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Executive summary Report

Thailand has entered aging society; therefore, savings will be important tools for
Thai employed person to allocate resources across their life-cycle, especially during
retirement period. Promoting savings in early stage of work is an essential step to maintain
workers'’ life sustainability. As a result, it is important to understand savings behavior,
particularly among those who have high potential to save and those who have low
potential to save, in order to help policy guiding for promoting private savings in Thailand.
This research aims to achieve three main objectives. First, to study income pattern,
spending behavior and savings of Thai employed persons; second, to study and
understand their purpose or motivation of savings and saving patterns; third, to prepare
suggestion about promoting savings among various group of population. The study
focuses on the data derived from employed persons aged 20 and above, classified by
occupations, work status, age, income levels, and region. Data used in this study came
from two sources (1) The Household Socio-Economic Survey (SES) produced by the
National Statistical Office from 1988 — 2006. (2) Primary data collected from field surveys
among 2,028 employed persons aged 20 and above, covering 88 Amphurs and 29
Districts of the overall 15 Provinces of Thailand. Results from the study can be

summarized in 8 points as follow:
1. Life cycle and future plan

1.1 The studies of income and expenditure patterns from the Household Socio-
Economic Survey show that average income of employed persons in Thailand is
consistent with the life cycle hypothesis, that is

- Employed persons have higher income as they get older

- Peak of employed person’s income occurs at age between 45 — 55 years
old, after that average income tends to decline as age increases

- Employed persons’ consumption expenditures continue for the whole life,
including post retirement phase when there is no income

- From the above conclusion, entering aging society of Thai population
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would lead to decreasing savings while dependency ratio is increasing unless serious

and systematic saving promotion measures are introduced.

1.2 However, data from field study shows that

- More than 50% of employed persons have no life plan. Most of them are
low income (less than 10,000 Baht per month) or old age workers (above 40 years old).
Particularly for old workers, if no early savings is initiated, saving period could be too
short. Therefore, their savings are inadequate for living during post retirement period.

- About 25% of the sample has concerns about living in the retirement
period, they still do not plan for it. These worries come from lack of adequate savings to
live in elderly years, unreliability on their children or inability to find new job. In particular,
higher age group workers (40 years old or above) and lower income (particularly lower
than 5,000 baht per month) have more concern than those in other groups. Besides,
informal employed persons do not concern about their life when they get old. This survey
shows that not only informal employed persons will have risk in life security; they can also
be government’'s burden in the future. The study involves retirement preparation scheme,
perception in savings and life planning, work uncertainty which may cause difficulty in life

planning, is further required.

2. Savings potential of Thai employed persons

2.1 The study of savings potential from the Household Socio-Economic Survey
shows that potential to save depends on income, where income also depends on
occupation and region of work and varies according to age. High income group, such as
those in chief position (including general manager, and high ranking bureaucrats),
professionals (including scientists, physicians, and engineers), has higher potential to
save. On the other hand, low income group such as those in operation level workers in
agricultural and fishery sectors, those in handicraft and related business, those in
machinery and manufacturing sectors as well as those in production sectors such as
agricultural, fishery, mining, construction, manufacturing, and transportation, have lower

savings ability. Data from field study also confirms the above conclusion.
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2.2 Survey shows that ability to save increasing continually from 20 years old to 50
years old and decreasing eventually due to decreasing income and significantly declining
after retirement. On average, the wealthiest period is between 50- 54 years old . As a
result, savings potential varies according to income change. This result corresponds with

the study of data from the Household Socio-Economic Survey.

2.3 Besides, survey also corresponds with the fact about Thailand’s income
distribution and average income classified by regions; i.e., workers in Bangkok have
highest average income and, thus, highest capability to save. This follows by workers in
Central region, South, North and finally those in North-East who have the lowest per capita

income in Thailand.

2.4 Employed persons in urban area have continuing capability to save until about
50 years old and then it decreases gradually resulting from change of income level and
lower opportunity. Whereas, employed persons who live outside the city area maintain

low income and low saving capability throughout their life.

2.5 When asking employed person to do self-evaluation on saving capability,
workers who can save account for 60.7% while 39.3% said they have no ability to save.
Among this latter group, 26.4% has balanced earning and expenditure, 9.0% needs to

borrow in order to make ends meet and 3.0% has capability to save but does not do so.

Among those who cannot save, particularly employed persons who have
capability to save and have no outstanding debts, reason for not save is the constant
needs to buy new products. Workers in this category are in both high and low income.
Those who have capability to save but not yet save are an important target of saving
promotion measure. Such measures must give priorities to changing spending behavior,
changing attitude about life security and increasing access to saving tools as well as
increasing financial literacy.

For those who cannot save because they have balance income and
expenditure, which accounts for 26.4% of total workers, they cannot save because
household’s consumption burden is high and current income is too low. Employed person

in this category are among low income group.
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Considering household expenditure pattern, most of the household’s
spending is essential expenditure. Therefore, measures to reduce family expenditure in
order to increase savings are limited. From the Household Socio-Economic Survey,
spending on food accounts for 32.87% of total household expenditure; followed by
housing and furniture expense (21.05%), transportation expense (14.53%), and others
(10.52%). Other expenses are recreation (5.53%), medical expense and personal
expense (4.32%), communication (2.44%), alcoholic drinks (1.96%), loan interests

(1.55%) and tobacco (1.30%).

2.6 From the same field survey focusing on employed persons who can save,
savings ratio (savings per main and subsidiary income) equals to 27%. However, when
combining samples from workers who unable to save and who able to save, savings ratio
becomes 16%. The evidence shows that savings rate is high in early working age but
reduces significantly in the middle of working period after 35-39 years old despite of
increasing income. Therefore, we find important conclusion that saving promotion must be
introduced in early stage of working and should be done continually to maintain or

increase savings ratio when the employed person get higher income.

2.7 Secondary job is considered an alternative way to increase income. Most of
employed persons that have secondary job are workers in higher age group, particularly
those 40 — 49 years old, low income or insecure income who earning less than 5,000 baht
per month, workers in agricultural and fishery sectors, and labor in informal sector. They
can save more both in terms of savings amount and savings ratio. This part of study
confirms the necessity of economic growth promotion policies which expand economic
activities base and working opportunities for all so that workers in all categories can gain

income which would lead to overall higher savings and more security for individual.

3. Savings pattern

3.1 Data from the Household Socio-Economic Survey between 1988 — 2004 show
that pattern of household asset accumulation does not change much over time. The

highest value asset of Thai family is cash, bank deposit, land and house, and family
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business investment respectively. It is worth mentioning that the last type of asset

accumulation has significantly lower proportion than the first three.

3.2 In term of asset accumulation pattern classified by family structure, the study
found that family type has strong influence over savings pattern. Families with elderly and
children outside Bangkok area have higher asset accumulation in form of cash than other

types of families.

3.3 With regards of savings pattern preference, bank deposit is the most popular
(60.3%) followed by cash holding (21.5%) and saving-type life insurance (18.2%). Further
study shows that short term deposit is more popular (accounts for 72.7%) than fixed
deposit (10.1%) and current account (4.8%). Therefore, the purpose of savings is not for
long term asset accumulation. This reflects partly that workers’ income (with the average
income of 15,438 Baht) may not high enough to invest in long-term savings. This fact also
shows that long term savings is not yet popular in Thailand; and the study also found that

buying long term bond is popular only among higher income group.

3.4 Considering the relationship between saving preference and other factors, low
income workers prefer high liquidity form of savings. Higher education workers prefer long
term saving. If government wants to promote long term saving; therefore, increasing
income measures should be developed together with expanding financial literacy.

Result of the study also shows that cost or ease of access to financial
institution influences savings patterns in each area. Sampling in municipality area gives
significance in commercial banks deposit and life insurance while sampling outside
municipality area prefer to save with local saving groups. Therefore, the government must
promote savings according to Thai people’s preference along with developing grass-root

financial institution and expanding financial service coverage.

3.5 According to relationship between savings pattern and education levels,
higher education group prefers long term savings and in various forms. Partly, this is
because of their ability to access financial services, possess higher financial literacy, work

in more secured job, and have relatively higher income. The study found that:

(1) Employed persons with lower-than high school education prefer to
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save with saving group in the area, deposit with commercial bank, and hold cash,
respectively.
(2) Employed persons with high school education or with diploma level

prefer to save with banks, hold cash, and life insurance, respectively.

(3) Employed persons with bachelor degree prefer to save in form of bank

deposit, life insurance, and savings with cooperative society.

4. Savings objectives
In order to analyze Thai employed persons’ motivation to save in form of cash or
commercial banks’ deposit, further study in their savings objectives as well as the study of

savings criteria and savings preference, are conducted. Results are:

4.1 Savings objectives include savings according to life cycle usage, preparation
for emergency and as family heritage. Preparation for emergency is the most important
objective in every age group or income group. Employed workers put top priority in
savings for sickness, accident or other disasters. Savings for children’s expense and
savings for retirement are also important but with lower priority. Interestingly, workers in
formal sector give importance to retirement savings than workers in informal sector. This is
partly because workers in formal sector have more certain cash flow. Savings for
retirement and savings for heritage are more important in older age group in which

savings for entrepreneurial investment becomes less important

4.2 It can be concluded from the study that the use of emergency (sickness,
accident, and disasters) is the main reason for savings. Therefore, the employed persons

prefer to save in form of cash or deposit which has high liquidity.

5. Criteria for types of savings

From the study of criteria for savings pattern selection, we found that

5.1 Four most important savings criteria are 1. Convenience to withdraw or deposit
despite small amount of savings 2. Guarantee of the principal deposit 3. High liquidity 4.

Simplicity and easy to understand for all age and income groups.
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5.2 Those aged 60 and older prefer simple saving instruments. This is also
because older workers feel more comfortable with lower risk instruments despite of lower
return. Those workers with income lower than 25,000 baht see the convenience to
withdraw and deposit despite small amount of deposit, securing of the principal and high
liquidity as the most important factors. Those who have income more than 25,000 baht
give equal importance to securing of principal and convenience of withdrawal and
deposit. This confirms the result of study that workers prefer to save in form of cash or

bank deposit.

6. Savings preference and knowledge

Considering criteria for choosing financial institution, the study shows that
convenience of access (such as close to home) is the most important factor (61.3%).
About 87.9% of the sample can visit banks conveniently. For those who cannot access
banking service, 80.6% prefer to save in form of cash. From the above study, we may
conclude that government must support local financial organizations as alternative

financial service providers with convenient and low cost of access for workers in the area.

Regarding savings knowledge, employed persons know savings (as well as loan)
tools well such as ATM card and personal credit card (AEON, Easy Buy, First Choice, and
etc). However, in term of basic financial knowledge, more than 70% do not have adequate
financial literacy. Only 15.9% can correctly answer the question asked about the annual
interest rate of 1,000 baht interest payment per month for 10,000 baht loan. As many as
79.5% do not know saving interest rates of commercial banks. About 81.2% of the sample
does not know the meaning of LTF. Only 1.6% knows and understands LTF well. The older
the workers, the higher proportion of those who do not have basic financial knowledge. In
every level of income groups, proportion of those who have no basic financial knowledge
is higher than those who have. Comparing among those workers who do not have
financial knowledge, proportion of workers with low income is higher than those with

higher income level.
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7. Savings for retirement

7.1 From the study about concerns of post retirement living and saving capability,
we found that unable-to-save workers have the most concern. Those who can save
enough have less concern and no concern at all. In addition, the study reveals that

workers also want to have higher income even after retirement.

7.2 Most of employed persons who can save do not save in long term. Some have
long-term saving in term of life insurance. The study shows that high income level
workers, young age group workers and workers in urban area have high proportion of
saving-type life insurance. Therefore, there is concern that those out of the mentioned

groups have no income security when they get old.

7.3 The study also found that workers in formal sectors who have income security
from the government turn to be long-term savers for their retirement with insurance
companies and private financial institutions. Workers in this group tend to have various
forms of post retirement (income) security more than those workers in informal sectors. On
the contrary, informal workers save with saving group and funeral savings, used for their
own funeral or for the living of the rest of their family not for their own retirement. This

finding shows that workers in formal sector have more stable cash annuity. From such

evidence, government must give importance to retirement security system for workers in

informal sectors so they have opportunities to create such security for themselves.

8. Measures to promote savings

From the above study together with the fact that Thailand has entered aging

society, savings is considered an important economic factor to maintain and promote

future potential of the country. This study proposes that

8.1 Increase income and reduce expenditure

(1) Promote increased income and create job opportunity particularly
among those low income or unsecured income groups who earn less than their necessary

expenditure, led to inability to save or can save only in small amount or fall in debtor
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position. The study shows that the most important saving factor is income level. Higher
income level tends to have higher potential to save. Therefore, macroeconomic
management targeting stable economic growth is the essential condition to promote
savings. Also, it is necessary to increase income in form of salary, wages and agricultural
payment as well as income from business especially SMEs type which is in low income
base group. Increase of wages and salary should be based on the increase of labor
productivity, which is regarded as stable income increase policy and does not cause
pressure on inflation. Promoting secured income from secondary job is also necessary to
increase income, particularly among those low income and unsecured income workers
such as farmers and fishermen so that workers in this risk group have secured cash flow
and can plan for sustainable savings.

For employed persons in middle income level group, income-increasing
policy would enhance effectiveness of various forms of savings because once workers
can increase their income to certain level, they have higher opportunity to gain more

returns from the variety of their savings which would be an important economic drive.

(2) Income-increasing policy must be conducted along with expenditure reduction
program. Increase income alone is inadequate for saving promotion. Those who have
liquidity constraint problem (having potential to earn in the future but unable to borrow for
current consumption) would spend as much as they earn when their income increase.
Furthermore, those employed persons with middle and high income levels and those
workers with saving capability but not yet save tend to spend more if they earn more
because they have needs for new products. Sufficiency ideology is necessary in order to
educate them to change their spending behavior by reducing unnecessary consumption,
making household account, savings more and promoting savings knowledge.
Government can also help reducing necessary expenditure such as housing, education
and transportation through fiscal policy (tax and government spending) by lower home

loan interest, subsidize education fee and improve public transportation etc.

8.2 In term of promoting savings knowledge and savings conscious, the result of

the study shows that most people do not realize the importance of savings and do not
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plan for future/ financial planning. About 40% of employed persons have not yet saved.
Promoting savings knowledge and create savings conscious should be the main policy to

be done with income increase. Recommended measures are

(1) Educate people about the significance of savings. This should be a
part in every school level so they see the importance of savings before entering work
force. Savings should be announced as the national urgent agenda. Set up the campaign
of “Savings for Secured Life” which could be common motivation for the whole society to
realize the benefit of savings and create constant activities to accelerate the effect. All
media such as radio, television, printed matters, local radio should be invited to join the
promotion campaign. A governmental organization should be set up to host the country’s

savings in macro and micro levels for the harmony of this saving promotion.

(2) Promote personal financial planning and support private sector’s

financial planning service, covering population in the countryside.

(3) Provide basic financial education in order to improve basic knowledge
of finance, investment, savings, financial management as well as financial risk. Doing so
will allow workers to manage their savings and investment efficiently, both in terms of
increasing savings level and increasing forms of savings which create opportunity to
increase savings return. This basic financial knowledge should be included in all

education levels.

(4) Promote knowledge through employer's organization. Employer
organization both in government and private sectors must educate their employees about

retirement pensions so they realize the saving necessity.

8.3 In terms of increasing financial mechanism efficiency, different saving
promotion measures should be introduced according to target groups both for middle/

high income levels in the city and middle/ low income levels in the countryside.

(1) For employed persons with middle/ high level income in the city,
government should continue current saving promotion through various forms of savings

such as government pension fund, social security fund, Office of Private Education
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Commission’s financial assistance, retirement fund, life insurance, LTF, and RMF.
Financial products should be more various, particularly pension fund-type life insurance is
regarded as private sector’s retirement savings. Currently, most of Thai people know and
buy only saving-type life insurance. Tax Policy could be supporting measure. Special
benefits for purpose specific savings such as savings for education or housing may also

be introduced.

(2) For employed persons with middle/ low income in the countryside,
government should support the role of government specific purpose financial institutions
and local financial organizations. This policy partly helps local needs in terms of bank
access (physically and psychologically) as well as helps reduce access cost for those in

countryside. New channels of savings, such as post office, should also be considered.

(3) Strengthen local financial institution, in terms of administration,
accounting, legal enforcement and internal audit, in order to increase customers’

confidence and reduce the risk of financial loss.

(4) Government’s specific purpose financial institutions, local financial
organizations and government pension fund must be the main mechanism to promote
financial knowledge, educating, supporting and introducing appropriate saving level and

pattern for workers.
8.4 Develop government’s pension fund scheme

(1) Government should help prepare retirement income security for those
who do not have one such as establishing the national pension fund specifically for

workers in informal sector. Local administrative organizations can be supporters.

(2) Government may increase savings by establishing National Retirement
Fund as proposed by Ministry of Finance for those who already have retirement income
security and for workers in informal sector who already have high saving potential such as

workers in management levels, law administrations and high ranking bureaucrats.
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8.5 Strengthen social protection network to help create living security for those
who cannot save and have low capability to save. In order to lessen the loss from life
uncertainty, government should promote the role of local financial institution as well as
strengthen social protection network such as social welfare (disable/ accident/ disaster)
and emergency loan fund. With government's assistance, people can reduce their
precautionary savings and shift their asset accumulation into the one with more efficient

and higher return.
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