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Reliable financial reports are very useful for economic decision-
making particularly for investment analysts. This study examined the factors
influencing the reliability of financial reports from the perspectives of Thai
investment analysts. The purpose of this research is threefold: (1) to
determine the dimensions or characteristics of the reliability of financial
reports, (2) to identify the factors that influence the reliability of financial
reports, and (3) to explore the relationships between these characteristics and
the factors influencing the level of reliability of such reports. Both qualitative
and quantitative research methods are used in the design and analysis of the

data collected. -
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Data from an in-depth interview of 50 Thai investment analysts in 21
listed security companies and 14 mutual fund management companies in
Thailand were analyzed using qualitative research methods, such as content
analysis and ranking and weighting approaches. A total of 11 qualitative
characteristics of reliable financial reports were identified: 6 were found in
accordance with accepted accounting standards, including representation of
faithfulness, completeness, neutrality, prudence, verifiability and substance
over form; 5 additional characteristics were specified by Thai investment
analysts, including transparency and accountability, probity, simplicity and
comprehensiveness, practicality and consistency. Also 4 main factors were
grouped form a total of 24 preliminary factors relating to the reliability of
financial reports, namely factors regarding the procedures involved in making
a report, the presentation of the report, organizational factors and governance
factors. However, after consolidating the rank and weight of prelimihary 24
factors, only 14 factors were used for the purposes of quantitative analysis.

The results of in-depth interviews were used as the starting point of the
quantitative research method. Self-administered questionnaires were used,
employing data collection (pair-wised comparison) and Analytic Hierarchy
Process (AHP) as the main methodology of analysis. The response rate was
33%, consisting of 95 Thai investment analysts, again from 21 listed security
companies and 14 mutual fund management companies. Arithmetic,
geometric, and harmonic means were calculated, together with the ranking of
the answers according to frequency. The inconsistency ratio of all questions

was found to be in acceptable level of 0.10. The results from AHP analysis



208559

by using geometric means were consistent with those from the preliminary
study. From the original 11 characteristics which were ranked and weighted
by geometric means, the six characteristics with the highest weight were as
follows: (1) transparency and accountability, (2) representation of
faithfulness, (3) probity, (4) verifiability, (5) completeness, and (6)
consistency. The reliable characteristics from the perspective of Thai
investment analysts which were not stated in accounting standards, were
ranked first, third and sixth, with a total weight of 0.333. The characteristics
based on accounting standards were ranked second, fourth and fifth, with a
total weight of 0.338. Therefore, both reliable characteristics from the
perspective of Thai investment analysts and from accounting standards
merely had equal ranking and weighting.

In terms of factors influencing the financial reports, the AHP analysis
found governance factors to be more important than organizational factors.
For example, the suitability/safety/verifiability of the accounting system,
internal control, an information system designed by accounting profesSionals,
and accountants’ strict compliance with the Internzitional Accounting
Standard were ranked highgst, whereas the age of institution, stability, and the
size of the firm were ranked lowest. Factors regarding the procedures
involved in making a report were more important than the presentation of the
report itself. For example, accountants’ strict compliance with the specific
- laws and regulations governing changing circumstances or events and
regulators’ issuance of specific laws and regulations and timely enforcement

were more important than consistency of the firm’s operational result.
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However, if the firm had good corporate governance, it would affect the
performance of people involved in preparation and presentation of financial
report to do their duty more carefully, conservatively and completely.
Therefore, it affected not only the performance of the persons involved but
also the reliability of financial report.

Factors involving good corporate governance were found to be the
most important factors. All four groups of factor showed a significant
correlation to the reliable financial reports, with only four characteristics
relating to the reliability of the completeness, transparency and accountability,
simplicity and comprehensiveness, and substance over form. Furthermore, as
for the group correlation viewpoint, the set of additional reliable
characteristics from perspective of Thai investment analysts displayed more
significantly correlation with the set of the four main reliable factors when
compared with another set of reliable characteristics based on accounting

standards.





