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Abstract

This paper aims at analyzing the determinants of intra-ASEAN labor migration to Thailand, for the period
2002-2010. We apply the well-known Hatton’s migration model to our analysis. Having employed panel data
through fixed effect model estimations, we find that the GDP gaps between Thailand and the migrant countries,
migration stocks which reflect the existence of immigrant networks, and Thailand’s migration worker policy all
play a crucial role in explaining migration behaviors. A policy implication is that the government of Thailand
should pay more attention to its coherent migration worker policy, since it affects the net migration rate,
evidently.
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1. Introduction

International migration is a major economic issue because labour, which encompasses human capital, is perhaps
the most influential factor determining economic growth. Economists and scholars have tried to analyse the
causes of voluntary migration through their own methods and specialties. Hatton (1995) created a model to
explain emigration concerning the United Kingdom, and he found that economic and demographic factors
account for many of the reasons for it. His model was developed and applied to migration in Europe, especially
to the expansion period of European countries. Another important contributor to this line of research is Fertig. In
2001, he studied about migration to Germany, during the period of 1960-1994. Having extended Hatton’s model,
he included factors of free labour migration and utilized alphabetical order and panel data, thereby acquiring a
greater number of data points. Pytlikova (2006) studied the migration of seven countries into the European
Union in 2002, by retrieving data from 1990 to 2000. Her model was also developed from Hatton’s by adding a
distance variable, and using alphabetical order and panel data. It was divided into three categories: no difference
in each country, a difference of each country and a difference in each country. Ruyssen (2008) studied migration
into Eastern Europe. She also modified Hatton’s model by including: migrants’ voting rights, their duration of
holding citizenship, the rates of migration being the responsibility of the target country, numbers of job vacancies
and the ratios of skilled and unskilled workers. She also used alphabetical order and panel data with the same
three categories: no difference in each country, a difference of each country, and a difference in each country.

Despite international migration existing universally, Asian labour migration is quite distinctive. This is because
Asians constitute a substantial portion of the world’s population, although Asia’s per capita income combined is
relatively low. Furthermore, income disparity among countries is noticeable. Likewise, such a pattern also occurs
in the case of the Association of South East Asian Nations (ASEAN). ASEAN, which consists of 10 countries,
has agreed to become a single economic unit by 2015. It is home to approximately 600 million people in total,
but the GDP per capita of the 10 member countries are relatively marginal, when compared to the rest of the
world. In addition, a wide gap of income per capita does exist. The range is from 1,254.52 US dollars for
Myanmar to 56,708.21 US dollars for Singapore, based upon the 1995 international constant dollars and
purchasing parity power (World Bank, 2010). Without doubt, this means substantial income inequality between
the two countries. This also holds true when such a comparison is made between Myanmar and Thailand. This is
because, in 1995, Thailand was ranked fourth in terms of per-capita income amongst the member countries. The
net migration rates to Thailand from Myanmar, Laos, Cambodia and the Philippines are positive. This means that
the numbers of laborers from those countries immigrating to Thailand are greater than the numbers of Thai
laborers immigrating to the same countries. It is fair to say that economic differentials are plausibly the prime
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reason for labour migration. However, there are other significant factors pertaining to such movements as well.
One salient and major factor concerns migration and immigration laws and regulations. As a matter of fact, they
differ greatly among the ASEAN member countries. Other reasons worth identifying are: the levels of economic
development, job opportunities and government cognizance and political concerns. All of these are neither
uniform nor dependent.

These factors, amongst others, largely account for intra-ASEAN migration, although they are subject to
confirmation through empirical investigations. Before proceeding to that point, the following theoretical
concepts of migration need clarification. Based upon country status, the patterns of international migration can
be sorted into three groups. In the case of ASEAN, group one comprises the main source of migrants: Cambodia,
Laos, Philippines, Indonesia, Vietnam, and Myanmar, group two comprises their main destination countries:
Singapore and Brunei, and group three comprises the countries with significant emigration and immigration rates:
Malaysia and Thailand (Hugo, 2005). Thailand lies in a different situation to Malaysia, though classified in the
same group; such is its unique underpinning position. As previously mentioned, Myanmar has the lowest income
amongst all member states. As a result, its outflows are likely to far exceed its inflows. The further the distance a
destination country lies intensifies the problem. Geographically, Thailand is adjacent to Myanmar, and they share
a border more than 1,800 kilometers in length. This, together with the fact that Thailand is one of the destination
countries, has led to an influx of Myanmar workers to Thailand. In addition, they are the poorest, almost all
low-skilled, and have a low level of education, thereby increasing the chance of their being illegal or
undocumented workers. This clearly intensifies the migration problem which Thailand constantly encounters. We
believe that it has become an urgent requirement to seriously examine the factors determining labour migration
to Thailand, with emphasis upon empirical evidence. Also, this intra-ASEAN migration analysis is inspected as
both relative and crucial points.

The main objective of this study is to analyse the factors determining labour migration within the ASEAN
member states, particularly into Thailand. There are two main points in which our study differs from others. First,
we extend Hatton’s (1995) time series model of migration determinants, by taking into consideration the
immigration policies of the destination country. In doing so, we can estimate the model using a fixed effect
scheme, coupled with the use of further observation through panel data. Second, a model of net migration rates
from countries in ASEAN to Thailand is used to estimate the number of migrants into Thailand. This includes the
net migration rates with a model of the situation leading to impacts upon the Thai economy. The policy makers
can benefit from such information for well-planned policy making. In addition, the information can be used more
pertinently to plan, develop and implement labour policies. The result, using panel data, shows that the income
gaps among ASEAN states and their migration stocks, which reflect the existence of immigrant networks, have
strong positive effects upon immigrants from ASEAN countries. Also, the migration worker policy of Thailand
has positive effects upon the net migration rates.

The remainder of this paper is organized as follows: Section 2 outlines the theoretical model, introduces brief
backgrounds and states the specification employed in this study. Section 3 elaborates upon how we obtain our
empirical specification, and provides the estimation results. Section 4 is the conclusion.

2. Selected Variables and the Theoretical Model
2.1 Selected Variables Used in This Study

The Association of Southeast Asian Nations was established on 8" August 1967, in Bangkok, and signed by the
Ministers of 5 countries, namely: Indonesia, Malaysia, the Philippines, Singapore and Thailand. Subsequently,
there are 5 additional countries which have joined: Brunei, Vietnam, Laos, Myanmar, and Cambodia. This
comprises 10 countries in total.

Some selected variables used in the study are illustrated in Table 1. The migration worker policy of Thailand
directly affects the numbers of migrant laborers. There was one notable policy, from the Thai Ministry of Labour,
which stated that only Burmese, Cambodians and Laotians could register for work in Thailand in either 2004 or
2009. This led to higher numbers of foreign workers. In 2003 there were only 296,184 workers, which rose to
858,719 in 2004. That is a rise of 189.93%. In 2008 there were 529,629 workers, but in 2009 the number rose to
1,435,398, equivalent to an increase of 171.02%. The stock of immigrants left in Thailand, ranked in order of the
top three, are from Myanmar, Laos and Cambodia. From these numbers and the apparent patterns it is clear that
distance matters, because all of these countries have common borders with Thailand. Positive net migration rates
show that laborers from these countries migrate to Thailand more than Thai laborers migrate to their countries.
Those countries also have lower GDPs than Thailand. In contrast, laborers from Brunei, Singapore, Malaysia,
and Vietnam migrate to Thailand in lower numbers than Thai laborers migrate to their countries. All of those
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countries have higher GDPs than Thailand, except Vietnam.

The net migration rates of Myanmar, Laos, Cambodia and the Philippines are positive, because the laborers of
these countries move to Thailand in greater numbers than Thai workers move to those destinations, respectively.
The GDPs of these four countries are lower than that of Thailand. On the contrary, workers from Brunei,
Singapore, Malaysia and Vietnam move to Thailand in lower numbers than Thai workers move to those countries,
accordingly, and their GDPs are all higher than Thailand’s, except Vietnam. There was one notable migration
worker policy of Thailand, which stated that only Burmese, Cambodian and Laotian laborers could register for
work in Thailand in either 2004 or 2009. This increased the numbers of ASEAN laborers in Thailand, from
296,184 in 2003 to 858,719 in 2004, and from 529,629 in 2008 to 1,435,398 in 2009.

Table 1. Selected variables used in this study

GDP er
. P Unemployment Net migration rate from ASEAN to

capita o ex Stock of ASEAN workers **** . N
Country (PPP)* rate (%) Thailand (%)

2010 2010 2003 2004 2008 2009 2003 2004 2008 2009
Singapore 56,708.21 2.18 11.01 13.75 22.94 16.17 -24.88 -60.76 -26.12 -24.83
Malaysia 14,744.34 3.40 16.04 21.02 37.49 22.51 -1.70 -7.18 -0.10 -0.58
Brunei

48,621.41 2.70 0.00 0.00 0.00 0.00 -162.86  -360.59  -87.06 -98.38
Darussalam
Indonesia 4,352.61 7.14 3.33 4.28 10.69 5.86 0.01 0.00 0.03 0.00
Lao  People's
Democratic 2,449.25 N/A 213.14 1,052.59  136.70 1,611.27 34.04 181.62 19.76 262.42
Republic
Vietnam 3,142.97 4.29 3.67 4.08 7.27 2.93 -0.08 -0.25 -0.05 -0.03
Myanmar 1,254.52 4.02 2,489.71  6,350.46 4,872.86 10,834.98  54.29 137.79 103.11  227.57
Cambodia 2,065.37 N/A 196.75 1,106.01  120.94 1,792.48 15.05 83.69 8.71 128.20
Philippines 3,920.28 7.33 28.19 35.00 70.91 87.40 0.32 0.37 0.95 0.72
Thailand 9,222.39 1.04 - - - - - - - -
Total - - 2,961.84 8,587.19 5279.80 14,373.60 - - - -

Note: * GDP per capita (constant 1995 international $) based on purchasing power parity (PPP), Source: World
Bank; ** Unemployment, total (% of total labour force), Source: World Bank; **** Stock of foreigners from
country i in Thailand per 100, Source: Office of workers administration, Department of Employment, Ministry of
Labour; ***** Net migration rate from country i to Thailand per 10,000 inhabitants, Source: Thailand Overseas
Employment Admission and Office of workers administration, Department of Employment, Ministry of Labour.

N/A: Not available

2.2 Theoretical Model of International Migration

Suppose that the probability of migration of individual (i) from the home country (h) to the foreign country (f)
depends on the difference in expected utility streams in the two locations, minus the costs of migration (z;); then
we denote this difference by d;:

dih/i = Eu(yﬁ) - Eu(yh,) - Zit (1)
Assuming an average probability of migration over all individual (i), the rate of migration (M) into a given
destination country (j) is thus assumed to be a function of net present value:

M,, = pld;,) @
Assume that the costs of migration from (h) to (f) are (negatively) related to the stock of migrant to (f) from
country (h) because of network effects (Hatton, 1995). We account distance between home and foreign countries
(Dyg) as being pretty much remote, thus it might play a role in migration decision making. As a result, the
researchers set up a hypothesis that distance is a vital factor reflecting the decision whether to migrate. Therefore,
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Z is the mean of z; depending on migration stock at time (t), and the distance between source and target country
(D), as expressed by equation (3):

Z, =y — /ulMSThﬁ + ;Uzth (3)
Hence, the rate of migration becomes equation (4):
w, ¢ &,

M,, = pAln o + pA Eln - - By + PAuMST,, — pAu, Dy, + AM ;| 4)

3. Empirical Specification and Estimation Results

This study applies the model of Hatton (1995) to analyse the factors determining intra-ASEAN migration. One
modification is the use of panel data, which consists of a cross-section of data from nine countries migrating to
Thailand, and time-series data collected annually in the period 2002-2010, nine years in total. Thus, the number
of observations employed in this present study is 81. The data is from the ‘Office of Foreign Workers
Administration’, and the ‘Thailand Overseas Employment Admission’, the Department of Employment, Ministry
of Labour, Thailand. The dependent variable is net migration rate, which results from dividing net migration
(inflows minus outflows) form countries in ASEAN (h) to Thailand, by the migration stock of countries in
ASEAN (f) (Fertig, 2000; Hatton, 1995). Independent variables, real wages, wy, and w; are approximated by the
per capita income of the countries in ASEAN and Thailand, respectively. Per capita income in power parities is
provided by Fetig (2000) and Maddison (1995), and is used to account for the difference in living costs between
Thailand and other ASEAN state members. Employment rates e, and e are equal to (1-u,) and (1-ug), where uy,
and ug are the unemployment rates of respective countries, as published by the OECD. Furthermore, our model is
extended by adding a dummy variable which concerns the migration worker policy of Thailand. This dummy
variable equals one (=1) if the policy, concerning migration workers from Myanmar, Laos and Cambodia, both
with and without work permits, permitting work in Thailand, is implemented. Such a policy was in effect in only
2004 and 2009, so for the years other than these the dummy variable equals zero (=0). Thus, equation (4) can be
rewritten as equation (5):

_ PEAD ui €hai
M e =70 + 7 h{ Ty Inf 5+ MST 0+ TaDia + TsM i + 6B + Enhain
t t

hthait
rgdp,, e,
(%)
Assigned

z
7y = Py, 1y = PA. T, = 1825’73 = PApy, Ty = Ay, s = A (©)
M,, .. is the net migration rate from countries in ASEAN (h) to Thailand at time (t); pgdp,),,., is per capita

GDP (PPP) in Thailand at time (t); pgdpht is per capita GDP (PPP) in countries in ASEAN (h) at time (t); e

thait

is employment rate of Thailand at time t, ¢,, is the employment rate of countries in ASEAN (h) at time (t);

MSThﬁ is migration stock at time t, D, . is distance between the two locations; and P,

whaie 18 the migration

worker policy of Thailand at time (t).
According to the theory, we expect estimated coefficients to have the following signs: 7, >0, 1,>0, 13>0,
14>0,74<0, 15>0 and t5>0.

Net migration of Thailand from countries in ASEAN depends upon: the difference of incomes between Thailand
and the other countries in ASEAN, the remaining numbers of migrants in Thailand, and the distance between
Thailand and the other countries in ASEAN. This can be considered from the correlation coefficient presented in
table 2, showing that the three variables significantly correlate with the net migration rate of Thailand, from
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countries in ASEAN, at a 1% significance level. They are per capita GDP PPP ratio, migration stocks and
distance between the two locations. However, considerations from these relationships cannot clearly describe
which variables are the factors of change. The next inferential analysis will therefore explain such causes and
effects.

Table 2. Descriptive statistics and correlation matrix of the studied variables

V . bl In 7GDPI/W In| % M S D
ariable M, aie GDP, ). e ), MST, i can o

Net migration rate 7, *10,000 1 9.881 91.245

Log of per capita GDP PPP ratio (ln[ GDP,

GD;WJ) 0.744%* | 0.407 1.407
hJy

Log Empl t rate rati ;
og Employment rate ra ‘oln[%J 0.084  0.173 1 0.032 0.029
h /¢
Migration stocks/10,000 (y/s7. ) 05774 0454** 0139 1 7997 19.853
?Btm;ce between the two locations/1000 g szuu 5140 0.660%* -0330%* 1356 0.686
h

Note: Number of observations: 81, Number of cross-sections: 9, Period: 2002-2010; ** Significant at 1%

In terms of inferential statistics, panel data is applied to analyse factors that determine net migration rate from
countries in ASEAN to Thailand. The result in Table 3 shows that both F-statistic and Breusch-Pagan LM
statistic are statistically significant at 1% level. This indicates that both fixed and random effect models are better
than the pooled OLS model. Furthermore, the Hausman statistic is statistically significant at 1% level, which
indicates that the fixed effect model is more suitable than the random effect.

By employing 81 observations via the panel data with the fixed effect model, the results obviously show that
there are three factors which are statistically significant at 1% level. They are per capita GDP ratio of Thailand to
ASEAN countries, migration stock, and migration worker policy. All of them have a positive relationship with
the net migration rate from countries in ASEAN to Thailand. These results coincide with the aforementioned
hypotheses.

Contrast, there are two factors that are statistically insignificant, employment ratio and lag net migration. For
employment ratio, the sign of the coefficient is as predicted, but its magnitude is not statistically significant. This
might be due to the continuously low rate of unemployment in Thailand. For instance, the highest unemployment
rate during the period of study is only 1.04% in 2010. Therefore, the employment rate is unlikely to correlate
with the net migration rate. This result is similar to that found in Hatton and Williamson’s (2002) study. Lag net
migration rate is another factor which is not statistically significant. This lagged net migration rate indicates that
the decision to migrate does not depend it’s the last year one. Perhaps it is owing to the migration worker policy
which is not regularly implemented. As a result, the lag net migration rate cannot be used to predict the current
net migration rate.

Table 3. Determination of the net migration rate from countries in ASEAN to Thailand, 2002-2010

Variable Estimated Coefficient
. . GD B]mi
Log Per-Capita-GDP Ratio, In| ——24- 227.12
GDP/‘I t
(3.78)**
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Variable Estimated Coefficient
Log Employment rate ratio ln(%j 46.97
e, ;

(0.13)
Migration Stock, (MST}, tai): 0.21

(3.18)**
Lag Net Migration , (M, thai)e-1 0.04

(0.45)
Migration Workers Policy, (Py, mai) 68.17

(3.25)**
Constant Term -108.87

(-3.64)**
No. of observations 81
R-squared 0.61
Adjusted R-squared 0.60
F-test F(8,67)=8.28**
Breusch-Pagan test Chi2(1)=8.73%**
Hausman test Chi2(6)=529.54*%*

Note: t-statistics in parentheses; * sig. at 5%, * * sig. at 1%.

4. Conclusion

The purpose of this paper is to analyse the determinants of migration from other ASEAN countries to Thailand
during the period 2002-2010. We have developed Hatton's model (1995) for panel data via fixed effect
estimations. The results reveal that the GDP gaps between Thailand and migrant countries, migration stocks
reflecting the existence of a migration network, and Thailand’s migration worker policies all significantly
influence migration behavior. According to the results, the rising number of ASEAN migration workers to
Thailand, searching for employment opportunities and human security, has been anticipated. This is because
ASEAN will become the ASEAN Economic Community (AEC) in 2015, and there exists the mutual recognition
agreement (MRA) about qualifications and standards of professionals for intra- ASEAN skilled labour mobility.
However, foreign worker policy implications of the Thai government should have more continuity. This study
could serve as fundamental information for further policy making and policy measures. In addition, the effects of
foreign worker migration upon the Thai economy as a whole should also be deeply investigated.
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