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Abstract

The main objective of this study is to examine factors affecting financial risk management
and enterprise internal management on enterprise performance of automotive and automotive
parts industry in Thailand using empirical data. The sample was chosen from companies in
automotive parts manufacturing industry in Thailand. The questionnaires were distributed to
334 respondents. The statistics were descriptive statistics, confirmatory factor analysis and
structural equation model. The results show that the conceptual model aligned with the
empirical data. (x?=121.331, p = .279, yx*/df = 1.074, GFI = 0.962, AGFI = 0.936, CFl = 0.998
RMSEA = 0.015) The findings indicated that financial risk management had positive impacts on
enterprise internal management at significance level 0.01. Enterprise internal management had
positive impacts on enterprise performance at significance level = 0.01 Furthermore, the
outcome showed that financial risk management had direct and indirect impacts on enterprise
performance at significance level = 0.01. which confirmed the relationship of factors that

influenced enterprise performance in Thailand’s automotive industry.
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Introduction

Thai government had given constant supports to Automotive and automotive parts
industry. The early development of this industry focused on production to replace importing.
Thai government also released policies to strengthen automotive and automotive parts
industry, such as tax increase for automotive parts and assembled automobile, forcing usage
of automotive parts manufactured in Thailand, promoting foreign investments, and driving
passed-on knowledge of new technology from international firms to Thai firms. As a result,
automotive and automotive part industry in Thailand had seen growth in the ratio of
domestically manufactured automotive parts usage in automobile assembling as high as 80%
(measured by total cost of automotive parts) (Yongpisanphob, 2020) However, there were
many closely related risk factors especially during global recession, which were the result of
trade war between China and the United States, and the change in structure of excise tax on
Thailand’s important trade partners (Thansettakij, 2020) In addition, COVID-19 outbreak greatly
impacted global economic growth; global economy expanded less than 1% (Tamajai, 2020).
International Monetary Fund (IMF) predicted that global economy would shrink by 3% in 2020.
Many countries would face recession that affected supply chain system by labor shortage and
raw materials (Chunthapong & Tonghui, 2020)

To adjust business strategy, enterprise internal management was among the most
important factors, as it regulated operation guidelines (Jean, Sinkovics & Zagelmeyer, 2018,
pp. 995-1026; Sritiprat, 2014, pp. 14-18) Financial risk management was also another important
factor, since it was the result from currency fluctuation, production material cost fluctuation,
industry’s demand-supply fluctuation, employees’ pay, financial regulation violation, and
mistakes from bookkeeping (Quang & Hara, 2017, pp. 1369-1388) If the businesses in the said
industry had good internal management and effective financial risk management, they should
achieve their objectives and earned sustainable revenues (Angsuphan, 2019) Furthermore,
effective financial risk management reflected effective overall enterprise management and
administration, which was the foundation of continuous growth of business.

Global economy recession and COVID-19 outbreak inevitably affected enterprise
operation in automotive industry. Governing relationships between financial risk management,
enterprise internal management, and enterprise performance, hence, would play an important

role in maintaining the overall enterprise competitiveness in current global situation.
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Research Objective

1. To verify correlation of factors that affect financial risk management and enterprise
internal management within enterprise performance of automotive and automotive parts
industry in Thailand

2. To study direct impacts, indirect impacts, and overall impacts of financial risk
management, enterprise internal management, and enterprise performance.

Scope of the Research

The scope of this research includes the aspect of population and content, detailed as follow:

Population: The sample consists of firm members of The Federation of Thai Industries,
The Thai Automotive Industry Association (TAIA), Thai Auto-Parts Manufacturers Association
(TAPMA) (Thai Autoparts Manufacturers Association, 2018, pp. 63-75), whose executive level
officers provide answers to our questionnaire.

Content: This research studies financial risk management, enterprise internal
management, and enterprise performance of the aforementioned firms.

Conceptual Framework

The variables in this research includes Exogenous Latent Variable, which is Financial Risk
Management (FRM), and Endogenous Latent Variables, which are Enterprise Internal Management
(EIM) and Enterprise Performance (EP). The concept framework is shown in Figure 1.
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Figure 1 Conceptual Framework

Burapha Journal of Business Management, Burapha University, Vol.11 No.2 July- December 2022 142




This study consists of 3 the hypotheses, such as:

H1: Financial risk management directly and indirectly influences enterprise
performance, which includes the secondary hypotheses, as follow

H1a: Financial risk management positively and directly influences
enterprise performance.

H1b: Financial risk management positively and directly influences
enterprise performance via enterprise internal management.

H2: Financial risk management positively and directly influences enterprise
internal management.

H3: Enterprise internal management positively and directly influences

enterprise performance.

Literature Review

Automotive Industry

Automotive and automotive parts industry plays important role in developing the
country’s economy. Thailand has policies for continuous development in this field. Starting
from 1961, there was an official support on domestic automotive-part production and usage,
to reduce the import counterpart (Thailand Automotive Institute, 2012, p. 1) Automotive
industry helps improve economy in the aspects of production, marketing, employment, and
development of technology. However, automotive industry is also at risk of the changes in
production’s structure and demands on automobile —especially, the demand from electric
cars. If the automotive business owner cannot cope up with the changes, that could lead to

a crisis of Thailand’s automotive and automotive parts industry (GSB Research, 2019)

Financial Risk Management

Risk management is the result of the decisions under uncertainties, to protect the
profits and promote goal fulfilment (Hwang, 2014, pp. 219-234; Mishra, 2019, pp. 162-188)
These affect most stocks in stock market by way of inflation or interest rate, and gross
domestic products (GDP), which in turn, affect cost of raw material, wage, assets, as well as
product’s price (Pavabutr, 2008, pp. 179-219; Sangsunt & Khongsawatkiat, 2009, p. 232)
Financial risk management helps lead the organization’s success, reduce obstacles from
unlikely events that could affect organization’s profit and operation, and prevent damage to
resources (PricewaterhouseCoopers, 2004, pp. 1-5) Therefore, financial risk management is
then correlated to accounting system, financial technology, seller and buyer, policies and
regulations, accounting methodology, asset management, and risk from business advantages.
(Tiyadah & Sawat, 2020, pp. 75-92)
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Enterprise Internal Management

Enterprise internal management is a procedure in planning phase, which requires the
executives of all levels to attend. A good enterprise internal management helps reduce loss
from redundant tasks, clarify scopes and policies, which in turn help the executives prepare
for the uncertainties in the future, and prevent conflicts within the organization. Strategy
planning covers the scope of organization’s activities, which must consider overall resources
in the organization and environment condition prediction both inside and outside the
organization (Attamana, 2002, p. 421; Sritiprat, 2014, pp.14-18) Enterprise internal management
is an important factor for success and good relationship with stakeholders of all levels (Shin
& Park, 2020, pp. 979-1006) Therefore, enterprise internal management is then correlated to
internal provisioning, information system, quality provisioning, work techniques, financial
management regarding recognition criteria of asset and measurement bases, and work
collaboration. (Sawat & Tiyadah, 2021, pp.78-89)

Enterprise Performance

The concept of enterprise performance is focused on concrete goal-oriented
management, with clear and evaluable results. It is directed toward organization’s goals
(Chamnanchang, 2013, p. 55) Performance, hence, is the indicator of whether the organization
has achieved its purposes and goals (Tantunsat, 2009, p. 39) In the past, the evaluation only
focuses on controlling management, which often expects short-term performance. To sustainably
improve the organization, there must be evaluation and assessment during work operation, so
that the current circumstances are realized, and the executive systems are connected throughout,
with the goal of systematic and constant development (Tongsokhowong, 2017)

Financial performance effectiveness could be evaluated by analyzing financial
statement. Financial statement analysis is, therefore, a tool for risk evaluation, security, and
success of the organization through correlation of numbers in the statement. If the
performance is not effective, it could fatally impact the business (Guragai & Hutchison, 2020,
pp. 429-447; Pipatanasern, 2011, pp. 75-77; Yossomsakdi, 2007, pp. 84-85)

Although nowadays many organizations use modern management tactics that evaluate
the operation from different points of view to cauge enterprise performance, executives of
different organizations give priorities to various aspects of enterprise performance differently.
However, financial perspective is among the most important perspectives executives need to
prioritize. Organization’s performance is then considered from the return analysis as a part of
financial risk analysis; it evaluates the organization’s capability to make profit, showing the
tendency of long-term gain which reflects organization’s success or failure. Return analysis consists
of return on assets ratio, return on investments ratio, return on equity ratio, return on sale ratio,

cash flow to net income ratio, and inventory turnover. (Tiyadah & Sawat, 2020, pp. 75-92)
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Methodology

Population are firms that are parts of automotive and automotive part industry in
Thailand: 50 member firms from the Federation of Thai Industries, 124 member firms from the
Thai Automotive Industry Association, and 642 member firms from Thai Autoparts Manufacturers
Association 816 firms in total (Thai Autoparts Manufacturers Association, 2018, pp. 63-75)

Samples are drawn from the executive officers of member firms of the Federation of
Thai Industries, and member firms from Thai Autoparts Manufacturers Association. Also, since
this study uses Structural Equation Model (SEM) to analyze data, we set the sample size
according to the concept of statistical analysis equation model of Hair, Black, Babin & Asderson
(2010, pp. 661-662) that suggests that sample size for equation analysis must be considered by
Multivariate Normality, Estimation Technique, Model Complexity, Missing Data, and Average Error
Variance of Indicators. The appropriate sample size is 300. Therefore, considering the above
criteria and to prevent the Outliers, we set the sample size to 330 by Convenience Sampling.

The data collection is performed on the sample firms that consist of automobile
manufacturers, automobile assemblers, and automotive part manufacturers that have obtained
factory license and firms that import/export automobile parts or related machinery. The length
of time used to collect the data is 4 months, from May 2019 — August 2019.

The method used in collecting data is delivering questionnaire to the sample firms via
physical mail and e-mail, along with the letter asking for permission to collect data through
point-of-contact persons in the firms. In addition, we also visit the firms to collect the data in
person, and through phone calls. This study has sent the questionnaire to 816 firms and received
the answers from 334 firms.

The tool used in data collection is a questionnaire with close-ended questions. There
are 2 parts: Part 1 — general information about the responder; and Part 2 — evaluation on level
of operations (scale of 7, 1 being the lowest and 7 being the highest).

Tool Quality Assessment is conducted in 2 manners. The first is Index of [tem Objective
Congruence (I0Q). The second is Reliability Testing. For IOC, the tool (the questionnaire) is
verified by 9 financial risk experts on the validity, the scope of the content, and the language.
The result shows that the I0C has value 0.75 — 1.00 for financial risk management topic, 0.50
- 0.90 for enterprise internal management topic, and 0.90 for enterprise performance topic.
All the topics has the IOC value 0.5 or higher, which implies that the tool’s content is valid.
The Reliability Testing is conducted by taking 30 firms in a sample and testing for Reliability
value. The result shows that Cronbach’s Alpha Coefficient on financial risk management is
0.937, enterprise internal management is 0.917, and enterprise performance 0.868. All the
values are higher than 0.70, which implies that the tool is reliable. (Hair, Black, Babin &
Asderson, 2010, p. 710)
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Data analysis and statistics consists of Descriptive Statistics, used to describe general
information of the sample on financial risk management level (FRM), enterprise internal
management (EIM), and enterprise performance (EP). Inferential Statistics is used to in structural
equation model, by verifying the assumptions on data analysis of multivariate statistics, namely
outliers. To do that, Squared Mahalanobis Distance (D) is used to reject questions that have P-
Value lower than 0.01, which implies that the data point is higher or lower than normal. We find
17 datasets that have higher value than the standard (Hair, Black, Babin & Asderson, 2010, p. 66),
which implies abnormality of the data and is then rejected from the sample. That results in 317
datasets in total to be tested on Normality, Homoscedasticity, and Linearity. The result of the
tests yields the data whose assumptions are verified. Then, the data is analyzed using
Confirmatory Factor Analysis (CFA), tested on hypotheses, and analyzed for direct and indirect

influence using Path Analysis.

Results

From general information, it is shown that most firms are in automotive and
automotive parts manufacturers (142 firms, 42.5%), have been operating for more than 10
years (82%), whose trade partners are 174 firms that consists of Thai and foreign firms (52.1%),
and most of major shareholders are Thai (62.3%).

Analysis on Financial Risk Management Level, Enterprise Internal Management, and
Enterprise Performance

It is found that the opinion of the majority of the firms is Strongly Agree (X = 5.86, SD
= 0.57) to prioritizing enterprise performance, Agree (X = 5.71, SD = 0.71) to enterprise internal
management, and Agree (X = 5.55, SD = 0.69) to financial risk management.

From Confirmatory Factor Analysis (CFA), it is found that First Order CFA on 3 variables,
which are financial risk management (FRM), enterprise internal management (EIM), and
enterprise performance (EP), could be measured by 1) Latent variable financial risk
management (FRM) is measured from 7 observe variables, namely risk from accounting system
(FRM1), risk from financial technology (FRM2), risk from seller and buyer (FRM3), risk from
policies and regulations (FRM4), risk from accounting methodology (FRM5), risk from asset
management (FRM6), and risk from business advantages (FRM7). 2) Latent variable enterprise
internal management (EIM) is measured from 6 observe variables, namely internal provisioning
(EIM1), digital and technology (EIM2), quality provisioning (EIM3), work techniques (EIM4),
financial management (EIM5), and work collaboration (EIM6). 3) Latent variable enterprise
performance (EP) is measured from 6 observe variables, namely return on assets ratio (EP1),
return on investments ratio (EP2), return on equity ratio (EP3), return on sales ratio (EF4), and
cash flow to net income ratio (EP5), and inventory turnover (EP6). The result on analysis of 19
observe-variable correlation matrix shows that the correlation value of 51 variable pairs are

significantly distinct from zero at 0.01 statistical level. And from assumption verification, it is
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found that correlation matrix of the 19 variables is not an identity matrix, which means the 19
variables are correlated and could be used in component analysis (Bartlett's Test of Sphericity:
Approx. Chi-Square = 4680.907, df = 171, p = .000). When considering Measures of Sampling
Adequacy (MSA) of the 19 variables, the values range from 0.897 — 0.980, which are all higher
than 0.5. That means all the variables could be used for component analysis, which is shown
in Table 1 and Figure 2.

Table 1 Correlation Coefficient of observe variables from financial risk measurement model

Enterprise Internal Management and Enterprise Performance

Observe
Variable
FRM1 0.933
FRM2 0.542** 0.923
FRM3 0.496** 0.708** 0.950
FRM4 0.603** 0.550%** 0.708** 0.950
FRM5 0.450** 0.531** 0.650** 0.653** 0.924
FRM6 0.423** 0.499** 0.591** 0.656** 0.778** 0.928
FRM7 0.360** 0.535** 0.509** 0.501** 0.689** 0.716** 0.945%

FRM1 FRM2 FRM3 FRM4 FRM5 FRMé6 FRM7

Observe
EIM1 EIM2 EIM3 EIM4 EIM5 EIM6
Variable
EIM1 0.935

EIM2 0.733** 0.944

EIM3 0.674** 0.689** 0.950

EIM4 0.653** 0.689** 0.642%* 0.980

EIM5 0.651** 0.626** 0.707** 0.656%* 0.951

EIM6 0.627%* 0.614** 0.610** 0.590** 0.708** 0.963

Observe
Varlable EP1 EP2 EP3 EP4 EP5 EP6
EP1 0.916
EP2 0.793** 0.897
EP3 0.614** 0.650** 0.956
EP4 0.531** 0.649** 0.640** 0.922
EP5 0.570** 0.558** 0.692** 0.619** 0.954
EP6 0.489** 0.515** 0.535** 0.673** 0.632** 0.933

Statistical significance is 0.01, n = 334
Kaiser-Meyer-Olkin Measure of Sampling Adequacy (KMO) = 0.941
Bartlett's Test of Sphericity Approx. Chi-Square = 4680.907, df = 171, Sig.= 0.000
The diagonal value in the matrix is from The Measures of Sampling Adequacy
(MSA) for each variable.
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Figure 2 Financial risk measurement model of enterprise internal management and

enterprise performance

The result of the First Order Confirmatory Factor Analysis of the financial risk
measurement model (FRM), enterprise internal management (EIM), and enterprise performance
(EP), referred to Figure 2, shows that the model is corresponding to empirical evidence, whose
¥*/df is 1.114, which pass the criteria for %*/df acceptance that specifies that the value must
be lower than 5.0, p-value is 0.191. Goodness of Fit Index (GFI) is 0.961, Adjusted Goodness of
Fit Statistic (AGFI) is 0.934, and Comparative Fit index (CFl) is 0.997. The GFI AGFI, and CFl are
according to the acceptance criteria, which specifies that the value must be higher than 0.9.
Root Mean Square Error of Approximation (RMSEA) is 0.019, which pass the criteria for
acceptance at 0.08. The results show that the model corresponds to empirical evidence
(Blunch, 2013, pp. 117-118; Byrne, 2016, pp. 122-123; Vanichbuncha, 2014, pp. 98-99). When
considering factor loading in the model, it is found that the factor loading of the 19 observe
variables are positive and is statistically significant at 0.001 for each variable. That means
Confirmatory Factor Analysis model for 19 enterprise internal management and enterprise

performance observer variables has construct validity.
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Variable and Measurement Quality Assessment

This study verifies Convergent Validity by considering Average Variance Extracted (AVE).
The result shows that AVE of variables financial risk management (FRM), enterprise internal
management (EIM), and enterprise performance (EP) range between 0.583 and 0.702, which
are higher than 0.5. That means indicator questions in this study has Convergent Validity. When
considering Construct Reliability (CR), it is found that the values range between 0.857 and
0.873, which are higher than 0.7. The factor loading of each indicator questions ranges between
0.585 and 0.893, which is higher than 0.5. This means that the indicator questions of each
variable have Construct Reliability (Hair, Black, Babin & Asderson, 2010, pp. 709-713). The details
are shown in Table 2.

Table 2 Study results of enterprise internal management and enterprise performance level

Standard

Factor / Measurement Item Mean L Factor Loading
Deviation

Financial Risk Management (FRM) CR = 0.873, AVE = 0.583
FRM1 Risk from accounting system 6.01 0.663 0.585
FRM2 Risk from financial technology 5.45 0.677 0.649
FRM3 Risk from seller and buyer 5.63 0.721 0.802
FRM4 Risk from policies and regulations 574 0.749 0.844
FRM5 Risk from accounting methodology 5.46 0.805 0.820
FRM6 Risk from asset management 5.46 0.699 0.797
FRM7 Risk from business advantages 5.20 0.782 0.811

Enterprise Internal Management (EIM) CR = 0.857, AVE = 0.702
EIM1 Internal provisioning 572 0.740 0.839
EIM2 Digital and technology 5.54 0.686 0.860
EIM3 Quality provisioning 5.51 0.696 0.820
EIM4 Work techniques 5.56 0.660 0.771
EIM5 Financial management 557 0.773 0.838
EIM6 Work collaboration 559 0.751 0.893

Enterprise Performance (EP) CR = 0.857, AVE = 0.593
EP1 Return on assets ratio (ROA) 5.88 0.633 0.721
EP2 Return on investments ratio (ROI) 5.88 0.628 0.695
EP3 Return on equity ratio (ROE) 5.78 0.651 0.842
EP4 Return on sales ratio (ROS) 5.84 0.620 0.758
EP5 Cash flow over profit ratio 5.78 0.629 0.809
EP6 Inventory turnover 573 0.673 0.784
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Discriminant Validity Assessment is conducted by comparing vAVE of each variable to
Correlation Coefficient of the variable and other variables. (Hair et al., 2010: p. 713) The result
shows that vAVE of financial risk management variable (FRM), enterprise internal management
(EIM), and enterprise performance (EP) are higher than Correlation Coefficient between
variables, which means that the indicator questions have Discriminant Validity. The details are
shown in Table 3.

Table 3 Result of Discriminant Validity Assessment

Correlation Coefficient

Factor CR AVE
FRM EIM EP
Financial Risk Management (FRM) 0.873 0.583 0.764
Enterprise Internal Management (EIM) 0.857  0.702 0.640**  0.838
Enterprise Performance (EP) 0.857 0.593 0.556**  0.642**  0.770

Remarks: The bold and italic number in diagonal is VAVE
** Significant level 0.01

Analysis Result of Agreement of Structural Equation Model

Analysis of agreement of structural equation model of financial risk management (FRM),
enterprise internal management (EIM), and enterprise performance (EP), against empirical
evidence shows that the model is corresponding to the empirical evidence, as shown in Figure 3,
whose y’/df is 1.074, which passes the acceptance criteria of ¥*/df at 0.5, p-value is 0.279.
Goodness of Fit Index (GFI) is 0.962, Adjusted Goodness of Fit Statistic (AGFI) is 0.936, and
Comparative Fit index (CFI) is 0.998. The acceptance criteria for GFI AGFI and CFl is 0.9. Root Mean
Square Error of Approximation (RMSEA) is 0.015, which passes the acceptance criteria for RMSEA
at 0.08, as shown in Figure 3 (Blunch, 2013, p. 120; Byrne, 2016, p. 98; Vanichbuncha, 2014, p. 116)
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Figure 3 Structural Equation Model for financial risk management, enterprise internal

management, and enterprise performance

Hypotheses Verification

Hypotheses Verification Result and Analysis on Influence of Causal Variables
that Affect Enterprise Performance

The result of hypothesis Hla verification “financial risk management positively and
directly influences enterprise performance” shows that the hypothesis is to be accepted at
statistical significance value of 0.01, p-value is 0.00, and factor loading is 0.320.

The result of hypothesis H1lb verification “financial risk management positively and
directly influences enterprise performance via enterprise internal management” shows that
the hypothesis is to be accepted at statistical significance value of 0.01, p-value is 0.00, and
factor loading is 0.446.

The result of hypothesis H2 verification “financial risk management positively and
directly influences enterprise internal management” shows that the hypothesis is to be
accepted at statistical significance value of 0.01, p-value is 0.00, and factor loading is 0.838.

The result of hypothesis H3 verification “enterprise internal management positively
and directly influences enterprise performance” shows that the hypothesis is to be accepted

at statistical significance value of 0.01, p-value is 0.00, and factor loading is 0.532.
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Analysis Result on Influence of Causal Variables that Affect Enterprise Performance

Path Analysis, consisting of Direct Effect (DE), Indirect Effect (IE), and Total Effect (TE),
shows that financial risk management positively and directly influences enterprise internal
management at factor loading value of 0.838, with statistical significance at 0.01. Positive-Direct
Influence Path of financial risk management on enterprise performance shows that financial
risk management directly and indirectly influences enterprise performance. Directly, the factor
loading value is 0.320, with statistical significance value at 0.01. Indirectly, the factor loading
value is 0.446, with statistical significance value at 0.01. For Influence Path of enterprise
internal management, it positively and directly influences enterprise performance with factor

loading value at 0.532, statistical significance value at 0.01, as shown in Table 4.

Table 4 Path Analysis Result

Path Analysis DE IE TE Hypotheses Verification
FRM —> EIM 0.838 *** - 0.838 *** Accept H2
FRM —> EP 0.320 *** 0.446*** 0.766 *** Accept Hla
EIM —> EP 0.532 *** - 0.532 *** Accept Hlb and H3
Conclusion

The structural equation model of factors affecting financial risk management,
enterprise internal management, and enterprise performance in the said industry consists of
components of latent variables that influences each other, namely 1) Financial risk
management positively and directly influences enterprise internal management, 2) Financial
risk management positively and directly influences enterprise performance, and 3) Internal
management positively directly influences enterprise performance. The conclusion could be
drawn: 1) Financial risk management factor (FRM) consists of 7 variables; the first 3 significant
indicator weight values are risk from policies and regulations (FRM4) with factor loading at
0.844 and R? at 71.20%, risk from accounting methodology (FRM5) with factor loading at 0.820
and R? at 67.30%, and risk from business advantages (FRM7) with factor loading at 0.811 and
R? at 65.80%. 2) Enterprise internal management factor (EIM) consists of 6 variables; the first 3
significant indicator weight values are work collaboration (EIM6) with factor loading at 0.893
and R? at 51.40%, digital and technology (EIM2) with factor loading at 0.860 and R? at 73.90%,
and Internal provisioning (EIM1) with factor loading at 0.839 and R” at 70.40%. 3) Enterprise
performance factor (EP) consists of 6 variables, the first 3 significant indicator weight values
are return on equity ratio (ROE) (EP3) with factor loading at 0.842 and R? at 71.00%, Cash flow
to net income ratio (EP5) with factor loading at 0.809 and R? at 65.40%, and inventory turnover
(EP6) with factor loading at 0.784 and R? at 61.50%.
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The result shows the empirical evidence that automotive and automotive parts
manufacturers and traders in Thailand should support operations related to financial risk
management and enterprise internal management, as they lead to effective enterprise
performance.

For financial risk management, in addition to liquidity management of cash inflow and
cash outflow of the enterprise, executives need to consider appropriate management of
capital structure ratio to ensure the continuity of operation. Also, in enterprise internal
management, there should be precise role specification that corresponds to the tactics of the
department. For sustainable success, the specification should focus on balancing 4 core
factors: enterprise development, finance, work process, and customers. Furthermore, using
balance scorecard with internal control and risk management would yield benefits to the
enterprise in a long run. (Wisuteewong & Rompho, 2015, pp. 127-134)

Contributions

This study provides the academical benefit as a guideline for confirmatory factor analysis
of structural equation model. It also shows the confirmatory factor of causal relationship
between accounting and financial risk management, enterprise internal management, and
enterprise performance. Therefore, we offer suggestions regarding those factors as follow.

In the aspect of financial risk management, executives should promote accounting
officers” constant deepening of knowledge to comply with accounting standards, so that
accounting system and accounting methodology of the organization follow regulations.
Executives should also prioritize operation evaluation for effectiveness to improve reliability
of financial report. In the aspect of enterprise internal management, executives should
promote the use of digital technology in work collaboration to foster new work techniques or
creativity in product and service improvement, in response to customers’ need. Additionally,
executives should build work culture that focuses on quality of products and services by
conducting quality control assessment. Executives should also focus on understanding the
environment of business competition, to consider the right technology to bring in, and to
increase effectiveness in raw material management, production, product management, as well

as tracking customer’s need.

Discussion

Financial risk management positively and directly influences enterprise internal
management, corresponding to the research by Zhang, Nie, Huang & Chen (2016, pp. 764-768)
that studied strategy for acquiring capital for supply chain in medium and small sized
community enterprise. It was found that the strategy that includes collaborations responded
better to the consumers, since distributor learned about consumers’ need better than
suppliers. Gao (2020) studied acquiring capital from banks for pricing regulation strategy for
competition. It was found that the resulted capital and interest rate from the banks influenced

production cost and enterprise internal management, but had no influence on pricing
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regulation in retail. The reason was that the enterprise accepted the obligation from loans and
interest rate as a part of enterprise internal management, which indicated that financial risk
management influenced enterprise internal management.

Financial risk management positively and directly influences enterprise performance,
which corresponds to Huijun & Jing (2016, pp. 1-4) studied working capital ratio of account
receivable in supply chain of international enterprises; regarding credit risk that took impact
from uncertainty in needs and fluctuation of currency exchange that influenced working
capital in medium and small businesses, the currency exchange and compensation for
contract termination influenced working capital ratio of medium and small businesses at high
level. Similarly, Chunying et al. (2020) studied financial variables that influenced enterprise
performance. The study proposed financial model to compare financial risk factors and
enterprise accounting management when different financial agreements are used. It was
shown to influence enterprise operation in regulating financial risk prevention factors, liability
tracking, and guarantee regulation between trade partners. Huang, Yang & Tu (2020, pp. 1-12)
studied financial decision-making model in supply chain under financial restrictions. The
studied specified 3 models for financial decision-making: Trade Credit Financing (TCF), Credit
Guarantee Financing (CGF) and Buyback Guarantee Financing (BGF), whose under restrictions
found that, for loans to enterprises in supply chain, the loaner must accept risk in enterprise
performance assessment and financial risk management of the loanee. This indicated that
financial risk management is a factor that influenced enterprise performance.

Enterprise internal management positively and directly influences enterprise
performance, which corresponds to Jabbour, Jabbour & Sarkis (2019, pp. 11-30) that conducted
literature study on enterprise management model that influenced effectiveness and
sustainability of supply chain. The enterprise internal management influenced effectiveness
of enterprise operation, and impacted sustainability of the whole supply chain. Similarly,
Babich & Kouvelis (2018, pp. 1-18) conducted literature study on interface of finance,
operations, and risk management. Many research studies on marketing, international trading,
and corporation management showed the correlation between finance, management, and risk
management, which influenced product quality and enterprise performance. Correspondingly,
Zimmer, Frohling, Breun & Schultmann (2017, pp. 96-109) found that enterprises that realized
the importance of verification and tracking of enterprise operation and enterprise internal
management could prevent risk from enterprise performance. Likewise, Yang & Birge (2018,
pp. 3496-3970) studied financial investment risk sharing, specifically the guideline in expanding
loan limits for enterprises that were parts of supply chain. Most investment through expanding
loan limits relied on information from the prediction on future revenue, which was the result
from consumer’s demand assessment on the product, along with current financial status of
the enterprise, as well as risk management and financial reliability of the enterprise. Since
expanding loan limits required the investor to accept the risks together with the loanee, this
implied that financial risk and enterprise internal management influenced enterprise
performance.
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Recommendations

For future work, studies for main activity group and service provider industry group
should be conducted separately. Furthermore, risks regarding changes from internal
combustion engine to electric engine should be studied, to find the relationship between cost

of technology change and enterprise performance.
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