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Sunuttanun Teerawanichtrakool 2010: The Relationship between Executive
Compensation, Ownership Structure and Discretionary Accruals. Master of Business
Administration, Major Field: Business Administration, Interdisciplinary Graduate
Program. Thesis Advisor: Associate Professor Doosanee Songmuang, M.Acct.

153 pages.

This study aims at investigating the relationships between executive compensation and
ownership structures (both insider and blockholder) and discretionary accruals using the modified
Jones model. Sample firms consist of companies listed in the Stock Exchange of Thailand,
excluding those in financials group. Data are collected from annual financial statements for the
years 2002 to 2008 and from the annual registration statement of year 2008. Then, the data are
analyzed using descriptive statistics. Hypothesis tests are performed via multiple regression

analysis at statistical significance level of 0.05.

The results show that executive compensation and ownership structures - both insider and
blockholder - have no relationships with discretionary accruals, the absolute value of discretionary
accruals, the positive value of discretionary accruals and the negative value of discretionary
accruals. However, after partitioning the sample firms according to level of control variables
- market to book ratio and financial leverage - the results reveal that for firms with high level of
market to book, the executive compensation is negatively associated with discretionary accruals
and the absolute value of discretionary accruals. For firms with low level of market to book, the
executive compensation is positively associated with the negative value of discretionary accruals.
In addition, for firms with low level of financial leverage, the insider ownership is positively
associated with discretionary accruals while the blockholder ownership is negatively associated

with discretionary accruals.
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Coefficients (a)

Unstandardized Standardized Collinearity
Model Coefficients Coefficients t Sig. Statistics
Std.
B Error Beta Tolerance  VIF

2 (Constant) -0.292 3.262 -0.090  0.929
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OCF -0.689 1.109 -0.064 -0.621  0.536 0.763  1.311
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Scatterplot

Dependent Variable: PosDA
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Model Summary (b)

Adjusted R Std. Error of

Model R R Square Square the Estimate = Durbin-Watson

3 0.454(a) 0.206 0.079 2.0189 2.065

a Predictors: (Constant), OCF, Ins_own, LEV, Block, COM, MB, ROA, Size

b. Dependent Variable: PosDA
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Coefficients (a)

Unstandardized Standardized Collinearity
Model Coefficients Coefficients t Sig. Statistics
Std.
B Error Beta Tolerance  VIF

3 (Constant) 0.053 6.331 0.008  0.993

COM 0.344 0.406 0.136  0.847  0.401 0.621 1.611

Ins own -0.004 0.013 -0.044 -0.330  0.743 0.885  1.130

Block -0.017 0.020 -0.116 -0.813  0.420 0.776  1.289

Size -0.109 0.234 -0.076  -0.466  0.643 0.599  1.668

ROA -0.060 0.031 -0.340 -1.959  0.056 0.526  1.903

MB -1.250 1.712 -0.110 -0.730  0.469 0.703  1.422

LEV 0.480 0.453 0.154 1.060 0.294 0.747  1.338

OCF -2.861 1.330 -0.313  -2.151  0.036 0.751  1.332

a. Dependent Variable: PosDA
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Model Summary (b)

Adjusted R Std. Error of

Model R R Square Square the Estimate  Durbin-Watson

4 0.466(a) 0.217 0.089 0.78586 1.814

a Predictors: (Constant), OCF, Ins_own, LEV, Block, COM, MB, ROA, Size

b. Dependent Variable: NegDA
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Variance Inflation Factors (VIF)
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Coefficients (a)

Unstandardized Standardized Collinearity
Model Coefficients Coefficients t Sig. Statistics
Std.
B Error Beta Tolerance  VIF

4 (Constant) -0.952 2.514 -0.379  0.706

COM 0.372 0.192 0.380 1.941 0.058 0418  2.395

Ins_own 0.006 0.006 0.127 0938 0.353 0.878  1.139

Block -0.006 0.006 -0.135  -1.031  0.308 0.939  1.065

Size -0.275 0.108 -0.502 -2.545 0.014 0.410 2.439
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Unstandardized Standardized Collinearity
Model Coefficients Coefficients t Sig. Statistics
Std.
B Error Beta Tolerance  VIF
4 ROA 0.029 0.012 0.384 2.447 0.018 0.650  1.538
MB 0.135 0.205 0.110  0.658 0.514 0.575  1.738
LEV 0.301 0.534 0.083 0.564 0.575 0.735 1.361
OCF -1.201 1.253 -0.142  -0.958  0.343 0.729 1371

a. Dependent Variable: NegDA
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