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Development of Thai State Owned Enterprises (SOEs) has an important impact
on the economic growth and social development of the country for more than one
century since the first SOE, the State Railway of Thailand, was established in 1886.
While some basic utilities such as electricity and land transportation were established
after the war, two thirds of the SOEs were only established in the past fifty years
especially for important sectors like Telecommunications, Transportations, Energy, and
Financial Institutions.

Although each individual SOE will have a particular ministry in charged, all of
them are required to report their performance to the Ministry of Finance. In 1996, the
Ministry of Finance started a formalized and systematic performance evaluation system
and 11 SOEs participated. It is expected that by 2008, almost all SOEs will join this
evaluation system. A review of SOEs’ records that join the evaluation system shows
them to gradually have better performance scores throughout the past decade of
participation.

The present study examines the value relevance of operational performance
indicators and risk management indicators on SOE's financial performances. Financial
statement data of the 60 listed SOEs on June 27, 2005 are collected together with the
performance indicator scores for a period of 10 years (1996-2005). Only two years of
available risk management scores are collected (2004-2006). Study models, including
both Balance sheet model and Earning model, are based on the value relevance
framework in financial accounting literature. Besides the secondary data, in-depth
interviews were done with 25 SOEs (41.7%). Also, a survey using customized,
individualized questionnaire was carried out in order to acquire the risk management
scores, the cost of risk management activities, the factors influencing risk management
processes, and to verify data collected from secondary and public data sources. The
response rate is 75% (45 SOEs).

The results show positive relationship between prior year performance scores
and SOE’s financial performance as well as the changes in their financial performance,
specifically Return on Asset, Return on Employee, and the changes of the Return on
Asset. Also, prior year risk management scores relate positively to only one SOEs
financial performance, Return on Asset, and the Return on Employee. As expected, the
more investment SOEs have put on risk management activities, the greater risk

management scores they appear to receive.





