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Executive Summary

Despite protection for financial consumers such as depositors and insurance policyholders becomes
more important as rapid financial system development in globalization era leads to more complex and
integrated financial products and services, resulting in higher risk and exposure for financial consumers,
Thailand has not yet paid much attention to financial consumer protection. Both public and private sectors
concentrate on areas of financial system development, particularly on financial institutions supervision and
regulation such as the amendments of the Financial Institutions Businesses Act 2008, the Bank of Thailand
Act 2008, and the Insurance Commission Act 2007.

The next stage of financial system development should therefore give more focus on increasing
financial consumer protection to an international-accepted standard. This includes increasing the level of
financial literacy in the country, which is an important tool for financial consumers in making decision on
using financial services. In addition, high literary of financial consumers will encourage financial institutions
and insurance companies to provide more information as their important responsibilities, and enhance
competition in the financial system.

The aim of this research is to study how Thailand should protect depositors and insurance holders,
leading to efficient financial consumer protection and social sustainability, which includes an appropriate
financial education policy for Thailand, by studying the level of financial consumer awareness of depositors
and insurance holders in Thailand and the financial consumer protection system in Thailand and foreign
countries.

From the experiences of eight developed and developing countries in the areas of financial consumer
protection and education, we can divide the organization structure of the institutions that is responsible for
financial consumer protection into two categories: 1) separated financial consumer protection authorities such
as financial consumer protection committee and financial consumer agency and 2) financial regulators. The
advantages of having separated financial consumer protection organizations are that financial consumers are
not confused in contacting with various organizations, cost reduction in consumer complaint system, more
specialized skills in financial consumer protection, same standard of protection across financial product, and
lastly better use of information from consumer to improve related financial laws and regulations. However,
designing form of financial consumer protection organization in each country depends on two important
factors, which are financial institutions regulator model and how much consumers have confidence in
regulators.
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For Financial Education, most of the countries which do not have separated financial consumer
protection organization generally set up financial literacy committees to respond for planning or processing
about financial education strategy. On the other hand, it may be unnecessary for countries which have
financial consumer protection organization to set up financial literacy committees as most of them also
include financial education in the responsibility of their organization. In addition, most countries tend to pay
attention in having National Strategy for Financial Literacy, which helps to increase their financial literacy
level.

This research surveys 1,061 depositors and insurance holders in 14 provinces in Thailand (Chiang
Mai, Nakhon Sawan, Khon Kaen, Nakhon Ratchasima, Surat Thani, Songkhla, Chon Buri, Phetchaburi,
Bangkok, Nonthaburi, Pathum Thani, Nakhon Pathom, Samut Sakhon and Samut Prakan). The survey focuses
on the effects to financial awareness on financial consumers’ behavior and also on their awareness about
complaint handling system. The key findings from the survey can be summarized as follows:

® Most of the respondents are not willing to take risks from using financial services and do not
understand well about financial services, except deposit and insurance. As a result, they do not use these other
financial services.

® Most of the depositors are aware that the Bank of Thailand is the financial institutions’ regulator
and specifies that the rules of information disclosure by financial institution. In addition, depositors have fairly
confidence in the Bank of Thailand’s regulatory role but they have less confidence in financial institutions’
financial status and staff efficiency.

® Most of insurance holders are unaware that Insurance Committee is the insurance companies’
regulator. However, they have fairly confidence in Insurance Committee’s regulatory role but they have less
confidence in insurance companies’ financial status and staff efficiency.

® More than half of the depositors believe that the Government will not allow large financial
institutions go bankrupt (Too big too fail). Moreover, 47 percent of the depositors will withdraw their money
from financial institutions if other financial institutions have financial status problem, indicating possibility of
bank run in the system.

® The depositors have low understanding about the deposit insurance system in Thailand.
Insurance holders also have low understanding about the insurance fund.

® Most of the depositors and insurance holders never face unpleasant experiences from using
deposit and insurance products. For the respondents, who used to have disputes, they did not report or
complain their experiences to any organizations. The reasons for that is the low level of awareness about the
organization which responsible for handling their complaints and complication of handling complaints.
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® Most of the respondents follow financial-related information at least once a month. The most
popular way to get information is through financial institutions and insurance companies’ staff.

® More than half of the respondents believe that there is low possibility for them to be the victim of
financial crimes. They consider themselves as the most important one to protect them from the financial
crimes. Most of them protect themselves from the financial crimes by frequently verifying their financial
statements and avoiding doing transactions on telephone or internet.

® The result of the Ordered Probit Logistics Model indicates that depositors’ awareness of financial
regulations and protection section depends on sex, influence on making financial decision, tracking financial
information frequency, ages, and education while only education has an effect on insurance holders’

In sum, the results of the study show that most of depositors and insurance holders have low
understanding of financial services and also low awareness of recent changes in financial regulations and
financial consumer protection in Thailand. In addition, most of the consumers who experienced problems with
financial institutions and insurance companies did not make complaint. Therefore, we recommend that
policymakers should improve financial consumer protection and education in Thailand. For a short-term plan,
the Financial Consumer Protection and Education Committee should be set up within the Ministry of Finance,
and in other financial related organizations. The purpose of this committee is to motivate corporation in
financial consumer protection and education. In addition, this committee should have roles in creating
“Financial Literacy Master Plan”, and studying in establishing financial consumer agency.

For a long-term plan, the newly set-up committee should focus on achieving the following
suggestions:

1) To create a financial education plan for not only on the national level, but also local and
community scales. The plan should concentrate in various targets by classify financial literacy needed for each
targets, and should be aware of advantage and disadvantage of different ways to educate financial consumer.

2) To contain financial literacy in fundamental education.

3) To encourage financial institutions to increase their roles in financial education for their clients.
Regulators may set the standard of providing financial system of financial institutions.

4) To promote the importance of financial literacy for financial consumers in avoiding financial risk.
Do frequently survey about financial consumers awareness and financial literacy.

5) To establish financial consumer agency to responsible for the following roles:

- Customer service, to facilitate responses on financial matters for the public, including

provide information, answer questions and settle disputes
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- Suggest financial institutions regulators in improving financial laws by using information
from consumer
- Financial mediation disputes between consumers and financial institutions
- Complaint Management and Advisory

- Coordinate with other organizations to plan or doing financial education campaign
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