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Abstract 

Using survey responses from a hitherto unavailable data source of government 
employees, we examine the savings and investment preferences of Thai public sector 
pension plan members. While much research has concerned the savings and investment 
decisions of private sector workers, very little is known about the investment decisions 
underlying public sector pension funds and the savings and investment preferences of 
the employees who are their members. We find that the degree of risk aversion and 
approach to investment and savings decision-making is heterogeneous across the 
spectrum of respondents.  Public sector employees do not rely solely on their pension 
contributions to ensure an adequate income in retirement and the range and choice of 
asset classes are a function of members’ perceived financial sophistication and their 
approach to savings.  The research provides much needed insight into the preferences 
of public sector workers and the appropriate asset allocation distribution for public 
pension funds. 
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Introduction 

In recent years, there has been a coordinated effort to empower pension plan 

members through giving them greater choice in the range of investments a fund 

can make on their behalf.  Much of this innovation has been in the US and 

Europe, but there is now a serious discussion on the merits of allowing some form 

of input from members of pension plans in other countries.  An important logic 

that underpins this move is that investors are able to decide in a rational and 

unbiased way on the correct allocation of asset classes in their portfolio.   

 Although investor rationality is a fundamental axiom of classic financial 

theory, there is a body of work that challenges the predictions of this paradigm.  

For example, Barber and Odean (1999) show that investors trade excessively and 

sell performing securities before it is rational to do so.  Mullinathan and Thaler 

(2000) find that investors are unable to adhere to rational objectives even though 

they accept their logic.  Finally, Bernatzi and Thaler (2002) report that individuals’ 

investment preferences are very similar to the median of investment possibilities, 

suggesting that investor autonomy is not value maximizing.    

In this paper, we examine the variability in pension plan member preferences 

and draw out some insights on the potentialities of allowing members a choice in 

their asset allocation decisions.  We make several substantive contributions to the 

literature.  First, we investigate the variability and appropriateness of public sector 

employee preferences.  All research on investor preferences to date has related to 

private sector workers, investment professionals, and sophisticated investors.  In 

many countries, public sector workers offset lower pay during their working life for 

a generous pension package in retirement.  This makes pension plan investment 

decisions particularly important for this social demographic.  With the public 

sector workforce in many countries approaching nearly fifty percent of the total 

employed, a study of this type is much needed. 
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Our second contribution relates to the sample of study.  We survey public 

sector workers in Thailand who contribute to their government’s pension fund 

throughout their whole working life.  In a developing economy like Thailand’s, 

the social benefits of a guaranteed defined benefit pensions are clear.  Social 

security services are emergent and many people are supported by their families 

upon reaching retirement age.  Most of the population supplements their pension 

with other investments in asset classes like property and gold.  We were given 

access to members of the Thai government pension fund to carry out the largest 

survey of its type relating to both private and public sector pensions and thus our 

results provide valuable information on investor preferences in an emerging 

economy.  This is another contribution that has never been considered in earlier 

research work. 

Our survey methods are founded on the standard approach of disentangling 

the degree of investor risk aversion from the approach to making decisions (feeling 

versus thinking).  For a representative sample of nearly one thousand pension 

plan members, we asked a wide range of questions to ascertain the respondents’ 

saving and investment preferences and modeled each investor according to risk 

aversion and decision-making character. These were then used to ascertain whether 

differences across public sector personality types lead to differences in asset 

allocation decisions.     

We find that pension plan member preferences are dependent on age, marital 

status, number of children and education. Similar to private sector workers, 

individuals who identify themselves as risk averse take a logic-based approach to 

making investment decisions compared to risk-lovers who use a feeling style to 

making decisions.  Public sector employees seem able to understand risk and can 

make sensible investment decisions irrespective of how they approach decision 

making or their tolerance of risk.   
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Interestingly, those individuals who said they were confident in making 

business decisions answered questions relating to risk and return better than other 

less confident individuals.  However, with respect to decisions that required 

financial knowledge, all individuals who were very confident of their ability 

answered all financial questions incorrectly.  We did find some evidence that 

individuals who desired to make their own investment decisions were correct most 

of the time.  Again, this capability was variable with nearly thirty percent of 

individuals wishing to choose their pension allocation decisions themselves 

showing little or no understanding of correct investment decisions. 

With respect to how much individuals wished to save, younger pension plan 

members saved more than older workers suggesting more confidence in the state’s 

ability to pay out full pension benefits in retirement.  Understandably, those who 

earned more in salary and were better educated saved more towards their pension.  

In addition, employees with no dependents saved more than individuals with 

children. Finally, investors that used a logical thinking style and were less risk averse 

opted for investment in bonds and shares, whereas those individuals who used a 

feeling approach preferred property and precious metals. 

Overall, our results support the view that public sector workers make savings 

and investment decisions based on their personal circumstances rather than their 

personality type.  There is also some evidence of asset allocation decisions being 

characterized by the degree of risk tolerance and decision-making style. Given the 

differences between public and private sector workers and emerging and developed 

markets, it is very surprising that the results in the present research are similar to 

those in other, more developed countries.  This should give policy makers and 

regulators some confidence in extending research findings from other 

environments to their own sphere of influence.  

 The rest of the paper is organized as follows.  Section 1 describes the Thai 

institutional environment and Section 2 develops our theoretical and empirical 
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foundation for the research. Section 3 presents details of the sample and research 

design, and Section 4 reports our main results and presents some robustness 

checks.  Section 5 offers some conclusions. 
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1. Institutional Background 

Established on 27 March 1997, the Thai Government Pension Fund (GPF) 

provides a second pillar of defined contribution (DC) retirement benefits for public 

sector employees, and this complements the traditional defined benefit (DB) 

pension plan.  The DC scheme is mandatory for all individuals who are appointed 

in the public sector after 27 March 1997.  Individuals who were in public sector 

employment prior to this date are still eligible for pension benefits from the DB 

pension plan.  In other words, all new government officers bear the investment 

risk of their retirement benefits.  Employees who receive pension benefits under 

Pillar I can also select the scheme (DB or DC) in which they participate.  Finally 

the defined benefit pension plan will remain until the last person in the scheme 

retires in 2037. 

When the Government Pension Fund was initiated, all participants had to 

contribute 3% of their salary, and this was matched by the government with an 

additional 3% of salary.  In December 2007, the Government Pension Act (1997) 

was reformed to allow members to contribute more to their pension if they so 

desired.  From 10 January 2008, plan participants can make additional voluntary 

contributions, but not greater than 15% of salary together with a constant 

contribution of 3% from the government.  Furthermore, in order to increase the 

level of contributions, a tax incentive was provided by the government with 

contributions of up to THB 300,000 (about $9,000) per annum being tax 

deductible.  The fund investment income is not subject to tax and the benefits 

provided by the fund are tax exempt. 

Restrictions on asset allocation in public sector pension schemes are 

generally set through national legislation.  These restrictions impose maximum 

and minimum portfolio weightings for both domestic and foreign assets. Like all 

other national pension funds, ministerial rules direct the investment portfolio of 

GPF, which is currently managed as a pooled fund. The Government Pension 
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Fund’s investment sub-committee can review the investment strategy of the fund 

and make recommendations to the board of directors on the future investment 

strategy of the fund. 

The investment mix in the pooled GPF has been amended to allow fewer 

restrictions and to permit strategic rebalances over time.  From February, 2008, 

the fund was restricted to having no lower than 60% low-risk securities.  The 

maximum investment restrictions are 35% of fund assets in capital market equity 

instruments, 25% of fund assets in overseas market instruments and 8% of fund 

assets in real estate.  The investment objective sets the twelve-year average 

investment return before costs equal to the average inflation rate plus 2.75%, which 

historically has been 7.04 percent. 

The GPF performance was significantly affected by the financial crisis in 

2008, earning a return of -5.15% and a loss (for the first time in its history) of THB 

16,997 million (approximately $500 million).  Consequently, asset allocation policy 

has become more conservative and 72% of fund assets are now allocated to low 

risk securities.  The proportion of capital market equity investment fell from 23% 

to 19%, whereas the proportion of fixed income grew from 63% to 67%. 

It is the intention of the government to offer scheme members 

investment choices by the end of 2010, when fund members will be able to decide 

their personal plan by choosing both the contribution percentage (savings decision) 

and the asset allocation (investment decision) of their pension.   
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2. Theoretical and Empirical Framework 

In the finance and economics literature, individuals rationally choose investments 

and allocate their money to maximize personal wealth.  However, significant 

evidence exists that personality heterogeneity may be a prominent driver of 

differences in savings and investment behavior, and that it may lead to seemingly 

irrational choices among subsets of the population. 

 In the context of the present study, Benartzi and Thaler (2002) argue that 

savings and investment rationality can only exist when individuals have well defined 

investment preferences. Permitting investment choice by pension plan members is 

therefore suboptimal since members do not have clearly set investment and savings 

criteria. Inertia and lack of confidence may lead pension plan members to maintain 

investment allocations when it is clearly not rational to do so (Samuelson and 

Zeckhauser, 1988).   

 Further evidence of individual irrationality is provided by Benartzi and 

Thaler (1999, 2001) who show that members of DC schemes make decisions on 

the basis of short term fluctuations in plan value, even though their investment 

horizon is significantly longer.  Of more concern is that investors follow a simple 

asset allocation heuristic of dividing their investment equally across permitted asset 

classes, irrespective of their attitudes to risk. 

 Finally, there is strong evidence from the US that pension plan members 

invest in assets that are familiar to them.  For example, Benartzi (2001) and Van 

Derhei (2002) show for DC corporate pension plans, many employees choose to 

invest excessively high amounts in their own company.  

 Contrasting much of the previous literature on DC member savings and 

investment decisions, Byrne (2007) finds, for a sample of UK corporate pension 

plan members, that decisions are mainly consistent with finance theory.  

Financially informed members are likely to behave in a more sophisticated way 



 

9 

 

than members who are less informed, although in all cases members invested more 

heavily in property than would be expected.   

 Public sector employees have traditionally been characterized differently 

from those in the private sector and investment professionals. Boyne (2002) 

reviews the evidence from 34 empirical studies on the differences between public 

and private sector managers.  A general consensus is that public sector managers 

are less materialistic in their attitudes.  Moreover, Beulens and Van den Broeck 

(2007) find that public sector workers are less extrinsically motivated and focus 

more on work-life balance than their private sector counterparts. 

 With respect to risk aversion, the common view is that public sector 

workers are more averse to risk than individuals in the private sector.  The lack of 

ownership rights in public sector organizations, greater scrutiny and accountability 

in the public sector, and higher levels of formalism through red tape are cited as 

major contributors to public sector organizational tolerance to risk.  However, 

whether public sector employees have the same attitude to risk for their personal 

decisions than for decisions within the workplace is uncertain.  In fact, Bozeman 

(1998) finds that tolerance to risk varies significantly across different types of public 

sector organizations, suggesting that there may be less differences to risk aversion 

between public and private sector workers than previously thought. 

   We also consider savings and investment decisions in an emerging 

market context.  La Porta, Lopez-de-Silanes, Shleifer and Vishny (1999, 2001, 

2002, 2007) report that differences in the legal, economic, and financial 

environment can have a major impact on the structure of a country’s corporate 

environment.  Social security structures form different ways of behaving.  For 

example, countries with poor law enforcement and legal development are more 

likely to have stronger business elites and informal social networks.  As individuals 

rely less on the state to provide protection and stability, social and business 

networks become more prevalent.  In the context of savings and investment 
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decisions, it is likely that individuals will rely on other sources of income from 

government pensions in emerging economies.   

 Our empirical tests focus on two aspects of member decisions regarding 

retirement.  First, we consider the savings decisions of public sector workers – 

that is, their attitudes towards saving for retirement. Secondly, we examine the 

investment decisions of plan members and their asset allocation preferences across 

a range of asset classes.  It is important to differentiate public sector workers 

according to their attitudes to risk and financial knowledge.  Given previous 

research that finds heterogeneity in risk attitudes across public sector organizations 

(Bozeman, 1998), such a characterization of individuals is necessary.   

 

3. Sample and Research Design 

3.1 Sample 

We carry out a detailed survey on investment and savings choices of a random 

sample of pension scheme participants in the Thai Government Pension Fund.  

As of 31st December 2008, the target population covered 1,167,378 members and 

questionnaires were randomly distributed in October 2009 to 6,000 fund 

members1.  Our covering letter identified the research objectives and made a 

request to the fund member for his/her assistance in completing the questionnaire.  

We neither offered any inducement nor a deadline for return of the questionnaires. 

Previous surveys of GPF members used stratified sampling, whereby the 

population was classified in accordance with pre-specified factors, i.e. government 

official identity, gender, and age.  Given that there has been no prior theoretical 

characterization of public sector pension plan members, we chose not to adopt a 

                                                      

1 The theoretical target sample size was 399 using Yamane’s (1973) formula, n = 
N/1+N(e2), Where n = sample size, N = population size, e = the desired α 
significance level (5%). We predicted that only six to seven percent of survey 
targets would respond and so chose an initial target sample of 6,000 
questionnaires. 
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stratified sampling approach.  This is because any stratification rubric should 

implicitly identify important characteristics of the sample without theoretical basis.  

Furthermore, incorrectly weighting pre-specified factors to divide the sample could 

result in an unrepresentative sample bias leading to erroneous results.  In contrast, 

pure random sampling imparts no sample bias and, thus, is the approach we follow. 

Within four months, we obtained 931 useable replies.  It should be noted 

that the sample size is very large relative to other pension fund surveys (Byrne and 

Rhodes, 2006; Byrne, 2004; Benartzi and Thaler, 2001), although the 15.51 percent 

response rate is rather low in absolute terms.  Table 1 compares the distribution 

of our sample to that of the population by three characteristic factors: type of 

government official, gender and age.  Population summary statistics were 

provided by the Thai GPF.  

Our sample of respondents is representative of the demographic 

characteristics of the Thai government pension fund population, giving us 

confidence that our test sample is representative of the broader population (see 

Table 1).  Although civil officials are overweighted in the sample (37.15% 

compared to 28.27% in the population) and police officers are underweighted 

(19.03% against 28.86% in the population), the sample is not statistically different 

from the population as evidenced by an insignificant chi-squared test.  

An important attribute of our sample is that the distribution of 

respondents across gender (male and female) is almost identical to the population 

of members.  Gender has been shown in a number of studies to be a key 

determinant of an individual’s risk tolerance and research has found that women 

tend to take on lower amounts of risk than men, which has a significant bearing on 

investment choice [See, Sundén and Surette (1998) for a discussion of the relevant 

literature].  Given the representative balance between male and female 

respondents, our findings will not be biased by either the documented risk aversion 

of women or higher levels of risk taking that has been found to exist in men. 
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With respect to age distribution, our sample had significantly more older 

respondents than would be expected from the population of Thai Government 

Pension Fund members. This may be a natural reflection that pensions become 

more relevant to individuals as they move towards retirement.  In addition, as 

individuals age and have families, savings and retirement decisions become more 

relevant.  The net impact is that our sample is likely to have a higher proportion 

of risk averse respondent than would be expected.  Although not ideal, this 

should not prevent more general conclusions being drawn from our analysis. 

> 

Figure 1 presents addition characteristics about the demographics of our 

sample population.  75% of our sample respondents are married and this 

correlates with the skewness we observed in the age profile of our sample and also 

the fact that a large percentage of our sample have one or more children.  An 

important factor that emerges about our sample is that almost everyone has some 

form of education with 64% of the sample having a bachelors degree or higher.  

Almost 25% of the sample has a Masters degree.  As such any findings we 

observe are not the result of a lack of understanding or comprehension of the 

questions asked which would result if our sample was dominated by low levels of 

literacy or numeracy.   

The final parts of our demographic characteristics are the current methods 

of saving in our sample.  In looking at contributions to the pension that is 

provided by the Thai government 98% of the sample pays 3% of their salary to the 

scheme.  This in itself is an interesting finding as 3% is the legal minimum 

payment that can be made to an individual’s pension plan.  Although most of our 

sample (90%) know that 3% is the minimum and they can save more, they still elect 

to only contribute the minimum amount required to be in the pension scheme. 

Again from Figure 3, when asked about how confident an individual is 

about their standard of living in retirement over half of the sample are not sure 
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about what quality of life they can expect in retirement.  If this finding is 

combined with the fact that 90% of respondents choose not to pay addition 

contributions above the minimum, and the fact that 50% of the population are 

saving through other means such as insurance and investments there is clearly a gap 

in the public’s knowledge about how best to contribute to their pension and how 

this relates to their wealth in retirement 

3.2 Research Method 

Our objective in designing the survey was to characterize the scheme members’ 

savings decisions for retirement, their return/risk perceptions, knowledge and 

attitude towards making investment decision, and possible cognitive behavioural 

biases.  The questions are similar to Byrne (2004) who examined savings and 

investment decisions of UK private sector defined contribution pension members.  

However, we also extend our investigation to address issues that are specific to the 

Thai government pension scheme and provide further insights regarding our 

central hypotheses. 

The questionnaire contained six parts.  The respondent’s demographic is 

addressed in Part I of the questionnaire.  Part II looks at their risk tolerance 

toward real-life decisions.  Part III analyses respondents’ understanding of risk 

and the risk-return trade-off.  The respondents’ views on investment advice, 

investment knowledge and investment choices are considered in Part IV, Part V 

and Part VI, respectively.   

 

4. Empirical Results 

Section four presents our empirical results.  First we discuss our sample 

characteristics and demographics. Second we analyze how respondents to our 

survey characterize their own risk tolerances and risk perceptions.  We then move 

on to analyze whether the individuals in our sample actually understand 
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fundamental investment concepts such as risk-return trade-offs.  Finally we 

discuss respondents responses on investment advice, their own investment 

knowledge and investment choices.   

4.1  Sample Demographics 

Our sample of respondents is representative of the demographic 

characteristics of the Thai government pension fund population, giving us 

confidence that our test sample is representative of the broader population (see 

Table 1).  Although civil officials are overweighted in the sample (37.15% 

compared to 28.27% in the population) and police officers are underweighted 

(19.03% against 28.86% in the population), the sample is not statistically different 

from the population as evidenced by an insignificant chi-squared test.  

An important attribute of our sample is that the distribution of 

respondents across gender (male and female) is almost identical to the population 

of members.  Gender has been shown in a number of studies to be a key 

determinant of an individual’s risk tolerance and research has found that women 

tend to take on lower amounts of risk than men, which has a significant bearing on 

investment choice [See, Sundén and Surette (1998) for a discussion of the relevant 

literature].  Given the representative balance between male and female 

respondents, our findings will not be biased by either the documented risk aversion 

of women or higher levels of risk taking that has been found to exist in men. 

 With respect to age distribution, our sample had significantly 

more older respondents than would be expected from the population of Thai 

Government Pension Fund members. This may be a natural reflection that 

pensions become more relevant to individuals as they move towards retirement.  

In addition, as individuals age and have families, savings and retirement decisions 

become more relevant.  The net impact is that our sample is likely to have a 

higher proportion of risk averse respondent than would be expected.  Although 
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not ideal, should not prevent more general conclusions being drawn from our 

analysis. 

Figure 1 presents addition characteristics about the demographics of our 

sample population.  75% of our sample respondents are married and this 

correlates with the skewness we observed in the age profile of our sample and also 

the fact that a large percentage of our sample have one or more children.  An 

important factor that emerges about our sample is that almost everyone has some 

form of education with 64% of the sample having a bachelors degree or higher.  

Almost 25% of the sample has a Masters degree.  As such any findings we 

observe are not the result of a lack of understanding or comprehension of the 

questions asked which would result if our sample was dominated by low levels of 

literacy or numeracy.   

The final parts of our demographic characteristics are the current methods 

of saving in our sample.  In looking at contributions to the pension that is 

provided by the Thai government 98% of the sample pays 3% of their salary to the 

scheme.  This in itself is an interesting finding as 3% is the legal minimum 

payment that can be made to an individual’s pension plan.  Although most of our 

sample (90%) know that 3% is the minimum and they can save more, they still elect 

to only contribute the minimum amount required to be in the pension scheme. 

Again from Figure 3, when asked about how confident an individual is 

about their standard of living in retirement over half of the sample are not sure 

about what quality of life they can expect in retirement.  If this finding is 

combined with the fact that 90% of respondents choose not to pay addition 

contributions above the minimum, and the fact that 50% of the population are 

saving through other means such as insurance and investments there is clearly a gap 

in the public’s knowledge about how best to contribute to their pension and how 

this relates to their wealth in retirement 

. 
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4.2  Personal Risk Tolerances 

The next section of our results looks at how people perceive their own risk 

appetites and how comfortable they are making their own investment decisions.  

The most striking fact that emerges about how individuals perceive their own risk 

appetites is highlighted in Figure 7.  Out of the total sample that we have 

collected, 83% of individuals categorize themselves as risk averse.  This has a 

number of implications.  First, if people are risk averse, and they understand any 

risks that they are bearing, then this may led to sub-optimal investments as peoples 

investment decisions will be skewed towards low risk investments.  Consequently 

their investment choices will not generate sufficient returns to provide adequate 

incomes in retirement.  Second, if people do not understand the levels of risk that 

they are taking they may opt for investments that do not provide appropriate risk-

return trade-offs and this again will lead to poor asset allocation decisions. 

 More interesting is the fact that despite over 80% of the sample describing 

themselves as risk averse, when asked “Based on your feeling about risk and potential 

returns, what is the goal of your pension fund investment?” 75% of the sample said that they 

were willing to accept moderate to high levels of risk in their pension portfolio.  

This is clearly at odds with individuals’ perceptions of the risk that they are willing 

to bear.  As such individuals cannot relate their own risk preferences with their 

investment goals.  Again this creates problems in designing the optimal defined 

contribution scheme as the choices that individuals will make will be sub-optimal as 

individuals cannot link their investment risks with their personal risk appetite. 

 This inability to understand the link between their personal risk appetite 

and their investment decisions is again highlighted by Table 4c.  Over 75% of the 

sample said that they could not accept any potential losses on their accumulated 

capital.  Again this implies a substantial disjoint between the risks individuals say 

they are willing to bear, their personal risk tolerance and investing.   
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 Consistent with prior findings on the disposition effect (Shefrin and 

Statman (1985) we also find that the respondents in our sample will not sell 

investments that have made substantial losses.  Instead they say they would 

choose to hold on to stocks that have lost large amounts of value in the hope that 

they will recoup some of this loss over time.   

From Table 4h our results show that almost 65% of our sample would 

hold onto their investment.  If this disposition effect is combined with the results 

of 4f we can also see that individuals’ exhibit over confidence in their own decision 

making.  From table 4f it can be seen that over 40% of respondents said that a 

substantial loss in investment value does not matter as long as the quality of the 

investment has not deteriorated. A large part of our sample therefore exhibit over 

confidence in their own investment choices as they are unable to see that a 

substantial loss in value implies that the quality of the underlying investment is 

poor. 

 The final set of questions again highlights overconfidence within our 

sample.  When asked who should make their investment decisions with regards to 

their pension plan asset allocation almost 65% of respondents said that they would 

make their own investment choices.  Moreover, 25% of our sample respondents 

said that they would be willing to manage their own pension portfolio despite 

having insufficient investment knowledge to do so. 

4.3  Risk-Return Trade-Offs 

Our next set of questions address whether or not our sample respondents 

understand investment performance and risk-return trade-offs.  From table 5a it is 

clear that there is a very low understanding of investment performance 

benchmarking.  Almost 50% of the sample believe that investment risk is defined 

as receiving less money than expected from a given investment choice.  Only 26% 
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of respondents said that investment performance occurs relative to a suitable 

benchmark. 

 In trying to establish to what extent respondents understand risk return 

trade-offs respondents were asked “if you could increase the potential for obtaining higher 

returns with your investments by taking on more risk how would you invest?”  In responding 

to this question 25% of the sample said that they would be willing to take a small 

amount of risk with all of their investments, and 34% of sample respondents said 

that they would be willing to take more risk with some of their investments.  A 

large proportion of our sample therefore exhibits a tendency towards anchoring 

and adjustment.   

In their seminal work on decision making under risk Kahneman and 

Tversky (1974) showed that people will have an initial reference point from which 

they will make decisions.  Individuals therefore adjust what decisions they make 

based around this initial decision point.  As such, when asked if an individual 

would be willing to bear an additional amount of risk for a given amount of return 

a large proportion of our sample said that they would be willing to do so.  As a 

result respondents are willing to adjust their decision making from this initial 

anchor.  This however presents an issue in designing defined contribution pension 

plans. Slovic and Lichtenstein (1971) show that individuals will adjust their 

preferences depending on the way in which a question is framed, consequnetly 

when designing defined contribution plans, the way in which a choice is presented 

to individuals is of paramount importance as individuals adjust their preferences.  

Crucially, the adjustments that individuals make have been shown to be insufficient 

[Slovic and Lichtenstein (1971)].           
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4.4  Investment Advice, Experience and Choices 

The final part of our analysis considers the role of investment advice, savings rates, 

investment experience, and investment choices for our sample of respondents 

Table 6a presents how respondents rank financial advice from various sources, the 

results show that respondents do not rate professional advice highly.  On average 

respondents rank financial advice that is given by their bank the most highly.  

Following this, advice from an independent financial advisor is ranked second. 

Interestingly information that is provided by other financial advisors is ranked 

slightly below financial advice from a friend or family member.  As such much of 

our sample does not seek financial advice from the most qualified sources.  

Further, they do not, on the whole, value professional advice from qualified 

advisors such as an independent financial advisor.  Moreover, despite not valuing 

the investment advice of professionals, Table 6b shows almost our entire sample 

has never attended any professionally organized seminars on saving and retirement 

planning to improve their own financial literacy. 

 In looking at the savings choices of respondents our results from table 6d  

and 6e, a large proportion of our sample do not know if they are saving enough for 

retirement, and have never tried to estimate how much they should be saving.  

Further, the distribution of responses shows that much of our sample does not 

have a firm idea of how much should be set aside for retirement as responses vary 

from as low as 6% of income to as high as over 15%.  This variable response is 

also supported with the wide range of expectations that individuals have about how 

long their pension will support them for in retirement.  From Table 6g it can be 

seen that the expectations that people have about long they will be able to survive 

on their pension ranges from less than 2 years to as high as over 16 years.  In 

bringing these findings together it is clear that people do not understand how much 

income that they will need in retirement, how much they need to save to hit their 

target amount, nor do they have any idea about the relationship between what they 
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currently save for retirement and how long they will be able to survive on the 

pension that they will finally receive.  This is a significant problem in designing a 

defined contribution scheme as individuals need certainty in their retirement and 

our results suggest that the vast majority of the population is totally unaware of the 

key factors that will allow them to have increased certainty about their financial well 

being in retirement. 

 Our analysis moves on to consider knowledge and experience about 

investments.  As our results above show, 65% of our sample said that they would 

make their own investment decisions with regards to their government pension 

fund and 25% said that they would manage their own fund even if they do not 

have the requisite investment expertise.  From Figure 9 a high proportion of our 

sample almost 65% of our sample said they have limited or no knowledge about 

investments and 60% have no investment experience.  There is consequently a 

huge mis-match between the ability of respondents to manage their own funds and 

their desire to do so.  If individuals are choosing to make important decisions 

about their pension investments without the appropriate knowledge or experience, 

they will, in all likelihood, make the wrong choices with regards to asset allocation 

and investment risk and this will have significant consequences on their retirement 

incomes. 

 In Table 7 we try to assess whether our respondents actually have some 

basic investment knowledge.  It is important to test this since a survey response 

may be biased downwards by an individual’s perception of their own investment 

experience and knowledge.  However, the results in Table 7a and 7b confirm the 

low level of investment knowledge that is prevalent in our sample.  Over 65% of 

respondents do not understand the basic relationship between bond prices and 

bond yields.  Moreover, almost 60% of our sample could not work out how long 

it would take them to double their money with an annual return of 7% per annum.  
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This result confirms our assertion that individuals will make bad investment 

choices as a result insufficient investment knowledge and experience.   

In our analysis of respondents’ views on investment choices this strength of 

this finding is compounded.  Despite their inability to make informed decisions 

about investment decisions Figure 11 shows that 93% of our sample said that they 

would prefer to make investment decisions themselves.  While Figure 12 shows 

that 45% of people do not even know what their current asset allocation is in their 

pension plan.  Consequently, despite wanting to manage their own investments 

almost 50% of our sample have not made any investment choices and have 

therefore ended up in a default fund.  Again this can lead to considerable 

problems for scheme members as it is likely that the asset allocation across the 

default fund is not the optimal asset allocation to meet their own personal 

retirement goals or balance their risk-return profile. 

5  Summary and Conclusions 

To date almost all of the research into individuals’ savings and retirement 

decisions has focused on corporate defined contribution pension plans.  

Consequently, very little is known about the investment decisions 

underlying public sector pension funds or the savings and investment 

preferences of the employees who are members of these schemes. We 

therefore examine the savings and investment preferences of members of a 

public sector defined contribution pension plans. To the best of our 

knowledge this is the first extensive analysis of such a large public sector 

scheme. 

 In looking at the responses to our survey of Thai government 

pension fund members a number of important findings emerge.  First, 

despite categorizing themselves as risk averse, most individuals are willing 

to bear amounts of investment risk that are greater than notions of being 

risk averse would imply.  Second, this disjoint between self perceptions of 

risk tolerances and a number of the responses to questions in our survey 
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suggest that individuals do not understand investment risks and so they are 

inclined to exhibit tendencies towards risk taking/risk aversion depending 

on how a question is framed. Third, the majority of respondents do not 

know how much they are likely to receive in retirement or how much they 

should be saving for retirement.  Consequently, there is likely to be a 

significant mis-match between how much wealth individuals want/require 

to have in retirement and how much they will actually receive.  Last, 

despite many of our sample respondents admitting to having limited 

investment knowledge and experience, a result that was also backed up by a 

number of other questions, over 50% of our sample said that they would 

manage their own investments.  This is likely to lead to poor asset 

allocation decisions and subsequently inadequate incomes in retirement. 

 In bringing all of these findings together there are clearly a number 

of issues that have to be addressed when designing a defined contribution 

scheme for workers in the public sector.  If public sector workers are to 

have adequate incomes in retirement then plan participants need to be more 

financially literate and the design of plan options need to be presented in 

ways that minimizes the impact of the behavioral biases that clearly exist 

within public sector workers.  
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Part I Respondents’ Demographic Information 

Table 1 Demographic Characteristic Comparison between Survey Sample and the Population 

Table 1  reports  the distribution of  sample  relative  to  the population  in  the dimension of  types of government officials, 
gender  and  age.    Our  sample  covers  931 members  from  the  population  as  of  31 Dec  2008  (1,167,378 members).    *, 
**,*** refer to statistical significance at 10%, 5% and 1% level of confidence. 

   Sample %  Population %

I. Types of government officials   

Civil officials  328 37.15  330,184 28.27

Judicial officials, public prosecutors and civil officials of the office of the 
administrative court 

7  0.79  16,600  1.43 

Civil officials in a university and teachers  376 42.58  476,073 40.76

Police and military officials  168 19.03  337,088 28.86

Ordinary  parliamentary  officials,  civil  officials  of  the  Office  of  the 
National Counter Corruption Commission and the Office of the Auditor 
General of Thailand 

4  0.46  4,884  0.42 

Chi‐square test for specified proportion: Sample Vs Population 8.81  

II. Gender   

Male  474 53.50  626,621 53.65

Female  412 46.50  541,464 46.35

Chi‐square test for specified proportion: Sample Vs Population 0.01  

III. Age    

< 31 years  62 7.01  114,936 9.84

31 – 40 years  176 19.91  316,007 27.05

41 – 50 years  342 38.69  417,138 35.71

> 50 years  304 34.39  320,004 27.4

Chi‐square test for specified proportion: Sample Vs Population 41.79 *** 
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Figure 1 Education, Marital Status and Dependents 
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Figure 2 Salaries and Income 
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Figure 3 Contributions to GPF, Other Savings and Standard of Living in Retirement 
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Note: The respondents who contributed 3% of their salaries to GPF can be divided into two groups: know the contribution can be greater than 3% at 90% and do not 
know the contribution can be greater than 3% at 8%. 
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Part II. Respondent’s Risk Tolerances when faced with Real‐Life Decisions 

Figure 7 Self‐identified Risk Profiles 
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Table 2 How Comfortable are you making Investment Decisions? 

  % 

1. Not at all  34.60 

2. Reasonably comfortable  54.66 

3. Comfortable  9.00 

4. Very comfortable  1.74 

 

Table 3 Personality Types 

  Decisions based primarily on 
thinking 

Decisions based primarily on 
feeling 

More risk averse  21.91%  22.77% 

Less risk averse  33.83%  21.48% 
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Table 4 Respondents’ Attitudes toward Investment Risk 

a.) Based on your feeling about risk and potential returns, your goal of your pension fund 
investment is to 

 
1. Potentially increase portfolio value as quickly as possible with the acceptably higher levels of risk  4.9

9 
%

2. Potentially increase portfolio value in the long run with the acceptably moderate to high levels of risk  70.
9 

%

3. The safety of investment principal  24.
1 

%

 

b.) Do you agree with the statement “I want a guarantee of the income from my investment, even if 
I have to accept a lower rate of return.”? 

 
1. Strongly agree  22.34  % 

2. Agree  50.54  % 

3. No opinion  7.16  % 

4. Disagree  16.7  % 

5. Strongly disagree  3.25  % 

 

c.) Do you agree with the statement “I can’t afford any possible loss of accumulated assets 
regardless of the potential return.”? 

 
1. Strongly agree  34.39  % 

2. Agree  42.42  % 

3. No opinion  6.22  % 

4. Disagree  14.82  % 

5. Strongly disagree  2.15  % 
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d.) Which of the following statements best describes your overall approach to investing as a means 
of achieving your goals 

 
1. Having a relative level of stability    30.02 % 

2. Moderately increasing investment value while minimizing potential for loss of principal  29.48 % 

3. Pursue investment growth with moderate to high levels of risk and principal fluctuation  4.59  % 

4. Seek maximum long‐term returns with maximum risk and principal fluctuation.  2.07  % 

5. A balance between principal appreciation, preservation of principal and current income  33.84 % 

 

e.) It is fact that most of investment value fluctuates all the time.    How would you feel if an 
investment you had committed to for ten years lost 30% of the initial investment value? 

 
1. I would be extremely concerned and would sell my investment  19.76 %

2. I would be concerned and may consider selling my investment  22.69 %

3. I would be concerned, but I would not consider selling my investment  43.87 %

4. I would be overly concerned given my long‐term investment philosophy.  13.68 %

 

f.) If your investment portfolio sustains a significant loss, how long would you be willing to wait to 
recover the investment value? 

 
1. I cannot wait  1

2.62 

2. not longer than 3 months  9
.14 

3. 3 to 6 months  1
4.91 

4. 6 months to 1 year  2
1 

5. It does not matter, as long as the quality of investment has not deteriorated   4
2.33 
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g.) As the investment in stock market is usually a part of long term investment, how do you feel 
about the decline of stock market index? 

 
1. I do not like it.  26.09 % 

2. I do not like it and some changes are acceptable because I know shares are best over the long term.  61.09 % 

3. I do not mind as it is a long term investment  12.83 % 

 

h.) The stock market fell by 25%. How would you have felt if your investment had fallen by 25%? 
 

1. I would have sold all my shares  11.28 % 

2. I would be concerned and would have sold some of my shares  22.34 % 

3. I would have been worried but would not have taken any action.  31.98 % 

4. This would not have been a problem to me – investing in shares is for the longer term.  28.59 % 

5. I will investment more in the stocks because this is an opportunity to gain in the future.  5.81  % 

 

i.) If you have Baht 1 million allocating for long term investment or for retirement, which plan will 
you prefer to invest? 

 
1. Plan A‐ average return Baht 7,000; Maximum return Baht 16,000; Maximum loss 6,000  41.14  % 

2. Plan B‐ average return Baht 9,000; Maximum return Baht 25,000; Maximum loss 12,000  13.18  % 

3. Plan C‐ average return Baht 10,000; Maximum return Baht 34,000; Maximum loss 18,000  25.00  % 

4. Plan D‐ average return Baht 12,000; Maximum return Baht 43,000; Maximum loss 24,000  5.23  % 

5. Plan C‐ average return Baht 13,000; Maximum return Baht 50,000; Maximum loss 28,000  15.45  % 
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j.) An increase in investment return is usually associated with an increase in the acceptable level of 
volatility or risk.    In order to achieve higher investment returns 

 
Fixed income  32.50  %

Thai large capitalization equity  63.63  %

Thai mid/small capitalization equity  11.43  %

International assets  25.59  %

Alternative investments  56.86  %

Real estate  38.13  %

 

k.) Investing in cash means the value of your investment does not fall.    However, over time, the 
“real” value of your money may actually fall due to the increase in living costs.    How do you 
feel about the real value of money declining? 

 
1. I like cash as I like the security.  31.24  % 

2. Cash is only for the short term.  33.00  % 

3. I am worried as keeping ahead of inflation is the most important thing, but do not know how to.  26.95  % 

4. I want to be in shares to give me the best chance of growing my investment.  8.80  % 

 

l.) What would be your approach for your pension fund? 
 

1. I do not know.  10.61  %

2. Low risk – I am worried about losing capital.  39.06  %

3. Balanced (medium risk) – I want returns, but not too much risk.  26.91  %
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4. High  risk  –  I want  to  aim  for  the  greatest  potential  return  and  am  not worried  about  the 
short term fluctuation.       

23.41  %

 
 

 
 
 
m.) If you are allowed to choose the investment mix to control over your own investment based on 

your preferences or the level of risk aversion, would you like to select your preferred asset 
allocation by yourself? 

 
1. No. I want to leave all decisions to GPF  19.98  % 

2. No. I do not have time to manage pension investment  15.15  % 

3. Yes. I will design my investment allocation myself.  40.07  % 

4. Yes. I would like to manage my pension investment, but do not know to do so.  24.81  % 
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Part III. Respondents’ understanding of risk and the risk‐return trade‐off 

Table 5 Understanding of Risk and Risk‐Return Trade‐offs 

a.) Which of the following statements best describes your definition of investment risk? 
 

1. Never losing any money over a chosen investment period  26.26 % 

2. Receiving less money than expectation over a chosen investment period.  47.69 % 

3. Receiving less money than a comparable benchmark over a chosen investment period.  26.04 % 

 
b.) If you could increase the potential for obtaining higher returns with your investments by taking 

on more risk, what would you be? 
 

1. willing to take a lot more risk with all of your money  2.54  % 

2. willing to take a little more risk with all of your money  26.9  % 

3. willing to take a little more risk with some of your money  33.96  % 

4. unlikely to take much more risk  36.6  % 

 
c.) “Aggressive investment can offer higher returns in the long‐term, but have to go through period 

of potentially large declines in portfolio value.    I would be willing to sustain potentially large 
and frequent declines in the portfolio if it increases the likelihood of achieving higher longer 
term returns.”    Do you agree with this statement? 

 
1. Strongly agree  9.59  % 

2. Somewhat agree  42.01  % 

3. No opinion  12.13  % 

4. Somewhat disagree  28.34  % 

5. Strongly disagree  7.94  % 
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Part IV. Respondents’ view on investment advice and saving rate 

Table 6 Attitudes toward Investment Advice and Savings Rates 

a. To what extent are you confident to rely on advice about investment decision from the 
following sources? [1 = not confident, 5 = strongly confident] 

 
1. Employer  2.39 

2. Independent financial adviser  2.97 

3. Other financial adviser  2.77 

4. Bank  3.32 

5. Insurance/ investment company  2.63 

6. Broker  2.26 

7. Friend or family member  2.78 

8. Internet/ on‐line resource  2.36 

9. Television/ newspaper  2.41 

 

b. Have you ever attend the conference or seminar about planning for retirement?    Please specify 
for the organization held 

 
1. No.  91.21  % 

2. Yes by the respondent’s own organization  4.67  % 

3. Yes by an external organization  4.13  % 

 

c. Which way do you communicate with the GPF? 
 
1. Email  6.2  % 

2. Phone  13.95  % 

3. Your organization via the department which co‐ordinate with GPF  71.65  % 

4. Letter  15.17  % 

5. In person  0.78  % 
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d. Have you ever tried to calculate how much you need to save for retirement? 
 

1. Yes ‐ I have done this on my own.  13.91 % 

2. Yes ‐ with the help of an adviser  16.96 % 

3. Yes ‐ using an on‐line resource/the internet  8.37  % 

4. Yes ‐ but I was unable to work it out  13.91 % 

5. No – I have not tried to do this  48.7  % 

 

e. What percentage of your income do you think you should be saving for retirement (including 
any contribution the government makes)? 

 
1. Up to 6%  26.6  % 

2.Between 7‐10%  25.95 % 

3. Between 11‐15%  9.77  % 

4. More than 15%  14.88 % 

5. Don’t know  22.8  % 

 

f. Given your desired level of expenditure in retirement, do you think: 
 

1. You are saving too much.  0.88  % 

2. You are saving the correct amount.  27.52 % 

3. You are saving too little.  28.95 % 

4. You don’t know if you are saving enough.  42.65 % 
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g. How long will you subsist from the GPF benefit after the retirement? 
 

1. Less than 2 years  6.08  % 

2. 2 ‐ 5 years  31.16  % 

3. 6 ‐ 10 years  38.12  % 

4. 11 ‐ 15 years  13.92  % 

5. More than 16 years  10.72  % 

 

Part V. Investment knowledge and understanding 

Figure 9 Respondents Investment Knowledge and Understanding 
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Figure 10 Familiarity and knowledge with different Asset Classes 

[On scale 1 – 5, 1 = know nothing, 2 = limited knowledge, 3 = reasonably familiar, 4 = sound knowledge 
of investment and 5 = knowledgeable and experienced] 
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Table 7 Investment Knowledge 

a. If long‐term interest rates were to rise, what effect do you think this would have on the value of 
a fund invested totally in fixed income securities (bonds)? 

 
1. The value of fund would rise  18.74 % 

2. The value of fund would fall  8.16  % 

3. The value of fund would stay the same 6.62  % 

4. Don’t know  66.48 % 

 

b. If an investment earns a return of 7% per year, roughly how long do you think it will take for the 
value of that investment to double? 

 
1. 5 years  4.96  % 

2. 10 years  16.08 % 

3. 15 years  15.09 % 

4. 20 years  5.29  % 

5. Don’t know  58.59 % 
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Part VI. Respondents’ Views on Making Investment Choices 

Figure 11 With regards to Investment Choices, do you prefer to? 

1. Make the 
decisions 
yourself
93%

2. Have 
someone 
else make 
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for you
7%

 

Figure 12 How Often do you Review your Investments? 
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Figure 13 What is your Opinion about the Investment Allocation in the GPF Scheme 

1. Too narrow
5%

2. About right
12%

3. Too broad
10%

4. I don’t know 
what the 

current asset 
allocation of my 

pension is
45%

5. I don't know 
what is the best 
investment 
allocation 
should be

28%

 



 

39 

 

Figure 14 The appropriateness of the asset classes for saving for your retirement   

[On scale 1 – 5, 1 being inappropriate and 5 being correct] 

3.26
3.93
3.94

3.27
1.89

1.68
1.59

1.87
1.63

2.12
1.66
1.64
1.69

2.30
3.13

2.77
1.93

2.84

0.0 0.5 1.0 1.5 2.0 2.5 3.0 3.5 4.0 4.5

Cash

Bank deposits

Co‐op

Government bonds

Overseas government bonds

Corporate bonds

Overseas corporate bonds

Thai equity

Overseas equity

Mutual funds

Derivatives

Hedge funds

Exchange‐traded funds

Provident funds

Life insurance

Real estate

Venture capital

Precious metals

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

40 

 

Figure 15 Ranking the most  influential  factor  to your choice of  investments  for your 
pension fund   

[1 = the most influent] 
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Note:  The  other  factors,  which  are  specified  by  the  respondents,  are  management 
transparency and investment guarantee 
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