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Abstract

This research examined the relationship among ownership structures, board structure, auditor choice,
and corporate governance ratings of Thai listed companies. Three variables such as ownership structure, board
structures, and auditor’s choice were used as independent variables. The two variables used as a representation
of ownership structures consist of the proportion of major shareholders and the proportion of minority
shareholders. Two variables such as the proportion of independent directors on board and the control of
administrative powers were used to represent the board structure. Auditor choice was measured by audit firm
size (Big 4, or non-Big 4). The dependent variable is corporate governance ratings, which is measured by the CG
score. The sample was collected from the annual reports of 669 firms and the website of the Securities and
Exchange Commission Thailand (SEC) in 2021. The statistics in data analysis were descriptive and multiple
regression analysis. The results showed that the proportion of minority shareholders, the proportion of
independent directors on board and auditor choice were positively associated with corporate governance ratings.
In addition, the control of administrative powers was negatively associated with corporate governance ratings.
However, the proportion of major shareholders was not associated with relationship corporate governance
ratings. This study adds to the literature by giving empirical data on board structure, auditor selection, and

corporate governance ratings of Thai listed companies.
Keywords : Ownership structure, Board structure, Auditor choice, Corporate governance ratings,
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1. Introduction

Asian corporate governance literature notes that these cases have numerous distinctive features that
set them apart from those created in Europe and the United States. (La Porta et al., 2000). East Asian enterprises
have more concentrated ownership and control than corporations in the United States and the United Kingdom,
which usually have a diverse ownership structure (Cho & Wu, 2014). Corporate governance frameworks such as
corporate takeovers and boards of directors are examples of traditional corporate governance systems, are
ineffectual at restricting these dominant owners' self-interested activities since the majority shareholders have the
potential to effectively control the company. Claessens et al. (2000) investigated how ownership and control were
divided in nine East Asian nations and discovered that the largest shareholder, who has more voting power,
frequently jeopardizes the wealth of minority shareholders. Munisi (2020) discovered a negative association
between management ownership and concentrated ownership and corporate governance rating. Therefore, the
ownership structure is the most important factor in determining the form of corporate governance because it
indicates the nature of the agency problem. The proportion of majority shareholders and the proportion of minority
shareholders were used to represent the ownership structure in this study.

This paper considered the board structure to consist of a board of directors and the control of
management power. The board of directors serves as an internal control mechanism used to monitor a firm and is
a component of a successful corporate governance structure. Typically, independent directors are those who are
most concerned with demonstrating the company's adherence to laws, regulations, and ethical standards.
(Ibrahim and Angelidis, 1995). Along these lines, they also favorably consider requests from outside groups to
enhance a company's ethical behavior and encourage internal groups' efforts to do so, particularly through
effective governance systems (Fombrum & Shanley 1990; Johnson & Greening 1999). Since the initial
publications, this position has been regarded as an important component of corporate governance legislation and
guidelines, corporate governance guidelines from all around the world and for all sizes of firms precisely specify
the obligations and tasks of independent board members. Most empirical and theoretical research focusing on
agency theory indicates that independent directors have a positive impact on corporate performance (Brickley
et al., 1994; Anderson et al., 2004). The monitoring role should be improved and management opportunism
should be decreased with a higher proportion of independent directors on boards (Fama, 1980; Fama & Jensen,
1983). More independent boards contribute to a decline in dishonest behavior and the misuse of limited
resources, according to Chen et al. (2006) and Lo et al. (2010). Thus, the proportion of independent directors on
the board is an important factor that influences the quality of corporate governance.

The control of management power is defined as CEO/Chair duality. It refers to corporate management
when the CEO also serves as the chairman of the board of directors. When there is CEO/Chair duality, it suggests

that there is no distinction between decision management and decision control, which leads to agency problems.
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This indicates that the CEO/Chair duality may raise shareholder-management conflicts of interest and impair
manager oversight, which influences agency costs and lowers predicted firm performance (Jensen & Meckling,
1976). Because it indicates a concentration of management power, CEOQ/Chair duality is often discouraged by
corporate governance regulations (Makani et al., 2012). This indicates that a higher degree of power by the
CEO/Chair combination could result in management opportunistic behavior and have an impact on company
governance.

In order to cut their capital raising costs, reduce agency issues, fraud, and economic crimes, it is
generally believed that listed companies must employ high-quality auditors who can demonstrate effective audit
monitoring (Lin & Liu, 2009) and excellent corporate governance (Ferreira, 2018). Choosing a qualified auditor
can be considered as a process of good corporate governance, and promotes corporate governance by
conducting periodic risk assessments. It is also an important tool to help detect fraud and prevent the
refurbishment of the financial statements of the business as well. Cho and Wu (2014) discovered that external
corporate governance tools, such a reliable auditor, might be crucial to enhancing corporate governance. Lurcker
et al. (2005) argued that a poor governance structure is mitigated by the reputation of the auditor. This study
adopts Big 4 auditors as the proxy for high-quality auditors, and that firms that choose Big 4 auditors have a
positive relationship with corporate governance ratings.

Although previous research has examined the relationship of such variables, the relationship between
ownership structure, board structure, auditor choice and corporate governance ratings have not been fully
explored. This paper examines the relationship among ownership structure, board structure, auditor choice and
corporate governance ratings of Thai listed companies in 2021. This study makes significant contributions to the

literature by providing empirical finding on corporate governance in Thailand.

2. Literature Review and Hypothesis Development

2.1 Ownership Structure and Corporate governance

Due to differences in ownership structures and the strength of the capital market, corporate
governance techniques used in industrialized nations may not be effective in emerging markets and other nations.
Except for a small number of Anglo-Saxon nations, most other countries' enterprises have a significant ownership
concentration (Claessens et al., 2000; La Porta et al., 2000). The majority shareholders and other minority
shareholders typically experience the agency problem that results from the separation of ownership from control
in such a setting. Majority shareholders have the ability and incentive to expropriate other shareholders by using
the company's resources for their own benefit because they control the firm with sufficient voting rights
(Claessens et al., 2002; La Porta et al., 2002). The degree of ownership concentration has consequences, such

as when major shareholders dominate decision-making to the detriment of minor shareholders. (Kuznetsov &
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Muravyev, 2001). Shah et al. (2012) show how declining ethical practices by businesses is a direct result of
higher levels of ownership concentration. Ratings for corporate governance will consequently be lowered.

Asian corporate governance literature notes that these cases have numerous distinctive features that
set them apart from those created in Europe and the United States (La Porta et al., 2000). Compared to US and
UK organizations, which typically have a dispersed ownership structure, East Asian businesses have a more
concentrated ownership and control structure (Cho & Wu, 2014). Traditional corporate governance mechanisms,
such as corporate takeovers and boards of directors, are ineffective at taming the self-interested behavior of
these dominant owners because the majority shareholders can effectively control the company. In nine East Asian
countries, Claessens et al. (2000) investigated the split of ownership and power and found that the largest
shareholder frequently jeopardizes the wealth of minority shareholders due to their increased voting rights.

According to Srijunpeth (2009), in Thailand the majority of listed firms are family-owned firms and within
the same firm major shareholders are initial founders and hold executive positions. From the perspective of an
investor, a family firm may be in danger due to poor management that disregards the interests of minority
shareholders. A specific form of corporate governance that offers reduced agency costs and higher performance
is provided by creating family businesses, according to earlier studies by James (1999) and Mishra et al. (2001).
Further research has revealed that managers of founding family businesses are more prone to exert managerial
entrenchment to the firm's harm, severely influencing performance (Thomsen and Pedersen, 2000; Gomez-Mejia
et al.,2001). Consequently, minority shareholders are a crucial component of a solid firm's stock trading liquidity
(Pongkasem et al., 2019), resulting in the company being able to raise funds through the stock market easily. It
also helps to promote excellent company governance. Some studies also revealed contradictory and inconclusive
results (Begley, 1995). This research expects that the higher the proportion of majority shareholders, the more
likely are lower corporate governance ratings. On the contrary, the higher proportion of minority shareholders, the
more likely that corporate governance ratings are higher. For this kind of connection, a hypothesis was created,
as follows:

H1: The proportion of majority shareholders has a negative relationship on corporate governance ratings

H2: The proportion of minority shareholders has a positive relationship on corporate governance ratings

2.2 Board Structure and Corporate Governance

2.2.1 Independent Directors on Board

As part of an effective corporate governance structure, the board of directors is in charge of creating a
monitoring mechanism and supervising the system's implementation. While it is evident that all directors, whether
executive (those with functions within the corporation) or nonexecutive (those hired from outside), should be

treated equally in terms of board obligations, one of the most important tasks of the latter is to guarantee that all
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shareholders' interests are respected. Also, there are nonexecutive directors who represent particular shareholder
and investor groups and independent directors who are unrelated to the company other than their directorship.
(Clifford & Evans, 1997). Independent directors are tasked with monitoring the actions and decisions taken by
corporate boards regarding management and ensuring that the executive is held accountable (Fama, 1980). It
follows that they pay close attention to investors because they have to make sure that management choices are
made with shareholders' interests in mind. Although remaining impartial toward the company and its CEO,
independent directors are trustworthy tools for their organizations' management oversight (Daily & Johnson 1997).
Since the first publications, this position has been recognized as a critical component in corporate governance
regulations and recommendations, the function and responsibilities of independent board members are expressly
outlined in corporate governance standards from throughout the world and for businesses of all sizes.
Independent directors are essential in enhancing the company's ability to be recognized by external
stakeholders, according to Pfeffer and Salancick (1978). Therefore, businesses with more independent director
participation on their boards must adhere to minimal financial leverage and high market equity values.

Few empirical studies on agency theory have found a relationship between the percentage of
independent directors and company performance, either negatively (Kumar & Singh, 2013) or not at all (Bhagat &
Black, 2002). Nonetheless, the majority of empirical (Brickley et al., 1994; Anderson et al., 2004) and theoretical
(Beasley, 1996) studies on agency theory shows that independent directors boost a firm's performance. The
efficiency of the monitoring role should increase and management opportunism should decrease with a higher
proportion of independent directors on boards (Fama, 1980; Fama & Jensen, 1983). More board independence
also lowers fraudulent actions and the misuse of limited resources, according to Chen et al. (2006) and Lo et al.
(2010). As a result, shareholders should gain more from the situation (Byrd & Hickman, 1992). In line with this
study, according to Rosenstein and Wyatt (1990), the percentage of outside directors has an impact on
shareholder wealth. Their research shows that when an additional outside director is appointed, the stock price
rises. This demonstrates that the scrutiny of management by independent directors is crucial for reducing the risk
of financial statement fraud (Beasley, 1996), and it is probably advantageous to shareholders (Byrd & Hickman,
1992). As a result, independent directors can enhance effective board oversight since they can be useful in
bringing together the interests of shareholders and managers (Tihanyi et al., 2003). As a result, they ensure that
CEOs make decisions that enhance performance (Musteen et al., 2009). Therefore, it is possible that the greater
the proportion of independent directors on a board, the more likely that the corporate governance rating is higher.
For this kind of connection, a hypothesis was created, as follows:

H3: The proportion of independent directors on board has a positive relationship on corporate

governance ratings
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2.2.2 The control of Management Power

Another important feature of modern corporate governance is the control of management power as
CEO/Chair duality. It refers to corporate management in which the CEO also acts as the board chairman.
Although not always a leader for the board, the CEOQ is a hierarchical leader for the senior management team.
Hence, a CEQ's structure power in relation to the boardroom can be reflected by the CEO/Chair duality, which is
the pairing of the CEO and board chairman. In a firm, decision management and decision control functions
should be kept apart, according to Fama and Jensen (1983). The decision management role comprises the
authority to suggest and carry out new plans for the allocation of the firm's resources, whereas the choice control
function includes the authority to approve and supervise such suggestions. To ensure this separation, a number
of internal checks and controls are used. Use of the company's resources wisely is facilitated by this system. In
light of this, the highest level should employ the same system. Thus, the chief decision management authority
(CEQ) job should be distinct from the chief decision control authority role (chairman). The CEO cannot have
authority over the board of directors because it is the corporate structure's highest degree of decision control. The
CEO/Chair duality indicates that decision management and decision control are not separated, which ultimately
causes problems for the agency. Thus, CEO/Chair duality may worsen conflicts of interest between shareholders
and managers and limit management oversight, both of which have an impact on agency costs and are predicted
to lower the company's performance (Jensen & Meckling, 1976). Most corporate governance codes do not
recommend CEQO/Chair duality. (Makani et al., 2012). The higher level of control by CEQ/Chair duality may lead to
managerial opportunistic behavior. Therefore, it is possible that the higher control of administrative power leads to
lower corporate governance ratings. For this kind of interaction, a hypothesis was established, as follows:

H4: The control of administrative power has a negative relationship on corporate governance ratings

2.3 Auditor choice and corporate governance

Because an auditor (another agent) performs an external monitoring role on behalf of the shareholders
(the principal) in attesting to the credibility of accounting information provided by management (the agent),
external audit is regarded as one of the most effective monitoring mechanisms in the global capital markets (Fan
& Wong, 2005). According to Jensen and Meckling (1976) and others, the external auditor is essential in the effort
to prevent accounting manipulation, which in turn limits conflicts of interest and lessens knowledge asymmetry
between the principal and agent. As a result, if financial information is audited by one of the Big 4, capital
providers will trust it more, lowering the cost of capital. An effective corporate governance instrument is high-
quality auditing (Watts & Zimmerman, 1986).

When a company chooses an auditor, the caliber of the auditing service is thought to be a crucial

aspect. A company may select reputable, high-quality auditors to minimize risk to investors and prevent adverse
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selection issues (Bachar, 1989). Mayoral and Segura (2008) conducted an analysis of the factors influencing the
choice of auditor and discovered that the choice of auditor, in terms of audit quality, is influenced by both the
corporate governance systems and the desire to mitigate agency problems and prevent associated expenses. In
order to indicate competent audit monitoring and excellent corporate governance and reduce their capital raising
expenses, it is generally believed that listed companies must employ high-quality auditors (Lin and Liu, 2009). Big
4 auditors are used as a standard for good audit quality by most foreign researchers. DeFond, Wong, and Li
(2000) claim that Big 4 auditors are more likely to provide the qualified audit opinion in China. Francis (2004)
asserts that the Big 4 auditors put more effort into the audit and have more competence than auditors who do not
belong to the Big 4. This results in a greater audit quality than auditors who do not belong to the Big 4. Cho and
Wu (2014) discovered that external corporate governance tools, like a reliable auditor, can be extremely helpful in
enhancing corporate governance. This study also adopts Big 4 auditors as the proxy for high-quality auditors.
Therefore, it is possible that firms that choose Big 4 auditors have a positive relationship with corporate
governance ratings. For this kind of interaction, a hypothesis was established, as follows:

H5: Firms which choose Big 4 auditors have a positive relationship with corporate governance ratings
Figure 1

Conceptual Model

Ownership Structure
- Proportion of Majority Shareholders (MaS) H1 (-) —

- Proportion of Minority Shareholders (MiS) H2 (+)

Boards of Directors
Corporate Governance Ratings

(CGR)

- Proportion of Independent Directors (InD) H3 (+) .

- Control of Administrative Power (CoP) H4 (-)

Auditor Choice (AuC) H5 (+) ]

3. Research Methodology
3.1 Research Design
This study examines the relationship among ownership structure, board structure, auditor choice and

corporate governance rating (Figure 1). Each company's annual report includes information on all study factors.
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As a result, secondary data for inferential statistical analysis were obtained from annual reports and financial

statements available on the SET website.

3.2 Samples, data collection, and measurement of variables

The sample for this study was 712 listed companies on the Stock Exchange of Thailand (SET) in 2021.

All financial industries, or 41 firms, were excluded as their regulations and characteristics of corporate

governance differ from those of other industries (Dadashi et al., 2013). Also, 2 firms had incomplete data. Thus,

the final samples were 669 firms, representing 93.96%. The variable name and measurement scale are shown in

Table 1.

Table 1 Variables and Measurement Scale

Variable name

Abbreviation

Measurement scale

The proportion of majority MaS The percentage of share held by the top 10

shareholders shareholders

The proportion of minority MiS the percentage of the number of free float shareholders

shareholders who are not involved in the management or have no
control

The proportion of independent InD the percentage of independent board of directors.

directors

The control of the administrative CoP a dummy variable, taking the value of 1 if Chief

power Executive Officer and Chairman of the Board are the
same person; otherwise it is taken as 0

Auditor Choice AuC a dummy variable, taking the value of 1 if a Big4
auditor; otherwise it is taken as 0

Corporate Governance Ratings CGR Four levels of corporate governance ratings are

available: 3 (excellent), 2 (very good), 1 (good), and 0
(N/A).

3.3 Data preparation

The data was examined and ready for the statistical assumption's needs. Examining the normal

distribution and looking for any aberrant points was the first step in the procedure (outliers). The statistical model

did not include any data that were not normally distributed. After then, the data was examined once more for

normal distribution before being accepted.
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3.3.1 Normality Testing

A QQ plot, Box plot, and Histogram were used to test the data for each variable's normal distribution.
When plotting a dataset with a normally distributed distribution, an approximately diagonal line should rise as the
plot moves from left to right along the x-axis. To find outliers that stand out clearly above or below the box, a box
plot is utilized. On the histogram view, the graph looks to be generally symmetrical, and its skewness and kurtosis
indices are calculated by studying Kline's skewness and kurtosis (2015), The skewness values varied from -0.920
to 0.792 and the kurtosis values varied from -1.824 and 0.280 (Table 2). The data in this study is regarded as normal.

3.3.2 Multicollinearity Testing

Before each hypothesis is evaluated, one of the prerequisites of regression analysis is to verify that the
multicollinearity problem of independent variables does not present in the independent variables. Using the
Pearson correlation testing method, according to Table 3, the correlation coefficient is less than 0.8 (Hair et al.,
2010).

3.4 Hypothesis testing and statistical analysis

The data analysis applied descriptive statistics—means, maximums, minimums, and standard
deviations, skewness, kurtosis and a correlation analysis. Multiple regression models have been used to test the

research hypotheses. To test H1-H5, the equation used is as follows:

Equation: CGR = B,, + B, ,MaS + B,,MiS + B,,InD + B,.CoP + B, AuC + €,

4. Results and Discussion

Table 2 Descriptive Statistics

Variables Min Max Mean S.D. Skewness Kurtosis

Proportion of major shareholders

0.210 0.989 0.688 0.144 -0.463 -0.049
(MaS)
Proportion of minority
0.014 0.920 0.398 0.162 0.533 -0.095
shareholders (MiS)
Proportion of independent
0.22 0.80 0.428 0.099 0.792 0.280
directors on board (InD)
Control of administration Power
0 1 0.71 0.455 -0.920 -1.158
(CoP)
Auditor choice (AuC) 0 1 0.60 0.489 -0.426 -1.824
Corporate Governance Ratings
0.00 3.00 1.864 1.022 -0.483 -0.906

(CGR)
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Table 2 presents the values of descriptive statistics used to analyze the basic characteristics of the
variables. The means of the proportion of major shareholders and the proportion of minority shareholders are
68.80%, and 39.80%, respectively, indicating that families dominate many Thai listed companies. The mean of the
control of administration power is 71%, indicating that the top 10 shareholders have a high control of
administration power. The mean of the proportion of independent directors on board is 42.80%, indicating that
most Thai listed companies have less than 50% of independent directors on board. 60% of the Thai listed

companies were audited by Big4 audit firms.

Table 3 Pearson’s Correlation Matrix

Variables Ma$S MiS InD CoP AuC Tolerance VIF
CGR -0.027 0.069 0.120** -0.130** 0.218**
Ma$S 1 -0.793" -0.038 -0.150" 0.169** 0.351 2.851
MiS 1 0.102" 0.027 -0.132" 972 1.029
InD 1 0.038 0.019 987 1.013
CoP 1 -0.156 974 1.027
AuD 1 958 1.044

** pvalue < 0.05

Table 3 demonstrates the Pearson correlation analysis to test the multicollinearity among the five
variables used in this study. In this way, we can measure the degree of linear association between every pair of
variables. The results show statistical significance at 0.05 levels. The variable values ranging from -0.793 to 0.169.
The maximum correlation is -0.793 showing a negative significance between proportion of major shareholders
(MaS) and proportion of minority shareholders (MiS) variables and shows no multicollinearity problem because
the correlation is lower than 0.80 (Hair et al., 2010). For the value of tolerance and its inverse, the inflation factor in
the variances (VIFs) is also calculated. Given that the variance inflation factors (VIFs) rank between 1.013 and
2.851—below the cut-off value of 10 suggested by Neter et al. (1985)—we can conclude that multicollinearity is
not a concern in this study. Moreover, Durbin-Watson value rank from 2.073 which is not higher than the 4 cut-off
value, meaning there in no autocorrelation problem encountered in this study (Gujarati, 2003).

Table 4 presents the results of OLS regression analysis of the relationship among the proportion of
independent directors, the control of administration power, the proportion of major shareholders, the proportion of
minority shareholders, auditor choice and corporate governance ratings. Statistical tests showed that the
proportion of minority shareholders (H2: b ,= 0.005, P<0.05), has a positive significant relationship on corporate

governance ratings. Firms with the higher proportion of minority shareholders have higher corporate governance

NsasMSUrUBIa:MSIANIS UM3NeNdeumansniu
UR 16 QUUA 2 W.g. - 0.9. 67

132



The Relationship of Ownership Structure, Board Structure, Auditor Choice... / Sumintorn Baotham and Kanokkan Vichasilp

ratings. Thus, hypothesis H2 is supported. This conclusion supports Pongkasem et al. (2019), which found that
minority shareholders are a crucial component of a solid firm's stock trading liquidity, and results in the company
being able to raise funds through the stock market easily and also helps to promote excellent company

governance.

Table 4 OLS Regression Results

Dependent Variable

Independent variable Corporate governance ratings (CGR)

Exp. Sign Coefficient Std. Err.
Constant 1.067*** 0.203
Proportion of major shareholders (MaS) H1 (-) -0.025° -0.394
Proportion of minority shareholders (MiS) H2 (+) 0.005** 0.002
Proportion of independent directors on board (InD) H3 (+) 1147 0.387
Control of Administration Power (CoP) H4 (-) -0.234*** 0.085
Auditor Choice (AuD) H5 (+) 0.440*** 0.080

R’ =.078, Adjusted R° = .072, Durbin-Watson = 2.073

***p value < 0.01, ** p value < 0.05

The proportion of independent directors on board (H3: b, = 1.147, P<0.01) has a positive significant
relationship on corporate governance ratings. Results suggest that the higher the proportion of independent
directors on board the higher the corporate governance ratings. Thus, hypothesis H3 is supported. A greater
percentage of independent directors on boards should improve the effectiveness of the monitoring function and
reduce managerial opportunism (Fama, 1980; Fama & Jensen, 1983). According to Chen et al. (2006) and Lo
et al. (2010), more board independence also decreases fraud and the theft of limited resources. This should result
in greater gains for shareholders (Byrd & Hickman, 1992). Consequently, independent directors can improve
board monitoring (Tihanyi et al., 2003), and increase corporate governance.

The control of administration power (H4: b, = -0.234, P<0.01), has a negative significant relationship
on corporate governance ratings. Results suggest that the higher the control of administration power the lower the
corporate governance ratings. Thus, hypothesis H4 is supported. This study is in line with that of Makani et al.
(2012), who demonstrated that most corporate governance codes do not propose CEOQ/Chair duality as the
control of administration. Hence, the CEOQ/Chair duality's increased level of authority may encourage management

opportunism and lower the level of corporate governance.
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Auditor choice (H5: b, = 0.440, P<0.01), has a positive significant relationship on corporate governance
ratings. This study found that firms which choose a Big-4 auditor have higher corporate governance ratings. Thus,
hypothesis H5 is supported. A high-quality auditor, for example, may be a crucial component of external corporate
governance procedures that can significantly improve corporate governance, according to the findings (Cho & Wu, 2014).
The implementation of the corporate governance suggestion and the external auditor's confirmation of it were found to
have a substantial direct relationship, according to Ferreira (2018). Thus, lessening agency issues, fraud, and financial
crimes need higher information transparency. Doing the right thing and doing it the right manner is the cornerstone of
excellent corporate governance. The board of directors, shareholders, and auditors should all collaborate to run
businesses effectively for the benefit of all stakeholders. This is a key component of good corporate governance.

The relationship of most shareholders on corporate governance ratings was not significant (H1: b,,= -
0.025, P=0.994). Thus, hypothesis H1 is not supported. Although many shareholders was not significant, the beta
coefficient was negative. This suggests that most of the shareholding structures of Thai listed companies are
based on family companies, where the shareholding and executive power in the company is concentrated in the
members of the family (Srijunpetch, 2009), As a result, founders of family firms are more prone to engage in
management entrenchment at the expense of the company (Thomsen & Pedersen, 2000; Gomez-Mejia et al.,
2001), which results in weaker cooperative governance. The rules governing Thailand's financial markets are
insufficient to safeguard the interests of investors and minority shareholders, agency issues arise between the
family-dominated maijority and the minority shareholders. Those groups would prefer to abstain from making
investments due to the information asymmetry disclosed by firms. Investor trust can, however, be increased by

better corporate governance for businesses in emerging economies (Rajagopalan & Zhang, 2008).

Table 5 Summary of Hypothesis

Hypothesis Result

H1: The proportion of majority shareholders has a negative relationship on corporate Rejected

governance ratings

H2: The proportion of minority shareholders has a positive relationship on corporate Supported

governance ratings

H3: The proportion of independent directors on board has a positive relationship on corporate  Supported

governance ratings

H4: The control of administrative power has a negative relationship on corporate governance Supported

ratings

H5: Firms which choose Big 4 auditors have a positive relationship with corporate governance  Supported

ratings
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5. Conclusion

This research examined the relationship among ownership structures, board structure, auditor choice,
and corporate governance ratings of Thai listed companies. The findings of the study clearly support the relation
between the board structure (the proportion of independent directors on board and control of administrative
powers) and corporate governance ratings. Firms with a high proportion of independent directors on board and
a low control of administrative powers have higher corporate governance ratings. Besides, firms with a high
proportion of minority shareholders have higher corporate governance ratings. Moreover, this study found that
firms which choose a Big-4 auditor have higher corporate governance ratings. The results support the view that
internal mechanisms and external mechanisms of corporate governance in Thai listed companies were key

elements of corporate governance ratings of Thai listed companies.

6. Further Research

Firstly, this study uses secondary data from the annual reports, and it did not examine any other reports
or other mass communication mechanisms that companies’ management may use to disclose ownership
structure, board structure, auditor choice and corporate governance ratings information. Future studies might use
primary data gathered through interviews and questionnaire to improve the interpretation of the findings.
Secondly, the paper investigated auditor choice via Big 4, or non-Big 4. Future research might be to study the
relation between corporate governance and auditing regarding the voluntary and mandatory auditor change,
auditor opinion, and auditor tenure. Thirdly, this paper analyzed the year 2021, Future research could be
extended to analyze a more updated period. Fourthly, this study omitted control variables such as firm size, firm
age, and industry group that could have an impact on corporate governance; future studies may include control
variables in the model. Finally, complete, accurate and transparent disclosure of information of listed companies
is an important mechanism to build confidence and attract investors' attention. In addition to financial information,
Environmental, Social, and Corporate Governance Information (ESG) is critical information that influences
investment decisions. Research should be expanded in the future by include additional intriguing factors,
including audit committee financial experts, board characteristics, audit committee attributes, that have an impact

on the disclosure of Environmental, Social, and Corporate Governance information or sustainability reports.

7. Contribution
This study adds to the body of literature by supplying more support for earlier investigations., which
suggest that internal mechanism (owner structure and board structure) and external mechanism (external auditor)

were key elements of corporate governance ratings of Thai listed companies.
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