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Phayaow Chingthongkam 2010: The Impact of Privatization on Government Revenue Submitted to
Treasury and Economic Cost Efficiency Measurement: A Case Study of Airports of Thailand
Public Company Limited. Master of Economics, Major Field: Economics, Department of

Economics. Thesis Advisor: Associate Professor Santiya Eag-ark, Ph.D. 136 pages.

The objectives of this research are: to study the impact of privatization of Airport of Thailand Public
Company Limited (AOT) on government revenue submitted to treasury and to analyze economic cost
efficiency of 5 airports that are operated by AOT. The study applied Stochastic Frontier Analysis approach by
using the data during 1999-2008.

AOT was privatized by selling stocks to the public in 2004. The results of the impact of AOT
privatization analysis indicated that the ratio of revenue that AOT submitted to the government to total
revenues from all state enterprises was high during 1999-2003 at 5.3509. After privatization the revenue that
AOT submitted to Thai government decreased in 2004-2006 but gradually increased in the following years.
However, the ratio of revenue that AOT submitted to the government to total revenues after privatization was
lower than before privatization, because AOT had to reserve her profits to develop and improve her operating
potential and AOT also faced with the major change of moving from Don Muang to Suvarnabhum airport.
Therefore, AOT submitted less benefits to the government after privatization. However, the impact of

privatization is subjected to further study in the long run.

The results of cost efficiency score of airports shows that the average cost efficiency was 0.6227. It
implied that airports did not operate at its most efficiency point at a given factor and output prices. AOT can
increase its potential by reducing its cost by 37.73 %. The analysis of economic cost efficiency, the study
found that: Phuket Airport had the highest average cost efficiency score at 0.9209. The secondly was
Chiang Rai Airport. Don Muang Airport had the lowest average cost efficiency score at 0.4944. Furthermore,
the privatization had positive effect on cost efficiency of AOT. It was found that during 2004-2008, after
privatization, AOT had higher average cost efficiency than before privatization statistically significant at 95%

confident level.

Student’s signature Thesis Advisor’s signature
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MNWN 1 The Measurement and Decomposition of Cost Efficiency (N=2)

131: Kumbhakar and Lovell (2003: 52)
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In In Priva
firm time In(C/PK) In(PL/PK) Iny InK  passengers aircraft tization shock
1 1 9.84 1.83 8.83 9.23 12.02 17.11 0.00 0.00
1 2 10.04 2.23 8.89  9.22 12.08 17.18 0.00 0.00
1 3 9.91 2.08 8.95 9.16 12.14 17.25 0.00 0.00
1 4 10.06 2.25 897 933 12.17 17.26 0.00 0.00
1 5 10.17 2.45 898  9.36 12.18 17.21 0.00 1.00
1 6 9.99 2.24 9.00 9.25 12.36 17.41 1.00 0.00
1 7 10.16 2.55 9.09 9.12 12.49 17.48 1.00 0.00
1 8 11.79 5.68 9.13 10.64 12.54 17.55 1.00 0.00
1 9 10.89 3.28 5.56  10.60 10.59 14.98 1.00 1.00
1 10 10.98 3.68 6.07 10.51 10.92 15.56 1.00 0.00
2 1 7.38 1.46 516 693 9.69 14.56 0.00 0.00
2 2 7.44 1.67 524 692 9.67 14.61 0.00 0.00
2 3 7.45 1.71 524  6.86 9.64 14.63 0.00 0.00
2 4 7.61 1.87 532 17.03 9.69 14.55 0.00 0.00
2 5 7.72 2.09 534  7.06 9.67 14.51 0.00 1.00
2 6 7.46 1.68 566 695 9.91 14.80 1.00 0.00
2 7 7.61 2.10 5.61 6.82 10.02 14.92 1.00 0.00
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In In Priva
firm time In(C/PK) In(PL/PK) Iny InK  passengers aircraft tization shock
2 8 9.20 3.59 5.62 8.34 10.11 14.94 1.00 0.00
2 9 8.86 2.93 5.92 8.30 10.19 15.03 1.00 0.00
2 10 8.93 3.11 5.99 8.21 10.14 15.00 1.00 1.00
3 1 7.01 1.29 458  6.50 9.05 13.62 0.00 0.00
3 2 7.09 1.49 457 649 9.21 13.68 0.00 0.00
3 3 7.02 1.38 4.43 6.42 9.29 13.62 0.00 0.00
3 4 7.16 1.50 4.41 6.60 9.10 13.54 0.00 1.00
3 5 7.40 1.99 4.23 6.63 8.63 13.49 0.00 1.00
3 6 7.25 1.85 4.63 6.51 8.96 13.83 1.00 0.00
3 7 7.28 1.96 4.63 6.38 9.32 14.07 1.00 0.00
3 8 8.85 3.44 454 791 9.26 14.07 1.00 0.00
3 9 8.68 3.14 4.73 7.87 9.37 14.10 1.00 0.00
3 10 8.84 3.48 4.65 7.78 9.24 14.14 1.00 0.00
4 1 7.41 1.24 6.49  7.01 9.93 14.98 0.00 0.00
4 2 7.44 1.38 6.56  7.00 10.04 15.06 0.00 0.00
4 3 7.34 1.15 6.62 693 10.14 15.12 0.00 0.00
4 4 7.53 1.33 6.60 7.10 10.04 15.08 0.00 1.00
4 5 7.63 1.57 6.60 7.13 10.10 15.06 0.00 1.00
4 6 7.50 1.43 6.66  7.02 10.30 15.32 1.00 0.00
4 7 7.48 1.56 6.37  6.89 10.20 15.06 1.00 1.00
4 8 9.07 3.18 6.64 841 10.27 15.31 1.00 0.00
4 9 8.91 2.87 7.07 8.37 10.55 15.52 1.00 0.00
4 10 8.90 2.75 7.21 8.29 10.60 15.60 1.00 0.00
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M51UINN 1 (A1D)

In In Priva

firm time In(C/PK) In(PL/PK) Iny InK  passengers aircraft tization shock

5 1 7.02 2.18 325 6.02 8.37 13.20 0.00 0.00
5 2 6.84 1.89 3.61 6.01 8.58 13.26 0.00 0.00
5 3 6.69 1.52 3.62 594 8.48 13.23 0.00 0.00
5 4 6.83 1.64 3.65 6.11 8.49 13.07 0.00 0.00
5 5 6.95 1.87 346  6.15 8.22 12.94 0.00 1.00
5 6 6.81 1.73 412  6.03 8.49 13.23 1.00 0.00
5 7 6.97 2.00 3.88  5.90 8.50 13.43 1.00 0.00
5 8 8.43 3.30 382 743 8.64 13.45 1.00 0.00
5 9 8.20 2.94 398  7.38 8.74 13.48 1.00 0.00
5 10 8.18 3.00 412 730 8.81 13.56 1.00 0.00
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Output from the program FRONTIER (Version 4.1c)

instruction file = terminal

data file = CE.pm

Tech. Eff. Effects Frontier (see B&C 1993)
The model is a cost function

The dependent variable is logged

the ols estimates are :

coefficient standard-error t-ratio

beta 0 0.32444796E+01 0.85313715E+00 0.38029988E+01
beta 1 0.17569477E+01 0.27228595E+00 0.64525832E+01
beta 2 0.20016614E+00 0.25196056E+00 0.79443442E+00
beta 3 -0.73391265E-01 0.61302814E-01 -0.11971924E+01
beta 4 -0.12929366E+00 0.15531181E+00 -0.83247792E+00
beta 5 0.68403980E-01 0.42507529E-01 0.16092203E+01

sigma-squared 0.16486034E+00

log likelihood function = -0.22684677E+02

the estimates after the grid search were :

beta 0 0.27732998E+01

beta 1 0.17569477E+01
beta 2 0.20016614E+00
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beta 3 -0.73391265E-01
beta 4 -0.12929366E+00
beta 5 0.68403980E-01
delta 0 0.00000000E+00
delta 1 0.00000000E+00
delta 2 0.00000000E+00
delta 3 0.00000000E+00
delta 4 0.00000000E+00
delta 5 0.00000000E+00
sigma-squared 0.36708754E+00

gamma 0.95000000E+00

(Information on Iterations is Deleted)

the final mle estimates are :

coefficient standard-error t-ratio

beta 0 0.33395199E+01 0.24941628E+00 0.13389342E+02
beta 1 0.16824259E+01 0.10920020E+00 0.15406803E+02
beta 2 0.13821662E+00 0.97165106E-01 0.14224923E+01
beta 3 -0.11188584E+00 0.10766917E-01 -0.10391632E+02
beta 4 -0.44715835E-01 0.41199648E-01 -0.10853451E+01

beta 5 0.87208915E-01 0.19567287E-01 0.44568732E+01

delta 0 0.59713669E+01 0.13017648E+01 0.45871319E+01
delta 1 0.43652164E+00 0.14628580E+00 0.29840329E+01
delta 2 0.16816534E+01 0.48195102E+00 0.34892621E+01
delta 3 -0.17300943E+01 0.33581319E+00 -0.51519545E+01
delta4  -0.53547500E+00 0.22416121E+00 -0.23887943E+01
delta5  -0.74175414E-01 0.21954372E+00 -0.33786170E+00



sigma-squared 0.60751022E-01 0.19971507E-01 0.30418848E+01
gamma 0.99999999E+00 0.15247660E-02 0.65583835E+03

log likelihood function = 0.32477200E+02

LR test of the one-sided error = 0.11032375E+03

with number of restrictions = 7

[note that this statistic has a mixed chi-square distribution]

number of iterations= 33

(maximum number of iterations set at :  100)

number of cross-sections = 5
number of time periods= 10
total number of observations= 50

thus there are: 0 obsns not in the panel

(The covariance matrix for the ML estimators is deleted)

cost efficiency estimates :

firm year eff.-est.
1 1 0.19963657E+01
2 1 0.18266073E+01
31 0.19139022E+01
4 1 0.11996443E+01
5 1 0.10003045E+01
1 2 0.18302144E+01
2 2 0.15159872E+01
3 2 0.16682085E+01

4 2 0.10622904E+01
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mean efficiency = 0.16060363E+01

exp(u, ) = e* shl¥eglugi CE, = exp(- u,) 141 exp(- u,)=e" =—

© O O O ©

10
10
10
10

0.11021071E+01

0.16806895E+01

0.90049001E+01
0.14594710E+01
0.13641920E+01
0.10347730E+01
0.11928125E+01
0.60959897E+01
0.13063059E+01
0.11520698E+01
0.10557646E+01
0.10756730E+01
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