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Abstract

Gold was precious in ancient times for religious ceremonies. That currently applies to
international reserves and investments. But over the past two decades, gold prices have fluctuated.
The study aims to analyze factors affecting gold prices and the long-term equilibrium relationship of
gold prices together with the essential economic variables of the US, including the USD, policy
interest rate, bond yield, consumer price index, Nasdaq stock indexes, and crude oil prices.

The methods of this study used the VAR model with modern econometric tools developed
from traditional methods, which are 1) unit root test. 2) long-term equilibrium relationship by
cointegration test. 3) test for a cause-effect relationship between variables by causality. 4) analyze
impulse-response function, and 5) analyze variance decomposition, using 252 monthly time series
data from 2001-2021.

The results show that: 1) Gold prices have a long-term equilibrium relationship with the
USD, policy interest rate, bond yield, consumer price index, Nasdaq stock indexes, and crude oil
prices by cointegration test. 2) USD and inflation are the main that affects the gold price. When the
USD strengthens, the gold price will decrease. As inflation increases, gold prices increase by
causality test. 3) The shock of bond yields has an influence the greatest on gold price volatility by

impulse-response function and variance decomposition test.

Keywords: gold price, 21st century, uncertainty, cause-effect relationship
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Trend and Intercept

Variable Level I(0) First Difference I(1) Result
t-statistic t-statistic
GOLD -1.713994 -12.83655% I(1)
BOND -1.845444 -12.27568* I(1)
FEDF -2.221472 -7.573319% I(1)
NDX 1.595652 -15.21510% I(1)
USD -2.210383 -15.99322% I(1)
USCPI -2.017014 -9.898960* I(1)
OIL -2.630549 -10.51979* I(1)

NBIie: * NIzAUNdIADY 0.05
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Y v v da
ﬂ'lﬁ'lﬂﬁ 2 MINATDUANUTAUNUTITIAAYNINISYSYD

Hypothesized Trace P-value Max-Eigen P-value
No. of CE(s) Statistic Statistic
None 159.4311 0.0001* 64.10449 0.0003*
At most 1 95.32658 0.0535 37.35349 0.0982
At most 2 57.97309 0.3028 24.53713 0.4170
At most 3 33.43595 0.5328 16.07939 0.6590
At most 4 17.35656 0.6137 9.192067 0.8166
At most 5 8.164497 0.4480 4.601686 0.7910
At most 6 3.562811 0.0591 3.562811 0.0591
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famnls ANUAUTUS A-squared P-value
A USD taz A GOLD A usp —A GoLD 5.358673 0.0206*
A FEDF 11az A BOND A FEDF—A BOND 6.037213 0.014*
A BOND—>A FEDF 10.32103 0.0013*
A OIL uaz A BOND A oL —ABOND 6.075695 0.0137*
ANDX 1az A FEDF ANDX —> A FEDF 21.59015 0.0000*
A OIL 1tag A FEDF A olL — A FEDF 4.111604 0.0426*
A FEDF—>A OIL 15.6166 0.0001*
ANDX uaz A oIL ANDX— AoLL 8.41766 0.0037*
A USD uaz A OIL Ausp —>AoIL 3.809035 0.051%*
A FEDF uag A USCPI A FEDF—>A USCPI 4.037952 0.0445*
A OIL ag A USCPI A oL —>A uscpi 21.42577 0.0000*
A USD uag A USCPI A usp —A uscrl 6.449459 0.0111*
Avuscriuag AGoLD A UScpr--»A GOLD 3.494791 0.0616%*
A FEDF uag A NDX A FEDF--»ANDX 3.287435 0.0698%*
A FEDF waz A USD A FEDF - ~»A USD 2.819215 0.09317*
A BOND uag A USD A BOND--»A USD 3.508615 0.0611%*
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Response to Cholesky One S.D. Innov ations
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Y a 4 U
ﬂ'lﬁ'l\‘i‘ﬁ 4 HaMsAATIHMsLendIUANNLYIUs U

Period S.E. LNGOLD LNUSD LNUSCPI LNOIL LNFEDF LNBOND LNNDX

1 0.036075 100.0000 0.000000 0.000000 0.000000 0.000000 0.000000 0.000000
3 0.067516 97.40604 1.472842 0.768654 0.027202 0.035964 0.021354 0.267947
6 0.094989 96.54690 1.369399 1.458784 0.258639 0.025622 0.180448 0.160203
9 0.113990 96.24047 1.139853 1.361239 0.380886 0.037938 0.661239 0.178372
12 0.128831 95.69249 0.976155 1.136947 0.428744 0.050961 1.418441 0.296264
24 0.169880 91.45505 0.711010 0.718978 0.459000 0.111214 5.675222 0.869529
36 0.196576 87.09214 0.747354 0.788273 0.474754 0.231630 9.513234 1.152612
48  0.215106 83.71975 0.896633 1.006713 0.505601 0.418343 12.21042 1.242539
57 0.225320 81.75033 1.024394 1.211302 0.534148 0.581544 13.65426 1.244027

60  0.228180 81.18025 1.066088 1.283778 0.544594 0.637090 14.05114 1.237066
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Abstract

This study is conducted to investigate the relationships among international trade, trade
openness, financial development and economic growth in Thailand over the period 1997-2021 using
time series analysis. The ADF test is used to verify the order of integration of the variables and the
Johansen cointegration methodology is employed to investigate the long run relationship among
these variables. It is found that there exists the long run relationship among these variables. The Error
Correction Model (ECM) is also estimated to test the short run adjustment of the system. It is found
that the system is able to adjust back to its long run equilibrium at the rate of 58 percent of the
disequilibrium in each successive time period after the shock occurs. In addition, the direction of
causality between these variables is estimated by Granger Causality Test. It is found that there is
unidirectional causality from import to economic growth, economic growth to export, import to
export, financial development to export and import to financial development; and bidirectional
causality between trade openness and economic growth, financial development and economic

growth, trade openness and export, and financial development and trade openness.

Keywords: International trade, Trade openness, Financial development, Economic growth,

Cointegration.
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1. Introduction

GDP is the international standard for measuring the economic output and growth of
countries. The most important criteria to evaluate the performance of an economy is GDP growth.
There are a large number of studies to identify the main drivers of economic growth. These studies
indicate different drivers of growth including international trade, trade openness, foreign direct
investment, financial development, domestic investment, and capital stock. This study aims to
examine the relationship among international trade, trade openness, financial development, and
economic growth by using time series analysis for the case of Thailand.

Over the past years, the relationship between economic growth and international trade was
focused by many economists when international trades come into being. With the development of
international trade, it has been the debate of economic research in academe because of its impact on
economic growth. Chen (2009) reviewed several theories on the relationship between trade and
economic growth. One is a theory of classical school of economics which believe that international
trade promoted economic growth in two ways. One is international trade improved the optimal
distribution of resources and productivity consequentially and then stimulated the economic growth;
second, a country could gain raw materials and equipment which it could not produce. Those provide
the material basis for economic development. The famous theories of classical school are exports of
surplus of Adam Smith, comparative advantage of David Ricardo, the interests of the trade
development of John Mueller. However, all these theories interpreted the relationship to some extent
but ignored that the international environment is complex and unruly. Another one is the theory of
new-growth school, led by Romer, Lucas and Svensson, the representatives of this school, pointed
out that the growth of developed countries would be attributed to the improvement of productivity.
Based on this fact, the theory resulted in a series of models to study the relationship among
international trade, technological progress and economic growth. They viewed that international
trade could promote economic growth through technology spillover and external stimulation. The
relationship between GDP growth and export which is an important component of international trade
has conducted in many studies. Most of the studies resulted that export has positive impact on GDP
growth. Gokmenoglu et al. (2015) state that there is a long run relationship among international
trade, financial development and economic growth. The results indicate that international trade and

financial development spur economic growth in Pakistan. Although, there is some empirical evidence
L ————————————————————————————————————————————————————————————————————————————————————————
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supporting export-led growth, the empirical support for import-led growth hypothesis is relatively
stronger. In some cases, there is also evidence for reverse causality from gross domestic product
growth to exports and imports (Awokuse, 2008).

There are also many studies focused on the relationship between trade openness and
economic growth. It has received a great deal of attention both in the theoretical and empirical
literature during the last three decades. However, there is no consensus on whether greater openness
to trade stimulates economic growth. Eris and UlaSan (2013) investigate the relationship between
trade openness and economic growth. The results find that no evidence that trade openness is directly
and robustly correlated with economic growth in the long run. Keho (2017) found that trade openness
has positive effects on economic growth both in the short and long run. Furthermore, they reveal a
positive and strong complementary relationship between trade openness and capital formation in
promoting economic growth.

Further to that, there has been substantial theoretical and empirical work on the role that
financial markets play in fostering economic growth and development. Gregoriom & Guidotti (1995)
examines the empirical relationship between long-run growth and financial development. They found
that those studies have dealt with different aspects of this relationship. Several studies have attempted to
establish whether financial deepening leads to improved growth performance, and have endeavored to
analyze the strength of this relationship. Other studies have focused on identifying the channels of
transmission from financial intermediation to growth. While empirical studies often find a positive
relationship between indicators of financial development and growth, much controversy remains about
how these results should be interpreted. There are two main sources of controversy. First, there is
debate over the issue of how to measure empirically the extent of financial intermediation. Typically,
financial intermediation has been proxied largely by the level of the real interest rate and by various
monetary aggregates, all of which pose significant problems of interpretation. The second area of
controversy concerns the channel of transmission from financial development to growth. While some
studies find there is no clear relationship between measures of financial development and savings or
investment rates.

Although there are a lot of studies that investigate the relationships among international trade,
trade openness, financial development and GDP growth, the literature on Thailand is limited. And also,

after economic crisis in 1997, many indicators pointed out that the economic structure of Thailand has
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been changed, especially international trade and financial development. This research aims to
investigate the existence of the long run relationship between international trade, trade openness,
financial development and GDP growth, the short run adjustment of the system, and the direction of

causal relationship among these variables for Thailand after economic crisis.

2. Literature Review

International trade encompasses the inflow and outflow of goods and services in a country. A
country’s imports and exports represent a significant share of her gross domestic product (GDP); thus,
international trade is correlated to economic growth. In an open economy, development of international
trade greatly impacts GDP growth (Li et al., 2010). The relationship between international trade, trade
openness and GDP growth has conducted in many studies. Most of the studies resulted that export has
positive impact on GDP growth. Adeleye et al. (2015) indicates that international trade has a positive
effect on economic growth and is also important in boosting economic growth. This is because exports,
one of the proxy variables of international trade, give positive and significant effects on economic growth.
Purnama & Yao (2019) found that there is a long term co-integrated relationship between international
trade and economic growth in ASEAN countries. International trade and foreign direct investment have a
long term, positive impact on economic growth. Rodtussana (2002) studies the causal relationship
between openness and economic growth. Results show that all openness variables and economic growth
are co-integrated and the Granger causality test shows that the export and trade variables are related to the
economic growth and the import growth rate and capital and financial growth rate are determined by
economic growth rate. Muhammad et al. (2015) investigate the relationship between financial
development, international trade and economic growth for Australia. They find the long-run relationship
among the variables. Financial development, international trade, and capital appear as the drivers of
economic growth in short and long runs. The feedback effect exists between international trade and
economic growth. Financial development Granger causes economic growth validating supply-side
hypothesis. Sakyi et al. (2015) investigate the long-run impact of foreign direct investment and trade
openness on economic growth in Ghana. They find that the interaction of foreign direct investment and
exports has been crucial in fostering growth. From a policy-oriented point of view, the study recommends
the channeling of foreign direct investment to export-oriented sectors and the promotion of export-led

growth strategies in long-term development plans. Fatima et al. (2020) explore the empirical impact of
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trade openness on gross domestic product (GDP) growth. The results outline an intriguing indirect
relationship between trade openness and GDP growth. If human capital accumulation (HCA) is taken into
account as an intervening variable, trade may have a negative impact on GDP growth when countries
exhibit a low level of HCA. When the ratio of total trade to GDP, the ratio of exports to GDP, and the
trade openness index are used as proxies of trade openness, then trade openness has a significant, positive
impact on economic growth in both the short run and the long run. However, when the ratio of imports to
GDP is used as a proxy for openness, the study fails to find any significant impact of trade openness on
economic growth in both the short run and the long run (Malefane, 2020). Huchet-Bourdon et al. (2017)
study the relationship between trade openness and economic growth on some new insights on the
openness measurement issue. The finding shows that countries exporting higher quality products and new
varieties grow more rapidly. More importantly, there is a non-linear pattern between the export ratio and
the quality of the export basket, suggesting that openness to trade may impact growth negatively for
countries which are specialized in low-quality products. A non-linear relationship between export variety,
the export ratio and growth are also found, suggesting that countries increasing their exports will grow
more rapidly after reaching a certain degree of the extensive margin of exports.

The literature usually defines financial development as the improvement in quantity, quality
and efficiency of financial intermediary services. This process involves the combination of many
activities and institutions. One of commonly used measure of financial development is the ratio of
broad money (M2) to GDP. A higher M2/GDP ratio implies a larger financial sector and therefore
greater financial intermediary development (Calder6n & Lin Liu, 2003). However, there are another
measurement of financial development. Gregorio (1995) indicates that it is more advantage in using
the ratio of bank credit to the private sector to GDP over measures of real interest rates or monetary
aggregates such as M1, M2, M3. The ratio of bank credit to the private sector to GDP more
accurately represents the actual volume of funds channeled to the private sector. Therefore, it is more
directly linked to investment and economic growth. With the limitation of availability of data, this
study uses broad money (M2) as the indicator of financial development.

The question of whether financial development causes economic growth or economic
growth causes financial development has been empirically examined in the recent literature. For
example, Calderdn & Liu (2003) examine the direction of causality between financial development

and economic growth on pooled data of 109 developing and industrial countries from 1960 to 1994.
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The paper finds that financial development generally leads to economic growth, the Granger
causality from financial development to economic growth and the Granger causality from economic
growth to financial development coexist, financial deepening contributes more to the causal
relationships in the developing countries than in the industrial countries, the longer the sampling
interval, the larger the effect of financial development on economic growth and financial deepening
propels economic growth through both a more rapid capital accumulation and productivity growth,
with the latter channel being the strongest. Caudill & Chang (2005) examine the relationship between
financial development and economic growth in Taiwan from 1962 to 1998. The results from Granger
causality tests suggest unidirectional causality running from financial development (measured as the
ratio of M2 to GDP) to economic growth which supports the supply-leading hypothesis for Taiwan.
Khan et al. (2000) indicate that the effect of financial development on growth is positive, the size of
the effect varies with different indicators of financial development, estimation method, data
frequency, and the functional form of the relationship. Financial development is a key factor in
changing economic conditions. Moreover, financial development has a positive correlation with
economic growth regardless of the economic situation. This shows that financial development is a
stimulator for economic growth while the openness of the country is a factor that stimulates the
financial development (Khattirat, 2016). However, there are conflicting views concerning the role
that the financial system plays in economic growth (Hassan et al., 2011). Pagano (1993) indicates
that domestic gross saving is positively related to growth. Moreover, other proxies for financial
development, such as domestic credit provided by the banking sector and domestic credit provided to
the private sector, are positively related to economic growth.

The literature on the relationship among export, import, trade openness, financial
development and economic growth is far from consensus. The findings depend on the differences in
countries examined, time periods examined, variables measured, and the conducted methodologies of

the study, thus the empirical findings in these studies are somewhat contradictory.
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3. Methodology
3.1 Data

The data used in this research are the quarterly figures of 1997-2021 containing variables,
gross domestic product (GDP), import (M), export (X), trade openness (TO) and monetary aggregate;
broad money (M2) as the indicator of financial development (FD). GDP figures are chain volume
measures GDP on reference year 2002, trade openness data is the total volume of export and import
in percent of GDP and broad money are in percent of GDP. GDP data is collected from the office of
the National Economic and Social Development Council of Thailand (2022). Export, import and M2
are gathered from the Bank of Thailand. The data is transformed into natural logarithmic form in

order to capture growth effects.

3.2 Econometric analysis

This study investigates the relationship among international trade, trade openness, financial
development and economic growth in Thailand by using time series econometrics methodology. The
empirical investigation involves four steps. First of all, Augmented Dickey-Fuller (ADF) (1981) unit
root test is used to test whether variables are stationary. The second step tests the presence of long-run
relationships among the variables using Johansen and Juselius (1990) cointegration test. The third step
is to estimate the short run adjustment of these variables using Error Correction Model (ECM). The
fourth step is to carry out the estimation of causal relationships among the variables using Granger
causality tests. To avoid the potential of multicollinearity, some variables are redefined to express in
ratio, such as trade openness and broad money, so that each independent variable has a clear, unique
role in explaining the dependent variable.

Log-linear specification of the variables are used. There are two reasons why variables are
converted into natural logs. First, the coefficients of the cointegrating vector can be interpreted as
long-term elasticities if the variables are in logs. Second, if the variables are in logs, the first
difference can be interpreted as growth rates (Adhikary, 2011). The following equation in log-linear

form is estimated:
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Where Y is real GDP. X, M, TO, FD represent, export, import, trade openness and financial
development respectively. All are measured as percent of real GDP. BO is an intercept of the
relationship in model. [3 L [32, [33, [3 , are coefficients of exogenous variable which present the elasticity
of the explanatory variables. The error-term (&) is assumed to be independently and identically

distributed. The subscript (t) indexes time.

3.2.1 Unit Root Test
Prior to any empirical analysis, the order of integration of the variables has to be
investigated. In this study, ADF test is used to test whether the series are stationary. The null
hypothesis for ADF test is that the series has unit root. If the series is non-stationary at level, the first
differences of the series should be taken in order to see if the series is stationary. Stationary series at
level is denoted by I (0) and stationary series at first differences is denoted by I (1).
Rodtussana (2002) suggests that testing unit root should be started from the general model

includes trend and intercept. The model can be written as follows;
AX, = ag +ayt+ a X, + Y0 00X, + & 2)

Where X is variable tested, () is the constant, ({1 is the coefficient of time trend, (5 is the

coefficient of lagged variable, t is the time trend, € is a pure white noise error term and p is the lag level.

3.2.2 Co-Integration Test

The Johansen test and estimation strategy; maximum likelihood, makes it possible to
estimate all cointegrating vectors when there are more than two variables. If there are three variables
each with unit roots, there are at most two cointegrating vectors. More generally, if there are n
variables which all have unit roots, there are at most n-1 cointegrating vectors (Dwyer, 2015).

In the event of the non-stationarity of each variable, the cointegrating relationship among
variables is studied by the Johansen-Juselius procedure (Johansen 1988, Johansen-Juselius 1992,
1999) to overcome the associated problem of spurious correlation and misleading inferences. The
basic idea behind cointegration is that if two or more series move together in the long-run, even
though the series themselves are trended, the difference between them is stationary, and it is possible

to regard these series to have a long-run equilibrium relationship (Adhikary, 2011).
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Johansen’s methodology takes its starting point in the vector autoregression (VAR) of order

p given by
Yt = ‘Ll + Alyt—l + o + Ath_p + th + Et (3)

where Yt is a k-vector of non-stationary I(1) variables, X is a d-vector of deterministic

variables, and €; is a vector of innovations.

3.2.3 Granger Causality Test

The last aspect of the analysis presented in this paper is to find the direction of long run
relationship among variables. Granger causality tests are conducted (Granger, 1969). The empirical
results presented in this paper are based on a pairwise bivariate causality test between the four
variables stated earlier. There are four sets of bidirectional hypotheses to be tested:

1. Export Granger causes economic growth and vice versa,

2. Import Granger causes economic growth and vice versa,

3. Trade openness Granger causes economic growth and vice versa, and

4. Financial development Granger causes economic growth and vice versa

In order to examine the hypotheses, suitable econometric models are required. Since the
objective of this research is to test the Granger causality of two variables, the test should be based on

the appropriate bivariate time series models.

Bivariate regressions of the form for all possible pairs of series in the group are as follows:
Vi = ag+ a Yo+ ...+ Yo + B X+ A6 X € (4)
X = apg+ o Xeoq+ ..+ X+ LY+ A6 Y + U 5)
The reported F-statistics are the Wald statistics for the joint hypothesis:

pr=pBr=...=B =0 (6)

The null hypothesis is that X does not Granger-cause Y in the first regression and Y does not
Granger-cause X in the second regression. If the F statistic is higher than the critical one, the null is
rejected. Depending on upon the results, there are the following possibilities: the variables are

independent; there is a one-way causality; or there is a two-way causality.
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4. Empirical Finding and its interpretations

4.1 Unit Root Test for Stationarity
Table 4.1 shows the results of ADF unit root test. The results indicate that all variables are

integrated of order one, I(1).

Table 4.1 Results for ADF test

Statistics (Level) LGDP lag LX lag LM lag LTO lag LFD lag
t (ADF) -0.0444 6) -3.4007 0) -2.1076 0) -2.1905 4 -2.1749 4)

t. (ADF) -2.6581 (6) -2.3344 (0) -1.4024 (0) -1.7691 Q) 0.0952 4)

t (ADF) 2.7717 6) 2.2032 0) 1.9697 (0) 1.3998 %) 1.8470 4)
Statistics (First LGDP lag LX lag LM lag LTO lag LFD lag

differences)

t (ADF) -6.5698***%  (5) -10.487*** (0)  -7.6556*** (1)  -5.3700%**  (4) -4.1581%** 3)
t. (ADF) -4.5851%%%  (3)  -10.351*%**  (0) -7.6746*** (1)  -5.3768*%*  (4) -4.0768%** 3)
t (ADF) S35101%% (3)  -9.8608***  (0)  -8.4991***  (0)  -5.1350***  (4) -3.5966%** 3)

Note: GDP represents real gross domestic product, X is export, M is import, TO is trade openness,
and FD is financial development; t, is testing equation with an intercept and trend, t is with an
intercept and without trend, t is without an intercept and trend. Numbers in brackets represent lag
lengths used in ADF test used to remove serial correlation in the residuals. *** denote rejection of

the null hypothesis at the 1% level.

4.2 Co-integration Test
Table 4.2.1 presents the result of Johansen co-integration test both in the trace and maximum
eigenvalue levels. The result found one cointegration relationship at the 5% level both the trace
(Panel: 4.2.1a) and maximum eigenvalue (Panel: 4.2.1b) statistics. In other word, there is the
presence of a long-run equilibrium relationship among variables. As a result, the cointegration

equation and error correction model are estimated and shown in table 4.2.2.
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Table 4.2.1 Results for Johansen cointegration test
Panel: 4.2.1a

Unrestricted Cointegration Rank Test (Trace)

Hypothesized Trace 0.05
No. of CE(s)  Eigenvalue Statistic Critical Value  Prob.**
None * 0.355561 88.54856 69.81889 0.0008
At most 1 0.210873 45.92918 47.85613 0.0750
At most 2 0.163429 22.95681 29.79707 0.2482
At most 3 0.042558 5.647732 15.49471 0.7367
At most 4 0.014626 1.429211 3.841466 0.2319

Trace test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level

**MacKinnon-Haug-Michelis (1999) p-values

Panel: 4.2.1b

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized Max-Eigen 0.05
No. of CE(s) Eigenvalue Statistic Critical Value Prob.**
None * 0.355561 42.61938 33.87687 0.0035
At most 1 0.210873 22.97238 27.58434 0.1747
At most 2 0.163429 17.30907 21.13162 0.1579
At most 3 0.042558 4.218521 14.26460 0.8356
At most 4 0.014626 1.429211 3.841466 0.2319

Max-eigenvalue test indicates 1 cointegrating eqn(s) at the 0.05 level
* denotes rejection of the hypothesis at the 0.05 level

**MacKinnon-Haug-Michelis (1999) p-values
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The cointegration equation can be express as follow.
log (GDP) = 5.3227 + 0.499910g(X) + 0.49711og(M) - 0.9998log (TO) + 0.0025log (FD)
(695.95) (177.52)* 195.63)* (-350.75)* (1.63)

The long run estimated equation indicates that trade openness (TO) is negatively related to
economic growth in the long run. Other things remain constant a one percent increase in log(TO) is
associated with a decrease in economic growth by 0.9998 %. This result is supported by the finding of
Keho (2017) who states that although trade openness can potentially enhance economic growth in the
long run by providing access to goods and services, achieving efficiency in the allocation of resources
and improving total factor productivity through technology and knowledge. However, trade openness
may impact economic growth negatively for countries which specialize in production of low-quality
products. For example, countries exporting primary products are vulnerable to terms of trade shocks.
The long run estimated equation also indicates that export and import have a positive effect on
economic growth. A one percent increase in log(X) and log(M) are associated with an increase in
economic growth by 0.4999 % and 0.4971 % respectively. Positive but insignificant coefficient is
reported for financial development. The results go in line with the study of Azeez et al. (2014) who
found that the import (IMP) and export (EXP) have direct relationship with GDP cause GDP to rise by
0.359 units and 0.635 units respectively.

The shot-run estimates for Error Correction Model (ECM) are shown on table 4.2.2. The speed
of adjustment is the coefficient of the error correction variable. The coefficients of the error correction
term are negative and significant at the 5% level further providing evidence of the existence of a long-
run relationship between the variables. The coefficient of ECM -0.580837 indicates that 58.08 percent
departure from the long-run equilibrium is corrected in the short-run. 58.08 percent of the
disequilibrium of the previous quarter’s shock adjusts back to the long-run equilibrium in the current
quarter. The numeric of adjusted R’ at 0.99 shows a very high explanatory power of the model.
However, each economic variable has a different impact. The changes in lagged export and import have
positive and statistically significant impact to the economic growth while trade openness have negative
effects. Financial development has a positive but not statistically significant effect. These results are in
line with the findings of Adhikary (2011), who found that the changes in lagged trade openness have
negative significant effects on real GDP growth of Bangladesh. The reason behind the negative
relationship between trade openness and economic growth rates is probably due to high imports and
depreciating exchange rates of Bangladesh which has created negative trade balance position in almost
all the years covered in the study.
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Table 4.2.2 Results for the Error Correction Model (ECM)

Variable Coefficient Std. Error t-Statistic Prob.
D(LOG(X)) 0.506937 0.003722  136.2091%** 0.0000
D(LOG(M)) 0.493739 0.003777 130.7077** 0.0000
D(LOG(TO)) -1.007281 0.006178 -163.0397** 0.0000
D(LOG(FD)) 0.008907 0.006345 1.403674 0.1637

ECT(-1) -0.580837 0.087995 -6.600821%** 0.0000

** denotes significance at 5% level of significance

R’ =0.99 DW statistic = 1.95

4.3 Granger Causality Test

After applying the cointegration analysis and seeing that the variables are cointegrated,
Granger causality tests are applied to see the direction of the causality between the variables. If
cointegration exists, it has to be either bidirectional, unidirectional or neutral causality between the
variables. The results are obtained by using the error correction model pairwise with Granger
causality and Wald test. The Wald F-statistics of the lagged variables indicated the short run
causality effects.

The results of the Granger causality tests are presented in Table 4.3. There is unidirectional
causality from import to economic growth, economic growth to export, import to export, financial
development to export and import to financial development. In other word, import Granger causes
economic growth, export and financial development while economic growth and financial
development Granger cause export. The results also reveal bidirectional causality between trade
openness and economic growth, financial development and economic growth, trade openness and
export, and financial development and trade openness.

The finding of economic growth being caused by trade openness goes in line with the results
found by Keho (2017). He found that economic growth being caused by trade openness supports the
trade-led growth hypothesis in the case of Cote d’Ivoire. Rodtussana (2002) studies the causal

relationship between openness and economic growth in Thailand between 1961-1998. Results show
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that according to the causal relationship, the export and trade variables are related to the economic
growth. The relationship is of bi-direction causality or feedback type. While the import growth rate
and capital and financial growth rate are determined by economic growth rate. For the finding of
bidirectional Granger causality between financial development and economic growth, this finding is
supported by the finding of Al-Tamimi et al. (2002), who investigate the causal relationship between
the indicators of financial development and economic growth by using time-series analysis for
selected Arab countries. The results indicate that financial development and economic growth are
strongly linked in the long-run. However, Granger causality tests and the impulse response functions
indicate that the linkage is weak in the short-run. Moreover, there is no clear evidence that financial

development affects economic growth or vice versa.

Table 4.3 Results for the Granger Causality Test

Dependent Variables F-statistics Direction of Causality
ALGDP ALX ALM ALTO ALFD ~ M—>GDP, GDP—X

ALGDP - 2.13471 3.14710%* 2.64582* 3.57805**  M—>»X, FD—>X

ALX 5.55181%** - 3.23427** 8.05899***  442511**  M—>FD,

ALM 1.45482 1.22795 - 2.21840 0.86564 TO<—>GDP, FD<—>GDP

ALTO 16.9949**%%  924330%*** 9 ,62759%** - 14.1711%*%%  TO<>X, FD$>TO

ALFD 13.0437%+** 1.02341 2.53235%* 3.10286** -

Note: *** ** and * denote rejection of the null hypothesis at the 1%, 5% and 10% levels respectively.

5. Conclusion

This study is conducted to evaluate the long run equilibrium relationship and the direction of
causality between economic growth, export and import as a composition of international trade, trade
openness and financial development. To this aim, firstly, unit root tests are applied and the null
hypothesis cannot be rejected at their level forms which means that the variables are not stationary.
However, the first difference of the series is found to be stationary. After that step cointegration
relationship is analyzed by employing Johansen cointegration test both in the trace and maximum
eigenvalue levels. The result found one cointegration relationship at the 5% level both the trace and
maximum eigenvalue statistics which means there is a long-run equilibrium relationship among
variables. The shot-run estimates are tested. The coefficients of the error correction term are negative
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and significant at the 5% level further providing evidence of the existence of a long-run relationship
between the variables. The error correction coefficient terms suggest an adjustment to equilibrium
58.08% of the disequilibrium in the previous quarter is corrected in the following quarter. The direction
of causal relationship is evaluated by Granger causality approach. The results show that there is
unidirectional causality from import to economic growth, economic growth to export, import to export,
financial development to export and import to financial development. The results also reveal
bidirectional causality between trade openness and economic growth, financial development and
economic growth, trade openness and export, and financial development and trade openness.

International trade is one of the main engines of economic growth in a country and has an
important role in increasing the GDP as well as the overall economic welfare of a country. However, the
impact of international trade, trade openness and financial development on economic growth is a subject
of debate in the existing literature. The impact was found to be positive in some studies and nonsignificant
or even negative in others. An interesting finding of this study is the difference of the directional
relationship between trade openness and economic growth before and after Thailand economic crisis in
1997. Former study by Rodtussana (2002), using data study during 1961-1998, found a positive
relationship between the variables while this study (the data study during 1997-2021), has found a
negative relationship. However, bidirectional causality between trade openness and economic growth are
the same. While the study of Azeez et al. (2014) found the co-efficient of trade openness (OPEN) is -
0.985, implying that OPEN and GDP are inversely or negatively related; therefore, a unit increase in
OPEN leads to fall in GDP by 0.985units. Hye (2012) found a one percent increase in trade openness is
associated with a decrease in economic growth by 0.301 percent in case of India. A one percent increase
in trade openness index causes negatively to economic growth by 0.145-0.368 percent in case of Pakistan
(Hye & Lau, 2015). These mixed results might be attributed to the difference in analytical frameworks,
data set being used and country specific characteristics.

For further study, it might be interesting to use the ratio of bank credit to the private sector to
GDP as the indicator of financial development. With this new variable being entered in the regression, the

result may be different from that obtained in this paper.
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Abstract

This research aimed to (1) examine the levels of logistics operations and (2) evaluate the
levels of people capability in logistics operations. The information obtained was for logistic
entrepreneurs and other interested parties. This was quantitative research. Simple random selection
was used to choose samples of 350 informants for data collection. The tool for research was a
questionnaire. For data analysis, descriptive statistics such as frequency, percentage, mean, and
standard deviation were used, as well as inferential statistics such as the t-test, F-test, and regression
analysis.

The findings revealed that the majority of responders were men under 30 years old with a
bachelor's degree and a salary between 20,000 and 30,000 baht, according to the data. They were an
employee with between three and six years of experience. Customer service had the greatest average
degree of logistics operations, followed by logistics and distribution and operations accordingly.
Concerning employee potential, it was discovered that knowledge and competence were, on average,
greater than operational expertise. At the 0.05 level of statistical significance, the testing of
hypotheses revealed that gender, education, and income had varying effects on logistical operations
based on personal aspects. All characteristics of the operating system and employee potential in
terms of knowledge, competence, and expertise were statistically connected with the effectiveness of
transportation logistics operations at a significance level of 0.05. Therefore, entrepreneurs should
recognize the significance of empowering employees by promoting learning and exchanging

operational information to develop the operating system, particularly the quality of services, in order
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to respond to the satisfaction of service recipients as precisely, rapidly, and cost-effectively as
possible, given the organization's existing resources. This will provide the company sustained

competitiveness.

Keywords: Logistics, Operations, Potential, Success, Entrepreneurs
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Abstract

The purposes of this study were 1). to determine the internal and external environment of Y
company, 2). to analyze the strength, weakness, opportunities and threats of Y company, and get the
SWOT matrix, and 3). to draw the strategic quadrilateral through Y company's SWOT quantitative
model. Qualitative method was used to analyze the current external environment and internal
conditions of Y company. Quantitative method using SWOT analysis was employed to score the key
elements and establish a judgment matrix. The strategic quadrilateral was drawn through the
questionnaire survey of 10 experts and 10 senior management personnel of Y company to determine
the type of strategic transformation of Y company. According to qualitative and quantitative analysis
of Y company, the implementation plan of group strategic transformation was formulated and the
strategy implementation path and safeguard measures taken were introduced in details. This study

could form theoretical exploration for the strategic transformation of Y company, guide the reform
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practice, provide inspiration and suggestions for the strategic decision makers of cloud investment
group transformation and development, and provide reference for China's state-owned investment

and financing platform companies.

Keywords: Strategic Transformation, SWOT Analysis, Quantitative Analysis

Introduction

Since 2018, China's economic development has entered the new situation. Economic
development has shifted from a stage of rapid growth to a stage of high-quality development (Yuan,
2022). This shows that the Chinese economy has arrived to a new period of improving quality and
increasing efficiency, promoting economic transformation, while upgrading has become an important
task and historical mission for China (Bei, 2018). The key reasons are as the followings: first, the
continuous progress in supply-side structural reform; second, the active implementation of the
innovation-driven development strategy, third, a shift in the pattern of economic growth from
international to domestic demand (Tan, Zhang, Liu & Xu, 2021); and finally, a shift in the driving
force from investment to consumption. The important measures to promote economic quality
development among them are: accelerating the strategic adjustment of regional industrial structure,
cultivating and developing new drivers of growth, and strengthening the driving force of innovation.

Y company, as the provincial government owned comprehensive investment and financing
platform, is facing a big difficulty in development, reform, resource integration, and industrial
collaboration, Y company is a strategic tool, investor, financing platform and business entity for the
provincial government to promote the economic and social development. Founded in September
1997, the company has 30,000 employees and assets of more than 500 billion Yuan by August 2021,
ranking 471st among the top 500 enterprises in the world. However, Y company is currently facing
many difficulties. For example, it has set up a large number of subsidiaries in the development
process, covering more than 100 types of business. The group is unable to effectively control its
subsidiaries, resulting in serious losses.

In the process of completing the infrastructure construction task entrusted by the provincial
government, Y company borrowed a lot from banks. At present, the asset-liability ratio has reached

73%, and the financial cost of the group's operation is very high. The marketization degree of its
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group operation is very low, leading to an inability of senior executives to adapt to the fierce market
competition. Since Y company's enterprise scale and total assets are relatively large, it is necessary to
form a theoretical model first, establish the types of Y company's strategic transformation, and then

provide path guidance for promoting strategic transformation.

Objectives of this research
1. To determine the internal and external environment of Y company,
2. To analyze the strength, weakness, opportunities and threats of Y company, and get the
SWOT matrix.

3. To draw the strategic quadrilateral through Y company's SWOT quantitative model.

Research questions

The research questions were as follows:

1. How were the internal and external environment of Y company analyzed objectively?

2. How was SWOT model used to quantitatively analyze the strength, weakness, opportunities,
and threats of Y company?

3. How was the comprehensive method used to quantify the qualitative SWOT model and get
specific data?

4. How was the strategic quadrilateral of Y company drawn and the strategic focus of Y
company calculated?

5. How was the type of corporate strategic transformation according to Y company's strategic

focus determined and specific strategic transformation path and safeguard measures got?

Literature Review

The strategic transformation of enterprises refers to the transformation of enterprises from
traditional management and operation mode to modern company system mode that meets the
requirements of future development (Holtstrom, 2022). Strategic transformation is the transformation
from strategy A to strategy B. Where A or B can be business, logic, pattern, capability, etc. For
example, the change of strategic logic from red sea to blue sea is strategic transformation (Wittman

& Reuter, 2008). Shi Yuzhu from the brain platinum business to the journey of online game business
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is strategic transformation (Wong, Tang & Van Horen, 2006); Haier's ability transformation from
home appliance manufacturer to marketing and trade type also belongs to strategic transformation.
Geely Auto's shift from low-end to mid-range auto products belongs to strategic transformation
(Greenwald & Kahn, 2005).

From the perspective of practice, the purpose of strategic transformation of enterprises is to
achieve growth and value improvement (Alves & Alves, 2015). Responding to this demand,
analyzing and testing the value effect of strategic transformation on enterprises must become one of
the important scientific issues in the academic circle (Kotler & Armstrong, 2007). If we ignore the
concept of strategic transformation and the issues involved, and check the implementation of the
strategic transformation in general impact on the performance of the company, then the research
purpose and conclusion of strategic transformation seems to only focus on the "enterprise should
implement the strategy transformation". In the context of economic transformation, the more
important question is not "should implement the strategy transformation", but "how to implement the
strategic transformation". Therefore, future research should revolve around the conceptual
framework of enterprise strategic transformation. It is suggested to analysis and test all aspects of the
combination of different impact on corporate performance difference from the path, the
transformation patterns, forms, and many other aspects. On the basis of the enterprise and in the
process of the implementation of the strategic transformation to select path, transformation pattern
and form, the optimal transformation strategy can be selected during the implementation of strategic
transformation. Through the above ideas, the research results can not only clearly analyze the impact
path and mechanism of strategic transformation on enterprise value, but also clearly guide enterprises
to successfully implement strategic transformation.

Since the term “strategic transformation” was put forward, there has been no relatively
unified definition in academic circles. Harrington et al., an American scholar, believe that the
transformation of enterprise strategy is an important strategy to change the previous mode, so as to
obtain greater competitive advantage in the dynamic external environment. Chinese scholars Tang
and Wang (2008) put forward strategic transformation in their research on the ability of enterprise
transformation, that is, in the process of enterprise growth, enterprises took the initiative to integrate
their own resources and capabilities in order to cope with complex and dynamic environmental

changes. Liu (2016) argued that the purpose of strategic transformation was for enterprises to cope
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with changes in the external environment, improve their resources and capabilities, and seek new
competitive advantages to support enterprise survival and sustainable and stable development.

Xue, Zhou and Chu (2012) argued that it was not comprehensive to classify strategic
transformation from a single perspective, and could not systematically reveal the basic attributes and
characteristics of strategic transformation. Therefore, from the two dimensions of direction and

degree of strategic transformation, they divided it into four basic modes.

4

Structural strategic Radical strategic
transformation transformation

Gradual strategic Erosion strategic
transformation transformation

magnitude of the change n strategy

Degree of deviation from strategic direction

Figure 1. strategic transformation diagram

Source: Xue, Zhou & Chu (2012)

Chinese scholar Ming-jie, Jin-Xing and Liang-Sen (2005) divide enterprise strategic
transformation into primary transformation and secondary transformation according to the degree of
transformation. The former refers to the transformation of an enterprise according to its existing
management habits and its own continuous improvement and growth. It is a process of gradual
change, so it is also called "gradual transformation". The latter is also known as "revolutionary
transformation". It is generally due to the great changes in the external environment, which make the
existing development strategy of the enterprise unable to adapt to the new situation. Therefore, it is

necessary to carry out profound and thorough transformation, which is large-scale and systematic.
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SWOT analysis (Hill & Westrbrook, 1997), based on internal and external competition
environment and competition under the condition of situational analysis, is closely related to the
object of study of various main internal strengths, weaknesses and external opportunities and threats,
and so on. Through the investigation list, and according to the matrix form, we can use the idea of
system analysis of factors to match each other. It draws a series of corresponding conclusions, which
are usually of some decision-making nature. The situation of the research object can be
comprehensively, systematically, and accurately studied using this method. It is able to formulate
corresponding development strategies, plans and countermeasures according to the research results.
'S' is a strength, 'W' is a weakness, 'O’ is an opportunity, and 'T" is a threat.

Chinese scholars Jiansheng (1995) used the Delphi method, vector, gradient, polar
coordinates, and mathematical tools such as four and a half d coordinate system, puts forward the
strengths, weaknesses, opportunities, threats, strength, and strategic strength coefficient concept. He
constructed a SWOT quantitative model of marketing strategy analysis, make the scientific
marketing strategy analysis more precise.

Feng, Wang and Zhang (2009) incorporated principal component analysis into strategic
research in the research process, improved, and extended the traditional SWOT analysis framework.
They positioned development strategies in the polar coordinate system, provided an operable
approach for the objective formulation and effective implementation of strategies.

Li (2001) adopted SWOT in his research, combined with the model, and prospect
hypothesis. The quantitative analysis is not complicated but very effective, so that enterprises can
systematically analyze the complex factors in the process of strategic decision-making, and finally
get an executive and two standby strategic plans.

Liu and Xue (2018) obtained the strategic intensity, attitude, and type by taking a movie
studio as a case study. This analysis is a combination of three kinds of analysis tools, SWOT
analysis, analytic hierarchy process, and meta-decision software. It built up AHP-SWOT strategic
model on the basis of completion. By analyzing the strategic factors and their influence, the strategic

quadrilateral was constructed.
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Methods

This study aimed to study the strategic transformation system of Y company through the

combination of theory and practice, qualitative and quantitative analysis. The procedure mainly include:

(A) Qualitative research: In order to objectively, truly, and reasonably reflect the actual

effect of the current strategic transformation on Y company, in-depth interviews were conducted with

25 groups of seniors management and middle management personnel through field investigation, and

basic information of the enterprise was collected. Obtaining a large amount of information about the

situation of Y company included business benefits, business structure, organizational situation,

human resources and other aspects of the content, and the problems needing attention in the process

of formulating the transformation, and development strategy to ensure the reliability, authenticity,

and comprehensiveness of the information.

(B) Quantitative research: The qualitative analysis of Y company in this study was

reflected in the external environment analysis of the group from the national, regional and industrial

levels, as well as the internal conditions of the group from its own advantages and existing problems.

Quantitative analysis was embodied in the construction of SWOT quantitative model. 10 experts and

seniors key factors were scored, judgment matrix was constructed, the relative importance of each

key factor was calculated, and finally the total strength of each key factor was also calculated.

Table 1. SWOT strategic factor judgment matrix of

SWOT influencing factors of YIG+

Strength (8) -

Weakness (W) «

Interior factors

External factors-

1. Maintain a good cooperative relationship
(with the government;.

2. Excellent location advantages:«

3. Improvement of management and contro
ability:+

K. Prominent advantages of the wholg
industrial chain:«

5. Diversified industries:~

6. Economies of scale.~

1. Low degree of marketization:

2. Insufficient resource integration|
ability:+

3. Weak financing capacity of capital;~
4. Imperfect system and mechanism;«
5. Insufficient training of talent team;«
6. Industrial capacity is weak.<

Opportunity
Q) -

1. The new development pattern of China's domestic great cycle:~

SO Strategy~

WO Strategy~

2. Oppertunities brought by China's National Belt and Read
[nitiative:

3. New development opportunities for Yunnan;o

#. China's huge demand for capital markets;+

5. New mfrastructure construction requires the participation of the
Group:+

6. Reform and development of China's banking industry.«

imake full use of China's national policies,
give full play to the advantages of
government-enterprise  coordination, and
continue to promote the diversification of
findustries and marhgement capabilities
driven by both domestic and international
markets. o

[Further deepen the reform, expand the
imarketization degree of the group.
focus on the capital matket attach
importance to and strengthen talent
introduction and training, and improve
the group's management and contro
ability in practice.<

B

Threaten (T

1. The impact of anti-globalization trend:+

ST Strategy~

WT Strategy+

2

. Trade conflicts and technological competition:+

3. Uncertainty of economic development in the context off
COVID-19:»

1. The upstream and downstream pressure of the industrial chain is
greater:

5. Increasingly fierce market competition;~

6. The capital market puts forward new requirements on the ability|

[Based on the domestic market, give full
play to the advantages of the whole
lindustry chain of the group and enhance the
penetration of the market in  Yunnan
[Province.

of management and control.»

Continuously  integrate
optimize industrial structure, shrink]
industries heavily affected by tradd
impact and scientific and technologica
competition. so as to enhance team
capacity and quality and strengthen|
competition in competitive areas.~

TEsources.

Y company's strategic transformation
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The above scales were delivered to 10 experts and 10 senior management personnel of Y
company respectively. The 10 experts included 3 teachers of strategic management course of
University, 3 teachers of enterprise operation management course of Business School of a University
of Finance and Economics and 4 officials of Provincial government. The 10 management personnel
include Y company's chairman, general manager, director of strategic planning department, deputy
director of operation and management department, deputy director of financial management
department, deputy director of human resources department, and 4 chairmen of Y company's

subsidiaries.

Results
Through the evaluation of 10 experts and 10 group executives, a ranking table of evaluation

indicators could be obtained through matrix calculation.

Table 2. Weight and ranking of SWOT factor evaluation indicators of Y company

Ranking table of ¥ I(G evaluation indicators+

3
_ L:-E'i.'el Weight in the Second.ar}r Weight in the Com]:_ri:uati.on S ortinge
indicators+ Eroup-+ indicators+ Eroup+ weights+ =
S1+ 0. 3180+« 0. 1168+ 1+ -
S22 O 114247 00A184° 11+ -7
5340 Lo =l B 00361+ 13+ -7
S+ 0.36644 S 0. 16144 00531+ B -7
S5+ 01575+ 0O3T7T4 T +
S+ 0. 140G 00548+ 10 +
WL 036024 O OE05 T+ -
W2 T 1667+ 00280+ 16+ +
A 0. 1605+ 0023547 1547 -7
WA 0. 1670«
WAL 0. 1236+ 00208+ 200 -
WS OOTIT4 00130 2447 +
WG 0. 1024+ 001 T2 2247 -7
Le-b BL 01127+ O0d1 3 12 -7
D2 00 T0E 00258+ 10 +
O P D3+ 0253 ?43 00920 247 -
Lo 0. 24654 O 00342 347 -
D5+ 02218+ O3 13+ A4 -
DG 0.0oS 1« 0034840 144 +
T1+ 0 SO0 O OTo4e S+ -+
T2+ 0 B0 007040 547 -7
T P T3+ 0. 1745+ OOL 73+ 21+ -7
T4+ 01418+« 00141+ 23+ -7
TS5+ 026184 00260+ 17+ -
TG+ 02618+ 00260+ 17+ 7
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By formula:

Total strength of strategic factors =Z (factor score * Factor weight)

Calculate the total strength of strategic factors in all aspects:

The results were as follows: the total dominant strength S=1.0833

Total inferior strength W =-0.5155

Total opportunity intensity O=1.2063

Total threat intensity T =-0.4967

According to the calculated values of S, W, O and T, the coordinate system was constituted, and
corresponding points on the coordinate axis were connected successively to obtain the strategic

quadrilateral:

" ~N— °

Figure 2. Strategic Quadrilateral of Y company

The strategic type of Y company could be determined according to the barycenter
coordinates of SWOT strategic quadrilateral. Let the closed area enclosed by the SWOT strategic
quadrilateral be denoted as D, where S (X1, 0), W (X2, 0), O (0, Y1), and T (0, Y2). Let the

barycentric coordinate of the plane figure D be P (X, Y) and the azimuth be 0, and the formula were

as follows:

X, +X, ¥ +Y,

P=(X.¥)=( . )
4 4
Y Y +Y,
@ = arctan — = arctan — —(0=60=2x)
X X, + X,

Plugging the relevant values into the formula,

The strategic center P (X, Y) = (0.1420, 0.1774), O=51°.
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According to the values of P and G, the position of Y company strategic transformation type

was plotted in the coordinate system.

Structural type

Erosion type
P (X, Y) = (0.1420, 0.1774)

Gradual type Radical type

Figure 3. Schematic diagram of Y company's strategy types

According to the above schematic diagram of strategic transformation selection, since the
barycenter coordinate of Y company's strategic quadrilateral was located at the upper right, it can be
concluded that "Y company's strategic transformation type was structural".

By calculating the center of gravity P of the strategic quadrilateral, it can be concluded that
the strategic transformation type of Y company was structural.

According to the types of strategic transformation of Y company, the following four
principles should be paid attention to in the specific implementation process: market-oriented
orientation principle, principle of coordinated development, the principle of incremental profitability,
and wholeness principles.

To guarantee measures for strategic transformation of Y company, strengthen strategic
management and control capabilities, the followings should be noted:

First, to change from business management and material management to value management
and investment management, the functions of production and operation had been gradually delegated
to each subsidiary company. The headquarters of the group was mainly responsible for carrying out
asset management and capital operation within the framework of strategic planning, and reducing its

participation in direct business operation and physical management.
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Second, the grouped headquarters gradually expanded the scope of authorization for its
subsidiaries, and the management and control of the enterprise shifted from operational control to
strategic control and financial control.

Third, to focus on the realization of long-term strategic goals from short-term business
results, the grouped headquarters clearly defined the strategic planning, paid attention to the
management of strategic guidance and planning and design, and reduced the management and
intervention of short-term and specific affairs.

Fourth, the transformation from administrative subordination management to property
management further improved the corporate governance system of the group, the grouped
headquarters strictly ran in accordance with the amount of capital contribution and equity proportion
to exercise the shareholder rights of each subsidiary.

Fifth, it is essential to change from focusing on enterprise management and operation to paying
more attention to state-owned capital structure and cultivating competitiveness. The grouped
headquarters would pay more attention to the capital structure, asset allocation, business coordination,
and other major issues from the strategic level as well as adopt more scientific capital operation and
asset management methods to realize the maintenance and increase of state-owned assets.

Sixth, the grouped headquarters would shift its focus from professional management to
strategic and business coordination. The management and control of business segments and
subsidiaries of the group would weaken the function of professional guidance and management, and

strengthen the coordination function.

Discussion

In recent years, many scholars in China and other countries have used quantitative models to
study the strategic transformation of enterprises. This study fully drew on previous research results
and used comprehensive methods to establish a SWOT quantitative model to obtain the path and
guarantee measures for Y company's strategic transformation.

The similarity between this study and that of Yue (2019) on Y company's strategic
transformation lay in the use of mature SWOT quantitative model. The conclusion was that Y
company needed to seek the survival and development of the enterprise through strategic
transformation because the change of the current economic situation was indeed the motivation for

all state-owned enterprises and private enterprises in China to carry out strategic transformation.
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The point of dissimilarity between this study and that of Dai (2020) on Y company's
strategic transformation lay in that, through SWOT quantitative model analysis, Y company's
strategic transformation type was structural. Previous research conclusions on Y company's strategic
transformation were mainly gradual, and some conclusions were radical because the questionnaire
survey and data acquisition were from Y company's senior executives, government officials, and
university teachers who were directly involved in the supervision and consultation of the enterprise.
It is obvious that the conclusions drawn in this study were closer to the actual situation of Y company

and provided reliable theoretical basis for Y company's strategic transformation.

Conclusion

The conclusion of this study was as follows:

(1) Since the state-owned enterprise was owned by the province, Y company had many
connections with the provincial government, and the policy variability would have a great impact on
the strategic transformation of the group. In the research process, the author assumed that the
government policy would remain stable for a long time, but this was difficult to achieve in practical
operation.

(2) In the quantitative analysis of SWOT model of Y company, the limitation was
questionnaire survey and simple weight analysis, transformation ability which was not analyzed and
evaluated and should be further studied in the future .

(3) Before carrying out strategic transformation, enterprises should determine whether the
current situation was suitable for strategic transformation. It is necessary to know scientifically which
aspects of the enterprise's capabilities at present could not meet the future strategic needs. On the
other hand, it is necessary to draw the conclusion whether the enterprise needed to carry out strategic
transformation at present.

(4) Strategic transformation should put the emphasis on the importance of the change of
concept. Under the new economic environment, the most critical point in the transformation of state-
owned enterprises was to change the concept of people, the inherent ideology, and mode of thinking.
Enterprise transformation should start from the change of senior managers' thinking mode leading to
the transformation of enterprise strategy with the change of senior managers' ideas, and gradually

implementing the change of ideology to the majority of lower-level employees. Only when
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enterprises unified the new concept of transformation, could they advance with the times, strengthen
confidence, face up to challenges, and jointly create a new development situation of the company.

(5) The sustainable development of enterprises should turn to the objective law of market
development. The external market environment faced by enterprises was constantly changing, so if
an enterprise wanted to achieve sustainable development, it had to constantly respond to the changes
of the external market. However, the ever-changing market was inseparable from the objective law of
market development. Actually, anyone had to pay for products that created value for customers.
Enterprises should seriously understand the changes and rules of the market, and then constantly

turned to the origin of the market rules so as to realize the sustainable development of enterprises.
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Abstract

The purpose of this study was to examine the factors affecting the success of the electronic
local administrative accounting system (e-LAAS) in the case study of Pathum Thani Province. Data
were collected by using questionnaires. The sample group consisted of 335 people whose works were
in finance, accounting and procurement in the e-LAAS computer accounting system of 65 local
administrative organizations in Pathum Thani Province. Descriptive statistics and Multiple
Regression Analysis were employed in data analysis.

The results of the study revealed that the factors affecting the success of the e-LAAS
computer accounting system implementation used by local government organizations were System
Quality, Information Quality, Intention to Use, and User Satisfaction respectively. However, Service

Quality did not affect the success of the system.

Keywords: e-LAAS, Local Administrative Organization, System Quality
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Abstract

The objective of this research was to investigate the influence of demographic factors,
buying behavior, and product innovation on the selection of housing with product innovation in
Pathumthani Province. The samples in this research were 400 people who were 25 years of age or
older and resided in Pathumthani Province. Data were gathered from the samples using
questionnaires. The statistics employed in this research included percentage, mean, standard
deviation, T-test or One way ANOVA, and multiple regression analysis.

The results showed that most of the samples were female, aged 31 — 35. Most of them held a
bachelor’s degree and worked for private companies. The average income ranged from 30,001 —
40,000 Baht per month. From the analysis of the buying behavior, it was found that the samples’
residence was mainly a single house valued at 2.01 — 4 million Baht. Furthermore, it was found that
the samples decided to buy a house because they wanted to have their own house. They searched
information on Internet and websites. They made decision to buy a house by themselves and their
decision was not influenced by others. The place where the samples made decision to buy a house
was the sales office.

The results of the hypothesis testing showed that males and females were not different in
terms of the decision making to buy a house with product innovation. However, the differences in
terms of age, education background, occupation, and income had differently influenced the samples’
decision making to buy a house with product innovation. Lastly, the factor regarding product
innovation had influenced the decision making to buy a house with product innovation with the

statistical significance level at 0.05.

Keywords: Product Innovation, Decision to Buy, Real Estate
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Abstract

Currently, consumers are familiar with technology in the digital age and people spend more
time on social media due to the convenience of doing all digital financial transactions in one
application, giving them more choices from platforms. Therefore, the social media platform business
relies on the bank's strengths in fully digital financial services and the trust that customers have in the
bank. In addition, consumers will be more convenient, not having to leave the social platform they
are using to go directly to the bank's mobile banking application to perform financial transactions,
thus making it easier for consumers to access financial services.

Social media platforms extend business models linked to banking services become to “Social
Banking” that help people in the country reduce financial transaction costs or borrowing costs. Over
the past year, a record number of new accounts have been opened worldwide by firms providing
mobile money, fintech, and online banking services. Therefore, the concept of financial inclusion or
increasing access to financial services is used to solve the problem of informal debt and inequality
without limiting transactions to banks so that people in rural areas can use Social Banking to manage
their finances.

This article is a study on financial technology known as “Social Banking”, an alternative
financial service for the underbanked and unbanked, with the goal of studying trends and patterns of
social banking. Social Banking is new, it is necessary to study and understand because it is a

financial transaction through social media platforms that are related to security and privacy.

Keywords: Social Banking, Unbanked, Underbanked.
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Introduction

Despite the fact that technology has become indispensable to millions of businesses, it still
requires improvement. Because of the coronavirus outbreak, modern technologies like networking,
cloud computing, security technologies for collaboration, and other digital technologies are being
used quickly and widely. These technologies will play a big role in the future in business, lifestyle,

and activities, as well as in financial transactions.

Previously, all financial transactions, including deposits, withdrawals, transfers, loans,
Apply for a credit card, and open deposit accounts, had to be conducted at a bank; however, with the
advent of the digital age, many online retailers, financial institutions, and banks have developed
mobile banking services to assist, allowing customers to conduct transactions via mobile phones or
smartphones, or have moved to use application on other devices. In the four years since the
coronavirus outbreak, everyone has more preferred online payment services than the traditional one
as it is safer and more convenient. Previously, branch banks were thought to be the hub for various
transactions, but in the future, all financial transactions will be handled easily through digital

platforms, which can be shown in Figure 1.

Figure 1 Comparison between past and future banking business models

Past Future

Mobile

Branc Bank branch —) Online
. .
Q I
Mobile Call center Online Mail

Call center Mail

Open APIs

Source: Ekachan & Thavornlan 2020 refer to Deloitte 2020
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Mobile money and digital payments have paved the way for a new generation of products
that have reduced costs and made serving unbanked and underbanked consumers a viable business
proposition. Despite continuous innovation and steady growth in digital financial services, take-up of
these products remains low, and usage rates are frequently disappointing. Many financial service
providers are struggling to make these digital products deliver on their full potential for businesses
and consumers (Niazi Z. & Savonitto A. 2015). Currently, a number of factors, including the
COVID-19 pandemic and the advent of digital technology, have combined to accelerate this
transformation. This change will lead to the "New Normal" era where more electronic financial
transactions begin, including the need for more diverse and convenient financial services, which
makes social banking suitable for the lifestyle of living in an era where nowadays, technology has

become a part of daily life.

According Ekachan and Thavornlan 2020 refer to Social-Banking.org defines "Social
Banking" as a financial service that integrates social, environmental, cultural, and economic activities
at all levels with the goal of balancing the gap between traditional and a new model that depends on
the cooperation of stakeholders as well as the needs and learning and development potential of both
individuals and sectors. Social Banking is another Technology Disruption that has changed. The
financial business model is a collaboration with the business sector that uses digital technology as the
core (Core Business), or can be called doing business on a digital platform with financial service
providers. This will allow both parties to benefit from a large database from studying consumer
behavior. To be used in the development of digital marketing and financial products that meet the

needs of customers in new ways.

Additionally, Chucherd 2021 from the Bank of Thailand defines social banking as an online
banking service on social media apps. This is a business model in which the bank collaborates with a
technology company that owns a social media platform that has a sizable customer database. In the long
run, banks will be strengthened by their partnerships with top all-in-one super applications because they
will be able to share data with partners and offer financial services to underbanked who do not have a
deposit account or cannot borrow due to a lack of income proof documents. When social banking
receives new information, it will be easier for this company to provide various financial services at the

right place, at the right time, and to better meet the needs and potential of customers.
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Content

In the past year, as the COVID pandemic swept across the globe and decimated world
economies, issues of economic inequality rose to the forefront of social and political discourse.
While most of the attention has been placed on racial and gender-based wealth gaps and income
inequality, financial inclusion is also a crucial issue. Financial inclusion is the equitable access of
individuals and businesses to low-cost financial services such as transaction bank accounts, savings
and investment opportunities, credit, and insurance. Lack of access to these resources exacerbates
income and wealth disparities and prevents the unbanked and underbanked from participating fully in

the global economy. (Taylor 2022).

According to Investopedia 2022, which cites the Reserve Board of New York, 2019,
"underbanked" refers to individuals or families who have a bank account but often rely on alternative
financial services such as money orders, check-cashing services, and payday loans rather than on
traditional loans and credit cards to manage their finances and fund purchases. This may be because
they lack access to convenient, affordable banking services or because they need or prefer to use

alternatives to traditional financial services.

"Unbanked" is an informal term for adults who do not use banks or banking institutions in
any capacity. While often an issue in the developing world, there are also pockets of unbanked adults
in developed countries, including the United States and developing countries. (Investopedia 2022)
defines unbanked people as the people who generally pay for things in cash or else purchase money
orders or prepaid debit cards. They also typically do not have insurance, pensions, or any other type
of professional money-related services. They may take advantage of alternative financial services,
such as check-cashing and payday lending, if such services are available to them. Additionally,
(World Economic Forum 2020) give the definition of the unbanked people that they refer to adults
who do not use or have access to any traditional financial services at all. They generally pay for
things in cash and have no insurance, pensions, or any other type of professional money-related
services. This study classifies unbanked people based on their use of "alternative financial services,"
implying that their reliance on these financial products which indicates that the traditional financial
services industry has completely failed to meet their needs. Some of these products are used by less

than half of the truly unbanked people, leaving about 3—4% completely disengaged (Voorhees 2020).
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The central bank of the Philippines, which in 2007 became the first monetary authority to establish a

dedicated office for financial inclusion, released a study in 2016 that explains why. With over 50

million unbanked individuals out of a total adult population of 72 million, the bank reported that

nearly half of them (45%) cited insufficient funds as the primary reason for not having an account, as

shown in Table 1. Most unbanked individuals are unbanked because they have no income. True

financial inclusion starts with rescuing the unbanked people from poverty (Ventura 2021).

Table 1 World’s Most Unbanked Countries

Country Total Unbanked Cash Card | #Of ATMs Internet
Population | Population | Transactions | Transactions | per 100,000 | Penetration

(Millions) (%) (%) (%) Adults (%)

Morocco 36.9 71 41 27 28.6 62
Vietnam 97.3 69 26 35 259 66
Egypt 1023 67 55 27 20.1 45
Philippines 109.6 66 37 22 29.0 60
Mexico 128.9 63 21 44 61.5 66
Nigeria 206.1 60 24 27 16.9 70
Peru 33.0 57 22 62 126.7 49
Colombia 50.9 54 15 55 41.3 62
Indonesia 273.5 51 13 34 533 55
Argentina 45.2 51 18 45 60.9 76
Kenya 53.8 44 40 25 7.7 83
Romania 19.2 42 78 19 64.4 64
Kazakhstan 18.8 41 60 20 85.9 76
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Country Total Unbanked Cash Card | #Of ATMs Internet
Population | Population | Transactions | Transactions | per 100,000 Penetration

(Millions) (%) (%) (%) Adults (%)

Ukraine 43.7 37 60 28 96.3 57
Uruguay 35 36 26 53 120.1 68
South Africa 59.3 31 11 43 65.3 56
Turkey 84.3 31 8 71 84.0 65
Brazil 212.6 30 18 62 101.7 67
Bulgaria 7.0 28 63 26 94.3 63
Saudi Arabia 34.8 28 34 35 73.3 82
Chile 19.1 26 11 70 50.0 82
Hungary 9.7 25 45 44 61.0 77
Russia 145.9 24 17 37 165.5 76
India 1,380 20 17 32 21.0 34
China 1,439.3 20 6 22 95.6 54
Czech Republic 10.7 19 44 22 58.0 88
Thailand 69.8 18 16 26 115.1 53
Lithuania 2.7 17 12 24 38.6 78
Slovakia 5.5 16 41 17 61.8 82
Greece 10.4 15 29 54 63.4 70
Malaysia 32.4 15 11 32 44.7 80
Poland 37.9 13 12 25 70.6 76
Latvia 1.9 7 12 49 58.3 81
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Country Total Unbanked Cash Card | #Of ATMs Internet
Population | Population | Transactions | Transactions | per 100,000 Penetration

(Millions) (%) (%) (%) Adults (%)

Israel 8.7 7 1 76 133.2 82
USA 331 7 4 59 N/A 89
Spain 46.8 6 11 49 106.3 85
France 65.3 6 5 55 98.3 90
Italy 60.5 6 5 55 98.3 90
Taiwan 23.8 6 12 42 N/A 88
South Korea 51.3 5 2 73 267.0 95
Hong Kong 7.5 5 2 73 53.2 89
UK 67.9 4 7 56 110.3 95
Estonia 1.3 2 12 21 66.9 88
Austria 9.0 2 4 28 172.0 88
Singapore 59 2 4 75 58.8 84
Japan 126.5 2 6 68 124.1 93
Switzerland 8.7 2 2 25 97.2 94
Germany 83.8 1 4 11 119.9 93
Belgium 11.6 1 6 51 81.0 88
New Zealand 4.8 1 3 55 63.5 91
Australia 255 0 5 53 146.1 88
Canada 37.7 0 3 73 214.1 93
Denmark 5.8 0 3 54 44.8 97
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Country Total Unbanked Cash Card | #Of ATMs Internet
Population | Population | Transactions | Transactions | per 100,000 Penetration

(Millions) (%) (%) (%) Adults (%)

Netherlands 17.1 0 0 19 41.1 93
Finland 5.5 0 2 23 34.7 96
Sweden 10.1 0 2 46 31.9 96
Norway 5.4 0 3 50 31.6 97

Source: Venura 2021 refer to Merchant Machine, 2021

The difference between unbanked and underbanked households is that underbanked
households have a bank account but regularly use alternative financial services. Unbanked

households, on the other hand, do not even have a checking or savings account (Investopedia 2022).

There are still gaps in banking access, despite the fact that the majority of U.S. adults have a

bank account and use conventional banks or credit unions to handle their financial needs.

The term "unbanked" refers to the 6% of adults who do not have a checking, savings, or
money market account. In 2018, 25% of adults without bank accounts used an alternative financial
service, such as a money order, check cashing business, pawn shop loan, auto title loan, payday loan,
paycheck advance, or tax refund advance. Furthermore, 16% of adults use alternative financial
products in addition to their bank account, which is known as being "underbanked" with a bank
account and no use of alternative financial products, the remaining 77% of adults are fully banked as

shown in Figure 2 below.
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Figure 2 Banking status

Underbanked, 16%
Unbanked, 6%

Fully Banked, 77%

Source: Reserve Board, 2019

Low-income customers have a more complicated financial situation than high-income
customers, so it is essential to comprehend their needs to meet their demands. Additionally, people
with a high income have the ability to pay for unplanned expenses, have extra income, and make
quick decisions. So, it is essentially to conduct financial products and services to help people with
low incomes in dealing with complicated financial situations. These products and services must be

innovative and truly meet their needs (Homchan, 2016).

Financial inclusion for underbanked and unbanked communities is one of the world's most
pressing issues. While fintech is assisting in the rapid resolution of this issue, there are still
approximately 1.7 billion unbanked people worldwide. Around 70% of Southeast Asia's population
contributes to these figures, with Vietnam, Indonesia, and the Philippines accounting for the lion's
share. Surprisingly, up to 63% of Thailand's adult population is either unbanked or underbanked.
These include low-income consumers and micro- or small-to-medium-sized businesses that operate
outside of the banking system. The Thai government is now working to ensure that 30 million Thais
have access to the banking system and financial services by implementing modern digital
technologies. Fintech is quickly becoming the best way to reach out to these people and ensures that

they have the best financial access possible (Raj 2022). In addition, the most intriguing new type of
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financial services would be social banking, which will reach people of all genders who use social

media services on a daily basis, even if they do not have bank accounts.

According to the data on social media usage in developing countries such as Thailand,
overall, Thais have reacted positively to the digital trend. There is a recent report that 52 million
Thais, or nearly three-quarters of the country's population, are using the Internet and social media.
According to the data, 94% of Thais between the ages of 16 and 64 have smartphones, and most
social media users in Thailand are aged between 25 and 34, followed by 18 and 24 years and 35 and
44 years, respectively. Facebook, YouTube, and Line are the most popular social media platforms
(Jarukornsakul, 2020). Also, Thais spend an average of 9 hours a day on the Internet, which is close
to 3 hours on social media applications. This fits with other data that shows most Thais use their
mobile phones to play social media games online. Shopping and financial transactions come in

second and third, respectively.

Apparently, an online survey of Thai consumer behavior, 82% of Thais have purchased
goods or services online, which food, toys, furniture, clothing, and travel seeing are the most growth
in online sales last year and the most popular payment methods among Thais are credit cards,
electronic wallets (E- wallets), bank transfers, and cash on delivery (COD). The popularity of Thais
on social media, which reflected in the research results; "Conversational Commerce: The Next
Generation of E-commerce" by Boston Consulting Group, reveals that up to 40% of Thais prefer
Social Commerce, while the average in Southeast Asia is around 20%. It is obviously higher than
other e-commerce platforms such as Lazada, Shopee, JD.com, etc. which have 35% and brand
websites 25% respectively. Leading Social Commerce platforms have developed functions that
make it simpler for consumers to complete trading transactions on their platform without having to

re-open a bank application to make payments (Leesa-Nguansuk, 2019).

Social Banking is the integration of financial services with other business ecosystems to
create mutual engagement between service recipients and service providers in offering products and
services that meet the needs of customers in new ways. In Thailand, it has changed in a “More than
just banking” manner (Ekachan & Thavornlan 2020). Social banking involves a platform-based
transaction, it is a form of unbanked financial services that is accessible to a large number of people
today and is known as "social banking." Social banking can be categorized into two types:
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1. It is a partnership between platform owners with large customer databases and banks with

strong financial services capabilities. In China, for example, payments can be made via Alipay and

WeChat, which are widely used.

Financial services
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Leading banks are also very active in Thailand. For example, Kasikorn Bank has partnered

with the Line application to establish LINE Kasikorn under the name "LINE BK" to launch products

such as loan applications through the Line application, among other things (Chucherd, 2021).
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Figure 5 LINE BK PLATFORM
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Source: https://lineforbusiness.com

LINE BK, which is the first social banking service provider in Thailand, recently disclosed
their operating results for the year 2021, which demonstrated outstanding expansion. LINE BK
aimed at boosting access to banking services among Thailand's unbanked and underbanked
population, very small businesses, and the self-employed (Bangkok Post, 2022). After the launch of
the services for one year, LINE BK discovered that the total number of users on the platform has
exceeded 3.9 million, which is a response to the trend of Thais who are more open-minded to social
banking services. LINE BK intends to continue its market penetration in 2022 and is making
preparations to do so by highlighting three primary strategies. These strategies are centered on
gaining access to customers in order to provide better and wider services, developing services in
order to meet financial needs in a more convenient manner, and launching new products in order to
increase the versatility of financial services. LINE BK is getting ready to launch a new campaign that
will expand customer groups in Bangkok and other provinces. The goal of this campaign is to raise
awareness about LINE BK and reach more customers in a manner that is consistent with the idea of
"Banking in your Hand". Despite the difficulties presented by the COVID-19 pandemic in 2021,
LINE BK was able to proceed as scheduled. In addition to having more than 3.9 million, LINE BK's
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services have also garnered significant attention. It is evident from the activation data of four major
services, namely 4.5 million deposit accounts, more than 100,000 special savings accounts, 2 million
debit cards, and more than 500,000 lending accounts, that over 27 billion baht have been activated
(Line BK, 2022).

2. The formation of large technology companies owning social platforms to create financial
transaction services in cryptocurrencies, which can be used through E-wallet channels for trading,
exchanging goods and services, for example, currencies. named LIBRA, developed by Facebook,

which will be made available to users on this platform (Chucherd, 2021).

Figure 6 Libra Currency

THE SYSTEM UNDERPINNING

FACEBOOK'S
LIBRA CURRENCY

THE LIBRA BLOCKCHAIN

Libra currency is based on blockchain and will permit
us to send money and carry out transactions in a
quick way. The goal is 1,000 transactions per second,
compared to the seven transactions per second that
bitcoin is capable of.

— NODES
Similar to other cryptocurrencies, it's the

‘nodes' that will validate the transactions
and maintain the blockchain. However, as
Libra's nodes will only be run from the
servers of the Libra Assoclation’s current
members, the network itself is not decen-
tralized. Facebook has said that the plan
Is to move to a fully decentralized net-
work within five years.

D CUSTOMERS

Facebook has expressed hope that the service
will also appeal to 1.7bn “unbanked” people
around the world who will only need an ID to
slgn up. Functioning-wise, the nodes will vali-
date the transaction and store it on the block-
chain.

THE LIBRA RESERVE

Libra is what we can call a 'stabelcoin’, meaning
its value will be tied to assets made up of vari-
—®  ous currencies stored by the Libra Association.
The Libra reserve is made up of the U.S. dollar
(50%). euro (18%), Japanese yen (149%), British
pound (11%) and Singapore dollar (7%).

Source: https://www.e-zigurat.com

Because most people nowadays have access to various social media applications, social
banking has an advantage in terms of information. Therefore, social banking can reach a large
number of people, even those who do not have a bank account can do financial transactions because

there are many people who do not have bank accounts and do not have pay slips and therefore cannot
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borrow or request loans from banks, causing them to borrow outside the system, but social banking
can reduce this gap. Social banking weaknesses at present, or social banking, is still unable to build

confidence among the people as much as it should.

In Thailand, there is a growing trend of cooperation between commercial banks and various
digital platforms, such as social media and retail businesses, to strengthen the digital financial
network, allowing service users to easily access financial services through partner networks and
leading to the introduction of new types of financial services (Ekachan & Thavornlan 2020). The
integration of banks and social media platforms has resulted in the term "financial inclusion," which,
in addition to resolving disparities in access to financial services and informal debt, enables banks
that transform into digital platforms to be adaptable and leverage even more ecosystems. In addition,
social banking increases the customer base, profits, operational efficiency, etc. As shown in Figure 7
below, the efficiency of the current banking system is compared to that of digital platforms.
According to the World Retail Bank Report 2020, platform-based banking development is more

efficient than traditional bank system.

Figure 7 Platform-based banks meet business priorities more efficiently than traditional bank

How easy is it For banks toja\chieve business priorities?

~
In their current state As a platform-based bank

28% Upgrade the customer journey 38% 1.4x%

25% Manage/address compliance issues 27% 1x

"

22% Expand market reach/increase customer base 37% 1.7x

21% Improve operational efficiencies 37%

19% Offer personalized and differentiated products and services 35%

-
>

19% Enhance banks' innovation potential 27% 1.4x
17% Maintain/increase business profitability 35%

14% Develop proofs of concept using emerging technologies 25%

14% Unlock new sources of value creation 31%

Source: World Retail Bank Report 2020 refer to Capgemini Financial Service Analysis 2020
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From the author's perspective, social banking is a novel financial service that has the
potential to develop in the future and can serve clients of all genders and ages. It is likely that the
underbanked and unbanked will be able to access a wide range of banking services merely possess a
personal Social Media account. Social Banking has a number of intriguing features that will

encourage more use from users, including:

1. Social banking is a low-cost financial service that does not require a visit to a bank

branch; all that is required is a social media account to use the bank's services.

2. Social banking can provide financial services that are appropriate for consumers' behavior

and lifestyle, as well as their income level.

3. Social banking reduces the problem of informal debt by allowing banks to offer loans to

retail customers without pay slips or to small businesses.

Although customers will benefit from the convenience of Social Banking, users should be

aware of the following precautions:

1. Social Banking provides quick and convenient access to financial services, which may

cause us to incur unnecessary debt due to the ease with which we can apply for credit.

2. All financial transaction information that was once private and secure in transactions will
be made available on platforms other than banks, where the user cannot be certain that their personal
and financial information will receive the same level of protection as when dealing directly with a

traditional bank.

Conclusion

Financial inclusion is the equitable access of individuals and businesses to low-cost financial
services such as bank accounts, savings and investment opportunities, credit, and insurance. Lack of
access to these resources exacerbates income and wealth disparities and prevents the unbanked and
underbanked people from participating fully in the global economy. "Unbanked people" refers to
adults who do not use or have access to any traditional financial services at all. Unbanked people
typically do not have insurance, pensions, or any other type of professional money-related services.

The majority of unbanked individuals are unbanked because they have no income.
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People who use the unbanked and underbanked services are more likely to have low income,
less education, or be in a racial or ethnic minority group. There are still approximately 1.7 billion
unbanked people worldwide. The Thai government is working to ensure that 30 million Thais have
access to the banking system and that financial institutions invent financial products and services that
can reach as many people as possible, which is inevitable when being involved in social media,

which is currently the most popular trend.

According to the data on social media usage in developing countries such as Thailand, overall,
Thais have reacted positively to the digital trend. Facebook, YouTube, and Line are the most popular
social media platforms. The most popular payment methods among Thais are credit cards, electronic
wallets, bank transfers, and cash on delivery. LINE BK, which was the first social banking service
provider in Thailand, recently disclosed their operating results for the year 2021. The total number of
users on the platform has exceeded 3.9 million. This is a response to the trend of Thais being more
open-minded about social banking services. LINE BK was able to proceed as scheduled despite the
COVID-19 pandemic in 2021. In addition to having more than 3.9 million users, LINE BK's services
have garnered significant attention. It is evident from the activation data of four major services that over
27 billion baht have been activated. This shows that more people are reaching financial services

through social media, and one of them is the unbanked and underbanked of the past.

In Thailand, there is a growing trend of cooperation between commercial banks and various
digital platforms, such as social media and retail businesses. The integration of banks and social
media platforms has resulted in the term "financial inclusion” is more efficient than the traditional

bank system.

Although social banking is a new financial service that has future development potential and
can serve customers of all ages, while users benefit from the convenience of Social Banking, users

should be aware of the Privacy and security from using Social Banking services as well.
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