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Impact of job mobility on wages in segmented labor market in Thailand For conference “nouvelles carrières”, Bordeaux By Jongkon Kumlai



The purpose of this paper is to show evidence of the relationship between job mobility and wage mobility in the segmented labor market. Job mobility is considered as the quickest way in which workers can advance in their careers and move up the wage structure. However, such a belief should be moderated since low wage jobs seem to suffer from the successive involuntary job mobility and this obviously causes the downward wage mobility. Since job mobility in segmented labor market tend to maintain wage dynamisms, differing downward from upward mobility, wage inequality turns out to be a serious structural issue in the long terms of economic development. Our analysis will focus on the Thailand’s urban labor which is frequently considered as segmented and has dual functioning, namely internal and external markets. According to the theory of labor market segmentation, the first one refers to the sector in which employees enjoy high wages, high returns on human capital, job stability and voluntary job mobility leading generally to the upward wage structure whereas the last one contains typically bad jobs with low pay, less returns on education and experience, job instability and involuntary job mobility which could be potentially harmful to wage changes. In Thailand, most phenomena appear to agree with the existence of the social exclusion in terms of access to good jobs and to increasing wage mobility. Along the lines with this last model, our study tends to shed light on how the labor nobilities of low and high wage jobs maintain wage inequality and which conditioning factors lead to determine such a job mobility barriers. Persistent poverty and the rise of wage inequality are then related to self-reinforcement cycle of stagnation in the secondary segment with low wages, low level of returns on human capital, less possibility of upward job mobility. Remaining in the internal market for a long period does not run any risk of losses in monetary term whereas working in the secondary segment for a long period involves a relative loss of wages, primarily due to an economic and social disqualification. Moreover, job motility undergone in a secondary market can involve a considerable fall in wages because of involuntary individual choice while in a primary market, it is regarded as generators of wages, more especially as it is generally desired. The immobility and wage instability in the secondary industry are likely to worsen even more as labor market dynamism turns to favor wage mobility of secondary market. Indeed, the labor and wage fluidities depend on the degree of the whole socioeconomic conditions which constitutes the barriers to mobility. For this purpose, empirical studies should give some evidence of labor market reality in terms of job mobility and wage functioning determinations. Most previous studies use least-squares regression to predict returns on job mobility and wage growth, trying to account for the positive impact of job changes on wage mobility without paying attention to econometric issue such as the selectivity problems in estimating wage function. It seems to be important to take into account the possible nonrandom selection between job movers and stayers, between low and high wage job mobility or between primary and secondary sectors. To do so, we adopt a multinomial endogenous switching approach in order to estimate the wage functions and job mobility factors. The specific model include unemployment spells on subsequent job changes by regressing the two switching equations (factors determining low high wage job motilities) and threes wage functions (low wage and high wage job motilities and slayers) using the Household Socio-Economic Panel Survey between 2005 and 2007. The test of non random selection choice is simultaneously conducted and it is accepted that there is surprisingly non random selectivity. In other words, our model specification remains pertinent. Main results conducted under this model show different patterns of job motilities according to which



workers with regular job mobility and low pay are associated low return on human capital compared to those whose wages are substantially high and whose job career become more stable. More than 80 percent of mobiles stay mainly in secondary labor market or low wage sectors in which returns on education and experience are less specifically marginalized. Moreover, most characters such as low education, low experience, individual or social poorly backgroups, appear to be a crucial handicaps for access to upward wage mobility and to jobs in primary sectors. As this mobility study is conducted for the first time in Thailand, all evidences would guide the recent labor market policies. On the one hand, to reduce the structural labor inequalities, it is recommended to invert job mobility tendencies in favor of low wage jobs, especially in small enterprises (less than 20 workers where social security and job advantages seem to be far from desired level. On the other hand, special measures need to be implemented to prevent the barriers to upward mobility such as job creations in specific areas and reinforcement of law against all kind of discrimination and unequal recruiting processes of private firms. Key words: job mobility; wage determination; labor market segmentation JEL classification: J31; J62
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