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INTRODUCTION
Human capital investment is essential to turn technical
change and physical capital investment into productivity
gains (Schultz 1975, Rosenzweig 1995, McMahon 1999). 

Economic growth and restructuring have fundamentally
changed the Thai labor force. The increasing demand for
labor in the manufacturing and services sectors will require
workers to gain more human capital.



PROGRESS IN THE THAI ECONOMY HAS SHIFTED FROM AGRICULTURE TO MANUFACTURING AND SERVICES
(KRONGKAEW 1995;  KRONGKAEW, CHAMNIVICKORN,  AND NITITHANPRAPAS 2006).  IN 1960,  82 .3% OF THE
THAI POPULATION WAS ENGAGED IN AGRICULTURE ,  WHILE ONLY 17.7% WERE ENGAGED IN NONAGRICULTURE
ACTIVITIES IN THE MANUFACTURING AND SERVICES SECTOR.  IN CONTRAST,  MORE THAN 50% OF THE LABOR
FORCE HAS BEEN EMPLOYED OUTSIDE AGRICULTURE SINCE 2000.  



LITERATURE REVIEW



Hawley (2004) finds that completing an additional year of
schooling provides an additional 11%–12% of monthly log
earnings for both men and women.
Hawley (2003) and Moenjak and Worswick (2003) find that
vocational secondary education provides higher earnings returns
than general secondary education. 
Mehta et al. (2011) find little evidence of overeducation in
unskilled jobs in Thailand.
Mehta et al. (2013) reveal that high-skilled services helped to lift
college returns moderately in Thailand. 
The impact of an additional year of schooling for urban residents
is higher than for rural residents (Warunsiri and McNown 2010,
Hawley 2004). 

LITERATURE REVIEW



This study’s objective is to investigate the rates of return
to schooling in Thailand based on a Mincerian earnings
function.

OBJECTIVE



BACKGROUND ON THAILAND’S
EDUCATION SYSTEM, POLICIES,
AND PLANNING



THAILAND’S EDUCATION SYSTEM



THE NUMBER OF STUDENTS ENROLLING IN EACH LEVEL OF EDUCATION IN 2007–2009.



Thailand’s education reform started in 1999. The National Education Act,
1999 was implemented during the first phase of education reform, which
mandated children aged 7 years old to enroll in primary and secondary
education until they turn 16 years old or complete Grade 9.

In 2009, implementation of the 15-Year Free Education with Quality Policy
was initiated to lessen the financial burden of parents as well as to
stimulate the economy. 

Students are provided with education from kindergarten through Grade
12, including general and vocational education.

The policy covers tuition fees and expenses for books, utensils, uniforms,
school equipment, and extracurricular activities.

THAILAND’S EDUCATION POLICIES AND PLANNING



DATA AND SAMPLE



This study is based on 2007–2010 data from Thailand’s National Labor Force
Survey conducted by the National Statistical Office. The sample is drawn
randomly from different households throughout the country. 

Each year of the survey consists of four quarterly sets of data: (i) January–March
(dry or nonagricultural season), (ii) April–June (the period in which a large group
of new workers enter the labor force after graduation), (iii) July–September (rainy
and agricultural season), and (iv) October–December. The measure of education
collected in the data relates to the level of education the respondent has
completed. 

Because of the focus on private returns to education in this paper, only individuals
who studied in the general or vocational education system and reported their
monthly salary are included in the analysis. 

Those who are in religious schools are excluded. The analysis is limited to
individuals aged 16–60 years at the time of the survey. 

The sample is further restricted to individuals who work as employees in either the
government, a state enterprise, or a private sector business; individuals classified
as employers or self-employed, or those whose work is restricted to household
work were excluded. 







EMPIRICAL STRATEGY
AND METHODOLOGY



THE LOG EARNINGS IS A FUNCTION OF YEARS OF SCHOOLING ,  YEARS OF EXPERIENCE ,  AND YEARS OF EXPERIENCE
SQUARED,  AS SHOWN IN EQUATION (1) .THE REGRESSIONS ARE BASED ON MINCER (1974) :

AN EXTENDED EARNINGS FUNCTION WHICH REPLACES YEAR OF SCHOOLINGI WITH LEVELS OF SCHOOLING AND INDIVIDUAL
CHARACTERISTICS IS SHOWN IN EQUATION (2) :



THE INTERNAL RATE OF RETURN OF EDUCATION IS ESTIMATED IN TERMS OF BOTH PRIVATE AND SOCIAL RATE OF RETURNS.
THE PRIVATE RATE OF RETURN IS USED TO DESCRIBE THE DEMAND FOR EDUCATION AND ASSESS THE EQUITY EFFECTS OF
PUBLIC EDUCATION EXPENDITURES (PSACHAROPOULOS 1994,  1995) .  

ON THE OTHER HAND,  THE SOCIAL RATE OF RETURN REVIEWS THE COSTS AND BENEFITS OF THE EDUCATION INVESTMENT
FROM THE GOVERNMENT’S VIEWPOINT (PSACHAROPOULOS 1994,  1995) .  

THE FIRST METHOD TO COMPUTE THE PRIVATE RATE OF RETURN
TO AN INVESTMENT IN A GIVEN LEVEL OF EDUCATION IS FINDING
THE RATE OF DISCOUNT (R) THAT EQUALIZES THE STREAM OF
DISCOUNTED BENEFITS TO THE STREAM OF COSTS AT A GIVEN
POINT IN TIME AS SHOWN IN EQUATION



THE SOCIAL RATE OF RETURN 

THE SECOND METHOD IS THE SHORTCUT METHOD TO APPROXIMATE THE PRIVATE RETURNS TO EDUCATION BASED ON
PSACHAROPOULOS (1995) :



EMPIRICAL RESULTS















POLICY IMPLICATIONS
AND CONCLUSIONS
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