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Independent directors, family firms and income smoothing
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Abstract

The objective of this study is to investigate the relationship between independent directors and
income smoothing and the effect of family firms on the effectiveness of independent directors of Thai listed
companies. A sample consists of non-financial 497 firms listed on The Stock Exchange of Thailand and the
Market for Alternative Investment (MAI). Financial data of the sample between 2008 and 2017 were
collected and analysed by multiple regression analysis. Overall, the results show independent directors on
the board have no significant relationship with income smoothing. However, the findings from the analysis
of the sample consists of only non-family firms and family firms separately show that independent directors
on the board have a negatively significant relationship with income smoothing for non-family firms but show
no evidence of such relationship for the family firms. In addition, inclusion of the interaction term between
independent directors and family firms into the analysis reveals that the family firm has a negative effect on

the supervisory effectiveness regarding financial reporting of independent directors.
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N =479 Mean SD 25% 50% 75%
SMOOTH 0.700 0.374 0.600 0.857 0.950
PIND 0.405 0.074 0.347 0.388 0.444
FAM 0.666 0.472 0.000 1.000 1.000
BIG4 0.546 0.462 0.000 0.667 1.000
SIZE 14.897 1.373 13.880 14.681 15.727
LEV 0.407 0.286 0.239 0.385 0.541
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ANTN 3 ANAUANIUS — Pearson’s correlation coefficients Lay Spearman’s rank correlation coefficients

SMOOTH PIND FAM BIG4 SIZE LEV
SMOOTH -0.011 0.045 0.076 0.026 -0.044
PIND -0.058 0.058 -0.118 -0.068 0.121
FAM 0.028 0.058 -0.202 -0.137 -0.122
BIG4 0.068 -0.107 -0.201 0.420 0.046
SIZE 0.010 -0.030 -0.165 0.419 0.278
LEV

-0.130 0.111 -0.064 0.010 0.128
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M99 4 m@mﬁmm:ﬁmmmm’aﬂwn@m

Turaa 1 Turaa 2 Turaa 3 Tuiaa 4
Coef. t-stats Coef. t-stats Coef. t-stats Coef. t-stats
(Std. Error) (p-value) (Std. Error) (p-value) (Std. Error) (p-value) (Std. Error) (p-value)
PIND -0.079 -0.40 0.075 0.24 -1.053 -2.34* -0.757 -2.15*
(0.197) (0.687) (0.310)  (0.810) (0.450)  (0.021) (0.353) (0.032)
FAM 0.036 1.12 - - - - -0.304 -1.78
(0.032) (0.265) - - - - (0.171)  (0.076)
PIND*FAM - - - - - - 0.859 2.04*
B, - - - - - (0.420) (0.042)
BIG4 0.049 1.40 0.032 0.60 0.130 1.57 0.059 1.67
(0.035) (0.164) (0.053)  (0.553) (0.083)  (0.120) (0.035) (0.096)
SIZE -0.017  -1.40 -0.005 -0.23 -0.012 -0.53 -0.014  -1.16
(0.012)  (0.163) (0.020)  (0.819) (0.023)  (0.597) (0.012) (0.246)
LEV -0.074 -0.98 -0.184 -2.63** 0.134 0.86 -0.060 -0.77
(0.076)  (0.330) (0.070)  (0.009) (0.155)  (0.392) (0.077) (0.441)
Constant 1.083 547+ 0.884 2.66** 1.220 3.01* 1.298 5.74%**
(0.198)  (0.000) (0.332)  (0.008) (0.405)  (0.003) (0.226)  (0.000)
Industry_Dummy Incl. Incl. Incl. Incl.
df 431 283 17 430
Adj. R? 0.013 0.013 0.059 0.022
F-stats 1.5622 1.373 1.80 1.82
p-value 0.120 0.192 0.068 0.043

UNELUR: *p<0.05, ** p<0.01, *** p<0.001
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