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Abstract 

Background 

The Asian financial crisis in 1997 was the starting point for the Thai government and 

regulators look to more closely at corporate governance in Thailand. The World Bank and 

foreign investors accused poor corporate governance practice for intensifying the crisis 

mainly because of a concentrated ownership structure by families and individuals. 

Unfortunately, it is difficult for regulators to regulate ownership stake within firms. Instead, 

the government and regulators focus on improving mechanisms to monitor owners such as 

imposing requirements on a minimum percentage of independent directors, an 

independency of auditors and a recommendation for an independent board Chairman. This 

thesis aims to examine the effectiveness of certain regulations by determining possible cross-

sectional relationship between governance mechanisms and corporate performance in 

Thailand using an OLS regression.  

 

Results 

The results show that a firm with a Chairman who is also a major shareholder performs 

significantly better. On the other hand, it shows that a CEO duality structure and 

independent directors have negative impact on firm performance. Lastly, the evidence shows 

that having a large owner (defined by the ownership percentage by the largest shareholder) 

has a positive impact on firm performance, while a family owner (defined by the ownership 

percentage of the largest owner who is a family) has a negative impact on firm performance. 

  

Conclusion 

The results imply that some regulation requirements are still ineffective. Regulators may 

need to investigate whether the Anglo-Saxon model can appropriately fit the environment in 

Thailand. Regulators need to be able to enforce stronger definitions of their requirements to 

increase effectiveness of the rules. In addition, stronger enforcement of disclosure policy is 

crucial. On the contrary, regulators may also need to educate companies on succession 

models in order to improve overall firm performance and thereby the Thai capital market. 

Lastly, the government and regulators should collaborate to improve the institutional 

environment in Thailand in order to increase foreign investments and thereby facilitating 

firm growth and expansion opportunities. Consequently, these improvements would lead to 

an overall increase in GDP in Thailand.  
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Section 1: Introduction 

The Asian financial crisis in 1997, the Enron scandal, the financial crisis in 2008, and the 

collapse of Lehman Brothers are all epitomes of corporate governance failures. These events 

share a common trait of the agency problem caused by a separation of ownership and 

control. The agency issues result in expropriations of assets by managers in forms of 

perquisites, misallocation of resources, under-optimal investments and excessive risk-taking. 

Therefore, corporate governance is needed to protect investors.  

 
A global investor survey in 2002 by McKinsey & Company demonstrates that investors value 

corporate governance elements as much as financial indicators. More interestingly, investors 

are willing to pay higher premiums for companies exhibiting high governance standards. 

Similarly, Gompers et al. (2003) construct a governance index for American companies in 

1990s to proxy for shareholder rights and find that firms with stronger shareholder rights 

exhibit superior performances. The research indicates that strong governance mechanisms 

have a positive impact on firm performance in developed countries.  

 

1.1 Problem Statement 

“How does ownership structure and corporate governance functions affect firm performance 

in Thailand?” 

 
A cross-sectional analysis between corporate governance mechanisms and firm performance 

is used to answer the problem statement. An Ordinary Least-Squared (OLS) regression is the 

primary method employed to determine the relationship between corporate governance 

mechanisms and firm performance. 

 
Firm performance = f (ownership structure, board characteristics, leadership structure, CEO 

characteristics, firm characteristics) 

 
All corporate governance data are manually collected in 176 annual reports from 88 listed 

companies (2-year sample of 2009 and 2014) on both the Stock Exchange of Thailand (SET) 

and the Market for Alternative Investment (MAI). The collection approach aims to obtain 

accurate ownership data and corporate governance practices (e.g. board of directors) from 

the companies. Companies in the sample exclude financial companies and companies that 

are currently under rehabilitation. Financial data are obtained from Compustat Global. 

Tobin’s Q1 is used as a proxy for firm market performance and ROA2 is used as a proxy for 

                                                 
1 Measurement of the market value of total assets over the replacement cost of total assets (described in section 4.1.1) 
2 Return on Assets (described in section 4.1.2) 
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firm accounting performance. All data in the regression analysis are winsorised at 5% and 

95% in order to remove extreme outliers. SAS Enterprise Guide software is used to conduct 

the analysis. A robustness test is employed to validate the main results by using an 

alternative dependent variable. Market-to-book value ratio is used as an alternative proxy for 

Tobin’s Q and a sale-to-assets ratio is used as a proxy for ROA.  

 
The above is hereinafter referred to as the “study”. 
 

1.2 Objectives of the research 

There are three major objectives for the study: examining a cross-sectional relationship 

between different corporate governance variables and firm performance, analyse the policy 

implications and finally recommendations that arise from the assessments and complements 

the previous research conducted by Kouwenberg (2006). These objectives are elaborated on 

in the following. 

 
Firstly, this study seeks to explain the impact of selected variables on firm performance. The 

variables of examination are: a ratio of independent directors, size of the board, family CEOs, 

ownership structure, a CEO duality structure and a leadership structure. These variables are 

selected because they are believed to affect firm performance. Furthermore, they are highly 

debated variables both in Thailand and in global corporate governance.  

 
Secondly, this study aims to help policy makers understand the consequences of their 

reforms and enable to adapt their policies and requirements optimally in order to grow the 

capital markets in Thailand.  The target recipients of this study are the government and the 

policy makers. Policy makers in Thailand include the Securities and Exchange Commission 

(SEC), the Stock Exchange of Thailand (SET), the Thai Institute of Directors (Thai IoD)3, the 

Bank of Thailand (BoT)4 and the Federation of Accounting Professions (FAP) and the 

Department of Business Development (DBD)5. Among these policy makers, the SEC has the 

widest range of authority power and is the principle regulator of the Thai capital market. In 

addition, the SEC also oversees the SET, who is responsible for corporate governance code in 

Thailand. Therefore, the focus is mainly put on the SEC, the SET and the FAP. 

 

Lastly, the study aims to complement the research conducted by Kouwenberg (2006). 

Kouwenberg (2006) finds that a firm with a higher score in a so-called corporate governance 

index has a higher value in Thailand. The approach of using corporate governance index has 

                                                 
3 The Thai IOD provides training for both dependent and independent directors. Furthermore, it publishes a corporate governance survey for 

listed companies.  
4 Bank of Thailand is the central bank of Thailand responsible for corporate governance for financial institutions. 
5 The DBD is responsible for companies’  registrations. 
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become extensively adopted since the research by Gompers et al. (2003) was circulated. 

However, the index is not proven to be a better measurement than a single corporate 

governance variable (Bhagat et al., 2008). Bhagat et al. (2008) state that aggregating each 

measurement into one number cannot measure everything investors need to know and can 

be misleading partly due to an econometrics issue. In addition, they further suggest that 

using one index measure is not a suitable measurement for all firms because different firms 

have different needs. On the other hand, the weakness of using a single governance variable 

is that sometimes certain variables can result in misspecifications of the analysis. (Bhagat et 

al., 2008).  

 

1.2 Limitations 

The sample size of this study is considered to be a limitation of the study, caused by a time 

constraint for data collection. Additionally, data is limited to publicly listed companies. The 

discussion is therefore based on the assumption that the sample is a good proxy for other 

Thai companies.  

 
Another limitation is that ultimate firm owners cannot necessarily be traced as per online 

availability. This variable is important because control-enhancing mechanisms6 are 

prominent among Thai firms. The variable allows a better understanding of the impact of 

control-enhancing mechanisms on firm performance in Thailand.  

 

Thirdly, an endogeneity problem cannot be accounted for. Endogeneity refers to an 

endogeneity of ownership (Demsetz and Lehn, 1985), a board composition (Hermalin and 

Weisbach, 2003), and a leadership structure (Adams et al., 2009). Endogeneity can be solved 

by using an instrumental variable, running 2-staged least squared, 3-staged least squared 

and lagged values. This study will not use any of the above mentioned methods to solve an 

endogeneity problem because of the difficulty in finding a suitable instrumental variable. 

 

Fourthly, a cross-sectional analysis method experiences a heterogeneity problem in nature. 

The heterogeneity problem refers to a situation where two firms have different optimal 

solutions for their corporate governance (heterogeneity solutions). A different optimal 

solution results in a different performance (see Figure 1). However, a cross-sectional analysis 

can only describe a relationship between corporate governance solution and performance 

while it cannot explain the reason for the need for different solutions.  

 

                                                 
6 Refers to pyramid structure and cross-shareholding structure 
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Figure 1: Illustration for heterogeneity 

 

Source: Adams et al. (2010) 

Also, executive compensation is another important metric to fully understand corporate 

governance in Thailand. Due to limited disclosure7, sufficient data for executive 

compensation is not collected. Hence executive compensation is not included in the study.  

 
Lastly, smaller errors may occur in data collection due to human error. The data may also be 

subject to a survivorship bias.   

 

1.3 Contributions 

Due to a unique dataset, this study contributes to several important corporate governance 

literatures.  

 
The most important and unique finding in the thesis is that a Chairman who is a major 

shareholder has a positive impact on both Tobin’s Q and ROA. The result is robust to changes 

in model specifications and a sensitivity analysis. In addition, the sensitivity analysis shows 

that an independent Chairman has a negative effect on corporate performance. The findings 

contradict the recommendation by the World Bank (2013) and the SEC. The results 

contribute to three important implications: a trade-off between a monitoring and a 

supervision function (Raheja, 2005), the life-cycle theory (Filatochev et al., 2006) and the no 

one-size-fit-all theory (Bhagat et al., 2008; Aguilera and Jackson, 2010).  

 
Secondly, an independent director has a negative impact on firm performance only when an 

independent Chairman is present on the board. The finding contributes to the literature by 

Agrawal and Knoeber (1996) and Bhagat and Bolton (2008). In addition, it reinforces the 

three implications mentioned in previous paragraph. The main point of discussion is that a 

firm needs to carefully evaluate its need for monitoring and information. Firms cannot add 

independent directors to increase firm performance. On the contrary, regulators also need to 

evaluate whether the requirement of a minimum numbers of independent directors imposes 

                                                 
7 “Firms are required to disclose directors’ compensation on individual basis. Firms are required to disclose executive 
compensation on aggregate basis.” – World Bank 2013 
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unnecessary costs to firms and deters firms from operating optimally. In addition, regulators 

should enforce stronger criteria for independent directors and stronger disclosure policies. 

The enforcement will mitigate the problem of firms choosing independent directors who are 

not truly independent nor not competent.  

 
A CEO duality structure has negative impact on firm performance only when a Chairman is 

the major shareholder. The finding seems to indicate a separation of labour.  

 
Fourthly, it shows that a cash flow right by the insider is beneficial to firm performance 

which contradicts the World Bank’s accusation in 2003 and Dhanadirek and Tang (2003). 

The evidence also demonstrates that both a family presence and a family owner have negative 

impact on firm performance. Consistent with Cronqvist and Nilsson (2003) and Anderson 

and Reeb (2012), firms with family owners perform worse because of inefficient and 

conservative investment decisions and their reluctance to give up control.  

 
The evidence does not support the recommendation by Dhanadirek and Tang (2003) that 

concentration of ownership should be limited. On the other hand, policy makers can enforce 

strong disclosure rules on control-enhancing mechanism.  

 
To end with, a sensitivity analysis model suggests that leverage has a negative impact on firm 

performance. There seems to be an inverse relationship between family firm performance 

and leverage. The evidence reinforces the previous conjecture that family firms perform 

worse because of inefficient and conservative investment decisions. An inference from the 

evidence is that family firms lack access to external funding to expand their business. The 

result indirectly insinuates an under-developed capital market in Thailand. Hence, the 

implication is to develop a capital market to attract foreign investments by improving 

disclosure, institutional and legal environment and enforcement and removing/reducing 

barriers for foreign investments. The implementation will allow firms to have more access to 

funding hence more opportunity to grow. This will ultimately lead to an improvement in 

capital markets in Thailand and an increase in GDP.  

 

1.4 Thesis structure 

The thesis is structured as followed: Section 2 provides the background and understanding of 

corporate governance in Thailand. Section 3 discusses literature used as framework for the 

analysis. Section 4 discusses the methodology in details. Section 5 discusses results, 

interpretation and possible policy implications. The thesis ends with Section 6 where 

conclusions and suggestions for further research are discussed. 
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Section 2: Background  

This section briefly discusses the corporate governance environment in Thailand to provide a 

basic understanding for further discussions.  

 
The section begins with the external environment including the reform and legal institution 

and the development of capital markets in Thailand. This will be followed by the discussion 

regarding characteristics of firms in Thailand including ownership structure and board of 

directors. Lastly, the section will revolve around disciplinary mechanisms including the roles 

of creditors and external auditors.  

 

2.1 Asian financial crisis and the reform in corporate 

governance 

Corporate governance in Thailand experienced a significant transformation after the 

financial crisis in 1997. The poor corporate governance was accused of being the instigation 

exacerbating the crisis (Palitwanon, 2016). An ownership concentration by families and a 

poor disclosure were indicted as the main culprits. A bad corporate governance practice does 

not necessarily come from a lack of regulations because corporate governance booklets and 

regulations already existed before the crisis. The underlying problem is the lack of 

enforcement (Connelly ,2004). 

 
After the crisis, the Thai government and the Stock Exchange of Thailand (SET) collaborated 

to improve corporate governance in Thailand in order to re-gain investors’ confidence by 

addressing shareholders’ rights, director practices and disclosure practices. The collaboration 

resulted in the production of the “15 Principles of good corporate governance in Thailand”8 in 

2002. Moreover, that year was also declared as “the year of good corporate governance”. 

Main focus areas of the guidelines are in regards to increasing the protection of shareholders 

rights, enhancing the accountability of board of directors and increasing transparency and 

disclosure (Connelly, 2004). The principles are later reviewed in order to be compatible with 

the OECD principles in 2006. Currently, Thailand is using the “Principles of good corporate 

governance for listed companies” launched in 2012. They were created to increase standards 

of corporate governance in Thailand in order to be compatible with the ASEAN corporate 

governance scorecard. The principles are based on a comply-or-explain basis9.  

 

                                                 
8 The principles are considered to be similar to codes in developed market (Kouwenberg, 2006) (see Appendix Table 39). 
9 Companies are required by SET to disclose their implementation plan of the principles. The companies also need to disclose 
the reasons they are not complying with the guideline. 
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Thai corporate governance progressively builds its way to be compatible with international 

standards including the Cadbury Act from the UK and the Sarbanes-Oxley Act from the US 

by adopting an Anglo-Saxon corporate governance approach to increase shareholders’ rights 

and monitoring functions.  

 

World Bank (2005) recommended that Thai firms improve legal protection for minority 

shareholders. In response, the Security Exchange Commission of Thailand (SECT) increased 

regulations to improve a protection of minority shareholders’ rights by recommending 

procedures for minority shareholders to nominate directors (World Bank, 2013). In addition, 

it also founded the Thai Investor Association (TIA) to help add strength to minority 

shareholders. However, there are no substantial outcomes created by increased regulations 

and establishment of TIA thus far. The latest report by World Bank 2013 still insists that 

protections of minority shareholders among Thai firms are low.  

 

In summary, corporate governance in Thailand is still in an early stage. Minority 

shareholders’ protection is low and needs to be improved (World Bank, 2013).  

 

Table 1: Differences between Anglo-Saxon Countries and Emerging countries 

 
The Anglo Saxon Countries10 Emerging countries11 

 
Country level   
Growth……………………………. Stable…………………………………………………………………. Rapid growth………………………………………………………………….. 
Income level……………………. High…………………………………………………………………… Low……………………………………………………………………………….. 
Legal protection………………. Strong………………………………………………………………… Weak……………………………………………………………………………... 
 
Firm level   
Ownership………………………. Dispersed…………………………………………………………... Concentrated…………………………………………………………………. 
Control…………………………… Management………………………………………………………. Dominant shareholders………………………………………………….. 
Information asymmetry……. Narrow gaps……………………………………………………….. Wide gaps……………………………………………………………………… 

 
Public information………………………………………………. Inside information…………………………………………………………. 

 
High quality of disclosure and transparency…………... Medium quality of disclosure and transparency……………….. 

Agency problem Managers and shareholders………………………………….. Controlling shareholders  and minority shareholders………… 

Source: Boonyawat, 2013 

 

2.2 Legal environment and its effectiveness 

La Porta et al. (1998) categorised Thailand as having a common law system originally 

influenced by the British. They note that later on it received an enormous influence from 

French laws.  Thailand is plagued with high corruption and low efficiency of judicial system. 

La Porta (1998) rated corruption as 5.18 out of 10 where 10 is the lowest corruption. In 

addition, an efficiency of judicial system score is 3.25 out of 10 where 10 is the highest 

efficiency level. Similarly, Connelly et al. (2012) conclude that legal enforcement in Thailand 

is considered to be weak.  

 

                                                 
10 Examples of Anglo Saxon countries are the US and the UK 
11 Examples of emerging countries are Thailand, China, Vietnam, Brazil, South Korea  
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Public Limited Companies Act B.E. 2535 (PLCA) and Securities Exchange Act (SEA) B.E. 

2535 (SEA) govern listed companies in Thailand under the control of Securities Exchange 

Commission of Thailand (SEC). Although SEC has strong authority and power, it cannot 

initiate civil actions and claim damages for investors (World Bank, 2013). World Bank 2013 

states that regulations regarding investors’ protection are fairly unclear due to possibilities of 

overlap between the SEA and the PLCA. Lastly, World Bank (2013) claims that market 

participants find it difficult to differentiate between mandatory requirements and 

recommended guidelines.  

 

Though self-dealing and insider trading is stated to be strictly prohibited, a recent case of an 

insider-trading by six CPALL12 directors demonstrates that there is no severe penalty besides 

a temporary stock slump and a total fine for the offenders of less than one million13 USD. The 

offenders did not get fired from the company. The company only publicly announced that it 

will improve its corporate governance14. The implication of the incident justifies the low 

rating given by La Porta and shows that investor protection in Thailand is low. Moreover, it 

also shows that regulation bodies are ineffective.  

 

Takeover code and takeover mechanisms do exist in Thailand. However, there has almost 

been zero cases of hostile takeovers in Thailand (Connelly, 2004). Connelly (2004) 

conjectures that the low number of takeovers/hostile takeovers is a result of concentrated 

ownership. In any case, the low “risk“ of takeover make managers less afraid of being 

replaced and they will therefore not necessarily make the best decisions to maximise 

shareholders’ values.  

 
To conclude, it appears as if Thailand has ineffective regulation bodies which merely act as 

window dressing. Investor protection, legal effectiveness and legal enforcement are low. 

Market for corporate control is under-developed as a result of concentrated ownership 

structure and soft governance culture.  

 

2.3 Development of capital market in Thailand 

Capital markets are still in an under-developed phase in Thailand. There are very few private 

equity firms and venture capitalists compared to developed markets such as Singapore (See 

Table 2)  

                                                 
12 CPALL is one the largest conglomerate in Thailand. It is controlled by the Chiarawanon family who also owns the CP Group. The 

founding family has strong political connections in Thailand. 
13 This amount is considered very low compared to other cases. For example,” Enron directors need to pay USD 168 to investor plaintiffs” 

(Hermalin and Weisbach, 2010). Source: http://www.ft.com/cms/s/0/25d9a0ac-d6eb-11e5-969e-9d801cf5e15b.html#axzz4DcUV9Y29 
14 CPALL discloses in their annual report that they promote strong ethics and all kinds of insider trading is strictly prohibited. This suggest 
that what Thai companies disclose may not be what they are actually implementing.  
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and other counterparts in Southeast Asia. There are three main contributions to slow 

development of capital market in Thailand: an institutional void, an ownership by families 

and a foreign business act regulation. Scheela et al. (2012; cited in Klonowski, 2012) claim 

that low equity investments in Thailand are caused by institutional voids15. Common 

problems of emerging market countries are weak property rights, corruption, ineffective 

stock markets and weak banks. Family ownership is also an important factor affecting deal 

flows in Thailand because it is not intuitive for owners to sell their business16. Furthermore, 

they expect unreasonably high prices from selling their businesses. A dilution of ownership 

and control is another factor that discourages family owners from obtaining equity capital. 

Lastly, the Foreign Business Act also limits foreign ownership in Thailand17.  

 

Table 2: Venture capital in Southeast Asian economy in 2006 

 
Philippines Thailand Vietnam Singapore 

Venture capital pool ( USD million) 320 650 1,376 12,556 
Number of private equity firms 21 19 15 128 
Investments in 2006 (USD million) 91 307 336 2,077 

Source: Scheela et al. (2012) from Private Equity in Emerging market: The new frontier of international finance p. 164 

 

2.4 Strong presence of family owners 

A definition of controlling shareholders according to the PLCA is that a shareholder exerts 

significant control over the firm either directly or indirectly by having a minimum ownership 

of 25%. At this level of control, shareholders can nullify corporate decisions, demand to 

inspect businesses and financial operations, call for extraordinary meetings and dissolve the 

company (Wiwattanakantang, 2000).  

 
World Bank (2013) reports that a family owner is still the main player in Thai capital 

markets. Wiwattanakantang (2000) documents that Thailand has concentrated ownership 

structures. This seems to be an important characteristic in emerging markets due to low 

investor protection (La Porta et al., 2000). Family ownership’s contribution to the GDP 

ranges from 70% to 90%18. Wiwattanakantang (2000) finds that 68% of Thai firms are 

controlled by families of which 58% are controlled by a single family (See Table 59 in the 

appendix). Because the majority of family firms are controlled by a single family, the main 

agency problem is expected to be agency problem II19.  

 

                                                 
15” Institutional void refers to a situation where an institution is absent or does not function effectively to create market 
efficiency and minimise transaction costs”. (Sheela et al., 2012) 
16 Ellis Bob. Capitalizing on growth: Private equity in emerging Asia-Pacific. KPMG.com 
17 Foreigners are not allowed to own more than 49% of Thai firms. The rule is set as a result of capital control management as a 
result of the financial crisis in 1997. 
18 Akachai Apisakkul. A comparison of family and non-family business growth in the stock exchange of Thailand 
19 Agency problem between large shareholder and minority shareholder 
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Connelly et al. (2012) claims that pyramid structures (see Figure 2) and cross-shareholding 

are widely implemented in Thailand because controlling owners would like to maintain 

controls within the firms. The two structures combined applies to approximately 50% of all 

publicly listed companies (Connelly et al., 2012). Thai companies are not required to disclose 

any indirect shareholding in annual reports. A dual-share class is currently not allowed in 

Thailand. Though, Non-Voting Depository Receipts (NVDRs)20 which is similar to American 

Depository Receipts and nominees are fairly common. However, these non-voting shares are 

expected to have minimum impacts on firm ownership because the ownership percentages of 

NVDRs are small (See Table 3). 

 

Table 3: Distribution of NVDR ownership in Thailand 

  NVDR ownership in Thai firms 

  mean std. min. max. 

NVDR in top 10 shareholder list 45.45% 49.94% 0.00% 100.00% 
% ownership of NVDR 2.91% 4.84% 0.00% 25.75% 

Source: Own calculation from SAS EG and Palitwanon (2016) 

 

Figure 2: Illustration of a pyramid structure21 and cross-shareholding structure of Charoen Pokphand Food 
PLC., in 2003 

 

Source: Boonyawat, 2013 

Business: Agro and Food industry. Market capitalisation as of December 31, 2003: 25,200. Year established: 1978 
Family Group: Chiarawanon Family 
Explanation: Figure 2 shows the Charoen Pokphand Food Plc. (Ticker: CPF) has 4 largest shareholders. Bangkok-Agro 
Industrial Products Plc.directly owns 2.55% of CPF. Charoen Pokphand Group Co., Ltd directly owns 23.03% of CPF, Charoen 
Pokphand Holding Co.,Ltd owns 20.54% and Bangkok Produce Merchandising Plc. owns 1.4%.  Chirawanon family owns 
87.87% of Charoen Pokphan Group Co. Ltd and directly owns 1.26% of CPF. The family owns 99.48% of Bangkok Agro 
Industrial Plc, and 98.05% of Bangkok Produce Merchandising Plc.Bangkok Produce Merchandising Plc. directly owns 1.45% of 
CPF. A simplied voting right for the Chiarawanon family is 1.26% + min(23.03%, 87.87%) + min(20.54%,100%) 
+min(2.55%,99.48%) + min(1.45%,98.05%) = 48.83% 
A cash flow right for the Chiarawanon family is (87.87%*23.03%)+(99.48%*2.55%)+(98.05%*1.45%)+20.54%+1.26% = 45.99%. 
The calculation of cash flow right and voting right is done according to Faccio and Lang (2001).  

 

Suehiro and Weilerdsak (2004) documents that Thai firms are relatively new as there are 

only 10% of total firms which are in the third generation or higher. Interestingly, firms in the 

third generation are full-conglomerates where firms in the first and second generation are 

                                                 
20 ”An investment instrument created by SET to allow foreign investors to invest in Thai companies that otherwise have caps on 
foreign ownership. Currently, NVDRs is accounted for over 10% of total market capitalisation in Thailand. Investors in NVDR 
include foreign institutional, retail investors and some Thai investors.” – World Bank, 2013 
21 Pyramid structure is characterised by owner A has x% ownership in company B. Company B has y% ownership in company C. 
Company C has z% in company D. Owner A is considered  ultimate owner of company D with control rights of  x%*y%* z%. 



Copenhagen Business School Master thesis Supervisor: Steffen Brenner 

 

 15 

either specialised or semi-conglomerate firms. This illustrates a trend for family firms in 

Thailand that firms start from specialised firms and grow into conglomerates.  

 
Family firms in Thailand are mainly rooted in the offspring of Chinese families as a result of 

the Chinese immigration in the 1870s. After the end of the absolute monarchy in Thailand in 

1932, many business groups start to expand under military regimes. These families typically 

have strong relationship with politicians and military leaders.  

 
As suggested by Suehiro (1989; cited in Polsiri and Wiwattanakantang, 2004), Chinese 

businesses cannot grow without connections to the ruling elites in Thailand. This means that 

political connections play crucial roles in business settings in Thailand. Claessens et al. 

(2000) suggest that political connections allow firms in East Asia to grow by getting 

privileges from monopoly power22, protection from foreign competition and contracts with 

governments.  

 
Chinese families rely on close integration into management because of trust issues 

(Weidenbuam, 1996). Family members are generally active shareholders who participate in 

management and board of directors. Therefore, it is not surprising that managers have 

average ownership of more than 25% and directors possess controlling votes.  

 
Besides family owners, other types of prevalent dominant owners in Thailand are 

government or state owners. State and government owners typically own companies in 

utilities industries with large market capitalisation such as oil and gas (e.g. PTT, TOP), 

mining and electricity (EGAT) (See Table 59 to Table 60 in the appendix).  

 

2.5 Board of directors 

Board of directors has received increasing attention from regulators in Thailand because 

much research from the US show that having independent directors positively contributes to 

firm performance. Furthermore, the research by Kouwenberg (2006) also finds that 

independent directors add value to Thai firms and increase firm performance. 

 

Thailand uses a unitary board structure. Board size is considered to be large compared to 

other countries. However, this does not seem to be a problem for Thai companies. Directors 

feel comfortable with having a large board (World Bank, 2013). There is no regulation 

imposed on board size. Independent directors should account for at least 30% of the total 

board seat. The definition of independent directors is loosely defined as “agents who are not 

                                                 
22 A case displayed by Chaebol in South Korea and CP Group (Charoenphokapan) by Chiarawanon family. 
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related to major shareholders and not employed as advisors or employees by the companies 

or affiliated companies” - (Wiwattanakantang, 2000). Regulation does not prohibit a CEO 

duality structure where the CEO occupies the position as the board Chairman. Firms are 

obliged to disclose lists of directors and independent directors. Criteria for choosing 

independent directors do not need to be disclosed. Thereby, independent directors can be 

independent according to legal definition but not truly independent in practice. World Bank 

(2013) recommends that Thailand should move towards independent and non-full-time 

Chairman.  

 

Interestingly, board of directors’ duties in Thailand do not include choosing the CEO and 

dismissing CEO. In fact, board of directors does not even possess the power to dismiss the 

CEO (World Bank, 2013). In practice, the ones to appoint CEOs are major shareholders. 

Additionally, minority shareholders possess limited rights to nominate and select directors.  

The lack of regulation contradicts board of directors’ duties in other countries, where the 

board is to hire and fire the CEO, set executive compensation and ratify management 

decisions. One interpretation of this is that real power remains to controlling shareholders 

and the board of directors is merely an accessory for compliance.  

 
Lastly, family members occupy 50% of the board on average and executive directors who are 

professional managers within the company occupy 30% of the board (World Bank, 2013). 

Therefore, insiders, whose careers are dependent on the CEOs, occupy approximately 80% of 

the board. Furthermore, limited supply of qualified directors leads to a prevalence of board 

interlocking in Thailand (Peng et al., 2001). Lastly, Connelly et al. (2012) claim that there are 

personal and extra-contractual relationships between independent directors and family 

owners. The board composition, loose definition for independent directors, a board 

interlocking and an extra-contractual relationship suggest that monitoring capacity is low for 

board of directors in Thailand.  

 

2.6 The use of leverage in Thailand 

After the crisis, Bank of Thailand (BOT) imposed restrictive rules on firms to reclaim good 

corporate governance. This may imply that creditors play a role as a monitoring body in 

Thailand by imposing covenants. However, due to the Financial Institutions Business Act 

(B.E.2551, 2008) that limits shareholding percentages by banks to maximum 5% of capital 

funds, shareholdings percentage by banks are small compared to other types of investors in 

Thailand. Hence, banks do not play a critical role as a block holder in Thailand. 

 
Debt has always been a preferred source of capital among Thai firms. It is apparent that Thai 

firms use leverage to expand aggressively before the financial crisis in 1997 (Dhnadirek, 



Copenhagen Business School Master thesis Supervisor: Steffen Brenner 

 

 17 

Tang, 2003; cited in Boonyawat, 2013). This leads to established relationships between banks 

and firm owners. The close relationships led banks to be reluctant to inspect firm 

performance before lending, consequently creating many non-performing loans (NPLs) 

during the crisis in 1997.  

 
Many firms that went bankrupt during the crisis in 1997 have bad experiences from the 

consequences of using debt. In addition, the capital market is under-developed and families 

are reluctant to dilute their ownership. Hence, family firms have become more conservative 

and prefer using retained earnings to invest (Connelly et al., 2012), which can be perceived as 

an obstacle for growth and competitiveness.  

 

2.7 Roles of external auditors 

External auditors help in improving transparency, which is an important element in 

corporate governance. The SEC requires listed companies to prepare and submit quarterly 

and annual financial statements in accordance with the Thai Accounting Standards (TAS). 

International Financial Reporting Standards (IFRS), Financial Accounting Standards (FAS), 

and United States General Accepted Accounting Principles (US GAAP) are allowed to be 

applied in any accounting disputes not specified in TAS. In addition, financial statements 

need to be certified by external auditors from the “Big 4” auditing firms or larger local 

auditing firms. In 2005, the SEC issued tenure of 5 years for rotating audit firms. This is an 

effort to eradicate any conflicts of interests that might occur between company managements 

and audit firms who provide services (e.g. the Enron and Arthur Anderson cases).  

  
Thanks to the adoption of international standards and strict requirements for certified 

external auditors, financial transparency and disclosure in Thailand are fairly strong. 

According to the research by Institution of Directors (IOD) in 2013, a majority of Thai firms 

show strong implementation of financial transparency and disclosure. In addition, World 

Bank 2013 also demonstrates that Thai firms are the best at financial transparency and 

disclosure in South East Asia23. Overall, external auditors play a significant role as a 

disciplinary mechanism in enhancing Thai corporate governance. 

 

2.8 Background summary 

Overall, corporate governance in Thailand can be summarised as being in the starting phase 

and heading in the right direction. Regulators are making efforts to implement regulations 

that have been proven to work in western countries. The main agency problem is between 

                                                 
23 Malaysia, Philippines, Indonesia, Vietnam, India, Thailand 
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controlling shareholders and minority shareholders. Some regulation has been showing 

strong results such as implementation of financial disclosure and transparency while some 

regulations still need further investigations and development.  

 

Section 3: Literature review and development of 
hypotheses 

This section provides the underlying framework used in the analysis. The first part will 

discuss agency theory to provide fundamental understanding of potential agency problems 

when firms adopt certain ownership structures and certain type of owners. The second part 

of the section entails discussions of some corporate governance mechanisms adopted by 

firms and its related empirical evidence.  

 

3.1 Agency problems in open corporations 

The agency problem starts from contract incompleteness. A firm is a nexus of contract 

(Jensen and Meckling, 1976). However, a contract is typically incomplete due to the difficulty 

of monitoring and reinforcing every possible clause and action in the contract (e.g. bounded 

rationality). Therefore, there is a need to control and allocate rights to make decisions within 

a firm. Generally, an ownership of the firm’s assets is associated with a control right. The 

problem is that ownership and control is typically separated because large firms need 

financing from external financiers (owners). Consequently, residual control rights are 

allocated to managers of firms. Because the allocation is based on an incomplete contract, 

managers are then left with opportunities to realise “private benefits of control” at the 

owners’ expense. The interests of managers and owners will not be fully aligned as long as 

managers do not bear full costs of own actions. It is important to note that the agency 

problem is a framework with an underlying assumption that both managers and owners are 

rational. They will do anything to maximise their own utilities. Examples of agency problems 

are investments in non-positive NPV projects (moral hazard conflict), overpaying for 

acquisitions, rejecting reasonable acquisition proposals, transfer pricing24, and installing 

family members in managerial positions (La Porta et al., 2000).  

 
Agency cost is a total sum of monitoring costs, bonding costs and residual losses (Jensen and 

Meckling, 1976). The monitoring cost is an expense incurred by owners to monitor and 

control agents’ actions. The bonding cost is an expense incurred by managers to adhere to 

monitoring systems set up by the owners. Lastly, the residual loss incurs when there is a 

discrepancy between bonding costs and monitoring costs.   

                                                 
24 Transfer pricing here refers to a manager that sells a product from a firm that he/she controls at below-market value to another company 
that he/she also controls 
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When investors know that agency costs exist, their willingness to invest reduces 

correspondingly. Therefore, firms need to adopt mechanisms to protect investors. According 

to Tirole (2001), firms can ensure investors by giving incentives to managers to perform 

and/or by monitoring managers’ actions. Monitoring mechanisms will be discussed in depth 

later in this section.  

 

3.2 Legal institution 

Legal protection is a mechanism that makes expropriation technology less efficient (La Porta 

et al., 2000). There are two elements to assess the quality of law: a quality of legal rule and a 

quality of a judicial enforcement. A quality of legal rules means that there is a difference 

between a common law and a civil law. La Porta et al. (1998) find that countries with 

common laws protect investors better than countries with civil law, particularly a French civil 

law. In addition, a strong enforcement can be a substitute for weak rules (La Porta et al., 

1998). They find that the enforcement level is higher in wealthy countries such as 

Scandinavian countries and Germany.  

 
Furthermore, La Porta et al. (2000) find that countries with poor investor protections lead to 

more concentrated ownership structures. Additionally, La Porta et al. (2000) propose that a 

legal approach affects investor protections and in turn encourage the development of capital 

markets. Hence, high investor protection has a positive impact on the development of the 

economy (La Porta et al., 2000).  

 

3.3 Agency costs and ownership structure 

Berle and Means (1932) started the most classical view on the agency problem by claiming 

that most modern corporations are owned by many small investors (dispersed ownership). 

The structure implies that each shareholder’s ownership is so small that he does not possess 

sufficient control rights to have an adequate influence over the firm. Hence, he needs to 

allocate control rights to managers. In this case, a separation of ownership and control 

between managers and owners discussed earlier is applied. Shareholders bear a type I agency 

cost. This type of agency cost is prevalent in the US and the UK.  

However, many countries in the world have concentrated ownership structures with 

dominant shareholder25. Main types of owners are families, institutions, governments and 

states. A large shareholder possesses sufficient ownership hence control right to exert an 

                                                 
25 A dominant shareholder is defined as a shareholder with a substantial influence over the firm according to legal definition and 
practice in each country. For example, dominant shareholder in Thailand is as classified a shareholder whose ownership exceeds 
25%. 
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influence over the firm. Large owners are motivated to monitor the firm and therefore 

mitigating the divergence between ownership and control.  

 
On the other hand, a large shareholder has sufficient rights and power to dictate managers to 

do as desired in order to realise “private benefits”. Discrepancies between large owners and 

small owners arise. Therefore, the agency costs are incurred by minority shareholders instead 

of large shareholders. The cost is referred to as a “Type II agency problem”.  

 

3.4 Private benefits of control 

The agency theory suggests that the parties in control have control rights to make decisions 

that allow them to enjoy private benefits in order to maximise their utility. The private 

benefits of control are defined as a “psychic” value obtained exclusively by the controlling 

party (Dyck and Zingales, 2004). This can either be obtained by managers in the Type I 

agency problem or by large shareholders in the case of Type II agency problem. However, 

private benefits do not necessarily come at the cost of minority shareholders (Edmans, 2013). 

La Porta et al. (2000) claim that private benefits of control are high in countries with low 

investor protection. Similarly, Dyck and Zingales (2004) find that private benefits of control 

are higher in countries where legal environments are less developed and investor protections 

are weak. Therefore, large owners are more incentivised to stay in control in countries where 

the legal institution is weak.  

 

3.5 The effect of dominant owners 

There are costs and benefits associated with having a dominant owner. Jensen and Meckling 

(1976) state that large shareholders have invested substantial stakes of their wealth into the 

firms. Therefore, they are incentivised to monitor managers. Hence, conflicts of interests 

between shareholders and managers are reduced. This effect is referred to as an “incentive 

effect”. On the contrary, Shleifer and Vishny (1997) propose that “large shareholders 

represent their own interest which might not necessarily coincide with other shareholders in 

the firms”. This effect is referred to as an “entrenchment effect”.  

 
Holderness and Sheehan (1998) support the incentive effect argument by illustrating that 

dominant shareholders typically involve in a managerial position by monitoring and leading 

management. Morck et al. (1987) find a piecewise relationship between a managerial 

ownership and firm performance. They find that managerial ownership is positively 

correlated to firm performance when the ownership is low (at 0% to 5% level) and very high 

(above 25%). Claessens et al. (2002) find that large owners have positive impact on firm 
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performance based on a market-to-book ratio26. Wiwattanakantang (2000) finds a positive 

relationship between large shareholders and ROA.  Minguez-Vera and Martin-Ugedo (2007) 

find a positive relationship between Tobin’s Q and a large shareholder who is an individual. 

Fahlenbrach and Stulz (2009) find that an increase in managerial ownership associates with 

an increase in Tobin’s Q. Overall, the empirical evidence indicates that a large shareholder is 

motivated to perform well and less motivated to expropriate because his wealth is directly 

linked to firm performance.  

 
On the contrary, large shareholders possess adequate control to extract private benefits. 

Thomsen et. al (2006) find the evidence that private benefits extraction is more severe in 

countries where investor protection is low thereby leading to a negative relationship between 

large shareholders and firm performance. Morck et al. (1987) find that managerial ownership 

from 5% to 25% is negatively associated with firm performance suggesting an entrenchment 

effect.  

 
However, an extraction of private benefits by large shareholders is not the only cost to 

minority shareholders associated with having large shareholders. Large shareholders can be 

costly because they have power to intervene with managements’ decisions and strategic 

directions of firms (Edmans, 2013). Cronqvist and Fahlenbrach (2009) find that different 

block holders favour different corporate policies and thereby resulting in different levels of 

corporate performances. Similarly, Faccio et al. (2011) find that large shareholders tend to 

invest in more conservative projects because they are not well diversified. They can also affect 

takeover activity by using their large voting powers to vote against value-increasing takeovers 

(Holderness, 2003). Lastly, block holders can also determine compositions of the board 

which can ultimately affect firm performance (Sur et al., 2013).  

 
Although a large shareholder presents costs and benefits and thereby affects firm 

performance, Demsetz (1983) contends that ownership structure is endogenously determined 

by a firm’s maximising process. The determinants are firm size, control potential, amenity 

potential and regulations (Demsetz and Lehn, 1985).  

 
In summary, there is still no conclusive evidence whether large shareholders are beneficial to 

minority shareholders or not.  

 
Hypothesis 1a: A large owner defined by cash flow ownership has positive impact on firm 

performance.  

                                                 
26 The ratio is calculated by using a market value of equity divided by a book value of equity. 
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Hypothesis 1b: A dominant owner who exerts a significant cash flow right over 25% has a 

positive impact on firm performance.  

 

3.5.1 Role of family owners 

Family owners are typically referred to as families whose ownerships exert significant 

influence over the firms. It is crucial to analyse both family ownership defined by cash flow 

rights and a family control27 when looking at family owners. 

 
Family owners are important because they can serve as a solution against expropriation in 

countries with weak investors’ protections (Bertrand and Schoar, 2008). Another important 

characteristic of family owners is their long-term management which put emphasis on long-

term value. In addition, they also possess firm-specific knowledge that they have 

accumulated over generations. Lastly, family founders and members tend to have political 

connections. This trait is particularly valuable in countries where legal environment is weak.   

 
Anderson and Reeb (2003) find evidence from S&P 500 firms that family firms perform 

significantly better than non-family firms based on both market performance measures 

(Tobin’s Q) and accounting performance measures (ROA). Interestingly, they also find that 

family ownership is positively related to firm performance when the ownership is less than 

60% using ROA and 31% using Tobin’s Q. Villalonga and Amit (2006) find that family firms 

outperform non-family firms only when founders are still active in managing the firms either 

as CEOs or in the board Chairman positions. The value of family firms is greatest when they 

adopt no control enhancing mechanisms. Maury (2006) finds evidence in European firms 

suggesting that family ownership positively contributed to firm performance. Similarly, King 

and Santor (2008) find that family owners are beneficial based on ROA. Andres (2008) find 

a positive relationship between family owners and firm performance in German firms. He 

claims that family owners are superior performers only when founders are in management. 

The findings imply that family founders act as stewards for firms and have personal 

relationships with the firms.  

 
On the contrary, there are high degrees of nepotisms and emotions associated with family 

owners. This can be illustrated by the succession planning where descendants can inherit the 

position without necessarily being the most competent to take on the task. There can also be 

conflicts between family members resulting in negative consequences on firm performance 

(Bennedsen et al., 2007). Moreover, family owners generally have family members within the 

management team and thereby reducing marginal cost of expropriation. Fama and Jensen 

                                                 
27 Family control means the family owner’s cashflow right is higher than 25%.  
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(1983) propose that the combination of ownership and control allows the party in control to 

extract private rents. Bertrand et al. (2008) find that sons in the second generation in private 

companies in Thailand extract higher private benefits when the founders are gone. Lastly, a 

family may be reluctant to give up control in order to make sure they can extract private 

benefits (Cronqvist and Nilsson, 2003). Cronqvist and Nilsson (2003) find that family firms 

are associated with low firm performance based on Tobin’s Q, a high likelihood of bankruptcy 

and sub-optimal investment decisions.  

 
Similar to large owners, family owners can also influence firms’ strategic decisions. Anderson 

et al. (2012) find that family owners prefer to invest in low-risk investments and tangible 

assets over intangible assets. On the other hand, Lien et al. (2005) find that family-controlled 

firms in Taiwan are more likely to invest abroad (FDI) where they have developed networks. 

 
Hypothesis 2a: A cash flow right of family owners is positively related to firm performance. 

Hypothesis 2b: A presence of family owners via significant ownership28 and managerial 

positions positively impact firm performance.  

 

3.5.2 Role of multiple block holders 

According to the agency theory, a block holder has both incentive and entrenchment effect. 

Therefore, large shareholders can cross-monitor each other. Maury and Pajuste (2005) find 

that the contestability power of other large shareholders increases firm performance 

particularly in family-controlled firms. 

 
Bennedsen and Wolfenzen (2000) propose that several large shareholders can form 

coalitions leading to higher cash flow rights. In this case, higher cash flow rights imply higher 

costs of action and consequently reducing incentives to divert resources. Volpin (2002) finds 

that the “voting syndicate”29 in Italy, where minority shareholders form a coalition, is 

positively correlated to Tobin’s Q. Lins (2003) finds that Tobin’s Q increases when non-

management shareholders form coalitions in companies in emerging market countries. 

However, Lins (2003) suggests that the positive effect from the coalition of multiple large 

shareholders decreases in countries with strong investor protections.  

 
On the other hand, several large shareholders can also collude to divert resources together 

and thereby hurting minority shareholders that are not part of the coalition. Maury and 

Pajuste (2005) find that there is less likelihood of collusion to extract private benefits when 

large shareholders are of different types (e.g family owner and institution). Similarly, Laeven 

                                                 
28 A significant ownership is defined as a cash flow right that exceeds 25%. See more of the definition in the methodology section 
29 When a group of minority shareholders make a contract to form a coalition to control the company 
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and Levine (2008) also find evidence in Western European firms that large shareholders are 

less likely to collude when they are of different types. 

 

Hypothesis 3a: The second largest shareholder plays a positive role in monitoring and 

thereby increasing firm performance.  

Hypothesis 3b: The coalition that exerts a significant control over the firm increases firm 

performance. 

 

3.6 Agency costs and the need for corporate governance 

“Corporate governance deals with the power and influence over decision- making within 

corporation” – Aguilera and Jackson, 2010 

 

Because investors know that agency costs exist, firms need to have certain mechanisms in 

place to protect investors. Corporate governance is such a mechanism. It can be rules and 

regulations that protect shareholders, ownership structures and voting power, incentive 

contracts, board of directors and auditors. Other mechanisms such as debt, market for 

corporate control, reputation concerns and social norms can also be exploited to discipline 

management. Nonetheless, this thesis mainly concentrates on ownership structure and board 

of directors.  

 
Corporate governance is different across the world. There is no one universal model that fits 

every firm in every country. The effectiveness depends on characteristics of firms (e.g firm 

size, firm growth) and countries (cultural factors).  

 

3.6.1 Characteristics of Board of Directors (BoD) 

Fama and Jensen (1983) propose that the separation between decision management and 

decision control is crucial to mitigate the agency costs caused by the separation of managers 

and shareholders. Board of directors is a function to ratify management’s decisions in large 

corporations. “Board of directors have a power to hire, fire, set executive compensation level 

for management and monitor their decisions.”(Fama and Jensen, 1983). Besides the 

monitoring function, board of directors also has a supervisory function (Raheja, 2005). 

Filatochev et al. (2006) propose that another important function of the board is to provide an 

access to resources (e.g. network).  
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3.6.1.1 Board independence 

There are three theories associated with independent directors: the entrenchment theory, the 

optimisation theory and the window-dressing theory (Duchin et al., 2010).  

 
The entrenchment theory posits that outside directors are crucial for a monitoring function 

of the board. Raheja (2005) postulates that firms with higher private benefits to insiders 

should have higher ratios of outsiders to monitor.  Anderson and Reeb (2004) find that 

independent directors are particularly valuable in family firms in the US because they help 

mitigating the agency problem II and thereby protecting minority shareholders. Similarly, 

Nguyen and Nielsen (2010) find the evidence from an event-study that sudden deaths of 

independent directors in the US reduce firm values. The interpretation is that independent 

directors increase firm performance. Lastly, Knyazeva et al. (2013) use the supply of local 

prospect directors as an exogenous variable to perform 2SLS regression and examine the 

relationship between independent directors and firm performance. They find that there is a 

positive relationship between board independence and firm profitability, performance and 

market value.  However, Agrawal and Knoeber (1996) find negative relationship between 

independent directors and Tobin’s Q. They deduct from this finding that it may be a 

consequence of outside directors being added to the board for political reasons. Bhagat and 

Bolton (2008) find that board independence has a negative relationship with firm 

performance. Their interpretation of this finding is that firms’ adoption of independent 

directors to improve performance may be erroneous. Instead, firms should adopt 

independent directors to discipline management.  

 
The optimisation theory postulates that outside directors do not possess firm-specific 

information and therefore cannot make effective decisions. On the contrary, insiders possess 

firm-specific information necessary to direct firms’ strategic decisions but they lack 

objectivity and independence from the CEOs. There is a trade-off between a monitoring 

function and a supervisory function. The effectiveness of the board function depends largely 

on the information environment (Duchin et al., 2010). A board dominated by outside 

directors may not be appropriate for all type of firms. In addition, Adams et al. (2010) 

propose that too many independent directors can reduce the CEO’s willingness to share 

information. Raheja (2005) posits that there should be more insiders on the board when 

verification cost is high (e.g. R&D intensive firms, high tech firms). Linck et al. (2008) find 

that when a director has high percentage of ownership, there will be less independent 

directors in the board in small to medium firms. Coles et al. (2008) find that outsiders add 

value in complex firms because they bring in expertise. They also find weak evidence that 
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outsiders are less important in R&D intensive firms. Duchin et al. (2010) find that outside 

directors add value when costs of acquiring information are low.  

 
Lastly, the window-dressing theory argues that it is also possible that outside directors are 

employed simply to comply with regulations. Romano (2005; cited in Duchin et al., 2010) 

proposes that independent directors are not necessarily truly independent and therefore 

cannot mitigate agency costs and consequently they are not affecting firm performance. 

Ferris and Yan (2007) find no evidence that independent directors increase monitoring and 

thereby no ability to reduce fund scandals. Yammeesri and Herath (2010) find that there is 

no correlation between independent directors and firm performance. Connelly et al. (2012) 

do not detect any relationship between independent directors and firm performance in 

Thailand. Jameson et al. (2014) find the evidence in India that independent directors do not 

add value to firms.  

 
There are also other theories and evidence related to board of directors. Filatochev et al. 

(2006) suggest that board of directors should have three functions including monitoring, 

advising and an access to resources (e.g. network relationship) at all times. However, the 

importance of each function varies in accordance with firm growth stage (see Figure 3). 

 
Figure 3: Illustration of the firm's life cycle corporate governance proposed by Filatochev et al. (2006) 

 
Source: Filatochev et al. (2006) p. 259 

 

Hermalin and Weisbach (2003) postulate that numbers of independent directors on the 

board is a function of negotiation power between the CEO and the board based on the CEO’s 

performance (See Figure 4) 
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Figure 4: Illustration for Hermalin and Weisbach model 

 

Source: Hermalin and Weisbach (2003) 

 

Hypothesis 4: Board independence increases firm performance.  

 

3.6.1.2 Size of the board 

The size of the board is important for the effectiveness of the board function. There is a trade-

off between monitoring and supervising. There are two conflicting views regarding the board 

size. Lipton and Lorsch (1992)30 argue that a large board is ineffective because too many 

people can hinder decision-making process. On the other hand, Coles et al. (2008) propose 

that board size is related to complexity and characteristics of firms. Linck et al. (2008) find 

that board size is positively related to firm size. 

  
A smaller board is more active in monitoring. Yermack (1996) finds that there is an inverse 

relationship between board size and Tobin’s Q. He also finds that companies with smaller 

board size perform more favourably based on financial ratios, CEO turnover and 

compensation. Guercio et al. (2003) show that closed-end funds perform better when having 

smaller boards. Andres and Lopez (2005) find an inverse relationship between board size 

and firm performance in OECD countries.  

 
Raheja (2005) proposes, like Coles et al. (2008), that board size is a function of firms’ 

characteristics. The optimal board is larger when the level of private benefits is high to 

insiders. Moreover, a larger board is optimal when firms operate in different sectors (e.g. 

conglomerates). Lastly, board size is smaller when incentives between shareholders and 

outsiders are aligned. Linck et al. (2008) hypothesise that firms determine board size based 

on costs and benefits of monitoring and advising. Similarly, Coles et al. (2008) find that there 

is a positive correlation between board size and complexity of firms measured by firm size, 

leverage level and diversification level. Similar, Upadhay and Sriram (2011) find that board 

size depends on firms’ characteristics.  

                                                 
30 Cited in Yermack (1996) 
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Hypothesis 5: The size of board has no significant impact on firm performance.   

 

3.6.2 Role of family CEOs 

Family CEOs can potentially outperform non-family CEOs because of firm-specific 

knowledge, political connections, and emotional attachment to firms. It is also another way 

to mitigate agency problem I (Jensen and Meckling, 1976). On the contrary, family CEOs may 

not be the best for the job compared to professional CEOs, because they inherit their titles 

from small pools of candidates. 

 
Anderson and Reeb (2003) find that companies where family members serve as CEOs have 

superior performance compared to firms with non-family CEOs. Villalonga and Amit (2006) 

claim that founder’s skills become particularly valuable when the founder is in a management 

position such as CEO or Chairman. They find evidence that founder CEOs outperform other 

type of CEOs. Similarly, Andres (2008) find the evidence in German firms that founder CEOs 

outperform descendant CEOs.  

 
On the other hand, Shleifer and Vishny (1997) posit that the greatest cost that managers can 

impose on firms is staying in the position without being capable. Villalonga and Amit (2006) 

find that descendant CEOs in the second generations lead to poorer firm performances in the 

US. Similarly, Bennedsen et al. (2007) presented evidence that non-family CEOs outperform 

family CEOs in Denmark using the instrumental variable “gender of the first-born child”. 

Because they did not find any evidence of tunnelling of resources, they speculate that family 

CEOs underperform because they are elected from a small and limited pool of talents.  

 
Hypothesis 6: A family CEO has a positive impact on firm performance.  

 

3.6.3 Chairman of the board (CoB) 

The duties as Chairman of the board include determining board composition, defining the 

board meeting agenda, taking a lead in hiring and firing the CEO, ensuring that board 

members have necessary information to make decisions, acting as a mentor for the CEO and 

responsibility for the CEO’s performance (Owen and Kirchmaier, 2008). Therefore, the 

important question is who should serve as Chairman of board: an independent person, the 

current CEO or a major shareholder. Similar to the choice of the board composition, there is 

a trade-off between choosing a monitoring or a supervising Chairman. Lastly, the choice of 

leadership structure is also closely related to the board composition (Coles and Hesterly, 

2000).  
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According to Dey et al. (2011), there are two theories associated with the leadership 

structure: the entrenchment theory and the efficiency theory.  

 
The entrenchment theory arises from the separation theory proposed by Fama and Jensen 

(1983). Fama and Jensen (1983) argue that a decision-controller (the board) and a decision-

manager (management) should be separated in order to provide an effective monitoring 

system. Combining the two functions will decrease independence of the board and thereby 

reducing monitoring efficiency.  

 
The efficiency theory arises from Brickley et al. (1997). They propose that there are costs and 

benefits associated with separating the CEO and the Chairman of board position. A benefit of 

separating the position is an increase in monitoring effectiveness of the decision-controller. 

Costs include agency costs, information costs and costs of succession process. Although 

separating the CEO and the Chairman can limit the CEO’s opportunistic behaviours, it allows 

an independent Chairman to have a strong power to extract private benefits (agency cost). 

Moreover, an independent Chairman does not possess information about the firm and 

therefore cannot make effective strategic decisions for the firm (information cost).  

 

Brickley et al. (1997) did not find any evidence suggesting that separating the CEO and the 

Chairman position is inefficient. Instead, firms choose leadership structures that are suitable 

for their characteristics and environment. Moreover, they further postulate that having an 

independent Chairman is not popular among large US firms. Instead, the Chairman should 

be the one with detailed knowledge about the firm and a large ownership stake. Dey et al. 

(2011) illustrate that firms need to carefully evaluate costs and benefits in order to justify 

whether a CEO duality structure is suitable for them. The evidence show that investors react 

negatively on firms that switch to a separate structure when their economic and firm 

characteristics suggest otherwise. Yang and Zhao (2014) find that firms with a CEO duality 

structure outperform firms with non-duality in the US when competition is fierce due to 

increased benefits of information that outweighs benefits of monitoring.  

 

On the contrary, Coles and Hesterly (2000) find that separating the CEO and the Chairman 

where the Chairman is independent generates significant positive returns on poison pills31. 

However, independent directors become more important when the Chairman is not 

independent. The finding by Coles and Hesterly (2000) seems to suggest that there is trade-

off between information and monitoring. Bhagat and Bolton (2008) also find that separation 

of CEO and Chairman increases firm performance.  

                                                 
31 A “Poison pill” is used to prevent or discourage hostile takeovers, by making the company look less attractive to the acquiring firm (for 
example by having permissions for existing shareholders to buy additional shares at a discount and right of first refusal clauses etc.) 
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Hypothesis 7: A CEO duality structure does not deteriorate firm performance. 

 
There is no one-size-fit-all for a leadership structure. It depends on firm’s characteristics and 

economic determinants.  

 

Hypothesis 8: An independent Chairman negatively affects firm performance. 

 

Hypothesis 9: A Chairman who is a major shareholder positively impacts firm 

performance.  

 
When a Chairman is a residual claimant of the firm, incentives are aligned with other 

shareholders and therefore increasing incentives to monitor. Moreover, a major shareholder 

may also be a founder who possesses firm-specific knowledge about the company. Therefore, 

a monitoring role and an advising role of the Chairman is not compromised leading to 

positive effects for the firm.
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Section 4: Methodology                                                                                                                                                                                                                                       

This section provides the methodology used to examine the relationship between corporate 

governance mechanisms, ownership structure and firm performance. The hypothesis is 

stated in equation 4.1. 

 
Equation 4.1 Firm performance = f (ownership structure, board characteristics, 

leadership structure, CEO characteristics, firm characteristics) 

  
Ordinary Least Squared (OLS) regression method is employed in this study to investigate 

how corporate governance mechanisms impact firm performance in Thailand. Tobin’s Q and 

ROA are used as proxies for firm performances. Explanatory variables are ownership 

structure, board characteristics, CEO characteristics related variables. Control variables are 

firm characteristics related variables.  

 

Because this study uses a cross-sectional method to examine the relationship between firm 

performance and corporate governance structure, the model may suffer from an endogeneity 

problem, omitted variable bias and an unobserved heterogeneity problem (as illustrated 

previously in Figure 1).  

 

A general problem in corporate governance research is the endogeneity problem. 

Endogeneity refers to an ownership endogeneity (Demsetz and Lehn, 1985), a board 

composition endogeneity (Hermalin and Weisbach, 2003) and potentially a leadership 

structure endogeneity (Adams et al., 2009). Demsetz and Lehn (1985) argue that ownership 

structure is an endogenous outcome of a value-maximisation process. They propose that firm 

size, control potential, regulation and amenity potential are determinants of ownership 

structure. Hermalin and Weisbach (2003) argue that a composition of the board is an 

endogeneity outcome of firm performance. The number of independent directors on the 

board is a function of negotiation and performance between the CEO and the board (see 

Figure 4 and Figure 5). Lastly, Adams et al. (2009) find that a founder-CEO is an endogeneity 

outcome of past firm performance.  
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Figure 5: The joint-endogeneity problem for a cross-sectional research for board of directors 

 
Source: Hermalin and Weisbach, 200332 

 

The endogeneity problem can be mitigated by using an instrumental variable (IV), a 2-Stage 

Least-Square (2SLS), a 3-Stage Least-Square (3SLS) or using lagged values (Hermalin and 

Weisbach, 2003) . However, the first two methods are fairly challenging to employ in practice 

due to difficulty in finding suitable variables. Another solution to the problem is to use  panel 

data in which cross-sectional data is collected for different points in time. This method allows 

the researcher to apply a year-fixed effect to alleviate any endogeneity problem. By including 

a year-fixed effect, the regression is controlled for omitted variable bias as suggested by 

Hausman and Taylor (1981; cited in Yermack 1996) and an endogeneity problem (Linck et 

al., 2008). Therefore, corporate governance data have been collected for two years with five 

years apart in this thesis study (Year 2009 and year 2014). Data for all 5 years have not been 

collected because corporate governance variables such as ownership and board structure 

generally do not experience significant changes over a single year (Morck et al., 1987). A year-

fixed effect is applied for this panel data by using a dummy variable that equals to zero for 

year 2009 and equals to 1 for year 2014. The latest year is 2014 because annual reports for 

2015 were not yet published during the time of the data collection (in February, 2016). All 

Thai companies have their fiscal year-end as of December 31, therefore, annual reports are 

generally published in March to May. 

 

There are 88 firms in the sample set (financial firms and firms under rehabilitation have 

been excluded from this study), hence, 176 samples in total in the panel data. The firms have 

been randomly collected among companies listed on Stock Exchange of Thailand (SET) and 

Market for Alternative Investments (MAI)33. Therefore, an industry-fixed effect will not be 

included in this method. A firm-fixed effect will not be included either because there are not 

enough years (2 years) in the sample. All data used in the regression analysis are winsorised 

                                                 
32 Source: Hermalin and Weisbach (2003) 
33 MAI is also a market for listed companies in Thailand. However, companies listed in MAI normally have smaller market capitalisation. 
MAI also has lower listing criteria than SET (Kouwenberg, 2006).  

Firm performanceBoard characteristics

Board actions

Equation 1

Equation 4
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at 5% and 95% to remove extreme outliers. Financial related data are collected from 

Compustat Global. All financials used are consolidated figures. This data could pose a 

problem because companies can treat partially owned subsidiaries as full subsidiaries and 

thereby overstating accounting values. Also, the small sample size could potentially be a 

weakness of the study. However, Table 4 shows that the samples are good representatives of 

the universal data.  

 

Table 4: Comparison between the samples in this study and the universal data 

 
Universal data My samples 

 
Mean Std. Min. Max. N Mean Std. Min. Max n. 

Total assets 
(THB) 

35,462.
8 

196,286.16 0 2,759,890.14 3,728 45,260.7 166,856.71 57.682 1,779,179.2 176 

Leverage (%) 14.57% 43.84% 0 118% 3,725 11.79% 12.89% 0 54.77% 176 
ROA (%) 5.55% 86.52% 2.44% 51.10% 3,725 6.6% 7.78% -22% 29.70% 176 

Source: Palitwanon (2016) 
Note: The universal data (all listed companies in Thailand excluding financial firms and firms under rehabilitation) is collected 

from Compustat Global. Sample period is 2009 and 2014 to be consistent with the sample used in this paper.  

 

4.1 Performance variables 

Both a market performance measure and an accounting performance measure are used. Any 

expropriation of assets may be reflected in an accounting performance measure while some 

other agency costs are reflected in a market performance measure. (Wiwattanakantang, 

2001). 

 

4.1.1 Tobin’s Q  

Tobin’s Q is used as a proxy for the market performance of firms because it is a widely used 

and recognised measure in corporate governance research. Hence, this makes it easy to 

compare results.  

 
Equation 4.2: (Market value of equity + Book value of debt) / Book value of total assets 

 
It is a measurement of the market value of total assets over the replacement cost of total 

assets (Cronqvist and Nilsson, 2003). It is difficult to obtain replacement costs of total assets 

for all firms in Thailand; therefore, book value of total assets is used for simplicity. The 

market value of total assets is calculated by using market value of equity and book value of 

debt (under the assumption that market value of debt is equal to the book value because most 

debt is non-traded bank debt). The market value of equity is calculated by using shares 

outstanding as of 31st December multiplied with the closing share price as of December 31st. 

The calculation of the Tobin’s Q does not get complicated by a dual-share class structure 

because of the one-share-one-vote law in Thailand.  
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Tobin’s Q measures contributions of unrecorded intangible assets and market hype to market 

value of firms (Cronqvist and Nilsson, 2003). Because agents’ decisions can affect allocation 

of intangible assets, Tobin’s Q is an appropriate proxy for firm performance.  However, one of 

the disadvantages of Tobin’s Q is that it does not necessarily capture value added by 

management. It can also be affected by an overall market environment, investors’ psychology 

and external factors.  

 

4.1.2 Return on Assets (ROA) 

According to Cronqvist and Nilsson (2003), ROA is a performance measure for operating 

performance. It is a good proxy to reflect the accounting performance to which management 

has contributed. It reflects how productive and efficient managers have been during the last 

accounting year.  

 
According to Demsetz and Villalonga (2001), ROA is a good measure of firm performance 

because it is not constrained by investors’ psychology or an estimation of future growth. 

However, it is a backward-looking measure and it is also affected by accounting practices. In 

this study, ROA is calculated by using net income over total assets. This calculation may 

results in lower ROAs than derived in other research. Hence, another ROA (denoted as 

ROAa) calculated by using EBIT over total assets is included for reference in the appendix as 

an alternative performance measure. (See Table 55 to Table 57 in appendix). 

 

4.2 Ownership variables 

The variables are: ownership percentage of the largest shareholder, presence of dominant 

shareholders_dummy, percentage family ownership and family presence_dummy. 

 

Ownership variables are calculated and defined based on cash flow rights34. After the 

financial crisis in 1997, control-enhancing mechanisms such as holding companies and 

nominees were implemented in many Thai firms by controlling groups in order for them to 

maintain control. This poses a problem for tracking the ultimate owners of firms. The 

ultimate ownership cannot be tracked by free and available online databases. Therefore, in 

this study ownership stakes are collected based on information published in annual reports 

                                                 
34 Faccio and Lang (2002) define a cash flow right as a measurement of corporate ownership. If the firm implements no pyramid 
structure, cross-shareholding structure, or dual-share class structure, a cash flow right and a voting-right is equal. When a firm 
implements a control-enhancing mechanism, the cash flow right will be less than a voting-right. A voting-right shows the control 
the owner has.  For example, firm X is ultimately controlled by the family A. Family A owns 30% of firm Y. Firm Y owns 20% of 
firm X. And family A also owns 20% of firm X directly. Therefore, the cash flow right of the family A equals to (30% x 20%) 
+20% = 26%. On the contrary, the voting right is measured by the weakest link in the control chain. In this case, a voting-right is 
equal to min(20%,30%)+20% = 40%. An imbalance of cash flow right and voting-right may incentivise the ultimate owner to 
expropriate  
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for a systematic and consistent dataset. All ownership variables are obtained from the “Top 

10 major shareholders section” disclosed in annual reports.  

 

The ownership percentage of the largest block holder is calculated based on the cash flow 

right method described by Faccio and Lang (2002). The largest block holder should possess 

at least 25% in order to be classified as a dominant owner. This is a consistent criterion with 

Cronqvist and Nilsson (2003) and Wiwattanakantang (2001). Any individual, holding 

company or group of individuals which possesses cash flow rights of more than 25% is 

considered to be a dominant owner. The presence of a dominant owner is a dummy variable. 

If the block holder owns less than 25% of the cash flow rights in the firm, the dummy variable 

is equal to zero and otherwise one. The criteria is consistent with the definition imposed by 

the SET and the PLCA that a shareholder with a minimum ownership of 25% has sufficient 

voting power to significantly influence the firm by nullifying any corporate decisions, 

requesting an inspection of a business and the financial and a board conduct, and the right to 

call an extraordinary meeting and obtain dissolution of the company (Wiwattanakantang, 

2001). The reason for using both a percentage of ownership and the dominant owner dummy 

variable is that it will enable the differentiation between an alignment effect (from increasing 

the cash flow right of the largest shareholder) and an entrenchment effect. 

 

Similar to the definition of the dominant owner dummy, the presence of a family firm also 

uses the 25% minimum ownership criteria. Moreover, this criterion corresponds with the 

family firm criteria set by Andres (2008). A firm is considered to have family presence when 

a family has a cash flow right of at least 25% in the firm and family members are in top 

management positions. A dummy variable for family presence is equal to one when the firm 

fulfils the criteria and otherwise zero. When measuring the percentage for the family 

ownership variable, the largest owner needs to be a family group or an individual. However, 

family members do not necessarily need to be active in management. There is no minimum 

threshold percentage for the family ownership variable. Similar to the percentage ownership 

of the largest shareholder variable, this method will allow differentiation of the effect of 

family ownership and family control as suggested by Villalonga and Amit (2006). The 

weakness of a strict criteria imposed is the inability to accurately capture the effect of a family 

control because some companies implement pyramid structures or use nominees to disguise 

the actual family ownership percentage. 

 

Determining the largest owner’s cash flow rights is fairly straightforward for non-family firms 

(e.g. when large owners are financial institutions or mutual funds). However, this is also rare 

in Thailand because the largest owners are typically family owners. Ownership determination 
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and measurement can get unsystematic when the largest shareholder is a family. This is 

because of aforementioned control-enhancing mechanisms. There are 3 types of family 

owners in the sample:  

1) A family that lists individual names in the top 10 major shareholders section in the annual 

report. This type of family is the easiest type to calculate cash flow rights for all individuals 

with the same surname are counted as one family group. Although this may not be entirely 

accurate because of e.g. relationship by marriage, this method can provide a close 

estimation. Maury and Pajuste (2005) also use this method in their calculation. When 

there are more than one family (classified by surnames) in the “Top 10 major 

shareholders” section, cash flow rights are calculated for each family. The family with the 

largest cash flow right is considered to be the largest shareholder. This method is applied 

consistently in other cases (See Table 5 and Table 6 for illustrations). 

 
Table 5: Illustration of a company (Land and House) where one individual name (the largest blockholder) is 

listed in the top 10 shareholder section 

Rank Individual/Juristic person % ownership 

1 Mr. Anant Asavabhokhin 24.43% 
2 Thai NVDR Co., Ltd. 20.15% 
3 GIC Private Limited - C. 16.55% 
4 Chase Nominees Limited 5.95% 
5 Mayland Co., Ltd 5.78% 
6 Social Security Office  2.61% 
7 State Street Bank and Trust Company 1.81% 
8 The Bank of New York Mellon 1.25% 
9 Miss Piangjai Harnpanij 1.15% 

10 Krungsri Dividend Stock LTF Fund 1.09% 

  Total 80.77% 

Source: Land and House annual report 2014 (Land and House market capitalisation: THB 115,435 Million35)  
Note: The largest shareholder is Mr. Anant Asavabhokhin. Therefore, the percentage ownership of the largest owner is 
24.43%. A dummy variable for the presence of a dominant owner equals to zero because it does not pass the 25% 
ownership criteria. Similarly, the dummy variable for family presence equals to zero. However, it is a family business 
founded by Mr. Anant Asavabhokhin (the current largest shareholder, the Chairman and the CEO). Therefore, the 
percentage of family ownership equals to 24.43%. 

 
Table 6: Illustration of a company (Sub Sri Thai) where several individual names are listed in the top 10 
shareholder section 

Rank Individual/Juristic person % ownership 

1 Mr. Supasith Sukhanindr 20.47% 
2 Mr. Suphachai Sukhanindr 10.53% 
3 Mrs. Intirira Sukhanindr 10.35% 
4 Miss Duangkae Chinthammit 5.95% 
5 Miss Duangdao Chinthammit 5.46% 
6 Mr. Chamroon Chinthammit 4.87% 
7 Mr. Somchai Chinthammit 3.65% 
8 Mrs. Kamalee Patchimsawat 3.08% 
9 Miss Kamolludee Patchimsawat 2.84% 

10 Mrs. Montanat Tamsirichai 2.51% 

  Total 69.71% 

Source: Sub Sri Thai annual report 2014 (Sub Sri Thai’s market capitalisation: THB 4,351 Million36) 
Note: The company is considered to be a family business with the largest family shareholder owning 41.35% 
(combining ownership percentage of individuals with the lastname “Sukhanindr”). The second largest shareholder 
owns 19.93% (combining ownership of individuals with the last name “Chinthammit”). A dummy variable for the 
presence of a dominant owner equals to one. A dummy variable for a family presence is also equal to one. A 
percentage ownership of the largest owner equals to 41.35% which is the same for the percentage of the family 
ownership variable. 

 

                                                 
35 Source: Bloomberg as of 24.08.2016 
36 Source: Bloomberg as of 24.08.2016 



Copenhagen Business School Master thesis Supervisor: Steffen Brenner 

 

 37 

2) A family that lists a holding company as the largest shareholder in the annual report and 

some individuals in the family in the top 10 shareholder section. This is normally a 

company that uses a control-enhancing mechanism such as a pyramid structure and a 

cross-shareholding structure. There are two sub-categories for this type of family. The first 

category is the one that does not disclose shareholders in the holding company. In this 

case, the holding company is considered to be the largest shareholder (see Table 7). The 

second category is the one that do disclose shareholders in the holding company (see 

Table 8). This type is more unusual. In this case, the ownership of the shareholders in the 

holding company is multiplied with the ownership stake of the holding company. After 

obtaining each individual’s cash flow right from the holding company, the individual 

names and surnames are combined together by family (see Table 9). 

 

Table 7: Illustration of a firm (Khon Kaen Industry PCL) where a holding company is listed as the largest 
shareholder  

Rank Individual/Juristic person % ownership 

1 KSL Sugar Holding Company Limited 33.20% 
2 Mr. Chanachai Chutimavoraphand 2.62% 
3 Thai NVDR Company Limited 2.50% 
4 Credid Suisse AG, Singapore Branch 2.27% 
5 Ms. Duangkae Chinthammit 2.26% 
6 Ms. Duangdao Chinthammit 2.26% 
7 Mr. Kamondanai Chinthammit 2.24% 
8 Mr. Somchai Chinthammit 2.18% 
9 Mr. Piriporn Chinthammit 2.10% 

10 Mr. Chamroon Chinthammit 1.99% 

  Total 53.62% 

Source: Khon Kaen Industry PCL annual report 2014 (Khon Kaen Industry PCL’s market capitalisation: THB 16,935 Million37 ) 

Note: In this case, if the company did not disclose shareholders in KSL Sugar Holding, KSL Sugar Holding would be considered 
as the largest shareholder. The presence of the dominant shareholder dummy is equal to one. The presence of a family owner 
dummy is equal to zero because there is no disclosure that KSL Sugar Holding is related to family nor does the holding company 
reveal the presence of a family (e.g Chinthammit or Chutivoraphand). If the company does not disclose the owner of KSL Sugar 
Holding Company Limited, a cash flow right of the largest owner is equal to a voting-right.  

Table 8: Illustration of a disclosure of shareholders in KSL Sugar Holding Company Limited (Major 

shareholder in Khon Kaen Industry PCL) 

Rank Individual/Juristic person % ownership 

1 Ms. Nareerat Chinthammit 12.11% 
2 Ms. Duangdao Chinthammit 7.85% 
3 Ms. Duangkae Chinthammit 7.76% 
4 Mr. Chanachai Chutimavoraphand 6.97% 
5 Mr. Chamroon Chinthammit 5.37% 
6 Mr. Somchai Chinthammit 5.17% 
7 Mr. Saran Chinthammit 4.25% 
8 Mr. Kamondanai Chinthammit 2.91% 
9 Mr. Piripon Chinthammit 2.91% 

10 Ms. Yaovanuth Dejvitak 2.90% 

  Total 58.20% 

Source: Khon Kaen Industry PCL 
Note: KSL Sugar Holding Company Limited which is the largest shareholder in Khon Kaen Industry PCL ( 

Table 7) is considered to have a family presence because many owners in the holding company share the same last name 
(Chinthammit). Therefore, a re-calculation of the individuals’ ownership in Khon Kaen Industry PCL is needed (see new 
calculation in Table 9) 

 

 

                                                 
37 Source: Bloomberg as of 24.08.2016 
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Table 9: New calculation of ownership structure for Khon Kaen Sugar Industry PCL. 

Rank Individual/Juristic person % ownership 

1 Mr. Chanachai Chutimavoraphand 4.93% 
2 Ms. Duangkae Chinthammit 4.84% 
3 Ms. Duangdao Chinthammit 4.87% 
4 Mr. Kamondanai Chinthammit 3.21% 
5 Mr. Somchai Chinthammit 2.19% 
6 Mr. Piriporn Chinthammit 2.11% 
7 Mr. Chamroon Chinthammit 3.77% 
8 Ms. Nareerat Chinthammit 4.02% 
9 Mr. Saran Chinthammit 1.41% 

10 Thai NVDR Company Limited 2.50% 

  Total 33.85% 

Source: Own calculation 

Note: Calculated by multiplying the ownership of each shareholder to KSL Sugar Holding’s ownership percentage and 
then added to direct ownership in Khon Kaen Sugar. For example, the percentage of ownership of Ms. Duangkae 
Chinthammit in Khon Kaen Sugar industry is equal to (7.76% x 33.20%) + 2.26%. In this case, the largest owner is 
family “Chinthammit” who owns 26.42% combined of Khon Kaen Sugar Industry PCL. A family ownership variable 
for this company equals to 26.42%. A dummy variable for a presence of dominant shareholder equals to one. A 
dummy variable for a presence of a family owner is also equal to one. The second largest shareholder is Mr. Chanchai 
Chutimavoraphand who owns 4.93%. A concentration of ownership from 2nd  to 10th shareholder equals to 7.02% 
(Thai NVDR is not included in the calculation because there is no voting right associated with owning Thai NVDR).  

 
3) A family that only lists a holding company with no other family members’ names 

appearing in the annual report. When a family uses the holding company as the largest 

owner, it is usually easy to determine that it is a family holding company because it often 

uses the family’s last name or a well-known family business group’s name38 as the holding 

company name. Sometimes there are more than one family and holding company. The 

holding company with the largest ownership stake is used as the largest shareholder (see 

Table 10). 

 

Table 10: Illustration of a family firm CPALL that lists a holding company as the largest shareholder 

Rank Individual/Juristic person % ownership 

1 C.P. Merchandising Co. Ltd.* 32.68% 
2 Charoen Pokphand Group Co. Ltd.* 7.97% 
3 Thai NVDR Co., Ltd 5.08% 
4 Norbax, Inc.  4.00% 
5 State Street Bank Europe Limited 3.99% 
6 Chase Nominees Limited 3.35% 
7 UNS Agro Chemical Co., LTD 2.00% 
8 State Street Bank and Trust Company 1.84% 
9 AIA Company Limited Di Life 1.82% 

10 The Bank of New York (Nominees) Limited 1.33% 

  Total 64.06% 

*Denotes company in Charoek Pokphand Group holds 40.65%  

Source: CPALL annual report 2014 (CPALL’s market capitalisation: THB 545,723 Million39 ) 
 
Note: In this case, the largest shareholder ownership is equal to 40.65% (32.68% + 7.97%) because it is disclosed 
in the annual report. It is categorised as a family company because family members sit in executive management 
positions. The second largest shareholder is Norbax, Inc which holds 4.00%. NVDR is not considered to be the 
second largest shareholder because Thai NVDR does not possess voting rights.   
 
If the company did not disclose that C.P. Merchandising Co. Ltd. and Charoen Pokphand Group Co. LTD. are 
companies from the same group, C.P Merchandising Co. Ltd. would be considered the largest shareholder and 
Charoen Pokphand Group Co. Ltd. the second largest shareholder. For both cases, a dummy variable for a 
dominant owner equals to one. A dummy variable for a family presence equals to one. The largest owner’s 
ownership variable is equal to the family ownership variable percentage. The percentage ownership of the largest 
owner depends on disclosure (which in this case would be 32.68%).  

 

 

                                                 
38 There are 9 well- known business groups in the sample (see Table 70 in appendix) 
39 Source: Bloomberg as of 24.08.2016 
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A weakness of this approach is that the effect of two families related by marriage is not 

accounted for because this is normally not disclosed and cannot be tracked via free online 

databases. Data can also be skewed because not all firms have the same disclosure policies. 

Thirdly, the effect of a family firm is not entirely captured when a pyramid structure is 

implemented because a holding company cannot be traced to a family.  

 
However, all in all, with the potential risk of a minor skewness towards too few family 

ownership variables, the degree of this risk is not expected to alter or change the conclusion 

significantly as it only applies to few observations.  

 
A study by Bertrand et al. (2008) has meticulously conducted a detailed data gathering for 

family firms in Thailand using different sources such as funeral booklets, magazines, the 

Brooker Group publications and other sources. This approach is difficult to carry out given 

the limited timeframe and budget, but could potentially refine the data quality even further. 

 

4.3 Contestability variables 

In order to capture the effect of contestability from the second largest shareholder, a ratio 

introduced by Boonyawat (2013) is used. This ratio is calculated as the difference between 

the cash flow rights of the largest shareholder and the second largest shareholder divided by 

by the cash flow right of the largest shareholder. The ratio ranges from 0 to 1. A high ratio 

implies that the largest shareholder has almost an absolute control of the firm. A low ratio 

indicates that the second largest shareholder has sufficient power to cross monitor the largest 

shareholder. The variable in this study is referred to as the “contestability ratio variable”. 

 

Following the evidence proposed by Volpin (2002) and Lins (2003) that a coalition with 

control over other large shareholders leads to increased firm performance, an ownership 

concentration dummy variable is used. If the firm has a concentration of ownership from the 

2nd to the 10th largest shareholder of more than 25%, the dummy variable is equal to one and 

zero otherwise (e.g. a summation of ownership from the 2nd largest shareholder to the 10th 

largest shareholder)40. This variable is created under the assumption that the largest 

shareholder holds significant control and that other large shareholders need to form 

coalitions in order to have sufficient monitoring power over the largest shareholder.  

 

In addition, an ownership concentration of the 2nd to the 10th largest shareholder variable is 

also used to compare the results with models using the ownership concentration dummy 

                                                 
40 In the case of Table 5, concentration of ownership from 2nd to 10th largest shareholder is equal to 20.15% + 
16.55%+5.95%+5.78%+2.61%+1.81%+1.25%+1.15%+1.09% which is 56.34%. However, NVDR owns 20.15% and NVDR has no 
voting rights. Therefore, concentration of 2nd to 10th largest shareholder equals to 36.19%. A dummy variable for a concentration 
of ownership from the 2nd to the 10th largest shareholder is equal to 1.  
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variable discussed previously. The results are shown in appendix (See Table 43 to Table 48 in 

appendix). 

 

4.4 Board of directors and leadership structure 

Board of directors related variables are obtained from annual reports.  

 

Board size is calculated as a natural log of total numbers of directors in the board. This is due 

to the convex relationship between board size and market value as proposed by Yermack 

(1996). The method is consistent with both Yermack (1996) and Coles et al. (2008).  

 
Independent directors are also extracted from annual reports as Thai firms are obliged to 

disclose lists of independent directors and what committees they occupy. An independent 

director ratio is calculated by numbers of total independent directors over total board size. 

Independent directors and outside directors are used interchangeably in this study. This 

method is consistent with the method presented by Coles et al. (2008). 

 

In many cases, family firms also have family CEOs. A firm is considered to have a family CEO 

when the CEO has the same last name as family owners. However, if the CEO does not have 

the same last name as the family owners but is related with the family by marriage, he or she 

will not be considered as a family CEO unless the marital relationship is disclosed in the 

annual report.  

 

A firm is considered to have a CEO duality structure when the CEO also occupies the board 

Chairman position. If the firm has a CEO duality structure, a dummy variable equals to one 

and zero otherwise.  

 

A firm has an independent Chairman when it discloses a Chairman as an independent 

person. If the firm has an independent Chairman, a dummy variable is equal to one and zero 

otherwise.  

 

A firm is considered to have a board Chairman who is a major shareholder when the 

Chairman has the same last name as the largest block holder or is disclosed himself as the 

largest shareholder. If he or she does not share the same last name but is related to the 

largest block holder by marriage, a relationship disclosure is needed. However, not having 

the same name is quite uncommon because many family firms appoint the oldest person in 

the family (i.e. a father/a grandfather who may be the founder) as the Chairman. A dummy 

variable is one if the Chairman is a major shareholder and zero otherwise.  
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4.5 Control variables 

Control variables used in this study are firm size, firm age and leverage. These control 

variables are chosen as proxies for firm operations’ complexity and efficiency (Germain et al., 

2014) and hence affecting a dependent variable.  

 

Leverage is calculated by using total debt over total assets. It is hypothesised that a high level 

of debt can discipline managers. Managers need to be able to service interest payments and 

covenants to prevent firms from bankruptcy, thereby they are less likely to expropriate. This 

will lead to an increase in firm performance. 

 

Firm size is measured as a logarithm of firms’ total assets. It should be positively related to 

firm performance because it indicates ability to survive and thereby less expropriation by 

managers (Holderness and Sheehan, 1988). Additionally, Claessens et al. (2002) advocate 

that larger firms are more diversified and more liquid and thereby have less bankruptcy risk. 

This should lead to better firm performance.  

 

Firm age variable is determined by a logarithm of the current year (e.g. in this case it is year 

2009 and year 2014) minus the year that the firm was founded. Firm age should be 

correlated with firm size and therefore a positive relationship with firm performance is 

expected. As firms become older, they also become more well-known, accumulate more 

political connections associated with founders, and more diversified.  

 

4.6 Regression models 

The purpose of this study is to see how ownership structure and corporate governance 

mechanisms impact firm performance. Panel data is used to investigate the relationship. I 

adapt my model based on equation 1 by utilising different variables. There are 4 main sets of 

ownership structure. The first set is a cash flow right of the largest shareholder. The second 

set is the dummy variable if a cash flow right of the largest shareholder exceeds 25%. The 

third set represents a cash flow right of a family ownership and the fourth set is a dummy 

variable of a family presence (see definition of family presence in Section 4.2 Ownership 

variables). Despite the existence of other types of owners in Thailand, family owners are the 

most prevalent in both publicly listed markets (e.g. SET and MAI) and private markets. 

Therefore, I find it most sensible to see the impact of family owners and family presence on 

firm performances in Thailand. All models run a contestability variable twice by first using a 

contestability ratio and secondly an ownership concentration dummy to verify the effect on 
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firm performance (A and B model). Moreover, I also investigate how a major shareholder 

Chairman performs compared with an independent Chairman (a and b model). The models 

are shown in the end of this section (4.6).  

 
A firm is considered to have a family ownership even if the ownership does not reach a 25% 

threshold. There is also no need for family member(s) to be active in management. Therefore, 

a family CEO is included in model 3. To examine whether an exclusion of a family CEO has a 

significant impact on the results, I run the same regression models where a family CEO 

variable is excluded from the models (see Table 49 and Table 50 in appendix).  

 
Also, a family CEO is not included in model 4 to prevent a double counting effect. This is 

because of the definition of the family presence variable (a family owns more than 25% and 

family members are in senior management positions, including the CEO). However, I run the 

same regression models by including a family CEO variable in order to examine whether an 

inclusion of a family CEO variable has a significant impact on the results (see Table 41 and 

Table 42) 

 

FP denotes firm performance measures used in this study (e.g. Tobin’s Q and ROA). i-

subscript denotes a firm and t-subscript denotes the year. ε denotes an error term as white 

noise and firm-specific effects (Cronqvist and Nilsson, 2003). Firm-fixed effect is not 

included in the regression because there are only two years of observations and thereby it is 

not deemed necessary.  

 

Main model : FPit =   β0 + β1 (ownership structure)it + β2 (Role of multiple block holders)it + β3 (Board 
size)it  + β4 (Board independence ratio)it +  β5 (Board Chairman characteristics)it + β6 

(CEO duality)it + β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) 
+ εit  

 
Model 1a (A): FPit =   β0 + β1 (% Largest shareholder)it + β2 (Contestability ratio)it + β3 (Board size)it  + β4 

(Board independence ratio)it + β5 (Chairman is a major shareholder)it + β6 (CEO 
duality)it + β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit  

 
Model 1a (B): FPit =   β0 + β1 (% Largest shareholder)it + β2 (Concentration dummy)it + β3 (Board size)it  + 

β4 (Board independence ratio)it +  β5 (Chairman is a major shareholder)it + β6 (CEO 
duality)it + β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 

 
Model 1b (A): FPit =   β0 + β1 (% Largest shareholder)it + β2 (Contestability ratio)it + β3 (Board size)it  + β4 

(Board independence ratio)it   + β5 (Independent Chairman)it + β6 (CEO duality)it + 
β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 

 

Model 1b (B): FPit =   β0 + β1 (% Largest shareholder)it + β2 (Concentration dummy)it + β3 (Board size)it  + 
β4 (Board independence ratio)it +  β5 (Independent Chairman)it + β6 (CEO duality)it 

+ β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 
 

Model 2a (A): FPit =   β0 + β1 (Dominant shareholder_dummy)it + β2 (Contestability ratio)it + β3 (Board 
size)it  + β4 (Board independence ratio)it +  β5 (Chairman is a major shareholder)it + 
β6 (CEO duality)it + β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed 
effect) + εit 
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Model 2a (B): FPit =   β0 + β1 (Dominant shareholder_dummy)it + β2 (Concentration dummy)it + β3 (Board 
size)it  + β4 (Board independence ratio)it  + β5 (Chairman is a major shareholder)it + 
β6 (CEO duality)it + β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed 
effect) + εit 

 
Model 2b (A): FPit =   β0 + β1 (Dominant shareholder_dummy)it + β2 (Contestability ratio)it + β3 (Board 

size)it  + β4 (Board independence ratio)it + β5 (Independent Chairman)it + β6 (CEO 
duality)it + β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 

 

Model 2b (B): FPit =   β0 + β1 (Dominant shareholder_dummy)it + β2 (Concentration dummy)it + β3 (Board 
size)it  + β4 (Board independence ratio)it + β5 (Independent Chairman)it + β6 (CEO 
duality)it + β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 

 
Model 3a (A): FPit =   β0 + β1 (% Family ownership)it + β2 (Contestability ratio)it + β3 (Board size)it  + β4 

(Board independence ratio)it +  β5 (Chairman is a major shareholder)it + β6 (CEO 
duality)it + β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 

 

Model 3a (B): FPit =   β0 + β1 (% Family ownership)it + β2 (Concentration dummy)it + β3 (Board size)it  + β4 

(Board independence ratio)it + β5 (Chairman is a major shareholder)it + β6 (CEO 
duality)it + β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 

 

Model 3b (A): FPit =   β0 + β1 (% Family ownership)it + β2 (Contestability ratio)it + β3 (Board size)it  + β4 

(Board independence ratio)it + β5 (Independent Chairman)it + β6 (CEO duality)it + β7 

(Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 
 
Model 3b (B): FPit =   β0 + β1 (% Family ownership)it + β2 (Concentration dummy)it + β3 (Board size)it  + β4 

(Board independence ratio)it +  β5 (Independent Chairman)it + β6 (CEO duality)it + β7 

(Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 

  

Model 4a (A): FPit =   β0 + β1 (Family presence_dummy)it + β2 (Contestability ratio)it + β3 (Board size)it  + 
β4 (Board independence ratio)it + β5 (Chairman is a major shareholder)it + β6 (CEO 
duality)it + β7 (Control variables)it  + αit (Year fixed effect) + εit 

 

Model 4a (B): FPit =   β0 + β1 (Family presence_dummy)it + β2 (Concentration dummy)it + β3 (Board size)it  

+ β4 (Board independence ratio)it +  β5 (Chairman is a major shareholder)it + β6 (CEO 
duality)it + β7 (Control variables)it  + αit (Year fixed effect) + εit 

 
Model 4b (A): FPit =   β0 + β1 (Family presence_dummy)it + β2 (Contestability ratio) it + β3 (Board size)it  + 

β4 (Board independence ratio)it  + β5 (Independent Chairman)it + β6 (CEO duality)it + 
β7 (Control variables)it  + αit (Year fixed effect) + εit 

 

Model 4b (B): FPit =   β0 + β1 (Family presence_dummy)it + β2 (Concentration dummy) it + β3 (Board size)it  

+ β4 (Board independence ratio)it + β5 (Independent Chairman)it + β6 (CEO duality)it 

+ β7 (Control variables)it  + αit (Year fixed effect) + εit 

 

4.7 Hypothesis testing 

All hypotheses are tested by each individual regression analysis. If the coefficient is 

significant at the 90% significant level (measured by p-value) and follows the expected sign, 

the hypothesis is accepted. In other words, there are several models to test each hypothesis, 

and as such, the result does not need to be significant in every single model. For example, 

hypothesis 1a is accepted even if only model 1a (A) shows a significant result in accordance 

with the hypothesis. The hypothesis will be rejected if the result is not significant or show a 

different sign in all related models. 
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Hypothesis 1a: Large owners are incentivised to perform well and therefore positively 

affect corporate performance.  

A positive and significant coefficient is expected from testing Model 1a (A), 1b (A), 1a (B), and 

1b (B). 

  
Hypothesis 1b: A large owner defined by cash flow ownership has positive impact on firm 

performance. 

A positive and significant coefficient is expected from testing the presence of a large owner 

dummy variable in Model 2a (A), 2b (A), 2a (B), and 2b (B).  

 
Hypothesis 2a: A cash flow right of family owners is positively related to firm performance. 

A positive and significant coefficient is expected from testing the percentage of family 

ownership variable in Model 3a (A), 3b (A), 3a (B), and 3b (B) 

 
Hypothesis 2b: A presence of family owners via significant ownership41 and managerial 

positions positively impact firm performance.  

A positive and significant coefficient is expected from testing the presence of a family dummy 

variable in Model 4a (A), 4b (A), 4a (B), and 4b (B) 

 

Hypothesis 3a: The second largest shareholder plays a positive role in monitoring and 

thereby increasing firm performance.  

A negative and significant coefficient is expected from testing the contestability ratio in 

Model 1a, 2a,3a and 4a. A negative coefficient for this variable implies that the second largest 

shareholder has sufficient power to monitor the largest shareholder and thereby leading to 

higher firm performance.  

 
Hypothesis 3b: The coalition that exerts a significant control over the firm increases firm 

performance. 

A positive and significant coefficient is expected from testing the concentration of ownership 

of the 2nd to the 10th largest shareholder dummy variable in Model 1b, 2b,3b and 4b. A 

positive coefficient implies that other shareholders forming coalitions to monitor the largest 

shareholder leads to higher firm performance.  

 
Hypothesis 4: Board independence increases firm performance.  

A positive and significant coefficient is expected from testing the ratio of independent 

directors variable in Model 1, 2, 3, 4.  

 
Hypothesis 5: The size of board has no significant impact on firm performance. 

                                                 
41 A significant ownership is defined as a cash flow right that exceeds 25%. See more of the definition in the methodology section 



Copenhagen Business School Master thesis Supervisor: Steffen Brenner 

 

 45 

No significant coefficient is expected when testing the board size variable in Model 1,2,3,4. 

 

Hypothesis 6: A family CEO has a positive impact on firm performance. 

A positive and significant coefficient is expected when testing a family CEO variable in Model 

1, 2, 3, 4.  

 
Hypothesis 7: A CEO duality structure does not deteriorate firm performance. 

No significant coefficient is expected when testing a CEO duality variable in Model 1, 2, 3, 4 

 
Hypothesis 8: An independent Chairman negatively affects firm performance. 

A negative and significant coefficient is expected when testing the independent Chairman 

variable in model 1b, 2b, 3b, 4b. 

 
Hypothesis 9: A Chairman who is a major shareholder positively impacts firm 

performance. 

A positive and significant coefficient is expected when testing the Chairman who is a major 

shareholder variable in Model 1a, 2a, 3a, 4a. 
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Table 11: Overview of variable definitions and their expected signs 

Variable Definition 

Performance variables   

Tobin’s Q ((Share price as of December 31 x Numbers of Shares outstanding as of December 31) + 
Book value of total debt) / Book value of total assets 

 
ROA 

 
Net income / Book value of total assets 
 
 

 

ROAa EBIT/ Book value of total assets   

Variable Definition 
Expected  
sign 

Ownership structure   
% Largest shareholder A percentage of cash flow rights owned by the largest shareholder in 

the firm 
Positive 

 
Dominant shareholder_Dummy 

 
A dummy variable equals to one if the largest shareholder of the firm 
has > 25% ownership 

 
Positive 

 
% family ownership 

 
A percentage of cash flow rights owned by the family that is also the 
largest shareholder 

 
Positive 

 
Family presence_Dummy 

 
A dummy variable equals to one if the largest shareholder is a family 
that has > 25% ownership and  have family members occupying senior 
management positions or board member positions 

 
Positive 

    
Contestability 

  

Contestability ratio The difference between cash flow rights of the first and the second 
largest shareholders divided by the cash flow rights of the largest 
shareholder 

Negative 

 
Concentration_Dummy 

 
A dummy variable equals to one if the ownership concentration of the 
2nd to the 10th largest shareholder exceeds 25% 

 
Positive 

    
Board characteristics 

  

Board size A natural log of the numbers of total directors None 
 
Board independent ratio 

 
Numbers of independent directors divided by numbers of total 
directors 

 
Positive 

   

Board Chairman characteristics   

Chairman is a major shareholder A dummy variable equals to one if the company has a Chairman who is 
listed as the largest block holder or in a family who is the largest block 
holder 

Positive 

 
Independent Chairman 

 
A dummy variable equals to one if the company has a Chairman who 
 is listed as an independent person 

 
Negative 

   CEO characteristics   

CEO duality A dummy variable equals to one if the CEO is also the board Chairman None 

 
Family CEO 

 
A dummy variable equals to one if the CEO is a family member or has 
marital relationship with the family (if disclosed) 

 
Positive 

    
Control variables 

  

 
Firm age 

 
A logarithm of the current year minus the year of establishment 

 
Positive 

 
Firm asset 

 
A natural logarithm of total firm assets 

 
Positive 

 
Leverage 

 
Total debt over total assets 

 
Positive 

   
Year fixed effect   
Year dummy A dummy variable equals to one if the year is 2014 and equals to zero if the year is 2009 

 



Copenhagen Business School Master thesis Supervisor: Steffen Brenner 

 

 47 

Section 5: Results and discussion 

5.1 Summary statistics 

Table 12: Summary statistics –Full sample 

 
All firms (N=176) 

 
Mean Std. Min. Max. 

Ownership structure 
    

% Largest shareholder 41% 18% 13% 74% 
Dominant shareholder 78% 41% 0% 100% 
% family ownership 32% 25% 0% 74% 
Family presence 70% 46% 0% 100% 
 

    
Contestability 

    
2nd largest shareholder % 11.55% 7.67% 1.30% 41.68% 
Contestability ratio 0.65 0.25 0.00 0.96 
Concentration of ownership from 2nd - 10th largest shareholder % 30.53% 13.21% 9.55% 55.21% 

     Board characteristics 
    

Board size 11.05 2.44 8 15 
Board independent ratio % 38% 9% 25% 6% 

     Board Chairman characteristics 
    

Chairman as a major shareholder_Dummy 49% 50% 0% 100% 
Independent Chairman_Dummy 26% 44% 0% 100% 

     CEO characteristics 
    

CEO duality_Dummy 23% 42% 0% 100% 
Family CEO_Dummy 65% 48% 0% 100% 

     Control variables 
    

Firm age (years) 29.28 12.87 12.00 63.00 
Firm asset (Unit: THB million) 45,260.70 166,856.71 57.68 1,779,179.16 
Leverage % 12% 12% 0% 37% 

     Firm characteristics 
    

CAPEX (Unit: THB million) 3,457.84 14,503.61 1.00 127,586.43 
Cash (Unit: THB million) 3,381.53 17,042.52 0.01 203,785.43 
EBIT (Unit: THB million) 3,547.82 12,386.60 -11,887.79 106,605.24 
Revenue (Unit: THB million) 53,723.75 250,837.58 3.89 2,834,732.19 
Net income (Unit: THB million) 2,612.84 7,721.68 -10,346.46 59,547.59 
Investment (CAPEX to Sales) % 5.63% 6.29% 0.00% 23.38% 
PPE to Sales (x) 7.19 10.83 -6.05 43.19 

     Performance variables 
    

ROA (Net income/ Total assets) 6.76% 6.10% -4.93% 19.73% 
Tobin’s Q 1.26 0.92 0.25 3.71 
ROAa (EBIT/Total assets) 8.94% 5.58% 3.64% 22.61% 

 
Note: Firm characteristics variables shown in this table are not winsorized. They are only illustrated here to assist with 
explanation. They will not be used in the regression analysis.  

 

Table 12 shows that Thailand is characterised by concentrated ownership structure. The 

result is consistent with sample statistics from Claessens et al. (2002). Claessens et al. (2002) 

document that the largest shareholders possess more than 40% of firms’ voting-rights. 

Moreover, Table 12 also suggests that the majority of firms is controlled by families. This is 

similar to what Claessens et al. (2000, 2002) and Wiwattanakantang (2000) documented. 

The percentage of family ownership in Thailand is two times that of the US collected by 

Anderson and Reeb (2003).  

 
The contestability power of the second largest shareholder seems to be low in Thailand 

judging from a high contestability ratio (see interpretation in section 4.3) and a low 

concentration of ownership from 2nd to 10th largest shareholder. The result emphasises that 

ownership and control is concentrated around the largest shareholder. A concentration of the 

2nd largest to 10th largest owner is, however, above 25%. This implies that coalitions of larger 

shareholders will enable them to exert significant controls in accordance with the SET’s 

definition of a dominant shareholder. But, there is a possibility that the largest owner has 

direct and/or indirect ownership disguised in the form of nominees and/or holding 
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companies that cannot be traced (see Figure 2). Hence, it seems sensible to make a 

preliminary conclusion that the power of a coalition is minimised.  

 

There are on average 11 directors occupying board seats. This is higher than the samples 

shown in Coles et al. (2008) but lower than Yermack (1996)42. Large board sizes in Thailand 

could be the result of family owners with many sons occupying board seats (Bertrand et al., 

2008). Alternatively, a large board size can be the consequence of firms adding outside 

directors to comply with regulations, without removing existing inside directors because of 

associated transaction costs (Coles et al., 2008). According to World Bank (2013), a large 

board size does not seem to be problematic in Thailand.  

 

Independent directors occupy on average 38% of the total board seats. This is much lower 

than the US evidence by Yermack (1996) and Anderson and Reeb (2004). Yermack (1996) 

and Anderson and Reeb (2004) show that ratios of independent directors over total board 

size in the US are 54% and 55% respectively. There are four ways to interpret the finding. 

Firstly, Hermalin and Weisbach (2003)’s endogeneity framework can be applied. Firms add 

independent directors to increase objectivity as a consequence of poor performances. A 

higher ratio of independent directors can also be a consequence of stricter regulation and 

enforcement in the US. Firms are obliged to create the most independent board composition 

for monitoring purposes. The life-cycle theory explains that US firms are in a maturity stage 

where monitoring needs outweigh supervisory needs (Filatochev et al., 2006). Lastly, the 

window-dressing theory explains that firms only adopt independent directors to satisfy 

requirements by the SEC (Romano, 2005).  

 

It appears normal in Thailand to have the largest shareholder as board Chairman. This 

supports the prediction by the agency theory and the efficiency theory. An incentive effect 

emerges when a major residual claimant is also a manager (CoB in this case). Additionally, it 

also supports the efficiency theory because major shareholders possess information 

necessary for making informed decisions.  

 

Family CEOs account for 65% of the sample which is in tandem with family firms (70%). This 

implies that most family firms have family CEOs.  

 

High standard deviation of assets, revenues and other financial metrics suggests that there 

are big differences between firms in the sample. Firms in the sample vary from large 

                                                 
42 Interestingly, both Coles et al. (2008) and Yermack (1996) collected their data in the US. A board size was quite large during 
the time of Yermack (1996). Many researchers found a negative correlation between board size and firm performance. This led 
to a trend of reduction in board size in the US as shown by Coles et al. (2008). 
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conglomerate firms (see Table 59 and Table 60 in appendix) and small newly-listed family 

firms. 

 
Companies in Thailand seem to be relatively young compared to companies in the US (29 

years in Thailand versus 84 years in the US) as shown by Anderson and Reeb (2003). This 

may be an explanation for concentrated ownership structures. Firm ownership may become 

more dispersed over time (Yermack, 1996). It indicates that owners dilute their ownership in 

order to raise capital for firm expansions.  

 
Thai firms in the sample have an average leverage level of 12%.  This is considered to be low 

compared to firms in the US. Cronqvist and Fahlenbrach (2009) find that an average 

leverage in the US sample is 37%. This reflects the theory proposed by Cronqvist and 

Fahlenbrach (2009) that large shareholder affects corporate policies. It is also consistent 

with the findings by Faccio et al. (2011) that large shareholders being less diversified are 

more conservative. The majority of firms in Thailand are owned by families whose wealth are 

tied up in the businesses, Thai firms are therefore less aggressive in using debt due to fear of 

family bankruptcy. Furthermore, bad experiences from the financial crisis in 1997 also 

contribute to fear of debt.  

 

A low degree of leverage and concentrated ownership can be inferred as barriers for 

expansion among Thai companies. Family owners are risk-averse and prefer not to use 

leverage as the primary financing source. At the same time, an under-developed capital 

market and a fear of losing control also deter family owners from raising equity capital. The 

two problems indicate that family firms primarily use retained earnings to expand. Hence, 

growth opportunities are limited.  

 

Table 13: Illustration of different corporate governance mechanisms by year 

 
Mean Std. Min. Max. 

 
2009 2014 2009 2014 2009 2014 2009 2014 

Board size 10.84 11.35 2.79 2.90 5.00 6.00 18.00 21.00 
Board independence 37.06% 38.77% 0.11 0.10 0.00% 18.18% 77.78% 69.23% 
CEO duality 23.86% 21.59% 0.43 0.41 0.00% 0.00% 100.00% 100.00% 
Independent Chairman 25.00% 26.14% 0.44 0.44 0.00% 0.00% 100.00% 100.00% 
Family CEO 65.91% 64.77% 0.48 0.48 0.00% 0.00% 100.00% 100.00% 

         % of largest shareholder 42.8% 40.5% 0.19 0.19 9.10% 0.047 92.80% 83.92% 
% of family ownership 32.9% 30.4% 0.26 0.25 0.00% 0.00% 73.84% 73.84% 
Concentration of ownership from 
2th-10th 

31.7% 29.6% 0.15 0.13 2.00% 0.06 67.31% 61.42% 

         Tobin’s Q 2.87 1.61 17.00 1.53 0.09 0.12 16.29 9.74 
ROA (Net income/Total assets) 6.71% 6.49% 0.08 0.08 -20.51% -22.94% 29.97% 28.52% 
ROAa (EBIT/Total assets) 8.72% 7.19% 0.08 0.09 -13.94% -20.73% 43.00% 37.21% 

Note: All data are pre-winsorized data 

 
Table 13 shows that corporate governance in Thailand has “improved” to be more compatible 

with the Anglo-Saxon corporate governance. The mechanisms have progressed towards a 

monitoring-oriented system as apparent by an increase in the ratio of independent directors 

as well as the rising presence of an independent Chairman. The table also demonstrates a 



Copenhagen Business School Master thesis Supervisor: Steffen Brenner 

 

 50 

decreasing trend for CEO duality structure, a family CEO and the ownership stake by large 

block holders.  

 

Interestingly, Table 13 also shows decreasing performance measures. However, one needs to 

be careful when interpreting this because of the endogeneity problem and the heterogeneity 

problem. A corporate governance measure is only small factor contributing to firm 

performance. Moreover, the decrease can also be a consequence of a high standard deviation 

and a high maximum value of Tobin’s Q in year 2009 that significantly raise the mean value 

of Tobin’s Q in 2009. On the other hand, both ROA and ROAa illustrate no extreme outlier 

pattern. Yet, the ROAs in 2014 are still lower than the ROAs in 2019. 

 

5.2 Classification analysis 

I classify firms into two categories for several variables in order to examine the statistical 

differences. I look at statistical effects of differences in governance mechanisms such as a 

presence of dominant shareholders, family owners, family CEOs, and leadership structure. 

This section will provide an initial analysis and preliminary results of what can be expected 

from the multivariate analysis section.  

 

Table 14: Classification statistics showing differences between firms with dominant versus non-dominant 
shareholders – Full sample 

 
Dominant owner (N = 138) Non-dominant owner (N= 38) 

 
Mean Std. Min. Max. Mean Std. Min. Max. 

Ownership structure 
        

% Largest shareholder 47.65% 15.32% 25.06% 73.84% 18.90% 4.45% 12.66% 24.89% 
Family presence 77.54% 41.89% 0.00% 100.00% 44.74% 50.39% 0.00% 100.00% 

         Contestability 
        

Concentration of ownership from 2nd - 10th 
 largest shareholder 

28.58% 13.77% 2.00% 67.31% 37.99% 12.87% 14.94% 65.59% 

         Board characteristics 
        

Log (Board size) 1.04 0.10 0.90 1.18 1.02 0.08 0.90 1.18 
Board size 11.19 2.54 8.00 15.00 10.53 1.97 8.00 15.00 
Board independent ratio 38.06% 9.60% 25.00% 60.00% 37.83% 7.62% 25.00% 60.00% 

         Board Chairman characteristics 
        

Chairman as a major shareholder 53.62% 50.05% 0.00% 100.00% 31.58% 47.11% 0.00% 100.00% 
Independent Chairman 22.46% 41.89% 0.00% 100.00% 36.84% 48.89% 0.00% 100.00% 

         CEO characteristics 
        

CEO duality 26.09% 44.07% 0.00% 100.00% 10.53% 31.10% 0.00% 100.00% 

         Control variables 
        

Firm age (years) 30.24 13.65 12.00 63.00 25.79 8.82 12.00 45.00 
Firm asset (Unit: THB million) 53,604.78 187,385.34 57.68 1,779,179.16 14,958.51 21,551.40 605.69 93,227.86 
Leverage 11.27% 12.16% 0.00% 36.97% 12.80% 13.39% 0.00% 36.97% 

         Firm characteristics 
        

CAPEX (Unit: THB million) 4,163.56 16,107.86 1.00 127,586.43 589.45 1,468.06 2.19 7,797.94 
Cash (Unit: THB million) 4,150.92 19,493.96 0.01 203,785.43 948.58 1,379.79 4.17 6,436.44 
EBIT (Unit: THB million) 4,162.34 13,886.49 -11,887.79 106,605.24 1,316.11 2,267.19 -920.08 8,952.95 
Revenue (Unit: THB million) 65,583.62 282,213.88 3.89 2,834,732.19 10,653.71 16,182.70 461.47 75,529.88 
Net income (Unit: THB million) 3,038.17 8,619.22 -10,346.46 59,547.59 1,068.22 1,950.56 -1,356.80 8,423.07 
Investment (CAPEX to Sales) % 5.85% 6.24% 0.00% 23.38% 4.84% 6.51% 0.00% 23.38% 
PPE to Sales (x) 7.87 11.25 -6.05 43.19 4.74 8.83 -6.05 43.19 
Cash to sales (%) 7.13% 10.39% 0% 64.02% 12.26% 11.11% 0% 39.48% 
EBIT margin (%) 8.66% 21.23% -206.81% 44.12% 12.75% 14.11% -7.48% 49.77% 
Net income margin (%) 8.47% 31.68% -17.16% 36.08% 9.27% 11.56% -17.01% 36.08% 
Performance variables 

        
ROA (Net income/Total asset) 6.97% 6.20% -4.93% 19.73% 5.97% 5.72% -4.93% 16.06% 
Tobin's Q 
ROAa (EBIT/Total asset) 

1.23 
8.96% 

0.90 
5.66% 

0.25 
3.64% 

3.71 
22.61% 

1.36 
8.87% 

1.00 
5.37% 

0.25 
3.64% 

3.71 
22.61% 

Note: Firm characteristic variables are not winsorized and they are not part of  the multivariate analysis. 

Firms with dominant owners have a lower percentage of ownership concentration from other 

large shareholders as expected. This implies that the dominant owner has almost an absolute 
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control over the firm. Therefore, a cross-monitoring ability from coalitions of other 

shareholders is minimised.  

 

A slightly larger board size in firms with dominant owners can be a consequence of an 

attempt to comply with the requirement from the SEC. Firms add independent directors 

without firing insiders (Coles et al., 2008).  

 

Firms with dominant owners seem to outperform firms with no dominant owners. Firms 

with dominant owners have significantly higher CAPEX, EBIT, cash, revenues, investments, 

net income, assets and ROAs but lower leverage and Tobin’s Q. Interestingly, ROA and ROAa 

in firms with dominant owners are significantly higher than firms without dominant owners. 

Three hypotheses can be stated as explanations: a relationship hypothesis, a growth 

opportunity hypothesis, and an expropriation hypothesis. The first hypothesis proposes that 

the dominant owner has the power to manipulate accounting numbers due to a close 

relationship with auditors. The second one suggests that firms with dominant owners have 

lower Tobin’s Q because they are already in a mature stage, hence, less growth opportunities. 

The last hypothesis is that large assets and cash lead to entrenched management and bad 

allocation of intangible assets, hence, lower Tobin’s Q.  

Thailand has a solid disclosure and auditing regulation, therefore, the first hypothesis is 

unlikely.  

 

Interestingly, firms with dominant owners demonstrate lower efficiency of management 

based on lower cash-to-sale ratio, EBIT-margin and net income margin. Two interpretations 

are: unprofessional management by a family and expropriation of assets by a dominant 

owner. Because a majority of dominant owners are active family owners, family members 

may be less professional (Bennedsen et al., 2007). Similarly, a lower efficiency margin and 

cash-margin can imply expropriation of assets.  

 

One would expect family owners and dominant owners to be overlapping and thereby 

classification analysis between the two groups should be in tandem. This is also in 

accordance with Table 14, where companies with presence of families account for 77.54% of 

firms with dominant owners.  
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Table 15: Classification analysis between firms with family owners and non-family owners – Full sample 

 
Family owner (N = 124) Non-family owner (N= 52) 

 
Mean Std. Min. Max. Mean Std. Min. Max. 

Contestability 
        

Concentration of ownership from 2nd - 10th 
 largest shareholder 

28.45% 12.90% 9.55% 55.21% 35.49% 12.72% 9.55% 55.21% 

         Board characteristics 
        

Board size 11.04 2.49 8.00 15.00 11.06 2.32 8.00 15.00 
Board independent ratio 38.28% 9.45% 25.00% 60.00% 37.36% 8.60% 25.00% 60.00% 

         Board Chairman characteristics 
        

Chairman as a major shareholder 58.9% 49.4% 0.0% 100.0% 25.0% 43.7% 0.0% 100.0% 
Independent Chairman 23.4% 42.5% 0.0% 100.0% 30.8% 46.6% 0.0% 100.0% 

         CEO characteristics 
        

CEO duality 27.4% 44.8% 0.0% 100.0% 11.5% 32.3% 0.0% 100.0% 
Family CEO 86.3% 34.5% 0.0% 100.0% 15.4% 36.4% 0.0% 100.0% 

         Control variables 
        

Firm age 31.56 17.63 5.00 132.00 29.62 24.18 12.00 63.00 
Firm asset (Unit: THB million) 21,162.83 52,556.08 57.68 416,763.86 102,724.84 289,987.88 605.69 1,779,179.16 
Leverage % 10.29% 12.41% 0.00% 54.77% 15.37% 13.42% 0.00% 41.28% 

         Firm characteristics 
        

CAPEX (Unit: THB million) 1,168.67 3,056.18 1.00 25,550.47 8,656.17 25,238.57 2.19 127,586.43 
Cash (Unit: THB million) 1,338.17 4,078.89 0.01 33,551.55 8,330.98 30,557.02 4.17 203,785.43 
EBIT (Unit: THB million) 1,423.84 3,158.72 -1,991.19 20,496.81 8,612.68 21,570.36 -11,887.79 106,605.24 
Revenue (Unit: THB million) 19,907.41 56,776.72 3.89 426,039.45 134,362.70 445,774.76 461.47 2,834,732.19 
Net income (Unit: THB million) 1,095.09 2,353.81 -4,903.03 14,229.13 6,232.09 13,125.33 -10,346.46 59,547.59 
Investment (CAPEX to Sales) % 5.37% 5.79% 0.00% 23.38% 6.27% 7.38% 0.00% 23.38% 
PPE to Sales (x) 7.16 10.95 -6.05 43.19 7.28 10.63 -6.05 43.19 
Cash to sales (%) 6.84% 8.77% 0% 48.81% 11.56% 13.91% 0% 64.02% 
EBIT margin (%) 7.89% 21.91% -206.81% 42.24% 13.48% 12.62% -7.48% 48.81% 
Net income margin (%) 6.18% 30.04% -304.19% 76.13% 14.50% 23.83% -8.28% 143.74% 
Performance variables 

        
ROA (Net income/Total asset) 6.49% 6.26% -4.93% 19.73% 7.40% 5.70% -4.93% 19.73% 
Tobin's Q 
ROAa (EBIT/Total asset) 

1.22 
8.64% 

0.91 
5.55% 

0.25 
3.64% 

3.71 
22.61% 

1.33 
9.67% 

0.96 
5.66% 

0.25 
3.64% 

3.71 
22.61% 

Note: Firm characteristic variables are not winsorized and they are not part of multivariate analysis. 
*Non-family owners who still have family CEOs is due to some companies not being categorised as family firms because 

ownership percentage is lower than 25% 

 
In Table 15, however, firms with family owners seem to be smaller based on lower CAPEX, 

cash, EBIT, revenues, net income and investments than firms with non-family owners. 

Moreover, Tobin’s Q and ROAs are also significantly lower. In addition, family firms 

demonstrate almost a fifty percent lower efficiency margin than non-family firms. Connelly et 

al. (2012) and Anderson et al. (2012) explain the reason behind the small firm size that family 

owners are associated with conservative financial policies due to fears of bankruptcy. 

Furthermore, Bertrand et al. (2008) explain that lower performance and efficiency margin is 

a consequence of expropriations and tunnelling of resources.  

Table 16: Classification analysis between firms with family CEO versus firms without family CEO – Full sample 

 
Family CEO (N = 115) Non-family CEO (N= 61) 

 
Mean Std. Min. Max. Mean Std. Min. Max. 

Board characteristics 
        

Board size 10.91 2.45 8 15 11.30 2.42 8.00 15.00 
Board independent ratio 38.65% 9.30% 25.00% 60.00% 36.79% 8.92% 25.00% 60.00% 

         Board Chairman characteristics 
        

Chairman as a major shareholder_Dummy 59.13% 49.37% 0.00% 100.00% 27.87% 45.21% 0.00% 100.00% 
Independent Chairman_Dummy 24.35% 43.11% 0.00% 100.00% 29.51% 45.99% 0.00% 100.00% 

         CEO characteristics 
        

CEO duality_Dummy 26.96% 44.57% 0.00% 100.00% 14.75% 35.76% 0.00% 100.00% 

         Control variables 
        

Firm age (years) 30.05 13.21 12.00 63.00 27.82 12.17 12.00 63.00 
Firm asset (Unit: THB million) 15,128.57 26,231.73 57.68 195,488.08 102,067.18 273,632.97 328.49 1,779,179.16 
Leverage 10.00% 11.58% 0.00% 36.97% 14.60% 13.44% 0.00% 36.97% 

         Firm characteristics 
        

CAPEX (Unit: THB million) 784.45 1,468.06 1.00 8,434.43 7,898.38 23,022.66 1.03 127,586.43 
Cash (Unit: THB million) 912.80 2,310.45 0.01 21,050.43 8,516.48 29,254.84 0.90 203,785.43 
EBIT (Unit: THB million) 1,172.38 2,151.71 -1,991.19 13,337.21 8,026.09 20,186.56 -11,887.79 106,605.24 
Revenue (Unit: THB million) 12,312.74 26,443.13 3.89 243,907.22 131,793.70 415,575.86 188.89 2,834,732.19 
Net income (Unit: THB million) 919.17 1,944.84 -4,903.03 14,229.13 5,805.82 12,282.29 -10,346.46 59,547.59 
Investment (CAPEX to Sales) % 5.58% 6.25% 0.00% 23.38% 5.74% 6.42% 0.00% 23.38% 
PPE to Sales (x) 6.90 10.84 -6.05 43.19 7.74 10.87 -3.01 43.19 
Cash to sales (%) 7.76% 9.72% 0% 48.81% 9.13% 12.44% 0% 64.18% 
EBIT margin (%) 8.76% 22.57% -206.81% 42.24% 11.02% 13.75% -9.69% 49.77% 
Net income margin (%) 6.12% 30.51% -304.19% 38.68% 13.40% 23.90% -9.40% 143.74% 
Performance variables 

        
ROA (Net income/Total asset) 6.81% 6.28% -4.93% 19.73% 6.66% 5.78% -4.93% 19.73% 
Tobin's Q 
ROAa (EBIT/Total asset) 

1.25 
8.89% 

0.91 
5.59% 

0.25 
3.64% 

3.71 
22.61% 

1.27 
9.06% 

0.95 
5.60% 

0.25 
3.64% 

3.71 
22.61% 

Note: Firm characteristic variables are not winsorized and they are not part of multivariate analysis. 
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Table 16 suggests that family CEOs do not necessarily perform worse than non-family CEO 

based on ROAs and Tobin’s Q. Firms with family CEOs seem to be much smaller based on 

firm assets and other financial metrics. Furthermore, it does illustrate that firms with family 

CEOs have significantly lower efficiency margins than firms with no family CEOs. This 

supports the finding by Bennedsen et al. (2007) that family CEOs perform worse because 

they are chosen from a smaller pool of talents. Surprisingly, firms with family CEOs are older 

than firms with no family CEOs. The result emphasises the finding made by Bennedsen et al. 

(2007) that firms with family CEOs perform worse.  Similar to firms with family owners, 

Table 16 indicates that firms with family CEOs tend to use less leverage.   

 

Firms with family CEOs also have smaller board size. This could be because the firms are 

smaller in general. Another inference, however, is that firms with family CEOs have stronger 

alignment effects, hence smaller board sizes (Raheja, 2005). 

 

Firms with family CEOs tend to have Chairmen who are also the largest shareholders, and 

are more often than non-family CEOs likely to have a CEO duality structure. An independent 

Chairman is correspondingly less popular. Table 16 supports the theory put forward by Fama 

and Jensen (1983) that it may be more efficient to combine a decision manager and a 

decision controller function when a firm is small.   

 

Table 17: Classification analysis between firms who has Chairman who is a major shareholder versus firm 
where the Chairman is not a major shareholder (“other Chairman”) – Full sample 

 
Chairman is a major shareholder (N = 86) Other Chairman (N= 90) 

 
Mean Std. Min. Max. Mean Std. Min. Max. 

Ownership structure 
        

% Largest shareholder 44.71% 17.59% 12.66% 73.84% 38.32% 18.18% 12.66% 73.84% 
Family presence 84.88% 36.03% 0.00% 100.00% 56.67% 49.83% 0.00% 100.00% 

         Contestability 
        

Concentration of ownership from 2nd - 10th 
 largest shareholder 

29.36% 13.31% 9.55% 55.21% 31.64% 13.09% 9.55% 55.21% 

         Board characteristics 
        

Board size 10.94 2.32 8.00 15.00 11.14 2.56 8.00 15.00 
Board independent ratio 36.43% 8.90% 25.00% 60.00% 39.51% 9.26% 25.00% 60.00% 

         CEO characteristics 
        

CEO duality 40.70% 49.42% 0.00% 100.00% 5.56% 23.03% 0.00% 100.00% 
Family CEO 79.07% 40.92% 0.00% 100.00% 52.22% 50.23% 0.00% 100.00% 

         Control variables 
        

Firm age 30.08 11.68 12.00 63.00 28.51 13.94 12.00 63.00 
Firm asset (Unit: THB million) 26,107.43 63,289.33 57.68 416,763.86 63,562.71 224,109.64 452.10 1,779,179.16 
Leverage % 9.53% 11.56% 0.00% 36.97% 13.58% 12.93% 0.00% 36.97% 

         Firm characteristics 
        

CAPEX (Unit: THB million) 1,672.56 4,917.04 1.48 31,731.85 5,176.17 19,647.60 1.00 127,586.43 
Cash (Unit: THB million) 1,994.23 5,334.42 0.01 33,551.55 4,631.80 22,946.28 0.90 203,785.43 
EBIT (Unit: THB million) 2,529.01 6,522.51 -1,991.19 47,013.32 4,521.34 16,096.33 -11,887.79 106,605.24 
Revenue (Unit: THB million) 27,794.01 69,133.39 3.89 426,039.45 78,501.06 343,340.92 188.89 2,834,732.19 
Net income (Unit: THB million) 1,778.37 4,725.24 -4,903.03 36,033.17 3,410.22 9,726.18 -10,346.46 59,547.59 
Investment (CAPEX to Sales) % 5.00% 5.59% 0.00% 23.38% 6.24% 6.88% 0.00% 23.38% 
PPE to Sales (x) 5.82 10.35 -6.05 43.19 8.51 11.16 -6.05 43.19 
Cash to sales (%) 6.05% 8.86% 0% 48.81% 10.36% 11.98% 0% 64.02% 
EBIT margin (%) 8.02% 25.64% -206.81% 42.24% 11.07% 12.31% -14.78% 49.77% 
Net income margin (%) 4.93% 34.97% -304.19% 38.68% 12.31% 20.24% -17.16% 143.74% 
Performance variables 

        
ROA (Net income/Total asset) 7.58% 6.94% -4.93% 19.73% 5.97% 5.08% -4.93% 19.73% 
Tobin's Q 
ROAa (EBIT/Total asset) 

1.40 
10.09% 

1.02 
6.24% 

0.25 
3.64% 

3.71 
22.61% 

1.12 
7.84% 

0.80 
4.65% 

0.25 
3.64% 

3.71 
22.61% 

Note: Firm characteristic variables are not winsorized and they are not part of multivariate analysis. 

 

Firms with Chairmen that are largest block holders perform significantly better on all 

performance measures than firms with other Chairmen. However, they illustrate a weak 
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management efficiency based on EBIT-margin, cash-to-sale and net income margin. In 

addition, they also have smaller asset size, lower gearing level and lower investment level. 

Possible explanations for lower efficiency margins can be a lower economy of scale and an 

expropriation of private benefits. 

 
The data indicates that firms with family owners typically have Chairmen that are also the 

largest shareholders as well as a CEO duality structure  

 
In summary, governance mechanisms in family firms seem to be based on stewardship of 

family owners. It can be classified as a low monitoring environment. However, one cannot 

infer causality that low monitoring environment leads to small firm size and low efficiency 

margin. The data shows that a Chairman who is also a major shareholder is more acute in his 

investment decisions, hence, better performance. On the other hand, efficiency margins are 

lower for family firms. Higher Tobin’s Q, smaller asset and low efficiency margin indicate 

that firms are in a growth stage. I conjecture that a founder effect drives the positive result 

for a Chairman who is a major shareholder as claimed by Villalonga and Amit (2006).  

 
The life-cycle theory proposed by Filatochev et al. (2006) can largely explain the findings in 

Table 17. Growing firms do not need strong monitoring. They need strategic advising and 

access to resources.  

 

Table 18: Classification analysis between firms with an independent Chairman and a non-independent 
Chairman – Full sample 

 
Independent Chairman (N = 45) Non-Independent Chairman(N= 131) 

 
Mean Std. Min. Max. Mean Std. Min. Max. 

Ownership structure 
        

% Largest shareholder 38.79% 17.60% 12.66% 72.86% 42.35% 18.28% 12.66% 73.84% 
% family ownership 26.78% 25.03% 0.00% 72.86% 33.32% 25.33% 0.00% 73.84% 

         Contestability 
        

Concentration of ownership from 2nd - 10th 
 largest shareholder 

32.25% 12.38% 9.55% 55.21% 29.94% 13.48% 9.55% 55.21% 

         Board characteristics 
        

Board size 10.89 2.60 8.00 15.00 11.10 2.39 8.00 15.00 
Board independent ratio 42.96% 9.15% 25.00% 60.00% 36.31% 8.60% 25.00% 60.00% 

         Board Chairman characteristics 
        

Chairman as a major shareholder 0.00% 0.00% 0.00% 0.00% 64.12% 48.00% 0.00% 100.00% 

         CEO characteristics 
        

CEO duality 0.00% 0.00% 0.00% 0.00% 30.53% 46.23% 0.00% 100.00% 
Family CEO 62.22% 49.03% 0.00% 100.00% 66.41% 47.41% 0.00% 100.00% 

         Control variables 
        

Firm age 26.73 13.34 12.00 63.00 30.15 12.64 12.00 63.00 
Firm asset (Unit: THB million) 59,505.19 263,954.12 452.10 1,779,179.16 40,367.55 117,485.77 57.68 1,103,589.72 
Leverage % 16.33% 12.93% 0.00% 36.97% 9.97% 11.85% 0.00% 36.97% 

         Firm characteristics 
        

CAPEX (Unit: THB million) 4,785.26 19,197.92 1.42 115,703.25 3,033.90 12,719.36 1.00 127,586.43 
Cash (Unit: THB million) 6,604.73 31,488.49 0.90 203,785.43 2,172.83 5,357.49 0.01 33,551.55 
EBIT (Unit: THB million) 5,126.62 17,434.22 -1,534.39 106,605.24 3,005.48 10,124.34 -11,887.79 99,885.91 
Revenue (Unit: THB million) 79,627.58 421,451.16 188.89 2,834,732.19 44,825.49 155,786.25 3.89 1,586,174.46 
Net income (Unit: THB million) 3,690.29 10,031.57 -245.79 55,223.57 2,242.72 6,757.47 -10,346.46 59,547.59 
Investment (CAPEX to Sales) % 7.17% 7.75% 0.00% 23.38% 5.10% 5.65% 0.00% 23.38% 
PPE to Sales (x) 8.10 10.09 -6.05 43.19 6.88 11.09 -6.05 43.19 
Cash to sales (%) 10.42% 10.60% 0% 41.72% 7.48% 10.71% 0% 64.19% 
EBIT margin (%) 13.74% 14.26% -14.77% 41.15% 8.1% 21.42% -206.81% 49.77% 
Net income margin (%) 15.10% 24.08% -17.02% 143.74% 6.42% 22.67% -304.19% 86.77% 

         Performance variables 
        

ROA (Net income/Total asset) 6.77% 5.40% -4.93% 19.73% 6.75% 6.34% -4.93% 19.73% 
Tobin's Q 
ROAa (EBIT/Total asset) 

1.32 
8.98% 

0.90 
5.15% 

0.28 
3.64% 

3.71 
22.61% 

1.24 
8.93% 

0.93 
5.74% 

0.25 
3.64% 

3.71 
22.61% 

Note: Firm characteristic variables are not winsorized and they are not part of multivariate analysis. 
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Table 19: Classification analysis between firms with CEO duality and non-duality structure – Full sample 

 
CEO duality (N = 40) Non-CEO duality (N= 136) 

 
Mean Std. Min. Max. Mean Std. Min. Max. 

Ownership structure 
        

% Largest shareholder 46.89% 18.66% 19.29% 73.84% 39.84% 17.72% 12.66% 73.84% 
% family ownership 40.10% 24.33% 0.00% 73.84% 29.17% 25.19% 0.00% 73.84% 

         Contestability 
        

Concentration of ownership from 2nd - 10th 
 largest shareholder 

26.93% 12.42% 9.55% 55.21% 31.59% 13.29% 9.55% 55.21% 

         Board characteristics 
        

Board size 10.48 1.88 8.00 15.00 11.21 2.56 8.00 15.00 
Board independent ratio 39.49% 9.94% 25.00% 60.00% 37.57% 8.95% 25.00% 60.00% 

         Board Chairman characteristics 
        

Chairman as a major shareholder 87.50% 33.49% 0.00% 100.00% 37.50% 48.59% 0.00% 100.00% 
Independent Chairman 0.00% 0.00% 0.00% 0.00% 33.09% 47.23% 0.00% 100.00% 

         CEO characteristics 
        

Family CEO 77.50% 42.29% 0.00% 100.00% 61.76% 48.78% 0.00% 100.00% 

         Control variables 
        

Firm age 32.35 14.73 14.00 63.00 28.38 12.18 12.00 63.00 
Firm asset (Unit: THB million) 13,338.37 17,163.06 57.68 63,868.47 54,649.62 188,718.19 328.49 1,779,179.16 
Leverage % 8.19% 9.57% 0.00% 36.05% 12.60% 12.99% 0.00% 36.97% 

         Firm characteristics 
        

CAPEX (Unit: THB million) 508.39 924.52 1.48 3,778.02 4,273.14 16,298.85 1.00 127,586.43 
Cash (Unit: THB million) 565.26 865.93 0.01 4,367.66 4,179.47 19,243.61 0.90 203,785.43 
EBIT (Unit: THB million) 767.14 2,659.46 -11,887.79 6,472.13 4,365.66 13,924.08 -1,991.19 106,605.24 
Revenue (Unit: THB million) 18361.86 42946.74 3.889 218187.44 64124.31 283813.31 188.891 2834732.19 
Net income (Unit: THB million) 550.551 2153.53 -10346.46 4478.11 3219.39 8620.92 -4903.03 59547.59 
Investment (CAPEX to Sales) % 3.67% 4.63% 0.00% 23.38% 6.21% 6.61% 0.00% 23.38% 
PPE to Sales (x) 6.09 11.40 -6.05 43.19 7.52 10.67 -6.05 43.19 
Cash to sales (%) 5.43% 8.68% 0% 48.81% 9.06% 11.15% 0% 64.02% 
EBIT margin (%) 4.20% 36.19% -206.18% 42.24% 11.11% 11.24% -14.78% 49.77% 
Net income margin (%) -0.5% 5.02% -304.19% 29.44% 11.34% 17.32% -17.02% 143.74% 
Performance variables 

        
ROA (Net income/Total asset) 5.49% 6.12% -4.93% 19.73% 7.13% 6.06% -4.93% 19.73% 
Tobin's Q 
ROAa (EBIT/Total asset) 

1.08 
8.50% 

0.87 
5.51% 

0.25 
3.64% 

3.71 
22.61% 

1.31 
9.07% 

0.93 
5.61% 

0.25 
3.64% 

3.71 
22.61% 

Note: Firm characteristic variables are not winsorized and they are not part of multivariate analysis. 

 

Highlighting the importance of the life-cycle theory by Filatochev et al. (2006), Table 18 and 

Table 19 illustrate that larger firms put more emphasis on monitoring by having more 

independent directors, less CEO duality structure and stronger preferences towards 

independent Chairmen.  

 

Corporate governance mechanisms in Thailand seem to behave in accordance with theories 

proposed by Filatochev et al.(2006), Fama and Jensen (1983) and Brickley et al. (1997). 

 

It is extrapolated from the data that there are 3 main types of dominant owners in Thailand: 

big family owners, smaller family owners and non-family owners. Big family owners and non-

family owners are larger in terms of firm size. They are more strict with corporate governance 

checklists. A strong emphasis is put on monitoring. Small family owners rely on stewardships 

of the owners and own ability to manage firms efficiently in order to grow.  

 

Characteristics for all types of firms is a low degree of leverage. This indicates a debt-aversion 

among Thai companies. A debt-aversion occur from: a fear of bankruptcy and/or difficulties 

of obtaining loans from the bank. Given that Thai firms normally have extraordinary good 

relationships with banks, getting loans should generally not be problematic. A conclusion is 

that Thai firms may be more risk-averse due to the family ownership as explained previously.  
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According to the preliminary results, I would expect that board size, the role of multiple large 

shareholders and the presence of a family CEO have no effect on firm performance.  

 

5.3 Multicollinearity 

Multicollinearity analysis in this study serves two purposes: to check for a multicollinearity 

problem and to observe correlations between variables used in the multivariate analysis. 

 

Multicollinearity is a problem in the OLS regression when variables are strongly correlated 

with each other. A rule of thumb suggests that one should be cautious when a correlation 

matrix shows that variables have correlation coefficients (r) above 0.5. Multicollinearity does 

not violate the OLS assumption of being the best linear unbiased estimator (BLUE). It can, 

however, result in a broader confidence interval and a too high R-squared value. Pearson’s 

correlation matrix is used to check for multicollinearity in this study (see Table 20). 

According to Table 20 some variables are significantly correlated with each other with r 

higher than 0.5. An initial conclusion is that there may be a multicollinearity problem. 

 

Variance inflation factors (VIF)43 and tolerance indexes (1/VIF) (Table 31 to Table 34) are 

used to indicate the severity of heteroscedasticity problem. A VIF and a tolerance index are 

obtained from SAS Enterprise Guide (SAS EG), when running the regression analyses.  

 

Multicollinearity does not pose a serious problem in the regressions as long as VIFs are lower 

than 10 as a general rule of thumb. VIFs are presented individually for every variable with 

regression models in the “VIF” columns (See Table 23 to Table 30). Tolerance indexes are 

presented separately in tolerance index tables (Table 31 to Table 34). VIFs and tolerance 

indexes show that multicollinearity is not problematic in the regression models in this study 

because VIFs of each variable do not exceed 10.   

 

The Pearson correlation matrix shows that family firms typically have CEO duality structures, 

smaller fractions of independent directors and Chairmen who are largest shareholders. Fama 

and Jensen (1983) explain that it may be more efficient for smaller firms to have one leader. 

Family firms are negatively correlated with firm assets and leverage. 

                                                 
43 VIF is shown in the multivariate analysis.  
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Table 20: Pearson correlation matrix 

This table shows correlation matrixes of all variables used in the study. Total sample includes 88 firms and 176 observations of listed companies on both SET and MAI excluding financial companies 
and companies under rehabilitation in 2009 and 2014. * (Asterisk) denotes significant correlation at 90% significance level (P-value<10%) 

Pearson Correlation Coefficients, N = 176  
Prob > |r| under H0: Rho=0 

 
Year 

Dummy 
Firm 
age 

BOD 
Size 

CEO 
Duality 

Independent 
director 

ratio 

Independent 
Chairman 

Chairman is 
the major 

Shareholde
r 

% Largest 
shareholde

r 

Ownership 
up to 

25%_D 

Ownership  
> 25%_D 

Dominant 
_dummy 

Contestability 
ratio 

Coalition 
>25% 

dummy 

%Family 
ownership 

Family 
firm 

Family 
CEO 

Asset 
Tobin’s 

Q 
ROA 

Leve
rage 

Year_Dummy 1                    

Firm age 
0.2184* 

0.0036 
 

1                   

BOD Size 
0.0864 

0.2540 
 

0.3941* 

<.001 
 

1                  

CEO Duality 
-0.027 

0.7209 
 

0.126 

0.0958 
 

-0.112 

0.1404 
 

1                 

Independent  
director ratio 

0.07866 

0.2994 
 

-0.218* 

0.0037 
 

-0.229* 

0.0022 
 

0.08784 

0.2463 
 

1                

Independent  
Chairman 

0.01302 

0.8638 
 

-0.1456* 

0.0538 
 

-0.0489 

0.5190 
 

-0.318* 

<.0001 
 

0.3167* 

<.0001 
 

1               

Chairman is the 
 Major Shareholder 

0.00000 

1.0000 
 

0.10172 

0.1792 
 

-0.0331 

0.6627 
 

0.419* 

<.0001 
 

-0.167* 

0.0260 
 

-0.5208* 

<.0001 
 

1              

% Largest  
shareholder 

-0.0526 

0.4878 
 

0.07896 

0.2976 
 

-0.0572 

0.4509 
 

0.1635* 

0.0301 
 

0.04404 

0.5617 
 

-0.08608 

0.2560 
 

0.17665 

0.0190 
 

1             

Ownership up to 25% 
Dummy 

0.07873 

0.2990 
 

-0.1686* 

0.0253 
 

-0.0799 

0.2917 
 

-0.1252* 

0.0977 
 

0.03539 

0.6410 
 

0.08272 

0.2751 
 

-0.197* 

0.0088 
 

-0.692* 

<.0001 
 

1            

Ownership > 25% 
Dummy 

-0.0828 

0.2743 
 

0.12218 

0.1062 
 

0.09833 

0.1942 
 

0.15278 

0.0429 
 

0.01006 

0.8945 
 

-0.13561 

0.0727 
 

0.18145 

0.0159 
 

0.6544* 

<.0001 
 

-0.9089* 

<.0001 
 

1           

Dominant 
Dummy 

-0.0829 

0.2743 
 

0.12218 

0.1062 
 

0.09833 

0.1942 
 

0.15278* 

0.0429 
 

0.01006 

0.8945 
 

-0.13561 

0.0727 
 

0.18145 

0.0159 
 

0.6544* 

<.0001 
 

-0.9088* 

<.0001 
 

1.000* 

<.0001 
 

1          

PContestability ratio 
0.07573 

0.3178 
 

0.01556 

0.8376 
 

-0.0371 

0.6248 
 

0.10543 

0.1638 
 

0.05434 

0.4738 
 

-0.08580 

0.2575 
 

0.12878 

0.0885 
 

0.7045* 

<.0001 
 

-0.5105* 

<.0001 
 

0.448* 

<.0001 
 

0.4477* 

<.0001 
 

1         

Coalition >25% dummy 
-0.083 

0.2737 
 

0.02642 

0.7278 
 

0.07683 

0.3108 
 

-0.1324* 

0.0798 
 

-0.02166 

0.7754 
 

0.13877 

0.0662 
 

-0.12367 

0.1020 
 

-0.3993* 

<.0001 
 

0.1573* 

0.0370 
 

-0.190* 

0.0115 
 

-0.19* 

0.0115 
 

-0.5281* 

<.0001 
 

1        

%Family ownership 
-0.0508 

0.5032 
 

0.10879 

0.1506 
 

-0.0724 

0.3397 
 

0.18123* 

0.0161 
 

0.04251 

0.5753 
 

-0.11304 

0.1352 
 

0.33809* 

<.0001 
 

0.72* 

<.0001 
 

-0.5222* 

<.0001 
 

0.4735* 

<.0001 
 

0.4735* 

<.0001 
 

0.5718* 

<.0001 
 

-
0.3642* 

<.0001 
 

1       

Family firm 
-0.0249 

0.7428 
 

0.17431* 

0.0207 
 

-0.0116 

0.8790 
 

0.17290* 

0.0217 
 

0.04592 

0.5450 
 

-0.07721 

0.3085 
 

0.30915* 

<.0001 
 

0.2973* 

<.0001 
 

-0.3451* 

<.0001 
 

0.2958* 

<.0001 
 

0.2958* 

<.0001 
 

0.2948* 

<.0001 
 

-0.1718* 

0.0226 
 

0.811* 

<.0001 
 

1      

Family CEO 
-0.0119 

0.8750 
 

0.07691 

0.3103 
 

-0.0798 

0.2926 
 

0.13857* 

0.0666 
 

0.09678 

0.2013 
 

-0.03841 

0.6128 
 

0.28201* 

0.0001 
 

0.15852 

0.0356 
 

-0.10340 

0.1721 
 

0.05309 

0.4841 
 

0.05309 

0.4841 
 

0.144* 

0.0554 
 

-0.145* 

0.0543 
 

0.5649* 

<.0001 
 

0.6798* 

<.0001 
 

1     

Asset 
0.14439* 

0.0559 
 

0.13872* 

0.0663 
 

0.3918* 

<.0001 
 

-0.1393* 

0.0653 
 

-0.02817 

0.7105 
 

0.00155 

0.9837 
 

-0.17955 

0.0171 
 

-0.01577 

0.8354 
 

-0.06852 

0.3662 
 

0.09511 

0.2092 
 

0.09511 

0.2092 
 

-0.04010 

0.5972 
 

-0.01120 

0.8828 
 

-0.2728* 

0.0002 
 

-0.266* 

0.0003 
 

-
0.2903* 

<.0001 
 

1    

Tobin’s Q 
0.20274* 

0.0070 
 

0.00352 

0.9630 
 

0.01612 

0.8318 
 

-0.1034 

0.1721 
 

-0.07677 

0.3112 
 

0.03858 

0.6112 
 

0.15108 

0.0453 
 

0.07824 

0.3020 
 

0.04955 

0.5137 
 

-0.06199 

0.4137 
 

-0.06199 

0.4137 
 

0.09904 

0.1909 
 

0.02834 

0.7088 
 

0.05836 

0.4416 
 

-
0.05283 

0.4862 
 

-0.01443 

0.8492 
 

0.03963 

0.6015 
 

1   

ROA 
-0.0265 

0.7272 
 

0.07771 

0.3053 
 

0.07733 

0.3077 
 

-0.1133 

0.1342 
 

-0.206* 

0.0061 
 

0.00151 

0.9841 
 

0.13205 

0.0806 
 

-0.02676 

0.7244 
 

-0.03442 

0.6502 
 

0.06790 

0.3706 
 

0.06790 

0.3706 
 

-0.03566 

0.6384 
 

0.03160 

0.6772 
 

-0.04630 

0.5418 
 

-0.06871 

0.3649 
 

0.01226 

0.8717 
 

0.05196 

0.4934 
 

0.459* 

<.001 
 

1  

Leverage 
0.09740 

0.1984 
 

-0.029 

0.6995 
 

0.2423* 

0.0012 
 

-0.1492* 

0.0481 
 

0.16452 

0.0291 
 

0.224* 

0.0028 
 

-0.16358 

0.0301 
 

-0.11589 

0.1256 
 

0.05679 

0.4540 
 

-0.05100 

0.5015 
 

-0.05100 

0.5015 
 

0.01027 

0.8924 
 

-0.04855 

0.5222 
 

-0.181* 

0.0156 
 

-0.188* 

0.0123 
 

-0.177* 

0.0187 
 

0.602* 

<.0001 
 

0.104 

0.1702 
 

-
0.042 

0.5 
 

1 
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5.5 Multivariate analysis 

This section discusses multivariate results of ownership structure, board composition and 

leadership structure on market performance measures (Tobin’s Q) and accounting 

performance measures (ROA).  

 

5.5.1 Large owner and firm performance 

The largest shareholder’s ownership variable has a positive and significant impact on Tobin’s 

Q but not on ROA. Model 1a (B) shows that 1 unit increase in ownership of the largest 

shareholder leads to an increase in Tobin’s Q by 0.8 unit, all else equal. The variable result is 

significant at a 10% significance level for Model 1a (B). Model 1a (A), 1a (B), 1b (A) and 1b (B) 

show that the percentage of ownership owned by the largest shareholder has a positive 

impact on Tobin’s Q. Model 1a (A) is chosen because both r-squared and adjusted r-squared 

are the highest among these models. Additionally, the F-test shows that Model 1a (B) is a 

better linear model. Therefore, Hypothesis 1a is accepted. The positive result is consistent 

with the result by Claessens et al. (2002) and Boonyawat (2013). Boonyawat (2013) finds that 

1 unit increases in ownership by the largest shareholder leads to an increase in a quasi Q of 

0.504, ceteris paribus. Claessens et al. (2002) show that large owners increase a market-to-

book ratio by 0.013 units, ceteris paribus. A discrepancy between the coefficients can be 

explained by a different sample period and the calculation method of the dependent variable. 

A relationship between presence of a dominant shareholder and firm performance is not 

found. This can potentially be due to the sample size. 

 

The result implies that an incentive effect outweighs an entrenchment effect. Large 

shareholders are not necessarily motivated to hold a large ownership stake only to 

expropriate (Holderness and Sheehan, 1987). Consistent with Shleifer and Vishny (1997)’s 

recommendation, a large shareholder is a component for good corporate governance. The 

finding contradicts the conclusion proposed by Dhanadirek and Tang (2003) that ownership 

concentration should be limited.  

 

5.5.2 Family owner and firm performance 

The main results do not indicate a significant relationship between the family ownership or 

presence of a family owner variables and the performance measures (Model 3 to 4). 

Interestingly, both the family ownership variable and the presence of a family owner variable 

become significant when the dependent variable is the alternative ROAa. Model 3a (A) shows 
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that 1 unit increase in the ownership by a family leads to a 0.049 units decrease in ROAa, all 

else equal (Table 56 in appendix). Similarly, Model 4a (A) (appendix Table 57) demonstrates 

that if a firm has a family presence, the ROAa decreases by 0.022 units, ceteris paribus. Both 

results are significant at a 95% significance level. Other model specifications using ROAa also 

show significant results. Even though no significant relationship is observed for main 

performance measures, Model 3a (A) and Model 4a (A) for the ROAa are chosen because of a 

higher significant level of F-statistics and an adjusted r-squared. Therefore, Hypothesis 2a 

and 2b can be rejected based on alternate ROAa, and family ownership and presence has a 

negative impact on firm performance.  

 

The finding is very close to the result reported by Cronqvist and Nilsson (2003), that finds a 

negative coefficient of 0.034 of a founding family vote ownership on ROA44. Similarly, they 

also find a negative relationship between a non-founder family vote ownership with a 

coefficient of 0.044.  

 
Consistent with the analysis from Table 16, family CEOs have no relationship with firm 

performances. Hence, hypothesis 6 is rejected.  

 

One would have anticipated that the outcome of a family owner would have been in tandem 

with that of the dominant shareholder because they largely consist of family owners. There 

are three hypotheses for this occurrence: a reduced cost of expropriation, unprofessional 

management, and a reluctance to give up control. An active management by family members 

reduces marginal costs of expropriation and hence incentivising family members to 

expropriate. Secondly, family members may not be qualified as professional managers, use 

high degree of nepotisms to navigate succession plan, possess a higher degree of risk-

aversion (Anderson et al., 2012) and make inefficient investment decisions (Cronqvist and 

Nilsson, 2003). Companies are not being managed optimally as a consequence. Thirdly, 

family members may be reluctant to give up control and reject value-adding takeovers, hence 

affecting minority shareholders. The first hypothesis is supported by low efficiency margins 

previously shown (in Table 15 and Table 16). The second hypothesis is supported by evidence 

shown in Table 15. The third hypothesis is supported by fewer takeover deals, private equity 

deals and VC deals in Thailand. 

 

Thus far, the evidence demonstrates that small family firms in Thailand suffer from lack of 

access to sources of funds for expansion. This conclusion is based on the very low degree of 

leverage due to the fear of debt, as well as the reluctance to give up control because of the 

                                                 
44 Cronqvist and Nilsson (2003) calculated ROA using EBITDA/Book value of total assets 
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perception that a family firm is an inheritance that is not to be disposed. Lastly, an under-

developed capital market impose barriers to obtain external funding making families relying 

solely on retained earnings and leverage.  

 

According to the family business map proposed by Bennedsen and Fan (2014) shown in 

Figure 6, a family needs to evaluate what family assets the firm possesses and what are 

current family roadblocks. Based on the assessment, the family firm is placed in either of four 

quadrants: Exit/Passive, Family Driven, Delegated or Closely-held. Each quadrant comes 

with a strategy based on ownership (family, dilution or external) and management (family or 

external) to secure the business in terms of longevity and performance. 

 
Family assets typically include the family name, family legacy, cultural values, and political 

networks. Family roadblocks include the power of numbers of generations45, competition and 

growth, inheritance tax and exposure to globalization.  

 

For example, the Chiarawanon family (the owner of the CP Group conglomorate46) has high 

assets based on a strong family name and strong political networks. It has low roadblocks 

because its business has a strong monopoly power. Furthermore, it also benefits from an 

economy of scale from being a large conglomerate. In this case, the family is placed in the 

Closely-held quadrant. Hence, the family does not need to dilute its ownership nor outsource 

its management to professional managers.  

 

On the other hand, Sombatsiri family (the owner of Swissotel Park Nai Lert, Bangkok) has 

operated in a hotel business for 101 years. Currently, the fourth generation is managing the 

company. The family has a reputable name, a legacy and political networks. It has gained its 

networks and wealth from being in the royal military. Family members are socialites. 

However, a hotel business is a very competitive business in Bangkok. Its roadblock is 

considered to be very high. Therefore, the family should be placed in between the family- 

driven quadrant and the exit quadrant. However, the company has had net losses for the past 

three years because it is reluctant to dilute its ownership. Therefore, it had to recently 

announce the closure of the business. Consequently, losses are imposed on the minority 

shareholders. In addition, longevity of the inheritance is no longer preserved.  

 

                                                 
45 When family tree goes through many generations, ownership gets diluted. Later generations do not feel the close ties with 
their relatives 
46 Equivalent to Samsung family in Korea 
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Figure 6: Family business map proposed by Bennedsen and Fan (2014) 

 
Source: Bennedsen and Fan (2014) 

 

Family firms are prominent in Thailand. They account for a large percentage of the GDP and 

capital market (see Table 60 in the appendix). Therefore, it is crucial for the government and 

regulators to develop governance for family-controlled firms. The three problems faced by 

family firms can be solved by providing education and access to external financing. Educating 

family firms about disadvantages and advantages of ownership dilution and the underlying 

rationalities behind the family business map will help alleviating their reluctance to give up 

control. Improving access to an equity market for family firms will also help solving the 

external funding problem. This could for example be done by reducing barriers for foreign 

capitals (e.g. private equity and venture capital) to invest in Thai companies and improving 

the institutional environment.  

 

These initiations will allow family firms to have more alternatives for financing and enable 

them to grow. Growing firms translate into increasing GDP. Also, encouraging investments 

from private equity firms and venture capitals will automatically improve overall corporate 

governance among Thai firms, due to a stricter control. 

 

5.5.3 Role of multiple large shareholder on firm performance 

The power of the second largest shareholder as measured by the contestability ratio and the 

coalition power of other large shareholders as measured by a concentration dummy do not 

impact firm performances. Hence, Hypotheses 3a and 3b is rejected. This can be elucidated 

by the nature of Thai firms whose controlling shareholders generally have the ultimate 

power. Additionally, as described in earlier section, the protection of minority shareholders 

in Thailand is weak.  
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5.5.4 Board characteristics and firm performance 

Size of board shows no impact on firm performance. The result is consistent with the initial 

findings presented in the summary statistics section and the correlation matrix. It appears 

that board size in Thailand behaves in accordance with the finding by Coles et al. (2008). 

Therefore, hypothesis 5 is accepted.  

 

In contradiction with traditional beliefs and the hypothesis; independent directors have 

negative impact on firm performance according to both market and accounting measures in 

Thailand. Model 1b (B) demonstrates that a unit increase in the ratio of independent director 

decreases Tobin’s Q by 1.502 units, all else equal. The result is significant at a 90% 

significance level. Model 1b (B) is chosen because the F-statistic is statistically significant and 

has the highest r-squared and adjusted r-squared. Model 3b (B) shows that a 1 unit increase 

in the ratio of independent director leads to a 0.129 units decrease in ROA, ceteris paribus. 

The result is statistically significant at a 95% significance level. This model is chosen because 

it illustrates the highest adjusted r-squared. The coefficients are higher than the findings by 

Agrawal and Knoeber (1996)47 and Bhagat and Bolton (2008)48. 

 

Four theories could explain this finding: an optimisation theory, a life-cycle theory, a window 

dressing theory and an endogeneity theory.  

 
The optimisation theory proposes that the board composition depends on the firm’s need for 

information and monitoring. The life-cycle theory argues that the supervision role of the 

board and the monitoring role of the board are subject to the growth stage of the firm. The 

two theories indicate that Thai firms are still in a growth stage where the need for supervisory 

outweighs the need for monitoring. Similarly, Bhagat and Bolton (2008) also conclude the 

finding that firms cannot increase the number of independent directors to improve 

performances. Lastly, Sur et al. (2013) propose that family owners choose the director of the 

board who acts as an advisor over a monitor (See Table 21).  

 
The window-dressing theory can partially explain the finding. Sur et al. (2013) contends that 

family owners who are major shareholders can exert their influences over a board-selection 

process. In this way, they can choose someone whom they have personal connections with 

and therefore one that is not entirely independent. The theory cannot account, however, for 

                                                 
47 Agrawal and Knoeber (1996) find that outside directors has negative impact on Tobin’s Q. The coefficient is -0.007. The result is 
significant at 99% significance level. 
48 Bhagat and Bolton (2008) finds that independent director has negative impact on both ROA and Tobin’s Q. The coefficient is -0.052 for 

ROA based on OLS. The result is statistically significant at a 99% significance level. Coefficient is -0.666 for Tobin’s Q based on OLS. The 
result is statistically significant at a 99% significance level. 
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the finding entirely because empirical evidence supporting the window-dressing theory do 

not find a negative correlation between independent directors and firm performance.  

Table 21: Comparative overview of board ownership type 

  Institutional owner Corporate owner Individual/family owner 

Risk of concern Market-specific Firm-specific Ideology-specific 
Imperative Structure Strategy Leadership 
Theoretical perspective Agency Resource dependency Behavioural 
Primary governance function Mitigating agency Resource providing Resource providing 
Board function Monitoring Strategy Service 
Choice of director Independent Affiliated Insider 

Souce: Sur et al. (2013) 

 

Lastly, Hermalin and Weisbach (2003) argue that independent directors are added as a 

consequence of poor firm performance and thereby a negative relationship between 

independent directors and firm performance exists. Board characteristic affects certain 

actions such as a CEO-turnover and consequently affecting firm performance. Board 

characteristic does not directly affect firm performance unless out of equilibrium (see 

illustration in Figure 7).  

 

Figure 7: Relationship between board of directors and firm performance 

 
Source: Figure from Palitwanon (2016)  

Based on Hermalin and Weisbach (2003) 

 

5.5.5 Leadership structure and firm performance 

The results show that a major shareholder Chairman variable has a positive effect on both 

ROA and Tobin’s Q. The result is robust to changes in model specifications. Model 1a (A) 

shows that Tobin’s Q increases by 0.4 units when a firm has a Chairman who is also the 

largest shareholder, ceteris paribus. The result is significant at a 95% significance level. 

Model 3a (B) shows that ROA increases by 0.025 unit when the Chairman is also the largest 

shareholder, ceteris paribus. The result is also significant at a 95% significance level. The two 

models are chosen based on the highest F-statisitcs, R-squared and adjusted r-squared. 

However, an independent Chairman does not affect firm performance. The positive result 

from a major shareholder Chairman could be driven by a founder Chairman because 90% of 

Thai family firms are still in the first and the second generation (Suehiro and Wailerdsak, 

2004). The speculation is consistent with the claim made by Villalonga and Amit (2006).  
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The findings poses new beliefs on corporate governance in Thailand. The result contradicts 

the World Bank (2013)’s and the SEC’s recommendations. Once again, this illustrates that 

there is no one solution that fits all firms in all countries (Aguilera and Jackson, 2010). The 

fact that a major shareholder Chairman has a positive impact while an independent 

Chairman has no impact on firm performance reinforces the optimisation theory discussed 

earlier. In addition, it also indicates that Thai firms are still growing and a monitoring need is 

secondary.  

Table 22 shows that firms in Thailand are still on average much smaller than firms in the US, 

Germany and Canada. Moreover, Thailand is still considered to be in an emerging market 

where the growth potential is high. Lastly, the other countries do not have as highly 

concentrated ownership structures as in Thailand. Thereby, a monitoring need for Thai firms 

is low compared to Western countries due to alignment effects.  

 
Table 22: Comparison of CAPEX to sales, R/D to sales and Assets (in USDs) between Thailand and selected 

Western countries. 

 
CAPEX to sales R/D to sales Assets (in USD) 

Thailand 5.88% 0.96% 1,030.73 
USA 7.61% 3.73% 19,149.50 
Germany 6.60% 5.56% 14,936.42 
Canada 11.10% 1.02% 5,642.72 

Source: Palitwanon (2016). 
Note: The number is obtained from listed companies excluding financial institutions in 2009 and 2014. Summary statistics 

(Mean) function  

 
Interestingly, evidence from the classification analysis section demonstrates that firms with 

independent Chairmen display higher operational efficiencies. On the contrary, firms with 

major shareholder Chairmen illustrate low efficiency margins. The interpretation is that 

having an independent Chairman increases the monitoring function and consequently 

reducing expropriation of assets. In addition, the evidence reinforces the implication made 

by Bhagat and Bolton (2008) that a firm can increase independency to increase the 

monitoring function but not to increase firm performance.  

 
As expected, a CEO duality structure has negative impact on firm performance. However, 

only when the Chairman is the largest shareholder. Model 1a (A) shows that having a CEO 

duality structure decreases Tobin’s Q by 0.369 units, when the Chairman is the largest 

shareholder and all else equal. Model 4a (A) shows that a CEO duality structure decreases 

ROA by 0.027 units, ceteris paribus. The results are both significant at a 95% significance 

level and robust to changes in model specifications. The result underlines the finding by 

Coles and Hesterly (200) and Bhagat and Bolton (2008).  

 
This result, on the other hand, is consistent with the recommendation by the SET. The most 

plausible explanation for this finding is the entrenchment theory. A CEO duality structure 

gives a CEO too much power and therefore the ability to expropriate. It is important to 



Copenhagen Business School Master thesis Supervisor: Steffen Brenner 

 

 65 

separate a decision controller from a decision manager (Fama and Jensen, 1983). However, 

the result contradicts the previous interpretation that monitoring need is secondary. 

Interestingly, a CEO duality structure only illustrates a negative result when the Chairman is 

also the largest shareholder. Thereby, one can infer that having a separation of labour can 

lead to a more efficient decision-making process. A CEO focuses on day-to-day operations 

while the Chairman focuses on strategic decisions for firms hence leading to better firm 

performance. The finding indicates that when firms have Chairmen who are major 

shareholders, the CEO roles should be occupied by different people to compensate for the 

lack of monitoring. There are then two possibilities for the type of CEO. It can be a 

professional CEO or it can also be a descendant CEO in the case of a family firm, consistent 

with the succession process described by Vancil (1987; cited in Brickley et al., 1997).  

 

5.5.6 Regression-related problem 

There are three main problems associated with the regression analysis: an endogeneity 

problem, an omitted-variable bias and a heteroscedasticity problem.  

 

The endogeneity problem has already been discussed in the methodology section. It can be 

mitigated by using a panel data.  

 
An omitted-variable bias is when a regression model leaves out important variables. The 

problem results in an overestimated or an underestimated coefficient. The models in this 

study demonstrate low F-statistics, low r-squared and low adjusted r-squared. It can be 

speculated that the models are subject to an omitted-variable bias. Important variables left 

out could be a ratio of control-right over cash flow right, a CEO tenure, a board tenure, a 

managerial ownership, a founder CEO, a descendant CEO, sales growth, R&D-to-sales and 

CAPEX-to-sales.  

 
Lastly, a heteroscedasticity problem is one of the most common problems when running OLS 

regressions. It causes the standard errors of coefficients to be biased. This problem violates 

the OLS assumption of being the best linear unbiased estimator. There are two ways to test 

for a heteroscedasticity problem: chi-square test and standard white-t heteroscedasticity 

robust value. Chi-square test is used in the multivariate analysis section (see Table 23 to 

Table 30) in this study. Only a p-value of chi-square is reported. If a p-value of a chi-square is 

higher than 0.1, the chi-square is not statistically significant and hence no heteroscedasticity 

problem. Table 23 to Table 30 demonstrate that there is no heteroscedasticity problem. 

Standard white-t heteroscedasticity robust values are reported in the sensitivity analysis 

section. 
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Table 23: The impact of ownership concentration on firm performance (Model 1a) 

This table shows results from multivariate analysis to examine the ownership concentration (Model 1a (A) and Model 1a(B)) on firm performance (Tobin’s Q and ROA). Definitions of all variables in 
the table are presented in Table 11. T- statistics are reported in t-value column for both models. Asterisk (*) denotes 10% significance level, (**) denotes 5% significance level, (***) denotes 1% 
significance level. R-square and Adjusted R-square explains the fit of the model. P value of Chi-square shows whether the model has heteroscedasticity problem. VIF is obtained from SAS EG and 
shows magnitude of multicollinearity problem.  

Model 1a (A): FPit =   β0 + β1 (% Largest shareholder)it + β2 (Contestability ratio)it + β3 (Board size)it  + β4 (Board independence ratios)it  +  β5 (Chairman is a major shareholder)it + β6 (CEO 
duality)it + β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit  

 
Model 1a (B): FPit =   β0 + β1 (% Largest shareholder)it + β2 (Concentration dummy)it + β3 (Board size)it  + β4 (Board independence ratios)it  +  β5 (Chairman is a major shareholder)it + β6 

(CEO duality)it + β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 
  Model 1a (A) Model 1a (B) 

  Tobin’s Q ROA (Net income/ Total assets) Tobin’s Q ROA (Net income/ Total assets) 

  Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF 

Intercept 1.902 1.85 0 0.04826 0.7 0 1.80844 1.8 0 0.04777 0.486 0 
                          
Ownership structure                         
% Largest shareholder 0.542 0.97 2.249 -0.01403 -0.37 2.2486 0.80445* 1.91 1.29517 -0.01269 -0.44 1.29517 
Dominant shareholder                         
% family ownership                         
Family presence                         
                          
Role of multiple block holders                         
Contestability ratio 0.0181 0.05 2.148        0.0001  0 2.14825             
Concentration of 2nd_10th>25%_dummy             0.23039 1.47 1.26449 0.00118 0.11 1.26449 
                          
Board characteristics                         
Board size -0.25589 -0.3 1.45566 -0.00502 -0.09 1.45566 -0.32462 -0.38 1.458 -0.00538 -0.09 1.458 
Board independent ratio -0.83705 -1.01 1.27516 -0.08582 -1.54 1.27516 -0.93699 -1.14 1.28111 -0.08633 -1.54 1.28111 
                          
Board Chairman characteristics                         
Chairman as a major shareholder 0.411** 2.57 1.41326 0.02326** 2.16 1.41326 0.41157** 2.59 1.4131 0.02326** 2.16 1.4131 
Independent Chairman                         
                          
CEO characteristics                         
CEO duality -0.3921** -2.13 1.32029 -0.02641** -2.12 1.32029 -0.36896** -2.01 1.32978 -0.02629** -2.11 1.32978 
Family CEO -0.09864 -0.63 1.22398 0.00204 0.19 1.22398 -0.07439 -0.48 1.2355 0.00216 0.2 1.2355 
                          
Control variables                         
Ln (Firm age) -0.09082 -0.49 1.38026 0.00712 0.57 1.38026 -0.11582 -0.63 1.38112 0.00699 0.56 1.38112 
Log (Firm asset) -0.04229 -0.68 1.97094 0.0044 1.05 1.97094 -0.04365 -0.72 1.92489 0.0044 1.07 1.92489 
Leverage 1.16712 1.61 1.79232 -0.03833 -0.78 1.79232 1.30465* 1.83 1.75634 -0.03763 -0.77 1.75634 
                          
Year fixed effect                         
Year dummy 0.39598*** 2.76 1.13723 -0.00508 -0.53 1.13723 0.42525*** 3.01 1.11887 -0.00493 -0.51 1.11887 
                          

Total observations 176 176 176 176 
R - squared 0.1248 0.0872 0.1362 0.0873 
Adjusted r - squared 0.0661 0.026 0.0783 0.0261 
P value of F statistics (Pr > F) 0.0200** 0.1803 0.0102** 0.1653 
P value > Chi square 0.7443 0.4375 0.7636 0.3147 
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Table 24: The impact of ownership concentration on firm performance (Model 1b) 

This table shows results from multivariate analysis to examine the ownership concentration (Model 1b (A) and Model 1b (B)) on firm performance (Tobin’s Q and ROA). Definitions of all variables in 
the table are presented in table 11. T- statistics are reported in t-value column for both models. Asterisk (*) denotes 10% significance level, (**) denotes 5% significance level, (***) denotes 1% 
significance level. R-square and Adjusted R-square explains the fit of the model. P value of Chi-square shows whether the model has heteroscedasticity problem. VIF is obtained from SAS EG and 
shows magnitude of multicollinearity problem.  

Model 1b (A): FPit =   β0 + β1 (% Largest shareholder)it + β2 (Contestability ratio)it + β3 (Board size)it  + β4 (Board independence ratios)it  +  β5 (Independent Chairman)it + β6 (CEO duality)it + 
β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 

 

Model 1b (B): FPit =   β0 + β1 (% Largest shareholder)it + β2 (Concentration dummy)it + β3 (Board size)it  + β4 (Board independence ratios)it +  β5 (Independent Chairman)it + β6 (CEO 
duality)it + β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 

  Model 1b (A) Model 1b (B) 

  Tobin’s Q ROA (Net income/ Total assets) Tobin’s Q ROA (Net income/ Total assets) 

  Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF 

Intercept 2.26236 2.18 0 0.06693 0.96 0 2.17684 2.14 0 0.06747 0.98 0 
                          
Ownership structure                         
% Largest shareholder 0.65516 1.15 2.23971 -0.00869 -0.23 2.23971 0.91238** 2.14 1.2835 -0.00716 -0.25 1.2835 
Dominant shareholder                         
% family ownership                         
Family presence                         
                          
Role of multiple block holders                         
Contestability ratio 0.01725 0.04 2.16923 0.00134 0.05 2.16923             
Concentration of 2nd_10th>25%_dummy             0.22769 1.41 1.28514 0.000158 0.01 1.28514 
                          
Board characteristics                         
Board size -0.2243 -0.25 1.45537 -0.00324 -0.05 1.45537 -0.2928 -0.33 1.45788 -0.00318 -0.05 1.45788 
Board independent ratio -1.4513* -1.69 1.3175 -0.12924** -2.25 1.3175 -1.50158* -1.76 1.31964 -0.1293** -2.25 1.31964 
                          
Board Chairman characteristics                         
Chairman as a major shareholder                         
Independent Chairman 0.04749 0.26 1.35617 0.00866 0.71 1.35617 0.01402 0.08 1.36484 0.00857 0.7 1.36484 
                          
CEO characteristics                         
CEO duality -0.18334 -1 1.24938 -0.01255 -1.02 1.24938 -0.1717 -0.94 1.25114 -0.01256 -1.02 1.25114 
Family CEO -0.00331 -0.02 1.15796 0.00759 0.73 1.15796 0.01979 0.13 1.16929 0.00762 0.73 1.16929 
                          
Control variables                         
Ln (Firm age) -0.10444 -0.55 1.37914 0.00638 0.5 1.37914 -0.12901 -0.68 1.38014 0.00631 0.5 1.38014 
Log (Firm asset) -0.05288 -0.83 2.00958 0.00414 0.97 2.00958 -0.05594 -0.9 1.95588 0.0041 0.97 1.95588 
Leverage 1.18502 1.56 1.87389 -0.04254 -0.84 1.87389 1.34753 1.81 1.83646 -0.04192 -0.83 1.83646 
                          
Year fixed effect                         
Year dummy 0.41855*** 2.87 1.133 -0.0038 -0.39 1.133 0.44692*** 3.11 1.11497 -0.00369 -0.38 1.11497 
                          

Total observations 176 176 176 176 
R - squared 0.0899 0.0642 0.1008 0.0642 
Adjusted r - squared 0.0288 0.0014 0.0405 0.0014 
P value of F statistics (Pr > F) 0.1464 0.4284 0.084* 0.4285 
P value > Chi square 0.9424 0.7861 0.8566 0.7258 



Copenhagen Business School Master thesis Supervisor: Steffen Brenner 

 

 68 

Table 25: The impact of dominant owner on firm performance (Model 2a) 

This table shows results from multivariate analysis to examine the impact of dominant owner (Model 2a (A) and Model 2a (B)) on firm performance (Tobin’s Q and ROA). Definitions of all variables 
in the table are presented in Table 11. T- statistics are reported in t-value column for both models. Asterisk (*) denotes 10% significance level, (**) denotes 5% significance level, (***) denotes 1% 
significance level. R-square and Adjusted R-square explains the fit of the model. P value of Chi-square shows whether the model has heteroscedasticity problem. VIF is obtained from SAS EG and 
shows magnitude of multicollinearity problem.  

Model 2a (A): FPit =   β0 + β1 (Dominant shareholder_dummy)it + β2 (Contestability ratio)it + β3 (Board size)it  + β4 (Board independence ratios)it  +  β5 (Chairman is a major shareholder)it + 
β6 (CEO duality)it + β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 

 

Model 2a (B): FPit =   β0 + β1 (Dominant shareholder_dummy)it + β2 (Concentration dummy)it + β3 (Board size)it  + β4 (Board independence ratios)it +  β5 (Chairman is a major 
shareholder)it + β6 (CEO duality)it + β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 

  Model 2a (A) Model 2a (A) 

  Tobin’s Q ROA (Net income/ Total assets) Tobin’s Q ROA (Net income/ Total assets) 

  Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF 

Intercept 1.60015 1.54 0 0.06108 0.87 0 1.94457 1.91 0 0.04865 0.71 0 
                          
Ownership structure                         
% Largest shareholder                         
Dominant shareholder -0.23408 -1.21 1.41939 0.01127 0.3911 1.41939 -0.07502 -0.43 1.15614 0.00779 0.66 1.15614 
% family ownership                         
Family presence                         
                          
Contestability                         
Contestability ratio 0.46715 1.51 1.33319 -0.01541 -0.74 1.33319             
Concentration of 2nd_10th>25%_dummy             0.09991 0.67 1.10972 0.00432 0.43 1.10972 
                          
Board characteristics                         
Board size -0.23566 -0.27 1.45688 -0.00735 -0.13 1.45688 -0.35738 -0.41 1.46444 -0.00734 -0.13 1.46444 
Board independent ratio -0.66666 -0.81 1.27834 -0.09246* -1.66 1.27834 -0.73129 -0.88 1.28289 -0.09306* -1.66 1.28289 
                          
Board Chairman characteristics                         
Chairman as a major shareholder 0.45031*** 2.81 1.4293 0.02166** 2 1.4293 0.45201*** 2.8 1.42968 0.02174** 2.01 1.42968 
Independent Chairman                         
                          
CEO characteristics                         
CEO duality -0.37623** -2.05 1.32122 -0.02704** -2.18 1.32122 -0.35757* -1.93 1.33162 -0.02678** -2.15 1.33162 
Family CEO -0.09839 -0.63 1.22292 0.00219 0.21 1.22292 -0.05769 -0.37 1.23143 0.00196 0.19 1.23143 
                          
Control variables                         
Ln (Firm age) -0.0504 -0.27 1.37298 0.00564 0.45 1.37298 -0.07177 -0.38 1.37648 0.00569 0.45 1.37648 
Log (Firm asset) -0.01568 -0.25 1.96708 0.00339 0.81 1.96708 -0.02485 -0.4 1.94634 0.00372 0.9 1.94634 
Leverage 0.86525 1.2 1.75592 -0.02726 -0.56 1.75592 1.03769 1.44 1.74678 -0.0295 -0.61 1.74678 
                          
Year fixed effect                         
Year dummy 0.33838** 2.37 1.13631 -0.00289 -0.3 1.13631 0.38245*** 2.67 1.12688 -0.00345 -0.36 1.12688 
                          

Total observations 176 176 176 176 
R - squared 0.1275 0.0906 0.1179 0.0886 
Adjusted r - squared 0.069 0.0296 0.587 0.0274 
P value of F statistics (Pr > F) 0.0313** 

 
0.1632 

 
0.0321** 0.1554 

P value > Chi square 0.7760 0.4155 0.7737 0.4681 
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Table 26: The impact of dominant owner on firm performance 

This table shows the results from multivariate analysis to examine the ownership concentration (Model 2b (A) and Model 2b (B)) on firm performance (Tobin’s Q and ROA). Definitions of all 
variables in the table are presented in Table 11. T- statistics are reported in t-value column for both models. Asterisk (*) denotes 10% significance level, (**) denotes 5% significance level, (***) 
denotes 1% significance level. R-square and Adjusted R-square explains the fit of the model. P value of Chi-square shows whether the model has heteroscedasticity problem. VIF is obtained from SAS 
EG and shows magnitude of multicollinearity problem.  

Model 2b (A): FPit =   β0 + β1 (Dominant shareholder_dummy)it + β2 (Contestability ratio)it + β3 (Board size)it  + β4 (Board independence ratios)it  +  β5 (Independent Chairman)it + β6 (CEO 
duality)it + β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 

 

Model 2b (B): FPit =   β0 + β1 (Dominant shareholder_dummy)it + β2 (Concentration dummy)it + β3 (Board size)it  + β4 (Board independence ratios)it  +  β5 (Independent Chairman)it + β6 

(CEO duality)it + β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 
  Model 2b (A) Model 2b (B) 

  Tobin’s Q ROA (Net income/ Total assets) Tobin’s Q ROA (Net income/ Total assets) 

  Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF 

Intercept 2.0454** 1.95 0 0.08099 1.16 0 2.40105** 2.34 0 0.06946 1.02 0 
                          
Ownership structure                         
% Largest shareholder                         
Dominant shareholder -0.15823 -0.8 1.3952 0.01517 1.16 1.3952 -0.00145 -0.01 1.13385 0.01168 0.99 1.13385 
% family ownership                         
Family presence                         
                          
Contestability                         
Contestability ratio 0.47229 1.48 1.3376 -0.01453 -0.69 1.3376             
Concentration of 2nd_10th>25%_dummy             0.09069 0.59 1.12379 0.00315 0.31 1.12379 
                          
Board characteristics                         
Board size -0.24139 -0.27 1.45687 -0.0076 -0.13 1.45687 -0.35876 -0.4 1.46453 -0.0071 -0.12 1.46453 
Board independent ratio -1.35218 -1.57 1.32219 -0.13489** -2.35 1.32219 -1.37427 -1.59 1.32349 -0.13527** -2.35 1.32349 
                          
Board Chairman characteristics                         
Chairman as a major shareholder                         
Independent Chairman 0.05422 0.3 1.35354 0.009 0.74 1.35354 0.0262 0.14 1.36655 0.00905 0.74 1.36655 
                          
CEO characteristics                         
CEO duality -0.15108 -0.83 1.24915 -0.01407 -1.15 1.24915 -0.14213 -0.77 1.25423 -0.01388 -1.13 1.25423 
Family CEO 0.00871 0.06 1.15218 0.00748 0.73 1.15218 0.04791 0.31 1.16155 0.00715 0.69 1.16155 
                          
Control variables                         
Ln (Firm age) -0.06688 -0.35 1.37168 0.00481 0.38 1.37168 -0.08745 -0.46 1.37524 0.00494 0.39 1.37524 
Log (Firm asset) -0.02899 -0.46 1.99174 0.00307 0.73 1.99174 -0.03971 -0.63 1.96751 0.00338 0.8 1.96751 
Leverage 0.8947 1.19 1.82333 -0.03096 -0.62 1.82333 1.08626 1.44 1.8178 -0.03352 -0.67 1.8178 
                          
Year fixed effect                         
Year dummy 0.36726** 2.52 1.13114 -0.0014 -0.14 1.13114 0.4101*** 2.8 1.12184 -0.00204 -0.21 1.12184 
                          

Total observations 176 176 176 176 
R - squared 0.0861 0.0715 0.0758 0.0694 
Adjusted r - squared 0.0248 0.0092 0.0138 0.0069 
P value of F statistics (Pr > F) 0.1754 0.3279 0.276 0.3556 
P value > Chi square 0.9879 0.7412 0.9593 0.5643 
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Table 27: The impact of ownership concentration classified by type of shareholder – family owner on firm performance (Model 3a) 

This table shows results from multivariate analysis to examine the ownership concentration classified by type of shareholder (Model 3a (A) and Model 3a (B)) on firm performance (Tobin’s Q and 
ROA). Definitions of all variables in the table are presented in Table 11. T-statistics are reported in t-value column for both models. Asterisk (*) denotes 10% significance level, (**) denotes 5% 
significance level, (***) denotes 1% significance level. R-square and Adjusted R-square explains the fit of the model. P value of Chi-square shows whether the model has heteroscedasticity problem. 
VIF is obtained from SAS EG and shows magnitude of multicollinearity problem.  

Model 3a (A): FPit =   β0 + β1 (% Family ownership)it + β2 (Contestability ratio)it + β3 (Board size)it  + β4 (Board independence ratios)it +  β5 (Chairman is a major shareholder)it + β6 (CEO 
duality)it + β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 

 

Model 3a (B): FPit =   β0 + β1 (% Family ownership)it + β2 (Concentration dummy)it + β3 (Board size)it  + β4 (Board independence ratios)it +  β5 (Chairman is a major shareholder)it + β6 (CEO 
duality)it + β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 

  Model 3a (A) Model 3a (B) 

  Tobin’s Q ROA (Net income/ Total assets) Tobin’s Q ROA (Net income/ Total assets) 

  Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF 

Intercept 1.86971 1.81 0 0.0419 0.61 0 1.92747* 1.91 0 0.04795 0.71 0 
                          
Ownership structure                         
% Largest shareholder                         
Dominant shareholder                         
% family ownership 0.17895 0.42 2.55078 -0.03363 -1.18 2.55078 0.49017 1.36 1.8347 -0.02729 -1.13 1.8347 
Family presence                         
                          
Contestability                         
Contestability ratio 0.20313 0.58 1.67432 0.00989 0.42 1.67432             
Concentration of 2nd_10th>25%_dummy             0.1892 1.22 1.23068 -0.00124 -0.12 1.23068 
                          
Board characteristics                         
Board size -0.318 -0.37 1.44812 -0.0032 -0.06 1.44812 -0.40938 -0.47 1.4566 -0.00309 -0.05 1.4566 
Board independent ratio -0.78301 -0.95 1.26821 -0.08459 -1.52 1.26821 -0.85405 -1.03 1.27386 -0.08432 -1.51 1.27386 
                          
Board Chairman characteristics                         
Chairman as a major shareholder 0.41138** 2.53 1.45397 0.02532** 2.32 1.45397 0.40068** 2.48 1.44984 0.02508** 2.3 1.44984 
Independent Chairman                         
                          
CEO characteristics                         
CEO duality -0.3835** -2.08 1.31997 -0.02702** 0.01239 1.31997 -0.35295* -1.91 1.33046 -0.02687** -2.16 1.33046 
Family CEO -0.13068 -0.72 1.65557 0.00922 0.76 1.65557 -0.16764 -0.95 1.56287 0.00805 0.68 1.56287 
                          
Control variables                         
Ln (Firm age) -0.08031 -0.43 1.38546 0.0085 0.68 1.38546 -0.11084 -0.59 1.38813 0.0082 0.65 1.38813 
Log (Firm asset) -0.02755 -0.45 1.91258 0.00359 0.88 1.91258 -0.01965 -0.32 1.91978 0.00364 0.89 1.91978 
Leverage 1.02415 1.44 1.70863 -0.03666 -0.77 1.70863 1.11326 1.57 1.71167 -0.03585 -0.75 1.71167 
                          
Year fixed effect                         
Year dummy 0.37832*** 2.66 1.1192 -0.00596 -0.62 1.1192 0.41184 2.91 1.11378 -0.00553 -0.58 1.11378 
                          

Total observations 176 176 176 176 
R - squared 0.1207 0.0941 0.1268 0.0932 
Adjusted r - squared 0.0617 0.0334 0.0682 0.0324 
P value of F statistics (Pr > F)    0.0271**      0.1186   0.0186** 0.1341 
P value > Chi square  0.7344  0.3936 0.7275 0.3609 
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Table 28: The impact of ownership concentration classified by type of shareholder – family owner on firm performance (Model 3b) 

This table shows results from multivariate analysis to examine the ownership concentration classified by type of shareholders (Model 3b (A) and Model 3b (B)) on firm performance (Tobin’s Q and 
ROA). Definitions of all variables in the table are presented in Table 11. T-statistics are reported in t-value column for both models. Asterisk (*) denotes 10% significance level, (**) denotes 5% 
significance level, (***) denotes 1% significance level. R-square and Adjusted R-square explains the fit of the model. P value of Chi-square shows whether the model has heteroscedasticity problem. 
VIF is obtained from SAS EG and shows magnitude of multicollinearity problem.  

Model 3b (A): FPit =   β0 + β1 (% Family ownership)it + β2 (Contestability ratio)it + β3 (Board size)it  + β4 (Board independence ratios)it +  β5 (Independent Chairman)it + β6 (CEO duality)it + β7 

(Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 
 
Model 3b (B): FPit =   β0 + β1 (% Family ownership)it + β2 (Concentration dummy)it + β3 (Board size)it  + β4 (Board independence ratios)it +  β5 (Independent Chairman)it + β6 (CEO duality)it 

+ β7 (Family CEO)it + β8 (Control variables)it  + αit (Year fixed effect) + εit 
  Model 3b (A) Model 3b (B) 

  Tobin’s Q ROA (Net income/ Total assets) Tobin’s Q ROA (Net income/ Total assets) 

  Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF 

Intercept 2.25067** 2.17 0 0.06429 0.93 0 2.27656** 2.24 0 0.06878 1.01 0 
                          
Ownership structure                         
% Largest shareholder                         
Dominant shareholder                         
% family ownership 0.38585 0.91 2.46471 -0.02055 -0.72 2.46471 0.65992 1.83 1.77271 -0.01625 -0.67 1.77271 
Family presence                         
                          
Contestability                         
Contestability ratio 0.15639 0.44 1.67176 0.00737 0.31 1.67176       
Concentration of 2nd_10th>25%_dummy             0.19571 1.23 1.24306 -0.00135 -0.13 1.24306 
                          
Board characteristics                         
Board size -0.30077 -0.34 1.44806 -0.00207 -0.04 1.44806 -0.39378 -0.45 1.45672 -0.00181 -0.03 1.45672 
Board independent ratio -1.41249 -1.65 1.31472 -0.12944** -2.26 1.31472 -1.43326* -1.68 1.3151 -0.12886** -2.25 1.3151 
                          
Board Chairman characteristics                         
Chairman as a major shareholder                         
Independent Chairman 0.06536 0.36 1.3535 0.00818 0.67 1.3535 0.03855 0.21 1.36532 0.00818 0.67 1.36532 
                          
CEO characteristics                         
CEO duality -0.17015 -0.93 1.24073 -0.01249 -1.02 1.24073 -0.15377 -0.84 1.24544 -0.01251 -1.02 1.24544 
Family CEO -0.08151 -0.44 1.63693 0.01226 0.99 1.63693 -0.11406 -0.64 1.5393 0.01139 0.95 1.5393 
                          
Control variables                         
Ln (Firm age) -0.10116 -0.53 1.38293 0.00719 0.57 1.38293 -0.12964 -0.68 1.38583 0.00702 0.55 1.38583 
Log (Firm asset) -0.03129 -0.5 1.95621 0.00358 0.85 1.95621 -0.0249 -0.4 1.96003 0.00361 0.86 1.96003 
Leverage 1.00866 1.36 1.78083 -0.04102 -0.83 1.78083 1.1151 1.51 1.78818 -0.04056 -0.82 1.78818 
                          
Year fixed effect                         
Year dummy 0.40475*** 2.79 1.1139 -0.00428 -0.44 1.1139 0.43526*** 3.02 1.10907 -0.00402 -0.42 1.10907 
                          

Total observations 176 176 176 176 
R - squared 0.087 0.0669 0.0943 0.0664 
Adjusted r - squared 0.0258 0.0043 0.0336 0.0338 
P value of F statistics (Pr > F) 0.1677 0.3898 0.1175 0.3962 
P value > Chi square 0.9578 0.8148 0.8630 0.7171 
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Table 29: The impact of presence of family owner on firm performance (Model 4a) 

This table shows results from multivariate analysis to examine the impact of family presence (Model 4a (A) and Model 4a (B)) on firm performance (Tobin’s Q and ROA). Definitions of all variables in 
the table are presented in Table 11. T-statistics are reported in t-value column for both models. Asterisk (*) denotes 10% significance level, (**) denotes 5% significance level, (***) denotes 1% 
significance level. R-square and Adjusted R-square explains the fit of the model. P value of Chi-square shows whether the model has heteroscedasticity problem. VIF is obtained from SAS EG and 
shows magnitude of multicollinearity problem.  

Model 4a (A): FPit =   β0 + β1 (Family presence_dummy)it + β2 (Contestability ratio)it + β3 (Board size)it  + β4 (Board independence ratios)it +  β5 (Chairman is a major shareholder)it + β6 

(CEO duality)it + β7 (Control variables)it  + αit (Year fixed effect) + εit 
 

Model 4a (B): FPit =   β0 + β1 (Family presence_dummy)it + β2 (Concentration dummy)it + β3 (Board size)it  + β4 (Board independence ratios)it +  β5 (Chairman is a major shareholder)it + β6 

(CEO duality)it + β7 (Control variables)it  + αit (Year fixed effect) + εit 
  Model 4a(A) Model 4a(B) 

  Tobin’s Q ROA (Net income/ Total assets) Tobin’s Q ROA (Net income/ Total assets) 

  Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF 

Intercept 1.73256 1.7 0 0.0462 0.67 0 1.95834* 1.94 0 0.04605 0.68 0 
                          
Ownership structure                         
% Largest shareholder                         
Dominant shareholder                         
% family ownership                         
Family presence -0.22145 -1.3 1.34649 -0.01406 -1.23 1.34649 -0.13836 -0.83 1.28163 -0.01395 -1.25 1.28163 
                          
Contestability                         
Contestability ratio 0.37896 1.34 1.12003 -0.00015 -0.01 1.12003             
Concentration of 2nd_10th>25%_dummy             0.09823 0.67 1.08056 0.00066 0.07 1.08056 
                          
Board characteristics                         
Board size -0.26063 -0.3 1.4526 0.00102 0.02 1.4526 -0.34728 -0.4 1.46111 0.000711 0.01 1.46111 
Board independent ratio -0.69326 -0.85 1.25702 -0.07628 -1.38 1.25702 -0.71603 -0.87 1.25975 -0.07646 -1.39 1.25975 
                          
Board Chairman characteristics                         
Chairman as a major shareholder 0.45128*** 2.85 1.40341 0.02651** 2.48 1.40341 0.46073*** 2.89 1.40417 0.02653** 2.49 1.40417 
Independent Chairman                         
                          
CEO characteristics                         
CEO duality -0.38771** -2.12 1.31717 -0.02708** -2.2 1.31717 -0.36215* -1.96 1.3267 -0.027** -2.18 1.3267 
Family CEO                         
                          
Control variables                         
Ln (Firm age) -0.03501 -0.19 1.39788 0.00987 0.79 1.39788 -0.05586 -0.3 1.40146 0.00981 0.78 1.40146 
Log (Firm asset) -0.03818 -0.63 1.88369 0.00298 0.74 1.88369 -0.03461 -0.57 1.88746 0.00299 0.74 1.88746 
Leverage 0.98326 1.39 1.7077 -0.03662 -0.77 1.7077 1.066 1.5 1.71149 -0.03641 -0.76 1.71149 
                          
Year fixed effect                         
Year dummy 0.3585** 2.55 1.10336 -0.00532 -0.56 1.10336 0.38513** 2.73 1.10569 -0.00526 -0.56 1.10569 
                          

Total observations 176 176 176 176 
R - squared 0.1269 0.0946 0.1199 0.0946 
Adjusted r - squared 0.074 0.0397 0.0665 0.0397 
P value of F statistics (Pr > F) 0.0308** 0.0584** 0.0174** 0.0792* 
P value > Chi square 0.7133 0.6094 0.6334 0.2292 
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Table 30: The impact of presence of family owner on firm performance (Model 4b) 

This table shows results from multivariate analysis to examine the impact of family presence (Model 4b (A) and Model 4b (B)) on firm performance (Tobin’s Q and ROA). Definitions of all variables 
in the table are presented in Table 11. T-statistics are reported in t-value column for both models. Asterisk (*) denotes 10% significance level, (**) denotes 5% significance level, (***) denotes 1% 
significance level. R-square and Adjusted R-square explains the fit of the model. P value of Chi-square shows whether the model has heteroscedasticity problem. VIF is obtained from SAS EG and 
shows magnitude of multicollinearity problem.  

Model 4b (A): FPit =   β0 + β1 (Family presence_dummy)it + β2 (Contestability ratio) it + β3 (Board size)it  + β4 (Board independence ratios)it +  β5 (Independent Chairman)it + β6 (CEO 
duality)it + β7 (Control variables)it  + αit (Year fixed effect) + εit 

 

Model 4b (B): FPit =   β0 + β1 (Family presence_dummy)it + β2 (Concentration dummy) it + β3 (Board size)it  + β4 (Board independence ratios)it  β5 (Independent Chairman)it + β6 (CEO 
duality)it + β7 (Control variables)it  + αit (Year fixed effect) + εit 

  Model 4b (A) Model 4b (B) 

  Tobin’s Q ROA (Net income/ Total assets) Tobin’s Q ROA (Net income/ Total assets) 

  Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF 

Intercept 2.17634** 2.11 0 0.07113 1.03 0 2.43925** 2.39 0 0.07269 1.07 0 
                          
Ownership structure                         
% Largest shareholder                         
Dominant shareholder                         
% family ownership                         
Family presence -0.10433 -0.62 1.26963 -0.00709 -0.63 1.26963 -0.01879 -0.11 1.20395 -0.00694 -0.63 1.20395 
                          
Contestability                         
Contestability ratio 0.40762 1.4 1.12614 0.00212 0.11 1.12614             
Concentration of 2nd_10th>25%_dummy             0.08081 0.54 1.09571 -0.00102 -0.1 1.09571 
                          
Board characteristics                         
Board size -0.26229 -0.3 1.45261 0.000999 0.02 1.45261 -0.34337 -0.39 1.46128 0.00129 0.02 1.46128 
Board independent ratio -1.35024 -1.58 1.30836 -0.12185** -2.13 1.30836 -1.33282 -1.55 1.30814 -0.12162** -2.13 1.30814 
                          
Board Chairman characteristics                         
Chairman as a major shareholder                         
Independent Chairman 0.05696 0.31 1.35134 0.00811 0.66 1.35134 0.02481 0.13 1.36361 0.00816 0.67 1.36361 
                          
CEO characteristics                         
CEO duality -0.15608 -0.86 1.2419 -0.01186 -0.97 1.2419 -0.13846 -0.75 1.24727 -0.0119 -0.98 1.24727 
Family CEO                         
                          
Control variables                         
Ln (Firm age) -0.05581 -0.29 1.39577 0.00863 0.68 1.39577 -0.07622 -0.4 1.39949 0.00866 0.68 1.39949 
Log (Firm asset) -0.04733 -0.76 1.91854 0.00269 0.65 1.91854 -0.04592 -0.73 1.91991 1.20395 0.64 1.91991 
Leverage 0.97475 1.32 1.78063 -0.04104 -0.83 1.78063 1.082 1.45 1.7885 -0.04115 -0.83 1.7885 
                          
Year fixed effect                         
Year dummy 0.38228*** 2.66 1.09984 -0.00388 -0.4 1.09984 0.40846*** 2.83 1.1022 -0.00388 -0.4 1.1022 
                          

Total observations 176 176 176 176 
R - squared 0.0846 0.0632 0.0753 0.0632 
Adjusted r - squared 0.0921 0.0064 0.0193 0.0064 
P value of F statistics (Pr > F) 0.1348 0.3549 0.2112 0.355 
P value > Chi square 0.9524 0.5823 0.8882 0.4637 
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Table 31: Tolerance level (1/VIF) for model 1 

 
Tolerance level (1/VIF) 

 
Tobin’s Q ROA (Net income/ Total assets) 

 
Model 1a 

(A) 
Model 1a 

(B) 
Model 1b 

(A) 
Mode l1b 

(B) 
Model1a 

(A) 
Model1a 

(B) 
Model1b 

(A) 
Model1b 

(B) 

% Largest shareholder 0.444642 0.772099 0.446486 0.77912 0.444721 0.772099 0.446486 0.77912 
Dominant shareholder_Dummy 

        
% family ownership 

        
Family presence_Dummy 

        
Contestability ratio 0.465549 

 
0.460993 

 
0.465495 

 
0.460993 

 
Concentration of 2nd_10th>25%_dummy 

 
0.790833 

 
0.778125 

 
0.790833 

 
0.778125 

Board size 0.686974 0.685871 0.68711 0.685928 0.686974 0.685871 0.68711 0.685928 
Board independent ratio 0.784215 0.780573 0.759013 0.685928 0.784215 0.780573 0.759013 0.685928 
Chairman as a major shareholder 0.707584 0.707664 

  
0.707584 0.707664 

  
Independent Chairman 

  
0.737371 0.732687 

  
0.737371 0.732687 

CEO duality 0.757409 0.752004 0.800397 0.800397 0.757409 0.752004 0.800397 0.799271 
Family CEO 0.817007 0.809389 0.863588 0.863588 0.817007 0.809389 0.863588 0.85522 
Firm age 0.724501 0.72405 0.72509 0.724564 0.724501 0.72405 0.72509 0.724564 
Firm asset size 0.507372 0.51951 0.497616 0.511279 0.507372 0.51951 0.497616 0.511279 
Leverage 0.557936 0.569366 0.533649 0.544526 0.557936 0.569366 0.533649 0.544526 
Year dummy 0.87933 0.893759 0.882613 0.882613 0.87933 0.893759 0.882613 0.896885 

 

Table 32: Tolerance level (1/VIF) for model 2 

 
Tolerance level (1/VIF) 

 
Tobin’s Q ROA (Net income/ Total assets) 

 
Model2a 

(A) 
Mode2a 

(B) 
Modl2b 

(A) 
Model2b 

(B) 
Model2a 

(A) 
Model2a 

(B) 
Model2b 

(A) 
Model2b 

(B) 

% Largest shareholder 
        

Dominant shareholder_Dummy 0.704528 0.864947 0.716743 0.881951 0.704528 0.864947 0.716743 0.881951 
% family ownership 

        
Family presence_Dummy 

        
Contestability ratio 0.750081 

 
0.747608 

 
0.750081 

 
0.747608 

 
Concentration of 2nd_10th>25%_dummy 

 
0.901128 

 
0.889846 

 
0.901128 

 
0.889846 

Board size 0.686398 0.682855 0.686403 0.686403 0.686398 0.682855 0.686403 0.682813 
Board independent ratio 0.782264 0.77949 0.756321 0.756321 0.782264 0.77949 0.756321 0.755578 
Chairman as a major shareholder 0.699643 0.699457 

  
0.699643 0.699457 

  
Independent Chairman 

  
0.738803 0.73177 

  
0.738803 0.73177 

CEO duality 0.756876 0.750965 0.800544 0.797302 0.756876 0.750965 0.800544 0.797302 
Family CEO 0.817715 0.812064 0.86792 0.860919 0.817715 0.812064 0.86792 0.860919 
Firm age 0.728343 0.726491 0.729033 0.727146 0.728343 0.726491 0.729033 0.727146 
Firm asset size 0.508368 0.513785 0.502074 0.508257 0.508368 0.513785 0.502074 0.508257 
Leverage 0.569502 0.572482 0.548447 0.550116 0.569502 0.572482 0.548447 0.550116 
Year dummy 0.880042 0.887406 0.884064 0.891393 0.880042 0.887406 0.884064 0.891393 

 

Table 33: Tolerance level (1/VIF) for model 3 

 
Tolerance level (1/VIF) 

 
Tobin’s Q ROA (Net income/ Total assets) 

 
Model3a 

(A) 
Mode3a 

(B) 
Model3b 

(A) 
Model3b 

(B) 
Model3a 

(A) 
Model3a 

(B) 
Model3b 

(A) 
Model3b 

(B) 

% Largest shareholder 
        

Dominant shareholder_Dummy 
        

% family ownership 0.392037 0.545048 0.405727 0.564108 0.392037 0.545048 0.405727 0.564108 
Family presence_Dummy 

        
Contestability ratio 0.597257 

 
0.598172 

 
0.597257 

 
0.598172 

 
Concentration of 2nd_10th>25%_dummy 

 
0.812559 

 
0.804466 

 
0.812559 

 
0.804466 

Board size 0.690551 0.690551 0.690579 0.686474 0.690551 0.68653 0.690579 0.686474 
Board independent ratio 0.788513 0.788513 0.760618 0.760398 0.788513 0.785016 0.760618 0.760398 
Chairman as a major shareholder 0.687772 0.687772 

  
0.687772 0.689731 

  
Independent Chairman 

  
0.738825 0.732429 

  
0.738825 0.732429 

CEO duality 0.757593 0.757593 0.805977 0.802929 0.757593 0.75162 0.805977 0.802929 
Family CEO 0.604022 0.604022 0.6109 0.649646 0.604022 0.639848 0.6109 0.649646 
Firm age 0.721782 0.721782 0.723102 0.721589 0.721782 0.720394 0.723102 0.721589 
Firm asset size 0.522854 0.522854 0.511193 0.510196 0.522854 0.520893 0.511193 0.510196 
Leverage 0.585264 0.585264 0.561536 0.559228 0.585264 0.584225 0.561536 0.559228 
Year dummy 0.893495 0.893495 0.897747 0.901656 0.893495 0.897843 0.897747 0.901656 

 

Table 34: Tolerance level (1/VIF) for model 4 

 
Tolerance level (1/VIF) 

 
Tobin’s Q ROA (Net income/ Total assets) 

 
Model4a 

(A) 
Mode4a 

(B) 
Model4b 

(A) 
Model4b 

(B) 
Model4a 

(A) 
Model4a 

(B) 
Model4b 

(A) 
Model4b 

(B) 

% Largest shareholder 
        

Dominant shareholder_Dummy 
        

% family ownership 
        

Family presence_Dummy 0.742672 0.780256 0.787631 0.830599 0.742672 0.780256 0.787631 0.830599 
Contestability ratio 0.892833 

 
0.887989 

 
0.892833 

 
0.887989 

 
Concentration of 2nd_10th>25%_dummy 

 
0.925446 

 
0.91265 

 
0.925446 

 
0.91265 

Board size 0.688421 0.684411 0.688416 0.684332 0.688421 0.684411 0.688416 0.684332 
Board independent ratio 0.795532 0.793808 0.764316 0.764444 0.795532 0.793808 0.764316 0.764444 
Chairman as a major shareholder 0.71255 0.712164 

  
0.71255 0.712164 

  
Independent Chairman 

  
0.740006 0.733348 

  
0.740006 0.733348 

CEO duality 0.759203 0.75375 0.805218 0.801751 0.759203 0.75375 0.805218 0.801751 
Family CEO 

        
Firm age 0.715369 0.713542 0.71645 0.714546 0.715369 0.713542 0.71645 0.714546 
Firm asset size 0.530873 0.529813 0.52123 0.520858 0.530873 0.529813 0.52123 0.520858 
Leverage 0.585583 0.584286 0.561599 0.559128 0.585583 0.584286 0.561599 0.559128 
Year dummy 0.906323 0.904413 0.909223 0.907276 0.906323 0.904413 0.909223 0.907276 



Copenhagen Business School Master thesis Supervisor: Steffen Brenner 

 

 75 

5.6 Sensitivity analysis 

A sensitivity analysis uses alternative proxies for accounting and market performance 

measures to check the robustness of the results. A sale-to-assets ratio is used as an 

alternative proxy for the accounting performance. Wiwattanakantang (2000) argues that 

EBIT, EBITDA or net income can be manipulated by the management. Therefore, revenue is 

a better proxy because it cannot be manipulated to the same degree. However, revenue 

should not be used as a dependent variable in the main analysis because it does not reflect 

any operation efficiency or reveal any expropriation. Therefore, it is only considered 

appropriate as a proxy for the sensitivity analysis purpose.  

 

Market value of equity divided by book value of equity is used as an alternative proxy for 

market performance. The market value of equity is calculated by multiplying the stock price 

by numbers of shares outstanding.  The variable is also introduced by Claessens et al. (2002). 

Book value of equity is taken from Compustat Global as of December 31st. Similar to the 

main analysis, alternative performance measures are winsorised at 5% and 95%. All results in 

the sensitivity analysis section are reported with a standard white-t heteroscedasticity robust 

statistics (in the parentheses).  

 

The sensitivity analysis confirms that there is a positive and significant relationship between 

firms with major shareholder Chairmen and firm performances (based on both market and 

accounting performance measures). Model 2a (A) demonstrates that a firm that has a major 

shareholder Chairman increases market-to-book ratio by 0.99 units, all else equal. The result 

is significant at a 95% significance level. Model 4a (B) shows that if a firm has a Chairman 

who is a major shareholder, a sale-to-assets ratio increases by 0.25 units, ceteris paribus. The 

result is significant at a 99% significance level. Model 2a (A) and Model 4a (B) are chosen 

because of the highest F-statistics, r-squared and adjusted r-squared. The relationship does 

not seem spurious because both a classification analysis and a correlation matrix show that 

there is an actual relationship between the major shareholder Chairman and firm 

performance.  

 

Secondly, the proxies illustrate that a negative relationship between a CEO duality structure 

and accounting performance is robust with the presence of a major shareholder Chairman. 

Model 4a (B) shows that having a CEO duality structure leads to a decrease in ROA by 0.19 

unit, ceteris paribus. Similar to previous criteria discussed earlier, Model 4a (B) is chosen 

because of the highest F-statistics, r-squared and adjusted r-squared.  
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Lastly, the proxies prove that the presence of a family owner variable has negative impact on 

accounting performance. Model 4a (B) also shows that a family presence decreases market-

to-book ratio by 0.29 units, ceteris paribus.  

 

Noteably, the contestability ratio, a concentration of other large shareholders ratio, an 

independent Chairman, a family CEO and the family presence variables as well as leverage 

become statistically significant when running the sensitivity analysis against a sale-to-assets 

ratio. On the contrary, the ratio of independent directors becomes insignificant in the 

sensitivity analysis.  

 

The contestability ratio demonstrates a positive coefficient with accounting performance. 

Model 4a (B) shows that the presence of the second largest shareholder decreases a sale-to-

assets ratio by 0.40 units, all else equal. The result is significant at a 95% significance level. 

Interestingly, the result contradicts the hypothesis that a contestability power should 

increase firm performance. Vindicating the result, a coalition dummy variable illustrates a 

negative relationship with a sale-to-assets ratio. Model 4a (B) shows that if a coalition of the 

2nd to 10th largest shareholders exceeds 25%, the sale-to-assets ratio decreases by 0.22 units, 

ceteris paribus.  

 

Interestingly, roles of other large shareholders do not illustrate a positive cross monitoring 

effect as anticipated. The finding portrays an important characteristic in an emerging market, 

that large shareholders tend to form coalitions in Asia to expropriate (Faccio et al., 2001). 

Another possible explanation is that the sample is plagued with firms, which have more than 

one family as owner. The result could point at a weakness of the sample collection method 

which does not account for the effect of more than one owner family. Hence, it can be 

explained by Maury and Pajuste (2005) that the greatest benefits derived from having several 

large shareholders are when shareholders are of different types.  

 

In contradiction with the recommendation by the SET and the World Bank (2013), an 

independent Chairman has a negative effect on firm performance. Model 4b (B) shows that  

having an independent Chairman reduces sale-to-assets ratio by 0.17 units, ceteris paribus. 

The result reinforces the discussion in section 5.5.4 and section 5.5.5, that Thai firms possess 

stronger needs for supervisory than monitoring. On the other hand, firms with independent 

Chairmen demonstrate higher operational efficiencies. The finding supports the claim by 

Bhagat and Bolton (2008) that independency does not lead to an increase in firm 

performance. In addition, it supports the agency theory that an independent Chairman 

increases marginal cost of expropriation, hence higher efficiency margins.  
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Family CEOs negatively affect firm performance. Model 3a (B) shows that having a family 

CEO decreases sale-to-assets ratio by 0.23 units, all else equal. The result is significant at a 

99% significance level. The classification analysis section shows that firms with family CEOs 

do not necessarily perform worse based on firm performance measures. On the contrary, the 

evidence in the classification analysis section shows that firms with family CEOs are less 

efficient at managing cash and profits. Therefore, it can be speculated that there is a higher 

expropriation of private benefits in firms with family CEOs (Bertrand et al., 2008). Another 

conjecture is that family CEOs perform worse because the CEO is chosen from a smaller pool 

of talents (Bennedsen et al., 2007). 

 

Lastly, leverage has a negative and significant relationship with firm performance. Model 4a 

(B) shows that a 1 unit increase in leverage decreases sale-to-assets ratio by 1.93 units, ceteris 

paribus. Although Jensen and Meckling (1983) argue that debt helps disciplining managers. 

There are two explanations for the result. It seems like Thai firms may experience a debt 

overhang problem where banks impose strict covenants on firms for them not to invest in 

risky projects. Secondly, it can be interpreted as a fear of bankruptcy due to the experience 

from the financial crisis in 1997. Without risky investments, firms may lose out on growth 

opportunities and therefore it might result in value discounts of firms.   
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Table 35: Sensitivity analysis for model 1 

 
Market performance (Market-to-book ratio) Accounting performance (Sales-to-Sasset ratio) 

 
Model1a 

(A) 
Model1a 

(B) 
Model1b 

(A) 
Model1b 

(B) 
Model1a 

(A) 
Model1a 

(B) 
Model1b 

(A) 
Model1b 

(B) 

 
Coefficient 

(Standard white t-value) 

% Largest shareholder 0.35 1.42 0.57 1.70 -0.04 0.09 0.07 0.17 

 
(0.22) (0.95) (0.33) (1.05) (-0.14) (0.35) (0.26) (0.73) 

Contestability ratio 0.67 
 

0.69 
 

0.34 
 

0.30 
 

 
(0.97) 

 
(0.95) 

 
(1.62) 

 
(1.31) 

 
Concentration of 
2nd_10th>25%_dummy  

1.04 
 

1.16 
 

-0.22** 
 

-0.18** 

  
(0.54) 

 
(0.60) 

 
(-2.37) 

 
(-2.11) 

Board size 0.52 0.52 0.61 0.60 0.39 0.48 0.42 0.50 

 
(-0.25) (0.24) (0.28) (0.28) (0.85) (1.04) (0.91) (1.08) 

Board independent ratio 2.69 2.60 1.40 1.41 
 

0.37 0.29 0.31 

 
(-0.8) (0.78) (0.40) (0.40) 

 
(0.90) (0.70) (0.74) 

Chairman as a major shareholder 0.89** 0.88* 
  

0.25*** 0.25*** 
  

 
(1.98) (1.95) 

  
(2.93) (2.94) 

  
Independent Chairman 

  
0.08 0.02 0.33 

 
-0.20** -0.18* 

   
(0.15) (0.03) (0.79) 

 
(-1.93) (-1.73) 

CEO duality -0.52 -0.47 -0.09 -0.06 -0.19* -0.21** -0.14 -0.16 

 
(-1.15) (-0.99) (-0.21) (-0.14) (-1.81) (-2.08) (-1.41) (-1.59) 

Family CEO -0.38 -0.34 -0.17 -0.13 -0.26*** -0.27*** -0.2** -0.22** 

 
(-0.81) (-0.70) (-0.40) (-0.30) (-2.97) (-3.30) (-2.20) (-2.45) 

Firm age -0.37 -0.42 -0.41 -0.46 -0.08 -0.08 -0.09 -0.09 

 
(-0.75) (-0.84) (-0.82) (-0.90) (-0.82) (-0.78) (-0.91) (-0.88) 

Firm asset size -0.11 -0.12 -0.13 -0.15 0.03 0.03 0.02 0.01 

 
(-0.4) (-0.47) (-0.52) (-0.60) (1.00) (0.79) (0.46) (0.31) 

Leverage 4.05 4.41 4.13 4.56 -1.88*** -1.89*** -1.68*** -1.70*** 

 
(1.04) (1.11) (1.13) (1.22) (-5.27) (-4.94) (-4.36) (-4.17) 

Year dummy 1.00** 1.08*** 1.05*** 1.13*** -0.01 -0.02 0.00 -0.00 

 
(-2.53) (2.63) (2.67) (2.79) (-0.14) (-0.20) (0.03) (-0.03) 

R - square 0.08 0.08 0.07 0.07 0.21 0.22 0.19 0.20 
Adjusted r - square 0.02 0.02 0.00 0.00 0.15 0.17 0.13 0.14 

F statistics (P value) 
1.31 

(0.22) 
1.31 

(0.22) 
1.05 

(0.40) 
1.06 

(0.40) 
3.76 

(<0.001) 
4.06 

(<0.001) 
3.31 

(0.000) 
3.55 

(0.002) 

Sample size 172 

Note: * denotes 90% significance level, ** denotes 95% significance level, *** denotes 99% significance level. The notations 
apply to all other sensitivity analysis tables. All sensitivity analysis tables show standard white-t heteroscedasticity robust error.  
 
Table 36: Sensitivity analysis for model 2 

 
Market performance (Market-to-book ratio) Accounting performance (Sales-to-asset ratio) 

 
Model2a 

(A) 
Mode2a 

(B) 
Model2b 

(A) 
Model2b 

(B) 
Model2a 

(A) 
Model2a 

(B) 
Model2b 

(A) 
Model2b 

(B) 

 
Coefficient 

(Standard white t-value) 

Dominant shareholder -1.00* -0.42 -0.85 -0.27 -0.07 -0.01 -0.03 0.02 

 
(-1.67) (-0.68) (-1.38) (-0.43) (-0.58) (-0.11) (-0.29) (0.18) 

Contestability ratio 1.61*** 
 

1.64*** 
 

0.37** 
 

0.36* 
 

 
(2.39) 

 
(2.43) 

 
(2.11) 

 
(1.97) 

 
Concentration of 
2nd_10th>25%_dummy  

0.41 
 

0.39 
 

-0.22*** 
 

-0.18** 

  
(0.95) 

 
(0.87) 

 
(-2.66) 

 
(-2.08) 

Board size 0.86 0.32 0.87 0.34 0.42 0.02 0.42 0.46 

 
(0.39) (0.14) (0.38) (0.15) (0.91) (0.94) (0.93) (1.02) 

Board independent ratio 3.14 2.87 1.69 1.57 0.35 0.38 0.30 0.22 

 
(0.90) (0.85) (0.47) (0.44) (0.85) (0.92) (0.73) (0.49) 

Chairman as a major shareholder 0.99** 1.02** 
  

0.26*** 0.25*** 
  

 
(2.25) (2.25) 

  
(2.97) (2.95) 

  
Independent Chairman 

  
0.08 -0.03 

  
-0.19* -0.18* 

   
(0.15) (-0.06) 

  
(-1.89) (-1.70) 

CEO duality -0.49 -0.39 -0.02 0.05 -0.19* -0.20** -0.14 -0.17* 

 
(-1.07) (-0.78) (-0.04) (0.11) (-1.81) (-2.05) (-1.36) (-1.71) 

Family CEO -0.40 -0.28 -0.16 -0.04 -0.26*** -0.27*** -0.20** 
 

 
(-0.90) (-0.62) (-0.39) (-0.10) (-3.00) (-3.31) (-2.20) 

 
Firm age -0.30 -0.35 -0.35 -0.40 -0.08 -0.07 -0.09 -0.11 

 
(-0.62) (-0.70) (-0.70) (-0.77) (-0.79) (-0.70) (-0.87) (-1.08) 

Firm asset size -0.04 -0.08 -0.07 -0.11 0.04 0.03 0.02 0.03 

 
(-0.17) (-0.32) (-0.31) (-0.49) (1.09) (0.86) (0.55) (0.93) 

Leverage 3.41 4.02 3.53 4.23 -1.91*** -1.92*** -1.72*** -1.75** 

 
(0.90) (1.07) (0.98) (1.18) (-5.23) (-5.00) (-4.45) (-4.22) 

Year dummy 0.85** 1.02** 0.92** 1.07699*** -0.02 -0.02 -0.01 -0.01 

 
(2.09) (2.58) (2.24) (2.75) (-0.23) (-0.26) (-0.07) (-0.07) 

R - square 0.10 0.09 0.08 0.07 0.21 0.22 0.19 0.17 
Adjusted r - square 0.03 0.02 0.01 0.00 0.15 0.16 0.13 0.11 

F statistics (P value) 
1.54 

(0.12) 
1.37 
(0.1) 

1.20 
(0.29) 

1.03 
(0.42) 

3.8 
(<0.001) 

4.03 
(<0.0001) 

3.32 
(0.004) 

3.20 
(0.009) 

Sample size 172 
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Table 37: Sensitivity analysis for model 3 

 
Market performance (Market-to-book ratio) Accounting performance (Sales-to-asset ratio) 

 
Model3a 

(A) 
Mode3a 

(B) 
Model3b 

(A) 
Model3b 

(B) 
Model3a 

(A) 
Model3a 

(B) 
Model3b 

(A) 
Model3b 

(B) 

 
Coefficient 

(Standard white t-value) 

% family ownership 0.04 1.22 0.49 1.58 -0.36 -0.20 -0.24 -0.09 

 
(0.04) (0.96) (0.42) (1.17) (-1.52) (-0.93) (-1.07) (-0.47) 

Contestability ratio 0.83 
 

0.73 
 

0.50*** 
 

0.46** 
 

 
(1.33) 

 
(1.18) 

 
(2.62) 

 
(2.25) 

 
Concentration of 2nd_10th>25%_dummy 

 
0.67 

 
0.69 

 
-0.25*** 

 
-0.22 

  
(1.36) 

 
(1.32) 

 
(-2.90) 

 
(-2.66) 

Board size 0.48 0.13 0.54 0.18 0.39 0.47 0.41 0.48 

 
(0.23) (0.06) (0.25) (0.08) (0.86) (1.03) (0.89) (1.04) 

Board independent ratio 2.73 2.49 1.42 1.39 0.35 0.42 0.30 0.33 

 
(0.80) (0.76) (0.40) (0.40) (0.87) (1.01) (0.72) (0.78) 

Chairman as a major shareholder 0.89** 0.86** 
  

0.28*** 0.27*** 
  

 
(2.09) (2.05) 

  
(3.19) (3.08) 

  
Independent Chairman 

  
0.10 -0.01 

  
-0.20* -0.17* 

   
(0.19) (-0.02) 

  
(-1.94) (-1.67) 

CEO duality -0.52 -0.40 -0.08 -0.02 -0.19* -0.21** -0.14 -0.15 

 
(-1.12) (-0.80) (-0.19) (-0.03) (-1.90) (-2.13) (-1.35) (-1.51) 

Family CEO -0.38 -0.53 -0.27 -0.41 -0.18* -0.23*** -0.14 -0.19* 

 
(-0.64) (-0.89) (-0.48) (-0.73) (-1.93) (-2.56) (-1.44) (-1.97) 

Firm age -0.36 -0.46 -0.42 -0.51 -0.06 -0.06 -0.08 -0.08 

 
(-0.73) (-0.88) (-0.83) (-0.96) (-0.62) (-0.60) (-0.75) (-0.74) 

Firm asset size -0.10 -0.07 -0.11 -0.09 0.03 0.02 0.01 0.01 

 
(-0.35) (-0.26) (-0.41) (-0.33) (0.83) (0.73) (0.38) (0.33) 

Leverage 3.96 4.31 4.00 4.42 -1.89*** -1.92*** -1.71*** -1.76*** 

 
(0.98) (1.07) (1.04) (1.15) (-5.47) (-5.18) (-4.61) (-4.42) 

Year dummy 0.99** 1.12*** 1.05** 1.17*** -0.03 -0.03 -0.01 -0.01 

 
(2.40) (2.79) (2.55) (2.94) (-0.33) (-0.36) (-0.14) (-0.17) 

R - square 0.08 0.09 0.07 0.07 0.22 0.22 0.19 0.19 
Adjusted r - square 0.02 0.03 0.00 0.01 0.16 0.17 0.13 0.14 

F statistics (P value) 
1.31 

(0.22) 
1.42 

(0.17) 
1.05 

(0.40) 
1.18 

(0.31) 
4.02 

(<.0001) 
4.16 

(<.0001) 
3.42 

(0.0003) 
3.52 

(0.0002) 

Sample size 172 

 

Table 38: Sensitivity analysis for model 4 

 
Market performance (Market-to-book ratio) Accounting performance (Sales-to-asset ratio) 

 
Model4a 

(A) 
Mode4a 

(B) 
Model4b 

(A) 
Model4b 

(B) 
Model4a 

(A) 
Model4a 

(B) 
Model4b 

(A) 
Model4b 

(B) 

 
Coefficient 

(Standard white t-value) 

Family presence -0.39 -0.16 -0.16 0.09 -0.29*** -0.27** -0.22** -0.20** 

 
(-0.76) (-0.33) (-0.34) (0.20) (-2.65) (-2.56) (-2.06) (-1.96) 

Contestability ratio 0.96 
 

1.02 
 

0.40** 
 

0.40** 
 

 
(1.05) 

 
(1.14) 

 
(2.45) 

 
(2.34) 

 
Concentration of 
2nd_10th>25%_dummy  

0.49 
 

0.46 
 

-0.22*** 
 

-0.21*** 

  
(1.06) 

 
(0.97) 

 
(-2.80) 

 
(-2.71) 

Board size 0.56 0.18 0.57 0.21 0.02 0.02 0.02 0.02 

 
(0.27) (0.08) (0.27) (0.09) (0.90) (0.02) (0.91) (1.04) 

Board independent ratio 2.68 2.55 1.40 1.42 0.29 0.34 0.26 0.28 

 
(0.79) (0.77) (0.40) (0.40) (0.69) (0.80) (0.62) (0.67) 

Chairman as a major shareholder 0.89* 0.94* 
  

0.25*** 0.25*** 
  

 
(1.92) (1.97) 

  
(2.92) (2.89) 

  
Independent Chairman 

  
0.09 -0.03 

  
-0.19* -0.17487* 

   
(0.18) (-0.05) 

  
(-1.93) (-1.71) 

CEO duality -0.51 -0.40 -0.07 0.01 -0.18* -0.19* -0.14 -0.14 

 
(-1.10) (-0.79) (-0.16) (0.03) (-1.74) (-1.93) (-1.31) (-1.45) 

Family CEO 
        

         Firm age -0.33 -0.39 -0.38 -0.44 -0.05 -0.05 -0.07 -0.06 

 
(-0.70) (-0.78) (-0.79) (-0.87) (-0.53) (-0.50) (-0.64) (-0.62) 

Firm asset size -0.10 -0.09 -0.12 -0.11 0.03 0.03 0.02 0.02 

 
(-0.36) (-0.33) (-0.46) (-0.46) (1.00) (0.92) (0.53) (0.47) 

Leverage 3.92 4.23 3.96 4.36 -1.89*** -1.93*** -1.72*** -1.76*** 

 
(0.96) (1.05) (1.02) (1.14) (-5.34) (-5.17) (-4.54) (-4.42) 

Year dummy 0.98** 1.07** 1.02** 1.11*** -0.02 -0.03 -0.01 -0.02 

 
(2.16) (2.44) (2.29) (2.58) (-0.27) (-0.36) (-0.13) (-0.20) 

R - square 0.08 0.08 0.07 0.07 0.21 0.21 0.19 0.19 
Adjusted r - square 0.03 0.03 0.01 0.01 0.16 0.16 0.14 0.14 

F statistics (P value) 
1.45 

(0.1639) 
1.45 

(0.1646) 
1.15 

(0.3265) 
1.12 

(0.3489) 
4.19 

(<.0001) 
4.28 

(<.0001) 
3.67 

(0.0002) 
3.71 

(0.0002) 

Sample size 172.00 
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Section 6: Conclusion 

The thesis aims to examine the impact of ownership structure and corporate governance 

mechanisms on firm performance in Thailand via a study of 88 randomly chosen firms. The 

study sample excludes firms under rehabilitation and financial firms. After obtaining all 

corporate governance data from annual reports and financial data from Compustat Global, a 

regression analysis is conducted to estimate the relationship between selected corporate 

governance variables and market performance (Tobin’s Q) and accounting performance 

(ROA).  

 

Identified limitations of the study include the inability to track down ultimate owners during 

the data collection process, a small sample size, a heterogeneity problem and a possible 

undetected endogeneity problem. The first two limitations can result in an omitted-variable 

bias. The heterogeneity and endogeneity issues can be mitigated by using a year-fixed effect 

from panel data (year 2009 and 2014). The endogeneity problem can be alleviated by 

running simultaneous regressions or using lagged values. However, it is difficult to 

implement because of difficulties in finding a suitable exogenous variable.  

 

The result shows that a Chairman who is also the largest shareholder has a positive impact on 

firm performance. It increases Tobin’s Q by 0.41 units and ROA by 0.025 units. The result is 

robust to all changes in model specifications and a sensitivity analysis. The finding reinforces 

the prediction by the agency theory. On the contrary, a CEO duality structure shows a 

negative impact on firm performance only when a major shareholder Chairman is included in 

the regression. The result is also robust to changes in model specifications and a sensitivity 

analysis. It can be interpreted that a monitoring need in Thailand is secondary. In addition, it 

demonstrates that a division of labour between Chairman and CEO is crucial if the Chairman 

is also a major shareholder. Lastly, it exhibits that a different ownership structure, a legal 

environment and a culture can lead to a different optimal governance solution. 

 

An independent Chairman demonstrates a negative correlation with accounting performance 

in the sensitivity analysis. Notably, efficiency margins are higher when firms have an 

independent Chairman. The finding indicates that independency does not necessarily lead to 

an increase in firm performance. But, independency can mitigate expropriations by insiders.  

 

Thirdly, an increase in number of independent directors has negative impact on firm 

performance. The result is robust to model specification changes in the main analysis. The 

sensitivity analysis does not confirm a robustness of the result. The result emphasises 
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previous beliefs that monitoring is secondary, and firms cannot add independent directors to 

the board to increase firm performances (Bhagat and Bolton, 2008). Once again, it reinforces 

that a different environment and firms’ needs lead to different governance solutions. 

Furthermore, it supports that regulators shall enforce stricter criteria for independent 

directors, for example by requiring stronger disclosure on firms’ standards for choosing an 

independent director. The argument is that independent directors are merely employed to 

comply with regulation at extra cost, but lack true independency and ability to discipline 

management.    

 

Lastly, the finding illustrates a positive relationship between the ownership stake of the 

largest shareholder and Tobin’s Q. The result is consistent with Boonyawat (2013)’s and 

Claessens et al. (2002)’s. Unexpectedly, the result does on the other hand depicts a negative 

relationship between an ownership stake by a family as well as the presence of a family owner 

and  firm accounting performance (ROAa). The sensitivity analysis shows that the negative 

relationship is robust. The finding indicates a lack of access to external financing for firm 

expansion. Furthermore, low operational efficiencies among family firms imply an insider’s 

expropriation and/or a lack of professional management.    

 
In conclusion, this thesis questions whether it is appropriate to directly adopt the complete 

Anglo-Saxon corporate governance model in Thailand. Thailand has different ownership 

structures, norms and legal environment than that of Anglo-Saxon countries. Moreover, the 

macroeconomic environment is also different. These differences can result in dissimilar 

needs for corporate governance mechanisms as proposed by Filatochev et al. (2006) and 

Aguilera and Jackson (2010). Therefore, regulators need to carefully examine the exact 

needs. Furthermore, stronger criteria for independent directors should be enforced. In 

addition, the evidence shows that an independent director and an independent Chairman 

have a negative impact on a firm performance in the multivariate analysis. However, the data 

needs to be carefully interpreted, as the findings from the classification analysis show that 

firms with independent Chairmen illustrate significantly higher operational margins. The 

interpretation supports the claim made by Bhagat and Bolton (2008) that independency 

helps solving a monitoring problem but does not increase firm performance.  

 

The thesis also finds that poor performance among family firms can partially be the result of 

lacking external financing options and a reluctance to dilute ownership. Lack of external 

funding is two-fold: at the micro-level by family firms and at the macro-level by institutions. 

At the micro-level, family firms are more conservative in their investments and willingness to 

obtain debt due to fear of bankruptcy (Anderson et al., 2012). At the macro-level, 

institutional environment in Thailand is weak. In addition, there are strict regulations 
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preventing foreign equity funds to flow into Thailand (e.g. the Foreign Business Act). 

Therefore, regulators need to re-visit the Foreign Business Act to reduce barriers for foreign 

investments and improve the institutional body in Thailand. This will enable more financing 

options for family businesses. Followingly, family firms should be educated in the 

fundamentals behind the family business map as proposed by Bennedsen and Fan (2014) to 

preserve longevity. These implementations will improve capital markets in Thailand and 

hence country GDP.  

 

6.1 Suggestions for further research 

Much research is conducted on independent directors in Thailand but the results are 

conflicting. Yammesri and Herath (2010), Boonyawat (2013) and Connelly et al. (2012) do 

not find any evidence that independent directors add value to firm performance. Kouwenberg 

(2006) find that independent directors add value to firm performance. All of these use a 

cross-sectional analysis method. There has never been any research applying an event-study 

method for examining corporate governance in Thailand. Therefore, to validate the results, 

further research should be conducted by using event-study for exogenous shocks of 

independent directors (e.g. similar to Nguyen and Nielsen, 2013). This research will guide 

regulators in their specification of independent director requirements for firms.  

 

Similarly, an event study can also be applied for a CEO duality structure. Moreover, further 

research can also look into investor perceptions towards each corporate governance 

mechanism in Thailand by using the Mishkin Test. The study could provide inputs to 

regulators on what investors value, and consequently allowing regulators to construct new 

regulation accordingly.  

 

Overall, the models in this thesis demonstrate low F-statistics, r-squared and adjusted r-

squared. Therefore, it is suggested to validate by expanding and improving the dataset. 
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Section 8: Appendix 
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2SLS 2-Stage Least Square 
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OLS Ordinary Least Squared 

PLCA Public Limited Companies Act  
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SEA Securities Exchange Act 

SEC Securities Exchange Commission 

SET  Stock Exchange of Thailand 
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Table 39: The 15 principles of corporate governance in Thailand 

No. Principle Description of the Principle 

1 Policy on corporate 
governance 

 The board of directors identifies and approves written corporate governance 
policies 

 
2 

 
Shareholder rights and 
Equitable Treatment 

 

 The board of directors facilitates shareholders' meetings in such a way that 
encourage equal treatment for all shareholders 

  
 
 
 
 
 
 
 
 
 

   

 There should not be any difficulty for shareholders to attend the meetings. 
Companies 

 

 Companies should facilitate voting by proxy and appoint independent directors 
as a proxy 
 

 Thorough and complete information for shareholders is provided for them to 
consider before making decisions. 
 

 
3 

 
Rights of various groups of 
stakeholders 
 

 The board of directors recognises and ensures that the legal rights of 
stakeholders are protected and treated with care. Stakeholders include 
employees, suppliers, communities, competitors and creditors etc. 

 
 

4 
 
 
 
 
 
 
 

5 
 
 
 
 
 
 
 
 

6 
 
 
 
7 
 
 

8 
 
 

9 
 
 
 
 
 

10 
 
 
 

11 
 
 

12 
 
 
 

 

 Shareholder’s meeting 
 
 
 
 
 
 
 
Leadership and Vision 
 
 
 
 
 
 
 
 
Conflict of interests 
 
 
 
Business ethics 
 
 
Balance of power in the BOD 
 
 
Segregation of positions 
 
 
 
 
 
Directors and management 
remuneration 
 
 
BOD meetings 
 
 
Committees 
 
 
 
 

 Directors attend the meeting. 
 

 The Chairman of the meeting encourages shareholders to express their 
opinions and ask questions. 
 

 The minutes of the meetings are submitted to SET on time. 
 

 The board of directors performs its roles in determining the company’s policies, 
goals and budgets. 
 

 The responsibility of the board and management are clearly separated 
 

 Vision statements, plans and future projects are disclosed. 
 

 Information on how the BOD supervises the use of inside information, conflict 
of interests and connected transactions are completely disclosed 
 

 There is a written code of ethics or a written statement of business conduct 
 
 

 At least one-third of the directors on the BOD are independent and in any event 
there must be at least three independent directors on the board. 

 

 The titles and authority of the COB and head of management are clearly 
separated. 
 

 The COB is independent. 
 

 Directors and management remuneration are disclosed according to the 
requirements of the SEC (Securities Exchange Commission). 

 

 Each director’s attendance record is disclosed in the company’s annual report. 
 

 

 An audit committee and a remuneration committee are established. 
 

 Most members of the remuneration committees are non-executive directors 
and the committees’s Chairman is independent. 

Source: Corporate Governance Center, The Stock Exchange of Thailand (2003) 
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Table 39 ('Continue): The 15 principles of corporate governance in Thailand 

No. Principle Description of the Principle 

 
13 

 
 
 
 
 
 

14 
 
 
 
 
 
 

15 
 

 
System of control and 
internal auditing 
 
 
 
 
 
Director’s reporting 
 
 
 
 
 
 
Investor relations 

 

 Systems of control and risks management are in place. 
 

 Financial operation and compliance internal audits exist. 
 

 Reporting line of the internal audit units or staff is considered independent. 
 

 The board provides report indicating its responsibilities on financial 
information. 
 

 The report is exhibited alongside the auditor’s report in the annual report. 
 

 

 Information disclosure complies with the rules and regulations. 
 

 There is an investor relations unit or staff.s 
   

Source: Corporate Governance Center, The Stock Exchange of Thailand (2003) 
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Table 40: Comparison of results between Boonyawat (2013)'s thesis and this thesis 

This table compares the results from this thesis and the results from Boonyawat (2013)’s thesis (Chapter 4). The table is worth showing because Boonyawat (2013) also worked on impacts of 
corporate governance mechanisms and ownership structure on firm performances in Thailand.  
 

 
Results from Boonyatwat Results from the thesis (Main regression) Results from the thesis (Sensitivity analysis) 

 
Accounting (ROA) Market (Quasi-Q) Accounting (ROA) Market (Tobin’s Q) Sales-to-asset ratio Market-to-book ratio 

Ownership structure 
      

% Largest shareholder Positive Positive None Positive None None 
Dominant shareholder None Positive None None None None 
% family ownership Positive Positive Negativea None Negative None 
Family presence None Positive Negativea None Negative None 
Contestability 

      
Contestability ratio None Negative None None Positive None 
Concentration of 2nd_10th>25%_dummy Not in the model Not in the model None None Negative None 
Board characteristics 

      
Board size Negative None None None None None 
Board independent ratio None None Negative* Negative* None None 
Board Chairman characteristics 

      
Chairman as a major shareholder Not in the model Not in the model Positive Positive Positive Positive 
Independent Chairman Not in the model Not in the model None None Negative Negative 
CEO characteristics 

      
CEO duality None None Negative** Negative** Negative None 
Family CEO 

  
None None Negative None 

CEO Founders None None Not in the model Not in the model Not in the model Not in the model 
CEO Descendants None None Not in the model Not in the model Not in the model Not in the model 
Control variables 

      
Ln (Firm age) None None None None None None 
Log (Firm asset) Positive Negative None None None None 
Leverage Negative Positive None None Negative None 

Sample size 3,998 3,998 176 176 172 172 

 

*marks condition that appears only at the presence of independent Chairman in the regression analysis 

**marks condition that appears only at the presence of Chairman who is the major shareholder in the regression analysis 

ameans that the result is negative based on alternative ROAa.  
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Table 41: Impact of family presence on firm performance (Alternative model: Include family CEOs variable) 

This table shows the results from multivariate analysis to examine the ownership concentration (Model 4.2a (A) and Model 4.2a (B)) on firm performance (Tobin’s Q and ROA). Definitions of all 
variables in the table are presented in Table 11. T-statistics are reported in t-value column for both models. Asterisk (*) denotes 10% significance level, (**) denotes 5% significance level, (***) denotes 
1% significance level. R-square and Adjusted R-square explains the fit of the model. P value of Chi-square shows whether the model has heteroscedasticity problem. VIF is obtained from SAS EG and 
shows magnitude of multicollinearity problem.  

Model 4.2a (A): FPit =   β0 + β1 (Family presence_dummy)it + β2 (Contestability ratio)it + β3 (Board size)it  + β4 (Board independence ratios)it  + β5 (Chairman is a major shareholder)it + β6 

(CEO duality)it + β7 (Family CEO)it  + β8 (Control variables)it  + αit (Year fixed effect) + εit 
 

Model 4.2a (B): FPit =   β0 + β1 (Family presence_dummy)it + β2 (Concentration dummy)it + β3 (Board size)it  + β4 (Board independence ratios)it +  β5 (Chairman is a major shareholder)it + β6 

(CEO duality)it +  β7 (Family CEO)it  + β8 (Control variables)it  + αit (Year fixed effect) + εit 

 

 
Model 4.2a (A) Model 4.2a (B) 

 
Tobin’s Q ROA Tobin’s Q ROA 

 
Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF 

Intercept 1.70813 1.66 0 0.04091 0.73 0 1.94481* 1.92 0 0.03998 0.59 0 

             Ownership structure 
            

% Largest shareholder 
            

Dominant shareholder 
            

% family ownership 
            

Family presence -0.2568 -1.19 2.16211 -0.02449* -1.69 2.164 -0.16079 -0.76 2.02898 -0.02402 -1.71 2.02898 

             Contestability 
            

Contestability ratio 0.38556 1.35 1.12852 0.00176 0.09 1.12772 
      

Concentration of 2nd_10th>25%_dummy 
      

0.09924 0.68 1.08224 0.00111 0.11 1.08224 

             Board characteristics 
            

Board size -0.25619 -0.3 1.45314 -0.00012 -0.05 1.45361 -0.34529 -0.4 1.46135 0.0016 0.03 1.46135 
Board independent ratio -0.71464 -0.87 1.26905 -0.0835 -1.51 1.26597 -0.73039 -0.88 1.2721 -0.0829 -1.5 1.2721 

             Board Chairman characteristics 
            

Chairman as a major shareholder 0.44634*** 2.79 1.42251 0.02504** 2.33 1.42253 0.45757 2.85 1.42197 0.02512** 2.34 1.42197 
Independent Chairman 

            
             CEO characteristics 

            
CEO duality -0.38603** -2.1 1.31871 -0.02671** -2.16 1.32379 -0.36077* -1.95 1.3291 -0.02638** -2.13 1.3291 
Family CEO 0.05255 0.27 1.96101 0.01561 1.18 1.96101 0.03473 0.18 1.94929 0.01559 1.18 1.94929 

             Control variables 
            

Ln (Firm age) -0.03462 -0.19 1.39796 0.01039 0.83 1.39891 -0.05583 -0.3 1.40146 0.00983 0.78 1.40146 
Log (Firm asset) -0.03643 -0.6 1.90583 0.00359 0.88 1.90499 -0.03342 -0.55 1.91097 0.00353 0.86 1.91097 
Leverage 0.98122 1.39 1.7079 -0.03678 -0.77 1.7077 1.06556 1.5 1.71152 -0.03661 -0.77 1.71152 

             Year fixed effect 
            

Year dummy 0.35753** 2.54 1.1041 -0.00563 -0.6 1.10405 0.38478*** 2.72 1.10591 -0.00542 -0.57 1.10591 

             Total observations 176 176 176 176 
R - square 0.1273 0.1022 0.12 0.1022 
Adjusted r - square 0.0697 0.042 0.061 0.042 
P value of F statistics (Pr > F) 0.0308** 0.0584** 0.0282 0.0778 
P value > Chi square 0.7133 0.6095 0.6796 0.6215 
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Table 42: Impact of family presence on firm performance (Alternative model: Include family CEOs variable) 

This table shows the results from multivariate analysis to examine the ownership concentration (Model 4.2b (A) and Model 4.2b (B)) on firm performance (Tobin’s Q and ROA). Definitions of all 
variables in the table are presented in Table 11. T-statistics are reported in t-value column for both models. Asterisk (*) denotes 10% significance level, (**) denotes 5% significance level, (***) denotes 
1% significance level. R-square and Adjusted R-square explains the fit of the model. P value of Chi-square shows whether the model has heteroscedasticity problem. VIF is obtained from SAS EG and 
shows magnitude of multicollinearity problem.  

Model 4.2b (A): FPit =   β0 + β1 (Family presence_dummy)it + β2 (Contestability ratio)it + β3 (Board size)it  + β4 (Board independence ratios)it +  β5 (Independent Chairman)it + β6 (CEO 
duality)it + β7 (Family CEO)it  + β8 (Control variables)it  + αit (Year fixed effect) + εit 

 

Model 4.2b (B): FPit =   β0 + β1 (Family presence_dummy)it + β2 (Concentration dummy)it + β3 (Board size)it  + β4 (Board independence ratios)it + β5 (Independent Chairman)it + β6 (CEO 
duality)it +  β7 (Family CEO)it  + β8 (Control variables)it  + αit (Year fixed effect) + εit 

 

 
Model 4.2b(A) Model 4.2b(B) 

 
Tobin’s Q ROA Tobin’s Q ROA 

 
Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF 

Intercept 2.10995 2.03 0 0.06019 0.87 0 2.39167 2.33 0 0.0634 0.93 0 

             Ownership structure 
            

% Largest shareholder 
            

Dominant shareholder 
            

% family ownership 
            

Family presence -0.18621 -0.85 2.1327 -0.02059 -1.41 2.1327 -0.0843 -0.39 1.99644 -0.01973 0.1649 1.99644 

             Contestability 
            

Contestability ratio 0.42209 1.44 1.13421 0.00451 0.23 1.13421 
      

Concentration of 2nd_10th>25%_dummy 
      

0.08389 0.56 1.09765 -0.00042 -0.04 1.09765 

             Board characteristics 
            

Board size -0.25228 -0.28 1.45315 0.00265 0.04 1.45315 -0.33777 0.7056 1.46152 0.00238 0.04 1.46152 
Board independent ratio -1.38695 -1.61 1.31536 -0.1279** -2.24 1.31536 -1.36293 -1.58 1.31489 -0.1275** -2.23 1.31489 

             Board Chairman characteristics 
            

Chairman as a major shareholder 
            

Independent Chairman 0.05896 0.32 1.35181 0.00844 0.69 1.35181 0.02542 0.14 1.36367 0.00828 0.68 1.36367 

             CEO characteristics 
            

CEO duality -0.15686 -0.86 1.24196 -0.01199 -0.99 1.24196 -0.13853 -0.75 1.24727 -0.01192 -0.98 1.24727 
Family CEO 0.11756 0.59 1.93535 0.01939 1.45 1.93535 1.99644 0.49 1.92498 0.0191 1.44 1.92498 

             Control variables 
            

Ln (Firm age) -0.05444 -0.28 1.39598 0.00886 0.7 1.39598 -0.07574 -0.39 1.39952 0.00875 0.69 1.39952 
Log (Firm asset) -0.04304 -0.69 1.9451 0.0034 0.81 1.9451 -0.0423 -0.67 1.94707 0.00339 0.81 1.94707 
Leverage 0.96758 1.31 1.78112 -0.04222 -0.86 1.78112 1.07953 1.45 1.78858 -0.04163 -0.84 1.78858 

             Year fixed effect 
            

Year dummy 0.37957*** 2.64 1.10098 -0.00432 -0.45 1.10098 0.40704*** 2.81 1.10265 -0.00416 -0.43 1.10265 

             Total observations 176 176 176 176 
R - square 0.0865 0.0751 0.0766 0.0748 
Adjusted r - square 0.0252 0.0131 0.0147 0.0128 
P value of F statistics (Pr > F) 0.1721 0.2834 0.2661 0.2868 
P value > Chi square 0.9623 0.7599 0.9383 0.6465 
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Table 43: The impact of ownership concentration on firm performance (Alternative model: concentration of ownership from 2nd to 10th largest shareholder) 

This table shows the results from multivariate analysis to examine the ownership concentration (Model 1a (C) and Model 1b (C)) on firm performance (Tobin’s Q and ROA). Definitions of all variables 
in the table are presented in Table 11. T-statistics are reported in t-value column for both models. Asterisk (*) denotes 10% significance level, (**) denotes 5% significance level, (***) denotes 1% 
significance level. R-square and Adjusted R-square explains the fit of the model. P value of Chi-square shows whether the model has heteroscedasticity problem. VIF is obtained from SAS EG and 
shows magnitude of multicollinearity problem.  

Model 1a (C): FPit =   β0 + β1 (% Largest shareholder)it + β2 (Concentration of ownership from 2nd to 10th largest shareholder)it + β3 (Board size)it  + β4 (Board independence ratios)it + β5 

(Chairman is a major shareholder)it + β6 (CEO duality)it + β7 (Family CEO)it  + β8 (Control variables)it  + αit (Year fixed effect) + εit 
 

Model 1b (C): FPit =   β0 + β1 (% Largest shareholder)it + β2 (Concentration of ownership from 2nd to 10th largest shareholder)it + β3 (Board size)it  + β4 (Board independence ratios)it +  β5 

(Independent Chairman)it + β6 (CEO duality)it +  β7 (Family CEO)it  + β8 (Control variables)it  + αit (Year fixed effect) + εit 

 

 
Model 1a (C) Model 1b (C) 

 
Tobin’s Q ROA Tobin’s Q ROA 

 
Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF 

Intercept 1.76107** 2.07 0 0.04091 0.71 0 2.11133** 2.47 2.47 0.06008 1.05 0 
Ownership structure 

            
% Largest shareholder 0.56314 1.29 1.47592 -0.00929 -0.31 1.47592 0.70336 1.54 1.45415 -0.00165 -0.05 1.45415 
Dominant shareholder 

            
% family ownership 

            
Family presence 

            
Contestability 

            
Concentration of 2nd_10th largest shareholder 0.00611 0.01 1.46039 0.01259 0.3 1.46039 0.0838 0.13 1.4625 0.01561 0.37 1.4625 
Board characteristics 

            
Board size -0.0143 -0.43 1.45055 -0.000431 -0.19 1.45055 -0.01369 -0.4 1.45047 -0.000397 -0.17 1.45047 
Board independent ratio -0.85463 -1.03 1.27108 -0.08709 -1.56 0.1185 -1.4688* -1.71 1.31506 -0.13005** -2.26 1.31506 
Board Chairman characteristics 

            
Chairman as a major shareholder 0.41077** 2.46 1.41733 0.02308** 2.14 1.41733 

      
Independent Chairman 

      
0.04537 0.25 1.34901 0.0083 0.68 1.34901 

CEO characteristics 
            

CEO duality -0.39563** -2.13 1.34228 0.02614** -2.09 1.34228 -0.18575 -1.01 1.2597 -0.01242 -1.01 1.2597 
Family CEO -0.09726 -0.62 1.24577 0.00252 0.27 1.24577 0.0004626 0 1.17533 0.00814 0.78 1.17533 
Control variables 

            
Ln (Firm age) -0.08276 -0.44 1.38771 0.00714 0.57 1.38771 -0.09795 -0.51 1.38631 0.00632 0.5 1.38631 
Log (Firm asset) -0.0408 -0.67 1.92033 0.0045 1 1.92033 -0.05122 -0.82 1.95106 0.00421 1 1.95106 
Leverage 1.18377* 1.69 1.7622 -0.03586 -0.74 1.7622 1.21612 1.62 1.83499 -0.03883 -0.77 1.83499 
Year fixed effect 

            
Year dummy 0.39686*** 2.79 1.11906 -0.00471 -0.54 1.11906 0.42164 2.92 1.11421 -0.00327 -0.34 1.11421 

Total observations 176 176 176 176 
R - square 0.1253 0.0879 0.0905 0.0651 
Adjusted r - square 0.667 0.0267 0.0295 0.0024 
P value of F statistics 0.0204** 0.-1608 0.142 0.415 
P value > Chi square 0.6971 0.3658 0.9628 0.8587 
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Table 44: The impact of dominant owner on firm performance (Alternative model: concentration of ownership from 2nd to 10th largest shareholder) 

This table shows the results from multivariate analysis to examine the ownership concentration (Model 2a (C) and Model 2b (C)) on firm performance (Tobin’s Q and ROA). Definitions of all 
variables in the table are presented in Table 11. T-statistics are reported in t-value column for both models. Asterisk (*) denotes 10% significance level, (**) denotes 5% significance level, (***) denotes 
1% significance level. R-square and Adjusted R-square explains the fit of the model. P value of Chi-square shows whether the model has heteroscedasticity problem. VIF is obtained from SAS EG and 
shows magnitude of multicollinearity problem.  

Model 2a (C): FPit =   β0 + β1 (Dominant shareholder_dummy)it + β2 (Concentration of ownership from 2nd to 10th largest shareholder)it + β3 (Board size)it  + β4 (Board independence 
ratios)it  +  β5 (Chairman is a major shareholder)it + β6 (CEO duality)it + β7 (Family CEO)it  + β8 (Control variables)it  + αit (Year fixed effect) + εit 

 

Model 2b (C): FPit =   β0 + β1 (Dominant shareholder_dummy)it + β2 (Concentration of ownership from 2nd to 10th largest shareholder)it + β3 (Board size)it  + β4 (Board independence 
ratios)it +  β5 (Independent Chairman)it + β6 (CEO duality)it +  β7 (Family CEO)it  + β8 (Control variables)it  + αit (Year fixed effect) + εit 

 

 
Model 2a (C) Model 2b (C) 

 
Tobin’s Q ROA Tobin’s Q ROA 

 
Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF 

Intercept 1.94158** 2.31 0 0.03808 0.68 0 2.37767*** 2.82 0 0.05777 1.03 0 
Ownership structure 

            
% Largest shareholder 

            
Dominant shareholder_Dummy -0.1429 -0.79 1.21382 0.00945 0.78 1.21382 -0.06036 -0.33 -0.36 0.01369 1.13 1.18736 
% family ownership 

            
Family presence_Dummy 

            
Contestability 

            
Concentration of 2nd_10th largest shareholder -0.51126 -0.92 1.17454 0.02732 0.73 1.17454 -0.46049 -0.81 1.17593 0.02863 0.76 1.17593 
Board characteristics 

            
Board size -0.01275 -0.38 1.46321 -0.000584 -0.26 1.46321 -0.01382 -0.4 1.46308 -0.00064026 -0.28 1.46308 
Board independent ratio -0.69849 -0.84 1.27521 -0.09303* -1.67 1.27521 -1.38237 -1.6 1.3201 -0.13529** -2.36 1.3201 
Board Chairman characteristics 

            
Chairman as a major shareholder 0.45529*** 2.82 1.43137 0.02135* 1.97 1.43137 

      
Independent  Chairman 

      
0.04674 0.25 1.35263 0.00903 0.74 1.35263 

CEO characteristics 
            

CEO duality -0.39205** -2.1 1.34351 -0.02643** -2.11 1.34351 -0.16579 -0.9 1.2641 -0.01356 -1.11 1.2641 
Family CEO -0.09723 -0.62 1.24667 0.00274 0.26 1.24667 0.0136 0.09 1.17189 0.00808 0.78 1.17189 
Control variables 

            
Ln (Firm age) -0.04278 -0.23 1.38034 0.00582 0.46 1.38034 -0.05975 -0.31 1.37892 0.00502 0.4 1.37892 
Log (Firm asset) -0.02511 -0.41 1.94224 0.00387 0.94 1.94224 -0.0387 -0.61 1.96447 0.00356 0.85 1.96447 
Leverage 0.93754 1.3 1.74807 -0.02746 -0.57 1.74807 0.98252 1.31 1.81299 -0.03075 -0.62 1.81299 
Year fixed effect 

            
Year dummy 0.35501** 2.48 1.12637 -0.00313 -0.33 1.12637 0.38587*** 2.64 1.12063 -0.00157 -0.16 1.12063 

Total observations 176 176 176 176 
R - square 0.1204 0.0908 0.078 0.0723 
Adjusted r - square 0.0614 0.0298 0.0161 0.0101 
P value of F statistics 0.0276** 0.1401 0.2517 0.3169 
P value > Chi square 0.7814 0.4374 0.9942 0.6542 
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Table 45: The impact of family owner on firm performance (Alternative model: concentration of ownership from 2nd to 10th largest shareholder) 

This table shows the results from multivariate analysis to examine the ownership concentration (Model 3a (C) and Model 3b (C)) on firm performance (Tobin’s Q and ROA). Definitions of all 
variables in the table are presented in Table 11. T-statistics are reported in t-value column for both models. Asterisk (*) denotes 10% significance level, (**) denotes 5% significance level, (***) denotes 
1% significance level. R-square and Adjusted R-square explains the fit of the model. P value of Chi-square shows whether the model has heteroscedasticity problem. VIF is obtained from SAS EG and 
shows magnitude of multicollinearity problem.  

Model 3a (C): FPit =   β0 + β1 (% Family ownership)it + β2 (Concentration of ownership from 2nd to 10th largest shareholder)it + β3 (Board size)it  + β4 (Board independence ratios)it + β5 

(Chairman is a major shareholder)it + β6 (CEO duality)it + β7 (Family CEO)it  + β8 (Control variables)it  + αit (Year fixed effect) + εit 
 

Model 3b (C): FPit =   β0 + β1 (% Family ownership)it + β2 (Concentration of ownership from 2nd to 10th largest shareholder)it + β3 (Board size)it  + β4 (Board independence ratios)it + β5 

(Independent Chairman)it + β6 (CEO duality)it +  β7 (Family CEO)it  + β8 (Control variables)it  + αit (Year fixed effect) + εit 

 

 
Model 3a (C) Model 3b (C) 

 
Tobin’s Q ROA Tobin’s Q ROA 

 
Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF 

Intercept 1.85592** 2.19 0 0.04624 0.81 0 2.16904 2.54 0 0.06479 1.13 0 
Ownership structure 

            
% Largest shareholder 

            
Dominant shareholder_Dummy 

            
% family ownership 0.28223 0.73 2.08737 -0.02662 -1.03 2.08737 0.49567 1.29 1.9981 -0.0131 -0.51 1.9981 
Family presence_Dummy 

            
Contestability 

            
Concentration of 2nd_10th largest shareholder -0.16916 -0.28 1.41548 -0.00143 -0.04 1.41548 -0.02803 -0.05 1.40384 0.00672 0.16 1.40384 
Board characteristics 

            
Board size -0.01627 -0.49 1.45202 -0.000323 -0.14 1.45202 -0.01666 -0.49 1.452 -0.000348 -0.15 1.452 
Board independent ratio -0.79897 -0.97 1.26542 -0.08546 -1.54 1.26542 -1.4229* -1.66 1.31232 -0.12972** -2.26 1.31232 
Board Chairman characteristics 

            
Chairman as a major shareholder 0.40976** 2.51 1.46254 0.02508** 2.29 1.46254 

      
Independent Chairman 

      
0.06259 0.34 1.35246 0.00795 0.65 1.35246 

CEO characteristics 
            

CEO duality -0.38831** -2.08 1.34715 -0.02691** -2.15 1.34715 -0.17346 -0.95 1.25627 -0.01238 -1.01 1.25627 
Family CEO -0.15198 -0.86 1.57017 0.00802 0.67 1.57017 -0.10095 -0.56 1.54941 0.01113 0.93 1.54941 
Control variables 

            
Ln (Firm age) -0.07487 -0.4 1.39566 0.00848 0.67 1.39566 -0.09731 -0.51 1.39258 0.00709 0.56 1.39258 
Log (Firm asset) -0.02596 -0.42 1.93836 0.00374 0.82 1.93836 -0.02813 -0.44 1.98341 0.00383 0.9 1.98341 
Leverage 1.0451 1.47 1.70966 -0.03515 -0.74 1.70966 1.03801 1.4 1.78076 -0.03894 -0.79 1.78076 
Year fixed effect 

            
Year dummy 0.38489*** 2.71 1.11339 -0.00545 -0.57 1.11339 0.41233 2.85 1.10765 -0.00371 -0.38 1.10765 

Total observations 176 176 176 176 
R - square 0.1199 0.0933 0.0866 0.0666 
Adjusted r - square 0.0609 0.0324 0.0254 0.004 
P value of F statistics 0.0284** 0.1239 0.1707 0.3938 
P value > Chi square 0.7677 0.3888 0.964 0.8285 
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Table 46: Impact of family owner on firm performance (Alternative model: concentration of ownership from 2nd to 10th largest shareholder, exclude family CEO) 

This table shows the results from multivariate analysis to examine the ownership concentration (Model 3.2a (C) and Model 3.2b (C)) on firm performance (Tobin’s Q and ROA). Definitions of all 
variables in the table are presented in Table 11. T-statistics are reported in t-value column for both models. Asterisk (*) denotes 10% significance level, (**) denotes 5% significance level, (***) denotes 
1% significance level. R-square and Adjusted R-square explains the fit of the model. P value of Chi-square shows whether the model has heteroscedasticity problem. VIF is obtained from SAS EG and 
shows magnitude of multicollinearity problem.  

 
Model 3.2a (C): FPit =   β0 + β1 (% Family ownership)it + β2 (Concentration of ownership from 2nd to 10th largest shareholder)it + β3 (Board size)it  + β4 (Board independence ratios)it + β5 

(Chairman is a major shareholder)it + β6 (CEO duality)it + β7 (Control variables)it  + αit (Year fixed effect) + εit 
 

Model 3.2b (C): FPit =   β0 + β1 (% Family ownership)it + β2 (Concentration of ownership from 2nd to 10th largest shareholder)it + β3 (Board size)it  + β4 (Board independence ratios)it + β5 

(Independent Chairman)it + β6 (CEO duality)it + β7 (Control variables)it  + αit (Year fixed effect) + εit 

 

 
Model 3.2a (C) Model 3.2b (C) 

 
Tobin’s Q ROA Tobin’s Q ROA 

 
Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF 

Intercept 1.8275** 2.16 0 0.04774 0.84 0 2.14147** 2.52 0 0.06783 1.19 0 
Ownership structure 

            
% Largest shareholder 

            
Dominant shareholder_Dummy 

            
% family ownership 0.13211 0.39 1.65528 -0.0187 -0.81 1.65528 0.38912 1.17 1.51124 -0.00135 -0.06 1.51124 
Family presence_Dummy 

            
Contestability 

            
Concentration of 2nd_10th largest shareholder -0.21461 -0.35 1.40471 0.00097 0.02 1.40471 -0.06249 -0.1 1.39001 0.01052 0.26 1.39001 
Board characteristics 

            
Board size -0.01661 -0.5 1.45183 -0.000305 -0.14 1.45183 -0.01687 -0.5 1.45182 -0.000324 -0.14 1.45182 
Board independent ratio -0.88484 -1.08 1.24683 -0.08092 -1.47 1.24683 -1.46598* -1.72 1.30185 -0.12497** -2.19 1.30185 
Board Chairman characteristics 

            
Chairman as a major shareholder 0.39369** 2.43 1.44318 0.02593** 2.39 1.44318 

      
Independent Chairman 

      
0.06213 0.34 1.35243 0.00801 0.66 1.35243 

CEO characteristics 
            

CEO duality -0.38436** -2.06 1.34632 -0.02711** -2.17 1.34632 -0.17607 -0.96 1.25547 -0.01209 -0.99 1.25547 
Family CEO 

            
Control variables 

            
Ln (Firm age) -0.08214 -0.44 1.39281 0.00886 0.71 1.39281 -0.10161 -0.53 1.39035 0.00756 0.59 1.39035 
Log (Firm asset) -0.01941 -0.32 1.90837 0.0034 0.83 1.90837 -0.02359 -0.38 1.95133 0.00333 0.79 1.95133 
Leverage 1.04493 1.47 1.70966 -0.03514 -0.74 1.70966 1.03711 1.4 1.78075 -0.03884 -0.79 1.78075 
Year fixed effect 

            
Year dummy 0.3818*** 2.69 1.11268 -0.00529 -0.56 1.11268 0.40954*** 2.84 1.10635 -0.0034 -0.35 1.10635 

Total observations 176 176 176 176 
R - square 0.116 0.0907 0.0829 0.0617 
Adjusted r - square 0.0624 0.0356 0.0294 0.0048 
P value of F statistics 0.0224** 0.0976* 1326 0.3766 
P value > Chi square 0.5848 0.309 0.9181 0.7821 
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Table 47: Impact of family presence on firm performance (Alternative model: concentration of ownership from 2nd to 10th largest shareholder, exclude family CEO) 

This table shows the results from multivariate analysis to examine the ownership concentration (Model 4a (C) and Model 4b (C)) on firm performance (Tobin’s Q and ROA). Definitions of all 
variables in the table are presented in Table 11. T-statistics are reported in t-value column for both models. Asterisk (*) denotes 10% significance level, (**) denotes 5% significance level, (***) denotes 
1% significance level. R-square and Adjusted R-square explains the fit of the model. P value of Chi-square shows whether the model has heteroscedasticity problem. VIF is obtained from SAS EG and 
shows magnitude of multicollinearity problem.  

Model 4a (C): FPit =   β0 + β1 (Family presence)it + β2 (Concentration of ownership from 2nd to 10th largest shareholder)it + β3 (Board size)it  + β4 (Board independence ratios)it + β5 

(Chairman is a major shareholder)it + β6 (CEO duality)it  + β7 (Control variables)it  + αit (Year fixed effect) + εit 
 

Model 4b (C): FPit =   β0 + β1 (Family presence)it + β2 (Concentration of ownership from 2nd to 10th largest shareholder)it + β3 (Board size)it  + β4 (Board independence ratios)it + β5 

(Independent Chairman)it + β6 (CEO duality)it + β7 (Control variables)it  + αit (Year fixed effect) + εit 

 

 
Model 4a (C) Model 4b (C) 

 
Tobin’s Q ROA Tobin’s Q ROA 

 
Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF 

Intercept 1.96978** 2.36 0 0.04511 0.81 0 2.43416*** 2.91 0 0.07136 0.07136 1.28 
Ownership structure 

            
% Largest shareholder 

            
Dominant shareholder_Dummy 

            
% family ownership 

            
Family presence_Dummy -0.19781 -1.16 1.33716 -0.01349 -1.18 1.33716 -0.07239 -0.43 1.25239 -0.00614 -0.55 1.25239 
Contestability 

            
Concentration of 2nd_10th largest shareholder -0.49848 -0.92 1.12584 0.00631 0.17 1.12584 -0.47992 -0.87 1.13019 0.00638 0.17 1.13019 
Board characteristics 

            
Board size -0.01295 -0.39 1.45685 -0.000193 -0.09 1.45685 -0.01365 -0.4 1.45678 -0.000234 -0.1 1.45678 
Board independent ratio -0.70786 -0.86 1.25398 -0.07705 -1.4 1.25398 -1.36293 -1.59 1.30639 -0.12236** -2.14 1.30639 
Board Chairman characteristics 

            
Chairman as a major shareholder 0.45921 2.89 1.40291 0.02647** 2.48 1.40291 

      
Independent  Chairman 

      
0.0476 0.26 1.34871 0.00788 0.65 1.34871 

CEO characteristics 
            

CEO duality -0.39958** -2.16 1.34021 -0.02694** -2.17 1.34021 -0.16579 -0.9 1.2582 -0.01175 -0.96 1.2582 
Family CEO 

            
Control variables 

            
Ln (Firm age) -0.02492 -0.13 1.40708 0.01007 0.8 1.40708 -0.04668 -0.24 1.40481 0.00883 0.69 1.40481 
Log (Firm asset) -0.03981 -0.66 1.89516 0.00313 0.77 1.89516 -0.04918 -0.79 1.92914 0.00285 0.68 1.92914 
Leverage 1.00004 1.41 1.70916 -0.0357 -0.75 1.70916 1.00596 1.36 1.36 -0.03957 -0.8 1.78118 
Year fixed effect 

            
Year dummy 0.36333** 2.58 1.10341 -0.0052 -0.55 1.10341 0.38908*** 2.7 1.09941 -0.00366 -0.38 1.09941 

Total observations 176 176 176 176 
R - square 0.1224 0.0948 0.0783 0.0634 
Adjusted r - square 0.0692 0.0399 0.0225 0.0066 
P value of F statistics 0.0148** 0.0784* 0.1832 0.3528 
P value > Chi square 0.7258 0.2355 0.9792 0.6037 
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Table 48: Impact of family presence on firm performance (Alternative model: concentration of ownership from 2nd to 10th largest shareholder) 

This table shows the results from multivariate analysis to examine the ownership concentration (Model 4.2a (C) and Model 4.2b (C)) on firm performance (Tobin’s Q and ROA). Definitions of all 
variables in the table are presented in Table 11. T- statistics are reported in t-value column for both models. Asterisk (*) denotes 10% significance level, (**) denotes 5% significance level, (***) 
denotes 1% significance level. R-square and Adjusted R-square explains the fit of the model. P value of Chi-square shows whether the model has heteroscedasticity problem. VIF is obtained from SAS 
EG and shows magnitude of multicollinearity problem.  

 
Model 4.2a (C): FPit =   β0 + β1 (Family presence)it + β2 (Concentration of ownership from 2nd to 10th largest shareholder)it + β3 (Board size)it  + β4 (Board independence ratios)it + β5 

(Chairman is a major shareholder)it + β6 (CEO duality)it + β7 (Family CEO)it  + β8 (Control variables)it  + αit (Year fixed effect) + εit 
 

Model 4.2b (C): FPit =   β0 + β1 (Family presence)it + β2 (Concentration of ownership from 2nd to 10th largest shareholder)it + β3 (Board size)it  + β4 (Board independence ratios)it + β5 

(Independent Chairman)it + β6 (CEO duality)it +  β7 (Family CEO)it  + β8 (Control variables)it  + αit (Year fixed effect) + εit 

 

 
Model 4.2a (C) Model 4.2b (C) 

 
Tobin’s Q ROA Tobin’s Q ROA 

 
Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF 

Intercept 1.96039** 2.34 0 0.03963 0.71 0 2.39344*** 2.83 0 0.06279 1.12 0 
Ownership structure 

            
% Largest shareholder 

            
Dominant shareholder_Dummy 

            
% family ownership 

            
Family presence_Dummy -0.21509 -1.01 2.09055 -0.02358* -1.65 2.09055 -0.13361 -0.62 2.05393 1.45721 -1.33 2.05393 
Contestability 

            
Concentration of 2nd_10th largest shareholder -0.4975 -0.92 1.12604 0.00688 0.19 1.12604 -0.47726 -0.86 1.13032 0.00694 0.19 1.13032 
Board characteristics 

            
Board size -0.01287 -0.39 1.45725 -0.000149 -0.07 1.45725 -0.01338 -0.39 1.45721 -0.000178 -0.08 1.45721 
Board independent ratio -0.71864 -0.87 1.26582 -0.08335 -1.51 1.26582 -1.39044 -1.61 1.31292 -0.12816** -2.25 1.31292 
Board Chairman characteristics 

            
Chairman as a major shareholder 0.45675*** 2.85 1.42118 0.02504** 2.33 1.42118 

      
Independent Chairman 

      
0.04853 0.26 1.34888 0.00807 0.66 1.34888 

CEO characteristics 
            

CEO duality -0.39857** -2.14 1.34241 -0.02635** -2.12 1.34241 -0.16599 -0.9 1.25821 1.31292 -0.96 1.25821 
Family CEO 0.02662 0.13 1.94668 0.01554 1.18 1.94668 0.09089 0.45 1.92189 0.01913 1.44 1.92189 
Control variables 

            
Ln (Firm age) -0.02487 -0.13 1.40709 0.0101 0.8 1.40709 -0.0461 -0.24 1.40487 0.00895 0.7 1.40487 
Log (Firm asset) -0.03891 -0.64 1.9182 0.00366 0.9 1.9182 -0.04583 -0.73 1.95592 0.00356 0.85 1.95592 
Leverage 0.99951 1.41 1.70921 -0.03602 -0.76 1.70921 1.00254 1.35 1.78137 -0.04029 -0.82 1.78137 
Year fixed effect 

            
Year dummy 0.36301** 2.57 1.10372 -0.00539 -0.57 1.10372 0.38754*** 2.68 1.10002 -0.00399 -0.42 1.10002 

Total observations 176 176 176 176 
R - square 1225 0.1024 0.0795 0.075 
Adjusted r - square 0.0636 0.0422 0.0177 0.013 
P value of F statistics 0.0243** 0.0773* 0.2357 0.2844 
P value > Chi square 0.8593 0.5741 0.9827 0.7699 
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Table 49: Impact of family owner on firm performance (Alternative model: exclude family CEO) 

This table shows the results from multivariate analysis to examine the ownership concentration (Model 3.2a (A) and Model 3.2a (B)) on firm performance (Tobin’s Q and ROA). Definitions of all 
variables in the table are presented in Table 11. T- statistics are reported in t-value column for both models. Asterisk (*) denotes 10% significance level, (**) denotes 5% significance level, (***) 
denotes 1% significance level. R-square and Adjusted R-square explains the fit of the model. P value of Chi-square shows whether the model has heteroscedasticity problem. VIF is obtained from SAS 
EG and shows magnitude of multicollinearity problem.  

 
Model 3.2a (A): FPit =   β0 + β1 (Family presence)it + β2 (Contestability ratio)it + β3 (Board size)it  + β4 (Board independence ratios)it + β5 (Chairman is a major shareholder)it + β6 (CEO 

duality)it  + β7 (Control variables)it  + αit (Year fixed effect) + εit 
 

Model 3.2a (B): FPit =   β0 + β1 (Family presence)it + β2 (Concentration dummy)it + β3 (Board size)it  + β4 (Board independence ratios)it + β5 (Chairman is a major shareholder)it + β6 (CEO 
duality)it + β7 (Control variables)it  + αit (Year fixed effect) + εit 

 

 
Model 3.2a (A) Model 3.2a (B) 

 
Tobin’s Q ROA Tobin’s Q ROA 

 
Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF 

Intercept 1.61424* 1.94 0 0.04526 0.81 0 1.63938** 2 0 0.04857 0.88 0 
Ownership structure 

            
% Largest shareholder 

            
Dominant shareholder 

            
% family ownership 0.0266 0.07 1.88327 -0.0225 -0.92 1.88327 0.33843 1.06 1.44834 -0.0196 -0.91 1.44834 
Family presence 

            
Contestability 

            
Contestability ratio 0.26317 0.78 1.57607 0.00557 0.25 1.57607 

      
Concentration of 2nd_10th>25%_dummy 

      
0.18308 1.18 1.22753 -0.000792 -0.08 1.22753 

Board characteristics 
            

Board size -0.01674 -0.5 1.44781 -0.000291 -0.13 1.44781 -0.02045 -0.61 1.45669 -0.000289 -0.13 1.45669 
Board independent ratio -0.86699 -1.06 1.24806 -0.0804 -1.46 1.24806 -0.96188 -1.17 1.25317 -0.08059 -1.46 1.25317 
Board Chairman characteristics 

            
Chairman as a major shareholder 0.39855** 2.47 1.43747 0.02619** 2.42 1.43747 0.38118** 2.38 1.42786 0.02598 2.41 2.41 
Independent Chairman 

            
CEO characteristics 

            
CEO duality -0.38446** -2.08 1.32424 -0.02736** -2.21 1.32424 -0.35142* -1.9 1.33363 -0.02726 -2.19 1.33363 
Family CEO 

            
Control variables 

            
Ln (Firm age) -0.07664 -0.41 1.38363 0.00919 0.73 1.38363 -0.11169 -0.6 1.38412 0.00899 0.72 1.38412 
Log (Firm asset) -0.02043 -0.34 1.88552 0.0033 0.81 1.88552 -0.01005 -0.17 1.8869 0.00335 0.83 1.8869 
Leverage 1.02821 1.45 1.70846 -0.03592 -0.75 1.70846 1.12377 1.59 1.71171 -0.03549 -0.74 1.71171 
Year fixed effect 

            
Year dummy 0.373*** 2.63 1.11636 -0.00563 -0.59 1.11636 0.40884 2.89 1.11313 -0.00541 -0.57 1.11313 

Total observations 176 176 176 176 
R - square 0.1185 0.0911 0.1227 0.0908 
Adjusted r - square 0.0651 0.036 0.0695 0.0357 
P value of F statistics 0.019** 0.0959* 0.0145** .0974* 
Chi square 0.5305 0.2749 0.5405 0.3352 
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Table 50: Impact of family owner on firm performance (Alternative model: exclude family CEO) 

This table shows the results from multivariate analysis to examine the ownership concentration (Model 3.2b (A) and Model 3.2b (A)) on firm performance (Tobin’s Q and ROA). Definitions of all 
variables in the table are presented in Table 11. T- statistics are reported in t-value column for both models. Asterisk (*) denotes 10% significance level, (**) denotes 5% significance level, (***) 
denotes 1% significance level. R-square and Adjusted R-square explains the fit of the model. P value of Chi-square shows whether the model has heteroscedasticity problem. VIF is obtained from SAS 
EG and shows magnitude of multicollinearity problem.  

Model 3.2b (A): FPit =   β0 + β1 (% Family ownership)it + β2 (Contestability ratio)it + β3 (Board size)it  + β4 (Board independence ratios)it + β5 (Independent Chairman)it + β6 (CEO duality)it  + β7 

(Control variables)it  + αit (Year fixed effect) + εit 
 

Model 3.2b (B): FPit =   β0 + β1 (% Family ownership)it + β2 (Concentration dummy)it + β3 (Board size)it  + β4 (Board independence ratios)it + β5 (Independent Chairman)it + β6 (CEO duality)it + 
β7 (Control variables)it  + αit (Year fixed effect) + εit 

 

  Model 3.2a (A) Model 3.2b (B) 

  Tobin’s Q ROA Tobin’s Q ROA 

  Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF Coefficient t-value VIF 

Intercept 1.93329** 2.1 0 0.07132 1.28 0 2.0007** 2.45 0 0.07241 1.32 0 
Ownership structure                         
% Largest shareholder                         
Dominant shareholder                         
% family ownership 0.30225 0.83 1.79118 -0.00504 -0.21 1.73636 0.55133* 1.77 1.33959 -0.0047 -0.22 1.33959 
Family presence                         
Contestability                         
Contestability ratio 0.24567 0.6 2.18217 0.00141 0.06 1.56698             
Concentration of 2nd_10th>25%_dummy             0.19189 1.21 1.23927 -0.000687 -0.06 1.23927 
Board characteristics                         
Board size -0.0171 -0.5 1.452 -0.000289 -0.13 1.44783 -0.02038 -0.6 1.45672 -0.00028 -0.12 1.45672 
Board independent ratio -1.45973* -1.71 1.30204 -0.12523** -2.19 1.30143 -1.4974* -1.76 1.30276 -0.12512** -2.19 1.30276 
Board Chairman characteristics                         
Chairman as a major shareholder                         
Independent Chairman 0.06555 0.36 1.35373 0.00815 0.67 1.35348 0.03871 0.21 1.36517 0.0082 0.67 1.36517 
CEO characteristics                         
CEO duality -0.1719 -0.94 1.25724 -0.01239 -1.01 1.24524 -0.16057 -0.88 1.24977 -0.01243 -1.02 1.24977 
Family CEO                         
Control variables                         
Ln (Firm age) -0.09788 -0.51 1.3918 0.00803 0.63 1.38173 -0.12585 -0.67 1.38269 0.00804 0.63 1.38269 
Log (Firm asset) -0.024 -0.38 1.95155 0.00316 0.76 1.92757 -0.01714 -0.28 1.92508 0.00316 0.76 1.92508 
Leverage 1.02153 1.38 1.78291 -0.03992 -0.81 1.78002 1.12538 1.53 1.78766 -0.04002 -0.81 1.78766 
Year fixed effect                         
Year dummy 0.40253*** 2.78 1.11349 -0.00376 -0.39 -0.39 0.4323 3.01 3.01 -0.00376 -0.39 1.10797 

Total observations 176 176 176 176 
R - square 0.0869 0.0613 0.0929 0.0613 
Adjusted r - square 0.0257 0.0045 0.0379 0.0045 
P value of F statistics 0.1686 0.3818 0.0869* 0.3818 
Chi square 0.9682 0.7152 0.7682 0.679 
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Figure 8: Histogram shows distribution of board size before winsorization 

 

 

Table 51: Distribution analysis for board size before winsorization 

Quantiles for Normal Distribution 

Percent 

Quantile 

Observed Estimated 

1.0 5.00000 4.46668 
5.0 8.00000 6.40889 

10.0 8.00000 7.44427 
25.0 9.00000 9.17435 
50.0 10.00000 11.09659 
75.0 13.00000 13.01883 
90.0 15.00000 14.74891 
95.0 15.00000 15.78429 
99.0 19.00000 17.72650 

 

Figure 9: Histogram shows distribution of board size after winsorization 
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Table 52: Distribution analysis for board size after winsorization 

Quantiles for Normal Distribution 

Percent 

Quantile 

Observed Estimated 

1.0 8.00000 5.37528 
5.0 8.00000 7.03634 

10.0 8.00000 7.92184 
25.0 9.00000 9.40147 
50.0 10.00000 11.04545 
75.0 13.00000 12.68944 
90.0 15.00000 14.16907 
95.0 15.00000 15.05457 
99.0 15.00000 16.71563 

 

Figure 10: Histogram shows distribution analysis for independent director ratios before winsorization 

 

 

Table 53: Distribution analysis independent director ratios before winsorization 

Quantiles for Normal Distribution 

Percent 

Quantile 

Observed Estimated 

1.0 0.16667 0.13275 
5.0 0.25000 0.20494 

10.0 0.27273 0.24342 
25.0 0.33333 0.30771 
50.0 0.33333 0.37915 
75.0 0.42857 0.45059 
90.0 0.53333 0.51489 
95.0 0.60000 0.55337 
99.0 0.69231 0.62555 
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Figure 11: Histogram shows distribution analysis for independent director ratios after winsorization 

 

 

Table 54: Distribution analysis for independent director ratios after winsorization 

Quantiles for Normal Distribution 

Percent 

Quantile 

Observed Estimated 

1.0 0.25000 0.16629 
5.0 0.25000 0.22892 

10.0 0.27273 0.26231 
25.0 0.33333 0.31810 
50.0 0.33333 0.38008 
75.0 0.42857 0.44207 
90.0 0.53333 0.49786 
95.0 0.60000 0.53125 
99.0 0.60000 0.59388 
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Table 55: Multivariate analysis for Model 1 and Model 2 (Dependent variable: ROA (EBIT/Total assets) 

 
Dependent variable: ROA (EBIT/Total assets) 

 
Model1a 

(A) 
Model1a 

(B) 
Model1b 

(A) 
Model1b 

(B) 
Model2a 

(A) 
Model2a 

(B) 
Model2b 

(A) 
Model2b 

(B) 

% Largest shareholder -0.03197 -0.01247 -0.02378 -0.0046 
    

 
(-1.02) (-0.5) (-0.75) (-0.18) 

    
Dominant shareholder_Dummy 

    
-0.00703 -0.00426 -0.00169 0.000996 

     
(-0.64) (-0.42) (-0.15) (0.1) 

% family ownership 
        

         Family presence_Dummy 
        

         
         Contestability ratio 0.02071 

 
0.02117 

 
0.00972 

 
0.01025 

 
 

(1.02) 
 

(1.01) 
 

(0.57) 
 

(0.6) 
 

Concentration of 
2nd_10th>25%_dummy  

-0.00139 
 

-0.00207 
 

-0.0002501 
 

-0.00122 

  
(-0.13) 

 
(-0.2) 

 
(-0.03) 

 
(-0.12) 

Board size 0.04279 0.04496 0.0452 0.04759 0.04881 0.04751 0.04842 0.04755 

 
(0.85) (0.88) (0.87) (0.9) (0.96) (0.92) (0.92) (0.89) 

Board independent ratio -0.01226 -0.01358 -0.06251 -0.06248 -0.01339 -0.0139 -0.06364 -0.06355 

 
(-0.26) (-0.3) (-1.37) (-1.39) (-0.29) (-0.31) (-1.41) (-1.42) 

Chairman as a major shareholder 0.03131*** 0.03121*** 
  

0.03132*** 0.03131*** 
  

 
(3.11) (3.11) 

  
(3.19) (3.18) 

  
Independent Chairman 

  
0.006 0.00535 

  
0.00551 0.00534 

   
(0.56) (0.5) 

  
(0.51) (0.5) 

CEO duality -0.01848 -0.0185 -0.00176 -0.00212 -0.01855 -0.01843 -0.00231 -0.00236 

 
(-1.6) (-1.6) (-0.15) (-0.18) (-1.59) (-1.58) (-0.2) (-0.2) 

Family CEO -0.008 -0.00782 -0.0006791 -0.0006013 -0.00863 -0.00813 -0.00115 -0.0007643 

 
(-0.93) (-0.9) (-0.08) (-0.07) (-1.01) (-0.93) (-0.14) (-0.09) 

Firm age -0.00467 -0.00536 -0.0057 -0.00633 -0.0053 -0.00554 -0.00645 -0.00662 

 
(-0.43) (-0.49) (-0.5) (-0.55) (-0.49) (-0.51) (-0.57) (-0.58) 

Firm asset size 0.0007552 0.0002638 0.0000822 -0.0004475 0.0004813 0.0002812 -0.0003574 -0.0005796 

 
(0.21) (0.07) (0.02) (-0.12) (0.14) (0.08) (-0.1) (-0.16) 

Leverage -0.02975 -0.02337 -0.03047 -0.02381 -0.02498 -0.02245 -0.02432 -0.02196 

 
(-0.77) (-0.62) (-0.79) (-0.64) (-0.66) (-0.6) (-0.65) (-0.59) 

Year dummy -0.00863 -0.00741 -0.00691 -0.00576 -0.00805 -0.00741 -0.00602 -0.00546 

 
(-1.09) (-0.92) (-0.81) (-0.67) (-1) (-0.92) (-0.71) (-0.63) 

R - square 0.08 0.08 0.03 0.0244 0.08 0.08 0.03 0.02 

Adjusted r - square 0.02 0.02 -0.04 0.041 0.02 0.02 -0.04 -0.04 

F statistics (P value) 0.2055 0.2438 0.9387 0.9649 0.2334 0.2481 0.9568 0.9656 

Sample size 176 

The table shows coefficient and standard white-t statistics (heteroscedasticity robust) in the parenthesis. 
*shows 90% significant level **shows 95% significant level *** shows 99% significant level 
 
The table proves robustness of the model in main regression that Chairman who is a major shareholder improves firm 
performance (99% significance).  
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Table 56: Multivariate analysis for Model 3 (Dependent variable: ROA (EBIT/Total assets) 

 
ROA (EBIT/Total assets) 

 
Model3a 

(A) 
Model3a 

(B) 
Model3b 

(A) 
Model3b 

(B) 
Model3.2a 

(A) 
Model3.2a 

(B) 
Model3.2b 

(A) 
Model3.2b 

(B) 

% Largest shareholder 
        

         

Dominant shareholder_Dummy 
        

         

% family ownership -0.04939** -0.03122 -0.03229 -0.01696 -0.04652** -0.0322* -0.02416 -0.01353 

 
(-2.33) (-1.59) (-1.6) (-0.9) (-2.46) (-1.75) (-1.34) (-0.74) 

Family presence_Dummy 
        

         

Contestability ratio 0.02934* 
 

0.02544 
 

0.02823* 
 

0.02232 
 

 
(1.82) 

 
(1.46) 

 
(1.82) 

 
(1.35) 

 

Concentration of 2nd_10th>25%_dummy 
 

-0.00446 
 

-0.00407 
 

-0.00451 
 

-0.0039 

  
(-0.46) 

 
(-0.4) 

 
(-0.46) 

 
(-0.38) 

Board size 0.04674 0.04742 0.04816 0.04881 0.04693 0.04733 0.0487 0.04912 

 
(0.95) (0.94) (0.93) (0.92) (0.96) (0.94) (0.94) (0.93) 

Board independent ratio -0.01193 -0.01085 -0.06354 -0.06162 -0.01064 -0.01143 -0.06082 -0.06021 

 
(-0.25) (-0.24) (-1.41) (-1.38) (-0.23) (-0.25) (-1.32) (-1.33) 

Chairman as a major shareholder 0.03406*** 0.03337*** 
  

0.03428*** 0.03325*** 
  

 
(3.34) (3.29) 

  
(3.37) (3.28) 

  

Independent Chairman 
  

0.00507 0.00497 
  

0.00505 0.00498 

   
(0.48) (0.47) 

  
(0.48) (0.47) 

CEO duality -0.0195* -0.01914* -0.00196 -0.00197 -0.01956* -0.01911* -0.00182 -0.0019 

 
(-1.7) (-1.66) (-0.17) (-0.17) (-1.71) (-1.66) (-0.16) (-0.16) 

Family CEO 0.0024 -0.00104 0.00647 0.00342 
    

 
(0.25) (-0.11) (0.69) (0.39) 

    

Firm age -0.00308 -0.00389 -0.0048 -0.00545 -0.003 -0.00394 -0.00462 -0.00529 

 
(-0.28) (-0.35) (-0.41) (-0.47) (-0.27) (-0.36) (-0.4) (-0.45) 

Firm asset size -0.0006956 -0.000565 -0.00102 -0.0009113 -0.00079285 -0.00051706 -0.0013 -0.00108 

 
(-0.2) (-0.16) (-0.28) (-0.24) (-0.23) (-0.15) (-0.35) (-0.29) 

Leverage -0.02402 -0.0219 -0.02503 -0.02322 -0.02394 -0.02189 -0.02473 -0.02322 

 
(-0.65) (-0.59) (-0.68) (-0.68) (-0.65) (-0.59) (-0.67) (-0.63) 

Year dummy -0.00938 -0.00818 -0.0072 -0.00621 -0.00929 -0.0082 -0.00691 -0.00613 

 
(-1.2) (-1.03) (-0.87) (-0.73) (-1.2) (-1.03) (-0.83) (-0.72) 

R - square 0.10 0.09 0.03 0.0276 0.10 0.09 0.03 0.03 

Adjusted r - square 0.04 0.03 0.03 -0.0376 0.04 0.03 -0.03 -0.03 

F statistics (P value) 0.0998* 0.1572 0.8805 0.9443 0.0682* 0.1109 0.849 0.9145 

Sample size 176 

 
The table shows coefficient and standard white-t statistics (heteroscedasticity robust) in the parenthesis. 
*shows 90% significant level **shows 95% significant level *** shows 99% significant level 
 
The table proves robustness of the model in main regression that Chairman who is a major shareholder improves firm 
performance (99% significance) and CEO duality has negative impact on firm performance.   
 
Unlike the main regression using ROA (Net income/ Total assets), the results show that family owners has negative impact on 
firm performance.  
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Table 57: Multivariate analysis for Model 4 (Dependent variable: ROA (EBIT/Total assets) 

 
ROA (EBIT/Total assets) 

 
Model4a 

(A) 
Model4a 

(B) 
Model4b 

(A) 
Model4b 

(B) 
Model4.2a 

(A) 
Model4.2a 

(B) 
Model4.2b 

(A) 
Model4.2b 

(B) 

% Largest shareholder 
        

         

Dominant shareholder_Dummy 
        

         

% family ownership 
        

         

Family presence_Dummy -0.02227** -0.02039** -0.01357 -0.01161 -0.02666** -0.02401** -0.02147** -0.01844* 

 
(-2.42) (-2.15) (-1.52) (-1.26) (-2.41) (-2.12) (-2.16) (-1.84) 

Contestability ratio 0.01326 
 

0.01552 
 

0.01408 
 

0.01692 
 

 
(0.91) 

 
(1.03) 

 
(0.96) 

 
(1.12) 

 

Concentration of 2nd_10th>25%_dummy 
 

-0.00165 
 

-0.00324 
 

-0.00149 
 

-0.00292 

  
(-0.18) 

 
(-0.34) 

 
(-0.16) 

 
(-0.31) 

Board size 0.05211 0.0516 0.05201 0.05206 0.05266 0.05192 0.05297 0.05264 

 
(1.07) (1.04) (1.01) (0.99) (1.09) (1.05) (1.04) (1.01) 

Board independent ratio -0.00833 -0.00779 -0.05862 -0.05737 -0.01099 -0.01011 -0.06216 -0.06051 

 
(-0.18) (-0.17) (-1.29) (-1.28) (-0.24) (-0.22) (-1.39) (-1.37) 

Chairman as a major shareholder 0.03345*** 0.03358*** 
  

0.03284*** 0.03307*** 
  

 
(3.39) (3.37) 

  
(3.31) (3.31) 

  

Independent Chairman 
  

0.00531 0.00504 
  

0.00551 0.0051 

   
(0.51) (0.48) 

  
(0.53) (0.49) 

CEO duality -0.01906* -0.01881 -0.00153 -0.00145 -0.01886 -0.01859 -0.0016 -0.00145 

 
(-1.66) (-1.63) (-0.13) (-0.12) (-1.64) (-1.61) (-0.14) (-0.12) 

Family CEO 
    

0.00653 0.0056 0.01133 0.01019 

     
(0.66) (0.56) (1.24) (1.11) 

Firm age -0.00225 -0.00252 -0.00379 -0.004 -0.0022 -0.00252 -0.00366 -0.00395 

 
(-0.2) (-0.23) (-0.33) (-0.34) (-0.2) (-0.23) (-0.32) (-0.34) 

Firm asset size -0.0008162 -0.0007944 -0.00144 -0.00146 -0.00059986 -0.00060246 -0.00102 -0.00108 

 
(-0.24) (-0.23) (-0.39) (-0.39) (-0.18) (-0.17) (-0.28) (-0.29) 

Leverage -0.02349 -0.02234 -0.02502 -0.02389 -0.02375 -0.02241 -0.02571 -0.02414 

 
(-0.65) (-0.62) (-0.68) (-0.65) (-0.66) (-0.62) (-0.71) (-0.66) 

Year dummy -0.00828 -0.00785 -0.00651 -0.00613 -0.0084 -0.00791 -0.00677 -0.00628 

 
(-1.06) (-1.00) (-0.79) (-0.73) (-1.08) (-1.00) (-0.82) (-0.75) 

R - square 0.10 0.10 0.04 0.0317 0.10 0.10 0.04 0.04 

Adjusted r - square 0.04 0.04 0.02 0.027 0.04 0.04 0.02 0.03 

F statistics (P value) .0643* 0.0760* 0.8089 0.8593 0.0881* 0.1051 0.8067 0.8653 

Sample size 176 

 
The table shows coefficient and standard white-t statistics (heteroscedasticity robust) in the parenthesis. 
*shows 90% significant level **shows 95% significant level *** shows 99% significance level 
 
The table proves robustness of the model in main regression that Chairman who is a major shareholder improves firm 
performance (99% significance) and CEO duality has negative impact on firm performance.   
 
Similar to Table 56 , family presence has negative impact on ownership.  
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Table 58: Ownership of listed companies 

Type Domestic Foreign 

Corporate 13.10% 0.76% 

Individuals 51.60% 1.28% 

Mutual Funds 1.75% 0.00% 

Pension Fund 0.99% 0.00% 

Insurance companies 0.51% 0.28% 

Securities companies 0.11% 0.40% 

Financial institution 2.98% 0.41% 

Foundation 0.01% 0.00% 

Others 11.77% 14.05% 

Total 82.82% 17.18% 

Source: World Bank, 2013 
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Figure 12: Illustration of development of capital market in Thailand 

Measures a market capitalisation of all companies listed on SET from 1996 to 2016 

SET 50 measures a market capitalisation of the 50th largest company in Thailand. 

Figure 12 shows that SET50 occupies more than 50% of total market capitalisation in SET. An implication is that SET is driven by only few large companies. Table 59 shows list of companies and 

whether they are family firms in Thailand.  

 
 

Source: set.or.th
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Table 59: Companies in SET50  

This table shows how important family owners are in Thailand. They own more than 50% of companies in SET 50.  
 

No SYMBOL Company name Industry Group 
Family 
owner 

/Individual 

Part of the 
sample 

1 ADVANC ADVANCED INFO SERVICE PUBLIC COMPANY LIMITED Technology No Yes 
2 AOT AIRPORTS OF THAILAND PUBLIC COMPANY LIMITED Services No(SOE) No 
3 BANPU BANPU PUBLIC COMPANY LIMITED Resources Yes No 
4 BAY BANK OF AYUDHYA PUBLIC COMPANY LIMITED Financials Yes No 
5 BBL BANGKOK BANK PUBLIC COMPANY LIMITED Financials Yes No 
6 BCP THE BANGCHAK PETROLEUM PUBLIC COMPANY LIMITED Resources No(SOE) Yes 
7 BEC BEC WORLD PUBLIC COMPANY LIMITED Services Yes Yes 
8 BDMS BANGKOK DUSIT MEDICAL SERVICES PUBLIC COMPANY LIMITED Services Yes Yes 
9 BH BUMRUNGRAD HOSPITAL PUBLIC COMPANY LIMITED Services No Yes 
10 BIGC BIG C SUPERCENTER PUBLIC COMPANY LIMITED Services No* Yes 
11 BJC BERLI JUCKER PUBLIC COMPANY LIMITED Services Yes Yes 
12 BTS BTS GROUP HOLDINGS PUBLIC COMPANY LIMITED Services Yes No 
13 CENTEL CENTRAL PLAZA HOTEL PUBLIC COMPANY LIMITED Services Yes Yes 
14 CK CH. KARNCHANG PUBLIC COMPANY LIMITED Property & Construction Yes No 
15 CPALL CP ALL PUBLIC COMPANY LIMITED Services Yes Yes 
16 CPF CHAROEN POKPHAND FOODS PUBLIC COMPANY LIMITED Agro & Food Industry Yes Yes 
17 CPN CENTRAL PATTANA PUBLIC COMPANY LIMITED Property & Construction Yes No 
18 DELTA DELTA ELECTRONICS (THAILAND) PUBLIC COMPANY LIMITED Technology Yes Yes 
19 DTAC TOTAL ACCESS COMMUNICATION PUBLIC COMPANY LIMITED Technology No Yes 
20 EGCO ELECTRICITY GENERATING PUBLIC COMPANY LIMITED Resources No(SOE) Yes 
21 GLOW GLOW ENERGY PUBLIC COMPANY LIMITED Resources No No 
22 HEMRAJ HEMARAJ LAND AND DEVELOPMENT PUBLIC COMPANY LIMITED Property & Construction No Yes 
23 HMPRO HOME PRODUCT CENTER PUBLIC COMPANY LIMITED Services Yes No 
24 INTUCH INTOUCH HOLDINGS PUBLIC COMPANY LIMITED Technology Yes Yes 
25 IRPC IRPC PUBLIC COMPANY LIMITED Resources No No 
26 IVL INDORAMA VENTURES PUBLIC COMPANY LIMITED Industrials Yes Yes 
27 JAS JASMINE INTERNATIONAL PUBLIC COMPANY LIMITED Technology Yes No 
28 KBANK KASIKORNBANK PUBLIC COMPANY LIMITED Financials No No 
29 KTB KRUNG THAI BANK PUBLIC COMPANY LIMITED Financials No(SOE) No 

30 KTIS 
KASET THAI INTERNATIONAL SUGAR CORPORATION PUBLIC 
COMPANY LIMITED 

Agro & Food Industry Yes No 

31 LH LAND AND HOUSES PUBLIC COMPANY LIMITED Property & Construction Yes Yes 
32 M MK RESTAURANT GROUP PUBLIC COMPANY LIMITED Agro & Food Industry Yes No 
33 MINT MINOR INTERNATIONAL PUBLIC COMPANY LIMITED Agro & Food Industry Yes Yes 
34 PS PRUKSA REAL ESTATE PUBLIC COMPANY LIMITED Property & Construction Yes No 
35 PTT PTT PUBLIC COMPANY LIMITED Resources No(SOE) Yes 
36 PTTEP PTT EXPLORATION AND PRODUCTION PUBLIC COMPANY LIMITED Resources No(SOE) No 
37 PTTGC PTT GLOBAL CHEMICAL PUBLIC COMPANY LIMITED Industrials No(SOE) No 
38 RATCH RATCHABURI ELECTRICITY GENERATING HOLDING PUBLIC CO.,LTD. Resources No(SOE) No 
39 ROBINS ROBINSON DEPARTMENT STORE PUBLIC COMPANY LIMITED Services Yes No 
40 SCB THE SIAM COMMERCIAL BANK PUBLIC COMPANY LIMITED Financials No No 
41 SCC THE SIAM CEMENT PUBLIC COMPANY LIMITED Property & Construction Yes Yes 
42 SCCC SIAM CITY CEMENT PUBLIC COMPANY LIMITED Property & Construction Yes No 
43 SPALI SUPALAI PUBLIC COMPANY LIMITED Property & Construction Yes Yes 
44 TCAP THANACHART CAPITAL PUBLIC COMPANY LIMITED Financials No No 
45 TMB TMB BANK PUBLIC COMPANY LIMITED Financials No No 
46 TOP THAI OIL PUBLIC COMPANY LIMITED Resources No No 
47 TRUE TRUE CORPORATION PUBLIC COMPANY LIMITED Technology Yes No 
48 TTW TTW PUBLIC COMPANY LIMITED Resources Yes No 
49 TUF THAI UNION FROZEN PRODUCTS PUBLIC COMPANY LIMITED Agro & Food Industry Yes No 
50 VGI VGI GLOBAL MEDIA PUBLIC COMPANY LIMITED Services Yes No 

Source: Column 2,3, and 4 is from Wikipedia 
Column 5 is from the annual report
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Table 60: Firms listed in SET50 that is in the sample in 2014 

The table shows companies used in the sample for this thesis. These companies are one of the biggest companies listed on the Stock Exchange of Thailand. 

The table illustrates a methodology on how a firm is considered to have a presence of family. Secondly, the table shows some corporate governance mechanisms used in these firms and its performance in order to help 

with data interpretation in the results section. Lastly, the table demonstrates the importance and significance of family firms in Thailand. The table shows that large family firms already account for 13.37% of total 

market capitalisation of the SET.   

No. SYMBOL Industry Group 
Family 
owner 

/Individual 

Family/Owner 
type 

Market cap 
(2014) in Million 

THB 

% 
Ownership 

 of the 
largest 
owner 

 
 

ROA 
(%) 

 
 

Tobin’s Q 
Presence of 

family_Dummy 
Family 

CEO 
CEO 

duality 
Independent 

Chairman 

Major 
Shareholder 

Chairman 

1 ADVANC Technology No* Foreign investment 746,246.93 40.45% 28.51% 6.1 0 0 0 0 1 
2 BCP Resources No(SOE) Ministry of Finance 17,430.47 73.84% 0.9% 0.8 0 0 0 0 0 
3 BEC Services Yes Maleenont 102,000.00 47.03% 25.55% 5.59 1 1 0 0 1 
4 BDMS Services Yes Sophonpanich 266,444.45 22.75% 7.9% 3.15 0 1 0 0 0 
5 BH Services No Foreign investment 102,732.68 23.95% 14.26% 5.16 0 0 0 0 1 
6 BIGC Services Yes Bhirombhakdi 195,525.00 55.55% 7.03% 2.04 1 0 0 1 0 
7 BJC Services Yes Bhirombhakdi 65,679.12 73.69%    3.7% 1.6 1 1 0 0 1 
8 CENTEL Services Yes Chirathiwat 41,850.00 67.48% 4.14% 1.73 1 1 0 0 1 
9 CPALL Services Yes Chiarawanon 350,340.95 41.65% 3.11% 1.62 1 0 0 0 1 
10 CPF Agro & Food Industry Yes Chiarawanon 210,995.17 43.71% 2.5% 0.7 1 0 0 0 1 
11 DELTA Technology No Foreign investment 87,940.40 57.60% 15.58% 2.29 0 0 0 0 0 
12 DTAC Technology No Foreign investment 228,493.76 42.60% 10.08% 2.41 0 0 0 0 0 
13 EGCO Resources No(SOE) Ministry of Finance 88,182.89 25.41% 4.7% 0.92 0 0 0 0 0 
14 HEMRAJ Property & Construction No Foreign investment 42,702.82 11.01% 8.79% 1.72 0 0 0 0 0 
15 INTUCH Technology Yes Shinnawatra 250,902.39 41.62% 27.11% 4.76 1 0 0 1 0 
16 IVL Industrials Yes Lohia 97247.99635 63.69% 0.06% 0.80 1 1 0 0 1 
17 LH Property & Construction Yes Asavabhokhin 99,968.67 22.07% 9.7% 1.55 0 1 0 0 1 
18 MINT Agro & Food Industry Yes Heinecke 130,050.59 33.00% 5.92% 2.12 1 1 0 0 1 
19 PTT Resources No(SOE) Ministry of Finance 925,441.08 52.11% 3.1% 0.73 0 0 0 1 0 
20 SCC Property & Construction Yes The Royal Bureau 537,600.00 30.00% 7.21% 1.48 0 0 0 0 0 
21 SPALI Property & Construction Yes Tangmatitham 41368.9333 28.19% 11.78% 1.46 1 1 1 0 1 

   
Mcap of all firms in the sample/ 

mcap of SET 
4,629,144.29 33.41% 

  

     

   
Mcap of all family firms in the 

sample/mcap of SET 
1,852,373.57 13.37% 

  

     

   
Mcap of SOE in the sample/mcap of SET 1,031,054.43 22.55% 
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Table 61: Classification analysis between firms with dominant owners and non-dominant owners (winsorised 
data) 

This table shows winsorised data of firm’s characteristics. The purpose is illustrate that winsorisation of data does not affect the 
results and interpretation of the thesis. 
 

 
Dominant owner (N = 138) Non-dominant owner (N= 38) 

 
Mean Std. Min. Max. Mean Std. Min. Max. 

Firm characteristics 
        

CAPEX (Unit: THB million) 1,665.01 3,227.05 6.40 12,594.24 482.16 1,341.57 6.40 7,797.94 
Cash (Unit: THB million) 1,718.87 3,729.87 12.02 14,258.07 924.14 1,369.33 12.02 6,436.44 
EBIT (Unit: THB million) 2,303.62 4,002.43 -82.69 14,164.25 1,341.89 2,246.35 -82.69 8,952.95 
Revenue (Unit: THB million) 29,878.88 53,130.38 593.70 183,016.10 10,657.34 16,180.36 593.70 75,529.88 
Net income (Unit: THB million) 1,923.65 3,197.77 -77.13 10,728.75 1,112.28 1,911.36 -77.13 8,423.07 
Investment (CAPEX to Sales) % 6% 6% 0% 23% 5% 7% 0% 23% 
PPE to dales (x) 7.87 11.25 -6.05 43.19 4.74 8.83 -6.05 43.19 
Cash to sales (%) 6.64% 8.50% 0.00% 33.59% 12.00% 10.50% 0.00% 33.59% 
EBIT margin (%) 10.07% 9.83% -5.45% 36.81% 12.31% 12.81% -5.45% 36.81% 
Net income margin (%) 8.87% 8.81% -6.22% 29.14% 9.64% 10.17% -6.22% 29.14% 

 
 
 

Table 62: Classification analysis between firms with family owners and non-family owners (winsorised data) 

This table shows winsorised data of firm’s characteristics. The purpose is illustrate that winsorisation of data does not affect the 
results and interpretation of the thesis. 

 
Family owner (N = 124) Non-family owner (N= 52) 

 
Mean Std. Min. Max. Mean Std. Min. Max. 

Firm characteristics 
        

CAPEX (Unit: THB million) 910.85 2,051.20 6.40 12,594.24 2,599.00 4,231.20 6.40 12,594.24 
Cash (Unit: THB million) 967.67 2,408.78 12.02 14,258.07 2,929.43 4,726.77 12.02 14,258.07 
EBIT (Unit: THB million) 1,393.18 2,758.31 -82.69 14,164.25 3,771.86 4,981.97 -82.69 14,164.25 
Revenue (Unit: THB million) 16,060.40 34,352.18 593.70 183,016.10 48,784.15 66,131.66 593.70 183,016.10 
Net income (Unit: THB million) 1,119.35 2,136.51 -77.13 10,728.75 3,248.65 4,029.67 -77.13 10,728.75 
Investment (CAPEX to Sales) % 5.37% 5.79% 0.00% 23.38% 6.27% 7.38% 0.00% 23.38% 
PPE to Sales (x) 7.16 10.95 -6.05 43.19 7.28 10.63 -6.05 43.19 
Cash to sales (%) 6.61% 7.83% 0.00% 33.59% 10.64% 11.46% 0.00% 33.59% 
EBIT margin (%) 9.53% 9.54% -5.45% 36.81% 13.00% 12.39% -5.45% 36.81% 
Net income margin (%) 8.30% 8.39% -6.22% 29.14% 10.77% 10.46% -6.22% 29.14% 

 
 
 

Table 63: Classification analysis between firms with family CEOs and non-family CEOs (winsorised data) 

This table shows winsorised data of firm’s characteristics. The purpose is illustrate that winsorisation of data does not affect the 
results and interpretation of the thesis. 

 
Family CEO (N = 115) Non-family CEO (N= 61) 

 
Mean Std. Min. Max. Mean Std. Min. Max. 

Firm characteristics 
        

CAPEX (Unit: THB million) 669.63 1,382.21 6.40 8,434.43 2,804.69 4,350.26 6.40 12,594.24 
Cash (Unit: THB million) 767.77 1,698.47 12.02 14,258.07 3,016.87 4,939.03 12.02 14,258.07 
EBIT (Unit: THB million) 1,201.78 2,122.29 -82.69 13,337.21 3,781.75 5,212.41 -82.69 14,164.25 
Revenue (Unit: THB million) 11,794.55 21,995.82 593.70 183,016.10 51,998.22 69,263.40 593.70 183,016.10 
Net income (Unit: THB million) 934.21 1,666.16 -77.13 10,728.75 3,283.54 4,121.59 -77.13 10,728.75 
Investment (CAPEX to Sales) % 5.58% 6.25% 0.00% 23.38% 5.74% 6.42% 0.00% 23.38% 
PPE to Sales (x) 6.90 10.84 -6.05 43.19 7.74 10.87 -3.01 43.19 
Cash to sales (%) 7.47% 8.73% 0.00% 33.59% 8.42% 10.10% 0.00% 33.59% 
EBIT margin (%) 10.49% 9.56% -5.45% 36.81% 10.68% 12.27% -5.45% 36.81% 
Net income margin (%) 8.79% 8.36% -6.22% 29.14% 9.49% 10.39% -6.22% 29.14% 

 
 

Table 64: Classification analysis between firms with a major shareholder Chairman and other types of 
Chairman (winsorised data) 

This table shows winsorised data of firm’s characteristics. The purpose is illustrate that winsorisation of data does not affect the 
results and interpretation of the thesis. 

 
Chairman is a major shareholder (N = 86) Other Chairman (N= 90) 

 
Mean Std. Min. Max. Mean Std. Min. Max. 

Firm characteristics 
        

CAPEX (Unit: THB million) 1,106.46 2,571.48 6.40 8,434.43 1,699.31 3,279.93 6.40 12,594.24 
Cash (Unit: THB million) 1,354.20 3,206.09 12.02 14,258.07 1,731.79 3,538.15 12.02 14,258.07 
EBIT (Unit: THB million) 1,926.77 3,513.71 -82.69 13,337.21 2,257.66 3,901.44 -82.69 14,164.25 
Revenue (Unit: THB million) 22,235.86 43,609.71 593.70 183,016.10 29,066.45 52,329.82 593.70 183,016.10 
Net income (Unit: THB million) 1,467.80 2,660.06 -77.13 10,728.75 2,016.66 3,251.64 -77.13 10,728.75 
Investment (CAPEX to Sales) % 5.00% 5.59% 0.00% 23.38% 6.24% 6.88% 0.00% 23.38% 
PPE to Sales (x) 5.82 10.35 -6.05 43.19 8.51 11.16 -6.05 43.19 
Cash to sales (%) 5.84% 7.98% 0.00% 33.59% 9.67% 9.93% 0.00% 33.59% 
EBIT margin (%) 10.33% 10.25% -5.45% 36.81% 10.77% 10.87% -5.45% 36.81% 
Net income margin (%) 8.38% 8.91% -6.22% 29.14% 9.66% 9.27% -6.22% 29.14% 
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Table 65: Classification analysis between firms with an independent Chairman and other types of Chairman 
(winsorised data) 

This table shows winsorised data of firm’s characteristics. The purpose is illustrate that winsorisation of data does not affect the 
results and interpretation of the thesis. 

 
Independent Chairman (N = 45) Non-Independent Chairman(N= 131) 

 
Mean Std. Min. Max. Mean Std. Min. Max. 

Firm characteristics 
        

CAPEX (Unit: THB million) 1,325.50 2,823.97 6.40 12,594.24 1,438.52 3,017.46 6.40 12,594.24 
Cash (Unit: THB million) 1,731.62 3,811.48 12.02 14,258.07 1,483.96 3,225.94 12.02 14,258.07 
EBIT (Unit: THB million) 2,122.82 3,952.73 -82.69 14,164.25 2,086.75 3,638.92 -82.69 14,164.25 
Revenue (Unit: THB million) 20,720.43 42,405.31 593.70 183,016.10 27,449.20 50,137.21 593.70 183,016.10 
Net income (Unit: THB million) 1,914.39 3,293.71 -77.13 10,728.75 1,691.47 2,877.92 -77.13 10,728.75 
Investment (CAPEX to Sales) % 7.17% 7.75% 0.00% 23.38% 5.10% 5.65% 0.00% 23.38% 
PPE to Sales (x) 8.10 10.09 -6.05 43.19 6.88 11.09 -6.05 43.19 
Cash to sales (%) 10.15% 9.87% 0.00% 33.59% 6.99% 8.87% 0.00% 33.59% 
EBIT margin (%) 13.52% 12.69% -5.45% 36.81% 9.54% 9.54% -5.45% 36.81% 
Net income margin (%) 11.70% 10.08% -6.22% 29.14% 8.12% 8.58% -6.22% 29.14% 

 
Table 66: Classification analysis between firms with a CEO duality structure and non-CEO duality structure 
(winsorised data) 

This table shows winsorised data of firm’s characteristics. The purpose is illustrate that winsorisation of data does not affect the 
results and interpretation of the thesis. 

 
CEO duality (N = 40) Non-CEO duality (N= 136) 

 
Mean Std. Min. Max. Mean Std. Min. Max. 

Firm characteristics 
        

CAPEX (Unit: THB million) 433.35 869.46 6.40 3,778.02 1,696.76 3,284.26 6.40 12,594.24 
Cash (Unit: THB million) 482.78 820.98 12.02 4,367.66 1,860.37 3,760.60 12.02 14,258.07 
EBIT (Unit: THB million) 1,062.78 1,701.29 -82.69 6,472.13 2,399.85 4,074.12 -82.69 14,164.25 
Revenue (Unit: THB million) 17,498.84 38,914.75 593.70 183,016.10 28,149.35 50,542.09 593.70 183,016.10 
Net income (Unit: THB million) 807.49 1,238.99 -77.13 4,478.11 2,025.22 3,277.32 -77.13 10,728.75 
Investment (CAPEX to Sales) % 3.67% 4.63% 0.00% 23.38% 6.21% 6.61% 0.00% 23.38% 
PPE to Sales (x) 6.09 11.40 -6.05 43.19 7.52 10.67 -6.05 43.19 
Cash to sales (%) 5.05% 6.87% 0.00% 33.59% 8.60% 9.67% 0.00% 33.59% 
EBIT margin (%) 9.16% 11.49% -5.45% 36.81% 10.97% 10.26% -5.45% 36.81% 
Net income margin (%) 6.98% 8.95% -6.22% 29.14% 9.64% 9.08% -6.22% 29.14% 

 

 


