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Issue: Income Inequality and Growth
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Good news: Number of poors has been reduced
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Bad news: Income inequality has been worsen continuously 
for the past two decades
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Difference in income share between the poorest and the 
richest group is about 34.9 times
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Cumulative percentage of household
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Points on the Lorenz curve represent statements like "the bottom 20% of all 
households have 10% of the total income."

Gini Coefficient
Whole Kingdom, Regions, Urban Area, Rural Area
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Gini efficient narrowly fluctuates around 0.04-0.05 for the past two decades
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Income Inequality has been persisted in the rural area.
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Growth
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Kuznets Curve

Simon Kuznets
(1901-1985)

Nobel Memorial Prize in 
Economic Sciences (1971)
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 Growth                                                    Income Inequality   
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GINIit= β0+ β1 GRPit + β2YOSit + β3 LFit+εit.
where

GINIit Gini Coefficient for Region i at time t
GRPit Gross Regional Product for region i at time t (logarithmic form)
YOSit Years in Schooling for region i at time t
LFit Amount of Emplyment Labor force for region i at time t (logarithmic form)
εit    Disturbance term

Time period 2531-2556 (1981-2013)

Regions Bangkok, North, Northeasten, Central, and South
Data type Panel Data Analysis
Source of data National Statistic Office (NSO), National Economic and Social Development Board 

(NESDB)
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Effect of explanatory variables on Gini coefficient Change in Gini coefficient

o When GRP per capita increases by 1 percent,                
Gini coefficient will reduce by

-0.0008

o When number of years in Schooling increases by 1 year, 
Gini coefficient will reduce by

-0.0255

o When Employment labor force increases by 1 percent,       
Gini coefficient will reduce by

-0.0018
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Key Finding from OECD Report (December 2014)

• The gap between rich and poor is now at its highest level in 30 years 
in most OECD countries. 

• This long-term trend increase in income inequality has curbed 
economic growth significantly. 

• This negative effect of inequality on growth is determined not just by 
the poorest income decile but actually by the bottom 40% of income 
earners. 

• This is because inter alia people from disadvantaged social 
backgrounds underinvest in their education. 

21

• Tackling inequality through tax and transfer policies does not harm 
growth, provided these policies are well designed and implemented.

• In particular, redistribution efforts should focus on families with 
children and youth, as this is where key decisions on human capital 
investment are made and should promote skills development and 
learning across people’s lives. 
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