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 Thailand has been an 
attractive destination of 
numerous migrant workers 
 

 Migrants are an essential 
factor of production and 
laborers 
 

 Migrant workers from GMS 
countries especially 
Myanmar, Lao PDR, and 
Cambodia have stood out 
as a major group 



 Economists try quantifying economic contribution of immigration 
in terms of macroeconomy (different number come from different 
dataset and different methodology) 

 
 Sussangkarn (1996) used the SAM-CGE model: by accounting migrant 

population around 750,000, the migration flow raises about 0.55 per 
cent of Thai GDP, or approximately $ 839 million (TDRI Quarterly 
Review, 1996) 

 
 Martin (2007): Foreign workers enhance around 1.25 per cent of GDP 

or about $ 2 billion of the US$1700 billion of Thai GDP in 2005 (ILO 
report).  

 
 Pholphirul and Rukumnuaykit (2010): Migration contribute around 

0.03 percent net of the real national income (880 million Baht) in 1995 
to around 0.055 percent of the real national income in 2005 
(International Migration, 2010) 

 
 



 Sussangkarn (1996) conducted an investigation using the SAM-
CGE model: by accounting migrant population around 750,000, 
the migration flow raises about 0.55 per cent of Thai GDP, or 
approximately $ 839 million at current price in 1995. 

 
 Martin (2007): Foreign workers enhance around 1.25 per cent of 

GDP or about $ 2 billion of the US$1700 billion of Thai GDP in 
2005.  

 
 Pholphirul and Rukumnuaykit (2010): An increasing trend in GDP 

contribution from migrants from 0.03 percent of the real national 
income (880 million Baht) in 1995 to around 0.055 per cent of the 
real national income (2,039 million Baht) in 2005 



 Kura et al (2009). claimed that maintaining competitiveness in the 
shrimp industry requires shrimp producers to pay low wages to 
immigrants 

 
 Kohpaiboon (2009) examined that some Thai export-oriented small 

clothing firms established along the border in Tak to employ cheap 
immigrants from Myanmar for low wages in order to gain cost 
competitiveness.  
 

 These previous studies however do not represent the whole country (just 
a border province) or industry (just textile or shrimp industry) 
 

 Need national-wide firm survey  

 



 Byant and Rukumnuaykit (2007) 10 percentage 
increase of migrant share is found to cause only 
a reduction of 0.23 percent of domestic wage 

 
 Kulkolkarn and Potipiti (2007): Immigration does 

not reduce the wages of Thai workers. 
 
 Latthapipat (2010) Immigration reduces wage of 

unskilled Thai workers, but increase wage of 
skilled Thais (particularly in border area).  





 Firm’s level production? 
 Competitiveness? 
 Productivity? 
 Innovative Investment? 
 Skill Development? 
 Foreign/Domestic Investment? 



 P1: Immigration and Production:  
     International immigrants to Thailand help increasing the labor supply in 

producing more economic output 
 
 P2: Immigration and Productivity:  
     The relationship between immigration and productivity is still unclear 

depending on degree of substitution between immigrants and natives 
 
 P3: Immigration and Labor Cost:  
 Producers tend to switch to available inputs that are relatively cheaper.  

Lower cost of employing labor due to migrants 
  
 P4: Immigration and Competitiveness:  
     How to balance the overall competitiveness by making the balance of 

price/cost competiveness and value-added competitiveness from 
employing foreign immigrants   

 



 
 P5: Immigration and Innovation:   
      Even though employing unskilled migrant may help a firm to save some 

labor costs, there is possibility to blunt the firm’s incentives to invest in 
new technology? (“labor-saving technology”) 

 
 P6: Immigration and Skill Development 
 An increase of labor migration to Thailand helps speeding the shift of 

Thai workers to higher-skilled position. When supply of labor is greater 
due to employing more immigrants to fill low-skilled jobs vacated by 
local workers, Thai workers are unavoidably pushed into higher-skilled 
position.  

 
 P7: Immigration and Foreign/ Domestic Investment:  
 An influx of migration increasing labor supply in Thailand would cause 

marginal product of capital and return on domestic investments to be 
raised and thereafter attract foreign direct investment.  

 
 
 

 









 Estimation of GMM 
Production function 

 
 Skilled immigrants 

contribute to more 
production than 
unskilled (especially in 
machinery and 
equipment and auto 
parts) 

 
 Labor-intensive 

production sectors  
(garment) receive 
highest contribution 
from unskilled 
immigrants 

 

 



 List of Dependent Variables 

 Labor Productivity: Log-scale of a firm’s 
production value (in Baht) divided by a number of 
employees. 

 Average Wage: Amounts of wage and salary for 
production worker divided by a number of 
employees measuring in Baht per person per year. 

 Unit Labor Cost: Log-scale of the average wage 
divided labor productivity.  

 



The independent variables are classified in 2 groups as follow: 
 Migration Variables 

 Share of skilled migrants: Percentage of skilled migrants employed by a firm to total 
production skilled workers 

 Share of unskilled migrants: Percentage of unskilled migrants employed by a firm to total 
production unskilled workers 

 Border Provinces: Constructed to be equal to 1 if a firm is locating in the province sharing 
cross-border three migrant sending countries namely Myanmar, Cambodia, and Lao PDR 

 
 Control Variables 

 Computer Control: Percentage of production machine controlled by computer 
 Firm Age: Number of years since a firm commenced operations in Thailand  
 Firm size:  Size of a firm is measured by log scale of number of persons employed. 
  Capacity Utilization: Percentage of amount of output a firm actually produced relative to 

the maximum amount that can be produced.  
 Capital-Labor Ratio: Amount of machinery and equipment rented or owned by a firm 

divided by total employees 
 

Control by time dummy, regional dummy, and industry dummy, and domestic export 





 10 percentage employment more of unskilled 
migrants will face a drop of its labor productivity by 
around 5 percent.   

 
 A firm employing 10 percent more of skilled migrants, 

on the other hand, will be 28 percent more productive 
 
 A firm locating in border province with 10 percentages 

more of employing skilled workers will be however 19 
percentage point less productive than a firm 
employing those skilled migrants in non-border 
provinces.  
 
 
 



 Regressions report that approximated 5,748 baht per worker per year on 
average can be saved among Thai firms who employ additional 10 
percentages more of unskilled migrants 

 
 Firms with labor intensive production, for example those in textile 

industry, can be able to save substantial amounts of wage cost by 24,144 
baht per year  

 
 Since both labor productivity and wage fall from employing immigrants, 

there is no significant impacts of immigration on “Unit Labor Cost” 
 

 By enjoying cheaper wage cost, they have to face a potential trade-off 
from deteriorating their productivity and possibly their global 
competitiveness in the long-run.  
 

 The result is ever stronger in textiles firms locating in border provinces 
where their labor productivity is about 45.2 percent lower than firms 
locating in non-border provinces.  
 



 A number studies found that there is no “technology-
saving” strategies from employing immigrants 
(Kohpaiboon, 2009 and Bryant, 2006) 

 
 Lists of dependent variables measuring innovative/R&D 

investment are as follow: 
 

 Prob(Machine Upgrade): Constructed to be equal to 1 if a firm 
reports their upgrading the machinery and equipment in the 
last 2 years before the survey period. 

 Prob (R&D): Constructed to be equal to 1 if a firm has positive 
expenditure on R&D expenditure. 

 R&D Expenditure: Amounts (in Baht) of R&D expenditure a firm 
reports in the year of survey.  

 



 There is also evidence of “labor-saving technology to labor-intensive firms such 
as those in textiles and garment industry.  
 

 Additional 10 percentage increase of employing unskilled migrants is found to 
reduce probability a firm to invest in R&D by 2.1 percent in textile industry.   
 

 On another flip side, additional 10 percentage increase of employing skilled 
migrants raises probability of R&D investment by 54 percent in Garment industry.  
 

 The labor-saving technology phenomenon is also verifiable to firms in rubber and 
plastic industry in which 10 percent increase of unskilled migrants will reduce 
their probability to invest in R&D by 12 percent especially rubber and plastic firms 
locating in non-border area.   
 

 Probability of machine upgrade if found to reduce by 40 percent while the R&D 
expenditure reduce by around 20 million baht per year in spare part firms from 
employing 10 percent more of skilled immigrants 



 we estimate the probability impacts of immigration on 
probability that the factories provide such formal training 
program for its employees or send its workers for training in 
a Skills Development Institute.  

 
 Using probit estimation, firms locating in border provinces 

seem to be about 3 percent “less probability in providing 
training programs to its workers from employing 10 
percentage more of unskilled workers. 
 

 This result is similar to what we found as an evidence of 

“labor-saving technology” strategy.  



 Evidences found from macroeconomic simulation model 
clearly support the argument that firms should gain from 
employing migrant workers and expect higher profit  

 
 There is significant result found in rubber and plastic firms to 

have about 8 percent higher probability to increase its 
investment as 10 percentages of unskilled immigrants are 
employed.  
 

 Employing skilled migrants, on the other hand, reduce 
probability to make an investment in the machinery and 
equipment firms. 



 Relationship between immigration and FDI is still doubtful 
(depending on unskilled/skilled human capital).  

 
 Use “Percentage of Foreign Ownership” as proxy of FDI 
 
 A firm will have about 17.2 percentages more of foreign 

ownership with 10 percentages more of skilled migrants. 
 

 Employing more 10 percent of unskilled migrants, on the 
other hand, reduce foreign ownership by 2.9 percent.  
 

 We find strong evidence supporting the argument that 
foreign direct investors are likely to concern with quality of 
labor instead of their cheaper cost.  
 
 



 One can expect that the proportion of migrants is not an 
exogenous variable due to selectivity based on past 
performance or characteristics of the firms.  

 
 We take only firms that are surveyed both in 2004 and 2007 

and computer correlation between outcome variables in 
2004 and the percentage change of migrants employed 
during 2004-2007 
 

 We find no evidence of such selection for both shares of 
unskilled migrants and skilled migrants.  
 

 IV estimation is estimated by using migrant share in 2004 as 
instrument 







 P1: Immigration and Production:  
 Immigrants to Thailand help increasing the country’s aggregate 

output (GDP). Both simulation model and growth accounting 
approach confirms that existing migrants have contributed 
around to 0.75-1 percentage point of the real GDP growth 

 
 Firm-level data also confirm the importance of migrant workers 

to a particular industry depends on their skill level.  
 Skilled migrants are found being major input for relatively 

capital intensives sector such as Machinery and Equipment, 
Auto Parts, and Electronic and Electrical Appliances.  

 Unskilled migrants, on the other hand, are important for 
relatively labor intensive industry such as Garment and Textile.  

 



 P2: Immigration and Productivity:  

 Firm-level data reconfirming that a 10 percentage 
increase of employing unskilled migrant workers 
should cause a drop of the labor productivity by 
around 5 percent. 

 

 Employing 10 percentages more of skilled migrant 
workers, on the other hand, helps enhancing the 
labor productivity by around 28 percent. 

 



 P3: Immigration and Labor Cost:  
 Our simulation should that employing migrants in 

agricultural sector tends to reduce wage rate by 
around 4.34 percent from the base case.  

 
 firm-level data reports that approximated 5,746 baht 

per person per year can be saved from additional 10 
percent more of unskilled migrants. 

 
  This result is straight-forward to a firm with labor-

intensive production, for example in textile industry, 
that can save up to 24,144 baht per person per year.  

 



 P4: Immigration and Competitiveness:  
 Even though higher unskilled migrant workers help 

saving wage cost (by approximately 5,746 baht per 
person per year), it however cause a reduction of the 
labor productivity by 5 percent. 

 
 Even though the Thai businesses enjoy their benefits 

from maintaining their price competitiveness by 
seeking the employment from cheap foreign workers 
for a certain period of time, there are no guarantees 
the achievement of approaching competitive 
advantage in the long-run. 

 



 P5: Immigration and Innovation:   
 

 a 10 percentage increase of employing unskilled migrants tends to reduce a firm’s 
probability of R&D investment by around 4 percent (especially to firms locating in 
border provinces) 

 
 Evidence show in textile and plastic 
 
 There is nevertheless the opposite result to Thai firms in the garment industry 

which able to raise probability of R&D investment by around 54 percent from 
employing skilled migrant workers.  
 

 This result implies complementary effect that firms hiring more skilled workers 
(migrants) should be enforced to invest in high-technology.  
 

 Employing cheap labor from aboard adopt a kind of the “labor-saving 
technology”, which would slow down productivity improvement and 
deteriorating global competitiveness in the long-run. 
 



 Using probit estimation, firms locating in 
border provinces seem to be about 3 percent 
“less probability in providing training 
programs to its workers from employing 10 
percentage more of unskilled workers. 
 

 This result is similar to what we found as an 
evidence of “labor-saving technology” 
strategy.  
 



 P6: Immigration and Foreign Investment/ Domestic 
Investment 
 
 Firm level data confirm that a firm employing 10 percent 

more of skilled migrants will have 17.2 percent more of 
foreign ownership.  

 
 A firm employing 10 percent more of unskilled migrants, 

on the other hand, will have 2.9 percent less of foreign 
ownership.  

 
 the foreign investors in Thailand are concerned to the 

quality of migrant workers rather than the cheap wage.  
 



1. Migration policy should be placed based on long-
term objective rather than short-term response. 
Relying short-term benefits on cheap labor can be 
jeopardized 
 

2. Employing skilled immigrants help improving 
productivity, promoting R&D investment, attracting 
foreign investment, and increasing knowledge 
transfer, the importation of skilled migrants (rather 
unskilled one) should therefore be prioritized.  
▪ Temporary Foreign Working Program” in Canada  
▪ the Migration Occupations in Demand List (MODL) Program in 

Australia.  



3. There is a need to provide them basic social protection to unskilled workers residing in Thailand 

 the governments have to be ensured in providing sufficient numbers of healthcare personals, e.g. 
doctors and nurses, and education personal, e.g. teachers, especially in the provinces where migrants 
are concentrated 

 Getting benefits of employing migrants (especially Burmese) skilled workers (health personal, 
teachers) in migrant concentrated areas.  

 

4. The government needs to put a great emphasis on obtaining an accurate estimation of labor 
demand by sectors and occupations (LFS, Census, SES) 

 
5. Long term vision with regards to the contributions of migrant workers to Thai economy should 

be incorporated with the international agreement of both multilateral and bilateral 
cooperation on migration. What happen in 2015? How migrants will be treated vis-à-vis to 
Thais 

 
The imbalance of cost-benefit recipients (between loss groups and gain groups) may open some 

rooms for the Thai government to tax the benefits from employers or immigrants themselves.  
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