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Abstract
Good Governance in State Agencies : Case Studies of Thai State

Owned Enterprises

The present study of governance of Thai state owned enterprises (SOEs) utilize OECD
conceptual framework which emphasizes governance process rather than the performance of
state agencies. The internal governance of the board of SOEs will be given special focus for
study. Seven SOEs selected for the study comprise public companies as well as purely
government agencies without share capital. The 7 SOEs are PTT public Co.Ltd, Electricity
Generating Authority of Thailand (EGAT), State Railway of Thailand, Thai Airway Public Co.Ltd,
Mass Communication Public Co.Ltd, Government State Lottery, TOT Public Co.Ltd.

The study has found that external and internal mechanism has exhibited some
similarities as well as differences in accounting for differences in the nature of governance and
the realization of good governance. Important external governance mechanism includes rules
and regulation that are not conducive to efficiency of SOEs; lack of explicit objectives or the
prevalence of inconsistent multiple goals which explains the lack or absence of accountability
on part of the management and the SOEs board; lack of transparency due to conflict of
interests arising from having one agency being concurrently both a regulator and an operator,
not to mention pervasive political intervention by politicians for personal gains. One of the most
fundamental problems of SOEs is structural in nature in that the Thai citizen may own SOEs in
principles or being real owners, but in fact SOEs are without principals or owners. Such

attribute explains rampant, chronic political abuses and corruption among Thai SOEs.

As for the internal governance mechanism, SOEs which have the public company status
may render satisfactory disclosure of information to the stakeholders; however, the common
findings of these seven SOEs are poor processes of selection and substandard quality of the
board committee from the perspectives of past experience, professional expertise relevant to
the need and objective of the organization. One basic flaw is that there are too many civil
servants many of which lack commercial background so much needed by SOEs. There are also
conflict of interest problems arising from the nature of representatives from the government in
the board of SOEs. A number of board committee is obviously a liability not an asset to the
organization. The board often lack accountability for mistaken decision. The study also finds
that small shareholders of public listed SOEs have beer unfairly treated from government

policies using such SOEs to attain political and social goals.
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A number of recommendations are made. Politics should not be allowed to meddle with
rational economic decision. Outmoded rules and regulation should be overhauled.

Anticompetitive rules which favor SOEs over private firms should be abolished.

A clear jurisdiction and separation of regulatory and operational agencies to avoid
conflict of interests must be implemented. A clear objective for SOEs which will enable
accountability of the board is in need of change. Not less important is a better criteria and
process in the selection of board committee. Finally a healthy sign of increasing role of public
sector and community in both the participation and the overseeing of SOEs project which have
impact on environment and the life of people in local areas should be strongly supported by the

government.
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