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Abstract

As life expectancy across the globe increases, the funding of pensions and allocation of 

portfolios are key budgetary concerns for both national governments and individuals in 

developed and emerging economies. We contributed to the scarce emerging economy 

pension research by examining decisions underlying public sector employee savings 

and investment preferences obtained from a survey of members of the Thai Government 

Pension Fund (GPF). Findings show that GPF members do not take advantage of 

tax savings benefits and exhibit a number of biases similar to those reported in the 

behavioural finance literature on mature western stock markets. Consequently, there 

is a disjoint between member self-perception of risk tolerance and the decisions they 

make, and there is evidence that this behaviour is influenced by cultural factors. For 

example, when members are empowered to make own asset allocation decisions, 

they switch from an initially conservative attitude to a more aggressive and risky 

investment approach. Given the volatility in global markets and the members’ lack of 

investment skills and over-confidence in their own abilities, it is especially important 

for governments to design member information sessions and provide a balanced, 

diversified default plan(s).
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Introduction

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

to have a greater choice in retirement saving and asset allocation decisions within 

defined contribution schemes. Initially, these policies were instigated in the US, 

Europe and Australia. However, as a result of the World Bank III Pillar approach to 

pension management, these concepts have now spread to less developed countries. An 

important assumption that underpins any system of allowing members to choose their 

own pension asset allocation is that they are able to choose, in a financially rational 

and unbiased way, the correct allocation of asset classes that maximise the risk/return 

trade-off and future retirement utility. We argue that in less developed Asian markets, 

due to a number of cultural and economic factors, the ability for pension fund members 

to rationally allocate their own asset portfolio is fundamentally more constrained, but 

of greater importance.

Although investor rationality is an axiom of classic finance theory, there is a body of 

work that challenges the predictions of this paradigm, even in developed stock markets. 

For example, Barber and Odean (2000) reported that investors trade excessively and 

undertake pre-emptive selling before it is rational to do so; and Mullinathan and 

Thaler (2000) showed that investors do not adhere to rational financial objectives, 

and individuals have an overconfident belief in their own valuation abilities (Shefrin 

& Statman, 1985). Finally, Benartzi and Thaler (2002) concluded that individual 

investment autonomy is not aligned with value maximisation. Given that stock 

market investors in mature markets, who are assumed to enter the market with some 

knowledge of risk/return trade-offs, are capable of making irrational investments, then 

the fundamental question arises whether a policy allowing individual pension fund 

members in an emerging market to make own asset allocations will lead to optimal 

retirement outcomes.

 

Our main contribution is to link the behavioural finance literature to individual 

government pension asset planning decisions in Thailand as an example of an emerging 

market that has imported western-style pension policies. We predict that importing 

western pension policies that implicitly assume financial rationality will not have 

favourable outcomes for pension members in Thailand.

Our research applies a unique data set from surveying a sample of members from the 

Thai GPF to examine savings and investment preferences. The results provided us 

with some insight into the relative merits of allowing individual members a choice in 

their pension allocation decisions. From these results, we are able to make a number 

of significant contributions. Firstly, to the best of our knowledge, this paper is the 

first to investigate pension preferences in an emerging economy of South-East Asia. 

Secondly, we consider the public sector because of the greater relative importance of 

pensions to wealth accretion. To date, most research on pension investment choices in 
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developed markets has focused on private sector workers, investment professionals and 

sophisticated investors (Gallery & Gallery, 2006). Public sector workers, in general, 

receive lower pay during their working life but receive a relatively more generous 

defined benefits pension package in retirement!hence accentuating the relative 

importance of pension decision-making. However, by importing western policies of 

allowing members to design their own asset allocations, this could lead to suboptimal 

pension outcomes detrimental to the long-term pension goals of individuals (and 

government). Furthermore, considering the public sector employee growth rate of 

36% in Thailand over the last five years, this study is a timely addition to the strategic 

pension literature in Thailand and developing economies.

Thirdly, we examined several possible behavioural issues that pension members may 

exhibit and how they might vary in the public sector. That is, we concentrated on a 

subsample of government workers whose financial decisions will prove critical in a 

culture reliant on prime family income. Our premise is that if developing governments 

introduce deferred contribution schemes (i.e. the funding risk is mainly transferred 

to members and then, through the pension allocation scheme, members are allowed 

to choose own asset allocation policies) then member asset choice decisions will be 

driven by several behavioural factors related to both savings and investment decision-

making. 

We initially considered the savings decisions of public sector workers in a system 
where increased contributions are incentivised via the tax system and found that 
pension members take very limited advantage of these savings incentives. We 
then investigated member attitudes to managing one’s own investment portfolio, 
information sources used in decision-making, attitudes to risk and ability to plan own 
retirement. Results showed that GPF contributors, in general, are risk averse. However, 
when given the option to make their own allocation decisions, they switch to a more 
aggressive portfolio despite a lack of knowledge about very basic financial matters and 
review procedures. Our public policy recommendation is that as an example of good 
governance, developing country pension schemes should provide adequate information 
and/or training to members in conjunction with a financially rational default scheme 
(see Gallery & Gallery, 2006 regarding governance). 

The following two sections describe the Thai institutional environment and provide a 

theoretical and empirical foundation for the research. The next two sections provide 

details of the sample and research design, followed by a report of the main empirical 

results. The paper then concludes with a summary and a discussion of the findings of 

the research and the relevant policy issues they raise.

Institutional background

Established on 27 March 1997, the Thai GPF provided a second pillar of Defined 

Contribution (DC) retirement benefits for public sector employees by replacing the 
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traditional Defined Benefit (DB) pension plan.2 On 27 March 1997, the DC scheme 

became mandatory for all individuals appointed in the Thai public sector. In other 

words, since then, all new government officers bear all of the risk associated with their 

pension such as diversification, longevity, liquidity, and country-specific and global 

risk. 

When the GPF was originally initiated, all participants were required to contribute 

3% of their salary, which was matched by the government with an additional 3% of 

salary. In December 2007, the Government Pension Act (1997) was further reformed 

to allow members to contribute more to their pension if they so desired. Effective 

from 10 January 2008, plan participants can make Additional Voluntary Contributions 

(AVCs) up to a maximum of 15% of salary in addition to the constant contribution of 

3% from the government. Further, in order to incentivise increased levels of personal 

contributions, contributions of up to THB 300 000 (about US$ 9000) per annum are 

free of tax, and the fund investment income is also not subject to tax. Thus, the benefits 

provided by the fund are effectively tax exempt.

 

Furthermore, in order to induce a greater degree of personal involvement, Thai 

government pension members have progressively been allowed a greater choice, not 

only in the contribution percentage but also in the allocation (investment) decision 

related to their pension assets (or they may accept a default allocation made by 

the pension fund administrators). From February 2008, the GPF allowed members 

to individually allocate their personal asset portfolio up to the upper limits of the 

parameters set for the pooled pension GPF default.

 

Restrictions on the level of asset allocation in the default GPF public sector pension 

scheme are set through national legislation—they provide maximum and minimum 

portfolio weightings for both domestic and foreign assets, with the investment portfolio 

managed as the default pooled fund. The GPF’s investment subcommittee has a review 

mandate on the investment strategy of the fund and makes recommendations to the 

board of directors about potential alterations. As an example, the investment mix in 

the pooled GPF has been amended several times to permit strategic rebalances. In 

February 2008, the default fund was restricted to having no lower than 60% low-risk 

securities with no more than 35% of fund assets in capital market equity instruments, 

25% in overseas market instruments and 8% in real estate.

However, performance was significantly affected by the financial crisis in 2008, 

with a negative return of 5.15% and, for the first time in its history, a loss of 

THB 16 997 million (approximately US$ 500 million). Consequently, the pooled 

asset allocation policy became more conservative, and 72% of fund assets are now 

2In a defined benefits scheme, the responsibility for pension payments remains with the employer and 

is usually determined by factors such as a proportion of final salary and years of service. With a defined 

contributions scheme, employer and employee salary payments are contributed to an accumulation fund, 

which constitutes the value of the final payout.
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allocated to low-risk securities. Moreover, the proportion of capital market equity 

investments fell from 23% to 19%, whereas the allocation of low-risk, fixed income 

grew from 63% to 67%. However, individuals may deviate from the default allocations 

by opting to undertake own allocations, up to the 2008 ceiling limits.

Theoretical and empirical framework

Individual investment strategies

There are two competing theories in the finance and economics literature developed 

in the mature capital markets of western economies. The first incorporates the core 

assumption that individuals have intimate knowledge of their utility functions, 

rationally choose investments and allocate savings to optimally smooth their lifetime 

consumption (Barr & Diamond, 2006).
 

The second theory suggests that behavioural characteristics may be a prominent 

driver of investment and savings choice for stock market investors. There are two 

subcomponents. Shefrin and Statman (1985) argued that a disposition effect of 

investor overconfidence means that individual investors overestimate their ability to 

increase wealth by their own trading activity and take on undiversified and/or high-risk 

investments. Investors believe they have superior predictive and valuation abilities 

compared to the market as a whole. In contrast, the second proposes that inertia and lack 

of confidence leads other investors to maintain conservative, suboptimal investment 

allocations (Samuelson & Zeckhauser, 1988). 

Regardless if the growing support for a behavioural investment bias is evident in well-

traded and developed stock markets, then the bias should be greater in pension funds 

where individual members are recruited from a wider cross-section of the population 

and do not have the equivalent level of financial acumen.

In terms of self-managed pension investments, there is limited support for a rational 

viewpoint. Byrne (2007) reported that financially literate members from a sample of 

UK corporate pension plan members more or less followed a logical investment plan; 

but less financially informed members lacked that ability. In addition, in all cases, 

members more heavily invested in property than was financially logical. However, 

the overall evidence tends to support a suboptimal asset allocation theory. Benartzi 

and Thaler (2001) reported that members of DC schemes make decisions on the basis 

of short-term fluctuations in the plan value, even though their investment horizon is 

significantly longer. Moreover, investors follow a simple asset allocation heuristic of 

dividing their investment equally across permitted asset classes, irrespective of their 

attitudes to risk (Benartzi & Thaler, 2001). Finally, there is strong evidence from the 

US that pension plan members only invest in assets they are familiar with. For example, 

Benartzi and Thaler (2001), and Van Derhei (2002) reported that many employees 

choose to invest excessively high amounts in their own company. 
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Hence, permitting investment choice by pension plan members will be suboptimal if 

members do not have clearly defined consumption, investment and savings preferences 

or a sufficient level of financial knowledge. One objective of this study is to determine 

if a behavioural bias exists in Thailand and whether it is induced by over-confidence 

or conservative attitudes.

Public sector strategies

Public sector employee attitudes have traditionally been characterised differently from 

those in the private sector. Boyne (2003) reviewed the evidence from 34 empirical 

studies on the differences between public and private sector managers and found that 

public sector managers are less materialistic in their attitudes. Further, Buelens and Van 

den Broeck (2007) reported that public sector workers are less financially motivated 

and focus more on work/life balance than do their private sector counterparts.

With respect to risk aversion, the accepted view is that public sector workers are more 

averse to risk than individuals in the private sector. This is explained by the lack of 

ownership rights, greater scrutiny and accountability, and higher levels of formalism 

evident through a high level of bureaucracy in public sector organisations. However, 

whether public sector employees have the same attitude to risk with regard to their 

personal decisions is uncertain. To complicate this issue further, Bozeman and Rainey 

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

public sector organisations. Hence, in the design of our survey, we attempted to tease 

out different risk attitudes across the spectrum of employees.

By considering savings and investment decisions in an emerging market public sector 

context, we also introduced country-specific factors that may affect investment bias. 

La Porta et al. (1999, 2001, 2002, 2007) reported that differences in legal, economic 

and social security, and financial factors can have a major impact on the structure of 

a country’s investment activities. That is, social structures influence different ways of 

behaving. For example, countries with poor law enforcement and legal development are 

more likely to have stronger but informal social networks. Consequently, if individuals 

are less reliant on the state for the provision of financial protection and stability, the 

importance of social networks increases, as does the importance of making sound, 

long-term pension decisions.
 

Several other differences exist between emerging and developed market populations. 

In developed countries, workers are bombarded with business news in the mainstream 

media and are generally financially aware. Levels of financial education are quite 

strong, with basic financial concepts included in most senior high school syllabi. This 

is not the case in emerging markets where teaching methods traditionally focus on rote 

techniques. Moreover, adults in less developed societies face different society norms, 

which may exert influence on their investment behaviour. They are expected to care for 

elderly relatives, have closer family bonds, stronger religious practice, weaker levels 

of social welfare and lower life expectancy. 
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Sample and research design

Sample

In order to assess public sector attitudes to risk and return, which influence pension 

saving and investment decisions, we undertook a detailed survey of investment and 

savings choices of a random sample of pension scheme participants in the Thai 

Government Pension Fund in October 2009. The potential target population covered 

1 167 378 members, and questionnaires were randomly distributed to 6000 fund 

members.3 Our cover letter identified the research objectives and made a request to the 

fund members for their assistance in completing the questionnaire. We offered neither 

an inducement nor a deadline for the return of the questionnaires.

 

Previous surveys of GPF members used stratified sampling whereby the population 

was classified in accordance with pre-specified factors for example government official 

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

of Thai public sector pension plan members, we chose not to adopt a stratified sampling 

approach. This is because a stratification rubric should theoretically identify important 

characteristics of the sample and this was not available. Furthermore, incorrectly 

weighting pre-specified factors to divide the sample could result in an unrepresentative 

sample bias that may lead to spurious results. Consequently, a random sampling 

approach was adopted.

The objective for designing the survey was to characterise the scheme members’ 

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

towards making investment decision and possible cognitive behavioural biases. The 

questions are similar to Byrne’s (2007) who surveyed the savings and investment 

decisions of UK private sector defined contribution pension members. However, we 

also extended our investigation to address issues that are specific to members of the 

Thai government pension scheme. The questionnaire contained subsection questions 

on demographics, savings decisions, attitudes toward risk, understanding of risk and 

return, pension management intentions and personal knowledge. 

Empirical results

Demographics

Within four months, we obtained 931 useable replies. We note that this sample size 

is large relative to other pension fund surveys (Byrne & Rhodes, 2006; Byrne, 2007; 

Benartzi & Thaler, 2001). As a benchmark, population summary statistics were 

provided by the Thai GPF, and Table 1 compares the distribution of our sample to 

3The theoretical target sample size was 399, and Yamane’s (1973) formula n = N/1+N(e2) was used; 

where n = sample size, N = population size, e = the desired ! significance level (5%). We predicted that 

only six to seven percent of survey targets would respond and so chose an initial target sample of 6000 

questionnaires.
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that of the population on the basis of four characteristic variables: type of government 

official, gender, age and education attainment of the respondents. 

Civil officials were somewhat over-represented (37.15% compared to 28.27% in the 

population) and police officers were under-represented (19.03% against 28.86% in 

the population). With respect to age distribution, our sample had significantly more 

respondents in the 40 plus age group than would be expected from the population of Thai 

GPF members. This may be a natural reflection that pensions, savings and retirement 

decisions become more relevant to individuals as they grow older, have families and 

move towards retirement, but it may also bias our results toward a higher appreciation 

and professionalism in pension matters. Finally, respondents were relatively highly 

educated with 64% having obtained a bachelors degree, 22% a masters and 1% a 

doctorate. Consequently, our sample is likely to have a slightly higher proportion of 

risk-averse respondents than would be expected, but also a greater propensity to save 

and engage in wealth-maximising investments as members approach retirement.4

One other important attribute of our sample is that the distribution of respondents 

across gender (male and female) is almost identical to the population of members. 

This is important because gender has been shown in a number of studies to be a key 

determinant of an individual’s risk tolerance, with women tending to take less risk 

than men. This clearly has a significant bearing on investment choice (see Sundén & 

Surette (1998) for a discussion of the relevant literature). Given this representative 

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

of women or higher levels of risk-taking noticed in men. In summary, our sample has a 

bias towards a finding that represents more engaged members in pension matters.   

4The referee suggested that we have a sample selection bias that may reflect the vocal majority. We agree 

that this is a potential weakness of our sample. But we also conjecture that we may have a sample that has 

a possible bias towards more refined decision-making from more educated and risk-averse, older mem-

bers. This being the case, the results of our research are potentially less behaviourally influenced than in 

actual practice. 
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Table 1: Demographic characteristic comparison between survey sample and the 
population

Sample % Population %

A. 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

B. 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

C. 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 ***   

D. Education     

Certificate 78 8.41 n/a n/a

Bachelor 597 64.4 n/a n/a

Master 201 21.68 n/a n/a

Doctorate 10 1.08 n/a n/a

Others 41 4.42 n/a n/a

Chi-square test for specified proportion: 
Sample vs Population

n/a

    
The Table 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 December 2008 (1 167 378 members); (*, **, *** refer to statistical significance at 
10%, 5% and 1% level of confidence). 
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Savings decisions

Table 2 reports respondents’ savings decisions and expectations about future financial 

needs in retirement. Since 2007, GPF members were permitted to voluntarily increase 

their savings contribution from the required 3% up to 15% along with generous taxation 

benefits. Interestingly, nearly 98% of respondents remained at the 3% minimum level, 

suggesting that some conservative behavioural motivation may be behind this inertia 

(Fry et al., 2007), especially given that 90% of respondents were aware that they are 

permitted to contribute more than 3%. Table 2 further documents that despite not 

voluntarily contributing more than 3% to the GPF, 72% think they are saving too little 

or do not know if they are saving enough, and 75% believe that they will be only able 

to survive 5 to 10 years in retirement based on their expected pension.5

  

One possible explanation for this low contribution rate to the GPF is that members may 

place a greater emphasis on the recent short-term performance rather than the long-

term performance in making their investment decisions (Kaustia & Knupfer, 2008). 

For example, the Thai GPF experienced a 5.15% loss in value in 2008, which was a 

significantly lower performance than other potential asset classes in which respondents 

could have saved/invested; therefore, alternative savings vehicles may have been 

deemed superior. Figure 1 shows that investment in cooperatives is the most popular 

alternative form of savings with a ranking of 3.94/5.00 (68.85% opted for this form of 

saving). Cooperative institutions are very common in Thailand, with nearly 2.3 million 

individuals having some form of investment in these institutions (Kasikorn Research 

Centre, 2009). Moreover, investment savings in cooperatives are seen as low-risk term 

savings options for individuals and are significantly more accessible than other forms 

of savings.

A substantial proportion of respondents ranked bank accounts highly as an alternative 

savings vehicle (ranking 3.93/5.00). Universal insurance (more than half of the 

respondents choosing this option) and cash and government bonds were also highly 

ranked. These savings options, with the exception of universal insurance which has a 

low liquidity, all have low risk/return attributes with relatively high liquidity. Other 

alternatives include holding precious metals (e.g. gold) and investment in property. 

Lower in the rankings were domestic equity and corporate bonds, and overseas equities 

and corporate bonds scored even lower. Interestingly, overseas equities and corporate 

bonds ranked lower than derivatives and hedge funds. Finally, results show that nearly 

one in four of the respondents had GPF as their only savings vehicle for retirement.

In summary, the GPF is arguably under-utilised as a savings vehicle, particularly 

when considering the tax benefits of additional contributions. It became apparent that 

a majority of respondents do not believe they are saving enough or are unaware of 

5According to the Thai Health Promotion Foundation, life expectancy for males is 69 and for females 76 

years.
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the appropriate savings rate that would be required for a desirable pension outcome. 

Alternative savings outside of the GPF by members are very conservative, with most 

of their savings invested in low-risk savings plans, which often have a very low level 

of liquidity. These results raise questions about financial attitudes towards risk and 

return, which will be considered in detail in the following section.

Table 2: Savings and expectations of GPF members

 %

A. Contribution and knowledge about savings percentage to GPF

Those who contribute only the statutory minimum 3% 97.91

Those who know the contribution can be greater than 3% 90.02

Those who do not know the contribution can be greater than 3%  7.91

Those who voluntarily contribute greater than 3%  2.09

B. What percentage of your income do you think you should be saving for 

retirement (including any contribution the government makes)

Up to 6% 26.60

Between 7-10% 25.95

Between 11-15%  9.77

More than 15% 14.88

Don’t know 22.80

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

You are saving too much?  0.88

You are saving the correct amount? 27.52

You are saving too little? 28.95

You don’t know if you are saving enough? 42.65

D. How long will you subsist from the GPF benefit after retirement

Less than 2 years  6.08

2 to 5 years 31.16

6 to 10 years 38.12

11 to 15 years 13.92

More than 16 years 10.72

The Table reports the distribution of savings decisions by GPF members for their retirement in 

terms of contribution to the fund and expectations of financial requirements after retirement. 

From 2007, members could voluntarily increase their savings rate up to 15% from the statutory 

minimum contribution rate of 3%. Panel A presents the decision to contribute at or greater than 

the minimum rate. Panel B shows the desired savings rate in total for retirement. Panel C and D 

report their expectation of savings relative to desired expenditure in retirement and the duration 

to subsist from GPF benefit after retirement.
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Figure 1: The appropriateness of alternative asset classes for saving for your retirement

Respondents were asked to identify how appropriate asset classes were for saving for your 

retirement. These asset classes include 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 estates, venture capital and precious metals. The scale ranges from 1 to 5; 1 being 

inappropriate and 5 most appropriate.

Attitudes towards risk

This section examines how pension plan members perceive their own risk preferences 

and how these preferences transfer into asset allocation decisions. A large majority 

(83%) identified themselves as risk-averse (see Figure 2). Similarly, Table 3 reports 

73% of respondents wanted a guaranteed income from their pension fund, and 77% 

said they could not afford to incur any loss from their investment regardless of potential 

return. Clearly, when combined with the responses in the previous section, which 

indicated a high desire for liquid and low-risk savings vehicles, we conclude that GPF 

respondents exhibit a high level of risk aversion. As a consequence, they should have 

preference for low-risk investments.

 

We then asked the respondents if they were allowed to choose the GPF investment 

mix to control their own investments, based on their preferences or the level of risk 

aversion, would they like to control and select their own preferred asset allocation. 

Nearly two thirds of the respondents indicated they wanted to have full control over 

their own pension investment mix. Only 20% of respondents wanted GPF to decide 

on the default investment allocation, with the remaining 15% saying that they did not 
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have time to construct their own investment strategy. So, whilst having a preference 

for low-risk strategies and a lack of financial knowledge, the majority of respondents 

prefer to manage their own investment decisions. We assume this would be to ensure 

the maintenance of low-risk investments—however, this was not always the case. 

There appears to be an interesting cognitive bias that emerged from the responses. 

Despite the fact that over 80% of the respondents described themselves as risk-averse, 

and 75% indicated that they could not bear losses, when asked if based on their feeling 

about risk and potential returns what would be the goal of managing their pension fund 

investment, 76% replied that they were willing to accept moderate and high levels 

of risk in their pension portfolio. This is clearly at odds with prior statements about 

personal risk aversion and the risk that they are willing to take. It appears that in 

general they profess to be risk-averse, but once they are given choices they exhibit 

signs of overconfidence (Shefrin & Statman, 1985). That is, they are now willing to 

back their judgment in taking on more risk.
 

A greater willingness to increase risk did not, however, extend to international 

investments. When asked about changing their investment asset classes, nearly 75% 

of the member sample would refuse to invest in international equities, with most 

individuals preferring domestic, large-cap firms or alternative investments with 

preferences ranging between 57% and 64%. Respondents therefore exhibited a strong 

home country bias.

Figure 2: Self-identified risk profiles

Respondents were asked to identify their own risk attitude defined as: risk averse, risk neutral 

and risk lover. Percentages are indicated for each level.

These results may have predominantely two major implications. Firstly, if people are 

risk-averse, then this may lead to suboptimal investments as investment decisions will 

be skewed towards low risk/return investments. Consequently, their investment choices 

will not generate sufficient returns to provide adequate incomes in retirement. 
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Table 3: Respondents’ attitudes toward risk 

%

A. Do you agree with the statement: ‘I want a guarantee of income 
from my investment, even if I have to accept a lower rate of return.’

Strongly agree 22.34

Agree 50.54

No opinion 7.16

Disagree 16.70

Strongly disagree 3.25

B. Do you agree with the statement: ‘I cannot afford any possible loss 
of accumulated assets regardless of the potential return.’

Strongly agree 34.39

Agree 42.42

No opinion  6.22

Disagree 14.82

Strongly disagree  2.15

C. If you are allowed to choose the investment mix to control your own 
investment based on your preferences or the level of risk aversion, would 
you like to select your preferred asset allocation by yourself?

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

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

Yes. I will design my investment allocation myself. 40.07

Yes. I would manage my pension investment, but do not know how to do so. 24.81

D. Based on your feeling about risk and potential returns, your goal of 
managing your pension fund investment is to:

increase portfolio value as quickly as possible with acceptable higher levels 

of risk

4.99

increase portfolio value in the long run with acceptable moderate to high 

levels of risk

70.90

maintain the safety of the investment principal. 24.11

E. 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, would you be willing to accept a higher percentage 
of allocation in the following asset classes? (Each respondent can select 
more than one choice.)

Fixed income 32.50 

Thai large capitalisation equity 63.63

Thai mid/small capitalisation equity 11.43

International assets 25.59

Alternative investments 56.86

Real estate 38.13
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Table 3 reports the percentage distribution of respondents’ attitudes toward pension fund 

investment. Panel A and B present opinions about the guarantee of investment income, and any 

possible loss with own investment management choice and strategies are shown in Panels C 

and D.  Panel E reports their willingness to diversify exposure to home country risk but to also 

accept an increased level of volatility.

And secondly, if members do not understand the level of risk they are bearing, they 

may opt for investments that do not provide appropriate risk/return trade-offs; this 

again will lead to poor asset allocation decisions (especially when taking on higher 

risk portfolios as they approach retirement). Again, this creates problems in designing 

the optimal, defined contribution scheme, as the choices that individuals make may 

be suboptimal if investment risks are not linked with personal income and liquidity 

requirements.

Pension portfolio management and personal knowledge

The final part of the analysis considered the role of investment advice, personal 

knowledge and possible management choices. In the above section we found that 

about two-thirds of respondents would prefer to make their own decisions with regard 

to asset allocation. We therefore investigated how individuals would make pension 

management decisions. In particular we considered whether respondents had suitable 

training to undertake this task or whom they would revert to when taking advice on 

investment matters.

We first determined their decision-making style by asking whether allocation decisions 

would rely on ‘thinking’ or ‘feeling’. Table 4 presents the participant responses 

regarding attitudes to investment risk, with 44% indicating that decisions would be 

based on feeling rather than thinking. We then questioned the respondents about the 

relevance of external advice influencing their decision-making by asking them to rank 

financial advice from various sources. These results are reported in Table 5. 

On average, respondents ranked financial advice given by banks the highest (3.32/5) and 

advice from independent financial advisors was ranked second (2.97/5). Interestingly, 

information that is provided by family or friends (2.78/5) is ranked above advice 

from other financial advisors or insurance/investment companies. In summary, a large 

proportion of respondents would manage their own GPF pension fund based on feeling 

and, given the family-oriented culture in Thailand, many may not seek financial advice 

from the most qualified sources but instead rely on family or close associates. 

We then assessed personal knowledge and ability to undertake investment decisions. 

Table 5 reveals that 91% of respondents have never attended any professionally 

organised seminars on saving and retirement planning to improve their own financial 

literacy. Further, 49% have not even tried to calculate how much they need for an 

adequate retirement income, and 14% who attempted this calculation were unable to 

do so. Moreover, Figures 3 and 4 provide further evidence on the relative experience 

and financial literacy of GPF respondents.
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Table 4: Decision-making styles 

Decisions based primarily on thinking Decisions based primarily on feeling

More 

risk-averse

204 212

21.91% 22.77%

Less 

risk-averse

315 200

33.83% 21.48%

This table reports the matrix between decision-making styles and the level of risk tolerance.

Table 5: Investment advice and personal knowledge

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 attended a conference or seminar about planning for retirement? Please 

specify for the organisation.

1. No. 91.21%

2. Yes, by the respondent’s own organisation.  4.67%

3. Yes, by an external organisation.  4.13%

c.  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. 48.70%
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Figure 3 reveals a high proportion of our sample (64%) reporting they have limited or 

no knowledge about investments, and Figure 4 shows 60% do not have any investment 

experience. Our analysis was then extended to include the respondents’ views on 

investment choices by asking about the default investment allocation in the GPF. 

Figure 5 shows that 45% of people did not even know what the current default asset 

allocation is in the pension plan, and 28% indicated that they do not know what the 

correct investment allocation should be.

Figure 3: How knowledgeable are you about investment matters?

Respondents were asked to identify their level of investment knowledge. Percentages are 

indicated for each category.

Our final approach was to test a basic understanding of interest rates and their effect 

on valuation. In this sense, it is a holdout test of actual knowledge and perceptions. 

Table 6 confirms a low level of basic interest rate investment knowledge. Over 92% of 

respondents do not understand the basic inverse relationship between bond prices and 

bond yields, and 84% did not know that, at a compound return of 7% per annum, the 

value of an investment would approximately double in 10 years.

When combined with the results in Table 3, we can only conclude that a high proportion 

of our sample do not understand how much should be set aside for retirement or have 

the appropriate knowledge to undertake sound investment planning and monitoring. In 

short, there is a large mismatch between the ability of respondents to manage their own 

funds and their desire to do so. Hence, if individuals are choosing to make important 

decisions about their pension investments without the appropriate knowledge or 
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experience, they will, in all likelihood, make wrong choices with regard to contribution 

rates, asset allocation and investment risk. Ultimately, this may lead to suboptimal 

pension investment outcomes for many individuals in the Thai GPF pension scheme. 

Figure 4: Which securities have you had the most investment experience with?

Respondents were asked to identify securities with which they have had the most investment 

experience. Percentages are indicated for each category. 

Figure 5: What is your opinion about the investment allocation in the GPF scheme?

Respondents were asked to identify their opinion about investment allocation in the default 

GPF scheme. Percentages are indicated for each category.
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 Table 6: Basic investment knowledge

Basic understanding of interest rate impacts       %

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)?

The value of the fund would rise 18.74

The value of the fund would fall  8.16

The value of the fund would stay the same  6.62

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?

5 years  4.96

10 years 16.08

15 years 15.09

20 years  5.29

Don’t know 58.59

Summary and discussion

To date, almost all of the research into individual pension savings and retirement 

decisions has focused on private sector defined contribution pension plans in developed 

markets. Consequently, very little is known about the investment decisions underlying 

public sector pension funds or the savings and investment preferences of pension scheme 

members in developing economies. This is despite the fact that, because of government 

budget constraints in developing countries, defined contribution pension schemes are 

progressively replacing defined benefit pension schemes with the concurrent ability of 

members to decide own asset allocation. As a proxy study we examined savings and 

investment preferences of a random sample of members from the Thai GPF defined 

contribution pension scheme.

 

Several key findings emerged. Firstly, most respondents were not taking advantage of 

the opportunity to increase their savings in the most tax-efficient manner via tax-free 

saving contributions to the GPF. Moreover, they do not know how much they are likely 

to receive in retirement or how much they should be saving for retirement. Secondly, 

despite categorising themselves as risk-averse, most individuals were willing to bear 

investment risk that is far greater than their own perception of risk aversion would 

imply!once they are allowed to make their own investment allocation choices. Thirdly, 

while GPF respondents are willing to take on the duties of pension management, few 

exhibited the necessary skills to do so. Most respondents have not attended financial 

seminars, few have a basic understanding of the impact of changes in interest rates 

on investment performance or of the benefits of international diversification, and a 

significant number are likely to rely on financial advice from close family and friends, 

which reflects the close culture of Thai society.
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In bringing these findings together, there are clearly a number of policy issues that 

require consideration in the design of the GPF scheme specifically and public sector 

defined contribution schemes in general. If public sector workers were to have adequate 

incomes in retirement, plan participants need to be more financially literate and the 

design of plan options needs to be presented in ways that minimises the impact of 

behavioural biases that exist within public sector workers in Thailand. This requires a 

concerted education effort by GPF management for members who decide to allocate 

their own portfolio and a closer examination of the default asset allocation scheme for 

those members who decide on the default. Finally, while our research has examined a 

government pension fund in a developing market, we are not aware of similar research 

in Australia or other western economies. It would be interesting to compare results.
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