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The study of the impacts of the opening of the Thai - Sri Lanka Free Trade Area (FTA) negotiation

on Thai Economy
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Abstract

This study aimed to gauge bilateral trade information between Thailand and Sri Lanka and analyze
the potentials for opening trade negotiations between the two countries (Free Trade Area: FTA), as well as the
macroeconomic impacts on Thailand. This study also analyses some possibilities of Thailand’s industry sectors
or major products which may have comparative advantages to Sri Lanka, accordingly. The data used in the
study are secondary data and three methods are used to analyze include international trade models
stimulated by a computer software program called Global Trade Analysis Project (GTAP), industrial sectors and
products measured by Revealed Comparative Advantage (RCA), and balance of trade (specific product)
estimated by Trade Specialization Index (TSI).

The findings indicated that a potential of Free Trade Area (FTA) between Thai-Sri Lanka does not
significantly affect Thailand’s macroeconomic variables. The result of the agreement will made the Thai overall
economic grow only by 0.01 percent. Unfortunately, the import number unchanged significantly, while exports
to countries in the region and the trade partners in the global market declined by 7.48 percent. However, the
trade volume with Sri Lanka has increased dramatically demonstrates the international trade diversion that
will emerge between Thailand and other partners in the global market.

The opening of a Free Trade Area (FTA) negotiation with Sri Lanka consequently has a negative
impact on Thailand more than the benefits that Thailand should receive. As a result, Thailand should focus
on regional negotiations (Regional Trading Agreement: RTA) with Sri Lanka as a negotiating partner.
Furthermore, there should be an expansion of production capacity in some industry or product groups which

Thailand has the potential to produce by investing in Sri Lanka, such as cement and processed food.

Keyword: Free Trade Area, Trade creation, Trade Diversion
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Expenditure Patterns of Households Receiving Remittances in Thailand
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Abstract

This article, through the data of the Statistics Bureau of Thailand in 2007 and 2015, examines
whether remittances brought about by economic migration will affect household expenditure patterns. This
study includes three expenditure patterns: education expenditure, housing expenditure, food and beverage
expenditure. The result shows remittances have no effect on housing expenditures. Families receiving
remittances, the non-poor households pay more on education than the poor households. And poor

households always have more expenditure on food and beverage than non-poor households.

Keywords: Economic Migration, Remittances, Expenditure Patterns
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Introduction

The economic migration refers to the transfer of labor between regions in order to obtain higher
income. Todaro (1969) pointed out that the reason for the impact of labor migration is not the difference
in real wages, but based on the expected value of income. The labor force believes that the income from
entering the city will be higher than its current income, and this expectation will promote the migration of
rural labor to the city. He also proposed the conditional formula of labor mobility: rural labor employment

probability * urban average wage > rural average wage.

As labor migrants enter a better environment to seek higher incomes and development, migrants
will help their families through remittances. According to VanWey (2004), she concluded migrants can be
seen as acting altruistically and a contractual arrangement with non-migrant members of their families. So,
there are two remittances: Altruistic and Contractual. Adams JR (2011) studied the impact of international
remittances on household economies in developing countries. Driven by altruistic thinking, migrants will
send money to their families to help members who stay at home. The results finds that remittances
generally have a positive impact on poverty and health, remittances can have negative effects on labor

supply, education and economic growth.

Remittances increase the disposable income of households, while the increase in disposable
income may affect household expenditure patterns. The purpose of this paper is to analyze the effect of
remittances on expenditure patterns and compare households with different economic conditions, their
expenditure patterns change after receiving remittances. | will use the data for 2007 and 2015, which comes
from the Thai Socio-economic Survey (SES) collected by the National Statistical Office (NSO). For this studly,
the expenditure patterns include three parts: housing expenditure, education expenditure, food and

beverage expenditure. The main hypothesis is: Remittances have a positive effect on expenditure patterns.
Background

The internal migration of the Thai labor force is generally the flow of rural to urban areas. At the
same time, there are also seasonal migrations that move from northern and northeastern Thailand to
Bangkok and the central region during the dry season. This is a temporary migration of workers, and workers
will return after the dry season. As a well-developed region of Thailand, Bangkok and the Central Region
provide education, job opportunities, health equipment, living and wages that are superior to other regions,
which has also contributed to the region's main immigration. The main motives of migration are related to
employment. For migrants, they prefer to get better jobs and higher incomes in the immigration area. (Anant,

2010).

Through migration, workers not only improve their living standards and work skills, but also affect
family members who stay in the place of immigration. The main source of impact is that through
remittances. Thai female labor migrants have more frequent remittances than male laborers, and married

males are the only out-of-work laborers in the family. The frequency and quantity of remittances are greater
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than those of husband and wife working outside the home. Moreover, the amount of remittances is also
affected by the educational background of the migrants. The better the educational background of the
migrants, they can get better jobs and income, and the more money they can remit to their families. The
remittances reduce the income inequality between the regions and change the consumption patterns of

the families (Katewongsa, 2015).
Literature Review
1. Economic Migration

Sahota (1968) conducted a study of internal mobility in 19 regions of Brazil by summarizing three
theories about internal mobility. The first theory states that the cost and return of human capital investment
affects flows. The second theory is about human motivation and economic development. The third theory
is important for this study. The third theory explains that “pull” and “push” affect labor mobility. The
“push” stems from the economic underdevelopment and low income of the emigration place; “pull”
stems from education and employment opportunities. The author draws on the first theory, and studies
the wages and education of the emigration and immigration areas, the regional per capita income growth
during the two years (1949-1951), and the impact of the distance on migration. The results show that the
regional wage difference is the most important factor affecting migration. Secondly, the distance of the

migration area will also affect the migration choice of workers.

The reasons for population mobility are widely used based on theories of “push” and “pull”.
According to a study by the Asian Development Bank, data on 2,000 household surveys from three provinces
in northeastern Thailand from 2008 to 2010, and survey data on 650 migrants living in Bangkok in 2010 were
collected. The results of the study show that among the migrants living in Bangkok, the number of people
who migrated because of job opportunities accounted for the largest, reaching 46.81%. Second, the higher
the level of education or the lower the income level, the greater the likelihood of mobility. Population
movements increase the income of rural residents, but have little effect on narrowing regional development
differences (Amare, Hohfeld, Jitsuchon, & Waibel, 2012). Under the same theory of flow theory, Fan (1996)
studied the internal mobility of Guangdong Province in China in the 1990s. Due to economic reforms, the
special economic zones and open zones owned by Guangdong Province have promoted regional economic
development. At the same time, the opening of national policies and the acquisition of foreign investment
in some parts of the province have further promoted regional economic development. Unbalanced spatial
economic development has promoted population movements, population movements to economically
developed areas, and foreign investment has also affected population movements. Foreign investment has
created more jobs, thus promoting population mobility. Although different scholars define the meanings of

“push” and “pull”, their role in population mobility cannot be ignored.
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2. Remittances and Expenditure Patterns

Remittance affect the family's economic situation. Garip (2014) studied the impact of internal
migration and remittance of Nang Rong in Thailand on family wealth accumulation and distribution. Under
the influence of remittances and flows, households with different wealth status have no significant changes
in their consumption capital, but production capital will have the opposite result. Rich families will reduce
production capital, and poor families will increase production capital. However, in the context of conflict,
the impact of remittance on poor families is particularly prominent, and the impact of remittance on rich

families is not significant.

Remittance has an impact on household expenditure patterns. Adams Jr. and Cuecuecha (2010)
studied the impact of remittance on household expenditure and investment in Guatemala, it divided
households into three types for comparative research: unreceived remittance, internal remittance, and
international remittance (from the United States). Compared to household expenditure that do not accept
remittance, households receiving international remittances will reduce food consumption expenditures at
the margin. However, households that do not receive remittances are also used as comparison groups.
Households that accept internal remittances and accept international remittances will increase spending
on education and increase investment in housing. Remittances affect economic development by increasing
the level of investment in human and physical capital. Sosa and Medina (2006) also studied the impact of
remittances on household consumption. By observing the 2003 household data in Colombia. Scholars
studied the impact of remittance on consumption patterns, including education expenditure, health
expenditure, consumer expenditure, and investment expenditure. The consumer expenditure means food
consumption expenditure. The analysis shows that the impact of remittance on household food
consumption expenditure is not significant, and remittance only affects education expenditure. Démurger
and Wang (2016) utilized the PSM (Propensity Score Matching) to analyze the relationship between
remittance and expenditure patterns of the left behinds in rural China. In their study, the expenditure
includes: business expenditure, consumption expenditure (refers to food, education, medicine and housing),
other expenditure. The results showed in the distribution of remittances, the share of business expenditure
is the least, while the share of consumer expenditure is the largest. Second, among households with
remittances, the smallest proportion of business expenditure is due to the migration of young labor, while
the proportion of consumer expenditure is reflected in the increase in expenditure on durable goods and
housing. In addition, the unique finding of the study was that there were fewer education expenditures for
remittance households than households without remittances. The authors explain that there are more
children receiving high school education in families without remittances, and another reason is that children
in families with remittances are more likely to drop out of school. Tabuga (2007) studied the international
remittance and household expenditure in Philippine. This paper also examines the impact of remittance
on food expenditure, but food expenditure here refers to expenditures for eating out, and remittance
income will reduce the frequency of eating out. While remittances have a positive effect on education and

housing expenditure.
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According to the above literature, it is generally found that remittances increase the educational
expenditure of the family. For housing expenses, housing investment will be considered after the family
has resolved the necessary expenses. In summary, based on the differences between the study subjects
and the comparison variables, it is difficult to determine the only impact of remittances on the expenditure
model. In this study, it is predicted that remittances have a positive impact on spending patterns, that is,
households receiving remittances will increase their housing expenses, education expenses, food and

beverage expenses.
Methodology

I will use secondary data and regression analysis to study my topic. | will use data for 2007 and

2015 from the Thai Socio-economic Survey (SES) collected by the National Statistical Office (NSO).

For this study, it focuses on the households which receive remittances. So the independent variable
is “remittance”, and there are three dependent variables: housing expenditure (HE), education expenditure

(EduE), food and beverage expenditure (FBE).
There are three equations as follows:

log HE = a + ff;Remittance + f,Laborincome + Bz BusinessProfit + [,FarmingProfit
+ BsPensionincome + B¢GovAssist + [;Insurance + fgDebt + foHHmember
+ BioNumChildren + (1, AgriculturalHH + B,,Central + f;3North
+ BiaNortheast + B5South + BigUrban + p

log EAuE = a + 1 Remittance + ,LaborIncome + B;BusinessProfit + [,FarmingProfit
+ fsPensionIncome + B¢GovAssist + [f;Insurance + gDebt + foHHmember
+ BioNumcChildren + 1, AgriculturalHH + ,,Central + $;3North
+ BiaNortheast + BisSouth + BigUrban +

log FBE = a + 1 Remittance + [,LaborIncome + B;BusinessProfit + B,FarmingProfit
+ BsPensionincome + BgGovAssist + [f;Insurance + gDebt + foHHmember
+ BioNumcChildren + (1, AgriculturalHH + B,Central + f3North
+ BiaNortheast + BsSouth + B1gUrban +

This paper also compares the changes in expenditure patterns that differ in household economic status
after receiving remittances. According to the per capita household income, the value corresponding to
40% is first found. If the per capita household income is lower than this value, it is considered to be a
poor family, and vice versa. Therefore, in the subsequent analysis process, the equation needs to be
extended to six to compare the differences in expenditure models between poor households and rich

households after receiving remittances.
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Data Results
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For the first part to find the effect of remittances on expenditure patterns. The relationship

between remittance and housing expenditure is not significant here, only the rich household in 2015

which the effect is positive and significant. Then, the education expenditure always be influenced by

remittances. The third expenditure category is food and beverage expenditure, the relationship with

remittances is positively correlated and the impact is significant.

Secondly, this study compares the differences in the impact of remittances on expenditure

patterns in different years and different household economic situations. In the Table 1, poor households

have less education spending than rich households. Comparing the results for 2007 and 2015, the rich

households increase their education fees. In 2015, the difference between these two types of households

in this expenditure is greater than before. Household spending on food and beverage is a must expense,

and when the left-behind households get more remittances and become relatively wealthy, their

spending on food and beverage will increase. By observing Table 1 and 2, the rich households always

spend less on food and beverage than poor households.

For other factors affecting the expenditure patterns, every model in these two tables is different.

Labor income always affect food and beverage expenditure, but the effect on housing and education

expenditure is not obvious. When the household with children, the education expenditure will increase.

Table 1. The Regression Analysis Result in 2007

Poor Household

Rich Household

Model1l Model2 Model3 Modeld Model5 Model6é
(Y: HE) (Y: EduE) (Y: FBE) (Y: HE) (Y: EduUE) (Y: FBE)
Remittance 0.03 0.063 0.245" -0.018 0.065 0.105 "
Laborincome 0.03 -0.018 0.164" 0.012 -0.063" 0.141”"
BusinessProfit 0.099"" 0.029 0.105" 0.051"" -0.02 0.025"

FarmingProfit 0.013 0.041" 0.075" -0.002 0.033 0.02
Pensionincome 0.001 -0.016 0.01 -0.02 -0.043" 0.05"
GovAssist -0.035" -0.045" -0.073" -0.011 0.004 -0.086 "
Insurance -0.006 -0.006 0.018 -0.002 0.006 -0.003
Debt -0.025 0.033" 0.062"" -0.022 0.039" 0.029"
HHmember -0.006 0.167" 0.255" -0.059" 0.236 0.436
NurmChildren -0.017 0.36 " 0.04 0.065" 0.346 0.006
AgriculturalHH -0.052" -0.091" 0.029 -0.04" -0.134" -0.031"
Central -1.283" -0.022 -0.078 02517 -0.068" -0.032
North -1.959™ -0.052 -0.224° 0373 -0.058" 013"
Northeast 2347 -0.023 -0.246" -0.457" -0.068" -0.205"
South -1.0817 -0.017 -0.053 -0.216" -0.019 -0.018
Urban 0.147" 0.011 0.056 " 0.172" 0.036' 0.097""

*: P<0.05; **: P<0.01; ***: P<0.001
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Table 2. The Regression Analysis Result in 2015
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Poor Household

Rich Household

Modell Model2 Model3 Model4 Model5 Model6
(Y: HE) (Y: EduE) (Y: FBE) (Y: HE) (Y: EduE) (Y: FBE)
Remittance 0.027 0.044" 0.24" 0.05" 0.113" 0.142"
Laborlncome 0.039 0.001 0.185"" -0.017 -0.016 0.137"
BusinessProfit 0.044" 0.025 0.022 -0.001 -0.036" 0.042"
FarmingProfit 0.014 0.063" 0071 0.012 0.019 0.049"
Pensionincome -0.005 0.016 0.000 -0.036’ -0.034" 0.063"
GovAssist -0.068" -0.05" -0.044" -0.062" -0.085" -0.066"
Insurance 0.038 0.013 0.007 -0.014 0.000 -0.008
Debt -0.007 0.032 0.042" -0.031 -0.006" 0.03
NumChildren -0.013 0.295" -0.037 0.026 0.391" -0.063"
HHmember 0.000 0.264" 0.393 -0.023 0.302"" 0.442"
AgriculturalHH -0.089" -0.104" 0.005 -0.03 -0.103 -0.006
Central -1.278" -0.009 0.143 015" 0.026 -0.03
North -1.725™ -0.039 0.075 -0.302" -0.014 -0.067
Northeast 213" -0.007 0.116 -0.365 -0.028 -0.164"
South -1.144™ -0.012 0.115 01317 0.01 -0.028
Urban 0.035 -0.034 0.02 0.139" 0.012 0.065 "

*: P<0.05; **: P<0.01; ***: P<0.001

Conclusion

This paper explores that remittance from internal migrants in Thailand affect the expenditure

patterns using secondary data for 2007 and 2015. The main findings indicate that remittances increase

education expenditure, and the remittances also increase food and beverage expenditure. With receiving

remittances, the poor families spend less on education than the rich families. And the poor households

always pay more on food and beverage than the non-poor households. Only in the 2015, the remittances

affect housing expenditure in non-poor households.
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The impact of remittances on education spending is consistent with other studies, but this article
further compares the differences in educational spending between remittances of poor households and
non-poor households. Non-poor households prefer to spend more money on their children’s education.
The existence of this result can be explained by the fact that non-poor families already have a good
economic base before accepting remittances, and the per capita household income of such families is
greater than that of poor families. The receipt of remittances makes non-poor families have extra money,
so it will increase the child's education expenses, and then let the children get better development
opportunities. For poor families, remittances are primarily used for essential expenses, such as food and

beverages. After meeting the needs of life, the child’s education expenditure will be taken seriously.
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ABSTRACT

Behavior plays an important role in people’s decision making, for example, different decision
making can occur during happy and unhappy time. Behavioral factors also affect the decision making in the
investment that cause unreasonable decision making in many investment situations. One of the well-known
behavioral theories for investment is the prospect theory. This research focuses on studying the portfolio
investment by prospect theory in the Thailand by considering two assets, which are risky asset and risk-free
asset where Stock Exchange of Thailand Total Return Index (SET TRI) is used as risky asset and the average
return of government bond, Treasury bill and Bank of Thailand bond is used as the risk-free asset. The
results from the prospect theory is also compared with the mean-variance theory to analyze the differences
and the effect of behavioral theory to portfolio investment for the study period from 2008-2017. The results
from this study show that the investment proportion by prospect theory is different from the mean-variance

theory resulting in the difference in portfolio return.

Keywords: Behavioral Finance, Portfolio Investment, Prospect Theory, Mean-variance Theory
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INTRODUCTION

Mean-variance or Modern Portfolio Theory (MVT), which is the well-known theory developed by
Markowitz (1952), has the main assumptions that 1. The investor is risk-averse and 2. The investor is rational

where the investor maximizes the expected return under specified risk under the efficient frontier.
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Figure 1 Efficient Frontier in Mean-variance Theory
However, modern portfolio theory does not reflect the real investment behavior in the way that
people might not be reasonable or people may not be risk-averse. Therefore, researchers have been
researching the theory that can explain the different behaviors of investors as some of them can be

presented in the Table 1.

Table 1. Some of Behavioral Finance Theories for Portfolio Investment

Behavioral Theory Researcher

Cognitive Dissonance Festinger )1957(

Heuristics Kahneman and Tversky )1974(
Kahneman, Slovik and et al) .1982(

Prospect Theory Kahneman and Tversky )1979(

Reflection Effect Kahneman and Tversky )1981(

Mental Accounting Thaler )1985(

Regret-aversion Theory Statman )1988(

Disjunction Effect Tversky and Shafir )1992(

Herding Behaviors Shiller )2000(

One of the theories that is widely accepted in the field of behavioral theory applied to the
investment is the Prospect Theory developed by Kahneman and Tversky (1979), which explains some

behavioral aspects of human nature in decision making. This concept is subsequently applied to the
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investment decision with the belief that this concept reflects the real behavior of the investors compared
with the mean-variance theory.

In 1992, Tversky and Kahneman developed the Cumulative Prospect Theory (CPT) to solve the
problems of original prospect theory. This theory is one of the most acceptable theories to evaluate the
investors’ behavior under risky and uncertain conditions. Four main characteristics of cumulative prospect

theory identified by Tversky and Kahneman (1992) are:

1. Choices are evaluated relative to a reference point not the final outcome.

2. The shape of value function is concave when the investor gains from investment and is convex
when the investor loses from investment and also the shape of loss is steeper than gain. This implies that
the investor is risk-averse since only accept the reasonably specific level of return even though the higher
rate of return can be achieved and the investor is risk seeking when the losses can be limited at specific

level.

value

» outcome
Losses Gains

Reference point

Figure 2 Value function of prospect theory from Polic (2009)

3. Additionally, the greater slope of losses than gains in value function plot represents the loss
aversion of the investor.

4. Probability of the incident is nonlinear, the weight assigned to the low-probability incident is too
high and the weight assigned to the high-probability incident is too low, which highly affects the very low
or high probability. The example of such incident is that the investor decides to purchase lottery that has
99% chance to win much less than the lottery with the same amount of prize that has 100% chance to

win. The relationship between weighting function and probability is shown in the Figure 3.
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Figure 3 Example of relationship between Weighting Function and Probability from Coelho (2014)

In the real world, investors are not reasonable due to behavioral biases. This research focuses on
studying the behavioral factors that affect portfolio allocation in the Stock Exchange of Thailand Total
Return Index (SET TRI) as the proxy of risky asset and Thai Government Bond as the proxy of risk free asset.
Cumulative prospect model is implemented to study the behavioral effect on portfolio allocation
compared with the standard mean-variance method.

The objective of this research is to apply the concept of behavioral cumulative prospect theory to
portfolio allocation in risky and risk-free assets and compare with the modern portfolio theory to present
the difference between both theories to show that the behavioral portfolio model are more suitable for
application than the standard mean variance model since it can be applied to all people with different
behaviors. This research will help the investor to realize about the behavioral effects on investment
decision, which is different from the standard mean-variance theory hence each investor can make

investment decision that suits each investor’s behavior.

LITERATURE REVIEW

Markowitz (1952) created the prominent mean-variance theory for portfolio allocation under the
principal that the investor is reasonable and only expects the highest return under the same risk level.
Under the efficiently frontier, the investor will only select the highest return at the same level of risk. This
theory has still been extensively used as the main concept for portfolio allocation. However, many
researchers are doubtful on this theory whether it really reflects the investor’ s behavior. Kahneman and
Tversky (1979) developed the new theory called prospect theory, which presents the different concept
from the mean-variance. This theory believes that the investor is unreasonable. Net amount of gains and
losses by way of utility function is used to make investment decision according to the mean-variance theory
whereas prospect theory unequally evaluates the value of gains and losses, which losses have more
emotional impact than gains at the same level of gains and losses. Additionally, weighting function is used

to weigh each incident instead of using the probability function to reflect the behavior of investor. However,
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prospect theory uses monotonic transformation weighting function, which encounters 2 problems (Tversky
and Kahneman (1992)), which are 1. It does not always satisfy stochastic dominance 2. It does not suitable
for the prospects with a large number of outcomes. In order to solve such problems, Tversky and Kahneman
(1992) developed new theory called “ Cumulative Prospect”. In summary, cumulative prospect has four
main assumptions to explain the real behavior of investors as follows:
1. Investor evaluates the asset value by considering gains and losses instead of the final wealth
2. Investor is more sensitive to losses than the same amount of gains
(Loss Aversion)
3. Investor is more risk- seeking when losses and more risk-averse when gains (Asymmetric Risk
Preference)
4. Investor tends to overreact to small probability incident and underreact to large probability

incident.

Furthermore, Tversky and Kahneman (1992) also estimated parameter values for cumulative prospect
model by recruiting the university students to perform the behavioral analysis test, where the results are
presented in Table 2. In addition to Tversky and Kahneman (1992), Rieger, Wang and Hens (2011) also study
and estimate the parameter values for cumulative prospect model in 45 countries included Thailand by
testing with the university students. The testing results are also shown in Table 2. Normally, cumulative
prospect theory is used to find portfolio allocation when considers the behavioral factors to compare with
the mean-variance theory, for instance, the study of Heybati, Roodposhti and Moosavi (2011) and Coelho
(2014), which all those studies used cumulative prospect model. Nevertheless, parameter values and asset
types are different. The author would like to summarize the model, parameter values and other main data
used in the abovementioned researches in Table 2 and the meaning of cumulative prospect parameters

are shown in Table 3.

27



nsUsEgIvINIsTERuTufinAnwIAuATEEAERS AN 13

Table 2 Summary of models, behavioral parameters and data of related researches

Tversky and Heybati, Roodposhti  Rieger,Wang and Coelho

Kahneman 1992 and Moosavi 2011 Hens 2011 2014
Parameter Values 3 = 0.88 =3 B =09 B =1,0501
for Cumulative oL = 0.88 A="1,A=225 o = 0.65 o =1,05,0.1
Prospect Model A="1,A=225 y=09 Y =055 A =13

Y =061 Y =1,044

6-069 6 =1,077
Risk and Return N/A Tehran Stock N/A Assumed data
Data )Research to develop ~ Exchange and bank )Research to find

the theory( deposit interest rate parameter values(

Paramater: B : Risk Preference in Losses Parameter

Q. : Risk Aversion in Gains Parameter

A : Loss Aversion Parameter

Y, O : Coefficient of Probability Weighting Adjustment

Table 3 Value of CPT parameters

Parameter

Meaning and Detail

op

QL :Risk aversion in gains parameter
B Risk preference in loss parameter
o, B =1)Risk neutral (

a, B < 1)Risk aversion (or JRisk lover

Parameter Meaning and Detail
A Loss aversion parameter
A =1)No loss aversion(
A >1)loss aversion (
Y, o) Coefficient of Probability Weighting Adjustment

Y, & =1)Probability weighting function(

Y, 0 < 1 )Non-linear probability weighting function (

Note: negative of the value function

21 NeuAIAL 2562
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From the table above, parameters Ol and B represent risk aversion in gains and risk preference in
loss respectively. If the value equals to 1, the investor is risk neutral but if less than 1, the investor is risk
aversion in gains and risk preference in loss. A represents loss aversion. If loss aversion factor equals to 1,
there is no loss aversion but if loss aversion factor is greater than 1, there is loss aversion behavior involved.
Finally, the coefficient of probability weighting adjustment is represented by Y, o

According to Table 2, Tversky and Kahneman (1992) have developed the cumulative prospect
theory model and also explored the parameter value for cumulative prospect model by testing with the
university students; however, this study did not apply the model to portfolio allocation. Heybati, Roodposhti
and Moosavi (2011) studied the behavioral approach to portfolio selection by also applying the cumulative
prospect model to investigate the behavioral effect of the investment in Tehran stock market as the risky
asset and bank deposit as risk-free asset. This study also compared the results of cumulative prospect
theory with the mean-variance theory, which also showed the differences between two theories as
presented in Table 4. Regarding the standard model, there were much different in the investment
proportion between risky asset and risk-free asset. On the other hand with the behavioral model, the
investment proportion between risky asset and risk-free asset were not much different. Considering the
investment weight in risky and risk-free assets, in standard model, the weights of risky asset are fluctuating
in the range of 45.5% - 87.4%. On the other hand, weight of risky asset in behavioral model is more stable
in the range of 34.3% - 59.7%. Additionally, comparing weight of risky asset in each period between standard
model and behavioral model, the weight of risky asset in standard model is always higher than behavioral
model and the weights of risky and risk-free assets are not much different in the behavioral model meaning

that the behavioral factors do affect the portfolio allocation of the investor.

Table 4 Results comparing between standard model and behavioral model from Heybati, Roodposhti and

Moosavi’s study

Standard Model Behavioral Model
Period Weight Weight Weight Weight
Risky Risk-free Risky Risk-free
1 0.874 0.126 0.597 0.403
2 0.720 0.280 0.545 0.455
3 0.758 0.243 0.337 0.663
4 0.763 0.237 0.491 0.509
5 0.816 0.184 0.354 0.646
6 0.674 0.327 0.400 0.600
7 0.455 0.545 0.343 0.657
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Considering the study of Rieger, Wang and Hen (2011), they measured cumulative prospect
parameters in 45 countries by surveying the students from departments of economics, finance and business
administration with the average age of 21.5 years. Each participant had to answer various questions to
evaluate the parameters. This study also uses some results from Rieger, Wang and Hen (2011) that were

tested with the students in Thailand for applying to the cumulative prospect model as shown in Table 5.

Table 5 Survey results for cumulative parameters in Thailand from Rieger, Wang and Hen’s study

Country Parameter Values
Thailand ol = 0.65

Y =055

B =090

Coelho (2014) also applied cumulative prospect model for portfolio selection with assumed risk
and return data and also various cumulative prospect parameters to perform the sensitivity analysis of
cumulative prospect parameters, which are loss aversion, risk aversion in gains, risk preference in losses and
probability weighting function to analyze the effect of such parameters to the portfolio profitability and
portfolio variance and also compare the results with the mean-variance method. The results of this paper
are increase in loss aversion and risk aversion in gains results in more investment in low risk portfolio.
Conversely, increase in risk preference in losses results in more investment in high risk portfolio and also
can conclude that the high risk portfolio will be chosen if risk preference in losses is higher than the risk
aversion in gains and high risk aversion in gain results in low loss aversion effect.

The parameters from each research are different, which show the different behavioral assumptions
for each study. Some studies do not examine the portfolio allocation, which are Tversky and Kahneman
(1992) that develops the theory and Rieger, Wang and Hens (2011) that only finds the parameter values in
different countries. Additionally, other studies, which study the behavioral portfolio allocation, the risk and
return data used are also different. Heybati, Roodposhti and Moosavi (2011) use real data for risky and risk-
free assets but Coelho (2014) uses the assumed data. Results of the above researches show the differences
in portfolio allocation between cumulative prospect model and mean- variance model due to the
behavioral effects. According to the parameter values in Table 2, increase in loss aversion factor (higher N
and risk aversion factor (lower Q) results in more investment in risk-free asset. On the other hand, increase
in risk preference factor (lower B) results in more investment in risky asset. However, coefficient of
probability weighting adjustment (Y, ) has insignificant effects to the changes of investment.

Cumulative prospect behavioral parameters are the key factor for the cumulative prospect model.
Referring to the abovementioned papers, various cumulative prospect parameter values were used based

on different behavioral assumptions. In this study, the parameters from the study of Tversky and Kahneman
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(1992) and Rieger, Wang and Hen (2011) are applied in this study as shown in the Table 6 below. The

reasons for using the parameters from both researches are

1. The parameters are obtained from the behavior of real people (university students)
2. Parameters from the study of Rieger et al, are obtained from testing with the university students
in Thailand where the investment is focused in this study to be able to represent the behavior

of Thai people.

Table 6 Cumulative Prospect’s Behavioral Parameter Values used in This Research

Sources Parameter Values

Rieger,Wang and Hens (2011) and Tversky o = 0.65

and Kahneman (1992) A =225
Y = 061
0 =0.69
B =0.90

The parameter values in Table 6 that are applied to this research assume that the investor is risk
averse in gain and risk seeking in loss since the parameters are less than 1. Considering the loss aversion
parameter, the value is more than 1 meaning that the investor is loss aversion. Finally, the Y and 0 are not
equal to 1, which mean assuming the non-linear probability function.

Additionally, in reference to the literature review above, the behavioral factors in cumulative
prospect model do affect the portfolio allocation. Therefore, it is interesting to apply this concept to the
investment in many countries to observe the effect of behavior to portfolio allocation. This research focuses
on studying the behavioral effects in Thailand by using cumulative prospect model to find the optimal
portfolio of risky and risk-free assets, which Stock Exchange of Thailand Total Return Index (SET TRI) is the
proxy of risky asset and government bond is the proxy of risk-free asset and the results of behavioral model
will also be compared with mean-variance model to analyze the effect of behavioral factors to portfolio

allocation.
METHODOLOGY

This research aims to find the optimal investment allocation in risky and risk-free assets by taking
into account the behavioral factors. Cumulative prospect model is used to calculate the investment
proportion in 2 assets in this study, which are 1. Risk-free asset, which uses the government bond, treasury
bill and Bank of Thailand bond. Return of risk-free asset is presented as Rr 2. Risky asset, which uses Stock
Exchange of Thailand Total Return Index (SET TRI). Return of risky asset is presented as R. The historical
return data were used from 2008-2017 for both Risky and Risk-free assets.
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Optimization Model
Assuming that the weight of risky asset is theta (B) and the weight of risk-free asset is 1-8. Therefore,

the return from investment is:
x=(1- Q)Rf + OR (equation 1)

The total return (x) is the weighted average of the returns of one risky asset and one risk-free asset.

Regarding another assumption of cumulative prospect theory, Investor tends to overreact to small
probability incident and underreact to large probability incident. This assumption in this study is represented
by the probability weighting function equation below by Goldstien and Einhorn (1987) and Gonzalez and
Wu (1999).

spY
(6pY+(1-p)")

ffo)=f"() =

(Equation 2)

Where 5,¥ is the coefficient of probability weighting adjustment, if 5,Y = 1, there is no behavioral
effect and the function is linear and if less than 1, the function is non-linear.

Considering the calculation method for portfolio allocation by cumulative prospect model, the

concept of utility maximization is used where the objective function is equal to the sum of positive and

negative components as shown in Equation 3 (Coelho (2014)).

V) =V(y )+ VO = B hiv(x) + Siohiv(x) (Equation 3
Where: V is expected utility, which need to be maximized, h;is decision weight and V is value
function. The decision weights for positive and negative parts (h;’and hi_) respectively can be calculated
by the following equations where the probability weighting function equation is also applied in this

equation:
hi = f*(pa) and b = fH(ETp) — fH(Ehap) if 0< i <n— 1 (Equation 9
hom = f~(p-m) and by = f~(E'p) — f~(E5ap) if 1 —m < i < 0Equation 5)

The value function (V) in this study is represented by the equation below by Tversky and
Kahneman (1992):

x if0<i<n

E tion 6
_A(—x)fif—m<i<o FORINY

v(x) = {
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In the value function equations, positive and negative parts are separated as shown in equation 6.
The behavioral parameters, which are risk aversion in gain (QU), risk preference in loss (B) and loss aversion
parameter (A) are taken into account in the value function.

The optimization method used in this study is Genetic Algorithm, which has the benefit of avoiding
the local optima in the non-linear function. The weights of risky and risk-free assets that maximize the
utility function with the condition of no short sales allowed (Qi = 0) are the results from the optimization.
Additionally, the results from cumulative prospect model will also be compared with the results from

mean-variance model to analyze the differences of the portfolio allocation.

Parameter Values

Regarding the parameter values for cumulative prospect model in this study, the parameter values
from the studies of Tversky and Kahneman (1992) and Rieger, Wang and Hens (2011) are applied to the
model as stated in the Section 2.2, which are summarized in Table 7.

Table 7 Cumulative Prospect’s Behavioral Parameter Values used in This Research

Sources Parameter Values

Rieger,Wang and Hens )2011 (and Tversky oL = 0.65

and Kahneman )1992( A =225
Y =061
6 =0.69
B =0.90

Research Data

SET TRI as risky asset and the average return of government bond, treasury bill and Bank of Thailand
bond as risk-free asset are annually tested from 2008-2017 to find the optimal weights of risky and risk-free
assets in each year and also the whole period from 2008-2017. The daily return data are applied to the
model for both risky and risk-free assets. The reasons considering the period from 2008-2017 are that 1.
This period include both normal situation and crisis situation, for example, financial crisis, flooding situation
and political situation in Thailand so this study will observe the behavioral effect in both normal and crisis
situations. 2. Able to reflect the long-term investment when considering the whole period from 2008-2017.
The returns, variance and calculated Coefficient of Variation (CV) or the ratio of Standard Deviation and the

mean risky return of the research data are presented in the following table.
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Table 8 Research Data - Returns, Variances and Coefficient of Variation

Mean Risk- Mean Risky
Year Variance cv
free Return Return
2008 3.34% -40.51% 10.92% -0.82
2009 1.43% 74.91% 6.15% 0.33
2010 1.80% 49.42% 3.00% 0.35
2011 3.13% 5.10% 4.92% 4.35
2012 3.02% 41.55% 1.57% 0.30
2013 2.61% -2.05% 4.26% -10.1
2014 2.12% 19.80% 1.65% 0.65
2015 1.62% -9.73% 1.82% -1.38
2016 1.46% 24.29% 1.96% 0.58
2017 1.47% 17.49% 0.40% 0.36
Total 2.20% 11.2% 3.70% 1.73
1
0.8
0.6
0.4
<
2 02
g "\ /
0 N4
2017 2016 2015 2014 2013 2012 2011 2010 2009 %008 /Total
-0.2
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Figure 4 Comparison of annual risky and risk-free returns applied in this study

According to the Table 8 and Figure 4 above, the returns of SET TRI (risky asset) are quite fluctuating
and this surely comes with risk for the risky asset as shown in term of variance. Mostly during crisis years,
the returns of SET TRI are negative and this will also result in the negative Coefficient of Variation (CV). On
the other hand, the 1-year average of Treasury bill, government bond and Bank of Thailand bond
government bond (risky-free asset) is quite stable from 2008-2017. In year 2008-2017, the risk free returns
are in the range of 1.43% — 3.34% while the risky returns are quite fluctuating from -40.51% - 74.91%. The

variance in the range of 0.40% - 10.92%. However, in general the returns of risky assets are basically much
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more than the returns of risk-free assets except in some crisis years that the risky-asset returns are lower
than the risk-free assets returns. Considering the whole period of 2008-2017, average risk-free asset return
is 2.20% much less than the average risky-asset return at 11.2% with 3.70% variance and the coefficient of
variation of 1.73.

When the research data are applying to the cumulative prospect model, regarding the risky asset
or SET TR, the daily returns of SET TRI from 2008-2017 are inputted to the model for optimization. Similarly
for the risk-free asset, the daily returns are applied to the cumulative prospect optimization model. The
daily returns are calculated based on the 1-year average of Treasury bill, government bond and Bank of
Thailand bond converted to daily return. Such return data will be applied to the equations in Section 2.3.1
for annual optimization from 2008-2017 and also the whole ten-year period of 2008-2017 are also optimized
to consider the long-term investment

Finally, in addition to the optimization to find the portfolio allocation by both mean-variance and
cumulative prospect methods. In order to check whether the results from both methods are significantly

different. This study will also perform the hypothesis test by way of mean difference in Microsoft excel.

FINDING AND RESULT
Results
Cumulative Prospect Theory
The optimization results to find the weights of risky and risk-free assets for the investment in

Thailand by cumulative prospect method are illustrated in Figure 5 below.
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0.90 - 0.17 0.17 0.13 017 012
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0.50 0.50 0.50 0.50 0.50 0.50

0.50 0.50 0.50 0.50 0.50 0.50
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Figure 5 Optimization Results (Weights of Risky and Risk-free Assets) from Cumulative Prospect Model

As shown in the graph in Figure 5, the investment is allocated in both risky and risk-free assets with
most of them in the proportion of 50:50. In 2010, 2012, 2014, 2016 and 2017 when the return of risky assets
is much greater than risk-free asset as presented in Table 9, the portfolio is allocated in risky asset much
more than risk-free asset. However, in some crisis years, for example, Hamburger crisis in 2008 or political

crisis in 2013, the portfolio allocation in risky and risk-free assets is still approximately identical.
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Table 9 Research Data — Returns of Risky Assets and Risk-free Assets

Mean Risk- Mean Risky
Year

free Return Return
2008 3.34% -40.51%
2009 1.43% 74.91%
2010 1.80% 49.42%
2011 3.13% 5.10%
2012 3.02% 41.55%
2013 2.61% -2.05%
2014 2.12% 19.80%
2015 1.62% -9.73%
2016 1.46% 24.29%
2017 1.47% 17.49%

Mean-variance Theory

21 NeuAIAL 2562

This study also optimizes portfolio allocation by mean-variance method. The same risky and risk-

free assets data as applied in the behavioral cumulative prospect model are also applied to the mean-

variance model, which are SET TRI for risky asset and the average of Treasury bill, government bond and

Bank of Thailand bond for risk-free asset. The study period is also from 2008-2017 to be able to equally

compare with the behavioral model. The optimization results to find the weights of risky and risk-free assets

for the investment in Thailand by mean-variance method are illustrated in Figure 6 below.
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Figure 6
Optimization
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Mean-Variance
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Regarding mean-variance model as shown in Figure 6, the investors have strong decision

in either investment in risky or risk-free asset. Only in few years that the investment is shared with significant

difference between weight of risky and risk-free assets. In crisis years where the return of risky asset is
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negative, the investors allocate all investment in risk-free asset. Conversely, much greater return of risky

asset than risk-free asset results in 100% allocation in risky asset. The comparison of optimization results

for portfolio allocation between behavioral prospect model and mean-variance model are presented in

Table 10 and Figure 7.

Table 10 Comparison of Portfolio Allocation between Cumulative Prospect Model and Mean-Variance Models

Behavioral Model

Mean-Variance Model

Year Weight Weight Portfolio Weight Weight Portfolio
Variance Variance
Risky Risk-free Return Risky Risk-free Return

2008 0.4993 0.5007 -18.55% 2.72% 0 1 3.34% 0.00%
2009 0.4993 0.5007 38.12% 1.53% 1 0 74.91% 6.15%
2010 0.8324 0.1676 41.43% 2.08% 1 0 49.42% 3.00%
2011 0.4952 0.5048 4.11% 1.21% 0.1333 0.8667 3.40% 0.09%
2012 0.8308 0.1692 35.03% 1.08% 1 0 41.55% 1.57%
2013 0.4980 0.5020 0.29% 1.06% 0 1 2.61% 0.00%
2014 0.8735 0.1265 17.57% 1.26% 1 0 19.81% 1.65%
2015 0.4989 0.5011 -4.04% 0.45% 0 1 1.62% 0.00%
2016 0.8318 0.1682 20.45% 1.36% 1 0 24.29% 1.96%
2017 0.8761 0.1239 15.51% 0.31% 1 0 17.49% 0.40%
Total 0.4990 0.5010 6.65% 0.92% 0.8038 0.1962 9.37% 2.39%
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Figure 7 Weights of Risky Asset Comparison between Prospect Model and Mean-Variance Models

37



nsUsEgIvINIsTERuTufinAnwIAuATEEAERS AN 13 21 wawnAw 2562

Table 10 and Figure 7 illustrates the differences between behavioral cumulative prospect model
and mean-variance model. Whereas mean-variance method mostly invest in either risky or risk-free asset,
which can be observed from the 100% allocation in either risky or risk-free assets, with behavioral factors,
the proportion that the investor decides to invest in risky and risk free assets is in between the mean-
variance model results in lower risk level but also lower return. However, in the crisis years, the mean-
variance method mostly invests in the risk-free assets but the behavioral method still invests in both risky
and risk-free assets resulting in higher risk and lower returns for the behavioral method during such period.
Considering the whole period from 2008-2017, the behavioral investors also allocates the investment in
between the investment by mean-variance method resulting in lower return but also lower risk than mean-
variance model. This shows the effect of behavioral bias that the investors only decide to share the
investment in both risky and risk-free assets while without the behavioral bias, the investors either invest in

risky asset or risk-free asset.

Hypothesis Test
Additionally, the hypothesis test by way of the mean difference is performed in this study to test
whether the results between standard model and behavioral are significantly different. The null hypothesis

and alternative hypothesis are presented below where the test is conducted in Microsoft Excel.

Null Hypothesis (Hg): weight of risky return based on mean variance model and behavioral
model are not different.

Alternative Hypothesis (H;): weight of risky return based on mean variance model and

behavioral model are different.

The results from hypothesis test are shown in the Table 11 below. The results are shown

annually from 2008-2017 and also the whole period of 2008-2017.
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Table 11 Hypothesis Test the Difference of Risky Asset Weight between Mean-Variance Model and

Behavioral Model

Year P-Value Interpretation
)two tail( )Significance Level =0.05(
2008 6.4E-286 Reject Ho
2009 6.1E-286 Reject Ho
2010 6.9E-242 Reject Ho
2011 8.0E-289 Reject Ho
2012 0 Reject Ho
2013 1.8E-280 Reject Ho
2014 9.1E-270 Reject Ho
2015 1.2E-222 Reject Ho
2016 5.4E-272 Reject Ho
2017 1.3E-269 Reject Ho
2008-2017 1.2E-276 Reject Ho

According to Table 11 above, all P-Values yearly and whole period from 2008-2017 are less than
the significance level at 0.05. Therefore, the null hypothesis (Ho) is rejected meaning that the weights of
risky asset from mean-variance model and behavioral model are significantly different resulting in the

conclusion that the behaviors do affect the investors’ decision in portfolio allocation.

DISCUSSION AND RECOMMENDATION

This research studies the effect of behavioral factors to the optimal portfolio allocation in risky
asset (SET TRI) and risk-free asset (average of Treasury bill, government bond and Bank of Thailand bond).
Ten-year period historical data from 2008-2017 are considered in the cumulative prospect model to find
the optimal portfolio allocation that provides the maximum utility to the investor. The cumulative prospect
parameter values used in this study are the combination from the previous studies of Rieger, Wang and
Hens (2011) and Tversky and Kahneman (1992). The advantages of using the parameter values from these
studies are 1. They were investigated from the real behavior of the sample group of people. 2. The study
of Rieger, Wang and Hens (2011) in different countries also includes Thailand, where the investment is
considered in this research and so such parameters studied with the people in Thailand are selected to
apply in this study. However, there are still the weaknesses regarding the parameters, which are
1. Only small group of people were tested so this might not be able to represent the behavior of every
person. The future research should increase the size of sample group for more accurate behavioral
parameters outcome. 2. Specific occupation, which is student, were tested. More various occupations

should be tested to make the outcomes better represent the whole group of people and also if possible
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to find parameters by occupation, this would possibly enhance the accuracy of the study and can further
investigate the investment behavior of each occupation.

The results of this study also present the significant difference in optimal portfolio allocation
between behavioral cumulative prospect model and mean-variance model where from the hypothesis test
results in the objection of null hypothesis stated that the results from both methods are not different.

The modern portfolio theory has the assumptions of risk-averse and rational people, which cannot
represent the whole groups of investor. lIrrational behavior can be widely observed in the investment, for
example, the herding behavior that the individual will mimic the actions of the larger group. Additionally,
the risk-seeking behavior can also be observed in the investors. Therefore, the use of modern portfolio
theory for portfolio optimization might not be appropriate since it is impossible to find the solution for the
risk-seeking and also behavioral-biased people and the result has already shown that the behavioral factors
do affect the investment decision of the investors. On the other hand, by using the behavioral model, the
behavioral parameters can individually be adjusted for each investor and this is important because this
shows that the behavioral portfolio model can serve every individual investor with different behaviors and
finally the optimization results from behavioral model will be the portfolio weights that suit the investment
purposes of the investors.

The differences of this research compared to others is that the previous studies of the cumulative
prospect theory were mostly studied in other countries. However, this study can be considered being one
of the first few researches considering the portfolio allocation in Thailand by applying the behavioral model.
Additionally, the behavioral parameters mostly used in previous studies were used the parameters from
Kahneman and Tversky and the assumed data, which might not be able to explain the real behavior of the
people in the countries that the investment was considered. However, this study applies the parameters
that were tested with the people in Thailand to ensure that the behavioral parameters can reflect the
behavior of the investment market in this study.

However, the disadvantages of this study are 1. It does not reflect the real investment behavior of
the investors since this study only assume the investment in one risky and one risk-free assets but people
normally invest in the many assets so the future study can be further developed to reflect the real
investment behavior of the investor that does not only invest in one risky and one risk-free asset but invests
in many risky and risk-free assets to diversify portfolio, for example, study the investment in many stocks
in the stock market. 2. The cumulative prospect parameters were tested long time ago and only specific
with the university students. The recommendation for future research is to investigate the current
cumulative prospect parameters with the various groups of people e.g. student, working people or even
the old people to ensure that the parameters can represent all groups of people and once obtain the
parameters by occupation the study can be expanded to observe the difference in investment behavior by

occupation.
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Abstract

Human resources for health are a critical problem in Myanmar. And the current medical doctors
have a wide range of career choice, some of the fresh medical graduates can choose their career outside
of government health sector. The purpose of this study is to find determinants of the future career choice
of medical students in one of the University of Medicine in Myanmar. Factors found important in the
literature include individual factors such as gender and ethnicity, individual backeround contextual factors,
learning experiences, self-efficacy and career outcome are examined. The study uses mixed methods. Data
were collected from medical students, who completed a self-administered paper-based questionnaire, and
analysed using regression analysis. In addition, qualitative data are collected through key informant
interviews. Interviews are transcribed, translated and coded to facilitate the data analysis. First results show
that the determinants of the government medical officers are clinical postgraduate as only the government
medical officer are eligible, stable life and career progress in which the medical doctor can be promoted
based on their years of experiences and those influencing the non-government health officers are good
income, work-life balance lifestyle and autonomy as most of the non-government health sector has less
restriction and more free to choose. Those influencing the non-health staffs are their personal dedication

and interest and their familial background or their interest in the business sectors.

Key Words — Career Choice, Myanmar, Medical Students, Determinants
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1. Introduction and Background

In the early 1970s, the fresh medical graduates are appointed by Public Service Commission (now
known as Union Civil Service Board). At that time, the medical graduates don’t need to work for government.
They could get the medical license (called Sa Ma in Myanmar) immediately after finished the internship
(Sein et al., 2014). In 1988 political crisis of Myanmar, all the schools and universities throughout the country
were closed. There was no medical doctor production. The medical graduates did not enter the government
sector as they are afraid of the violence. So, in 1994, the government changed the recruitment policy of
mandatory entry to government services after graduation (Sein et al., 2014).

In 2011, the numbers of unemployed graduates became heaped up and the ministry could not
take the deployment responsibility. Then, they gave the hiring responsibility of medical doctors back to
Union Civil Service Board (UCSB) again. (Sein et al., 2014). Due to increase in number of students, the
universities could not control the quality of education. Then, in 9™ Medical Education Seminar, intake
reduced from 2400 to 1200 in 2012 and later. Then, the duration increase from 6 years to 7 years (Latt et
al., 2016).

Human Resources for Health is one of the most important sectors of Health systems. Since 2006,
Myanmar was regarded as one of the 57 countries with the critical shortage of human resources for health.
(Saw et al,, 2019) In 2017, 16317 medical doctors are working under the management of Ministry of Health
and Sport. As private sectors also met shortage of full-time services, the mostly use the medical doctors or
physicians of Public sector (Saw et al., 2019). In 2017, the population of Myanmar is approximately 53.37
million (Department of Population). So, the doctor per 1000 population for 2017 can be estimated as 0.306.
It showed the human resources for health is a very critical issue in Myanmar.

The training and recruitment process of Myanmar medical doctors except military train medical
doctors are governed by Ministry of Health and Sport, Myanmar through government protocols. The ministry
adjusts the need to medical doctors and send the information to Ministry of Planning and Finance (MoPS)
and the Union Civil Service Board (UCSB) which is a government organization whose main responsibilities is
selection, hiring and training of the government staffs (UCSB). The Doctor who have finished their M.B.,B.S
degree can apply. And after passing some processes such as application, psychological examination and
interview by UCSB, they can become government officers (MOHS, 2018).

Table - 1 showed the 2016-2018 employment data of medical doctor by UCSB. In 2016, the
vacancy-to-hire ratio of medical doctor vacancy was reduced dramatically. 2000 vacancy was announced,
and 2111 medical doctors applied and competed for the positions. At that time, 1768 medical doctors
came to interview. The vacancy-to-hire ratio is 88.4%. In 2017, out of 1722 vacancy the vacancy-to-hire ratio
reduced to 60.4%. Then, in 2018, the ratio decreased again to 51.65%. So, these factors figured out the

reduced number of medical doctors entering the public health sector.
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2016 2017 2018
Vacancy 2,000 1,722 2,000
Applicants 2,111 1,203 1,178
Interview 1,768 1,040 1,033
Hire 1,768 1,040 1,033
Vacancy-to-hire ratio 88.4% 60.4% 51.65%

Table 1 2016-2018 Employment of Medical Doctor for MoHS
Source: Adapted from Union Civil Service Board (UCSB)

Due to the above facts, the determinants of career choice of Myanmar civil medical doctors
became an important matter. The future career choice of medical students has influence not only on the
individual but also on the whole society. So, studying determinants of career choice of medical students
became important for the society to get more coverage and more accessible on health. This study will
support the government plan to manage the medical doctors and help in retention policy. Thus, it can

contribute to the designing of health workforce policy and health care management in hospital setting.

2. Objectives

The general and specific objectives are as followed.

2.1 General Objective

- To find determinants of the future career choice of medical students in one of the University of

Medicine in Myanmar.

2.2 Specific Objectives

- To examine the relation between the factors and the choice of future career

To study the impact of these factors on the career choice of medical students

- To explore in-depth how medical doctors choose their career.

3. Literature Review

The social cognitive career choice model by Lent, Brown, and Hackett (1994) propose that the
person inputs such as gender, race, disability and predisposition and background contextual factors are
interacting together and have influence on learning experiences which, in turn, have influences on self-
efficacy and outcome expectations. These two factors will, in turn, form the career interest. Then, the career
interest will decide the choice of their occupation (Swanson & Fouad, 2015).
SCCT model can also apply for the different cultural setting. For example, in previous study using SCCT

model done for 141 black undergraduate students in a historically black university, the result support the
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SCCT model is applicable in different cultural setting. (Byars-Winston, 2006) Previous study, using SCCT
model, which include 200 participants (28% male and 72% female) from a small, public college in US
resulted career decision self-efficacy is linked with career commitment and outcome expectation (Conklin,

Dahling, & Garcia, 2012).

3.1 Individual Factors

The SCCT include gender and race/ethnicity as individual factors (Lent, Brown, & Hackett, 1994).
Gender difference is one of the individual factors which can affect the career decision making. Previous
study done among accounting concluded Gender and academic years have relation with the career
decision. During their started years of medical school, both sexes have similar career preferences. But, in
later years, females reduced their ambition and want to gain the work-life balance (Danziger & Eden, 2007).
Previous study done among the Latino high school students exploring how ethnicity is related to the self-
efficacy and outcome expectations showed that there is a strong relationship between ethnicity and self-
efficacy which can enforce to career decision making. The more they believe in themselves which means

improving their self-efficacy, the better they can make their career decision. (Gushue, 2006).

3.2 Individual Background Contextual Factors

Family background is also important in making decision on their career. Previous study exploring
the career persistent and job satisfaction of teachers showed that the persons who pursue the teaching
career had 16% of father and 7% of mother working as a teacher and they are found to be persistent and
satisfied in their career life. (Ellsworth, Mau, & Hawley, 2008)
3.3 Learning Experience

Learning experiences also have influence on the career decision making. (Lent, Brown, & Hackett,
2000) Previous study to find the impact of the undergraduate research training by using the evaluation of
the student survey and the follow up survey showed that this training could increase their interest and

retained in the talented student in the fields of science. (Lopatto, 2007)

3.4 Self-Efficacy

Self-efficacy is the individuals’ beliefs how much they have confidence in themselves to finish the
assigned tasks through certain course of action. The higher the self-efficacy of someone, the more he could
achieve his goals as higher self-efficacy would increase his self-confidence to believe in himself to keep on
moving, then this confidence would, in turn, make him to work more and get achievement he needed.
Ballout (2009) study also indicated self-efficacy is strongly related to the career success, career commitment
which could lead to career satisfaction (Ballout, 2009). Previous Study done with 105 undergraduates
showed a strong relationship between self-efficacy and vocational choice. It also indicated that Self-efficacy

can also predict the grades and retention of the students (Lent, Brown, & Larkin, 1986).
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3.5 Qutcome Expectation Influencing Career Decision Making

Outcome expectation is how the individual expect their future career based on the impact of the
past behaviors. Self-efficacy which is the individual belief to perform a task has effect on career decision
making directly. The perspective of the person who believe in his skills can mostly be optimistic about what
they expect to get. So, the person who have a strong self-efficacy are more likely to result in positive

outcome expectation (Lent, Ireland, Penn, Morris, & Sappington, 2017).

4. Methodologies

Cross-section descriptive mixed study will be done for this study. Mixed methods was applied to
described determinants of medical students’ career choice and how they choose their career. Quantitative
study is used to find out the determinants factors and qualitative study is aimed to enrich and fulfil the

missing factors in quantitative study.

4.1 Quantitative Methods

The population of study will be the medical students studying in the universities of Medicine,
Myanmar. All the students in Final Part Il from University of Medicine, Magway are invited to participate in
this study. Data collection are done by using a self-administered paper-based questionnaire. The
questionnaires are distributed to all students in their class.

For analysis, multinomial logistic regression is used to analyze the data collected from the
questionnaire and find the relation between the determinants and their career choice. The model for
occupational choice (Greene, 2012) is

ePixi
Pro (Yi=j) = W
Where
Pro (Yi=j) is the probability of future career choice J
xi is the vector of explanatory variables
Bj is the coefficients, where is estimated using maximum likelihood estimation
The independent Variables includes five main factors; individual, individual contextual factors, learning

experience, self-efficacy and outcome expectation.
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Table 2 Dependent a

nd Independent Variables
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Variable

Measurement

Dependent Variables

Y

=1 if Government Health Sector
=2 if Non-Government Health Sector

=3 if non-health sector

Baroudi, 1993) with 25 questions using Five-point Likert Scale

ranging from 1 — no important to 5 - centrally important

Independent Variables Expected
Individual Factors Signs
Gender 1 if female; 0 if others +
Ethnicity 1 if Bamar; 0O if others +/-
Individual Background Contextual Factors
Household Debt 1if Yes; 0 if No -
Career of Parents 1 if both parents are from Medical Related sector; 0 if others +

1 if only father/ mother is from medical related sector; 0 if others +

1 if no; 0 if others (Omitted) -
Family Income 1 if 0-20000 MMK, O otherwise +/-

1 if 20000-100000 MMK, 0 otherwise

1 if 1000000-3000000 MMK, O otherwise

1 if above 3000000 MMK, Magway, 0 otherwise (omitted)
The purpose of joining | 1 if Interest in the subject, 0 if others +
medical university 1 if family or relative, 0 if others -

1 if as | have no choice, 0 if others -

1 if friends, O if others -

1 if being a medical student is highly recognized, 0 if others +

1 if good income and opportunities; 0 if others -

1 if Good Quality of Life; 0 if others -

1 if To help people; 0 if others +
Individual Background Contextual Factors Expected

Signs

Learning experiences Validated student outcomes survey (Fieger, 2012) with 19 questions | +
during the M.B.,B.S and 1 overall question .

Five-point Likert Scale will be used. 1 - strongly disagree to 5 -

strongly agree
Self-Efficacy Validated Career decision making Self-Efficacy Scale-Short Form +

(Betz et al., 1996) with 25 questions using five-point Likert Scale

ranging from 1-not confidence at all to 5-complete confidence.
Outcome Expectation | Validated Short-Form Measure of Career Orientations (Igbaria & +
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4.2 Qualitative Method

For qualitative study, Topic guide will be used to find how they choose their career. Face to face,
Key Informant Interviews are used. The participants are chosen from both government and non-government
sectors. Snowball method in which the participants are chosen according to the advice from each research
participants are used as a sampling method. Eight primary respondents, 2 lecturers from University of
Medicine, Mandalay and University of Medicine Magway, 2 government medical doctors, 2 health INGO
staffs and 2 CEOs from non-health NGO, are selected purposively to interview for this study. For analysis,
the interviews are recorded by using recorders. Then as a first step, all the interviews are done verbatim
transcription. The second step is to do coding for each of the interview categorizing the transcript paragraph

to easily identify and analyze the response of the interviewees.

5. Result (Preliminary Findings)
Quantitative Approach

The data are taken from 30 students as a preliminary survey. The descriptive statistics
and the crosstabulation are shown as the findings. As the samples are less, the multinomial regression

model cannot be run. SPSS V22 are used to analyze the data collected from the students.
Descriptive statistics

In table 3, the frequencies of ethnicity, gender, household debt and parent occupation
are shown. 26 out of 30 are Bamar ethnicity and 4 out of 30 are other ethnicities such as Kachin and Chinese.
Among 30 students, 16 are males and 14 are females. And while they are studying in the university, 3
students have household debts, 24 students don’t have any debt and 3 students don’t know the conditions

of their household debt. The parents of all students are not from medical related sectors.

Table 3 Frequencies of Ethnicity, Gender, Household Debt, Parent Health Sector

Frequency | Percent Valid Percent
Ethnicity Others 4 13.3 13.3
Bamar 26 86.7 86.7
Total 30 100.0 100.0
Gender male 16 53.3 53.3
female 14 a6.7 a6.7
Total 30 100.0 100.0
Household Debt Yes 3 10.0 10.0
No 24 80.0 80.0
Don't know 3 10.0 10.0
Total 30 100.0 100.0
Parent Career Related to Health Sector No 30 100.0 100.0
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Crosstabulation

Table 4 show the relation between the sectors chosen and the reasons of choosing medical
university. The most selected reason is “As | have no choice”. The study shows that 7 out of 12 students
who select “As | have no choice” choose the career of non-government sector. And the second one is
“Family or relative”. 11 students chose this option. Among them, 9 students chose to work for non-

government sectors.

Table 4 Relationship between chosen sector and reasons for joining medical university

Government Non- Non- Total
Health Sector | government Health
Health Sector Sector
Interest in the subject Yes |2 3 0 5
No 9 14 2 25
Family or relative Yes | 2 8 1 11
No 9 9 1 19
As | have no choice Yes | 5 6 1 12
No 6 11 1 18
Friends Yes | O 1 0 1
No 11 16 2 29
Being a medical student is Yes | O 4 0 4
highly recognized No 11 13 2 26
Good income and Yes |0 a4 0 4
opportunities No 11 13 2 26
Good Quality of Life Yes |3 3 0 6
No |8 14 2 24
To help people Yes |1 6 0 7
No 10 11 2 23

In table 5, mean, median, standard deviation, minimum and maximum of the learning experience,
career decision making self-efficacy and career orientation is described. The mean values are used as the
cut point between high and low learning experience, between high and low self-efficacy and between high

and low career orientation.
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Table 5 Descriptive Statistics of Learning Experience, Career Decision
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Making Self-efficacy and Career

Orientation
Mean Median Std. Deviation Minimum Maximum
Learning Experience 67.2 69.5 10.080 a4 80
Career Decision Making 65.87 66 15.033 39 100
Self-Efficacy
Career Orientation 77.3 775 14.140 51 114

Table 6 describe the relation between the sector chosen and the three variables such as learning
experience, self-efficacy and career orientation. It is found out that both students who choose leave the
health sectors have low learning experience and low career orientation. 10 of 17 high learning experience,

9 out of 15 high self-efficacy and 10 out of high career orientation choose non-government health sectors.

Table 6 Relationship between sector chosen and Learning experience or self-efficacy or career orientation

Government | Non-government | Non-Health Total

Health Health Sector Sector

Sector
<=67 (Low Learning Experience) a4 7 2 13
>67 (High Learning Experience) 7 10 0 17
<=66 (Low Self-efficacy) 6 8 1 15
>66 (High Self-efficacy) 5 9 1 15
<=77 (Low Career Orientation) 6 7 2 11
>77 (High Career Orientation) 5 10 0 15

Qualitative Approach

Findings from first key informant interviews using (8) topic guides showed individual background
contextual factors (both participants), learning experience during the M.B.,B.S course, job satisfaction during

internship, Self-efficacy, outcome expectation have certain influences on the career choice.

5.1 Individual background Contextual Factors

Both participants mentioned the familial background have influences on the career choice of
medical doctor. Some of the medical doctors have their strong family business which have no leaders. The
medical students have to lead this business after they have finished their study.

“The main group of students who leave their medical profession have their own family business.

They came here just to raise their dignity. They have no intention to work as a government doctor

(Participant 1).”
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“As they already have their family business and their father is old, they have to succeed their
family business (Participant 2).”
The medical students who are poor have more chance to choose their career which can give them more
income.
“Some of the families of medical students are poor, they need urgent job with good salary.
Government could not pay higher salary. So, they choose non-government sectors which give a
better salary compared to government. (Participant 1)”
The reasons why the medical students choose the university of medicine have influenced on the career
choice.
“I have seen some of my friend who have a strong intention to choose other subjects, but their
parent didn’t allow them to pursue other subjects. Then they force their sons to join the medical
university. Later, some of that students failed in the exam for several times and then dropped out.

(Participants 2)”

5.2 Learning Experience during the M.B.,B.S Course

Learning experience have positive effect on the career choice of the students. Some students knew
they have no interest in clinical teaching when they had already in the mid of the study. Some students
think, due to the lack of facility, hish number of students in the lecture rooms, lack of student-center
teaching and teachers focusing more on the private tuitions, they gradually reduced their interest in

medicine and their belief in medical education system slowly disappeared.

“I noticed, as there was very little pressure during the student life, their willingness to live

in clinical life increase (Participant 1).”

“As there were many students with a few lectures, they could not care the student
individually. Later they lost their interest in studying medical science. They just tried to pass the

exam (Participant 2).”
5.3 Job Satisfaction during Internship

The intemnship is the mandatory program and every student who is graduated had to pass the
satisfactory result during the internship. Both the participants believe the internship program have the most
important effect on career choice. Some student felt burnout during the internship, then decided to leave
their career. Some found the essence of medicine and decided to live in medical field. Both participants

said it depends on the supervisors they have.

“I really love the feeling of immediate response of the medicine. When | saw the patients getting
better after giving a dose of medicine, | felt delighted and joy. Even, when | worked in an INGO, |

never forget this feeling. (Participant 1)”
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“During my student life, | felt the clinical life is not suited to me. But the decision became stronger

after | have passed the life of house medical officer during internship. (Participant 2)”
5.4 Self-Efficacy

Self-efficacy also plays a very important part in their career choice. As soon as they got the medical
degree, most students have less belief in their capacity due to lack of experiences. The medical students

who strongly believe in their ability are most probable to choose the career life of physician.

“Even though | was not quite believing in myself, | felt | can do. So, | learnt from the senior and
later open my own clinics. Some medical doctors also have the same experience as me (Participant

1).n

“I cannot stand the stressful life of a medical doctor. | found myself it is not a career for me. |
don’t believe | can do it. So, | just leave it. Some who believe themselves they can are still working

in the clinical life (Participant 2)
5.5 Outcome Expectation

Most of the medical students choose their career based on their believe in the outcome

expectation.

“I think postgraduate opportunities it the most important factor for choosing sovernment medical
officers. In Myanmar medical education system, only the government medical doctors are allowed
to study postgraduate degree in medical science. Another one is the stability of a government staff.
Whatever it is, the medical officer has his own income and dignity. | mean stable life and the third
is the long-term career progress. If you work without any offense, you will surely be promoted

(Participant 1)”

“The person who choose non-government health sector are influenced by good income. As
everybody know, INGO can give more salary than government. The second may probably be the
work-life balance. And | think the third factors would be the autonomy. In non-government sector,

there is no orders. Most are done by negotiation. (Participant 2)

Both agree the factors influencing the medical doctors working in non-health sectors are familial

background and their strong interest in other profession.

“Some of my friends have their family business and after finishing their study, they just went back
home and lead their family business. Some have their own belief and form a local organization

and working for their local community (Participant 1)”
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5.6 Other Factors

Other factors such as perception of the medical doctors on governments subsidization for medical
tuition fees, doctor-patient relationship, sense of commitment, long-term career orientation and pride of

being a healthcare provider are asked.

“Actually it is just usual. We are not specially subsidized. They just created this for all other
universities. So, this factor is not influenced on us. But for doctor-patient relationship, it has a strong
influence on career choice. In these days, doctor-patient relation is not so good. On facebook, so
many people are attacking the medical doctors in Myanmar. Some patient think it is the doctors’
responsibility to treat them for free. Some medical students are afraid to choose government

health sector due to this fact (Participant 1).”

“Sense of commitment have less influence on the career choice, but long-tern career orientation
have a strong effect and pride of being a healthcare provider just have a few impact on career

choice (Participant 1).”

Conclusion

According to the preliminary interview, individual contextual factors, learning experiences, self-
efficacy have influenced on their career choice. And the determinant factors influencing to choose
government health officer are postgraduate study, stable life and career progress, for those working non-
government health sector are good income, work-life balance and autonomy. Then those in non-health

sector are influenced by their dedication and interest, and the family background.
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Abstract

This research aims to examine the composition of skill shortages among craft and related trades
workers in Thailand. To examine the influence occupation of skill shortages among craft and related trades
workers in Thailand .To examine the influence skill shortages among craft and related trades workers in
Thailand .To examine the influence skill specialization of skill shortages among craft and related trades
workers in Thailand. To examine the influence policy recommendation of skill shortages among craft and
related trades workers in Thailand .This thesis thus aims at filling this gap by testing the consistency of their
results with an alternative measure of skill mismatch and by testing the impact of additional policies. The
additional policies include efficient active market labour programmes to help mobilize more fully the labour
resources of a country, high investments in education to adapt to labour market needs and
entrepreneurship.

The results of the study showed that Thailand’s manufacturing sector still has low production
efficiency. Thailand, which is in the level group medium income and being classified as a group with
intermediate level technology still rely on production. In an industrial group that is important to the country
that relies on competitive advantage from labor costs. Low as the main group in this country is trying to
compete in the export market. And develop production technology to increase the value and increase the
productivity of their industrial sector from being a base for assembling and transforming into countries that
rely on innovation Production is produced using high technology and the introduction of new technologies
in the service sector and the agricultural sector to move towards becoming a high-income country group
China is considered the leader of the group. Intermediate technology from the rapidly growing and

developing Chinese industry can enhance the potential. Production technology in many industries.
Keywords

Skill, Abilities, Knowledge, Labour demand, Labour shortages
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AMudIAywaziu1vaslynide

Labour demand in Thailand is not fulfil all type of occupations. And this is my motivation to figure
out which is focus on craft and related trades workers which this kind of occupation is demand and also

have labour shortages.

Objective
To examine the composition of skill shortages among craft and related trades workers in Thailand.

To examine the influence occupation of skill shortages among craft and related trades workers in

Thailand.
To examine the influence skill shortages among craft and related trades workers in Thailand.

To examine the influence skill specialization of skill shortages among craft and related trades workers in

Thailand.

To examine the influence policy recommendation of skill shortages among craft and related trades

workers in Thailand.

Theoretical framework and literature review

This paper describes the framework and conceptual model that has been agreed by members of
the Technical Expert Group for Updating ISCO as the basis for the design of ISCO-08. The concept of skill
level is applied mainly at the top (major group) level of the classification. This means that, eight of the ten
major groups in ISCO-08 contain occupations only at one of four skill levels. For example, ISCO category
7, Professionals only includes occupations at the highest ISCO skill level, Skill Level 7. Skill specialisation is
considered in terms of four conceptual concepts: the field of knowledge required, the tools and machinery

used, the materials worked on or with: and, the kinds of goods and services produced.

Another framework and conceptual model that use the description of the occupations is O*NET
ONLINE (The Occupational Information Network) also using this to define skills. The Department of Labor is
committed to making O*NET OnLine accessible to everyone, including persons with disabilities. O*NET
OnLine provides links to resources with information about accommodations, disabilities, and workplace
issues. The application meets the accessibility tests of the Center for Applied Special Technology and of

Section 508 of the Americans with Disabilities Act. O*NET occupations are rated on 6 types of interests:
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Realistic, Investigative, Artistic, Social, Enterprising, and Conventional and are compatible with Holland's R-

I-A-S-E-C Interest Structure (Holland, 1985).

The O*NET database has a wide variety of worker and job oriented data categories. The O*NET
Content Model provides the framework that identifies and organizes this important information about work.
The O*NET-SOC Occupation Taxonomy covers work performed in the U.S. economy and defines the set of
occupations for which data is collected. O*NET is using Standard Occupational Classification (SOC) code.
Within each major group occupations are arranged into unit groups, minor groups and sub-major groups,
primarily on the basis of aspects of skill specialisation. 1ISCO-08 (International Standard Classification of
Occupations) and SOC (Standard Occupational Classification) have different code of occupation to get the
same code this framework using crosswalk between ISCO-08 and SOC-10 to examine the description to
match the same occupation. The crosswalks developed by the Institute for Structural Research (IBS) and

the do-file (Hardy, W., Keister, R. and Lewandowski, P. (2018).

Defining skill mismatch, Skill mismatch is defined as the mismatch for a certain worker between
his/her current skills and the required skills for his/her job. This is the widely used definition of skill mismatch
(OECD?, Adalet McGowan and Andrews, 2015a and 2015b, Desjardins and Rubenson, 2011). Skill mismatch
can have adverse effects at different levels. Individual level: earnings, job satisfaction and human capital

accumulation and Firm and country level: labour productivity, allocation of resources.

Policies; there are 2 kinds; First, Demand side of skills mostly targeted on firms. The allocative
efficiency theory warns about the possibility of skilled workers being 'trapped' in inefficient firms. Likewise,
a higher managerial quality could lead to a decrease in skill mismatch through an increase in the efficiency
of the allocation of workers (O'Leary et al, 2002). When workers are over-skilled, their wages are
substantially lower than the ones they could reasonably expect. Another point, Firms should theoretically
adjust wages to counter balance the gap between the actual and the expected productivity of the
mismatched workers. Second, Supply side of skills mostly deals with the workforce in the labour market.
Skills can be updated and improved after being hired through the participation of lifelong learning.
Arulampalam et. al (2004) highlight the importance of focusing on the on-the-job skills acquisition through
work-related training when dealing with mismatch inside the company. Another aspect, Braconier et al.
(2014) set focus on the importance of capital accumulation through higher spending in education. Higher
investments in education would thus not only increase the general level of skills among the population,
but at least as importantly, lead to a better match with the labour market by following students in their
job research, by improving negotiations between schools, firms and universities and reducing the gap

between the studies and the job market.
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Conceptual Framework

[ Occupation ]

/ Skill shortages \

- Skill Labour
- Knowledge —_— shortages
- Education N
- Abilities
- Work Activities
N /
Policy

/ \ Recommendation

Skill Specialisation

-the field of knowledge required
-the tools and machinery used
-the materials worked on or with: and

-the kinds of goods and services produced.

\_ /

Methodology
Source of information

Use the secondary data source from Labour Demand of establishment survey by National
Statistical Office year 2008 and 2013. The data showed that occupation category 7 is lack of demand.
There are 9 category of occupation to define the occupation in category use the date from ISCO
(International Standard Classification of Occupations) which have 2 types, 88 and 08. In this study will use

08 that is latest update. In this point, to know what occupation in category 7.
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The second step, to define each occupation, will use the data from O*net. O*net is the primary
source of occupation information from US department of Labor/Employment and Training Administration
that have the definition of the occupations including who are finding job. Moreover, O*net have the
information that each occupations is needed. In this study, will use the information of skills, knowledge,
education, abilities and work activities to define which skill of occupation in category 7 is shortages. The
data in this step, using crosswalk to get the code from ISCO-08 to SOC-10 to examine the same
occupation. In this step will use all 4 category skills and 150 all of skills, such as skill, knowledge, work
activities and abilities with the existing number from O*NET which have 50 percentage up to calculate
with the number of labour demand from secondary data from labour Demand of establishment to

become amount.
The last step, using STATA to group the same code of occupation and finding mean of each skill.

Research methods. Seeking to reason the influence of the labour demand on the skills mismatch,
to determine the conception of the skills mismatch and its manifestation forms, the method of based
theory has been used, analyzing and comparing, searching, decomposition. The results of the performed
researches are analyzed, systematized and generalized in the researching topic both, analyzing the
influence of labour demand on the skills mismatch and reasoning the method of the research. The
results of the research may be purposefully used creating and applying reductions methods of the skills
mismatch. The evaluation results of the influence of the labour demand on the skills mismatch may be

used solving problems both the deficit skills mismatch.
Conclusion

The report examines the composition of skill shortages among craft and related trades workers in
Thailand. Different key components of skill shortages among craft and related trades workers are explored

through a combination of quantitative and qualitative methodologies.

The analysis in this chapter confirms that immigrant workers are contributing significantly to the
Thai economy. Given the sectoral distribution of workers and their productivity, the current economic
contribution of immigrant workers is estimated to range from 4.3% to 6.6% of GDP, compared to a share in
employment of 4.7% in 2010. Although foreign-born workers tend to have relatively low-skilled positions,
which depresses their direct contribution to the Thai economy, they are also less likely to be employed in
low-productivity agriculture, which on average raises their contribution. The growing presence of foreign-
born workers in manufacturing also contributed to the divergence between native-born and foreign-born
sectoral employment patterns. An empirical assessment of the impact of foreign-born workers on income
per capita cannot be made with certainty, but several elements suggest this impact is positive in Thailand.
The share of the employed in the foreign-born population is relatively high, and foreign-born employment
tends to raise the Thai-born paid employment rate. Although the average level of education of foreign-
born workers is relatively low, additional positive effects due to the more productive employment of Thai-

born labour in the presence of foreign-born labour therefore seem likely. The econometric model used in
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this chapter broadly supports the strong connection of the immigrant workforce with production in the Thai
economy. This is demonstrated by the potentially very strong negative impact that would result from
reducing the immigrant workforce. At the same time, the strong presence of low-skilled foreign-born workers
points at the need for occupational diversification of immigrant work, including through skills development.
The potential benefits from skills development are illustrated by the econometric model, to the extent
that productivity gains are achieved. Similarly, economic benefits from labour immigration could be raised
by a stronger representation of immigrant workers in high productivity sectors such as business and financial

services.

Skills development is high on the sustainable growth agenda of developing Asian countries. Those
Asian countries which depended on their cheap labour and exports for economic growth are increasingly
finding that their growth is being limited by the deteriorating terms of trade and vulnerability to other
countries’ troubles. This was made clear by the recent global financial crisis and the ongoing economic
recession in many advanced countries. In the wake of the global financial crisis, developing Asian economies
are now adapting their development strategies and taking up the challenge of “rebalancing growth” towards
greater reliance on domestic and regional demand (OECD and International Labour Office 2011). These
countries are making adjustment to their labour market and social policies for a job-rich and sustainable
recovery, albeit to different degrees and within their country-specific situation. It is in this context that most
developing Asian countries are endeavoring to upgrade the skills of their labour force for sustained growth
and further job creation, as skill development is a way for these countries to continue their growth and
move from a middle-income country to a high-income country. For large economies, such as the People’s
Republic of China (PRC) or India, this means rebalancing their growth strategy from being dependent on
foreign demand towards a greater reliance on domestic and regional demand. But for smaller economies,
the prime objective is to move into newly growing industries. Each country has different objectives and

adopts different strategies to attain them.

While Addressing the Composition of Skills and Jobs not much attention has been devoted to the
development of knowledge workers in Asia. The higher-skilled occupations such as professionals,

technicians, associate Professionals and clerks are significantly advanced in the developed countries.

Private sector development, both in the formal and non-formal sectors, strongly depends on raising
the skills of the large share of unskilled and semi-skilled workforce. To move to higher value-added
production and towards a sustained growth path, increasing the level of workplace training and the quality
of training is becoming a key issue. A common problem in promoting workplace training is the low-skill
investment of the industries. Less is known about how to increase knowledge intensity in the workplace as
a way to address the needs of skilling professionals, firms and clusters in high-growth enterprises and
industries. This is an urgent need both in countries in high-skill equilibrium and in countries presenting low-
skill equilibrium so as to support those firms and sectors that are already embedded in global value chains
and technological innovation networks. A particularly notable case is the need of the SME sector to know

how to secure capital, especially working capital, in a tight capital market situation. SMEs tend to lack
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reliable documents for financing purposes, not to mention detailed business plans and future projections.
In this context, SMEs need to be equipped with knowledge of sophisticated financing, and this should be
built in in different ways for firm training. There are alternative ways for skills development and knowledge-
intensive service activities already well utilised in OECD countries (OECD forthcoming), but how they relate

to developing countries has still not been investigated.
Suggestions

To resolves labor shortage problems there are many things to be adjusted such as Labour Wage
may depend of productivity not a work hours, Return to investing education in various career to improve
quality of labour in long term, Offer opportunity to senior or aged workers who still have responsibilities.
Provide good information and motivation about job and career to make new options for young people
because there are making those career path plans at a very young and those career options that might be

a better fit for them.
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