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## 4085551629: MAJOR ECONOMICS

REY WORD AGENCY PROBLEM / BOARD OF DIRECTORS / CORPORATE GOVERNANCE
KANCHANA TANGPHAKORN : THE EFFECTIVENESS OF BOARD OF DIRECTORS ON THE
PERFORMANCE OF LISTED COMPANIES.THESIS ADVISOR : ASSIST.PROF.SOTHITORN
MALLIKAMAS,Ph.D.133 pp. ISBN 974-333-882-9

The study is first to analyze the structure and role of board of directors for listed companies.
Second, we investigate the impacts of the effectiveness of board of directors on the performance of listed
companies by using a sample of 325 listed companies in 1998. The investigation is performed by
estimating least-squares regressions model with cross section data. In our regression model, size,
composition and stock ownership of board of directors mainly determine the board’s effectiveness in its
monitoring function. Tobin’s Q is also used as a proxy of companies’ performance.

Regarding the structure of the board, board size is ranged from 5 to 25 directors, with the average
of 11 directors. Of the sample, only 11 % of the companies exceeded this requirement of minimum 2
independent outside directors. 41% of the companies has foreign directors and 60% of companies has
directors from founding family in the main board. Over 70% of the companies has stockholder directors
and the mean of directors’ stock ownership is between 15-16%. Moreover, 92% of the companies has
directors who are concurrently the directors in other listed companies.

We find that the directors from founding family and directors’ stock ownership of the level that
more than or equivalent to 5 % have negative impact on performance. While directors’ stock ownership at
level more than or equal to 15% and 50% have positive impact on performance. However, board size,
percentage of independent outside directors, extra independent board, existence of foreign directors,
directors with other appointment have no any significance on the performance. In addition, we find that
return on asset for two years prior and firm size show positive impact on performance. However, return on

asset for current year and prior year, investment opportunities and number of business segment have no any
significance on the performance.

As the result, improvement in role of independent outside director, minor shareholder and other
stakeholders may improve corporate governance in Thailand. In addition, ownership participation of
board of directors should be encouraged.
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AN5199 5.1 LAALIANTTUSTNINAIRINLUUINRBS

Intercept 1.131258***
(3.002675)
LBOARD -0.162288
(-1.501015)
POD -0.502172
(-0.847899)
DOUT 0.004645
{0.056319)
DFD -0.034317
(-0.765609)
PLO -0.107214
(-1.257733)
DBFF -0.096812**
(-2.306532)
DPDSO5 -0.168017***
(-3.725754)
DPDS015 0.098341**
(2.432496)
DPDS050 0.261728*
(1.683758)
ROAT -0.000021
(-0.012993)
ROAT1 -0.000507
(-0.462114)
ROAT2 0.010501*
(1.658851)
LTCAP 0.050236*

(1.820444)
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-0.884101
(-1.506823)
NSEGA -4.916069
(-0.256400)
Sample Size 325

R? 0.175563
Adjusted R® 0.135149
F-statistic 4.344145

wunEme) :

fiaiaalunadL Aa AN T-statistic

*x 61 T-statistic d.92AUANNETANIM 99 %

@4 T-statistic 04.5¥AUAMNITITU 95 %

*

AN T-statistic (4.32AUAMNEAN 90 %

<l ' aa & s P
A15149N 5.2 uﬂﬂﬁﬂ"'ﬂ'\\‘lﬂﬂﬁLU'ﬂQﬁuﬂ@Qﬁquﬂﬁi‘uﬁ']ﬁﬂﬂ 5.1

Q LBOARD | POD DOUT | DFD | DBFF | PLO |DPDSO5

Lﬁzgﬂk 0.8944 1.0477 | 0.2016 | 0.1242 |0.4286]0.6522| 0.3845 | 0.6087
STD.| 0.4011 0.1346 | 0.0801 | 0.3304 |0.4956|0.4770| 0.2487 | 0.4888
DPDSO15| DPDSO50| ROAT | ROAT1 |ROAT2|LTCAP|CSALEA| NSEGA

Lﬂ’glil 0.3758 0.0714 | 2.0672 |-11.5028|4.4573|3.4525| 0.0268 | 0.0013
STD.| 0.4851 0.2579 |13.5778| 21.6029 | 6.6678(0.5689( 0.0385 | 0.0017
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