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CHAPTER 1
INTRODUCTION
Background of the Study

In 2009, world population stands at 6,790,062,216 (July 2009 est.) which is a
slightly differences between male (50.26%) and female (49.74%) world population
(Central Intelligence Agency, 2009). Howeyer, the representation of female in the top
management position such as board of direcior.and CEO is quite low relative to the
proportion of total female population. In USZHia-2008 and 2009 women held 15.2 %
of board seats at Fortune 500" companiés (Catalyst;2009) which increased from 2007
(14.8%) (Catalyst, 2007)s" Bysthe end of 2008, female directors in Europe, Australia,
Germany, France, Spain; and [taly, Weré 9.7%, 8.3%, 7.8%, 7.6%, 6.6%, and 2.1%
respectively (EOWA-Egual Opportunit‘}i.".for Women in the Workplace Agency,
2008). These statistics show that there 1s a small proportion of female director relative

to male director.

However, many countries concem":;ﬁel.jmportant of the gender diversity in
boardroom and increase pressure of boards TI) iilcrease female director in boardroom,
especially the Scandinavian countries. The mast extreme case occurred in Norway
where 40% gender quota Iegislation for female board of director was introduced since
2002 (Forbes, 2006). Hence, the percentage of female director in Norway is 44.2% in
2008 (EOWA-Equal Opportunity for Women in the Workplace Agency, 2008)
jumped from 28:8% /in. 2006 and 22% 1in"2004, By the énd of 2008, the women on
boards in Scafidinavian countries continue to outperform the rest of European
countries (EuropeanPWN-+ Eurepean;Professional Women:s, Netwonk, 2008). The
percentage of female directors " Sweden (26.9%)," Finland (25.7%) and Denmark
(18.1%) increased from the previous years (Egon Zehnder International, 2008).
Moreover, in Finland, the Finnish Corporate Governance Code (2008) stated that

“Both genders shall be represented on the board”. And from January 1* 2010 onward,

' The Fortune 500 company list is a ranking of the top 500 United States public corporations as
measured by gross revenue, although eligible companies are any for which revenues are publicly
available (which is a larger universe than "public companies,” as the term is commonly understood, to
mean "companies whose common stock trades on a stock exchange). Fortune magazine compiles and
publishes the list of Fortune 500 companies annually.



listed companies in Finland need to have at least one woman in boardroom. If not,
they need to explain the reason why (EuropeanPWN - European Professional

Women*s Network, 2010).

The important of female in boardroom is concerned more in the past few
years. Most articles and researches on women as board member indicate the positive
impact of gender diverse board in term of board inputs and firm outcomes (Adams
and Ferreira, 2009; Bilimoria, 2000; Mattis, 1997; Maznevski, 1994 and Rosener,
1990). The Conference Board of Canada (2002) also provides the evidence that the
service of women on board made a practieal difference to the strength of its
governance. Women, as a group, provide particular and identifiable benefits to board
as women tend to display some characteristics such as broaden discussions, reduce
unnecessary risks that-a Corporation takes on, and punish people who would increase

foolish risks (Sweetman K. ,2009).

Nevertheless, in Thailand, there is': none of any study that shows the evidence
of impact of women in"boardgoom on firm performance. Hence, I am motivated to
study the impact of female board of directof, of the listed firms in the Stock Exchange

i

of Thailand (SET) on their ¢orporate performagx_;e.

However, the low number of women 'bﬁ board in.many countries may come
from the inequality 0f genders; himited access or barrter that block women from being
promoted in top position in firm, which is called “Glass Ceiling”. The connection is
the important factor in supporting the promotion as director and women need to
develop strong hetwork andialliances to support their promotion (Israeli and Talmud,
1998). If board members are promoted by the network support, they can be viewed as
homogenous. group.who have. similar. socioeconomic background, hold degree from
the same school, have similar‘@ducational background or'professional-training and, as
a result, have very similar view about appropriate business practices (Domhoff, 1970).
However, under the assumption that the greater diversity, the better board decision
making leads to the increasingly pressure to appoint directors with different
backgrounds (Useem, 1993). Therefore, my study also hypothesizes whether there are
some different effects on firm performance if I take network between those female
directors and firm stakeholders such as firms™ board member and majority

shareholders in consideration.



This study focuses on the network between the female directors and the firm
shareholders and board members. I scope my study into the main two types of
connection: ,,family network™ and ,,alumni network®. Family or family network is
classified by surname name and marriage link (by law) between board members and
firm majority shareholders. Alumni network is the connection of people who hold
degree from the same school. In this study, female directors who graduated from or
hold degree of the particular school with the firm board members and majority
shareholders are classified as female director related to alumni network. Moreover,
the characteristics of female directors, which are type of director (independent, audit
director), little name and multiple board directors. are added to investigate the impact

on firm performance.

Statement of Problem

The gender divesity of the board:';_lrl-.d the important of female in board room
are highly concerned worldwide because thete are evidences claim the positive impact
of female directors on firm performance. Hicj\zvgzver, in Thailand, there is no existing
study on this issue. Due to the ditferent fitm éﬂaracteristics and cultures in Thailand
(family ownership, weak corporate govefﬂdﬁéé,' nepotism, glass ceiling, etc.), the
effect of female directors-on firm-pertormance may differ from other countries and
those results might not be appropriate to apply in Thailand. Therefore, I hypothesize
that the positive association may not be observed in Thailand. In particular, women
directors whoaré appointed? by “Network? imay! yield" different effect on firm
performance. Moreover, the characteristic of female directors, such as type of director
(independent,, audit, director),. little, name and multiple.board directors, may have
significant " impact’ ‘on" firm “perférmance ' according ' to- special ‘feature of each
characteristic. In order to investigate the effect of female directors on firm

performance, it is required to find the empirical results in the study.



Objective of the Study

The objectives of this study is to investigate the impact of women in boardroom
on performance of firm listed on Stock Exchange of Thailand (SET) over the period
2000-2009. Also, this study seeks to investigate on the effect of women directors who

are appointed from network supporting on firm performance.

Scope of the Study

For the empirical analysis, in order {o-mvestigate the impact of female
directors on firm performanee in Thailand, the sample of my study is all publicly
traded firms listed on the" Steck Exchange of Thailand (SET) for the period 2000 -
2009. Nevertheless, financial institutidn, real estate investment trusts, insurance

sectors and closed-end muitual funds, will“t}é excluded from this study.

Contribution T/

The composition of board is one o_f f_mti:chanisms that improve the corporate
governance. If we Know the impact of fer.n“z;ler directofs on firm performance in
Thailand, we can uumprove the board effectiveness and' corporate governance in
Thailand, which is currently considered as weak corporate governance. Therefore, my
study seeks to addresss the issues of the, impact of female directors on firm
performance and make several contributions to the literature. First, I explore impact of
women in boardroom on performance of firm listed on the Stock Exchange of
Thailand by using Lothimatket and acCoufiting perfotmancé measuréments, which are
Tobin"s g” and return on assets (ROA)3 as proxies respectively. Second, I identify the
network of female director on listed companies into alumni network and family

network by gathering data of female directors of firms listed in the Stock Exchange of

? Tobin's q or Q ratio is firm®s market value to its book value. A Tobin's Q ratio greater than 1
indicates the firm has done well with its investment decisions. Named after James Tobin, Yale
University economist.

? An indicator of how profitable a company is relative to its total assets. ROA gives an idea as to how
efficient management is at using its assets to generate earnings. Calculated by dividing a company's
annual earnings by its total assets, ROA is displayed as a percentage. Sometimes this is referred to as
"return on investment"



Thailand. Finally, I investigate the effect of women directors who have network on

firm performance, using Tobin"s q and return on assets.

In addition, the result from this study will help clarify and understand the role
or importance of female directors in boardroom. Therefore, the result can be used as a
guideline to the regulators to impose the regulations or enforcing gender quotas in

boardroom in the way that help improve the firm"s corporate governance.

Organization of the Study

This thesis proceeds-as follows. The first chapter is the introduction part which
contains the backgrounds statement of problem, objectives, scope, contribution and
brief methodology of this study:” The fext chapter reviews prior literature studied on
the effect of board compesition/on overall’i)erformance, the effect of female directors
on firm performance, the dmportant of ne'f‘twt)rk support accessing board position and
the effect of network ‘On firm performahfc_@ and process of developing hypothesis.
Chapter 3 describes the sample selectidﬁ,i source of data, data descriptive, the
identification of networks and methodology. -"Cl'_iapter 4 presents analyzes the result of
the tests. The summaries of the finding andf__suggestions for future studies are shown

in chapter 5.



CHAPTER II
LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT

There are two parts consist in this chapter which are literature reviews and
hypothesis development. The prior literatures are discussed to develop the hypotheses.
First, the section begins with the overview of the effect of board composition on
overall firm performance. Next, the effect of female directors on firm performance is
discussed in detail. Then, the important of network in accessing board position and
the effect of network on firm performance is discussed. After the reviewed literatures,

the new hypotheses are created from the gap ofthose literatures.

2.1 The effect of boardcomposition anﬁ overall performance

The board of.diregtors is one o’f several internal governance mechanisms
which is intended to ensire that'the ifitcrests of shareholders and managers are closely
aligned, and to discipling or remoye inefféétive management teams. Number of
studies found board composition has been fodngl to play a substantial role in corporate
performance surrounding events where aigéﬁéy costs between shareholders and
managers are severe (Kosnik, 1990; Welsﬁach, 1988; Cochran et al., 1985).
Moreover, some empitical evidences imply that board composition is important when
board of directors ratify decisions that may have a direct effect on managerial well-
being (Lee et at., 1992).. Baysinger and Butler (1985) claim that changes in board
composition @wer' a ten-year period; ‘appear to' have ‘a|causal relationship with
accounting performance. Barnhart et at. (1994) finds that board composition and
overall-perfermancge, which is-measured by, market walue-to=book value of common

stock equity (MB), are curvilinear related.

2.2 The effect of female directors on firm performance

Most studies of women in boardroom claim the positive impact of having
gender diverse board on firm performance. The main study I focus on is the study of

Adams and Ferreira (2009) who investigate the issue of women in boardroom and



their corporate governance and performance, using data of Standard & Poors (S&P)
500, S&P MidCap’ and S&P SmallCap® firms during 1996-2003. In perspective of
corporate governance, they find that female directors are less likely to experience
attendance problems than male directors. Also, male directors have fewer attendance
problems in gender diverse board. Thus, these suggest that the presence of women
could influence board behavior in the way that leads to better governance. Moreover,
the more fraction female director on board leads to higher sensitivity of turnover to
performance which suggests that female directors appear to be tougher monitors than

male directors.

In perspective of corporate performance, they examined whether gender
diverse impacts corporate peefommance by using two measures of performance:
Tobin"s q and ROA=They suggest that the diversity has a positive impact on
performance in firms«that Othérwise have weak governance and enforcing gender
quota in the boardroom¢could decrease sha;reholder value in well-governed firms. In
conclusion of this study,it shows that female directors have a significant impact on

board inputs and outcomes:

Moreover, there are'many reasons of why women are needed in boardroom
which mostly imply the positive or beneﬁ‘_té of having gender diverse board on firm
corporate governance and performance. Fof ;xample, first, gender diverse board
increases diversity offopinions in the board room (Catalyst, 1995). Second, female
directors bring strategic input to the board (Bilimoria, 2000). Third, female directors
improve company image with stakeholdemgroups (Mattis, 1997). Forth, women in

boardroom ensure better boardroont behavior (Adams and Ferreira, 2009).

In addition,. many.researchers, argue that-haying women “in, key position is

being associated 'with long terfn company success and competitive'advantage (Cassell,

* The S&P 500® has been widely regarded as the best single gauge of the large cap U.S. equities
market since the index was first published in 1957. The index has over US$ 3.5 trillion benchmarked,
with index assets comprising approximately US$ 915 billion of this total. The index includes 500
leading companies in leading industries of the U.S. economy, capturing 75% coverage of U.S. equities.
> The S&P MidCap 400 is the most widely used index for mid-sized companies. The S&P MidCap 400
covers over 7% of the U.S. equities market, and is part of a series of S&P U.S. indices that can be used
as building blocks for portfolio construction.

% The S&P SmallCap 600 covers approximately 3% of the domestic equities market. Measuring the
small cap segment of the market that is typically renowned for poor trading liquidity and financial
instability, the index is designed to be an efficient portfolio of companies that meet specific inclusion
criteria to ensure that they are investable and financially viable.



1997), and adding value though womens distinctive set of skills (Green and Cassell,
1996). Moreover, increased profitability has been claimed to be associated with the

appointment of female directors in the United States (Catalyst, 1995).

In Thailand, the percentage of women in senior management team of firm is
38% which is higher than other countries in Asia Pacific region as a whole and the
global average which the percentage of women in senior management team of firm
are 25 % and 24 % respectively (Grant Thornton“s International Business Report
(IBR), 2009). The study of Yukondi (2005) claims that the equalization of genders is
promoted in Thailand for the past two.décades, such as promoting equality in
education and career opportunities. However, she find that the inequality in workplace
between genders (normally .called “Glassed Ceiling”) still persists because
discrimination, social mormsy'customs and culture are extremely difficult to change. I
believe that this factowds one important fac_jt_or that affects impact of female director in
boardroom on firm performance. The {rue. ébility of female directors may be blocked
by the glass ceiling. For gxample, the OpiI"liOJI-I of female may not be accepted as much
as males".

Moreover, the differént characterist;(;; of directors may make different impact
on firm performance. For exampic, dire_(;'_f_c_)_r'_s_ are classified as independent and
dependent directors which are different in éh;racteﬂstics therefore their impact on
firm performance should be different. Klein (1998) ¢laims significant relation
between firm performance and how boards ar¢ structured. He found a positive relation

between the percentage of inside directors and stock market performance measures.

In addition, the characteristic of female directors such as multiple board of
directors (called busy board) and.director with.liftle name (including ladies and royal
family) may have Significant impaét én firm performance. Theseé ‘characteristics may
support female directors™ ability to access to board position without any positive

impact on firm performance.



2.3 The Important of network support accessing board position

Female in boardroom is quite rare in the past decades and being concerned
more in recent. The small number of female in boardroom is the consequence of
limited access to or exclusion from informal interaction networks (Kanter, 1997).
Women are seen as “too different” to the current incumbents of boards and as such
too risky to employ in senior positions is consistent with the Kanter*s description

(1977) of homo-social reproduction.

The study of Sheridan (2002) argues that the business contact or network is
important in accessing board positions. Sheridan conducts the survey of women board
members of publicly-listed companies 1n Australia by using questionnaires with both
closed- and opened-ended questions in order to aceess women boards™ experiences
directly. The survey result shows' the-nomination to board is primarily tied on the
recommendation of CEQy board member and firm shareholders. For more detail, the
boards on which directors have serv'-e:da- longest indicate that they had been
recommended by the €EOQ (35%), a boérrd member of the company (33%) and a
shareholder of the company (24%).‘ Also; some of female directors indicate that their

i

business contacts had been important to their nomination.

The responses, of the sufvey sugges't:"s'i‘)'ﬁie of the difficulties women continue
to face in accessing -board-position: I he tendency for “like promote like” (Kanter,
1997) continues to limit womens access to board position (Sheridan, 2001). As
women are not seemed to be “like” those currently on boards, their opportunities are

limited.

Moreover, many others claim the significance of “whe ,you know”. The
importance of netwotks [for employment Opportunities jand career -progression has
been stated in previous studies (Cannings and Montmarquette, 1991and Ibarra, 1993).
There is evidence shows that the established social network of board director
advantage men (Israeli and Talmud, 1998). Not only in Australia proved networks are
valuable, but also in Canada where important of networks in accessing board position

is significant (Bruke, 1997).
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As the mentioned examples above, in Thailand, network or connection also
seems to be one of the important factors in recruiting or nominating firm employee.

The ,know-whom®is as valuable as ,,know-how* in accessing firm position.

2.4 The effect of network support accessing board position on firm performance

According to Williams and O*Reilly (1998), the study shows that network
members may be more able to use unigue information when they are familiar instead
of being strangers with one another. In otherword,network helps facilitate the flow of
knowledge between netweork members: The communication of network members is
easier to understand among themselves. Therefore, it implies that members in network
group can work together with desser probability of conflict than working with other
people who are not members of ithe network. Onee management teams or board

members work well togéther, the workimg flow will be smoothen.

However, there age some‘disad\faptgges behind the above advantages of
network. Pelled et al. (1999) show that.‘_fgrﬁiliarity of network members reduces
emotional conflict which is resulting from te_'ss demographic diversity. Therefore,
homogeneous experiences or background ani;_)ng board members may not enhance the
affective conflict (Useem, 1982). Thus, the ability of boatd to work may not increase.

Hence, it may not lead to positive impact on firm performance.

Moreover, under_the assumption that the greater diversity the better board
decision making will/lead to the inereasing pressure to appoint-directors with different
backgrounds (Useem, 1993). If board members are promoted by the network support,
they can berviewed as.chomegenous gronp~who have, very ssumilar views about
appropriate business practices (Domhoff, 1970). This perspective isconsistent with
the view presented in the top management team literature that exposure to different
beliefs about what strategies lead to high performance through greater diversity of
backgrounds and experience. Therefore, the ability to facilitate adaptation in complex
environments will be enhanced by stimulating debate about the appropriateness of a

current strategy and about the feasibility of strategic alternatives (Boeker, 1997).
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These studies imply that the similarity of boards™ educational backgrounds and
professional training trend to have similar way of thinking, perspective and business
practice. Thus, the network between director and management teams such as CEO,
shareholders and among board members themselves, which leads to the lower
diversification, may lead to lower ability to improve board decision making. Hence,

the firm performance may not be enhanced.

The effect of network on firm performance is complicated and cannot make
the conclusion. Nevertheless, all the literature reviews above suggest the significance
impact of network on firm performance. AS/ stated above that the network is one of
the important factors of recruiting employees, the network should also have
significant impact on firm'performance as well. And ,Network™as it was mentioned in
the introduction part 48" thesrelation: of! directors wath firm shareholders and board

members which are classified as alumni network and family network.

2.4.1 Family network

The connection between director and majority shareholder through bloodline
or marriage-linked may suppott the ability to aceess to the board position. The family
involvement in firm réduces firm agency costs and help to-improve monitoring of the
firm managers (Fama and Jansen, 1983). Anderson and Reeb(2004) claim that most
valuable public firms-are firms in which independent directors balance family board
representation. They alSo=~find that a m@derate family board presence provides

substantial benefits to the firm.

2:4.2 Alumni network

McNamara and McLoughlin state that the degree of access that a potential
employee has to other networks needs to be considered when hiring an individual.
Therefore, networking is playing an increasingly important role as the ,,know-whom*
is nearly deemed as valuable as the ,,know-how". Since accessing to these networks
and the development of social ties can be determined by the work/education/academic

path history of the individual, corporate alumni networks are emerging as an
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interesting topic in networking and knowledge management research as it is clear
from several online articles that corporate alumni networks facilitate several important

processes which encourage knowledge flows.

2.5 Hypothesis development

From literature reviews above, there are evidences claim that female directors
have positive impact on firm performance. However, there is no existing study on the
impact of female directors on firm performaneé in Thailand. It is possible that female
directors, in Thailand, may-net providé the pesitive impact or have the significant
impact on their firm corporate pérformance as the female directors in the US and
other countries. The mainsreason is because the characteristic of Thai firms are
differences of characteristie’ofiother, countries firms, such as family ownership, weak
corporate governance and mepotism: Aléo, I believe that there is the existence of
“Glass Ceiling” or the inequality of gendejf;s 1n workplace in Thailand. The true ability
of female directors in Thailand may be blé‘c‘k‘éd and not be utilized at most effective
way. Therefore, I hypothesize that the pds‘i‘t:ivc; association may not be observed in

i

Thailand. —

Hypothesisl: Female directors do not improve firm performance in Thailand.

According to the literatures discuss in the early of this chapter, the network
plays important role in accessing to firm board position. Many previous studies find
the significant' umpact ‘of directors ‘related to network on firni performance. However,
the impact of network in accessing board position on firm performance is unclear.
Therefore,dddentify, networkentestwostypesywhich, are~ ‘family network” and “alumni
network’ to investigate the impact of ‘each type of network separately. I hypothesize
that the directors who access to board position through “family network” do not
improve firm performance but the directors who access to board position through

“alumni network” have positive impact.

Hypothesis 2: Female directors related to “family network” do not improve to

firm performance.
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Hypothesis 3: Female director related to “alumni network” have positive impact

on firm performance.

Moreover, the different characteristics of female directors will be addressed in
order to investigate the impact on firm performance. Since the characteristics of
dependent and independent directors are different, hence their impact on firm
performance should be different. Therefore, I also test whether these groups of

directors have similar or difference impact on firm performance.

uﬂyf ectors, which are director with little
name and multiple board (calle ﬁrd}, will be considered as well.

The female directors who i r‘al/ 1

In addition, the charac

or have title name may have

significant impact on fi directors who sit in multiple

boards, specifically fem than 3 boards, may have

positive impact on firm as t as outperformed directors.

AUEINENINYINg
RIAINTUNRINIAY



CHAPTER III

SAMPLE AND METHODOLOGY
3.1 Sample Selection

The sample of my study is all firms listed on the Stock Exchange of Thailand
(SET) for the period 2000 - 2009. Nevertheless, the business sectors which are highly
regulated and have unique business activities, such as financial institution, real estate
investment trusts, insurance sectors and closed-end mutual funds, will be excluded
from this study. Also, firms with negative equity are excluded from the sample in
order to eliminate the potential outliers, All listed firms that will be used in the studies
should pass the followingreritena; there is no missing data, which need to be used as

variables in the study. From these criteria, I got 386 firms or 3,161 firm-years.

3.2 Sources of data

The financial data (e.g. sales, net i_r}@hm/loss, book value and market value)
and some other data such as number of business segment are retrieved from two major
sources which are DataStream and SetSmar; idg'tabase. The director information (e.g.,
number of male/female director, classified directors by types and director turnover) is
collected from SetSmart database. In order to identify network, I need the name lists
of directors who are certified but 3 institutions which are Capital Market Academy,
National Defence College and Director Certification Program. The director name lists
are manually 'collected 'from the/ official -website of three institutions which are

www.cma.in.th, Www.thaindc.org and www.thai-iod.com.

3.3 Definition of network

In this study, I scope and classify network into two types of network as I
hypothesize that the different type of network leads to different impact on firm

performance. The two types of network are Family network and Alumni network.
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3.3.1 Family network

Family network, in this study, is classified by the surname and marriage (by
law) between board members and firm majority shareholders. The family-relations
include in this study are parents, husband-wife and children. In more particular, the
family network between directors and majority shareholders is look up for only 1
level. If the target firm majority shareholders are not the person, it is excluded. If the
female director has at least one of family relationship with firm majority shareholders
or board members, the “family network’? exists. The process of family network

identification can be summarized as Figure L

In family network identiﬁcation: firm shareholder is the classified as majority
shareholder by the percentage of firtn share holding. This study uses two benchmarks
which are 10 and 25 pereént shate holding. The 25 percent level is the definition for
controlling shareholders of the Stock Ekéhange of Thailand. At this level of share
holding represents high €ontrol on ﬁI‘I-n operation. Also, as the Public Limited
Companies Act, at 25 percent level of sliare holding, a shareholder has a sufficient
voting power that lead to'the sigiiificant irii_iuiénce on firm operation as following: 1)
nullifying corporate decision, 2) demandirig‘é:q,‘ inspect financial condition, business
operation decision and conducting board ana 3_) able to call an extraordinary general

meeting at any time (Wiwattanakantang Y., 2010). The /10 percent level is the level

that most papers use-as proxy for majority shareholder.

3.3.2 Alumni network

Alumni-network is-the-connectionyef peopleswhaeshold degree;from the same
school. In my study, if female directors ' who graduated from the same school as firm
directors and majority shareholders before that female director is appointed, this is
called alumni network. Female director has to meet two conditions to be classified as
female director related to alumni network. First, female director had attended in the
course in Capital Market Academy (CMA), Director Certification Program (DCP) or
National Defence College (NDC) before appointed to the board position. Second,
there is at least one of majority shareholders or board members who held the degree

from the same institution before the female director is appointed. Only these two



16

conditions are met, the alumni network exists. The process of alumni network

identification can be summarized Figure 2.

3.4 Data Descriptive

The final sample of complete firm-level data consists of 3,161 firm-years on
386 firms. Table 1 shows descriptive statistics of sample for selected firm, board and
director characteristics including number/ of observation, mean, standard deviation,
minimum and maximum. In my analysiss” Louse a market-based measure of
performance, a proxy foefebin™s q, as well as-an-accounting-based measure, return
on assets (ROA). The proxy-forTobins q is the ration of firm market value to its
book value. In practical aspegt, market value is book value of assets subtract book
value of equity plus‘market value of equity. ROA is'net income divided by book
value of assets. Net ancome I uvsed is -_-net mcome before extraordinary items and
preferred and common dividends but afté_r Joperating and non-operating income’ and

expense, reserves, incomg taxes; miinority interest and equity in earnings.

In board characteristic, Board size is'-'tHe_'.-number of firm directorship which is,
on average, 11.03 a year per firm, with.j_. minimum of 5 and maximum of 25
directorships. Fraction of female director is the propertion of female directors
divided by board size. On average of 10 years, female dircctor is about 16% of total
board. The maximum/fraction of female on board is-at 75%. In this paper, female
director will be counted as«1 female direétorship only if that female director sits in
board room more than 180 days a year. The reason behind this condition is because

if I count number of female at a particular point.of time, some will not be detected

and disappear ftom the sample which lead;to too small and biased data.

7 Non-operating income will be included in net income If a company reports discontinued operations it
is treated as follows:

a. If the discontinued operations are purely an operating gain or loss on a business segment the
company is discontinuing, income including the discontinued operations will be shown.

b. If the discontinued operations include disposal (gain or loss on a sale), then earnings per
share is examined. If a separate per share amount is shown for discontinued operations and a
separate per share amount is shown for disposal, the discontinued operations portion is
included in net income and the disposal portion is treated as an extraordinary charge or credit.
If one per share amount for discontinued operations is reported and it includes disposal, then
net income before discontinued operations is shown and the discontinued operations is treated
as an extraordinary item.
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From the sample, Proportion of firm that has (at least one) female directors
shows that approximately 77% of sample firms has at least one female directors.
Proportion of firm that has (at least one) female directors is a dummy variable that is
one if firm has AT LEAST one female director, zero otherwise. 27% of sample firms
have only one female director as shown in Proportion of firm that has only one
female director which is a dummy variable that is one if firm has ONLY one female
director, zero otherwise. And Proportion of firm that has audit female directors is a
dummy variable that is one if firm has at least one audit female director, zero
otherwise. It shows that about 13% of sample firms have female director as audit

committee.

Moreover, therevare some other variables, such as characteristic and type of
director, included in thi§'study te help explaining the cffect of female director on firm
performance. Proportiefn of firm that has female busy boeard is dummy variable that is
one if firm has female directorship who sit 1:n boardroom of at least 3 companies at the
same time, zero otherwise. This Variabledshows that only 9% of sample firms have
busy female directors. Proportion of royal/ﬁoble female director dummy variable that
is one if firm has female direetor who entitled as Lady or Princess (royal family), zero
otherwise. Specifically, royal/neble female &iréjétor includes the female directors who
entitles as PRINCESS, DR.M.R; MAJ.GEN‘.M.R, H.S.H. PRINCE, H.H.PRINCE,
AdmM.L., GEN. ‘ML, ACM., M.R., M.L.. MOM and Thanphuying. There is

approximately 2% of tetal sample firms that has royal/neble female directors.

Proportion of firm that has female directors who have family network (10%)
and (25%) are’ the dummy variables that are one if female director has family
relationship (classified by surname and in-law relationship) with firm majority
shareholders. Majoiity ‘shareholders separate into 1) ‘held more than 10% and 2) held
more than 25% of total shares. These variables show that more than 20% out of 3,306
firm-year samples have female directors who have family network with firm majority

shareholders.

In this study, alumni network focuses on the alumni of three institutions
which are Capital Market Academy (CMA), National Defence College (NDC) and
Director Certification Program (DCP). Proportion of firm that has female director

who has CMA, NDC and DCP alumni network are dummy variables that is one if
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female director had attended Capital Market Academy (CMA), National Defence
College (NDC) and Director Certification Program (DCP), respectively, before
appointed as director AND at least one of majority shareholders or board members
had attended the any courses from those institutions before that female director is
appointed, zero otherwise. From these three alumni network variables, I detected
only small proportion of firms that have female directors that have alumni network

(approximately 1%).

Also, the percentage of share holding by female director will be compared
with those of male director. Female directoss share holding is the percentage of firm

share that female director hold.

There are 6 contiel variables in this study which are board size, log(sales),
number of business segmentsleverage, volatility and lagged(ROA). Board size is the
total number of directors in@a given yea‘r.""Sales or revenue represent gross sales and
other operating revenue less/discounts, E:etu-rns and allowances. Number of business
segment is the number of reported busiil‘ess segment of firm. Leverage is the firm
total debt over its total /@ssets. -Vc‘)latility; }s -'the standard deviation of previous 60-

month stock returns. Lagged(ROA) is the ROA of pervious year (ROA of time t-1).

The summary of the descriptive statistic 1s: s'_ll_c)Wn in the Table 1.

3.4.1 Women in'boardroom 1n Thailand: the basic facts

To provide a boarder ‘picture “‘of female representation in the boardroom in
Thailand, I start|with the basic information of female directors. From Table 2 and
Table 3;thesamples, from-SetSmartdatabase used-incthisrstudy consist of information
on 3,283 unique directors "holding” a“total "of '36,455directorships “(firm-year board
position), for the period 2000 - 2009. Women represent 585 or 17.82% of unique
directors, holding 5,808 or 15.93% of total directorships. There are 4,254 or 73.24%
of female directorships act as insider, and 1,554 or 26.76% of female directorships act
as independent directors. These facts show that most female directors in boardroom

are insider.
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In this sample, the percentage of board seats occupied by female directors is
approximately 16%. The proportion of female directors in boardroom is slightly
increased over time, rising from 15.43% in 2000 to 16.28% in 2009. This percentage
of female director in boardroom is considering as high level compare to other
countries, such as Europe, Australia, Germany, France, Spain, and Italy, which
percentage of female directors were 9.7%, 8.3%, 7.8%, 7.6%, 6.6%, and 2.1%
respectively by the end of 2008 (EOWA-Equal Opportunity for Women in the
Workplace Agency, 2008). Nevertheless, according to Egon Zehnder International
report (2008), this level is still relatively low compare to some countries such as
Norway (44.2%), Sweden (26.9%), Finland (25.7%) and Denmark (18.1%) which
have significantly increase from previous years. However, the small change in
percentage of female directors in Thailand indicates that he pattern of gender diverse

board has not changed mueh over time,

Table 4 showsy s the /past 10. jyears, most of firms have 0-2 female
directorships. Numbers of firm that has more than 4 female directorships are very
low. And this pattern is quite consistent d?_er-:time. This is the evidence support that
gender diverse board in Thailand.has not ehanged for the past 10 years. In Table 5, I
summarize the average numberof female dﬁééfﬁrship in each sector (see Appendix A
for more details). Firm in Consuimer produét'iﬁdustry has highest number of female
directorship, on average, over-the past 10 years (2.59 female directorship/firm). The

second highest is Agro-& food industry at 2.02 female directorship/firm.

In order to haverbetter understanding in characteristic of female directors,
Table 6 shows the [summary of unique female directors in each characteristic in year
2000-2009. Number of unique female directors, on average, is_approximately 500
people as shown|in-Table 3. I"find that only few, 20 people on average, are entitled as
Lady of Princess, which is called royal/noble female directors. Also, it is remarkable
that the female directors who have family network and alumni are in increasing trend
as well as the higher number of unique female directors from year 2000-2009. This
fact may suggest that network is one of the factors that help promote female director
to access position in boardroom. The last characteristic I focus on is busy female
directors. Table 7 shows that approximately 90% of total sample firm have zero busy
female director on board. About 10% total sample firms have 1 busy female director

in their boardroom and only few companies have busy female directors in boardroom.
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3.4.2 Firms with and without female directors: are they different?

In Table 8, the means of several firm characteristics are compared across firm-
years between firms with female directors and those without female directors for the
sample. There are 2,550 firm-years with female directors and 756 firm-years without
female directors. The comparisons shows that in years in which firms have female
directors in boardroom significantly have lower leverage, less business segments,
worse performance in term of Tobin™s q. Nevertheless, those firms with female
directors have slightly and insignificantly better performance in term of ROA and
have larger board size. These comparisons Suggest that firm choices to appoint female
directors might be influenced by firm characteristics. Therefore, these characteristics

are important to controlin'the andalysis.

3.5 Methodology R

In order to investigate the impact of female directors on firm performance, in
analyze the regression the imarket-based and accounting-based measurements of
performance will be used: Tobin“sgand ROA. Also, the methods used by Adams and
Ferreira (2009) are replicated. T o mvestigate the impact of female director on firm
performance, using Tobin's q and ROA as performance measurement, I estimate a
sample model of performance that includes the female dummy, board size, number of
business segment, leverage, volatility and log (sales). There will be 2 regression types
used, which are Ordinary dbeast Square (OLS) and Fixed effect. Year dummies are
added to all regression to centrol economic-change each yearsAlso, I will correct the

standard error for group correlation within the firms and heteroskedasticity.

When' analyzing the effect”of female ‘director on firm performance, some
omitted unobservable firm characteristics may cause endogeneity problem. Omitted
factors that affect both selection of female directors and governance choices may lead
to correlation between gender diversity of board and performance. Adams and
Ferreira (2009) claim the plausible example that the more aggressive firms have better
governance as well as more female directors. Therefore, I assume that the corporate
culture dose not vary over time. So, I use firm fixed effects to address the omitted

factors that may drive the result. In order to make sure the strong conclusion of female
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directors™ effect on performance, I also use cross-section weight to address the

assumption that each cross section is not equally weighted.

3.5.1 Regression equations

In order to examine whether gender diverse board impacts corporate
performance (Hypothesisl), two measurements of performance will be used: Tobin*s

q and ROA. The concept of regression for hypothesis is the equation 1.

Performance, = f (female dummy; Board size Log (Sales), no=of business segment, leverage, volatility,

lagged (ROA) (1)

Where, Performance, = Tobiis ¢ and ROA ‘
Female dummy = dummy yariable/that is one if firm has female director, zero otherwise
Board size = number of directors P
No. of business segments = number of firm reported segments
Leverage = total debt to total assets 4
Volatility = S.D. of previous 60-month sft?ck_'returns
Lagged (ROA) = ROA ofiprevious year

The dependent variable is perform'c‘:ﬁ:;qe which is Tobin"s q and ROA. Tobin"s
q is firm market value to its book value. PSOK is return over total assets. The first
independent is female dummy: Female dumn’lyls vary .and classified into several
female director groups-which-are;-dummy-at-least-one-féinale directors, dummy only
one female director, Vdummy 1-2 female directors and dummy more than 2 female
directors. There are 6 control variables which are board size, log(sales), number of
business segmentyileverage; volatility) and:lagged(ROA).Also, year dummies and

Industry dummies are added to all régression.

Female director, in thisistudy, will'be counted only if she'sat on board at least
180 days a year. Also, female dummy will be classified into several groups as stated
above. The reason behind is to investigate whether particular number of female
directors in boardroom is significantly affect firm performance and may suggest some
stronger effect of female directors on performance than general female dummy, that

concern only present of absent of female directors in boardroom.

In addition, I take the characteristics of female directors, which are

dependent/independent director, title name (called royal/noble female director) and
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busy board into account. Female dummy is replaced by particular female
characteristic dummy to investigate the impact of each character of female directors

on firm performance.

In order to examine the effect of network on firm performance (hypothesis 2
and 3), I will follow the same methodology as the test of hypothesis 1 and the
interaction term (female director*network) is added to the equation (see equation 2).

Performance = f (female dummy*network dummy, Board size, Log (Sales), no. of business segment,
leverage, volatility, lagged (ROA) 2)

Where, Performance = Tobin‘s q and ROA
Female dummy = dummy variable that is one if fismrhas female director, zero otherwise
Network dummy = dummy variable tHat is ofie ifnetwork exists, zero otherwise
Board size = numberofdirectors
No. of business segments™= numbet of firm reported segments
Leverage = total debt to tetal assets:
Volatility = S.D. of pévious 60-month stock returns
Lagged (ROA) =ROA of previous year. |

The performance measurements aII‘:"_e Tobins g and ROA. The network dummy
will be classified into two kinds of netvx;c;'rk which are family and alumni network
dummy, to test each hypothesis sepdrately In order to test hypothesis 2: Female
directors related to “family hétwork” do not improve to firm performance, the
network dummy will be 1, if female dlrectors have famlly network with majority
shareholders or board-member (according to the condmon- in section 3.3.1). In order
to test hypothesis 3: Female director related to “alumni fetwork” have positive impact
on firm performance, the network dummy will be 1,7if female directors meet all

alumni network-conditions.in section; 3.3.2.

The empirical result from regression analysis and hypothesis testing result are

shown‘and drscussed in chapter 4.
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Tablel: Summary statistic

The sample consists of 386 firms listed on the Stock Exchange of Thailand (SET), excluding firms in
financial sector, for the period 2000-2009. Tobin‘s q is the ratio of the company*s market value to
book value of assets. Market value is book value of assets subtract book value of equity plus market
value of equity. ROA is net income divided by book value of assets. Leverage is the firm"s total debt
over its total assets. Volatility is the standard deviation of previous 60-month stock returns. Board size
is the number of directorship. Fraction of female directors is the proportion of female directorship to
firm board size. Proportion of firm that has (at least one) female directors is a dummy variable that is
one if the firm has at least female director, zero otherwise. Proportion of firm that has only one female
director is percentage of firms that have only one female directorship. Proportion of firm that has audit
female directors is the percentage of sample firms that have at least one audit female directorship.
Proportion of firm that has female busy board is a dummy variable that is the percentage of sample
firms that have at least one female director who sit in boardroom of at least 3 companies at the same
time. Proportion of firm that has royal/noble female director is the percentage of sample firms that
have at least one female director who entitled as Lady or Princess. Proportion of firm that has female
director who has family network (10%) and (25%) ate'the'percentage of sample firms that have female
director who has family network with firm majority shareholders in either by sharing same surname or
by law. 10% and 25% are level of share holdingthat is used.for classifying firm majority sharecholders.
Proportion of firm that has female-director who has CMA, NDC and DCP alumni network are the
percentage of firms that have female.directors who have CMA, NDC and DCP alumni network.
Female directors share holdiag'is the'percentage of firm®s sharc that female director hold.

1 Number of Standard

Variable _ _obhservation Mean deviation Min Max
Firm Characteristic ‘ =
Sales (millions Baht) - 3161 11779 66820 24 2000816
Log(sales) 4 \ 43161 3.38 0.66 1.38 6.30
# Business segments *' 3161 1.18 0.54 1 6
Tobin's q =, 3161 113 0.58 0.11 5.93
ROA 0 7 3161 0.12 0.54 -1.84 3.77
Leverage ';J{-_.3161 0.44 0.22 0.00 0.99
Volatility - 31J(§1 0.59 0.37 0.10 2.81
Board Characteristic . ——
Board size e - ,-'..1_33'0_6‘ 11.03 3.04 5 25
Fraction female directors " 3306 0.16 0.14 0 0.75
Proportion of firm that has (atdeastone) female o

directors 3306 0.77 0.42 0 1
Proportion of firm that has only-one female director 3306 027 0.44 0 1
Proportion of firm that has audit female directors 3306 0.13 0.34 0 1
Proportion of firm that has female busy board 3306 0.09 0.29 0 1
Proportion of firm that has Royal/Noble. female director 3306 0.02 0.14 0 1
Proportion of firm thatshas.female directors related;who

have family network'(10%) 3306 0.27 0.44 0 1
Proportion of firm that has female directors related who

have family network (25%) 3306 0.21 0.41 0 1
Proportion of firm that has female directors related who

have CMA (alumni)-network 3306 0.00 0.06 0 1
Proportion;of firm that has*female directors related who

have NDC|(alumni) network 3306 0.01 0.09 0 1
Proportion 6f firm that has female directors related who

have DCP (alumni) network 3306 0.01 0.08 0 1
Female directors share holding 3306 0.03 0.07 0 0.60
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Table2: Summary of sample directorships

This table shows the yearly summary of firm"s gender diverse, board size and fraction of femalesand male directors. The sample consists of 386 listed firms for 2000-
2009. Female/Male directorship is the total number of female/male directorships, which is counted by number of position held by female/male directors, who sit in
boardroom for more than 180days consecutively within a given year. Also, this-table shows the number of directorship classified by type and gender of directors: Inside
and Independent directors. The type of director classification is followeds«thesrule of Securities and Exchange Commission (SEC). Proportion (%) of female/male
directorship (under Inside and Independent directorship columns).is' caleulated by number of inside and independent female/male directorship divided by total
female/male directorship. Proportion (%) of total directorship (under total female/male directorship) is calculated by number of total female/male directorship divided by
total directorship. Total directorship is the number of total directorship of all samples within a given year.

i

Female Directorship o Male Directorship

Year Nﬁc:’.mof Inside directorship Igi(::g;nrsr?i:t Z?:gg;?;?:)ei I,Eﬂlnéide directorship Igﬁzsti?gﬁg J;ggtlol\fsar:ﬁ) DiI g (t?il)r_

# %. of Femgle # %. of Femgle .% Tota:l. j 70 of Malg % of Malg 70 of Totql ship

directorship directorship directorship 7 i directorship directorship directorship
F "

2000 261 357 75.48% 116 24.52% 473 15.43% 18_5()—".»'l 71.37% 742 28.63% 2592 84.57% 3065
2001 265 347 73.67% 124 26.33% 471 ‘!5.40% 1&?‘51 k - 71.91% 727 28.09% 2588 84.60% 3059
2002 280 368  73.75% 131 26.25% 499 15.73% 1924  7195% g~ 750  28.05% 2674 84.27% 3173
2003 297 380 74.51% 130 25.49% ) ( 540, 15.40% O 47— T 824 29.42% 2801 84.60% 3311
2004 328 435 76.05% 137 23.95% o572 15.77% 2132 69.79% - " 923 30.21% 3055 84.23% 3627
2005 358 472 74.57% 161 25.43% 633 16.19% 2252 68.70% 1026 31.30% 3278 83.81% 3911
2006 370 468 73.35% 170 26.65% 638 15.86% 2312 68.30%7 1073 31.70% 3385 84.14% 4023
2007 377 493 72.82% 184 27.18% 677 16.67% 2285 67.52% 1099 32.48% 3384 83.33% 4061
2008 386 482 71.83% 189 28.17% 671 16.18% 2316 66.63% 1160 33.37% 3476 83.82% 4147

2009 384 452 68.07% 212 31.93% 664 16.28% 2252 65.96% 1162 34.04% 3414 83.72% 4078
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Table 3: Number of unique directors in Thailand

This table shows the overall number of unique directors in Thailand in 2000-2009. The Under Female
director column is the number of female director counted by person, not directorship, as well as Male
and Total director columns. New is the number of directors who have starting date being as director of
any company within a given year and are not in the director list of previous year. Exit is the number of
directors who have ending date or no longer sit in any boardroom of any company within and before 31
December of a given year. Total is the number of total directors who are currently being director of any
company at 31 December of a given year.

Female Director Male Director Total Director
Year New Exit Total New Exit Total New Exit Total
2000 55 -23 401 183 -152 2047 238 -175 2448
2001 24 -10 415 148 =143 2052 172 -153 2467
2002 40 -23 432 164 -Of 2119 204 -120 2551
2003 30 -29 433 196 -128 2187 226 -157 2620
2004 61 -8 486 281 =72 2396 342 -80 2882
2005 46 -1 531 242 -103 2535 288 -104 3066
2006 36 -23 544 254 -215 2574 290 -238 3118
2007 56 -22 578 224i -146 2652 280 -168 3230
2008 38 -51 565 2534 -230 2675 291 -281 3240
2009 48 -28 585 248% 4 %225 2698 296 -253 3283
)
Table 4: Female directorship r i)

From the sample used, his table shows.the:number: of firms at a given number of female directorships
for the year 2000-2009. Number of female directorship.is the number of female directorship of firm
counted by position. Average is the-average number of firmeat each level of female directorship in past
10 years (2000-2009). Total firms are the total number of sample firm'in each year.

Number of Female

. . 2000 -, 2001 2002 2003 2004 2005 2006 2007 2008 2009 Avg.
Directorship

0 51 -« 58 65 76 80 82 .87 82 88 87 75.6
1 78 73 75 77 86 98 99 100 98 100 88.4
2 67 67 65 72 81 87 94 96 107 103 83.9
3 27 32 35 31 34 41 41 49 48 47 38.5
4 23 21 25 24 28 30 32 26 23 29 26.1
5 8 6 8 10 " 10 9 17 15 1" 10.5
26 8 1 (/ 8 10 8 7 7 7 7.6

Total Firms 261 265 280 297 328 358 370 377 386 384 331
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Table 5: Average number of female directorship classified by sector/industry

This table shows the summary of average number of female directorship classified by firm sector or
industry at the given year. The numbers in this table is the average number of female directorship per
firm, which is calculated by total female directorship in a particular sector divided by number of firm in
that sector. For more details, see Appendix A.

Female directorship / firm
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 Avg.

Sector/Industry

Property & Construction 167 169 167 152 162 159 155 165 163 1.61 1.62

Technology 172 175 168 146 140 150 138 137 119 125 147
Consumer Products 265 265 261 261 276 276 255 255 244 233 259
Industrials 184 179 182 1720 487 197 194 19 184 184 186
Services 150 141 154 152, 155 160 167 176 172 176 1.60
Resources 092 085 069 071 050 .064 078 100 1.07 107 0.82
Agro & Food Industry 1.94 197 _2.03 2'":13 213 205 185 200 205 202 202

Table 6: Characteristic of female.dizector

This table shows the number of unique female directors, count by person, who have special
characteristics in each given year. Royal/Noble f male director is the number of female director who
entitled as Lady and Princess. Family network is the number of female directors which are classified as
having family network. CMA, NDC and DCP network are the number of female directors which are
classified as having alumni network, : :

ol
I ¥

Characterisios o 20000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Royal/Noble female director 24 18 16,/ 19 18 17 21 21 20 17
Family network 144 140 146 151 des, iss 188 193 185 178
CMA network —8 7 6 718 11 16 18 19
NDC network 418 9 7 8 6 M 11 10 10 14
DCP network 0 0 0 o o 1 4 7 14 0

Table 7: Busy female directorships

This table shows the number of firms at the given number.0f busy female directorships in each year.
Female directorship is“classified as busy female ditectorship when-female/director sit in at least 3
boards at the same time.

g;ﬁ:ﬁg:ﬂf“sy Female 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
0 238 243 255 271 208 325 338 338 344 348

1 19 18 21 19 25 26 26 35 39 35

2 2 2 2 5 3 4 3 3 3 1

>3 2 2 2 2 2 3 3 1 0 0

Total Company 261 265 280 297 328 358 370 377 386 384



Table 8: Comparison of firms with female directors to those without

This table presents comparisons of means of firm-level characteristics for firm-year between firms with
female directors and firms without female directors. The data is obtained from DataStream, SetSmart
website and firms* official websites. Tobin®s q is the ratio of the company*s market value to book value
of assets. Market value is book value of assets minus book value of equity plus market value of equity.
ROA is net income before extraordinary items and preferred and common dividends but after operating
and non-operating income and expense, reserves, income taxes, minority interest and equity in earnings
divided by book value of assets. ** and *** indicate significance level at 5% and 1% level

respectively.
Mean for firm-year Mean for firm-year
Firm Characteristic with female directors, without female directors, Difference
n = 2,550 n =756

Log(sales) 3.42 -0.08***
# Business segments 1.22 -0.05**
Leverage 0.69 -0.21%**
Tobin's q 1.34 -0.15*
ROA 0.11 0.00
Board size ~10.48 0.71

el
AU INENTNEINS
RINNIUUNIININY



Figure 1: Family network identification

This figure shows the process of identifying the family network. First, I start with female director. Then
I check whether that female director has the family link with firm"s board members or majority
shareholders by surname and by law or marriage-linked. If that female has the same surname or has
family relationship by law, such as marriage or parent-child, with firms board member or majority
shareholders, the female director will be classified as “Family network” and the dummy variable for
family network will be 1. If not, the female director will be classified as “Non family network™ and the
dummy variable for family network will be 0. The majority shareholders™ criterion is set by the share

holding percentage.

Female director

W o

Does the female director has.the same | '\ »
e/ N

surname or related by lz . ( y network
board member or majori arcHole n | amily network dummy variable = 0)

Family Network
(Family network dummy var able

ﬂ‘UEJ\’JVIEJ‘Vl‘ﬁWEJ’]ﬂ‘i
QW?ﬂ\ﬂﬂ‘iﬂJ UA1AINYAY



Figure 2: Alumni network identification
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This figure presents the process of identifying the alumni network. First, I start with female director.
Then I check whether that female director has ever attended in either course of Capital Market
Academy (CMA), National Defence College (NDC) or Director Certification Program (DCP) before
appointed as director. If that female director held the degree from either one of those institutions, the
process will continue to next step. If not, the female director will be classified as “Non alumni
network” and the dummy variable for family network will be 0. Next step, I will check whether at least
one of majority sharcholders or board members held the degree from the same institution before that
female director is appointed. If yes, the female director will be classified as “Alumni network” and the
dummy variable for alumni network will be 1. If not, the female director will be classified as “Non
alumni network” and the dummy variable for family network will be 0.

Female director

Does female director attenddin either course of
Capital Market Academy (EMA),  National
Defence  College (NDE@) Jory Director
Certification Program (DCP) before appointed ™

as director? \

Non Alumni Network
(Alumni network dummy variable = ()

Does at least one of majority shareholders or
board members held the degree from the same
institution before female director is appointed?

Yes

A 4

Alumni Network
(Alumni network dummy variable = 1)

Non Alumni Network
(Alumninetwork dummy variable = ()




CHAPTER 1V
EMPIRICAL RESULT

In order to examine whether gender diversity of board matter in term of firm
performance, I examine whether the performance of boards that are more diverse
differ from those that are less diverse. I examine whether network is one of the factors
that affects firm performance. Also, the characteristics of female directors are
addressed to investigate the selection of female director and their effects on firm

performance.

4.1 Do female directorimpreve firm performance in Thailand?

In this section | examine whether gender diversity impact firm performance.
There are evidences .€laim the positivef’impact of gender diverse board on firm
performance. According'to the literature r‘é__views in chapter 2, there are many reasons
of why women are needed in/boardroom Wﬁiéh mostly imply the positive or benefits
of having gender diverse board on ﬁrnﬁ"::_'égftporate governance and performance
(Catalyst, 1995; Bilimoria, 2000; Mattis, 1997, Adams and Ferreira, 2009; Cassell,
1997; Green and Cassell; 1996). However,.Adﬁﬁis and Ferreira (2009) claim that the
positive impact of! génder diverse board will be frue only in firm with strong
governance. Hence, in Thailand, I expect the diffcrent result from previous studies I

have reviewed.

I estimate ‘a”simplé’ model-of pefformance that includes female directors
variable, board size, number of business segmentsy, log(sales), leverage, volatility and
lagged(ROA). The-regression types used are Ordinary Least Square (OLS) and Fixed
effect. All specifications include year dummies. I adjust the standard error for

potential heteroskedasticity. I use two measures of performance: Tobin“s q and ROA.

I report results in Table 9. The first female director variable is dummy female
directors which is one if firm has at least one female director in a given year and zero
otherwise. In Columns 1-2, I find that the coefficient on female dummy is negative
and statistically significant, for both OLS and Fixed effect regressions, which suggest

that female directors, in general, do not improve firm performance in term of market
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value as proxy by Tobin“s q. Therefore, I use the same model but replace number of
female for dummy female directors. In Columns 3-4, the dependent variable is
Tobin“s q and I find that the coefficients of number of female directors are not
statistically significant for both OLS and Fixed effect. The impact of female directors

in term of dummy variables on ROA is totally insignificant in Columns 5-8.

My conclusion is that, as I hypothesize, having gender diverse board in
Thailand does not improve overall firm performance in term of market value. The
negative impact of female directors in Thailand may arise from the characteristics of
Thai firm, weak corporate governance or glass e€iling effect, which are different from
other countries. The inequality between genders in workplace (which referred to
“Glass ceiling”) may bloek the-female directors from utilizing their true potential in
workplace. Female dire€torsamay notbelas accepted as male directors in workplace so
that the benefits of .having female dife_g:_tors in boardroom are not observed in
Thailand. Another possible explanation of Ithe negative impact of female directors on
market-based performange is that femaleddirectors may over-monitor firm activities.
As Adams and Ferreira (2009) find that fc;male directors bring significant impact on
board input such as female directors have less attendance problem than male directors
and male directors have fewer attendance iﬁi&)’%lems in gender diverse board. Also,
they find that having gender diverse board may bring negative impact or decrease

shareholder value due-to-the over-monitoring of female-directors.

4.1.1 Female ditectorn charactéristics: do/they matter?

In general, female directors 4n boardroom.do not improve firm market-based
performance as shown in pervious section; Nevertheless, I take"some characteristics
of those female directors into account in order to investigate the different impact of
each characteristic of female directors. I focus on 4 characteristics which are busy
female directors, royal/noble female directors, audit female directors and independent
female directors. Performance measures are Tobin“s q and ROA. The results are in

Table 10-11.

In Table 10, I examine whether characteristics of female director impact firm

performance in term of market value. Female characteristics are tested against firm
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market-based performance, Tobin“s q. Columns 1-2 in Table 10 show the coefficient
of busy female directors on firm performance and I find the positive coefficient but
not statistically significant. The coefficients of royal/noble female directors are
negative statistically significant at 1% level for both regression types as in Column 3-
4. Royal/noble female directors do not improve firm performance. In Column 5, audit
female directors are taken into account and I find that the coefficient is negative and
significant at 1% level. However, the coefficient of audit female directors and Tobin®s
q is not statistically significant when address fixed effect. The last characteristic is
independent female directors; dummy independent female directors which results are
in Columns 7-8. The coefficient of dummy female directors is negative and
statistically significant at 1% level in Column 7. However, the coefficients of dummy
independent female directors aré not statistically significant when using firm fixed

effect as in Columns 8.

The characteristics Jof/ female c_lirjector are tested against firm ROA or
accounting-based performange and the results are in Table 11. I find that the busy and
royal/noble female directors have negative:'and significant impact on ROA only when
using simple OLS model (a8 in Columns duand 3), and not statistically significant
when using fixed effect model(as in Colﬁiﬁfig 2 and 4). Columns 5 - 6 show the
insignificant coefficient of auditfemale direét’ofs and ROA. In Column 8, independent

female directors have-ncgative and significant impact.on firm ROA.

As in Section 4.1, the impact of female directors on firm market-based
performance is negative#Also, Female direetors who are entitled as Princess or Lady
do not help improve firm performance, as they have negatively significant impact on
firm performance (Tobin*s q) which is robust with the negative impact of general
female . directors™ “ampact: | Othér | than | Royal/noble 'female |diséctors, independent
female directors do not improve firm performance (ROA) as well. The impact of busy

and audit female directors on firm performance are inconclusive.

4.1.2 Do female directors help improve performance of “busy firm”?

In previous section, I take only characteristics of female director into account.

So, I want to address some firm characteristic in order to investigate the impact of
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female directors on a particular firm characteristic. The characteristic of firm I add is
“Busy firm”. In my study, I use two types of busy firms which are; 1) busy firm
classified by independent directors and 2) busy firm classified by CEO and chairman.
The first type of busy firm is classified by firm independent directors. If more than
50% of firm directors are busy board (sit in boardroom of more than 3 firms at the
same time), that firm is classified as “Busy firm classified by independent directors”.
The second type of busy firm is classified by firm CEO and chairman. If firm has at
least one busy CEO or chairman, firm, is called “Busy firm classified by CEO and
chairman”. At first stage, I investigate the imapact of busy firms on performance. Then
I add interaction term of busy firm and femalesdirectors in to the same equation in
order to investigate the marginal effect of female dircctor on busy firm performance.

The results are in Table 12.and Fable 13.

Table 12 shows tesults/of busy firm by independent directors. I find that the
coefficient of busy firm and Tobin's q;ié negative and significant at 1% level in
Column 1 but there is n@ significance found in fixed effect regression in Column 2.
After I add the interaction teum in to the r-tegression, the marginal impact of female
directors on firm Tobin™s g is positive and significant at 1% level as in Column 4.
This suggests that female directors bring:. sdme benefit to firms that have busy
independent directors. However, there is no 'signiﬁcance relationship between busy

firm and firm ROA

In Table 13, the results of busy firm classified by CEO and chairman are
shown. Column 2 in Table+13 shows thatthe coefficients of dummy busy firm and
Tobin"s q are' statistically significant when addresses fixed effect. Nevertheless, in
Columns 3 - 4,“after interaction term of busy firm by CEO/chairman and female
directors 1§ added,-ithe ‘coefficient of dummy ‘busy firm by CEO/chairman is positive
and statigtically significant at 1% level. However, the marginal effect of female
directors is negative and statistically significant. For ROA, the coefficients of dummy
busy firm by CEO/chairman are not significant in both regression types as in Column
5 - 6. The negative and significant coefficient is also found after I add the interaction

term into the equation as shown in Columns 7 - 8.

These results suggest that female directors can help improve firm market-

based performance in firms that have busy independent directors more than half of
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total independent directors. The negative effect of busy independent director may
cause by the lagging of time to participate in their job as they sit in more than 3
boardrooms at the same time and they have more duty to responsible for. After I take
female directors into account, I find that the marginal effect is positive. Therefore, my
conclusion is that the female directors in boardrooms may help monitoring those busy

independent directors to participate more on their board duty.

4.2 Network: Does it affect firm performance?

I investigate the-impact of female directors who have family network and
alumni network with  firm.majority | shareholders and among board members
themselves in order t0 getbeiter explanations of female directors™ impact on firm
performance. The networks I tocuson-are Family and Alumni network. To investigate
impact of female directors who have fam%ly or alumni network, I use the same model
as in section 4.1 but the female dummy-"i_sJ replaced by each type network dummy.

Performance measures are,/Tobin*s ¢ and ROA.

4.2.1 Familywnetwork: Do female directors. refated to “family network”

improve to firm performance?

To identify family network between female “directors and firm majority
shareholders, Luse, two, levels of sharcholding, to classify firm _majority shareholders;

10% and 25% shareholding/“The results arefin Table-14.

The first fathily dummy 4s)dufarhy family netwotk [with<10%-shareholding as
majorityishareholders. The results for dummy family network (10%) and firm Tobin®s
q are in Columns 1-2. Column 1 shows that the coefficient of dummy family network
is negative and significant at 5% level but the result is not robust after addressing
fixed effect for omitted variables as in Column 2. The results for dummy family
network (10%) and firm ROA are in Columns 5 - 6. I found that the coefficient of
dummy family network (10%) and ROA is positive and significant at 10% level in

Column 5 but the coefficient is not significant when addressing firm fixed effect in



35

Column 6. Therefore, the significant positive and negative coefficient may cause by

the omitted unobserved variables.

Another family dummy is dummy family network with 25%-shareholding as
majority shareholders. The coefficient of dummy family network (25%) and Tobin“s q
is positive and statistically significant at 1% after addressing firm fixed effect as in
Column 4. Also, I find that the coefficient of dummy family network and ROA is
robust. The coefficients are positive and statistically significant at 10% and 1% level

in both OLS and fixed effect regression as in Columns 7 and 8 respectively.

The result suggests that family links“between female directors and firm
majority shareholders have pesitive impact on_firm performance. The possible
explanation is the lower.agengy problem when firm shareholders and directors have
family relationship. These female directors may put more ability to help protect
shareholders® benefit thauthoSe/who do not have family link with firm shareholders.
Shareholders can have more effort to mcx):nitor firm operations through these female
directors. This may result in better perfbnnance of firm directors or lower agency
problem as well as agency costs. The opera-;_‘:t.i(;hs may move in line with the objective
of maximizing shareholders® value as -s-(;m_"c members of shareholders sit in
boardroom. The positive impact is stronger -_a'lij_c_i'_more robust at higher level of control
over firm, as level of majority shareholdérs:‘ shareholding is higher (25% level

shareholding represent high control over company).

2.4.2 Alumni network: Do(female directors related to falumni network” have

positive impact on firm performance?

Another type of network T focus on is alumni network. 1 investigate the impact
of female directors who have alumni network with firm majority shareholders and
board members. There are 4 alumni network variables. The first one is the dummy
alumni network which represents overall alumni network which includes all alumni of
3 institutions which are Capital Market Academy (CMA), National Defence College
(NDC) and Director Certification Program (DCP). The second alumni network
variable is the dummy CMA which represents only Capital Market Academy (CMA)

alumni network. Nest is dummy NDC which represent only National Defence College
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(NDC) alumni network. And the last one is dummy DCP which represents only
Director Certification Program (DCP) alumni network. The results of alumni network

on firm performance are in Table 15 - 16.

In Table 15, the coefficient of alumni network and firm Tobin“s q are shown.
The coefficients of overall dummy alumni network and performance are positive but
not statistically significant as in Columns 1 - 2. As the results of 3-institution
combined variable are not significant, I break down the alumni network into each
specific institution alumni network. Therefore, I find that the coefficients of dummy
CMA are positive a significant at 10% in.Simple OLS regression (in Column 3) and
1% level when addressing firm fixed effect (1n" Column 4). The results are robust and
strong. However, the coefficicat of dummy NDC is pesitive but not significant as in
Columns 5 - 6. In Column Zgthe coefﬁcignt of dummy DCP is positive and significant
at 10% level in simple” OLS model but the coefficient become insignificant when

using firm fixed effect model 1n Column 8

The results of the impact of alumll'_ﬁ network on'ROA are shown in Table 16.
The same 4 alumni network: variables are ;teéted against firm ROA. I find that the
coefficients of every alumni network variablé;,;in both regression types are positive.

However, they are not significant at all a? 111 Columns 1-8 of Table 16. Alumni

network does not haye significant impact on firm ROA.

My conclusion s that Capital Market Academy alumni network can help
improve firm market-based performance. The possible explanation is that this
institution is aithed tofehhance knowledge:to) be more, specialized in capital market
field and help broaden director viewpoint and knowledge which lead to potential
improvement, of firm directors. .And_ the.alumni-network, facilitates the connection
between' these directors. 'Alsd’ together with the Characteristics’of 'female directors,
female directors who have CAM alumni network can utilize their knowledge and

ability and bring value to firm and improve shareholder value.
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Table 9: Performance (Tobin’s q and ROA) and gender diverse

The sample consists of unbalanced panel of firm-year data from 386 firms which are listed on Stock
Exchange of Thailand (SET) for the period 2000-2009. Tobin‘s q is the ratio of the company‘s market
value to book value of assets. Market value is book value of assets subtract book value of equity plus
market value of equity. ROA is net income before extraordinary items and preferred and common
dividends but after operating and non-operating income and expense, reserves, income taxes, minority
interest and equity in earnings divided by book value of assets. Remaining sample characteristics are as
in Table 1. The dependent variable for columns 1-4 is Ln(Tobins q) or the natural logarithm of Tobin"s
g. The dependent variable for columns 5-8 is ROA. The specification in columns 1, 3, 5 and 7 report
ordinary least square regression includes industrial classification industry dummies. The specification in
Column 2, 4, 6 and 8 report ordinary least square includes firm fixed effect. All specifications include
year dummies. Standard errors are adjusted for potential heteroskedasticity in all columns. Absolute
values of t-statistics or z-statistics are in brackets. Asterisks indicate significance at 0.01 (***), 0.05 (**)
and 0.1 (*) level.

Independent variable Dependent variable
In(Tobin's §) ROA
Q) (2) ®) 4) (5) (6) ) 8)
Dummy female directors =0.02** -04045 \ -0.00 -0.01
[2.:39] [1.85] | [0.99] [0.68]
Number of female -0.00.4 0.01 0.01 0.00
T 064] [0:94] [1.18]  [0.07]
Number of female? 001" 4-0.01% 002 0.0
- [2.56] " [A75] [1.13] [1.10]
Board size Q01 §.00 L0028 0.0 -0.00**  -0.01* -0.00** -0.01
[6.32] [0.29]% ** [6. 40158 51 .22] [2.19] [1.89] [2.14] [1.50]
# business segment 0.08" -0.02 ¥ -0.03*;{._. -0.02 -0.03* -0.03* -0.03**  -0.02*
[1.92] [1.291 [1.90F |1,28] [1.70] [1.79] [1.71] [1.74]
Log(Sales) 0.15%+" (0 268¥="0.14** 2:12‘6*** 0.08***  0.14**  0.08***  0.14***
[18.63] (97617, [17.8915 ) [10.40] [2.77] [3.86] [2.73] [3.67]
Leverage 0.24"*  0.18"*  0.25*** 0.19"* 0B 032 e g
= =513 __[2.90_[5.41] [3.29] .16.:39] [3.28] [6.14] [3.67]
Volatility /-0.04 0.00 -0.05 0.00 0.02 0.13 0.02 0.13
[1.15] [0.09] [1.32] [0.01] [0.55] [1.40] [0.49] [1.41]
Lagged(ROA) o .-0.07 -0.13 -0.08 -0.14
[0.73] [1.01] [0.78] [1.04]
Number of observations 2948 2948 2948 2949 2883 2883 2883 2883
R? 0.10 0.66 0.10 0.67 0.12 0.20 0.13 0.22
Industry dummies Yes No Yes No Yes No Yes No
Firm fixed effects No Yes No Yes No Yes No Yes
Regression.type OLS Eixed OLS Eixed OLS Eixed oLs Fixed

effect effect eifect effect
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Table 10: Performance: Ln(Tobin's q) and characteristics of female directors

The sample consists of unbalanced panel sample of firm-year data from 386 firms which are listed on
Stock Exchange of Thailand (SET) for 2000-209. The dependent variable is Ln(Tobin"s q) or the natural
logarithm of Tobin's q. Tobin's q is the ratio of the companys market value to book value of assets.
Market value is book value of assets subtract book value of equity plus market value of equity.
Remaining sample characteristics are as in Table 1. The specification in columns 1, 3, 5, 7 and 9 report
ordinary least square regression includes industrial classification industry dummies. The specification in
Column 2, 4, 6, 8 and 10 report ordinary least square includes firm fixed effect. All specifications include
year dummies. Standard errors are adjusted for potential heteroskedasticity in all columns. Absolute
values of t-statistics or z-statistics are in brackets. Asterisks indicate significance at 0.01 (***), 0.05 (**)
and 0.1 (*) level.

Independent variable Dependent variable

In(Tobin's q)
(1) (2) ) 4) (5) (6) ) (8)

Dummy busy female directors 0.01 0.03%

[0.79)#" 4[0.97]

Dummy royal/noble female L0.08%*% -0 44+

directors
| [4.02), " [3d1)
Dummy audit female directors | -0.10*  -0.00
. [7.59]  [0.10]
Du(rjpmy independent female - 0.05*** 0.00
irectors -
:,‘. . [6.66] [0.05]
Board size -0402 5% -0.00 - +=0.02* * -0.00 -0.02***  -0.00 -0.02***  -0.00
15.8Q" -+ «[4448]- Jo2]Ei78] [1.05] [6.67] [1.18] [7.05] [1.20]
# business segment 0.01 ;003 -0,02* -0.02 -0.03* -0.03 0.03* -0.03
[0:91] [4:33] [1.87] [1.27] [1.88] [1.30] [1.91] [1.29]
Log(Sales) 015", 70:26"% 0455, 026  0.14** 026" 0.15*  0.26"*
[14.35] {9791 [1-8:49].' [9.88] [17.57] [9.82] [18.17] [9.86]
Leverage 0127 047 0.24=* . 0.18"*  0.25"* 0.18"* 0.24™* 0.18™*
[7.56]  [2.88] 5.37]  [2.89] {5.62] [2.90] [5.31] [2.87]
Volatility 0.04 0.00 -0.05 0.00 -0.05 0.00 -0.04 0.00
' [0.83] [0.09] [1.26] [0.06] [1.35] [0.07] [1.13] [0.07]
Number of observations . 2948 2948 2948 2948 2948 2948 2948 2948
R? 0.11 0.66 0.10 0.66 0.10 0.66 0.10 0.66
Year dummies v Yes Yes Yes Yes Yes Yes Yes Yes
Industry dummies Yes No Yes No Yes No Yes No
Firm fixed effects No. Yes No Yes No Yes No Yes
Regression type oLs Ef';‘eeg oLs Z;;‘:g oLs ;l]i‘:(g oLs Eg‘:g
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Table 11: Performance: ROA and characteristics of female directors

The sample consists of unbalanced panel sample of firm-year data from 386 firms which are listed on
Stock Exchange of Thailand (SET) for 2000-209. The dependent variable is ROA. ROA is net income
before extraordinary items and preferred and common dividends but after operating and non-operating
income and expense, reserves, income taxes, minority interest and equity in earnings divided by book
value of assets. Remaining sample characteristics are as in Table 1. The specification in columns 1, 3, 5,
7 and 9 report ordinary least square regression includes industrial classification industry dummies. The
specification in Column 2, 4, 6, 8 and 10 report ordinary least square includes firm fixed effect. All
specifications include year dummies. Standard errors are adjusted for potential heteroskedasticity in all
columns. Absolute values of t-statistics or z-statistics are in brackets. Asterisks indicate significance at

0.01 (***), 0.05 (**) and 0.1 (*) level.

Independent variable

Dependent variable

ROA
(1) @), Q) (4) 5) (6) () (8)
Dummy busy female directors -0.02* -0.04
[1°82] [4.20]
Dummy royal/noble female directors ‘I‘ -0.05* -0.08
[1.83] [1.31]
Dummy audit female directors 0.00 -0.00
[0.26] [0.12]
Du.mmy independent female 0.00 0.03*
directors
J [0.66] [1.93]
Board size -0000%%. «440.017% -,»-—_Q.OQ** -0.01*  -0.00* -0.01* -0.00** -0.01*
[2.17] [1.83] /¢ [2.16] [1.82] [2.14] [1.80] [2.15] [1.82]
# business segment -0.03*«:4-0.03* ~-0.03* -0.03* -0.03* -0.03* -0.03* -0.03*
[1.711.54]1.80] [1.72], [1.83] [1.71] [1.80] [1.71] [1.79]
Log(Sales) 0.08"%—0.14** 0.08"* 0.14**  0.08* 0.14***  0.08** 0.14***
[ 8£14[3.03]/ 48 [Q.Z?] = [3.91] [1.71] [3.89] [2.76] [3.87]
Leverage B0125%< =0i03f~ 0237 0IBa:* H.23 -0.32** -0.23*  -0.32"**
[6.37] [3.24] [5.43] [3.29] [5.50] [3.27] [6.51] [3.29]
Volatility 0.02 0.13 0.02 0.13 0.02 0.13 0.02 0.13
[0.50] [1.02] [0.73] [1.40] [0.54] [1.40] [0.53] [1.41]
Lagged(ROA) -0.07 -0.13 -0.07 -0.13 -0.07 -0.13 -0.07 -0.13
[0.73] [1.02] [0.73] [1.02] [0.73] [1.01] [0.73] [1.02]
Number of observations 2883 2883 2883 2883 2883 2883 2883 2883
R? 012 0420 0.2 0:20 0.12 0.20 0.12 0.20
Year dummies Yes Yes Yes Yes Yes Yes Yes Yes
Industry dummies Yes No Yes No Yes No Yes No
Firm fixed effects No Yes No Yes No Yes No Yes
Regressidfitye ors Z;;‘:g ors F;’f‘f‘zgt ors Z;‘:é’t oLs Eg‘:g
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Table 12: Performance, Busy firm by independent directors and female directors

The sample consists of unbalanced panel of firm-year data from 386 firms which are listed on Stock
Exchange of Thailand (SET) for the period 2000-2009. Tobin‘s q is the ratio of the company*s market
value to book value of assets. Market value is book value of assets subtract book value of equity plus
market value of equity. ROA is net income before extraordinary items and preferred and common
dividends but after operating and non-operating income and expense, reserves, income taxes, minority
interest and equity in earnings divided by book value of assets. Remaining sample characteristics are as
in Table 1. The dependent variable for columns 1-4 is Ln(Tobin‘s q) or the natural logarithm of Tobin"s
g. The dependent variable for columns 5-8 is ROA. The specification in columns 1, 3, 5 and 7 report
ordinary least square regression includes industrial classification industry dummies. The specification in
Column 2, 4, 6 and 8 report ordinary least square includes firm fixed effect. All specifications include
year dummies. Standard errors are adjusted for potential heteroskedasticity in all columns. Absolute
values of t-statistics or z-statistics are in brackets.i Asterisks indicate significance at 0.01 (***), 0.05 (**)
and 0.1 (*) level.

Independent variable Dependent variable
In(Tobin's'q) ROA
(1) ) ®) (4) ®) (6) @) (8)

Busy firm by independent

directors -0.08**% 0.04 q‘.OO -0.09* -0.02* 0.02 -0.04 -0.02
[4.52] [1.41] [0.08] [1.87] [1.66] [1.25] [0.83] [-0.70]
Busy firm by independent -
directors*dummy female -0.140 0X 72X 003 0.05
[ .4|6] £ 407 [0.57] [1.12]
Board size -002-+ & 40.00 -o.oé:_** 0.01 -0.00"  -0.01*  -0.00**  -0.01*
[6.23] (1] 4 * 18021 [140] [2.15] [1.82] [2.10]  [1.79]
# business segment -0.03* -0.03 -0.0é*{ , -0.038 -0.03* -0.03* -0.03*  -0.03*
[1.74] P32} [l :;,,}1.37] [1.70] [1.79] [1.73]  [1.79]
Log(Sales) 0.15** 0.26%%% 0_15**t: 6.26*** 0.08*** 0.14**  0.08***  0.14***
[18.72] " [9:81] [18.31}';'—'_""[9.95] [2.76] [3.88] [2.74]  [3.86]
Leverage 0_-23*** 0.17** 0.23%* 0.17** 10.28%** L0.32%* 023 (.32
A5.34] [2.81] [5.30] [2.76] [5/46] 327] [547] [3.27]
Volatility -0.05 0.00 -0.05 0.00 002 0.13 0.02 0.13
[1.29] [0.07] [1.29] [0.05] [0.53] [1.40]  [0.53]  [1.40]
Lagged(ROA) -0.07 -0.13 -0.07  -0.13
[0.73] [1.011 [0.73] [1.02]
Number of observations 2948 2948 2948 2948 2883 2883 2883 2883
R® 0.10 0.66 0.10 0:66 0.12 0:20 0.12 0.20
Industry dummies Yes No Yes No Yes No Yes No
Firm fixed effects No Yes No Yes No Yes No Yes
Regression type OLS Fixed oLS Fixed oLS Fixed OLS Fixed

effect effect effect effect
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Table 13: Performance, Busy firm by CEOQ/Chairman and female directors

The sample consists of unbalanced panel of firm-year data from 386 firms which are listed on Stock
Exchange of Thailand (SET) for the period 2000-2009. Tobin‘s q is the ratio of the company*s market
value to book value of assets. Market value is book value of assets subtract book value of equity plus
market value of equity. ROA is net income before extraordinary items and preferred and common
dividends but after operating and non-operating income and expense, reserves, income taxes, minority
interest and equity in earnings divided by book value of assets. Remaining sample characteristics are as
in Table 1. The dependent variable for columns 1-4 is Ln(Tobin‘s q) or the natural logarithm of Tobin"s
g. The dependent variable for columns 5-8 is ROA. The specification in columns 1, 3, 5 and 7 report
ordinary least square regression includes industrial classification industry dummies. The specification in
Column 2, 4, 6 and 8 report ordinary least square includes firm fixed effect. All specifications include
year dummies. Standard errors are adjusted for potential heteroskedasticity in all columns. Absolute
values of t-statistics or z-statistics are in brackets.i Asterisks indicate significance at 0.01 (***), 0.05 (**)
and 0.1 (*) level.

Independent variable Dependent variable
In(Tobin’ q) ROA
(M (2) (3) (C)) (5) (6) (7 (8)
Busy firm by CEO/Chairman 0.03 0.0477 0|.08*** 0.00 -0.01 0.02 0.01 0.04*
f.521" £1210] [‘_4.961 [1.61] [0.93] [1.15]  [0.96]  [1.65]
Busy firm by CEO LN
/Chairman*dummy female 007" 0.06™ -0.02**  -0.04*
[3.09) ' [2:25] [3.43] [1.77]
Board size goz# Foool 002~ 000 -0.00* -0.01*  -0.00"*  -0.01*
6.45] £ {1.02]« - [6:00} 4 [0.75] [2.26] [1.82]  [2.17] [1.82]
# business segment 003 -0034 0@ 002 -0.03* -0.03*  -003"  -0.03"
(2.08] 180} (204 1p1.22] 1721 [1.80] [1.72] [1.77]
Log(Sales) 0.15%* 0.6 0_15*%,’ f'0.26*** 0.08*** 0.14*** 0.08**  0.14**
[18.41]-~ f10.00]  [18.40) - [9:87] [2.75] [3.91] [273] [3.92]
Leverage 0.24%** 047  0.24*** 0.17%** 0.23%* (.32%%* (023 (.3
[5.44] [2.80] [5.42] [2.84] 5.49] [331]  [549] [3.32]
Volatility =1 -0.04 0.00  -0.04 0.01 002 013 0.02 0.13
S5 [0.08]  [1.11]  [0.11] [0.53] [1.40]  [0.54]  [1.40]
Lagged(ROA) 007 -0.13 007  -0.13
[0.78] [1.01] [0.73] [1.02]
Number of observations 2948 2948 | 2948 2948 2883 2883 2883 2883
R® 0.10 0.66 0.10 0.66 012  .0.20 0.12 0.20
Industry dummies Yes No Yes No Yes No Yes No
Firm fixed effects No Yes No Yes No Yes No Yes
Regression‘type OLS Fixed oLS Fixed OoLS Fixed OLS Fixed

effect effect effect effect
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Table 14: Performance and female directors with family network

The sample consists of unbalanced panel sample of firm-year data from 386 firms which are listed on
Stock Exchange of Thailand (SET) for 2000-209. Tobin‘s q is the ratio of the company*s market value to
book value of assets. Market value is book value of assets subtract book value of equity plus market
value of equity. ROA is net income before extraordinary items and preferred and common dividends but
after operating and non-operating income and expense, reserves, income taxes, minority interest and
equity in earnings divided by book value of assets. Remaining sample characteristics are as in Table 1.
The dependent variable for columns 1-4 is Ln(Tobin‘s q) or the natural logarithm of Tobin‘s q. The
dependent variable for columns 5-8 is ROA. The independent variable; dummy family network (10%) is
dummy variable for family network which 10% shareholding is classified as majority shareholders. The
independent variable; dummy family network (25%) is dummy variable for family network which 25%
shareholding is classified as majority shareholders.The specification in columns 1, 3, 5 and 7 report
ordinary least square regression includes industrial classification industry dummies. The specification in
Column 2, 4, 6 and 8 report ordinary least square fincludes firm fixed effect. All specifications include
year dummies. Standard errors are adjusted for petential heteroskedasticity in all columns. Absolute
values of t-statistics or z-statistics are in brackets. Asterisksiindicate significance at 0.01 (¥**), 0.05 (**)
and 0.1 (*) level.

Independent variable Dependent variable
In(Tobin's q) ROA
(1) @) L (3) (4) (5) (6) (7) (8)
Dummy family network (10%)  -0:04** & /-0.01 2 0.01*  -0.01
257 4 [0.33] ‘ 4 [1.93]  [0.94]
Dummy family network (25%) 0.00 0.07*** 0.01*** 0.01*
, 20102814 B.O7] 271 [1.76]
Board size 002 -0.00 -o.c_aé;** " 0 -0.00"  -0.01* -0.00**  -0.00
6.29] (408 [63"_4]_‘; [1.40] [2.20]  [1.80] [2.17]  [1.18]
# business segment 003 4003 003 * -0.03 -0.03*  -0.03* -0.03*  -0.01
[1.93] _+ [4.29] [1.89_]._’__'..,[j.40] [1.70]  [1.80] [1.71] [0.92]
Log(Sales) 044" 026"  015%*  0.26%* G08™* 014" 008 016"
“[17.26]  [9.87]  [18.49]  [10.04] [2.79] [3.88] [2.78] [3.02]
Leverage “ - 0.ogre 0.18** 0.24%**  (.18*** 20.23%% (.32 023 _(.24%**
[555]  [2.87] @ [547] [2.92] [5.52] [3.26] [5.51]  [4.09]
Volatility -0.05 0.00 -0.05 0.00 0.02 013 0.02 0.15
.27, & 71008] & /l124] & 4 10:06] [0.54] [1.40] [0.55] [1.32]
Lagged(ROA) -0.07 013  -007  -0.17
[0.73]  [1.02] [0.73]  [1.09\
Number of observations 2948 2948 2048 -, 2948 2883 - 2883, 2883 2883
R® 0.10 0.66 0.09 0:66 0.12 020 012 026
Industry dummies Yes No Yes No Yes No Yes No
Firm fixed effects No Yes No Yes No Yes No Yes
Regression type oLS Fixed OoLS Fixed OoLS Fixed OoLS Fixed

effect effect effect effect
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Table 15: Performance: Ln(Tobin's q) and female directors with family network

The sample consists of unbalanced panel sample of firm-year data from 386 firms which are listed on
Stock Exchange of Thailand (SET) for 2000-209. The dependent variable is Ln(Tobin‘s q) or the natural
logarithm of Tobin's q. Tobin‘s q is the ratio of the company‘s market value to book value of assets.
Market value is book value of assets subtract book value of equity plus market value of equity.
Remaining sample characteristics are as in Table 1. The specification in columns 1, 3, 5 and 7 report
ordinary least square regression includes industrial classification industry dummies. The specification in
Column 2, 4, 6 and 8 report ordinary least square includes firm fixed effect. All specifications include
year dummies. Standard errors are adjusted for potential heteroskedasticity in all columns. Absolute
values of t-statistics or z-statistics are in brackets. Asterisks indicate significance at 0.01 (***), 0.05 (**)
and 0.1 (*) level.

Independent variable Dependent variable
In(Tobin's q)
(1) (2) 3) (4) (5) (6) (7) (8)
Dummy alumni network 0.05 0.02
[1.46} [0:49]
Dummy CMA network 0.06* 0.19%**
[487] [3.68)
Dummy NDC network ‘ 0.09 0.03
. (141  [0.49]
Dummy DCP network v 0.04* 0.07
| ’j;f 170 [1.42]
Board size 000274 F000 002 001 002" 000 -002*  -0.00
[6.94] [1.19] 16.90] ﬂ ‘11.25] [6.97] [1.18] [6.45] [1.17]
# business segment 003" & 003 -0.08° 002 -003*  -003 -003"  -0.02
[1.93] [ .90]"_'::['-1’.22] [1.90] [1.30] [2.11] [1.28]
Log(Sales) 0.15"*  0:26%k ) 0451 _ _,9-. 26 015" 0.26 0.15%** 0.25%+
[18:60] [é.se] [18.64] f9.70] [18.69]  [1.30]  [11.64] [9.93]
Leverage -4 x5 O-48E Y s m— e —wy L 0.18*** 0.24*** 0.18***
“15.43] [2.86] [5.45]  [2.84]  [548] [2.87] [1.95] [2.89]
Volatility -0.05 0.00 005 000 .05 000  -0.05* 0.00
[1.23] [0.07] [1.22]  [0.07]  [1.24] [0.51] [1.95] [0.09]
Number of observations 2048 2948 2048+ 2948, § 2948 2948 2048 2948
R’ 0.09 0.66 0.09 0.66 0.09 0.66 0.09 0.66
Industry dummies Yes No Yes No Yes No Yes No
Firm fixed effects No Yes No Yes No Yes No Yes
Regression type OLS Fixed oLs Fixed OLS Fixed oLs Fixed

effect effect effect effect
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Table 16: Performance: ROA and female directors with family network

The sample consists of unbalanced panel sample of firm-year data from 386 firms which are listed on
Stock Exchange of Thailand (SET) for 2000-209. The dependent variable is ROA. ROA is net income
before extraordinary items and preferred and common dividends but after operating and non-operating
income and expense, reserves, income taxes, minority interest and equity in earnings divided by book
value of assets. Remaining sample characteristics are as in Table 1. The specification in columns 1, 3, 5
and 7 report ordinary least square regression includes industrial classification industry dummies. The
specification in Column 2, 4, 6 and 8 report ordinary least square includes firm fixed effect. All
specifications include year dummies. Standard errors are adjusted for potential heteroskedasticity in all
columns. Absolute values of t-statistics or z-statistics are in brackets. Asterisks indicate significance at
0.01 (**%), 0.05 (**) and 0.1 (¥*) level.

Independent variable Dependent variable
ROA
(1) (2) ©) 4) (5) (6) (7) (8)

Dummy alumni network 0.02 0.00

[0.81] 10,101
Dummy CMA network -0.00 003

[0.18]  [0.55]
Dummy NDC network ' 0.02 -0.01
[1.27]  [0.19]
Dummy DCP network - 0.02 0.02
e [0.92]  [0.59]

Board size 000 & £0.01% 000 4 -0.01% -0.00* 001"  -0.00% -0.01*

[2.14] [1.83] [2.&4) " [1.83] [2.15)  [1.82] [2.15]  [1.82]
# business segment -0.03* -0.08* 003 003 003" 003" 003" -0.03"

1.71] 179 171 1.76] [1.71]  [1.80] .71  [1.80]
Log(Sales) 0.08*** 01475 0.08_*??. '_0__174*** 0.08"*  0.14*** 0.08%*  0.14*

[2.76] [3.89] [276]  [3.93] 277 [3.89] [2.76]  [3.89]
Leverage _O.23s Q-39%5 WY e — v e 0035 0.30%*+ L0.23%* _0.30%

{5.50] [3.28] [2.76]  [3.27] [550]  [3.28] 551 [3.28]
Volatility 0.02 0.13 0.02 0.13 0.02 0.13 002 0.3

[0.54] [1.40] [0.53]  [1.40] [0.53]  [1.40] [0.53]  [1.40]
Lagged(ROA) -0:07 0,13 -0.07 #1043 0:07. 4 -0.13 0.07  -0.13

[0.73] [1.01] [0.78] | [.01] [0.73] ¢ [1.01] [0.72] [1.01]
Number of observations  2gg3 2883 2883 2883 2883 2883 2883 2883
R® 0,12 0.20 0.12 0.20 0.12 0.20 012 020
Industry dummies Yes No Yes No Yes No Yes No
Firm fixed effects No Yes No Yes No Yes No Yes
Regression type OLS Fixed OLS Fixed OLS Fixed OoLS Fixed

effect effect effect effect



CHAPTER V
CONCLUSION
5.1 Conclusion

The composition of board is one of the important factors that helps improve firm
corporate governance. Many studies in foreign countries emphasize and encourage
firms to have gender diverse board as there are many evidences claim positive impact of
female directors on firm performance. In Some countries, such as Norway, the quota
seat for female directors in boardroom 15 imposed as regulation. However, various
countries have different-in-nature of-operation, eharacteristics of firm and culture.
Therefore, the impact of haviag gender diverse board may be different across countries,
especially countries in Asia and Hurope or America. So, understanding impact of

female directors on firm perfoumance in each country is important.

In order to investigate the impac't;, of female directors on firm performance in
Thailand, the sample of this study is ﬁrmsf'-_l_'is_t_ed on SET form during the period 2000-
2009. My study seeks for more underst‘q@gﬁng about female board of directors in
Thailand and the impact of those female dir'E'Cfe}rs on firm performance in order to be a

guild line to improve corporate governance m Thailand.

As of some characteristics of Thai firm, in general, the gender diverse board in
Thailand does not help improve firm market-based performance but accounting
performance. The possible explanation is the inequality between genders. Female
directors in Thai“firms| may"have some-barriers that ‘block female directors from
utilizing their trige potential, which 1s refereed to Glass ceiling. Or female directors may

over-monitorywhich-does nethelp-enhancing, firm-performance,

After 1 scope down the female directors into several groups based on their
characteristic, I found that two characteristics of female directors, which are royal/noble
female directors and independent female directors, have negative impact on firm
performance. The other two characteristics (busy female directors and audit female

directors) have no significant impact on firm performance.

In addition, there is an evidence claim that gender diverse board helps improve

firm performance in firms that have busy independent directors. This suggests that
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having female directors in boardroom bring some benefit to boardroom which help
improve firm value. Female directors may help monitoring those busy independent

directors which is a plus to firm.

Also, in Thailand which is considered as high nepotism couture, network helps
boost shareholder value especially when female directors have family network with
high control firm shareholders. This group of female directors may potentially help
monitoring firm, put more effort to protect benefit of shareholders and reduce agency
problem as well as agency costs. Moreover, the alumni network of particular institution,
Capital Market Academy, bring value to firmn as"this institution aims to improve ability
of top managements of firm to utilize their knowledge and experiences to enhance their
organization value. The'bencfits of network, such as facilitates the flow of knowledge,
sharing the similar baekground and ‘connection among board members, help them to

work with each other easier.

From this study, there¢ i8 no eviaence suggests that gender diverse board or
quota-based policy should or should not bé'.pro_rnote or impose as regulation. To support
the gender diverse board or quota-bésed po_l-;lijci), the stronger evidences and more precise
impact of female directors are needed. Ho-\;v—c\_(er, I'find that there are some benefits or

value that female directors bring to their orgéﬁiz‘_aﬁon.

5.2 Suggestions for future studies

There ig little understanding and Study of imipact of female directors on firm
performance in9Thailand as the there is very few existing studies about this topic in
Thailand. Thereforey 1 would:-liketo point outyseme;areas; that eould;be challenge for

future inyestigation in this field of study.

From my study, there are benefits that some groups of female directors bring to
firms and help firm to enhance performance. But, form my study alone, the way they
add value to firm or how they generate positive impact in firm is still indeterminate. If
we can figure out how female directors can bring value to firm, it will be useful to

enhance firm corporate governance in Thailand and improve performance of Thai firms.
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For example: The firms with more gender diverse board have less attendance problem

than those with less gender diverse board.

My study suggests only the general impact of female directors on overall listed
firm performance in Thailand. To be able to broaden the understanding of the impact of
female directors, focusing on each sector or business industry may be useful. For
example: The impact of female directors on firm performance in each sector or
industry. Female directors may outstandingly help improve performance in some

business industries and may not help in some others.

Also, I find the incremental benefits that female directors bring to this kind of
firms. Therefore, the future. study car; broaden. the scope of firm characteristic to
investigate the impact ofifémale directors on each type or characteristic of firm. For
example: the impact ofifemale” directars on private company and state enterprises

company.

Above suggestions for future studiés ate recommended to be investigated in
order to enhance the understanding of "-the"-' impact gender diverse board on firm
performance. Importantly, the more unde'f:’s_tcl_n_dings in this topic will help firms in
Thailand to improve corporate governance é-mc:f‘.".“[hey will be useful for the regulators to

impose rules or regulations in the future:
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Appendix A: Summary of female directorship classified by Sector (detail)
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These two tables show the number of firms and number of female directorships of each sector or industry in a given year. # Firm is the
number of firms in each sector. Female directorship is the aumber of total female ditectorship of each sector.

Sector/Industry 2000Female 2001Female R Female 0 Female 2004Female
# Firm Directorship # Fim Direetorship i Fi_rm Directorship # Firm Directorship # Firm Directorship
Property & Construction 55 92 55 93 60 100 63 96 73 118
Technology 18 31 20 35 22; 74 26 38 30 42
Consumer Products 37 98 37 98 38-';l 99 38 99 37 102
Industrials 43 79 43 77 444, 80 46 79 53 99
Services 60 90 61 86 B3N 97 69 105 76 118
Resources 12 11 13 11 16 _,‘ b 11 17 12 20 10
Agro & Food Industry 36 70 36 71 3Tsprgend .,;.. 75 38 81 39 83
Total 261 471 265 471 200 499 297 510 328 572
Sector/Industry 2005Female 2006Female 2007Female 20 Female 2009Female
# Firm Directorship # Firm Directorship # Bl Directorship # Flrm Directorship # Flrm Directorship
Property & Construction 82 130 84 130 89 147 89 145 89 143
Technology 32 48 34 47 35 48 36 43 36 45
Consumer Products 38 105 40 102 40 102 41 100 40 93
Industrials 64 126 68 132 68 133 69 127 68 125
Services 80 128 81 135 82 144 83 143 83 146
Resources 22 14 23 18 23 23 27 29 27 29
Agro & Food Industry 40 82 40 74 40 80 41 84 41 83
Total 358 633 370 638 377 677 386 671 384 664
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