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ABSTRACT

Internal auditing plays a vital role in helping organizations evaluate and enhance
their operational performance and internal control systems to achieve optimal efficiency.
This study aims to investigate factors influencing the efficiency of internal auditing, with a
focus on auditor qualifications, auditing processes, client support, and technology adoption.
Data were collected through online questionnaires distributed to internal auditors and
accounting personnel in public and private organizations. A total of 129 completed
responses were analyzed, representing a response rate of 21.5%. The findings revealed
that all four factors positively influenced to internal auditing efficiency, with technology
adoption significantly enhancing speed and accuracy. Insights from this study offer valuable
guidelines for improving internal auditing practices to sustainably meet the demands of

modern organizations.

Keywords: Internal Audit Efficiency, Auditing Processes, Audit Quality
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This research’s objective is to examine the influence of type of ESG reports on market reactions of listed

companies from the Stock Exchange of Thailand (SET). Samples used in this research are listed companies from the

SET during 2017 to 2023. Multiple regression is used to test the hypotheses. The results of the test of the interaction

effect between ESG Scores and types show a negative relationship with market reactions, indicating that ESG

reports presented in sustainability development reports reduce information asymmetry, providing investors with

accurate and sufficient information to support their investment decisions. The results contribute to the corporations

to improve their ESG reporting for sustainable development and investor’s decision making.
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1935370 detu maliawedayadiu ESG Faasioudsinaninuasssia uassgaamuadlavesamuiifesnis
anpulugshenfiaunmuaziloniaairssaneuwniluszezen madamedeyasu ESG agvioufeunum
AuSuRnTeuvesgIRaTitlresildwlids waznanmsudunulunmstaungsialiaulnegwsioideuarfedu
MNMIMUILITIUNTTIaziuldinsTeny ESG iWunsdenardlunisiausdeyaludsiidiulfdrude
iedoansTivsuiandfiiuarUssiiumsdinuuazdanadonnasnaunuindefiovosuismlviidles
daul,ﬁalﬁ%’uiuasﬂﬁagamdwﬁ?umisi’ﬂumiﬁf\mméf@ﬁﬂ% (Giudice & Rigamonti, 2020; Garcia-Sanchez et al.
2019; Maroun, 2019) eﬁ’qﬁ?umsﬁﬂmﬂ%ﬂﬁﬁﬂﬁéﬁg@amagm

Hla: ESG Scores #dvdHaauinsiaufiseinainuuasuienaangidevlunaiandnning
whisUsemealne

0
o

H1b: ESG Scores #l@a1nsigeunisiaunganudiguidnsnaiisuindeufiseinainiu
vosusEmannzileulunanavannindurislssmelng
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nsauLUDAQlUNISIDY

NHUIAARAENG U NTEFYY I UTTANTesIeau ESG LﬂuﬁaﬂawqLﬁadaé’mmﬂmlﬂﬁﬂﬂﬁﬁauié’
dde Timmuiaunufifuasyseiunedunnden dau Lagssanivia naonaunnutidofiovesuidn
Tgfiduldamudeldsuiunsidoyamaniunlilunsiansandaduls fufunisinunedsifsdnseuuuian
Tuns3dy fail

fiauUs8a92 (Independent Variable) fiauuUsnu (Dependent Variable)
N1551897U ESG Uffisenanaiu (Stock Market Reaction)
- ALY ESG (ESG Scores) - DR INANDULNUNUSTUAIEAINLLEE

(Risk Adjusted Return)

A

fiaksnnu (Moderator Variable)
Useinnve9sieau (Type)

AuUsAuAx (Control Variables):

- AMAABIVNINISRY (LEV)

- YUIAUIEN (SIZE)

- 819UIYN (AGE)

- dandunAveiusieyarn T dves
USYn (PBV)

- dwsdwmnansenlianssesiu (PE)

- dasduyam Uy lseyadinain (BTM)

- USIUNSHeATeIUTRINAI U 8L R
(Free float)

- ATELARUAAIINNTTALEUUY (CFO)

- MMIRTRERUULYTAN Bigd (Bigd)

- naugnaMngsy (Industry)

- Ylfluns3de (vean
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58 TUMS398
nsiusIuTIUtaya

ndusegsvesmifoaded 1Wun visnanvadoulunmandnninduissamalng S 873 U3
(ou $uil 5 un91Am 2566) TnegIdouifutoyanaunn e 2560 83 1.¢.2566 ipsnndoyafifedestv £ t
Issumeiaunuazaivayulaenanndnvinduwisusemalnglud 2558 luFeamaametoyavesgsiviulssiiiu
fudannden dsa warsnniuia e liamuiideyafiodmiunmsfiansanamu lnsgshafifinmadame
Toyaoehaldsdla gndos LLa“ﬂ’ﬁumum]”ENaﬁ’Nﬂ’J’lﬂJL%E]EJHIMLLﬂNlIﬂ’J‘Lﬂ@LﬂEJLLa‘”m@ﬂIMNaW}uLﬂﬂﬂ’J’]EJﬁ‘iﬂﬁ]
Feu nmsfnwiadeiifaFusufudoyalulng, 2560 s wa. 2566 Wolkideyanisdame ESG feme
sonsiiuieseid ilildgadeyasiuiadusiuau 6,111 deya (Firm-Year Observations) anniulédn
(1) Usmiteglungy The Market for Alternative Investment (MAI) $1uau 196 138w 1osainidufanisid
maadoulmuesramdnminduasinsaiduruisniamsrualg maiinmenuanudiBuresui
Tundy MAI filsiifisanesionsiaseyt WewFouiteufuusemlu SET Alideyansnenuanudduiifiome
fensilasey wazdudunguiedeiidnamuliamaulalideyaifienisindulalunisasudsudiaunn
(Bruder et al.,, 2019; Chantabutr et al., 2020) (2) N§uEININTEIUTIWIY 69 VTN Hesnuisnmani
flassaradunuuazngssidevlunsdaimeaunmanisiuiiunndialuanngugsiadu (Luckanapisaste
et al, 2019) waw (3) ngunowMuA q $117u 61 V3N ilesnindnumznisusenougsiavesuismmanilally
fidnwazmilousuusemaanzidouiily (Dahiya & Singh, 2021) inlivaenguiiegeduIu 547 UsEm
vi3e 3,829 Taya il fiTeldFateyauduiitoyalinsufiueandiui 509 Teya ey ndudregeild
ilensnaaeuauigiuresAdedaviniu 3,320 deya dauanseazdealumiei 1

d’ 1 > 1 ldl a o
M1319% 1 nqudieg1anttlunside

Firm-Year Observations

FuvsInaansiloulunatananninduiauseinalne 6,111
Y19RUA (873 USHEN)

Y

ilal
nax MAI (196 U3¥W) (1,372)
NANGININITEU (69 UIWN) (483)
NBINUAN 9 (61 UTEN) (427)
Audenauiag1luNwIdY (547 USEM) 3,829
¥in viEniTideyaliasudiy (509)
fedu ngudregneililunisise 3320

Journal of Federation of Accounting Professions | Volume 6(3) Issue 18 ® Semtember - Desember 2024

33



MsIanMOuUsIatiiuuNaoD

1. fuUs9ase (Independent Variables) g ESG scores fdyauNanIsAIduaIuaIuAugseu inse

518974 ESG 1JUN1951891UA AN UYDIUSINTLAAIDIULEUNY NANTENULAZNANISANIUIIUATUES

wIndeudIny LarsTInAuIeveIgsna (Pulino et al, 2022; Harasheh & Provasi, 2022; Izcan & Bektas, 2022)

waw ESG scores fIldannisAuinmugnsangudoya Thomson Reuters Eikon %38 Refinitiv (Jugfliu3nis

LNAANDSUAIUNITRULAZNITIANITANULESILDINLNVDLAN 9 “Refinitiv ESG Scores” 1agaziiiy ESG

910 Refinitiv 1A5UN1500NWUULLNDIAUSEANTAIW ESG Miendasuaausem (Refinitiv, 2023)

1Y

2. fUsu (Dependent Variable) Ag Ay MaReUWILTIUS U EALEeEs (Risk Adjusted Return:
RET) AWIaINgAS

RET = 995 NARDULNUYBINENNSNY — DATINANDUBLNUNAIAN IIVDINENNSWE

3. @UIANNAU (Moderator Variable) A9 Usztanwedsiaenu (Type) dalagninuseniniisiesu
AudeBulussaunisimuiganudsdu dvuadu 1 winsenuanudBulusisaudy Aldliseau
mswmungaugadu Muumiu 0

4. fuusaaurw (Control Variables) Tun1533easall loun

34

AudseIn1aiu (Leverage) Anmandadumiiausodiuvoadiioru (Albitar et al, 2020)
Yalagldnsnduvomiausudediurosiesiu (Debt/Equity Ratio)

YUIAUIEN (SIZE) Inaneaeni3finvesyarmanyingniusainaia (Aouadi & Marsat, 2018;
Bernardi & Stark, 2018)

919U (AGE) szuzian (¥) fiuTsmasnsioudinaravdnninduwissemalng fnainan
sonifuressunldudiiremededlunanandnning (Nollet et al,, 2016)
9nI1EIUTIANVRMURBLAA1ANTYVDIUTEN (Price to Book Value: P/BV Ratio: PBV) 1n
1AgNSANUINAINTIANAIAVDIUNIAMEYaAMaULY YU (Arkan, 2016)
gnsduTIAImaIndenilianSaeiu (Price to Earning: P/E Ratio: PE) ANWIAINYaAINAIN
YU IMLLIHOYUYDIUTEN (Arkan, 2016)

dasduyartyTreyarinain (Book-to-Market: BTM) Lusasidiuiianansaeduiesns
NaRDUWNLTITNAWUInsle (Bae et al,, 2021)

Usunaunisiiensesiuesiamusieges (Free float) Inaniesiiudsviugievusedes
nszuatuandnnsAiiuau (CFO) fnannszuaduaniiininianssundndinelianseld
wazAlTa1eveIianIs

nsnsaeaeulyTann Bigd (Bigd) Talagnnusenilnnsasiaaeutndann Bigd fuuadu 1
ynldFunsnsadeuanmiesduimuaiiu 0

FHunsI¥e (Year) lnefnudaudd 2560 - 2566
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MS3lAs:Kuoya

1. adi@lanssauun (Descriptive Statistics) Tuns3deasell agldatimnssaunlunisasudoyailewu
Y A = = P i = v | =i
Yoangumeg1anlilunisAine Gesznaulume Alafevesdeya (Mean) daudesuuninggiu (Standard
Deviation) Agsgn (Maximum) wazaean (Minimum) {Judu

2. @0AwaeRuIU (Inference Statistics) THiilon1simsieianduius (Correlation Analysis) 994
nauieg9naUNTIATIERAUANTUS R IIMUTAN 9 auaunEgiy Ingldnisannsedanyan (Multiple
Regression Analysis) LilovindeuaLLAgIuLazANdIuS sEninaduUsdass fuusauau fusiiulas
faudseny faaunseeluil

RETi: = Bo + B1ESGie1 + BoLEVir + BsSIZE s + BaAGE;: + BsPBVic + BePEi + B-BTM;; +
BgFreeﬂoatLt + [39CFOi,t + BloBIGﬂfi,t + BllYeari,t + Blzlndustryi,t £ & e (1)
RET.: = Bo + BiESGie1 + BaTypeis + Ba(Type x ESG)¢ + BaLEVis + BsSIZE;: + BAGE: +
BPBV,; + BsPE + BoBTM;; + BioFreefloat;, + B1:CFO, + B12BIGA, + BisYear, + Praindustry,

wans3ve
NAFAAWINTIAUUN (Descriptive Statistics)

91ne5199 2 wansliiiudnusevlunaiandnnindusseinalneiundunquiiegislunisiing

pdsiifnsmaneuunuiiuiudeanuides (RET) lneladvagiisoray 7.827 wasll ESG scores Ladudouas
26.191 Tusuveswuinuisn (SIZE) Mhandunduiogistsinnnyadmdnningmusanainlagidoogi
4.158 ugruum lushunseuaiuanainnisdifiuny (CFO) wudidlldeded 1.820 sfuduuim uazu3em
fiong (AGE) 1edni 18 T ludruvesdandumsmsiuiddgdmiunsamuty Snsdmmavesiusoyad

Ly

audyBvesusem (PBY) lnsladusgi 2.200 dnsidusimaaiasdeniilsgnSaeniu (PE) uardnsidiuyandayd

)}

]

Y

doyaAna1n (BTM) lneiaduag 19.986 uay 0.872 auaau naudiegsdiulnglasunisnsiasudayd

o

PNUSENATIIEDUNN Bigd Sowag 65.390 Usunaulnaiinisseeu ESG lusrenudunlidlysisanuauddy
95088z 83.040

)}
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aa a

A9 2 ANATINTTUU (Descriptive statistics)

Panel A: fauUssaiiio (Continuous Variables)

RET (%) -51.441  -2.650 7.287 13.836 133416 19.716 3,320
ESG (%) 4.329  13.889 26.191 34.559 93.303 17937 3,320
LEV (Ratio) 7.997 12.798 13.502 14.278 16.041 1.064 3,320
SIZE (In) 0.303 0.535 4.158 14.685 136.862  34.281 3,320
AGE @) 1.000 9.000 18.000 28.000 48.000 11.217 3,320
PBV (Ratio) 0.287 0.870 2.200 2.531 12.437 2424 3,320
PE (Ratio) 5.889 8.431 19.986 25.456 67.477 16.602 3,320
BTM (Ratio) 0.144 0.399 0.872 1.168 2.399 0.612 3,320
Free float(%) 0.947 23177 36.568 48.259 97961 18.400 3,320
CFO (In) -0.231 0.166 1.820 2.310 9.455 2.642 3,320
0 1 N
(Percent: %) (Percent: %)
Panel B: fauusninia (Dichotomous Variables) (dummy variables 0,1)
Bigd 34.610 65.390 3,320
Type 83.040 16.960 3,320

nu8Le): Toyaiin1ImaaeunskankasUnid (Normal Distribution) Inen1snsavaeuan Skewness (Litiu+/-2)
wazA Kurtosis (baliAu +/-7) (Hair et al,, 2010) NSMALAMAUIZYINNITARLUAIINANRASUNR PR8N1TARAIUI
d1unngaan (Winsorization) NdMEIU 5% WaILNUAINIEY Percentile HULNUY
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A1519% 3 LaRIANAUUTEANSANAUNUSVD AN SHUAINSUAILUTNIUA

Variables RET ESG LEV SIZE AGE PBV PE BTM Free float CFO Bigd Type VIF
RET 1.000

ESG 0.009 1.000 1.280
LEV 0.027 0.064***  1.000 1.080
SIZE -0.060***  0.517**  0.162***  1.000 2.110
AGE -0.004 0.103* -0.008 0.002 1.000 1.090
PBV -0.063***  0.125* 0.120***  0.357***  -0.203***  1.000 1.330
PE -0.023 0.012 -0.019 0.036 -0.023 0.074***  1.000 1.010
BTM 0.065***  -0.116*** -0.090*** -0.207*** 0.148***  -0.338*** -0.037  1.000 1.180
Free float -0.042 0.127%%  0.178***  0.153***  0.064***  -0.024 -0.007  -0.002 1.000 1.070
CFO -0.035 0.303***  0.173**  0.534***  0.092***  0.103***  0.002 -0.058***  0.110*** 1.000 1.490
Big4 -0.032 0.178***  0.109***  0.218***  -0.082*** 0.141***  -0.007 -0.181***  -0.024 0.237%** 1.000 1.120
Type -0.018 0.451%*  0.125"*  0.578***  -0.002 0.123***  -0.008 -0.126***  0.123%** 0.372%** 0.222°** 1.000 7.660

NUBR: *** p<0.01, ** p<0.05, * p<0.1 UanseRutisdAyNadanTedu 1%, 5% waz 1

Y

0% HIUAIAU

Journal of Federation of Accounting Professions | Volume 6(3) Issue 18 ® Semtember - Desember 2024

37



wadnaBoouuu (Inferential Statistics)

M5197 3 UANINATRINTIATIEANAnELTUS (Correlation Analysis) wosiaudsusiaze wuin ESG
Scores U RET HAUEURUSITUINWA lnuAMUENNUSsenINeuUsdaseAumuusay tnadanandunus
Winiu 0.009 waziilafiansanmuduiusseninsulsdassmetuiemuin fursiuusifianuduiudiu
agelifeddgyneada widilvgldnuidseduanuduiusiuassuiadymnisiianduiusiuessening
fuUsdasy (Multicollinearity) (A1 Pearson Correlation > 0.8) (Stevens, 1992) agalsAnuainnisiarsan
A1 Variance Inflation Factor (VIF) wuindenbiiiy 10 3sdieladnduusdaseyniiliilaymnisiandunus
sauffu (James et al, 2021) Wulununidudennaniesdurenisinsieinisannss sy 3edeng
fudsniliiitens@nuluddudaly

N1S3IAS1:KNISNANDYWKATU (Multiple Regression Analysis)

m3197 4 umssiuanswanisadevauuAstu H1 SiuUsdasefe ESG Scores faulsnude RET
LAIILUSAIUANSNS 9 AUANNST 1 nansTAdeUTIvdiud1 ESG Scores Samuduiusidauaniu RET Tasdian
fuseA3 (Coefficient) Wiy 0.040 (P < 0.05) Feutanaldindnnisifistuves ESG Scores ity 1 Weosidus
danald RET Wfindu 0.040 wWesifus aenndesfunguididnya e Spence (1973) fuasiivinianis
fuwilduniagsiena viedlasamislnmi q Aegsilildfunanouunuiigs Wumsdsdyaaiasetinamu
WU Do and Kim (2020) Wag Shanaev and Ghimire (2022) fuandliifiuinuismiifingwuudanndon dany
LarssIAUIAgaandiiiuiuTElaTRNTse iefinsdfunusudunadey dinu uazilsssuniuia
i dwalvidsnmnanauwnuiiiseuiy dmiunansaaeuiusaauay wui SIZE danuduiusiay
fu RET Tnedianduszans whiu -0.030 (P < 0.05) Feudanaldivuiniansfidnniazdmals RET sy
1nnusEndidvunalng Tnenuanudurusludauinde. 2561 we. 2562 w.A. 2563 W.A. 2564 uay
w.A. 2566 Aszdutiodndny 0.01 wag 0.05 drusfuysnuaudy 1Wu LEV BTM PBV Free float AGE PE CFO Bigd
wag Industry lanwuanuduiusiu RET

NAN1INAAOUBNENAUNFUNUSUE ESG Scores aausne Type LU ESGType HaNSNAdDUNUAINANTUS
Weauiu RET Taeidduseans (Coefficient) Wiy -0.106 (P < 0.01) Fsuvanalddn ESG Scores fithiaue
Tusiesunsiannganudsdu deswal RET anad 0.106 anaifumsznsilawedoya £SG Tussanunsian
daudaiu fsuuuusazidelumsnenuitanuuazasiBemnnnimsdamelunenudy q Allineny
msmugarmssiu funsliametous £56 lussnuimungdaudduidieoyaisnuunuasduay
YOIUFEN Fainaninseaudu q Tliffdelunsmenuiitany Uiinieansasenuanzaniiudimuuin
fuusdmnnifirenuduay faiu £SG Scores fildansenunisiaugarmdsdu Soiili RET anas
leifieuriu ESG Scores fildansnonudu q videenaazuoriseanunsiangeudduiunenuiliteya
faguanuazdiuay Sadudeyaiiunnniildanmenudu q uanidednamuamnsadifenasdeyans
AUINLAZAUAY WU MnuTEMaeinsUTulsanaluladnisuanliiameudus viedinisamuluuinnssy
T o Dudu fodudyaalifdednamu yiliyasuaidyanas vinlidnsmaneuwnuiuunfanas
Ui et al,, 2023) nsanedeyalunsenuimuigainudduduisifiesdisanaiullauuinsves
Yoyaszminafdnnisuazinamu deheiigaudiaztasliiinamuaianisaouinnvesudomiiazamuld
(Christensen et al., 2021; Cui et al.,l 2018) '
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A135199 4 LLamNamﬁmawsﬁmmmaawmm

Dependent Variable: Model 1 Model 2
Risk Adjusted Return (RET)
Variables
ESG 0.040** 0.071***
[2.010] [2.980]
Type - 4.286%**
[2.800]
ESGType - -0.106***
[-2.830]
Control variable
LEV 0.004 0.004*
[1.500] [1.730]
SIZE -0.030** -0.025**
[-2.570] [-1.980]
AGE -0.030 -0.026
[-1.160] [-0.990]
PBV -0.011 -0.034
[-0.080] [-0.250]
PE -0.002 -0.002
[-0.590] [-0.630]
BTM 0.262 0.295
[1.030] [1.160]
Free float 0.019 0.021
[1.220] [1.320]
CFO -0.298 -0.294
[-1.560] [-1.540]
BIG4 -0.869 -0.929
[-1.430] [-1.530]
Year-2561 4.484%** 4.492%**
[4.270] [4.280]
Year-2562 6.507%** 6.525%**
[6.170] [6.190]
Year-2563 1.872% 1.926%
[1.760] [1.820]
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A1519% 4 (Mp)

Dependent Variable: Model 1 Model 2
Risk Adjusted Return (RET)
Year-2564 36.176%** 36.237%**
[34.140] [34.210]
Year-2565 -1.169 -1.080
[-1.120] [-1.030]
Year-2566 3.466*** 3.551%%*
[3.300] [3.380]
Industry 2 -0.611 -0.310
[-0.470] [-0.240]
Industry 4 1.086 1.550
[1.010] [1.430]
Industry 5 0.401 0.721
[0.380] [0.670]
Industry 6 -0.406 0.037
[-0.340] [0.030]
Industry 7 0.728 1.076
[0.730] [1.070]
Industry 8 0.613 0.958
[0.470] [0.730]
Constant 4.807 0.226
[1.210] [0.840]
Observations 3,320 3,320
Adj. R-squared 0.386 0.387
DW 2.080 2.085

WBLG: A7 t uandluInau [ ]
% 0<0.01, ** p<0.05, * p<0.1 UansseAutEdIAYNIEdANIZAU 1%, 5% Wway 10% ANEIRU
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dsUwauazonusigwa

auNAgiu Hla Azuuudannden deay wavsssuniuia dwaluideuindeufiioinainuaes
Uitmannzideulunaiavdnnindurisusemalne sanisdnwinuitudemiill ESG Scores gedsnaldnsn
sanouuiindy Humszinasulifoyanisnenu £S6 Wunidudeyamsfnaulaamudaonadoiungs]
N13asdnyeyad (Signaling Theory) U84 Spence (2002)‘17%53‘142]'1ﬂﬂiLﬂﬂLNU%@mﬂﬁéﬂLL’mé@m wazdsn iumsasdayao
Gauanludainamuuaziiidnlfdennde eidudoyalivsziiugavesesdnsuasdndulaasmulusuian
wsrztinasuieiuieniliraldle TubesanudBudmamlsismannsaiulnldegdduluszsoron
(Dahiya & Singh, 2021) lws1zAZ UL ESG Alunsiveedalasumsesnuuuinifiotaussavisnn wazUsvansna
Y9N3 HuIua ESG vesu3tnegelusila wasidunanslaedamuiitondn 10 wade laun msldnineans
nsUdeguaiiy Winnssy MasAY AnSuyvesy Yusu ANUTURAYeURRANAT N1SIANITHTRYY uaznagns
AnusuRnveusedeny dsteyarne o druludeyaiviliinasmusuilainuisy IWanuddyuazeida
F1U AZWUL ESG AUSEMIASU Do and Kim (2020) finwuinudsmiiil asuuu £SG geilitnasmushilauaziiedn
Uisilmnusuinveuldlasiedanndon dnu wagsssanAvna azvilvuiTniidunaziiing Jsazdmaniosng
paneuknuiitnamuarldsu dufuluyuussesdnamu avuuy ESG Jadudeyaiitiodifnaiudes
Tun15899U (Shanaev & Ghimire, 2022; Escrig-Olmedo et al., 2019) wonani esueudduidnenmwlunisan
anuliannasvesdeyaseninsesdnsuasiiidulfideniouen dehefigaudnastsliinamuaamsaieuan
yosuEmiiazamuld (Muslu et al, 2019)

INAUNFFIY H1b Usetnnveeseeu ESG ddvSwaldauinss ESG Scores lunsdaasalvidainuduiug
soufAsemaauvasuIsnannadoulunaavdnninduissemalne nansnudlfuindnamuls
arwuaulaluudvmiiinisseau ESG lanzuenaingtsaudu tiesainsisaunisiauigainudadu
widursnuamzuasivdonsmmitedimuamunasinslipzuuuidnnunnnisemul sl fudu
tinamuiadeinugnlilieanudfylunisimussdnslniuesdnsidedu Tnonsdnvisenunudedu
wennenulsEtidielviinamuvierdildwlidslsuiteyaiifeatesiu £SG usname wazidutoya
fldlumssinaulaasu (Pollard et al, 2018) mallawetoya ESG snBstuitoandamanalaivinfouty
vostoya uenvnidmunguinisasdyain (Signaling Theory) Mdoimsdamedoyafinanzanasfu
msdsdyanaialusinamu iliAnnmdnvaififuazyadifiudunisanauideminmsdumaimaennsii
Faifu mntnasmuideyamansfudiome (@nmenuniamaiu) uasdeyailildnamaiu @nnsmeny
£SG) thasmuaziideyauniulumsindulaasmu ietnamuansadfeimasdeyalfesnain ol
anTmanauwuiuUnfanas (i et al., 2023)
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Us:[gguuazgolauonuzn1s398

uan el fuinazuuu ESG fipuansenunsiagawstudmadoUfizenann ki
thamulirnudfyiudeyaiiisatu £SG uazsenumsimuganudsdududonaitnamuaansold
Usziulemanazenuidssweauisld mescunsiaunganudstudsihliminamuiulaliinativayutuamu
fuvsdmiinliduligmeeiesugia gueu dau wardunndon diufiodulsslovidmivdnamu uas
fiaulafinudeyaiieaiusenu £SG mhsnuidugua mslimiuddgisiulouistasuuimu o
RenfumsmnenuenudiduvesuisnaamzdoulunanamdnmindwisUssmalneogadaeu ol ideyausznou
neimduladaasughiduiuinasunuieiiaulafnudoyafisrtumenu £SG aunsnifeyamaniu
IWldusslemildogrnfuuszansamn

JoNNQYoONSI98

AuUsdase ESG Scores langudeya Thomson Reuters Eikon %38 Refinitiv nausgidiu 0 - 100
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ABSTRACT

This research responses the critical need to identify and analyze factors influencing
financial stability within the Market for Alternative Investment (MAI) in Thailand. Given the
unique dynamics and challenges faced by companies listed on the MAI, understanding
these determinants is vital for investors, policymakers, and the companies themselves.
By focusing on this specific segment of the Thai financial market, the research aims to
shed light on the underlying elements that contribute to financial robustness, providing
valuable insights for enhancing financial health and strategic planning in the context of
emerging markets. This investigation not only contributes to the academic discourse on
financial stability but also offers practical implications for stakeholders seeking to navigate
the complexities of the MAI. The study investigates the impact of five distinct dimensions
of corporate governance on financial stability: board size, the proportion of independent
directors, the duality of CEO and board chair roles, shareholder concentration, and the
proportion of institutional investors’ shareholding. The analysis conducted at a 0.05 level
of statistical significance reveals that these five independent variables do not exert an
influence on financial stability. The findings also, reveal that financial stability does not
have an influence on the stock returns of companies listed on the Market for Alternative
Investment (MAI) at a 0.05 level of statistical significance. This result suggests that, within
the examined context, the degree of financial stability of these firms does not significantly
affect their stock market performance. The characteristics of the company listed on the
MAI as well as the unique regulatory and market environment of the MAI may be the

cause of this.

Keywords: Financial Stability, Market for Alternative Investment (MAI),

Corporate Governance
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B Introduction

In the current economic climate, predicting financial stability is not only of interest to corporate
executives but also to external stakeholders of a company. These stakeholders are keen on finding the best
methods to continuously forecast a company’s operational performance to guide their decision-making process.
Traditionally, shareholders, managers, creditors, and company employees have been concerned about the
financial stability of the company and worried about the financial security being at risk, which would be
assessed by using financial analysis tools, with the most commonly used being financial ratios. However,
there has been an argument that financial ratios are not adequately appropriate for considering the position
of shareholders and creditors’ claims. Stakeholders are concerned about the implications of financial stability
for various companies (Mingo, 2000). Generally, companies worldwide use ratio analysis to measure financial
accuracy and the company’s credibility. However, among academics, there is a belief that ratio analysis is an
insufficient analytical technique to evaluate the performance of business organizations. Studies have identified
that the operations and finances of companies are highly sensitive to financial ratio analysis (Chouhan et al., 2014).
A company’s financial stability is caused by various factors, both financial and non-financial, and studies have
confirmed that non-financial factors also affect the financial stability of companies.

The landscape of corporate governance is riddled with complexities that go beyond mere financial
figures (Jensen & Meckling, 2019). While numerous studies have concentrated on the financial aspects that
lead to corporate success or failure, there remains a gap in comprehensive research focused on the MAI-listed
companies, particularly in terms of how non-financial factors contribute to financial stability (Li et al., 2021).
The intricacies of corporate governance, such as the size and composition of the board, the role of independent
directors in mitigating conflicts of interest, the potential impact of management-board duality on strategic
decisions, the influence of shareholder concentration on company oversight, and the role of institutional
investors in promoting financial discipline, have not been thoroughly analyzed in the context of Thailand’s MAI
(Hermalin & Weisbach, 2017). Given the significant role financial stability plays in ensuring investor returns and
fostering sustainable growth, our first research question is to examine whether non-financial factors influence
financial stability on the MAI-listed companies.

The Market for Alternative Investment (MAI) is Thailand’s second stock market, focusing on medium-sized
and small businesses (SMEs) and enterprises involved in innovation. Its general objective is similar to that of the
Stock Exchange of Thailand (SET), acting as a capital market. The purpose is to serve as a fundraising source for
medium and small businesses with high growth potential and promising future growth prospects. This opens
up opportunities for small enterprises that cannot enter the Stock Exchange of Thailand to have a venue for
raising funds. It also supports the venture capital industry to increase the number of listed companies in the
stock market.
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Based on the preceding paragraph, this research aims to fill the existing knowledge gap by providing
empirical insights into the non-financial factors that affect the financial stability of MAI-listed companies.
Additionally, our second research question looks into whether the returns on securities are impacted by the
financial stability of the company listed on the MAI It is crucial to investigate these non-financial variables
to offer a holistic view of the elements that underlie a firm’s financial stability. This research will contribute
to the existing body of knowledge by identifying key factors that influence the financial health of companies
within the MAI and examining how financial stability, subsequently influencing their return on investment
(La Porta et al.,, 2000). The findings may aid in developing enhanced regulatory frameworks and governance
practices that are conducive to the thriving of companies within this important segment of the Thai capital
market. Our research will also have useful ramifications for stakeholders who are trying to understand the
intricacies of the MAI and determine the most effective ways to predict a business’s operational success over
time in order to guide their decision-making process.

B Research Objectives

1. To explore the determinants influencing the financial stability of firms listed on the Market for
Alternative Investment (MAI).

2. To investigate the impact of financial stability on the returns of securities.

B Literature Review and Hypothesis Development
Financial Stability

The concept of financial stability in business is multifaceted, extending beyond the basic measures
of profitability and liquidity to include the overall capability to manage a spectrum of risks and uphold a
sustainable financial status for the long haul. A financial stability profile is characterized by a company’s
success in generating sufficient revenue that not only covers operational expenses but also provides a cushion
for future investment and growth (Wellink, 2003). It’s also reflected in a company’s aptitude for meeting its
debt obligations as they come due, ensuring a sound debt repayment capacity. Moreover, financial strength is
evident in a company’s facility to secure capital through various means such as equity, debt, or other financial
instruments to support its operations and strategic initiatives. An essential element of this financial solidity is
liquidity—the ease with which a company’s assets can be transformed into cash, thereby enabling smooth
and efficient operational functionality (Peiris et al., 2020)

A stable financial system is one that can manage resources efficiently and fully address uncertainties
or problems as they arise, including preventing such issues from spreading to other parts of the real economy
or other financial systems. Furthermore, a stable financial system should not be the origin of such problems
itself. From this definition, we can infer that money should properly serve as a medium of exchange and a unit
of account, while the financial system as a whole should adequately perform the functions of accumulating
savings, distributing risk, and allocating resources effectively. Financial stability is therefore a crucial factor affecting
economic growth since most transactions in the real economy are processed through the financial system.
The importance of a stable financial system becomes most apparent during a crisis or financial instability.
At such times, it is evident how a robust financial system plays a role in protecting and maintaining the stability
of the economy (Wellink, 2003).
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The financial failure of businesses is considered a significant problem that affects their survival.
This condition may occur when a company operates at a loss, has insufficient revenue to cover expenses,
lacks financial liquidity, or is in a state where it cannot pay off its debts, ultimately leading to bankruptcy.
A crucial aspect of considering investments and business operations is the evaluation of financial health.
Assessing financial stability can be done using various tools, one popular method being the use of the Z-Score
(Altman, 1968). This tool is a model of different financial ratios weighted by various factors. Its advantages
include ease of application and accuracy, as demonstrated through multiple tests. Additionally, it has been
adapted for use in various countries with different contexts (Altman et al., 2017).

The importance of the Altman Z-Score lies in its ability to provide a clear and quantifiable estimate of
a company’s financial stability, which can be critical for investors, creditors, and the company’s management.
While not foolproof, the Z-Score can be a useful tool for conducting financial analysis and assessing risk.

The Altman Z-Score is also a very popular metric in academic research related to finance and
accounting due to its predictive power and ease of application. Over the years, the Z-Score has been
validated by numerous studies and continues to be widely used in financial analysis today.

The Z-Score is based on Multiple Discriminant Analysis (MDA) and uses financial ratios as predictors
in a forecasting model. The different ratios are systematically weighted, which can be formulated as
follows:

Z = 1.2X1 + 1.4X2 + 3.3X3 + 0.6X4 + 1.0X5 (1)

Where:

X1 = Working Capital / Total Assets

X2 = Retained Earnings / Total Assets

X3 = Earnings Before Interest and Taxes (EBIT) / Total Assets
X4 = Market Value of Equity / Total Liabilities

X5 = Sales / Total Assets

Table 1 Critical Values of Altman’s Model Score

Score Zone Result
Z<1.80 Weak Zone Weak financial condition
1.80 < Z2 <299 Gray Zone Uncertain financial condition
Z>2.99 Safe Zone Strong financial condition
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Corporate Governance

In the realm of business operations, the primary objective is to maximize profitability while ensuring the
enterprise’s sustainability under the going concern principle. A critical determinant in achieving this objective
is the implementation of robust corporate governance (CG), universally acknowledged as a system facilitating
efficient and effective organizational management. Effective corporate governance guarantees a business
environment characterized by fairness and transparency, compelling companies to be accountable for their
actions (Larcker et al., 2007).

Empirical research has extensively investigated the correlation between corporate governance and firm
performance, consistently evidencing that sound governance practices are conducive to improved organizational
outcomes (Hodgson et al., 2011; Mansour et al.,, 2022). Despite the overarching consensus on the positive
impact of good governance, nuanced differences in findings emerge, particularly concerning the dynamics of
board independence, which is shown to have an inversely proportional relationship with stable profitability.
Conversely, ownership concentration has been identified as a precursor to profitability. Additionally,
the dimensions of board size and the formation of governance committees are positively correlated with
enhanced firm valuation (Arayssi & Jizi, 2018).

The extent of CG practice and its repercussions on firm performance and susceptibility to financial
distress are predominantly evaluated through the lenses of transparency and disclosure norms,
stakeholder relations, board composition, regulatory adherence, and ownership and control structures. These
governance measures serve as safeguards against the likelihood of financial distress, thereby enhancing the
resilience of the organization (Bravo-Urquiza & Moreno-Ureba, 2021; Younas et al., 2021).

This scholarly discourse underscores the imperative role of corporate governance in the strategic forti-
fication of firms against operational and financial vulnerabilities, advocating for a comprehensive understanding
and implementation of CG principles to foster organizational longevity and profitability.

Board Size

In the discourse of corporate governance, the composition and size of the board of directors
have been identified as pivotal elements influencing organizational success. Alzoubi and Selamat (2012)
assert that the board of directors serves as a significant catalyst in achieving organizational objectives.
They argue that board members bear the responsibility of formulating goals and strategies that are in
alignment with the interests of shareholders, encompassing the realms of financial information transparency
and reliability. This assertion underscores the board’s integral role in steering corporate governance towards
enhancing firm performance and shareholder value.

The scholarly investigation into the efficacy of board size presents a spectrum of conclusions.
Previous research posits that smaller boards tend to exhibit higher efficiency due to their ease of management
and the effectiveness of communication among members, which in turn minimizes the potential for
misunderstandings (Alzoubi & Selamat, 2012; Abbott et al., 2004). This perspective is juxtaposed with
findings that suggest larger boards may face diminished effectiveness attributable to coordination challenges
and a dilution of oversight functions (De Andres et al., 2005; Cheng, 2008; Kumar & Singh, 2013).
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However, the narrative on board size and organizational success is nuanced. Larger boards have been
associated with a reduced likelihood of company bankruptcy, suggesting that a broader array of networks,
comprehensive knowledge, and enhanced expertise and experience can be advantageous, particularly for
complex organizations under significant financial strain (Darrat et al., 2016). This implies a potential for larger
boards to offer more robust advisory capabilities, albeit with an acknowledgment of the necessity for an optimal
board size. The literature proposes a guideline that optimal board size should not exceed eight or nine members
to maintain efficacy and governance quality (Lipton & Lorsch, 1992).

Contrastingly, Vafeas (2005) highlights the inefficiencies associated with both excessively small and
large board sizes, suggesting a balance must be struck to avoid diminished accountability and oversight.
This argument is supported by studies indicating no significant correlation between board size and the quality
of financial reporting (Sukeecheep et al.,, 2013; Abbott et al., 2000), further emphasizing the complexity of
determining an ideal board size.

The discourse on board size and its impact on corporate governance and organizational success
is thus characterized by a diversity of perspectives. It becomes apparent that while smaller boards may
facilitate better management and decision-making processes, larger boards could potentially leverage
their broader networks and expertise to benefit the organization, especially in challenging financial
circumstances. The ongoing debate underscores the importance of a nuanced approach to board composition,
one that carefully considers the specific context and needs of the organization to optimize governance practices
and achieve corporate objectives.

Based on the literature review presented, the following research hypothesis is formulated to test the
influence of non-financial factors, specifically board size, on financial stability:

Research Hypothesis 1: The size of the board positively influences financial stability.

According to Darrat et al. (2016) this hypothesis posits that a larger board size, within optimal limits,
may contribute positively to a firm’s financial stability by leveraging the diverse experiences, expertise, and
networks that board members bring to the organization. This diversity can enhance the quality of governance
and decision-making, thereby supporting the financial resilience of the firm.

Board Independence

Within the framework of Agency Theory, the composition of corporate boards, particularly the proportion
of independent directors, is posited to significantly influence the effectiveness of monitoring and control mechanisms
over corporate management. The theory postulates that boards endowed with a higher quotient of independent
directors are better positioned to safeguard shareholder interests, thereby enhancing firm value. This notion is
supported by seminal works such as Rosenstein and Wyatt (1990) and Agrawal and Knoeber (1996), which posit
a positive correlation between the prevalence of independent directors and elevated firm value. Furthermore,
Bhagat and Black (2001), argue for the complementary roles played by both inside and outside directors in
enriching the governance framework. The imperative of effective corporate governance in establishing market
credibility, enticing investment, and bolstering investor confidence through the incorporation of independent
directors is underscored by empirical research (Fuzi et al., 2016).
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Empirical investigations into the dynamics of board composition reveal a discernible linkage between
the proportion of independent, non-executive directors and a reduction in earnings management practices,
thereby suggesting that board independence is positively correlated with organizational resilience (Chancharat
et al,, 2012). In this vein, Souther (2021) provides empirical support for the premise that board independence
is instrumental in augmenting firm value, thereby reconciling discrepancies in earlier studies regarding the impact
of board independence on firm valuation. This aligns with the theoretical perspective that boards with a
substantial contingent of independent directors are more adept at executing their oversight responsibilities,
consequently fostering superior firm performance (Fama & Jensen, 1983; Jensen & Meckling, 1976).

In light of the aforementioned literature, this study postulates that boards characterized by a higher
proportion of independent directors are likely to mitigate governance-related malfeasances and enhance
company profitability. This is premised on the assumption that independent directors exert more rigorous
scrutiny over the actions and decisions of executive members. Thus, drawing upon the comprehensive review
of extant literature, the following research hypothesis is advanced to scrutinize the impact of non-financial
factors, particularly the proportion of independent directors on the board, on financial stability:

Research Hypothesis 2: The presence of a larger proportion of independent directors on the board
exerts a positive influence on financial stability.

This hypothesis aims to contribute to the ongoing discourse on corporate governance by empirically
examining how the structural composition of boards, specifically through the lens of board independence,
impacts the financial stability of firms.

CEO Duality

In the realm of corporate governance, the robustness of governance structures plays a pivotal role in
safeguarding the wealth creation process. Conversely, a deficiency in governance mechanisms can precipitate
a decline in a firm’s value. The investigation conducted by Peni (2014) reveals a positive correlation between
the amalgamation of the Chief Executive Officer (CEO) and Chairman positions within a singular individual and
the operational outcomes of firms enlisted in the S&P Dow Jones Indices. This finding suggests that such a
consolidation of roles might enhance company performance. On the contrary, research by Tang (2017) unveils
a negative association between the dual role of CEO and Chairman and company performance, indicating
potential detriments to firm outcomes from this governance structure.

The divergence in findings from previous studies underscores the complex nature of the relationship
between the conflation of CEO and Chairman roles and company performance. The consolidation of these
positions suggests a potential dilution in the effectiveness of executive oversight. Specifically, when a CEO
also serves as the Chairman, it may lead to a scenario where the executive’s performance is self-assessed,
potentially compromising the board’s ability to conduct rigorous oversight. This situation could inadvertently
facilitate conditions that favor the CEO, who occupies both positions, possibly at the expense of broader
organizational interests.

- onsansan3sBwlngs | UA 6(3) alui 18 « fug1su - SuoAU 2567




Given the intricacies observed in the interplay between corporate governance structures and firm
performance, this study proposes a research hypothesis aimed at examining the influence of non-financial
factors, particularly the combination of the CEO and Chairman roles, on financial stability (Peni, 2014).
The hypothesis posited for exploration in this academic inquiry is as follows:

Research Hypothesis 3: The amalgamerging of the CEO and Chairman roles exerts a positive impact
on financial stability.

This hypothesis is formulated to explore the dimensions of corporate governance that extend
beyond traditional financial metrics, thereby contributing to a nuanced understanding of the factors
that underpin financial stability in the corporate sector.

Ownership concentration

From the perspective of Institutional Theory (North, 1991), which spans a broad spectrum from
micro-sociological approaches focusing primarily on the dynamics within organizations (DiMaggio & Powell, 2012)
to macroeconomic and socio-economic approaches aiming to link stable behaviors with broader social realities,
the issue of concentrated ownership in the hands of a single shareholder or a group of shareholders and its
impact on firm performance has been a topic of debate among researchers for decades and continues to
be a focal point of intensive research today. From the Agency Theory viewpoint (Jensen & Meckling, 1976),
ownership concentration is considered a key element of corporate governance mechanisms designed to mitigate
agency problems arising from the separation of ownership and control (Balsmeier & Czarnitzki, 2017).
Consequently, a positive relationship between ownership concentration and company performance is anticipated,
corroborating the findings of Filatotchev et al. (2013), who argued that a firm’s stock price increases with the
rise in the proportion of shares held by these significant shareholders. In 2019, Jounghyeon Kim explored the
relationship between shareholder concentration and the quality of institutions and their relationship with the
risk of organizational bankruptcy using the Global Governance Indicators and corporate survey data from the
World Bank in 41 countries. The analysis indicated that ownership concentration and the quality of institutions
help reduce the risk of bankruptcy.

Based on the literature review presented, this leads to the formulation of a research hypothesis to
test the influence of non-financial factors, specifically the concentration of shareholders, on financial stability
as follows:

Research Hypothesis 4: The concentration of shareholders has a positive impact on financial stability.

This hypothesis aims to explore the extent to which non-financial factors, such as the concentration
of shareholders, influence the financial stability of firms. It seeks to contribute to the ongoing dialogue within
the fields of Institutional and Agency Theories by empirically examining the role of ownership structure in
mitigating risks associated with corporate governance and enhancing the financial resilience of organizations.
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Institutional Ownership

According to Agency Theory, the structure of shareholding is one of the mechanisms for good corporate
governance. It is well understood that whenever a company has shareholders (who are the owners of the
company) and managers (who are appointed as agents to manage the company), issues of conflict of interest
often arise. This is due to the owners’ mistrust regarding whether the managers will work to maximize the
company’s value. Therefore, the structure of shareholders serves as one factor that can mitigate this conflict
(Jensen & Meckling, 1976). The shareholding structure and the composition of the board of directors act as
internal governance mechanisms that help alleviate the conflict between managers and shareholders (Bekiris, 2013).
According to Agency Theory, institutional ownership reduces agency conflicts because institutional shareholders
help monitor the company. Consequently, managers are less likely to act against the interests of shareholders
(Laurenzia & Sufiyati, 2015). Increasing the shareholding proportion of institutional investors impacts the efficient
use of company assets to minimize the chances of financial distress. Conversely, research findings indicate that
institutional ownership has a detrimental effect on financial distress (Hanifah & Purwanto, 2013; Widhiadnyana
& Ratnadi, 2019).

From the preceding literature review, this leads to the formulation of a research hypothesis to test the
influence of non-financial factors, specifically the proportion of institutional shareholders, on financial stability
as follows:

Research Hypothesis 5: The proportion of institutional shareholders has a positive impact on financial
stability.

This hypothesis is intended to examine the extent to which non-financial factors, such as the proportion
of institutional shareholders, affect the financial stability of firms. It aims to contribute to the discourse on
corporate governance by empirically assessing the role of institutional ownership in enhancing the financial
resilience of companies, aligning with the principles of Agency Theory.

Financial Stability and Securities Returns

Financial accounting and analysis aim primarily to disclose critical information about a company’s
financial health to interested parties such as investors, creditors, or shareholders. These stakeholders are keen
to understand a company’s value generation capability and the risks involved. The assessment of bankruptcy
risk is a focal point for investors as it can indicate the financial hazards a company might face.

Studies by Dichev (1998) have shown a negative relationship between the Altman Z-score, a measure
of bankruptcy risk, and the returns received. This means companies with lower Altman Z-scores, indicating
higher bankruptcy risk, often need to offer higher returns to compensate for that risk. Conversely, Piotroski
(2000) reported that companies with higher Altman Z-scores, suggesting lower financial risk, tend to have higher
market returns compared to financially troubled firms.
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Apergis et al. (2011) explored the relationship between Altman Z scores and company stock prices,
finding a positive correlation. This implies that as the Altman Z score improves (indicating reduced bankruptcy risk),
stock prices tend to increase. This study suggests that investors prioritize the financial stability of companies
in their investment decisions.

However, Vassalou and Xing (2004) concluded that the risk of default positively affects the market
value of equity, and companies with higher default risk often yield higher returns, especially in small firms with
high book-to-market ratios. Garlappi et al. (2008) also noted that market return volatility could be explained
by shareholders’ bargaining power and the possession of alternative information.

This leads to the formulation of a research hypothesis to test the influence of financial factors on
financial stability as follows:

Research Hypothesis 6: Financial stability has a positive influence on security returns.

This hypothesis seeks to examine the impact of financial factors, specifically financial stability, on the
returns of securities, contributing to the understanding of how financial health influences investor returns and
market performance.

B Methodology

This quantitative study analyzes secondary data from non-financial companies listed on Thailand’s
Market for Alternative Investment (MAI) between 2019 and 2022 (3 years). Excluding the financial sector due to
its unique operational and reporting characteristics, the research encompasses data from seven industry groups,
sourced from the Stock Exchange of Thailand’s SETSMART system. The study focuses on 138 companies with
complete financial records over the specified period, offering an efficient approach to evaluate financial trends
and outcomes across diverse sectors. By focusing on companies outside the financial industry, the research
provides a comprehensive overview of the market dynamics and financial health of Thai listed companies,
ensuring relevance and accuracy in its findings.

Multiple Regression Analysis is used to explore how multiple independent variables influence the variation
in a dependent variable, leading to the development of a predictive model. This technique quantifies the
impact of each independent variable on the dependent variable, allowing for accurate predictions and insights
into how changes in predictors affect outcomes. The resulting predictive equation serves as a foundational
tool for forecasting and understanding complex relationships within the dataset.
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M Research Results

Table 2 Financial Stability of Companies on the MAI Market Based on Z-Score Classification

Financial Stability (Z - Score) Number of Companies Percentage (%)
Weak Zone a5 32.61
Gray Zone 45 32.61
Safe Zone a8 34.78
Total 138 100

Table 2 presents the distribution of companies on the MAI market based on their financial stability,
classified into three zones according to their Z-Score values: Weak Zone, Gray Zone, and Safe Zone. The Weak
Zone indicates companies with a fragile financial condition, the Gray Zone represents companies with uncertain
financial health, and the Safe Zone denotes companies with strong financial stability.

» Weak Zone: Out of the total, 45 companies fall into this category, constituting 32.61% of the sample.
This indicates a significant portion of the market is at a higher risk of financial distress.

» Gray Zone: Similarly, 45 companies are categorized within the Gray Zone, also making up 32.61% of
the market. These companies are in a precarious financial position, facing uncertainty regarding their stability.

« Safe Zone: The highest stability is seen in the Safe Zone, where 48 companies are placed, accounting
for 34.78% of the market. This demonstrates a slightly larger segment of the market possesses strong financial
health, indicating lower risk of bankruptcy.

The total sample size is 138 companies, representing the entire composition of the market under
study. The distribution highlights the financial health diversity within the MAI market, with a nearly equal split
between companies facing financial challenges and those in a more secure position. This analysis underscores
the importance of the Z-Score model in evaluating and categorizing the financial stability of companies within
this market.
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Table 3 The results of the Multiple Regression Analysis examining factors affecting financial stability

Coefficients® Collinearity Statistics
Financial Stability Unstandardized | Standardized t Sig
Coefficients Coefficients
B Std. Beta Tolerance VIF
Error
1 | (Constant) 1.429 0.477 2.995

Board Size 0.054 0.051 0.101 1.072 0.286 0.836 1.197
Board 0.028 0.084 0.031 0.332 0.740 0.833 1.201
Independence
CEQ Duality 0.243 0.422 0.050 0.576 0.565 0.995 1.005
Ownership 0.001 0.005 0.026 0.269 0.788 0.820 1.220
concentration
Institutional -0.003 | 0.004 -0.068 -0.714 0.477 0.823 1.215
Ownership
R=0.142° R Square=0.020, Adjusted R Square=-0.017, F= 0.536, Sig = 0.748, Durbin-Watson=1.957

Table 3 presents the results of the Multiple Regression Analysis examining various factors affecting
financial stability, adhering to the criteria set by Hair et al. (2010) which stipulate that the Tolerance value
must exceed 0.10 and the Variance Inflation Factor (VIF) must not approach or exceed 10. The analysis reveals
that the Tolerance values of the independent variables range between 0.820 and 0.995, exceeding the 0.1
threshold, and the VIF values are between 1.005 and 1.220, well below 10. These findings indicate the absence
of multicollinearity among the independent variables, suggesting they are sufficiently independent for multiple
regression analysis. The independence of the variables supports the reliability of the regression model in analyzing
the impact on financial stability.

Further, to assess the independence of error terms, the Durbin Watson statistic is employed,
testing whether consecutive error terms (et and et+1) are independent, a condition necessary for a valid
regression analysis. With a Durbin Watson value of 1.957, closely aligning with the ideal range of 1.5 to 2.5,
it is concluded that the error terms are independent. This independence of error terms affirms the
model’s suitability for examining the dynamics affecting financial stability, reinforcing the robustness
and validity of the research findings.
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The study investigates the impact of five distinct dimensions of corporate governance on financial stability:
board size, the proportion of independent directors, the duality of CEO and board chair roles, shareholder
concentration, and the proportion of institutional investors’ shareholding. The analysis conducted at a 0.05
level of statistical significance reveals that these five independent variables do not exert a positive influence
on financial stability.

Table 4 The results of financial stability on the stock returns

Coefficients® Collinearity Statistics
Stock price Unstandardized | Standardized t Sig
to net profit ratio Coefficients Coefficients
(P/E) B Std. Beta Tolerance VIF
Error
1 | (Constant) 7.689 14.255 0.539 0.590
Financial Stability 0.242 6.533 0.003 0.037 0.970 1.000 1.000
R=0.003" R Square=0.000 Adjusted R Square=- 0.007 F= 0.001 Sig = 0.970 Durbin-Watson=2.023

Table 4’s findings reveal that financial stability does not have a positive influence on the stock returns
of companies listed on the Market for Alternative Investment (MAI) at a 0.05 level of statistical significance.
This result suggests that, within the examined context, the degree of financial stability of these firms does not
significantly affect their stock market performance.

B Conclusion and Discussion

The findings of this study offer a nuanced view into the factors affecting financial stability among
companies listed on the Market for Alternative Investment (MAI) in Thailand. Contrary to initial expectations,
the analysis suggests that the examined dimensions of corporate governance—board size, the proportion of
independent directors, CEO and board chair role duality, shareholder concentration, and the proportion of
institutional investors’ shareholdings—do not significantly impact financial stability. This outcome challenges
the conventional wisdom that attributes a critical role to corporate governance practices in determining a firm’s
financial health, particularly in emerging markets.

Furthermore, the study’s findings regarding the non-significant relationship between financial stability
and stock returns on the MAI further complicate the narrative. This suggests that investors may prioritize other
factors, such as growth potential or market speculation, over traditional indicators of financial health when
making investment decisions. It also indicates a potential divergence in the factors driving stock performance
in emerging markets compared to more established markets.
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One plausible explanation for the lack of significant impact from these governance dimensions
on financial stability could be the unique regulatory and market environment of the MAI, which may
mitigate the influence of such factors. Additionally, the specific characteristics of companies listed on
the MAI, such as their size, industry sector, and stage of development, might play a more decisive role
in their financial stability than governance structures.

Our findings also benefit scholars, practitioners, and standard setters, despite the lack of statistical
significance in this study. First of all, for practitioners, the study underscores the importance of looking beyond
conventional wisdom when evaluating investment opportunities and strategizing for financial stability in
emerging markets. Investors and companies might benefit from a more holistic approach that considers market
dynamics, resulatory environments, and the specific characteristics of businesses, rather than relying solely on
traditional governance indicators. Second, this research contributes to the academic discourse by highlighting the
complexities and unique characteristics of emerging financial markets like the MAI. It challenges existing assumptions
about the determinants of financial stability and stock market performance, inviting further investigation into
the specificities of such markets. Lastly, policymakers and regulatory bodies overseeing markets like the MAI
should consider these findings when developing guidelines and support mechanisms for listed companies.
There may be a need for policies that address the specific challenges and opportunities in these markets,
promoting practices that enhance financial stability and attract informed investment without overemphasizing
traditional governance structures.

B Limitations and Recommendations for Future Research

Some limitations of this study could be addressed in future research. First, the study’s findings
are only applicable to the period between 2019 and 2014. Long-term patterns or outside occurrences
like the COVID-19 pandemic might not be covered by them. To see how the impact might alter the
outcome, future studies should expand the time frame. Secondly, to corroborate our findings, future
research should explore additional factors that may influence financial stability and stock returns in the
context of the MAI and similar emerging markets. Investigating the role of external economic conditions,
industry-specific dynamics, and the impact of technological innovation could provide deeper insights.
Additionally, this research should be increase qualitative research to gain in-depth and complete information
to explain the changes of good corporate governance factors affecting financial stability. Qualitative
studies focusing on managerial perspectives and investor behavior in the MAI could complement the
quantitative findings, offering a fuller picture of the drivers of financial health and market performance.

In conclusion, while traditional indicators of corporate governance may not directly impact finan-
cial stability or stock returns in the context of the MAI, this study opens new avenues for understanding
the multifaceted nature of financial health in emerging markets. It calls for a broader perspective in
both research and practice, aiming to uncover the nuanced factors that contribute to the resilience and

performance of companies in these dynamic environments.

Journal of Federation of Accounting Professions | Volume 6(3) Issue 18 ® Semtember - Desember 2024

61



References

Abbott, L. J., Park, Y., & Parker, S. (2000). The effects of audit committee activity and
independence on corporate fraud. Managerial Finance, 26(11), 55-68.

Abbott, L. J., Parker, S., & Peters, G. F. (2004). Audit committee characteristics and
restatements. Audiiting: A Journal of Practice & Theory, 23(1), 69-87.

Agrawal, A., & Knoeber, C. R. (1996). Firm performance and mechanisms to control agency
problems between managers and shareholders. Journal of Financial and Quantitative
Analysis, 31(3), 377-397.

Altman, E. I. (1968). Financial ratios, discriminant analysis and the prediction of corporate
bankruptcy. The Journal of Finance, 23(4), 589-609.

Altman, E. I., lwanicz-Drozdowska, M., Laitinen, E. K., & Suvas, A. (2017). Financial distress
prediction in an international context: A review and empirical analysis of Altman's Z-
score model. Journal of International Financial Management & Accounting, 28(2), 131-
171.

Alzoubi, E. S. S., & Selamat, M. H. (2012). The effectiveness of corporate governance
mechanisms on constraining earning management: Literature review and proposed
framework. International Journal of Global Business, 5(1), 17-35.

Apergis, N., Sorros, J., Artikis, P., & Zisis, V. (2011). Bankruptcy probability and stock prices: The
effect of Altman Z-score information on stock prices through panel data. Journal of
Modern Accounting and Auditing, 7(7), 689-696.

Arayssi, M., & Jizi, M. I. (2018). Does corporate governance spillover firm performance? A study
of valuation of MENA companies. Social Responsibility Journal, 15(5), 597-620.
Balsmeier, B., & Czarnitzki, D. (2017). Ownership concentration, institutional development and
firm performance in Central and Eastern Europe. Managerial and Decision

Economics, 38(2), 178-192.

Bekiris, F. V. (2013). Ownership structure and board structure: are corporate governance
mechanisms interrelated?. Corporate Governance: The International Journal of Business
in Society, 13(4), 352-364.

Bhagat, S., & Black, B. (2001). The non-correlation between board independence and long-term
firm performance. Journal of Corporation Law, 27, 231-273.

Bravo-Urquiza, F., & Moreno-Ureba, E. (2021). Does compliance with corporate governance
codes help to mitigate financial distress?. Research in International Business and
Finance, 55, 101344.

sansam3sBwlrgs | UR 6(3) aUUA 18 « AUIBU - SUDIAL 2567

62



Chancharat, N., Krishnamurti, C., & Tian, G. (2012). Board structure and survival of new economy
IPO firms. Corporate Governance: An International Review, 20(2), 144-163.

Cheng, S. (2008). Board size and the variability of corporate performance. Journal of Financial
Economics, 87(1), 157-176.

Chouhan, V., Chandra, B., & Goswami, S. (2014). Predicting financial stability of select BSE
companies revisiting Altman Z score. International Letters of Social and Humanistic
Sciences, 15(2), 92-105.

Darrat, A. F., Gray, S., Park, J. C,, & Wu, Y. (2016). Corporate governance and bankruptcy
risk. Journal of Accounting, Auditing & Finance, 31(2), 163-202.

De Andres, P., Azofra, V., & Lopez, F. (2005). Corporate boards in OECD countries: Size,
composition, functioning and effectiveness. Corporate Governance: An International
Review, 13(2), 197-210.

Dichev, I. D. (1998). Is the risk of bankruptcy a systematic risk?. The Journal of Finance, 53(3),
1131-1147.

Douglass C. North. (1991). Institutions. Journal of Economic Persjpectives, 5(1), 97-112.

Fama, E. F., & Jensen, M. C. (1983). Agency problems and residual claims. The Journal of Law
and Economics, 26(2), 327-349.

Filatotchev, I, Jackson, G. & Nakajima, C. (2013). Corporate governance and national
institutions: A review and emerging research agenda. Asia Pacific Journal of
Management, 30(4), 965-986.

Fuzi, S. F. S, Halim, S. A. A, & Julizaerma, M. K. (2016). Board independence and firm
performance. Procedia Economics and Finance, 37, 460-465.

Garlappi, L., Shu, T., & Yan, H. (2008). Default risk, shareholder advantage, and stock returns. The
Review of Financial Studies, 21(6), 2743-2778.

Hair, J. F., Black, W.C., Babin, B. J., & Anderson, R. E. (2010). Multivariate data analysis (7" ed)).
Pearson.

Hanifah, O. E., & Purwanto, A. (2013). The effect of corporate governance structure and financial
indicators on financial distress conditions. Diponegoro Journal of Accounting, 2(2), 648-
662.

Hermalin, B. E., & Weisbach, M. S. (2017). Assessing managerial ability: Implications for corporate
governance. In The handbook of the economics of corporate governance (Vol. 1, pp.
93-176). North-Holland.

Journal of Federation of Accounting Professions | Volume 6(3) Issue 18 ® Semtember - Desember 2024

63



Hodgson, A., Lhaopadchan, S., & Buakes, S. (2011). How informative is the Thai corporate
governance index? A financial approach. International Journal of Accounting &
Information Management, 19(1), 53-79.

Jensen, M. C., & Meckling, W. H. (2019). Theory of the firm: Managerial behavior, agency costs
and ownership structure. In Corporate Governance (pp. 77-132). Gower.

Jensen, M. C., & Meckling, W. H. (1976). Theory of the firm: Managerial behavior, agency costs
and ownership structure. Journal of Financial Economics, 3(4), 305-360.

Kim, J. (2019). Ownership concentration and institutional quality: Do they affect corporate
bankruptcy risk?. Asia -Pacific Journal of Financial Studlies, 48(4), 531-560.

Kumar, N., & Singh, J. P. (2013). Effect of board size and promoter ownership on firm value:
some empirical findings from India. Corporate Governance: The International Journal
of Business in Society, 13(1), 88-98.

La Porta, R., Lopez-de-Silanes, F., Shleifer, A., & Vishny, R. (2000). Investor protection and
corporate governance. Journal of Financial Economics, 58(1-2), 3-27.

Larcker, D. F., Richardson, S. A, & Tuna, I. R. (2007). Corporate governance, accounting
outcomes, and organizational performance. The Accounting Review, 82(4), 963-1008.

Laurenzia, C. & Sufiyati. (2015). Effects of Institutional Ownership, Board of Commissioners Size,
Liquidity, Activities and Leverage on Financial Distress of Manufacturing Companies
Listed on the Indonesia Stock Exchange. Jurnal Ekonomi, 20(1), 72-88.

Li, Z., Crook, J., Andreeva, G., & Tang, Y. (2021). Predicting the risk of financial distress using
corporate governance measures. Pacific-Basin Finance Journal, 68, 101334.

Lipton, M., & Lorsch, J. W. (1992). A modest proposal for improved corporate governance. The
Business Lawyer, 48(1), 59-77.

Mansour, M., Aishah Hashim, H., Salleh, Z., Al-ahdal, W. M., Almagtari, F. A., & Abdulsalam
Qamhan, M. (2022). Governance practices and corporate performance: Assessing the
competence of principal-based guidelines. Cogent Business & Management, 9(1),
2105570.

Mingo, J. J. (2000). Policy implications of the Federal Reserve study of credit risk models at
major US banking institutions. Journal of Banking & Finance, 24(1-2), 15-33.

North, D. (1991). Institutions, Ideology, and Economic Performance. Cato Journal, 11(3), 447

Peiris, M. S., Dewasiri, N. J., & Banda, Y. K. (2020). Book review: I. M. Pandey (Ed.), Financial
Management, Eleventh Edition. Asia Pacific Journal of Management Research and
Innovation, 16(3-4), 167-168.

sansam3sBwirgs | UA 6(3) aUUA 18 « AU - SUDIAL 2567

64



Peni, E. (2014). CEO and Chairperson characteristics and firm performance. Journal of
Management & Governance, 18(1), 185-205.

Piotroski, J. D. (2000). Value investing: The use of historical financial statement information to
separate winners from losers. Journal of Accounting Research, 38(Supplement), 1-41.

Powell, W. W., & DiMaggio, P. J. (Eds.). (2012). The new institutionalism in organizational
analysis. University of Chicago press.

Rosenstein, S., & Wyatt, J. G. (1990). Outside directors, board independence, and shareholder
wealth. Journal of Financial Economics, 26(2), 175-191.

Souther, M. E. (2021). Does board independence increase firm value? Evidence from closed-
end funds. Journal of Financial and Quantitative Analysis, 56(1), 313-336.

Sukeecheep, S., Yarram, S. R., & Farooque, O. A. (2013, March). Earnings management and board
characteristics in Thai listed companies. In International Conference on Business,
Economics and Accounting, 1-14.

Tang, J. (2017). CEO duality and firm performance: The moderating roles of other executives
and blockholding outside directors. European Management Journal, 35(3), 362-372.

Vafeas, N. (2005). Audit committees, boards, and the quality of reported
earnings. Contemporary Accounting Research, 22(4), 1093-1122.

Vassalou, M., & Xing, Y. (2004). Default risk in equity returns. The Journal of Finance, 59(2), 831-
868.

Wellink, N. (2003). Statement by Nout Wellink on behalf of Hans Hoogervorst, Minister of
Finance of the Netherlands to the IMFC, Washington DC, 12.04. Retrieved from
https://www.imf.org/external/spring/2003/imfc/state/eng/nld.htm

Widhiadnyana, I. K., & Ratnadi, N. M. D. (2019). The impact of managerial ownership, institutional
ownership, proportion of independent commissioner, and intellectual capital on
financial distress. Journal of Economics, Business & Accountancy Ventura, 21(3), 351.

Younas, N., UdDin, S., Awan, T., & Khan, M. Y. (2021). Corporate governance and financial
distress: Asian emerging market perspective. Corporate Governance: The International
Journal of Business in Society, 21(4), 702-715.

Journal of Federation of Accounting Professions | Volume 6(3) Issue 18 ® Semtember - Desember 2024

65



am3¥dwuryd Tuws:ususgunun

Federation of Accounting Professions
Under The Royal Patronage of His Majesty the King

il 133 auugYHIN 21 (lANNUAT) WUIeARRIAEWTD
AU NFIMWA 10110
nsénet 02 685 2500 5815 02 685 2501

B http://www.tfac.or.th www.facebook.com/tfac.family
] tfac@tfac.or.th LINE@ @TFAC.Family




