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The Sources of Household Income

The aim of this chapter is to examine income distribution by dividing
household income into several sources of income. In general, a household
does not necessarily receive income from a single source but usually has
multiple sources of income. Some sources, such as entrepreneurial in-
come, are mainly limited to the higher income class and increase income
inequality while others, such as income-in-kind, are important sources to
the lower income class and reduce income inequality. An analysis of
source of income will help us to understand the structure of income distribu-
tion and income inequality in Thailand.

In the next section the definition of income source is explained. Next
the composition of total income is compared between areas, first on average
and second by decile group. The same analysis by region is followed.
And lastly the decomposition analysis of the Gini coefficient by source of
income is applied, and the results of this are compared with the case of the
Philippines.

In this chapter the Report of the 1981 Socio-Economic Survey [64] (SES
1981) is used because the data tape was available to the author. In the
previous chapters the three community types were classified into the urban
or rural areas in two different ways according to whether we count the
sanitary districts as being urban or rural, which made conclusions rather
complex. Therefore, in this chapter these three community types are
treated separately. The conclusions of this chapter show that income
distribution in the sanitary districts is similar to that of the whole kingdom
because, like the whole kingdom, the sanitary districts include both rural
and urban areas within them. The words rural and urban are used am-
biguously. Sanitary districts may be included sometimes in the rural areas
and sometimes in the urban areas. ‘‘ Less urbanized ” and *less devel-
oped ” are also used in the same way.

79
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The Sources of Household Income

The SES 1981 collects income data by source of income. Their classifica-
tion is so detailed that we aggregate them into eleven categories in Table
5-1.

We used the concept of ““total income” in the previous chapters and
here it may be worthwhile to show the effects of using other concepts of
income instead of this one. Table 5-2 shows the Theil index and the var-
log for total income, money income, and wages and salaries. 'These indices
are estimated by ordering households by the level of each of the income
concept. For example, the Theil index of money income is calculated by
applying the Theil index to the distribution of households according to
money income where the households are ordered by the level of money
income.! Without exception, the level of inequality of total income is
the lowest and that of wages and salaries is the highest in each and every
year and for both indices. The reason inequality of total income is lower

b

Table 5-1
Classification of Sources of Income

Total income (A+B+C)

A. Money income (1+2+4+3+4+4546)
Wages and salaries
Entrepreneurial income
Farm income
Land rent
Other rent (including interest and dividends)
. Transfer receipts
B. Income-in-kind (7+8+9+10)

7. Received as pay
8. Home-produced goods
9. Crops received as rent

10. Received free

C. Other money receipts

NI

Notes: A. Money income=income received in cash excluding those windfall receipts
included in C.
6. Transfer receipts=assistance and remittances, pensions and annuities, schol-
arships and grants, etc.
B. Income-in-kind =imputed value of all goods and services received in kind.
7. Received as pay=food and other goods received as part of pay and rental
value of goods and dwellings which the employer provides.
8. Home-produced goods=the imputed rental value of the owner-occupied
homes in net as well as foods and goods which the household produces and
consumes by itself.
C. Other money receipts=proceeds from casualty insurance, life insurance,
lottery winnings and the sale of durable goods, inheritance, bequests, etc.
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Table 5-2
Theil Index by Income Concept
1969 1975 1981
A. Theil index

Total income 0.3674 0.3241 0.3495
Money income 0.5422 0.5280 0.5408
Wages and salaries — 0.9887 1.0592

Between-region component
Total income 0.0721 0.0540 0.0454
Money income 0.1257 0.1049 0.0746
Wages and salaries — 0.2402 0.2226

Percentage contribution (9,)
Total income 19.6 16.7 13.0
Money income 23.2 19.9 13.8
Wages and salaries — 24.3 21.0

B. Varlog

Total income 0.6563 0.6854 0.7478
Money income 1.1302 1.4549 1.3983
Wages and salaries — 4.6014 4.7950

Between-region component
Total income 0.0882 0.0881 0.0701
Money income 0.2448 0.2794 0.1875
Wages and salaries — 0.6996 0.8618

Percentage contribution (%)
Total income 13.4 12.9 9.4
Money income 21.7 19.2 13.4
Wages and salaries — 15.2 18.0

Source: Ikemoto and Limskul [21] Table IX.

than that of money income is that the low income classes depend on in-
come-in-kind much more than the high income class. For the same reason,
inequality between regions is the smallest for total income. In the less
developed areas such as the Northeast, people depend on income-in-kind
much more than in the more developed areas such as Bangkok.z2 The
reason inequality of wages and salaries is the highest is not straightforward.
One reason might be that the small proportion of highly educated labor
force makes the wage gap between the highly educated and low-educated
labor force very large.

Composition of the Total Income for the Whole Kingdom

Table 5-3 shows the composition of the total income for the whole kingdom
and for the three community types. For the whole kingdom money in-
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T'able 5-3
Composition of Total Income by Area, 1981 (%)
Area
Whole — :
Kinglom - Muricoal Sy Villges
Total income 100.0 100.0 100.0 100.0
Money income 70.7 81.4 74.9 63.8
Wages and salaries 27.2 41.4 35.6 17.5
Entrepreneurial 17 .4 32.2 18.3 8.7
Farm income 20.0 1.0 14.0 32.1
Land rent 0.3 0.1 0.3 0.4
Other rent 0.6 1.0 0.9 0.3
Transfer income 5.2 5.8 5.8 4.8
Income-in-kind 27.6 17.0 23.0 34.4
Received as pay 1.9 3.8 1.6 0.9
Home produced 20.6 8.3 16.6 28.4
Land rent 0.2 0.0 0.2 0.3
Received free 4.8 4.9 4.6 4.8
Other money receipts 1.5 1.1 1.7 1.8

Source: Estimated from data tape of SES 1981.

come accounts for 71 per cent and income-in-kind accounts for 28 per
cent. Other money receipts account for only 1.5 per cent.

Among money income, wages and salaries is the largest item, accounting
for 27 per cent of total income. Adding 1.9 per cent of income-in-kind
received as pay, the total of wages and salaries both in cash and in-kind is
29 per cent. This figure is slightly lower than the 34 per cent which is
estimated from the national income statistics shown in Table 3-6. The
second largest item in money income is farm income, the share of which is
20 per cent. 'This figure seems to be comparable to the share of agriculture
in GDP. But when we take into account the fact that a part of wages and
salaries, land rent, income-in-kind, etc., is related to agricultural activity,
the share of all of these agricultural incomes is larger than 20 per cent,
Therefore, it can be said that in terms of household income the agricultural
sector plays a more important role than the agricultural share in GDP
implies.

Even though the property income is often underestimated in the house-
hold budget survey, the share of all kinds of rent, both in cash and in kind,
is extremely low, being only 1.1 per cent in Thailand. This, however,
seems to be too small compared with the share of income from property in
the national income statistics (see Table 3-6). There might be an under-
estimation of the rent income and, if there is, it would lower income in-
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equality. Though there might be an underestimation, it would still be lower
than in those countries where tenancy is prevailing (such as in the Philip-
pines, where land rent makes income distribution much more unequal).

Among income-in-kind, the largest item is the consumption of home-
produced goods and services which accounts for 21 per cent of total in-
come. Five per cent of total income is accounted for by income-in-kind
received free. Other items of income-in-kind are negligible.

Composition of the Total Income by Area

The difference in the composition of the total income among community
types is that the share of money income is the highest (81 per cent) for mu-
nicipal areas and the lowest (64.8 per cent) for villages. 'This means that
the share of money income increases as the area becomes more urbanized.
Therefore, the income disparity between urban and rural areas measured
by money income will be larger than the disparity measured by total in-
come. This logic can be applied to regional disparity.

As a matter of course the share of wages and salaries and entrepreneurial
income is greater for the more urbanized areas, and the share of farm in-
come is larger in the rural areas. In municipal areas wages and salaries
and entrepreneurial income account for 41 per cent and 32 per cent of the
total income, respectively, while they account for 18 per cent and 9 per cent
in villages. On the other hand, farm income is negligible in municipal
areas but it is the most important source of income in villages, where it ac-
counts for 32 per cent of total income. But the share of income accrued
from agricultural activities in villages would be much larger than that be-
cause not only farm income but also a large part of the other items as well
would be accrued from this activity. For example, a large part of the
consumption of home-produced goods and services, which is the second
largest item in villages, would also be accrued from agricultural activities.
Therefore, the contribution of agriculture to the rural household income
would be bigger than the agricultural share in GRP indicates except for
Bangkok (see Figure 4-7).

'The share of transfer income and income-in-kind received free is about
5 or 6 per cent, respectively, for each type of community.

Composition of the Total Income by Decile Group, Whole Kingdom

In this section we will examine the structure of total income by income
groups. We adopted the decile household group as the income group
because the income structure of the richest and poorest 10 per cent of
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(%)
100 -Other Money Receipts
Received Free Received as Pay and Land Rent
90 ‘/F’_w Income-in-kind
———Rent
801 Home Produced

Transfer Income

70 -
60 -

50
Money Income

Farm Income

10+ Wages and Salaries
0 .. ; - - ; : ; 1 <
Bottom2 3 4 5 6 7 8 9 Top
Decile Group
Figure 5-1

Composition of Total Income in the Whole Kingdom by
Decile Group, 1981
Source: Table 5-4.

households is considered to be very different from that of the other income
groups and the quintile group would not be enough to reveal this difference.

The composition of total income by household decile for the whole
kingdom is shown in Table 5-4 and Figure 5-1. Some results concerning
the composition of total income by area can be applied to the composition
by decile group because the structure of total income in the villages is re-
flected in the lower deciles and that of the municipal areas is reflected in
the higher deciles.

The share of money income increases together with the income level.
At the bottom decile it is only 41 per cent, which is much lower by twenty-
three percentage points than the average of villages because even in the
villages the lower income class depends on income-in-kind to a greater
extent than is the average in villages. As the income level increases its
share also slowly does so, reaching 83 per cent for the top decile, which
is only slightly higher than that for the municipal areas. The average for
the whole kingdom is 71 per cent, nearly the same as the 72 per cent of the
eighth decile. The reason the national average is much higher than the
arithmetic mean of the share of each decile, which is about 60 per cent, is
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that more weight is given to the higher income class because of their large
income share.

Since the share of other money receipts is so small, being at most only
1.9 per cent, an increase in the share of money income implies a decrease
in the share of income-in-kind. The share of income-in-kind decreases
slowly from 59 per cent at the bottom decile to only 15 per cent at the top
decile. For the lowest 30 per cent of households the share of income-in-
kind exceeds 50 per cent, and for the lowest 50 per cent it exceeds 40 per
cent, which is much higher than the national average. The share of in-
come-in-kind seems to be small for the whole kingdom (28 per cent) but it
is none the less an important source of income for the lower income class.
As shown later in this chapter, income-in-kind is an important source of
income which reduces income inequality.

Among the items of money income the share of both wages and salaries
and entrepreneurial income increase as the income level increases. For
the lowest three deciles the share of wages and salaries remains stable at
around 15 per cent, but from the fourth to ninth decile its share increases
gradually according to the income level from 18 per cent to 32 per cent.
At the richest decile the share is only slightly higher than that of the ninth
decile. While the share of wages and salaries of the top decile is similar
to that for the ninth decile, the share of entrepreneurial income of the top
decile (29 per cent) is much larger than that of the ninth decile (only 17
per cent). The share decreases sharply from the 29 per cent of the top
decile to 7 per cent of the fifth decile and thereafter decreases only slightly
to the 5 per cent of the bottom decile. Even in percentage share the dif-
ference is very large. If it is expressed in a nominal amount, the gap of
entrepreneurial income between the top and lower deciles would appear to
be overwhelming. As will be shown later in this chapter, one-fourth of
the income inequality of the whole kingdom is brought about by this in-
equality of entrepreneurial income.

The share of farm income does not slowly increase or decrease. At
first it increases from 15 per cent at the bottom decile to 26 per cent at the
fifth decile and remains stable until the seventh decile and then decreases
to 13 per cent at the top decile. 'The sudden decrease from the 22 per cent
of the ninth decile to the 13 per cent of the top decile corresponds to the
sudden increase of entrepreneurial income as mentioned above. This
U-shaped curve that shows the change in the share of farm income can be
explained by distinguishing between the rural and urban areas. As will
be shown below, the share of farm income increases according to the in-
come level in the rural areas but it is negligible in the urban areas. For
the whole kingdom the structure of the total income in the rural areas is
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similar to that of the lower income class and therefore the share of farm
income increases according to the income level. But at the higher income
class the structure of income reflects that of the urban areas and therefore
the share of farm income decreases according to the income level.

Though the share of land rent and other rents is very small and might
include some underestimation, let us interpret the results. The share of
land rent is only 0.1 or 0.2 per cent between the second and seventh deciles
while it is 0.3 or 0.4 per cent for other deciles. The higher share for the
higher income class is understandable but the reason it is higher for the
bottom decile is not so straightforward. The higher share for the lower
income class can be also seen for land rent received in kind which is 0.7
per cent for the bottom decile and thereafter decreases to 0.1 per cent for the
top decile. Since land rent is negligible in municipal areas, this pattern of
land rent is related to the rural area. On the other hand, the share of other
rents, which includes interest and dividends, increases according to the
income level. Most of this type of income accrues to the higher deciles.

Transfer income increases its share at both ends of the decile group,
which decreases from the 6 per cent of the bottom decile to the 3 per cent
of the fourth decile and thereafter increases to the 6 per cent of the top
decile. This reflects a different pattern of transfer of income in each type
of community as shown below.

Next we turn to the items of income-in-kind. Among these items, home-
produced goods and services predominate. Their share decreases according
to income level from 46 per cent at the bottom decile to 9 per cent at the
top decile. The second largest item is goods and services received free.
This is also an important source of income for the lower income class. For
the bottom decile it accounts for 11 per cent of total income. But the share
of this source of income decreases abruptly to 6 per cent at the fourth decile
and thereafter decreases only slightly to 4 per cent at the top decile.

Land rent received in kind accounts for a very small proportion of the
total income, being only 0.2 per cent on the average. Curiously this share
decreases from the 0.7 per cent of the bottom decile to the 0.1 per cent of
the top decile. We must be careful in interpreting this result. This does
not mean that every rich person, for example, in the top decile receives in-
come in the same composition as shown in Table 5-4 but that there may
be very rich landlords who earn their income solely from land rent. The
small share of land rent for the top decile means that the proportion of such
landlords is very small if any.

Income-in-kind received as pay seems not to show any pattern. How-
ever, if we focus on the community level, a pattern does appear, as will be
shown later.
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Composition of the Total Income by Decile Group and Area

'The composition of total income by decile group for municipal areas, sani-
tary districts, and villages is shown in Tables 5-5, 5-6, and 5-7 and Figures
5-2, 5-3, and 5-4. In the previous section all households were divided
into decile groups, each of which has the same number of households.
In this section all households in each community type are divided into
decile groups, each of which includes one-tenth of the total households
of the community type. Notice that a decile group includes households
with different levels of income according to the community type. For
example, since the income level in municipal areas is much higher than in
villages, the second decile includes households with monthly incomes of
between 1,788 and 2,568 bahts in the municipal areas while the income
interval is between 864 and 1,166 bahts in villages.®> Thus the income
level of each decile is not the same for each community type.

The finding that the share of money income is very high in municipal
areas is applicable not only to the higher income class but also to the lower
income class in these areas. Except for the lowest decile, money income
accounts for more than 76 per cent of the total income. Even for the bottom
decile, it accounts for 67 per cent, only four percentage points lower than
the national average. What is characteristic of the composition of the total
income in the municipal areas is the similarity of the composition of the total
income among deciles except for the top and bottom deciles. Figure 5-2
clearly shows the constancy of the composition except for both ends of the
income group. Apart from the top and bottom deciles, the share of wages
and salaries ranges from 40 per cent to 50 per cent and that of entrepre-
neurial income ranges from 20 per cent to 30 per cent.

For the bottom decile the share of wages and salaries is smaller than the
top decile by more than ten percentage points. On the other hand, the
share of entrepreneurial income is comparable to that of some of the higher
deciles and is higher than the national average. This may be largely be-
cause of those small scale informal activities that are common to urban
areas. Another important source of income for the bottom decile is trans-
fer income which accounts for 14 per cent of total income. That is, many
poor people rely on assistance, remittance, pensions, annuities, scholarships,
grants, ect. But this does not necessarily mean that those who rely on
transfer income tend to be poor. In absolute terms, the value of transfer
income is much higher for the top decile. And the figure in Table 5-5
does not exclude the possibility that some people who solely rely on transfer
income might belong to the top decile though they account for only a small
portion of the top decile. Income-in-kind received as pay is also an im-
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Figure 5-2
Composition of Total Income in Municipal Areas by Decile
Group, 1981
Source: Table 5-5.

portant source of income for the bottom decile, accounting for 13 per cent
of total income. 'This may be because among the poor in municipal areas
there are many who are employed by enterprises that cannot afford to pay
wages in cash. On the other hand the top decile is distinguished by the
dominating share of entrepreneurial income which accounts for as much
as 45 per cent of their total income.

The sanitary districts are those areas which have characteristics lying
between the extremes of municipal areas and villages. Therefore, the
composition of income of the sanitary districts is also between that of mu-
nicipal areas and that of villages. Since the whole kingdom is similar to
these sanitary districts, in that it also contains both urban and rural areas,
the composition of Thailand’s total income resembles that of the sanitary
districts (compare Figure 5-1 and 5-3). 'The differences are that the share
of wages and salaries is higher for every decile group in the sanitary dis-
tricts, but the share of farm income and home-produced goods and services
consumed by them is smaller. 'This means that the sanitary districts are
a bit more urbanized than the kingdom as a whole.
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Figure 5-3
Composition of Total Income in Sanitary Districts by Decile
Group, 1981

Source: Table 5-6.

The composition of the income of the lower income class is similar be-
tween villages and the whole kingdom because the lower income class of
the whole kingdom is dominated by villages. The differences between
them become clearer at the higher income levels. First of all, the share
of wages and salaries does not increase and remains less than 20 per cent
even for the top decile. Though the share of entrepreneurial income in-
creases according to the income level, it does so at a much slower rate, and
even for the top decile it accounts for only 14 per cent. Contrary to these
two items, farm income increases from 16 per cent at the bottom decile to
36 per cent at the top decile. Even though the importance of farm income
decreases for the higher income class for the whole kingdom, reflecting the
increasing share of the urban area, for the villages its importance increases
even at the highest income class.

The share of home-produced goods and services decreases from the 48
per cent of the bottom decile to a mere 13 per cent at the top decile. These
figures are very close to those of the whole kingdom, being only two and
four percentage points higher than those of the whole kingdom, respectively.
But the share decreases much slower in the villages and even for the eighth
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Figure 5-4
Composition of Total Income in Villages by Decile Group, 1981
Source: Table 5-7,

decile the share of home-produced goods and services is as high as 30 per
cent, which is ten percentage points higher than is the case for the whole
kingdom.

The high proportion of home-produced goods and services implies that
the agricultural households of the lower income class produce mainly for
self-consumption because low productivity prevents them from selling
their products to earn cash incomes. Those of higher income class produce
enough to sell to earn a cash income; therefore, their share of cash income
becomes larger. This is the reason the share of income-in-kind in villages,
especially for lower income class, is very high. Income-in-kind, especially
of home-produced goods and services, is concentrated toward the lower
income class and it reduces income inequality, as will be shown below.
However, this does not mean that an increase in the share of income-in-
kind is desirable in order to decrease income inequality because a large
share of income-in-kind is brought about by low productivity.

Though transfer income accounts for only 5 per cent of the total income
in villages, it is still an important source of income to both the bottom and
top deciles where it accounts for 6 and 8 per cent, respectively. 'This pat-
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tern is similar to the case of the whole kingdom. In urban areas it is the
poorest groups that rely more on transfer income, but in villages not only
the poorest groups but also the richest ones receive more from transfer
income. The higher share of transfer income for the top decile may be
due to a return to invest in the urban area, or to remittances from people
working in the urban area, or foreign countries. Thus transfer income in
villages makes income distribution more unequal than it does in municipal
areas and sanitary districts. ‘

Composition of Total Income by Region

Each type of community—municipal areas, sanitary districts, and villages—
is represented in each region at different proportions. The composition of
income for a region therefore reflects the proportion of each community
type. In Bangkok, where 82 per cent of households live in municipal
areas, the composition of total income is similar to that of municipal areas
and in the Northeast, where 88 per cent of households live in villages, the
composition is similar to that of villages.

Table 5-8 shows the composition of the total income by region. The
five regions may be divided into three groups according to the share of the
money income. The first is Bangkok where the share of money income

Table 5-8

Composition of Total Income by Region, 1981 (%)
Region

Bangkok Center South North North-
east
Total income 100.0 100.0 100.0 100.0 100.0
Money income 80.0 72.8 72.9 69.5 59.0
‘Wages and salaries 46.3 24.1 23.4 20.6 17.2
Entrepreneurial 25.3 15.9 22.2 14.2 10.4
Farm income 1.8 26.2 22.1 28.9 25.5
Land rent 0.1 0.3 0.3 0.9 0.1
Other rent 0.9 0.7 0.6 0.4 0.4
Transfer income 5.7 5.7 4.3 4.6 5.4
Income-in-kind 18.8 24 .4 25.6 29.0 39.1
Received as pay 3.9 1.3 1.0 1.4 1.3
Home rent 9.4 17.6 18.6 23.2 33.8
Land rent 0.0 0.2 0.1 0.6 0.2
Received free 5.4 5.3 5.9 3.9 3.8
Other money receipts 0.8 2.5 1.3 1.2 1.7

Source: Estimated from data tape of SES 1981.
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is as high as 80 per cent, which is comparable to that of municipal areas.
The second group is the Center, the South, and the North where the share
is about 70 per cent, which is comparable to that of sanitary districts. The
last is the Northeast where the share is only 59 per cent, which is com-
parable to that of villages.* The order of region by the share of money
income is the same as the order of the household share of the municipal
areas (see Table 4-1).

The share of wages and salaries differs among the regions in a way that
is similar to the share of money income, that is, 46 per cent for Bangkok,
17 per cent for the Northeast and between 21 and 24 per cent for the other
regions.

However, the share of entrepreneurial income differs from either that
of money income or that of wages and salaries in the sense that the South
is closer to Bangkok than to the Center and North. The large share of
entrepreneurial income is characteristic of the South, which means, that
the share of farm income is reduced. Though the share of farm income
seems to be higher for less developed region, in fact it is lower in the North-
cast than in the Center. This is because a large part of farm income is
included in income-in-kind in the Northeast.

As mentioned in the previous section, in the less developed areas, the
share of money income is smaller and that of income-in-kind is larger due
to lower productivity. This can be particularly said of the Northeast
where the share of income-in-kind is as high as 39 per cent, which is five
percentage points higher than that of the villages, and most of which is
accounted for by home-produced goods and services. On the other hand,
in Bangkok the share of income-in-kind is only 19 per cent, only half of
which is home-produced goods and services. The rather large share of
income-in-kind received as pay is 3.9 per cent in Bangkok.

Composition of the Total Income by Decile Group and Region

The composition of total income by decile group for Bangkok, the Center,
South, North, and Northeast is shown in Tables 5-9, 5-10, 5-11, 5-12,
and 5-13 and Figures 5-5, 5-6, 5-7, 5-8, and 5-9, respectively.

In Bangkok, 80 per cent of households live in municipal areas; therefore,
the composition of total income resembles that of municipal areas not only
as a whole but also by decile group (compare Figures 5-2 and 5-5). But
there are some minor differences: in Bangkok the share of wages and sala-
ries, income-in-kind, and home-produced goods and services are bigger
while those of money income and entrepreneurial income are smaller for
every decile if compared with other municipal areas. The larger share of
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Figure 5-5

Composition of Total Income in Bangkok by Decile Group, 1981
Source: Table 5-9.

income-in-kind and home-produced goods and services may be explained
by the fact that Bangkok includes not only municipal areas but also sanitary
districts and villages where the share of income-in-kind and home-produced
goods and services are larger than is the case in the municipal areas. But
the larger share of wages and salaries is not explained by this fact because
in the less urbanized areas the share of wages and salaries is usually smaller.
Two reasons can be given. One is that in the municipal areas of other
regions the share of wages and salaries is smaller than that of municipal
areas in the whole kingdom because the municipal areas in other regions
are less urbanized than Bangkok. Another reason is that in sanitary dis-
tricts and villages in Bangkok the share of wages and salaries is larger than
the national average for each type of community. The former factor re-
duces the share of wages and salaries in municipal areas, and the latter factor
does not reduce the share of wages and salaries in Bangkok. In fact the
share of wages and salaries of municipal areas in the Center, South, North,
and Northeast is 31, 37, 31, and 29 per cent, respectively, which are all
lower than the 46 per cent for Bangkok, and the share of wages and salaries
in the sanitary districts in Bangkok is as high as 64 per cent, which is even
higher (by twenty percentage points) than that of the municipal areas in
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Figure 5-6
Composition of Total Income in the Center by Decile Group, 1981
Source: Table 5-10.

Bangkok. 'This is also the case for the Center where the share of wages
and salaries in municipal areas and sanitary districts is 31 and 36 per cent,
respectively. This implies that in Bangkok and the Center employed
people have already expanded from municipal areas to sanitary districts.

The share of money income in the Center is similar to that of the sanitary
districts not only as a whole but also by decile group. But the composi-
tion of money income is very different. In the Center the share of wages
and salaries is lower than that of the sanitary districts for the higer deciles.
Since the share of money income is similar in the Center and in the sanitary
districts, this difference in the share of wages and salaries is filled in by the
difference in the share of farm income. Thus for the higher decile group
the share of wages and salaries is smaller and the share of farm income is
larger in the Center compared with the sanitary districts. In this sense
the Center is less developed than the sanitary districts. The same can be
also said regarding the South. As mentioned above, what is characteristic
of the South is the large share of entrepreneurial income. This is espe-
cially the case for the top decile, where it is as high as 40 per cent, even
higher than that of Bangkok. This is an important source of income in-
equality in the South,
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Figure 5-7

Composition of Total Income in the South by Decile Group, 1931
Source: Table 5-11.

The composition of total income in the North is very similar to that of
the villages except for a few points. One is that the share of money income
and wages and salaries is slightly higher in the North. The second point
is that the share of farm income is smaller for the top decile in the North.
The last point, which is related to the second point, is that at the top decile
the share of entrepreneurial income is larger than that of the villages be-
cause the top decile of the North contains a considerable number of urban
households.

In the Northeast the composition of income is stable except for the higher
deciles, which is similar to the case of Bangkok and municipal areas. The
share of wages and salaries and entrepreneurial income is stable from the
bottom to the eighth decile. Though the share of farm income increases
from 16 per cent at the bottom decile to 25 per cent at the sixth decile, this
share increases at a much slower rate than it does in the villages. On the
other hand, the share of income-in-kind decreases very slowly from 63 per
cent at the bottom decile to 50 per cent at the seventh decile. This con-
stancy of the composition of income, however, is not observed for the higher
income class. As is the case for the North, the composition of income for
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Figure 5-8
Composition of Total Income in the North by Decile Group, 1981
Source: Table 5-12.

the higher income class reflects that of the urban households; therefore,
the share of wages and salaries and entrepreneurial income is larger, and
the share of income-in-kind is smaller.

As shown above, transfer income is an important source of income for
the lower income class and mitigates income inequality in the urban area,
while in the rural area it accounts for a larger part of income not only for
the lower income class but also for the higher income class and aggravates
income inequality. Even at the regional level it can be said that in the
more urbanized regions the effects of transfer income are similar to those
of the urban areas while in the less urbanized regions are similar to those
of the rural area. The former case can be seen in Bangkok and the Center,
where the share of transfer income of the bottom decile is 13 per cent and
10 per cent, respectively, higher than all other deciles. And the latter case
can be seen in the South, the North, and the Northeast, where the share of
transfer income for the top decile is 6 per cent, 7 per cent and 10 per cent,
respectively, while that for the bottom decile is 8 per cent, 5 per cent, and
6 per cent, respectively, which are all higher than the other deciles. 'Thus
transfer income acts to aggravate income inequality more in less developed
or less urbanized regions.?
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Composition of Total Income in the Northeast by Decile Group, 1981
Source: Table 5-13.

Decomposition of the Gini Coeflicient by Source of Income Meth-
odology®

The Gini coefficient can be decomposed by sources of income as follows:
G=3XW:Gi,

where G is the Gini coefficient, W; (i=1, 2, 3, . . . ) is the income share of
the 7th source of total household income of all households and G; (=1, 2,
3,...) is the pseudo-Gini coefficient of the 7th source of income. The
pseudo-Gini coefficient is calculated by applying the Gini coefficient to the
‘“ pseudo-distribution of income " of the ith source where households are
ordered by the level of the total income.” If income of the sth source con-
centrates toward the higher income class, the Lorenz curve of the *‘ pseudo-
distribution of income ” of the ith source will be below the egalitarian line
as is the ‘“ true ” distribution of income. In the extreme case in which the
income of the 7th source accrues only to the richest household and not to
other households, the pseudo-Gini coefficient will be 1, which is the case of
the highest inequality as is the ‘““true” Gini coefficient. On the other
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hand, if income of the 7th source is concentrated toward the lower income
class, the Lorenz curve of the ‘‘ pseudo-distribution of income ” will be
above the egaritarian line, which does not occur in the case of the * true ”’
distribution.® If the Lorenz curve is above the egalitarian line the pseudo-
Gini coefficient is negative. In the extreme case where the income of the
ith source accrues only to the poorest household and not to other house-
holds, the pseudo-Gini coefficient will be —1. If the pseudo-Gini coef-
ficient is negative, it is considered that the sth source reduces income in-
equality.

The above equation means that the weighted average of the pseudo-Gini
coefficient (where the weight is the income share of the 7th source) is exactly
equal to the ““true ” Gini coefficient. (W;-G)) is said to be the weighted
pseudo-Gini coeflicient of the 7th source and the ratio of the weighted
pseudo-Gini coefficient to the Gini coeflicient (W;-G;/Gx100) is said to
be the percentage contribution of the ith source to the Gini coefficient.

Results

Tables 5-14, 5-15, and 5-16 show the pseudo-Gini coefficient, weighted
pseudo-Gini coefficient, and percentage contribution. The weighted
pseudo-Gini coefficient is also shown in Figure 5-10. The Gini coefficients
which are equal to the pseudo-Gini coefficient of the total income shown
in the first row of Tables 5-14 and 5-15 do not necessarily coincide with
those of T'ables 2-2, 3-2, 34, and 4-3 because the Gini coeficients in Tables
5-14 and 5-15 are calculated by adding the weighted pseudo-Gini coef-
ficients but in the previous chapters the Gini coefficient is estimated from
adjusted data of income distribution.?

Findings from the pseudo-Gini coeflicients may be summarized as fol-
lowing five points:

(1) For each area or region the Gini coefficient is lower than the pseudo-
Gini coefficient of money income and higher than that of income-in-kind.
For example, for the whole kingdom the Gini coefficient (0.431) is lower
than the pseudo-Gini coefficient of money income (0.520) and higher than
the pseudo-Gini coefficient of income-in-kind (0.192). This means that
money income is distributed more unequally than total income while in-
come-in-kind is distributed more equally than total income. This is what
we have seen in the previous sections. In other words, the share of money
income is larger for the higher income class and the share of income-in-
kind is larger for the lower income class. Though the share of income-in-
kind is larger for the lower income class, it is not large enough to make the
pseudo-Gini coefficient of income-in-kind negative. 'This is because in



SOURCES OF HOUSEHOLD INCOME

108

‘1861 SIS jo ade} ejep wolj pejewlisy :o0IN0G

€640 0€s°0 TS0 L8970 ¢1e0 64570 st o 8¥¥°0 S0 §3d19031 4ouowr IS
S91°0 §S1°0 €L1°0 04T°0 96270 €CT°0 $€1°0 9LT°0 S62°0 931] PIAIIIY
$81°0 81¢°0 T0°0 012°0 9¥S°0 ¥ST'0 +0¥°0 AV €0T°0 jus1 pue]
Lo €L1°0 £€81°0 091°0 0+ 0 €L1°0 8E1°0 9+ 0 910 peonpoixd swoH
SLT°0 €0€°0 11¥°0 96£°0 (44 Y 8¢ 0 SLT°0 LETO STy 0 Aed se paaodyg
SL1°0 6.1°0 061°0 L6170 L1£°0 8170 0S1°0 e 0 6170 pun-ul-awoou]
$LS°0 S85°0 6L¥°0 1+€°0 8¢E°0 1€5°0 9S¢°0 $1€°0 60570 woour I9ysuLL],
L8L°0 SPL0 01970 79570 £99°0 °€9°0 61L°0 +65°0 11L°0 a1 PUIO
0€T°0 ¥18°0 96¢£°0 vy 0 e o S69°0 8Tr°0 129°0 629°0 jusl pue
0Ey"0 6Ev°0 €I’ 0 0 e 0 0Ly 0 0ce 0 14470 95€°0 Swiooutl WiB]
0L9°0 ++9°0 999°0 L8570 12570 6650 €ES°0 80S°0 899°0 Telmousidonuyg
1€S°0 19%°0 85%°0 (451 L9¢°0 w0 L8%°0 89¢°0 TS0 SoUIE[ES PUE SOSEM
L1570 €0S°0 08%°0 SSv°0 €10 L8%°0 09%°0 YTy 0 05 0 awooul ASUoIA]
£8¢°0 01¥°0 L0¥°0 86€°0 S6€°0 +¥8€°0 06€°0 8070 I€%°0 wiodut 1830,
3SBAYIION  Y3IION ynog U]  jojySueg SoZB[[TA Mwwww_wmm Ie MMNMM N wopSursy
oYM
uoiSoy adA ], Ayunwwio)

1861 ‘@uroouf jo 20In0g £q JUIIOIJI0)) TULH)-OPNIS]

+1-5 *I198.L



109

‘1861 SAS Jo ade) Bjep WO} PajeWIISH :90Inog

SOURCES OF HOUSEHOLD INCOME

600°0 £00°0 800°0 £L10°0 €00°0 010°0 600°0 S00°0 800°0 sydievar Asuowr 190
900°0 900°0 010°0 +10°0 910°0 110°0 900°0 €10°0 +¥10°0 9313 paaredy
000°0 200°0 000°0 10070 000°0 10070 100°0 000°0 000°0 juar pue]
850°0 0+0°0 ¥€0°0 820°0 8€0°0 6¥0°0 €20°0 9€0°0 0£0°0 paonpoid swoH
¥00°0 +00°0 +00°0 S00°0 900°0 20070 +00°0 S00°0 800°0 Aed se paapdy
890°0 2¢s0°0 6+¥0°0 8¥0°0 090°0 €90°0 €070 §S0°0 £50°0 PUL-ur-awosuy
1€0°0 L20°0 120°0 610°0 610°0 920°0 12070 81070 L2070 QWOdUT I9JSUBL],
€00°0 £00°0 +00°0 +¥00°0 9000 200°0 900°0 900°0 +¥00°0 jus1 L¥/YQ
000°0 £00°0 100°0 100°0 000°0 €00°0 10070 100°0 200°0 jus1 pue]
011°0 10 690°0 911°0 +¥00°0 1S1°0 S¥0°0 S00°0 1L0°0 swodul Wity
0£0°0 160°0 8¥1°0 160°0 (AN 50°0 860°0 £€91°0 911°0 Jetmouardanjuy
160°0 $60°0 L01°0 660°0 0L1°0 LL0°0 vL1°0 st 0 8¥1°0 soLIE[es pue saSEA\
S0€°0 0S€°0 0s€°0 1€€°0 oge’0 01€°0 e 0 S¥€°0 89¢°0 awodur AoUoIA[
£€8¢°0 01%°0 LO¥°0 86€°0 S6€°0 +8€°0 06€°0 80%°0 1€¥°0 JwIodUT €107,
ISBOYIION  YIION ynog wue)  joySueg Sa8e[[IA wwwﬁwmm e MMNMME wopBury
3oyM
uoiday ad4 ], Ayrunwuro)

1861 ‘Owodu] Jo 921N0g £q JUSIOLYI0)) TUID)-0PNIsJ PaIYSIopN
S1-S SIqE.L



‘1861 SHS JO ode) elEp WOIj pojewinsy :99IN0g

(A4 91 6’1 i 2h4 L0 L'T €T 1 6’1 s3d1ede1 Lsuowr JYIQ

L1 S'1 §'C 9'¢ 'Y 8'C 9°1 e €€ 933y paaRdy
o 1’0 S0 0°0 10 0°0 70 €0 00 1°0 juax puer]
= [y 8'6 '8 'L 9'6 8Tl 6°'S 6’8 0L poonpoid swoH
S 6°0 01 [ Tl 71 9°0 7 €1 6'1 £ed se paeday
& 6°L1 L't 6°11 e 1°st +'91 8°'8 S'er A puy-ur-swosu]
=] T8 §9 s 6'v L'y L9 €S Sy <9 swoour J9jsuel],
m 80 L0 6°0 01 S'1 S0 9°1 ST o't udI JOYIO
Z 00 L'y €0 $0 00 Lo £0 1°0 $°0 jua1 pue]
5 L°8C 0'1¢ 04T 1°6C 't £°6¢ S'I 't S'91 swodur wagg
m '8l £ £€°9¢ 6°CC 12 1 S'el 0°S¢ 0oy 6'9C [ernsudrdaniuy
fxy 6°¢€C 1°€C +°9T 6°VC 6'th 1°0C 108 44 £°LE € vE SoLIE[es pue SITep)
© 8'6L T°S8 8'S8 (A%} L' €8 6°08 €88 9'48 £°58 awodur £5uojy
m 07001 07001 0700t 0°001 0°007 07001 07001 0°001 07001 swooul 18107,
[
qwu ISEQYIION  YHON ymog 1u9)  yoySueq SaSeIA Mw“wu.ﬂwwm EMWMMME wopSury

Sloum
uoidey od4 ], Arunuwwo))

110

1861 urodou] jo 901n0g £q JUSIOLYI0) TULD) 01 UOINGLIIUO))

91-¢ 21981



SOURCES OF HOUSEHOLD INCOME 111

Gini
Coefficient
Other Money Receipts
Received as Pay and Land Rent
0.4+ . a
) Received Free
']~Home Produced
“\|—Rent
- D \
0.3 [ Transfer Income
Farm Income
0.2
b
Entrepreneurial Income
0.1
Wages and Salaries ./
0.0
S2EP¢ S F 9 ¢ Z %
o S a3 O =] 3 = = =
& %3388 § 8 3 5 3
o aw 3
z B@<” = 2
3 - P4
«Q
&
3
Figure 5-10

Decomposition of Gini Coefficient by Source of Income, 1981

Source: Table 5-15.
Note: a=income-in-kind, b=money income.

absolute terms the amount of income-in-kind is larger for the higher in-
come class than the lower income class due to the difference in income
levels. 'Therefore, it cannot be said that income-in-kind reduces income
inequality. What we can say is that income-in-kind does not increase in-
come inequality to the extent that money income does.

(2) The pseudo-Gini coefficient of money income is lower for the more
urbanized areas and regions. The pseudo-Gini coefficient increases from
the 0.424 of the municipal areas to the 0.487 of the villages and from the
0.413 of Bangkok to the 0.517 of the Northeast.

This is because in the more urbanized areas or regions even the lower
income class earns income in cash at a considerable percentage while in
less urbanized areas or regions, the lower income class earns only a small
proportion of total income in cash, which widens the gap in money income
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between the higher and lower income classes in the less urbanized areas or
regions.

(3) The pseudo-Gini coefficient of income-in-kind is higher for the
more urbanized areas and regions, though there is an exception in that it is
smaller in the sanitary districts than in the villages. This pattern is quite
converse to (2) and the reason for this pattern is also converse to (2).

(4) Among the items of money income, those of wages and salaries,
entrepreneurial income, and transfer income show the same pattern as
money income in (2). But farm income does not show such a pattern.
The pseudo-Gini coefficient of farm income in the Center is as high as that
of the North and Northeast and higher than that of the South.

The results of the composition of total income by decile group in the
previous sections showed that transfer income has an equalizing effect in
urban areas but an unequalizing effect in rural areas. The pseudo-Gini
coefficients of transfer income, which is smaller for the more urbanized
areas and regions, confirm this result.

Among the items of money income, except for land rent and other rent,
the highest pseudo-Gini coefficient is observed for entrepreneurial income
in each area and region. This corresponds to the results of the previous
sections, that is, that the share of entrepreneurial income increases sharply
at the higher income classes.

(5) As for income-in-kind, Bangkok makes a sharp contrast to other
regions. That is, in Bangkok the pscudo-Gini coefficient is as high as
0.314, much higher than in other regions where it ranges from 0.175 to
0.197. Home-produced goods and services also show this same pattern.
Home-produced goods and services are a very important source of income
in other regions, especially for the lower income class, but this is not the
case in Bangkok, which makes the pseudo-Gini coefficient of home-pro-
duced goods and services very small in other regions.

Though income-in-kind received as pay accounts for a very small pro-
portion of total income in other regions, it is an important source of income
for the lower income class in Bangkok, and this makes the pseudo-Gini
coefficient very small (0.142).

-The weighted pseudo-Gini coefficients shown in Table 5-15 and Figure
5-10 indicate the absolute effects of source of income on income inequality.
The pseudo-Gini coefficient itself is not enough to show the effect of source
of income on income inequality because it does not take the effect of the
share of source in total income into consideration. The reason rent in-
come has little impact on income inequality, however large its pseudo-Gini
coefficient may be, is that its share is negligible. From the weighted pseu-
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do-Gini coefficient we can see the absolute effect of source of income on
income inequality.

The largest factor of income inequality is money income, which accounts
for more than 80 per cent of the Gini coeflicient for every area and region
(see Table 5-16). The weighted pseudo-Gini coefficient of money income
is highest for the municipal areas and the lowest for the villages, which is
the same order as the pseudo-Gini coefficient. But the order among re-
gions changes because of the effect of the weight. For the Northeast, where
the pseudo-Gini coefficient of money income is the highest among all re-
gions, the weighted pseudo-Gini coeflicient is the smallest because the share
of money income is also the smallest (see Tables 5-8 and 5-14). In general
the difference in the weighted pseudo-Gini coefficient among areas and
among regions is not so large as the difference in the unweighted pseudo-
Gini coeflicient because the larger pseudo-Gini coeflicient is partly offset
by the smaller share. This is the reason money income accounts for more
than 80 per cent of income inequality for every area and region, even though
the share of money income and the level of the pseudo-Gini coefficient
differ among areas and regions. This also can be said about income-in-
kind.

Though the level of the weighted pseudo-Gini coefficient of money in-
come is similar in each area and region, its composition differs very much.
In the municipal areas, wages and salaries and entrepreneurial income ac-
count for 77 per cent of the Gini coefficient; in the sanitary districts, wages
and salaries are the largest contributor, accounting for 45 per cent of the
Gini coeflicient; and in the villages, it is farm income, which accounts for
39 per cent (see Table 5-16). Among the regions, Bangkok is in sharp
contrast with other regions, which reflects the difference in the weight rath-
er than the pseudo-Gini coefficient; in Bangkok the contribution of wages
and salaries is as high as 43 per cent while in other regions it ranges from
23 per cent to 26 per cent. On the other hand, the contribution of farm
income is negligible in Bangkok but it is the largest contributor in all other
regions except for the South.

In the South the large share of entrepreneurial income, which is men-
tioned above as characteristic of the region, makes the pseudo-Gini coef-
ficient of entrepreneurial income even higher than that of Bangkok. In
this sense it may be said that the South has a peculiar structure of income
distribution.

The weighted pseudo-Gini coefficient of transfer income is highest in
the villages and lowest in the municipal areas. Though the percentage
contribution is not so high, transfer income is an important source of in-
come inequality in villages because in rural areas transfer income accounts
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for a larger share of income not only for the lower income class but also for
the higher income class. For the same reason, transfer income is an im-
portant source of income inequality in the less developed regions.

Comparison with the Philippines

Now we will compare our results as regards Thailand with those of Tera-
saki [54] for the Philippines. 'Terasaki’s conclusions concerning the Philip-
pines are shown in Table 5-17.

What is most impressive is the importance of rent income in the Philip-
pines. As mentioned above the share of rent income in Thailand is so

Table 5-17
Decomposition of Gini Coefficient by Source of Income, 1981
Philippines Msaélélli‘rg:d Urban Rural
Pseudo-Gini coefficient
Wages and salaries 0.56 0.32 0.41 0.56
Farm income 0.19 — 0.17 0.31
Entrepreneurial 0.58 0.58 0.48 0.56
Rent 0.52 0.68 0.50 0.40
Other 0.64 0.55 0.56 0.62
Percentage of income
Wages and salaries 44 56 55 35
Farm income 22 — 4 37
Entrepreneurial 15 19 20 12
Rent 11 15 12 10
Other 8 10 10 6
Weighted pseudo-Gini coefficient
Total 0.48 0.45 0.44 0.46
Wages and salaries 0.25 0.18 0.23 0.20
Farm income 0.04 — 0.01 0.11
Entrepreneurial 0.09 0.11 0.10 0.07
Rent 0.06 0.10 0.06 0.04
Other 0.05 0.06 0.06 0.04
Percentage contribution
Wages and salaries 51 40 51 43
Farm income 9 — 2 25
Entrepreneurial 18 24 21 15
Rent 10 23 14 8
Other 10 12 12 8

Source: Terasaki [54] Table XII
Note: Farm income and entrepreneurial originally expressed as entrepreneurial acti-
vities, farm and non-farm.
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small (only 1.1 per cent) that it accounts for only 1.5 per cent of the income
inequality of the whole kingdom. This is true for both the rural and urban
areas. But in the Philippines the share of rent income is as high as 11
per cent; accordingly, its contribution to income inequality reaches 10
per cent, though the pseudo-Gini coefficient is not so high compared with
other sources of income.

The share of rent income is much larger in the more urbanized areas
and increases from 10 per cent in the rural areas to 15 per cent in Manila
and the suburbs. Not only the share but also the pseudo-Gini coefficient
is higher in the more urbanized areas, reaching 0.68 in Manila and the
suburbs. Accordingly, the contribution of rent income to income in-
equality is also larger in the more urbanized areas. Thus this contribution
is only 8 per cent in the rural areas and 14 per cent in the urban ones but
reaches 23 per cent in Manila and the suburbs. Even though the con-
tribution of rent income is smaller in the rural areas, it is still larger com-
pared with Thailand. Thus the contribution of rent to income inequality
in the Philippines is much higher than in Thailand and this makes income
distribution in the Philippines more unequal than in Thailand.





