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Abstract

Poverty is one of the important economic and social problems and considered as one
of the key economic development goals in Thailand. Apart from economic and social factors
that affect poverty condition, financial development can also be one of the factors
influencing poverty level in a country. Several studies using data from developing countries
and group of countries case studies have confirmed this conjecture. However, to our
knowledge, there is no such study in Thailand. Therefore, this research aims to examine the
effect of financial development including banking sector development and capital market
development on poverty in Thailand using data from 77 provinces in Thailand from 2007 to
2020. This study also breaks down the analysis into different regions in Thailand, namely, the
Northern, the Central, the Northeastern, and the Southern. The analysis is done through
panel data model using Fixed-and Random-Effect estimations. The System-GMM estimation
is also used for robustness test.

The results shows that financial development, both banking sector development and
capital market development have significantly effect on poverty condition in Thailand. To
be specific, banking sector development in terms of size and activities as well as bank access
development reduce poverty level in Thailand. Not only that, the capital market
development in terms of size and activities also led to a reduction in poverty in the country.
In the regional analyses, we found that financial development in both banking sector and
capital market development significantly reduce poverty in all regions, especially in the
Northern and the Northeastern regions when compared to others. The results found here
provide policy implications for the government agencies in their economic development
plans. The central bank and the Ministry of Finance can also use the results to help planning
other financial development to help mitigate poverty condition further.
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