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GOOD CORPORATE GOVERNANCE...
A FOUNDATION OF VALUE
MAXIMIZATION OF THE BUSINESS

Asst. Prof. Dr. Sillapaporn Srijunpetch
Faculty of Commerce and Accountancy, Thammasat University
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The businesses upholding good corporate
governance principles, honesty, transparency
and ethics will create trusts among all
stakeholders as well as gain respects from
public — thus resulting in a long-term
growth of the business.

incorporating responsibilities towards
stakeholders will create loyalty
among employees — thus help build
more productivity. The customers will
have more confidence in the business
which will boost sale of the firms.
Meanwhile, the society accepts them
more and the government also offers
them more assistance.

The above benefits from
practicing good corporate
governance should be motivations for
management or business owners to
pay more attention on such principles.
However, prior to the application of
corporate governance, understanding
of the foundation of corporate
governance is indispensable - the
same way as effective reading must
start from learning a, b, c and move
up to an advanced level such as
spelling. Good corporate governance
starts from a thorough study of main
principles.

Generally, the basic of corporate
governance varies depending on
regulators or supervisory agents
(both formal and informal) such
as Organization for Economic Co-
operation and Development (OECD),
the Stock Exchange of Thailand or
Office of the Prime Minister, etc.

The most widely accepted
institution by global community
whose corporate governance
guidelines are employed by various
nations’ governments is OECD which
specifies principles and best practice
of corporate governance - exclusive
of mandatory laws that clearly requires
abidance. These include five areas:

1. Rights of shareholders refer
to the rights of business ownership
of the shareholders who can control
the business through appointment
of the Board of directors to act on
their behalf and have the rights in
decision making on key changes of
the business. Therefore, the business
should facilitate shareholders to
exercise their rights. In this area, the
core focus is that the business must

place importance on ownership and
independence on decision making



without any undue influence. For
example, business matters such

as change of business strategy

or investment on a large scale
project, need to be approved at the
shareholders meeting.

2. Equitable treatment of
shareholders: In other words,
though every shareholder own
different amount of shares,
both shareholders who are both
management and non-management
should be treated equally and fairly
regardless of gender, age, race,
religious and political affiliation. In
addition, for minority shareholders
whose rights are often violated, they
should have opportunities to properly
address such situation. For example,
there should be an appointment
of representative of minority
shareholders as the directors of the
Board. The minority shareholders
are able to fully exercise their rights
to vote so that their interests can be
ensured and protected.

3. Role of stakeholders:

The company should recognize

the rights of stakeholders established
by law. Unquestionably, any business
has a range of stakeholders e.g.
shareholders, the Board of directors,
management, employees, customers,
creditors, competitors, communities,
nation as well as world communities.
The Board of directors should
establish a process to promote active
cooperation between the organization
and stakeholders in creating wealth,
financially sound enterprises and
sustainability for instance, the

implementation of environmental
impact assessment (EIA) for the
project which poses certain risk
leading to a change of lifestyles of
community and society, etc.

4. Disclosure and
transparency: The Board of
directors should ensure disclosure
of significant information on business.
These include both financial and
non-financial matters and all
information needs to be timely,
accurate and accessible. As far as
it concern, equal and reliable
information can prevent potential
for gaining unduly benefits. In other
words, this principle seeks to ensure
the Board's expertise of business
management in particular, the audit
committee who should have sound
knowledge of accounting, finance or
law which is central to help promote
transparency and gain more investors’
confidence on integrity of the
management of the organization.

5. Responsibilities of the
Board: Its essence is a pivotal
role of the Board of directors in
overseeing the business for the
ultimate benefit of the organization.
The Board has accountability to the
shareholders; they are independent
from management. Also, they are free
from any influence which may impact
objective decision making. If possible,
half of the Board should consist
of independent directors and the
independent director should serve as
the chairman of the Board which will
make possible to perform best duties
as representative of the shareholders.
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To achieve these principles,
tangible mechanisms are required
to ensure that the firm is heading

in a right direction. Without such
arms, the above concepts are not
attainable. Therefore, the corporate
governance mechanisms should be
designated and seriously employed
in order to bring in transparency and
fairness to the business conduct.
The mechanisms of good corporate
governance involve:

1. Efficiency and ethics of the
Board of directors: This mechanism
concerns a duty of safeguarding
ultimate benefit of principal according
to Agency Theory which helps
make a sound decision to generate
wealth of the shareholders by taking
into account both advantages and
disadvantages of stakeholders at the
same time.

2. Arigorous and efficient
control and audit system:

A pivotal role of control mechanism is
to ensure that a process established
by regulatory agents, executives and
employees results in the effective and
efficient performance of the business
while placing the goal of organization
as the priority. Furthermore, the
financial report needs to be reliable
and the business must strictly comply
with laws which will reduce risk from
business operation in a systematic
manner.

3. Disclosure of clear and
transparent information: A key
element of this mechanism reflects
business management upholding
ethical and moral principles which
neither conceals nor modifies
information in order to enable the
stakeholders to make objective
decisions. Transparency and quality
information disclosure helps elevate
confidence of the market on the
business as the completeness of the
information will allow the market to
estimate the results with precision.
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4. Motivating remuneration
program: Fair and inciting
remuneration which improves
productivity will mitigate conflicts or
conflicts of interests. This type of tool
is quite efficient when employed for
decision making by both executives
and employees who regard ultimate
benefit of the organization as first
priority.

In sum, the four mechanisms for
corporate governance will promote
and support the business to achieve
the vital goal of the organization
namely, value maximization which
will result in profitable returns on
investment and appropriate business
strategy to create efficiency and
effectiveness for the firm in a long
term with commitment. Due to array
of benefits, the business cannot
afford to overlook a creation of
a strong foundation of corporate
governance prior to the adoption of
powerful mechanisms amidst today's
intensified business environment.
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Key drivers for implementing good corporate

governance incorporate efficient performance of
the Board of directors, an audit system, disclosure
of transparent and clear information and fair
remuneration which will help maximize value
and strengthen the organization.






