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TANTIP SRIVISUT: THE EFFECTS OF CORPORATE GOVERMANCE ON THE
RELATIONSHIP BETWEEN INVESTMENT OPPORTUNITY SET AND FIRM
PERFORMANCE OF LISTED COMPANIES IN THE STOCK EXCHANGE OF
THAILAND. THESIS ADVISOR: ASST. PROF. PIMPANA PEETATHAWATCHAI,

DBA., 110 pp.

This thesis aims o study 1) the relationship between invesiment opporiunity set
and firm performance and 2} the effects of corporale governance on the relationship
between investment opportunity set and firm performance of the listed companies in the
Stock Exchange of Thailand (SET). Three corporate governance mechanisms are used in
this study: 1) the proportion of the independent director, 2) the managerial ownership, and
3) the managerial remuneration. This study is an empirical research and the sample
includes 715 Thai listed companies in the SET during the year 2005 to 2006. Ridge
regression analysis is used to test the relationship between these variables and the firm
performance.

The results indicate that managerial remuneration has a significantly positive
association with the currént performance. That is, the higher the managerial remuneration,
the better the firm performance. This result implies that the managerial remuneration
policy can be used to reduce agency costs. For the effects of corporate governance
variables, the managerial, remuneration, has. a, significantly -positive effect on the
relationship between investment opportunity set and current performance. That is, the
companies with-investment opportunity would ‘have -good performance if they pay high
managerial remuneration.  The remaining varables are not found to be significantly
associated with the current performance. However, when separate the analyses by year,

the investment opportunity set has a significantly positive associated with the current

performance in 2005 while the association is not found to be significant in 2006.
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Gray outside directors, Interlocked
outside directors, Outside director over
age 69, Busy outside directors,

®  Ownership Structure Usznau@ie  CEO
percentage stock ownership, Non-CEO
insider owns 5%, Percentage stock
ownership per outside director, Outside

blockholder owns 5%
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Ordinary Least Squares Regression model
9u1/7674 : Total annual cash compensation
of all directors per-director

Aautlsaase : Stock Returns, Stock Returns in
the previous year, Dummy years, Stock
option for executives, Proportion stock owned
by all directors, Return on Asset, Rate of

Growth of Sales, Net income is negative
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Ordinary Least Squares Regression model
suilasu ; Equity value, Dividend price,
Log of real salary, Existence of bonus plan,
Existence of stock-option plan

slauilsadse : Asset value, Regulation

dummy, Log of real sales, Accounting return
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Regression model

suilsnu : Abase salary, Acash bonus,
Aall other incentive pay, Asalary and
bonus, Atotal pay

Aaulsagse : Stock return, AROE, Factor
score of 10S, Factor score of 10S * Stock

return, Factor score of I0S * AROE
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Correlation Analysis

Fu1lsm14 ; Realized book value
growth

Fauilsaass : Ratio of book to market
value of asset, Ratio of book to market
value of equity, Ratio of book value of
PPE to firm value, Tobin-Q, Ratio of
Depreciation expense to value,
Earnings-price ratio, Ratio of R&D to
firm value, Ratio of R&D to total asset,
Ratio of R&D to sales, Ratio of Capital
additions to firm value, Ratio of Capital
additions to total asset, Variance of
total return, Market model beta, Book
debt to equity ratio, Book debt to asset
ratio, Market  debt to equity ratio,
Dividend payout ratio, Dividend yield,
Dummy variable equal to one if firm
has shares reserved for option plans

zero otherwise
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mwm?@lmrﬁ'mm WATEI4A LWL 0.001 WAY 49.798 Wi AINANAU UINNBININTIN TuT]
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3. ANAANALARDUFABIHNITUANLAILLLAING
1 dl £ (= a [ %
4. APRALARRRABLT LA AT TANAY
5

. Fiudlsfaseynraseaduaaseiu

1. NSASIAFDLANDRALUDIATARIALAADL

NsuAN a way b Ineinlinatann1asaesaasnINAa AR ulAIAIga axinli

{ dl -dl Z:e| O [ ZI/ A ¥ dwd | a
D e, = 0 ANRALUAIANNARIALAREY = E(e) = = — = 0 suluReuladeiaaduaie
|
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1
oAl

oo ¥ : B oo o | dn e
anannnstl Iaei a = AdfilsainnisilszanniAmnandmasaesAiag b = Arwldainnis
UszannupinTiinaiaessautlstass uaz e = AIAINARIALAREUAINNNT I Tayafaatin
lunisdszanawpnniines

2. MMM/ UALUTUTIUARIANNARIALARDYU

{unisnagannaia e iA N LeNaIasALssauael sz N gie 2 ngw
wsald GennsAnenluafiiideyagnuiseanidu 2 ngu mxtnldlunisdnen léun U2548
warll 2549 afiAT lunsnaag UAIHLANFNAINAT9AB Levene's Test Inaflauuigiu Ae

H, : AMANaLLstlsauTRAAR AL AR UL
H, : ArAuLLstsuansAtaaaAdeuliyiniu

HANNINARaLAzNANIUN lHAINAY Levene Az AN p-value HaendnszauiadnAnyh
o A a a alx A 1 1 dl 1 1 o
nuuA An 0.05 aztfjwsanumgiu Hy duAe A nudstsusesriranndeuliviniu

AINNANITNALALNLIN A1 Levene  Statistic  1ay A1 p-value WAL 0.385 LAy 0.535
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FANAIAL TIAY p-value NINNFNITAUTREATYNNIMUA AeBeniuaNNFgIy H, TuAe A1

o

ANNLL Il MuIaIAIAataLARaunGY Sadullniuteulaaasnisiiassiacunanas)

3. AMARIALARDUARINNITHANKAILULLUNA

v
1 o Y aa

N19ATIAAALINATAAIALAAAUNNITLAN AL NFAvTe ldiw azldatinaaay
Kolmogorov-Smirnov Test Tmﬂﬁzﬁumagﬁu An
. I -
H, : AMARIALARAUENITLANLASLNG
1 dl al ] a
H, : AAa A Aauiinisuantaslilng

NANNTNAGaLATNA130 bHAaInAT Kolmogorov-  Smimov statistic kag A1 p-value

'
o o A

taendnsziuiadAnyiniuue Ae 0.05 axdfjiasannigiu H, 1iuRe AAaIAAAELINIT

o

wanuwasllin® anean1INAdaUNLAN A1 Kolmogorov- Smirov statistic kaz A1 p-value

'
o ] [ % =

WinFU 0.153 1Ay 0.000 AMNATAL T9AI p-value  HAENINTLALULANAUNANUUA 981

o

ANNAFIU H, uAe AAsInnaauinfsanuasiilng aannismunusssunssaluenn (4
wa, 2549)  wudnnisuilatiymAiaaiaedeulanuasldlnfazanunsana ldlaanisiia
Anuandeyalininau uaznisulasdeyadoulsnin Gadaaeliianislden Logarithm 1y
o/ ZJ/ a ¢ dl % I dl 1
soutlsnnludunaunisainsizianiunanas e ldlunisudilymiAiraiaipaauuanualy
Unateentulastoyasaulsnia
4. mAAnALARAUARAL T uAdTEAINAY
nsmeaaUdnal e, uway e Liludasziuselal avldadiinaaau Durbin-Watson Ing
fi1¢1 Durbin-Watson #A1lnd 2 AedAnlugee 1.5 1925 azagildne uay e lugasziu
WATAMKNANIINARALNLIN AT Durbin-Watson HAWNAL 2,114 Avtiuasagilfdnen
o - T4 2 o - .
panapaauiluasszsany taiuldmuteulaeimnimwnziaunanes
s a o Y S| a Qs
5. paudsagsenaInatludaseny
dl dl o o 2 LS A o a v v @A
RaulandrAtyunlunisisisianunenes Ae daulsdaseynaasasiugaszan
fiu wa lun1sAnEIn1eAudeAnAgansinaziaanuilymAaulsaassdaanudunusiuies
A = 1 o o & p 4 = o v 1 a £ a 1
Wea NI WHANAUS (Multicollinearity) ial#nnatszsinasd1duilsc@nannsnnnasidenla
gnéies nsnsadauReulatiaznlasnislidoulsdaseiautaidudouilsnin dousouils

'
aaa

daszNuaelufawlsfasy ANADAT M NNINAgaL Usznausas A1 VIF (Variance Inflation
Factor) WAz AN Tolerance B1AN VIF 11NN91 10 way Tolerance HANINA 0 wamadnfaudls
a % o dJ al % o 6 o/ % a dl A dl £ a

BassalafuTaN AN NANAUSAUAILLsRassimae annisnsageudanlalaaldmaiia
NN93LAIEUAINDADAELTINYLTEAY (Linear Multiple Regression) WU41AY VIF WATAN

Tolerance 131ng)Aclum3neh 4.15
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;13797 4.15 N19msadaLANNANTUTIEndedulsdassInaldnnstinsnzinnunanesnigm

GNER
ZLIBIE Tolerance VIF

nguredlanialiun1samu 0.003 384.628
dndaunssumefifludass 0.949 1.053
AndaunIaDetulaeLsuIs 0.896 1.116
ANRBLLNUUBIHLFNNS 0.529 1.890
nauaaslanialunisadnu x dndaunssunaiidudas: 0.087 11.450
nanraslanialunisamu x dadaunisneiuueagiizng 0.003 1.804
ngnvedlan1alun1saewu x AMMELILNULENELTNNS 0.554 332.991
PIANANIT 0.447 2.237
svAuANIREN 0.758 1.319
HANTIALHWINIAN B 0.889 1.125

AMNENINTN 4.15 wuddouilanguaasienialiunisasni uay Interaction  termuas
ngnreslanialunisaamu x dndounssuniamiiudass uaznguaedlanialunisasmu  x
ANRALIUNULBIELFNT HANANANEAWeMIZALNGININIINAANTUNTAAT VI winAL
384.628, 11.450 uaz 332.991 AINAIAY AnHaAINa9in T g unsnldmalianisiwmszd

a a % [ 1 o a o o Y A o KR
pNamnasETIdulunasmase A AUt sndaesautlsBassiudauLnnuls §Rdaa
lgvinnnsAnsnagnisui il uiAIna1nudImARANITILATIZ AN AN LLTINYLLLEAS
(Ridge Regression Analysis) @1813ald1szanupndnilss@nsnisnnnesi@anynsidiinanyg
Auiusszudnsiauilsdasy tnglisasdnsiaulsdaszaanaindouuy GinWaAAINAAIALARDY
o o = = £ PN | ado o o o & =
NNANALRAL URNANLIILANDEN1INANBYNAIRINIINENN AU NGA (395RY, 2547) TIHANIT
anlfimatAN1IILATIZEANNDANE LTI NYLLILEAdWUITAY VIF (Variance Inflation Factor)

\lusiadl
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FaLkLls VIF
nguaealanialiun1sadmnu 0.272
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Interaction term 13znaupae 1) ngnaeslanIaluniaadni x drdaunsaunisiiludase 2)
ngnaaslannalunisawu x dndaunisnediuaesiiisns waz 3) nguaadlanialunnsadnu x
ANRBLUNUIBELITNIT wazFusAIuAN Usznaudae 1) 2uIANANIT 2) srFUAMUIASY
WAY 3) HANITANLEINNINAAN D1 11132108 HA AL AT E AL AL UE U AN 2R T
wpilaqiiuees$Em lnsnanasdinsmzipandaiusiananalduansuuusn T 2548 uast

2549 @91l lum3099 4.17. 4az.4.18

F19799 4,17 NANTTUTENIUANAZANATIRFNTAINANNITOADBLTNNYULLTAS

) Adjusted Root Mean Sig. F Durbin-

Model R ) F Value
R Square Error Value Watson
PP 0.438 0.430 0.1601 54.929 0.000 2114
7] 2548 0.385 0.366 0.1882 20.828 0.000 2.107

1l 2549 0.544 0.531 0.1736 42.922 0.000 2.146
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ROE, = o+ f3,00S) + B,(ND,) + B,(MOWN,) + B,(MREM,) + B.(10S, * IND,) + B,(10S, * MOWN,) + 3,(10S, * MREM,) + B,(SIZE )
+ B(LEVERAGE)) + B,(ROE,.) + €,
_ 9901 (n=715) 1] 2548 (n=344) 1l 2549(n=371)
Arnng _
ANGNLILANE  ARANAIA AN AN
B AN
piauls NP ANAUNUS NINTFU HANAIA HANAIA
ANNUDY p-value B p-value B p-value
. Tpedseunny (Standard NIAIFU NIATFU
AR B ®
(B) Error)

Constant N/A 0.4929 0.0000 0.000 -0.2648 0.0000 0.059 -0.2322 0.0000 0.000
10S - 0.0095 0.0451 0.187 0.0065 0.0301 0.013** 0.0085 0.0408 0.645
IND + -0.0548 -0.0271 0.260 0.0097 0.0048 0.694 -0.0177 -0.0048 0.214
MOMN - -0.0016 -0.0014 0.959 -0.0026  -0.0021 0.993 0.0021 0.0019 0.956
MREM + 0.0732 0.1137 0.001** 0.0387 0.0591 0.030** 0.0383 0.0606 0.007**
|OS*IND - 0.0038 0.0063 0.759 0.0157 0.0270 0.294 0.0198 0.0326 0.143
|IOS*MOWN + -0.0227 0.0347 0.365 0.0001 0.0001 0.261 0.0001 0.0003 0.528
|IOS*MREM + 0.0020 0.0625 0.096 0.0012 0.0353 0.009* 0.0014 0.0423 0.887
SIZE + 0.0087 0.0285 0.596 0.0097 0.0313 0.533 0.0054 0.0181 0.423
LEV + -0.0093 -0.1493 0.000** -0.0009. -0.0128 0.816 -0.0051 -0.0892 0.000**
ROE + 0.5137 0.4700 0.000** 0.1993 0.1975 0.000* 0.2194 0.1826 0.000**

t-1

* gyautladAtyR 0.05
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10s = nguaedlenialunisau
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MREM = ANRBLLNUUBIHLIFNNS
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WAL -0.0548 kAL -0.0177 AMNANAU LANANITNAZAUT] 2548 NAUNLINEAA1NTINNT
AINAINAMNANAUS TunuanAUNaN19AHNINIIATAq1TY Ina AN dNLssAnEanduius

Winfiu 0.0097 TaiAn1AdNRusiduldmuianals wavnniaisaunan p-value 284013
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nagauuuugInNt 11 2548 wazil 2549 Winfu 0.260, 0.694 WAy 0.214 ANAAL  Aviawle
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Tudndadounssunisiidugasslifianduiusiunanisaniinewanilaqiuee1ed
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U ezl 2548 Wmmmmummmjummmummmwuﬂummmumm?mLuu\‘mu\mm
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