
Give to AgEcon Search

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the 
globe due to the work of AgEcon Search.

Help ensure our sustainability.

AgEcon Search
http://ageconsearch.umn.edu

aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only. 
No other use, including posting to another Internet site, is permitted without permission from the copyright 
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.

No endorsement of AgEcon Search or its fundraising activities by the author(s) of the following work or their 
employer(s) is intended or implied.

https://shorturl.at/nIvhR
mailto:aesearch@umn.edu
http://ageconsearch.umn.edu/


 
Rural Non-farm Dynamics: 

Occupational Ladders and Earnings Mobility in Thailand 
 
 
 
 
 

Chayanee Chawanote* 

and 
Christopher B. Barrett 

 
Charles H. Dyson School of Applied Economics and Management, 

Cornell University, Ithaca, NY 14853, USA 
 
 
 
 
 
 
 
 
 
 
Poster prepared for presentation at the Agricultural & Applied Economics Association’s 2011 

AAEA & NAREA Joint Annual Meeting, Pittsburgh, Pennsylvania, July 24-26, 2011 
 
 
 
 
 
 

 
 
 
 
 
Copyright 2011 by Chayanee Chawanote and Christopher B. Barrett. All rights reserved. 
Readers may make verbatim copies of this document for non-commercial purposes by any 
means, provided that this copyright notice appears on all such copies. 

                                                        
* Corresponding author. Email address: cc844@cornell.edu 



Introduction


 There is growing interest in rural non-farm businesses and 
employment in developing countries. Past research shows that 
those who are engaged in highly productive activities in the rural 
non-farm economy (RNFE) typically enjoy upward earnings mobility 
(Barrett et al. 2001; Block and Webb 2001; Lanjouw 2001). 
However, individuals with higher initial wealth and human capital 
are also more able to engage in high-return non-farm activities and 
benefit most from the RNFE (Barrett et al. 2005). As Banerjee and 
Newman (1993) theorize, given capital market imperfections, the 
poor typically choose wage work while the rich become 
entrepreneurs, creating an interplay between ‘the distribution of 
income and wealth’ and ‘the dynamics of occupational choice’. That 
interplay remains under-studied. 

 Most household businesses in developing countries are 
self-employment enterprises without paid employees (Haggblade et 
al. 2007). These businesses face several constraints, such as 
access to capital, skilled labor, entrepreneurial ability, and 
government registry requirements, that limit growth. Self-
employment does not automatically lead to enterprise growth and 
employment creation (Mondragon-Velez and Pena-Parga, 2008; de 
Mel et al., 2008; Schoar, 2009).  

Objectives & Methods


 This study explores RNFE occupational and earnings 
dynamics in rural Thailand, with the objective of improving the 
understanding of the economics of transitions out of agriculture and 
the creation of rural nonfarm employment opportunities.  

 The research questions are as follows. First, what patterns 
of occupational transitions exist among farmers, non-farm 
employees, the non-farm self-employed, and non-farm employers 
in rural Thailand? Second, how do rural non-farm employment and 
occupational transitions affect directional earnings mobility? Which 
occupational shifts are associated with people gaining or losing 
earnings? For policy purposes, it is also crucial to know what 
causes these rural occupational transitions. 
  We use occupational transition matrices together with 
earnings per capita mobility measures and conditional micro 
mobility regressions to answer these questions.  

Conclusion


This study finds significant occupational transitions in rural 
Thailand, mainly involving moving to non-farm employment, 
rather than starting businesses.  Starting a business that employs 
non-family members is least common and most difficult to 
maintain over time. Transitions into the RNFE are associated with 
statistically significant earnings gains while transitions into 
farming are associated with earnings losses. The cumulative 
distribution of income shows that non-farm employers’ earnings 
distribution stochastically dominates the others, signaling an 
occupational ladder: the best employment is as a RNFE business 
owner and employer; the worst is as an agricultural worker or 
farmer. However, only a small number of individuals become non-
farm employers, reflecting the difficulty involved in starting, 
expanding or even keeping a rural non-farm business.  

Data & Background


The Thai Socio-Economic Survey (SES) panel data were collected 
by the National Statistical Office of Thailand in 2005, 2006, and 
2007. The data are restricted to individuals who were employed in 
rural areas, including unpaid workers for household businesses, 
and those who were younger than 70 years old.  

Results & Discussion
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Figure 1 Occupations in rural areas 

•  Farmers: primarily employed in agriculture, livestock, fishing, hunting 
•  Non-farm employers: own business and hire employees 
•  Non-farm self-employment: own business without paid employees 
•  Non-farm employees: wage or salary workers 

Figure 2 Mean real earnings by quantiles and occupations 

Figure 3 Cumulative distribution on earnings 

In Figure 3, all RNFE occupations first degree stochastically 
dominate farming in earnings distributions. The welfare ordering 
is consistent with the results presented in Figure 2, where the 
most desirable occupation is non-farm employer followed by 
non-farm employee, non-farm self-employment, and farmers.  
These patterns are replicated in the 2006 and 2007 data as well. 

Transition matrices in Tables 1 & 2 show how occupational 
movements relate to earnings changes.  
•  Most people remain in their occupation over the three year 
period. But more non-farm employers converted to merely self-
employed than maintain their status. It is tough to maintain a 
rural non-farm business with employees. 
•  Other transitions mainly moved into non-farm employment 
rather than into non-farm self-employed or employers. 
•  Those who did not change occupation enjoyed positive 
median earnings changes, except those who remained farmers.  
•  Moves into the RNFE generally yielded earnings gains while 
moves into farming typically brought earnings losses. 

Conditional mobility models are used to explore how 
earnings changes associate with farm and non-farm 
occupational shifts. Following Fields(2007), the model is:  

ΔYit is the change in reported earnings. Yi,t-1 is previous year 
reported earnings (to control for autocorrelation). Zi denotes 
time-invariant variables, observed individual and household 
characteristics, in the initial year. ΔXit denotes employment 
transition experiences, which are dummy variables for the 15 
possible transitions, with staying in farm work as a base case. 
ϕ is individual (or sub-district) fixed effects. t is time effect and 
εit is a mean zero, homoskedastic, i.i.d error term. 

Table1 Transition matrix of occupation 2005/2007 

Table2 Transition matrix of median earnings change  
and mean of percentage earnings change 

Table3 Multivariate regressions of earnings change 

The regression results confirm the transition matrix findings (Table 
2). Shifts into farming are associated with earnings losses, on 
average. By contrast, participation in the RNFE is associated with 
statistically significant earnings gains. The results are quite 
consistent with the unconditional welfare ordering in Figure 3. 
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