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The objectives of this research were to assess the impact of the business 

sector, firm assets, and firm age on corporate governance and to identify the 

determinants of corporate governance in the overall stock market and business sector.  

The ultimate objective was to propose policy implications and recommendations in 

order to enhance corporate governance performance based on empirical evidence 

from Thai publicly listed companies. The research applies the corporate governance 

rating 2009 evaluation by the Institute of Directors (IOD) in accordance with OECD 

principles. This research study is derived from agency theory, stakeholder theory, 

policy implementation theory, resource dependence theory, and acknowledgement in 

director ethics. 

The results of the research show that the 290 listed companies which have 

large assets have better corporate governance performance than companies with small 

assets. Moreover, the research shows that different business sectors have exhibit 

significant differences in corporate governance performance. Interestingly, the 

findings show that the age of the company does not have a significant impact on 

corporate governance performance.  

At the overall market level, there were six determinants which had a 

significant positive impact on corporate governance performance: (1) benefit 

expectations from corporate governance, (2) attitude toward corporate governance 

achievement, (3) director ethics, (4) resource allocation, (5) influence of institutional 

investors, and (6) influence of board independence. Interestingly, the resource sector
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 also demonstrated the best performance in corporate governance in the overall stock 

market compared to other business sectors based on the business sector dummy study, 

and the worst in corporate governance was Market Alternative Investment (MAI). At 

the business sector level, the determinants differed according to the nature of the 

industry. Interestingly, attitude toward corporate governance achievement and the 

influence of institutional investors were the most acceptable determinants of corporate 

governance among the business sectors. This reflects the reality that corporate 

governance quality will shift effectively as a whole stock market if the SET and the 

Thai IOD promotes good attitude towards corporate governance and companies shape 

employees’ good attitudes toward corporate governance inside and also the extent of 

investor impact before and during investment in Thai listed companies. 

The research suggests several policy implications and recommendations: (1) 

all listed companies should have independent directors comprising more than one-

third of the board size. Regarding higher ratio of independent directors and better 

corporate governance performance, (2) listed companies must realize the importance 

of director ethics, regarding higher degree of director ethics and better corporate 

governance performance, furthermore board chairman should come from outside or 

from independent directors (3) SET/SEC should encourage listed companies to 

establish stand-alone departments for corporate governance, including resource 

allocation in manpower, budget, and facilities, and its performance should be 

corporate key. Department heads should report to the board of directors and the 

company president; (4) written corporate governance policy and written codes of 

conduct must be shown and accounted as initial requirements for both existing and 

newly-listed companies; (5) listed companies should follow corporate governance 

guidance given by the SET and the Thai IOD regarding evaluation criteria. These 

companies should improve their corporate governance rating for the next assessment 

and should be assessed internally before the external assessment by the IOD. The 

results of the internal assessment should be reported directly to the board; (6) the SET 

and the Thai IOD should place top agenda on support and help for the MAI at in order 

to shift corporate governance level at overall market level; (7) there should be a test 
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for new recruits regarding ethical values, and also regarding the continuation of 

corporate governance values.  

The research suggests that there should be further study on the impact of 

corporate governance on business performance. Also, there should be a study of level 

of corporate governance and actual behavior.  
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CHAPTER 1  
 

 

INTRODUCTION 

1.1 Overview   

The following are examples of corporate governance issues in recent years: 

the Asian Financial Crisis in 1997, the case of the collapse of Bangkok Commercial 

Bank Co., LTD in Thailand, and the two largest bankruptcies in U.S. history, Enron in 

December 2001 and WorldCom in July 2002; furthermore, the case of the General 

Public Utilities in 1979, Union Carbide in 1984, Exxon in 1989, BP’s Texas City 

Refinery in 2005, and the revoking of 65 petrochemical projects by the Supreme 

Court in Thailand in 2009. All of these were caused by poor governance at the 

corporate level and serve to highlight the importance of corporate governance (CG), 

not only for domestic but also international organizations (Duangmon 

Chuengsatriansup, 2009: 1-4). 

An interesting case as the greatest exponent of earning manipulation ever was 

Enron. A company which began life in the gas pipeline business morphed during the 

financially-driven new economy of the 1990s in the US into a virtual trading 

company. Enron sustained its meteoric rise through its ability to attract low cost 

financing and investment, and for this Enron needed a high credit rating. In order to 

achieve this credit rating and sustain the ever rising share price that has given Enron 

an iconic status in the marketplace and enriching its executives beyond their dream, 

Enron began developing off balance sheet entitles to conceal debt and to inflate 

earnings. All of this financial deceit unraveled when an SEC inquiry began in October 

2001, shortly followed by revelations of the huge related party transaction of the CFO 

and the announcement of a series of major earnings restatements, with the largest 

bankruptcy ever experienced in America occurring almost immediately after.  

WorldCom rapidly became in the late 1990s one of the largest telecom 

companies in the US, a growth fuelled by massive acquisition made possible by 
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maintaining a constantly rising share price. In November 1997, WorldCom and MCI 

Communications announced their $37 billion merger, the largest in US history. 

Utilizing stocks to pay for acquisitions required consistently good financial results. 

WorldCom achieved this by exaggerating internet traffic, capitalizing operating 

expenses, claiming costs could be spread over several years, and inflating earnings. 

However, WorldCom reached the limit of its ambitions when a $129 billion merger 

was announced with Sprint Corporation to create the largest communications 

company in the US, which was opposed by the both the US department of Justice and 

the European Union on the grounds of monopoly. Meanwhile, WorldCom allowed 

lavish compensation, far beyond any rational calculation of value added by senior 

executives and leading executives were permitted to ransack the finances of the 

company with loans and grants amounting to hundreds of millions dollars. In June 

2002, the internal audit department uncovered $3.8 billion of fraud and SEC began an 

investigation, with WorldCom filing for bankruptcy in July 2002. By end of 2002 

WorldCom needed to restate $9 billion of reporting errors, including false reporting of 

expenses. WorldCom was in the words of one official investigator, the largest 

accounting fraud in history. 

 The response of the US Congress to what appeared at the time as the opening 

of a major fault line in corporate governance and the undermining of US equity 

markets was to rush through the passage of the Sarbanes-Oxley Act. This legislation 

attempted to place a new regime of internal controls on US Corporations but 

reverberated in business regulation around the world. Congressman Michael G. 

Oxley, chair of the Financial Services Committee and author, with senator Paul 

Sarbanes, of the Sarbanes-Oxley Act, described its necessity. The sense of urgency 

was critical already in the Congressional Committee with the Enron collapse, when 

suddenly another corporate crisis occurred, and WorldCom took all the oxygen out of 

the room because it was so huge—four or five times larger in bankruptcy terms than 

Enron. It really did change the debate, particularly in the Senate meetings. Sarbanes-

Oxley was welcomed by the wider public as a restraint on corporate executive 

engagement in staggering financial misdemeanors without detection. But parts of the 
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act were regarded as unduly restrictive in many US business circles and overseas 

companies listed in the US found them caught up in the rules-based approach. 

Despite the international effort to reform and improve corporate governance, 

and the considerable effort focused on achieving higher standards by companies and 

better monitoring by regulators, the reality is that the recurrent crises kept on 

occurring in corporate governance. This suggests that there is a long way to go yet on 

the path to reform, certainly in the US and in many other countries. 

For example, the International Monetary Fund has demanded that governance 

improvements be included in its debt relief program. In 1999, the Organization of 

Economic Cooperation and Development (OECD) issued its influential OECD 

Principles of Corporate Governance, intended to assist member and non-member 

countries in their efforts to evaluate and improve the legal, institutional, and 

regulatory framework for better corporate governance (Iskander, 2000: 12-15).  

In 2002, the California Public Employees’ Retirement Pension System 

(CalPERS) released news that they were not interested in investing in equity in the 

stock exchange of Thailand because they were doubtful about the Thai legal, 

institutional, and regulatory framework for corporate governance. 

The Organization for Economic Cooperation and Development (OECD, 1999) 

and the World Bank set a standard principles and recommendations on corporate 

governance.  Included are five principles on corporate governance practices:  

1  the Right of Shareholders, 

2  the Equitable Treatment of Shareholders,  

3  the Role of Stakeholders in Corporate Governance,  

4  the Disclosure and Transparency and  

5  the Responsibilities of the Board. 

1.2 Significance of the Study 

Cadbury, 2002: 199 points out there are two main sets of forces which will 

continue to bring about change in the field of corporate governance worldwide. They 

are first market forces, primarily driven by investors and providers of corporate funds, 

but also by the ever-rising expectations of society. Then there are regulatory forces of 
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one kind or another pursued by national and international authorities. It is these whose 

impact is easiest to discern, because their form is precise and they are the product of a 

predictable procedure.  

In 2002, the Security and Equity Commission (SEC) of Thailand proposed 15 

guidelines for best practices of corporate governance of publicly-listed companies. In 

the same year, TRIS conducted a survey on these companies concerning “how well 

they can adopt best practices from 15 guidelines” and classified the level of 

companies according to good corporate governance.  

There should be factors or determinants to enhance corporate governance in 

Thailand. As was highlighted in the Global Investor Opinion Survey (MCKinsey and 

Company, 2002), corporate governance performance is a significant investment 

criterion—investors have higher confidence in companies with good corporate 

governance (Clarke, 2007) and they will increase financing to these companies. Due 

to low risk from the investors’ perspective, the investors are keen to let these 

companies raise funds readily with a low capital cost. Apparently, with this offering, 

it leads to a more competitive advantage compared with companies which have poor 

corporate governance quality. 

Up to now, there have been few researches on the determinants of corporate 

governance in Thailand. The present researcher has a strong willingness to study the 

determinants and will give recommendations to publicly-listed companies, as better 

corporate governance quality will encourage Thai companies to be able to compete 

with international companies in an era of globalized competition. 

1.3 Objectives of the Study 

1 To review the theories/concepts and determinants of corporate governance. 

2 To assess the impact of the business sectors and firm assets and firm age on 

corporate governance rating 2009. 

3 To identify the determinants of corporate governance in the overall stock 

market, in business sectors, and in market alternative investment (MAI). 

4 To propose policy implications and recommendations based on empirical 

evidence. 
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1.4 Research Questions 

The research paper aims to answer the following questions: 

1 What is the impact of the business sectors, total firm assets, and firm ages 

on corporate governance rating 2009? 

2 What are the determinants of corporate governance at the overall stock 

market level and in the business sectors and the MAI in Thailand? 

3 What are the recommendations and policy implication actions based on 

empirical evidence, so as to shift corporate governance ratings? 

1.5 Scope of the Study 

This study focuses on the determinants of corporate governance for publicly-

listed companies in Thailand. In the study, a quantitative approach is employed. The 

studied population is comprised of 290 publicly-listed firms, whose corporate 

governance rating in 2009 was evaluated by the National Corporate Committee under 

the support of the Security and Equity Commission (SEC) Thailand and the Thai 

Institute of Directors (IOD). 

The listed corporations include all nine business sectors: finance, agriculture 

& food, property development & construction, consumer, service, technology, 

resource, industry, and MAI. 

1.6 Research Study Limitations 

The first limitation of the present study is that there are only 290 companies 

representing the survey population, whereas the entire stock market is comprised of 

443 companies. This small number may not reflect the reality of corporate governance 

for the overall market or represent the reality of the determinants of corporate 

governance in each business sector. 

Furthermore, the corporate governance rating is from a study by the IOD, SEC 

and SET. This corporate governance rating was surveyed from a checklist against 

information disclosure such as websites, annual reports, or annual general meetings. 



6 

 

 

 

Nevertheless, actual performance in corporate governance it may not guarantee. As a 

result, the researcher considers it a limitation. 

1.7 Summary 

With the necessity of corporate governance in an era of globalization and 

liberalization, the study of the determinants of corporate governance in Thailand is 

imperative, particularly for obtaining a window into public investment in publicly-

listed companies on the Stock Exchange of Thailand (SET). Publicly-listed companies 

must have a corporate governance level which reaches acceptable international 

standards, such as the OECD corporate governance principle, and at least not 

comparatively lose its competitive edge with neighbors. This research study also 

points out cases of leading corporate governance countries, such as the US, the UK, 

Japan, Singapore, Australia, and New Zealand in corporate governance 

implementation related to publicly-listed companies through the SEC.  

In order to sustain the growth of publicly listed companies in Thailand, 

corporate governance quality enhancement is a must to make it happen as soon as 

possible, and for this we have to understand its determinants and take action swiftly. 

 



 

CHAPTER 2  
 

CONCEPTUAL FRAMEWORK 

2.1 The Concepts of Corporate Governance 

According to Clarke 2007: 1, the etymology of the words Corporate 

Governance is derived from ancient Greek and Latin (though there are similar words 

in most languages). The word corporate derives from the Latin word corpus, meaning 

body, and comes from the Latin verb corporate to form into one body; hence a 

corporation represents a body of people that is a group of people authorized to act as 

an individual. The word governance is from the Latinised Greek gubernatio meaning 

management or government, and this comes from the ancient Greek kybernao to steer, 

to drive, to guide, to act as a pilot. This etymological origin of the concept of 

corporate governance captures the creative meaning of the collective endeavor that 

defies the contemporary inclination to place a passive and regulatory emphasis on the 

phrase. Adrian Cadbury states, in conveying the original meaning of this contested 

concept, the following: 

Governance is a word with a pedigree that dates back to Chaucer and 

in his day the word carried with it the connotation wise and 

responsible, which is appropriate. It means either the action of 

governing or the method of governing and it is in the latter sense it is 

used with reference to companies…A quotation which is worth 

keeping in mind in this context is: ‘He that governs sits quietly at the 

stern and scarce is seen to stir’ (Cadbury, 2002: 1). 

The most direct and useful definition of corporate governance is that 

employed in the UK Report of the Committee on the Financial Aspects of Corporate 

governance is the system by which companies are directed and controlled’ 
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(Cadbury 1992: 15), which has also the benefit of being the shortest definition. The 

OECD, in its 1999 Principles of Corporate Governance, elaborated the definition by 

referring to corporate governance structures and objectives as follows: 

Corporate governance is the system by which business corporations are 

directed and controlled. The corporate governance structure specifies 

the distribution of rights and responsibilities among different 

participants in the corporation, such as the board, managers, 

shareholders and other stakeholders, and spells out the rules and 

procedures for making decisions on corporate affairs. By doing this, it 

also provides the structure through which the company objectives are 

set, and the means of attaining those objectives and monitoring 

performance. 

With the revised Principles published in 2004, the OECD developed the 

definition to include the relationships, context, and benefits of good governance: 

Corporate governance involves a set of relationships between a 

company’s management, its board, its shareholders and other 

stakeholders. The presence of an effective corporate governance 

system, within an individual company and across and economy as a 

whole, helps to provide a degree of confidence that is necessary for the 

proper functioning of a market economy. As a result, the cost of capital 

is lower and firms are encouraged to use resources more efficiently, 

thereby underpinning growth (OECD, 2004: 11). 

However, corporate governance has wider implications and is critical to 

economic and social well being, firstly in providing the incentives and performance 

measures to achieve business success, and secondly in providing the incentives and 

performance measures to achieve business success, and secondly in providing the 

accountability and transparency to ensure the equitable distribution of the resulting 
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wealth. The significance of corporate governance for the stability and equity of 

society is captured in the broader definition of the concept offered by Cadbury (2000): 

Corporate governance is concerned with holding the balance between 

economic and social goals. The governance framework is there to 

encourage the efficient use of resources and equally to require 

accountability for the stewardship of those resources. The aim is to 

align as nearly as possible the interests of individuals, corporations and 

society.  

2.2 Framework of OECD Corporate Governance Principles 

According to Clark, 2007: 242, the OECD is the international agency charged 

with promotion policies for economic growth and development among the advanced 

industrial market economies that form its membership, and also assumes 

responsibility for encouraging nonmember countries in a similar market-oriented 

direction. The OECD has been at the forefront of policy analysis and promotion of the 

expansion of world trade, foreign direct investment, global capital markets, and the 

globalization of economies. The OECD has led the way in forging an international 

acceptance of international corporate governance principles, and has been supported 

in this work by the World Bank, the Asian Development Bank, the UN and other 

international agencies who have promoted a series of regional forums of government, 

regulators, corporate executives, and professionals to develop and disseminate best 

practice. These forums are also committed to institutional building and company 

director development. The work of the OECD on corporate governance was a natural 

extension of its interest in the productivity of corporations and economies and in the 

efficiency and expansion of international markets. An early influential report, 

Corporate Governance: Improving Competitiveness and Access to Capital in Global 

Markets (Millstein et al., 1998: 33), was developed by the Business Sector Advisory 

Group, a distinguished group of international business representatives chaired by Ira 

Millstein of the New York law firm Weil, Gottschalk and Manges.  
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Whether the OECD was able to live up to these ideals of pluralism and 

adaptability in the development of subsequent policy recommendations on corporate 

governance, and whether market forces were as tolerant and understanding of 

flexibility and differences in approaches to corporate governance, are questions worth 

exploring. The advisory group establishes three conditions as essential to governance 

flexibility and adaptability: 

1 Permissive regulation, which allows for a range of ownership and 

contracting structures at the company level; 

2 Availability of alternative options for corporate governance arrangements; 

and; 

3 Positive public attitudes towards diversity and innovation in the area of 

corporate governance (Millstein et al., 1998: 34). 

If these conditions are satisfied then different regions, countries, and 

corporations would, in principle, be able to select the type of governance 

arrangements appropriate to its needs in an informed market for governance 

arrangements. The advisory group suggests that this flexibility might cover ownership 

structure, legal status, board structure, ownership transactions, and contracts with 

resource providers. As long as full disclosure takes place, and the existing rights are 

recognized with respect to all corporate governance adjustments, then diversity is 

acceptable: 

For an economy to maintain a competitive business sector, it is 

necessary to foster a positive perception of flexibility in corporate 

governance arrangements by highlighting the pivotal role flexibility 

plays in supporting entrepreneurship, growth and competitiveness 

across all sectors of society (Millstein et al., 1998:  37).  

2.2.1 OECD Corporate Governance Principles (1999) 

Clarke, 2007, points out that the OECD principles have become the most 

influential internationally and define corporate governance as involving a set of 

relationships between a company’s management, its board, its shareholders and other 
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stakeholders and it also provides the structure through which the objectives of the 

company are set, and the means of attaining those objectives and monitoring 

performance are determiner. The experience of the Asian crisis, which revealed a 

systemic failure in corporate governance, was a spur to the publication by the OECD 

Principles of Corporate Governance in 1999. 

The OECD Principles of Corporate Governance were agreed in 1999 

and are intended to assist member and non-member government in 

their efforts to evaluate and improve the legal, institutional and 

regulatory framework for corporate governance in their countries, and 

to provide guidance and suggestions for stock exchanges, investors, 

corporations and other parties that have a role in the process of 

developing good corporate governance (OECD, 2004: 7). 

This framework of principles was endorsed by the World Bank, the 

International Monetary Fund, and the Asian Development Bank. If the UK 1992 

Cadbury Report provided the inspiration for many other countries around the world to 

establish a corporate governance code, the OECD principles provided the stimulus to 

revise and apply more rigorously the principles of corporate governance that were 

becoming part of the international business and regulatory culture. The principles 

were the most influential global corporate governance guidelines and were designed 

to be acceptable within any framework of corporate governance found within any 

OECD member nation. However, the OECD argued that the principles were not 

designed to be a panacea for all corporate ills and needed to be seen as a fundamental 

starting point from which to build. The reasons why many countries were focusing on 

reforming corporate governance were highlighted by the OECD (1999: 2): 

Corporate governance is only part of the larger economic contest in 

which firms operate, which includes, for example, macroeconomic 

policies, and the degree of competition in product and factor markets. 

If countries are to reap the full benefits of the global capital market, 
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and if they are to attract long term ‘patient’ capital corporate 

governance arrangements must be credible and well-understood across 

borders. It may reduce the cost of capital, and ultimately induce more 

stable sources of financing. 

Having indicated the advantages of moving from a relationship-based to a 

rules-based model of corporate governance, the OECD indicated the common 

elements that a corporate governance framework should possess, and highlighted five 

broad areas of corporate governance which are essential to any sound model of 

governance. The five principles are directed at the rights of holders, the role of 

stakeholders in corporate governance, disclosure and transparency, and the 

responsibilities of the board. 

This framework of corporate governance principles was intended to have 

universal appeal, but there was a sub-text that indicated that they were essentially 

derived from the fundamentals of the market-based system, and were particularly 

aimed at the exponents of the insider systems with relationship-based approaches, 

especially in the developing economies where corporate governance failure was 

assumed to be more likely. (In the event the next cycle of spectacular corporate 

governance failure occurred a lot closer to home than anticipated.) However, the 

portrayal of the four essential ethical and practical elements underlying the OECD 

principles is more universal in its appeal: 

1 Fairness: equitable treatment and protection against misappropriation of 

assets 

2 Transparency:  timely and accurate disclosure on all material matters— 

finances, performance, and ownership. 

3 Accountability: effective monitoring of management by the board, and 

accountability of the board to the company and shareholders  

4 Responsibility: to abide by national laws and regulations, and to act 

ethically towards stakeholders 

There is considerable evidence that the OECD principles were having a 

significant impact, at least in terms of national regulators’ acceptance and business 
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leaders’ approval across the industrial world, and in many developing economies. 

However, in terms of the practical implementation of the principles, this was a 

different story. In a survey by the World Bank (2002) on corporate governance 

assessments across five continents, the following were the key findings: 

1 None of the countries assessed complied with the OECD principles in all 

respects, yet all countries were engaged in corporate governance reforms to bring 

their legal and regulatory frameworks into compliance with the OECD principles. 

2 Generally, there was a discrepancy between the letter of the law and actual 

practices. The enforcement of shareholder rights and equitable treatment of 

shareholders needed strengthening. Business transactions have traditionally taken 

place on the basis of relationships and trust. Corporate governance reform is a way to 

extend this trust to all market participants via enforcement of shareholder rights.  

3 The OECD principles assumed that countries have an efficient legal and 

regulatory framework in place and that securities regulators have the means and 

capabilities to enforce the rules and regulations of their capital markets, but this is 

often not the case. Typically courts are under-financed, unmotivated, unclear as to 

how the law applies, unfamiliar with the economic issues, or even corrupt. Securities 

regulators have little direct power to enforce penalties.  

4 A menu of choice approach to corporate governance standards provides 

insight for issuers and investors to choose the markets and companies that are most 

appropriate to their specific risk profile.  

The OECD’s ambitious approach underestimated the difficulties of attempting 

to implement general guidelines across countries at different stages of economic and 

legal development. The legal and ethical basis of the OECD principles is based on 

Western legal and ethical concepts, and focuses on the governance issues arising out 

of the separation of ownership and control. As Iu and Batten (2001) illustrate, this 

approach presents serious issues in developing regions such as Asia, where the 

separation of ownership and control substantially has not yet occurred. 

Economic liberalization has provided the illusion of a world in which 

past barriers have been removed and also a world in which nations are 
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becoming more similar. The conduct of commerce between nations on 

homogenous terms and conditions does not translate into homogenous 

cultural constructs. National identities remain. Cultural differences also 

remain. Thus the ‘starting point’ becomes the major impediment to 

implementing the selected international standards (Iu and Batten 2001: 

51-52). 

Indeed, the OECD was alerted to this at the Asian Corporate Governance 

Roundtable: ‘indiscriminate mixing and matching concepts from different legal 

traditions, also risks producing legislation that is ineffective, ignored or distortion 

producing. Asia is littered with past mistakes of this kind” (Jordan 1999: 5). The 

OECD placed too much reliance on the introduction of a set of regulatory principles, 

when the accompanying cultural and behavioral changes present a much greater 

challenge (if they are accepted as worthy of achievement at all by people who have 

played little role in their construction).  

2.2.2 OECD Corporate Governance Principles (2004) 

The uneven application of the principles, and the slow process of moving from 

official sanction to actual implementation in many parts of the world, may have 

alerted the OECD to the fact that further efforts might be required if it was to achieve 

the universal acceptance of the guidelines it desired. However, the unforeseen and 

unprecedented series of corporate failures beginning with Enron and WorldCom in 

the United States, which for a time at least seemed highly contagious, and the 

dramatic intervention of the US Congress with the rapid passage of the Sarbanes-

Oxley Act, caused the OECD to engage in a sudden re-evaluation of its strategy 

(Clarke, 2007: 246):  

Although bankruptcies are to some extent a cyclical phenomenon, and 

especially so following an asset price bubble, systemic weaknesses 

have also been evident, this was particularly true with respect to 

financial disclosure and audit integrity but at a deeper level such 
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weaknesses do raise questions about whether boards have been able to 

exercise independent judgment with respect to the oversight of 

management  (OECD, 2004: 4). 

 In a rare moment of critical reflection, the OECD dropped its normal 

diplomatic reserve and confronted the extensive catalogue of corporate failure due to 

governance disasters since the 1980s, and put this into the context of the reasons for 

wider business failure. Though the recent events clearly had caused the OECD to 

examine governance failures more critically, it tended to respond to the crisis by 

urging more strongly the recommendations it had already developed, rather than 

engaging in any deeper questioning of the fundamental instability of the market based 

system it was essentially wedded to. While calling for greater efforts from national 

governments and others in meeting the challenge of evident weaknesses in corporate 

governance, the solution offered appears to be the more robust implementation of the 

OECD principles, combined with a greater adjustment to international capital market 

requirements: Since the Principles were agreed, activity in this area by member 

countries has surged. The integrity of corporations, financial institutions and markets 

is essential to maintain confidence and economic activity, and to protect the interests 

of stakeholders (OECD, 2004: 7). 

The OECD has criticized the limited response to its past recommendations, 

and referred to forces which are driving governments to reconsider governance 

arrangements, many of which were not long ago regarded as either excellent or at 

least as not presenting serious policy problems. The OECD has identified three key 

forces (all market based) impacting corporate governance: 

1 The strong stock market correction exposed some systemic weaknesses 

with respect to audit and disclosure and threw into question assumptions about how 

boards were carrying out their duties. These weaknesses also contributed to financial 

market instability. 

2 Longer-run trends in both global and domestic financial markets were 

bringing corporate governance arrangements under pressure to adjust. 
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3 A growing body of research confirming that corporate governance and 

financial market arrangements were exerting an important influence on growth 

prospects, a key policy concern. 

However, this explanation refuses to acknowledge that it was the insistent 

pressure of financial markets upon companies to demonstrate sustained performance 

improvement that prompted executives to manipulate earnings, which when exposed 

led to a long series of corporate collapses in the US. That is, the market, instead of 

being the solution to the problem of corporate governance, was closer to being the 

cause of the problem (Clarke, 2007:247). 

Extensive consultations took place with both OECD member and non-member 

countries prior to the 2004 revision of the corporate governance principles, including 

25 meetings of 5 regional corporate governance roundtables through which the OECD 

promoted corporate governance reform in partnership with the World Bank.  

Reflecting the great heterogeneity in both OECD and non-OECD countries, the 

modified principles retained a nonbinding, principles-based approach, which 

recognized the need to adapt implementation to varying legal, economic, and cultural 

circumstances, and identified six key areas of corporate governance:  

1 Ensuring the basis of an effective corporate governance framework: The 

corporate governance framework should promote transparent and efficient markets, be 

consistent with the rule of law, and clearly articulate the division of responsibilities 

among different supervisory, regulatory, and enforcement authorities.  

2 The right of shareholders and key ownership function: The corporate 

governance framework should protect and facilitate the exercise of shareholders’ 

rights. 

3 The equitable treatment of shareholders: The corporate governance 

framework should ensure the equitable treatment of all shareholders, including 

minority and foreign shareholders. All shareholders should have the opportunity to 

obtain effective redress for violation of their rights. 

4 The role of stakeholders in corporate governance: The corporate 

governance framework should recognize the rights of stakeholders established by law 

or through mutual agreements and encourage active co-operation between 
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corporations and stakeholders in creating wealth, jobs, and the sustainability of 

financially sound enterprise. 

5 Disclosure and transparency: The corporate governance framework should 

ensure that timely and accurate disclosure is made on all material matters regarding 

the corporation, including the financial situation, performance, ownership, and 

governance of the company. 

6 The responsibilities of the board: The corporate governance framework 

should ensure the strategic guidance of the company, the effective monitoring of 

management by the board, and the board’s accountability to the company and the 

shareholders. 

The revision strengthened the 1999 principles in response to four areas of 

concern: 

1 Ensuring the basis for an effective corporate governance framework, 

including effective regulatory and enforcement mechanisms; 

2 Improving possibilities for the exercise of informed ownership by 

shareholders; 

3 Strengthening of board oversight of management; and  

4 Increasing attention to conflicts of interest through enhanced disclosure and 

transparency. 

The emphasis is now on ensuring that the wider regulatory framework actually 

works, without which the governance principles will have little effect.  The chair of 

the OECD steering group, Veronique Ingram of the Australian Treasury, maintained 

that the revised Principles emphasize  the importance of a regulatory framework in 

corporate governance that promotes efficient markets, facilitates effective 

enforcement and clearly defines the responsibilities between different supervisory, 

regulatory and enforcement authorities. They also emphasize the need to ensure 

transparent lines of management responsibility within companies so as to make 

boards and management truly accountable. 

The OECD continued to maintain a nonbinding, principles-based approach, 

recognizing at least formally the need to adapt the recommendations to a wide range 

of cultural, legal and economic circumstances in the 30 member OECD countries and 
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beyond. However, there was an attempt to provide more guidance on how the 

principles could be implemented and enforced by reference to evolving practice.  

With regard to investors, the aim was to lower the cost and increase the 

incentive to make informed use of ownership rights. Institutional investors were 

called on to disclose their corporate governance policies, how they decided on the use 

of their voting rights, and how they managed conflicts of interest that may 

compromise their voting. It was suggested that restrictions on consultations between 

shareholders about their voting intentions should be eased to reduce the cost of 

informed ownership. The rights of shareholders were strengthened in the revised 

principles: 

1 Shareholders should be able to remove board members and participate in 

the nomination and election processes. 

2 Shareholders should also be able to make their views known about the 

executive and board remuneration policy of the company, and any equity component 

should be subject to their approval. 

With regard to the board, its responsibilities have become more clearly 

specified to address corporate ethics, compliance with laws and standards, and 

oversight of internal control systems covering financial reporting, all of which the 

OECD suggests have at one time or another appeared weak: 

1 The duties and responsibilities of the board have been clarified as fiduciary 

in nature, which is particularly important where company groups are concerned. 

2 The principle covering board independence and objectivity had been 

extended to avoid conflicts of interest and to cover situations characterized by block 

and controlling shareholder. 

An effective corporate governance framework should promote transparent and 

efficient markets, the OECD argues, be consistent with the rule of law, and clearly 

articulate the division of responsibilities among different supervisory, regulatory, and 

enforcement authorities. With regard to the exercise of ownership, there was 

widespread agreement that corporate governance weaknesses in many OECD 

countries could be attributed to an important extent to a lack of effective ownership 

participation, which the OECD then sought to encourage. Finally, with reference to 
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dealing with conflicts, the OECD argued that one of the most striking lessons of 

recent years was that conflicts of interest were widespread and could be quite 

pernicious. 

In a number of cases controlling shareholders have pursued their 

interests at the expense of minority shareholders. Complex financial 

institutions and complex corporate structures around the world have 

also thrown into stark relief the question of conflicts of interest, which 

have been most apparent in some brokerage research and funds 

management (Jesover and Kirkpatrick,  2005: 128). 

 Conflicts of interest, which can and often do lead to actions to the detriment 

of shareholders, investors, and stakeholders, take many different forms, so they were 

dealt with in several chapters of the principles, which now advocate not only 

disclosure, but also statements by the parties involved as to how the conflict is being 

managed. The special conflicts between controlling shareholders and minority 

shareholders, which are particularly pronounced in a number of developing and 

emerging, market economies, have also been explicitly addressed. The provisions 

include the following: 

1 The principles covering disclosure have been strengthened, particularly 

with respect to conflicts of interest and related-party transactions; 

2 A new principle recognizes the role of various providers of corporate 

information, such as rating agencies and analysts, whose advice should not be 

compromised by conflicts of interest; 

3 The duties of the auditor have been strengthened, and include 

accountability to shareholders and a duty to the company to exercise due professional 

care in the conduct of the audit. Greater attention is paid to ensuring auditor 

independence, including steps to manage and minimize potential conflicts of interest; 

and 

4 Greater attention is paid to the protection of minority shareholder rights. 
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In conclusion the revised OECD principles highlight many pressing and 

unresolved problems of corporate governance, and offer much helpful policy 

guidance. However, an inherent weakness in the approach of the OECD is to attempt 

simultaneously, in the same policy document, to deal with the critical issues arising 

out of the post-Enron fallout in the Anglo-American region on the one hand, and to 

address the rather different set of fundamental governance issues facing the 

developing world on the other hand. The OECD corporate governance principles have 

had considerable influence on the advance of policy and practice of corporate 

governance in both the developed and the developing world; however, the impact may 

have been more beneficial if the different stages of economic and regulatory 

development across countries and regions might have been more explicitly 

recognized. 

2.3 Summary of OECD Corporate Governance Principles 

The framework for this study is the OECD Principles of Corporate 

Governance, endorsed by OECD ministers in 1999 and 2004. Since its introduction, 

the principles have found widespread use, wide use throughout financial markets, 

employed by investors, stakeholders, company managers, and policy makers to gauge 

governance practices. The OECD principles were not created to be prescriptive, 

dictating corporate governance practices irrespective of each nation’s unique culture, 

history, legal system, and level of economic development. Rather, the principles 

provide a framework guiding the development of corporate governance infrastructure 

and practices within an economy. The principles include both financial and non-

financial guidelines and expectations. While the OECD principles covering five 

categories were created for use by publicly-traded companies, private companies can 

use the principles to enhance their corporate governance practices. 
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2.3.1 Rights of Shareholders   

Shareholders’ rights should be protected by the corporate governance 

structure. In addition, the corporate governance structure should also make it easy for 

shareholders to exercise their rights. 

Basic shareholder rights include the right to:  

1 Secure methods of ownership registration. 

2 Convey or transfer shares. 

3 Obtain relevant and material information on the corporation on a timely and 

regular basis. 

4 Participate and vote in general shareholder meetings. 

5 Elect and remove members of the board.  

6 Share the profits of the corporation. 

Further, shareholders should have the right to participate in, and to be 

sufficiently informed on, major decisions concerning fundamental corporate changes 

(e.g., authorization of additional shares). Shareholders also have the right to 

participate and vote in general shareholder meetings and should be informed of the 

rules that govern shareholder meetings. 

2.3.2 Equitable Treatment of Shareholders 

All shareholders should be treated equitably and the corporate governance 

structure should be designed to ensure this. Foreign shareholders and owners of small 

stakes (minority shareholders) should also be treated equitably. All shareholders 

should have the opportunity to obtain effective redress for violations of their rights. 

Minority shareholders should be protected from abusive actions by, or in the 

interest of, controlling shareholders acting either directly or indirectly. Processes and 

procedures for general shareholder meetings should allow for equitable treatment of 

all shareholders. Company procedures should not make it unduly difficult or 

expensive to cast votes. 
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2.3.3 Role of Stakeholders 

The corporate governance framework should recognize the rights of 

stakeholders established by law or through mutual agreements and encourage active 

cooperation between corporations and stakeholders in creating wealth, jobs, and the 

sustainability of financially-sound enterprises. 

Where stakeholders participate in the corporate governance process, they 

should have access to relevant, sufficient, and reliable information on a timely and 

regular basis. Stakeholders, including individual employees and their representative 

bodies, should be able to communicate freely their concerns about illegal or unethical 

practices to the board and their rights should not be compromised for doing so.  

2.3.4 Disclosure and Transparency 

The corporate governance framework should ensure that timely and accurate 

disclosure is made on all material matters regarding the corporation, including the 

financial situation, performance, ownership, and governance of the company. 

Information should be prepared and disclosed in accordance with any 

corporate standards of accounting and financial and non-financial disclosure. 

Furthermore, independent, competent, and qualified auditors should conduct an 

annual audit. The annual audit should provide an external and objective assurance to 

the board and shareholders that the financial statements fairly represent the financial 

position and performance of the company in all material aspects. Channels of 

dissemination of information should also provide for equal, timely, and cost-efficient 

access to relevant information by users.  

2.3.5 Board Responsibilities 

The corporate governance framework should ensure the strategic guidance of 

the company, the effective monitoring of management by the board, and the board’s 

accountability to the company and the shareholders. 

Board members should act on a fully-informed basis, in good faith, with due 

diligence and care, and in the best interest of the company and the shareholders. The 
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board should also apply high ethical standards and take into account the interests of 

all stakeholders. 

The key functions of the board include:  

1 Reviewing and guiding corporate strategy. 

2 Monitoring the effectiveness of the company’s governance   practices. 

3 Selecting, compensating, monitoring and, when necessary, replacing key 

executives. 

4 Aligning executive and board remuneration with the long-term interests of 

the company and its shareholders.  

5 Ensuring a formal and transparent board nomination and election process. 

6 Monitoring and managing potential conflicts of interest in the company.  

7 Ensuring the integrity of corporate financial reporting systems.  

8 Overseeing the process of disclosure and communication.  

2.4 International Development of Corporate Governance Standards 

The OECD was joined in its efforts to raise the standard of corporate 

governance by the World Bank, the Asian Development Bank, the UN and other 

international agencies, in a collective drive to equip companies throughout the world 

with the governance structures and processes that might assist their growth and 

success, but also increase their growth and success and their chance of attracting 

capital investment from increasingly well-informed markets. This extensive series of 

international reports did offer the chance to make a more focused address to the 

specific governance problems of the different regions of the world. Among the 

influential publications of policy guidelines were the following (Clarke, 2007:251). 

1 Commonwealth Association for Corporate Governance (1999), Principles 

for Corporate Governance in the Commonwealth: The report contains guidelines 

intended to facilitate best business practice and behavior, whether to the private-sector 

or state-owned enterprises. These guidelines are neither mandatory nor prescriptive 

and were designed as evolutionary in concept. The guidelines are a “continuum,” 

remaining flexible and responsive to further developments of corporate governance in 

the global economy. 
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2 European Bank for Reconstruction and Development (1999), Corporate 

Governance: Foundation for Capital Flows: This special issue of the EBRD journal 

Law in Transition focuses on corporate governance and its role in managing capital 

flows, with specific reference to the damaged economies of Eastern Europe. As an 

international financial institution the EBRD needed to satisfy itself that organizations 

in receipt of bank financing were properly organized and their treatment of 

shareholders was transparent and complied with the legislation. 

3 World Bank (2000), Corporate Governance: A Framework for 

Implementation: This report develops a framework for corporate governance reform 

based largely on the operational experience of the World Bank Group and 

practitioners in the field. This framework was used to identify the major elements and 

processes of reform required in emerging market economies and the contribution that 

the World Bank Group, together with its partners, could make to the objective of 

promoting enterprise and accountability.  

4 APEC & Pacific Economic Co-operation Council (2001), Guidelines for 

Good Corporate Governance Practice: This report was written in the wake of the 1997 

East Asian Crisis. The crisis underscored the critical importance of structural reforms 

in the governance of the business enterprise. The guidelines provided a non-binding 

and voluntary framework for the implementation of global best practices, consistent 

with core OECD principles. The focus of these guidelines was on the role of the board 

of directors in ensuring sound corporate governance practices. 

5 United Nations Economic Commission for Africa (2002), Guidelines for 

Enhancing Good Economic and Corporate Governance in Africa: These guidelines 

were intended to provide a framework of policies, processes, instruments, codes, 

standards, indicators, best practices and enforcement mechanisms that could be 

adopted and/or adapted by African countries to demonstrate their commitment to 

good economic and corporate governance practices. 

6 Asian Development Bank (2003), Corporate Governance Principles for 

Business Enterprises: This report contains principles aimed at business. The 

objectives of the principles were: (a) to assist with enterprise design and to implement 

their own corporate governance guidelines by benchmarking their practices against 
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these principles, (b) to assist domestic and institutional investors, fund managers as 

well as the ABD, in their quest for excellence in corporate governance in investee 

enterprises, and (c) to help governments in designing corporate governance 

regulations. 

7 European Commission (2003), Modernisting Company Law and Enhancing 

Corporate Governance: This directive was aimed at a modern, dynamic, 

interconnected industrialized society. A flexible company law, and corporate 

governance framework, would enhance the real economy. The report outlined why the 

European regulatory framework for company law and corporate governance needed to 

be modernized. The main objective was to strengthen shareholder rights and to foster 

the efficiency and competitiveness of business. 

On the whole, all of these reports stay close to the OECD line of the 

importance of reforming corporate governance to be able to attract global capital at 

lower rates and create better companies as a result. The World Bank (2002) report 

though broke new ground in indicating why accountability and integrity in corporate 

governance has an important role to play in assisting the economic development of 

poor countries, where domestic investors need to be protected.  

While the recent economic and financial crises in East Asia and elsewhere had 

a multitude of underlying causes, weak corporate governance has consistently been 

seen as a major contributor that needs to be addressed to revive investor confidence 

and to decrease the impact and likelihood of future shocks. Good corporate 

governance is not only about its increasing importance to international investors but 

also about its protection of domestic investors. Unlike international investors that 

have sophisticated instruments to diversify their overall portfolio risk, domestic 

investors are often captive to local markets and risk losing their life’s savings when 

transparency is lacking and governance systems are defective. In an environment that 

does not protect minority shareholders’ rights, these investors can risk investing in 

corporations directly, thus limiting their ability and potential to participate in or 

contribute to their economy’s department. As a group, however, they represent a large 

pool of stable, long-term resources critical to the development process (World Bank, 

2000). 
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Official reports by international agencies were supplemented by many other 

corporate governance reports by private international organizations, which reflected 

some particular viewpoints, or attempted to bring together trends and development in 

particular regions or industries and suggested the direction for further development. 

Among the more influential of these reports and guidelines on corporate governance 

by international organizations were the following: 

1 Asian Corporate Governance Association (2000), Building Stronger Boards 

and companies in Asia: This report provides a snapshot of corporate governance 

policies and practices around Asia. The report finds that Asian corporate governance 

does not entirely follow either the Anglo-American model or German model. Local 

business practices are the main determinants of Asian corporate behavior. 

2 New York Stock Exchange (2003). Corporate Governance Rules: These 

rules apply to companies listed on the NYSE. These rules highlight the importance of 

independent directors. Listed companies must have a majority of independent 

directors, and a majority of them must sit on nominating, audit, and remuneration 

committees. Because many of the largest global companies are listed on the NYSE, 

regardless of where their company registration is, and their headquarters are based, 

inevitably the NYSE rules have an international, not simply national, influence.  

3 Business Roundtable (2005), Principles of Corporate Governance: This 

report by an influential group of US business leaders contains “principles that should 

help guide the ongoing advancement of corporate governance practices and advance 

the ability of public corporations to compete, create jobs and generate economic 

growth.” 

4 International Corporate Governance Network (2005), Statement on Global 

Corporate Governance Principles: The purpose of the ICGN is to provide a network 

for the exchange of views and information about corporate governance issues 

internationally for investment institutions, and for the development of corporate 

governance guidelines. This statement reflects and endorses the revision of the OECD 

principles in 2004, and suggests practical guidance on implementation from an 

investor’s perspective.  
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5 Institution Shareholder Services (2006), International Corporate 

Governance Policy Update: The IS produces policy updates for US and international 

markets for institutional investors, as an indication of the way they will vote in 

AGMs, and recommends others to vote. The 2006 updates include ISS positions on 

boards in Europe and South Africa, anti-takeover devices in Japan, and audit 

committees in South Korea. 

Such a wide panoply of advocacy carries more than the suggestion of a 

universal consensus regarding the necessary advance of international corporate 

governance standards. However, dissident voices do exist. The critique of the 

precedence given to market forces in the international corporate governance 

movement is widespread in Europe (Rhodes and Apeldoorn, 1998; Reberioux, 2000; 

Lane, 2003; Cernat, 2004). There is also an extensive literature suggesting that the 

present emphasis on corporate governance reform along international standards in the 

developing world may represent a misplaced order of priorities (Clarke and Rama, 

2006). Lanes offers the most strenuous objections, insisting that the standardization of 

corporate governance codes and practices be part of a new disciplinary landscape in 

the developing world imposed by powerful international agencies: 

 The disciplinary force of shareholder activism is strengthened 

institutionally by the G7 nexus, specifically the OECD, Standard and 

Poors, the World Bank and ADB. One step toward this goal is the act 

of universal standards, such as corporate governance, which in effect 

serves to recreate the existing power structures of the neo-liberal 

market-centric system. Corporate governance in its present form and 

content, represents specific material interests (Stiglitz, 2003: 406-409). 

In a more measured analysis, Stiglitz (2003), formerly the chief economist of 

the World Bank, emphasizes the importance of addressing the multi-dimensional 

nature of the problems of developing economies, including introducing integrated 

policies for finance, governance, technology, research and education, rather than 

focusing on one element, if progress is to be made, whilst avoiding the capital market 



28 

 

 

 

liberalization that can lead to instability in these vulnerable economies (and which is 

often associated with the need to attract international investment). Grindle (2004), 

considering the general governance demands made of developing countries, calls for a  

more nuanced understanding of the evolutions of institutions and 

government capabilities; being explicit about trade-offs and priorities 

in a world in which all good things cannot be pursued at once; learning 

about what’s working instead of focusing solely on governance gaps; 

and grounding action in the contextual realities of each country 

(Grindle, 2004: 525). 

However, rather than develop a more nuanced understanding of the different 

strengths and weaknesses of the various systems of corporate governance, and how 

the progress of reform could be carefully timed to match wider institutional and 

economic developments, and asking the questions about which systems work best in 

which contexts for what purposes, there has instead been a rush to recognize an 

emerging convergence in international corporate governance, with the implication that 

the most sensible thing to do is simply to adapt as quickly as possible entirely to this 

self-evident consensus. 

2.5 The Case of the Leading Corporate Governance Countries: Public 

Stock Market 

2.5.1 United States of America  

The regulation of corporate governance in the United States has occurred 

when a crisis has caused potential system, resulting in a raft of legislative 

interventions in the banking and securities industries (Figure 4.1). The 1929 great 

crash was a defining moment in US history; not only did the collapse cause 

widespread financial catastrophe, it undermined public belief in the integrity of 

financial and equity markets, and ushered in the long depression that scarred the 

optimism and endeavor of the American people. Following the Wall Street crash there 
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was a banking panic that led to the closing of the banks for an extended period just 

after Roosevelt took office in 1933. The Glass-Steagall Act (1993) and the Banking 

Act (1933) divided investment banking from commercial banking. Commercial banks 

were prohibited from collaboration with full-service brokerage firms or participating 

in investment banking activities. This was intended to protect bank depositors from 

the additional risks associated with security transactions. (The Act was dismantled in 

1999 by the Gramm-Leach-Billey Act and consequently the distinction between 

commercial banks and brokerage firms has blurred: many banks own brokerage firms 

and provide investment services.) 

The framework of securities legislation in the US consists of a series of related 

but separate statutes that are administered by the Securities and Exchange 

Commission. The Securities Act (1933) was concerned with the distribution of 

securities. It specifies the information companies must provide when issuing 

securities in the public markets. It requires prospectuses with a significant amount of 

affirmative disclosure, including financial, and other significant information to be 

provided for investors before public sale. The act prohibits deceit, misrepresentations, 

and other fraud in the sale of securities. 

The Securities Exchange Act (1934) created the Securities and Exchange 

Commission (SEC), empowered with broad authority over all aspects of the securities 

industry, including the power to register, regulate, and oversee brokerage firms, 

transfer agents, and clearing agencies, as well as securities self-regulatory 

organizations such as the NYSE and NASDAQ. This was concerned with publicly-

traded stocks after they were issued, and has been amended on numerous occasions. 

The main regulations concern the following: 

1 Publicly traded firms are required to file accounting returns periodically. 

Directors, officers, and holders of 10 percent or more of the shares are also required to 

provide information on a regular basis. 

2 Solicitation of proxies is controller. 

3 Regulation of tender offers was added in 1968. 

4 Oversight of the stock exchanges and over the counter markets. Self-

regulation is encouraged through self-regulatory organizations such as the New York 
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Stock Exchange, the National Association of Securities Dealers, registered clearing 

agencies, and the Municipal Securities Rulemaking Board. 

5 Prevention of market manipulation.  

6 Prevention of insider trading.  

7 Control of credit to purchase securities by the Federal Reserve System. 

8 Regulation of clearance and settlement processes. 

9 Regulation of markets in municipal securities. 

The third statute was the Public Utility Holding Company Act (1935), which 

was concerned with the regulation of electric and gas holding companies. The Trust 

Indenture Act (1933) applied to situations where dept was being issued, and applied to 

dept securities such as bonds, debentures, and notes that were offered for public sale. 

It required the filling of an indenture with the SEC, which provides information on the 

obligations of the trustee in the event of default. 

Customers of investment companies were perceived to be especially 

susceptible to unscrupulous behavior by the managers of these companies because of 

the liquid nature of their assets. The Investment Company Act (1940), which was 

subsequently amended both in 1970 and 1980, was designed to prevent some of these 

abuses. The act regulated the organization of companies, including mutual funds, that 

engage primarily in investing, reinvesting, and trading in publicly-offered securities. 

The Act was designed to minimize conflicts of interest that arose in these complex 

operations. It required companies to disclose their financial condition and investment 

policies to investors when stock was initially sold and on a regular basis. The focus of 

this Act was on disclosure to the investing public of information about the fund and 

its investment objectives, as well as on investment company structure and operations. 

Regulatory provisions were designed to ensure: 

1 Honest management; 

2 Participation in management by security holders; 

3 Adequate and feasible capital structures; 

4 Effective financial disclosure; 

5 Prevention of selling abuses; 
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6 Desirable incentives for managers through restrictions on forms of 

compensation. 

The Investment Advisers Act 1940 required all investment advisers to register 

with the SEC, including firms or sole practitioners involved in advising others about 

securities investment. Finally, the Securities Investor Protection Act (1970) was 

designed to protect investors in the event of a broker going bankrupt. All brokers and 

dealers registered with the SEC are required to be a member of the Securities Investor 

Protection Corporation, which provides protection up to pre-specified limits in the 

event of bankruptcy (Allen and Herring, 2001: 20 – 22). 

2.5.2 United Kingdom 

The UK, with the US, developed the Anglo-Saxon model of corporate 

governance to the fullest degree, and has been active in the export of the model to 

many countries for nearly two centuries, commencing when the UK was the 

workshop of the world in the nineteenth century, but continuing during the more 

pressing times for the UK economy in the period after World War II. The UK has the 

largest and most influential investment institutions relative to the size of its economy, 

and companies more dependent upon the equity market than any of the large 

industrial economies. Both UK financial institutions and equity markets are among 

the most internationalized in the world, with investors from the rest of the world 

holding a significant amount of total equity. As in the US, the corporate governance 

debate was originally sparked by the weak performance of domestic companies, the 

lack of accountability of executive management, and the fact that management 

compensation appeared unrelated to performance (OECD 1995a: 28). 

Compared to the US, the decline in the industrial fortunes of the UK occurred 

decades earlier, and public distress at the performance of UK companies and 

management and resulting unemployment was much greater. By the 1970s much of 

UK manufacturing industry was in sharp decline, and a vast wave of restructuring, 

takeovers and closures seemed to offer considerable pain with very little gain except 

for the investment banks, lawyers, accounting firms and management consultants who 

brokered the deals. The sustained lack of competitiveness of large parts of UK 
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industry relative to German manufacturers in higher value added goods, and to 

Japanese manufacturers in mass produced goods, was for many years a national 

scandal. Meanwhile the City of London was far more interested in investing capital 

overseas where returns were higher, and the investors in the London Stock Exchange 

seemed far more interested in squeezing dividends out of hard pressed companies than 

in industrial regeneration, product development, or employment.  

Extensive privatization and the forced march to a service economy seemed to 

offer less hope for the recovery of the economy than government and market 

proponents enthused. As in the United States, the 1980s deregulation of financial 

markets in the UK released a huge growth in the activity of international financial 

institutions centre in the City of London, though the benefit of this for the rest of the 

UK economy remained in some doubt. 

In 1991 there occurred a sequence of failures of companies, including 

Maxwell Communications Corporation (MMC), Bank of Credit and Commerce 

International (BCCI), and Polly Peck, all of which had recently received clear 

auditors’ reports. More general concerns included: the standards of the audit and 

accountancy professions (Cadbury, 1992); the lack of accountability, disclosure, and 

transparency of boards to shareholders (Monks and Minow, 1991); concerns over the 

adequacy of board structures and processes (Lorsch and Maclver, 1989); the quality 

of directorial competencies; the apparent lack of corporate social responsibility; the 

destabilizing impact of the growth of merger and acquisition activities  (Pound , 

1992): the short-term basis of corporate performance (Gregg, Machin and Szymanski, 

1993); the spate of business fraud; and the evident weakness of corporate self-

regulation. These problems were exacerbated by the development of more complex 

corporate structures and as a result modern company law was unable to keep pace 

with modern corporate reality (Hopt, 1984).  

2.5.3 Cadbury Reforms 

These concerns galvanized the London Stock Exchange, the accountancy 

profession, and the Financial Reporting Council into establishing a committee on the 

Financial Aspects of Corporate Governance. The committee was chaired by Sir 
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Adrian Cadbury, and formulated the Cadbury Code of Best Practice, which 

subsequently has inspired similar corporate governance codes in many countries of 

the world. They recommended that listed companies should incorporate formal 

statements into their reports and accounts outlining whether or not they complied with 

each of the code’s provisions. With respect to areas of noncompliance, the company 

had to provide an explanation of why they had not complied. The report 

recommended that the compliance statements made by the companies be reviewed by 

auditors prior to release of the annual report. 

This comply or explain provision was a brilliant innovation in corporate 

governance which was adopted internationally in other codes, as having set out a 

series of principles of good practice, and companies were given the opportunity if 

they felt it necessary to explain why their practice in a specific aspect of governance 

was different. Once disclosed to investors and the wider public, they could then 

decide whether this was a convincing enough reason for the company to differ. Thus 

there was the possibility for intelligent engagement by companies in applying the 

code, and the flexibility to be different if a convincing argument could be made, 

which allowed necessary room for some differences at least in the governance of 

companies (and perhaps for the development of new good practices). In fact most 

large companies quickly complied with almost all of provisions of the code, though 

occasionally the investment community did accept comply or explain exceptions. 

The central recommendations of Cadbury (1992) were: 

1 There should be a clearly-accepted division of responsibility at the head of 

the company, ensuring a balance of power and authority. 

2 Boards should include non-executive directors of sufficient caliber and 

numbers to carry significant weight in the board’s decisions. 

3 Boards should have a formal schedule of matters specifically reserved to it 

for decisions to ensure that the direction and control of the company were firmly in its 

hands. 

4 Non-executive directors should bring an independent judgment to bear on 

issues of strategy, performance, and resources, including key appointments and 

standards of conduct. 
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5 The majority of non-executive directors should be independent of 

management and free from any business of other relationships. 

6 Non-executive directors should be selected through a formal process and 

both this process and their appointment should be a matter for the board as a whole. 

7 Executive remuneration should be subject to the recommendations of a 

remuneration committee made up entirely of non-executive directors. 

8 An audit committee comprised of at least three non-executives should be 

established. 

9 The directors should report on the effectiveness of the system of internal 

financial control, showing the business as a going concern. 

10 The audit committee should meet the auditors at least once a year, without 

the executive directors, to ensure that there are no unresolved areas of concern. 

Following publication of the code the London Stock Exchange introduced a 

requirement into the listing rules requesting all companies to include a statement of 

compliance, or non-compliance and explanation, in their annual report and accounts. 

Institutional investors and investment banks urged those listed companies for which 

they provided sponsorship and advice to adopt the provisions. These principles now 

have become firmly established in corporate governance, not only in the UK but 

across the world, though at the time of publication adherence to this good practice, 

even in large corporations, was at best partial in many countries.  

Some skeptics might argue that you cannot legislate against malfeasance, but 

the Cadbury Committee made a more balanced conclusion: “No system of corporate 

governance can be totally proof against fraud and incompetence. The test is how far 

such aberrations can be discouraged and how quickly they can be brought to light. 

The risks can be reduced by making the participants in the governance process as 

effectively accountable as possible. The key safeguards are properly constituted 

boards, separation of the function of chair and of chief executive, audit committees, 

vigilant shareholders and financial reporting and auditing systems which provide 

timely disclosure. Although the great majority of companies are both competently and 

well run and audited under the present system of corporate governance, it is widely 

accepted that standards within the corporate sector have to be raised. The way forward 
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is through clear definitions of responsibility and an acceptance by all involved that the 

highest standards of efficiency and integrity are expected of them. Expectations of 

corporate behaviour and continually rising and a corresponding response is looked for 

from the shareholders, directors and auditors. The machinery is in place. What is 

needed is the will to improve its effectiveness” (Cadbury, 1992: 53). 

The Code of Best Practice approach of Cadbury was not only taken up by 

subsequent UK reports. As the following Hampel Report stated, Cadbury “struck a 

chord in many overseas countries; it has provided a yardstick against which standards 

of corporate governance in other markets are being measured” (Bockli,1998: 195). 

Bockli (1998: 198), a leading Swiss company lawyer, has suggested that “it is hard to 

imagine today any discussion of corporate governance could bypass the Cadbury 

Report and the corresponding Code of Best Practice.” The Cadbury Code was 

characterized by Vinten (1998: 18) as the world over, in corporate governance reform. 

Moreover, the Cadbury initiative propelled the UK through a series of further 

corporate governance reforms in a relatively positive approach to the improvement of 

corporate governance, even if the original volition was provided by unprecedented 

corporate failures and the loss of investor confidence in the quality of financial 

reporting. 

2.5.4 Australia and New Zealand 

Australia’s and New Zealand’s approach to corporate governance follows the 

Anglo-Saxon model. They are shareholder economies in which private enterprise is 

about maximizing returns for investors. “Those who own equity dominate because the 

law has traditionally equated the interests of the company with those of shareholders. 

Australian corporate law traditionally falls for the most part within these parameters” 

(Ford, 2001: 130). Australia has a well-established stock market, and a greater 

number of listed companies per million people than either the US or the UK. 

However, according to Cheffins (2001), Australia has some distinctive features in its 

development of an outside model of corporate governance that distinguishes it from 

the US and UK. Whereas the majority of large companies in these countries are 

quoted on the stock exchange, in Australia only a minority of the top 500 companies 
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have shares traded on the stock exchange. Furthermore, ownership structure is more 

concentrated in Australia than in the US or UK, with only 11 out of the 20 largest 

publicly-quoted companies in 1999 classified as “widely-held” (that is, they did not 

have a shareholder that owned 10 percent or more of the equity). A similar pattern 

exists with smaller companies, and in 1996 approximately 45 percent of the 

companies that made up Australia’s ASZ All Ordinaries Index had a shareholder other 

than an institutional investor that owned 20 percent or more of the shares (Stapledon, 

1998) and therefore could not be claimed to be “widely-held.” Since neither large 

companies nor small companies could be claimed to be generally “widely-held,” it 

could be concluded that the separation of ownership and control had taken hold to 

only a limited degree in Australia. 

This view was put forward more strongly by Dignam and Galanis (1999), 

who, through an examination of share ownership patterns, institutional investor 

activism, private rent extraction, the market for corporate control and blocks to 

information flow, insisted that the corporate governance system of Australia’s listed 

market in fact has many of the characteristics associated with insider systems: 

1 significant blockholders engaged in private rent extraction; 

2 institutional investor powerlessness; 

3 a strong relationship between management and  blockholders, which results 

in a weak market for corporate control; 

4 a historic weakness in public and private securities regulation, which allows 

the creation and perpetuation of crucial blocs to information flow. 

Australia has some of the frontier tradition of the United States; however, the 

vibrancy of this continued much later into the twentieth century, and the effort to 

regulate this coordinated at the federal level has occurred only in recent decades. A 

raw form of wild capitalism originating in the resources industries squared up against 

a strong-willed workerism, and together drove the economic development of the 

country. Episodes of corporate scandal were recurrent in Australia’s business history, 

culminating in the excesses of the 1980s boom with colorful rogues exposed as 

crooks, as Sykes comments on the staggering scale of this corporate meltdown. 
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Ownership of the major brewing and media companies changed completely 

Australia’s three largest merchant banks (Tricontinental, Partnership Pacific and 

Elders Finance) had to be rescued by their parents. Two of Australia’s four state 

banks (State Bank of Victoria and State Bank of South Australia suffered devastating 

losses and were investigated by Royal Commissions.  

All the evidence suggests that Australian business has maintained an unusually 

high degree of blockholder control, much closer to the level experienced in insider 

governance systems. Even as late as 2003, Governance Metrics International 

conducted a wide-ranging corporate governance review of the largest 50 listed 

companies in Australia and was concerned by the large number of related party 

transactions, described as “astounding by US of UK standards.” 

The commitment to reform of corporate governance in Australia produced a 

nation securities regulator, the Australian Securities and Investment Commission 

(ASIC), and a single corporate statute, the Corporations Act 2001. The ASIC is 

empowered to regulate investments and securities, enforce business, and list rules of 

financial markets, including the Australian Stock Exchange, and to police the 

corporations act.  However, corporate regulation remains a complex constitutional 

compromise, as while securities regulation is by the ASIC, enforcement is the 

responsibility of the Commonwealth Director of Public Prosecutions and the 

commonwealth Attorney General. The banking industry is regulated by the ASIC, but 

the Reserve Bank of Australia, and the Commonwealth Department of Treasury, also 

have regulatory responsibility. The Australian Prudential Regulatory Authority also 

regulates the banking and financial services industry, including pension funds. The 

state-based stock exchanges merged into the Australian Stock Exchange in 1987, 

which demutualised in 1998. The ASIC therefore is best described not as the single 

regulatory authority, but as the lead regulator. There is some evidence that this 

continuing division of regulator powers has diminished the power of regulation, 

limited the pressure on company disclosure relative to other countries, and has left the 

under-resourced regulator, in the past at least, with a hands-off approach to much 

routine infringement of company law (Dignam and Galanis, 2004: 26).  
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2.5.5 Japan 

In 2000, the Japanese government began a two-year program to modernize 

company law, examining boards, and independent directors and auditors. Japanese 

corporations were coming under pressure from shareholders to end the secrecy 

regarding executive compensation, and at the 2000 AGM Sumitomo Bank became the 

first financial institution in Japan to reveal the compensation package of their 

executives. As a result of the government making it easier for investors to sue, there 

has been an increase in the number of lawsuits brought against executives.  

Though Japanese companies may be moving in the direction of the Anglo-

Saxon model, this movement is one of degree. The distinctive interrelated elements of 

the Japanese economic and social system, together with legal, regulatory financial 

market, and employment systems will continue to have a powerful effect (Yasui, 

1999: 20). However, supporters of the Japanese system, such as Dore (2000) and 

others, contend that the welfare capitalism of Japan has delivered much more for the 

Japanese people than stock market capitalism ever will. Some have argued that cross-

shareholding and the associated keiretsu system are relatively resilient, and that these 

might be associated with alternative governance mechanisms. This is a trust-based 

form of governance, where there is relational contracting, in which is generated a 

diffuse sense of obligation to individual trading partners (Learmount, 2002b: 235). As 

the return to economic growth of Japan has proceeded in recent years, the 

commitment to economic and structural reform has gathered pace, for example in the 

takeover defense guidelines which established principles of eliminating excessive 

defensive measures, protecting shareholders’ interests, disclosing to shareholders any 

defensive measures and seeking shareholders agreement, and ensuring the 

reasonableness of defensive measures by submitting them to scrutiny and limiting 

their duration. According to the Japanese External Trade Organization, JETRO, these 

changes have led to a surge in merger and acquisition activity in Japan, and could 

prepare the way for cross-border merger and takeover activity. What this amounts to 

is a significant change in the Japanese model. For example the influence of cross-

holdings by other Japanese firms is firmly balanced now by the holdings of overseas 

shareholders. Japan has already reached the level of momentum needed to sustain its 
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economic recovery efforts; for example, the movement to clean up Japan’s financial 

system is eliminating overcapacity and debt. In 1980s bubble was induced by changes 

in the capital market, globalization, and corporate scandal, resulting in the last decade 

of the 1990s. Now Japan faces an indeterminate world of further corporate 

governance reforms and shareholder value. The question is whether Japan can 

continue with its unrivalled manufacturing expertise and commitment to innovation 

and research and development in this new corporate governance institutional structure 

(Hosono, Tomiyama, and Miyagawa 2004: 144). 

What will this new corporate governance system be? Ahmadjian and Okumura 

(2006) suggest a two-tier system with the Japanese companies, with a high proportion 

of foreign ownership following an Anglo-American path, leaving most domestic 

oriented firms keeping to the old system. Perhaps before this happens the special 

capabilities of the Japanese system may reassert themselves in the international 

economy.  

2.6 The Impact of Corporate Governance on Business Performance 

In the past decade, empirical research has shown significant relationships 

between various corporate governance features and business performance (ROA, 

ROE or profitability (Bauer et al., 2008: 248). Until recently, however, the majority of 

researchers have focused on specific features of corporate governance, which makes it 

difficult to establish an overall relationship between corporate governance and 

business performance. According to Bohren and Odegaard (2003), relating corporate 

performance to a particular aspect of corporate governance may not capture the true 

relationship, unless that specific aspect is controlled for other aspects of governance. 

This argument has inspired several researchers to construct a single governance index, 

which is a scorecard that measures a firm's corporate governance over several 

dimensions. For example, governance indices have been constructed for Europe and 

the United Kingdom (Bauer et al., 2004: 99), Germany (Drobetz, 2004: 288), Russia 

(Black, 2001: 102), Korea (Black et al., 2006:401), the United States (Gompers et al., 

2003: 145), and several emerging markets (Klapper and Love, 2004: 723). These 

indices are used to determine the relationship between a firm's overall corporate 
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governance score and business performance. In most cases, these studies find positive 

and significant relationships. For Japan, many studies have focused on specific 

aspects of corporate governance and their relationships to corporate performance; 

however, no study has integrated the various aspects of corporate governance into a 

single index. 

Bauer et al. (2008) utilizes Governance Metrics International (GMI), which 

provides several indices for corporate governance. GMI uses approximately 500 

different corporate governance criteria to capture a broad range of internationally-

accepted governance characteristics. These characteristics are grouped into six 

governance categories/indices, which are then combined to produce a single overall 

index. Using the overall governance index, Bauer et al. (2008) finds that Japanese 

firms with a high rating significantly outperform Japanese firms with a low rating by 

up to 15.12% a year. These results are robust over different sample periods and for 

different portfolio constructions. 

Nevertheless, there are some specific studies in corporate governance 

elements, such as shareholder ownership, impact of institutional investors or CEO 

duality position. Earle et al. (2005) have studied six years of data on 168 Bulgarian 

publicly-listed firms and found that the largest block holder had significant positive 

impact on business performance. Nickell (1997) has studied thirteen years of 

published accounts of five hundred eighty-two of publicly listed companies in the US 

and found that firms with a dominant external shareholder from the financial sector 

had a higher productivity growth rate. Sarkar (2000) studied two years of data for 

1562 private foreign manufacturing firms in India and found that institutional 

investors did not take an active part in business performance. 

There are empirical studies that have revealed results in CEO duality. Rechner 

and Dalton (1991), for example, found a positive relationship between an absence of 

CEO duality and firm performance, and Boyd (1995) found that CEO duality actually 

helps firm performance. Others have found no significant difference between the 

firms with CEO duality and those without (Dalton et al., 1998). In fact, Dalton et al. 

(1998) suggested that separation of CEO and board chair positions will result in 

misdirected effort. Cadbury (1992) believes the role of the chairman should in 
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principle be separate from that of the chief executive; if the two roles are combined in 

one person, it represents a considerable concentration of power within the decision-

making process. 

In Thailand, there are a very few studies on the impact of corporate 

governance on business performance or corporate performance. Nevertheless, there 

are attempts to measure the value of share in order to measure corporate profitability 

on the assumption that good governance improves business profitability and 

eventually increases value of share in the market. Recent research by Kouwenberg 

(2006) reveals that listed firms that followed most of the 15 good governance 

principles introduced by SET 2002 had a higher stock market value in the period of 

2003-2005 compared to firms that did not implement these principles. Furthermore, 

he finds that the bottom 20% “good governance” companies in the period of 2003-

2005 were 19% per year better than the stock return of the bottom 20% companies.  

The Institute of Directors (IOD) of Thailand presented an analysis in its 

Annual Report of 2008. The analysis calculated the correlation between the corporate 

governance score awarded to the companies and their Tobin’s Q. Tobin’s Q is a well-

accepted method for measuring the performance of stock. Tobin’s Q is the ratio of the 

firm’s market value to the total value of assets. Tobin’s Q is a good measure based on 

accounting earning, such as return on equity (ROE) or return on assets (ROA). The 

higher the Tobin’s Q value, the better the firm business performance. The correlation 

is positive at 0.15. The IOD reports suggested that that there is benefit from good 

governance regarding business firm performance. 

2.7 Theoretical Foundation of the Corporate Governance 

2.7.1 Agency Theory  

Since Jensen and Meckling (1976) proposed a theory of the firm (Agency 

Theory) based upon conflicts of interest between various contracting parties—

shareholders, company managers and debt holders—a vast literature has been 

developed in explaining both aspects of these conflicts.  Jensen and Meckling (1976) 

further specified the existence of “agency costs” which arise owing to the conflicts 
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either between managers and shareholders (agency costs of equity) or between 

shareholders and debtholders (agency costs of debt).  Financial markets capture these 

agency costs as a value loss to shareholders. 

Jensen and Meckling (1976) defined the agency relationship as a contract 

under which one party (the principal) engages another party (the agent) to perform 

some service on their behalf.  As part of this arrangement, the principal will delegate 

some or all of the decision-making authority to the agent.





  The agency problems arise because of the impossibility of perfectly 

contracting for every possible action of an agent whose decisions affect both his own 

welfare and the welfare of the principal. 

The agency theory argues that an agency relationship exists when shareholders 

(principals) hire managers (agents) as the decision makers of the corporations. 

Agency problems arise because managers will not solely act to maximize the 

shareholders’ wealth; they may protect their own interests or seek the goal of 

maximizing companies’ growth instead of earnings while making decisions. Jensen 

and Meckling (1976) suggested that inefficiency may be reduced as managerial 

incentives to take value maximizing decisions increased.  Agency costs arise from 

divergence of interests between shareholders and company managers. Agency costs 

are defined by Jensen and Meckling as the sum of monitoring costs, bonding costs, 

and residual loss. 

2.7.1.1 Monitoring Costs 

Monitoring costs are expenditures paid by the principal to measure, 

observe, and control an agent’s behavior. The economic impact of asymmetric 

information also results in various corporate agency problems. Firm managers 

(insiders) know more about their firm than shareholders and debt financiers 

(outsiders). When outsiders are unable to judge the firm's performance, they tend to 

qualify a firm’s performance as moderate. A result of this asymmetric information is 

that shares of a firm with a great performance are undervalued and vice versa. More 

specifically, information asymmetries between shareholders or bondholders and 
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corporate executive management create the necessity of monitoring (costs) and 

complications for the structuring of financial contracts.  They may include the costs of 

preparing reliable accounting information and audits, writing executive compensation 

contracts, and even ultimately the cost of replacing managers. 

Denis, Denis and Sarin (1997) contend that effective monitoring is 

restricted to certain groups or individuals. Such monitors must have the necessary 

expertise and incentives to fully monitor managers. In addition, such monitors must 

provide a credible threat to management’s control of the company. 

2.7.1.2 Bonding Costs 

In order to minimize monitoring costs, managers tend to set up the 

principles or structures and try to act in the shareholder’s best interests. The costs of 

establishing and adhering to these systems are known as bonding costs. They may 

include the costs of additional information disclosures to shareholders, but 

management will obviously also have the benefit of preparing these themselves. 

Agents will stop incurring bonding costs when the marginal reduction in monitoring 

equals the marginal increase in bonding costs. 

As suggested by the agency theory, the optimal bonding contract should 

aim to entice managers into making all decisions that are in the shareholder’s best 

interest.  However, since managers cannot be made to do everything that shareholders 

would wish, bonding provides a means of making managers do some of the things 

that shareholders would like by writing a less than perfect contract. 

2.7.1.3 Residual Loss 

Despite monitoring and bonding, the interests of managers and 

shareholders are still unlikely to be fully aligned.  Therefore, there are still agency 

losses arising from conflicts of interest.  These are known as residual loss, which 

represent a trade-off between overly constraining management and enforcing 

contractual mechanisms designed to reduce agency problems. 

There are some other types of agency costs as follows.   

2.7.1.4 Agency Costs of Debt 

There are three groups of participants in a firm: suppliers of equity, debt 

suppliers, and firm managers.  It is logical that they would try to achieve their goals 
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with different measures. Suppliers of equity, or shareholders, are interested in high 

dividend ratios and high share prices. Debt suppliers, on the other hand, are interested 

in interest and debt repayments, whereas firm managers would be focused on their 

financial remuneration. These conflicts of interest give rise to opportunity costs 

(whereby best strategies are often not adopted) and real costs (e.g. inspection costs). 

These costs decrease the market value of a firm. 

Kim and Sorensen (1986) investigated the presence of agency costs and 

their relation to debt policies of corporations. It was found that firms with higher 

insider (managers) ownership have greater debt ratios than firms with lower insider 

ownership, which may be explained by the agency costs of debt or the agency costs of 

equity.   

2.7.1.5 Agency Costs of Free Cash Flow 

The free cash flow theory presumes that there are enormous conflicts of 

interest between shareholders and stakeholders. This implies that managers’ decisions 

do not always maximize the value of a firm (Jensen, 1986). 

Jensen (1986) also emphasized the continuous agency conflicts between 

top managers and shareholders. These conflicts are especially severe in firms with 

“large” free cash flows. A free cash flow is the balance of money that a company is 

left with when all projects are financed. If top managers hold more cash than 

profitable investment opportunities, they may overspend money on organization 

inefficiencies or invest it in projects with a net present value (NPV) less than zero. 

The logic has it that higher debt levels reduce free cash flows and consequently 

increase the value of the company. 

2.7.2 Resource Dependence Theory 

Pfeffer and Salancik (1978) determined three factors that influence the level 

that dependence organizations have on particular resources. First, the overall 

importance of the resource to the firm is critical in determining the resource 

dependence of the firm. Second, the scarcity of the resource is also a factor. The 

scarcer a resource is, the more dependent the firm becomes. Finally, another factor 

influencing resource dependence is the competition between organizations for control 
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of that resource. Together, all three of these factors act to influence the level of 

dependence that an organization has for a particular resource. 

Resource dependence theory also suggests that a firm’s strategic options are 

determined to a great extent by the environment. Since firms are dependent on the 

environment for resources, they need to enact strategies that will allow them to 

acquire these resources. Therefore, the external environment has already been 

determined for these firms, and they experience little strategic choice. However, those 

who support the notion of managerial choice have argued that some organizations are 

more effective than others in the same environments, thus proving that strategic 

choice does exist. 

 Within the resource dependence school, the environment is seen as the source 

of scarce resources that are critical to a firm’s survival. It is the lack of control over 

these critical resources, rather than a lack of information, that gives rise to 

environmental uncertainty. Environments that contain high levels of resources are 

perceived as less hostile to the stability of organizations, whereas those with low 

levels of resources act to increase the intensity of competition among firms. 

Accordingly, resource dependence theorists have argued that in order to reduce the 

impact of this environmental uncertainty on organizational performance, it is 

necessary for organizations to develop and sustain effective relationships with their 

external environment. 

2.7.3 Stakeholder Theory 

Stakeholder theory is an extension of the agency view, which expects boards 

of directors to take care of the interests of shareholders. However, this narrows focus 

on shareholders has undergone a change and boards are now expected to take into 

account the interests of many different stakeholder groups, including interest groups 

linked to social, environmental, and ethical considerations (Freeman, 1984; 

Donaldson and Preston, 1995; Freeman, Wicks and Parmar, 2004). This shift in the 

role of the boards has led to the development of stakeholder theory. Stakeholder 

theory views that companies and society are interdependent and therefore the 

corporation serves a broader social purpose than its responsibilities to shareholders.  
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Likewise, Freeman (1984), one of the original proponents of stakeholder 

theory, defines stakeholder as “any group or individual who can affect or is affected 

by the achievement of the organization’s objectives.” There is considerable debate 

among scholars on whether to take a broad or narrow view of a firm’s stakeholder. 

Freeman’s definition (1984), cited above, proposes a broad view of stakeholders 

covering a large number of entities, and includes almost all types of stakeholders. In 

contrast, Clarkson (1994) offers a narrow view, suggesting that “voluntary 

stakeholders bear some form of risk as a result of having invested some form of 

capital, human or financial, or something of value, in a firm. Involuntary stakeholders 

are placed at risk as a result of a firm’s activities. But without the element of risk there 

is no stake.” The use of risk enables stakeholders a legitimate claim on a firm’s 

decision making, regardless of their power to influence the firm. Donaldson and 

Preston (1995) identify stakeholders as “persons or groups with legitimate interests in 

procedural and/or substantive aspects of corporate activity.” For Example, Wheeler 

and Sillanpaa (1997) suggested that stakeholders are as varied as investors, managers, 

employees, customers, business partners, local communities, civil society, the natural 

environment, future generations, and non-human species, many of whom are unable 

to speak for them. Mitchell, Agle and Wood (1997) argue that stakeholders can be 

identified by the possession of one, two, or all three of the following attributes: (1) 

power to influence the firm, (2) the legitimacy of relationship with the firm, and (3) 

the urgency of their claim on the firm. This typology allows managers to pay attention 

and respond to various stakeholder types. 

 Stakeholder theory recognizes that many groups have connections with the 

firm and are affected by firm’s decision making. Freeman et al. (2004) suggest that 

the idea of value creation and trade is intimately connected to the idea of creating 

value for shareholders; they observe that “business is about putting together a deal so 

that suppliers, customers, employees, communities, managers, and shareholders all 

win continuously over time.” Donaldson and Preston (1995) refer to the myriad 

participants who seek multiple and sometimes diverging goals. A manager’s view of 

the stakeholders’ position in the firm influences managerial behavior. However, 

Freeman et al. (2004) have suggested that managers should try to create as much 
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value for stakeholders as possible by resolving existing conflicts among them so that 

the stakeholders do not exit the deal.  

Donaldson and Preston (1995) examined stakeholder perspective from non-

financial outcomes. For example, while shareholders generally define value in 

financial terms, others stakeholders may seek benefits such as the satisfaction of 

pioneering a particular breakthrough, supporting a particular kind of corporate 

behavior or, where the owner is also the operator, working in a particular way. This 

means that stakeholders have non-equity stakes which require management to develop 

and maintain all stakeholder relationships, and not just of shareholders. This suggests 

the need for reassessing performance evaluation based on traditional measures of 

shareholder wealth and profits by including measures relating to different stakeholder 

groups that have non-equity stakes.  

Nonetheless, many firms do strive to maximize shareholder value while, at the 

same time, trying to take into account the interest of the other stakeholders. Sundaram 

and Inkpen (2004) argue that the objective of shareholder value maximization matters 

because it is the only objective that leads to decisions that enhance outcomes for all 

stakeholders. They argue that identifying a myriad of stakeholders and their core 

values is an unrealistic task for managers (Sundaram and Inkpen, 2004). Proponents 

of the stakeholder perspective also argue that shareholder value maximization will 

lead to expropriation of value from non-shareholders to shareholders. However, 

Freeman et al. (2004) focus on two core questions: “What is the purpose of the firm?” 

and “What responsibility does management have to stakeholders?” They posit that 

both these questions are interrelated and that managers must develop relationships, 

inspire their stakeholders, and create communities where everyone strives to give their 

best to deliver the value the firm promises. Thus stakeholder theory is considered to 

better equip managers to articulate and foster the shared purpose of their firm. 

2.7.4 Policy Implementation 

Various scholars have defined the meaning of policy implementation. 

According to Van Meter and Van Horn (1975), policy implementation is the process 

whereby policies are carried out. It denotes the translation of plans into practice. 
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Policy implementation is the ability to forge subsequent links in the casual chain so as 

to obtain the desired results. 

In order to succeed in policy implementation, the commitment throughout the 

organization in vertical and horizontal dimensions must be accomplished. It must be 

put on top of the agenda as high priority to achieve and need for continuation Van 

Meter and Van Horn (1975). 

Willliam (1975) has explained that the agency implementation process 

includes both one-time effort to convert decision into operational terms and the 

continuance of effort over time to raise the quality of the staff and organizational 

structure in the field. An inquiry in implementation capability seeks to determine 

whether as organization can bring together labor and material in a cohesive 

organizational unit and motivate them in such a way as to carry out the organization’s 

stated objectives. Van Meter and Van Horn (1975) have stated that policy 

implementation encompasses those actions by public and private individuals that are 

directed at achievement of the objectives set forth in prior policy decisions.  

Mazmanian and Sabatier (1983) suggest that policy formulation includes 

policy interpretation, collecting data and resources, planning and organizing, and 

operating. Implementation is the carrying out of basic policy decisions, unusually 

incorporated in a statue but which can take the form of important executive orders and 

decisions. The process includes the basic statue and the policy outputs or decisions of 

implementing agencies.  

Sombat Thamrongthayawong (2006) introduced two approaches to policy 

implementation and studies, including a top-down approach and a bottom-up 

approach. Firstly the top-down approach concerns how the implementing officials 

could be made to do their job more effectively. This approach assumes that the policy 

process is viewed as a series of chains of command where political leaders articulate a 

clear policy preference which is carried out or fails to be carried out at increasing 

levels of specificity as it goes through the administrative machinery that serves the 

government, and examines the extent to which administrators carry out or fail to carry 

out the decisions and seek to find the reasons underlying the extent of 

implementation. This approach provides clear directions for implementation research. 
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Its emphasis on the extent of achievement of stated objectives and on the activities of 

legally-mandated implementation machinery offers a clear indication of what 

implementers are to understand and what end to have in mind. It assumes that policies 

have clear goals when in reality they are often unclear or even contradictory. The top-

down approach neglects a focus on lower officials. Secondly, the bottom-up approach 

starts from the perspective of those affected by and involved in the implementation of 

a policy. In this approach, the public and private actors involved in implementing 

programs examine the goals, strategies, and the network of contracts they have built. 

It works its way upward to discover the goals, strategies, and contract of those 

involved in designing, financing, and executing the program. This approach directs 

attention to the formal and informal relationships constituting the policy networks 

involved in making the implementing policy (Sombat Thamrongthayawong, 2006). 

2.8 Integration of Theoretical Foundation of Corporate Governance  

The researcher summarizes underlying theories in Table 2.1 which is related to 

determinants of corporate governance. 
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Table 2.1  Summary of Theoretical Foundation 

Area of Study Item Theory Implication 

Corporate 

Governance 

Policy 

The clarity of 

CG policy and 

priority and 

continuation 

Policy Implementation 

(Van Meter& Van Horn 

1975, Thamrongthayawong 

(2006) 

The clarity of CG policy (written 

policy, code of conduct, program) 

and priority and continuation is 

essential for CG implementation 

success. 

Communication 

Policy Implementation 

(Van Meter& Van Horn 

1975, Thamrongthayawong 

(2006) 

Corporate governance 

implementation program with target 

must be communicated vertically 

and horizontally. The effective 

communication is essence for CG 

implementation success. 

Resource 

Allocation 

Policy Implementation 

(Van Meter& Van Horn 

1975, Thamrongthayawong 

(2006) 

The resource for CG 

implementation must be allocated 

sufficiently in manpower, 

knowledge (training program) and 

budget. 

Incentive 

(motivation) 

Policy Implementation 

(Van Meter& Van Horn 

1975, Thamrongthayawong 

(2006) 

Performance engagement with 

corporate governance or code of 

conduct is factor for CG 

implementation success. 

Implementers’ 

attitude toward 

CG 

Policy Implementation 

(Van Meter& Van Horn 

1975, Thamrongthayawong 

(2006) 

Positive attitude towards CG has 

strong impact on CG 

implementation success. 
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Table 2.1  (Continued) 

Area of Study Item Theory Implication 

Board 

Characteristic 

Board of 

Director 

Independence 

Agency Theory 

(Jensen and Meckling 1975, 

Dennis 1997) 

Independent boards are a 

mechanism for shareholders to 

control right and monitor 

performance 

Director Ethic Director ethics 

Agency Theory 

(Jensen and Meckling 1975, 

Keith 2010) 

Director should fulfill with ethics.  

BofD should be composed of the 

ethical (righteous persons: non 

accused and violated law,& 

regulation background until the 

present and future. 

Stakeholder 

Influence 

Debtor 

Stakeholder Theory 

(Freeman 1984, 

Donaldson& Preston 1995, 

Jensen 1993) 

CG requirement is to accommodate 

need of debtor. On the other hand, 

they will be loaned if they meet 

debtor requirement and CG is one of 

primary requirements. 

Institutional 

Investors 

Stakeholder Theory 

(Freeman 1984, 

Donaldson& Preston 

1995,Chuengsatiansup, 

2009) 

Good corporate governance to 

attract institutional investors to 

invest and companies will be 

monitored and enforced for good or 

better corporate governance. 

Benefit 

expectation 

Low Cost 

Financing 

Resource Dependence 

Theory 

(Pfeffer and Salancik, 1978, 

Chuengsatiansup, 2009) 

The company can raise fund at low 

cost of capital. 

Good Image 

Resource Dependence 

Theory 

(Pfeffer and Salancik, 1978,  

Chuengsatiansup, 2009 

The company can earn reputation on 

social acceptableness. 

Sustainable 

Growth 

Resource Dependence 

Theory 

(Pfeffer and Salancik, 197, 

Clarke 2007) 

The company can shift to 

sustainable growth mode 
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As referred to above, the implementation of corporate governance policy is a 

mechanism to drive through CG success. Sombat Thamrongthayawong, 2006, 

suggests that there are many factors for policy implementation success, for example, 

clarity and continuation in CG policy, effective communication, sufficient resource 

allocation, motivation through incentive, and good attitude towards CG. 

As summarized above, agency theory is the theoretical foundation of board 

characteristics because it focuses on the conflicting interests between the principals 

and agents. It provides the basis for governance standards, codes, and principles 

developed by many institutions (CalPERS, 1999; OECD, 1999, 2004). Boards are 

appointed by the shareholders to monitor and control managerial decision making to 

protect the shareholders’ interests. In particular, this monitoring role is expected to be 

effectively performed through independent directors and directors that exhibit good 

ethics and that have had a good reputation and have not ever been defamed in their 

professional career or found guilty of legal/regulation violation. 

Stakeholder theory explores the dilemma regarding the interests of different 

groups of stakeholders. The stakeholder theoretical foundation is also considered as a 

determinant of corporate level governance because companies are responsive to the 

needs of various stakeholders, such as debtors, export (customer), institutional 

shareholders, and the government (state enterprise). 

The benefit expectation is developed from resource dependence theory. The 

company needs to access scarce and external resources such as foreign technology, 

finance, and expertise regarding investment opportunity justification. These will make 

the company survive in the long run. 

2.9 Proposed Conceptual Framework and Hypotheses 

With the synthesis of literature review, the researcher would like to propose 

conceptual framework, as shown in Figure 2.1.  
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Figure 2.1  Proposed Conceptual Framework 

 

Benefit Expectation 
- Easy Financial Source Finding with Low Cost of Capital 

- Good Company Image and stock  

- Sustainable Growth 

Corporate Governance Policy Implementation 

- The clarity of CG policy and priority and continuation  

- Communication 

- Resource Allocation 

- Motivation Incentive for Implementers  

- Implementers’s attitude towards CG 

Stakeholder Influence 

- Debtor 

- Institutional Investor 

Board Ethics 

- BofD Ethics(non defamed record and fulfilled ethics until 

the present) 

Corporate Governance  

Rating 2009 

- Board responsibility 

- Shareholder Right 

- Shareholder equity 

- Stakeholder Role 

- Transparency and Disclosure 

Board Characteristic 

- BofD Independence 
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2.9.1 Dependent Variables 

The dependent variables are resulted from classifying 290 company 

populations on level governance by Thai Institute of Directors (IOD) in 2009.  

Corporate Governance Report of Thai Listed Companies classifies corporate 

governance with score level below. 

 

Figure 2.2 Corporate Governance Rating 

Source:  Institute of Directors (IOD), 2009 

There are 52 companies classified as excellent (90-100 score), 138 companies 

at the very good level (80-89), 86 companies as good (70-79), and 14 companies 

below the good level (<70). 

The IOD assesses corporate governance rating based on company information 

disclosure in the publicity such as companies’ web and annul reports. This type of 

procedure is widely accepted by international third parties (Standard & Poor and 

TRIS rating). 

The IOD assesses companies with the governance criteria of the OECD, which 

is associated with 5 categories; namely, Right of Shareholders, Equitable Treatment 

of Shareholders, Role of Stakeholders in Corporate Governance, Disclosure of 

Information and Transparency, and Responsibilities of the Board.  
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2.9.2 Independent Variables 

The independent variables in this study can be grouped into corporate 

governance policy, board of directors ethics, stakeholder influence, benefit 

expectations, and board characteristics. 

2.9.2.1 Corporate Governance Policy 

In terms of CG policy, it is associated with clarity of CG policy, 

effective communication, resource allocation, incentive for implementers, and good 

attitude towards CG. 

1) The Clarity of CG Policy and Priority and Continuation  

According to Van Meter and Van Horn (1975), companies 

succeed in achieving better corporate governance quality when they set corporate 

governance as a top agenda policy and procedure to support the implementation of 

corporate governance practices. The policy will be written to show its importance and 

commitment, plus the target. The code of good corporate governance must be in place 

and revealed within the organization and disclosed to the public. Sombat 

Thamrongthayawong, 2006, points that policy implementation will not eventually 

succeeds if it lacks policy clarity, determination, and continuation. 

The researcher examines this variable, using the rating scores 

in questionnaire. According with relationship above, I propose: 

H1: There is a positive relationship between clarity of 

corporate governance policy/priority/continuation and corporate governance. 

2) Communication  

Sombat Thamrongthayawong, 2006, points that the policy 

implementation will not succeed if the policy, its outcome target, and program are not 

well-communicated horizontally (peer level) and vertically (top down or bottom up). 

Effective communication on the CG program and desired target will shape employees 

to have common goals. Furthermore, two way communication yields more effective 

communication than does one-way communication. The bottom can feedback and 

advise from the practical perspective (Howlett and Ramesh, 1995). 

The researcher examines this variable using rating score in 

questionnaire. According with relationship above, I propose: 
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H2: There is a positive relationship between effective 

communication on CG and corporate governance. 

3) Resource Allocation 

Sombat Thamrongthayawong, 2006, points out that although 

there are complete factors for policy implementation, except for resource.  The policy 

implementation will not be accomplished completely. The resource includes time, 

capable/qualified responsible persons, knowledge, technology support (such as IT for 

monitoring and effective communication), and financial resource. All of these must be 

sufficient and possess standard quality. This corresponds to Duangmon 

Chuengsatiansup’s Study (2009), where she points that many publicly-listed Thai 

companies have impressive policy for corporate governance but it is “just talk” 

because there is no resource allocation and as a result, they still have poor corporate 

governance quality. 

The researcher examines this variable, using the rating score 

in questionnaire. According with relationship above, I propose: 

H3: There is a positive relationship between resource 

allocation on CG and corporate governance. 

4) Incentive for Implementer (Motivation) 

Sombat Thamrongthayawong, 2006, points out that incentive 

for implementers is very important for policy implementation because it motivation. 

Furthermore, Sombat Thamrongthayawong, 2006, suggests that there have been 

numerous policy implementation failures due to conflicts of interest between policy 

decision makers and implementers. The motivation incentive can come up with many 

forms such as salary increments, special bonuses, or job promotion.  

The researcher examines this variable using the rating score 

in questionnaire. According with relationship above, I propose: 

H4: There is a positive relationship between the incentives 

for implementers regarding CG and corporate governance. 

5) Implementers Attitude towards Corporate Governance 

Sombat Thamrongthayawong, 2006, points out that the 

implementers’ attitudes towards corporate governance is one of the essential aspects 
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of policy implementation success. When the policy is initially introduced, the 

implementers will be consequently responsive to three outcomes: positive, neutral, or 

negative attitude. The most successful policy implementation comes from positive 

and strong willingness to accomplish the target. Likewise, Mazmanian and Sabatier 

(1983) assert that if the majority of implementers are far away from a positive attitude 

towards policy, thus the policy implementation has already failed at the beginning. 

The researcher examines this variable using the rating score 

in questionnaire. According with relationship above, I propose: 

H5: There is a positive relationship between good attitudes 

toward corporate governance and corporate governance. 

2.9.2.2 Board of Directors Ethics  

The board of directors must be selected from those that have no record 

of a bad reputation in their professional career or legal violation. These people always 

do the righteous (morally correct) thing and have no record of non-transparency, fraud 

conduct, or corruption. From a study by Arjoon (2005), it was found that the directors 

that have a bad or doubtful record regarding their reputation will be likely to conduct 

fraud and corruption with the intention to conceal when they see a potential for it. 

Furthermore, as role of directors, ethics are also very important. For example, in the 

case of the Thai airways, the board chairman abused his power regarding over-weight 

baggage loading. 

The researcher examines this variable using the rating score in 

questionnaire. According with relationship above, I propose: 

H6: There is a positive relationship between the director ethics and 

corporate governance. 

2.9.2.3 Board of Directors Independence (Board Characteristics) 

From the point of view of agency cost theory, independent boards are a 

mechanism by which shareholders control rights and monitor performance. As 

insiders can protect their self-interest/benefits on their own, having independent 

directors is a solution for creating a balance, controlling rights, and monitoring the 

firm’s performance in the interest of shareholders (Dennis, 1997) 
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By analyzing 75 fraud and 75 non-fraud firms, Beasely (1996) found 

that non-fraud firms had boards with significantly higher percentages of outside 

members than fraud firms. Moreover, the likelihood of financial statement fraud 

decreases when outside director ownership in the firm and outside director tenure on 

the board increase and the number of outside directorships in other firms by outside 

directors decrease.  

In this study, the percentage of independent directors will be measured. 

According with relationship above, I propose: 

H7: There is a positive relationship between the proportion of 

independent directors and corporate governance. 

2.9.2.4 Stakeholders’ Influence 

Regarding stakeholder influence, it is associated with debtor influence, 

export influence (customer), institutional shareholder influence, and state-enterprise 

influence (government). 

1) Debtor Influence  

According to Friedman, Johnson and Milton (2003), the 

debtor has a positive influence on corporate governance. This corresponds to Jensen’s 

(1993) idea that debtors are important to a well-functioning governance system for the 

company because the debtor has the financial interest and independence to view firm 

management and policy in an unbiased way and has the power to use pressure if the 

firm needs financing.  

In this study, percentage of debt with total asset will be 

measured. According with relationship above, I propose: 

H8: There is a positive relationship between percentage of 

debt to total asset and corporate governance. 

2) Institutional Shareholder Influence  

Duangmon Chuengsatriansup (2009) points out that 

institutional shareholder/investors that hold large equity positions in the company are 

important to a well-functioning governance system because they will finance the 

companies which show satisfactory governance level.  Furthermore, Gordon and 

Pound (1993) found that the structure of shared ownership significantly influences 
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voting outcomes on shareholder-sponsored proposals to change corporate governance 

structures. 

In this study, the proportion of shares held by institutional 

investors will be measured. According with relationship above, I propose: 

H9: There is a positive relationship between the proportion of 

shares held by institutional investors and corporate governance. 

2.9.2.5 Benefit Expectation 

Benefit expectation is associated with foreign partnership, the low cost 

of financing, and investment opportunity. A key argument of the resource dependence 

theory is that organizations attempt to exert control over their environment by co-

opting the resources needed to survive (Pfeffer and Salancik, 1978). 

1) Low Cost of Capital 

As was highlighted in the Global Investor Opinion Survey 

(MCKinsey and Company, 2002), corporate governance is a significant investment 

criterion. Investors have higher confidence in companies with good corporate 

governance (Ertugual and Hedge, 2008). They will increase financing to good 

governance companies, and as a result, these companies can raise funds with low 

capital costs in terms of long-term financing. 

2) Good Image and Stock Credited 

Duangmon Chuengsatriansup, 2009, points that good 

corporate governance can create a higher credit rating of stock because it satisfies not 

only social needs but also the financial institution’s expectations. Standard and Poors 

or Fitch & Ratings are considered socially acceptable perspectives on stock ratings.  

The researcher examines this variable’s rating score. 

3) Sustainable Growth 

Duang Chuengsatriansup, 2009, points out that good 

corporate governance can benefit long-term sustainable growth.  

The researcher examines this variable’s rating score. Finally, 

the researcher proposes: 

H10: There is a positive relationship between benefit 

expectations and corporate governance. 
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2.10  Summary 

Chapter II aimed at developing the conceptual framework of this study, as 

shown in Figure 2.1. It began from the concept of corporate governance, its definition, 

the corporate governance principles which were developed by the Organization for 

Co-Operation and Development (OECD) in 1999 and 2004. Furthermore, Chapter II 

includes a discussion of the leading corporate governance countries, particularly 

regarding their intrinsic nature and relevant principles applied to the stock exchange 

market. The case of the United States of America, the United Kingdom, Australia, 

Zealand, and Japan was studied.  

Chapter II also points out the theoretical foundation of corporate governance, 

which covers agency theory (power balance), resource dependence theory (benefit 

expectations from corporate governance achievement), stakeholder theory (influence 

of stakeholders), and policy implementation. These theories and concepts are 

considered determinants of corporate governance and offer empirical evidence for 

Thai publicly-listed companies. The study of the determinants of corporate 

governance will answer research question II (what is related to the determinants of the 

Thai stock market and business sectors), and ultimately research question III 

(recommendations and policy implications, which are derived from the study of 

determinants). 

 



 

CHAPTER 3  

 

CORPORATE GOVERNANCE RELEVANT TO THAI 

PUBLICLY-LISTED COMPANIES 

3.1 Thai Corporate Governance Background: before the Financial Crisis  

It is now widely perceived that the financial crisis in Thailand in 1997 (was 

caused by weak corporate governance, which resulted in reckless lending by financial 

institutions, overusing short-term foreign currency denominated loans to finance long-

term investments, expropriation of company funds by directors, managers or large 

shareholders, shady and risky business deals, and poor financial reporting and audits. 

The crisis brought major changes to the structure of the Thai corporate 

ownership/control and corporate governance. The corporate governance development 

can be simply divided into two episodes; namely, before financial crisis in 1997 and 

after crisis (from 1997 until now).  

Thai governance problems have been the result of the highly concentrated 

ownership and control structure of Thai companies. Between 1990 and 1997, the top 

five shareholders of publicly-listed companies held, on average, 56.3 percent of 

outstanding voting shares; similar to most other East Asian countries, control of the 

Thai companies was often in the hands of a single individual or family. These family-

run business enterprises, as pioneered by Chinese merchants, had prospered and built 

their empires cutting across many sectors including banking, finance and securities, 

agro-industry, and telecommunications. Although some of these businesses had 

become publicly-listed companies, their founders managed to keep a controlling share 

within their family and maintain real control over day-to-day management of their 

firms through the creation of a cross-shareholding structure. The top level of such 

structures consisted of an owner family which exerted control over a number of 

affiliated listed companies mainly through private holding companies.  
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3.1.1 Financial Transparency and Disclosure   

Financial transparency and disclosures are very crucial to the success of 

corporate governance because regulators, investors, and shareholders rely on financial 

reports to assess corporate performance and monitor management. The Institute of 

Certified Accountants and Auditors of Thailand (ICAAT), which was established in 

1948, is responsible for setting both Thai accounting and auditing standards. The 

ICAAT issued 31 accounting standards and 41 auditing standards during the 49 years 

from 1948 to 1997 before the crisis. Deunden Nikomborirak and Somkiat 

Tangkitvanich (1999) stated that creative accounting was very common among Thai-

listed companies before the crisis mainly because of the weakness in the asset 

valuation accounting, which allowed companies to revalue their fixed assets and 

financial assets at fair market value, which was higher than historical cost. Since the 

fair market value was quite subjective, many financial institutions revalued these 

assets so that they remained solvent accounting-wise in order to avoid intervention 

from the Bank of Thailand (BOT). Thai public utility firms typically revalued their 

fixed assets to inflate depreciation and operating costs in order to justify their request 

for a rate increase from the government.      

Deunden Nikomborirak and Somkiat Tangkitvanich (1999) further have 

posited that many Thai companies had two sets of financial reports: one for top 

managers/majority shareholders, and the other for the public and regulators such as 

the Thai SEC. There were also weaknesses in both internal and external audits before 

the crisis. Many Thai companies had weak internal control, and some of them did not 

have an internal audit. To make the matter worse, external auditors were not effective 

watch dogs for minority shareholders because their independence was often 

compromised. Thai external auditors often developed a long-term relationship with 

their clients, and allowed their clients to engage in creative accounting such as 

overstating revenues via inadequate provision for bad debts. The auditors would then 

add a paragraph to their reports raising mild doubts about the circumstances in order 

to protect them from lawsuits, yet these doubts were not strong enough to prevent 

them from issuing a clean opinion (Thirachai Phuvanatnaranubala, 2004b). Such 

auditor reports conveyed ambiguous messages which prevented the public from 
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assessing the true financial health of Thai companies. This ambiguity in auditor 

reports was due to a loophole in Thai auditing standards, which did not provide 

specific guidelines as to when an auditor should issue a qualified opinion or an 

adverse opinion. Insufficient regulatory supervision and penalties in the case of 

negligence and violations further exacerbated the weaknesses in the Thai financial 

reporting system. 

3.1.2 The Rights and Treatment of Minority Shareholders 

Under the highly concentrated structure, minority shareholders had very 

limited influence, as the owner family (majority shareholders) maintained a strict 

control over the entire enterprise by appointing top managers and directors. It was 

common for Thai-listed companies to issue stock with limited or no voting rights to 

the public. This highly concentrated ownership inhibited a hostile takeover, which is 

an important market discipline on a company with weak corporate governance. Alba, 

Claessens and Djankov (1998) suggest that the ownership concentration of Thai 

companies led to inefficient investments, with many improper related-party 

transactions and excessive diversification and risk taking. In this situation, the wealth 

of minority shareholders was systematically exploited by the owner family. In sum, 

this highly concentrated structure, which has been criticized by international financial 

institutions such as the World Bank and some scholars (Claessens, Djankov and Lang, 

2000), clearly led to poor corporate governance, which played an important role in 

bringing about the financial crisis. To make the matter worse, the Public Company 

Act 1992 and the Securities Exchange Act 1992 did not provide adequate protection 

of minority shareholders because these laws required a relatively high percentage of 

voting shares (20 per cent) to exercise certain rights, such as the right to call 

emergency shareholder meetings and the right to appoint outside inspectors to 

examine the company’s financial statements and directors.  Given the highly 

concentrated ownership among Thai companies, it was difficult for minority 

shareholders to gather the shares needed. The regulations also did not require 

shareholders’ approval of related-party transactions. As a result of these regulatory 

weaknesses, corporate decisions were made by majority shareholders with minimal 
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involvement by minority shareholders. Minority shareholders, however, should also 

bear part of the blame because their investment decisions were mainly driven by 

speculative motives for short-term gains during the economic boom years, and they 

did not pay any attention to corporate governance. They rarely attended the 

company’s annual meeting. As long as the stock price kept appreciating, there was 

little incentive for minority shareholders to monitor management. Minority investors 

also had no incentives to sue a company and its directors because Thai laws did not 

allow a class-action lawsuit, and the redress, if any, had to be paid to the benefit of the 

company, not to the investors. The weak enforcement of laws and regulations by the 

Thai SEC further exacerbated these corporate governance problems. 

3.1.3 The Rights and Roles of Stakeholders and Institutional Investors 

It covers three main groups of stakeholders: creditors, employees, and 

institutional investors. 

3.1.3.1 Creditors 

Important stakeholders of Thai companies are creditors such as Thai 

banks and finance companies. Thai companies rely more on creditors than 

shareholders for additional financing. This heavy reliance on loans rather than equity 

is attributable to the highly concentrated ownership structure of Thai firms. Majority 

shareholders preferred to finance with loans instead of stock in order to avoid the 

dilution of their ownership and control. A negative consequence of this was that Thai 

firms were heavily burdened with debts. The deregulation of capital account 

transactions in 1991 and the liberalization of interest rates in 1993 further stimulated a 

credit expansion through short-term borrowings in foreign currency. This important 

role of financial institutions in providing finance and their large stake in Thai 

companies should make them obvious candidates to implement alternative external 

control and monitoring mechanisms. These creditors, however, were not actively 

involved in monitoring their borrowers because the high competition to extend credits 

made financial institutions apprehensive of losing their clients. Piman Limpaphayom 

(2001) indicated that Thai creditors did not always require project feasibility studies 

or business plans in granting loans. A company’s reputation and its long-term 
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relationship with creditors sufficed in many instances. In addition, not all creditors 

required collateral. If collateral was required, the presence of collateral usually 

diminished creditors’ incentive to screen project feasibility and to monitor 

management in implementing the project. Another group of creditors is bondholders. 

The Thai bond market has had a relatively minor role in corporate financing. In 1996, 

the bond market accounted for about 11 percent of the total value of commercial bank 

loans and 20 percent of total Thai equity market capitalization. Similar to banks and 

because of their relatively minor role in corporate financing, bondholders were not 

involved in corporate governance. An important law protecting the rights of creditors 

is bankruptcy law. Thai bankruptcy laws before the crisis did not provide sufficient 

protection for creditors. Because the law allowed only creditors to file bankruptcy 

suits, and did not recognize debtor-initiated bankruptcy declarations, the creditors 

bore the burden of proving a debtor’s insolvency before the court. The law did not 

clearly define “insolvency,” and it was widely interpreted as having more debts than 

assets instead of being unable to make debt payments when they were due. Such 

interpretation was difficult to prove for creditors of unlisted companies, which do not 

have publicly available financial statements. For listed companies, even if they 

defaulted on their loans, as long as their total asset value was greater than the total 

amount of debts, creditors would not be able to seek redress through the bankruptcy 

law. In addition, debtors seldom lost control to creditors even when they defaulted 

and became insolvent. The law also made it difficult for creditors to obtain payments 

from bankrupt debtors because debtors had many options to stall the bankruptcy 

process, which could drag on for many years. To make the matter worse, any new 

loans extended after the creditors had discovered the insolvency would not be eligible 

for repayments. 

3.1.3.2 Employees 

Employees have not been involved in corporate governance of Thai 

companies because only a few companies offer lower-level employees stock option 

plans (ESOP). Even when companies offer ESOP, employees consider the plans as 

monetary incentives rather than as an opportunity to be involved in corporate 

governance. This view is further enhanced by the cultural value of “large power 
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distance,” (Hofstede, 1980), where lower-level employees regard top executives as 

authoritative figures and rarely question their decisions. Because of this viewpoint, 

together with inactive labor unions and minimal shareholdings of less than 1 percent, 

Thai employees have never been represented on the board of directors. 

3.1.4 Institutional Investors 

The role of Thai institutional investors in corporate governance has been little, 

if any, because of their relatively small size, short-term investment perspective, and 

poor corporate governance. The Thai mutual fund industry, which was established 

only in 1991, is more concerned with short-term gains than playing an active role in 

corporate governance. Some institutional investors may also have a vested interest in 

the companies in which they invested. Four executives of the oldest mutual fund in 

Thailand lost their professional licenses in June 1998 because the Thai SEC charged 

them with investing with a “conflict of interest” and imprudent investments. The role 

of pension funds in corporate governance was even weaker. Provident (retirement) 

funds for government workers and those in public enterprises were established only 

recently in the mid 1990s. 

3.2 Improvements in Thai Corporate Governance after the Crisis  

Since the crisis, the Thai corporate ownership structure has been less family-

oriented and more dominated by the government and foreign investors. Following the 

banking reform, the Thai government has become the largest equity owner in the 

banking industry, owning 7 out of 14 commercial banks. Consequently, the 

government has both the political and economic power to influence Thai corporate 

governance. In its efforts to improve corporate governance, the Thai government has 

adhered to the following three dimensions: regulation, market forces, and self-

restraint. Among these three dimensions, regulation is the one which contributes the 

most to the improvement in Thai corporate governance. Similar to other Asian 

developing countries, Thai market forces and the market for corporate control have 

not contributed much to improving corporate governance after the financial crisis 
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because Thai capital markets are relatively small, and play only a secondary role to 

banks in providing any financing to companies. In order to enhance the comparability 

with the previous section, which describes Thai corporate governance before the 

crisis, the discussion of Thai regulation and market forces after the crisis is also 

organized into the same four subsections: the rights and treatment of minority 

shareholders, the structure and the responsibilities of the board of directors, the rights 

and roles of stakeholders and institutional investors, and financial disclosure and 

transparency. The third dimension of corporate governance, self-restraint of a 

corporation, is synonymous with high ethical standards or a commitment to “do the 

right thing.” Self-restraint is very difficult to measure, and therefore the Thai 

government emphasizes rewards and positive reinforcement for companies with good 

governance as an important means to improve self-restraint. The fifth subsection 

discusses these rewards and positive reinforcement. Before discussing these corporate 

governance dimensions, it is important to be aware of two Thai regulators which have 

played a crucial role in improving the corporate governance of listed companies. They 

are the Stock Exchange of Thailand (SET) and the Securities Exchange Commission 

(SEC). The Securities Exchange Act 1992 (SEA) established a regulatory framework 

for the SET, and required that the SET be overseen by the SEC. The SEC, which was 

established in 1992 by the SEA, serves as the police of the Thai stock exchange. The 

SEC impact on Thai corporate governance began only after the crisis, with most of its 

work concentrated in and after 2002, the “Year of Good Corporate Governance,” as 

declared by the Thai government. 

3.2.1 Self-Restraint: Rewards and Positive Reinforcement 

It is impossible to achieve good governance unless each company is 

committed to conducting its business ethically in the best interest of shareholders. In 

line with this concept, the SET has required Thai listed companies since 2002 to 

disclose in their annual reports the implementation of 15 principles of good corporate 

governance. Any companies that do not comply with these principles must disclose 

the reason for non-compliance. These principles cover several important corporate 

governance issues Japanese standard of star rating, including equitable treatments of 
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shareholders; structure, responsibilities and independence of the board of directors; 

board committees and each director’s attendance at board meetings; disclosure of 

compensation of directors and top executives; financial disclosure and transparency; 

internal control; rights of other stakeholders; risk management policies; connected 

transactions; investor relations; and code of ethics. The SET’s 15 issues and 

consideration of good corporate governance in 2002 are shown in Table 3.1 

Table 3.1  The SET 15 Issues and Considerations of Good Corporate Governance 

No Issues Considerations 

1 Policy on Good Corporate Governance Written policy from committee of the firm 

2 Shareholders: Equal Opportunity and 

Rights  

Equal practice for every shareholder, 

Convenience of shareholder meeting 

participation, 

Sufficient information provision regarding 

shareholders’ decision making 

3 Stakeholders: Rights and Opportunity Committee takes care of all stakeholders’ 

rights (employees, partners, community, 

competitors, creditors, etc.) 

4 Shareholders’ Meetings Participation in directors’ meetings 

Opportunity for questions and suggestions  

On-time submission of meeting reports 

required by the SET 

5 Leadership and Vision Role in the committee in setting policies, goals, 

and budgets 

Separation of Board of Directors and the role 

of Management 

6 Conflicts of Interest Disclosure of information especially on inside 

information and its relations as well as any 

conflicts of interest among other parties, for 

example the issuance of subsidiary company 

loans 

7 Business Ethics Have written code of ethics 

8 Balancing of Non-executive Directors Have at least one-third independent directors 

and at least three independent directors 
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Table 3.1  (Continued) 

No Issues Considerations 

9 Inclusion or Separation of Position Separate the duties and responsibilities of the 

president and the Managing Director 

independent of the President 

10 Remunerations of Directors and 

Management  

Disclosure information as required by SEC 

11 Directors’ Meetings Disclose the number of times each director 

attends meetings 

12 Sub-committee Arrangement of audit committee and sub-

committee for remuneration. Most sub-

committee members are non-executive 

directors and independent of the President 

13 Internal Control and Audit System Arrangement of the internal control system and 

risk management 

Arrangement of the internal audit on finance, 

operations, and good governance 

14 Committee Report Express responsibility for financial statement 

reports  

Committee and audit reports on financial 

statement reports 

15 Investor Relationship Disclosure of information according to 

requirements  

Arrangement of responsible investor relations 

with staff 

Source: Stock Exchange of Thailand (SET), 2002 

The SET has also conducted workshops on these 15 principles to educate 

companies and the investing public. In 2002, the SET established a Corporate 

Governance Centre, which offers advisory services on how to improve corporate 

governance to listed firms and private companies with the potential to list. There were 

also two projects that offered positive reinforcement and rewards for good corporate 

governance. The first one began in 2002, when the SEC and the SET initiated a 

corporate governance rating project to provide investors with additional information, 
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and to motivate Thai listed companies to improve their corporate governance. The 

rating, which was completely voluntary, was conducted by the Thai Rating and 

Information Services Co. Ltd. (TRIS). TRIS is an independent for-profit organization 

which was founded in 1993 and endorsed by the Ministry of Finance and the Bank of 

Thailand to be the first Thai credit rating agency. TRIS ranked a company on a scale 

of 1 (lowest) to 10 (highest) for each of 45 sub-categories under four criteria: 

shareholder’s rights, composition and roles of the board of directors and management, 

information disclosure, and corporate governance culture. A company with a rating 

score of at least 7 from 10 was entitled to the following benefits from the SEC and the 

SET. The SEC granted the company a fast-track process for their public offerings of 

securities, and reduced the offering fees and annual fees by 50 percent. The SET 

honored the company by publicizing it on the SET website, and reduced the annual 

fees by 50 percent. Unfortunately, TRIS terminated this rating service on 15th July, 

2005 because it had since started consulting services on corporate governance to listed 

companies. A plausible explanation for the termination was a low participation rate, 

with only ten companies participating and having their ratings disclosed during the 

three-year lifetime of this project. All of the ten companies received rating scores 

higher than seven. Additionally, the rating process had a major flaw because if a 

company received an unsatisfactory rating, it could cancel the contract and terminate 

the entire rating process, or choose not to publicly disclose the rating. Therefore, it 

was impossible for investors to identify companies with poor ratings. Investors could 

not reasonably presume that nonparticipating companies had poor corporate 

governance because some of these nonparticipating companies had received a high 

rating on governance from international organizations, such as the Asian 

Development Bank. The second project was initiated by the SEC to offer a 

“Disclosure Award” for listed companies with outstanding disclosure of information 

in Form 56-1 annual filing. There are three criteria for the award:  

1 Following the SEC requirements,  

2 Providing accurate and clear information for investors to understand the 

company’s operations and any significant changes, and 
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3 Providing sufficient information for investors to evaluate possible risk. In 

addition to the publicized honor at the award ceremony and on the SEC’s website, the 

SEC granted the awarded companies a fast track process for their public offerings of 

securities.  

Similar to the first project, this second project was also voluntary, and also 

took place in 2002 in response to the Thai government’s declaration of 2002 as the 

“Year of Good Corporate Governance.” In addition, this “Disclosure Award” was a 

onetime project for only the year 2002, involving the SEC’s reviewing of only one 

prior year (2001) of Form 56-1. Out of over 380 total listed companies in 2002, 115 

companies or about 30 percent participated. Forty companies (35 percent) of those 

that participated received the Disclosure Award. Unfortunately, the SEC did not 

disclose the names of the other 75 companies which did not receive the award, and 

therefore investors were not able to identify companies with low-disclosure standards. 

3.2.2 Financial Transparency and Disclosures 

The new law concerning accounting practices, called the “Accounting 

Profession Act,” became effective in the fourth quarter of 2004. The law reflects a 

giant leap forward in the efforts to enhance the quality of financial reports of Thai-

listed companies (Chalee Chantanayingyong, 2005). The law introduces a new 

regulatory framework under which all accounting professionals, i.e. auditing, 

financial accounting, managerial accounting, tax-planning, and other accounting 

services, are supervised. The newly-established Federation of Accounting Profession 

and the Accounting Profession Oversight Board are the offspring of this new 

legislation. The Federation is designed to act as a governing body with responsibilities 

such as licensing, registration, and drafting of conduct principles, while the Oversight 

Board supervises the Federation’s businesses and endorses Thai accounting standards. 

This new law is in addition to the new Accounting Act, effective since August 2000, 

which requires all listed companies to register the names of their accounting officers 

with the SEC for accountability purposes. Thailand has also made much progress in 

improving its accounting and auditing standards. During the eight-year period, from 

crisis year 1997 through 2005, the ICAAT has issued 27 additional accounting 
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standards which are consistent with the IAS.26 The ICAAT has also revised the 31 

standards issued during its 49 years prior to the crisis to be in line with the IAS. The 

SEC, with the coordination of the ICAAT, has regularly issued accounting guidelines, 

which clarify the interpretation of various Thai accounting standards in order to lower 

the possibility of creative accounting. These guidelines are related to a number of 

accounting issues, including investment in and consolidation of subsidiaries, property 

foreclosure, loan guarantee, and revenue recognition of real estate businesses. To keep 

up with the new accounting standards and reporting requirements, chief financial 

officers of listed companies may participate in the ICAAT’s training courses offered 

since 2003. 

Although the Thai standards on auditing issued by the ICAAT before the crisis 

are mostly consistent with the international standards on auditing, the implementation 

and the enforcement of these standards are relatively weak. To strengthen the 

enforcement, the SEC and the Federation of Accounting Professions have since 

closely monitored auditors of listed companies to ensure auditor independence and 

proper compliance with the standards (Chalee Chantanayingyong, 2005). In 

particular, the SEC has been examining auditors’ working papers in some suspicious 

cases to ensure that the auditors have complied with the Thai auditing standards. To 

cope with the ambiguity in an auditor report issued before the crisis, the SEC has 

prohibited auditors from issuing an unqualified opinion, with an additional paragraph 

remarking on possible creative accounting. In such circumstances the auditors must 

issue a qualified opinion. A listed company and its auditor may also seek advice from 

the SEC staff if they disagree on certain accounting issues.  

In terms of quality control, the SEC has selectively granted permission to 92 

certified public accountants (CPAs) from 25 accounting firms to audit financial 

statements of 388 total listed companies as of 2005. These CPAs and their firms must 

maintain an effective quality assurance in accordance with the International 

Federation of Accountants. The SEC has the authority to reprimand these auditors for 

negligence or wrongdoing in their audit. After the crisis, the SEC generally 

reprimanded at least one auditor each year by temporarily withdrawing the license to 

practice, whereas hardly any auditors were reprimanded before the crisis.  



73 

 

 

 

Corporate governance practice in Thailand had also been developed on the 

basis of the U.S. laws, which are mainly concerned with the practice of auditors 

according to the Sarbanes-Oxley Act.  The common features call for: 1) the oversight 

of auditors, 2) auditor independence, 3) corporate responsibility, and 4) disclosures. A 

detailed comparison of the Sarbanes-Oxley Act with Thai corporate governance 

practice is presented in Table 3.2. 

To be in line with the US Sarbanes–Oxley Act, the SEC has also required 

listed companies to rotate their audit partners every five years effective from the fiscal 

year starting on or after January 1, 2006.  

Table 3.2  Comparison of the Sarbanes-Oxley Act U.S. and Thai Practices  

 Sarbanes-Oxley Act Thai Practices 

1 Oversight of Auditors 

Similar to Thai practices 

 

EC approves the auditors of listed company 

F/S of listed company must be signed by auditors 

from the SEC’s approval list 

ICAAT establishes accounting and auditing 

standards 

SEC reviews the working papers of auditors in 

IPO cases, complaint cases, and applications to an 

approved auditor 

When shortcomings are found, the SEC 

reprimands or suspends the approval in serious 

cases. 

2 Auditor Independence 

Non-audit service these 

Rotation of auditor 

Former employee of  

accounting firm 

Audit committees’ approval services 

 

No such provision exists; SEC is considering 

Measures 

 

 

One of the duties of the audit committee stated of                                             

code of best practice is appointing auditors 
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Table 3.2  (Continued) 

 Sarbanes-Oxley Act Thai Practices 

3 Corporate Responsibility 

Audit committee 

 

CEO/CFO 

Certify reports 

 

Bar unfit directors or officers 

 

Independence is under SEC and SET regulations 

Duties are under the Code of Best Practices 

Authorized directors certify reports 

Board of directors evaluate the internal control 

system 

SEC and SET regulations prohibit blacklisted and 

improper persons to be directors or executives 

4 Disclosure 

Off B/S transactions 

 

Personal loans for executives 

Securities holding reports 

Rapid disclosure in plain 

English 

 

Periodic disclosure review  

 

  Follow the Thai GAAP which complies with the 

IAS 

Prohibited by the Public Company Act 

Included in annual reports 

Most annual reports are prepared in an  

English version and disclosed promptly via 

electronic means 

F/S SEC reviews all quarterly and annual F/S 

Form 56-1 and Annual Report: SEC reviews 1/3 of 

listed companies each year depending on high 

impact companies. 

Source: National Corporate Governance Committee, 2008 

The SEC is also considering a proposal to limit auditors’ non-audit services 

for their audit clients. Unlike the US Sarbanes-Oxley Act, which emphasizes the top 

executives’ responsibilities for financial statements and effective internal control, and 

requires the CEO and CFO certification of financial statements, the Thai SEC 

spotlights the BOD as being responsible for financial statement reliability and internal 

control effectiveness. The SEC requires a signature of both the CEO and the 

Chairman of the Board Executive Committee at the bottom of the balance sheets and 

the income statements, and that all listed firms include a report of the BOD’s 

responsibilities and an audit committee report in their annual reports.  
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The SEC also closely reviews quarterly and annual financial statements of 

listed companies, particularly those considered as weak in governance, to identify any 

improper disclosure and irregularities which could require a restatement (Chalee 

Chantanayingyong, 2005). Required disclosures in Form 56-1 annual filing are also 

similar to those in US Form 10-K. To tackle complicated creative accounting, the 

SEC has set up an accounting steering committee which is comprised of 

representatives from the public sector and reputable market practitioners to focus on 

in-depth analysis of listed companies’ financial reports. As a result, 11 companies in 

2003 and 16 companies in 2004 were required to restate their financial statements. In 

addition, with coordination of the SET, SP (suspend trading) or NP (notice pending) 

signs will be posted on the company with an adverse opinion from the auditor to warn 

the public of the violation of accounting standards. 

Between December 2004 and September 2005, the SEC filed criminal 

complaints against current and former executives of two listed companies related to 

financial reporting violations. The first one was for not complying with the Thai 

accounting standards when preparing its 2002 financial statements. The other one was 

for fraudulently overstating revenue and profit via transactions with related parties, 

and falsifying accounting records/documents. 

3.2.3 The Structure and the Responsibilities of the Board of Directors 

The board of directors is considered by Thai regulators as the number one 

mechanism in achieving good corporate governance. Three institutions have been 

directly involved in improving the quality of the Thai board of directors: the Thai 

Institute of Directors Association (IOD), the SET, and the SEC.  

Since its inception, the Thai IOD has been working to promote 

professionalism in directorship in Thailand. It offers director certification and 

professional development courses, provides a variety of seminars, forums, and 

networking events, as well as conducts research on board governance and practices. 

The IOD’s main training courses include the 5 1/2-day Directors Certification 

Program (DCP), the one-day Directors Accreditation Program (DAP), The Role of the 

Chairman, and the Audit Committee Program.  
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At present, the SEC strongly recommends that all directors of listed companies 

complete at least the one-day DAP course. The SET also encourages directors of 

listed companies to attend the DCP by financing the class fee for the first two years. 

As of May 2005, approximately 1,600 company directors have completed the DCP 

and approximately 2,200 have completed the DAP course. In addition, approximately 

2,400 directors have attended other extension courses, workshops, forums, and 

seminars organized by the IOD.  

Apart from providing various training programs, the Thai IOD also conducts 

research and surveys on corporate governance, such as the annual Corporate 

Governance Report on practices of all listed companies. This report has been 

recognized by the National Corporate Governance Committee and agencies concerned 

as the most comprehensive corporate governance study of Thai listed companies to 

date. Other major surveys include the Thai directors compensation survey, which is 

conducted every other year, and the director’s opinion survey on the role of audit 

committee, director independence, board and CEO performance evaluation, etc. The 

IOD is also the organizer of the bi-annual Board of the Year Awards that recognizes 

top-performing boards of directors.  

The SET has made two important requirements concerning the board of 

directors of Thai listed companies since 1999. The first one is that at least one-third of 

the board must be comprised of independent directors. The second one requires all 

listed firms to have an audit committee comprised of at least three independent 

directors. The definition of independent directors has also been revised to include 

non-employees that have a material financial relationship with the company or 

personal relationship with its top executives. In 2000 the SET established two 

principles which are not legal requirements: the Code of Best Practice for Directors 

and the Best Practice Guidelines for Audit Committee. The Code indicates functions 

and responsibilities of listed company directors, while the Guidelines suggest that the 

audit committee review the reliability of financial statements and assess the 

effectiveness of internal control and internal audits. The Guidelines also state that at 

least one audit committee member must have knowledge, understanding or experience 

in accounting or finance, and being knowledgeable of events affecting changes in 
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financial reporting processes. Although the SET does not require an internal audit, its 

Guidelines state that a listed firm should set up an internal audit department or 

outsource the service. 

In contrast to the US SEC, which utilizes a mandatory approach by enforcing 

the Sarbanes–Oxley Act, the Thai SEC’s approach is to gradually encourage listed 

firms to improve their corporate governance by conducting campaigns, distributing 

educational materials, providing a 50 percent fee discount to companies with a high 

corporate governance rating, and offering one-year coaching to the audit committee of 

newly-listed firms. In the fourth quarter of 2004, the SEC conducted a campaign by 

sending letters to all listed companies, encouraging them to strengthen their corporate 

governance based upon the 15 principles of the SET. In 2005, the SEC published and 

distributed the “Director’s Handbook,” describing the roles, responsibilities, and 

fiduciary duties of listed company directors under Thai law and corporate governance 

practices. Besides this “soft” approach, the SEC has established the “Director 

Responsibilities Steering Committee” to monitor directors’ activities (Chalee 

Chantanayingyong, 2005). If there is evidence of improper or illegal conduct, the 

committee may issue directors with “yellow cards” or in some serious cases, “red 

cards,” which will automatically put the directors’ names on the SEC blacklist. A 

blacklisted person is ineligible to maintain a directorship in any listed companies. 

Since March 1, 2005, listed companies’ directors are also required to register with the 

SEC so that the SEC can impose the above administrative sanctions on directors that 

fail to perform their fiduciary duties. As of November 2005, no directors have been 

reprimanded.  

The SEC has also proposed to the government an amendment to the SEA 

which will spell out clearly the directors’ fiduciary duties, legal responsibilities, and 

penalties for failure to carry out their duty (Thirachai Phuvanatnaranubala, 2004a). 

Per this proposed amendment, directors of listed firms could be sued by both the 

company and the shareholders to recover any gains illegally obtained through 

connected transactions. This proposal has been accepted by the government and is 

currently in the drafting process. 
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3.2.4 The Rights and Treatment of Minority Shareholders 

To protect minority shareholders, both the SET and the SEC have amended 

their rules related to transactions that are “connected” to the major shareholders and 

the top executives. Connected transactions can be detrimental to minority 

shareholders because the company’s funds or benefits may be siphoned out to the 

major shareholders or the top executives (Thirachai Phuvanatnaranubala, 2004b). The 

new SET rules provide a clearer definition of connected transactions and require these 

transactions to be approved by shareholders. Companies also have to provide written 

details about these transactions to both their shareholders and the SEC prior to the 

shareholder meeting date. The new rule provides the SEC with the power to intervene 

in case of inappropriate connected transactions by requiring explanations from the 

company or issuing an order for rectifications. If the company insists on pursuing 

inappropriate connected transactions, the SEC can issue a public statement to warn 

the shareholders. 

In 2004 the SEC was able to stop six inappropriate transactions worth 3,000m 

baht ($70m), and also issued orders for rectification of three transactions worth 

1,500m baht (Chalee Chanatanayingyong, 2004b) The Public Company Act has also 

been amended to prohibit loans to major shareholders, top executives, and directors. 

Thirachai Phuvanatnaranubala (2004a) stated that the SEC has recently proposed to 

the government four amendments to the SEA: (1) enhancing the rights of small 

shareholders to request public companies to convene meetings; (2) specifying 

procedures to follow transactions connected with major shareholders or company 

executives; (3) setting the penalties for both civil and criminal cases for failure to 

inform shareholders of important information; and (4) strengthening the enforcement 

power of the SEC so that the SEC shall, for the first time, be able to take civil action 

against unfair trading practices. This proposal has been accepted by the government 

and is currently in the drafting stage. The SEC also proposed to the government the 

enactment of the law to allow for class action suits which would help small 

shareholders minimize their legal expenses by pulling together their resources 

(Thirachai Phuvanatnaranubala, 2004b). To strengthen enforcement, the prime 

minister has also issued an order setting up a committee comprising the SEC and/or 
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the BOT, the police, and the attorney general to coordinate cases for prosecution. 

From 1999 to June 2005, the SEC filed criminal complaints against current and 

former executives of three listed companies, alleging corporate fraud and/or 

misappropriation of the company funds (two of these companies were also charged 

with violating financial reporting rules). The first complaint filed in 1999 resulted in a 

sentence of five-year imprisonment without probation against two former executives. 

Since 2005 the Thai government has also set up a special unit to investigate financial 

fraud, and is considering an increase in penalties for both civil and criminal cases. The 

establishment of this special unit could help speed up the prosecution process, which 

currently takes 5–10 years. In addition to these regulatory disciplines, the SEC and the 

SET established in May 2002 an Association for Minority Shareholders to educate 

small investors on investment issues, shareholders’ rights, corporate governance, and 

encourage them to exercise their rights at shareholders’ meeting. Both the SEC and 

the SET also have on their websites an investor education centre which provides a 

wide variety of useful information about investments. Investors can also use the SET 

website to access the name of directors and majority shareholders of any listed 

companies, and download the latest annual filing (Form 56-1) and the last one or two 

interim reports of all listed companies. As a result, investors have started to demand 

more accountability from top management and directors, as news reporting a small 

shareholders’ protest at a shareholder meeting has begun to appear (Deunden 

Nikomborirak and Somkiat Tangkitvanich (1999). 

3.2.5 The Rights and Treatment of Minority Shareholders 

3.2.5.1 Creditors 

Creditors themselves must have good corporate governance before they 

can effectively monitor their debtors’ governance. To cope with the weaknesses in 

corporate governance of financial institutions, the Bank of Thailand (BOT), which has 

oversight power over Thai financial institutions, has established seven measures since 

2002 to promote corporate governance among commercial banks and finance 

companies. The first measure is to prohibit banks and finance companies from lending 

to related parties in an excessive amount or with favorable terms, and requiring loans 
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to related parties to be approved by the BOD. The second measure is issuing the 

Financial Institution Directors’ Handbook, which spells out the fiduciary duties of 

directors as well as their role in monitoring management, and discusses criminal 

liabilities arising from their breach of duties. The third measure is about the external 

auditors, who must be approved by the BOT and rotated every five years. The BOT 

further requires auditors to fulfill a specific scope of audit work, and provide the BOT 

with an annual report assessing the efficiency of a bank’s internal control and internal 

auditors’ competency, as well as describe any unusual lending transactions. The 

fourth measure concerns internal auditors’ responsibilities and the scope of internal 

audit work and reporting. The BOT also encourages a bank’s internal auditor to apply 

other internal control guidelines issued by the Institute of Internal Auditors, COSO,19 

the SET and the ICAAT. The fifth measure is the required disclosure of directors’ and 

top executives’ compensation, and transactions related to the bank executives or an 

entity in which its directors or top executives own at least 10 percent of the entity’s 

paid-up capital. The sixth measure is prohibiting a bank’s directors and top executives 

from serving as the board chairperson or the executive director of more than three 

other companies. The seventh measure concerns specific guidelines regarding the 

BOD independence and required board committees. In particular, no more than one-

third of the board of a bank can be executive directors, and the board must have at 

least three independent directors, or a ratio of one independent director to four 

directors, whichever is higher. The guidelines also provide a specific definition of an 

independent director. Additionally, the guidelines require the board of a bank to have 

an audit committee with at least three directors, two of whom must be independent, 

and a risk management committee which reports to the audit committee and has at 

least five members from the board and/or the executives.  

The BOT has also required financial institutions to set a reserve for loan 

losses based upon debtors’ cash flow position and ability to pay back instead of 

comparing collateral value to the principle amount of debt. To improve the 

competitiveness of the financial sector, the Thai government and 12 other Asian 

nations have tried to promote Asian bonds by organizing the Asian Bond Markets 

Initiative, which provides online access to financial and regulatory information about 
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the region’s bond markets. Further development of bond markets might help motivate 

banks to increase their operational efficiency and to become more active in 

monitoring the corporate governance of their debtors. Because the pre-crisis 

bankruptcy law did not provide sufficient protection for creditors, the Thai 

government, in compliance with the IMF’s call for legal reform, rapidly enacted a 

new Bankruptcy Act in March 1998, amending the Bankruptcy Act of 1940. The new 

law incorporates elements of the US Bankruptcy Codes Chapter 11, the UK 

Insolvency Law, and the Singapore Companies Act Regarding Judicial Management. 

The new law has the following five major changes which enhance the creditor rights 

that were not part of the old law (Kitipong Urapeepatanapong, Sawanee Sethsathira 

and Chirachai Okanurak., 1998). First, for the first time in Thai history, the law 

allows for reorganization as an alternative to bankruptcy (liquidation of a debtor’s 

assets). Second, at least 50 percent of creditors must approve the reorganization plan 

before the court can approve the plan. This important right of creditors to vote for or 

against the plan increases the creditors’ chance to gain control over the debtors and 

possibly receive repayment of debts greater than that which would be received if the 

debtors were declared bankrupt. Third, creditors can also vote for or against the 

planner’s appointment. Fourth, the reorganization plan can be submitted by creditors, 

debtors or relevant state agencies. Fifth, if the debtor meets the requirement per the 

Act and the court has approved the reorganization, creditors may provide further 

financial assistance to insolvent debtors without losing the right to make claim to 

payments in a future bankruptcy case. In sum, this new law should protect insolvent 

debtors while improving creditor rights, thereby providing incentives to foreign 

creditors to inject funds to reorganize businesses. The new law has the following 

shortcomings, however (Baker and Mckenzie, 2003). First, similar to the old law, the 

debtor’s insolvency must be established by proving that the liabilities have exceeded 

the assets (the balance sheet test). A more accurate indicator of insolvency would be 

the debtor’s inability to pay debt when due (the cash flow test). Second, the official 

receiver has the sole discretion to determine which creditors can vote on a 

reorganization plan. The official receiver’s order is final, leaving the creditors with no 

recourse to appeal. Third, the Act limits the rights of secured creditors to enforce their 
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security once the debtor receives approval for reorganization. This limit may lead to 

secured creditors voting against the plan to subject the debtor to bankruptcy 

(liquidation). Fourth, Section 94 of the old law remains part of the new law; i.e. 

creditors that extended credit to a debtor knowing the debtor was insolvent would be 

prevented from sharing the proceeds of a distribution of the debtor’s assets in a 

subsequent bankruptcy case. Such creditors cannot claim loans extended to the debtor 

before the court’s approval of the debtor’s reorganization. Fifth, the Act gives the 

court wide discretion in supervising reorganization. Because the Act is relatively new, 

with little or no precedent to guide the court, there is a concern that the court’s 

discretion may be used in a manner inconsistent with the creditor rights. Indeed, 

Japanese investors started to question the credibility of the law after the central 

Bankruptcy Court’s recent resolution on the Siam Strip Mill case in favor of the 

company’s owner (Nareerat Wiriyapong, 2003) In addition, the Act is not designed to 

deal with a major problem of Thailand, which is liquidation and foreclosure 

(Vatikiotis, 1998) The process of liquidating a company’s assets and foreclosing on 

property remains hostage to a cumbersome legal process that can take as long as five 

years. A bankruptcy will still be administered by an official receiver’s office which 

does not aggressively collect money owed to the creditors. This means that foreign 

creditors would still have a very difficult time obtaining insolvent companies’ assets 

and the collateral behind bad loans. 

3.2.6 Institutional Investors 

The only institutional investor which has significantly affected Thai corporate 

governance is the California Public Employees’ Retirement System (CalPERS). In 

February 2002, CalPERS announced that it would divest investments in Thailand and 

three other ASEAN countries following its review of corporate governance, 

transparency, and market factors for emerging markets (Nuntawan Polkuamdee, 

2002). In response to CalPERS’s announcement, the Thai government set up a 

national level committee on corporate governance headed by the prime minister, and 

declared 2002 the “Year of Good Corporate Governance.” This national-level 

committee has six subcommittees. The first subcommittee is responsible for 
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proposing: (1) amendments to the Public Company Law, and (2) a method to enhance 

corporate governance of listed companies. The second subcommittee reviews 

accounting, external auditing, and internal auditing standards, and the code of ethics 

for accountants, and drafts an Accounting Profession Act. The third subcommittee 

reviews the code of best practices for listed companies and proposes additional 

guidelines to raise the standards of corporate governance. The fourth subcommittee 

sets principles for raising the corporate governance standards of commercial banks, 

finance companies, and insurance companies. The fifth subcommittee sets principles 

for raising corporate governance standards of securities and investment management 

companies. The sixth subcommittee conducts a promotion plan to educate the public 

on corporate governance. Although Thai institutional investors have been inactive in 

terms of corporate governance, this could be changed as a result of the establishment 

of the Institutional Investors Club in July 2002. The club members which are mutual 

funds, provident (retirement) funds, social security funds, and insurance companies, 

are encouraged to use corporate governance as one of their investment criteria and to 

exercise their monitoring judgment more vigilantly in their voting at a company’s 

annual meeting. Consistent with the club’s objective, the SEC may soon require 

managers of Thai mutual funds to use corporate governance as one of their investment 

criteria and to disclose to fund-holders how they incorporate corporate governance in 

their voting. 

3.2.7 Employees 

Deunden Nikomborirak and Somkiat Tangkitvanich (1999) points out that 

employees have not contributed to any improvement in Thai corporate governance 

since the crisis. Because of the worsening condition of the job market and the lack of 

legal protection, employees have become even more hesitant to speak up and 

participate in corporate governance for fear of losing their jobs. Additionally, stock 

options have become a less desirable means to compensate employees due to the poor 

performance of the Thai stock market. 
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3.3 Corporate Governance Rating 

The Thai Institute of Directors Association (Thai IOD), in close cooperation 

with the Stock Exchange of Thailand and the Securities and Exchange Commission-

Thailand, has played a central role in encouraging Thai publicly-listed companies to 

adopt good governance practices that meet international standards. One outcome of 

this continuing dedicated effort is a series of Corporate Governance Report of Thai 

Listed Companies (CGR). The evaluation framework was based on the Principles of 

Good Governance developed by the Organization for Economic Cooperation and 

Development (OECD). The Thai IOD adapted these internationally-accepted 

principles into an evaluation template to assess corporate governance practices of 

public companies in Thailand since 2002.  

The CGR series can be used by companies, investors, financial advisors, and 

regulators, among others. The governance principles in the CGR cover a wide range 

of important criteria that good governance firms should strive to achieve. The reports 

are instructive, recommending the actions required to achieve international best 

practices. Individual company reports will also help each firm to compare its 

governance practices with its peers and to learn how the company measures up to 

international standards. Recently, the Office of the Securities and Exchange 

Commission, Thailand, has encouraged securities analysts to disclose the corporate 

governance scoring from the CGR in their analyst reports on companies that they 

perform a securities analysis. 

From 2002 to 2009, it was already eight years in surveying. The results have 

been encouragingly and have enhanced the corporate governance score year by year. 

The latest result in 2009, as the average score of the 290 studied companies, was 82 

percent, with a 7 percentage point improvement from 2008. When comparing the 274 

companies covered in both year studies, the average score has increased 4 percentage 

points, from 78 percent to 82 percent. The gap between the highest and the lowest 

score has also narrowed. The range between the highest and the lowest score in 2009 

as between 97 and 49 compared to 95 and 43 in 2008. 
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3.3.1 Survey Methodology: IOD 

The overarching goal for this study is to encourage Thai companies to strive 

toward international best practices of corporate governance. The series of annual 

Corporate Governance Reports provide a chronicle of the development and 

improvement of corporate governance practices. In order to gauge the improvement, 

there must be methods to evaluate the practices currently used. With a systematic 

framework and methodology, consistently and objectively applied, one can 

objectively assess the state of corporate governance practices in Thailand. 

Rights of Shareholders:  Shareholders’ rights should be protected by the 

corporate governance structure. In addition, the corporate governance structure should 

also make it easy for shareholders to exercise their rights. In the 2009 survey, there 

were 24 questions that assessed the rights of shareholders. In the calculation of the 

final score, the responses for this section received a weighting of 20 percent. 

Equitable Treatment of Shareholders: All shareholders should be treated 

equitably and the corporate governance structure should be designed to ensure this. 

Foreign shareholders and owners of small stakes (minority shareholders) should also 

be treated equitably. All shareholders should have the opportunity to obtain effective 

redress for violations of their rights. Performance is this category is assessed through 

15 questions. This section received a weighting of 15 percent in the calculation of the 

final score. 

Role of Stakeholders: The corporate governance framework should recognize 

the rights of stakeholders established by law or through mutual agreements and 

encourage active cooperation between corporations and stakeholders in creating 

wealth, jobs, and the sustainability of financially sound enterprises. This category has 

a total of 10 questions and received a weighting of 15 percent in the calculation of the 

final score. 

Disclosure and Transparency: The corporate governance framework should 

ensure that timely and accurate disclosure is made on all material matters regarding 

the corporation, including the financial situation, performance, ownership, and 

governance of the company. This category has a total of 33 questions. This section 

received a weighting of 25 percent in the calculation of the final score.  
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Board Responsibilities: The corporate governance framework should ensure 

the strategic guidance of the company, the effective monitoring of management by the 

board, and the board’s accountability to the company and the shareholders. Fifty 

questions make up this last category. The score for this section received a weighting 

of 25 percent in the calculation of the final score. 

Using the OECD principles as a basis, a comprehensive corporate governance 

practices survey was created to profile the corporate governance practices observed at 

Thai companies. The survey, with 132 individual measures, is unique among other 

corporate governance survey instruments. Instead of simply noting the presence or 

absence of a corporate governance practice, this survey instrument permits assessment 

of corporate governance practices in two dimensions. A firm can be scored in terms of 

the quantity of every governance practice employed, in other words, if a specific 

corporate governance practice is present or absent. On the other hand, the quality of 

each governance practice can also be assessed. Three different levels are used to 

establish the quality of a practice: ”poor,” which means the observed practice for a 

measure is unsatisfactory or completely absent; “good,” meaning the practice meets 

local standards and practice; and “excellent,” which means a practice exceeds local 

standards and meets international best practices. The survey instrument used this year 

is largely the same as the survey used in 2006, with the addition and refinement of a 

small number of questions. 

The 448 firms included in the 2008 survey are more than the 402 public 

companies in the 2006 survey. Firms from both the Stock Exchange of Thailand 

(SET) and the Market for Alternative Investment (MAI) are included in this year’s 

survey to be included in the survey the firm must have a complete set of financial 

statements and be publicly traded for the entire survey year (2007). Any firm that 

entered the SET during the year was excluded as was any firm under rehabilitation or 

being reviewed for non-compliance with laws and regulations. 

Data acquisition is the first stage of the project. The survey team assembles 

publicly available documents, which is consistent with the viewpoint of a small 

outside investor. The survey team uses annual reports, shareholder meeting 

announcements and minutes, company websites, and articles of association and 
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regulatory filings (such as SEC Form 56-1) and other SET documents as the basis for 

scoring. 

It may seem that evaluation of corporate governance practices will forever 

remain a subjective task. However, the survey instrument has been carefully designed 

to make the quality and quantity of corporate governance activities objectively 

measurable. Whenever possible, measures used to assess corporate governance 

practices have been made quantifiable. Each company is evaluated on virtually every 

questioning the survey, receiving a “poor,” ”good,” or ”excellent” score for every 

question. In an effort to nearly eliminate subjectivity in scoring, each question is 

scored and then audited by a different member of the research team. After scoring, the 

full survey is audited with differences carefully noted and reconciled. Surveys are 

crosschecked and rescored as needed. Checks are completed on the set of surveys to 

ensure internal consistency and accurate cross-firm comparisons. Company data are 

tabulated, scored, and analyzed in a database. Final scores are calculated for each 

firm, taken from survey question scores and bonus/penalty questions. The final scores 

are scaled on a 0-100 percent scoring range. From the survey results, a corporate 

governance score for each firm and a score for each section of the survey can be 

prepared. The survey questions of IOD are shown in the Appendix C. 

3.4 Summary 

Thailand’s corporate governance of publicly-listed companies has taken many 

steps to improve its corporate governance, using both voluntary and mandatory 

approaches. The voluntary approaches include best practice guidelines for boards of 

directors and audit committees, and corporate governance ratings. The mandatory 

approaches include revising laws and regulations to enhance the rights of minority 

shareholders and creditors, to increase the accountability of the boards of directors, 

and to make accounting and auditing standards consistent with international 

accounting standards and international standards of auditing. The Thai SEC has also 

increased its efforts to educate and protect small investors, and has strengthened its 

enforcement to enhance the reliability of financial reports. In contrast to the US 



88 

 

 

 

Sarbanes–Oxley Act, Thai regulations place much higher accountability upon the 

BOD than upon top executives. Regardless of much progress in Thai corporate 

governance, further improvement is needed with respect to minority shareholder 

protection and education, the responsibilities of the BOD versus top management, the 

BOD structure of financial institutions, further amendments to the new Bankruptcy 

Act, the need for whistleblower laws, and the valuation of certain assets. 

There has been a continuous effort of the Thai Institute of Directors 

Association (IOD) in studying the corporate governance practices of Thai companies 

listed on the Stock Exchange of Thailand (SET) and the Market for Alternative 

Investment (MAI). The survey has consisted of eight years of the study to date since 

2002.  The survey questions of the IOD in 2009 are shown in Appendix C. 

 



 

CHAPTER 4  
 

 

RESEARCH METHODOLOGY 

This chapter presents the research design, the unit of analysis, information on 

data collection, operational definitions and measurements, and data analysis for tje 

conceptual framework revision and the revised tested hypotheses. 

4.1 Research Design 

This study focuses on the determinants of corporate governance on publicly-

listed companies in Thailand. In the study, quantitative and qualitative approaches 

were employed. Nevertheless, the quantitative analysis part is hard core study and the 

qualitative analysis part was designed to be supportive. 

For the quantitative approach, the population consisting of 290 publicly-listed 

firms on the stock exchange of Thailand (SET) who attended Corporate Governance 

Rating 2009 by the National Corporate Committee under the support of the Security 

and Equity Commission (SEC) of Thailand and the Thai Institute of Directors (IOD) 

were the units of analysis.  The dependent variable was corporate governance rating 

and the independent variables as determinants of corporate governance were drawn 

from the literature review. The questionnaire was also designed from the literature 

review and advice from the researcher’s advisor and the head of corporate governance 

promotion, the Stock Exchange of Thailand (SET), as shown in Appendix A. The 

questionnaire was conducted through pretest reliability through senior managers of 

publicly-listed companies who understood corporate policy regarding corporate 

governance implementation. Nevertheless, questionnaire respondents were designed 

directly to company secretary or managing director through the corporate governance 

promotion database, which belonged to the SET. Sometimes, the managing director or 

Secretary company assigned a representative for the response such as the chief
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financial officer, board director, or human resource manager or public relations 

manager because the researcher requested at the beginning authorized representatives 

who understood corporate governance implementation at the corporate level. Once the 

researcher received the responses from the companies, reliability was tested again to 

determine the degree of questionnaire reliability and clarification appropriateness. The 

determinants were re-grouped through factor analysis derived from actual response 

data. In order to make sure of appropriateness in ordinary multiple regression 

application, the researcher tested the scatter plot between independent variable and 

dependent variable and the scatter plot of the standardized regression residuals and 

standardized regression predicted value. It had to be a linear relationship which was 

applicable for utilizing the stepwise ordinary multiple regression to find out the 

determinants of the overall stock market and business sectors.  

The qualitative approach aimed at in-depth interviewing of companies who 

one the award for the SET’s top corporate governance report during 2008-2009. 

These companies were selected because we wanted to understand what the 

determinants of corporate governance were and how they to succeed in corporate 

governance performance. The in-depth interview guideline is shown in Appendix B. 

The qualitative part will support for reasoning the determinant in specific business 

sectors (PTT, BCP and RATCH are from resource sector and KBANK is from 

financial sector). Four companies winning the award were Petroleum Authority of 

Thailand (PTT), Ratchaburi Electricity Generating Holding Public Company Limited 

(RATCH), Bangchak Petroleum Public Company Limited (BCP) and Kasikornbank 

Public Company Limited (KBANK). The interviewees were the company secretary or 

managing director or the authorized representative for MD or the secretary that 

understood corporate governance implementation at the corporate level. The 

interviews at company office were face to face and took at least one and a half hours. 

Quantitative approach is main study in determinants of corporate governance 

study. There is no specific chapter devoted to the qualitative part of this study, but the 

findings from the in-depth interview were analyzed and act as supportive evidence for 

Chapter 6: Determinants of Corporate Governance and Chapter 7: Conclusion and 

Recommendations. 
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4.2 Unit of Analysis 

In the study, the unit of analysis was at the organizational level, with 290 

publicly-listed companies as the population. The 290 companies were evaluated in 

2009 by the National Corporate Committee under the support of the Security and 

Equity Commission (SEC) Thailand and the Thai Institute of Directors (IOD). We 

targeted to collect response from this population as much as possible for better 

statistical analysis. 

4.3 Operational Definition and Measurement 

Table 4.1 shows the operational definitions and measurements parallel with 

question numbers on variable. The questionnaire is shown in Appendix A. The 

dependent variable is corporate governance rating 2009, which are collaboratively 

conducted by the National Corporate Committee with the support from the Security 

and Equity Commission (SEC) Thailand and Thai Institute of Directors (IOD). 

The independent variables were divided into five areas of the study; namely, 1. 

corporate governance policy implementation, 2. board characteristics, 3. directors’ 

ethics, 4. stakeholder influence, and 5. benefit expectations from corporate 

governance.  

The corporate governance policy implementation area can be split into 5 sub-

areas: clarity of corporate governance and priority & policy continuation, 

communication, resource allocation, incentive for implementer, and implementer’s 

attitude towards corporate governance. Likewise, the stakeholder influence area was 

able to be broken into two areas of study: debtor influence and institutional 

shareholder influence. 
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Table 4.1  Operational Definition and Measurement on Variables 

Area Variable Definition Measurement 
Question 

Number 

Dependent Variable 

Corporate 

Governance 

Rating 

Corporate Governance 
Rating 

Classification for 
corporate governance; 
excellent, very good, 
good, satisfactory, and 
pass level. 

4 for excellent, 3 very 
good, 2 good, and 1 
below good 

 

Independent Variables 

Corporate 

Governance 

Policy 

Implementation 

The clarity of CG 
policy and priority and  
policy continuation  

The clarity of CG 
policy (written policy, 
code of conduct, 
program) and policy 
priority 

Rating Score 1-4 

Communication 

The effective 
communication for 
corporate governance 
policy implementation 

Rating Score 5-6 

Resource Allocation 

Resource allocation 
for corporate 
governance policy 
implementation: 
capable/qualified 
responsible persons, 
knowledge, 
technology support 
and financial resource.  

Rating Score 8-11 

Incentive for 
Implementer 

Motivation incentive 
or performance 
engagement with 
corporate governance / 
code of conduct 
implementation: 
special bonus, salary 
increment, job 
promotion. 

Rating Score 12-13 

Implementers’ 
Attitude toward CG 

Attitude towards 
corporate governance. 

Rating Score 14-15 

Board 

Characteristics 

Board of Directors 
Independence 

The composition of 
independent directors. 

Factor or percentage  

Director Ethics Director Ethics 
The importance of 
directors ethics 

Rating Score 16-18 

 

 

 

 



93 

 

 

 

Table 4.1  (Continued) 

Area Variable Definition Measurement 
Question 

Number 

Independent Variables 

Stakeholder 

Influence 

Debtor 
Debtor influence on 
corporate governance. 

Factor or percentage 
of debt to total asset 

 

Institutional 
Shareholder 

Institutional 
shareholder influence 
on corporate 
governance. 

Factor or percentage 
of institutional share to 
total common share 

 

Benefit 

Expectation 

from corporate 

governance 

Benefit from good 
corporate governance 

Result from good 
Corporate Governance  

Rating Score 19-24 

 

According to Table 4.1, corporate governance policy implementation is 

designed with a rating score surveyed from the company secretary’s opinion on a 

Likert scale from one to four; “4” was defined as Strongly Agree and otherwise “1” 

was defined as Strongly Disagree, as shown in Table 4.2 The board of directors’ 

ethics and benefit expectations from corporate governance were also measured on a 

Likert scale. The board of directors independence was measured according to the 

factor or percentage of number of independent directors to total directors on the 

board. Debtor influence was measured according to the factor or percentage of debt to 

total asset. Similarly, institutional shareholder influence was measured according to 

the factor or percentage of institutional share against common share.  

Table 4.2  Likert Scale for Dependent Variable and Independent Variable 

Likert Scale for Dependent Variable Likert Scale for Independent Variables 

Corporate Governance Rating Likert scale  Likert Scale 

Excellent  4 Strongly Agree 4 

Very Good 3 Agree 3 

Good 2 Disagree 2 

Below Good 1 Strongly Disagree 1 
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4.4 Data Collection 

Table 4.3 displays the data source. The data for this study came from primary 

the data from the questionnaires, as shown in Appendix A, and the secondary data 

were collected from the SET SMART database or the IOD database, as shown in 

Table 4.3. The primary data cover corporate governance policy implementation, board 

of directors’ ethics, and benefit expectations from good corporate governance.  

Table 4.3  Data Source 

Area Variable Definition Data Source 

Dependent Variable 

Corporate 

Governance 

Rating 

Corporate Governance 
Rating 

Classification for corporate 
governance; excellent, very 
good, good, satisfactory, and 
pass level. 

The Thai Institute of 
Directors 

Independent Variables 

Corporate 

Governance 

Policy 

Implementation 

The clarity of CG 
policy and priority and  
policy continuation  
 

The clarity of CG policy 
(written policy, code of 
conduct, program) and policy 
priority 

Questionnaire with Company 
Secretary or MD or 
authorized representative 
who understand  corporate 
policy in CG implementation 

Communication 
The effective communication 
for corporate governance policy 
implementation 

Questionnaire with Company 
Secretary or MD or 
authorized representative 
who understand  corporate 
policy in CG implementation 

Resource Allocation 

Resource allocation for 
corporate governance policy 
implementation: 
capable/qualified responsible 
persons, knowledge, 
technology support and 
financial resource.  

Questionnaire with Company 
Secretary or MD or 
authorized representative 
who understand  corporate 
policy in CG implementation 

Incentive for 
Implementer 

Motivation incentive for 
corporate governance policy 
implementation: special bonus, 
salary increment, job 
promotion. 

Questionnaire with Company 
Secretary or MD or 
authorized representative 
who understand  corporate 
policy in CG implementation 

Implementers’ 
Attitude toward CG 

Attitude towards corporate 
governance 

Questionnaire with Company 
Secretary or MD or 
authorized representative 
who understand  corporate 
policy in CG implementation 
realize corporate policy 
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Table 4.3  (Continued) 

Area Variable Definition Data Source 

Independent Variables 

Board 

Characteristics 

Board of Director 
Independence 

The composition of 
independent directors. 

SET SMART database 

Director Ethics Director Ethic 
The importance of directors 
ethics 

Questionnaire with Company 
Secretary or MD or 
authorized representative 
who understand  corporate 
policy in CG implementation 

Stakeholder 

Influence 

Debtor 
Debtor influence on corporate 
governance. 

SET SMART database 

Institutional 
Shareholder 

Institutional shareholder 
influence on corporate 
governance. 

SET SMART database 

Benefit 

Expectation 

Benefit from good 
corporate governance 

Result from good Corporate 
Governance  

Questionnaire with Company 
Secretary or MD or 
authorized representative 
who understand  corporate 
policy in CG implementation 

 

For the primary data, in part of corporate governance policy implementation, 

they were associated with clarity of corporate governance policy, communication, 

resource allocation, incentives for implementer, and implementer’s attitude towards 

corporate governance. The questionnaires were distributed via e-mail through 

company secretaries, with the assistance of the corporate governance promotion 

department and the Stock Exchange of Thailand (SET). The department was a focal 

point in forwarding.  

Furthermore, one week after sending the questionnaires to the company 

secretaries, the researcher conducted phone calls for follow-up because it was 

considered a more effective manner for receiving the data compared to printing 

questionnaire on paper, which would have taken a longer time for the respondents to 

read and to make a decision. Certainly, the respondents were more willing to respond 

to interviewers through a phone call when they were available. Aside from this, the 

researcher also contacted old friends and friends of friends to reach the company 

secretary. This was one effective channel to obtain questionnaire feedback. 

In part of secondary data, the results from the corporate governance rating 

were obtained from the website of the Thai Institute of Directors (IOD).  Other 
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variables, such as the board independence ratio for fiscal year 2009, the debt portion 

for fiscal year 2009, and the institutional shareholder share for fiscal year 2009 were 

obtained from the SETSMART database.  

4.4.1 Company Respondents 

The research took three and a half months to gather the data from the 

questionnaire, from May 1 to August 15 in 2010. Properly responded to 

questionnaires were accounted at 62.7%, or 182 out of 290.   

There were four groups of respondents:; company secretaries at 141 

respondents (77.5%), heads of company (MD) at 3 respondents (1.6%), top 

management (deputy MD) at 2 respondents (1.1%), and PR or HR department 

managers at 27 respondents (14.8%). The majority of respondents were company 

secretaries because the heads of the corporate governance promotion department, 

SET, sent the questionnaires directly to the company secretary and managing 

directors. Most of the companies assigned the company secretary in charge of the CG 

public channel. Nevertheless, the company secretary or MD was able to assign 

authorized representatives to respond to the questionnaire, such as the CFO, HR or PR 

manager, as shown in Table 4.4. 

Table 4.4 Company Respondents 

 

 

 

 

 

 

 

 

Position Number Percentage 

Company Secretary 141 77.5% 

Head of Company (MD)  3 1.6% 

Top Management (Deputy MD) 2 1.1% 

PR or HR Department Manager 27 14.8% 

Total  Respondents 182 100.0% 
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4.4.2 Corporate Governance Rating Respondents 

According to Table 4.5, the majority of respondents to the questionnaire were 

from is from Excellent Corporate Governance companies at 84.6%. The second 

largest group was a very Good Corporate Governance rating—58.7%. The third 

majority was below a good Corporate Governance, at 57.1%.  Nevertheless, with this 

group, there were only 14 companies representing the smallest population in this 

study. The smallest majority has a Good Corporate Governance of 56.9%.  

Table 4.5 Response with Corporate Governance Rating 

Corporate 

Governance 

Rating 

Population 
Responding 

Companies 

Response Rate  

within Corporate 

Governance Rating 

Class 

Below Good 14 8 57.1% 

Good 86 49 56.9% 

Very Good 138 81 58.7% 

Excellent 52 44 84.6% 

Total 290 182 62.7% 

 

The researcher would like to remark that the feedback from excellent 

corporate governance companies was the quickest in responding to the due date 

requested. Obviously, these companies are very keen on collaborating on the research 

study and have a strong will to advertise or share their CG performance with the 

public. The feedback from companies with a very good CG rating was the second 

most prompt. The feedback from companies with a very good CG rating and below a 

good CG rating was relatively similar in terms of response rate.  Nevertheless, the 

researcher feels that the companies with below a good CG rating did not have the 

willingness to participate in the research study and the researcher had to keep 

requesting them in order to achieve a rational number of responses for statistical 

analysis. 
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4.4.3 Business Sector Respondents 

As can be seen in Table 4.6, among the business sectors, the highest response 

rate came from the agriculture & food sector at 84%. The second highest response 

rate was from the resources sector at 81.3%. The lowest response was is from the 

MAI at 44.8%. The researcher feels that MAI companies refused to respond to the 

questionnaire. The company secretaries are reluctant when the researcher contacted 

him/her for feedback. It sounded as though they did not pay attention to the 

implementation of corporate governance and had no direct contact with. 

Table 4.6 Response Rate with Business Sectors 

Corporate Governance 

Rating 

290 

companies 

Responding 

Companies 

Responded Rate 

within Business Sector 

Finance 41 28 68.3% 

Industry 31 21 67.7% 

Property Development& 
Construction 

54 25 46.3% 

Consumer 22 13 59.1% 

Resource 16 13 81.3% 

Agriculture & Food 25 21 84% 

Technology 22 13 59.1% 

Service 50 35 70.0% 

MAI 29 13 44.8% 

Total 290 182 62.7% 
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Table 4.7 Number and Response Rate in Each Business Sector Compared with 

Corporate Governance Rating 

Business Sector 
Number/Response Rate with 

Business Sector 

Corporate Governance Rating 

Total 

Below Good Good Very Good Excellent 

1. Finance 

Number 1 2 13 12 28 

Response rate compared within 
Business Sector 

3.6% 7.1% 46.4% 42.9% 100.0% 

Response rate within corporate 
governance rating class 

12.5% 4.1% 16.0% 27.3% 15.4% 

2. Industry 

Number 0 11 4 6 21 

Response rate compared within 
Business Sector 

0.0% 52.4% 19.0% 28.6% 100.0% 

Response rate within corporate 
governance rating class 

0.0% 22.4% 4.9% 13.6% 11.5% 

3.  Property 

Development& 

construction 

Number 2 6 13 4 25 

Response rate compared within 
Business Sector 

8.0% 24% 52.0% 16.0% 100% 

Response rate within corporate 
governance rating class 

25.0% 12.2% 16.0% 9.1% 13.7% 

4. Consumer 

Number 1 5 6 1 13 

Response rate compared with 
Business Sector 

7.7% 38.5% 46.2% 7.7% 100% 

Response rate within corporate 
governance rating class 

12.5% 10.2% 7.4% 2.3% 7.1% 

5. Resource 

Number 0 0 3 10 13 

Response rate compared with 
Business Sector 

0.0% 0.0% 23.1% 76.9% 100% 

Response rate within corporate 
governance rating class 

0.0% 0.0% 3.7% 22.7% 7.1% 

6.  Agriculture& 

Food 

Number 2 6 11 2 21 

Response rate compared with 
Business Sector 

9.5% 28.6% 52.4% 9.5% 100% 

Response rate within corporate 
governance rating class 

25.0% 12.2% 13.6% 4.5% 11.5% 

7. Technology 

Number 0 3 6 4 13 

Response rate compared with 
Business Sector 

0.0% 23.1% 46.2% 30.8% 100% 

Response rate within corporate 
governance rating class 

0.0% 6.1% 7.4% 9.1% 7.1% 

8. Service 

Number 2 8 20 5 35 

Response rate compared with 
Business Sector 

5.7% 22.9% 57.1% 14.3% 100% 

Response rate within corporate 
governance rating class 

25.0% 16.3% 24.7% 11.4% 19.2% 

9. MAI 

Number 0 8 5 0 13 

Response rate compared with 
Business Sector 

0.0% 61.5% 38.5% 0.0% 100% 

Response rate within corporate 
governance rating class 

0.0% 16.3% 6.2% 0.0% 7.1% 

Total Number 8 49 81 44 182 

Percentage within corporate governance rating 

class 
4.4% 26.9% 44.5% 24.2% 100.0% 
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It can be concluded that the response rates were distributed through very 

business sectors and corporate governance rating, as shown in Table 4.7, and we can 

summarize as follows. 

1 Finance sector: there were 28 companies in this sector. Within the group 

(finance sector), it is distributed to all corporate governance rating but the majority 

had a very good CG rating or excellent CG rating, 46.4% and 42.9%, respectively.  

2 Industry sector: there were 21 companies in this sector. Within the group 

(industry sector), the majority of the responses were good (52.4%) and none of the 

companies was below a good CG rating. 

3 Property development and construction sector: there were 25 companies in 

this sector. Within this group, all ratings are distributed through all CG ratings but 

majority is very good CG rating (52.0%). 

4 Consumer sector: there were 13 companies in this sector, which was the 

smallest, compared to other business sectors. Most of the companies that responded 

were positioned with a very good or good CG rating, 46.2% and 38.5%, respectively. 

5 Resource sector: there were 13 companies in this sector. Interestingly, none 

of them was below a good CG rating or good CG rating. The majority had an 

excellent CG rating (76.9%). This sector had the highest percentage of companies 

with an excellent CG rating compared to other business sectors. 

6 Agriculture and food sector: there were 21 companies in this sector. All 

ratings are distributed widely but the majority had a very good CG rating (52.4%). 

7 Technology sector: there were 13 companies in this sector. All ratings are 

distributed widely except for those below a good CG rating and the majority had a 

very good CG rating (46.2%). 

8 Service sector: this was the largest size sector (35 companies) compared to 

other business sectors. All ratings are distributed widely but the majority had a very 

good CG rating (57.1%). 

MAI sector: the size was 13 companies. No companies were positioned at 

below a good CG rating or excellent CG rating. The majority had a good CG rating 

(61.5%). 
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4.5 Data Analysis  

4.5.1 Reliability Test 

The reliability test was divided into two parts. The first part concerned pretest 

reliability before dispatching the questionnaire to the population, and the second part 

concerned the reliability of the responses from 182 publicly-listed companies. 

4.5.1.1 Reliability Test Trial (Pretest) 

Before the questionnaire dispatch, the researcher tested reliability of the 

reviewed questionnaire with an underlying Likert scale, as shown in Table 4.2.  The 

Likert scale shows both the dependent variable and independent variables. Four was 

defined as strongly agree and 3 “agree,” 2 “disagree,” and 1 “strongly disagree.” The 

dependent variable was 4 and was defined with an Excellent CG rating, 3 with a 

“Very Good CG rating,” 2 with a “Good CG rating,” and 1 “Below a Good CG 

rating.”  The researcher was given advice about questionnaire design, the ease of 

question comprehension, and review support from Mr. Pornchai Tavaranon, head of 

corporate governance support, the Stock Exchange of Thailand (SET). Subsequently, 

the researcher sent 31 questionnaires to the researcher’s colleagues whose positions 

were at least at the senior management level. They worked for different listed 

companies which varied in business sectors, such as Bangkok Bank, PTT, Loxley, 

AIS, DTAC, Summit Auto Parts?, INET technology, etc. They knew about the 

corporate governance policy implementation in their companies. The 31 

questionnaires were estimated at 10.6% of the population (31/290). The reliability 

results are shown in Table 4.8. 
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Table 4.8 Pretest Reliability with a 31 Sample Size. 

 

 

Area 

Determinant 

(Independent 

Variables) 

Item Survey Question No. 
Cronbach's Alpha on  

each individual item 

Determinants' 

Cronbach Alpha 

Corporate 

Governance Policy 

Implementation 

1. The clarity of 
CG policy and 
priority and  policy 
continuation  
 

Proceed continuous CG value 1 0.933 

0.826 

Set corporate governance policy as first 
priority 

2 0.934 

Have written corporate governance 
policy  

3 0.932 

Have written corporate governance 
practice or code of conduct 

4 0.932 

2.Communicat ion  

Communicate corporate governance 
policy well and clearly from top level 
to bottom level 

5 0.934 

0.836 
Welcome bottom up feedback 
(particularly for board of director and 
top management) 

6 0.934 

Employ information technology such as 
intranet, communicating corporate 
governance policy  

7 0.932 

 

 



 

 

 

 

1
0
3 

Table 4.8   (Continued) 

Area 

Determinant 

(Independent 

Variables) 

Item Survey Question No. 
Cronbach's Alpha on 

each individual item 

Determinants' 

Cronbach Alpha 

Corporate 

Governance Policy 

Implementation 

3. Resource 
Allocation 

Allocate sufficient budget for corporate 
governance policy implementation 

8 0.930 

0.826 

Designate qualified persons sufficiently 
to become responsible for corporate 
governance policy achievement 

9 0.932 

Provide sufficient training courses in 
corporate governance  

10 0.932 

Allocate sufficient tools and equipment 
for corporate governance policy 
implementation 

11 0.932 

4. Incentive for 
Implementer 

Engage KPI with code of conduct for 
salary appraisal and bonus scheme 

12 0.932 

0.836 

Record of code of conduct will be 
considered in job promotion 

13 0.933 
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Table 4.8   (Continued) 

Area 

Determinant 

(Independent 

Variables) 

Item Survey Question No. 
Cronbach's Alpha on 

each individual item 

Determinants' 

Cronbach Alpha 

Corporate 

Governance Policy 

Implementation 

5.Implementers’ 
Attitude toward 
CG 

Employees do intend to comply with 
code of conduct  

14 0.933 

0.827 Employee are keen on collectively 
working/driving company to win 
corporate governance rewards such as 
SET CG  reward or any international 
award 

15 0.936 

6. Importance of 
Director Ethics 

Company realizes the importance of 
director ethics  

16 0.936 

0.857 
Your board of directors has no bad 
record regarding legal or ethical 
violations  

17 0.937 

Company will dismiss director if he/she 
has bad ethics or violate law in the 
future. 

18 0.936 
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Table 4.8   (Continued) 

Area 

Determinant 

(Independent 

Variables) 

Item Survey 
Question 

No. 

Cronbach's Alpha on each 

individual item 

Determinants' 

Cronbach Alpha 

Benefit Expectation 

7. Benefit 
Expectation from 
Corporate 
Governance 

Good corporate governance will lead 
to company success. 

19 0.933 

0.84 

I will be easier for company to find 
source of fund because fund owners 
are willing to do business with.  

20 0.936 

Good corporate governance will have 
good impact on greater confidence 
from investor on company stock. 

21 0.934 

Good corporate governance will have 
an impact on good image and social 
acceptableness  

22 0.936 

Company will consequently be 
funded with low cost of capital in 
long term financing, compared with 
poor corporate governance company. 

23 0.935 

Good corporate governance leads 
company to sustainable growth. 

24 0.933 
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According to Table 4.8, the Cronbach coefficient in each question all 

came out above 0.932, which was greater than 0.7. Furthermore, concerning the group 

of determinants in accordance with literature review, they were all above 0.7. This 

means that the questionnaire was designed appropriately in both degree of 

understandableness and in Likert scale design.  The Cronbach’s coefficient was 

tested.  According to the course of quantitative research study (Suchart Prasith-

rathsint, 2002), there are four approaches to assessing instrument reliability: (1) the 

retest method, (2) the split-half method, using established measures, and (4) the 

internal consistency method (Suchart Prasith-rathsint, 2002: 102). Nevertheless, the 

writer employed the internal consistency method because it was well-accepted as a 

general form of reliability evaluation. The Cronbach alpha statistical analysis was the 

indicator of the reliability degree of the measurement. This method was based on the 

assumption that variables measuring the same construct should be highly correlated 

with one another. The researcher expected that with the pretest results, the Cronbach 

alpha on element inquiry should be greater than 0.7 in order to prove its reliability in 

questionnaire design.  

4.5.1.2 Reliability Test with 182 Responding Companies 

As realized, the independent variables were developed from conceptual 

the framework, which was developed from the literature review in Chapter 2. 

Nevertheless, it was necessary to re-test the reliability of the independent variables 

based on the actual target, ensuring that the measurement of the designed questions on 

each independent variable was consistently reliable in the population boundary study 

(easy for respondents to understand the questions), including making sure that the 

scale design was suitable. Cronbach’s coefficient was the most suitable test (Suchart 

Prasith-rathsint, 2002: 96). The Cronbach alpha was the indicator of the degree of the 

reliability of the measurement. The researcher was again fortunate with the re-test 

results in terms of reliability with 182 companies.  The Cronbach alpha on element 

inquiry was still greater than 0.7, proving its reliability in questionnaire design and 

confirming its appropriateness again on the actual response, as shown in Table 4.9. 
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Table 4.9   Reliability Test  

 

 

Area 

Determinant 

(Independent 

Variables) 

Item Survey 
Question 

No. 

Cronbach's Alpha on each 

individual item 

Determinants' 

Cronbach Alpha 

Corporate 

Governance Policy 

Implementation 

1. The clarity of 
CG policy and 
priority and  policy 
continuation  
 

Proceed continuous CG value 1 0.962 

0.910 

Set corporate governance policy as 
first priority 

2 0.962 

Have written corporate governance 
policy  

3 0.962 

Have written corporate governance 
practice or code of conduct 

4 0.962 

2.Communication 
on corporate 
governance policy 

Communicate corporate governance 
policy well and clearly from top level 
to bottom level 

5 0.962 

0.914 
Welcome bottom up feedback 
(particularly for board of directors 
and top management) 

6 0.962 

Employ information technology such 
as intranet, communicating corporate 
governance policy  

7 0.962 
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Table 4.9   (Continued) 

Area 

Determinant 

(Independent 

Variables) 

Item Survey 
Question 

No. 

Cronbach's Alpha on each 

individual item 

Determinants' 

Cronbach Alpha 

Corporate 

Governance Policy 

Implementation 

3. Resource 
Allocation 

Allocate sufficient budget for 
corporate governance policy 
implementation 

8 0.962 

0.913 

Designate qualified persons 
sufficiently to become responsible 
for corporate governance policy 
achievement 

9 0.963 

Provide sufficient training courses in 
corporate governance  

10 0.962 

Allocate sufficient tools and 
equipment for corporate governance 
policy implementation 

11 0.962 

4. Incentive for 
Implementer 

Engage KPI with code of conduct for 
salary appraisal and bonus scheme 

12 0.964 

0.930 

Record of code of conduct will be 
considered in job promotion 

13 0.963 
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Table 4.9   (Continued) 

Area 

Determinant 

(Independent 

Variables) 

Item Survey 
Question 

No. 

Cronbach's Alpha on each 

individual item 

Determinants' 

Cronbach Alpha 

Corporate 

Governance Policy 

Implementation 

5. Implementers’ 
Attitude toward 
CG 

Employees do intend to comply with 
code of conduct  

14 0.962 

0.914 Employee are keen on collectively 
working/driving company to win 
corporate governance reward such as 
SET CG  reward or any international 
awards 

15 0.962 

6. Importance 
Director Ethics  

Company realizes the importance of 
director ethics  

16 0.962 

0.922 
Your board of directors have no bad 
record in law or ethic violation  

17 0.962 

Company will dismiss director if 
he/she has bad ethics or violate law 
in the future. 

18 0.962 
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Table 4.9   (Continued) 

 

 

Area 
Determinant 

(Independent 

Variables) 

Item Survey 
Question 

No. 

Cronbach's Alpha on each 

individual item 

Determinants' 

Cronbach Alpha 

Benefit Expectation 

7. Benefit 
Expectation from 
Corporate 
Governance 

Good corporate governance will lead 
to company success. 

19 0.962 

0.919 

Company will consequently be easier 
to find source of fund because fund 
owners are willing to do business 
with.  

20 0.962 

Good corporate governance will 
make good impact on greater 
confidence from investor on 
company stock. 

21 0.963 

Good corporate governance will 
make an impact on good image and 
social acceptableness  

22 0.962 

Company will consequently be 
funded with low cost of capital in 
long term financing, compared with 
poor corporate governance company. 

23 0.962 

Good corporate governance leads 
company to sustainable growth 

24 0.962 
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According to Table 4.9, all questions (item survey) showed great Cronbach 

alpha reliability. The minimal Cronbach alpha was 0.962, which was greater than 0.7. 

Furthermore, regarding the group of determinants in accordance with the literature 

review, they were all above 0.7. This success stemmed from the great assistance from 

heads of good governance support departments, and the Stock Exchange of Thailand, 

which reviewed and simplified the questionnaire from the respondents’ perspectives. 

4.5.2 Factor Analysis 

In order to categorize the questions, as shown in Appendix A, into more 

relevant determinants in accordance with the actual response results, the researcher 

used the factor analysis approach. Furthermore, the advantage of factor analysis was 

to group questions which had correlations and representatives for explainable 

determinants. From the 24 questions, as shown in Appendix A, based on the actual 

responses of 182 companies, the researcher was able to group them into 8 variables 

(determinants) with the factor analysis technique and with an Eigenvalue above 1.00. 

These 8 variables derived from the factor analysis with the actual responses of 182 

companies made the findings more explainable, mostly corresponding to the literature 

review. The factor analysis was run with the SPSS program. 

In order to make sure that the factor analysis technique was applicable to the 

response results, the researcher ran the Kaiser-Meyer-Olkin (KMO) measure of 

sampling adequacy, as shown in Table 4.10, where the KMO was 0.942; it can be 

concluded that the factor analysis was perfectly applicable to the response results. 

Table 4.10 Degree of Factor Analysis Suitability 

Kaiser-Meyer-Olkin Measure of Sampling Adequacy 0.942 

Barletts's test of Sphericity Approx. Chi Square 3987.80 

df 276 

Sig. 0.00 
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The researcher consequently applied the technique of extraction and principal 

component method with the varimax technique.  

The outcome is shown in Table 4.11. The researcher needed components that 

had an Eigenvalue above 1.00 and there were 8 components (8 determinants) that met 

the criteria. These 8 components can be explainable to 84.185%, which is sufficient 

for representing determinants elaboration.  

Table 4.11 Total Variance Explained from Factor Analysis 

Component 

Rotation Sums of Squared Loadings 

Total 

(Eigenvalue) 

% of 

Variance 
Cumulative% 

Benefit from CG  4.678 19.367 19.367 

Resource Allocation 3.473 14.471 33.837 

Director Ethics 3.150 13.126 46.963 

CG Policy Priority/written CG policy 

and written COD 
2.212 9.218 52.181 

Performance/promotion engagement 

with code of conduct 
1.991 8.297 64.478 

Bottom -up Communication with IT 

channel 
1.954 8.142 72.621 

Attitude toward corporate governance 

achievement 
1.705 7.103 79.724 

Continuous CG value 1.071 4.461 84.185 

 

Each component is illustrated in Table 4.12. Eight components (8 

determinants for primary data collection) were grouped, based on their rotated 

component loading. Remarkably, all rotated component loadings were greater than 

0.5, except for item 5, “Communicate corporate governance policy from top level to 

bottom level.” The researcher consequently decided to exclude item 5. 
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Table 4.12 Rotate Component Matrix 

Question 

No. 
Detail 

Component 

1 2 3 4 5 6 7 8 

21 

Good corporate governance will 
make good impact on greater 
confidence from investor on 
company stock. 

0.841        

20 

Company will consequently be 
easier to find source of fund 
because fund owners are willing to 
do business with.  

0.815        

23 

Company will consequently be 
funded with low cost of capital in 
long term financing, compared with 
poor corporate governance 
company. 

0.795        

19 
Good corporate governance will 
lead to company success. 

0.695        

22 
Good corporate governance will 
make an impact on good image and 
social acceptableness.  

0.692        

24 
Good corporate governance leads 
company to sustainable growth 

0.648        

10 
Provide sufficient training courses 
in corporate governance  

 0.744       

8 
Allocate sufficient budget for 
corporate governance policy 
implementation 

 0.735       

9 

Designate qualified persons 
sufficiently to become responsible 
for corporate governance policy 
achievement 

 0.693       

11 
Allocate sufficient tools and 
equipment for corporate 
governance policy implementation 

 0.675       

5 
Communicate corporate 
governance policy from top level to 
bottom level 

  0.216      
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Table 4.12 (Continued) 

Question 

No. 
Detail 

Component 

1 2 3 4 5 6 7 8 

17 
Your board of directors have no 
bad record in law or ethic 
violation  

  0.813      

16 
The company realizes the 
importance of director ethics  

  0.786      

18 
The company will dismiss 
director if he/she has bad ethics 
or violate law in the future. 

  0.770      

3 
Have written corporate 
governance policy  

   0.737     

4 
Have written corporate 
governance practice or code of 
conduct 

   0.696     

2 
Set corporate governance policy 
as first priority 

   0.516     

12 
Engage KPI with code of conduct 
for salary appraisal and bonus 
scheme 

    0.872    

13 
Record of code of conduct will 
be considered in job promotion 

    0.742    

6 
Welcome bottom up feedback 
(particularly for board of director 
and top management) 

     0.709   

7 
Employ information technology 
such as intranet, communicating 
corporate governance policy  

     0.641   

15 

Employee are keen on 
collectively working/driving 
company to win corporate 
governance reward such as SET 
CG  reward or any international 
award 

      0.715  

14 
Employees do intend to comply 
with code of conduct  

      0.655  

1 Proceed continuous CG value               0.621 

 

After excluding question 5 from the statistical analysis, the researcher 

rechecked the reliability and found out that none of the Cronbach alphas for each 

individual item was less than 0.960, as shown in Table 4.13. It can be concluded that 

although question number 5 was excluded, the response result was still good enough 
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for statistical analysis. Furthermore, the researcher re-tested the reliability with the 

determinants after rearranging item with factor analysis technique; namely 

“Continuous CG value,” “Policy Priority and written CG Policy and written code of 

conduct,” “Bottom -up Communication with IT channel,” “Resource Allocation,” 

“Performance & Promotion Engagement with Code of Conduct,” “Attitude toward 

CG Achievement,” “Importance of Director Ethics,” and “Benefit Expectations from 

Corporate Governance” and they were 0.924, 0.919, 0.923,0.920, 0.933,0.921,0.926 

and 0.925, respectively.  

Table 4.13 Revised Reliability after Excluding Question No.5 and Rearrangement of 

Determinants  

Determinant (Independent 

Variables) 
Item Survey 

Question 

Number 

Cronbach's 

Alpha on 

each 

individual 

item 

Determinants' 

Cronbach 

Alpha 

1. Continuous CG value Proceed continuous CG value Question 1 0.960 0.924 

2. Policy Priority and written 
CG Policy and written code of 
conduct 

Set corporate governance policy as 
first priority 

Question 2 0.960 

0.919 
Have written corporate governance 
policy  

Question 3 0.960 

Have written corporate governance 
practice or code of conduct 

Question 4 0.961 

3. Bottom -up Communication 
with IT channel 

Welcome bottom up feedback 
(particularly for board of director and 
top management) 

Question 6 0.961 

0.923 
Employ information technology such 
as intranet, communicating corporate 
governance policy  

Question 7 0.960 
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Table 4.13 (Continued) 

Determinant (Independent 

Variables) 
Item Survey 

Question 

Number 

Cronbach's 

Alpha on 

each 

individual 

item 

Determinants' 

Cronbach 

Alpha 

4. Resource Allocation 

Allocate sufficient budget for 
corporate governance policy 
implementation 

Question 8 0.961 

0.920 

Designate sufficient qualified persons 
to become responsible for corporate 
governance policy achievement 

Question 9 0.960 

Provide sufficient training courses in 
corporate governance  

Question 
10 

0.960 

Allocate sufficient tools and 
equipment for corporate governance 
policy implementation 

Question 
11 

0.963 

5. Performance 
/promotion engagement with 
code of conduct 

Engage KPI with code of conduct for 
salary appraisal and bonus scheme 

Question 
12 

0.961 

0.933 

Record of code of conduct will be 
considered in job promotion 

Question 
13 

0.961 

6. Attitude toward corporate 
governance achievement 

Employees do intend to comply with 
code of conduct  

Question 
14 

0.960 

0.921 Employees are keen on collectively 
working/driving company to win 
corporate governance reward such as 
SET CG  reward or any international 
award 

Question 
15 

0.961 

 7. Importance of Director 
Ethics  

Company realizes the importance of 
director ethics  

Question 
16 

0.961 

0.926 
Your board of directors have no bad 
record in law or ethic violation  

Question 
17 

0.960 

Company will dismiss director if 
he/she has bad ethics or violate law in 
the future. 

Question 
18 

0.962 
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Table 4.13 (Continued) 

Determinant (Independent 

Variables) 
Item Survey 

Question 

Number 

Cronbach's 

Alpha on 

each 

individual 

item 

Determinants' 

Cronbach 

Alpha 

8. Benefit expectation from 
corporate governance 

Good corporate governance will lead 
to company success. 

Question 
19 

0.960 

0.925 

Company will consequently be easier 
to find source of fund because fund 
owners are willing to do business 
with.  

Question 
20 

0.960 

Good corporate governance will make 
good impact on greater confidence 
from investor on company stock. 

Question 
21 

0.961 

Good corporate governance will make 
an impact on good image and social 
acceptableness  

Question 
22 

0.961 

Company will consequently be funded 
with low cost of capital in long term 
financing, compared with poor 
corporate governance company. 

Question 
23 

0.961 

Good corporate governance leads 
company to sustainable growth 

Question 
24 

0.961 

4.5.3 Revised Variables 

After grouping determinants with the factor analysis technique, there were 11 

determinants (Table 4.14) associated with the attitude survey part and the secondary 

data collection part. The first part was attitude survey, and there were 8 determinants 

surveyed from attitude of respondents They were: continuous CG value, CG policy 

priority and written CG policy and written code of conduct, bottom-up 

communication with IT channel, resource allocation, performance and promotion 

engagement with code of conduct, attitude towards corporate governance 

achievement, importance of director ethics and benefit expectations from corporate 

governance.  

The second part was comprised of the three determinants derived from the 

literature review. They were the secondary data collected in which figures were 

obtained from company websites or annual reports. They were: board of 

independence ratio, debt to total asset, institutional share ratio. 
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From Table 4.13, it can be seen that there were 8 determinants from primary 

the data on attitude; they consisted of question items as shown in  

1) Continuous CG Value: this consisted of  

(1) Continuous CG value proceeding 

2) Policy Priority and Written CG policy and Written Code of Conduct: this 

consisted of  

(1) Set corporate governance policy as first priority 

(2) Have written corporate governance policy 

(3) Have written corporate governance practice or code of conduct 

3)  Bottom-up Communication with IT Channel: this consisted of  

(1) Welcome bottom-up feedback (particularly for board of directors and 

top management) 

(2) Employ information technology such as intranet, communicating 

corporate governance policy 

4) Resource Allocation: this consisted of  

(1) Allocate sufficient budget for corporate governance policy 

implementation  

(2) Designate sufficient qualified persons to become responsible for 

corporate governance policy achievement 

(3) Provide sufficient training courses in corporate governance 

(4) Allocate sufficient tools and equipment for corporate governance 

policy implementation 

5) Performance /promotion engagement with code of conduct: this consisted 

of  

(1) Engage KPI with code of conduct for salary appraisal and bonus 

scheme  

(2) Record of code of conduct will be considered in job promotion. 



 

 

 

 

1
1
9
 

 Table 4.14  Revised Determinants 

 

 

 

Determinant (Independent Variables) 
Remark 

Original Conceptual Question Revised Conceptual Question 

Attitude Survey Part; Primary Data 

Clarity of Corporate Governance and 
Priority and Continuation 

1-4 

Continuous CG Value 1 
  

CG Policy Priority and Written CG 
policy and Written Code of Conduct 

2-4 
  

Communication 5-7 Bottom-Up Communication with IT 6-7 

Exclude question no. 5 , as 
result from factor analysis, and 
find determinant name which 
is more fitted question item 

left 

Resource Allocation 8-11 Resource Allocation 8-11  

Incentive for Policy Implementation 12-13 
Performance and Promotion Engagement 

with Code of conduct 
12-13 

Change name of determinant 
to practical level (code of 

conduct) 

Attitude towards Corporate 
Governance Achievement 

14-15 
Attitude towards corporate governance 
achievement 

14-15 
  

Director Ethics Importance 16-18 Importance of Director Ethics  16-18   
Benefit Expectation from Corporate 

Governance 
19-24 

Benefit Expectations from Corporate 
Governance 

19-24 
  

Data Collection Part: Secondary Data 

Board Independence (Independent Director Ratio) 

Influence of Debtor (Debt to Total Asset) 

Influence of Institutional Investor ( Ratio) 
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6) Attitude toward corporate governance achievement: this consisted of  

(1) Employees intend to comply with code of conduct  

(2) Employees are keen on collectively working/driving company to win 

corporate governance rewards such as SET CG reward or any international award. 

7) Importance of Director Ethics: this consisted of  

(1) Company realizes the importance of director ethics.  

(2) Your board of directors has no bad record regarding legal or ethical 

violations. 

(3) Company will dismiss director if he/she has bad ethics or violates the 

law in the future. 

8) Benefit expectations from corporate governance: this consisted of  

(1) Good corporate governance will lead to company success. 

(2) It will consequently be easier for the company to find sources of funds 

because fund owners are willing to do business with.  

(3) Good corporate governance will have a good impact on greater 

confidence from investor in company stock. 

(4) Good corporate governance will have an impact on good image and 

social acceptableness.  

(5) Company will consequently be funded with low-cost capital in long-

term financing, compared with poor corporate governance companies. 

(6) Good corporate governance leads the company to sustainable growth. 

4.5.4 Revised Model 

The revised model is shown in Figure 4.1.  It is associated with 11 

determinants which influenced the corporate governance rating. In order to make the 

statistical analysis more convenient and easier to understand the determinants, the 

researcher chose synonyms for each determinant, as follows: 

 

CONT_CG_VAL:  Continuous CG Value 

PRI_WRTPOLI_WRTCOD:   Policy Priority and Written CG policy and 

Written Code of Conduct 
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BOTTUP_COM_IT: Bottom-up Communication with IT Channel 

RESOU:  Resource Allocation 

PER-PROMO_ENG_COD:  Performance/promotion Engagement with Code 

of Conduct 

ATTID_CG _ACHIEV: Attitude  toward  Corporate  Governance 

Achievement 

DIR_ETHICS: Importance of Director Ethics  

BENEFIT: Benefit  Expectations  from  Corporate 

Governance 

BOARDINDEP: Board Independence 

DEBTOR: Influence of Debtor 

INSTITITION_INVESTOR:  Influence of Institutional investor 

4.5.5 Hypotheses with Revised Determinants 

With 11 determinants in revised conceptual framework in Figure 4.1. There 

are 11 hypotheses for testing as follows. 

1) There is a positive relationship between CG continuous value and 

corporate governance. 

2) There is a positive relationship between CG written policy/code of conduct 

and priority and corporate governance.  

3) There is a positive relationship between bottom up communication with IT 

channel and corporate governance. 

4) There is a positive relationship between resource allocation and corporate 

governance. 

5) There is a positive relationship between performance /promotion 

engagement with code of conduct and corporate governance.  

6) There is a positive relationship between CG achievement attitude and 

corporate governance. 

7) There is a positive relationship between board of director ethics and 

corporate governance. 
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Figure 4.1 Revised Conceptual Framework 

CG RATING 2009 
- Board responsibility 
- Shareholder Right 
- Shareholder equity 
- Stakeholder Role 
- Transparency and Disclosure 

CG Policy Implementation  

Influence of Stakeholder  

Continuous CG Value 

Policy Priority and Written CG policy and Written Code 
of Conduct  

Bottom -up Communication with IT channel 

Resource Allocation 

Performance 
/promotion engagement with code of conduct 

Attitude toward corporate governance achievement 

Director Ethics Importance 

Benefit expectations from corporate governance 

Board Characteristic: Board Independence  

Influence of Debtor 

Influence of Institutional investor 
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8) There is a positive relationship between benefit expectation from CG and 

corporate governance. 

9) There is a positive relationship between proportion of independent director 

and corporate governance. 

10) There is a positive relationship between percentage of debt with total asset 

and corporate governance. 

11) There is a positive relationship between proportion shares held by 

institutional investors and corporate governance. 

4.5.6 Ordinary Multiple Regression Analysis 

Before applying the stepwise-ordinary multiple regression analysis with SPSS, 

the researcher tested the scatter plot between the independent variable and dependent 

variable and scatter plot of the regression standardized residuals and the regression 

standardized predicted value. Both showed a linear relationship. As a result, the 

stepwise-ordinary multiple regression analysis was applicable for analyzing the 

relationship between the independent variables and the corporate governance rating.  

The stepwise approach was designed to run independent variables while controlling 

other independent variables as constants. The significance level was defined at 0.05. 

The level of significance was established at 0.05, “the most common level for social 

science and business purposes” (Cooper and Schindler, 2001:497). 

In this analysis, it is a consequence from the factor analysis after the 

researcher can group the determinant or factor affecting on corporate governance. It 

was explicitly analyzed on 182 responded companies. The study was demonstrated in 

Chapter 6: Determinants of Corporate Governance. The dependent variable as 

corporate governance rating and the independent variables are shown in Table 4.14. 

4.5.6.1 Categorization Study 

In this study, aside from studying the determinants of corporate 

governance for the overall SET and business sectors, the researcher was also 

interested in studying different categories for the 290 companies with a CG rating in 

2009: company age, and company size, and business sectors. The findings are shown 

in the next chapter (Chapter 5: The Characteristics of Publicly-Listed Companies on 
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Corporate Governance Rating 2009). The company age and company size data were 

obtained from the SETSMART database. The purpose of the study was to investigate 

if there was an impact of company age or company size on corporate governance 

rating.  The analysis of covariance technique was applied. 

4.6 Summary 

Chapter 4 illustrates the research methodology, which mainly focuses on the 

quantitative approach. With actual responses from 182 companies, analyzed with 

primary data, the Cronbach alpha from the question and group was greater than 0.7. 

Thus it can be concluded that the questionnaire design was good enough for statistical 

analysis.  

Nevertheless, some questions were cut off through factor analysis implication, 

such as “communicate corporate governance policy from top level to bottom level.” 

The research groups question in accordance with factor analysis implication and 

group into 8 determinants which can be explanatory to 84.185% for primary data 

analysis. After integrating with three secondary data variables, it totals 11 

determinants for hypotheses testing. The technique of Stepwise-Ordinary Multiple 

Regression Analysis was applied to analyze to seek relationship between these 

determinants and corporate governance rating.  

 



 

 

CHAPTER 5  

 

CHARACTERISTICS OF PUBLICLY-LISTED  

COMPANIES REGARDING CORPORATE  

GOVERNANCE RATING 2009 

This chapter is designed to respond to research question I: What were the 

characteristics of publicly-listed companies in relation to the business sector, total 

firm assets, and firm age regarding the corporate governance rating in 2009?. In 2009, 

there were 290 publicly-listed companies in the corporate governance rating survey. 

The data for corporate governance rating 2009 were drawn from the Thai IOD and 

type of business sector, firm asset in fiscal year 2009 and year of operation until 2009 

were collated from SETSMART database, particularly for fiscal year 2009.  

5.1 Composition of Population for Corporate Governance Rating 2009 

Table 5.1 shows the composition of companies attending the Corporate 

Governance Report of Thai Listed Companies in 2009. One hundred and forty-five 

companies were classified at the Very Good level in 2008, twenty-three companies in 

which at least five financial analysts were interested in public reports written in the 

period of 3 months based on information as of May 2009, thirteen companies were 

newly registered in the public listing during 2007 and 2008, seventy-three companies 

that were interested in the 2009 corporate government assessment and had potential 

for enhancement for better corporate governance quality within the stipulated period 

of one and a half years, and thirty-six were voluntary companies that wanted to join in 

assessment  2009 of corporate governance quality. 

According to the findings in Table 5.1, the major group was from companies 

that were classified at the Very Good Level in 2008 (145 companies) and companies
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which had the potential for enhancing their corporate governance quality shortly 

within one and a half years. By implication, we can assert that the 2009 corporate 

governance rating was a prototype for corporate governance implementation derived 

from a population that not only had a good corporate governance presence but also 

have strong willingness for corporate governance performance achievement. 

Table 5.1 Composition of Companies Attending Corporate Governance Quality 

Survey in 2009 

Corporate Governance Report of Thai Listed Companies 2009 

Component Number of Company Cumulative % 

1. Companies which are classified Very 
Good level in 2008 

145 50% 

2. Companies in which at least five 
financial analysts do public report in 
period of 3 months (information as of 
May 2009) 

23 58% 

3. Newly registered companies in 2007 
and 2008 

13 62% 

4. Companies which are interested in 
2009 corporate government assessment 
and have potential in enhancing corporate 
governance quality within one and a half 
years 

73 88% 

5. Voluntary companies which want to 
assess 2009 corporate governance quality. 

36 100% 

Total 290 100% 

5.2 Business Sectors 

From overall, 290 companies, there were 52 companies at an excellent CG 

rating, 138 companies at a very good CG level, 86 companies at a good CG rating, 

and 14 companies below the good CG rating, as weighted in percentage as 18%, 48%, 

30% and 5%, respectively, as shown in Table 5.2.  
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Table 5.2 Corporate Governance Rating with Different Business Sectors 

Business Sector 
Number of Company 

Total 
Below Good  Good  Very Good  Excellent 

1. Agriculture and Food  3 (12%)  7 (28%)  13(52%)  2 (8%)  25(100%) 

2. Consumer 3 (14%)  8 (36%)  10 (45%)  1 (5%)  22 (100%) 

3. Finance 1 (2%)  3 (7%)  22 (54%)  15 (37%)  41 (100%) 

4. Industry 1 (3%)  16(52%)  8(26%)  7(23%)  31(100%) 

5. Property and Construction  3(6%)  19 (35%)  26(48%)  6(11%)  54(100%) 

6. Resource 1(6%)  0 (0%)  5(31%)  10(63%)  16(100%) 

7. Service 2 (4%)  14(28%)  29(57%)  5(10%)  50(100%) 

8. Technology 0(0%)  4(18%)  12(55%)  6(27%)  22(100%) 

9. MAI 1(3%)  15(52%)  13(43%)  0(0%)  29(100%) 

Total 14(5%)  86(30%)  138(48%)  52(18%)  290 (100%) 

 

1) In the agriculture and food sector, with 25 companies, there were 2 

companies at excellent CG rating and the majority (13 out of 25 companies) were at a 

very good CG rating. 

2) In the consumer sector, with 22 companies, there was only one company at 

an excellent CG rating and the majority (10 out of 22 companies) were at a very good 

CG rating. Interestingly, consumer sector showed the highest percentage of 

companies at below a good CG level (14%) in the study compared to other business 

sectors. 

3) In the finance sector, with 41 companies, 15 companies were at an 

excellent CG rating, which as the second highest percentage of companies (37%) 

compared to other business sectors. This may have been caused by the finance sector 

relying on trust and confidence from public stakeholders, such as public depositors, in 

which undeniably good corporate governance was an attraction. 

4) In the industrial sector, with 31 companies, 7 companies were at and 

excellent CG rating and the majority (16 out of 31) were at a good CG rating.  

5) In the property and construction sector, with 54 companies, 6 companies 

were at an excellent CG rating and the majority (26 out of 54) were at a very good CG 

rating.   
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6) In the resource sector, the majority (10 out of 16) were at an excellent CG 

rating, which was the highest portion for excellent CG rating. Apparently, resource 

sector companies such as PTT, PTTEP, Bangchak, Banpu, ThaiOil, and Lanna were 

under close scrutiny of the NGO regarding both societal concern and environmental 

concern. Obviously, resource companies regularly raise funds through bond release 

and this cannot succeed if the public are in doubt about company disclosure quality 

and corporate governance quality.  

7)  In the service sector, the majority (29 out of 50) were at a very good CG 

rating and this was the highest percentage (58%) at a very good CG rating. This 

implies that service sectors still have a potential chance to shift to an excellent CG 

rating if there is encouragement and support. 

8) In the technology sector, the majority (12 out of 22) were at a very good 

CG rating and this was the second highest percentage at a very good CG rating. 

Actually, technology companies (SHIN, SAMART, DTAC, TRUE, etc) are regularly 

enforced by technology law, technology enact, and disclosure regulations. 

Furthermore, they are in the eyes of the public. As a result, it should be not difficult 

for them to go to the excellent CG rating if they strictly comply. 

9) Regarding the MAI sector, for small- and medium-sized enterprises, with 

29 companies, there was no company at an excellent CG rating. The majority of MAI 

companies (15 out of 29) were at a good CG rating. Due to having THB 200 million 

in paid-up capital after IPO to run their business, this may imply that small- and 

medium-sized enterprises do not have resource allocation compared to large-sized 

companies in the SET market. Furthermore, most MAI companies are family 

businesses and are not focused much on corporate governance achievement. 

5.3 Firm Assets   

According to Table 5.3, the majority of listed companies (57 out of 290) in the 

study were in the firm asset class of 10000-50000 million THB.  Interestingly, there 

was no company in firm asset class at more than 50,000 million THB at below a good 

CG rating. Correspondingly, the majority of excellent CG ratings were from 

companies which were in firm asset class of more than 50,000 million THB. It may be 
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concluded that companies with a high value of firm assets have greater resource 

allocation for corporate governance achievement compared to that of small asset 

companies. On the other hand, the cost of implementing CG achievement for small 

companies has a significantly adverse impact on business profitability. Their survival 

in the market is the primary target. 

Table 5.3 Corporate Governance Rating with Different Class of Firm Assets 

Total Asset  

(million THB) 

Number of Company 
Total 

Below Good Good Very Good Excellent 

<500 2(18%) 5(45%) 4(36%) 0% 11(100%) 

>500-1000 2(6%) 19(53%) 13(36%) 2(6%) 36(100%) 

>1000-2000 3(6%) 22(47%) 21(45%) 1(2%) 47(100%) 

>2000-3000 2(6%) 11(34%) 15(47%) 4(13%) 32(100%) 

>3000-5000 4(13%) 8(27%) 15(49%) 4(13%) 30(100%) 

>5000-7500 0(0%) 8(31%) 13(50%) 4(16%) 26(100%) 

>7500-10000 1(6%) 3(19%) 10(67%) 1(6%) 16(100%) 

>10000-50000 0(0%) 8(14%) 37(65%) 12(21%) 57(100%) 

>50000 0(0%) 2(6%) 10(29%) 24(69%) 35(100%) 

Total 14(5%) 86(30%) 138(48%) 52(18%) 290 (100%) 

 

Furthermore, Brown and Caylor (2006) have addressed the idea that large-

sized companies seems to have a larger portion of retail investors (free float %), 

compared to small-sized companies in which family ownership dominates. If 

companies have ownership with a larger portion of free float share, disclosure and 

monitoring will be more easily conducted by retail investors accordingly.  That is the 

reason why large-sized companies tend to have good corporate governance. 

5.4 Year of Operation (Firm Ages) 

As can be seen in Table 5.4, the findings are very interesting. First, there was 

no company in the study in firm age class of more than 120 years of age at the 

excellent CG rating and second, 2 out of 3 companies with age of less than 5 years 
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were at the excellent CG rating.  From this it can concluded that firm age does not 

affect corporate governance learning or application. Young companies may be 

established by new generations of owners who realize that globalization and corporate 

governance concepts are better old company. 

Table 5.4 Corporate Governance Rating with Different Class of Year of Operation 

Firm Age (Year) 
Number of Company 

Total 
Below Good Good Very Good Excellent 

<5 0(0%) 0(0%) 1(33%) 2(67%) 3(100%) 

>5-10 0(0%) 5(42%) 5(42%) 2(17%) 12(100%) 

>10-20 3(4%) 25(36%) 29(41%) 13(19%) 70(100%) 

>20-40 8(5%) 43(28%) 79(52%) 22(14%) 152(100%) 

>40-60 3(8%) 12(32%) 18(47%) 5(13%) 38(100%) 

>60-80 0(0%) 0(0%) 6(50%) 6(50%) 12(100% 

>80-100 0(0%) 0(0%) 0(0%) 1(100%) 1(100%) 

>100-120 0(0%) 0(0%) 0(0%) 1(100%) 1(100%) 

>120 0(0%) 1(100%) 0(0%) 0 1(100%) 

Total 14(5%) 86(30%) 138(48%) 52(18%) 290 (100%) 

 

Majority of listed companies (152 out of 290 companies) in the study operates 

for 20-40 years which is not far from stock exchange of Thailand establishment for 34 

years (2009). 

5.5 Analysis of Variance (ANOVA) for Business Sectors, Firm Ages and 

Firm Assets 

The researcher applied the technique of Analysis of Variance (ANOVA) to 

verify that the mean of corporate governance rating was significantly different among 

business sectors, firm asset, and firm age regardless whether they were in the 290 

listed companies. The mean of various classes of firm asset (9 classes of total firm 

asset are shown in Table 5.5.  Likewise, the mean of various types of business sectors 

(9 business sectors) are shown in Table 5.6 and the mean of various classes of firm 
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asset (9 classes of total firm asset) are shown in Table 5.7.  The result from the 

ANOVA technique (SPSS) is shown in Table 5.8. 

Table 5.5 Mean of Corporate Governance Rating with Different Class of Year of 

Operation (Higher mean, Better Corporate Governance Rating) 

Age Class (Year) Mean (Corporate Governance Rating) 

<5 3.67 

>5-10 2.77 

>10-20 2.91 

>20-40 2.75 

>40-60 2.57 

>60-80 3.38 

>80-100 4.00 

>100-120 4.00 

>120 2.00 

Table 5.6 Mean of Corporate Governance Rating with Different Business Sectors 

(Higher Mean, Better Corporate Governance Rating) 

Business Sector Mean (Corporate Governance Rating) 

Agriculture and Food 2.54 

Consumer 2.60 

Finance 3.15 

Industry 2.73 

Property and Construction 2.56 

Resource 3.55 

Service 2.63 

Technology 3.11 

MAI 2.50 
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Table 5.7 Mean of Corporate Governance Rating with Different Class of Firm 

Assets (Higher Mean, Better Corporate Governance Rating) 

Total Asset (million THB) Mean (Corporate Governance Rating) 

<500 2.39 

>500-1000 2.37 

>1000-2000 2.49 

>2000-3000 2.63 

>3000-5000 2.64 

>5000-7500 2.93 

>7500-10000 2.77 

>10000-50000 3.11 

>50000 3.55 

Table 5.8 Analysis of Variance with Business Sectors, Class of Total Firm Assets 

and Class of Firm Ages 

Dependent Variable: Corporate Governance Rating 

Source 
Type III Sum of 

Squares 
df Mean Square F Significance 

Corrected Model 112.896 152 0.743 1.490 0.009 

Intercept 432.414 1 432.414 867.339 0.000 

Business Sectors 11.533 8 1.442 2.892 0.005* 

Firm Age 5.630 8 0.704 1.412 0.197 

Firm Asset 13.248 8 1.656 3.322 0.002* 

Error 67.807 136 0.499   

Total 2423 289    

Corrected Total 180.699 288    

 

According to Table 5.8, the F ratio for business sector and firm asset was 

above 2.00. so it can be concluded that the mean of corporate governance rating was 

significantly different from business sector and firm asset. These correspond to the 

findings from Table 5.3, where the majority of excellent CG levels were from 

companies which were in the total firm asset class of more than 50,000 million THB; 

further, no company was in total first asset class of more than 50,000 million THB at 
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below a good CG rating. Table 5.2 illustrates the excellent corporate governance 

ratings, dominated by the resource and finance sector, compared to other business 

sectors. 

The findings correspond to Black, Jang, and Kim (2005), where companies 

with a high value of total assets in Korea had a better corporate governance rating 

than that of small asset companies. This can be explained by the fact that large asset 

companies normally have corporate regulations on corporate governance achievement 

and that there is a great portion of free-float share (retail investors), which tends to 

regularly monitor and balance the dominating power of family ownership as well as 

institutional investors. 

According to the findings the from business sectors, the MAI companies were 

mostly dominated by family ownership or prioritized business survival rather than 

growth sustainability as a benefit from good corporate governance. The resource 

sector and finance sector relied mainly on social capital. If there was any accusation 

of fraud or bribe, these two business sectors could collapse swiftly and it would be 

difficult to salvage their reputation in the view of the public. 

Interestingly, in Table 5.8, it can be seen that the mean of corporate 

governance rating was not significantly different from firm age. This suggests that old 

listed companies may not have a better corporate governance rating than young listed 

companies. 

5.6 Characteristics of In-depth Interviewed Companies 

Four companies that won the SET top corporate governance report during 

2008-2009 were selected and they consented to collaborate on the study. The four 

companies were: Petroleum Authority of Thailand (PTT), Ratchaburi Electricity 

Generating Holding Public Company Limited (RATCH), Bangchak Petroleum Public 

Company Limited (BCP), and Kasikornbank Public Company Limited (KBANK).  

Corporate profiles are shown in Table 5.9; 3 out of 4 interviewed companies 

were from the resource sector, except for KBANK, which represented the finance 

sector.  BCP and PTT are privatized listed companies (from state enterprise to listed 

companies). BCP is held by the Ministry of Finance at approximately 10% and PTT 
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51.29%. RATCH was an EGAT affiliated company where EGAT holds a 45% share. 

KBANK was original from a family business (LAMSAM family) but ownership is 

now remarkably less than 5%. In terms of employee size, KBANK has employees of 

15, 464; PTT is second (10,630), BCP is third (935), and RATCH had the fewest (< 

200 employees).  

Among the in-depth interviewed companies, KBANK had the highest asset of 

1,286, 524 million baht, the majority of which is from cash deposits and loans. The 

PTT was second (609, 735 million baht), BCP third (52,901 million THB). and 

RATCH had the least  (38, 520 million THB). 

Among the companies, PTT had the highest profit of 39,650 million baht. 

BCP was second (7,475 million baht), RATCH was third (5,944 million THB), and 

KBANK had the least (3,883 million THB). 

Table 5.9 Corporate Profile Comparison 

Company Profile BCP RATCH KBANK PTT 

Company Industry Resource Resource Finance Resource 

Original Background Privatized 
EGAT 

affiliation 
Family Business Privatized 

Net Asset 2009 
(million THB) 

52,901 38,520 1,286,514 609,735 

Net Profit 2009 
(million THB) 

7,475 5,944 3,883 39,650 

Employee 935 < 200 15,464 10,630 

5.6.1 Bangchak Petroleum Public Company Limited (BCP) 

In an area of 100 hectares, beside the Chao Phraya River, in the Bangchak area 

of Phra Khanong District, Bangkok, an oil refinery that processes 5,000 barrels per 

day was established by the Ministry of Defense. They foresaw the necessity for 

Thailand to have the capability to carry out the entire process of oil production by 

itself in order to influence the price of oil in the marketplace, not letting it be 

controlled entirely by international oil concerns, and to maintain emergency reserves, 
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after the government was forced to sell its oil refinery to a company from a nation that 

was victorious in World War II. 

Bangchak Petroleum Public Company Limited was established by the Cabinet 

of Prime Minister Maj.Gen. Prem Tinsulanon in order to operate the old Bangchak oil 

refinery that had accumulated huge losses, and assigned important duties of 

maintaining energy security for the benefit of the Thai public. The company was 

established with the following goals: 

1) To be a secure Thai company operating a petroleum business consistent 

with the common good  

2) To be a company that helps develop a better quality of life for all Thais  

This created efficient management and activities that stressed the overall 

benefit of fostering a secure and progressive business, guidelines of self-reliance, and 

a corporate culture of creativity, ingraining in all staff that they should be “good 

people, knowledgeable, to benefit others.” Within 5 years, the company overhauled 

this failed business to achieve profits of 500 to 800 million baht per year. It became 

one of the top ten Thai businesses in terms of sales and was praised by influential 

members of the community as having set a good example in terms of both 

organization and people. The company’s success at that time was always credited as a 

major success of the government. 

The oil refinery at Bangchak was completed in 1964. In that same year, the 

Thai government announced a tax on oil production within the country, so there was 

only one way to maintain profitability: expand refining capacity to 20,000 barrels per 

day. Because the company did not attract enough investment for such expansion, the 

government offered a 15-year lease to the oil refinery, with the provision that 

production capacity had to be expanded. Finally, Summit Industrial Corporation 

(Panama) bid for the lease and successfully expanded production capacity over the 

next 4 years. A rise in worldwide crude oil prices then led to a global economic crisis. 

When the Thai government considered adjusting retail oil prices, there were persistent 

objections from labor unions and student unions, including a demand for the 

government to nationalize the oil refinery. When the government did so, the oil 
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refinery was found to have deteriorated substantially, requiring large amounts of fuel 

and accumulating losses of about 4 billion baht. 

Nowadays, BCP operates the COMPLEX refinery business with a maximum 

crude processing capacity of 120,000 barrels per day, with the supply of crude oil 

imported from the Middle East, the Far East, as well as domestic crude oil for oil 

production. The refinery is capable of producing more portions of high-value 

products, i.e. gasoline and diesel, and of processing a high ratio of domestic 

feedstock. The company has switched the refinery’s fuel from very low sulfur fuel oil 

to natural gas, which is much cleaner, more cost effective, and very environmentally 

friendly. In addition, by first quarter of 2010, the company purchased electricity and 

steam from a Co-Generation power plant, operated and owned by PTT Public 

Company Limited, to respond to the higher energy demand and to maintain the 

stability of energy securities for the production process. The company has always 

been aware of the importance of renewable energy, especially ethanol and biodiesel, 

which contribute to the country’s energy security, reduction of foreign currency losses 

from oil imports, and supports  the local agricultural sector in terms of local 

employment and improves their quality of living. Consequently, the company has 

been promoting the production and use of ethanol and biodiesel to blend with 

conventional fuel to be Gasohol 91 and 95, as well as Gasohol E20 and E85 (gasoline 

blended with ethanol) and PowerD B2 and PowerD B5 (diesel blended with 

biodiesel). Additionally, the company has established and operated a biodiesel unit in 

its refinery complex. The unit has a total production capacity of 20,000 liters per day, 

designed for crude palm oil or used cooking oil as raw material. Currently the unit 

utilizes used cooking oil as the main raw material, which helps to address health 

problems caused by the re-use of the used cooking oil and tackles environmental 

issues stemming from the disposal of the used cooking oil in the public sewage 

system. Additionally, the Biodiesel Plant, with a capacity of 300,000 liters a day and 

located near the Company’s Bang Pa-in terminal in Ayutthaya Province, has already 

operated and produced biodiesel since December 2009. 

The company directly markets and distributes finished products to consumers 

via its nationwide service station network, as well as sells to large- or medium-size oil 
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companies via several transportation modes, such as pipeline, marine, railway, and 

roads, and these companies will afterward distribute their products to their customers 

via their distribution and sales channels. The company also exports products to 

overseas markets, for example, very low sulfur fuel oil exporting to Japan and China. 

BCP is now held by the Ministry of Finance at 10.67%, PTT at 28.43% and 

public investors at 60.9%.  

BCP set the vision, corporate culture, and value as shown in the statement 

below. 

1) Vision: 

“Greenergy Excellence” 

2) Corporate Culture: 

“Working towards sustainable business development in harmony with the 

environment and society” 

3) Employee Culture: 

“To be virtuous, knowledgeable, and contributive to society” 

4) Value Statement: 

(1) Beyond Expectation 

(2) Continuing Development 

(3) Pursuing Sustainability 

BCP has defined three core missions as things to accomplish. One is business 

conduct to steadily grow its return in a fair manner to the company without any bribes 

or arbitrage. Two is the promotion of business culture that is responsible for the 

environment and society. Three is employee development for professional 

development. 

BCP leaders have realized the importance of corporate governance and have 

assigned team to perform corporate governance. BCP aims to embrace corporate 

governance value into its employees’ blood, as shown by the statement from 

Chavewan Kiatchokechaikul. Vice President of Corporate Governance and 

Community Relations.   
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‘Since the year 2003 BCP has first formulated the policy of Corporate 

Governance, the first revised edition initiated since 2005. We have 

principles of conduct for directors, executives and staff members 

concerned with good corporate governance on the basis of ethics and 

transparency to the shareholders and all stakeholders. In early of first 

CG shaping, Khun Sophon Supapong was a key member in CG policy 

formation under the 2 purposed concepts: national energy security and 

improve Thai life for betterment.  

We have a corporate governance monitoring board (CGMB) whose 

duty is to propose CG policy to board of directors and supervise 

Bangchak CG implementation. There is a subordinate team named the 

corporate governance committee (CGC). This team is associated with 

all heads of departments to function CG implementation and promote 

CG activities, monitor and report results to CGMB. Every director, 

executives and employees must be given CG manual and sign their 

names and every decision must be based on manual guidelines. We 

want to embrace CG value into our blood as a culture. 

These are the CG guideline principles:  

1) Accountability for all decisions made and actions taken  

2) Responsibility or being responsible for one’s duties  

3) Transparency in regard to information disclosure and investigation  

4) Equitable Treatment to all concerned parties  

5) Vision to Create Long-Term Value  

6) Ethics in business operations 

BCP pays attention to continuous communication in corporate governance 

best practices with various channels. Moreover, from the researcher’s perspective, the 

best practices are quite strict, as seen in the quote from Chavewan Kiatchokechaikul. 

Vice President of Corporate Governance and Community Relations.   
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“We communicate CG policy and code of conduct through various 

activities such as input CG practices via company’s intranet and 

website, or  notification of CG in the orientation program for new 

employees. We organize workshops on ethical guidelines on each 

department and work unit. For example, we proclaim and regulate that 

BCP the sales workforce cannot have lunch or dinner except for formal 

permission grants from the board. The company car is strictly used for 

business not personal use. The company car must be brought back to 

the office not the employee’s home except for permission from the 

board.” 

Furthermore, BCP is eager to enhance its corporate governance performance 

in international competition, as quoted from. Chavewan Kiatchokechaikul, vice 

president-corporate commercial and community relation. 

“The next status for BCP is to win international CG prize and that will 

help us to realize what position is and weakness or factor we need to 

improve for better CG quality if compared with world class 

corporations.” 

With these three quotes, the researcher was not surprised at BCP’s corporate 

governance success because BCP is underlined with 3 purposed concepts: national 

energy security and improving Thai life for betterment, and CG achievement priority 

from the leaders’ perspective, and strict corporate governance best practice and 

finally, sincere willingness to enhance corporate governance performance at the 

international level. 

The lesson learned on corporate governance implementation was that former 

leader, Khun Sophon Supapong, was the protocol for Mr. Clean and a good person. 

He is a part of the shaping of a good corporate governance culture and the board of 

directors is balanced well in fairness and power and they are all ethical and acceptable 

to the public. Last but not least, the board and CEO pay attention to and keep 
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promoting corporate governance values and the good attitudes of employee towards 

corporate governance achievement. Furthermore, BCP works close with the public 

with such activities as, for example, “opportunity day and Analyst Meeting Day” in 

which MD and CFO report business performance and corporate governance 

implementation to financial analysts and investors on a quarter basis.  BCP is aimed at 

developing themselves for public presentation and listen to insightful feedback from 

the public in order to improve corporate governance performance. 

5.6.2 Ratchaburi Electricity Generating Holding Public Company 

Limited (RATCH) 

Ratchaburi Electricity Generating Holding Public Company Limited 

(RATCH), a leading investment company in the power generation business, was 

founded on March 7, 2000, following cabinet’s approval on November 30, 1999. The 

Cabinet has approved the fund raising plan for Ratchaburi power plant project through 

the initial public offering of 580 million common shares of the Company in October 

2000. Currently, the Company is a listed company and being registered on the Stock 

Exchange of Thailand (SET) under “RATCH” stock symbol The Company’s major 

shareholder is the Electricity Generating Authority of Thailand (EGAT), which hold 

45 percent of the Company. 

Recently, the Company’s registered capital was 14,500 million Baht. The 

Company is operated as a holding company investing in 6 subsidiary companies 

namely: Ratchaburi Electricity Generating Co. Ltd., Ratchaburi Energy Co., Ltd., 

Ratchaburi Gas Co., Ltd., Ratch Udom Power Co., Ltd., Ratchaburi Alliances Co., 

Ltd. and RATCH-LAO Services Co., Ltd. with a 99.99% stake. 

At present, the Company has a total installed capacity of 4,346.75 MW. 

deriving from its current commercial operating power plants. The Company’s share of 

capacity resulting from its equity in domestic projects are as follows: 3,645-MW 

Ratchaburi’s Power Plant, 350-MW Tri Energy’s Power Plant, 350-MW Ratchaburi 

Power’s Power Plant. There is also 1.75-MW generated from the Flared Gas Project 

in Sukhothai province. Moreover, the Company has both local and international 

projects: 153.75 MW-Nam Ngum 2’s Hydro Power Plant in the Lao PDR, 18 MW-



141 

 

 

 

Wind Power Project in Phetchabun province and the 0.875 MW-Extension of the 

Pradu Thao Power Plant in Sukhothai province. The Company has three developing 

projects in the Lao PDR: 751 MW-Hongsa Power Plant, 110 MW-Nam Ngum 3’s 

Hydro Power Plant and 98 MW-Xe Pien Xe Nam Noy’s Hydro Power Plant. 

Considering its current commercial power plants, ongoing projects and developing 

projects, the company achieves a total installed capacity of 5,478.38 MW in the near 

future. 

RATCH’s corporate vision: To be a Leading Independent Power Producer in 

the Regions Trusted by the Public. 

RATCH’s mission: To invest and develop and operate electricity generation 

and related business 

RATCH’s set corporate policies: 

1 To Expand Electricity Generation and Selling with the Following Priorities; 

1) To Meet Local Demand 

2) To Increase International Production Capacity to Promote Corporate 

Growth 

2 To Enter into the Renewable Energy and Alternative Energy Businesses in 

Order to Create Future Business Opportunities 

3 To Enter into Related Businesses to Increase Return Generation 

4 To Create Preferable Returns for Shareholders with Commitment to the 

Benefits for Society as a Whole 

5 To Invest in Core Business with at Least a 25 Percent Stake in each Project 

6 To Strengthen Positive Relationships with Strategic Partners, Stakeholders 

and Networks based on Mutual Benefits 

7 To Maintain On-Going Relationships with Communities with 

Environmental and Social Responsibility for being entrusted 

8 To Strengthen Competitive Potential and Promote Employees’ Quality of 

Work Life 

9 To Comply with all Occupational Health & Safety Standards 

10  To Promote the Good Corporate Governance and Transparency 
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RATCH realizes the importance of corporate governance, as shown in its 

corporate policy and give ethic best practices manual to management and employees 

and RATCH positions as Neutral Corporation which could not be dominated by 

politicians or political hidden agenda, as exclaimed by Boontiva Dansamasatid, Vice 

President Corporate Secretary Office.  

Impressively, the board of directors has provided business ethics in 

writing and applied since 2000. The business ethic comprises three 

documents: code of conduct, executive ethics and employee ethics. 

Example of Code of Conduct, we deem operation with integrity, honest 

and ethics, we will ensure sustainability of company and company will 

therefore abide by applicable law in a strictly practiced transparent and 

responsible manner. Example of Executive Ethics, executives will 

perform with faith, fair and equal treatment shall be offered to 

shareholders for the maximum of shareholders as a whole. Another 

example is executives will not get involved with political activities 

either directly or indirectly. 

The lessons learned on corporate governance implementation was that 

RATCH puts directors’ ethics at the top of their agenda. RATCH has three obvious 

written corporate governance documents with which the board directors, executives, 

and employees are strictly enforced to comply. The Board and CEO pay attention to 

the corporate governance rating and awards as a top priority because they have a 

direct impact on sustainable growth and confidence in fundraising for business 

expansion. Furthermore, there is a consortium of corporate governance for state 

enterprise companies such as PTT, BCP and RATCH which often share ideas or join 

activities for corporate governance improvement.  

5.6.3 Kasikorn Bank Public Company Limited (KBANK) 

KASIKORN BANK Public Company Limited was established on June 8, 

1945, with registered capital of Baht 5 Million and only 21 employees. Its main office 
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is now the Thanon Sua Pa Main Branch. The bank showed healthy performance after 

only six months of operation. As of December 31, 1945, or at the end of its first 

accounting period, the bank recorded total deposits of Baht 12 million, and assets of 

Baht 15 million. 

Since its inception, the bank has grown healthily. As of March 31, 2010, the 

bank, with registered capital of Baht 30,486 Million, had total assets of Baht 

1,422,290 Million, total deposits of Baht 1,007,936 Million, and total loans of Baht 

962,646 Million. The bank operates 784 branches across the country, comprised 275 

Bangkok metropolitan branches and 509 upcountry branches. The bank has seven 

overseas offices, including the Los Angeles International Branch, the Hong Kong 

Branch, the Cayman Islands Branch, the Shenzhen Branch and its Representative 

Offices in Beijing, Shanghai, and Kunming, which greatly facilitate international 

trade and financial service transactions between Thailand and trade partners 

worldwide. 

KBANK is held by retail investors at 75% and institutional investors at around 

25%. 

KBANK’s set vision, corporate culture, and value are shown in the statements 

below. 

Mission: KBANK aims to be a strong Thai financial group that provides a 

variety of financial services of world-class quality responsive to serve customers’ 

needs by harmoniously combining technology and human resources so as to achieve 

optimal benefits to customers, shareholders, employees, and the country. 

Vision:aims to be the strongest, the most innovative, and the most proactive 
Thai financial group in serving customers. 

Value:  

- Customer Satisfaction 

- Belief in Teamwork 

- Dedication to Professional and Ethical Conduct 

- Commitment to Discipline 

- Proactiveness 
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KBANK remarks interesting thought about corporate governance as quoted 

from Nuchsran Ratanachuchote, Head of the Corporate Governance Department: 

As we are a financial institute, reputation is extremely essential for us. 

We could not lose the public trust, as a result, we prioritize CG policy 

as top priority and we continue promote CG value as shown in value 

statement ‘Dedication to Professional and Ethical Conduct.’ Every 

director and employee must be given code of conduct and sign their 

name as evidence. We define corporate governance as involving 

responsibility and accountability to all stakeholders regarding how we 

operate our business. These stakeholders include shareholders, 

customers, investors and employees of our bank, as well as the society, 

environment and our business partners. The CG principles have been 

applied to all organization with the seven major components of 

corporate governance, consisting of the following: 

• Integrity 

• Transparency 

• Independence 

• Responsibility 

• Accountability 

• Fairness 

• Social Responsibility 

The lesson learned regarding corporate governance implementation is that 

KBANK mirrors itself as a modern bank with service care and organization you can 

trust.  KBANK arranges for a day in which MD reports business performance and 

corporate governance implementation to financial analysts and investors on a 

quarterly basis.  BCP is aimed at developing themselves for public presentation and 

listen to insightful feedback from the public in order to improve their corporate 

governance performance. the board of directors raise corporate governance topics as 

top agenda item sand they assigned General Pow Sarasin as chairman of the  
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corporate governance committee. General Pow randomly audits KBNAK branches on 

a monthly basis. Furthermore, KBANK promotes corporate governance values 

through the corporate governance Heroes Project in which employees participate. 

Interestingly, KBANK has set its corporate key performance index to win 100% full 

points from quality assessment for the annual general meeting which in part reflects 

corporate governance performance. 

5.6.4 Petroleum Authority of Thailand (PTT) 

PTT Public Company Limited is a Thailand-based company engaged in the 

upstream petroleum, downstream petroleum, the coal business, and other related 

businesses. Its business activities include the exploration for, ad the development and 

production of, natural gas, and condensate and crude oil through subsidiaries; the 

procurement, transmission, processing, marketing and distribution of natural gas and 

gas products; the marketing of refined products through various distribution channels 

including commercial, retail, reseller, and international markets, and the import and 

export of crude oil, condensate, petroleum feedstock and petrochemical products. As 

of December 31, 2009, the company was operating in 24 countries, and it has 17 

subsidiaries. 

PTT is held by the Ministry of Finance 51.29% retail investors 25.08% and 

institutional investors around 23.63%. 

PTT Group’s Mission:  

To the country: Ensure long-term energy security by providing sufficient high-

quality energy supply at fair prices 

To society and the community: Be a good corporate citizen by protecting the 

environment and improving the quality of life for communities 

To shareholders: Conduct profitable business leading to sustainable growth 

while providing optimum returns 

To customers: Ensure customer satisfaction by delivering world-class quality 

products and services at fair prices 
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To business partners: Conduct business with partners on a fair and arms- 

length basis, promoting synergy and coordination, creating capability and efficiency 

in long-term business partnerships 

To employees: Provide supporting capability-building in professional conduct, 

ensuring employees’ well-being on par with other leading companies 

 

PTT Group’s Vision:Thai Premier Multinational Energy Company 
PTT Group’s Value:  

SPIRIT 

S: Synergy 

P: Performance Excellence 

I: Innovation 

R: Responsibility for Society 

I: Integrity& Ethics 

T: Trust & Respect 

   

PTT has obvious corporate governance principles as stated by Wantanee 

Jaruke, PTT Group Corporate Secretary: 

PTT has established a policy on good corporate governance as a 

guideline to which directors, management and staff shall adhere. For 

example,  

1 The Board of Director, management and staff must learn and 

commit to PTT’s six Good Corporate Governance Principles; namely, 

Accountability, Responsibility, Equitable Treatment, Transparency, 

Vision to Create Long-Term Value and Ethics. PTT’s organization 

structure shall fairly balance the roles of the Board, management and 

shareholders. 

2 The Board must perform its duties with dedication, with a sense of 

responsibility and independence. 
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3 The Board must play a vital role in formulating PTT’s vision, 

strategies, policies and plans. 

4 The Board must be the role model for ethics and shall perform their 

duties in accordance with PTT’s good corporate governance. 

5 The Board can appoint specific committees, as deemed appropriate, 

to assist in reviewing critical matters. 

6 The Board must establish the PTT code of ethics, which the Board, 

management, and staff, as well as all contract employees must adhere 

to in conjunction with PTT’s rules and regulations. 

7 Disclosure of PTT’s information, both financial and non-financial, 

must be adequate, reliable and timely, so that PTT’s shareholders and 

other stakeholders receive such information in a fair and equitable 

manner for investors and the general public. 

8 There shall be an appropriate system for the selection and 

appointment of key management positions at all levels with a 

transparent and fair nomination process, etc. These can be viewed at 

“CG Handbook and Code of Conduct Handbook as on your hand. 

The eight principles above demonstrate that PTT realizes the importance of 

transparency and disclosure, the role of the board in corporate governance 

performance, and providing clear cut corporate governance best practices which refer 

to the CG handbook. Furthermore, PTT also helps employees to inquire if there is any 

doubt in grey areas through e-mail without name disclosure. The researcher agrees 

with this concept because this measure allows employees to consult without any 

hesitation. Some issues can cause conflict and take time to investigate. PTT Group 

Corporate Secretary points: 

We post CG announcement on PTT intranet and give CG stickers to 

post on each employee’s computer. We open mailboxes for CG 

inquiries at cg@pttplc.com. The inquirer can write e-mail without 
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name revelation because we realize that some issues are 

uncomfortable. 

Furthermore, PTT is eager to enhance its corporate governance performance in 

international competition as seen in the statement of Wantanee Jaruke, PTT Group 

Corporate Secretary: 

As I said, we want to be a multinational or global company. We have 

to globally compete with Royal Dutch Shell, Exxon Mobil, BP, 

Chevron, Total, and Petronas for corporate governance. At the global 

level, we can learn more what weakness we should strengthen for CG 

quality. 

The lessons learned regarding corporate governance implementation is that 

PTT sets its corporate key performance index to win SET corporate governance 

rewards and is rated at the “excellent corporate governance” level. The board of 

directors and CEO put corporate government excellence at the top of the agenda. PTT 

has a corporate governance handbook for the board of director and employees for best 

practice. Interestingly, there is not only a consortium of corporate governance for state 

enterprise companies such as PTT, BCP, and RATCH, which often share ideas or join 

activities for corporate governance improvement, but also within the PTT group, and 

they learn best practices from the best members. More interestingly, PTT opens 

special email addresses for appealing issue of corporate governance without name 

disclosure.  Furthermore, PTT emphasizes on program the Control Self-Assessment: 

(CSA) and an independent assessment unit to monitor and control the corporate 

governance performance of each department.   

5.7 Summary 

Chapter 5 is designed to respond to research question I: What is the impact of 

the business sectors, total firm assets, and firm ages on corporate governance rating 
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2009? From the ANOVA, it can be seen that the business sectors and firm assets have 

a significant impact on corporate governance rating. The finance sector and resource 

sector dominantly perform corporate governance at excellent rating. MAI is far 

behind. Firms with big assets perform corporate governance better than firms with 

small assets. 

Finally, chapter 5 defines the characteristics of the in-depth interviewed 

companies; namely, PTT, BCP, RATCH, and KBANK. Their leaders realize the 

importance of CG and have formulated best practices manual distributed throughout 

the organization. All of them have designated team with which to perform corporate 

governance.  

 



 

 

CHAPTER 6  
 
 

DETERMINANTS OF CORPORATE GOVERNANCE 

As addressed in Chapter 4 concerning the revised model (Figure 4.1: page 

136), this chapter is designed to demonstrate the test results with the ultimate outcome 

of responding to research question 2: What are the determinants of corporate 

governance at the overall stock market level and business sectors and the MAI in 

Thailand?. The revised hypotheses, as shown with 11 determinants for testing, are as 

follows. 

1) There is a positive relationship between CG continuous value and 

corporate governance. 

2) There is a positive relationship between CG written policy/code of conduct 

and priority and corporate governance.  

3) There is a positive relationship between bottom-up communication with 

the IT channel and corporate governance. 

4) There is a positive relationship between resource allocation and corporate 

governance. 

5) There is a positive relationship between the performance/promotion 

engagement with code of conduct and corporate governance.  

6) There is a positive relationship between CG achievement attitude and 

corporate governance. 

7) There is a positive relationship between board of director ethics and 

corporate governance. 

8) There is a positive relationship between benefit expectations from the CG 

and corporate governance. 

9) There is a positive relationship between number of independent directors 

and corporate governance. 

10) There is a positive relationship between debt with total assets and 

corporate governance. 
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11) There is a positive relationship between proportion shares held by 

institutional investors and corporate governance. 

This study will employ the Stepwise Regression Analysis with SPSS program 

version 17 to test the hypotheses, as shown in Table 6.1, from the overall stock market 

(all responding companies) for each business sector.  

Table 6.1 The Classification Weight Scale in Opinion  

Average Meaning 

1.00-1.75 Strongly Disagree 

1.76-2.50 Disagree 

2.51-3.25 Agree 

3.26-4.00 Strongly Agree 

 

1.00-1.75 is classified as a “strongly disagree” opinion, 1.76-2.50 is a 

“disagree” opinion, 2.51-3.25 is an “agree” opinion, and 3.26-4.00 is a “strongly 

agree” opinion. 

6.1 Overall Stock Market 

The overall stock market covers 182 publicly-listed companies, covering nine 

business sectors. The aim of study is to understand the determinants of corporate 

governance in the overall stock market. None of the correlations between the 

independent variables, as shown in Table 6.2, was over 0.75.    

The majority of correspondents in the overall market realize the importance of 

director ethics (weight score 3.55). An ethical director will lead companies to do the 

right thing will create a good image for the company. Furthermore, directors with a 

reputation for good ethic will create trust and confidence on the part of the public. The 

second benefit from corporate governance (weight score 3.39) which can lead the 

company to success is that is easier to search for sources of fund because fund owners 

are willing to fund through loans, low cost of capital provided, good image or social 
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acceptableness, long-term investment stock, and sustainable growth for the company. 

Furthermore, they think that corporate governance policy priority, written corporate 

governance policy, and written codes of conduct (weight score 3.34) are essential for 

the success of corporation governance.  

The smallest weight score was performance/promotion engagement with a 

code of conduct (2.71). Most of them shared the notion that the companies obviously 

do not consider a code of conduct in performance appraisal or job promotion. 

Interestingly, bottom-up communication with the IT channel showed the highest 

standard deviation (0.78), which is reflective of the opinion of the difference among 

respondents. On the other hand, it may consider a gap between top management and 

operation level in terms of feedback on corporate governance through the IT 

communication channel. 

Debt against firm asset for the overall stock market was on average 46%, 

implying that debt was also an essential source of funds for publicly-listed companies, 

apart from equity fundraising. 

On average, institutional investors hold 12.6% of common share in the overall 

stock market, which should be shifted to a higher level to reflect better corporate 

governance quality in the future. 

Independence director ratio is 34% which represents that in general our overall 

stock market just complies with minimum requirement for directorship regulation of 

SEC and SET, (one third of directors (33%) pertaining to independence directors).
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Table 6.2 Descriptive Analysis and Correlation between Independent Variables: Overall Stock Market 

 

Variable Mean SD N 

CONT_

CG_VA

L 

PRI_W

RTPOLI

_WRTC

OD 

BOTTU

P_COM

_IT 

RESOU 

PER-

PROMO

_ENG_

COD 

ATTID_

CG 

_ACHIE

V 

DIR_ET

HIC 

BENEFI

T 

DEBTO

R 

INSTITI

TION_I

NVEST

OR 

BOARD

INDEP 

CONT_CG_VAL

UE 
3.27 0.73 182 1.00           

PRI_WRTPOLI_

WRTCOD 
3.34 0.65 182 0.31 1.00          

BOTTUP_COM_

IT 
2.94 0.78 182 0.29 0.28 1.00         

RESOU 2.81 0.69 182 0.67 0.11 0.23 1.00        

PER-

PROMO_ENG_ 

COD 

2.71 0.75 182 0.52 0.19 0.17 0.59 1.00       

ATTID_CG 

_ACHIEV 
2.96 0.72 182 0.65 0.27 0.19 0.69 0.67 1.00      

DIR_ETHIC 3.55 0.59 182 0.64 0.40 0.21 0.61 0.49 0.63 1.00     

BENEFIT 3.39 0.58 182 0.59 0.23 0.23 0.66 0.53 0.67 0.68 1.00    

DEBTOR 46.0% 22.93 182 0.10 0.04 0.13 0.17 0.12 0.16 0.11 0.20 1.00   

INSTITITION_ 

INVESTOR 
12.6% 13.51 182 0.15 0.05 -0.10 0.24 0.15 0.19 0.12 0.24 0.21 1.00  

BOARDINDEP 34.4% 10.03 182 0.08 0.02 -0.02 0.15 0.11 0.13 0.06 0.08 0.09 0.11 1.00 
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The relationship between independent variables and corporate governance 

rating for the stock market is shown below. 

 

CG = -0.765+0.277 BENEFIT+0.255 ATTID_CG _ACHIEV +0.255 DIR_ETHIC

          (2.52)                                (2.92)                                 (2.55)   

+0.215 RESOURCE + 0.014 INSTITITION_INVESTOR +  

               (2.40)                               (4.10) 

0.009 BOARDINDEP  

        (2.07) 

 

R= 0.764    R2 = 0.583    F = 40.82     Sig =0.000 

From the equation above, it can be seen that there are 6 independent variables 

which have a significant impact on corporate governance. These 6 independent 

variables can explain 58.3 %. They are discussed in sequence from maximum to 

minimum, as follows. 

1) BENEFIT (Benefit Expectations from Corporate Governance) 

This has the most positive effect on corporate governance. The companies 

listed on the stock market realize the benefit of corporate governance. From their 

perspective, corporate governance will lead the company to success, support the 

company to raise funds easily and to be given low cost of capital, to enjoy a good 

image and social acceptableness, protect stock for long-term investment in the mind 

of the investor, and sustain the growth of the company. This finding corresponds to 

that of Ashbaugh-Skaife, Collin and LaFond (2006), regarding the impact of 

corporate governance on firm credit rating in the US stock market. 

Regarding benefit expectations, companies in the stock market are willing 

to initiate, comply with, and implement good corporate governance. 

2) ATTID_CG_ACHIEV (Attitude toward Corporate Governance 

Achievement) 

Attitude toward corporate governance achievement was the item that 

second-most affected corporate governance. The companies realize that everyone in 

the organization must have a good attitude towards corporate governance 
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implementation and must be keen to win corporate governance awards. With this, 

companies supposedly are aligned to enhance corporate governance quality in the 

short run effectively. 

3) RESOURCE 

From the equation, it can be seen that resource allocation has a significant 

positive impact on corporate governance rating in the overall market. On the other 

hand, it can be explained that the companies pay attention and set aside resources in 

manpower, budget, training, and facilities to achieve the corporate governance target. 

Without resource allocation and sufficient resource, corporate governance cannot be 

implemented efficiently and effectively. This finding corresponds to Duangmon 

Chuengsatriansup (2009), where resource has a significant positive impact on 

corporate governance implementation for the overall stock market. 

4) DIR_ETHIC (Ethics of Directors) 

The equation indicates that with a high degree of director ethics, the 

corporate governance rating is highly ranked accordingly. 

Obviously, the overall stock market realizes the importance of director 

ethics. Directors reflect the organization’s image and they suggest that if the 

organization leader is capable but does not have ethics, the companies cannot survive 

even in the  short run because their reputation is defamed, destroying the companies 

image. Stakeholders such as investors, customers, community, etc. are in doubt and 

will not trust the companies and they cannot expand the business from fund raising. 

Conscience customers will not purchase their products or services. The government 

may eye and target investigation of the companies. The companies are defined as 

deadwood in the mind of stakeholders and there will be no future for the companies. 

Furthermore, the ethics of directors are a good typical example for 

employees and their subordinates. With trust and respect for their leader, as a united 

organization, the companies are energetically driven to a better corporate governance 

rating.  

5) BOARDINDEP (Board Independence) 

From the equation, it is seen that the high ratio of independence directors 

has a significant positive impact on corporate governance rating. This corresponds to 
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the finding that the overall stock market only complies with the SET and SEC 

standard requirements for independent director designation at least one-third 

directorship. With a higher ratio of independent directors, the corporate governance 

rating will rank high accordingly. In order to achieve this, the researcher may advise 

SET and SEC to give incentives to publicly-listed companies through fast track 

services or fee deductions if the companies proceed with the independence of 

directors greater than one third of the directorship.  

Furthermore, this is proof for agency theory which indicates that 

independent boards are a mechanism for shareholders to control rights and the 

monitor corporate performance. Furthermore, this concept of board independence 

makes it possible to prevent self-interest of family ownership or large group 

dominance. Board independence is designed to support and balance stakeholder rights 

in fair way. 

6) INSTITITION_INVESTOR (Influence of Institutional investor) 

From the equation, it can be seen that a high ratio of institutional share has 

a significant positive impact on corporate governance rating. This was due to 

institutional investor monitoring and companies needing to disclose information on 

financial performance, strategic investment plans, board of directors records, 

reputation, etc. All of these are accounted for in decision making. With the trust of 

people who put their money in the financial institution to invest for their wealth, the 

financial institutions must consequently perform well in the eye of retail investors. As 

a result, the corporate governance qualities of companies where institution investors 

invest are one of the criteria to be considered. For instance, the MFC Institutional 

investor for Vayupak has a clear policy whereby they invest in companies that have a 

corporate governance rating at an excellent level only. The California Public 

Employees’ Retirement Pension System (CalPERS) (international instructional 

investor) has remarked that they invest only in companies they trust regarding 

corporate governance, no matter whether those companies are tremendously 

successful in terms of financial performance.  

That is the reason why companies are enforced directly to at least maintain 

and ultimately improve their corporate governance quality; otherwise the institutional 
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investors aim to protect their investment and will withdraw money and invest in better 

corporate governance companies.  

Conclusively, there are 6 determinants of corporate governance at the 

overall stock market level. They are: Benefit Expectation from Corporate 

Governance, Attitude toward Corporate Governance Achievement, Ethics of 

Directors, Resource Allocation, Board Independence, and Influence of Institutional 

investor. With the findings, the corporate governance support department, SET, can 

promote these determinants to shift the corporate governance rating in the overall 

stock market. The outcome will make the stock exchange of Thailand more 

liberalized and attractive in the eyes of domestic institutional and international 

institutional investors. SET will consequently grow sustainably in the long run. SET 

can provide information to the overall market concerning the benefits from CG, 

encourage attitudes of companies toward corporate governance achievement by 

giving some privileges in tax reduction or promoting top CG companies for visiting, 

screen records of directors nominated before endorsing, and encourage the 

independence of directors more than one third directorship, encourage resource 

allocation scheme by requiring publicly-listed companies to set up stand alone 

departments of corporate governance. These measures will lead companies to 

governance success. 

From Table 6.3, it can be seen that this study aimed at the investigation of the 

business sector, which has an impact on corporate governance rating at the overall 

market level (SET). The dummy represents the business sector. Dummy “1” 

represents the specific business sector, and other business sectors are “0”. The 

Technique of Hierarchical Regression Analysis was applied to five areas of the study, 

as shown in Figure 4.1: 1. corporate governance policy implementation, 2. board 

characteristics, 3. director ethics, 4. stakeholder influence, and 5. benefit expectations 

from corporate governance. Each area was input individually as grouped as valuable 

on SPSS. 

 It was found that the resource sector can best explain corporate governance 

rating at the overall market level at 61.8% (R square). Furthermore, the resource 

sector has a significantly positive impact on the corporate governance rating in 2009 
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at the overall market level (the resource sector coefficient was 0.476, whereas others 

were zero: no impact). By implication, the resource sector is an example of best 

corporate governance quality. Interestingly, the MAI had a significantly negative 

impact on the corporate governance rating in 2009 at the overall market level 

(resource coefficient is -0.397). On the other hand, this implies that SET must set its 

priority to support or encourage the MAI to improve its corporate governance quality. 
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Table 6.3 Impact of Business Sector on Corporate Governance Rating: Overall Stock Market Level 

Business Sector Dummy (1) 

and other 0 
Model 

Unstandardized 

Coefficient 
R R Square F Sig 

Agriculture 

Constant -0.592 

0.773 0.598 30.064 0.000 

Benefit Expectations 0.249 

Attitude Toward CG Achievement 0 

Director Ethics 0 

Resource 0.274 

Institutional Investor Share 0.012 

Board Independent Ratio 0 

Agriculture  Sector Coeff 0 

Consumer 

Constant -0.687 

0.774 0.599 30.064 0.000 

Benefit Expectations 0.237 

Attitude Toward CG Achievement 0 

Director Ethics 0 

Resource 0.243 

Institutional Investor Share 0.013 

Board Independent Ratio 0 

Consumer sector coeff 0 

Finance 

Constant -0.624 

0.773 0.598 20.96 0.000 

Benefit Expectations 0.233 

Attitude Toward CG Achievement 0 

Director Ethics 0 

Resource 0.25 

Institutional Investor Share 0.013 

Board Independent Ratio 0 

Finance sector coeff 0 
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Table 6.3 (Continued) 

Business Sector Dummy (1) 

and other 0 
Model 

Unstandardized 

Coefficient 
R R Square F Sig 

Industry 

Constant -0.674 

0.776 0.603 30.064 0.000 

Benefit Expectations 0.224 

Attitude Toward CG Achievement 0.199 

Director Ethics 0 

Resource 0.275 

Institutional Investor Share 0.013 

Board Independent Ratio 0.008 

Industry sector coeff 0 

Technology 

Constant -0.641 

0.773 0.598 30.064 0.000 

Benefit Expectations 0.236 

Attitude Toward CG Achievement 0 

Director Ethics 0 

Resource 0.253 

Institutional Investor Share 0.013 

Board Independent Ratio 0.008 

Technology sector Coeff 0 

Service 

Constant -0.62 

0.775 0.600 30.064 0.000 

Benefit Expectations 0.242 

Attitude Toward CG Achievement 0.199 

Director Ethics 0 

Resource 0.237 

Institutional Investor Share 0.013 

Board Independent Ratio 0.008 

Service  sector Coeff 0 
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Table 6.3 (Continued) 

Business Sector Dummy (1) 

and other 0 
Model 

Unstandardized 

Coefficient 
R R Square F Sig 

Property 

Constant -0.622 

0.773 0.598 30.064 0.000 

Benefit Expectations 0.232 

Attitude Toward CG Achievement 0 

Director Ethics 0 

Resource 0.25 

Institutional Investor Share 0.013 

Board Independent Ratio 0 

Property  sector Coeff 0 

MAI 

Constant -0.658 

0.781 0.612 30.064 0.000 

Benefit Expectations 0 

Attitude Toward CG Achievement 0.201 

Director Ethics 0.246 

Resource 0 

Institutional Investor Share 0.012 

Board Independent Ratio 0 

MAI  sector Coeff -0.397 

Resource 

Constant -0.57 

0.786 0.618 30.064 0.000 

Benefit Expectations 0.248 

Attitude Toward CG Achievement 0.199 

Director Ethics 0 

Resource 0 

Institutional Investor Share 0.013 

Board Independent Ratio 0 

Resource sector Coef 0.476 
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6.2 Finance Sector 

The finance sector had 28 responding companies associated with banking, 

asset investment, and insurance companies. All of the correlations between the 

independent variables in the finance sector are shown in Table 6.4.  

The majority of correspondents in the finance sector realized the importance 

of director ethics (weight score 3.71) because the company was directly related to a 

large amount of money from the public. The ethics of the director will lead companies 

to behave correctly and to reward good things. Furthermore, directors with a 

reputation for good ethics will create trust and confidence on the part of the public. 

Furthermore, they realize the benefit from corporate governance (weight score 3.6), 

which can bring success to the company makes it easier to raise funds through retail 

customers because the public are willing to put or deposit the money in the bank or in 

insurance at institutions with a good image or that display social acceptableness, long-

term investment stock, and the sustainable growth of the company. Obviously, they 

think that corporate governance policy priority, written corporate governance policy, 

and written codes of conduct (weight score 3.48) are essential for the success of 

corporation governance. Furthermore, they also realize that continuous corporate 

value (weight score 3.29) is a factor driving good corporate governance not only in 

the short term but also in the long run.  

The smallest weight score was performance/promotion engagement with code 

of conduct (2.932). Most of them shared the idea that companies obviously do not 

consider a code of conduct in performance appraisal or job promotion.  Interestingly, 

the bottom-up communication with the IT channel showed the highest standard 

deviation (0.84), which reflects the different opinions among respondents. On the 

other hand, it may be considered as a gap between top management and the operation 

level in terms of feedback on corporate governance through the IT communication 

channel. 

Interestingly, debt against firm assets was average at 63.6% (the highest debt 

among business sectors). The debt was from public deposits or bond offerings. On the 
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other hand, the financial source of funds was heavily from public deposits and bond 

offerings, aside from equity fund raising.  

Institutional investors hold 18.2% of common shares, which was the highest 

among the business sectors. This represents the notion that the financial sector is the 

most attractive for institutional investors. 

Independence of the board was at 36.6%, which was above the SEC/SET 

requirement of one-third independent directorship (33%). By implication, this can 

illustrate that the financial sector needs strong trust and a good image regarding 

corporate governance from the public’s perspective. The board consisted of a large 

number of independent directors is one measure in promoting that. 
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Table 6.4 Descriptive Analysis and Correlation between Independent Variables: Finance Sector 

 

Variable Mean SD N 

CONT_

CG_VA

L 

PRI_W

RTPOL

I_WRT

COD 

BOTTU

P_COM

_IT 

RESOU 

PER-

PROM

O_ENG

_COD 

ATTID

_CG 

_ACHI

EV 

DIR_E

THIC 

BENEF

IT 

DEBTO

R 

INSTIT

ITION_

INVES

TOR 

BOARD

INDEP 

CONT_CG_VALUE 3.29 0.71 28 1.00           

PRI_WRTPOLI_WRTCOD 3.48 0.47 28 -0.04 1.00          

BOTTUP_COM_IT 3.27 0.71 28 0.32 0.27 1.00         

RESOU 3.13 0.64 28 0.73 -0.33 0.03 1.00        

PER-PROMO_ENG_COD 2.93 0.84 28 -0.06 0.10 -0.24 0.16 1.00       

ATTID_CG _ACHIEV 3.21 0.73 28 0.67 -0.05 0.15 0.71 0.01 1.00      

DIR_ETHIC 3.71 0.53 28 0.51 0.15 0.42 0.57 0.03 0.64 1.00     

BENEFIT 3.6 0.5 28 0.58 0.35 0.23 0.60 0.21 0.59 0.70 1.00    

DEBTOR 63.6% 28.05 28 -0.02 0.21 -0.21 0.09 0.13 0.09 0.21 0.14 1.00   

INSTITITION_INVESTOR 18.2% 8.90 28 0.23 -0.01 -0.36 0.32 0.26 0.11 0.01 0.19 0.40 1.00  

BOARDINDEP 36.6% 17.29 28 0.26 -0.09 -0.06 0.24 0.30 0.40 0.09 0.23 -0.10 0.21 1.00 
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The relationship between independent variables and corporate governance rating for 

the finance sector is shown below. 

 

CG = 0.397 +0.836 ATTID_CG _ACHIEV + 0.011 INSTITITION_INVESTOR

  (1.122)                 (7.722)                                         (2.436)   

  

R= 0.859      R2 = 0.738    F = 35.201     Sig =0.000 

According to the equation above, there are 2 independent variables which have 

a significant impact on corporate governance. These 2 independent variables can 

explain 73.8%. They are put in a sequence from maximum to minimum as follows. 

1) ATTID_CG _ACHIEV (Attitude toward Corporate Governance) 

Achievement) 

This had the most positive effect on corporate governance. In reality, the 

finance sector is under regulations and laws enacted by the Bank of Thailand (BOT). 

They have to comply with these laws and regulation; otherwise they will be punished 

with fee charges and a bad record. For this reason, they are good enough in resource 

allocation, policy priority, written CG policy, written code of conduct, and the 

importance of director ethics. Furthermore, their survival directly pertains to public 

confidence. As a result, corporate governance implementation was not different 

among the finance companies, except for attitude toward corporate governance 

achievement. Obviously financial companies do try their best to shift employees’ 

conscience to a corporate governance mindset. That is the reason why attitude toward 

corporate governance achievement has a significant positive impact on corporate 

governance. This corresponds to the in-depth interview with KBANK. Nuchsran 

Ratanachuchote, Head of the Corporate Governance, KBANK, identified it as a 

determinant of corporate governance. She shared her point of view about this attitude: 

From board to operation level, we all have a good attitude towards CG. 

It is a fundamental part of success. My duty is to keep promoting CG 

value for KBANK’s employees to realize how important are the prizes 

we have won.  It must be embraced in their interest.  Nevertheless, I 
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still confirm that KBANK employees are well-educated employees. 

Aside from good attitude towards CG policy implementation, we have 

to educate them with how to justify   what wrongdoing is and what 

rightdoing is because there are many regulations from Bank of 

Thailand and we have to comply. Of course, good attitude towards CG 

is a fundamentally driven force; otherwise, employees are bored. 

KBANK was enthusiastic about winning the CG award. Head of the Corporate 

Governance Department of KBANK stressed that good attitude towards CG was 

derived from how important CG was viewed to be and the benefit the companies 

could obtain from CG. KBANK does not engage in corporate KPI with a bonus 

scheme but consolidates its culture of good corporate governance into employees’ 

interest. In reality, the researcher would like to suggest applying both measures into 

CG implementation because corporate KPI with a bonus scheme will accelerate 

employees to have more participatory motivation and it will be easier for companies 

to consolidate its CG culture into the employees’ mindset. 

2) INSTITITION_INVESTOR (Influence of Institutional investor) 

Interestingly, the financial sector was the sector with maximal investment in 

SET (average 18% common share). According to the equation, a high ratio of 

institutional shares had a significant positive impact on the corporate governance 

rating. This corresponds to the finding that the financial sector is the most attractive 

for institutional investors among the business sectors. With the highest institutional 

share, the financial sector is classified with one of the best corporate governance 

ratings. This is due to the fact that institutional investors keep monitoring and need 

financial companies to disclose information in terms of financial performance, 

strategic investment plans, board of directors record, reputation, etc. All of these are 

accounted for in decision making. Institutional investors certainly invest only in 

companies they are confident in regarding corporate governance no matter whether 

those companies are tremendously successful in terms of financial performance. They 

protect their investment through monitoring before and after investment. The finding 

corresponds to Duangmon Chuengsatriansup’s (2009) notion that resources have a 
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significant positive impact on corporate governance implementation for the financial 

sector. 

Although financial companies, particularly banks, are generally monitored by 

the Bank of Thailand and insurance companies are monitored by the government 

insurance department, these companies are still indirectly monitored by institution 

investors. On the other hand, institution investors prefer to invest more in finance 

companies that have a better corporate governance rating. On the other hand, the 

companies are better in CG quality in which Institution investors intend to invest 

more. 

This corresponds to the finding from Nuchsran Ratanachuchote, Head of the 

Corporate Governance, KBANK. She is serious in expressing the following. 

The institutional investors hold around 22-23% of common share. 

They are HSBC Singapore, Bank of New York, Temasak, and mutual 

fund institutes. These parties are so demanding in financial information 

disclosure such as revenue, profit and future strategic investment 

planning. They scrutinize how well KBANK performs the Sorbonne 

financial audit. How well KBANK performs, compared with another 

domestic Thai banks in profitability and good corporate governance. 

There are formal inquiries during AGM and informal inquiries through 

the investor relationships of the director. 

By implication, institutional investors force financial companies to comply 

with international financial practices which reflect the performance of corporate 

governance. Furthermore, they protect their investment through closely monitoring 

their return on investment before and during investment. 
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6.3 Technology Sector 

Technology sector has 13 responded companies. For instance, they are AIS, 

DTAC, SHIN, TRUE, SAMART, THCOM, etc. Table 6.5 shows correlations 

between independent variables. 

The majority of correspondents in finance sector realize the importance of 

continuous corporate value (weight score 3.79) is factor driving to good corporate 

governance not only short term but also long run. The later is the importance of 

director ethics (weight score 3.70) because the nature of companies are directly 

related to the public. Ethic director will lead companies to do the righteous and good 

things. Furthermore, directors with good ethic reputation will create trust and 

confidence to the public. Obviously, they think that corporate governance policy 

priority and written corporate governance policy and written code of conduct (weight 

score 3.62) is also essential for the success in corporation governance.  

The smallest weight score is performance /promotion engagement with code 

of conduct (2.82). Most of them share that the companies obviously do not consider 

code of conduct in performance appraisal or job promotion.  Interestingly, attitude 

toward corporate governance achievement shows the highest standard deviation (0.54) 

which reflects opinion difference among respondents. 

Debt against firm asset is averagely 49.2%, implying that debt is also an 

essential source of fund for property sector because technology sector intrinsically 

needs huge financial budget in project investment.  

On average, institutional investor holds 11.7% of common share for 

technology sector which should be shifted to higher level if the technology can 

improve corporate governance quality in future. 

Independence director ratio is around 33% which represents that property 

sector complying with minimum requirement for directorship regulation of SEC and 

SET, (one third of directors (33%) pertaining to independence directors). 
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Table 6.5 Descriptive Analysis and Correlation between Independent Variables: Technology Sector 

 

 

Variable Mean SD N 

CONT_

CG_VA

L 

PRI_W

RTPOL

I_WRT

COD 

BOTTU

P_CO

M_IT 

RESOU 

PER-

PROM

O_ENG

_COD 

ATTID

_CG 

_ACHI

EV 

DIR_E

THIC 

BENEF

IT 

DEBTO

R 

INSTIT

ITION_

INVES

TOR 

BOAR

DINDE

P 

CONT_CG_VALUE 3.79 0.43 13 1.00           

PRI_WRTPOLI_WRTCOD 3.62 0.39 13 0.57 1.00          

BOTTUP_COM_IT 3.36 0.53 13 0.52 0.24 1.00         

RESOU 3.07 0.39 13 -0.02 -0.35 -0.36 1.00        

PER-PROMO_ENG_COD 2.82 0.46 13 -0.01 -0.52 0.15 0.45 1.00       

ATTID_CG _ACHIEV 3.29 0.54 13 0.45 0.36 0.02 0.54 0.37 1.00      

DIR_ETHIC 3.7 0.39 13 0.66 0.22 0.55 0.30 0.42 0.61 1.00     

BENEFIT 3.45 0.39 13 -0.40 0.09 -0.10 0.15 -0.13 0.08 0.00 1.00    

DEBTOR 49.2% 20.39 13 -0.03 -0.10 0.41 -0.15 -0.04 -0.05 0.39 0.30 1.00   

INSTITITION_INVESTOR 11.7% 15.62 13 0.22 0.10 -0.19 0.51 0.03 0.16 0.13 0.16 -0.35 1.00  

BOARDINDEP 32.8% 6.48 13 -0.15 0.11 -0.40 0.19 -0.50 -0.24 -0.15 0.26 0.21 0.318 1.00 
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The relationship between independent variables and corporate governance 

rating for the technology sector is shown below. 

 

CG = 2.656 + 1.142 BOTTUP_COM_IT + 0.022 INSTITITION_INVESTOR

  (16.939)                 (5.26)                                         (2.842)   

  

R= 0.860      R2 = 0.740      F = 15.628     Sig =0.001 

According to the equation above, there are 2 independent variables which had 

a significant impact on corporate governance. These 2 independent variables can 

explain 74%. They are put in a sequence from maximum to minimum as follows. 

1) BOTTUP_COM_IT (Bottom -up Communication with IT Channel) 

    Bottom-up Communication with the IT Channel had the most positive effect 

on corporate governance. In fact, most technology companies are under information 

technology regulations and laws enacted by the Ministry of Information and 

Communication Technology (ICT). They must not violate these laws and regulation; 

otherwise they will be punished with gigantic fee charges and a bad record. In order to 

comply with the law and to protect themselves from a bad reputation in the eyes of the 

public, corporate governance is one of prioritized policy implementations. The board 

directors in each company is well known to be qualified and they are accepted by the 

public. Obviously, the well-known boards of directors are identical among the 

technology companies, except for the operation level. The employees at the 

operations level are keen to share and provide feedback on their feelings towards 

corporate governance implementation at the top level and one of the effective 

channels is IT, such as the intranet and web boards in which they complain and get 

direct advice from management. According to the statistical analysis, companies with 

a higher degree of bottom-up Communication with the IT Channel demonstrated a 

better corporate governance rating.  

2) INSTITITION_INVESTOR (Influence of Institutional investor) 

According to the equation, the high ratio of institutional shares had a 

significany positive impact on the corporate governance rating. This was due to the 

fact that institutional investors keep monitoring and need financial companies to 
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disclose information in terms of financial performance, public confidence, corporate 

social responsibility (CSR), investment plans, board of director records, etc. 

Institutional investor certainly invests only in companies in which they are confident 

regarding corporate governance no matter whether those companies are tremendously 

successful in terms of financial performance. They protect their investment through 

monitoring before and during investment. Furthermore, technology companies do not 

dare to lose their reputation in the public if institutional investors withdraw their 

investment .As a result, technology companies at least try to retain and improve their 

corporate governance rating. 

The research found that institutional investors like JP Morgan, BNP Parisbar, 

or the California Public Employees’ Retirement Pension System (CalPERS) prefer to 

invest more in technology companies that have good corporate governance rating and 

are out of hidden political agenda. Thai IT technology still has a vast opportunity 

from the institutional investor perspective. 3G technology is in line with the country 

needs.  

6.4 Resource Sector 

The resource sector had 13 responding companies: PTT, PTTEP, BANPU, 

LANNA, RATCH, EGCO, etc. Table 6.6 shows the correlations between the 

independent variables; there was a high relationship between BENEFIT and 

BOARDINDEP with a high correlation at 0.82, more than 0.75. 

The majority of correspondents in the resource sector realize the importance of 

corporate governance policy priority, written corporate governance policy, and 

written codes of conduct (weight score 3.85). The second in importance was director 

ethics (weight score 3.82) because the company is directly related to the public 

interest. The directors’ ethics will lead companies to conduct themselves properly. 

Obviously, they realize that the importance of continuous corporate value (weight 

score of 3.77) is the factor driving good corporate governance consistently.  

The smallest weight score was performance/promotion engagement with code 

of conduct (2.77). Most of them shared the idea that the companies obviously do not 
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consider the code of conduct in performance appraisal or job promotion.  

Interestingly, performance/promotion engagement with the code of conduct also 

showed the highest standard deviation (0.97), which reflected the different opinions 

among the respondents (the different actions between companies in the sector). 

Debt against firm assets was on average 46%, implying that debt was also an 

essential source of funds aside from public equity fund raising. 

On average, institutional investors hold 15% of common shares for the 

resource sector, which was the second biggest, after the financial sectors. On the other 

hand, in the stock exchange of Thailand, two business sectors were the most attractive 

for institution investors; namely, the financial sectors and the resource sector, and 

interestingly, these two business sectors were classified as top in corporate 

governance quality in Thailand. 

The independence of directors ratio was around 41%, which was the highest 

among the business sectors. This can be explained by the fact that the resource sector 

engaged the interest of many stakeholders and was directly related to national 

resources. Transparency is needed in all concerned aspects, including economic 

(revenue and profit disclosure), environmental (resource depletion and nature 

destroy), and social (how well the acceptance from community). As a result, the 

independence of directors was one resolution that protects stakeholder benefits and 

promotes the image of companies. 
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Table 6.6 Descriptive Analysis and Correlation between Independent Variables: Resource Sector 

 

 

Variable Mean SD N 

CONT_

CG_VA

L 

PRI_W

RTPOL

I_WRT

COD 

BOTTU

P_CO

M_IT 

RESOU 

PER-

PROM

O_ENG

_COD 

ATTID

_CG 

_ACHI

EV 

DIR_E

THIC 

BENEF

IT 

DEBTO

R 

INSTIT

ITION_

INVES

TOR 

BOAR

DINDE

P 

CONT_CG_VALUE 3.77 0.44 13 1.00           

PRI_WRTPOLI_WRTCOD 3.85 0.32 13 0.22 1.00          

BOTTUP_COM_IT 3.58 0.40 13 -0.18 0.07 1.00         

RESOU 3.40 0.41 13 0.32 -0.47 -0.44 1.00        

PER-PROMO_ENG_COD 2.77 0.97 13 -0.14 0.21 0.42 -0.16 1.00       

ATTID_CG _ACHIEV 3.35 0.32 13 0.06 0.37 -0.13 -0.17 0.72 1.00      

DIR_ETHIC 3.82 0.32 13 0.08 -0.33 -0.38 0.42 0.08 0.25 1.00     

BENEFIT 3.67 0.41 13 -0.135 -0.73 -0.02 0.71 0.42 -0.25 0.54 1.00    

DEBTOR 46% 11.79 13 -0.18 -0.21 -0.53 0.29 -0.45 -0.18 -0.15 -0.04 1.00   

INSTITITION_INVESTOR 15 % 9.90 13 -0.25 -0.41 0.56 -0.39 0.07 -0.27 -0.33 0.16 -0.27 1.00  

BOARDINDEP 41% 13.46 13 -0.10 -0.65 -0.27 0.70 -0.01 -0.21 0.54 0.82* 0.28 -0.01 1.00 
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Due to the different types of variables, BOARDINDEP comprised the 

secondary data variable and BENEFIT was the primary data variable. Furthermore, 

these two variables can be explained in relationship to relevance. As a result, the 

researcher decided to divide the study into: 1. cut-off BOARDINDEP but keep 

BENEFIT and see the relationship between independent variables and corporate 

governance rating, and 2. cut-off BENEFIT but keep BOARDINDEP and see the 

relationship.  

1. Cut off BOARDINDEP but keep BENEFIT showed the relationship 

between the independent variables and corporate governance rating for resource, as 

shown below. 

 

CG = 0.642 + 1.020 ATTID_CG _ACHIEV + 0.856 BENEFIT  

          (0.882)                 (4.338)                                 (2.332)  

  

R= 0.812     R2 = 0.671      F = 10.22     Sig =0.004 

               According to the equation above, there are 2 independent variables which 

had a significant impact on corporate governance. These 2 independent variables can 

explain 67.1%. They are put in a sequence from maximum to minimum as follows. 

 

1) ATTID_CG _ACHIEV (Attitude toward Corporate Governance) 

Achievement) 

Attitude toward corporate governance achievement had the most positive 

effect on corporate governance. Remarkably, the majority of resource companies were 

highly ranked on the corporate governance rating.  They have gigantic assets and need 

large amounts of fund raising from public bond issuing, initial public offering, or 

loans from domestic banks and international banks for their business expansion. They 

are under watch of the NGO, the environmentalist and social or community, plus 

government control. Their survival directly pertains to public acceptance.  For all 

these reasons, they are good enough in resource allocation, CG policy priority, written 

CG policy and written code of conduct, and the importance of director ethics. As a 

result, corporate governance implementation was not different among the resource 

companies, except for attitude toward corporate governance achievement. Obviously 
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resource companies do try their best to shift employees’ conscience to embracing a 

corporate governance mindset, and they challenge their employees to collectively 

share ideas or join activities with concrete targets in order to achieve good corporate 

governance or CSR awards, not only domestically but only internationally. 

Employees from resource companies have better attitudes toward corporate 

governance achievement; the companies are better ranked in terms of corporate 

governance rating. 

According to the in-depth interviews with three prominent companies, they all 

confirmed that they realized the importance of good attitude toward corporate 

governance as a determinant. They think that without a good attitude, success could 

not be achieved because the board level may not set CG policy or priority or pursue 

CG policy implementation. Motivation must be originated from an insightful good 

attitude toward CG. They stress the willingness to win CG awards and the need for an 

excellent CG rating. Chavewan Kiatchokechaikul, Vice President of Corporate 

Governance and Community Relations of Bangchak elaborated: 

Our board has good attitude towards CG because they realize what the 

benefits from good corporate governance are. The board assigns Dr. 

Aunsorn (our MD) to drive corporate CG and of course, he has good 

attitude towards corporate governance policy implementation. He 

expresses his interest in monthly meetings with employees.  BCP 

employees are consolidated on good attitudes towards CG and feel it is 

a must to win CG awards. Up to now, we have won Top Corporate 

Governance Report Award at the SET Awards 2009, organized by SET 

and Banking magazine, for the fourth consecutive year. We are listed 

in the hall of fame proudly.  In case we miss award, of course, we will 

be consequently disappointed because it implies that we have are no 

longer a corporate governance company. It is a shame. 
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Boontiva Dansamasatid, Vice President Corporate Secretary Office of 

Ratchaburi Electricity Holding has a similar viewpoint: 

Our board of directors has a good attitude towards CG. They set CG 

winning accomplishment as corporate KPI that RATCH must be 

classified the excellent level of corporate governance reporting or win 

honorable award every year. Recently in 2009 we have been named 

one of the 41 listed companies with a full score of 100 points and 

recognized as excellent and good exemplary in the Thai investor 

association Annual General shareholder meeting ranking. 497 listed 

companies participated in the program. All employees will be enjoying 

with higher bonus grant if we win again. 

Nevertheless, Boontiva Dansamasatid, Vice President Corporate Secretary 

Office of Ratchaburi Electricity Holding shares an obstacle finding:  

It is somewhat a tough job for me to stimulate employees to be hungry 

for corporate governance award. Around 95% of employees were 

transferred from EGAT since 2000 as we realize EGAT is a state 

enterprise, and they are not satisfactorily responsive to globalized 

competition, compared to Private Corporation such As GE power Inc. 

Nevertheless, we later recruit talents and they have great impact on 

proactive trait which moves RATCH faster in a change. 

  RATCH mirrors the idea that although a good attitude towards CG is a 

determinant, but at the same time, it is hard core for RATCH to propel CG 

implementation. RATCH, however, employs strategic actions to resolve and it does 

work out. 

Wantanee Jaruke, Corporate Secretary of Petroleum Authority of Thailand 

(PTT), exclaims:  
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Yes, PTT employees want to win CG prize or rated “excellent level.” 

We have good attitude towards CG implementation and employees 

support collectively to win. It is our corporate reputation! We have 

common goal in winning CG award. Furthermore, our board advises 

corporate KPI is engaged with CG prize. 

From the quotes above, it can be seen that all three companies assert that a 

good attitude towards CG is a determinant of corporate governance. They are 

enthusiastic about winning the CG award. They stress that a good attitude towards CG 

is derived from how important CG is perceived or the benefits the companies should 

obtain from CG. The key success factor is the extent of the good attitude towards CG. 

The ultimate outcome is a must for wining the CG award consecutively. Some 

companies encourage employees to participate in CG accomplishments through the 

corporate KPI for bonus schemes, such as PTT and RATCH.  On the other hand, the 

BCP does not engage in corporate KPI with a bonus scheme but consolidates its 

culture of good corporate governance into employees’ interest. In reality, the 

researcher would like to advise them to apply both measures into their CG 

implementation because corporate KPI with a bonus scheme will encourage 

employees to have more participatory motivation and it will be easier for companies 

to consolidate its CG culture into the employees’ mindset. 

2) BENEFIT (Benefit Expectations from Corporate Governance) 

Benefit expectations from corporate governance is a result from the attitude 

toward corporate governance achievement because board and top management realize 

the benefits from corporate governance have a direct impact on company prosperity. 

From their perspective, corporate governance will lead the company to success, 

support the company in raising funds easily, and to be given low cost of capital, enjoy 

a good image and social acceptableness, shift stock for long term investment in the 

mind of investors, and sustain the growth of company in the long run. 

This corresponds to the in-depth interview findings, where three prominent 

resource companies agreed that benefit expectations from corporate governance were 

key success factors, apart from good attitude towards corporate governance. Perhaps 



178 

 

 

 

is the underlying assumption or antecedent assumption was to make companies have a 

good attitude because these companies looked forward to good ultimate outcomes for 

the companies.  

Chavewan Kiatchokechaikul, Vice President of Corporate Governance and 

Community Relations of Bangchak, elaborated about benefit expectation:  

We have won Top Corporate Governance Report Award at the SET 

Awards 2009, organized by SET and Banking and finance magazine. 

We are in the hall on the fame for hte fourth consecutive year. We 

have been always rated at excellent CG, conducted by IOD, SEC and 

SET since survey started. The ultimate benefit we want is 

sustainability of corporate growth. We define sustainability of 

corporate growth as satisfactory growth rate and commit environment 

development and social development. Unforgettably, we protect 

national energy security and improve Thai life. 

According to the viewpoint of the Vice president for corporate commercial 

and community relations of BCP, this clearly represents the idea that BCP is proud of 

its CG award and expects sustainability of corporate growth from corporate 

governance success which covers the economic aspect, the social aspect, the 

environmental aspect, and more impressively BCP protects and secures the national 

energy supply. 

Boontiva Dansamasatid, Vice President Corporate Secretary Office of 

Ratchaburi Electricity Holding has a similar opinion. 

We are benefited from the Top Corporate Governance Report Award, 

organized by SET and Banking magazine. The award was presented to 

listed companies with outstanding corporate governance report in 

compliance with corporate governance practices and we were rated as 

excellent in the corporate governance assessment of Thai listed 

companies 2009 conducted by Thai Institute of Directors Association, 
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and SET and SEC. Furthermore, we were recognized as Excellent and 

Good Example, among 497 participating listed company in 2009.  The 

ultimate benefit we want is sustainability of corporate growth. We 

define sustainability of corporate growth as satisfactory growth rate 

and optimize benefit for domestic shareholder and debtor, environment 

and community. 

Likewise, vice-president of the corporate secretary office of RATCH had a 

similar idea regarding benefit expectations, that is, sustainability of corporate growth, 

which includes economic growth, environment development, and community 

development. Moreover, RATCH also thinks of optimal benefits for shareholders as a 

primary need accommodation. This reflects the idea that the confidence of 

shareholders or debtors is one prime target for RATCH. The researcher was not 

surprised because RATCH set aside a budget presence for power plant project 

investment in neighbors such as Lao.  Otherwise, RATCH may risk project failure. 

Wantanee Jaruke, Corporate Secretary of Petroleum Authority of Thailand 

(PTT), exclaims similarly: 

In reality, we define the benefit from CG in our CG Handbook and 

Code of Conduct Handbook. They are: 1. to establish a system of 

management which is transparent and matches international standards 

in order to strengthen PTT’s competitiveness, as well as protect against 

and eliminate any conflicts of interest. 2. to build confidence among 

domestic and foreign investors by encouraging communication 

between PTT and its stakeholders, and to maximize the value of the 

company’s shares. 3. to provide a tool to measure PTT’s performance 

and monitor its operations to improve efficiency. 4. to build a 

framework that the Board and management shall be responsible for all 

stakeholders and the management shall commit to utilize their power 

within delegated authorities. 
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Interestingly, PTT defined the benefit expectations from CG in their CG 

handbook. This reminds PTT’s employees to realize the importance of CG. In reality, 

PTT does not directly stress sustainability growth but it indirectly points out that PTT 

wants CG to improve its competency and competitiveness and they express concern 

over stakeholder benefit protection. Moreover, PTT mentions encouraging foreign 

investors to recognize the value of company shares, implying that PTT wants to 

compete in the international market and boost its outstanding image internationally. 

 According to three resource companies’ expressions regarding benefit 

expectations vis-a-vis CG, the researcher can conclude that the benefit expectations 

from CG are a determinant of corporate governance for BCP, RATCH, and PTT. 

They are quite similar in that they look forward to sustainability in growth, not only in 

the economic aspect but also in the environmental and social aspects. BCP prefers to 

operate in the domestic market and PTT shows a clear intention to operate in the 

international market. The role of RATCH was obscure because RATCH aimed to 

expand its business to the international market such as power plants in Lao but benefit 

expectations dominated the nation interest.  

Interestingly, from quote, all three resource companies expressed the 

realization that social integration and ecological integrity represent material and 

monetary value. They intend to bridge the divide between corporate governance and 

corporate social and environmental responsibility, which implies that they realize 

social and environmental impact. Interestingly, in social terms they have never 

demonstrated commitment to their own employees. It seems that they are all paying 

more attention to the outside rather than internal emphasis.  

2. The cut-off BENEFIT but keep BOARDINDEP shows the relationship 

between independent variables and corporate governance rating for resource. as 

shown below. 

 

      CG = 2.818 + 0.023 BOARDINDEP  

                 (9.110)                 (3.217)  

  

R= 0.696     R2 = 0.485      F = 10.35     Sig =0.008 



181 

 

 

 

In equation above, there is one variable which has a significant impact on 

corporate governance. These independent variables can explain 48.5%, which is lower 

than that of the cut-off BOARDINDEP but keep BENEFIT.  

1) BOARDINDEP 

Interestingly, the equation shows the bigger ratio of board independence. The 

corporate governance rating was better accordingly. This corresponds to a statement 

of Chavewan Kiatchokechaikul, Vice President of Corporate Governance and 

Community Relations of Bangchak, who claims the following: 

I think more independent directors in our board; we will have better 

corporate governance quality. It is some kind of power balance, 

fairness sand disclosure. Right now, out of 15 directors, 7 directors are 

independent directors, equaling to 47%. They are from various 

backgrounds: from military, educational institutes, from financial 

institutes, and from district administration, environmentally preserved 

organization. They collectively help Bacngchak to accomplish 

corporate governance and sustainability in economic development, 

social development and environmental development. 

This is quite in line with PTT. Wantanee Jaruke, Corporate Secretary of 

Petroleum Authority of Thailand (PTT).  elaborates:  

Our board is perfect! Out of 15 directors, 10 members are independent 

directors (67%), whereas SEC requires 1/3 of board. We are above 

standard, compared with other business sectors or within resource 

companies. Independent directors background are from academic, 

economic advisors, banker, permanent secretary of industry ministry, 

permanent secretary-ministry of agriculture and cooperatives, 

permanent secretary of finance ministry and lawyer. 
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Conclusively, the ratio of independent directors has a positive significant 

impact on corporate governance, particularly for the resource sector. It can be 

explained that the resource sector is the “watch dog” of the public because it is 

directly related to national energy security such as oil and gas or even energy 

production. The way to win public trust is to increase the number of independent 

directors on the board. These independent directors do not intend to protect corporate 

profitability but they will also serve their original group, such as environmentalists, 

public government officers, etc.  

6.5 Agriculture and Food Sector 

The agriculture and food sector had 21 responding companies: CPF, TUF, 

TIPCO, MINOR TVO, SORKON, MBK, KSL, etc. Table 6.7 shows the correlations 

between the independent variables where none was greater than 0.75.  

 The majority of correspondents in the agriculture and food sector realized 

that the importance of director ethics (weight score 3.44) was a factor leading to good 

corporate quality. Later is benefit expectations from CG, which can lead the company 

to success, make it easier to search for sources of funds because fund owners are 

willing to fund through loan-offering or share-grasping, low cost of capital, good 

image or social acceptableness, long-term investment stock, and sustainable growth 

for the company (weight score 3.39). Obviously, they see the importance of corporate 

governance policy priority, written corporate governance policy, and a written code of 

conduct (weight score 3.33), all of which are also essential for the success of 

corporation governance.  

The smallest weight score was performance/promotion engagement with code 

of conduct (2.64). Most of them shared the notion that the companies obviously do 

not consider the code of conduct in performance appraisal or job promotion.  

Interestingly, attitude toward corporate governance achievement showed the highest 

standard deviation (0.85), which reflected the different opinions among the 

respondents. On the other hand, this implies opportunity for shifting to better attitudes 

in the agriculture and food sector. 
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Debt against firm assets was on average 38% and the average of institutional 

investor holdings was only 8.4% of common shares, implying that debt was below the 

mean of the overall stock market. This may illustrate that the agriculture and food 

sectors are still owned by families.   

The independence of directors ratio was 34%, which represents the idea that 

the agriculture and food sectors just comply with minimum requirements regarding 

the directorship regulations of the SEC and SET, (one third of directors (33%) 

pertaining to independence directors). 
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Table 6.7 Descriptive Analysis and Correlation between Independent Variables: Agriculture and Food Sector 

 

 

Variable Mean SD N 

CONT_

CG_VA

L 

PRI_W

RTPOL

I_WRT

COD 

BOTTU

P_CO

M_IT 

RESOU 

PER-

PROM

O_ENG

_COD 

ATTID

_CG 

_ACHI

EV 

DIR_E

THIC 

BENEF

IT 

DEBTO

R 

INSTIT

ITION_

INVES

TOR 

BOAR

DINDE

P 

CONT_CG_VALUE 3.14 0.79 21 1.00           

PRI_WRTPOLI_WRTCOD 3.33 0.84 21 0.53 1.00          

BOTTUP_COM_IT 2.88 0.74 21 0.40 0.36 1.00         

RESOU 2.85 0.82 21 0.00 0.32 -0.32 1.00        

PER-PROMO_ENG_COD 2.64 0.71 21 0.27 0.40 -0.15 0.68 1.00       

ATTID_CG _ACHIEV 2.71 0.85 21 0.37 0.19 0.28 0.01 0.27 1.00      

DIR_ETHIC 3.44 0.72 21 0.30 0.33 -0.11 0.72 0.69 -0.13 1.00     

BENEFIT 3.39 0.68 21 0.11 0.35 0.08 0.71 0.57 0.16 0.60 1.00    

DEBTOR 38.0% 20.54 21 0.15 0.08 -0.17 0.03 -0.08 -0.17 -0.07 -0.28 1.00   

INSTITITION_INVESTOR 8.4% 8.20 21 0.11 0.18 -0.15 0.35 0.19 0.26 0.02 0.14 0.32 1.00  

BOARDINDEP 34.1% 5.58 21 0.16 0.14 0.16 -0.24 -0.25 0.08 -0.13 -0.42 0.02 -0.23 1.00 
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The relationship between the independent variables and corporate governance 

rating for the agriculture and food sectors is shown below. 

 

CG = -0.601 + 0.592 DIR_ETHIC + 0.447 PER-PROMO_ENG_COD   

          (-1.212)                 (3.071)                                 (2.292)  

  

R= 0.848     R2 = 0.720      F = 23.094     Sig =0.000 

According to the equation above, there are 2 independent variables which have 

a significant impact on corporate governance. These 2 independent variables can 

explain 72%. They are put in a sequence from maximum to minimum as follows. 

1) DIR_ETHIC (Ethics of Directors) 

As seen in the equation, for the companies with a high degree of director 

ethics, the corporate governance rating is highly ranked. 

Obviously, the agriculture and food sectors are associated with numerous 

family-original businesses. The respondents realize the importance of director ethics. 

Apparently, they welcome directors with a family business background but they have 

to be good persons with no bad record and protect the benefits of employees, 

shareholders, customers, society, and the community. They should not be concerned 

with self-interest or over protect family interest and they have to be fair to employers, 

customers, and other stakeholders. 

Interestingly, international banks which run businesses in Thailand such as 

BNP PARIBAS and CITY Bank have a policy of double scrutinizing financial 

performance and of making sure that family-original business companies are truly 

good at corporate governance. Furthermore, ethical directors will be good example for 

employees and their subordinates. With trust and respect for their leader, the 

companies will be driven to achieve better corporate governance level. 

2) PER-PROMO_ENG_COD (Performance /promotion Engagement with 

Code of Conduct) 

According to the equation, for companies with a high degree of 

performance/promotion engagement with a code of conduct, corporate governance 

rating is high ranked. 
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Interestingly, performance/promotion engagement with a code of conduct 

should begins from top management to the operational level. The directors will be 

good leaders in terms of behavior, and subordinates will want a code of conduct to be 

one of the consideration criteria in performance appraisal and job promotion.  More 

interestingly, performance/promotion engagement with a code of conduct was 

weighed as the smallest score (2.64). Most of the respondents in this sector thought 

that performance/promotion engagement with a code of conduct had the least impact 

on corporate governance quality but in reality, it does. 

Conclusively, this business sector intrinsically needs transparency, not only at 

the top management level in director recruitment but also at the operation level for 

performance appraisal and job promotion. Both levels need candidates that are not 

only capable but also ethical. 

6.6  Industry Sector 

The industry sector had 21 responding companies: PTTCH, PTTAR, TPC, 

GSTEEL, BAT-3K, SSSC, etc. Table 6.8 shows the correlations between the 

independent variables and none was greater than 0.75.  

 The majority of correspondents in the industry sector realized that the 

importance of director ethics (weight score 3.46) was the factor driving good 

corporate governance. This implies that directors as leaders must be not only highly 

capable but also ethical as good examples for employees. Later is benefit expectations 

from CG in which can lead the company to success and make it easier to search for 

sources of funds because fund owners are willing to fund through loan offering or 

share grasping, low cost capital, good image or social acceptableness, long-term 

investment stock, and sustainable growth for the company (weight score of 3.30). The 

third was the importance of continuous corporate value (weight score of 3.24), which 

was a factor driving good corporate governance not only in the short term but also 

long run. Obviously, they see the importance of corporate governance policy priority, 

written corporate governance policy, and written code of conduct (weight score of 

3.22). all of which are essential for the success of corporation governance.  
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The smallest weight score was bottom-up communication with the IT channel 

(weight score 2.62). Most of respondents shared that it was at a low frequency and 

policy did not allow employees to provide feedback on CG ideas or make inquiries to 

top management. Interestingly, performance/promotion engagement with a code of 

conduct showed the highest standard deviation (0.89), which reflected the wider 

opinion differences among respondents.  

Debt against firm asset was on average 40%, implying that debt was also an 

essential source of funds aside from public equity fund raising. 

On average, institutional investors hold 10% of common shares, which is not 

significantly different from the average of the overall stock market. Apparently, the 

industry sector may not be an outstanding star for institution investors. 

The director independence ratio was around 33%, which represented a 

minimal level for the SET/SEC requirements for directorship independence. 
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Table 6.8 Descriptive Analysis and Correlation between Independent Variables: Industry Sector 

 

 

Variable Mean SD N 

CONT_

CG_VA

L 

PRI_W

RTPOL

I_WRT

COD 

BOTTU

P_CO

M_IT 

RESOU 

PER-

PROM

O_ENG

_COD 

ATTID

_CG 

_ACHI

EV 

DIR_E

THIC 

BENEF

IT 

DEBTO

R 

INSTIT

ITION_

INVES

TOR 

BOAR

DINDE

P 

CONT_CG_VALUE 3.24 0.77 21 1.00                     

PRI_WRTPOLI_WRTCOD 3.22 0.78 21 0.56 1.00                   

BOTTUP_COM_IT 2.62 0.74 21 0.20 0.41 1.00                 

RESOU 2.63 0.74 21 0.72 -0.02 -0.15 1.00               

PER-PROMO_ENG_COD 2.83 0.89 21 0.72 0.52 0.18 0.66 1.00             

ATTID_CG _ACHIEV 2.83 0.76 21 0.71 0.51 0.01 0.56 0.70 1.00           

DIR_ETHIC 3.46 0.69 21 0.00 0.17 0.00 0.00 0.14 0.29 1.00         

BENEFIT 3.3 0.6 21 0.00 -0.37 -0.14 0.25 -0.19 0.18 0.03 1.00       

DEBTOR 40.1% 15.42 21 0.15 0.08 -0.17 0.03 -0.08 -0.17 -0.07 -0.28 1.00     

INSTITITION_INVESTOR 10.1% 16.37 21 0.11 0.18 -0.15 0.35 0.19 0.26 0.00 0.14 0.32 1.00   

BOARDINDEP 33.3% 12.31 21 0.16 0.14 0.16 -0.24 -0.25 0.08 -0.13 -0.42 0.02 -0.23 1.00 
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The relationship between independent variables and corporate governance 

rating for the industry sector is shown below. 

 

CG =      0.242 + 0.778 CONT_CG_VAL    

                (0.371)                 (3.962)  

  

R= 0.673     R2 = 0.452      F = 15.697     Sig =0.000 

According to the equation above, there is a single independent variable which 

had a significant impact on corporate governance: Continuous Corporate Governance 

Value. This single independent variable can explain 45.2%.  

1) CONT_CG_VAL (Continuous Corporate Governance Value) 

According to the equation, for companies with a high degree of continuous 

corporate governance value, the corporate governance rating was highly ranked. 

Obviously, the majority of companies in this sector were big corporations 

rather than family businesses, which had international partnerships in technology 

setup and development. Their products are plastics and batteries, construction steel, 

etc. These products are vulnerable to market mechanisms. Sometimes, supply is over 

demand in the market, the price of products is lower that the total cost and otherwise 

there is some seasonality, the demand is much more than supply, which boosts the 

price, and they enjoy an impressive margin. This type of sector has to be flexible and 

adapt to survive in a dynamic environment. New product development or facility 

investment is prioritized, which distracts attention from corporate governance 

implementation, regardless of encouraging or maintaining corporate value regarding 

corporate governance.  

Conclusively, the companies which keep promoting corporate governance 

value continuously tend to rank highly in the corporate governance rating. 
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6.7 Consumer Sector 

The consumer sector had 13 responding companies: ICC, SITHAI, WACOAL, 

PRANDA, OCC, KYE etc. Table 6.9 shows the correlations between the independent 

variables.  

The majority of correspondents in the industry sector realized that the 

importance of director ethics (weight score 3.21) was a factor driving good corporate 

governance. This implies that directors as leaders must be not only highly capable but 

also ethical as good examples for employees. The later is benefit expectations from 

corporate governance (weight score 3.04) was a factor driving to an ultimate 

successful outcome. Obviously, they realize that the priority of corporate governance 

policy, written corporate governance policy, and a written code of conduct (weight 

score 3.00) are the of essences for the success of corporation governance.  

The smallest weight score was performance/promotion engagement with code 

of conduct (weight 2.31). Most of them shared the idea that the companies obviously 

do not consider a code of conduct in performance appraisal or job promotion. 

Interestingly, corporate governance policy priority, written corporate governance 

policy, and written code of conduct showed the highest standard deviation (0.86), 

which reflected wider opinion differences among respondents.  

Debt against firm asset was on average 22.2%, and the average of institutional 

investor holdings was only 6.5% of common shares, implying that debt was below the 

mean of the overall stock market. This can be illustrated with two sound assumptions: 

first, the consumer sector is still retained by family ownership; second, because of the 

nature of consumer products, such as fashion/textiles, cosmetics, etc., it is highly 

competitive because it is about fashion and customer favors and the battle for 

innovative ideas . Product lifetime is relatively short with an abundance of 

competitors in the market. For this reason, the consumer sector is one in which it is 

difficult to obtain bank loans, and institution investors are not tremendously interested 

in investment. 

The director independence ratio was 34.3%, which suggests that the consumer 

sector just complies with the minimum requirements for the directorship regulations 
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of the SEC and SET, (one third of directors (33%) pertaining to independence of 

directors). 

The relationship between independent variables and corporate governance 

rating for the consumer sector is shown below. 

 

CG =      1.059 + 0.858 RESOU + 0.519 CONT_CG_VAL  

                (2.34)                 (2.30)                  (3.44) 

  

R= 0.795     R2 = 0.632     F = 8.572     Sig =0.007 

According to the equation above, there are two independent variables which 

have a significant impact on corporate governance. These two independent variables 

can explain 79.5%.  

1) RESOURCE (Resources) 

According to the equation, with a high degree of resources, the corporate 

governance rating was highly ranked accordingly. 

Obviously, the consumer sector is a dynamic business. Products such as 

costumes, leather handbags, decorated stuff in kitchen, and furniture are vulnerable to 

consumer emotion and favor and tend to become outdated in a short time. The 

companies must sacrifice resources for innovation and compete with time before 

competitors copy and duplicate. This type of sector has to be flexible and adapt to 

survive in highly competitive circumstances. On the other hand, with a low margin, 

the board is likely to limit resource allocation for corporate governance 

implementation, regardless of the resources in the budget, manpower, training, and 

equipment. If consumer companies invest in corporate governance implementation 

with the resources with manpower, equipment and training, the corporate governance 

rating will be better accordingly. 

 

 



 

 

 

 

1
9
2
 

Table 6.9 Descriptive Analysis and Correlation between Independent Variables: Consumer Sector 

 

 

 

Variable Mean SD N 

CONT_

CG_VA

L 

PRI_W

RTPOL

I_WRT

COD 
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_ACHI

EV 

DIR_E
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R 
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ITION_
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TOR 
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P 

CONT_CG_VALUE 2.85 0.99 13 1.00           

PRI_WRTPOLI_WRTCOD 3.00 0.87 13 0.38 1.00          

BOTTUP_COM_IT 2.65 0.85 13 0.17 67 1.00         

RESOU 2.71 0.82 13 0.01 -0.15 
-0.57 

 
1.00        

PER-PROMO_ENG_COD 2.31 0.80 13 0.02 -0.22 -0.1 0.23 1.00       

ATTID_CG _ACHIEV 2.65 0.66 13 0.62 0.11 -0..11 0.47 0.01 1.00      

DIR_ETHIC 3.21 0.8 13 0.01 0.47 0..02 0.56 -0.14 0.38 1.00     

BENEFIT 3.04 0.79 13 0.41 0.37 0.13 0.21 0.02 0.01 0.22 1.00    

DEBTOR 22.2% 14.00 13 0.50 0.52 0.49 -0.35 -0.51 0.22 0.01 0.42 1.00   

INSTITITION_INVESTOR 6.5% 6.5 13 0.51 0.32 0.15 0.17 0.44 0.41 0.15 0.46 0.27 1.00  

BOARDINDEP 34.3% 7.8 13 0.41 0.13 0.13 -0.23 -0.58 0.06 -0.16 0.06 0.47 -0.27 1.00 
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2) CONT_CG_VAL (Continuous CG Value) 

According to the equation, with companies with a high degree of continuous 

corporate governance value, the corporate governance rating was ranked accordingly 

high. 

Obviously, this type of business is dynamic. Their products are fashion 

costumes, jewelry, and designed furniture. These products are vulnerable to consumer 

emotion and favor and tend to become outdated in a short time. The companies must 

sacrifice resources for innovation and compete with time before competitors will copy 

and duplicate. This type of sector has to be flexible and compete to survive in a 

dynamic environment. As a result, they are most likely to disregard in promoting 

corporate value for corporate governance.  

Conclusively, the companies which keep promoting corporate governance 

value continuously tend to rank high in corporate governance. 

6.8 Property Development and Construction Sector 

The property development and construction sector had 25 responding 

companies: AMATA, CPN, LH, HEMRAJ, MJD, SAMCO, etc. Table 6.10 shows the 

correlations between independent variables.  

The majority of correspondents in the property development and construction 

sector realized that the importance of director ethics (weight score 3.37) was a factor 

driving in good corporate governance. This implies that directors as leaders must be 

not only highly capable but also ethical as good examples for employees. The second 

was benefit from corporate governance (weight score of 3.25,) which can lead the 

company to success and make it easier to search for sources of funds because fund 

owners are willing to fund through loan offering or share grasping, low cost of capital, 

good image or social acceptableness, long term investment stock, and sustainable 

growth for the company. Obviously, they realize that the importance of continuous 

corporate value (weight score of 3.24) is a factor leading to good corporate 

governance not only in the short term but also the long run.  
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The smallest weight score was performance/promotion engagement with code 

of conduct (weight 2.60). Most of them shared the idea that the companies obviously 

do not consider a code of conduct in performance appraisal or job promotion. 

Interestingly, bottom-up communication with the IT channel showed the highest 

standard deviation (0.82), which reflected the wider opinion differences among 

respondents.  

Interestingly, debt against firm assets was on average 51.3% (the second 

highest debt, later from the finance sector). On the other hand, loan and bond offering 

was an essential source of funds, aside from equity fund raising. By nature, the 

property development and construction sector needs a huge budget to invest in 

construction and maintenance—sole equity fund raising does not suffice. 

Institutional investors hold 16.1% of common shares, which was the second 

highest later from the financial sector (same level as resource sector). This suggests 

that the finance sector, the property development & construction sector, and the 

resource sector are the most attractive for institutional investors. 

The director independence ratio was around 34%, which was at a minimal 

level of the SET/SEC requirements for independence of directorship. 

The relationship between independent variables and corporate governance 

rating for the property development and construction sector is shown below. 

 

CG = -1.141 + 0.650 BENEFIT + 0.464 ATTID_CG _ACHIEV  

           (-1.795)           (2.925)                                (2.692) 

 

+ 0.031 INSTITITION_INVESTOR 

               (4.386) 

 

R= 0.846     R2 = 0.716      F = 17.629     Sig =0.000 

From equation above, there are 3 independent variables which had a 

significant impact on corporate governance. These 3 independent variables can 

explain 71.6%.  
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1) BENEFIT (Benefit Expectation from Corporate Governance) 

According to the equation, with companies with a high degree of benefit 

expectations of corporate governance, the corporate governance rating was highly 

ranked. 

The majority of the property development and construction sector have 

gigantic assets and need large amounts of fund raising from public bond issuing, 

initial public offering, or loans from domestic banks and international banks for their 

business expansion. This has a direct impact on company prosperity. To 

accommodate the target, they must initiate and improve corporate governance quality. 

2) ATTID_CG _ACHIEV (Attitude toward Corporate Governance) 

Achievement) 

From the equation, it can be seen that for the companies with a high degree of 

attitude toward corporate governance achievement, the corporate governance rating 

was highly ranked. 

This corresponds to the benefit expectations of corporate governance.  

Companies in property development and construction should educate their employees 

as to the benefit of corporate governance and encourage them to have good attitudes 

toward corporate governance achievement. 
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Table 6.10 Descriptive Analysis and Correlation between Independent Variables: Property Development and Construction Sector 

 

Variable Mean SD N 

CONT_

CG_VA

L 

PRI_W

RTPOL

I_WRT

COD 

BOTTU

P_CO

M_IT 

RESOU 

PER-

PROM

O_ENG

_COD 

ATTID

_CG 

_ACHI

EV 

DIR_E

THIC 

BENEF

IT 

DEBTO

R 

INSTIT

ITION_

INVES

TOR 

BOAR

DINDE

P 

CONT_CG_VALUE 3.24 0.6 25 1.00           

PRI_WRTPOLI_WRTCOD 3.2 0.78 25 0.00 1.00          

BOTTUP_COM_IT 2.74 0.82 25 0.42 0.13 1.00         

RESOU 2.63 0.65 25 0.51 -0.08 0.11 1.00        

PER-PROMO_ENG_COD 2.6 0.5 25 0.15 0.11 0.10 0.26 1.00       

ATTID_CG _ACHIEV 2.78 0.66 25 0.35 0.21 0.24 0.56 0.38 1.00      

DIR_ETHIC 3.37 0.54 25 0.51 0.59 0.13 0.42 0.09 0.43 1.00     

BENEFIT 3.25 0.51 25 0.31 0.08 0.32 0.41 0.25 0.53 0.53 1.00    

DEBTOR 51.3% 19.41 25 -0.35 -0.29 -0.03 -0.03 -0.18 -0.30 -0.19 0.36 1.00   

INSTITITION_INVESTOR 16.1% 13.65 25 -0.19 0.07 -0.16 0.15 0.12 -0.01 0.02 0.01 0.04 1.00  

BOARDINDEP 34.2% 13.26 25 -0.11 0.20 -0.03 0.05 0.15 0.09 0.00 -0.03 -0.26 0.11 1.00 
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3) INSTITITION_INVESTOR (Influence of Institutional investor) 

Institutional investor’s investment is averagely 16%, which was second to the 

finance sector.  According to the equation, the high ratio of institutional share had a 

significant positive impact on corporate governance rating. This was due to 

institutional investors continuing to monitor and needing companies to disclose 

information in terms of financial performance, status of relationships with society or 

the community, corporate social responsibility, investment plans, board of directors 

records, etc. All of these count in decision-making analysis. Due to the trust from 

people that put money in financial institutions to invest for their wealth, the property 

and construction must consequently perform well in the eyes of these retail investors. 

As a result, the corporate governance qualities of companies in which institution 

investors invest is one of the criteria to be considered. Institutional investors have 

remarked clearly that they invest only in companies whose corporate governance they 

trust, no matter if those companies are tremendously successful in financial 

performance.  That is the reason why companies re enforced directly to at least 

maintain and ultimately improve their corporate governance quality; otherwise the 

institutional investors will withdraw their money and invest in companies that are 

good in corporate governance. As a result, the companies will lose the trust of 

stakeholders because they are in doubt concerning why institutional investors have 

run away from them and this will make it difficult to raise funds in the future.  

6.9 Service Sector 

The service sector had 35 responding companies: MCOT, BEC, GENCO, 

GRAMMY, THAI, AOT, etc. Table 6.11 shows the correlations between independent 

variables.  

The majority of correspondents in the industry sector realize that the 

importance of director ethics (weight score 3.61) is a factor driving good corporate 

governance. This implies that directors as leaders must be not only highly capable but 

also ethical as good examples for employees. The second was benefit expectations 

from corporate governance (3.41), corporate governance policy priority, and written 
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corporate governance policy; and written code of conduct (weight score 3.35) was the 

third. 

The smallest weight score was performance/promotion engagement with code 

of conduct (weight 2.61). Most of them shared the notion that the companies 

obviously do not consider a code of conduct in performance appraisal or job 

promotion. Interestingly, performance/promotion engagement with a code of conduct 

and bottom-up communication with the IT Channel showed the highest standard 

deviation (0.83), which reflected the wider opinion differences among respondents.  

Debt against firm assets was on average 42.5%, implying that debt was also an 

essential source of funds aside from public equity fund raising. 

On average, institutional investors hold 13.7% of common shares, which is not 

significantly different from the average of the overall stock market. Apparently, the 

industry sector is not an outstanding star from an institution investor point of view. In 

reality, Thailand has a high potential in the service industry because it is a country 

that focus on tourism and in a strategic logistic hub for the Asian region. The 

researcher believes that if the government puts greater effort into promotion and 

provides incentives for the service industry, plus strictly controls the service industry 

for better corporate governance, the institutional investor should invest more in shares 

of the service sector.  

The director independence ratio was 34.4%, which was not significantly far 

from the minimal level of the SET/SEC requirements for the independence of 

directors. 
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Table 6.11 Descriptive Analysis and Correlation between Independent Variables: Service Sector 

 

 

Variable Mean SD N 

CONT_

CG_VA

L 

PRI_W

RTPOL

I_WRT

COD 

BOTTU

P_CO

M_IT 

RESOU 

PER-

PROM

O_ENG

_COD 

ATTID

_CG 

_ACHI

EV 

DIR_E

THIC 

BENEF

IT 

DEBTO

R 

INSTIT

ITION_

INVES

TOR 

BOAR

DINDE

P 

CONT_CG_VALUE 3.14 0.65 35 1.00           

PRI_WRTPOLI_WRTCOD 3.35 0.67 35 0.16 1.00          

BOTTUP_COM_IT 2.73 0.83 35 0.31 0.065 1.00         

RESOU 2.64 0.71 35 -0.17 0.17 0.049 1.00        

PER-PROMO_ENG_COD 2.61 0.83 35 0.10 -0.12 0.356 -0.28 1.00       

ATTID_CG _ACHIEV 2.97 0.74 35 0.74 0.25 0.37 0 0 1.00      

DIR_ETHIC 3.61 0.57 35 0.60 0.39 0.123 -0.28 -0.10 0.64 1.00     

BENEFIT 3.41 0.61 35 0.65 0.18 0.282 -0.23 0.10 0.73 0.71 1.00    

DEBTOR 42.5% 20.32 35 0.37 0.19 0.25 0.02 0.14 0.40 0.18 0.30 1.00   

INSTITITION_INVESTOR 13.7% 12.08 35 0.03 -0.09 0.00 0.09 -0.23 0.02 0.08 0.15 0.22 1.00  

BOARDINDEP 34.4% 9.38 35 0.21 0.27 0.23 0.25 0.14 0.06 0.01 0.04 0.15 0.09 1.00 



200 

 

 

 

The relationship between independent variables and corporate governance 

rating for the service sector is shown below. 

 

CG = 7.47 + 0.619 PRI_WRTPOLI_WRTCOD + 0.582 ATTID_CG _ACHIEV  

           (1.934)           (2.529)                                (4.653) 

 

+ 0.018 INSTITITION_INVESTOR 

               (2.400) 

 

R= 0.756     R2 = 0.571      F = 13.754     Sig =0.000 

According to the equation above, there are 3 independent variables which had 

a significant impact on corporate governance. These 3 independent variables can 

explain 57.1%.  

1) PRI_WRTPOLI_WRTCOD (Policy Priority and Written CG policy and 

Written Code of Conduct) 

According to the equation, for the companies with a high degree of policy 

priority, written CG policy, and a written code of conduct, the corporate governance 

rating was highly ranked. 

The function of service companies is designed to help them try their best to 

accommodate public needs. They must position themselves with a good image in the 

eyes of public. If the service companies have a bad reputation regarding corruption or 

fraud, the public will lose confidence and switch to competitors that have a better 

image. In order to be acceptable to the public, corporate governance is one of the 

answers. These companies have written a corporate governance policy, implying that 

they are committed to achieving the target of good corporate governance. 

Furthermore, a written code of conduct is a guide for employees to conform to best 

practices for service without wrongdoing. The corporate governance policy priority is 

an effective means to achieve the end of good corporate governance because 

employees know what their target and duty are. 

2) ATTID_CG _ACHIEV (Attitude toward Corporate Governance) 

Achievement) 
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According to the equation, for companies with a high degree of attitude 

toward corporate governance achievement, the corporate governance rating is highly 

ranked. 

Aside from written corporate governance policy and a code of conduct, the 

attitude and willingness of employees toward corporate governance achievement are 

very important.  The researcher was not surprised about the good attitude because this 

is in line with the concept of service, which is naturally characteristic from a work 

perspective and a corporate governance achievement perspective. It is a significant 

factor in raising the corporate governance rating. 

3) INSTITITION_INVESTOR (Influence of Institutional investor) 

From the equation, it can be seen that a high ratio of institutional shares has a 

significantly positive impact on the corporate governance rating. Thailand is a tourist 

destination for foreigners and on average 30% of the GDP comes from service 

industries such as hotels, transportation, etc. Furthermore, Thailand is a logistic hub of 

Asia and this service industry is increasing year by year. Undeniably, institutional 

investors are very interested in investment. 

As institutional investors invests, they need to keep monitoring and need 

companies to disclose information in terms of financial performance, the status of 

relationships with the society and the community, corporate social responsibility, 

investment plans, board of directors records, etc. All of these are important in 

decision-making analysis. That is the reason why companies are forced directly to at 

least maintain and ultimately improve their corporate governance quality; otherwise 

the institutional investors will withdraw their money and invest in companies that 

exhibit good corporate governance. As a result, the companies will lose the trust of 

stakeholders because they wonder why institutional investor ran away from them, thus 

making it difficult to raise funds in the future. 

6.10  Market Alternative Investment (MAI) 

The industry sector had 13 responding companies: TNDT, YUASA, UEC, 

PICO, etc. Table 6.12 shows the correlations between independent variables.  
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The majority of correspondents in the industry sector realize that the 

importance of director ethics (weight score 3.69) is a factor driving good corporate. 

This implies that directors as leaders must be not only highly capable but also ethical 

as good examples for employees. Later is the importance of continuous corporate 

value (weight score 3.31) which is factor to good corporate governance not only in the 

short term but also in the long run. Obviously, they see the importance of the benefit 

from corporate governance in supporting them in expanding their business in the 

future (weight score 3.29).  

The smallest weight score was resource allocation (weight 2.54), which 

reflected the notion that they were experiencing hardship regarding resource 

availability at an early stage of corporate governance implementation. Interestingly, 

bottom-up communication with IT channel showed the highest standard deviation 

(0.66), which reflected the wider opinion differences among respondents.  

Debt against firm assets was on average 47.5%, implying that debt was also an 

essential source of funds aside from public equity fund raising. Interestingly, this was 

not significantly different from that of the overall stock market. Nevertheless, the 

researcher was quite concerned over the debt because at an early stage of business 

start up, the companies should not have too burdensome an obligation to pay debt 

because debt is harder than equity and the start-up companies may take risk 

bankruptcy if the operational profit is not yet satisfactory. The Thai government 

should place greater effort into fund SMEs, which include the MAI, in order to 

survive in the long run by offering soft loans or incubator distribution units 

throughout the country. 

On average, institutional investors hold 3.3% of common shares. The 

researcher was not surprised by this because of two sound assumptions. First, start-up 

companies often have a family origin and, second, institutional investors are in-

secured to take risk with start-up companies. Again, the Thai government should work 

hard in searching and matching business angels or venture capitalists with SME or 

MAI companies. 

The director independence ratio was 32%, which was significantly far below 

the minimal level of the SET/SEC requirements for independence of directorships. In 
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order to shift the CG quality level, MAI companies should comply at least with the 

minimal level of SET/SEC requirements for independence of directorships. 

The relationship between independent variables and corporate governance 

rating for the MAI is shown below. 

 

CG = 2.453 + 0.941 PRI_WRTPOLI_WRTCOD  

           (22.753)                  (3.197)  

 

R= 0.694     R2 = 0.482     F = 10.218     Sig =0.009 

According to the equation above, there is single independent variable which 

had a significant impact on corporate governance. This single independent variable 

can explain 48.2%  

1) PRI_WRTPOLI_WRTCOD (Policy Priority and Written CG policy and 

Written Code of Conduct) 

From the equation, it can be seen that for the companies with a high degree of 

policy priority, written CG policy, and a written code of conduct, the corporate 

governance rating is highly ranked. 

The MAI is associated with varieties of business sectors, and they are young—

on average 5 years from first establishment. They also obtain less than 200 million 

baht from public offering. 

As young established companies, they have to strive to survive competition. 

Apparently these companies experience hardship in terms of resource availability for 

corporate governance implementation. Nevertheless, supposedly companies have a 

written corporate governance policy, implying that they are committed to achieving a 

target of good corporate governance. Furthermore, a written code of conduct is a 

guide for employees to conform to code of conduct or best practice and prevent 

wrongdoing. The corporate governance policy priority is an effective means to 

achieve the end of good corporate governance because employees understand what 

their target and duty are. 

 

 



 

 

 

 

2
0
4
 

Table 6.12 Descriptive Analysis and Correlation between Independent Variables: MAI 

 

 

Variable Mean SD N 

CONT_

CG_VA

L 

PRI_W

RTPOL

I_WRT

COD 

BOTTU

P_CO

M_IT 

RESOU 

PER-

PROM

O_ENG

_COD 

ATTID

_CG 

_ACHI

EV 

DIR_E

THIC 

BENEF

IT 

DEBTO

R 

INSTIT

ITION_

INVES

TOR 

BOAR

DINDE

P 

CONT_CG_VALUE 3.31 0.48 13 1.00           

PRI_WRTPOLI_WRTCOD 3.03 0.36 13 0.53 1.00          

BOTTUP_COM_IT 2.96 0.66 13 0.35 0.42 1.00         

RESOU 2.54 0.29 13 -0.32 -0.32 -0.03 1.00        

PER-PROMO_ENG_COD 2.65 0.69 13 -0.01 0.46 0.23 0.44 1.00       

ATTID_CG _ACHIEV 2.92 0.64 13 0.170 0.20 0.01 0.32 0.50 1.00      

DIR_ETHIC 3.69 0.4 13 0.48 0.23 0.53 0.24 0.34 0.32 1.00     

BENEFIT 3.29 0.42 13 0.38 0.50 0.46 0.30 0.65 0.63 0.59 1.00    

DEBTOR 47.3% 27.33 13 0.13 0.30 0.43 -0.22 -0.10 -0.40 -0.31 -0.18 1.00   

INSTITITION_INVESTOR 3.3% 4.30 13 0.12 0.50 -0.14 -0.12 0.02 0.14 -0.21 -0.07 0.09 1.00  

BOARDINDEP 32.0% 8.10 13 0.33 -0.16 0.22 0.04 -0.08 -0.31 0.05 -0.14 0.34 -0.19 1.00 
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6.11  Summary 

Chapter 6 was designed to respond to research question 2: What are the 

determinants of corporate governance in the overall stock market, in the business 

sectors, and in the MAI in Thailand?  

From the study of the business sector dummy, it is apparent that the resource 

sector had a significant positive impact on the corporate governance rating in 2009 at 

the overall market level. Interestingly, the MAI had a significantly negative impact on 

the corporate governance rating in 2009 at the overall market level. 

From the findings, as shown in Table 6.13, different business sectors have 

different determinants. The top three determinants are influence of institutional 

investor, attitude toward corporate governance achievement, and benefit expectations 

of corporate governance,. Individual explanations for the determinants will be 

included in Chapter 7, where the conclusion and recommendations are discussed. 
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Table 6.13 Relationship between Independent Variables and Corporate Governance Rating: Categorizing with Business Sectors 

Independent Variable 

Overall 

Stock 

Market 

Finance Technology Resource 
Agriculture

& Food 
Industry Consumer 

Constructio

n 
Service MAI 

CONT_CG_VAL: SA SA SA SA  Sig+ Sig+   SA 

PRI_WRTPOLI_WRTCOD SA SA SA SA SA    Sig+   SA Sig+    

BOTTUP_COM_IT  SA Sig+   SA SA       

RESOU Sig+   SA   Sig+       

PER-PROMO_ENG_COD     Sig+      

ATTID_CG _ACHIEV Sig+ Sig+    SA SA Sig+     SA    Sig+ Sig+  

DIR_ETHIC Sig+      SA SA SA SA Sig+     SA SA  SA SA SA 

BENEFIT Sig+      SA SA SA Sig+     SA SA SA  Sig+ SA SA 

BOARDINDEP Sig+   * Sig+        

DEBTOR           

INSTITITION_INVESTOR Sig+ Sig+ Sig+     Sig+ Sig+  

Remark: Sig+ = Significant Positive 

    SA   = Strongly Agree (Likert Scale 3.26-4.0) 



 

 

CHAPTER 7  
 
 

CONCLUSIONS AND RECOMMENDATIONS 

This chapter is aimed at concluding the study results and recommendations, 

plus policy implication actions. In addition, this chapter also identifies what the 

research limitations were, and in making recommendations for future research study 

regarding corporate governance in Thailand. 

7.1 Conclusions 

7.1.1 Research Question I: What were the Relationships between 

Business Sectors, Total Firm Assets, and Firm Ages in the 

Corporate Governance Rating in 2009? 

1 Overall, the population of 290 companies was distributed among 9 

business sectors, agriculture & food, consumer, finance, industry, property 

development and construction, resource, service and the MAI. There were 52 

companies at an excellent CG rating, 138 companies at a very good CG rating, 86 

companies at a good CG rating, and 14 companies below a good CG rating, as 

weighted in percentage as 18%, 48%, 30%, and 5%, respectively. The business 

sectors that showed excellent corporate governance ratings can be put in sequence; 

resource (63%), finance (37%), technology (27%), industry (23%), property 

development & construction (11%), service (10%), agriculture & food (8%) and 

consumer (5%). This implies that based on the population of 290, the resource and 

financial sectors had outstanding corporate governance leaders among the business 

sectors. 

2 From the study of the relation between firm asset and corporate 

governance rating, it was found that no company in the firm asset class of more than 

50,000 million THB was below a good CG rating. Correspondingly, the majority of 
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excellent CG ratings were from companies whose firm asset class was more than 

50,000 million THB. It may be concluded then that companies with high value of firm 

assets have greater resource allocation for corporate governance achievement 

compared to those with small assets. The companies with higher assets seemed to 

have better resource allocation than small companies, and sufficient resources will be 

converted to CG implementation. 

3 Regarding the study of firm age, no company in the study represented 

a firm age class of more than 120 years with an excellent CG rating, and second, 2 out 

of 3 companies with an age of less than 5 years were at an excellent CG rating.  From 

this, it can conclude that firm age does not affect corporate governance learning or 

application. Young companies may be established by new generations of owners who 

understand the globalization and corporate governance concept better than owners of 

older companies. It can be concluded that firm age has no effect on the corporate 

governance rating. Remarkably, the majority of listed companies (152 out of 290) in 

the study have operated for 20-40 years, which is not far from the stock exchange of 

Thailand’s establishment of 34 years (2009). 

4 The results above correspond to the findings from the statistical study 

the relationship between CG rating with firm asset and CG rating with firm age. The 

results from the analysis of covariance (ANOVA) confirm that the mean of corporate 

governance rating was significantly different among business sectors and firm asset, 

but not firm age. This means that different business sectors exhibit a significant 

difference in corporate governance quality and firm asset has a significant impact on 

corporate governance quality. Firm age is pointless in relation to corporate 

governance quality.  

7.1.2 Research Question II: Determinants of Corporate Governance 

Table 6.13 illustrates the results of the hypothesis testing based on each 

independent variable. There are two sets of independent variables, primary data 

(attitude) and secondary data (corporate data from the SETSMART database). 
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7.1.2.1 Primary Data-Independent Variables 

The Continuous CG Value (CONT_CG_VAL) has a significant positive 

relationship with corporate governance for the industry sector and consumer sector. 

Other business sectors exhibited no significant relationship. 

Policy Priority and Written CG policy and Written Code of Conduct 

(PRI_WRTPOLI_WRTCOD) had a significant positive relationship with corporate 

governance for the service sector and the MAI. Other business sectors had no 

significant relationship. 

The Bottom-up Communication with IT Channel (BOTTUP_COM_IT) 

had a significant positive relationship with corporate governance for the technology 

sector. Other business sectors had no significant relationship.  

Resource Allocation (RESOU) had significant positive relationship with 

corporate governance for the overall stock market and consumer business sector. If 

the overall stock market intends to improve CG quality and implement CG, they 

should allocate resources for the budget, manpower, equipment, and training. In the 

case of the consumer sector, due to the nature of the dynamic business, they may not 

focus on resource allocation. If they invest and also focus on, the CG rating would be 

better. Interestingly, the resource sectors are a single sector which show satisfactory 

fulfillment with resource availability (strongly agree, SA).  

Performance /Promotion Engagement with CODE of Conduct (PER-

PROMO_ENG_COD) had a significant positive relationship with corporate 

governance for agriculture and the food sector. Interestingly, no business sector 

showed the presence of engagement at a strongly agree level (SA).  

Attitude toward Corporate Governance Achievement (ATTID_CG 

_ACHIEV) had a significant positive relationship with corporate governance for the 

overall stock market and for the finance sector, construction sector, service sector, and 

resource sector. Remarkably, ATTID_CG _ACHIEV was the most frequent 

determinant of corporate governance in the study (overall stock market and 4 business 

sectors). This corresponds to the in-depth interview findings from the three prominent 

resource companies (BCP, RATCH and PTT) and one prominent bank (KBANK—

that a good attitude toward corporate governance is determinant of corporate 
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governance because they have the same enthusiasm for winning the CG award. Four 

companies stressed that a good attitude toward CG is fundamental as a powerfully 

driven force for CG achievement. 

Director Ethics Importance (DIR_ETHIC) had a significant positive 

relationship with corporate governance for the overall stock market and the 

agriculture and food sectors. All business sectors realized the importance of director 

ethics as a top agenda item (strongly agree, SA). 

Benefit Expectation from Corporate Governance (BENEFIT) had a 

significant positive relationship with corporate governance for the overall stock 

market, resource sector, and construction sector. The overall stock market and all 

business sectors realize the importance of benefits from corporate governance. 

Unsurprisingly, benefit expectation from corporate governance showed outstanding 

remarks during the  in-depth interview with three prominent resource companies 

(BCP, RATCH and PTT) and one prominent bank (KBANK)—that it is a determinant 

of corporate governance because it is an underlying assumption or antecedent that 

makes companies have a good attitude because these companies look forward to good 

ultimate outcomes for the companies. More interestingly, all were enthusiastic about 

winning the CG award domestically and internationally. The board of directors 

defined this target as a corporate key performance index. Employees will be given a 

special bonus if they “hit the target.” In case they lose the CG rating or award, all 

deem themselves as low standard organizations, as some of them used the term “lose 

face.” Regarding benefit expectations from CG, all targeted reaching the sustainability 

of company growth, not only in the economic aspect, but also in environmental and 

social aspects. The PTT and BCP are keen to win the global CG award but 

interestingly BCP humbly positions itself as a leading renewable energy at the 

national level. 

7.1.2.2 Secondary Data: Independent Variables 

Table 7.1 shows that that the finance sector is the largest debt against 

total assets, compared with any other business sectors. Interestingly, the debtor had no 

significant impact on the CG rating, particularly for the financial sector. Again, 

institutional investors are interested in investing in the top three business sectors; 
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namely, the financial sector, the property development & construction sector, and the 

resource sector at 18.18%, 16.13%, and 15.23%, respectively.  By implication, this 

should represent an opportunity for these three business sectors to expedite their 

corporate governance in the short run. 

The top two business sectors, the resource and financial sectors, showed 

a high ratio of board independence, at 41.00%, 36.62%, respectively. The resource 

sector was related to a variety of stakeholders. Key stakeholders were NGOs and 

environmentalists who were deemed to be more powerful than institutional investors. 

The way to be acceptable to the public is to have acceptable, independent directors to 

protect stakeholders’ interests. For the financial sector, independent directors promote 

trust and confidence on the part of the public. 

Board Independence Influence-Board Independence Ratio 

(BOARDINDEP) had a significant positive relationship with corporate governance 

for the overall stock market and resource sector in the case of the BENEFIT cutoff. 

Debtor Influence Debt to Total Asset Ratio (DEBTOR) had no 

significant relationship with corporate governance in any business sector. 

The Influence of Institutional Investor Influence-Institutional Investors 

Shareholder  Ratio (INSTITITION_INVESTOR) had a significant positive 

relationship with corporate governance for the overall stock market, the technology 

sector, construction sector, service sector, and finance sector. This was seen that from 

the in-depth interview with KBANK. Influence of institutional investor is determinant 

for KBANK. By implication, institutional investors force KBANK to comply with 

financial best practices according to both domestic and international standards. Fund 

flows fast and hard for being monitored and controlled in the globalization era. 

Without rigorous monitoring or effective control, funds are easy going and disappear, 

as in the case of the sub-prime, which made US leading financial institutions collapse 

in a short time.  As a result, institutional investors must ensure that the bank performs 

corporate governance well and complies with BoT regulations and international best 

practices. Institutional investors monitor their return on investment before and during 

investment. By implication, INSTITITION_INVESTOR is the best catalyst for CG 

quality enhancement which affects the prevalent business sectors in the SET. 
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Table 7.1 Secondary Data of Debtor Ratio, Institutional Investor Share Ratio and Board Independence Ratio 

Key Secondary Data Overall 

Market 
Finance Technology Resource 

Agriculture

& Food 
Industry Consumer 

Construction

& Property 

Development 

Service MAI 

DEBTOR 46% 63.64% 49.23% 46.00% 38.0% 40.05% 22.2% 51.29% 42.49% 47.28% 

INSTITITION_INVESTOR 12.58% 18.18% 11.69% 15.23% 8.44% 10.12% 6.5% 16.13% 13.65% 3.34% 

BOARDINDEP 34.37% 36.62% 32.78% 41.00% 34.14% 33.27% 34.3% 34.23% 34.42% 31.98% 
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From the findings on the determinants of corporate governance, it can be seen 

that institutional investors have a remarkably big impact on the SET market in terms 

of short-term corporate governance quality enhancement and this corresponds to the 

findings from Duangmon’s study (2009). For instance, the California Public 

Employees Retirement System (CalPERS), as institutional investor, has 1,050,000 

members and beneficiaries of over 1,500 equity securities and assets worth more than 

$126 billion. CalPERS is one of the largest public pension funds in the US. Each year, 

CalPERS identifies countries or some companies as the worst long term performing 

companies. Good corporate governance is one of their criteria in making decisions on 

investment. CalPERS show rigorous intention to protect their investment through 

stimulating the companies to improve their CG quality with international standards, 

such as the best practices recommended by Worldbank (Iskander, 2005, CG A 

framework for Implementation, page 20-120). It should be a duty for SEC and SET 

and the Thai government to promote the CG quality of the SET and MAI to draw 

institutional investors to invest, ultimately for expedition of sustainable growth for the 

Thai economy and the country’s sustainable CG improvement as an antecedent of 

institutional investors’ investment protection. 

Interestingly, attitude towards corporate governance was one of the most 

acceptable determinants of corporate governance in the business sector. This reflects 

the idea that corporate governance quality will shift effectively as a whole SET if the 

SET/SEC promotes good attitudes toward corporate governance in stock market and 

companies consequently shape employees’ attitudes.  

Remarkably, the benefit expectations from corporate governance act as an 

antecedent of good attitude toward corporate governance. All business sections should 

be educated concerning the possible competitive advantage from good corporate 

governance. In order to accelerate CG implementation in the SET and MAI, the 

government should provide incentives to companies which perform well in CG 

quality improvement and existing good corporate governance companies, such as tax 

reduction and fast-track benefit or company road shows in the international market. 
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Admittedly, the influence of foreign partnership and export sales to strict CG 

regulation countries such as the US or European countries did not show a significant 

impact on corporate governance quality. 

State-privatized companies such as PTT, BCP and RATCH did not show a 

comparative difference in corporate governance quality from private companies. 

Likewise, the legal violation record did not show a significant impact on corporate 

governance quality compared with non-bad legal violation record companies. 

7.2 Research Question III: Recommendations: Policy Implications and 

Best Practices   

7.2.1 Policy Implications for Institutes (SEC, SET or the Thai IOD) 

1 All listed companies are required to have independent directors 

composed of at least one-third board size and an audit committee composed of at least 

3 members, including all independent directors. The SET, SEC and the Thai IOD 

should encourage listed companies to have more than one-third director independence 

of board size.  The findings support the idea that a higher ratio of independence 

relates to better corporate governance rating for the overall market. Research in a 

number of developed markets, including the Netherlands, Japan, and Germany, has 

indeed found evidence that voluntary good corporate governance initiatives are 

ineffective because firms themselves are allowed to pick which recommendations 

they wish to implement and which ones they will ignore (Kouwenberg 2006). As a 

result, enforcement is an important measure to increase the strength of corporate 

governance. 

2 From the findings from the overall stock market level, resource 

allocation was seen to be an essential determinant of corporate governance. The SET 

and the Thai IOD should release regulations for publicly-listed companies to set up 

stand-alone corporate governance departments and heads of the department should 

direct reports to the MD or board of directors. As a department role, resources must 

be allocated for manpower, budget, facilities, and training for corporate governance 
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implementation. The SET and SEC should encourage listed companies to set key 

performance indices (KPI) as articulated. 

3 The board chairman should come from independent directors because 

he or she can make decisions without bias and not protect executive interest but 

display fair treatment for all stakeholders. This corresponds to agency theory, where 

there is conflict of interest incurring from dual roles.  The SEC and SET should 

encourage listed companies to comply.  

One of the successful listed companies, Bangchak, was exemplary. 

Chavewan Kiatchokechaikul, Vice President of Corporate Governance and 

Community Relations of Bangchak, provides an example of the case: 

Our chairman of the board is an independent director. I think that it is 

one of the fundamentals of good corporate governance because he has 

no conflict of interest. Our chairman, General Tawat Ked-Unkoon, is 

from an army military background with high rank of permanent 

secretary of defense ministry. Although he is from the military side, he 

welcomes and requests all directors to share ideas and vote without any 

domination. 

4 Listed companies should be encouraged by the SET and SEC to 

disclose corporate governance ratings and performance in their annual reports to the 

CG implementation extent, and progress status towards compliance with Principles of 

Good Corporate Governance for Listed Companies. They can apply guidelines for 

internal audits and improvement. Any non-compliance has to be thoroughly explained 

to the public and in annual general meetings (AGM). 

5 The SEC and SET can act as catalytic agents through encouraging 

financial analysts to pinpoint corporate governance ratings of companies in their 

publications because this will help the wider investment communities in decision 

making and raise awareness of listed companies regarding collective corporate 

governance improvement.  
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6 The SET and the Thai IOD together should continue their respective 

roles in educating company directors and management, and the wider investment 

community, about the clear tangible benefits of good corporate governance, e.g. the 

low cost of fundraising and prevalence of sources of funds, great goodwill, and good 

business performance. Evidently, it shows a positive relationship between corporate 

governance and business performance with Tobin’s Q with return on equity (ROE) or 

return on total assets (ROA), based on the Corporate Governance Report by the Thai 

Institute of Directors Association. 

7 Directors of listed companies must be encouraged by SET and the 

Thai IOD to attend director training programs arranged by the Thai IOD such as the 

Director Certification Program, the Audit Committee Certification Program, the 

Financial Statement for Directors, and the Company Secretary Program. 

Conclusively, companies must qualify their directors with required training 

certification in accordance with the Thai IOD. These programs shape their integrity, 

create effective management, and offer advices on how to enhance corporate 

governance quality in their own listed companies. 

8 From the findings, it was apparent that listed companies with small 

assets exhibit poor corporate governance performance compared to companies with 

large firm assets. Furthermore, it was discovered that the MAI had the worst corporate 

governance performance at the overall stock market level. As a result, the Thai IOD 

may subsidize MAI for corporate governance implementation, such as providing low 

tuition for director training programs or quotas for MAI directors that are interested in 

attending director training programs without any expenditure. These kinds of 

measures would encourage the MAI to participate without any concern over resource 

allocation for early companies. This will in part ultimately enhance their corporate 

governance performance. 

9 From the findings, it can be seen that the resource sector was the best 

in corporate governance performance among the sectors. Other business sectors 

should learn best practices from exemplary companies such as BCP, PTT, and 

RATCH. Apparently, written policy, code of conduct, attitude improvement towards 

corporate governance, education on benefit of good corporate governance, and board 
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independence were influential in improving corporate governance performance. This 

can be arranged by the SET and the Thai IOD. 

10 In order to raise awareness of corporate governance culture, the SET 

and the Thai IOD should arrange activities by inviting successfully-listed companies 

in corporate governance implementation to present how they can succeed in CG 

implementation and what the benefits of corporate governance gain. This should be 

shared with many other companies.  

The findings from the in-depth interview with excellent corporate 

governance companies correspond to the finding that benefit expectations from 

corporate governance are a determinant of corporate governance—the higher the 

benefit expectations, the better corporate governance rating. 

7.2.2 Policy Implications for Publicly-Listed Companies  

1 Written corporate governance policy and a code of conduct should be 

initial requirements for new publicly-listed companies. This corresponds to findings 

from the MAI and service industry.  

2 The findings show that a higher degree of director ethics improves 

the corporate governance rating at the overall market level. Furthermore, from the 

findings of the in-depth interviews with prominent resource companies and one 

prominent bank, it was seen that all won SET top corporate governance report 

rewards during 2008- 2009. They remarked on the importance of director ethics as an 

essential agenda item for corporate governance.  

Boontiva Dansamasatid, Vice President Corporate Secretary Office of 

Ratchaburi Electricity Holding points out: 

Absolutely, we pay attention to foremost directors for their ethics and 

track record. Although he/she is very capable, knowledgeable, 

experienced but no ethics, he/she is not qualified without directorship. 

Our weak point, the chairman of the board is not from the independent 

directors. He is from EGAT. Fortunately, our chairman does not 

dominate. He is open-minded and requests director to speak out and 
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vote democratically. Some issues are disputed among directors, and he 

will request more information and the board will later make decisions 

at the next meeting. He is good at conflict management. We are happy 

to have him. 

RATCH reflects the importance of directors’ ethics. She sees that ethics 

are more needed, rather than capable directors that are not ethical. Although the board 

chairman is not independent, he is ethical and does not protect his self-interest. This 

implies that even if the board chairman is independent but is not ethical, corporate 

governance implementation may be useless. Furthermore, the skill of conflict 

management, particularly for the chairman, is an imperative trait. 

Nuchsran Ratanachuchote, Head of the Corporate Governance, KBANK 

seriously expresses his ideas about KBANK directors’ ethics: 

It is one of the top agenda for us on the importance of director ethics. 

The Bank has established the Human Resources and Remuneration 

Committee to select and review candidates nominated for the positions 

of directors. We consider persons with the qualifications in ethics, 

skill, knowledge, experience, and not having characteristics prohibiting 

them from holding a directorship in a financial institution per the 

criteria of the Bank of Thailand, and SEC 

Finally, we have to ask for approval from the Bank of Thailand on 

candidate qualification before proposing to the Annual General 

Meeting of Shareholders to elect them. 

Again, KBANK realizes the importance of directors’ ethics by law. 

KBANK has to adopt the BOT regulations by proposing nominated director 

candidates for approval.  

Wantanee Jaruke, Corporate Secretary of Petroleum Authority of 

Thailand (PTT) states:  
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It is top agenda for us to have capable and ethical boards. We are under 

watchdog of NGO, public interest, government and so on. Our director 

must be appraised on his or her own and across members 360 degrees. 

Interestingly, their result from own appraisal are poorer than result 

from across membership appraisal. It implies that they are not 

exaggerated and think that they should do more for betterment for PTT 

group.  

PTT claims that its top agenda item is searching for capable and ethical 

directors. They must be acceptable to the public, for example, the NGO. PTT has a 

good appraisal scheme for director performance where appraisal is intertwined among 

directors and the results show that PTT directors are humble. Furthermore, PTT forces 

directors to pass courses from the Thai IOD. 

All four companies point out that the board of directors should be 

exemplary not only for employees but also for the public. All point out that the board 

of directors is the face or image of the company. Furthermore, the board of directors’ 

duty is to direct and bring the organization to the target. The board of directors should 

be capable, knowledgeable, experienced, and should be composed of different 

backgrounds. They should also balance their power in decision making. More 

interestingly, all respondents remarked that the principles of director ethics should be 

enforced in order to achieve best practice for publicly-listed companies. In reality, 

there should be an application, likewise approval, for directorship qualifications from 

the Bank of Thailand for the bank sector. For other business sectors, the SEC should 

encourage listed companies to examine directors’ qualification and track record.   The 

SEC should act as the appointment approver as well. 

3 The value of corporate governance must be promoted continuously. 

This corresponds to the findings from the consumer and industry sectors. Moreover, it 

can be applied to other business sectors. This is very clear from the lessons learned 

from the in-depth interview companies (BCP, PTT, RATCH and KBANK). It is 

obvious that their boards and top management realize the importance of the value of 

corporate governance as an influential factor for the success of corporate governance 
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implementation. It is undeniable that building corporate value and a culture of 

corporate governance cannot be accomplished in a short period of time. Corporate 

value must continue to be promoted from the board level to the operation level. 

Furthermore, newcomers must be tested concerning their attitude towards integrity 

and ethics to make sure that these persons match corporate value alignment and 

culture. Candidates can be tested as to whether they demonstrate ethics in an almost-

real-life situation.  

4 According to the findings, communication of corporate governance 

from the bottom to the top management is a determinant for the technology industry 

sector. This corresponds to the findings from the in-depth interview with PTT’s 

company secretary. Feedback and ease of bottom-up communication should be 

intensified because in this way employees feel a part of the collective corporate 

governance implementation. The board and top management should listen to and 

support ideas of the shop floor regarding corporate governance. 

5 The Corporate Governance Report of Thai Listed Companies (CGR) 

is a report that helps Thai listed companies to significantly improve their corporate 

governance practices over the years. The listed companies must learn about poor 

scores and improve them for corporate governance evaluation for the coming year. 

6 There should be a specific formed group in the same business sector 

that is aimed at studying how to improve corporate governance ratings and 

performance. From the findings, it was revealed that different business sectors have 

different determinants of corporate governance. These specific determinants can be 

applicable to the improvement of corporate governance performance. 

7 The listed companies can create a corporate governance culture 

themselves—they can formally engage codes of conduct with performance appraisals 

or job promotion criteria. Interestingly, the smallest weight score for the overall stock 

market was performance/promotion engagement with a code of conduct (2.71 out of 

4.00). Most of them shared the idea that they obviously do not consider a code of 

conduct in performance appraisal or job promotion. 
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7.3 Recommendations for Future Study 

There should be a study of the impact of corporate governance on business 

performance or financial performance with empirical evidence from publicly-listed 

companies in Thailand. Furthermore, a time series study on corporate governance 

enhancement with campaign (before and after) would also be an interesting subject.  

Admittedly, this dissertation investigated a number of determinants of 

corporate governance. In reality, there are other areas of determinants of corporate 

governance that are not yet well understood. 

The corporate governance rating represents external information disclosure on 

companies. Future research should be internal study. The results between CG rating 

and internal performance can show discrepancies and how to understand key success 

factors of or obstacles to corporate governance implementation. 

This dissertation studied publicly-listed companies so as to shift the country’s 

corporate governance quality. There should be other types of study, for example on 

SMEs not listed by the SET. 

7.4 Summary 

Chapter 7 was mainly designed to respond research question III: What are the 

recommendations and policy implication actions based on empirical evidence so as to 

shift corporate governance quality for publicly-listed companies in Thailand?  

According to the findings, institutional investors have a significant impact on 

corporate governance performance. The findings correspond to the study of Hebb, 

Averill, and Lopes (2005).  Furthermore, attitude toward corporate governance is 

another powerful determinant of corporate governance. The researcher recommended 

policy implication actions, particularly in the promotion of attitudes toward corporate 

governance and benefit expectations from corporate governance, importance of 

directors’ ethics, a higher ratio of independent directors, better corporate governance. 

 The weakness of the study is due to the small population employed (290 out 

of 443 companies from the corporate governance rating of 2009). Moreover, the 

corporate governance ratings were from studies by the IOD, SEC and SET. The 
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corporate governance rating was surveyed from a checklist against information 

disclosure such as websites, annual reports or annual general meetings. Nevertheless, 

actual corporate governance quality may not guarantee.  Finally, the researcher 

suggests future time series study and that attention be paid to groups of companies not 

yet publicly listed. 
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Section Item Survey Questions 
(A) Rights of 
Shareholders 

A01 Does the company offer other ownership rights 
beyond voting? 

A02 Is the decision on the remuneration of board members 
approved by the shareholders annually? 

A03 How is the remuneration of the board presented to the 
shareholders? 

A04 Does the company allow shareholders to elect board 
members individually? 

A05 Are there any opportunity provided to shareholders to 
propose agenda item, or submit questions before the 
AGM? 

A06  Assess the quality of the notice to call the 
shareholders/meeting in the past one year: 

A06.01  Appointment of directors, providing their names and 
backgrounds 

A06.02  Appointment of auditors, providing their name(s), 
profile, and fees 

A06.03  Dividend policy, providing the amount and 
explanation 

A06.04  Objective and reason for each item on the 
shareholders’ meeting agenda 

A06.05  Director’s comments and opinion for each agenda 
item 

A07 Assess the quality of the minute of shareholders’ 
meeting 

A07.01  Voting method and vote counting system 
A07.02  Do the AGM minutes record that there was an 

opportunity for shareholders to ask questions/ raise 
issues? Also, is there record of questions and 
answers? 

A07.03  Meeting resolution with voting results for each agenda 
item, including both “for” and “against” vote tallies 

A08 Is a name list of board members attending the AGM 
available in the AGM minutes? 

A09 Did the Chairman of the Board attend the last two 
AGMs? 

A10 Did the CEO / Managing Director / President attend 
the last two AGMs? 

A11.01  Did the Chairman of the Audit Committee attend the 
last two AGMs? 

 

Appendix C  Thai Institute of Director (IOD)’s Survey Instrument in 2009 
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Section Item Survey Questions 
(A) Rights of 
Shareholders 

A11.02  Did the Chairman of the Compensation / 
Remuneration Committee attend the last two AGMs? 

A11.03  Did the Chairman of the Nomination Committee 
attend the last two AGMs? 

A12 Does the firm have anti-takeover defenses? 
A12.01  Is cross shareholding apparent? 
A12.02  Is pyramid holding apparent? 
A12.03  Do Board members hold more than 25% of the 

outstanding shares? 
A12.04  What is the proportion of outstanding shares that are 

considered “free float”? 
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Section Item Survey Question 
(B) Equitable 
Treatment of 
Shareholders 

B01 Does the company offer one-share, one-vote? 
B02 Does the company have any mechanism to allow 

minority  shareholders  to  influence  board 
composition? 

B03.01 Has the company established a system to prevent the 
use of material inside information and inform all 
employees, management, and board members of this 
system? 

B03.02 Have there been any cases of insider trading involving 
company directors and / or management? 

B04.01 Does the company provide a rationale / explanation 
for related – party transactions affecting the 
corporation  before  conducting  related-party 
transactions that require shareholders’ approval? 

B04.02 Has there been any non-compliance cases regarding 
related-party transactions? 

B05 Is the company an part of economic group? 
B06 Does the company facilitate voting by proxy? 
B07.01 Does the notice to shareholders specify the documents 

required to give proxy? 
B07.02 Is there any requirement for a proxy appointment to 

be notarized? 
B08 How many days in advance does the company send 

out the notice of general shareholder meetings? 
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Section Item Survey Question 
(C)  Role  of 
Stakeholders 

C01.01 Does the company explicitly mention the safety 
and welfare policy/benefits of its employees? 

C01.02 Does the company provide a provident fund for 
its employees? 

C01.03 Does  the  company  explicitly  mention 
professional development training programs for 
its employees? 

C02 Does the company explicitly mention the role of 
customers? 

C03 Does  the  company  explicitly  mention 
environmental  issues  in  its  public 
communications? 

C04 Does the company explicitly mention the role of 
suppliers/business partners? 

C05 Does the company explicitly mention its 
obligations to shareholders? 

C06 Does the company explicitly mention its broader 
obligations to society and / or the community? 

C07 Does the company explicitly mention its 
obligations to creditors? 

C08 Does the company provide channel for 
stakeholders to communicate any concerns to the 
board? 
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Section  Item  Survey Questions 
(D)  Disclosure 
and 
Transparency 

D01  Does the company have a transparent ownership structure? 
D01.01  Breakdown of shareholding structure 
D01.02  Is it easy to identify beneficial ownership? 
D01.03  Are directors’ shareholdings disclosed? 
D01.04  Are management’s shareholdings disclosed? 
D02  Assess the quality of the Annual Report: 
D02.01  Financial performance 
D02.02  Business operations and competitive position 
D02.03  Operating risks 
D02.04  Board member background 
D02.05  Identification of independent directors 
D02.06  Basis of the board remuneration 
D02.07  Basis of the key executives remuneration 
D02.08  Disclosure of individual directors’ remuneration 
D02.09  Board meeting attendance of individual directors 
D03  Does the company fully disclose details of related-party 

transactions in public communications? 
D04   Does the company have a specific policy requiring directors to 

report their transactions of company shares? 
D05  Does the company perform an annual audit using independent 

and reputable auditors? 
D06  Are there any accounting qualifications in the audited financial 

statements apart from the qualification on Uncertainty of 
Situation? 

D07  Does the company offer multiple channels of access to 
information? 

D07.01  Annual report 
D07.02  Company website 
D07.03  Analyst briefing 
D07.04  Press conference/ press briefing 
D08  Was the financial report disclosed in a timely manner during the 

past year? 
D09  Does the company have a website, disclosing up-to-date 

information? 
D09.01  Business operations 
D09.02  Financial statements 
D09.03  Press releases 
D09.04  Shareholding structure 
D09.05  Organization structure 
D09.06  Corporate group structure 
D09.07  Downloadable annual report 
D09.08  Notice to call shareholders’ meeting  
D09.09  Be provided in both Thai and English 
D10  Does the company provide contact details for a specific Investor 

Relations person or unit that is easily accessible to outside 
investors? 
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Section Item Survey Question 

(E) Board 

Responsibilities 

E01 Does the company have its own written corporate governance 
rules that clearly describe its value system and board 
responsibilities? 

E02 Does the Board of Director provide a code of ethics or statement 
of business conduct for all directors and employees? Does the 
Board ensure they are aware of and understand the code? 

E03 Does the company have a corporate vision / mission? 

E04 Does the Board of Directors states a policy that limit the number 
of board positions that a director can hold? 

E05 Does the company clearly state term of service of directors in the 
CG policy? 

E06 Does the SET/SEC have any evidence of non-compliance with 
SET/SEC rules and regulations? 

E07 Does the company have an internal audit operation established as 
a separate unit in the company? 

E08 Identify to whom does the internal audit function reports 

E09 Assess the quality of the Audit Committee Report in the Annual 
Report: 

E09.01 Attendance 

E09.02 Internal control 

E09.03 Management control 

E09.04 Proposed auditors 

E09.05 Financial report review  

E09.06 Legal compliance 

E09.07 Overall concluding opinion 

E10 Does the company provide orientations to new directors? 

E11 Have board members participated in the professional / accredited 
directors’ training? 

E12 How many board meetings were held in the past year? 

E13 What is the attendance performance of the board members during 
the past 12 months? 

E14 Are there any meeting of non-executive directors in the absent of 
management? 

E15 Does the company provide a risk management policy? 

E16 Does the company clearly distinguish the roles and 
responsibilities of the board and management? 

E17 Does the board conduct an annual self-assessment? 

E18 Does the company conduct an annual performance assessment of 
CEO/MD/President? 

E19 Does the company has a CEO succession planning policy? 
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Section Item Survey Question 

(E) Board 

Responsibilities 

E20 Does the company appoint a company secretary? 

E21 Is the Chairman an independent director? 

E22 Is the Chairman also CEO/MD/President? 

E23.01 Does the board appoint an Audit Committee?  
If yes, are the following items disclosed? 

E23.02 Charter/Role and responsibilities 

E23.03 Profile/Qualifications 

E23.04 Independence 

E23.05 Performance / Meeting Attendance 

E24.01 Does the board appoint a Compensation / Remuneration 
Committee? 

E24.02 Charter / Role and responsibilities 

E24.03 Is the Committee composed of a majority of independent 
directors? 

E24.04 Is the Chairman of the Committee an independent director? 

E24.05 Performance / Meeting Attendance 

E25.01 Does the board appoint a Nomination committee? 
If yes, are the following items disclosed? 

E25.02 Charter / Role and responsibilities 

E25.03 Is the Committee composed of a majority of independent 
directors? 

E25.04 Is the Chairman of the Committee an independent director? 

E25.05 Performance / Meeting Attendance 

E26 What is the size of the board? 

E27 How many board members are non-executive directors? 

E28 Among Board of directors, how many are independent directors? 

E29 Does company provide the definition of ‘independence’ for 
identifying independent directors in public communications? 

E30 Does the company have a separate Board of Director’s report 
describing their responsibilities in reviewing the firm’s financial 
statements? 

 

 

 

 

 

 

 

 



 

 

Appendix D  Responding Companies in Each Business Sector 

 

35 Companies That Responded: Service Sector 

 

MCOT PUBLIC COMPANY LIMITED 

OHTL PUBLIC COMPANY LIMITED 

THE ERAWAN GROUP PUBLIC COMPANY LIMITED 

ROBINSON DEPARTMENT STORE PUBLIC COMPANY LIMITED 

AMARIN PRINTING AND PUBLISHING PUBLIC COMPANY LIMITED 

THORESEN THAI AGENCIES PUBLIC COMPANY LIMITED 

ASIAN MARINE SERVICES PUBLIC COMPANY LIMITED  

LAGUNA RESORTS & HOTELS PUBLIC COMPANY LIMITED 

BUMRUNGRAD HOSPITAL PUBLIC COMPANY LIMITED 

RS PUBLIC COMPANY LIMITED 

SHANGRI-LA HOTEL PUBLIC COMPANY LIMITED 

PROFESSIONAL WASTE TECHNOLOGY (1999) PUBLIC COMPANY 

LIMITED 

BEC WORLD PUBLIC COMPANY LIMITED 

NATION MULTIMEDIA GROUP PUBLIC COMPANY LIMITED 

THE POST PUBLISHING PUBLIC COMPANY LIMITED 

THE MANDARIN HOTEL PUBLIC COMPANY LIMITED 

BANGKOK DUSIT MEDICAL SERVICES PUBLIC COMPANY LIMITED 

BIG C SUPERCENTER PUBLIC COMPANY LIMITED 

THAI AIRWAYS INTERNATIONAL PUBLIC COMPANY LIMITED 

CP ALL PUBLIC COMPANY LIMITED 

AIRPORTS OF THAILAND PUBLIC COMPANY LIMITED 

BETTER WORLD GREEN PUBLIC COMPANY LIMITED 

WORKPOINT ENTERTAINMENT PUBLIC COMPANY LIMITED 

MAJOR CINEPLEX GROUP PUBLIC COMPANY LIMITED 

BANGKOK EXPRESSWAY PUBLIC COMPANY LIMITED 

SEED PUBLIC COMPANY LIMITED 
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SAMITIVEJ PUBLIC COMPANY LIMITED 

PRECIOUS SHIPPING PUBLIC COMPANY LIMITED 

REGIONAL CONTAINER LINES PUBLIC COMPANY LIMITED 

MASTER AD PUBLIC COMPANY LIMITED 

GENERAL ENVIRONMENTAL CONSERVATION PUBLIC CO., LTD. 

GMM GRAMMY PUBLIC COMPANY LIMITED 

AIKCHOL HOSPITAL PUBLIC COMPANY LIMITED 

SIAM SPORT SYNDICATE PUBLIC COMPANY LIMITED 

CENTRAL PLAZA HOTEL PUBLIC COMPANY LIMITED 
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25 Companies That Responded: Property Sector 

 

SAMMAKORN PUBLIC COMPANY LIMITED 

THAI FACTORY DEVELOPMENT PUBLIC COMPANY LIMITED 

SINO-THAI ENGINEERING AND CONSTRUCTION PUBLIC CO., LTD. 

THAILAND IRON WORKS PUBLIC COMPANY LIMITED 

SIAM CITY CEMENT PUBLIC COMPANY LIMITED 

SC ASSET CORPORATION PUBLIC COMPANY LIMITED 

MILL CON STEEL INDUSTRIES PUBLIC COMPANY LIMITED 

HEMARAJ LAND AND DEVELOPMENT PUBLIC COMPANY LIMITED 

PRINSIRI PUBLIC COMPANY LIMITED 

CENTRAL PATTANA PUBLIC COMPANY LIMITED 

QUALITY HOUSES PUBLIC COMPANY LIMITED 

SANSIRI PUBLIC COMPANY LIMITED 

ROJANA INDUSTRIAL PARK PUBLIC COMPANY LIMITED 

BAAN ROCK GARDEN PUBLIC COMPANY LIMITED 

ASIAN PROPERTY DEVELOPMENT PUBLIC COMPANY LIMITED 

CHONBURI CONCRETE PRODUCT PUBLIC COMPANY LIMITED 

LAND AND HOUSES PUBLIC COMPANY LIMITED 

MAJOR DEVELOPMENT PUBLIC COMPANY LIMITED 

M.C.S.STEEL PUBLIC COMPANY LIMITED 

TIPCO ASPHALT PUBLIC COMPANY LIMITED 

SUPALAI PUBLIC COMPANY LIMITED 

L.P.N. DEVELOPMENT PUBLIC COMPANY LIMITED 

THE SIAM CEMENT PUBLIC COMPANY LIMITED 

CH. KARNCHANG PUBLIC COMPANY LIMITED 

AMATA CORPORATION PUBLIC COMPANY LIMITED 
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21 Companies That Responded: Industry Sector 

 

PTT CHEMICAL PUBLIC COMPANY LIMITED 

AAPICO HITECH PUBLIC COMPANY LIMITED 

STANLEY ELECTRIC PUBLIC COMPANY LIMITED 

EASON PAINT PUBLIC COMPANY LIMITED 

SNC FORMER PUBLIC COMPANY LIMITED 

SIAM STEEL SERVICE CENTER PUBLIC COMPANY LIMITED 

THAI METAL TRADE PUBLIC COMPANY LIMITED 

THAI CARBON BLACK PUBLIC COMPANY LIMITED 

THAI CANE PAPER PUBLIC COMPANY LIMITED 

T.C.J. ASIA PUBLIC COMPANY LIMITED 

GLOBAL CONNECTIONS PUBLIC COMPANY LIMITED 

SOMBOON ADVANCE TECHNOLOGY PUBLIC COMPANY LIMITED 

SAHAVIRIYA STEEL INDUSTRIES PUBLIC COMPANY LIMITED 

UNITED PAPER PUBLIC COMPANY LIMITED 

NEP REALTY AND INDUSTRY PUBLIC COMPANY LIMITED 

CROWN SEAL PUBLIC COMPANY LIMITED 

THAI PLASTIC AND CHEMICALS PUBLIC COMPANY LIMITED 

CHAROONG THAI WIRE & CABLE PUBLIC COMPANY LIMITED 

THAI STORAGE BATTERY PUBLIC COMPANY LIMITED 

THAI RUNG UNION CAR PUBLIC COMPANY LIMITED 

G STEEL PUBLIC COMPANY LIMITED 
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28 Companies That Responded: Finance Sector 

 

BANK OF AYUDHYA PUBLIC COMPANY LIMITED 

DHIPAYA INSURANCE PUBLIC COMPANY LIMITED 

GLOBLEX HOLDING MANAGEMENT PUBLIC COMPANY LIMITED 

RATCHTHANI LEASING PUBLIC COMPANY LIMITED 

ASIA SERMKIJ LEASING PUBLIC COMPANY LIMITED 

KASIKORNBANK PUBLIC COMPANY LIMITED 

TMB BANK PUBLIC COMPANY LIMITED 

CIMB THAI BANK PUBLIC COMPANY LIMITED 

BANGKOK INSURANCE PUBLIC COMPANY LIMITED 

SEAMICO SECURITIES PUBLIC COMPANY LIMITED 

THE SIAM COMMERCIAL BANK PUBLIC COMPANY LIMITED 

KIATNAKIN BANK PUBLIC COMPANY LIMITED 

KTB: KRUNG THAI BANK PUBLIC COMPANY LIMITED 

BANGKOK INSURANCE PUBLIC COMPANY LIMITED 

CAPITAL NOMURA SECURITIES PUBLIC COMPANY LIMITED 

SICCO SECURITIES PUBLIC COMPANY LIMITED 

THANACHART CAPITAL PUBLIC COMPANY LIMITED 

PHATRA CAPITAL PUBLIC COMPANY LIMITED 

INDUSTRIAL AND COMMERCIAL BANK OF CHINA (THAI) PCL. 

BANGKOK BANK PUBLIC COMPANY LIMITED 

ASIA PLUS SECURITIES PUBLIC COMPANY LIMITED 

KGI SECURITIES (THAILAND) PUBLIC COMPANY LIMITED 

KIM ENG SECURITIES (THAILAND) PUBLIC COMPANY LIMITED 

TISCO FINANCIAL GROUP PUBLIC COMPANY LIMITED 

FINANSA PUBLIC COMPANY LIMITED 

THAIVIVAT INSURANCE PUBLIC COMPANY LIMITED 

THE AYUDHYA INSURANCE PUBLIC COMPANY LIMITED 

KRUNGTHAI CARD PUBLIC COMPANY LIMITED 

13 Companies That Responded: Technology Sector 
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TOTAL ACCESS COMMUNICATION PUBLIC COMPANY LIMITED 

SAMART I-MOBILE PUBLIC COMPANY LIMITED 

SAMART CORPORATION PUBLIC COMPANY LIMITED 

INTERNET THAILAND PUBLIC COMPANY LIMITED 

SVI PUBLIC COMPANY LIMITED 

ADVANCED INFO SERVICE PUBLIC COMPANY LIMITED 

ADVANCED INFORMATION TECHNOLOGY PUBLIC CO.,LTD. 

THAICOM PUBLIC COMPANY LIMITED 

SAMART TELCOMS PUBLIC COMPANY LIMITED 

TRUE CORPORATION PUBLIC COMPANY LIMITED 

MFEC PUBLIC COMPANY LIMITED 

SHIN CORPORATION PUBLIC COMPANY LIMITED 

HANA MICROELECTRONICS PUBLIC COMPANY LIMITED 
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 21 Companies That Responded: Agriculture and Food Sector 

 

THAI WAH FOOD PRODUCTS PUBLIC COMPANY LIMITED 

MINOR CORPORATION PUBLIC COMPANY LIMITED 

S. KHONKAEN FOODS PUBLIC COMPANY LIMITED 

OISHI GROUP PUBLIC COMPANY LIMITED 

THAI UNION FROZEN PRODUCTS PUBLIC COMPANY LIMITED 

CHAROEN POKPHAND FOODS PUBLIC COMPANY LIMITED 

AGRIPURE HOLDINGS PUBLIC COMPANY LIMITED 

SURAPON FOODS PUBLIC COMPANY LIMITED 

TIPCO FOODS (THAILAND) PUBLIC COMPANY LIMITED 

THAI PRESIDENT FOODS PUBLIC COMPANY LIMITED 

THAI VEGETABLE OIL PUBLIC COMPANY LIMITED 

UNITED PALM OIL INDUSTRY PUBLIC COMPANY LIMITED 

THAILUXE ENTERPRISES PUBLIC COMPANY LIMITED 

LEE FEED MILL PUBLIC COMPANY LIMITED 

SIAM FOOD PRODUCTS PUBLIC COMPANY LIMITED 

GFPT PUBLIC COMPANY LIMITED 

THAI RUBBER LATEX CORPORATION (THAILAND) COMPANY LIMITED 

MBK PUBLIC COMPANY LIMITED  

S&P PUBLIC COMPANY LIMITED  

SERM SUK PUBLIC COMPANY LIMITED  

KHON KAEN SUGAR INDUSTRY PUBLIC COMPANY LIMITED  
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13 Companies That Responded: Resource Sector 

 

BANGKOK AVIATION FUEL SERVICES PCL. 

GLOW ENERGY PUBLIC COMPANY LIMITED 

THE BANGCHAK PETROLEUM PUBLIC COMPANY LIMITED 

RATCHABURI ELECTRICITY GENERATING HOLDING PUBLIC CO.,LTD. 

ELECTRICITY GENERATING PUBLIC COMPANY LIMITED 

PTT PUBLIC COMPANY LIMITED 

EASTERN WATER RESOURCES DEVELOPMENT AND MANAGEMENT PCL. 

IRPC PUBLIC COMPANY LIMITED 

BANPU PUBLIC COMPANY LIMITED 

PTT EXPLORATION AND PRODUCTION PUBLIC COMPANY LIMITED 

THE LANNA RESOURCES PUBLIC COMPANY LIMITED 

THAI OIL PUBLIC COMPANY LIMITED 

PTT AROMATICS AND REFINING PUBLIC COMPANY LIMITED 
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13 Companies That Responded: MAI 

 

THAI NONDESTRUCTIVE TESTING PUBLIC COMPANY LIMITED 

LIGHTING & EQUIPMENT PUBLIC COMPANY LIMITED 

TAPACO PUBLIC COMPANY LIMITED 

BGT CORPORATION PUBLIC COMPANY LIMITED 

UNIMIT ENGINEERING PUBLIC COMPANY LIMITED 

UBIS (ASIA) PUBLIC COMPANY LIMITED 

ACAP ADVISORY PUBLIC COMPANY LIMITED 

UNIQUE MINING SERVICES PUBLIC COMPANY LIMITED 

YUASA BATTERY (THAILAND) PUBLIC COMPANY LIMITED 

THE BROOKER GROUP PUBLIC COMPANY LIMITED 

CHUO SENKO (THAILAND) PUBLIC COMPANY LIMITED 

PICO THAILAND PUBLIC COMPANY LIMITED 

ETERNITY GRAND LOGISTICS PUBLIC COMPANY LIMITED 
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13 Companies That Responded: Consumer Sector 

 

ASIA FIBER PUBLIC COMPANY LIMITED 

FANCY WOOD INDUSTRIES PUBLIC COMPANY LIMITED 

MODERNFORM GROUP PUBLIC COMPANY LIMITED 

I.C.C. INTERNATIONAL PUBLIC COMPANY LIMITED 

C.P.L. GROUP PUBLIC COMPANY LIMITED 

SRITHAI SUPERWARE PUBLIC COMPANY LIMITED 

OCEAN GLASS PUBLIC COMPANY LIMITED 

DSG INTERNATIONAL (THAILAND) PUBLIC COMPANY LIMITED 

THAI WACOAL PUBLIC COMPANY LIMITED 

PRANDA JEWELRY PUBLIC COMPANY LIMITED 

O.C.C. PUBLIC COMPANY LIMITED 

UNION TEXTILE INDUSTRIES PUBLIC COMPANY LIMITED 

KANG YONG ETELCTRIC PUBLIC COMPANY LIMITED 
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