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Abstract

The purposes of this research are 1) to consider six factors pertaining to operational risk
management in order to identify ones that really affect and 2) to study that which of the six factors
is the key success factor for the corporate operational risk management. The research applied
the Analytic Hierarchy Process (AHP) as the tool for prioritizing the key success factors. The results
from this study are analytical and seek to describe the factors related to the enterprise risk

management.

The research result show that the risk of fraud, one of the factors under corporate
operational risk management, is the most important factor that affects enterprise risk management.
Sub-factor that affect the most in each factor are as follows: 1) the monitoring and auditing are
the most important factors that affect the risk of fraud, 2) hazard identification, risk assessment,
and workplace risk controlling are the most important factors that affect the risk of employment
practices and workplace safety, 3) option in risk management, cost analysis and benefit are the
most important factors that affect the risk of damage to physical assets, 4) the risk assessment and
business effect are the most important factors that affect the risk business disruption and system
failures, 5) the customer risk management is the most important factors that affect the risk of
client, products, and business practices, and 6) risk index is the most important factors that affect
the risk of execution, delivery and process management. We also find the key factors that mostly

affect the success of operational risk management and improve those key factors, accordingly.

Keyword: Corporate Operational Risk Management, Enterprise Risk Management, Key Success

Factors, Priority, Financial Business
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Guidelines for Management of Production Costs for Rice Planting
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Abstract

Peasant farmers are a priority of the country since rice is the most important crop in
Thailand. In rice planting, the production costs involved are allotted to direct materials such as
the rice seeds, fertilizer and pesticides. Meanwhile, direct labor costs are wages paid at the rice
paddy for the planting and harvesting of rice. In addition, the labor cost includes the operation of
rice machinery and agricultural vehicles such as tractors and harvesters. The cost of production
overhead in rice farming, on the other hand, includes the cost of electricity, fuel bills, maintenance
and repair of equipment, rental of land, and land taxes. Today, rice farming has changed from
being a self-supporting industry to something grown for market competition. Thus, the farmers must

focus on ways to reduce the costs of production in order to get maximum profits.

Keywords: Guidelines, Production Cost, and Rice Planting
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The Relationship between Corporate Governance and Cost of Equity

of Listed Companies on the Stock Exchange of Thailand
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Abstract

This research aims to examine the relationship between corporate governance and
the cost of equity of a company listed on the Stock Exchange of Thailand. The overall sample
(913 items) covers the year 2010 to 2012. The research results show that the majority of listed
companies have 8-10 directors with 33% - 50 % independent directors. However, 5% of the
overall sample reveals that there are less than 33 % of independent directors who do not meet
the requirements of good corporate government. The results also show that there is a negative
relationship between the level of corporate governance and the cost of equity. Furthermore,
the size of the board reflects with the cost of equity in the same direction. Nevertheless, there
is no relationship between the proportion of independent directors and the cost of equity at a
significance level of 0.05.

Keywords: Corporate Governance, Cost of Equity, Board Structure
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funwhliialymanulivindeuiuvesdeya
(Information Asymmetry) yilAidaunuanise
dnilsdeyavesuitlisiaiiuavaziBeaningie
wuiduypnaneuenieliAndunulunisiani
AuAuguan1sAiuuresrazduIm st dull
madhng @fyana sy, 2555) funu
UssuaniEenin AunuAuNY (Agency Cost)
(Shleifer and Vishny, 1997) St Ugyyannu
Ldwinflsuiuvesdoyaiinavinlinunuduyudaiu
mawﬁﬁaﬁmﬁuﬁu (Diamond and Verrecchia,
1991) Fsmuddnvosiuruiuyuvesdmgiovu
flunumddyetaberenisanaulalunisdiy
NuveUIMS (Sullen Juuw,2554) Fath Aol
nssunsisfiunumdndiieliiAnnisaugiuia
FEMINANLNTIUNSWAZANEUTINT  Lazn1sAu
$runasewinenssums Mbudunudforulnajuas
nssumsdasgdusunu {ievusiedes
Uitmisiszuunsifuguaianisiidy
wle  azviliesdnsanunsoanduyulduyuvesdin
ievfudaferdudiuiivisairayadiianisiiiy
%*.fu (Ashbaugh et al., 2004; Cheng et al., 2006)
mu?%’aﬁtﬁmﬂﬁaqﬁuL%"aqﬁéauimujlﬂu‘uawm
Uszinauazauidedenandeliiduiiunivans
TuuszinalnefidoTeaulafiazAnwranuduiug
5¥NINNTAAUUANINITUATAUN WU UB S

dgtevuresusenaamudoululsemelng
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[

I

N o

noUszaad fail

1) ednwlasasenaznIsunisves
vsEnaanzidoulunaianannsndunralseindlne
Tuts w.A. 2553 — w.A. 2555

2) WieRnwAuduRuSIEINensAy
ALANANITUATAUNULIUN UVBIAIUA DBV UV
vsEnaanzidoulunaianannsndunalseindlneg
%39 W.A. 2553 - W.A. 2555

NUNIUIIIUNTIU (Literature Review)

noudiltluanuidodunguififedes
funalanisdduguaianistaazvisunginssy
vosaunazaulululussdnsuaglidmsuesune
YaMAYeIANYsENY AT TR TS eAde
nuffnu (Agency Theory) 994 Jensen and
Meckling (1976) 3l¥luns3de F1nnis@nwiay
WedluglusnaUszine (Ashbaugh et al., 2004;
Pham et al,, 2007, Byun, 2008) HANSANET
susdliduiuiEnidsesunstituguaianis
Araznvaniymeanulidodndvesiuimamien
fatoandqmnmswaanaysglesiandeya
voauTTnlneguimsiiinanaulsivinfiouiy
vestyasyninagiovfuseiudadunsarsniy

2 v N

fulaliuadfovuinguinisezuianidisae
mwszsinsfaazmerudednd sufeinvina
Uszlewivesuitniiiousslomivesiiievunas
drulaidennnauivilisunuidunuvesdiudie
Huanasfidedaulefiazdnwieanisiiugua
Aannsdsldsedunisuszdiunisiifuguaianis
NTBNUMIAITULATINITUSENaAnELTues
IOD UaraNNsANYIATIETINAMENTITUNTT ALY
11 YUIAYBIAULNTINNNT (Ashbaugh et al., 2004)
wazAuiBasyvesAnenIIUNSHANEuTUSTY
Aann iUt fudunuRuUdIuvedtiou

Ya v = o o

(Pham et al., 2007) ;ﬁ yRaALUSTINEDN

AnwiUsznouiu
Tunsdnwedeilldidonsiudsaivay
floradenansenusefunuiunuvesdIugiiovy
(Reverte, 2006; Pham et al., 2007; Rowe and
Kim, 2010) ldun Sasiauniausedunsndsu
(Debt to Asset ratio) YuUIAYBINANTT (Market
capitalization)dns1diuyad1niataydseyann
»a1m (Book to Market value) 8035 NARDULNUIIN
Auningsin (Retumn on asset :ROA) WazUsziay
yasgnanTIieIneAdeluefn(Muhammad,
. and S. Zulfigar,2008) wuindauusauALLwa
dinanssnustemuidosdilussuu  (Systematic
risk)Suiinasunuiuyuduvesiievuiiduinlag
FBUVUTIBRINTIMNUATIAMENNSWENTe Capital
Asset Pricing Model (CAPM)
A3dulaninualynisinduguaianis
agyioulney “sedunsifuguaians” Aspiiu
Tawaniauduasnan I tunssunIsusenlnenas
lasead1ennenssunisd agldimuusauinves
ANZNTINNITHAZARdIUNTINNITDETEIABAIN
N1INUNILITIUNTTUT A UATVAYUIIVUIATD
AMENsINNSTaILaziaNgANausad
vanvaneUszneufudndiunssunisdasefiun
agthandenisiifuguaianisiiuaslusdlatu
TudruiuusnuAedunulunuvesdIud o
THwuudraslunisAmuasiaannswea(CAPM)
\Hosndiadenauandliiiuiannunianisly
HARDULNUIINNITAMUTBIUNAMNUY
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flsdasy
MIMALGUaNING
1. 32AUMIMAUQUANING
2. VWIAVBIAULATIUMIUTHN

3. dAEIUNITUMIOTE

s

UNUWIIUNUVDITIU

a a

e B

Aoy (Costs of equity)

a

CAPM model

ST

—

fusnaugu
1. YWIANIMS (Size)
2. anuEedlumssiuRams
(Debt to Asset ratio)
3. BpndUYanMNTyFaeyan1nain
(Book to Market value)
4. anwamnsalumsniim'ls ( Profitability)

—

JUN 1 nSOULWIAR

a a v .
aUNAFIUN19I9Y (Research Assumption)
NnimguszasdnuifouaznseunnAndsguil 1 dhanfvunausiigiunside dad

auuAgIui 1 seRunisiiuguananisiinnuduiusluiienimssiudiuduiunutuuee sty

auuAgIu 2 nvesnmznssunsEaNduTusluiananssiutuiuiuuRu uresduliovu

auuAgIui 3 dadiunssumsdassiianuduiusluiienimssiudududunuduyuvesdgiionu

251157938 (Research Methodology)

nsAnulusuidended srusudeys
1N91891UN AT U LANINITUTENIANIT Y
(Corporate Governance Report of Thai Listed
Companies - CGR) LLUULLami’lEJﬂﬁ‘l’J'amuanxﬁTﬂ
(WU 56-1) 1891uUsEIT wazdeyafieylugiu
GfJ'E]JqJJa SET SMAR(SET Market Analysis and
Reporting  Tool)wasui¥nannzidelu
AAIANANYINGUNIUTEINALNEYI9TN. /. 2553
_2555 @afisnuauuSem 262, 327 uar 324

Usgnauanulaenuideiinisinsisideyasie
U w3 U uaglddoyannnndugnamnssy

Tumanavdnninguialsanelvne  Faszneude
8 nqugnanIILdeifognaiciy 913 183
snciuussnivanzdeulunanndnning Buele
(Market for Alternative Investment: mai) US&%
fﬂmmLﬁauﬁagizwiﬂaﬁuvjﬂ15ﬁwLﬁuwuLLaw%’m
ﬁL%Lm%galnjﬂﬁuﬁau

Fosusmdeyavesinuusdasy fauusay
wazfuUsmIuguATURIULEITshdayauilerih
A9ILATIENDIVUINVOIAEATINAITLATENEIU
n3sUNIBasE SemadeuAIdITuSsYwIng
nsmiuguananIsuagAUURLYUYedILNT oY
1AgNTIATIENAIUAANBETINYUUUAIARAYIN
a1 seduudfyn19adn 0.05 uaneiannsad 1
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A19197 1 NFIAAAILUTIETE

fulsdasy ANPGRS

v

SEAUALAA (90 - 100 AZLLL)

v

ﬁnﬂiwmumiﬁﬁuaLLaﬁﬁ]miU%’mmmﬁau TEAUANIN (80 - 89 AZLLUL)

Lsgpumsmuguananis WAL LY 3

WNUAIAIY LAY 2

(Corporate Govemance Report of Thai Listed

SEAUR (70 - 79 AZKUL) WNUAIAIY LAY 1

Companies)

- 4 e vl WNUAIAIE LAY 0
3 Unkes1eTeuSINNAeINT 70 ATLLY

A1N31 70 ALY

2 AUNAVBIAULNTIUAITUSIN NUIUNTTUMSNINUA MIALNTTUNTVRIUTEN

3. dnd1uBINISUNISDASY FIUIUNTTUNTDATLADIIUIUNTTUNNSYIULA

4. uerenanms Aaen5vesdunIng inlaeyaAvmaIAYaUTEY

(Market capitalization)

5. anaidemsadunams S Amlawsads N 53 (Debt-to-Asset Ratio)

6.8mdnalaAmalafivielarwenn govnaermmaafiviesarwan (Book to Market value)

7 errsersnsalumsvinils INTINANDUNUIINAUNSNETIL (ROA)

8 Ussswingugpenvina (dummy) Avelidu  dummy

9.L9n

10. POBMANG NSV MR FENYNSTAL

o

futsauluauidell Ae

v a ]

wyuRuuvesaEIuLeviu (Cost of Equity w3e Ke) Bailisildlunsindves

MLUTAUTALAIUINAINLUUTIABINTAIRUATIAMENTSHY W30 Capital Asset Pricing Model (CAPM) (@013

Y v

fimueuiraany aaananninduisUsemelng, 2548) Weuduaumsuannnuduiusld dadl

quMg Ke = Kgr+ (Market Risk Premium) 3
Togi Ke = AU URLYUEIUYeReYY (Cost of Equity)
Ker = gnsranauwnuTudmsundannIngfldfinnudes wu Wuslnsiguia

Market Risk Premium = gasmansuunuludnwnvennudestsyuuredssia

g =

4 dl o d‘ g .
799013 WoNANBUWNUYBIIIMAIAALY (Sensitivity Index)

U aw =

dilfaninudsateszuuresgsne Wudvdvadnisdeuldlunansuunuiithasmu

nan13An® (Research Finding)
nuiTeidfinsesiaaeuiieuleisnng
ALATILRAIILOADDULUUAIARAYII(Cross-
Sectional Multiple Regression Model) Aiouuaae
ﬁmiwmaauﬂmmﬂ'ﬁLLUSUi’JuﬁJaﬂmﬂmmﬂﬁau

2 Aav o1 ! . o  w

WuArpanflainsiuen (Heteroscedasticity) @1%5U

MsIAsITalnekUsNan sIewdu 4 dau Tewn

' a ¥ a o

duf 1 TaseddnennenssuNIsUSEN
TuAtaznanide IWIAVDIAMLNTINAIT WAL

AndIUYDINTIUNTORTY



YUIAYBIAULATIUNITUSEN
ANLLNITUDS W.5.U. USEMUWITU fifnuundi
USndesiinssunslddesnit 5 au egralsianulu
MeUFoR Aflesnen wuzthdnnunssunsfivmng
auliUsssnoy 9 - 15 A (AeNITUNITUTENAN
oy @y 1, 2547) ﬁqﬁgu;ﬁ%’a?jﬂ%’l,ﬂm%ﬁtﬂu
SrnutuilunsuU99weIUIAAMEATIINSH
3197 2
NNt 2 Wnsiesgideyalunm
sulpeltaffdanssau (Descriptive Statistics)

o

AABATTELIAT 3 U fAawAy 2553 69 U 2555

NIASNRsAAnSIINIUsTENR 32

wuvTenaansifeudiulngiinugnssunig
11U 8-10 AU(TREA 48) T9aUAD TUINAE
nsTums s 11 autul Gesaz 44) Tneny
JmnenaEnsIIMssuaL 11 autulddunuan
TUgAAINNITUUINITHALYAAINNTTUNITIULAL
nutlesanlugnaimnssuinaluladaiuuuiliduly
wiazUarnuinA1afeuInAMENTTINITYBIN
naugmangss i 11 eutuludy fisduly
U 2550 uavanashud 2555 luvauefiuualiue
RAYUTLIAAMLNTTNNTINIL 5 - 7 ALYDINNG
gnamnsTInduindunnd

Gl’]i’]\iﬁ 2 ﬂlu’]ﬂﬂlaﬁﬂmtﬂiiuﬂ”I‘JU%‘I;VNﬂVI%LﬁEJULLEJﬂGl"ISJﬂ’szJQG\ﬁ"MﬂﬁSJ

YUAvBIRLNTIIMS (Souay)

Usuam 2553 (262 A7981) 2554 (327 98 W) 2555 (324 ieei) 59 3T (913 Adae)
qmmuﬂﬁu 11 11 11 11
57 810 2 57 810 21 57 810 2 57 810 2
LAGR 7 43 50 7 45 a8 0 aqa 56 q aq 52
2.CONS q a8 a8 7 41 52 0 57 43 i 49 a7
3.IND 7 50 39 9 53 39 14 49 37 10 52 38
4. PROP 8 64 28 11 51 38 15 52 33 12 55 34

5. RESOURCE 14 36 50 11 16

74 11 a2 ar 12 33 56

6. SERVICE 2 37 60 3 37 60 2 a4 55 3 39 58
7.TECH 26 52 22 21 62 17 19 58 23 22 58 21
8.FIN q 52 43 5 40 55 9 43 a9 7 37 56
nAndove 8 50 42 8 a6 ar 10 48 a2 9 48 43

NNBIA: AGRI = INWATUAZEAAMNTINDMIST, CONS = nandmsigulaauazu3laa,IND = duA1gnavnssy

JPROP= aday3unsnduazni5neas1s,RESOURCE = nSwenns,SERVICE = USA15,TECH = wmalulad FIN= sunans

LaynIIeu

a59fi 3 Sewazvasdadiuvaenssunsdasy
YaUsTENIANZL U

LA LUNTITAINUAY A AAIUNTTUNS
daszunndeyatuli2ssianenssunismiundn
ninduarnaranannsnd(n.a.n)laeenusznia

ArualiusSInIane L Joufeslinssunisdasy

1 %

pg1tios 1 Tu 3 vesdwiunssunIsienusdadu

Y v o a

JateRuAinmualinnuiendasufuifniudeuy
a1 lu 3 Jadudadruidurinan

38



33 msmsl,ﬂwmmam%ﬁqsﬁwszqﬂé
dndunssumsdase (Sevag)
521 37 (913
Uselam 2553 (262 f0819) 2554 (327 $9819) 2555 (324 F79879) §29E19)
QNAMNITY D 1/3 s 1/3 s 1/3 5o /3
fni . 12 dnh L 12 dan . 12 dnn L 12
v N d s N d s N s Ny
Y 1/2 1/2 1/2
1. AGR 0 97 3 6 81 13 3 88 9 3 88
2. CONS 4 83 13 15 78 7 18 75 13 78
3.IND 5 84 11 2 86 12 5 84 11 4 85 11
4. PROP 0 72 28 2 76 22 71 24 2 73 25
5. RESOURCE 0 79 21 5 68 27 11 T4 15 6 73 21
6. SERVICE 5 81 14 5 82 13 5 86 9 5 83 12
7. TECH 4 78 18 0 76 24 88 12 11 76 13
8.FIN 9 70 21 11 21 68 14 69 17 11 50 39
winouaz 4 80 16 4 74 22 7 719 14 5 77 18

NA1197 3 Endunsun1sdasesesiuiy
AnznsIuNTlaenINTIInaend 2553 - 2555 &9
TUUNAIUSDIATVDIFAAIUNTIUNITDATZVO
visnaanzidou Iesdnlngiidadiuresnssunis
dasviovay 33 - 50 (§8aAy 77) WATIOIAINN
fedndruresnssunisdasylutasdesay 509y
ludu$esar18)nulungugsianisduuagngy
onamnIsNedmIInIwdLazfeaislidnduiiae
nigaavnssudug awddu eghdlsinudadgou
YeenTIUNIBasE TN Sorar33 IRuawiiuiy
Tud 2555 amsunadeAndudesas 5 vesngy
fhegeioun Famuannly nguenamnTINAUA
gulnauslan edlneideyafused ul 2553
wusnnfigelungussianisiu dwlul 2554 uag
U 2555 wumniigelunguauigulnauilae 3
wansdanisliufiinuvesuignannzideudi
AOUTENIATDIAMENTINAITAAUNE NN N uas
aa1andnningfinualiuisnannzsdeuded

nssuMsestey 11w 3

dauit 2 msuszluiiuguananisyasuTEMan
nzilegu

Han1sUsgLliunsiniuguaianisues
vsemaanzileulunaiandnnindunislssinelng
U Tngmhenuanaudauaiuanfunssunisuswm
Ing sewiel wa. 2553 - 2555 agUlunms
il
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A5 4 wé’mwuumsﬁﬁug}LLaﬁamimanﬁﬁmmmLﬁauﬂm U 2553-2555

2553 (262 fee ) 2554 (327 6iee ) 2555 (324 61ee )
FHUPAMS AUUAN IS
Sovay
Uigl’mﬂ o o Y oA o ( o ) o A o o o oA
QPN zzim zzwu is:w ﬂa}:fn zszw zst 333111 ﬂz?uzn zzim zzwu izzm ﬂzlpiw
oy AR fan @ bly  Ade A A Ble Ade Fan A Tl
Woue WA WUoue
©) @ 1 o)} ©)] @ (1) o)} ©) @ (1) )
LAGR 10 40 23 21 3 45 26 26 0 50 22 28
2. CONS 13 17 26 a4 4 29 37 3 3 39 29 29
3.IND 7 34 38 21 il 25 a2 30 3 24 a4 29
4.PROP 8 38 30 24 10 24 a4 22 8 25 35 32
5.RES 29 36 21 14 42 26 26 5 16 a7 26 11

6. SERVICE 16 a2 21 21 13
7. TECH 30 35 22 13 7
8.FN 22 39 13 26 16

30 30 27 7 25 a3 25
a5 31 17 12 58 23 7
34 34 16 11 40 37 12

'
[ =

Woduunauduuresuitn (Fansadi 4)
wuin ngugpamnssuiinuinlungutoglusysud
e Tud 2553 Ae naumalulad lnsladsfesay 30
Tt 2554 uagd 2555 fie nguninens laedlan
WAsfesaz 42 uay 16 Aud1du

dmsunguiilalldDamedudunguilalas
nsdasudulurisseduAide fun f Saudingu
gulnavslnafidndruiitnnningudulul 2553 u
funltufitudosgauisd 2555 aghdlsfinnn nay
odamuninduagnisneadanduilunguitlaild
Daumganniian
dhuil 3 dunuiuvuvesdiugfoviu

duitlosnamnanudAuesiunuiunuves
drugderuvedrvesifiunumdrdyeeiabs
don1sdndulalunisdniuaulaeinliuay
19n153uvesuITMIslun sAndufansTunie

§35N9

]

AUV UN WU UYBIAIUL DO UYDIUTENIA

(Gl Tawe,2554)  dilgnsfnunlu

nafeulupanndnninguisUszmelneta 8 nau
9RANMNTIN UAnIFanS19 5

wuln Aedsdunuiunuvesdugiioviu
Tunnsandmiul w.e. 2553 - w.a. 2555 aglu
$¥osay 6.93 §9 9.03 nquiidiAadsduyuliu
uvesdgteuian Ao NgueRAIMINTINAUA
gulaavilan oradumsizdnwaenmsdniugsia
vosgaamnssUssamEEnseduduandae 39
fieudsstiey vinliinawuneinsaiaandesd
Dussuuremdnvindanasioe sesawn Ao ngu
NYATHARAFIMNTINBIMT NGUTTNAINITRIU WA
nquAuAigraivnssudiunguiidaiedeiunu

WU UveIdILL Do UgIgARoNduanaIun Ty
adwnsunSnduaznoaing
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Tnedlafiasanuensietnuinlul 2553

quisiAnadedunuluuvedIugtoviudiige
u

]

ang

o))

A
gratvnssuduaigulnauilannguind

i\ v a )

WaduAunuuuYeIdIulievugIgafiongu

a1unssuedarsunsnduaznoasiediuly

M
2554nguilAad e AU UIUY UV T

i

.o 3D

o & '

uigafenguenamnIsuduaigulaauilag

q

»Soe

' '
a1 a

quisiAnadufuuuueIdIulieugege

]

o))

8 naugnamnIsImIneIns waglul 2555 ngu

q

fAadgfunuRuuvesdugiouiiganansgy

q q

=D

i a

nanvnssudumgulnauslaanquiiaaaeduyu

o)

)}

WunuvedIugieugIgafonduanaIunysy

3

adwn3uninduaznoasisuenainiinuin U 2553 1
sunuRuulaeiedNgalsissumieuiulau

vs¥maangidoueglugisiuinningaiasugia

v
o Y o v

nangeAugNaringauLeNasines

A 1 Ay a LogA g A o a v @ ¢ !
MINN 5 ﬂﬁllﬂaﬂﬂunul\iunumﬂﬁﬁauVdﬂ@ﬁuﬂlf’)\ﬁ_ﬁE‘Vﬁ]ﬂ‘ﬂgLUﬂuiuﬁa“ﬂwaﬂﬂiWﬂLLW\iﬂizl'ﬂﬁ‘lWﬂ!Lﬂﬂﬁ1uﬂqu

QATMNTIY
ﬁuaﬁiﬂé’iuﬁuﬁunmmdaué’ﬁafju Gowae)
Wsznmgaenminas ,
2553 2554 2555 w3

1.AGRI 35 80 113 760
2.CONS 34 7.1 103 693
3.IND 37 83 108 760
4.PROP 4.1 99 13.1 9.03
5.RESOURCE 39 10.1 12.1 870
6.SERVICE 37 85 108 767
7.TECH 39 86 106 7.70
8.FIN 36 84 109 763

dauil 4 anuduiusszvinanisiiiuguananis
wazAuURUYUYasdudRau
nan3deiluresnnuduiiusseninens
MAUYWARINTAURUYURUNUYDIAIUE D DU
Usdmaaneleulunaianannsndunisussmnelne
onasTeuldnIanMAResaLLfis L Gl
auufgiudliszfunisiiduguaianisiiaiiy
duiuslunianimssiudududumudumuueddiu

HANTIT8ARN919% 5 3ndeya 3 U (w.a.
2553-2555) WU sERuMIiiuguananis dadny
wituslufianansaiuduiuduuRuY U IEIu

o

HedAgy 0.05 Weniansanluwsazy

Ut U 2553 uazd) 2554 Hu sefunsUsziu
n1sirfuguaianistufinnuduiusiudunusy
vuvesdfieRuiisydutodAyn19aino 05visd
oratfumssiinnnziasegianndiaialuwa
1NNANIIAUNITEB A AT IMIN(NTENTI
QAEMNTIY, 2554) lurueid 2555 ndunuin
seAunsiduguaianisiianuduiusiuiienis

(Y2 a '

AUt Ui uAUY LR U U sEILL T oviuRE1ellily

dfgyn9ana 0.05

uT¥nilasunisuseiliunisiiiugua

Aan1segluseaunguindduuRunuuesdiugie

U q

Vudnasoraiesainuseleviveanisiinisiiiu
guanansnansiuealdsyiunisuszdunisiniu



guaRan st Wutadelunmsfinsandndulaasmu
AuNAgILAl 2 vunYeRAILNITINSUSEEAW
duiuslufianimssiudududuuduuueddiu
HRovfunansidedmnaned 5 andeya 3 T (e
2553-2555)NU3NYUINYBIAULNTIUNS(BSIZ)H

v [ Y%

ANdNRUSTuRAN RSt Ut UAUY URUN LTS

S o @ o

dugteviuegailteddgnseautiudAy 0.05
YUINANENTIUNTTE W FruaunTuwinla
Agavinlfdunudunuvesdiugieiuanasons
Wumsizgauinauznssun1svunaingagyinlid
Usgloniluiunmsnsivaeuuiarn1suiniug Ay
anunsauwagyszaunisaiunlidugtiaz Iy
Audsulansinduguaianisduluuszleviun
nsffiunuresitn  vilvinamuidesiuinns
Mivguafan1sdmalifiunutuyuesdugio
HuanasTeaenndosiunguifunutinaniside
agvioulifuinnuiavesanenssunistuiinade
AUNURUYUYBIEIUE DOV
auuAgIuil 3 dadunssunsdaszianuduiud
TuiirnamsaiuduiudunuRuuresdugteu
nanIdfansedl 5 ndeua 3 U (wa.
2553-2555) Wuh dneueanssun1sdesy (INDEPEN)
aifipudusiusAudunuduyuvesdiudierud

q

U v o w

SEAUNYEIAYNI9ERH 0.05
wapaenALesnnfeazuesdndiuTes
nssuMsBasTYesUITnaanzifouidininindy
uazgeandunast 1 lu 3 vesAmznIIUNTaMe
wuin lefiansandeyausasdnuin Uismanilvg
Jewar 74-80 Udndiunssun1sdasyegluyig 0.33
~ 05 dafu dnvasdoyaisontlinizaty Sedng
Tinsvageuauduiusvestoyalifinnuduiug
ogsiitfdfny Jmamsidoaenadousiiiseing
Usudeyalaenisladudsvu
duiulsmunlunuideinui anaudes
luniseiiufianis(Debt to Asset Ratio)ilaay

duiusluiienafertuiuiunuiuuresdugie

NIANSNASAEARTTINIUTIENR 36

MuanAaadiUuIWIdeued Modigiliani and Miller
(1958) uay unss1 AeuandA(2553luvaziivun
Y9sRansfiinanyarmInaInveUTIM(Market
Capitalization)dauduiuslufianiafeaiu
AudunuRuudvesteusgsiliedAynie
afidfisedu 0.053lsiaonndeaiuauidevosing
Usewne (Reverte, 2006; Pham et al., 2007; Rowe
and Kim, 2010)
asulasnmuudadadeieSutenis
Wasuulasdunuiiuuesdiugieriulungy
Areg19usEnIangilonlunaiandnningums
Usedlng laun seAuazkuunsiiuguwananis
(CG) WAvDIAIZNTIINTT (BSIZ) Snauniiau
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Financial Literacy and Financial Behaviour in Thailand:
A Pilot Test

P. Ngamjan

Abstract

This study aims to explore financial behaviour, level of financial literacy, and relationship
between them. The study has carried out a pilot on-line questionnaire designed to adapt to the
Thai culture and tested on a small sample of 78 Thai respondents. The findings are that financial
behaviours of the respondents are relatively good, and the financial literacy level is relatively high:
more than 60 percent of the respondents could answer three or more questions of financial
literacy correctly. This is not a surprise, since almost all of the respondents are well-educated with
a bachelor’s or higher degree.

However, in terms of plan ahead behaviour, about 70 percent of the respondents reported
that they do not have plan for their retirement, and about 50 percent reported that they will start
plan for their retirement when they are over 40 years old. This can aggravate to having inadequate
fund for retirement, which can be a serious problem to both households and the society at large.
This may partially be explained by the prevailing attitude of living-for-today in the Thai culture.

Regarding financial literacy, the respondents seem to perform well on interest and
mortgage questions, but did poorly on risk diversification, bond price, and inflation. This implies
that they might not be familiar with bond investment, the concept of risk diversification, and
inflation. Therefore, in order to promote investment in financial markets, a considerable room for
improvement in these areas is needed.

Logistic regressions are carried out, where a positive association is found between financial
literacy and financial behaviour of the Thai sample, nonetheless the relationship is not statistically
significant. This may be explained by the small sample size and the cognitive bias that despite high
level of education and financial literacy, individuals might still make an unsound financial decision.
. Introduction
Households frequently face financial decisions on a day-to-day basis. For instance, a household
would have to decide how much to spend, save, borrow, and invest. In fact every aspect regarding
managing one’s income is a financial decision. For example, a household decides to buy a house
or a car is an investment decision. Consequently, household might resort to borrowing in order
to finance its investment which is so-called financing decision, whereas such a decision demands
some form of financial literacy such as how to perform interest rate repayment calculation and how
to compare the best deal offered. Therefore, less financial literacy may lead households to bad

financial practices (Hung, Parker, and Yoong, 2009).
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l. Introduction
Households frequently face financial decisions
on a day-to-day basis. For instance, a house-
hold would have to decide how much to
spend, save, borrow, and invest. In fact every
aspect regarding managing one’s income is a
financial decision. For example, a household
decides to buy a house or a car is an investment
decision. Consequently, household might resort
to borowing in order to finance its investment
which is so-called financing decision, whereas
such a decision demands some form of financial
literacy such as how to perform interest rate
repayment calculation and how to compare
the best deal offered. Therefore, less financial
literacy may lead households to bad financial
practices (Hung, Parker, and Yoong, 2009).
Furthermore, bad financial practices do not
affect only households themselves, but also
the economy as a whole (Lusardi, 2010; OECD,
2010). The growing concerns over financial
illiteracy are well recorded, as recently shown
by Gerardi, Goette, and Meier (2010) that lack
of financial literacy played an important role in
the recent 2008 US. subprime mortgage crisis.
Consequently, many countries have been
increasingly aware of the consequence of
financial illiteracy among their citizens and
have taken steps to reduce financial illiteracy in
their population. These countries are, viz., the
US,, the UK., New Zealand, Australia, Ireland,
Canada, and the Netherlands. In order to
implement efficient policy of lifting up financial
literacy, these countries had carried out national
financial literacy survey to set up their nation’s
financial literacy baseline (FSA, 2006a,b; FINRA,

2009a,b; Lusardi and Mitchell, 2011a).
Unfortunately, these steps of financial
literacy elevation have not yet been taken in
developing countries including Thailand.  This
research aims to establish financial literacy
baseline among Thai population, namely, find
relationships between financial literacy and
financial behaviours; compare financial literacy
level with other countries; and produce policy
recommendation to promote the level of

financial literacy.

2.1 What is Financial Literacy?
Definitions of financial literacy can be inconsistent
Until 2008, the
President’s Advisory Council on Financial Literacy
(PACFL, 2008) pointed out that this

inconsistency of financial literacy definition has

among different researchers.

hindered research and policy development, as
employing different definitions would result
in different measure of financial literacy, and
making comparison difficult. Thus, to ensure
compatible and consistent measurement of
the quality and effectiveness of financial
educational programs, along with measurement
for the level and trends in financial
literacy, PACFL recommended a consensus
definition of

financial literacy as follows:

“Financial literacy is the ability to use
knowledge and skills to manage financial
resources effectively for a lifetime of financial
well-being,” (PACFL, 2008).

Similar definitions are also proposed by OECD
(Organisation for Economic Co-operation and
Development) as follows:

“Financial literacy is the combination



of consumers’/investors’ understanding of
financial products and concepts and their
ability and confidence to appreciate
financial risks and opportunities, to make
informed choices, to know where to go for
help, and to take other effective actions to
improve their financial well-being”(OECD,
2009).

From the definitions above, financial
literacy is a form of ability to employ one’s
knowledge and skill regarding financial matters.
This ability must also in turn enhance individuals’
financial decision ability, which should result in
life-time financial well-being. Despite effort to
unify financial literacy definition, it is still
unclear how to measure financial literacy.
Consequently, there is yet no standardised
measure of financial literacy (Cole and Fernando,
2008).

3 below that financial literacy measures will

It will be pointed out later in Section

largely be depended on underlying theoretical
background and economic models of financial

literacy.

2.2 Why Financial Literacy Matters?
As financial literacy is an ability of an individal to
manage financial resources for life-time well-
being, the question of why financial literacy
matters might be tackled through 3 levels of
the society, namely, household level, market
level, and economy level. Each of these levels
will be discussed in turn.

2.2.1 Household

Lack of financial literacy, households may
expose to different vulnerabilities. For example,
Hung et al,, (2009) find that less financial literacy

may lead to unintentional financial mistakes,
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less likely to engage in recommended financial
practices, and less likely to be able to cope
with sudden economic shocks. It has also been
found that financial knowledge and financial
planning (such as retirement planning) are
correlated, and individuals who have higher
financial literacy are more likely to plan and
be successful planners (Lusardi and Mitchell,
2006).

Lack of planning also has important
consequences on saving and portfolio choice,
unplanned individuals tend to accumulate
much less wealth than those who plan (Lusardi
and Mitchell, 2007).
addition, found to be positively and significantly

Financial literacy is, in

correlated with wealth, pension contributions, and
retirement planning (Behrman, Mitchell, Soo,
and Bravo, 2010).

Furthermore, poor financial practice such
as borrowing at high cost debt has also been
reported. Lusardi and Tufano (2009) find that
low financial literate individuals are not only
more likely to carry high-cost debt, but also to
have debt problems. Financial illiterate may
also be victim of lender who collects high rate
of interest, by willing to take up such expensive

loan (Bertrand and Morse, 2011).
Lusardi, and Panos (2012) also report that

Klapper,

financial

literacy is negatively related to the use of
informal borrowing sources. On the other
hand, a strong correlation between financial
literacy and investment in lower cost funds has
been reported (Hastings, Mitchell, and Chyn,
2010). Individuals with higher rates of financial

literacy are significantly more likely to report
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having more unspent income at the end of the
month and higher spending capacity (Klapper
et al, 2012).

2.2.2 Financial Market Participation

Following from the previous section, ability
to invest or diversify investments has become
more important, since individuals are increasingly
put in charge of their financial security after
retirement (Van Rooij, Lusardi, and Alessie,
2007). Therefore, individuals need some basic
financial knowledge such as financial markets,
risk return, and financial investment, in order to
be able to participate in financial markets.

Lusardi and Mitchell (2006) find that
individuals who display higher financial literacy
are more likely to save and invest in complex
assets, such as stocks. Similar result is also
reported by Klapper et al. (2012) that financial
literacy is positively related to participation
in financial markets.  Bucher-Koenen and
Ziegelmeyer (2011) assert that individuals with
low levels of financial knowledge are less likely
to have invested in the stock market. Accordingly,
Van Rooij et al. (2007) confirm that those who
are low financial literate are significantly less
likely to participate in stock investment, while
higher financially literate individuals incline to
include stocks in their portfolios, due to their
better understanding of risk diversification
principle.

However, the determinant of financial
market participation is still arguable. For example,
Cole and Shastry (2009) find that financial market
participation was led by cognitive ability (e.g.
trust, peer effects, experience with stock market

returns) not financial literacy. Christelis, Jappelli,

and Padula (2010) also report that the tendency
to invest in stocks is strongly associated with
cognitive abilities, for both direct stock market
participation and indirect participation through
mutual funds and investment accounts. Another
widely documented literature on possibility of
financial market participation is the difference
of risk preference among individuals, e.g. risk
averse individuals are less probable to
participate in stock market (Laakso, 2010).
2.2.4 Economy at Large
Recently, attention of the causes of the
recent 2008 financial crisis in the US. has been
drawn to financial illiteracy. In 2008, the US.
President’s Advisory Council on Financial
Literacy, addressed that “While there are many
causes to the economic problems facing the
country, it is undeniable that a lack of financial
literacy is a contributing factor,” (PACFL, 2008).
Consequently, Lusardi (2010) comments in a
report prepared for the US. Financial Crisis
Inquiry Commission that low financially
literate individuals who are ill-equipped to
make financial decisions, can not only
generate adverse consequence on them-
selves, but also on the economy as a whole.
Furthermore, lack of financial literacy has
also been widely acknowledged as an
aggravating factor of the crisis (OECD, 2010).
More evidence has been provided by
Gerardi et al. (2010) who conducted a survey
of subprime mortgage borrowers who took out
mortgages in 2006 or 2007, measured financial
literacy and cognitive ability, and matched
these measures to data on mortgage characteristics

and repayment performance. The result is



that there is large and statistically significant
negative correlation between financial literacy
and various measures of delinquency and
default.Thus, they conclude that lack in certain
aspects of financial literacy played an important
role in the subprime mortgage crisis.

As for a consequence of crisis on individuals,
less financial literate individuals tend to suffer
more as they lack of financial plan and financial
crisis.  Bucher-Koenen and Ziegelmeyer (2011)
report that individuals with lower levels of
financial literacy were more likely to sell their
assets which lost in value and thus realize their
losses for certain. Furthermore, this reaction of
individuals with low financial literacy to short-term
losses can contribute to substantial long-term
consequences on wealth distribution.

Lastly, Klapper et al. (2012) find that
the relationship between financial literacy and
the availability of unspent income is more prominent
during the financial crisis, suggesting that
better financial literate individuals may be
better equipped to deal with macroeconomic

shocks.
2.3 Financial Literacy and Financial

Behaviours

Literature reporting relationship between financial
literacy and various financial behaviours is well
documented. In general, low financial literacy
would predict unsound financial practice, low
savings, and less wealth accumulation, each of
which will be discussed below, also along with
a topic of impact of financial literacy and financial
education.

2.3.1 Financial Literacy, Saving, Wealth and
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Well-Being
Ameriks, Caplin, and Leahy (2003) find very
strong relationship between the propensity to
plan and how carefully households monitor their
spending with saving and wealth accumulation.
Accordingly, Lusardi and Mitchell (2007) further
show that planning behaviour is strongly
correlated with financial literacy, which
positively affect savings and wealth.

Consequently, Jappelli and Padula (2011)
employ ordinary least squares (OLS) and
instrumental variables (IV) regressions, and also
find that financial literacy is strongly associated
with saving and wealth. In addition, Cole and
Fernando, (2008) also assert that financial
literacy has been found to have a tight association
with household wellbeing.

Cole et al. (2009) find that financial
knowledge and skill predicts demand for and
use of financial services, and is correlated with
household wealth, education and wellbeing.
Low levels of financial knowledge households
tend to borrow at higher interest rates, participate
less in the formal financial system, and not to
have long term financial planning.

2.3.2 Impact of Financial Literacy and Financial
Education

O’Neill (1997) finds that financial literacy led to
improving financial situation, such as debts
reduced and savings increased.

Danes (1998) discover that high-school students,

Boyce and

who have increased financial knowledge and
skills, have higher confidence in money
management. Bernheim et al. (2001) find that
high school students who entered in financial

literacy training programs in the United States
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significantly increased their savings rates and
net worth. Garman el al. (1999) find that workplace
financial education helps improve financial
decision making and increases confidence in
investment decisions.

Lyons and Scherpf (2003) discover that
increasing in financial knowledge leads to higher
Lusardi (2004)

finds that financial education (e.g. retirement

financial management ability.

seminar) associates with increasing in financial
net worth and total net worth of the participants.
Rand (2004) discovers that increasing financial
management knowledge improves financial
management behaviours.

Hilgert, Hogarth, and Beverly (2003) find
that individuals with more financial knowledge
are more likely to engage in a wide range of
recommended financial practices, while Lusardi
and Mitchell (2006, 2007) assert that among
older adults, those who displayed better
financial knowledge were more likely to plan,
to succeed in planning, and to invest in complex

assets
2.4 Current Financial Literacy

Situation around the World

2.4.1 Financial Literacy in Developed World

Lusardi and Mitchell (2011b) report that financial
illiteracy is widespread even when financial
markets are well developed as in Germany, the
Netherlands, Sweden, Japan, Italy, New
Zealand, and the United States. The authors
further mention that although higher educational
attainment is strongly correlated with financial
knowledge, but even at the highest level of

schooling, financial literacy tends to be low.

This implies that education is not a good proxy
for financial literacy.

Recently, governments are more aware of
importance of financial literacy as determinant
of financial behaviours, which will contribute to
the life-time well-being of the population. Thus
more countries such as the US.,, the UK., New
Zealand, Australia, Ireland, Canada, and the
Netherlands have carried out national financial
literacy survey or intend to include into their
national consensus (see FSA, 2006a,b; FINRA,
2009; and Lusardi and Mitchell, 2011b).

The consequence of financial literacy
survey has led some government, such as the
UK. government has taken effort to improve
financial literacy of its population via various
tools such as including financial education into
the UK. National Curriculum both in schools
and colleges/universities, and provide financial
education to employees at their workplace
(FSA, 2006a,b).

2.4.2 Financial Literacy in Developing World
In the context of financial literacy for developing
countries, Organisation for Economic Co-operation
and Development (OECD, 2009) states that
financial literacy is critical to promote desired
financial behaviours, such as saving, budgeting,
or borrowing prudently. OECD further confirms
financial literacy can immensely affect financial
future and well-being of the poor (accounted
at around 3billion people around the world).
As poor households normally lack of fund to
cushion shock from sudden lost in income,
having access to savings products or insurance
can significantly affect their welling-being and

financial future.



About 2.3 billion people around the world
still do not possess a bank account, where
nearly 90% of those unbanked population are
in developing countries (AFl, 2010; and Center
for Financial Inclusion, 2012). This staggering
number signifies financial exclusion or inability
to access formal financial sources, where ability
to access financial services required financial
literacy (Viswambharan, 2011). Increase financial
literacy might open possibility particularly for
low-income households to save money as a
safeguard against an income shock.

Cole, Sampson, and Zia (2009) find that
the financially more literate are more likely
to have bank accounts in India and Indonesia.
Therefore, in order, for household to be able
to access to at least the most basic financial
services and gain ability to manage sound
financial practice such as plan for income shock
and retirement which will contribute to house-
holds” well-being, households clearly need to
have some degree of financial literacy.

Research on levels of financial literacy
in developing countries remain slim (Cole and
Fernando, 2009).

through some organizations such as OECD, the

There have been efforts

U.K. Department for International Development
(DFID), and the World Bank Group that are
working to strengthen financial literacy in
developing countries
(OECD, 2009). OECD also has planned to carry
out assessment of financial literacy around the
world (OECD, 2010).
In 2012, OECD carried out a pilot survey on
differences in financial knowledge, behaviour

and attitude across 14 countries on 4 continents.
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The findings suggest low level of financial
knowledge of a large population of the
countries surveyed and needs to considerably
improve financial behaviour (Atkinson and
Messy, 2012).

Recently in 2014, S&P’s Ratings Services in
collaboration with Gallup, Inc., the World Bank
Development Research Group, and the Global
Financial Literacy Excellence Center developed
S&P Global FinLit Survey (S&P, 2014). The survey
claimed to be the largest and the most
comprehensive global measurement of financial
literacy carried out in 148 countries with over
150,000 respondents (Ibid.).

2.4.3 Financial Literacy in Thailand

The Bank of Thailand (BOT) has conducted
financial literacy measures for four times in
2002-2003, 2006, 2010 and 2013 (BOT, 2013)

The fourth survey in 2013 has adopted the
OECD’s suggestion of standardisation the survey
to make it comparable with those of other
countries. The survey comprises three parts,
namely, 1) Financial Knowledge, 2) Financial
Behavior, and 3) Financial Attitude. The survey
finds that the financial literacy level of Thai
people is averaged at 58.5 percent, which is
slightly lower than the average score of 62.3
percent of the OECD’s pilot survey of 14 countries.
The findings suggest that socio-demographics
attributes, particularly, income and education
have the highest positive effect on financial
literacy score. The positive association between
financial knowledge and behaviour suggests
promoting financial education could improve

financial behaviour (Ibid.).

2.5 Objectives
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The objectives of this study are:

1. To explore financial behaviours of the
sample group,

2. To apply financial behaviour and
financial literacy questionnaire designed to
adapt to Thai culture,

3. To explore the level of financial literacy
of the sample group, and

4. To explore the relationship between

financial behaviour and financial literacy.

lll. Theoretical Background
Theoretical Model

The theoretical model widely employed in
economics literature on dedision under uncertainty
is life-cycle model of consumption dated back
to Modigliani and Brumberg (1954), and Friedman
(1957). The model has been adopted to contain
the effect of financial literacy by Lusardi and
Mitchell (2009), Lusardi (2011), and Jappelli and
Padula (2011).

The intertemporal economic choice model is
briefly discussed as follows. The model assumes
that rational and foresighted households maximize

their life-time expected utility.

D
E z P ~U(c))
j=s

Equation 1

Equation limplies that life-time expected utility of a household is the sum of per-
period utility of consumption U (Cj) discounted to the present period (current age S) at

the subjective discount factor! 3, attached by survival probability p; until the end of

household life-time D.

For the period of current age until one period before retirement j €
[S, ..., R — 1], the pattern of household’s income is determined by Equation 2 below:

yj = e +ra;,

Equation 2

Equation 2 means that income of period j, y;, comes from earning e; pluses ra;,
return of asset ajhousehold invested, from current age until R — 1 , one period before

household retired.

For the period of retirement until death j € [R, ..., D], household’s income is

generated from

y; = SS;(R) + PP;(R) + raj,

Equation 3

where SS;(R) and PP;(R) represent household’s social security benefit and

pension, respectively.

The boundary condition imposes that

Cj + i1 = Yj + a;, for ] € [S,...,D],

Equation 4

!' B implies how household value future relative to current utility of consumption, and can also be

written as § = ﬁ < 1, where p means rate of time preference of household.



which implies that asset in the last period
is zero as the household does not leave any
debt behind.

However, in order to implement this
model, one need to assume household’s time
preference, risk aversion (shape of the utility
function), discount rates, lifetime income ex-
pectations, capital market returns, borrowing
possibilities, and income shocks, which are not
easy to carry out on empirical data (Lusardi and
Mitchell, 2011a). Therefore, rather than imposing
specific preferences and constraint structures,
Lusardi and Mitchell (2011a) propose testing on
whether a behavioural outcome would consistent with
life-cycle behaviour, namely whether people

plan for retirement.

3.1 Measuring Financial Literacy
There is no standardized financial literacy measure
(Cole and Fernando, 2008). However, following
the implication of the above life-cycle model
and in order for households to behave optimally,
they should have at least the knowledge of
the following concepts, namely, interest rate,
inflation, and capital market returns (risk and
return).  This study employs two measures
of financial literacy. The first following FINRA
(2009a,b)., where the later proposed by S&P
(2014), both are further discussed below.
3.1.1 Financial Literacy Measure 1 (FLM1)

Lusardi, (2011) suggests four principles of
financial literacy measures as follows:

1) Simplicity : Measure rudimentary
financial concepts

2) Relevance: Questions must relate to
daily financial decision over the life cycle, and

should not be too cultural biased to only some
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specific ethnic groups.

3) Brevity: Keep number of questions to
be minimal, due to the time spent on answer
the questionnaire of each respondent is short.

4) Capacity to differentiate: Questions
must be able to differentiate between financial
knowledge levels

Furthermore, in coherent with economic
models of saving and portfolio selection, three
economic concepts that individuals should
have some comprehension are, namely, 1)
interest compounding, 2) inflation, and 3) risk
diversification. These concepts have been
transformed into three questions also in
accordance with the aforementioned four
principles as follows:

1) Interest compounding
Suppose you had $100 in a savings account
and the interest rate was 2% per year. After 5
years, how much do you think you would have
in the account if you left the money to grow?

2) Inflation
Imagine that the interest rate on your savings
account was 1% per year and inflation was 2%
per year. After 1 year, how much would you be
able to buy with the money in this account?
3) Risk diversification
Please tell me whether this statement is true
or false. “Buying a single company’s stock
usually provides a safer return than a stock
mutual fund.”

These three questions have become a
popular of financial literacy measure (Cole and
Fernando, 2008). In addition, two more questions
have been tested and added to measure financial

knowledge regarding mortgage and bond, as
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FINRA (Financial Industry Regulatory Authority)
has carried out US. National Survey of Financial
Literacy in 2009 (FINRA, 2009a,b).

4) Bond Price Question
If interest rates rise, what will typically happen
to bond prices? Rise, fall, stay the same, or is
there no relationship?

5) Mortgage Question
True or false: A 15-year mortgage typically
requires higsher monthly payments than a 30-

year mortgage but the total interest over the

life of the loan will be less.

In sum, a measure of financial literacy
adopted is a collection of the five questions
above.

3.1.2 Financial Literacy Measure 2 (FLM2)
This measure is based on the aforementioned
S&P Global FinLit Survey (S&P, 2014).

The measures is based on four basic questions

to gauge financial Table

S&P Global FinLit Survey

Financial Literacy Measure 2

Suppose you have some money. s it
safer to put your money into one
business or investment, or to put your
money into multiple businesses or

Risk Diversification

Does buying a single company's stock
usually provides a safer return than a
stock mutual fund?

[no; yes; don’t know; refused to

Suppose over the next 10 years the
prices of the things you buy double. If
your income also doubles, will you be
able to buy less than you can buy today,
the same as you can buy today, or more
than you can buy today?

[less; the same; more; don’t know;
refused to answer]

investments?
answer]
[one business or investment; multiple
businesses or investments; don’t know;
refused to answer]”
Inflation

Imagine that the interest rate on your
savings account was 1 percent per year
and inflation was 2 percent per year.
After 1 year, how much would you be
able to buy with the money in this
account?

[more than today; Exactly the same;
less than today; don’t know; refused to
answer]

Suppose you need to borrow 100 US
dollars. Which is the lower amount to
pay back: 105 US dollars or 100 US
dollars plus three percent?

[105 US dollars; 100 US dollars plus
three percent; don’t know; refused to
answer|

Numeracy (Interest)

Suppose you borrow money from a
moneylender for 1,000 Baht at the
interest rate of 2 percent per day. You
agree to pay interest back to the lender
on a daily basis. How many Baht per
day that you have to pay the lender?

[2 Baht/Day; 20 Baht/Day; 200
Baht/Day; don’t know; refused to
answer]
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Suppose you put money in the bank for
two years and the bank agrees to add 15
percent per year to your account. Will
the bank add more money to your
account the second year than it did the
first year, or will it add the same amount
of money both years?

[more; the same; don’t know; refused to
answer|

Suppose you had 100 US dollars in a
savings account and the bank adds 10
percent per year to the account. How
much money would you have in the
account after five years if you did not
remove any money from the account?

[more than 150 dollars; exactly 150
dollars; less than 150 dollars; don’t
know; refused to answer]

Compound Interest

Suppose you had 100 Baht in a savings
account and the interest rate was 2
percent per year. After 5 years, how
much do you think you would have in
the account (if you do not make any
more deposit, withdraw, or the bank
does not close your account)?

[More than 102 Baht, Exactly 102
Baht, Less than 102 Baht; don’t know;
refused to answer]

Note: “correct answers in bold

Based on the above four questions, S&P (2014) defines a financially literate person as
an individual who correctly answers at least three out of the four financial concepts

described above.

IV. Data Analysis and Results

4.1 Data Attribute

Data were collected through on-line question-
naire during 15th — 27th March 2012, where
there were 78 Thai respondents in total. In this
section, attributes of the data are discussed.
Sex

The majority of the sample are female (64.1%)
and the rest (35.9%) are male.

Age Group

The age attributes are divided into 2 groups,
due to small sample size, i.e. 18 — 39 accounted
for 88.5% and 40 — 59 for 11.5 percent.
Education

59 percent of the respondents are college
graduate, 33.3 percent were higher than
bachelor’s degree graduates, and 7.7 percent

were diploma graduates. Therefore, the majority

of the respondents are well-educated.
Monthly Income

Income distribution of the respondents are
illustrated as Figure 1: Income Distribution

below:
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Figure 1: Income Distribution
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Monthly Income in THB

64.1 percent of all the respondents have income higher than THB 12,500 monthly.

Employment Status

89.7 percent of all the respondents are either self-employed or full-time workers, 2.6
percent are part-time worker, 5.1 percent are students, and 2 percent are unemployed.

4.2 Financial Behaviour
This section reports financial behaviour of the
sample group on the five questions of financial
behaviours (FSA, 2006b; and Lusardi, 2011):
1. Make Ends Meet
When asked to rate their satisfaction of their
current financial situation on the scale of 1 to 5,
59 percent of the respondents report medium
satisfaction, 17.9 percent and 6.4 percent
reported low and not satisfied at all respective-
ly. Only 1.3 percent and 12.8 percent claimed
very high and high satisfaction, respectively.

In response to the question regarding the
respondent’s current financial situation, 61.5
percent reported that “/ am able to pay all

their monthly expenses, and there is still money

left to spend on what | want,” 26.9 percent
reported “/ am just able to pay all my monthly
expenses, but there are no money left for me
to spend or save.” While only 9 percent
reported either they are not at all able to their
monthly expenses or able to pay for some
months.

This seems that the majority of the respondents
are able to make ends meet and can manage

their expenses well.

2. Manage Debt

71.8 percent reported that they have debt burden
of some types. For those who have debts, their
debts can be characterised Table 2: Debt Type

and Percentage of Respondents below.
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Table 2: Debt Type and Percentage of Respondents

Debt Type

% of Respondents

Physical Asset Debt (e.g. house, land, condominium)

Vehicle Debt

Education Debt

Investment Debt (e.g. debt of investing in business)

Electronic Gadget Debt (e.g. mobile phone, computer, tablet)

29.49

26.92

23.08

11.54

8.97

Respondents were also asked to report their sources of loan. Their loan
sources are reported in Table 3: Loan Sources and Percentage of Respondents.

Table 3: Loan Sources and Percentage of Respondents

Loan Source

% of Respondents

Financial Institutions (e.g. bank, co-op)

Credit Card (e.g. AEON, Easy Buy)

Informal Financial Institution (e.g. friends, relative,

moneylender)

78.95

38.6

17.54

Monthly Debt Payment: Respondents were also asked regarding their monthly debt
payment, where 87.5 percent of those with debt reported to able to pay all monthly debt
payments on time and never falling behind. Only 12.5 percent reported that they are

able to repay the debt only for some months.

3. Plan Ahead

In this section, respondents’ behaviour of financial
planning is reported into three categories,
namely, planning for rainy day, retirement, and
children education.

For Rainy Day

59 percent of the respondents reported that
they have prepared funds enough for at least
3 months to cover expenses when they are
unable to work (in unexpected circumstances

of sickness, job loss, economic downturn, or

other emergencies), and 17.9 percent reported
that they will survive for one month should
such a situation occurs. While 21.8 percent
reported that they have not prepared for such
a situation.

Insurance Coverage: Personal insurance
coverage: 58 percent of the respondents reported
that they are covered by some type(s) of personal
insurance.

Property Insurance coverage: 48.7 percent



53 M3ENSINEASAANTTINaUTEYNm

reported that their property is covered by some
kind of property insurance (e.g. fire insurance,
house/building insurance, and car insurance
that cover more than that mandated by the
law). For those who reported that they are
covered by property insurance, only 26.9%
have fire insurance and/or house/building
insurance, while 38.4 percent reported that
they have acquired car insurances that cover
more than legal requirement.

For Children’s Education

For respondents who have children, 78.9 percent
reported that they have planned for their
children’s education, in the form of saving (57.9%),
saving and education insurance (10.53%), and
saving and let them help themselves (5.3%).
For Retirement

When asked at what age does the respondent
expect to retire, 48.7 percent replied at the age

of 60, while 35.9 percent expect to retire at

ages less than 60 year old. The rest 14.1 percent
reported that they expect to retire after their
60. This is asserted by 2007 AIA Life Matters
Annual Index that most Thais are expected to
retire at 60.

However, when asked whether they have
planned for their retirement only 33.3 percent
stated yes. The rest 66.6 percent are either
have thought about it or have not thought
about preparing for retirement at all.

As shown in Table 4, when asked the question
“When do you think you will start setting up
your retirement plan? Or if you have already
planned for your retirement, when did you do
that (at what age)?,” 50 percent of the
respondents reported that they will start plan
for their retirement when they are over 40
years old. 24.4 percent replied that they do
not know when they will not plan for retire-

ment.

Table 4: Age range of setting up a retirement plan

When will (did) you plan for your retirement?

% of Respondents

20-29

30-39

40-49

50-59

60-69

Do not know when [ will plan for retirement.

6.4

19.2

16.7

20.5

12.8

24.4




Regarding the question of how much does
the respondent expect to spend each month
after retirement, 60.25 percent reported that
they will spend around THB10,001 - 15,000 or
less per month. Given Thailand’s 2012 annual
inflation rate of roughly 3 percent, in the next
20 years, the value of THB 15,000 will equal
approximately THB 8,300, which can be hard to
live on. This is consistent with the financial
literacy question on inflation rate (in Section
4.3) that only 42 percent of the respondents
could not answer the inflation question
correctly, implying they did not take inflation
into account of their estimation.

Then, the question of which source of
fund the respondent expects for to use after
the retirement is asked, 34.6 percent reported
from their own saving alone, while 29.5 percent
expected to use a combination of funds from

work pension accompanied with fund from
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their children, from their own saving, and/or

from retirement insurance.

4. Choose Financial Products

Bank Account

99.2 percent of all respondents have some
types of bank saving account, where 40 percent
of those with bank account reported to save
regularly (as soon as they receive their monthly
salary), and about 60 percent reported to save
once in a while (after there is a left over from
other expenses).

Other Financial Assets

56.4 percent of all respondents reported that
they also have other types of financial products
rather than just a bank account. Respondents
who have invested in other types of financial
product invested are reported in Table 5: Financial

Investment below.

Table 5: Financial Investment

Financial % of All
Investments Respondents
Bank Account 99.2
Insurance Policy 34.6

GSB’s or BAACSs

Lottery” 24.4

Mutual Fund 14.1

Note: “GSB is Government Savings Bank and

BAAC is Bank for Agriculture and Agricultural Co-Operatives.
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Knowledge of Financial Products

When asked to check on listed of financial
products that the respondent has knowledge
of, namely, 1) bank account of any type, 2)
Government Savings Bank’s or Bank for Agriculture
and Agricultural Co-Operatives’ lottery, 3) Debt
Security, 4) Equity Security, 5) Derivative Contract,
6) Insurance Policy, 7) LTF/RMF, and 8) Other
Mutual Fund, more than 90 percent of the
respondents stated that they know bank
account of any type; more than 80 percent
indicated that they know more than just one

financial product, and only 15 percent claimed

that they know financial derivative contract.

5. Stay Informed about Financial Matters

In this regards, all respondents were asked a
question, namely, “On a scale from 1 to 5,
where 1 means not at all and 5 means very
high, how strongly do you agree or disagree
with the following statements? - | regularly
keep up with economic and financial news.”

The majority of respondents claimed they were
moderately keeping up with economic and
financial news (score 3). More details are reported

in Table 6: Stay Financially Informed below

Table 6: Stay Financially Informed

Scale Percent
1 (Not At All) 5.1

2 (Low) 21.8

3 (Medium) 44.9
4 (High) 21.8

5 (Regularly) 6.4
Total 100.0

4.3 Financial Literacy

This section discusses the results of financial literacy scores obtained from the

sample.

Financial Literacy Measure 1

Table 7 reports percentages of respondents who answered each financial literacy
question of the Financial Literacy Measure 1 correctly.
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Table 7: Percentage of Respondents Who Answered
Each Financial Literacy Measure 1 Question Correctly

Financial Literacy Measure 1 Percent
Interest Rate 84.6
Inflation 154
Bond Price 20.5
Mortgage 71.8
Risk 25.6

The question on interest rate seems to
show that the respondents did really well. The
worst answers that the respondents did are
bond price, risk, and inflation questions. This
might imply that they are neither familiar with
investing in bond, nor the concept of risk
diversification. In order to promote investment
in financial markets, a considerable room for
improvement in these areas is needed. There

are only 15.4 percent who could answer the

inflation question correctly.This reflected earlier
on financial planning, that the repondents does
not take into account inflation and time-value
of money, because they have littlle knowledge
on these issues.

In terms of total question answered corretly,
64.1 percent of the respondents answered
correctly three questions or more, but only 7.7
percent could answer all five questions correctly.

The results are shown in Table 8 below.

Table 8: Percentage of Respondents Who Answered
Financial Literacy Measure