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The objective of this article is to discuss one component of a decent living, namely economic security for the elderly. In particular, it will examine how the means of support for the elderly in Thailand changed between 1996 and 2004 and what the relative roles are of public and private in providing economic security for the elderly in the face of changing socio-economic and demographic circumstances. The paper uses the results of the National Transfer Account of which technique of estimation was described elsewhere in the book. The organization of this chapter is as follows: In section 1, we briefly describe the socio-economic background of the country, followed by the existing elderly support system in Thailand. Comparison of changes in the nature of labor income, consumption and its deficit over the life cycle is given in Section 2, followed by a conclusion in the last Section.

1. Background of the country

Economics

Basic economic indicators for selected years during the last decade are shown in Table 1. Before the economic crisis in 1997, average real GDP increased 7.7% annually during 1993-1996. Annual increase dropped to 1.4% and 11.0% in 1997 and 1998 respectively. After 1998, the economy gradually climbed out of the crisis and the average annual GDP growth during 1999-2004 was 4.8%. The size of the population was still increasing, but at a declining rate, at 1.2% and 0.8% at the beginning and the end of the decade respectively. Hence, except during the two crisis years, GDP per capita kept rising. In 2004, per capita GDP in current price was 101,305 Baht a year.
 The share of GDP generated in the agricultural sector remained quite stable at around 9-10%. 

Before the crisis in 1997, public consumption accounted for 13% of total consumption. But during the crisis, private consumption declined by 1.38% and 12.22% in 1997 and 1998 respectively. Public consumption also declined by 1.58% in 1997, but due to a reverse fiscal policy the following year, public consumption increased 3.82% in 1998. Hence public consumption share increased to 15% in 1998. The increase in public consumption was mainly in education and health. In 2004, about one third of public consumption was for education, 9.3% for health and 57.6% for other public services. In contrast to public consumption, health claimed a relatively high share of almost 6%, while the educational share accounted for less than 1% of total private consumption. 

Table 1 Thailand National Income Account at 1988 Prices 
	
	1994
	1996
	1998
	2000
	2002
	2004

	By Economic Activities
	
	
	
	
	
	

	GDP
	2,692,973
	3,115,338
	2,749,684
	3,008,401
	3,237,042
	3,678,511

	   Agriculture
	265,893
	288,840
	282,606
	309,948
	322,179
	341,829

	   Non-Agricultural
	2,427,080
	2,826,498
	2,467,078
	2,698,453
	2,914,863
	3,336,682

	Per capita GDP
	45,867
	51,920
	44,929
	48,339
	51,265
	57,300

	Population (1,000)
	58,713
	60,003
	61,201
	62,236
	63,143
	64,197

	   % Share of Agricultural
	9.87
	9.27
	10.28
	10.30
	9.95
	9.29

	   % Share of Non-agricultural
	90.13
	90.73
	89.72
	89.70
	90.05
	90.71

	Expenditure
	
	
	
	
	
	

	Total Expenditure
	1,707,043
	1,954,914
	1,741,747
	1,900,848
	2,068,707
	2,314,700

	Private
	1,486,105
	1,694,443
	1,478,785
	1,623,716
	1,782,648
	2,008,211

	   Education
	7,774
	8,909
	9,636
	9,402
	9,828
	10,454

	   Health
	88,528
	97,820
	88,914
	95,799
	103,705
	120,120

	   Others
	1,389,803
	1,587,714
	1,380,235
	1,518,515
	1,669,115
	1,877,637

	Public
	220,938
	260,471
	262,962
	277,132
	286,059
	306,489

	   Education
	62,091
	72,982
	89,421
	92,332
	94,484
	101,129

	   Health
	19,656
	23,904
	30,651
	31,080
	31,984
	28,795

	   Others
	139,191
	163,585
	142,890
	153,720
	159,591
	176,565

	%Private
	87.06
	86.68
	84.90
	85.42
	86.17
	86.76

	   %Education
	0.46
	0.46
	0.55
	0.49
	0.48
	0.45

	   %Health
	5.19
	5.00
	5.10
	5.04
	5.01
	5.19

	   %Others
	81.42
	81.22
	79.24
	79.89
	80.68
	81.12

	%Public
	12.94
	13.32
	15.10
	14.58
	13.83
	13.24

	   %Education
	3.64
	3.73
	5.13
	4.86
	4.57
	4.37

	   %Health
	1.15
	1.22
	1.76
	1.64
	1.55
	1.24

	   %Others
	8.15
	8.37
	8.20
	8.09
	7.71
	7.63

	%Total Expenditure
	100.00
	100.00
	100.00
	100.00
	100.00
	100.00


Population
Population by broad age groups in the past 45 years and the expected future population in Thailand are shown in Table 2. The demographic transition in Thailand began in about 1960 and is expected to be completed in 2010. The proportion of the population aged 60 and above to total population was 4.7% in 1960 and increased to 9.2% in 2000. This proportion is expected to increase to 15.3% in 2020 and further to 27.8 in 2050. These figures show a very rapid process of population ageing in Thailand compared to the population ageing process that occurred in the past in already industrialized countries. A population of which 15% is elderly is considered to be an aged society, and Thailand will enter this stage in 2020. 

The major concerns related to population ageing in Thailand now is how a growing number of elderly can have a decent living in the face of smaller family sizes, growing labor force participation of women and weakening ties in the family etc. Several components are needed to live a decent life, including good health and having access to quality health care when needed, sufficient income to make ends meet and being well informed (or well accepted) enough to be able to participate in related social issues. A rapid process of population ageing leaves shorter time for society to prepare and adjust, especially when it comes to creating financial security in a country where a significant proportion of the working population is still struggling to make ends meet. In 2004, roughly 27% of the working population was covered by some forms of old age security. Those who work in the agricultural sector or are self-employed rely mainly on traditional means of support from children or other assistance programs. About 17.5% of the elderly live below the poverty line which is defined at 1,243 Baht per month per capita.

Table 2 Population by broad Age Group 1/
	
	1960
	1970
	1980
	1990
	2000
	2010 2/
	2020 2/

	Population (in thousand)
	26,258
	34,397
	44,824
	55,532
	62,408
	67,234
	70,505

	Population aged under 15 years old (in thousands) 
	11,317
	15,513
	17,168
	15,710
	15,960
	14,915
	13,884

	Population aged  15-59 years old (in thousands)
	13,307
	17,164
	25,236
	35,847
	40,715
	44,680
	45,845

	Population aged 60 and above (in thousands)
	1,234
	1,720
	2,421
	3,975
	5,733
	7,639
	10,776

	Proportion of Population aged under 15 (percentage) 
	43.1
	45.1
	38.3
	28.3
	25.6
	22.2
	19.7

	Proportion of Population aged 15-59 (percentage)  
	52.2
	49.9
	56.3
	64.5
	65.2
	66.4
	65.0

	Proportion of Population aged  60 and above (percentage)
	4.7
	5.0
	5.4
	7.2
	9.2
	11.4
	15.3


Data Sources: 1/ Population Census by National Statistical Office 

2/ Population Projection by Human Planning Division, National Economic and Social Development Board 1995 

Socio-economic characteristics of the elderly

Selected Socio-economic characteristics of the elderly are summarized in Table 3. In 2005, 2.3%, 61.2%, 34.1% and 2.2% of the elderly were single, married, widowed, divorced or separated, respectively. When classifing the elderly by their relationship to head, the majority of them (58.4%) were heads of households, and 22.2% and 16.3% were spouses or parents or parent-in-law. However, household status alone does not really display their living arrangements. A special Elderly Survey conducted in 1998 (shown in Table 4) reported that 70.9% of the elderly lived with children with or without spouse present (this had gone down from 76.9% in 1986), 17.6% either lived with spouse only or with spouse and other relatives, 7.1% lived with other relatives only and 4.3% lived alone. The percentage of the elderly who lived alone had increased from 3.6% in 1986 and further increased to 7.1% in 2004. In general the educational attainment of the elderly was quite low, with only 16.7% having completed more than 4 years of formal education in 2004. Roughly three fourths of the elderly were literate. Slightly above one third of them was still economically active, male elderly were more economically active with about one half still working. Work in the agricultural sector was still dominant as only 9.7% of those who were economically active worked in the formal sector. Among those who worked, the average earning for men was 5,753 Baht and was 3,436 Baht only for women per month, despite the fact that working hours were quite long at approximately 40 hours per week.  
Table 3 Selected Characteristics of the elderly in 2005

	
	Total
	Male
	Female

	% of population age 60+
	100.0
	45.7
	54.3

	Marital Status1/

   Single

   Married

   Widow

   Divorced or Separated
	100.0
2.3

61.2

34.1

2.2
	100

1.2

80.8

16.5

1.5
	100

3.3

44.8

49.0

2.8

	% who live alone
	7.1
	5.5
	8.5

	Education attainment 3/

   No education

   Less than 4 years

   Complete primary education

   Higher than primary

   Unknown
	100

16.9

7.2

62.9

12.6

4.1
	100

10.5

6.8

63.8

18.2

0.6
	100

22.2

7.6

62.0

7.9

0.4

	Literacy rate 
	77.6
	85.8
	70.9

	% Who are economically active
	37.1
	49.8
	26.6

	Industry4/

   Agrcultural sector

   Non-agricultral sector
	100

61.5

39.5
	100

66.7

33.3
	100

53.6

46.4

	Formal or Informal5/

 Formal

  Informal   
	100.0

9.7

90.3
	100.0

11.2

88.8
	100.0

7.6

92.4

	Earning (Baht per month)6/
	4,918.8
	5,753.1
	3,436.2

	Working hour (per week)
	39.8
	39.9
	39.8

	Main Source of Income 1/

   Own Labor Income or of Spouse 

   Children

   Savings and its return

   Pension

   Relatives

   Welfare

Others
	36.2

48.5

4.4

2.3

5.9

0.1

2.5
	47.6

39.4

4.0

2.5

3.8

0.1

2.7
	17.6

63.5

5.1

2.0

9.4

0.1

2.3


Notes: 1/ Table 7 p. 10 2/ Table 1 p. 36 for year 2006 3/ Table 1 p. 88 4/ Table 2 p.55 5/ Table 3 p.56 6/ Table 7 p. 59

According to the Elderly Survey of 1998, 35% of the elderly reported themselves as having insufficient means to live on. But the absolute poverty line showed that in 1991, 13.2% of the elderly lived in poverty as compared to 10.9% for the whole population in the same year (Phananiramai and Suksiriserikul 1996). When asking the population aged 50-59 years old about their expected old age support, 55% intended to rely on their children, spouse or relatives, 15.6% and 11.9% intended to rely either on their own labor or asset income, and only 2.3% mentioned pensions as their source of support, and finally about 15% had never given any serious thought to their old age support or else they intended to rely on welfare. 
Table 4 Living Arrangement and Main Sources of Income
	
	Total

	Living arrangement 2/

   With children

          With children only

          With children and spouse

           With children, spouse and others

           With children and others

   With spouse

           With spouse only

           With spouse and other relatives

   With no spouse and no children

    Live alone
	100.0

70.9

5.2

12.5

30.3

22.9

17.6

11.9

5.7

7.1

4.3

	Source of old age supports expected by persons age 50-59 3/

   Children, spouse or relatives
   Labor income
   Asset income

   Pension

   Welfare

   Never given any thought   
	55.4

15.6

11.9

2.3

0.2

14.7


Source: 1/ Table 4.3 and 2/ Table 5.3 in A Report on the Survey of theWelfare of Elderly in Thailand 1996 Chayowan and Knodel

The existing elderly support 

As of 1998, the majority of the population approaching old age cited children as their main source of old age financial support. This indicates that the formal security system in Thailand is still very low in coverage. Formal security in Thailand is mainly occupation-based. Government officials have two layers of old age security, namely the pension scheme as the first layer and the provident fund as the second layer. The pension scheme for government officials is the oldest scheme, having been in existence since 1901. It is non-contributable and pensions are paid out of general tax revenue. Pensions are paid to those who work for the government for more than 25 years upon retirement at the age of 60. It is calculated based on recent salary and increase by number of years in service. Pensions for government officials are quite generous with an average replacement ratio above 50%, the minimum replacement ratio recommended by ILO. The second layer of security was introduced in 1996. It is a defined contribution scheme which government officials and the government, as employer, each contributes 3% of the salary to the Central Provident Fund. A lump sum is paid out upon retirement or when membership is terminated.

Old age security for private employees in the formal sector was introduced in 1999. It is a defined benefits scheme which is financed from the contribution of employee and employer, each paying 3% of the salary. The pensionable age is 55 and beneficiaries must have contributed to the old age fund for at least 15 years. The replacement ratio for this scheme is lower than that for government officials. For example, a person who has been working 30 years for the governement before retirement will collect their pension at 60% of recent wage, where as a person who has been working as a private employee for the same length of time will collect their pension at only 35% of recent salary upon retirement. Similar to government officials, private employees also have a second layer of old age security which is a defined contribution scheme. However, participation in the second layer is on a voluntary basis.

In addition to the above mentioned schemes, the government also encourages saving for old age by providing tax incentive for those who invest in Retirement Mutual Funds. In order to receive tax benefits, investors can not withdraw their investment from the fund until reaching a certain age or having invested for a certain period of time. This program is mainly for the higher income class who use the scheme for tax benefits rather than for old age security. 
In 2005, 8.47 million employees were covered under the Old Age Security Scheme by Social Security Office (SSO) with 285,897 million Baht accumulated in the Fund. There were 1.67 million private employees who were members of privately managed provident funds worth 345,896 million Baht. There were 1.16 million government officials who were members of the Central Provident Fund with assets worth  286,749 million Baht. There were 64 Retirement Mutual Funds in existence worth 18,456 million Baht. Hence the existing schemes cover approximately a total of 10 million persons or about 27% of the economically active population.  

Those who work in the agricultural sector or are self-employed are not yet  covered by the existing schemes. Presently there are endeavors from various government agencies to extend the coverage of old age security to all. The Social Security Office (SSO) which operates the scheme for employee tries to extend the coverage by reducing evasion of small establishments, as well as extending coverage to the self-employed. Legally SSO must cover employees in all establishments even with only one employee. However in practice, employees of small establishments do not know of their rights and the SSO does not have enough personnel to compel compliance, therefore many small establishments evade joining the program in order to avoid paying contributions for employees. At the same time, the SSO is studying the possibility of extending the coverage to some well organized groups of self-employed people through their associations, such as taxi drivers associations, freelance attorney associations, actors associations, writers associations, etc. Meanwhile, the Ministry of Finance is trying to establish a National Pension Scheme which aims at covering all persons who are not covered at present. The plan is to strengthen the existing community funds, and build a National Pension Scheme on them. 
In addition to old age security which is based on the principle of insurance, there are also assistant programs to help those elderly who escape the existing social safety net. For example, the government has provided some comprehensive institutional cares which include housing, meals, health-care and other necessities for a small number of elderly people. There are also cash benefits of 500 Baht per month for the poor elderly. However, the number of reciepients is still far short of adequate. 

Thus far, private support within the family for the elderly is still quite strong, and this might be one reason that explains why support through the public sector is still minimal. As mentioned above, a very high percentage of the elderly lives with their children. Even those children who do not live with their parents frequently provide either in-kind or cash to their aged parents.
  However, there are signs that family support is weakening as the percentage of the elderly who live with their children is declining and the percentage of them who live only with spouse or lived alone is increasing.     
2. Comparing the National Transfer Flow Account for Thailand in 1996 and 2004
The estimation of the NT Flow account for both years closely follows the standard method provided by Mason et al. (forthcoming) and the website www.ntaccounts.org. Basic results of the estimations are presented in the following Tables and Figures. 
Table 5: The National Transfer Flow Account for Thailand in 1996 (Per Capita)
 (Baht)

	
	
	
	Domestic by age

	 
	 
	 
	Total 
	0-19
	20-34
	35-49
	50-64
	65-79
	80+

	Lifecycle deficit
	6,861 
	37,472 
	-7,891 
	-33,499 
	-3,817 
	39,837 
	44,359 

	Consumption
	45,550 
	40,914 
	55,572 
	55,018 
	53,482 
	51,245 
	45,466 

	 
	 Private
	36,745 
	27,614 
	48,073 
	48,256 
	46,438 
	43,667 
	37,930 

	
	Public
	8,805 
	13,300 
	7,500 
	6,762 
	7,044 
	7,578 
	7,536 

	Less: Labour Income
	38,689 
	3,443 
	63,463 
	88,517 
	57,299 
	11,407 
	1,107 

	Age Reallocations
	6,861 
	37,472 
	-7,891 
	-33,499 
	-3,817 
	39,837 
	44,359 

	Asset-based Reallocations
	6,475 
	1,213 
	4,707 
	12,930 
	19,081 
	23,105 
	9,010 

	 
	Income on Assets
	25,724 
	326 
	24,372 
	63,336 
	75,067 
	47,635 
	15,581 

	 
	Less: Saving
	19,249 
	-887 
	19,665 
	50,406 
	55,986 
	24,530 
	6,571 

	Transfer
	 
	386 
	36,259 
	-12,598 
	-46,429 
	-22,898 
	16,732 
	35,348 

	 
	Public
	40 
	10,142 
	-3,851 
	-9,703 
	-9,094 
	-2,604 
	2,063 

	 
	Private
	347 
	26,117 
	-8,747 
	-36,726 
	-13,804 
	19,336 
	33,286 

	 
	Inter-household 
	347 
	116 
	482 
	-476 
	1,575 
	2,801 
	1,422 

	 
	Intra-household 
	0 
	26,001 
	-9,228 
	-36,250 
	-15,379 
	16,535 
	31,864 


Table 6: The National Transfer Flow Account for Thailand in 2004 (Per Capita)
 (Baht)

	
	
	
	Domestic by age

	 
	 
	 
	Average
	0-19
	20-34
	35-49
	50-64
	65-79
	80+

	Lifecycle deficit
	7,898 
	44,952 
	-2,161 
	-38,242 
	-4,098 
	46,855 
	57,937 

	Consumption
	57,998 
	47,645 
	64,044 
	62,654 
	61,431 
	61,277 
	61,853 

	 
	 Private
	46,673 
	30,169 
	55,091 
	55,103 
	53,379 
	52,549 
	52,830 

	
	Public
	11,325 
	17,476 
	8,953 
	7,551 
	8,053 
	8,728 
	9,022 

	Less: Labour Income
	50,100 
	2,693 
	66,204 
	100,896 
	65,529 
	14,422 
	3,916 

	Age Reallocations
	7,898 
	44,952 
	-2,161 
	-38,242 
	-4,098 
	46,855 
	57,937 

	Asset-based Reallocations
	6,547 
	1,129 
	6,876 
	6,726 
	12,338 
	21,704 
	12,838 

	 
	Income on Assets
	25,165 
	342 
	18,329 
	53,033 
	51,694 
	24,828 
	9,934 

	 
	Less: Saving
	18,617 
	-788 
	11,453 
	46,307 
	39,356 
	3,125 
	-2,904 

	Transfer
	
	1,351 
	43,823 
	-9,037 
	-44,968 
	-16,436 
	25,151 
	45,099 

	 
	Public
	54 
	13,102 
	-2,966 
	-10,131 
	-8,281 
	-1,594 
	1,273 

	 
	Private
	1,296 
	30,721 
	-6,071 
	-34,838 
	-8,154 
	26,745 
	43,826 

	 
	
	Inter-household 
	1,296 
	403 
	1,786 
	232 
	2,436 
	5,455 
	4,306 

	 
	
	Intra-household 
	0 
	30,318 
	-7,857 
	-35,070 
	-10,591 
	21,291 
	39,519 


Table 7: The National Transfer Flow Account for Thailand in 1996 (Aggregate)
 (Billion Baht)

	
	
	
	
	Domestic by age

	 
	 
	 
	Total 
	0-19
	20-34
	35-49
	50-64
	65-79
	80+

	Lifecycle deficit
	437 
	847 
	-113 
	-368 
	-37 
	94 
	14 

	Consumption
	2,901 
	930 
	917 
	601 
	312 
	128 
	14 

	 
	 Private
	2,340
	629 
	793 
	527 
	271 
	109 
	12 

	
	Public
	561
	301 
	125 
	74 
	41 
	19 
	2 

	Less: Labour Income
	2,464 
	82 
	1,030 
	969 
	348 
	34 
	0 

	Age Reallocations
	437 
	847 
	-113 
	-368 
	-37 
	94 
	14 

	Asset-based Reallocations
	412 
	29 
	76 
	139 
	106 
	59 
	3 

	 
	Income on Assets
	1,638 
	8 
	388 
	675 
	441 
	122 
	6 

	 
	Less: Saving
	1,226 
	-21 
	312 
	536 
	334 
	62 
	2 

	Transfer
	 
	25 
	819 
	-189 
	-507 
	-143 
	35 
	10 

	 
	Public
	3 
	228 
	-60 
	-105 
	-54 
	-7 
	0 

	 
	Private
	22 
	590 
	-129 
	-402 
	-89 
	42 
	10 

	 
	 
	Inter-household 
	22 
	3 
	8 
	-5 
	8 
	7 
	0 

	 
	 
	Intra-household 
	0 
	588 
	-137 
	-397 
	-97 
	34 
	9 


Table 8: The National Transfer Flow Account for Thailand in 2004 (Aggregate) 

(Billion Baht)

	
	
	
	
	Domestic by age

	 
	 
	 
	Total 
	0-19
	20-34
	35-49
	50-64
	65-79
	80+

	Lifecycle deficit
	503 
	940 
	-21 
	-544 
	-74 
	173 
	29 

	Consumption
	3,694 
	999 
	1,015 
	889 
	524 
	236 
	32 

	 
	 Private
	2,973 
	633 
	872 
	782 
	456 
	203 
	27 

	
	Public
	721 
	365 
	143 
	107 
	68 
	33 
	5 

	Less: Labour Income
	3,191 
	59 
	1,036 
	1,433 
	598 
	63 
	2 

	 
	 
	 
	
	
	
	
	
	
	

	Age Reallocations
	503 
	940 
	-21 
	-544 
	-74 
	173 
	29 

	Asset-based Reallocations
	417 
	24 
	108 
	95 
	97 
	86 
	7 

	 
	Income on Assets
	1,603 
	7 
	284 
	746 
	459 
	101 
	6 

	 
	Less: Saving
	1,186 
	-17 
	175 
	651 
	362 
	15 
	-1 

	Transfer
	 
	86 
	916 
	-130 
	-639 
	-170 
	86 
	22 

	 
	Public
	3 
	273 
	-45 
	-142 
	-76 
	-7 
	1 

	 
	Private
	83 
	643 
	-85 
	-496 
	-94 
	94 
	22 

	 
	 
	Inter-household 
	83 
	9 
	29 
	4 
	18 
	21 
	2 

	 
	 
	Intra-household 
	0 
	634 
	-114 
	-500 
	-112 
	73 
	19 


After multiplying current prices in 1996 by 1.19, a price inflator, the 1996 and 2004 per capita labor income and consumption in 2004 prices are compared in Figure 1. The graphs closely resemble each other. Roughly labor income turns positive at around age 14, with the peak being at age 40 in both years. Enterprenuerial income tends to arrive at a peak later than wage income. Per capita consumption in 2004 remained quite stable between ages 15-66 and increased slightly after aged 67. But in 1996, per capita consumption decreased slightly after age 67. The difference might be mainly due to higher health expenditure in 2004. Consumption in 2004 was higher than in 1996 in all age groups, whereas a higher labor income occurred mainly during prime ages. Hence the first crossing age between labor income and consumption age profiles increases, at 25 years in 1996 and 26 year in 2004. It is likely that the result is due to higher education and delayed participation in the labor market in 2004 which postpones the age at which young adults start to be self-sufficient. But the second crossing age remains the same at age 59. This means that over the life cycle, the span of time when a person is net provider was shorter over time, namely 34 and 33 years in 1996 and 2004 respectively. 
Figure 2 compared the aggregate labor income and consumption in 1996 and 2004. Due to the age structure of the population, the major burden of adults was to finance the deficits of the young rather than of the old. But in 2004, it was quite evident that the burden of the old increased substantially compared to year 1996. 
Figure 1: Per Capita Labor Income and Consumption in 1996 and 2004 
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Figure 2: Aggregate Labor Income and Consumption in 1996 and 2004 
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Figure 3: Per Capita Deficit in 1996 and 2004 
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Figure 4: Aggregate Deficit in 1996 and 2004 
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Figure 3 show per capita deficits in 1996 and 2004. With higher spending on education and a higher standard of living in general, per capita deficit increased both in young and elderly people. These higher deficits were only partially matched by a higher per capita surplus among the working adults. This implies that it would be more difficult for an average person in 2004 than in 1996 to maintain an average living standard if that person survives long enough and has to finance lifetime consumption with lifetime labor income because consumption seemed to increase more than labor income. However, since the proportion of population in the working age was high in 2004, in terms of aggregate, the area of surplus seemed to be more than sufficient to cover increasing deficits among the young and the elderly people. Figure 4 which compares aggregate lifecycle deficits in 1996 and 2004 is a simple demonstration of the first population dividend in Thailand. 
How to Finance the Deficit? 

According to the NTA setting, these deficits can be closed either by public or private transfers or by asset-based reallocation. The pattern and the nature of changes in the transfers and reallocation will be examined next.
Public Transfer

Public inflow transfer includes both cash and in-kind transfers through government while outflow transfer is mainly taxes levied on either consumers or producers. Due to a large proportion of government consumption on education, persons aged below 22 were the main net receivers of public transfers, even though the government had introduced several social assistant programs targeting the elderly or the poor in general, net public transfer received by the elderly remained negative until  around age 80. In comparison, net per capita transfers from public to the young was higher in 2004 than in 1996. This was mainly due to higher subsidies in education on the average in 2004 because the proportion of persons studying in secondary and college education which cost was more expensive, was higher. Changes in other ages were more subtle. Per capita public transfer in 2004 peaked at around age 50, whereas the pattern was more even between the ages of 40 and 60 in 1996; and similar to the change in labor income, the time span over the life cycle when an individual’s outflow was higher than inflow seemed to be shorter. Whether these subtle changes were real or merely due to some sampling error needs further investigation.
Figure 5: Net Per Capita Public Transfer in 1996 and 2004 
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Differences in the net aggregate public transfers seemed to be dominated by the changing age distribution. In 2004, net public transfers peak came from the 40’s age group, shifting forward from the 30’s age group in 1996. 

Figure 6: Net Aggregate Public Transfer in 1996 and 2004 [image: image6.emf]-15
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Private Transfers 

Per capita and aggregate net private transfers in 2004 are shown in Figure 7-8. Private transfer is defined as the sum of inter- and intra- household transfers. Figure 7 shows that intra-household transfers dominated private transfer; as per capita inter-household transfers were much lower compared to intra-household transfers. Net receivers of private transfer were the population aged below 25 and above 60. It is quite obvious that the peak at around 18 and 21 for intra- and inter household transfers was related to educational costs for children. At the upper end, private transfers increased linearly from age 60 to almost 90, then began to level off. There were substantial inter household transfers to the elderly which confirmed previous finding that children frequently sent cash or in-kind to their parents even though they lived in separate households. Since inter-household transfers were more for the elderly people, the burden peaked at around the age of 50, whereas the burden of intra-household peaked at around the age of 40. In terms of aggregate burden, main providers of private transfers came from population age around 40 and most of them went to population age lower than 25 with a much smaller portion went to population aged above 60.
Figure 7: Net Per Capita Private Transfer in 2004 
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Figure 8: Net Aggregate Private Transfer in 2004 
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Figure 9: Per Capita Private Transfer in 1996 and 2004 
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Figure 10: Aggregate Private Transfer in 1996 and 2004 
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As shown in Figure 9, there was no significant difference in the age profile of per capita net private transfer between 1996 and 2004, but transfers were higher in 2004 at both ends. Here a shorter span over the life cycle when an individual was a net provider became more evident, as it was 35 years (from age 25-59) in 2004 versus 38 years (from age 25-62) in 1996. In terms of aggregate, not only was the level higher in 2004, but the burden also seemed to shift to the right over time as children stayed in school longer and the elderly lived longer. 
Asset-based Reallocation 
Asset-based reallocation is defined as asset income minus savings. Figure 11 shows that both asset income and savings were lower in 2004 than in 1996, but a decline in asset income was dominant, resulting in a decline the asset-based reallocation in most ages in 2004 (shown in Figure 12). Further classification of asset income into capital share of entreprenuerial income and other asset income such as profit, rent received and dividend etc. showed that the former accounted for a lower percentage of total asset income in 1996, but the reverse was true in 2004. During the crisis, the rate of return on asset had reduced substantially while labor income from enterprenuerial income was less affected; hence a decline in the relative share of other asset income in 2004 was due to the crisis and was only temporarily. 
Figure 11: Asset Income and Saving in 1996 and 2004

[image: image11.emf]-80,000

-60,000

-40,000

-20,000

0

20,000

40,000

60,000

80,000

100,000

0 10 20 30 40 50 60 70 80 90+

Age

(Baht)

Saving, 2004

asset income, 2004

asset  income, 1996

Saving, 1996

 
Figure 12: Net Asset-based Reallocation in 1996 and 2004 (Per Capita) [image: image12.emf]-5,000
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Figure 13: Per Capita Asset income in 1996
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Figure 14: Per Capita Asset income in 2004  
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The Relative Role of Each Source in Financing the Deficit  
 The way Thai people financed the deficit in 1996 and 2004 is summarized in Tables 9 and 10 and graphic presentation is also given in Figures 14-17. Tables 9 and 10 show per capita and aggregate deficit (at nominal prices) by source of financing in 1996 and 2004. In 1996, 25.2%, 69.5% and 5.3% of per capita deficit among persons aged 0-24 was financed by public transfer, private transfer and asset-based reallocation respectively.  Among people aged above 60, financing the deficit was more or less equally split by private transfer and asset-based reallocation. The elderly’s outflow transfers through public institutions exceeded inflow; mainly because of tax on consumption. In 2004, the pattern of fincancing the deficit among the young altered only slightly from 1996; with private transfers reduced by 1.5% of total deficits, and were replaced by an increase of 1% and 0.5% in public transfers and asset-based realloction respectively. But the pattern of financing the deficit among the elderly changed more drastically; with private and public transfers increased by almost 9%  and 2% of total deficit respectively, the changes were matched by a decrease of about 11% in asset-based reallocation. Various programs to increase the financial security of the elderly seemed to start paying off; hence the net percentage outflow from the elderly through public institutions was lower in 2004. However, it was unlikely that the role of private transfers to close the deficits among the elderly will increase over time. We suspect that asset-based reallocation declined only temporarily due to the crisis, and that eventually it would be a more important source to finance the elderly’s deficits than private transfer in the future. 
Figure 14: Per Capita Age Reallocation in 1996 
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Figure 15: Per Capita Age Reallocation in 2004 
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Table 16: Aggregate Age Reallocation in 1996 

[image: image17.emf]-60

-40

-20

0

20

40

60

80

0 10 20 30 40 50 60 70 80 90+

Age

(Billion Baht)

private transfer public transfer asset- based reallocation


Figure 17: Aggregate Age Reallocation in 2004 
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Table 9: Comparison of Per Capita Deficit and Financing Sources

	
	1996
	2004

	
	Young
	Adult
	Aged
	Young
	Adult
	Aged

	In Baht (Current price)

	Deficit
	27,563
	-20,900
	30,938
	39,687
	-27,664
	45,397

	   Public Tranfer
	6,930
	-7,418
	-1,593
	10,426
	-9,095
	-1,234

	   Private Transfer
	19,160
	-22,744
	16,767
	27,023
	-26,025
	28,686

	Asset-based Re-allocation
	1,473
	9,214
	15,764
	2,237
	7,457
	17,945

	In percentage

	Deficit
	100.00
	-100.01
	99.99
	100.00
	-101.00
	100.01

	   Public Tranfer
	25.14
	-35.49
	-5.15
	26.27
	-32.88
	-2.72

	   Private Transfer
	69.51
	-108.82
	54.20
	68.09
	-94.08
	63.19

	Asset-based Re-allocation
	5.34
	44.08
	50.95
	5.64
	26.95
	39.53


Table 10: Comparison of Aggregate Deficit and Financing Sources

	
	1996
	2004

	
	Young
	Adult
	Aged
	Young
	Adult
	Aged

	In billion Baht of current price

	Deficit
	782
	-532
	115
	1,086
	-832
	249

	   Public Tranfer
	195
	-175
	-18
	283
	-260
	249

	   Private Transfer
	543
	-563
	38
	740
	-787
	130

	Asset-based Re-allocation
	43
	206
	96
	63
	214
	139

	In percentage

	Deficit
	100.00
	-100.01
	99.99
	100.00
	-101.00
	100.01

	   Public Tranfer
	24.97
	-32.93
	-15.68
	26.08
	-31.21
	8.09

	   Private Transfer
	69.50
	-105.91
	32.87
	68.11
	-95.57
	52.09

	Asset-based Re-allocation
	5.53
	38.83
	82.80
	5.81
	25.78
	56.01


3. Conclusion

In order to investigate the pattern of changes in the labor income, consumption and deficit age profiles over time, we need a longer series of SES Surveys. Both changes in the per capita and aggregated results are the combined effects of changes in a variety of factors such as in the age and sex structure of the population, living arrangements and family ties, labor force participation rates, the productivity of the labor, consumption pattern, public policies, changing tax structure and changing rate of return on assets etc. To sort out the effects of each factor is extremely difficult if not impossible. However, with only two years for comparison, some dominant features do come out. Firstly, entreprenuerial income is still an important source of labor income in Thailand, it is the cushion for many Thais to rely on when the formal economic sector, which is more subject to global fructuation, fails. Secondly, due to higher education and perhaps earlier retirement, the time span when an individual can finance own consumption with own labor income is shorter over time. Thirdly, related to the second point, although both consumption and labor income increased over time, at least between 1996 and 2004, the ability of the average person to finance lifetime consumption with lifetime labor income seemed to have deteriated. However, due to a high proportion of the working age population, aggregate surplus can easily finance aggregate deficit when the standard of living is still rising. 


 In 1996, the elderly people finance their deficit by asset-reallocation and private transfers with intra-household transfers dominated the second category. However, with fewer incidents of co-residence with their children, inter household transfer may increase its share in the future. We found that both in terms of absolute and percentage, asset reallocation in 2006 reduced substantially. However we do not anticipate that this change will be a permanent trend.
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� In 2004, 1 US dollar is equal to 40 Baht 


� The Situation of Thai Elderly in 2005 by The National Old-age Committee, Ministry of Social development and Human Security 2005 


� This section is drawn from 2 main data sources: The Survey of the Welfare of Elderly in Thailand in 1998 by Population Institute, Chulalongkorn University and The Situation of Thai Elderly in 2005 by the Nationa Old Age Committee, Ministry of Social Development and Human Security.
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