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THE RELATIONSHIP BETWEEN EXECUTIVE COMPENSATION,
OWNERSHIP STRUCTURE AND DISCRETIONARY ACCRUALS
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ABSTRACT

This study aims at investigating the relationships between executive
compensation and ownership structures (both insider and blockholder) and
discretionary accruals using-the.anodified Jones medel. Sample firms consist of
companies listed in thé Stock’ Exchange of Thailand,, exclading those in financials
group. Data are collected,frem annualfinancial.statements'for the\years 2002 to 2008
and from the annual registratien statement of/year 2008. Then, the data are analyzed
using descriptive\ statistics which include-minimum, maximum, mean,,and standard
deviation/ Hypothesis tests are performed via multiple regression analysis ‘at statistical
significance level 91/0.05. The variables used in'the /study are composed of a dependent
variable which / is “discretionary ~accruals, —test/ variables’ which are executive
compensation, insider ownership and blockholder |ownership;” and. contrel variables
which arefirm/size, return\on,assets, operating-cash/flows scaled by lagged total assets,
market to book ratio, and financial-leverage.

The results_show-that executive, compensation and-ownership structures -
both insider and “blockhelder.-/ have no. relationships with discretionary accruals.
However, after partitiening-thessample firms)according to level-of control variables -
market to.book ratio-and financtal leverage --the results reveal that for firms with high
level ‘of market, to book; the executive compensation\ is negatively associated with
discretionany “accruals. in addition, for firms with fow: level ‘of finan¢ial leverage, the insider
ownership 18" positively jassociated with discretionary accruals while~the blockholder

ownershipis negatively associated with discretionary accruals:

Keywords: Executive compensation;-Ownership-structure, Discretionary accruals
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