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The impact of State Welfare Card projects on the alleviation of poverty and income inequality in Thailand

Akio Egawa (Faculty of Economics, Momoyama Gakuin University)

Abstract

In Thailand, the government started a scheme of easing burdens for living expenditure for those in low-income households who
hold “State Welfare Cards” issued to the poor and the low-incomes (Welfare Card project” hereafter).  The State Welfare Card was
initially utilized for depositing allowance for purchasing necessity goods and for commuting by public transportation, and then it
became more widely utlised to vocational training and economic stimulus schemes as well. It is also expected to be used for
welfare schemes for the elderly and the amounts of monthly allowance for purchasing necessity goods is to be raised by the newly
established government.

Itis apparent that the Welfare Card project will contribute to reducing poverty and improving income equity. On the other hand,
it may have negative effects for the society if the range of recipients of benefits may be expanded too much of if the amounts of the
allowance become too high.

This paper aims at numerically evaluating the effects of the Welfare Card project (providing monthly allowance for living
expenditure) on poverty reduction and income inequality alleviation, by introducing Thailand’s income distribution function. The
findings are as follows. The Welfare Card project is designed based on the implication form basic microeconomics and has many
merits in implementing the measures, compared to formerly-conducted so-called grass-root projects. - On the other hand, there are
criticisms at the initial stage against the project, some of which were dealt with already but some have not. ~ Calculating the poverty-
reduction effect by estimating Thailand’s income distribution function, the effect is not small as widely expected by general public.
Also, a small effect on income-inequality alleviation can be seen. However, the criticism that the Welfare Card project has not been
effectively linked with vocational training and attainment for higher education may be supported to some extent, based on the
analysis.

The current government tries to raise the amounts of allowance. According to the analysis based on the derived income
distribution function, the government can reduce poverty ratio without heavy burden to public finance if it is to raise the allowance
for the poor only, whereas the number of the “almost poor”” would increase.  The government has tried to reduce the number of the
almost poor, which has not been reduced for almost 30 years.  Ifit s to raise the allowance for non-poor State Welfare Card holders
in order to achieve the reduction of almost poor population, then the burden on the public finance would surge, a problem of “poverty
trap” would occur, and income-inequality alleviation may not be realized through the re-ranking of individual income, which may

make the society unstable.
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