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MICROENTERPRISES IN BANGKOK’S SLUMS -
POTENTIAL FOR SELF-SUSTAINED GROWTH?

Barbara lgel

1. Analyzing slum economies with the informal sector concept

By the end of this century the majority of the world's population will live in urban areas; today
already 40% stay in the cities. Until the year 2025 the urban population will increase worldwide by about
2.5 % , whereas a growth rate of 3.5% (which is three times higher than in the industrialized nations)
will cause the urban population in the developing countries to double within the next twenty years.'

This rapid urbanization combined with high birth rates will lead to increasing regional and local
disparities, such as the explosive growth of slums and squatter settlements, especially in the metropolises.”
The United Nations' prudent estimates assume that already about one third of the urban population in
developing countries live in slum areas, which grow by 10-20% per year.

Bangkok, the capital of Thailand, with its rapidly growing population - from 3.5 million inhabitants
in 1970 to at present more than 8 million® - is a showcase for regional and local disparities caused by
rapid urbanization. Bangkok's population grows by 3.6% per year. The capital has the highest urban
primacy in the world. In 1986, Bangkok had fifty times more inhabitants than Nakormn Rachasima, the
second largest city in Thailand, and held rank 14 among the largest metropolises in the world.

Twao thirds of Thailand's urban population live in the central region, &nd 90% of them in Bangkok,
Every year more than 100,000 persons searching for employment migrate to Bangkok.” The registered
supply of labour grows by more than 80,000 workers per year. Only a few of them are employed by
medium and large scale industries equipped with modemn technologies.” More than 70% of the employees
in Bangkok are found in the trade and services sectors.’

! United Nations Populution Activities (1986)

2 in 1975 the foltowing share of the urban population lived in slums and squatter settlements: Lima 40% Beirut 46% . [stanbul

40%, Ankara 60%, Lusaka 48% . Daressalam S0% . Akkra 53% . Abidjon. Bogotn, Dakar and Rabat 60% each. Casablunca 704 . Mopgadischu
T1% . See World Bank (1975) 62-63.

¥ United nations (1976)

’ Henning [/ Jenssen [ Kunzmann (1978) 25. The actual figures are estimates which include non-registered inhabitants in slum areas.
In 1985, Bangkok had o registered popalation of 5.26 million. see Thai Rath. 19985 and Pakkasem (1987)

3 Pakkasem (1987); Henning f/ Jennsen [ Kunzmann (1978}

® The Nation 11.10.85

7 Kanok (1982) 57
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Apart from these regional imbalances, local disparities are being aggravated, In 1983, 448 slum
areas, inhabitated by 1.2 million persons had been counted in Bangkok. In 1985, a new survey found
1020 slum areas with an estimated population of 2.4 million.® Therefore, today abow 33% of Bangkok's
population live in slums.

In most developing countries the concentration of modem industries in the cities has fostered
the growth of an informal economic sector which consists of numerous small enterprises, partly very
innovative, but in general labour intensive, Depending on the size and growth rate of the cities, the informal
sector provides between 20% and 70% of all jobs.” These small entrepreneurs offer a very much necded
supplement 1o the products and services of the formal industries and services sectors, like the provision
of cheap goods and services. or the recycling of waste materials from modern industries. It is forecast
that the wide spectrum of informal employment will be the only chance of survival for the unskilled
rural migrants and the explosive growing number of poor citizens. and thus, in the future, could become
the dominant mode of economic activities in the urban areas, "

Despite their heterogeneity. informal economic activities have in common that they escape from
economic policy controls, do not pay taxes, lack registration, maintain contractual relations beyond the
official legal order which often even conflict with the law in force, and impart professional skills outside
of recognized education and training systems.''

There is no doubt that informal economic sectors and slum areas are not congruent, neither do
all informal entrepreneurs and their employees live in slums or squatter settlements nor do all slum
inhabitants work in informal enterprises. Based. however, on the above mentioned data on the pace of
urbanization, the forecast that the informal sector could in the future be the dominant mode of economic
activity in the urban areas of developing countries may very well come true. Therefore, the thesis that
the informal sector is the economic parallel to the informal settlements in slum and squatter areas™ seems
to be plausible.

It is obvious that for slum households, fundamental links exist between the generation of their
survival income and their habital. For low income households, improving the habitat has to take a back
seal 1o necessity of generating a sufficient income to satisfy the basic needs. Likewise, the style of
living - the social and spatial organisation of the habitat - is determined by the necessity to secure the
daily survival minimum. Consequently, a habitat and form of housing is chosen which guarantees the
safest income. By ignoring these fundamental links. conventional housing policies and programmes had
to fail. But also recemt programmes which aimed at improving the living conditions of slum
residents - like sites - and services, self - help housing construction, and upgrading projects - have perceived

Angel | Benjamin | DeGoede (19770 7% Patpui / Jannarong (19833 Pormchokchal (1985) 25; Pucksawar | 1987)
Fapohunda (19800 41: Sethuraman (198120 8

" Herrle (1983): Oesterreich (1976)

I

Paul (1985 6-7

12 Baldesux (19832
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dwelling as a purely physical problem, and thus neglected the social and economic fabric and networks
of entrepreneurs and households living in the slum. Physical slum reconstructions resulted in a destruction
of the living base through increased rents and lack of space for small business enterprises. Resettlement
to the outskirts caused the loss of social relationships and regular clients. Manifold experiences show
that not upgrading projects planned from outside but rather a stimulation and promotion of the economic
development potential existant in the slums can improve the living conditions of its residents.

This study explores in five of the far more than one thousand slums in Bangkok some options
to strengthen the development potential of the economy of. During three empirical surverys between 1985
and 1988, five slum areas in Bangkok were researched by collecting primary data and applying the
method of participant - observer evaluation.'” The surverys focussed, in particular, .on informal economic
activities and their contributions to the households’ survival income, as well as on the interweaving of
economic activities between the slums, other urban sectors, and rural areas which had been established
through the economic self - organisation of slum residents.

2. Microenterprises in the slums of Bangkok

The employment opportunities of slum residents in Bangkok are determined by the location of
their settlements, as most of their income sources depend on their proximity to business firms and
households in the formal sector. Here the fundamental connection between the needs of income generation
and habitat becomes evident, The way of living is determined by the daily struggle to secure the minimal
survival income,

Residents of slum settlements close to large food markets find occupation as coolies, produce
and sell candies and other sweets, trade vegetables, fruits, fish and meat, and collect paper, cardboard
and plastic bags for recycling. Inhabitants of sulms in the vicinity of factories producing such goods,
like canned fruits, soft drinks, ice, cement and steel tubes are employed as day - labourers. In ‘Soi Ban
Baat'.a slum located in the neighbourhood of several Buddhist temples, entire families, for generations,
have been engaged in the production of bowls used by Buddhist monks to collect alms every morning
in the neighbourhood, In Thai the bowls are called 'baat’. Squatters who have lived more than two decades
on a land belonging 1o the State Railways of Thailand are employed as conductors, gatekeepers, technicians,
and workers repairing tracks.

Other jobs of the slum residents are less dependant on the location of the settlement, such as:
- Taxidrivers, construction workers, street - sweepers, sewermen, garbagemen. mobile sweets and
beverage stalls at central bus stations, mobile noodle and rice cook - shops, flower and newspaper vendors:
employees on fixed contracts, like watchmen, drivers; employees in the public sector, like bus drivers,
conductors, electricity meter controllers, policemen, and soldiers.
- lllegal activities, like beggars, prostitutes, gamblers, and drug dealers,
- Activities within the boundaries of the settlement. like letting out rooms. selling electricity, grocer's
shops and food stalls inside the slum settlement.
Criteria as simple and clear as possible are selected to record and analyze the economic activities
of slum residents, and to delimitate informal from formal employment. They are based on recognized
characteristics found in the majority of other studies on the informal sector.

1 The slums researched are o Bar Boar with about 0 houscholds, Trok Tad with 49 households, Lindwieag Mabbsaun . with

134 houscholds, Ko Fie Asobe with about 250 hooseholds. and Chuschos Pottang in the outskirs of Bangna with 43 households
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Most empirical research studies on the informal sector show several common criteria to distinguish
those activities which are subsumed under this conception. There is a concensus on the following featrues':

- Informal sector enterprises are relatively small, that is, they provide for only a few employees.

- They have no organization in that set rules and procedures for operation are lacking, there is no
regimented hierarchy of management, there are no systematic procedures for hiring and treatment of
workers, there are no fixed working hours. They lack legal identification as registered businesses.

- Informal firms produce with few and relatively simple types of equipment and tools. Business
operators, in general, have little formal education and training. These firms are, thus, marked by lack
of physical and human capital.

While the above mentioned qualities are generally agreed upon, there is little consensus on which
of these attributes captures the flavor of informal sector enterprises best. Some research studies employ
several traits while others use only one or two."”

The most important criteria is the self-generation of activities by the entrepreneur and his
family. The search for employment and income is considered as the essential cause for the informal
sector’s emergence. The informal entrepreneurs’ behaviour is determined by their search for means to
survive, also called the "Economy of Survival™'" The main purpose of founding an enterprise must be
the creation of employment and income generation opportunities for oneself, and maybe one's relatives,
whereas later on some non - family - members can be employed. The employment of these external workers
i1s also considered as informal, because if we reduce the informal sector to the group of self - employed”,
we would not be able 1o study the internal differentiation between the owner of the enterprise and his
employees in the different types and branches of informal businesses.

A second important criterion to distinguish the informal from the formal sector is the fact that
informal businesses escape from economic policy controls because they are not registered or legalized
by an industrial or commercial board,

The third feature of informal economic activities is a high level of risk and insecurity which
the economic decision - makers face due to the many events beyond their control seriously affecting their
enterprises and causing great variations in their income. Elwert mentions in this context the strata of
the "unsecured"." The sources of risk are mostly irregular demand for informal products and services,
the illegal nature of the enterprise, lacking access to credit, to subsidies, and to financial incentives, and
lack of insurance in case of illness, unemployment, or old age."

The contribution of informal employment to the survival income of slum residents is determined
by applying these three criteria in the analysis of microbusinesses operated by inhabitants of the five
researched slums. The findings of the operational analysis of 413 microbusinesses owned by the slum
residents can be summarized™ as follows:

o paul (1985) 6

Y Examples for the first group of research studies are ILO (1972) 6. and Sethuramar (1976a) 81, while Merrik (1976) and Mazumdar
(1975} omong others represent the second groap.
' Hemle defines the informal sector as the Economy of Survival or "Okonomic des Uberlcbens”, see Herrle (1983 48
T Han (1973) 69 McGee (1973) 137; Teilhet - Waldorf / Waldorf (1983) 590
Schichl der “Ungesichenen™. see Elwen er al. (1982)
Faul {1985) 12-13

For the details of this operational anslysis see [gel (198%) 61 - 93
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- Commercial enterprises, with 44.8% of the 413 explored businesses, hold the first rank, followed by
food processing with 20.8%, services with 18.4%, and other manufacturing business with 16%
(see table 1).
334 businesses offer their products and services at locations outside of the slum settlements, whereas
79 entrepreneurs sell their goods exclusively to their slum neighbours. Their markets are small, mostly
scooped out and easy to survey.

- They have no marketing relations to bigger private business companies or the public sector. Only
26.6% hold a legal operating permit.

- Two thirds of the microbusinesses are headed by women: 44% of these women are the main income
eamner in their family. Only 15% of the microentrepreneurs have been trained specifically for their
job. About half of them are migrants who had moved 1w Bangkok to search for better employment

opportunities.
Table 1: Supply of goods and services

Branch Number Share in percent
Food processing 46 20.8%
Other manufacturers 66 16.0%
- Based on primary sector goods

+ Clothes and shoes 8

+ Wood products 15

+ Paper bags, garlands, toys 30
- Based on industrial goods

+ Motoreyele workshop |

+ Bicycle workshop I

+ Metal wares 12
Trade 185 44.8%

+ Food 63

+ Newspapers 41

+ Sweets, soft drinks 12

+ Flowers 32

+ Scrap materials 32

+ Others 7
Services 76 18.4%

+ Transport 20

+ Laundry 18

+ Hairdresser 3

+ Landlord/-lady 23

+ Prostitute 12
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Most of the goods produced by the microbusinesses are oriented towards satisfying basic needs; 73%
of the 337 manufacturing and trade enterprises supply primary sector goods. The production
technologies applied are labour - intensive, except in a few cases (5.5%). All raw materials,
commodities and equipment used in the production process are local products and mainly
purchased from small retailers.

The microbusinesses show a wide spectrum of functions and structures, which is reflected in great
variations of investment capital and operating revenues. The majority, or 55% generate an income
per person which is higher than the minimum wage in Bangkok. Most of the 21.4% of entrepreneurs
who earn considerably less than the minimum wage rate are incidental income earners and work
comparatively few hours per day.

- The age under the present head of the microfirms and a dominance in ownership by the head of the

enterprises indicate a potential for a longterm persistence of these informal businesses. This potential
for further development, however, is constrained by limited markets, harrassement by the public
administration, and missing access to financial resources in formal credit markets. Other important
development constraints are in many cases the social obligations which successful owners of the
microfirms have to fulfill towards their relatives. The payments to non employed family members
frequently cause a substantial outflow of capital and limit the scope for neccessary investments.

The microentreprencurs have no access to financial resources with the exception of savings within their
extended families and the informal credit market where interest rates of up to 360% per annum are
charged. In 81% of the microbusinesses the owner has generated the initial investment capital ou
of his family's savings. Investments after the establishment of the business are comparatively small.
Except in one case, the microbusinesses had invested only in the substitution of equipment which
wis worm out.

The 413 researched microfirms employ altogether 489 persons or one third of the roughly 1,500
workers living in the five slum areas: 116 work in food processing enterprises, 80 in the manufacturing
sector, 194 in trading and 99 in service firms.

The average investment per workplace equals Baht 64707, which covers a range from Baht 2,078
to 33.256 in food processing, Baht 850 to 12,400 in the manufacturing firms, Baht 125 1o 16,000
in trade, and from no investment at all up to Baht 19,600 in the service sector. The average floating
capital of Baht 5,152 per worker and per month® is strikingly high when compared with the
average investment capital per worker.

The value added which equals turnover less cost of raw materials and stocks on hand™ varies

considerably, and can only be estimated. The collection of relevant data was dilficult due 10 lack
of record-keeping by the microentrepreneurs.

In the food processing’ microbusinesses the value added ranges from 15.7% 1o 53%, and
manufacturing shows a spectrum between 33.3% and 89.5%. All 86 food processing enterprises

The rate of exchange for USS | ranged in 1985/86 from Babi 25 o 26. DM | fuctuated between Boht 8 and 12

This average amourn of floating capital for raw materials. working muterials. products in store. wages 10 be paid, unpaiid bills

jess Hahiliies. and cush is derived from the individual estimates by the heads of the micro-businesses of foating capital necessary for one
week of operation,

n

- Harper {19847 4
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together produce a value added of Baht 4,565,958 per annum (70 rice and noodles cook-shops
Baht 3.465.350 and 16 candy producers Baht 1,100,608). The other 66 manufacturers achieve an
annual value added of approximately Baht 3,643,680, Thus the candy producers realise the highest
average value added of Baht 68,788 annual per production unit, followed by other manufacturers
with Baht 54.383. The rice and noodle cook-shops achieve an average of Baht 49,505 annually per
unit,

In the remaining part of this chapter. the 413 microbusinesses owned by slum residents shall be
classified as belonging to the informal or to the formal sector,

Based on the three criteria which determine the informality of an enterprise, namely self-generated
employment, lack of registration or other legalization, and a high degree of risk and insecurity, (like
official harrassement due toillegal production location, high fluctuation of demand, exclusion from formal
subsidised credit markets, minimum-wage legislation and social security progrums), around 94% of the
researched microbusinesses can be classified as informal.

Indeed, all 413 microbusinesses comply with the criterion of self-generated employment with
regard to their owner, and only 3 enterprises employ workers who are not members of their extended
families. Likewise, all microbusinesses are excluded from access to the formal credit market, government
subsidies, social security programs and guaranteed minimum wages. However, only about two thirds
suffers from pursuit due to their illegal status (around 30%) or extreme variations in demand for their
products (about 32%). The criterion of risk and insecurity is not met by about one third of the firms,

In all, the above findings illustrate that despite intensive efforts of detailed characterisation for
informal employment - see¢ for example Sethuruman (1976a) - the ‘microbusinesses’ classification as
formal or informal must remain unsatisfactory, The variety of the firms' structures and Ffunctions cannol
be covered entirely and determined with whatsoever criteria one may specify. In this context it should
be noted that all typologies for determination of the informal sector refer to activities or roles rather
than to persons, although a household or even an individual can be engaged in both, the informal and
formal sector simultaneously. Individuals often work in different professions, like for example teachers
who drive taxis in the evening and on weekends, factory workers who sell snacks and candies after
workhours or take laundry orders from neighbour families as well as some young women employed
in the public sector who earn additional income through prostitution. Also slum residents combine the
capacity available for work within their houscholds to work in both the informal and formal sector in
order 10 generate the highest and securest survival income achievable,

The 390 households which own the 413 microbusinesses have been surveyed with the purpose
of ascertaining the contribution of income generated in the informal microfirms to the whole household
income. Twenty-three households operate two different microfirms at the same time. The average household
size 15 4.4 persons out of whom 2 are working.

In 38 households (9.7%) the income form formal sources is considerable higher than eamings
from informal sources. Fifty households (12.8%) earn almost equal formal and informal incomes. 125
households (32.3%) receive a clearly higher informal than formal income whereas the majority. or 176
houscholds (45.1%) earn their living solely within the informal sector,

The total income per houschold of the 390 slum families ranges from Bahi 450 to 30,000 per
month. On average, the households earn a monthly income of about Baht 4.784: the average income
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they earn in the informal sector is Baht 3,540, and in the formal sector Baht 2,255, These income data
elucidate that formal employment contributes an important part to the families' income even in b se
households which operate an informal microbusiness. Around 25% of the 390 households earn besides
their informal income an equally high or even distinctively higher formal income.

Besides, taking into account that in about 30% of the cases the investment capital for founding
the microbusiness had been earmed through employment in the formal sector, while the sales of two
thirds of the microbusinesses depend on the purchasing power of their customers outside of the slum
settlement. it becomes evident that the informal sector alone cannot be considered as the "engine of a
self-sustaining development process™ in these slum areas, as assumed by Baldeaux (1983).

Moreover, the empirical analysis of the informal microbusinesses validates the widely expressed
criticism™ that the informal sector concept with its various definitions and determination criteria is  hardly
operational for empirical research. This also holds true for the efforts undertaken in this study to grasp
the complex economic activities which the slum households have 1o combine in order to earn an income
sufficient for survival.

3. The economic survival territory of slum inhabitants

Following the insights gained from the previous discussion - that the informal sector concept can
catch only parts of the very complex economic activities found in the slums settlements - the model of
the economic survival territory shall be introduced.

The concept of the economic survival territory (EST) enables us to distinguish and fully analyse
the slum residents’ complex and diverse income generation activities, and the related streams of goods,
money and migrating people, The EST - model does not focus on a supposed dichotomy between an
informal and formal sector, but rather looks at the entire activities of the slum households which, caused
by a striving for secure employment and income opportunities, lead to strategic actions directed towards
a combination of different income sources,

The fundamental ideas of the EST - model are based on the paradigm of the
"Uberlebensdkonomisches Territorium” developed by Maennling (1984) which lays hold on the spatial
shape of socio-economic exchange relations between poor rural and urban population groups. Owing to
the centralization and departmentalization of the public administration measures, the fight against urban
poverty has in most developing countries remained confined to less efficient, singular projects, such as
sites-and-services, in contrast to comprehensive rural development programs. Insufficient interdisciplinary
cooperation between the different academic disciplines which deal with regional development theory led
to research studies about migration focussing mainly on the extent, structure, short-term course and
individual motives of the migrants. Thus, they give only disconnected facets of economic survival
activities of poor population groups which do not relate to the regional context of their established
exchange networks.

The EST-model is founded on several concepts of development theory and policy, such as the
growth pole-theory, and the theory of the survival economy for poor houscholds®, as well as Friedman's

= "der Mator eines sich selbst tragenden Entwicklungsprozesses” | see Baldeaux (1983 6
- See for example Sethurnman (1980a) 10, Schmitz (19823 16-17 . 159: Marke (19863 57
2

- Evers (1982 JacobiMiess (1980); Wallerstein (1979)
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paradigm of agropolitain  developmem™  which has been further developed 1o the concept of
development from below by Stoehr and Taylor (1981).

The central thesis of the EST assumes that rural-urban migration in developing countries has caused
poor population groups in rural regions and urban slum areas 1o mould a survival economy with specific
features™, because they cannot find sufficient occupation and income, neither by farming nor in the urban
industrial sector. This peculiar manner of economic activity is called survival economy. The households
have 1o combine formal and informal occupation with subsistence production to satisfy their basic
needs. Their strategic action plans aim at applying the total labour force available in their household
in their household in such a way that the highest possible income is realised. Due to this reason a substantial
number of houscholds in slums and villages change their composition within certain periods. The houschold
members engage in permanent or seasonal intercity, intracity, and circular rural-urban-rural migration.
As a consequence of these migration flows, distinctive economic rural-urban networks are established
which play a central role, both for the survival of slum households as well as their relatives living in
rural communities,

Based on these considerations Maennling developed the paradigm of the "Uberlebensikonomisches
Territorium” with emphasis on the context of peripheral urban settlements, the center of the regional growth
pole and peripheral rural settlements, as shown in Figure | below.

The economic transaction networks are created between the regional growth pole and urban
settlements at the periphery as well as among the peripheral urban settlements, Such transaction
networks also exist connecting rural settlements and the related central town. The extension of the
intrasettlement and rural regional connections for securing the resources for survival and the sustained
exchange of goods, services and labour between rural and peripheral urban settlements, even accross
considerable distances is pointed out as a distinctive feature of the living conditions of poor families
in peripheral locations.

The household plays a central role in the actual exchange of transactions through the established
networks. The households’ room for actions to secure survival and 1o explore new production and
reproduction  resources by combining reproductive work (subsistence production, homework) and
employment is largely determined by the available labour potential ™ The economic exchange networks
are established within the reach of extended families and regionally split-up households. They are directed
towards exploring access to the resources of their counterparts. This is done through the direct exchange
of goods and money as well as indirectly on informal markets which, according 1o Maennling (1984),
are not dominated by neoclassical market forces.

¥
H Friedman/Douglass | 1978)
H

- Hennholt - Thomsen (198100 Herrde (1963% 1hich 019830 Jacobi/Niess (1980)

il Macninling (1984 @
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Figure 1 : Regional network of poor population groups in
rural and urban settlements

Source: Maennling (1984)

The stability and intensity of the exchange relations depend mainly on the extent of communal
organisation within the settlement which is more distinctively developed in rural regions but influences
also the spatal and communal organisation of villagers who have recently migrated to the city, Other
factors affecting the exchange networks, like distance, diversification and shortage of exchangeable goods.
can be relativised by strong family ties. As a precondition for the stability of the exchange networks
the benefits of exchanged goods, services and labour must be perceived in the long run as  equal,
whereby the exchange relations are judged based on economic as well as socio-cultural criteria.

Through the exchange networks which are organized along family and communal ties the
houscholds form economic action-rooms for the generation of their survival income. These action-rooms
can condense in the cities in form of slums to economic survival areas in which intensive exchange
relations emerge between rural households of smallholders or tenanis and households in poor urban
settlements ol the related regional center.™ The ability of people living in slums and smallholder
communities (economic survival areas) to overcome, at least partially, the settlement-specific shortages
of resources is seen as an endogene development potential of these areas.

Several economic survival areas (slums and villages) connected by exchange relations via the
regional center form an economic survival territory. The reach of the EST depends more or less on
the formal economic sectors in the region. The transport infrastructure and a certain number of workplaces
in factories, food markets, construction sites, ports, etc. available for slum residents as well as markets
for the microbusinesses - all these are important preconditions for the formation of migration streams and
the consequent establishment of household related exchange networks.

= Maennling (1984 %
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Maennling leaves the question unanswered whether the EST concept, originally designed for the
context of exchange networks between peripheral slums and rural communities channelled through a
regional center, can also be applied to innercity slums and dispersed rural communities. He recommends
testing this for different countries and regions in individual case studies.” This will be done in Chapter
Four for three of the five slum settlements researched in this study.

For this purpose the EST of slum residents in Bangkok will be structured and analysed from
the urban perspective with the "circular flow" analysis, an instrument which is uvsually applied in the
calculation of the Gross National Product (GNP) for a country. The "circular flow" analysis depicts
the transactions between the different sectors of an economy, and measures the level of economic
activity which is indicated by the size of the GNP. The economic structure of slums as parts of the
EST is analyzed along the categories of the "circular flow" of transactions in a national economy in
order to grasp the economic transactions between the slum and the world around. Thus, all transactions
of slum households as producers and consumers within the survival area slum, as well as the exchange
with other urban sectors and the home villages of migrants living in the slum, can be recorded. The
economic interlocking of urban and rural survival areas, their relative autonomy, and the extent to which
the slums are integrated into the urban macroeconomy can be analyzed with the "circular flow” categories.

In particular with regard to the purpose of this study, to evaluate the contribution of informal
employment to the survival income of slum residents and potential development perspectives of slums
as economic survival areas for a rapidly increasing number of urban residents without any prospects of
formal employment. the "circular flow" analysis is most suitable for comparative city and country studies.
The categories of circular flow of economic transactions applied in the calculation of the GNP allow
a systematic consideration of the very complex and heterogenous economic survival activities which
previously could be recorded only to a limited extent with the informal sector concept.

The transaction categories applied in the GNP calculation have been developed for modem
industrialized market economies and can certainly not be applied unchanged. In the following analysis
of economic cycles in three of the five researched slums in Bangkok some transaction categories cannol
be found at all while others exist only in a rudimentary form. Essentially the following modifications
are necessary:

- For the public sector

In general, there are no public sector institutions in slums and squatter settlements. Compared
to other sectors in the urban economy, microbusinesses and households in slum and squatter settlements
pay no or relatively low amounts of tax.

Only 1.2% of the researched microenterprises run by slum residents pay a small business tax
while none pays any income tax for their workers. More than 90% are not registered, and many, for
outsiders, are not perceptibly businesses. In the rare cases of inspections by the revenue authorites the
microentreprencurs declare their income deliberately as low as possible in order to avoid being
considered as liable to taxation. Since there is no book-keeping the tax inspectors lack the means to
check their oral statements.™

1|
) Macnnling (19%4) B

A Time and again repons in the Thai press and regular snnouncements by the government of ey amnesties for dilatory private

business owners indicate that also in the formal sector several companies evade paving laxes.
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For the following calculation of the 'Gross Slum Product” (GSP) of the economic survival
area, tax on wages is considered only for those employees who could confirm with certainty that
their employers pay tax on their wages to the tax authorities. None of the interviewed slum residents
employed in formal business companies and the public sector could, however, specify the exact amount
of tax paid monthly. Therefore, the minimum tax rate on wages of 7% which is valid for a yearly income
up to Baht 30,000 is applied homogeneously to all tax-paying employees,

- For the private business seclor

The private business sector in the slums consists of microbusinesses enganged in manufacturing,
trade, and services which are run by slum residents within the settlements or outside in the vicinity of
the slum areas. In most cases, only the owner and members of his family work in the business, very
seldom are neighbours or friends employed.

Typical for this sector of self - employment in microenterprises is the identity of the operational
profit and the owner's net income, which are usually separated in a formal business, since the operational
profit, besides bearing the costs of other items, is an important source for new investments. The owner
and head of the microbusiness, however, usually considers the operational profit of his business as his
freely disposable income and does not reinvest it. Since in most of the microbusinesses investment capital
is rather low, none or only a very small amounts of depreciation and investment 1o replace outworn
equipment were found. Only 0.9% of the micoentrepreneurs had reinvested into their business within the
last three years.

Eligible for a direct business tax are only 1.2% of the microbusinesses, while none pays any
taxes on wages and value added or receives any government subsidies.

Electricity and water are partly obtained directly from the municipal authorities, and partly from
neighbours who are connected to the public water and electricity networks. Most of the raw materials
and commodities are purchased from small retailers in the city, very seldom from traders inside the slum.
Some migrants bring agrarian commodities, like rice and herbs from their home villages to the city. These
raw materials for food stalls are valued by the prices of the commodities sold on the markets in the
slum neighbourhood. Stock-keeping, which does not exist because of the perishableness of commodities
or is extremely low due to the shortage of cash or space, is here not considered as a substantial category
in the determination of the * GSP .

Due to the fact that the microentreprencurs consider profits (after taxes, if they pay tax) less wages
as their personal income, the microfirms’ savings are always zero. Any amount saved by the
microentrepreneurs is considered as personal savings and recorded here under the category of savings
within his family's household.

= For the private household sector

Unlike several other swudies™ which consider the subsistence production as an important
contribution to income generation in slum households, in the slums researched here only a minority produce
goods for their own daily consumption, i.c. food. For these houscholds a simple production account is

Y EversKorll (1982); Evers (19K1) & (1982)
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established which sets the self-produced output (valued by the local market price for similar goods) against
a calculatory factor income as payment for the production factor’s contribution.

The output of subsistence production discovered in the slums researched here differs from those
determined in other studies. Evers & Korff (1982) estimate a considerably higher amount of urban
subsistence production for “Klong Toey' ., the biggest squatter settlement in Bangkok. Evers & Korff
determined the relative portion of total working hours used for formal and informal employment and
subsistence production by all able-bodied household members. The slum households in *Klong Toey' spent
50% of their total working time with formal employment, 26% with informal work and 24% with
subsistence production, which included washing clothes, cooking, and construction of a new house.™ In
another study conducted in Jakarta, Evers (1981) determined the urban subsistence production from the
difference of the houscholds’ monetary income and expenditures for consumption, which amounted to
an average of 18%." The subsistence production output was valued by local marker prices.

The amount of urban subsistence production found in the slum settlements surveyed in this
study is determined according to the method applied in Evers’ study of slums in Jakarta. The subsistence
production found in the slums in Bangkok consists of food production, collection of half-rotten vegetables
from markets in the neighbourhood, collection of fuel wood, charcoal production, and construction of
shelter and drinking water wells by unpaid labour from household members and friends.”

The houses, walkways, bridges over canals and water wells constructed in subsistence production
are, of course, as important as the daily production of foods for own consumption. But they are here
not considered for the calculation of the “GSP’ as they cannot be quantified and valued in monetary
terms. The slum households researched in this study were not able to separate_the costs of construction
materials and paid labour by hired workers from the contribution of unpaid labour from family members
and friends. In the cases of recently built houses we were informed about the total monetary expenditures
including materials and paid labour. For older houses the owner could not recall the total construction
costs which often had been performed in various steps over long periods, but told us an estimated
actual resale price.

Besides being engaged in their own microbusiness and in subsistence production activities, the
slum residents earn wages in private business companies, the public sector or private households in the
city.

Capital income, like interest eamings, dividends or rents are negligibly small because only a
very few families have a private savings account with a bank. No family owns land or has the means
1o start an informal credit business. A few households receive transfer incomes, like wages from relatives
working in Saudi Arabia or from household members who try 1o eam a living as beggars. Others send
transfers to their home villages to support relatives or to finance investments into their family's farm.

i Evers/ Korfl (1982) 24
L]
9 Evers [ {1981} 23

W Eversi 18811 24 Evers/Morff { 1982) .12 define the construction of shelter, water wells and walkways as urban subsistence production
As the newly constructed houses and water wells serve mainly for satisfving basic needs of all household members they are noi considened
s investments nto the microbusinesses,
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- Far the ‘slum economy' sector

The sector *slum economy’ of the econmic survival area is not congruent with the settlement
area. Apart from the microenterprises located within the settlement. those run by slum residents outside
the slum area also belong to the private business sector."”

The incomes of all self-employed and their paid workers are considered as being generated within
the “slum economy’ sector. regardless of the microfirms® location.

The wages of slum residents employed in business companies and private houscholds outside the
slum and in the public sector., however, are considered as generated outside of the “slum economy’
sector. These incomes from outside are part of the ‘balance of payments’, like the transfer incomes
from Saudi Arabia and from relatives living outside the slum, as well as agricultural raw materials from
the home villages. The related account is here called "outside world”.

"Quiside world” account

Exponts of consumer goods Imports of production imputs
Transfers received Imports of investment goods
Income from employment Imported consumer goods
Raw materials from Transfers paid

home villages Direct taxes

Balance of payments

The "outside world" -account which reflects the external relations of the economic survival area
slum includes also sales or "exports” from the microfirms to consumers outside the slum area, "imports”
of raw materials, intermediate goods, working materials, energy and water for production from private
companies and the public sector, "imports” of investment goods, direct taxes from a few microfirms and
employees, and the "import” of consumer goods.

The following analysis of the economic structure of three slum settlements cannot determine the
"GNP" of the whole economic survival territory (EST), i.e. the slum and home villages of migrants,
but rather only the Gross-Slum-Product (GSP) of the economic survival area slum and its dependence
on external relations to the city and the home villages of migrants.™

The transactions recorded in the “outside world" account are reflected in the following consol-
idated accounts of all microbusinesses and all slum households for production, utilization of income
and change of capital:

Y Nationals - concepr of the GNP - calculation

™ One could calculote the ‘Cross Village Product” for all villages of migrants living in the slum and combine this with the
"Giross. Slum Product” in order 1o gel the "GNP™ of the whole EST. This caleulation would consider exchange between the rural und wrban
survival areas nol as external but rather intemal transactions. The effont 1o collect all relevant empirical data. however. could not be accomplished
wihin the framework of this study.
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Slum production account

Depreciation Consumption
Remuneration for production factors Raw materials from home villages
Imports of production inpuis Profits of microfirms

Exports of consumer goods

Slum income utilization account

Transfers paid Remuneration for production
Consumption factors

Savings Transfers received

Direct taxes Profits of microfirms

Slum capital account

Imports of investment goods Depreciation
Balance of payments Savings

4. The economic cycle in the survival area slum

The circular flow of transactions or the "economic cycle” within the slum, its linkages to other
economic sectors in the city and to the home villages of migrants will be analysed for the following
three slum areas in the metropolis Bangkok:

The slum Trok Tai, which has existed more than 100 years, was once the subject of a research
study conducted between 1968 and 1970 by Rabibhadana.” Of the 105 households which used to stay
in Trok Tai after the area was cleared at the end of the seventies to make way for a shop-house complex,
only the old-established families who had lived here many generations were permitted to stay on, Located
on a very small strip of land, their huts are squeezed in between a water canal and the walls of the
shop - house complex. The owner of this land is the Crown Property Bureau. Today, 49 families with
113 adults, 42 youngsters and 21 children remain in Trok Tai. The average household size is 3.6 persons.
Most of the families earn their living as artisans and pedlars, as they have done for many generations,
Only 18% of the 101 working residents are employed in the formal sector while 82% run their own
informal microbusiness. No subsistence production activities were observed during this survey.,

The squatter settlement Limbueng Makkasann is situated in a swamp area owned by the State
Railways of Thailand (SRT) close to the big railway repair-shop at Makkasann, The old-established
squatters drained the housing plots themselves. Families who settled during the last four to six
years - many of them evicted from other slum areas - have built their houses on stalks above the
swamp. Until a few years ago a bare 100 families lived in this settlement which has existed more than
thirty years. Many of the male adults are employed as workers with the SRT. Today the population of
Limbueng Makkasann consists of 334 families with 837 adulis, 180 youngsters and 324 children. The

¥ Rabibhadana {1977)
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average houschold has 4 members. 47% of the 657 gainfully employed residents work in the formal and
49% in the informal sector. Some 10% are engaged in subsistence production.

The relatively young squatter settlement Chumchon Pattana in the suburb Bangna is located on
a privately owned plot close to an approach road leading to the superhighway. The first squatters settled
here about eight years ago. The families in Chumchon Pattana, like the residents of the other two
settlements, don't pay rent for their plots. They do have, however, a permit signed by the landowner
to stay on provided they prohibit new families from settling down.* The squatters have in return signed
a document promising to leave the area without any resistance in case the owner wanis 1o sell or lease
the site.

In October 1986 when the empirical survey was completed, 43 families lived in Chumchon Pattana.
During a short return visit in August 1988, it was found that the number of squatter households had
tripled to about 130. The newcomers could not be surveyed in detail because of shortage of time.
The economic cycle analysis of Chumchan Pattana therefore reflects the status of the settlement in 1986
prior 1o the influx of some 90 new squatter families. The 43 families, 110 adults, 26 youngsters and
39 children who used 1o live in 1986 in Chumchon Pattana had at the average 4.1 household
members. Out of the 92 persons who worked rather regularly, 59% drew their income from formal and
41% from informal sources; 49% were in addition to their employment engaged in some subsistence
production.

The circular flow of transactions in the three researched slum areas is shown in figures 2,3 and
4. The slum residents’ income generating activities are primarily linked to the demand of private houscholds.
The annual income of microentreprencurs from sales of consumer goods to urban households outside
the slum areas amounted in Limbueng Makkasann to Baht 26, 531, 505 and in Trok Tawi 1o Baht
5,565,220. In both slums these components contribute the highest share of the total annual slum income.
The microfirms’  sales to other slum residents of Baht 1,682,747 in Limbueng Makkasann and Baht
31.280 in Trok Tai are comparatively low.

The wage income from employees in private business companies outside the slums contributed
the second highest share of income in Limbueng Makkasann and Trok Tai with Baht 7.094.400
(see figure 2) and Baht 874,080 (see figure 3)respectively. The public sector employees in Limbueng
Makkasann eamed an annual income of Baht 1452564 while employees in microfirms received
Baht 64.800.

In Chumchon Partana, where many of the rural migrants who have rather recently come to the
Greater Bangkok Metropolitan Area are employed in factories along the Bangna - Trad highway,
the wage incomes camed in private business companies contributed the highest share of Baht
1,367,016 , followed by the microentrepreneurs’ income of Baht 654,288 and wages camed in the
public sector of Baht 166,920 (see figure 4).

al s g : ' :
The squatters have to organize the siopping of new armivals themselves. Since 1987 they have an elected commiitee 1o coordinate

their actions and negotistions with the landowner and government officials. The only newcomers allowed to stay in the seftlement are relatives
of ald-euablished residenis.



Figure 2 :  Circular flow of transactions in Limbueng Makkasann in 1986 (figures in Baht)
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Circular flow of transactions in Trok Tai in 1986 (figures in Baht)
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Figure 4 :  Circular flow of transactions in Chumchon Pattana in 1986 (figures in Baht)
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The microentrepreneurs purchase raw materials, other production inputs and investment
goods mainly from private urban retail shops. The public sector supplies only between 0.3% and
0.7% of the production inputs in form of water and electricity 10 Limbueng Makkasann and Trok Tai.
The squatter settlement Chumchon Parttana is nol connected to any public utilities.

The microfirms in Limbueng Makkasann and Chumchon Pattana in 1986 purchased investment
goods in gross for Baht 60,000 and Baht 2,800 respectively. In Trok Tai, no investments were made
in that year. The depreciation of 10% annually is due to the low value or old, age of the equipment
very modest - Baht 36,960 in Limbueng Makkasann, Baht 968 in Chumchon Pattana, and Baht 160 in
Trok Tai.

Direct taxes, like business tax and motor vehicle tax, are paid by only a few microentreprencurs
in Limbueng Makkasan and Chumchon Pattana (Baht 4,050 and Baht 7,200 per. year). No microfirm pays
furnover tax.

The slum households buy most consumer goods from small private retail shops. In 1986, the
consumer goods purchased outside of the slum settlements amounted to Baht 12.544.015 in Limbueng
Makkasann, Baht 2,284,700 in Trok Tai and Baht 1,409,642 Chumchon Parttana, equivalent to 88%,
99% and 92% of the total monetary expenditures for consumption per year.

The economic exchange relations with the home villages of migrants consist of one way
transactions except for the transfer of raw materials to two microfirms in Limbueng Makkasann, which
amounted to Baht 9,120, The migrants in Limbueng Makkasann and Chumchon Pattana have transfered
Baht 395400 and Baht 35,800 to their home villages which represents 2.4% and 1.6% of the total
slum income generated in 1986.

The extent to which the researched slum areas depend on their environment, the "outside world”,
is measured by contrasting the in-and outflow of consumer goods, services, production factors and transfers
which determine their balance of payments (for details see page62 ). The settlement Chumchon Pattana,
with a negative balance of payments of Baht 13,247 per houschold, depends most on the "outside world”,
followed by Trok Tai with Baht 7,259 per household and Limbueng Makkasann with Baht 4,467,

5. Territory and featrues of the economy of survival

The family household plays a central role in the economy of survival of slum residents in
Thailand. The household members combine various formal and informal income generation activities and
subsistence production in order to secure the income required for the survival of their family. Far
more than half of the slum households combine formal with informal employment to eamn their living.
A regular subsistence production of food like vegetables, eggs, bananas, etc, and charcoal was found
in only 10% of the households. More than 75%. however, had built their houses themselves, relying on
the help of family members and friends. The remaining households had engaged paid construction workers.

Among the working slum residents, 5% have more than one occupation to eam their income,
and 6 % have within the last five years changed employment several times between the formal
and informal sector,

Within the last fifteen years, during which the industrialisation of the Greater Bangkok
Metropolitan Area and some surrounding provinces had accelerated rapidly, formal employmem has
obviously gained more importance for slum residents, Research studies of slums in Bangkok during the
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seventies still found that the vast majority of the slum population was employed in informal enterprises®'.
But many of the younger residents interviewed during this study whose parents earn their living as
microentrepreneurs stated that they preferred to be employed in big factories. Among the reasons mentioned
were regular and fewer working hours, more security. and making friends among co-workers. Big factories
in and around Bangkok, however, prefer in general to employ women who seldom eam more but often
less than the legal minimum wage,

Two thirds of the mostly informal microfirms run by slum residents are headed by women, of
whom 44% are the main income earners in their families, The majority (55%) of incomes earned by
the microentreprencurs are noticeably higher than the legal minimum wage, and the 20% who eam less
also work considerably fewer hours per week than their colleagues.

The supply of goods and services is geared towards basic needs. Almost 74% of the
microfirms sell goods which are produced with raw materials from the primary sector and labour-
intensive technology. The age of the microentrepreneurs and the fact that almost all own the microfirm
they head speaks for the sustainability of the microfirms, The existing entreprencurial skills and
potential for expansion, however, are in many cases constrained by govemment regulations, harassment,
scooped out sales markets, lack of access to loans from the formal banking sector and social obligations
towards their extended families which often cause a considerable outflow of working capital.

The economic survival territory of slum residents has its centre in urban areas outside the
slum seitlements. The economic cycles of the three slum areas researched here in detail clearly show
that metropolitan slum settlements are economically highly intergrated into the urban economic system
and sustain only singular and limited exchange relations with the home villages of rural migrants.

In all three slum settlements, the microfirms contribute substantial parts of the total annual slum
income. But the incomes they generate are for most families not sufficient to guarantee a basic subsistence,
and have therefore to be supplemented by employment of household members in formal private business
firms and the public sector (see table 2). The share of total slum income generated through continuous
subsistence production is, at 0.6% very low. Without subsistence production however, several families
could not secure a sufficient survival income.

The microfirms buy raw materials and investment goods almost exclusively from small retailers
in the city, The slum households purchase food and other consumer goods mainly from markets and small
retail shops outside their settlements. Only up to 35% of the expenditures for consumption are spent at
microfirms which supply their goods within the slum areas. The microfirms run by slum residents find
their main markets and customers outside of the slum settlements and sell barely 30% of their goods
and services to their neighbours within the slums.

Therefore, contrary to some opinions, slum and squatter settlements are by no means autonomous
islands in the urban system which are interwoven with rural settlements through a network of economic
reciprocities and endowed with an independent development potential’. Slum and squatter settiements,
on the contrary, depend to a high extent upon their immediate urban neighbourhood for the sales of
goods and services produced by microentrepreneurs, purchase of production inputs and investment goods
as well as food and other consumer goods,

' Rabibhadana (1977), Sakompan (1971). Yamklinfung (1973)
B Maennling (1984)

¥ Baldeaux (1983) 6
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Table 2: Share of different slum income sources (in percent)

Limbueng Trok Chumechon

Makkasann Tai Pattana
Micoentrepreneurs 45 % 73% 30%
Wages: Private business firms 44 % 27% 62%
Wages: Public sector 9 % - 8%
Wages: Microfirms 0.4% -
Subsistence production 0.6% - -
Transfers from abroad 1% s

Although more than half of the microentrepreneurs and the majority of adult slum residents have
migrated to Bangkok from rural areas, the economic exchange relations between their home villages and
their urban slum residence are scarcely pronounced. With increasing age of the settlement and a growing
number of families that have lived in the slums for many generations, the socioeconomic linkages to
the origin village of migrants lose their intensity, like, for example, in the slum Trok Tai which has
existed more than 100 years and is located in the old centre of Bangkok. Only in cases where several
households in older slum areas let out rooms to seasonal or new rural migrants, some linkages between
older slum areas and rural villages can emerge as, for example, in Limbueng Makasann.

Indeed, slum residents tend, both as microentrepreneurs and as consumers, (0 engage in economic
transactions with small family enterprises and market retailers for which the features of informality
mentioned in the beginning hold true, which are self-employment, no registration and a high level of
risk and insecurity,

Maennling® s presumption, however - that economic transactions between households in rural areas
and urban slum and squatter settlements established through migration, besides being mediated via the
direct exchange of goods and money, would be mainly channeled through informal markets which are
ruled by other but market forces® -cannot be verified for the slum areas researched here. The existing
market mechanism, of course, cannot be equated with the market systems of Westemn industrialised
economies which are controlled by fiscal and monetary policies. It is not an economic system which
is characterised by a differentiated subsystem® equipped with its own decisive logic. The economic
decisions are rather embedded in sociocultural conditions which are determined by Buddhist philosophy
and the system of social values, and dominated by instrumental pressure groups, like patron - client
networks, and the related hierarchy of authority.* The social obligations towards the family and reciprocal
relationships with neighbours and friends likewise influence the economic decisions.

The lack of planning, a high appreciation of quick, visible profits and the widespread tendency
to engage in illegal lotteries and gambling, which involves comparatively high amounts of money, was
found in almost all slumhouseholds and is, according to the microentrepreneurs, motivated by the daily

U Macnnling (1984) 9

Luhmann § 1970)
Igel (1988) 22]-239

45

46



63

insecure supply of basic goods and a latent or acute threat of eviction from their settlements and work
places.

The socioeconomic behaviour of the actors in the economy of survival is determined by the
fundamental principle of reducing the insecurity regarding the supplies of basic goods caused by
fluctuating incomes. But, despite the various strategies of risk minimisation, like the combination of
different income sources and tieing of reciprocal exchange networks beyond the extended family, the
microentrepreneurs respond positively to market signals, like growing demand, rising sales prices, eic.

That there is potential for innovations in the economy of survival has been proved by hundreds
of thousands who changed their profession from tenant or smallholder to microentrepreneur or wage worker.
Yet. most microentrepreneurs’ potential for innovation is restricted to imitating successfully tested
production techniques and sales strategies of their neighbours and friends. The market mechanism, which
functions in principle, is in many areas curbed considerably by dominating cartels, as on the informal
credit market, and mafia-like limits of access to resources and sales markets as well as patronage and
nepotism.
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ANNEX 1

Table u: Income generation Limbueng Makkasann by sector in 1986 (in Baht)

Informal seclor Formal sector

Trade 3,990,732 212,448
Services 1,386,204 2,733,624
Manufacturing 1,706,472 3.075,192
Construction 720,600 6R3.088
Public sector e 1,452 564
Urban farming 405,600 e
Subsistence 87888 e

production
Transfers Q0,000 —
Subtotal 8.396,49 8,156,916
Subsistence 10,848 ees

production
Abroad e 100,000
TOTAL BADT 344 B.256.916

Table b: Income generation Trok Tal by sector in 1986 (in Baht)

Informal sector Formal sector

Trade 3000 g
Services 793,200 T7.040
Manufaciuring 1,791,180 37140
Construction 148,800 i
Subtotal TS Pt
Subsistence o = a—
production
Abroad R i
TOTAL 2,405,180 T —

Table ¢: Income generation in Chumchon Pattana by sector in 1986 (in Baht)

Informal sector Formal secior

Trade 139,680 —_—
Services 159,528 370,944
Manufacturing 275976 945 480
Construction 80,592 e
Public sector - 166,920
Urban farming 49,104 —
Subsistence ik =

production
Transfers 15,192 e
Subtotal 720,072 1,483,344
Subsistence n.a. e

production
Abroad 2 ---—---:m




BANGKOK'S RESTAURANT SECTOR:
GENDER, EMPLOYMENT AND CONSUMPTION

Giséle Yasmeen#®

The Bangkok Metropolitan Region is a mega-city with a current population of over 9 million
inhabitants (Isarankura 1992, 3). Every one of those human beings must eat nutritional food at fairly
regular intervals in order to remain healthy and productive, Foodstuffs are being transported into the city
at all hours of the day and night to supply markets, households, vendors, and restaurants - institutions
which feed Bangkokians on a daily basis',

Visitors to Bangkok immediately notice that entrepreneurs in the food sector are working at
almost all hours of the day and night processing food to make it fit for human consumption. These
activities take place in many different places in the city, on it's remaining canals, on it's sois, streets
and highways, in its mega-shopping malls, in it's glittering new office buildings, and in a growing number
of indoor air-conditioned restaruants of various sizes.

Another aspect of the city which strikes the newcomer is the presence of women working
everywhere at all hours of the day and night: on construction sites, in offices, as shop-keepers and perhaps
most noticeably as entrepreneurs and workers in Bangkok's food system. It is this 'foodscape’ which |
find so fascinating because of the particular interweaving of eating establishments, gender and complex
patterns of urban development®,

1. GENDER, FOOD AND PLACE

For several centuries, visitors to Southeast Asia have commented on the fact that local food
merchandising is an overwhelmingly female occupation. In the case of Thailand, 71% of fresh food
market operators and approximately 82% of cooked food vendors are women (Amin 1991,23) It is
said that Thai woman are even more active in remunerated employment (often self-employment) than
women in other parts of Southeast Asia (Yoddumnemn-Attig er. al. 1992, 82). Southeast Asia in general
is a region which has been characterised as one with high levels of female participation in remunerated
employment along with West Africa and the Caribbean.

"o See Korl (1989, 35700 for a discussion of the food market.

Other outhors have 10 a certain extent used a similor appoach by showing the intcgration between food and olher socio-
economiz processes in Bangkok, Korfl (1989, 61-700 in Bangkok and Modernity, mcluded a shori piece on the relationship between
small-scale food rading in Khlong Toey and the rest of the city. Van Esterik recemly published o piece on “Thai cuising in Transition”
and discusses the evolution of Thai foodways within the framework of the changing face of Bangkok. the growth of tourism, and the promotion
of a matonal cullure by the Thai state. Te my knowledge. however. no one has paid exclusive attention to the fstitution. of restaurant in
all its diversity as it hos presented isell in Bangkok. More specifically, as of yel. no one hos tried 1o explain the impect of public eating
estublishments on gendered  employment and consumprion patterns in relation 10 change in the built environment. This then is the general
inspiration behind my work

" AL n deeper fevel, the case of Southeast Asia i particulary mtersting due 1o the mualistic and spintual association between
"women, carth and rice” (Keyes 1987, 123 for Tai speaking peoples, the Khmer and Burmese
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This paper is part of a more ambilious project to depict and analyse Bangkok's 'foodscape’ -
specifically the types of restaurants which are emerging following rapid socio economic transformation.
This term refers to my attempt to develop and apply a new approach to the study of places in general
and the city in particular. This approach privileges restaurants as a lens for understanding social, economic
and cultural phenomena in relation to the creation of human habitats.

The specific goals of this paper, however, are to: first, discuss some conceptual and
methodological difficulties related to the study of restaurants and cooked-food vending vis-a-vis gender;
second, to paint a brief historical and statistical portrait of restaurants in Bangkok and finally, to begin
to explain the factors which condition the supply and the demand for prepared food.

2. RESTAURANTS AND OTHER EATING ESTABLISHMENTS

2.1 What is a restaurant ?

How to define the meaning of 'restaurant’ is a task which seems simple at first, but with some
reflection, poses difficulties. Some of these problems are no doubt rooted in the limitation of the languages
we use 1o describe eating establishments and the word 'restaurant’ conjures up different images depending
on one's cultural upbringing and personal experience®. As a student of the Thai language, | have noticed
the diversity of apellations used to refer to eating establishments: for example, partakarn an eloquent
expression which is often used to refer to grand, expensive eating places (but not always) as opposed
to the more colloquial raan aahaan. literally 'food shop’, which can be used to describe the gamut of
commercial eating establishments ranging from small businesses selling kuayvtiaw or khawpad or khawgaeng
to include air-conditioned restaurants which are beyond the budget of most Thais. For this reason, one
of my ongoing bul far from finished projects is to develop a typology of prepared-food eating
establishments-both mobile and sedentary - by referring to their appellation in Thai.

2.2 The skill debate

The language we use to describe the places and institutions under study is of prime importance.
By not paying attention to terminology, foreign researchers have sometimes overlooked the diversity of
institutions in the food sector and relegated them to the so-called 'informal' sector and have categorically
stated that the person's working in these places are 'unskilled'. For example, one author when referring
to the activities of women in Khlong Toey slum stated the following:

The findings of the survey have shown that half of the women in Klong Toey were not economically active.
They were housewives staying home. The remaining half of the women were doing piecemeal work, or were wnskilled
labowrers engaged in activities such as stall operation, street hawking, vending, and smoll-scale rrading which was
the most important aspect of slum life in Bangkok. (Shahand, Tekie and Weber 1986, 16. my italics)®

. The Word ‘restaurant’ in English. for example. is a French loan and it is therefore nol surprising thal to utter such a word
recalls @ somewhsl grand and expensive eating establishment as opposed 0 the expression 'diner’ or “coffee shogpy'.

*, For example a teniative (ypology would begin with the ambolam peddiars, or habh rae (Pimonsathean 1989, 11y, who carry their
gowxds on their shoulder using a mai khan (pole) from which two krachod (baskets) are suspended (Durongde). Chaiwatl and Weber 1986, 126).
On a slightly larger scale, stalls or poeng loy (Pimonsathean 1989, 11) remain in one spot for a certain part of the day before the vendor pushes
the can home. The terms ragan oaohaan and partakarn seem somewhat problematic for the moment because they can refer o o great range
of places such as a simple bhaaw gaeng (curry and rice shop) or a western (ast-food franchise. A distinction must be made between restirnts
which have arr-conditioning ond those that do pot. Distincrions also have 10 be made between ‘everyday’ eating places as opposed 10 special
occasion festive restauranis,

", This stiatement ix repeated again in the conclusions on page 61, "Most of the women in both slums lacked the necessary education
and vocanon rmning. thus limiting their eaming capacity 1o contribute 1o the family income. For this reason. women were either economically
inoctive or engaged in activities such (us) unskilled labour, piecemenl work or various services”
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This begs the question of what it means to be ‘skilled’. Does it refer only to those tasks that
one has learned to perform in a formal educational institution and for which one has earned a degree
or certificate 7 A woman who sells her curries or cooks made-to-order meals in small street-front restaurant
would be referred to as a ‘chef (or at least a short-order cook) instead of a mae kaa if she did the
same work In a large air-conditioned restaurant and held a diploma from a cooking school. In other words,
for my purposes. a ‘restaurant’ is any establishment in which one can purchase a meal for consumption
on the premises-this resembles the definition used by CUSRI-ORSTOM for their study entitled Small
Scale Industries and Institutional Framework in Thailand.

2.3 Micro-entrepreneurs, mae kaa and restaurateurs

The study of entreprencurship, and especially the small-scale variety, is clearly on the academic
and policy planning agenda. Researchers are beginning to valonize those who operate small enterprises
rather than refer to them as 'unskilled’. The term 'micro-entreprencur’ has emerged as a term to describe
these people and their business activities and a number of studies of the street food sector have been
produced from this perspective, including a piece published by CUSRI on ‘traditional fast-food'
establishments in Chonburi (Sirisambhand and Szanton 1986).

What exactly do we mean when we use the term ‘entrepreneur’ ? Are we referring to someone
who sees opportunites in the market and organizes the factors of production for profit? To what extem
is it important to pay altention to issues of control of an enterprise? What exactly de we mean by micro-
entrepreneur as opposed to a medium-scale or macro-entrepreneur? Many of the criteria used to define
such terms are arbitrary or culturally specific.

Another issue of importance is to see how these micro-entrepreneurs refer to themselves. How
many people who own and operate establishments in the restaurant sector in Bangkok refer to themselves
as ‘entrepreneurs’”? Many women at the micro-scale would use the term mae kaa (woman vendor) to refer
to their activities. This is significant as it points 1o perceptions of upward-mobility and the extent to
which micro-entrepreneurs see themselves as skilled p[rofessionals - or restaurateurs - as opposed to vendors
who are trying 1o survive. To strike a balance, researchers and policy makers should be valorizing the
activities of those referred to as micro-entrepreneurs without romanticizing their ingenuity and capacities
which are often the result of stark economic realities. Neither should we be neglecting the relationship
between small-scale enterprises and their larger-scale counterparts. To study the institutions of the wealthy
and powerful members of society, for example the restaurants in which they alone can afford to eat,
15 long overdue. The next section will attempt to begion to address this question.

3. RESTAURANTS AND GENDERED EMPLOYMENT: THE CASE OF BANGKOK
3.1 Historical emergence of restaurants

Several authors have noted that Bangkok's foodscape’ has changed tremendously over the last
20 wears or so. Small restaurants, stalls. pushcarts and ambulant food vendors have been on the urban
scene for many years but have proliferated to all parts of the city in great number. Grander eating
establishments were few and far between in the 19505 and 60s. To guote Van Esterik:

Until about forty years ago, the choice of restaurants in Bangkok included a few luxurious
Chinese restaurants and three hotel restaurants serving Western foods. the Oniental, Trocadero and
Europa. Thai food was available only around edges of open markets, Small restaurants selling
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some Chinese dishes and some western dishes were known by the term ‘cookshop’ (written in
Thai Script) (Xoomsai n.d.: 161). After World War 11, two kinds of small shops appeared, opening
operating side by side, the Chinese noodle shop and the Thai curry shop also selling kanom chin
(a rice noodle). (Van Esterik 1992, 182)

The author goes on to note the proliferation of 'standard restaurants’ serving traditional Thai food
-both in the village and the royal styles-in the last ten years. Keyes commented that 20 years ago, a
food shop', by definition, was Chinese owned and operated and generally served Chinese food. There
1s some evidence to suggest that the ‘food-shop' is actually a Chinese concept. Bangkok has grown to
become much more Thai character in the last few decades and has lost much of its former Chinese 'flavour’
(Keyes 1987, 172). This transition is represented in Bangkok's foodscape which now has countless Thai
restaurants of various types. The cities cosmopolitan character is also represented by its large number
eating establishments which represent other cultural traditions.’

3.2 Statistical profile of restaruants

The latest labour force survey produced by the Ministry of Labour in 1990 indicated that there
were 16,895 “restaurants, cafés and other eating and drinking places” in the whole kingdom and that
7,128 or 42% of these were located in Bangkok Metropolis and the five surrounding provinces (see
Table 1)." The reasons behind and consequences of classifying bars and restaurants together for statistical
purposes shall be explained later. For the sake of brevity, I will refer to this category simply as
restaruants’ for the remainder of the paper. Of further note, these figures do not refer to ambulant food
vendors, pushcarts or itinerant stalls.

TABLE 1
Number of eating and drinking establishments according to location and number of employees
Whole Kingdom| Bangkok Metropolis| 5 Provinces around BKK
16 895 6 524 604 Total#
11 BO8 4 387 393 I-4 emp
2 648 930 115 59 emp
1 417 625 53 10-19
815 426 35 20-49
150 111 6 50-99
53 41 2 100 - 299
B 4 0 300 - 499

Minisiry of Inierior, Department of Labour Labowr force survey 1990,

" According 1o the Bangkok Restauront Guide, "The growing influx of tourists, expanding community of ex-patriatés and the general
cconomic boom have caused an explosion in the number und variety of restourants (Bangkok Restourant Guide 1988, backpicce ). Other factors.
av i later part of this paper will anempt o demonstrate, are no doub : responsible for the influs of cating establishments,

* Al establishments were enumerated, ‘establishment’ being defined as “an economic unil which is a running business in a specific
arca. under the contral of an owner o 4 juristic person on 31 January, 1990, Code number 631 used to refer to eating and drinking establishments
“includes establishment primarily engaged in selling prepured foods or drinks for immediate consumption such as night clubs, restuurants, bars,
coffee shops etc. "The survey did not include mobile restaurants or stalls or any other kinds of vendors businesses without specific locations
except the stalls in depantment stores which are identified specifically.
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A further analysis of the data shows that 82% of the large restaurants which have 20 employees
or more are located in the Bangkok Metropolitan Region (which includes the five surrounding provinces).
The 'mega-restaurant’ phenomenon - those having 100 employees or more - is clearly the exclusive domain
of Bangkok which is the home of the world's largest restaurant (Tom Nuk Thai),

A disaggregation of the number of restaurant employees by sex (Table 2) shows the predominance
of women in this sector. Women comprised 61% of all restaurant employees in Bangkok Metropolis.
In establishments with one to four employees, the percentages of females was 83%. Restaurants with
3 employees or more all have significantly lower percentages of female employees ranging from 51 1o
64 percent.

TABLE 2
Number of employees in eating/drinking establishments by sex and size of establishment

Bangkok Metropolis

Female employees Male employees

Total # of estab. 30 321 (61%) 19 239
1-4 employees T 319 (83%) 1 542
5-9 employees 3 858 (64%) 2 131
10-19 employees 4 741 (57%) 3 552
20-49 employees 7 016 (58%) 5 159
50-99 employees 3 676 (52%) 3 353
100-299 employees 2 975 (51%) 2 916
300-499 employees 736 (56%) 586

Ministry of Interior. Department of Labour. Labowr force survey [990.

The micro-food enterprise with one to four employees is therefore clearly the dominion of women
entrepreneurs. How can we begin to analyse the above gender division of labour in the restaurant sector
of Bangkok? The final section of this paper will anempt a tentative explanation.

4. CONSUMPTION PATTERNS: THE PURCHASE OF PREPARED FOOD

Statistical date on household expenditure patterns for 1990 collected by the National Statistical
Office indicate that Thais spent 38.4% of their monthly household income on food, beverages and tobacco
(Table 3). Food expenditures therefore formed the largest part of monthly budgets and exceeded that
which was spent on housing, transportation, clothing and medicine.
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TABLE 3
Percentage distribution of monthly household expenditures
by expenditure group
Whole Kingdom

Food, beverages and tobacco I8.4% (2,120B)
Housing & household appl. 23.8% (1,315B)
Transportation & communic. 13.3% (733B)
Apparel and footwear 6.1% (328B)
Medical and personal care 5.5% (303B)
Other 4.6% (255B)
*“*Non-consumption expenses 8.3% (457B)

NSO, Office of the Prime Minister. Preliminary Report of the 199 Household Socie-Economic Survey.

In terms of purchase of already-prepared food, Thais spent an average of 473 baht per month
which represented 24% of all food expenditures (Table 4). Of this category, 300 baht per month or 15.2%
of all money spent on food, was consumed away from home as opposed to being ‘take-out’. Thailand
has a well-developed system of 'take-away' prepared food as clearly depicited in the report on traditional
fast-foods in Chonburi prepared by Sirisambhand and Szanton (1986).

TABLE 4
Average monthly expenditrues per household by type of food consumed
Type of food consumed Whole Kingdom Greater BKK
Food prepared at home 1,494B (76%) 1,616B (52.3%)
Prepared food taken home 173B (8.8%) 4578 (14.8%)
Food eaten away from home' 300B (15.2%) 1,014B (32.9%)

NSO Office of the Prime Minister Preliminary Report of the 1990 Household Socio-Economic Survey.
', Excludes alcoholic drinks away from home.

Bangkokians spent an average of 1,471 baht per month on food prepared away from home which
represents 48% - almost half - of total monthly food expenditures. Of this, 1,014 baht - or 32.9% - was
caten away from home. In other words, true to observation, Bangkokians spent a great deal of time and
money in restaurants,

5. ANALYSIS AND CONCLUSIONS

The final part of this paper will be devoted to trying to understand and explain the statistical
portrait depicted in the preceding two sections. First, | will attempt a tentative explanation of the possible
reasons behind the gender organization of labour in Bangkok's restaurants. For this, 1 have drawn on some
useful theoretical and empincal literature on labour market segmentation and food producers as
well as drawing on personal observations in Bangkok. Secondly, the habit of frequenting restaurants of
various types in Bangkok will be concentrated upon. Some of the current trends which are emerging
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will be discussed in relation to the statistical data presented above. Finally, general preliminary conclusions
will be drawn on the relationship between production and consumption of prepared food in Bangkok
on the one hand, and socio-economic transformation on the other,

5.1 The Prepared Food Producers

In terms of gender and employment as we have already established, women form 82% of the
employees in the smallest restaurants: those with one to four employees. Given the results of the recent
CUSRI-ORSTOM siudy and through observation it is reasonable 1o assume that a large number of these
micro - enterprises are forms of self - employment for women and that many do not have hired employees.
It is also reasonable to assume that many are household business in which family labour is significant.
Husbands and sons working alongside their wives and daughters in family - owned restaurants probably
account for the small percentage of male workers.

How can we explain the overwhelming pre-dominance of women in this particular type of
enterprise 7 Or perhaps we should be posing the question the other way around? Why are men
overwhelmingly absent from the smallest restaurants whereas they form nearly half of the workforce in
the larger establishments? The existing literature leaves us with some clues.

Small restaurants can begin to be viewed as extensions of the domestic economy in which women
are traditionally responsible for food preparation and other types of work. The fact that smaller ecating
establishments are often located adjacent to the restaurant owner's home - as is the case with shophouse
restaurants - enables women to perform a combination of domestic duties (such as rearing children) while
earning income at the same time. The low - participation of men in this type of work may be explained
by the fact that men in the household are engaged in other types of employment. This was the case
with the spouses of married women street vendors in Chonburi who's husband often held higher paying
jobs (Szanton and Sirisambhand (1986, 23). Through personal observation, | have encountered instances
of single women (never married, widowed or divorced) owning and operating restaurants - often with the
co-operation of female friends and relatives. As far as | Know there is a lack of information on this
phenomenon.”

The above explanations view the 'micro or mini-restaurateur’ as an agent with complete freedom
of action which is an unrealistic scenarion. Owners of small enterprises are also caught within a certain
socio-economic and cultural system which conditions the decisions they make and con often thwart their
mobility. Labour market theorists have suggested that disadvantaged members of society are ghettoized
into small-scale entrepreneurialism essentially because avenues to upward mobility are blocked by legal.
social, educational and other barriers. These members of the so-called 'secondary labour market” produce
goods and services cheaply, thereby facilitating the continuation of a capitalist system which is dependent
on cheap labour." An extension of this type of analysis has been labeled as the 'female marginalisation
thesis’ which stipulates that, following the development of industrial capitalism, women have a tendency
to be relegated to lower-paying insecure jobs.

Y Since the statistical data presented here does not identify the sex of the establishment owner i s difficull to ascentain. whether
there are cases of small restaurants owned by men b staffed by women. 01 is cerminly reasonable (0 assume that this is o possibility

Peck. Jamic A "Lobour Murket Segmentation Theory.” Lobour & fadistry, Vol 20 Moo 1oppe 119014, Morch 1989, [119-144,
pp. 122-23, See also Jamieson, Notalie and Michael Webber 199]. “Flexibility and Part Time Emplovment in Retmling.” Labour & fodiisery
4 410 pp. 55-T0. especially pp. 37-9,
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It is difficult to ascertain the relevance of the above perspectives in relation to women's
employement in small restaurants. First, 1s employment in a small restaurant necessarily a low-paying
insecure job? The study of smaller-scale streel vendors in Chonburi demonstrated that many of these
micro-entrepreneurs were involved in such trade because of the profitability of the enterprise as well as
the desire for independence. Owners of small restaurants, especially those who already own the premises,
can be in a very favourable financial position. As [ar as their employees are concerned, the CUSRI-
ORSTOM study showed that, although wages tend to be very low, small restaurant owners customarily
provide meals and accomodation to their employees and are willing to pay medical expenses.

The issue of upward-mobility is also debatable. Certainly there are barriers inhibiting small-scale
entrepreneurs from joining the ranks of established, larger restaurants although stories of 'noodle-vendor
cum wealthy restaurateur’ are not unheard of in Bangkok. Tinker, as coordinator of an international research
project on street-food sellers indicated that many women entrepreneurs prefer to invest profits in the
education and development of their children rather than in the expansion of their businesses (Tinker 1990,
47). Rather than be driven by the profit motive, these women are interested in developing human capital.
The same trend was remarked on by the authors of the Chonburi study. This may also be the case for
the women who own and manage mini-restaurants.

The gender composition of employees in larger eating/drinking establishments is potentially
addressed by the above concerns as well. Feminist authors have demonstrated that as enterprises grow
in size, men frequently 'take over' (Bhan 1987 and de Treville 1987 as cited by Tinker 1990, 47). Given
the present lack of data, it is dilfficult to evaluate this statement For the Bangkok restaurant sector, Larger
restaurants and drinking establishments definitely do. however, have a division of labour which is much
more complex than in a food-shop with less than five employees. A woman working in a restaurant or
bar as a hostess, dishwasher or even waitress is comparatively ‘deskilled’ (to use Braverman's expression)
compared to her counterpart in a small shop who is at once responsible for financial management, cooking.
relating to clients and so on. The issue of skill develpment or maintenance, control and position within
the enterprise is therefore of crucial importance, especially for large restaurants.

5.2 Restaurant consumers

There are a number of factors which can be used to explain the proliferation of restaurants of
all types in Bangkok over the last twenty to thirty years. One of the first reasons is no doubt the
exponential levels of economic growth experienced in the metropolis which has led to the emergence
of a consumer class with disposable income (Table 5). Bangkok is clearly the home of this emerging
middle-class and also the dwelling place of the country's business élite. However, until a detailed study
of spending habits is conducted in relation to restaurant habits it will be difficult 10 draw concrete
conclusions on the importance of this factor."

" Another important issue here is the nawre of houschold budpets and the use of credit. To what extent are Banghokions living
heyond their means by frequenting larger, more expensive restaurants 7
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TABLE 5
Per capital average monthy income and expenditures
Bangkok 1990
| Region Income Expenditures
Whole Kingdom 1,371 1,347
Greater Bangkok 3,066 2.807

NSO Office of the Prime Minister. Profiminary Report of the 199 Howselidd SoatoeEcovionite: Sirvey p 29

A related factor is the changing demographic structure of the city which is the home to single-
person houscholds. people who choose not to marry and couples without children who presumably have
more income fo spare for restaurant expenses and less ties 1o the domestic context. Table 6 indicates
the distribution of household types in Greater Bangkok compared to the whole kingdom. Still, however,
houscholds composed of a ‘head and spouse present’ accounted for 63% of Greater Bangkok households,
The extent to which these more traditional household types frequent restaurants has yet o be determined
as nearly 36% of houschold contain at least 1wo income receivers (NSO 1990, Annex p. 10).

TABLE 6
Percentage distribution of household types
according to average number of members

Region 1 person Zp 35p f+p
Whole Kingdom 6.4 11.9 62.1 19.6
Greater BKK 14.5 15.8 50.7 17.0

NSO Office of the Prime Minister. Pevlimiary report of the (990 Houscholid Sovio-Economic Survey

Another factor, one to do with architecture, is of crucial impact in the Bangkok context. Many
small apartments and rooms do not contain cooking facilities. Single professionals, students, workers and
others live alone in such accomodations or share with friends or family members. This makes cooking
at home very dilficult beyond having a rice-cooker or hot-plate.”” The availability and proximity of food-
vendors and small-inexpensive restaurants also makes cooking unnecessary. Table 7 illustrates the types
of dewlllings which predominate in the Bangkok housing stock.

TABLE 7
Type of dwelling (% of housing stock)
Greater Bangkok

Detached House 44.0%
Room or rooms 23.4%
Row house 20,0 %
All other types 12.6%

2 In fact. as repored by Yap and Rabman (19921, housing for women factory workers in Pathum Thani profibits residdents. from

cooking in rooms. A cafetenia is prwided for workers,
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Rooms account for 20% of total housing stock in the city; forming the second most important
dwelling type after the detached house. When surveying the type of fuel used for cooking, the NSO
found that 17.6 percent of Bangkok households did not do any cooking at all in their homes. Another
related issue is that those who do have cooking facilitics in their dwellings may not make regular use
of these and consume already prepared food in restaruants or from food-vendors."

A final explanation is certainly one that considers the pleasure-secking or hedonistic orientation
of Bangkokians (Keyes 1987, 170). Food is a central element of Thai social life and culture and those
who can afford to eat in restaurants (or at least think they can) do not seem to hesitate to do so on
a very regular basis.' These are plenty of examples of restaurants as examples of recreation places. This
landscape of festive (as opposed 1o quotidian) eating and drinking establishments is composed of fast-
food 'hangouts' for wealthy teenagers, restaurants and bars frequented almost exclusively by men and
staffed by young women 'hostesses’ and entertainers, and a new breed of small, health-conscious eateries
some of which are owned and operated by formally educated woman entrepreneurs."

5.3 Future trends and conclusion

In the Bangkok context, there is definitely an argument to be made about small food-shops providing
inexpensive meals to a low-paid urban workforce. Women micro or mini-entrepreneurs seem o occupy
an ambiguous position is this food system. On the one hand, they are employed in an activity that women
in other parts of the world perform unpaid. Also, women in lower income-groups seem lo be ‘contracting
out’ services - one of them being meal preparation - in order to liberate them for remunerated employment.
Shopping and cooking, especially for multiple-ingredient and labour-intensive Thai cuisine, is not worth
the time and cffort for many working women (and men).

Frequenting inexpensive restaurants, however, is also the habit of office-workers and middle-class
Bangkokians, especially at lunchtime. This allows wealthier urbanites to purchase other goods and services.
There is no doubt that Bangkok is becoming a city of perpetual shoppers. In addition, all of Bangkok's
large shopping centers are replete with relatively inexpensive food courts composed of small independent
food-shops regulated by the shopping center's administration.

The category of expensive restaurants deserves further scrutiny. Frequenting restaurants has become
a recreational past-time for many Bangkokians and there is an entire world of eating establishments in
Bangkok which is unknown to most residents of the city. There is a large socio-economic gap between
those who can afford 1o eat in air-conditioned restauramis and those who cannot, for example, A few
explanations for the development of restaurants as commodities in an of themselves can be made.

"' Some researchers have expresssed surprise al the fuct that many peorer Bangkok residems do not have cooking facilities. Shahund.
Tekie ant! Weber (1986) seemed confused about Klong Toey resident's lack of concemn aboul not having a kitchen (p, 36i

" There is no doubt, from the perspective of both the resident and the visitor, that Bangkok's eating estublishments are ubiguitous
and heavily frequented. Thai people eat constantly’, is a well-known saying and one that. in Bangkok. has imporiant cconomic ramifications
in addition w the constantly repeated Lin Lhao feew rue vapg (see Mont Redmond. “Greetings: The rice way of saying hello” {The Natian.
December 6 1992, B2L

" The example of the tiny Prik Yuuk restarran (The Nation, December 6 1992, p. B6) is described as almost a one-woman gourmet
Thar food extablishment where the owner, a commerce graduate, operatessthe establishment from her home and has health and freshness of
her food as a priority
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In the last few decades, the merits of Thai cuisine - all well deserved - have been promoted,
aestheticized and perhaps even fetishized. First, there has been an explosion of Thai restaurants in Bangkok
and Thais themselves are re-discovering their cuisine-especially unfamiliar regional traditions and dishes
which were once limited to the aristocracy. These new restaurants sometimes have an interesting sexual
division of labour with women behind the scenes working as cooks and chefs and men working as waiters."
More information needs to be collected on these eating/drinking places which are contributing to the
perpetuation and construction of a Bangkok middle-class lifestyle and identity in addition to being
enterprises of economic importance.

Traditional food-shop fare and street-foods are being served in larger cating establishments such
as fast-food chains (S & P, Noodle Garden etc.) and are being promoted by restaurants and hotels which
organize 'street-food' festivals on their expensive, privately owned (an often indoor, air-conditioned)
premises.'” These appropriation of working-class foodways by the wealthy are no doubt facilitated by
some Bangkokian's and tourist's fear of food poisoning, inability to speak Thai, and the city's deteriorating
outdoor environment (pollution, lead poisoning in food, noise etc.) To what extent are the livelihoods
of traditional providors of such foods threatened by these developments ?

This paper has introduced the restaurant as an institution worth serious study. It has also illustrated
that there is a direct relationship between socio-economic transformation in Bangkok following
industrialisation and rapid economic growth on the one hand, and transformation of a population’s eating
habits on the other. Women micro-entreprencurs dominate the sale of prepared-food as street vendors
and small-restaurant owners but Bangkokians who have the spending power are increasingly patronizing
more expensive exclusive eating and drinking establishments It remains to be seen, following further
research, what form Bangkok's foodscape will take in the future.

" This is the case at both branches of Thanying, where all the cooks are women and all the waiters are men, This was mted one
of the best restaurants in Bangkok snd, indeed, in the world (Bangkok Post, December 8 1992, “Haliday Time" insent p.3),

" For example, the ‘Stable Lodge’ hotel on Sukhumvit Soi 8 {owned by a Scandinavian man) holds a traditional Thai .'ilr:f.l-fuc!d
buffet every Saturday evening “but with The Stable's special flair™ (Bangkok Post, n.d.) The Maring Coffee Lounge, located n The Mmdnm
hotel recently advertised its addition of “Authentic Thai coffee prepared from our coffee can s your waich... To furiher this experience. iry
Thai custard on a steamed roll. “(Bangkok Posi, November 11 1992, p. 1)
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Relevance of the "Informal Sector" in Thailand

Dr. Xavier Oudin®

During a period of rapid growth in Thailand, small scale activities have kept developing, especially
in urban areas, These activities are often described as disguised unemployment because of the low
productivity of labour and their role as "sponge” of the labour market. This means that many people
who should be unemployed find low productive activities which provide them "survival” eaming. They
are thus almagamated with poverty and with low standing areas. These different approaches of the informal
sector in Thailand have created confusion and this may not enlighten Government to set up policies for
different sub groups.

The purpose of this paper is to evaluate the validity of the informal sector as a useful tool in
Thailand. We shall first consider the problem of the definition of the informal sector in general, then
consider it from the angle of the labour market and of the institutional background which are the two
main streams of thought on the informal sector in international literature.

Defining the "Informal Sector"

5

Somehow neglected in the seventies, the "informal sector” in Thailand has been given considerable
attention in the eighties, However, even if many studies and articles.have been published on this subject,
there is not much clarity on this concepl.

The problem of the definition of the "informal sector” is still unsolved in the international
literature, The ILO has recently adopted a statistical definition in order to facilitate international comparisons
and to link different kinds of approaches (employment, income...) with the conceptual framework of the
System of National Accounts (SNA). This definition is an extensive one, and can be reduced according
to the situation of the user. It encompasses economic units in the non-agricultural sector that are not
corporate enterprises (the “household sector” of the SNA). Practically, this definition includes all individual
enterprises and all economic activities of ordinary households or individuals, except farming and related
activities (fishing, hunting....). provided these activities are run in order to yield an income and provide
employment as defined by the ILO'. In Thailand, all small individually owned enterprises, home-workers,
street vendors, hawkers, artisans, etc., are thus to be included in the informal sector.

* Researcher, French Scientific Research Instilute for Development in Cooperation (ORSTOM). presently affiliated w the
CUSRL

' In fact thiv definition leaves much liberty 0 the users to set up different limits of siee or economic sectors, excluding for mstance

echnicinns and professional.
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It should be noticed that this definition uses the "enterprise” as unit, even if most of the enterprises
consist of one person only. This means that a household in itself, whose members might be engaged
in different sectors. cannot be said to be formal or informal. Workers who are illegally hired in a company
cannot be said to be in the informal sector. because the company is in the modem sector. So. in this
definition, the informal sector does not encompass many illegal practices.

The informal sector as defined by the ILO is only a statistical category. Although this definition
was proposed after a wide review of the literature, it does not bring more consistency to the "informal
sector” as a concept. It is the same as the category of workers in manufacturing industries of the Labour
Force Survey as compared with the proletariat as a social class,

The question has not raised strong debates in Thailand, since most studies have been made on
an empirical basis. At the time of a survey, the scope of the survey must be precisely defined with criteria
edsy 1o use or o measure, For instance, characteristics such as turnover, value of assels or productivity
{in enterprise), income or level of education (in households) are not satisfactory to select the unit of
survey, since the information is usually a result of the survey, and is not known before. That is why
the definition of the "informal sector” in surveys is made from visible criteria, such as the Kind of housing
(for households) or the number of employees (for enterprises). In some of the surveys made from
representative samples, the scopes were as presented below:

These few examples show that there 15 no consistency in the definition of the informal sector
in Thailand. even in the unit to which this idea should apply: individual people, households, enterprises?
The purpose of most studies in Thailand is to define a target group for the Government in order to fight
poverty. The easiest way to find poor people is 10 go to low living standard areas, especially slums,
and to select among slum dwellers a sub population made up of self employed, poor people eic.

Scope of Surveys on the Informal Sector in Several Studies in Thailand

Survey Date of Place Pop No,
survey surveyed cases

NIDAY 1981 Bangkok Households in slums 1851
NESDB. ILO-Arep 1986 Bangkok Self-employed in 2 sub districts 235
TDRI" 1990 Bangkok Heads of households e: in
+ 4 1owns in small activities w: 153

Dept. of Labour, ILO¥ 1990 Bangkok Enterprises with less e: 275
than 10 workers  w: 1753

CUSRI-ORSTOM 199] Urban Head of individually owned enterp. 735

a: The sample is made of houscholds in selected slum areas. The houscholds must have at least one person working in the informal
sector (self-employed. casual workers, workers in umits with less than 10 persons or earming bess than minimum legal wagel,

b: From a samiple of houscholds, heads of houscholds engaged in activitics either as sell-emploved or worker. provided that the activity
does not employ more than 10 people. Bangkok's weight is 70% of the starting sample. 80 of households were drawn in slum areas

€: Sample of 300 emerprises in six activities. divided into two sub samples: one for enterprises with 0 10 4 workers (131 enses).
one with entérprises with 5 to 20 workers (169 cases).
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However, a1 a macroeconomic level, the scope secems 1o be different. The NESDB for instance
estimates (from the Labour Force Survey) that the informal sector accounts for 86% of the total Labour
Force in 1988, and 63% in non agricultural activities'. These figures include in fact all the non wage-
workers, i.c., self employed and family labour, together with people working in enterprises with less than
10 people. However, most detailed studies focus on the slum population of urban areas, and especially
on the self employed in these areas. In Bangkok, the slums count for 16.1% of the population®. Within
the slums, there are wage workers of the modern sectors, civil servants and also people engaged in informal
activities. All together, these criteria restrict the focus of the study to a very specific and tiny part of
the population. In no case are the problems and needs of these self employed of the urban slums are
representative of the problems and needs of 86% of the population that include farmers in the North
East, fishermen in the South, shop owners in Siam Square among many others.

The use of “informal sector” in Thailand seems to be more confusing than enlightening. It should
be much more simple to speak about the poor when one studies the poor. about the small enterprises
when one studies the small enterprises, about the slum dwellers when one studies slum dwellers, etc.
Above all, it would probably make it easier for the Government to set up appropriate policies for these
different target groups.

The international literature on the informal sector can be roughly reduced to two main streams:
one that favours an approach through the labour market, and one that insists on the institutional aspects.
The first approach is that of the ILO since the beginning of research and policies on the informal sector.
The second one was popularized by Hemando de Soto in "The Other Path”, and was given considerable
attention by the American Government and international institutions influenced by this Government (the
World Bank for instance), We shall consider now how relevant and useful the informal sector concept
can be in the case of Thailand in both approaches.

Supply of Labour and Unemployment

Theoretical background

In s famous Kenya study, the International Labour Office [1972] refers to the characteristics
of the labour market in order to introduce the concept of the informal sector. The family labour, the
lack of training and education of the people engaged in these activities, or the non compliance with the
labour laws are some of the characteristics used to describe the informal sector. It then crosses the unlimited
supply of labour theory which was one of the main stream of theories of economic development. This
theory explains that the flow of migrant workers from rural areas comes into towns even if there are
no job opportunities in the modern sector (we follow here the American economist Michael Todaro'),
because expected incomes are very attractive even if the chance of getting a job is scarce. Unemployment

I. NESDBE (199, cited by Phongpaichin & ltoga (19920, p, 10,
21990 Census of the BMA, cited by Pormchokchai (19925,

1 TODARO M.P., -1969- A Model of Labor Migration and Urban Unemployment in less Developed Countries. American Economic
Review, 1ome 59, n°1. pp.138-149.. march. Menasha.
More recently. Todaro ( 195840 has argued that expected eamings in the informal sector could also mtract rural migrants imo lowns,
He then warns that policies favouring informal activities could strengthen the flow of migrants towards towns.
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tends to become important in urban areas, without discouraging potential migrants. Moreover, any attempt
by the Government to reduce urban unemployment will have the consequence of attracting more and
people from rural areas.

This model had and still has a great influence on the theories of the "informal sector”. Following
Todaro's model, it has been assumed that the informal sector was an altenative to unemployment. But
as Todaro argues later (1984), if the informal sector brings in income, it will attract new migrants.
The alternative policy is then to develop industries in rural areas,

The primary idea of this model is that there is an unlimited supply of labour from rural arcas.
The second and related idea of this model is that the gap between rural and urban (i.e., from the modern
sector) earnings, and the probability of getting a job in the modemn sector explains the migrations. If
the gap is wide, it can be profitable to migrate to towns even if the probability of getting a job is low.
This idea explains that, even with a high rate of unemployment in towns, there is still a continuous flow
of migrants coming from rural areas. In the case of Thailand, many of the cited works implicitly refer
to this model. However, Thailand has original features which do not fit Todaro’s model.

Is there Unlimited Supply of Labour in Thailand?

In Thailand. although the labour force has grown rapidly, the main pant of the newcomers in
the labour market have been absorbed by agriculture. At the same time, rural urban migration has been
quite moderate. Although national figures show a low productivity in agriculture, it seems that farm labour
has kept providing incomes to the population to a decent level. The extension of cultivated land and
the development of export of agricultural products has ensured a sufficient income to farmers, to prevent
massive migrations, The rural-urban migration has been moderate, as has been the growth of towns. The
difference between farmers and non farmers incomes is not as wide as many developing countries. Finally,
there has been no surplus of labour in the agriculture, except during the slack season, during this period
of land extension',

The extension of seasonal labour is another original feature of Thailand's labour market. Through
cottage industries, small urban industries and even modem industries (construction for instance), labour
and income have been provided to farmers during the slack agricultural season. They did not have to
definitely quit their land and could cumulate incomes from farm and non farm activities. The adaptation
of many urban industries to this characteristic of the labour market is certainly one of the reasons for
the success of Thailand now. The sector of small industries and the subcontracting system contributed
a lot to this,

The surplus of labour in Thailand is only seasonal, and is not unlimited, On the other hand, the
gap between urban and rural incomes is not wide enough to cause important migrations. The conditions

l. See ANGEL Shlomo (1988) The rurl population of Thailand has grown from 24 0 43 million between 196] and 1982 B
the average farm sioe wos not reduced nor the rural population density (hy unit of coltivated land) increased. This population did not go 1o
ihe cities: Thailand has a very low rate of urbanization (185 in 1983) The growth rates (1972-1982) are 245% for Thailand, 2.0% in rural
arcits, 4.8% in urban (3.6 in Bangkok and 6.9 in other urban), and. assuming the natral growth rate s the same in all areas. i bs shown
that only 53000 migrants have come every year 1o Banghkok. twice more in other towns, Only 3 million people out of an incremse of 19
million have gone 1o the towns between 1961 and 1982, These people have no sealed in the slums or if they did, more former slums inhabitants
have left slums: in other words, the population of the slums of Bangkok has grown @ a slighily lower mte that other housing areas (from
the NHA survey). The answer to the fitle question (where have all the people gone?) is thar the people have gone o the uplands 1o clear
the forest and zenle there
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of Todaro's model are not matched. However, the extension of land in not unlimited. Should Thailand
reach her natural frontier, the Todaro model might apply, unless there is a significant rise of productivity
in agriculture,

Evolution of the Structure of the Non-agricultural Labour Force

Since the beginning of the seventies, the non agricultural labour force has been expanding at a
rate of nearly 4% per annum. This expansion, based on the demographic trend', was favoured by a
tremendous rese in the labour force participation rate of the female population in towns. Women have
been involved mainly in wage-worker positions, in manufacturing and services, while the involvement
of men to the industrialization (i.e., as wage-workers), was less dramatic.

The evolution of wage labour is a sign of the "modemization” of the economy. In Thailand, due
to the rapid growth, wage-labour has expanded dramatically. The expansion was not made at the expense
of non-wage-labour, but relied on the new comers in the labour market. The evolution of different categories
of labour are shown in the table below:

Index and Absolute Growth of the Labour Force, by Status and Sector, 1972-1988

index 1988 | DifT 88-72

(1972=100} | thousands
Wage Labour 2nd Sector 325 1585
Wage Labour 3rd Sector 239 1068
Government Employees 271 1174
Non wag. 2nd Sector 174 390
MNon wag, 3rd Sector 208 1581

Source: calculated from Labour Force Surveys. see Oudin (1991).

The Thai labour market does not follow the characteristics of the development theory. Agriculture
is still attractive (45% of the "new comers” in the labour market went in farm activities between 1977
and 1988°). There is no unemployment in towns, except in specific sub markets, and the modemn sector
cannol rely on an unlimited supply of labour. On the contrary, the difficulty for the modern sector is
the scarcity of labour in general.

The labour force in the small industries

The labour force in small industries in Thailand is not a reserve of labour nor made of disguised
unemployed, however it has specific features. The structure of employment is quite different in micro
and small enterprises as compared with big industries, While big manufactures and the public sector are
characterized by codified wage labour, micro and small enterprises rely on sell account workers or family
labour. Wage labour is also important but is generally not codified.

I The dramatic reduction of fecundity has an effect on the labour force with 4 lag of one genermtion. Thailind enters only now
in a period of loweér increase of the labour force,

2 See Oudin (1991}
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The distribution of the labour force appears as below, by size of enterprise. From 5 employees
(or 6 people with the owner). wage works constitute half of the labour force in these micro enterprises,
and two thirds in the ones with at least 10 people. The owner and his family (including spouse). are
more than half of the total manpower in enterprises up to 4 people. After this level, the weight of family
labour goes down rapidly. In between. we have the category of apprentices which appears to be not
negligible in the micro enterprises. This category. which does not appear in the employment statistics
in Thailand. is typical of small emerprises of 5 to 10 employees, especially in manufacturing industries.
It reveals the reality of one of the main contributions of small scale industries inthe labour market:
technical training,

Distribution of labour force by status and by size of enterprises

Wage W. | Apprentices | Family H. Owners
Owner alone 0.0 0.0 0.0 100.0
2 people 15.7 34 239 50.0
Jor4d 324 16.0 1.0 289
Jorb 48.5 244 5.6 18.5
Tw? 528 27.3 1.0 12.9
10 and over 66.9 215 44 13

Source: CUSRI-ORSTOM-OECD survey. From T35 individually owned - enterprises
in the following industries: garment, metal, wood, restaurants and electric repair. in
urban areis 10 wownsk Se¢ Bunjongjie & Oudin (19923,

It is clear that when enterprises grow in size, the structure of employment tends to look like that
of large industries. However, some qualitative features do not appear in these statistics. Wage workers
usually have noe contract. They do not benefit from social protection. Most of them do not have a monthly
wage since they are paid by piece.

In compensation, they get advantages in Kind (food and lodging, medical expenses and other
advantages) and they often live in a different labour relationship with the owner: kinship is frequent and
they share daily life with their boss (a very different characteristic from the modem industries). All together,
these features make social relations in small enterprises quite different from big enterprises. For workers
coming from upcountry, working in small enterprises allows them to avoid the shock of work in big factory
and urban anonymous life. As it is put in a recent work, "Informal work arrangements, based on personal
ties and patron-clients relationships within urban informal sector suit the temperament of the semi-peasant
semi-workers” (Phongpaichit & loga.. 1992, p.9).

As mentioned earlier, seasonal labour is an important characteristic of the Thai labour market.
However, there is no reason to associate seasonal workers with the informal sector. Comparing the Labour
Force Survey at the peak and slack seasons, change in the informal sector can be seen among different
kinds of workers and industries. Rough calculations made from the Labour Force Survey show that the
seasonal shift of different categories of workers affects wage workers as well as other status of workers'.

I. See Xavier OQudin [1991]. From an estimated one and halfl million sensonal workers, 40% go in wage posilions in construction
and manufaciuring industries (including small indostries), while the rest goes in self-sccount and commercial activities.
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Significantly, the main problem of the small scale entrepreneurs is due to the lack of labour,
especially skilled labour. The entrepreneurs complain about the high mobility of the workers and the
difficulty to find workers. In the garment, metal and restaurant industries where this question was
investigated, half the entrepreneurs find it hard to find employees. Garment and metal industries owners
complain not only of the lack of skilled workers, but also on the lack of unskilled workers. This 1s not
the labour market of massive unemployment or unlimited labour as described in the theory.

Small Enterprises and the Institutional Backgroung

Introduction

During the eighties, the major characterization of the informal sector has come to be the position
of its operators vis-i-vis the institutional background. With this approach, the informal sector could be
also used for developed and socialist countries'. Emphasis has been given to the growing gap between
the set of Governments' regulations and the life conditions of ordinary people. This is the main point
of De Soto’s "Other Path” that had great success., The author shows that setting up a small business in
Peru by following regulations is so costly and time consuming that there is no other way but for people
to operate their business illegally.

This point has immediately been caught by international or bilateral organizations. and especially
by the USAID. If the main obstacle to the development of small enterprises is the institutional background,
there is nothing to do but change the laws, Some agencies have pressured governments to modify their
attitude towards small enterprises, and to create a favourable environment for their activities. These policies
had the main advantage to be not costly.

However, recent research shows that people engaged in the informal sector are nol necessarily
outlaw, that they comply with many regulations, and above all, that they do not consider the regulations
as an important obstacle for their business. Depending on the size of the enterprise and of activity, the
main obstacles are lack of funds, lack of skilled labour, weakness of demand, problems of locations elc.
The mentioned research has been done in seven countries in Asia (Thailand), Africa and America. These
countries have very different cultural and historical backgrounds, and different levels of economic
development. Nevertheless, in all countries and in all activities, the regulatory set never appears 1o be
an important obstacle to the development of small enterprises’,

The Micro-enterprises and the Institutional Framework

The compliance with regulations depends on the kind of regulations. For instance, registration
of individual enterprises at the Minisiry of Commerce is not compulsory in Thailand so the rate of
registration is low (20%)

I, See Portes and Casiell for using the IS as an wniversal concepl. In this case, the demograplic background. which s the mauin
cause of the rural-urban migrations, is not anymore an o factor for explaining the informal activities. However, the reference (o the labour
market i still essentinl.

2. Morrisson, Chdin, Solignac-Lecomie: Micro Enterprises and Instigtional Framework, ©OECD. 1o be published.
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Proportion of Enterprises which Pay Different Taxes by Size of Enterprise

Self 2-5 people Over Total
employed 5 people

Individual income tax No. 27 110 65 202
% 16.6 48.7 57.0 40.2

Business tax- MNo. 6l 160 83 304
% 374 70.8 728 60.4

Sign tax No. 18 449 41 108
% 11.0 21.7 360 215

District tax No. 24 4 34 102
% 14.7 19.5 298 203

Onher taxes No. 12 35 26 73
% 74 15.5 223 14.5

Source: cited survey

For most taxes presented above, those who do not comply say they are not concerned with the
tax: they are below the required level or they just started their business (for district taxes, the level of
compliance is low because it is often paid together with the other taxes).

Regulations on hygienic standards are generally well accepted, although they can be constraining
{for the restaurants above all). In some cases however, some regulations on public safety can be an obstacle
to the development of enterprises. In the the case of metal industry for instance, some provisions of the
Factory act are costly difficult to follow for small enterprises.

The compliance with labour laws is quite high in all countries as soon as enterpries hire regular
wage workers. Most of the labour regulations. such as duration of work, minimum wage, social insurance
etc. are followed by the bulk of small enterprises that have wage workers. In Thailand particularly, the
entrepreneurs agree with the labour regulations, but this result only shows a degree of sensitivity to the
rights of the workers (given the present situation of the labour market), not an effective compliance. Labour
laws are not much enforced in small industries, particularly as far as certain categories of manpower
are concerned: piece workers, apprentices and traineses, family labour etc. As in other countries, it seems
that the entrepreneurs use these categories of workers to justify the non compliance to labour regulations.

Agreement for Labour Regulations by Kind of Regulation and Number of Workers

-2 workers 3-5 workers over 5 workers Total
No. % No. % No. % %
safety and health regulations 66 73.3 61 73.5 71 B6.6 198 77.6
workers' compensation fund 61 67.8 59 71.1 67 8.7 187 733
minimum wage 56 62.2 51 6.4 54 65.9 161 63.1
maximum working hours 55 61.1 49 50.0 54 65.9 158 62.0
redundancy payment 39 43.3 43 51.8 48 58.5 130 51.0

Hired workers, including apprentices but excluding owner and spouse, and family labour.
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From these results, it cannot be said that micro or small enterprises (generally included in the
informal sector) operate illegally or outside the legal framework. Moreover, from the size of 5 people,
most of the enterprises strictly follow the regulations.

Perception of the Institutional Framework by the Small Entrepreneurs

The entreprencurs themselves do not perceive the regulations as a major constraint. In all countries
of the study, constraints due to the administration in general or to specific regulations come far behind
other kinds of constraints such as financial constraints or lack of customers. The entrepreneurs do not
hold the Government responsible for their problems, at least through the enforcement of regulations.

But the main constraint in all countries is fiscal. In Thailand, nearly half of the enterprises do
not pay any taxes (except district taxes) for two reasons: they are below the minimum level of taxation
(4000Baht per month) or they are in a subcontracting position. Paying taxes is generally accepted. even
in poor countries, The main complaint about taxes is the level of taxes. In Thailand, although the tax
pressure is moderate, many entrepreneurs feel that the taxes are unfair. The explanation is that the business
tax was set at a fixed rate depending on the size of the enterprise. The amount of tax to be paid is
fixed by the official of the Tax Department, and is raised every year, assuming that small enterprises
follow the general trend of the economy. When it is not the case, that is when a small enterprise is
having difficulties, the tax pressure may become high at a moment when some relief is needed. In other
words, the system of taxes on the small enterprises is generally at a descending scale, while it should
be progressive. This system favours the biggest ones among them. It is a sort of bonus for the most
efficient enterprises.

In Thailand, the main problem is related to the lack of labour, especially skillled labour, followed
by financial constraints. As related to the institutional background, the main constraint is the level of
taxes. However, this is not a criticism of the legitimacy of the Government rule, but only a complaint
about an excessive burden. The entrepreneurs do not contest regulations themselves, such as labour
regulations, safety or hygienic regulations.

However, small enterprises are kept away from the advantages provided by Government agencies
in order to promote economic activities. They are also kept away from the public contracts. There is
a feeling among the entrepreneurs that they have no advantage becasuse they cannot make their voice
heard or they lack connections with officials.

From an institutional angle, there is no evidence that a significant part of the population operates
business in an informal sector. There are illegal activities here and there, as in the modern sector, and
the compliance with laws is not general. But it is not possible 1o characterize a whole segment of the
economy with these features.

Conclusion

Small scale enterprises, hawkers or street vendors and all the different positions generally described
as being informal have original features, including the labour market. Undoubtedly, many people engaged
in small scale activities are poor, or under a decent threshold of living. However, there 15 nothing
homogenous when one looks at characteristics on different levels: income, housing ete.

There is no inconvenience in defining one category of people as being the "informal sector”
(although it is confusing), but in this case, it cannot be assessed that 69% of the non agricultural labour
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force is in the "informal sector”. If the "informal sector” is the economy of the poor, then a much lower
share of the lubour force should be considered as being in the "informal sector”,

Criticizing the "informal sector” as an irrelevant concept to use in the case of Thailand is not
only arguable, it has implications where defining social and economic policies is concermed. For instance,
the policy of reliet towards the poor will focus on housing problems or public health, while a policy
to favour small enterprise will rather focus on access to credit or specific regulations. If there is a problem
of garbage collection to be solved in a part of the city, there is no need to ask whether people who
live there are civil servants or self employed. And if one wanis to promote credit for small industries,
it is not necessary to ask whether the entrepreneurs live in a slum or another area.

For the purpose of policy, it might be more relevant to target a category of poor, without considering
to which "sector” they might belong. In other words, a welfare policy should consider all poor people,
working in the modern sector, in the informal or engaged in casual occupations, eic., or unemployed.
Although they overlap, "informal sector” and poverty are two different concepts.

The informal sector makes sense in places where a parallel economy has developed, due 1o
deficiencies in Government action. In some places of the world, the Government has no more hold on
a more or less large part of the population, and do not provide public services to this population, or
assistance and supervision in their economic activity.

This is obviously not the case in Thailand.
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