families, the support and care for
elderly parents was still very much provided by adult children whether they were co-residing
or not co-residing with their elderly parents. This revealed the burden of poor families in
providing care for the elderly in both groups of coresident and non-coresident in Kuala
Lumpur. More importantly, this resonates with the findings in Chapter Seven on the
increasing expectation from the most financially constrained group in Kuala Lumpur for the
government to provide more support for elderly care and childcare.

As for Hanoi, country specific factors appeared to have more significance on
intergenerational transfer among non-coresident families. As coresidence, especially
patrilocality was considered a common practice in Vietnamese society, it was not surprising
that to compensate for their lack of physical availability and unmet parental expectation,
substantial intergenerational support to elderly parents was detected among non-coresident
adult children. Past literature also reported that the support from non-coresident adult
children to parents often came in terms of financial or material aid (Luo 2012; Yi & Lin
2009). It may also be the case where non-coresiding adult children are migrants from outside
Hanoi, and who earn a better income, were enabled to provide more support to their parents
living in the more rural areas in Vietnam. As shown in the recent data, during 2009-2014, the
migrant population in Hanoi accelerated with the arrival of more than 220,000 migrants from
other provinces which ranked as the third largest migrant population in the country (VGSO
2015). Nonetheless, the significant difference between urban and rural areas in Hanoi implied
a greater burden of elderly care among adult children in urban areas when they did not co-
reside with parents. While urban location had a negative relationship with coresidence
(Goodkind 1997), coresident or multi-generational households in urban areas could serve as a
strategy to ease the burden of providing elderly care in the urban city of Hanoi. Thus, it is
important to consider the country variations, group preferences and the contribution of
different factors according to living arrangements when designing policies to address issues
on care provision, especially elderly care.

4. SUMMARY

In summary, the evidence presented highlights the main burden of care giving for old
and young population in these Southeast Asian societies remained within the family with a
substantial contribution from the wider family network. The diverse historical background
and socio-cultural development across these three societies also led to variations in the family
system, which challenged the notion of a similar patriarchal family system among those
living in the city of Bangkok Metropolis, Hanoi and Kuala Lumpur. The diversity and
similarity in norms lent blasts of colour to the Asian landscape reflecting a rich ethnic and
religious mosaic which extended beyond patriarchal norms. The different family systems,
which included patriarchal, bilateral and matriarchal systems, had implications on the
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differentiated expectation of sons and daughters as well as of married and unmarried children
in care provision across the three Southeast Asian societies.

The degree of active role of elderly parents in supporting the needs of adult children
and intergenerational exchange between parent and children was also subject to the type of
living arrangement among these Southeast Asian societies. The burden of care provision for
elderly parents was profound among poor families, those in urban areas, and among non-
coresident families. In addition, the upward flow of intergenerational support to parents was
negotiated and based on situational factors such as proximity/location and SES, and parents’
capacity to fulfil the needs of their adult children.

More importantly, the intergenerational support from adult children to elderly parents
was mainly determined by the characteristics of adult children supported by reciprocity from
parents and cultural norms; there was a weak contribution from parental factors that include
health status and widowhood. The findings raised concerns regarding the inability of adult
children to meet the need for care and support of their elderly parents, during their time of
need, sickness and widowhood, despite the parents’ active role in supporting the needs of
adult children. Thus, there was also a gap in the role of family in supporting the needs of
parents especially in relation to health care and the psychological needs of the elder.

While care provision was mainly based within the informal family network, there was
an emerging shift in expectation of parental care from more active engagement from non-
familial sectors such as government, community and market, and there were variations in
group preferences, according to age cohort, gender and economical status across all three
societies. For example, the discrepancy between practice and attitudes towards care provision
across the old, middle and young generations was an indication of the need for the
redistribution of the care burden to other sectors, specifically to the state due to the
diminishing family capacity in care provision for elderly. Thus, it is important to take into
consideration the specific target groups when designing programmes and public policy
regarding the provision of care for elderly and children.
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Figure 8.1 Summary of norms and practice for patriarchal/non-patriarchal family
system among coresident and non-coresident families in Bangkok Metropolis, Kuala
Lumpur and Hanoi
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Figure 8.2 Factors predicting for intergenerational support in coresident and non-
coresident families in Bangkok Metropolis, Hanoi and Kuala Lumpur
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Table 8.1 Summary of Multiple regression analysis for intergenerational support among both resident and non-resident families for

Bangkok, Hanoi and Kuala Lumpur (UnBeta)

Predictor Coresident, Unf Non-Coresident (Parents), Unf Non-Coresident (PIL), Unf
BKK  Hanoi KL BKK Hanoi KL BKK Hanoi KL
Adult children characteristics
Gender x Marital status
Married daughter - - -1.45** .60* - 75%* - - 1.08*** -
Unmarried son -5.18*** -6.31***  -6.08*** -1.47*  -2.90** - - - -
Unmarried daughter -2.20*  -597***  -6.00*** - -4.00*** -1.01+ - - -
Older generation 1.75*  2.00** - - - - - - -
Middle generation - - -2.64** 0.59+ - - - - -
AC Education level - - - - 0.82** - - - -
Children below 7 (Min 1) (0,1) - - - - - - - - -0.45+
Parental characteristics
Age 65 or > (at least 1) (0,1) 1.52* - .96* - - - - - -
High health needs (0,1) - - - - - - - - -
No spouse - 97** - - - - - -0.41*
Familial factors
Filial norm 1.25%** - - - 30** -.04* - 34F*F* -
Family interaction 32**  BeFr* - - - - - - -
Support from parents to AC AZFFE - GYREx 28*** 36*** 2T*** Y fadeia B0*F**  HoF** J5F**
Distance - - -.15* - - - - 15*
Other demographic
Urban - - 0.98*** - - -
Living standard - -.54** -0.74%** .1 22%** - Q5*** -.64***
Ethnicity (ref: Malay)
Chinese - -0.58+ -
Indian - - -
Adjusted R-squared 0.50 0.61 0.51 0.16 0.20 0.22 0.23 0.26 0.38
F 17.63*** 33.73*** 37.21*** 6.76***  9.04*** 9 68*** 8.50***  12.38*** 19.71***

Note. Support: Composite of Financial, Emotional and Care support from both Parents and PIL; P=Parent; PIL=Parents-in-law;
AC=Adult children; Living standard: 1=High, 2=Middle, 3=Low; p<.10+, p<.05*, p<.01**, p<.001***
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