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ABSTRACT

This independent study aims to study the relationship between the capital structure
and the participation in Good Corporate Governance program of Listed Companies in the Stock
Exchange of Thailand (SET). The data were collected from Corporate Governance Report of Thai
Listed Companies 2006, financial statement and the Annual Registration Statement (Form 56-1)
consisting of 906 firms during 2005 — 2007. This study used two regression analysis equations to
test the hypothesis, with dependent variables consisting of debt to equity ratio and change in debt
to equity ratio. In addition, the independent variables used in this study are participation in the
corporate governance program, profitability, liquidity, size (sales), growth, age, and tax shields.

The findings show that the factors affecting debt to equity ratio in the opposite
direction at a significant level of 0.05 are participation in the corporate governance program,
profitability and liquidity; while size (sales) and growth, move in the same direction. On the
contrary, age and tax shields have no significant effect on debt to equity ratio. However, there are
only 3 factors affecting change in debt to equity ratio in the opposite manner, namely;
participation in the corporate governance program, profitability and size (sales). Contrarily, liquidity,

growth, age and tax shields have no significant effect on change in debt to equity ratio.



In conclusion, the companies that have implemented good corporate governance
programs do not hold high debt to equity ratio as an explanation of agency theory. This is
possibly because participation in good corporate governance program is used as a conflict
mitigation tool between agencies. Hence, they are not holding high debt for alleviation of the

problem of agencies conflict.



