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For many scholars and international institutions, the postcrisis
agenda facing Asia has been mainly to reform corporate
governance. However, they have paid little attention to how to
implement such reforms. Can this Western concept of "good
corporate governance" be successfully adapted to Asian
corporations?

This is one of the fundamental questions addressed in this
paper, which takes the case of Thailand to test if the ownership
structure of family-run businesses was really the main culprit
behind the Asian financial crisis, and whether changes in this
regard have helped improve corporate performance for the
recovery.
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PREFACE

The ADB Institute aims to explore the most appropriate development paradigms for Asia
composed of well-balanced combinations of the roles of markets, governments and ingtitutions in the
post-crisis period.

Under this broad research project on development paradigms, the ADB Institute Working
Paper Series will contribute to disseminating works-in-progress as a building block of the project and

will invite comments and questions.

| trust that this series will provoke constructive discussions among policymakers aswell as

researchers about where Asian economies should go from the last crisis and current recovery.

This Working Paper is part of the ADB Institute' s research project on corporate governance.

Masaru Y oshitomi
Dean
ADB |nstitute



ABSTRACT

Since the Asian currency and economic crises erupted in 1997, many scholars and
international financial organizations have discussed their major causes and proposed policies that
could overcome the structural weaknesses that apparently led to the crises. In this context, scholars at
the International Monetary Fund, World Bank and numerous other institutions have emphasized the
need for Asian governments to bring about institutional reforms in corporate governance. However,
they seem to have paid little attention to the important issue of how to effectively implement these
institutional reforms, keeping in mind the reality of Asian corporations rather than the Anglo-
American ideal of good corporate governance.

The World Bank, in general, and a group of researchers working at that institution, in
particular, have focused on identification of ultimate owners, agency problems, the large gap between
control rights and cash flow rights, and expropriation of minority shareholders However, it appears
that in their analysis they have not taken into account the actual functioningof local Asian firms and
their responses to government institutional reforms after the crisis.

Their analysis raises two mgjor questions: (1) How have local firms adjusted themselvesto
reforms, and has such adjustment positively contributed to improvement of corporate performance,
stock market movement and the national economy? (2) Has the introduction of the Anglo-American
model of good corporate governance into local firms really resulted in improved performance at the
individual firm level? In short, the main question addressed is whether the Western concept of “ good
corporate governance,” which presupposes the presence of independent directors and minority
protection of shareholders as key elements for sound corporate activity, can be adapted to Asian
corporations.

In this study, we have attempted to address these questions by exploring the
interrelationships between ownership patterns, corporate structure and economic performance, based
on our own research of the 448 listed companies in Thailand between 1996 and 2000.

We examined the economic performance of Thai listed companies based on data taken
from their financial statements. We focused on their ownership patterns and investigated the
correlation between the firms economic performance and their ultimate owners (family business),
foreign ownership, the presence of minority shareholders and ownership/management separation
among family-owned firms.

Arising out of our findings are two useful hypotheses concerning family-run business and
corporate reformsin Thailand. Thefirst is that family businesses in themselves were not amajor cause
of the financia crisis and have not hindered recovery. Taking into account the significant role that
family businesses have played in Thailand's nonfinancial sector, it would be better and more rational
to introduce ways of revitalizing existing family businesses to support sustainable growth rather than
trying to directly adapt the Western model of good corporate governance to local firms.

The second hypothesis isthat family businesses are not automatically viable entities unless
they work to adjust themselves to the changing environment. They now face the need for fundamental
corporate restructuring under pressure of economic liberalization and industrial upgrading in
Thailand.
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Family Business Gone Wrong?
Ownership Patterns and Corporate Performance in Thailand

Akira Suehirot

1. Introduction: What is Good Corporate Governance for Thailand?

This paper explores the interrelationships between ownership patterns, corporate
structure and economic performance, based on our own research of the 448 listed
companies in Thailand between 1996 and 2000. We would like to address three
questions:

(1) Do family businesses always perform poorly due to their traditional pattern of control
over both ownership and management?

(2) Do minority shareholders contribute not only to a firm’s increased market valuation,
but also to its improved corporate performance?

(3) To what extent does the separation of management from ownership among family-run
businesses and the degree of independence of their Board members improve corporate
performance?

In short, the main question addressed in this paper is: can the Western concept of
“good corporate governance,” which presupposes the presence of independent directors
and minority shareholders as key elements of sound corporate activity, be adapted to
Asian corporations?

Since the Asian currency and economic crises erupted in 1997, many scholars and
international financial organizations have discussed their major causes and have
proposed policies that could overcome the structural weaknesses that apparently led to
the crises. The International Monetary Fund (IMF) and World Bank have proposed to the
governments of the crisis-hit Asian countries basically two interconnected types of
reform: (1) the restructuring of financial institutions, and (2) corporate restructuring
(World Bank, 1998; 1999). Financial institutional restructuring seeks to resolve
commercial banks’ high levels of nonperforming loans (NPLs) and introduce to the local
financial sectors new institutional frameworks based on global standards. Corporate
restructuring, on the other hand, mainly aims to restructure the huge amount of corporate
debt by drastically reorganizing corporate structure, which is largely dominated by
family-run businesses.

In this context, IMF and the World Bank inevitably stress the importance of Asian
countries undertaking institutional reforms aimed at developing a direct corporate finance
system (i.e., equity and corporate bond markets), and reforming local corporations in line
with the so-called Anglo-American model of good corporate governance. The latter
reform implies that a local corporation should be reorganized into a “modern”
corporation, which utilizes the management skills of professional managers, and in which

T In association with Nate-napha Weilerdsak.



the Board of Directors and minority shareholders can more effectively supervise

management. Implicit in thisargument is the assumption that family-run businesses have

been prone to poor economic performance and lower stock market valuation and have
significantly contributed, in the long run, to structural weaknessesin Asa.

Based on these assumptions, IMF and the World Bank have proposed that Asian
governments should adopt the following policies:

* develop their stock marketsin order to promote direct corporate finance

e agppoint independent directors to company Boards and establish independent audit
committees;

* introduce new audit and accounting systems in line with the International Accounting
Standards Committee (IASC) or the American Financial Accounting Standards Board
(FASB);

* introduce new legal frameworks governing bankruptcy in order to quickly resolve
corporate debt conflicts between foreign creditors and local debtors; and

e promote an information disclosure system to improve loca corporations’
transparency for the sake of investors and minority shareholders.

In line with these proposals, the Thai Government introduced new ingtitutional and
legal frameworks by the end of 1999 (see Suehiro, 2001). Thus, it is necessary to
carefully examine whether these policies have actually produced any positive results, in
terms of improved performance at the level of firms, stock market and the overall national
economy.

Scholars at IMF, the World Bank and numerous other institutions have emphasized
the need for Asian governments to overcome structural weaknesses by bringing about
ingtitutional reforms in the governance of their corporate sector. However, they seem to
have paid little attention to the important issue of how to effectively implement these
institutional reforms, keeping in mind the reality of Asian corporations compared to the
Anglo-American concept of good corporate governance.

In their research and policy recommendations on Asian corporate governance, the
World Bank, in genera, and a group of researchers working at that institution (Stijn
Claessens, Simeon Djankov, and Larry Lang [CDL group], 1998; 1999), in particular,
have focused on identification of ultimate owners, agency problems, the large gap
between control rights and cash flow rights, and expropriation of minority shareholders.
However, it appears that in their analysis they have not taken into account the actual
functioning of local Asian firms and corporate responses to government institutional
reforms after the crisis. Thus, two major questions should be raised.

The first question relates to how loca firms have adjusted themselves to these
reforms, and asks whether such adjustment has positively contributed to improvement of
corporate performance, stock market movement and the national economy in Thailand.
At least with regard to the stock market, these ingtitutional reforms do not seem to have
had a positive effect. As can be seen in Diagram 1, Thailand’s stock market index has
remained consistently at a low ebb since 1998. | have discussed this issue further in
another recent paper by anayzing the impact of new policies or the so-called
disclosure-based screening system adopted by the Stock Exchange of Thailand (SET)
since 1998 (Suehiro, 2001).

The scond question relates to whether the introduction of the Anglo-American
model of good corporate governance into local firms has redlly improved performance at



the individual firm level. Although many scholars have reproached family businesses as
constituting a key element in the ingtitutional vulnerability of Asian economies, nobody,
to our knowledge, has conducted intensive research work to explore correlations between
ownership patterns of Thai firms and their economic performance. Thus, there has been
no detailed study to answer the question of whether or how family businessesin Thailand
have gone wrong.

In this study, which is part of a research project on Asian corporate governance
initiated by the Asian Development Bank Institute (ADB Institute) in Tokyo, we have
attempted to address these questiorns. We conducted a comprehensive survey of all the
listed companiesin Thailand in March to August 2000, in collaboration with the Faculty
of Economics of Chulalongkorn University. We collected a large number of company
documents in Thai and English compiled by both SET and the Commercial Registration
Department of the Thai Ministry of Commerce We then constructed a database on 448
listed companies, including detailed information on their types of business, ownership
patterns, management structures and four-year business performance (1996-1999). We
also put together profiles of their Board of Directors, and Executive Committeeand Audit
Committee members (6,028 persons in total). Analysis of the top management will be
presented in a future companion ADB Institute working paper, entitled “Who Manages
Thai Firms. Management Structure and Top Executives in Thailand.”

2. TheWorld Bank’s Views on the Asian Crisisand Cor por ate Gover nance

Immediately after the currency crisis hit Asia, the World Bank set about studying the
nature of the crisis and formulated a set of economic and social restructuring plans in
collaboration with IMF. The World Bank identified structural weaknesses or institutional
vulnerability in the governance of both the financial sector and the corporate sector as
among the main causes of the Asian crisis. It emphasized this aspect in a 1998 report:

“Rapid structural changes in the real economy were requiring improvements in
the corporate governance of firms for which securities markets are important.
This lack of well-developed capital markets meant that the monitoring of
corporations was primarily the responsibility of banks and was not complemented
by other financia ingtitutions...Weak governance of banks, often influenced
directly by government policies, added to the poor performance. Perhaps the most
important weakness was the limited institutional development of banks’ (World
Bank, 1998a; pp. 34-35).

“The main lesson from the East Asian crisis is that it is important to take an
integrated approach to the issues of corporate governance and financing. The poor
system of corporate governance has contributed to the present financia crisis by
shielding the banks, financial companies, and corporations from market discipline.
Rather than ensuring internal oversight and alowing external monitoring,
corporate governance has been characterized by ineffective boards of directors,
weak internal control, unreliable financial reporting, lack of adequate disclosure,
lax enforcement to ensure compliance, and poor audits. These problems are
evidenced by unreported losses and understated liabilities’ (1bid., p. 57).



On the basis of such diagnoses, the World Bank proposed that Asa’s governments
should promote financial institutional reforms, including development of their equity and
bond markets and improvement of corporate governance at the individual firm level, in
line with global standards.

At the same time, towardsthe end of 1997, the World Bank conducted field surveys
on 3,710 manufacturing firms in the five crisis-affected Asian countries: Indonesia (816
firms), Republic of Korea (857 firms), Maaysia (814 firms), Philippines (564 firms) and
Thailand (659 firms). From these surveys, the researchers found that “a large number of
shareholders did not mean a large number of effective owners. The mean combined
ownership of the top 10 shareholders in companies with 10 or more shareholders
averaged 84%, quite enough to override minority voices’ (“The Ultimate Business
Survey,” Asiaweek, 16 April 1998). In addition to this company survey, a group of World
Bank economists also initiated a more intensive study of ownership patterrs and
corporate governance in listed companies of nine Asian countries. The findings of this
study have since been published in joint papers by Stijn Claessens, Simeon Djankov,
Larry Lang (CDL), Joseph Fan and others (see References).

In their research, the CDL group focused on the correlation between ownership
patterns and corporate governance. They sought to explore the corporate structure of
listed Asian firms, as characterized by family ownership, by first identifying their
ultimate owners (controlling shareholders). According to CDL group findings, Asian
countries in genera, and the crisis-affected countries such as Indonesia, Republic of
Koreaand Thailand, in particular, were highly leveraged (debt to equity [D/E] ratio) due
to heavy dependence on external borrowings (see Table 1). They also contend that the
weak monitoring role of the financia sector in each country produced financial instability
both at the national economy level and at the individual firm level. Further, such financial
instability has been accelerated by the dominance of family-owned firms over business
activitiesin Asian countries (see Table 2), which further hindered the development of
sound market discipline.

The dominance of family-owned firms is interpreted by the CDL group as the
concentration of ownership in the hands of ultimate owners, mostly owner-families. This
phenomenon is common not only in Asian countries but also in other developing
countriesand produces obstacles to sound corporate governance, as follows:

“First, ownership concentration may impede the development of professional
managers that are required as economies and firms mature and become more
complex. Second, it may have led to increased risk taking behavior by firms, in
particular given the inter-relationships between financia institutions and banks,
and the supervisory weakness and perverse incentives prevaent in the Thal
financia system during the 1990s. In addition, in order not to lose control, large
shareholders may have diluted market pressures for improved disclosure and
protection for minority shareholders and are reportedly an impediment today to
corporate workouts’ (Pedro, Claessens and Djankov, 1998; p. 13).

Concentrated ownership, according to the CDL group, has two major impacts on
corporate governance. First, it solves the classic agency problem between managers and
owners, since large shareholders are able to effectively monitor firm management and



thus limit management ineffectiveness and abuse. Second, concentrated ownership tends
to be detrimental to the interests of minority shareholders, by making them vulnerable to
expropriation by controlling shareholders, especially in the presence of a wide gap
between voting rights (control rights) and cash flow rights. This will make it difficult for
loca Asian firms to attract necessary money from the outside Pedro, Claessens and
Djankov, 1998; Claessens, Djankov and Lang, 1999). The World Bank supported this
argument, as follows:

“Ownership concentration has benefits and costs. On the benefits side, it has been

associated with firms enhancing their efficiency of operations and investment. On
the costs side, it may lead controlling owners to expropriate other investors and
stakeholders and pursue personal nonprofit maximizing objectives, and it may
impede the development of professional managers, who are required as
economies and firms mature and become more complex. Empirical evidence
shows an inverted “U”-shaped relationship between the degree of ownership
concentration and profitability” (World Bank, 1998a; p. 60).

Expropriation of minority shareholders is reflected in lower market valuation of
local firms. Indeed, on the basis of their empirical tests for listed companiesin nine Asian
countries, the CDL group concluded that “family control is an important factor behind the
negative relation between control rights and market valuation” (Claessens, Djankov, Fan
and Lang, 1999g; p. 22).

In our view, the problem with the World Bank group’s analyses is that they define
good corporate governance mainly in terms of the Anglo-American model, which
stresses the importance of capital markets, and the monitoring roles of independent
directors and minority shareholders. These ideas directly influenced the institutional
reforms initiated by Asian governments after the crisis. In line with these views, when
examining good or poor performance of local Asian firms, CDL group oftentested the
correlation between ownership pattern and market valuation (investor’s reputation) in the
stock markets. In addition, while analyzing the performance of loca firms in terms of
financial indicators, such as return on assets (ROA), they compared only average figures
of listed companies among the nine Asian countries rather than comparing firm
performance indicators by the difference in ownership pattern in a specific country
(Claessens, Djankov and Lang, 1999).

Therefore, in this study we aim to examine economic performance of Thai listed
companies based on data taken from their financia statements. We will focus on their
ownership patterns and investigate the correlation between the firms’ economic
performance and their ultimate owners (family business), foreign ownership, the
presence of minority shareholders and ownership/management separation among
family-owned firms.



3. Development of the Stock Market and Listed Companiesin Thailand
3.1. Thelmportance of Listed Companies

Corporations that are registered in Thailand are divided into two types. companies listed
on the stock exchange regulated by the Public Limited Company Act (revised in 1992)
and nonlisted companies regulated by the Company Act of the Civil Code (1927). What is
significant is the fact that only listed companies were targeted by the Thai Government
when it undertook corporate restructuring in line with IMF and World Bank proposals.
Accordingly, it is necessary for us to examine the development of the stock market and
the importance of listed companies by measuring (1) their weight among leading Thai
firms, including foreign-owned firms; and (2) their weight among subsidiariesbelonging
to leading Thai business groups, including those controlled by owner-families.

Tables 3A and 3B, and Diagrams 2A to 2D summarize the distribution of the top
5,000 firms in Thailand in terms of their annual turnover in 1997 by type of firm,
comprising public limited companies (PLCs), private limited companies limited
partnerships, registered ordinary partnerships and branches. Figures in these tables show
that 475 out of the 5,000 firms (about 9.5%) belonged to the category of PLCsor “listed
companies” and that the combined annual turnover of these 475 PLCs accounted for as
much as 32% of the total annual turnover of the 5,000 firms in 1997. Clearly, tis
demonstrates the relative importance of listed companies compared to other types of
firms.

What should not be overlooked here is the fact that the weight of PLCs among
foreign firms in Thailand is less important compared to that of the top 5,000 firms as a
whole. In 1997, there were a total of 1,056 foreign firms in Thailand. Of that total, 68
(6.4%) belonged to the category of PLCs. But their combined annual turnover was only
15% of the total of the 1,056 foreign firms. Thisis largely due to the fact that many
leading foreign firms have been reluctant to list their subsidiaries on the local stock
market. These firms include leading Japanese manufacturing firms (Toyota Motors,
Mitsubishi Motors, Matsushita Industrial Electrical, Hitachi, Toshiba, Sony, Fujitsy,
etc.); Japanese general trading companies (Mitsui, Mitsubishi, Marubeni, C. Itoh, etc.);
and Western manufacturing firms (Philips, Unilever, Bayer, etc.). This fact should be
kept in mind when we eval uate economic performance of listed companies with respect to
differencesin ownership pattern (see Section 5).

Table 4 shows the importance of listed companies among affiliated companies that
belong to specific owner-family-controlled business groups (zaibatsu-type groups) or
other types of Thai business groups owned by State enterprises and the Crown Property
Bureau (the King, Siam Cement Group and Siam Commercial Bank Group). Looking at
the table, we find that 113 out of 398 firms belonging to the top 40 business groups can
be identified as listed companies, with their combined turnover accounting for 60% of
total turnover in 1997. These tables suggest that it is impossible to adequately discuss
corporate activity and corporate governance in Thailand without giving serious
consideration to listed companies.



3.2. Development of the Thai Stock Market

Listed companies have increased in importance as the stock market has developed since
the end of the 1980s when Thailand enjoyed an unprecedented economic boom From
1975, when the Securities Exchange of Thailand fenamed the Stock Exchange of
Thailand or SET in 1992) was established, up till 1985, the stock market did not show any
notable growth either in terms of the number of listed companies or the size of annual
transaction of stocks. However, starting from the late 1980s, the Tha private stock
market began to experience rapid growth as leading Thai business groups increasingly
looked to it for fundraising and SET introduced a new act to promote the listing of
companies (see Table 5 and Diagram 3).

Indeed, the number of listed companies almost doubled from 109 in 1987 to 214 in
1990, and increased further to 347 in 1993, with annual transactions jumping from B122
billion to B627 billion, and further to B2,201 billion during the same period. In line with
this, the SET Index also increased from 285 in 1987 to 613 in 1990, reaching 1,683 in
1993 (Table 5). Market capitalization of the stock market amounted to B3,325 hillion in
1993, which exceeded nominal gross domestic product (GDP) (B3,170 billion) in the
same year. After 1993, when Thailand entered its “bubble economy” stage in the stock
and property markets, annual transactions and the SET Index began to show a dight
downward trend.

After July 1997, when the currency crisis rocked the Thai economy, the stock
market collapsed. Annual transactions quickly dropped from B1,300 billion to B930
billion in 1997, while the SET Index suffered a rapid decline from 832 in 1996 to 373 in
1997, and further to 356 in 1998, alevel that was only one fifth its highest recorded level
of 1,754 in January 1994. The total value of market capitalization also quickly dropped
from B3,565 billion in 1995 to B1,133 hillion in 1997.

Facing this difficulty, the Government as well as SET launched stock market
reforms, which were mainly designed to introduce stricter regulations for listed
companies, in the name of good corporate governance (see Table 9 in Suehiro, 2001; pp.
69-70). The new SET regulations announced in January 1998 included the appointment
of at least two independent directors and introduction of guidelines onbest practices for
directors; establishment of three new committees—an Audit Committee, Remuneration
Committee and Nominating Committee for directors; introduction of new audit and
accounting systems in line with global standards; and promotion of information
disclosure on management and investment plans of local listed companies (submission of
Form 56/1 Report to SET).

These policies exactly corresponded to the World Bank’s proposals aimed at
improving corporate governance. SET described this new system as a “ Disclosure-based
Screening System” which was mainly designed to filter “good” companies through new
stock market guidelines (see Diagram 1 in Suehiro, 2001; p. 72). Accordingly, since 1998,
all listed companies have been required to follow the new guidelines; falure to do so
would result in delisting from the stock market.

Animportant question iswhether these new SET guidelines actually brought about
notable changes in the ownership pattern corporate organization and economic
performance of listed companies after 1998. | have already reviewed the impact of SET
policy on the activities of leading family businesses and the movement of the stock



market in another paper (see Suehiro, 2001). | will, therefore, focus here on another
aspect of listed companies’ responses: that is, how they changed their ownership pattern
between 1996 and 2000.

4. Who Controls Thai Firms: 1996 and 2000?
4.1. Classification of Thai Listed Companies by the World Bank and Suehiro

Section 2 has outlined how agroup of World Bank economists (the CDL group) stressed
the dominance of family-run businesses among Asian corporations before the crisis
(World Bank, 1998a; pp.60-61; Claessens, Djankov and Lang, 1999). Accordingly, | also
attempted to clarify the weight of family-run businesses among listed companies in
Thailand by using the same methodology adopted by the World Bank researchers intheir
company survey. Tables 6A, 6B, 6C and 6D illustrate the classification of listed
companies by type of controlling shareholder or ultimate owner, and provide a
comparison of the percentage distribution of listed companies by ownership pattern,
using 20% and 40% cutoff levels. The World Bank group classifies a listed company
(including financia and nonfinancial firms) into five categories. Their methodology is as
follows:

“We [Claessens et a.] divide corporations into widely-held and corporations with
ultimate owners, with ultimate ownership defined at four cut-off levels: 10%,
20%, 30%, 40%. A widely-held corporationis a corporation which does not have
any owners who have significant control rights. Ultimate owners are further
divided into four categories: 1) families (which includes individuals who have
large stakes), 2) the state, 3) widely-held financia institutions such as banks and
insurance companies, and 4) widely-held corporations” (Claessens, Djankov and
Lang, 1999; p. 8).

The World Bank group principally adopted the methodology of the La Porta group
(LaPortaet a., 1999) who conducted a comprehensive survey on the ownership pattern
of leading firms worldwide. But they did not disclose the details of their methodology in
identifying acorporation according to the above-mentioned classification. Nevertheless, |
investigated the top three shareholders of each listed company on the basis of 1996 base
year data (SET [ed.], Thailand Listed Company 1997 (origina one), Bangkok, 1997) and
2000 base year data (SET CD-ROM of Listed Company Info 2000 [ Q1-Q2] [Thal version;
no English version for shareholders list isavailable]). [dentification of ultimate owners of
each company is based on my own firm-level research conducted in Thailand covering
around 2,000 firms (see Suehiro, 2000c).

It is not surprising that there are some differences in identification of ultimate
owners between the World Bank’s survey in 1998 and my survey in 2000. For instance, |
identified a Company A (shareholder) as a specific fully family-owned corporation on the
basis of my own information, while the World Bank study seems to define this company
as an independent one (cf., IDE Co., Ltd. isone of the investment companies for the SPI
Group controlled by the Chokwattana family, etc.). Likewise, | identify aCompany B asa



specific owner-family—controlled corporation, while the World Bank group defines it as
an independent company with no controlling sharehol der.

In addition to these possible differencesin identification, | classify a corporation as
a widely-held financial institution when this company has at least two financial
ingtitutions (commercial banks, finance companies, insurance companies or mutual
funds) among the top three shareholders, with each shareholder owning less than 20% of
the total shareholdings. Further, | define a firm as foreign-owned, distinct from any other
type of corporation whenforeign investors or foreign firms own 30% or more of itstotal
shareholdings.

Table 6C reveds the common characteristics of dominance by family-run
businesses in two surveys using 1996 as base year. The results presented in the table
suggest that the share of family businesses, including semifamily businesses or quasi-
family businesses, accounts for 48.2% of the total number of firms, significantly lessthan
61.6% found in the World Bank survey. Further, widely- held corporations (no controlling
shareholder) show the widest divergence between the percentage distribution of the
World Bank survey (6.6%) and the author’s survey (20.8%). It may be noted that
Yupana's survey (2000a), on the basis of 1996 company data, supports the author's
findings rather than the World Bank’s (Table 6D).

4.2. Changesin Ownership Pattern between 1996 and 2000

Table 7 presents more detailed information on the percentage distribution of listed
companies in Thailand in 1996 base year on the basis of our own research, while Table 8
provides the same information for base year 2000. In these two tables, we divide
family-owned: FW corporations into two maor groups (family-owned: FA and
semifamily-owned) and further into six categories (f1, f2, f4 and f5, fwl and fw2; f3, an
owner-family financial firm, was integrated into f4 during data construction) (see Table
6A). Unlike the World Bank’s survey, we aso distinguish foreign-owned corporations
from widely-held corporations (WC) in order to explore the significant role that foreign
investment is playing among Thal listed companies. The same methodology was also
adopted by Y upana’s survey when she investigated economic performance of Thai listed
companies (Yupana, 2000a; 2000b). In terms of the total picture for financial and
nonfinancid firms), family-owned businesses account for 33.5% at the 20% cutoff level,
and the percentage increases to 48.2% if semifamily-owned type firms are included. If the
survey is confined only to nonfinancial companies (357 out of 448 firms), these figures
increase to 40.1% and 57.1% at the 20% cutoff level, respectively.

One question that needs to be raised here is how the economic crisis affected the
ownership pattern of listed companies. To answer this question, we constructed a
summary table, which shows the changes in the ownership pattern of firms by the type of
“ultimate owners’ between 1996 and 2000. According to thesummary Table 9, surveyed
firms, whose shareholders listsare available, numbered 424 between 1996 and 2000. Out
of these 424, 110 firms or 26% wer e forced to change their owner ship pattern during the
crisisperiod. Thisis an interesting finding since it can throw somelight on the limitatiors
of the corporate structures that existed before the crisis.

Analyzing the ownership pattern changes of these 110 firms, we discover that as
many as 40 family-owned corporations changed their ownership structure into other types,



such as various widely-held groups, Tha corporations, foreign-owned, etc. On the other
hand, 41 firms shifted their ownership from nonforeign-owned to foreign-owned. This
movement has been spurred by the pressure of corporate debt restructuring schemes
during the crisis, when local controlling shareholders were compelled to allocate newly-
issued equity shares to existing foreign partners or to invite new foreign investors (cf.,
from the Bank of Ayudhya Group = the Rattanarak family to Swiss Holder bank
Company in the Siam City Cement PLC, etc.), or they were forced to transfer their equity
shares to existing foreign partners (cf., from the Central Department Store Group = the
Chirathiwat family to French Casino Group in the Big C Supercenter PLC; from the CP
Group = the Chiarawanon family to Dutch Makro Group in the Siam Makro PLC; the
cases of leading finance companies formerly owned by local commercial banks, etc.).

5. Owner ship Pattern and Cor porate Economic Performance
5.1. Data Sources and Financial Indicators Measuring Corporate Performance

In this section, we will highlight the interrel ationships between the ownership pattern of
Tha listed companies and their corporate performance. To measure corporate
performance, we chose four financia indicators: (1) liquidity or current ratio (current
assets/current liabilities—desirable figure is about 2.0); (2) leverage or D/E ratio
(desirable figure is about 1.0); (3) profitability or ROA; and (4) profitability or return on
equity (ROE). We collected necessary data for each company from financial statements
and balance sheets that are included in the SET (ed.), CD-ROM Listed Company Info
1999 (Q1/Q2) and CD-ROM Listed Company Info 2000 (QL/Q2), and constructed four-
year time series data (1996 to 1999).

Only afew listed companies failed to submit their balance sheetsto SET after the
crisis. But even if listed companies submitted their balance sheets, there still was another
problem of lack of financial data for a specific year or for a specific item (especialy the
D/E ratio and ROE). In order to overcome these data problems, we used the figures of
companies whose data were available for at least three years between 1996 and 1999,
together with those of companies whose data were available for al four years.

5.2. Ultimate Owners, Family Businesses and Economic Performance

Table 10 and Diagrams 4A, 4B and 4C illustrate economic performance of listed
companies by the type of ultimate owners on the basis of 1996 base year (for the
classification of ultimate owners, see Table 6A). Interestingly, the table tells us that
family-type business (FA and FW) do not always demonstrate poor performance in
comparison with other types of ultimate owners. It is evident that a group of foreign-
owned firms (XB and XC) has achieved the best performance (actual figures and speed of
recovery from the crisis) in every indicator between 1996 and 1999, while corporations
with no ultimate owners (WV) and State-owned firms (S) have constantly performed the
worst. Two groups of corporations held by financial institutions (WB) and corporations
held by Thai corporations (WC) showed the second best performance behind the group of
foreign-owned firms.
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These findings do not suggest that family-run businesses belong to the group of
corporations with poor economic performance. This is because family-run businesses
sometimes show better performance in terms of current ratio, ROA and ROE, as was the
case in 1997 and 1998. From the results in the table, we can tentatively conclude that
foreign-owned firms among listed companies have achieved better performance and
quicker recovery from the crisis compared to all other types of corporations. Yupana's
survey aso supports this finding.

5.3. REHABCOs and Type of Business

This hypothesis may be confirmed if we examine economic performance of the group of
REHABCO firms. A REHABCO is a rehabilitation corporation that is undergoing debt
restructuring and has been ordered by SET to stop its transactions on the stock market.
Therefore, we can consider REHABCO firms as corporations that might have made poor
management decisions before the crisis. If so, we need to examine whether REHABCO
firms are mainly owned and operated by owner-family members

Table 11 rejects this hypothesis, because there is little correlation between thetype
of ultimate owners of REHABCO firms and their economic performance. Estimating the
share of family-owned firms among REHABCO firms, we find that about 53.2% of the
total belong to the former, which is only alittle higher than for nonfinancia listed
companies as a whole (48.7%). It is apparent that differences in the type of businesses
rather than in ultimate owners have had a much greater effect on the performance of listed
companies after the crisis. Indeed, the industrial base of REHABCO firms was
concentrated in two fields—the building materials industry (nine out of 47 firms, or 19%)
and property (13 firms, 28%)—that were most seriously hit by the crisis through their
accumulated dollar-based external borrowings and the recession in the domestic
economy.

5.4. Foreign Shareholdings and Economic Performance

Table 10 shows that foreign-owned firms have achieved good performance before and
after the crisis. Table 12 illustrates the comparison between firms by the difference in the
percentage of foreign shareholdingsin 1996 base year (0-9%, 10-29%, 30-49%, and 50%
and above). At aglance, we can see that firms with foreign shareholdings of 30-49% put
in the best performance, followed by firms with foreign shareholdings of 50% and above.
In contrast to these two groups, firms with foreign shareholdings of 0-9% performed
worst inevery financia indicator.

This finding may be explained by two major factors First, it may be supposed that
foreign involvement as a controlling shareholder contributed to better corporate
management during the crisis. In addition it is aso highly likely that the parent
companies of foreign firms have helped in the recovery from the crisis by providing fresh
money and accel erating debt-restructuring. Second, foreign-controlled firms are inclined
to enter into more profitable sectors and industries.
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5.5. Changesin Ownership Pattern and the Effect on Economic Performance

An interesting question that needs to be addressed here is whether a shift in ultimate
ownership from a family-owned firm to another ownership structure has contributed to
notable improvement in economic performance. As shown by Table 9, one fourth of
listed companies in Thailand changed their ownership pattern during 1996 to 2000. If a
firm that changed its ultimate owner from owner-family member to another type of
shareholder improved its performance during this period, we can suppose that family
businesses themsel ves affected corporate performance, if we neglect the possible impact
of other explanatory variables such as the type of business, the size of firm and age of
firm.

Table 13 and Diagram 6 are intended to address this issue. The table divides
family-owned firms into three major groups. Type A—a firm that did not change its
ownership pattern; Type B—a firm that changed its ultimate owner from owner-family to
another type of shareholder (Thai corporation, corporation with no controlling
shareholder, etc.); and Type C—afirm that changed its ultimate owner to aforeigner. As
Tables 10 and 12 suggest, Type C (or a firm in which a foreigner becomes an ultimate
owner by 2000) showed a distinct recovery in its performance. On the other hand, and
contrary to traditional arguments, Type B did not achieve better performance compared to
TypeA.

Looking at our own research on listed companies, it is safe to say that the difference
in ownership pattern aswell as the presence of a family-run business have hardly affected
corporate performance in terms of financial indicators, such asthe DYE ratio, ROA and
ROE. It is difficult to see any distinct interrelationship between family ownership of
business and poor performance in terms of leverage and profitability. Further, contrary to
the traditional argument in favor of the model of good corporate governance, the group of
cor porations with no ultimate owners (WV) has always shown the wor st business record
among surveyed listed companies in Thailand.

These findings, in turn cast doubt on the second hypothesis that the presence of
minority shareholders contributes to improvement of corporate governance of local firms.
The World Bank studies and other traditional arguments have stressed this point by
mainly focusing on the relationship between minority shareholdings of local firms and
their market valuation. But they seem to have paid little attention to the relationship
between minority shareholdings and economic performance as indicated by ROA and
ROE. Thisquestion is examined in the next section.

6. Minority Shareholdersand Cor porate Economic Perfor mance

In Thailand, SET defines a minority (“minor” in SET) shareholder in the Public Limited
Company Act 1992 as one that has less than 0.5% of the total shareholdings. After the
economic crisis, SET ordered all listed companiesto disclose and report the exact number
of minority shareholders and their combined percentages against total shareholdings.
Thanks to thisnew SET guiddine, we can avail of the information on the weight of
minority shareholdings of each listed company since 2000.

Table 14 divides al of the surveyed firms into seven categories in accordance with
both the percentage of combined minority shareholdings and the involvement of foreign



shareholders: (Type D1) afirm with minority shareholdings of 50% and over; (D2) afirm
with minority shareholdings of 30-49%; (D2f) afirm with minority shareholdings of 30-
49% and foreign shareholdings of 20% and over; (D3) afirm with minority shareholdings
of 20-29%; (D3f) a firm with minority shareholdings of 20-29% and foreign
shareholdings of 20% and over; (D4) afirm with minority shareholdings of 10-19%; and
(D5) afirm with minority shareholdings of 1-9%.

Paradoxically, the table and Diagram 7 demonstrate that the group of firms with
minority shareholdings of less than 30% achieved better performance in three financial
indicators than a group of firms with minority shareholdings of 30% and over. Also, the
group of firms with minority shareholdings of 50% and over have apoor business record.
In order to explain these results, we can put forward two arguments.

The first isthat minority shareholders can be considered a key element of good
corporate governance since they serve as monitors and supervisors for a listed company.
In this case, the major cause of poor performance could be the lack of alegal framework
or inadequate government policies to enhance their rightsand promote their role in the
general meeting of shareholders. The scond argument seeks to identify the rea role
played by minority shareholders in local firms and family-owned firms, in particular,
rather than deficient government policy. In Thailand and a'so many other Asian countries,
minority shareholders are frequently invited from among the friends of owner-family
members and provide controlling shareholders with a portion of the capital needed.
Therefore, they have no intention of strictly supervising corporate activity. And there is
no motivation for them to exert ther rights against the interests of controlling
shareholders.

Assuming the latter argument, it would be difficult to imagine that local small
shareholders would serve as monitors and supervisors of listed companies even after the
Government introduces new policies enhancing their rights. As with independent
directors (SET published a“ Guide Book for the Best Practices of Directors” in Thai and
English in 1998), the Government is required to promote best practices for minority
shareholdersin the name of good corporate governance. At the same time, the combined
percentages of minority shareholdings still account for merely 21.8% of the 314 surveyed
firmsin 2000 (26.6% in 43 finance companies and 18.7% in 271 nonfinance companies).
In this sense, the role of minority shareholders should be considered to be limited under
the given conditiors of high ownership concentration.

Another possible approach is to invite a foreign investor as a minority shareholder.
Indeed, SET decided to give tax incentives to foreign minority shareholders with no
voting rights in August 2000 (interview with Dr. Prasarn Trairatworakun, Secretary-
General of the Securities and Exchange Commission on 8 August 2000). By increasing
the number of foreign minority investors, SET aimed to invigorate the stock market and
improve corporate governance of local firms. Looking at Table 14 and Diagram 7, the
group of firmswith foreign direct involvement shows better performance than others. But
the presence of minority shareholders aone is not enough to improve corporate
performance.
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7. Separation of Ownership and Control among Family Businesses
7.1. Separation of Management from Ownership

The third hypothesis that the World Bank and other scholars suggest is that family
businesses tend to have poor management when ultimate owners control both ownership
and management. Lack of separation between ownership and control means that there are
neither independent directors nor minority shareholders to effectively monitor or
supervise management. This lack of separation also means there will be an overlapping of
the Board of Directors with Executive Committee members, while top management may
be recruited from among owner-family members (including unqualified persons) rather
than from professiona groups. These elements combined together hinder the
transparency of management for outside investorsand inevitably lead to expropriation of
minority interests Therefore, appointing independent directors, establishing audit
committees and enhancing shareholders rights were key elements of corporate
governance reforms initiated by the World Bank (see Table 15 for a summary).

This hypothesis implicitly presupposes that a family-owned firm with separation
will demonstrate better performance than a family-owned firm with no separation. To
explore this further, we constructed Tables 16A and 16B to compare the
ownership/management separation of family-owned firms (FA and FW) and their
economic performance.

In these two tables, we define afirm in which (1) a chairpersonor vice-chairperson
is independent from controlling shareholders (owner-family), and (2) a chief executive
officer (CEO) or president is independent from the family-owners as Type A. If a
chairperson/vice-chairperson or CEO/president overlaps with controlling shareholders,
we define it as a family-owned firm with no separationor Type B. Semifamily-owned or
Type C firmsin the tables are those that have no controlling shareholder at the 20% cutoff
level, but combined percentages of the two or three largest shareholders exceed 20%. If
we cannot obtain necessary information on the Board members and executives, we define
it as a family-owned firm with no available data or Type D These two tables, and
Diagrams 8A, 8B and 8C suggest some interesting conclusions.

First, roughly speaking, Type A or family-owned firms with separation have
performed better than family-owned firms with no separation. But it is difficult to see a
distinct difference in major financial indicators of the D/E ratio, ROA and ROE between
Type A and Type B. On the basis of economic performance, not market valuation, it is
safe to say that ownership/management separation does not always contribute to
improved corporate activity.

Second, Type C or quasi-family-owned firms with no separation demonstrate the
best performance among the four groups. This suggests that diversification of
shareholdings by the owner-family into their related companies positively affects
corporate performance.

Last and most important, Type D or family-owned firms with no available data
have the worst business record in al financia indicators. Further, there is a wide gap in
performance when we compare Type D to thethree other types. Type D firmsare likely to
be those that have been reluctant to disclose detailed information on their management
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and directorships, although they faithfully submit SET Form 56/1 reports in accordance
with the new guidelines.

7.2. Separation of the Executive Committee from the Board of Directors

Tables 17A, 17B and 17C illustrate another aspect of management structure of family-
owned firms by focusing on the personal overlap of the Board members with the
Executive Committee members, or the independence of the Board of Directors from the
management team. These tables divide family-owned firms into three categories. a firm
in which a chairperson of the Board is independent from the Executive Committee
members (Type A); a firm in which a chairperson is also an Executive Committee
member (Type B); and a firm with no available data (Type C).

Our research on family-owned firms by type of management separation also reveals
that these three different groups of firmsshow asimilar pattern of economic performance
to the four groups of ownership/management separation. It is difficult to find a distinct
difference between Type A and Type B. As was shown in Table 16, Type C or family-
owned firms with no available data again put in the worst performance. However, in
agribusiness, Type B (no separation type) achieved better performance than Type A
(separation type) in al three maor financia indicators—the D/E ratio, ROA and
ROE—Dbetween 1996 and 1999.

Based on these results, the independence of chairpersons from controlling
shareholders and executive members still is not significant enough to affect economic
performance of family-owned firms. Indeed, among Thai listed firms, the post of
chairperson is frequently considered an honorary role, meant to contribute to the
company’s reputation rather than an important position to effectively supervise
controlling shareholders and management teams. Because of this, it is common that a
specific person of high social status serves as chairperson for more than 10 corporations,
as can be seenin the case of Sunthon Hongdaladarom (former Finance Minister) and
Phao Sarasin (member of adistinguished Thai family and owner of the largest soft drink
manufacturing firm, PepsiCo).

7.3. Type of Business and Ownership Pattern

Last, we should examine the relation between the type of business and ownership pattern
of listed companies. As we suggested in previous sections, the difference in economic
performance is possibly connected with the type of business. whether it is from a crisis-
hit industry, a profitable sector following the baht’s devaluationor a growing industry in
the eyes of foreign investors.

Table 18 compares profitability (ROA) of Thal listed firms by sector and industry
with special reference to the type of ultimate owners (family-owned or foreign-owned).
Contrary to expectatiors, it is impossible to discover any evidence that foreign-owned
firms concentrate their business activities in more profitable sectors or industries
compared to family-owned firms. This topic should be rigoroudly tested by using
regression analysis on the basis of company-based data.
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8. Restructuring Family Businesses
8.1. Why Family Businesses Survive

If our research results in sections 5 to 7 are acceptable, it immediately raises anew
question: why did family businesses in Thailand develop before the crisis, and how did
they survivethecrisis? Asl haveaready discussed in other papers (Suehiro, 1993; 1998),
business groups built on the basis of family ownership have beenacrucia agent both for
economic growth and the upgrading of Thailand’s industria structure. After the
Government accelerated liberalization of the financial sector and industrial investment
towards the end of the 1980s, these business groups speedily responded to new policies
and actively expanded their business bases from agro-industry and traditional export-
oriented industries, such as textiles and garments, to new growing industries such as
telecommunications, petrochemicals, steel and machinery, and modern retail business
(Suehiro and Higashi [eds.], 2000). It is true that they also invested a huge amount into
property and this, in turn led to the “bubble economy” in Thailand. But they also served
as important agents for a rapid upgrading of Thailand’s industrial structure during the
1990s.

In the wake of the currency crisis in Thailand, around half of the 40 leading groups
are now facing a critical situation It is reported that one third of them have already
applied to the bankruptcy court or asked the Government for help under the new Business
Rehabilitation Act, in order to resolve their default problems (Suehiro and Higashi [eds.],
2001; pp. 81-85). Nevertheless, there are ill leading business groups that have
undertaken extensive corporate restructuring. They promoted the downsizing of their
expanded business bases, concentrated their managerial resources in two or three core
businesses, and have started tough negotiations with foreign creditors.

Owing to these individual reforms, they seem to be recovering from the crisis. In
other words, we seea trend towar dsbipol arization between bankrupt firmsand survivors.
We can see asimilar trend among leading business groups in Mexico under the external
pressure of economic globalization and liberalization (Hoshino, 2001). Looking at
economic performance in Table 10, it would be difficult to say that family-owned listed
companies failed to rapidly recover their business performance after the crisis. If so, how
can we explain this?

8.2. Human Resources among Family Businesses

There are four major elements to explain the quick growth of local business groups
on the basis of family ownership during the past few decades:

(2) high potentiality of human resources among family businesses;

(2) continuous management reforms in terms of ownership structure, and organi zatioral
and management style;

(3) speedy and flexible responses to changing government policiesthat give incentives to
promoted industries or undertake liberalization in the financial sector and industrial
investment ; and
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(4) strategic aliances with foreign capital by means of joint-ventures, which enable local
firms to advance into growing industries such as telecommunications, petrochemical
and modern retail business.

Table 19 compares the age distribution of top executives (chairpersons, vice-
chairpersons and Board directors, and members of the audit committee, CEOs and
presidents of listed companies) and their educational attainment in both Japan and
Thailand. Table 20 lists countries where Thailand’ s top executives obtained their highest
educational degrees Such qualifications do not exactly reflect the quality of top
executives among family-run business, but we can see overal human resources
characteristics

First, top executivesin Thailand are by far younger than those in Japan. In Thailand,
those aged 50 years old and below account for about 57% of the total number (2% in
Japan), while the group aged 61 years old and above form merely 16% (65% in Japan).
There is no doubt that bng tenures and accumulated experience help in developing
managerial skills in Japan (see Inagami [ed.], 2000). Nevertheless, a younger generation
will be able to obtain new information on markets, adopt new technology in production
and adjust themselves more speedily to a changing international environment.

Second, these two tables show that top executives in Thailland have attained a
higher educational level than those in Japan. The group with bachel ors degrees accounts
for 40%. More interestingly, there is a group with masters degreess/MBAs and doctoral
degrees accounting for 48%, by far larger than the 3% in Japan. In addition to this higher
educational attainment, 54% of the total surveyed executives (3,890 persons) in Thailand
were also educated abroad, and 35% were educated in the United States. In Japan, it is
reported that few (less than 2%) obtained their degree abroad. This fact suggests that top
executives in Thailand have the potential to adapt to US management styles and
accounting systems, as well as communicate well with foreign investors and clients in
English.

It is, thus, not surprising that listed companies in Thailand and even family-run
businesses show great potential in terms of human resources. In fact, owner-families of
leading business groups in Thailand, since World War Il, have tended to send ther
childrento the United States, Australia and Japan for higher education and qualifications
(MBAs, etc.). After returning to Thailand, they have often temporarily worked at foreign
or local big firms as apprentices, and then moved to family-run firms as top executives or
middle management. As aresult, new generations have frequently become key personsin
the modernization and improvement of the corporate activities of family-owned firms
(see Suehiro, 1993). In the initia stage of industrialization of developing countries such
as Thailand, a family-owned firm can easily find able persons among its own family
members and it does not need to recruit from outside.

8.3. Continuous Reforms and Alliances with Foreign Partners

High human resources potential among family members alone does not fully explain the
rapid growth of local business groups. Therefore, we must seek other factors that have
enabled business groups to constantly expand and extend their business activities. These
include continuous management reforms, speedy responsesto government policies and
alliances with foreign corporations. Among these, management reform is the most
important factor.
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Contrary to traditional arguments concerning family-run business, leading Thai
business groups have aways undertaken innovative reforms in the fields of raising
investment funds, reforming management structure and developing human resources.
Table 21 takes the Charoen Pokphand (CP) Group owned by the Chiarawanon family as
an example. The table shows that the CP Group has continuously undertaken various
attempts to improve its business activities. Such moves have included shifting its
business base from trading to manufacturing; diversifying into growing industries (the
late 1980s); introducing new management styles such as the American divisional
department system (1985); establishing a holding company-cum-headquarters to
centralize its decision-making process (1990); listing affiliated companies on the stock
market to attract fresh money (since 1987); employing professionals in finance,
technology and investment planning (1957-1963 and 1979-1981); and developing
intensive human resources development programs (CP, Personal Information System,
since 1995).

Thanks to these reforms, the CP Group has enjoyed rapid growth over the past three
decades, becoming the third largest business group in Thailand, following the Siam
Cement Group and the Bangkok Bank Group (see Suehiro, 1998; do., 2000d, Chapter 9).
These two leading groups have developed in a similar way to the CP Group, introducing
innovative reforms into their management (see Suehiro and Nambara, 1991).

What distinguishes Thai business groups from the zaibatsu-type groups of prewar
Japan is thar strategic alliances with foreign corporations. When advancing into new
businesses or industries, local business groups with no information, production
technology or marketing know-how have frequently utilized foreign partners managerial
resources through the joint-venture system. In this way, they could maximize the
economic backwardness advantage of latecomers and could accelerate their business
expansion. Unless we take these aspects into consideration, we cannot adequately
evaluate the real picture of local business groups.

8.4. Traditional Family Businesses: Authoritarian Type

Not al local business groups have undertaken continuous reforms in response to the new
economic environment. Many family-run businesses apparently have encountered
financia difficulties after the economic crisis. In order to explain why some groups could
survive while other groups went bankrupt, it is necessary to divide family-run businesses
into two different types: innovative or modern type group, and authoritarian type.

Thal Petrochemical Industry (TPI) Group owned by the Leaophairat family offers
an instructive case of an authoritarian type family-run business. The gandfather of the
founders of the TPI Group, ateochew overseas Chinese, started arice milling businessin
central Thalland before World War 1l. After the War, his son, Phorn Leaophairat,
migrated to Bangkok and established a traditional trading house—Hang Hong Yiah Seng
(Thanapornchai Co., Ltd., in Tha)—to export rice and import textile goods. He
successfully expanded his business and the Hong Yiah Seng became one of the five
largest rice exporters (ha-sua or five big tigers) in Thailand by the 1960s.

Phorn's sons, or the third generation of the Leaophairat family, were educated in
the United States and obtai ned bachel ors degrees in busi ness administration and chemical
engineering. After returning to Thailand, three sons—Prachai, Prathip and Pramuwan—
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jointly set up a new ambitious petrochemical firm, Thai Petrochemical Industry Co., Ltd.
(TPI), in 1978 (listed in 1995). Thiswas fully supported by government policy promoting
heavy industries by utilizing natural gas produced in the Gulf of Siam. When the
Government announced liberalization of industrial investment in the cement industry,
they also expanded their industrial base to thisfield by establishing TPI Polene Co., Ltd.,
in 1987 (listed in 1990). TPI soon became the second largest firm in the petrochemical
industry, while TPl Polene grew into the second largest local firm before the crisis. TP
Group (not including the Hong Yiah Seng Group’s companies and other family-owned
firms such as Union Bangkok Insurance Co., Ltd.) consisted of as many as 44 firms
between 1978 and 1996 (TPI [ed.], 1996; Thanawat, 2000; pp. 326-332).

Such quick expansion was financially backed by large loans from domestic
commercia banks (especially Bangkok Bank PLC and Krungthai Bank PLC) and foreign
financial indtitutions (IFC, etc.). As a result, dollar-based external debt totaled $3.2
billion (B100.85 billion), so in the wake of the crisis, foreign exchange losses in
December 1997 amounted to B14.46 billion (Krungthep Thurakit newspaper, 12
December 1997). Immediately after the crisis, TPl suspended construction of new
petrochemical and cement plants and started negotiations for debt restructuring with 400
creditors in December 1998. Getting bogged down in conflicts with creditors, Pracha and
his brothers would not yield control rights over TPl and finally decided to apply to the
bankruptcy court in January 2000. TPI Polene Co., Ltd., followed suit in June (see Phu
Chatkan Rai-duan, 2000b; Suehiro and Higashi [eds.], 2001, Chapter 2).

Why did TPI Group collapse after the crisis? Why could it not effectively supervise
increasing external debt? Table 22 illustrates the case of TPI and its affiliated companies
by focusingon their ownership structure (pyramid structure) and management structure.
At a glance, we find that the three brothers—Prachai, Prathip and Pramuwan—
exclusively controlled all affiliated companies as chairmen, vice-chairmen, directors
cum-executives, CEOs and presidents. The Board members of amost al of the
companies under TPI’s control overlapped with Executive Committee members of each
company.

In the case of TPl PLC itself, the 20 Board members included two independent
directors, following exactly SET s guideline, while Sunthon Hondaladarom inance
Minister in 1959-1963 and 1963-1965) was invited to be its chairman. But when Prachai
became CEO and vice-chairman and his two younger brothers also were appointed
president and directorsin 1988, TPl was put under the complete control of owner-family
members. Independent directors or foreign advisors could not wield any power against
the three brothers. Also, TPI did not disclose detailed information on its debt composition
and investment plars. Thus, this type of family business may be designated & an
authoritarian-type group under the control of a single person or a few owner-family
members.

Carefully investigating collapsed business groups by focusing on their management
structure, we can easily find similar patterrs to TPI. These include Alphatec Group
(semiconductor industry) led by Charn Assawachok (applied to the bankruptcy court in
May 1998); the One Holding Group (finance) led by Pin Chakkapak (May 2000); the
Bangkok Metropolitan Bank Group (a financial conglomerate) led by Udane
Taechaphaibun (the Government took over in January 1998); the NTS Group (steel
industry) led by Sawat Horunruang (September 2000); the Sino-Thai Group (construction
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and engineering) led by Anuthin Chanwirakun (December 1999); the UCOM Group
(telecommunications industry) led by Bunchai Bencharongkun; the Thanayong Group
(property business) led by Khiri Kanchanapak; the TBI Group (textiles) led by Sukree
Phothirattanangkun (May 2000), etc.

8.5. Modern Family Businesses: Innovative Type

In contrast to authoritarian type groups, several loca groups, such as Siam Cement Group
(owned by the Crown Property Bureau, not a family business), CP Group, the Thai
Farmers Bank Group, the Bank of Ayudhya Group, the SPI Group, and the Central
Department Store Group, launched reforms to downsize their widely diversified business
activities, accelerated reduction of external debt, shifted their fundraising sources from
bank borrowings to new issues of corporate bonds, and promoted alliances with new
foreign partners (see Phu Chatkan Rai-duan, 2000a). The development of CP Group
serves as atypical example.

Immediately after the currency crisis, CP Group undertook drastic corporate
restructuring and downsized its business by concentrating resources in two core fields:
agro-industry and telecommunications. In the process, it transferred profitable sectors of
itsretail businessto foreign partnersand then deinvested from the petrochemical industry
(see Phu Chatkan Rai-duan, 2000c).

The CP Group also streamlined all agro-industry-related firms (shrimp culture and
processing, feed milling, and processing of broiler-chickens and swine) and reorganized
theminto Charoen Pokphand Foods PLC (CPF) in December 1998 (see Diagram 9; CPF
Annua Report, 1999 [in Thai]; do., A Form 56/1 Report, 1999 [in Thai]). Through this
reorganization, CPF became a holding company to supervise its operations in the agro-
industry sector and the core firm to attract foreign investors. Owing to this corporate
restructuring, CPF successfully attracted foreign investors, who took about 39% of total
shareholdings, and quickly improved its financial indicators ( D/E ratio, net profit margin,
ROA, etc.) as Table 23 shows. CPF also is active in promoting information disclosure and
decided to increase itsBoard members from 10 personsin 1996 to 16 in February 1999 by
including two new independent directors, Asa Sarasin and Prof. Atthasit Wechachiwa
(see Table 24).

Nevertheless, the Chiarawanon family, ultimate owner of the CP Group asawhole,
continued to keep control over ownership and management of CPF. Also, 13 out of 16
directors of the Board came from owner-family members (four persons) or long-time
employed staff in the CP Group (nine persons) (see Table 24). The Charoen Pokphand
Group Company, which is a nonlisted holding company, also holds 31.4% of the total
shareholdings of CPF. Therefore, even innovative-type family business such asCP Group
have not easily given up control of listed companies after the crisis (see Diagram 10).

A nore modern type of family business ownership pattern may be found in the
telecommunications field, in SHIN (formerly Shinawatra) Group. The SHIN Corporation
PLC, a computer service and holding company of SHIN Group, was owned by the
Shinawatra family (54%) and foreign institutional investors (30%) in 2000 (see Tables
25A and 25B). The SHIN Corporation serves as the largest shareholder of the three major
group companies of the Advanced Info Service PLC (cellular), the SHIN Satellite PLC
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(satellite television service) and Shinawatra Infomedia Technology PLC. All of theseare
listed on the local stock market (see Diagram 11).

The Shinawatra family does not directly involve itself in these firms, and has
entrusted management to professionals recruited from the Communication Authority of
Thailand (CAT), Telephone Organization of Thailand (TOT), IBM Thailand Co., Ltd.,
and other companies of high reputation The SHIN Group seems to have achieved
complete separation between ownership and management, and serves as an example of a
modernized business group among the local telecommunications industry (Phairo, 1999;
Suehiro and Higashi [eds.], 2001; pp.18-20). By contrast, authoritarian-type groups such
as UCOM and Samart are going to be expelled from the market as the
telecommunications market is liberalized and in the face of fierce competition with
foreign companies

9. Suggestions for Further Study

Based on our research of Thai listed companies, which has focused on their economic
performance, we can summarize our findings as follows.

(1) Family-owned businesses in terms of ultimate owners do not always result in poor
performance.

(2) Corporations that are widely-held by various groups and have no controlling
shareholdings have performed the worst, together with State-owned firms.

(3) Foreign involvement seemsto contribute to better economic performance among Thai
listed companies. When listed companies increase their foreign shareholdings, their
economic performance tends to improve.

(4) The presence of minority shareholdersdoes not directly affect economic performance.
Especially when their total shareholdings in a listed company exceed 30%, it tendsto
produce poor performance.

(5) Separation of the Board Chairperson from controlling shareholders and from the
Executive Committee members does not alwaysresult in good economic performance,
although ownership/control separation might improve corporate governance in terms
of market vauation.

(6) Family-owned firms that have been reluctant to disclose detailed information on their
management, without exception, have the worst business record, even when
compared to family-owned firms with no separation between ownership and control.

Arising out of our findings are two useful hypotheses concerning family-run
business and corporate reforms in Thalland. The first is that family businesses in
themselves were not amajor cause of the financial crisis and have not hindered recovery.
Taking into account the significant role that family businesses have played in Thailand’s
nonfinancial sector, it would be better and more rational to introduceways of revitalizing
existing family businesses to support sustainable growth rather than directly adapt the
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Western model of good corporate governance to loca firms. However, there are
limitations to family businesses, as the case of TPl Group apparently evidenced during
thecrisis.

This leads to the second hypothesis, which is that family businesses are not
automatically stable entities unless they work to adjust themselves to the changing
environment. They now face the need for fundamental corporate restructuring under
pressure of economic liberalization and industrial upgrading in Thailand. In this context,
Larry Lang's argument is highly suggestive to our hypotheses.

“The East Asian miracle: the post-war surge of growth which occurred despitethe
absence of the Western ingtitutions of the rule of law and democracy. This was
possible because East Asia had substitutes: business networks based on family
and long-term associates that permitted complex transactions without a law of
contract; and autocratic governments and effective civil services committed to
improving national welfare. Problems arose only when growth proceeded to the
point where companies had to seek outside sources of finance to continue their
growth’ (Lang, 2001; p.11).

“The point” in his argument can be interpreted as the minimum size of necessary
investment and the corporate structure that will support increasing investment. Up to the
economic boom, most Tha business groups had managed to control their business
activity by depending on internal economic resources among the owner-family. However,
after extending their business into more capital-intensive and/or technology-intensive
industries, they had to seek outside sources of corporate finance such as stock market and
overseas project-based syndicate |oans, together with borrowings from commercial banks.
This shift inevitably requires local firms to reorganize their corporate structure and
management style. In short, innovation is the key element for Thai business groups to
continue their growth. In addition to upgrading the business base, economic liberalization
policy also makes it difficult for local firms to maintain the traditional form of family
business when collaborating with foreign partners. This is because foreign investors
turned into competitors rather than good partners for local firms after the liberalization
and this trend will be enhanced in the future. Competitiveness, thus, has become another
key element for Tha business groups.

So how can we integrate the two contradictory elements of the dominance of family
business and the need for corporate reforms in order to revitalize loca firms? The
possible answer may be the introduction of atwo-step approach to corporate restructuring.
That is, place first priority on the promotion of internal control by Thai business groups
themselves, and then gradually introduce legal and institutional frameworks in line with
global standards to regulate loca firms’ activities. With the local stock market not so
attractive to foreign investors and bank borrowings still of great importance to local firms,
it would seem to be less beneficia for Thai companies to adapt directly the Western
concept of good corporate governance without giving careful consideration to the
sequence of necessary policies as well as their adaptability.

If such a two-step approach is acceptable, further study is needed in the following
four fields.
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(1) Explore the relationships between local commercial banks and family business. As
bank loans still play such an important role in fundraising for local firms, we must
investigate more deeply loca commercial banks supervision of debtors and seek
ways to improve banks monitoring role in corporate finance. Before attacking the
weaknesses of the local financial sector, we need to study more the activities of local
commercia banks in accordance with the differences in ownership pattern (State-
owned or family-owned) and corporate type (financial conglomerate or independent
commercial bank).

(2) Conduct more detailed studies of the role of nonlisted companies in relation to the
pyramid structure of family-run business. As the CP Group typically showed,
owner-families frequently exert control over publicly traded companies through their
private holding companies and family-owned investment companies. These
companies, without exception belong to nonlisted companies that are beyond the
reach of postcrisis SET-led corporate reforms. If we hope to discuss the widening gap
between control rights and cash-flow rights among local listed firms, it is necessary to
attempt to grasp the whole structure of Thai business groups, including nonlisted
companies.

(3) Conduct field research not only on ownership patterrs of family businesses but also
on their management structure. It is surprising that there is no reliable information on
the frequency of general meetings of shareholders and the Board of Directors among
listed companies. Further, there is no field research on interrelationships between
controlling shareholders (owner-family), the Board of Directors and the Executive
Committee. On the other hand, internal control by family businesses through
managerial reforms seems to be becoming more and more important. If so, our study
of corporate governance should be extended from the traditional question of who
controls Thai (or Asian) firms to the new question of who manages Thai (or Asian)
firms. Combining the study of ownership patterrs with that of management structure,
we can formulate policiesto revitalize local firms.

(4) Construct a method to evaluate the competitiveness of local firms according to their
contribution to the national economy in addition to market valuation and economic
performance in financial statements (see Woo, Sachs and Schwab [eds.], 2000).
International organizations are inclined to divide listed companies into only two
types: financial sector and nonfinancial sector. Therefore, they seem to neglect the
significant role of the industrial sector in supporting national economic growth But
as long as increases in manufactured exports are still so essential to economic
recovery in Asian countries, it is important to evaluate and improve the industrial
competitiveness of each company in terms of export performance, technology
formation and research and development. Reforms on the narrow basis of corporate
governance alone are not enough to overcome national economic crises or to
reactivate export-oriented industries (see Suehiro, 2000a). In this sense,
competitiveness should be included when we argue for corporate governance of local
firms.
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Diagram 1 SET Index in Thailand (1985-2001)

Diagram 1 SET Index in Thailand 1985—-2001
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Sources. (1) The Stock Exchange of Thailand, Fact Book, various years, 1985-2000.

(2) The Stock Exchange of Thailand, Monthly Review, 1998-March 2001.
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Tablel Leveragefor Eight Asian Economies, Japan, Germany and US: 1988-1996
(%)

Economy 1988 1990 1992 1994 1996  {1988-1996 Av.
Korea, Rep. Of 2.82 311 3.37 353 3.55 3.47
Hong Kong, China 1.83 1.78 1.84 2.27 1.56 1.90
Taipei,China | ... .. 0.88 0.89 0.80 0.82
Philippines | ... .. 1.19 1.15 1.29 113
Thailand 1.60 2.16 184 2.13 2.36 2.01
Malaysia 0.73 1.01 0.63 0.99 1.18 0.91
Singapore 0.77 0.94 0.86 0.86 1.05 0.94
Indonesa | ... .. 2.10 1.66 1.88 1.95
Japan 2.99 2.87 2.04 219 2.37 2.30
United States 0.80 0.90 1.06 1.07 113 1.03
Germany 154 1.58 151 151 147 151
Source: Claessens, Stijn, Simeon Djankov and Larry H. Lang, "East Asian

Corporates. Growth, Financing and Risks over the Last Decades,” World Bank
Policy Research Working Paper No. 2017, Washington, DC, October 1998, p.9.
Note: Leverage means the ratio of debt to self-equity.

Table2 Control of Listed Companiesin Asia and Europe (1997/98): *20% cutoff (%)

Economy Number | wWidely Hedd ~ Family- State- Widely-Held ~ Widely-Held
Various Owned Owned Financial Corporations
Korea, Rep. Of 345 43.2 484 16 0.7 6.1
Hong Kong, China 330 7.0 66.7 14 5.2 19.8
Taipei,China 141 26.2 48.2 2.8 53 17.4
Philippines 120 19.2 446 21 75 26.7
Thailand 167 6.6 61.6 8.0 8.6 15.3
Malaysia 238 10.3 67.2 134 23 6.7
Singapore 221 54 55.4 235 4.1 115
Indonesia 178 51 715 8.2 20 13.2
Japan 1,240 79.8 9.7 0.8 6.5 3.2
France 607 14.0 64.8 51 114 3.8
Germany 704 104 64.6 6.3 8.3 3.7
Italy 208 13.0 59.6 10.3 12.3 29
Spain 632 26.4 55.8 41 115 16
United Kingdom 1,589 68.1 19.9 0.1 9.8 1.0

Sources. (1) Asia: Claessens, Stijn, Simeon Djankov, and Larry H. Lang,

"Who Controls East Asian Corporations?' World Bank Policy Research Working
Paper No. 2054, Washington, DC, February 1999, p.30.

(2) Europe: Faccio, M. and Larry Lang, " Separation of Ownership and Control:
An Analysis of Ultimate Ownership in France, Germany, Italy, Spain and UK "
Working Paper, Chinese University of Hong Kong, 1999.
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Table3A Distribution of 5,000 Firmsin Thailand in Terms of Number,
Classified by Type of Corporation and Nationality: 1997

(Number of Firms, %)

Type of Corporate Total % Thai % Foreign %

Public Limited Company 475 9.5 407 10.3 68 6.4
Private Limited Company 3,771 75.4 3,100 78.6 671 63.5
Limited Partnership 726 145 423 10.7 303 28.7

Registered Ordinary Partnership 15 0.3 14 04 1 0.1

Branch, Local Liaison Office 13 0.3 0 0.0 13 12
Total 5000 100.0 3,944  100.0 1,056  100.0

Table3B Distribution of 5,000 Firmsin Thailand in Terms of Annual Turnover,
Classified by the Type of Corporation and Nationality: 1997

(Million Baht, %)

Type of Corporate Total % Thai % Foreign %
Public Limited Company 2,347,186 32.0 2,016,468 39.2 330,718 15.1
Private Limited Company 4,021,034 54.8 2,820,908 54.8 1,200,126 54.9
Limited Partnership 919,360 125 306,753 6.0 612,607 28.0
Registered Ordinary Partnership 5,366 0.1 5,123 0.1 243 0.0
Branch, Local Liaison Office 40,428 0.6 0 0.0 40,428 19
Tota 7,333,374  100.0 5,149,252  100.0 2,184,122  100.0

Sources: Computed from:

(1) Dun & Bradstreet (Singapore) Pte. Ltd., and Business On-line eds., Top 5,000 Companiesin Thailand
1999/2000 Edition, Bangkok, October 1999.

(2) Suehiro's company database of Thailand 1979-1999.
Note: Foreign-controlled firm means a corporation in which foreign investors hold shareholdings
of 30% and over. Survey by Suehiro on the basis of his own database.
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Table4 Top 40 Thai Business Groups and Listed Companies. Survey in 1997

(Units: Number, Million Baht, %)

Name of Group Type | Group CompaniesB Listed Companies A A/B
Nos. Turnover Nos. Turnover %
1 [Siam Cement Group B 43 193,779 4 76,210 39.3
2 |Bangkok Bank Group A 14 179,795 7 170,980 95.1
3 |CPGroup A 28 174,103 7 96,175 55.2
4 |TCC Group A 36 137,135 2 38,351 28.0
5 |Krungthai Bank Group C 5 133,385 4 132,762 99.5
6 |Thai Farmers/Loxley A 16 132,881 10 119,520 89.9
7 |Siam Commercial/CPB B 15 126,214 6 113,479 89.9
8 |PTT Group C 5 109,883 3 27,355 24.9
9 |Boon Rawd Brewery A 7 101,148 1 1,470 15
10 |Thai Airways C 2 88,337 2 88,337 100.0
11 |Ayutthaya Group A 10 86,706 5 78,048 90.0
12 |TPI/Hong Yiah Seng A 10 60,943 3 44,976 73.8
13 [Siam Group A 20 56,330 0 - -
14 |Tha Military Bank C 4 52,175 2 50,693 97.2
15 |Central Department A 9 42,992 3 23,318 54.2
16 |SahaGroup A 21 38,343 14 32,547 84.9
17 |ltalthai Group A 8 36,373 2 24,648 67.8
18 |Metro Group A 12 35,683 4 19,720 55.3
19 |MMC Sittipol A 3 33,970 1 2,146 6.3
20 |Soon Hua Seng Group A 4 30,795 1 6,465 21.0
21 |Srifuengfung Group A 12 30,775 3 11,969 389
22 |BMB Group A 5 30,587 1 26,371 86.2
23 [Saha-Union Group A 11 28,208 5 18,667 66.2
24 |Osoth/Premier Group A 13 26,130 3 7,277 27.8
25 |Sahaviriya Group A 17 25,939 3 13,568 52.3
26 [Shinawatra (SHIN) A 9 25,853 4 19,719 76.3
27 |Thonburi Phanich A 3 25,669 0 - -
28 |UCOM Group A 2 24,186 1 23,897 98.8
29 |AsiaTPC Group A 2 18,118 1 17,449 96.3
30 |Thai Union (TUF) A 4 16,910 2 9,093 53.8
31 |Land and House A 5 16,107 5 16,107 100.0
32 |Siam Steel Pipe (SPP) A 8 15,551 2 4,401 28.3
33 |Thai Summit A 9 15,509 0 - -
34 |Betagro Group A 8 15,454 0 - -
35 [Mitr Phol Group A 3 14,864 1 8,310 55.9
36 |[Sarasin A 1 12,399 0 - -
37 |TheMall Group A 1 11,890 0 - -
38 |Wanglee/Poon phol A 3 11,212 1 8,936 79.7
39 |Laemthong Group A 7 10,619 0 - -
40 |[Capita Rice/STC A 3 8,439 0 - -
A Single/Multiple Family 34 324 1,531,616 92 844,128 55.1
B Crown Property Bureau 2 58 319,993 10 189,689 59.3
C State Enterprises 4 16 383,780 11 299,147 77.9
Grand Total 40 398 2,235,389 113 1,332,964 59.6

Source: Akira Suehiro, Dataand Analysis of Large-Sized Firmsin Thailand: State Enterprises,
Multinational Firms and Zaibatsu Groups, Institute of Social Science,University of Tokyo,
March 2000, Table 4-6.

Note: Figures of the number of firms and their total turnover of each group came from Suehiro's survey.
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Table5 Development of the Thai Stock Exchange: Annual Transactions,
Number of Listed Companies, SET Index in Thailand (1975-2000)

(Units: Number, Million Baht, Index)

Year Total New Quoted Delisted Annual Market SET
Transaction Capitalization Index
*75/04 9
1975 21 12 559 5,394 84
1976 25 4 993 7,260 83
1977 39 14 26,282 19,232 182
1978 61 22 57,065 33,088 258
1979 69 8 22,450 28,384 149
1980 77 8 6,549 25,522 125
1981 80 3 2,521 23,471 107
1982 81 1 5,878 29,439 124
1983 88 7 9,120 34,794 134
1984 96 8 10,595 47,432 142
1985 97 1 15,334 49,457 135
1986 93 0 4 24,993 75,200 207
1987 109 16 0 122,138 138,155 285
1988 141 32 0 156,457 223,650 387
1989 175 34 0 377,028 659,493 879
1990 214 39 0 627,233 613,515 613
1991 276 62 0 793,068 897,182 711
1992 320 44 0 1,860,070 1,485,020 893
1993 347 55 1 2,201,148 3,325,390 1,683
1994 389 43 1 2,113,861 3,300,760 1,360
1995 416 28 1 1,534,959 3,564,570 1,281
1996 454 40 2 1,303,144 2,559,580 832
1997 431 5 28 929,600 1,133,340 373
1998 418 1 14 855,170 1,268,200 356
1999 392 0 26 1,609,790 2,193,070 482
*2000/06 383

Sources: (1) The Stock Exchange of Thailand, Fact Book, various years, 1985-2000.
(2) The Stock Exchange of Thailand, Monthly Review, Vol. 25, No. 9, January 2000, p.52; do., July 2000.
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Table6 Classification of Ultimate Owners of Listed Companies
in Thailand

Table6A Suehiro's classification by employing the 20% Cutoff Level

FA
f1
f2
f4
5

FW

fwl

fw2

wbl

wcC

xb
XC

Family-owned company

held by a single person belonging to the owner-family with 20% and above

held by an owner-family fully controlled investment company

held by a corporation under the control of the owner family

held by an owner family but another two shareholders belong to different families
Semifamily-owned company

held by a single family when the top shareholder holds less than 20% but combined
shareholdings (individual, investment or group company) of the top three exceed

held by multiple family when the top shareholder holds |ess than 20% but combined
shareholdings of the top three exceed 20% line

20% line

Thai Corporation

held by owner-family controlled commercia bank or financing company

held by commercial bank or financing company

held by Thai corporation with 20% and above

held by shareholders (corporations or family member) who do not

have siginificant controlling rights

Foreign Corporation
held by aforeign financial institution
held by aforeign corporation

held by the State or a State enterprise

Table6B World Bank (Claessenset al. ) Classification

Comparison of Classification Between the World Bank and Suehiro at the 20% Cutoff Level

World Bank Classification Suehiro Classification
1 Families f1, f5, fwl, fw2
2 State S
3 Widely-held financial institutions whb1, wb, xb,
4 Widely-held corporations WC, XC, f2, f4
5 Widely-held various groups wv, xb, wc, 2, f4, fwl, fw2




Table6C Comparison of Ultimate Ownersof Listed Companiesin Thailand in 1996

(1) 20% Cutoff Level Suehiro's survey for nonfinancing companies

World Bank Classification Tota Suehiro Classification Non-finance Tota
Families Owned 40.1 335
Semifamily 17.1 14.7
Families 61.6 * Families Subtotal 57.1 48.2
State 8.0 State 25 29
Widely-held finance ingtitutions 8.6 Finance ingtitutions 45 10.8
Widely-held corporations 15.3 Corporations 19.7 17.3
Widely-held various 6.6 Widely-held various 16.2 20.8
100.1 1000 { 1000
(2) 40% Cut-Off Level
World Bank Classification Tota Suehiro Classification Non-finance Tota
Families owned 14.6 11.6
Semifamily 24.4 20.8
Families 38.9 *Families Subtotal 38.9 324
State 5.4 State 14 2.0
Widely-held finance ingtitutions 12 Finance Institutions 51 11.8
Widely-held corporations 6.0 Corporations 8.1 6.9
Widely-held various 48.5 Widely-held various 46.5 46.9
100.0 100.0 100.0

Note* If two of three shareholders belong to finance institutions, Suehiro's survey classifies
this corporation into finance institutions, not widely-held various groups.

Table6D Yupana's Survey of Listed Companiesin Thailand: 1996

Largest Shareholder Controlling Shareholder
Individual/ Family 197 73.0 One Controlling Sharehol der 223 82.6
Government 9 33 *Individual/ Family 155 574
Foreign Investor 46 17.0 *Government 5 19
More than One Group 12 4.4 *Foreign Investor 35 13.0
Widely-held by 5 1.9 More than One 28 104
Various Groups No Controlling Shareholders A7 174
Tota 270 100.0 Tota 270 100.0

Sources:

(1) Suehiro: Survey by Suehiro at the SET in August 2000; Suehiro company database 1979-1999.

(2) World Bank: Claessens, Stijn, Simeon Djankov and Larry H.P. Lang, "Who Controls East Asian
Corporations ?' World Bank Policy Research Working Paper No. 2054, February 1999, pp. 8, 30.

(3) Yupana: Y upana Wiwattanakantang, " The Equity Ownership Structure of Thai Firms," Institute of Economic
Research, Hitotsubashi University, June 2000 (mimeo), pp. 27-28.

35



Table7 Ownership Pattern of Listed Companiesin Thailand: 1996 Base Y ear
(1) Ownership 20% Cutoff Level (N=448)
Type of Shareholders Finance % Nonfinance % Total %
f1  Owner-family member 1 11 54 151 55 12.3
f2  Owner investment company 2 22 33 9.2 35 7.8
f4  Owner-controlled company 4 44 51 14.3 55 12.3
f5  Multiple family member 0 0.0 5 14 5 11
F  Family-owned (A) 7 7.7 143 40.1 150 335
fwl Singlefamily 5 55 53 14.8 58 129
fw2 Multiple families 0 0.0 8 22 8 18
FW  Semifamily-owned (B) 5 55 61 17.1 66 14.7
wbl Owner family finance inst. 8 8.8 0 0.0 8 1.8
wb  Financial ingtitution 19 20.9 10 2.8 29 6.5
wc Thai corporation 6 6.6 24 6.7 30 6.7
wv  Widely-held various groups 35 38.5 58 16.2 93 20.8
W Widely-held 68 74.7 92 25.8 160 35.7
xb  Foreign financial institution 5 55 6 1.7 11 25
xc  Foreign corporation 2 22 46 129 48 10.7
X  Foreign-owned 7 7.7 52 14.6 59 13.2
s Stateor State enterprise 4 4.4 9 25 13 29
Total 91 100.0 357 100.0 448 100.0
Family-owned (A)+(B) 12 13.2 204 57.1 216 48.2
(2) Ownership Pattern 40% Cutoff Level (N=448)
Type of Shareholders Finance % Nonfinance % Total %
fa Singlefamily/Individuals 0 0 18 5.0 18 4.0
fb  Owner-family various groups 0 0 34 9.5 34 7.6
Family-owned (A) 0 0 52 14.6 52 11.6
fwl Single owner-family 6 6.6 66 185 72 16.1
fw2 Multiple owner-families 0 0.0 21 59 21 4.7
Semifamily-owned (B) 6 6.6 87 24.4 93 20.8
wbl Owner family financia inst. 2 2.2 0 0.0 2 0.4
wb  Financid institutions® 33 36.3 18 50 51 114
wc Thal corporations 2 22 29 8.1 31 6.9
wv  Widely-held various groups 44 484 166 46.5 210 46.9
Widely-held 81 89.0 213 59.7 294 65.6
s State or State enterprise 4 44 5 14 9 20
Total 91 100.0 357 100.0 448 100.0
Family-owned (A)+(B) 6 6.6 139 38.9 145 324

Note: * If two of three shareholders are financial institutions, Suehiro classif

widely-held among financial institutions.

36

esthis corporation into



Table8 Ownership Pattern of Listed Companiesin Thailand: 2000 Base Y ear
(1) Ownership 20% Cutoff Level (N=433)
Type of Shareholders Finance % Non-Finance % Total %
f1  Owner family member 3 35 48 13.8 51 11.8
f2  Owner investment company 2 23 30 8.6 32 7.4
f4  Owner-controlled company 4 4.7 39 11.2 43 9.9
f5  Multiple family member 0 0.0 5 14 5 12
F  Family-owned (A) 9 10.5 122 35.2 131 30.3
fwl Singlefamily 4 4.7 40 115 44 10.2
fw2 Multiple families 1 12 7 20 8 18
FW Semifamily-owned (B) 5 5.8 47 135 52 12.0
wbl Owner family financia inst. 3 35 0 0.0 3 0.7
wb  Financial ingtitution 15 17.4 15 43 30 6.9
wc Thai corporation 7 8.1 24 6.9 31 7.2
wv  Widely-held various groups 20 233 61 17.6 81 18.7
W Widely-held 45 52.3 100 28.8 145 335
xb  Foreign finance institution 19 221 10 29 29 6.7
xc  Foreign corporation 2 23 59 17.0 61 14.1
X  Foreign-owned 21 244 69 199 90 20.8
s Stateor State enterprise 6 7.0 9 2.6 15 35
Total 86 100.0 347 100.0 433 100.0
Family-owned (A)+(B) 14 16.3 169 48.7 183 42.3
(2) Change in Ownership between 1996 and 2000 20% Cutoff Level (N=433)
Type of Shareholders Total 1996 % Total 2000 % Change
f1  Owner family member 55 12.3 51 11.8 -4
f2  Owner investment company 35 7.8 32 7.4 -3
f4  Owner-controlled company 55 12.3 43 9.9 -12
f5  Multiple family member 5 11 5 12 0
F  Family-owned (A) 150 335 131 30.3 -19
fwl Singlefamily 58 129 44 10.2 -14
fw2 Multiple families 8 18 8 18 0
FW Semifamily-owned (B) 66 14.7 52 12.0 -14
wbl Owner family financia inst. 8 1.8 3 0.7 -5
wb  Financia institution 29 6.5 30 6.9 1
wc Thai corporation 30 6.7 31 7.2 1
wv  Widely-held various groups 93 20.8 81 18.7 -12
W Widely-held 160 35.7 145 335 -15
xb  Foreign financia institution 11 25 29 6.7 18
xc  Foreign corporation 48 10.7 61 14.1 13
X  Foreign-owned 59 13.2 90 20.8 31
s Stateor State enterprise 13 29 15 35 2
Total 448 100.0 433 100.0 -15
Family-owned (A)+(B) 216 48.2 183 42.3 -33

Note: Suehiro survey on the basis of SET Company Documentsin 1997 and March 2000.
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Table9 Changesin Ownership Pattern of Listed Companies
between 1996 and 2000

Ownership 1996 Ownership 2000 Finance Nonfinance Total %
f - f 5 109 114 26.9
fw - fw 3 48 51 12.0
f - fw 0 3 3 0.7
S - s 2 9 11 26
wb - wb 9 6 15 35
wb1l - wbl 2 0 2 05
wc — weC 4 19 23 54
wv - wv 15 35 50 11.8
xb, xc — |xb, xc 6 39 45 10.6
No change 46 268 314 74.1
f, fw (FM1) - wb 0 3 3 0.7
f, fw (FM2) - wv 0 2 2 05
f, fw (FM3) - wv 1 16 17 40
f, fw (FM4, FR1) — xb, xc 2 16 18 42
S - wv 1 0 1 0.2
wb - |f, fw 3 0 3 0.7
wb - |wc 1 0 1 0.2
wb - wv 2 3 5 12
wb (FR2) — |xb, xc 2 0 2 0.5
whbl — |others 4 0 4 0.9
wc - wv 1 1 2 0.5
wc (FR3) — |xb, xc 0 3 3 0.7
wv - |f, fw 1 7 8 1.9
wv — |wb 4 5 9 21
wv — weC 2 2 4 0.9
wv — Is 3 0 3 0.7
wv (FR4) — |xb, xc 9 9 18 4.2
xb, xc — |wb 1 3 4 0.9
xb, xc - |wc, wv 0 3 3 0.7
Change 37 73 110 259
Total 83 341 424 100.0
Family-owned — |Others 3 37 40 9.4
(FM1-FM4)
Non-Foreign — |Foreign 13 28 41 9.7
(FR1-FR4)

Note: Survey by Suehiro on the basis of SET Thailand Listed Company 1997

and SET ed.. CD-ROM Listed Company 2000 Q1/Q2.
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Table10 Ownership Pattern and Economic Performance of Listed Companies
in Thailand: 1996-1999 *20% Cutoff Approach, Median

(1) Current Ratio 1996-99 (Times) N =297

Type of Shareholders Number 1999 1998 1997 1996

FA  |Family-owned (A) 122 0.85 0.82 091 1.18

FW  |Semifamily-owned (B) 52 0.71 0.70 0.93 111

WB [Financial institutions 7 0.71 0.61 0.98 117

WC |Thai corporation 18 0.91 0.85 0.85 1.23

WV  [Widely held various groups 46 0.47 0.44 0.69 0.88

X Foreign-owned 45 1.30 0.83 0.92 124

S State or State enterprise 7 1.08 0.93 0.71 1.64
Tota 297

F Family-owned (A)+(B) 174 0.84 0.82 0.92 1.14

(2) Debt/Equity Ratio 1996-99 (Times) N =302

p Type of Shareholders Number 1999 1998 1997 1996
FA  [Family-owned (A) 110 1.45 157 1.89 1.32
FW | Semifamily-owned (B) 45 1.37 1.60 2.39 1.23
WB |Financia institutions 17 0.97 124 161 134
WC [Thai corporation 19 0.88 124 142 121
WV  |Widely-held various groups 57 1.77 221 2.29 154

X Foreign-owned 45 0.84 0.91 153 0.98

S |State or State enterprise 9 1.95 197 4.34 1.68

Total 302
F  |Family-owned (A)+(B) 155 1.45 1.59 1.93 1.30

(3) Return on Assets (ROA) 1996-99 (%) N =348

p Type of Shareholders Number 1999 1998 1997 1996
FA  |Family-owned (A) 127 0.17 212 -10.21 3.37
FW  [Semifamily-owned (B) 55 -0.45 4.83 -8.77 2.48
WB [Financial institutions 19 2.62 0.82 -1.73 2.83
WC [Thai corporation 21 131 287 -11.59 3.50
WV  [Widely-held various groups 66 -0.48 -3.64 -9.97 1.76
X Foreign-owned 50 3.18 3.49 -2.46 4.34
S State or State enterprise 10 -2.43 -0.30 -12.73 1.90
Tota 348
F Family-owned (A)+(B) 182 0.14 2.18 -10.07 3.29

(4) Return on Equity (ROE) 1996-99 (%) N = 307

p Type of Shareholders Number 1999 1998 1997 1996
FA  [Family-owned (A) 110 418 6.27 -15.06 10.18
FW  |Semifamily-owned (B) 45 5.12 14.72 -7.61 6.03
WB |Financia institutions 17 6.14 201 277 891
WC [Tha corporation 19 6.89 6.18 -20.42 9.72
WV  |Widely-held various groups 58 1.76 -2.10 -17.56 5.91
X Foreign-owned 48 5.14 7.20 -5.11 9.47
S |State or State enterprise 10 -5.04 0.58 -47.42 9.71
Total 307
F  |Family-owned (A)+(B) 155 4.41 8.06 -14.65 8.49

Source: Suehiro's survey on the basis of SET (ed.) CD-ROM Listed Company Info (QL/Q2)
and company documents compiled by SET.

Notes: (1) Calculated from company documents carrying serial data from 1996 to 1999, or
available data of three out of four years between 1996 and 1999 concerning a specific item.
(2) Current ratio means <current assets/current liabilities>. Desirable figure is 2.00 and over.
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Diagram 4 Owner ship Pattern and Economic Perfor mance
of Listed Companiesin Thailand: 1996-1999, Median
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Table 11 Ownership Pattern and Type of Business of the REHABCO Companies
in Thailand: 2000 Base Y ear

(1) Ownership 20% Cutoff (N=47, 347)

Code Type of Shareholders REHABCO % Nonfinance %
f1l Owner-family member 7 149 48 13.8
f2 Owner-investment company 4 8.5 30 8.6
f4 Owner-controlled company 5 10.6 39 11.2
f5 Multiple family member 0 0.0 5 14
FA  Family-owned (A) 16 34.0 122 35.2
fwl  Single Family 6 12.8 40 115
fw2  Multiple families 3 6.4 7 20
FW  Semifamily-owned (B) 9 19.1 47 135
wbl  Owner-family financial inst. 0 0.0 0 0.0
wb  Financia ingtitution 4 85 15 43
wc  Thai corporation 4 8.5 24 6.9
wv  Widely-held various groups 10 21.3 61 17.6
W Widely-held 18 38.3 100 28.8
xb Foreign financid ingtitution 0 0.0 5 14
XC Foreign corporation 4 85 59 17.0
X Foreign-owned 4 8.5 69 19.9
S State or State enterprise 0 0.0 9 2.6

Total 47 100.0 347 100.0

Family-owned (A)+(B) 25 53.2 169 48.7

(2) Type of Business of REHABCO (N=47, 347)

Type of Business REHABCO % Nonfinance %
Agribusiness 3 6.4 28 8.1

Building Materials 9 19.1 35 10.1
Chemical 1 21 15 4.3
Commerce 2 4.3 15 4.3
Electrical/Electronics 5 10.6 24 6.9
Foods 1 21 29 8.4
Health 2 4.3 13 37
Jewelry 2 43 4 12
Mining 2 43 3 0.9

Property 13 27.7 44 12.7
Textile 2 43 28 8.1

Others 5 10.6 109 314

Total 47 100.0 347 100.0

Note: REHABCO means a company under arehabilitation scheme of corporate debt restructuring,
and has been ordered by the Stock Exchange of Thailand to stop its stock transactions.
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Table12 Foreign Investorsand Economic Performance of Listed Companies
in Thailand: 1996-1999
*Foreign Investors Owner ship; Nonfinance Companies, Median

(1) Current Ratio 1996-1999 (Times) N = 302

% of Foreign Shareholders Number 1999 1998 1997 1996

FR1 [0-9% foreign ownership 117 0.65 0.71 0.84 1.07

FR2 |10-29% foreign ownership 68 0.90 0.73 0.97 125

FR3 |30-49% foreign ownership 78 112 0.90 0.92 115

FR4 |50% and above foreign ownership 19 0.90 0.82 1.00 1.06

FX |Datanoct available 20 0.81 0.77 0.71 111
Tota 302

REHABCO* 41 0.29 0.33 0.60 0.90

F Family-owned (A)+(B) 136 0.84 0.78 0.93 114

(2) Debt/Equity Ratio 1996-1999 (Times) N = 264

p % of Foreign Shareholders Number 1999 1998 1997 1996
FR1 [0-9% foreign ownership 99 181 1.78 1.98 1.28
FR2 [10-29% foreign ownership 59 124 1.38 182 1.20
FR3 [30-49% foreign ownership 73 0.91 0.97 183 125
FR4 [50% and above foreign ownership 18 117 1.39 164 124

FX |Datanot available 15 1.16 1.36 1.99 1.39
Tota 264

REHABCO* 11 14.06 9.77 2.90 2.30

F  |Family-owned (A)+(B) 120 1.54 1.69 2.01 1.32

(3) Return on Assets (ROA) 1996-1999 (%) N = 306

p % of Foreign Shareholders Number 1999 1998 1997 1996
FR1 [0-9% foreign ownership 120 -2.43 0.65 -11.26 2.36
FR2 [10-29% foreign ownership 68 1.44 3.67 -11.27 3.65
FR3 [30-49% foreign ownership 79 2.70 5.12 -9.02 3.57
FR4 [50% and above foreign ownership 19 214 7.79 -3.72 5.97
FX |Datanot available 20 1.58 -0.41 -8.10 3.27

Total 306
REHABCO* 41 -19.81 -17.98 -30.19 0.30
F Family-owned (A)+(B) 143 0.11 212 -10.73 2.96

(4) Return on Equity (ROE) 1996-1999 (%) N =275

p % of Foreign Shareholders Number 1999 1998 1997 1996
FR1 [0-9% foreign ownership 107 -0.07 2,01 -20.42 5.90
FR2 [10-29% foreign ownership 58 7.45 12.89 -15.14 10.38
FR3 [30-49% foreign ownership 76 531 9.33 -17.75 7.32
FR4 [50% and above foreign ownership 19 5.96 18.08 -8.55 13.53

FX |Datanot available 15 14.72 324 -3.79 9.57
Total 275

REHABCO* 19 -74.15 -96.90 -77.81 0.36

F  |Family-owned (A)+(B) 112 4.30 8.68 -18.99 8.83

Source: Suehiro's survey on the basis of SET (ed.) CD-ROM Listed Company Info (QL/Q2).

Notes: (1) Calculated from company documents that bear serial datafrom 1996 to 1999, or

available data of three out of four years between 1996 and 1999 concerning a specific item.

(2) Current ratio means <current assets/current liabilities>. Desirable figure is 2.00 and over.

(3) REHABCO means a Rehabilitation Company that is under the process of corporate debt restructuring negotiation,
and whose stock transactions have been stopped by the Stock Exchange of Thailand since 1999.

42



Diagram 5 Foreign Shareholdings and Economic Performance

of Listed Companiesin Thailand: 1996-1999, Median
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Table 13 Changein Ownership and Economic Performance of Family-run Type
Listed Companiesin Thailand: 1996-1999 *1996 and 2000 Base Year, Median

(1) Debt/Equity Ratio 1996-99 (Times) N = 155

Type Change in Ownership Pattern 1996-2000 Number 1999 1998 1997 1996
A Family-Owned with no change (f —f) 118 151 1.69 201 1.32
B Family-Owned to Widely-Held (f —w) 19 1.60 2.89 253 131
C Family-Owned to Foreign-Owned (f —x) 18 0.80 0.85 1.35 114

Total 155 1.45 1.59 1.93 1.30

(2) Return on Assets (ROA) 1996-1999 (%) N =182

Type Change in Ownership Pattern 1996-2000 Number 1999 1998 1997 1996
A Family-Owned with No Change (f —f) 142 0.11 243 -9.41 3.23
B |Family-Owned to Widely-Held (f —w) 21 -2.02 1.08 -11.71 3.44
C  [Family-Owned to Foreign-Owned (f —x) 19 3.62 6.56 -15.60 3.22

Total 182 0.14 281 -10.07 3.29

(3) Return on Equity (ROE) 1996-1999 (%) N = 155

Type Change in Ownership Pattern 1996-2000 Number 1999 1998 1997 1996
A Family-Owned with No Change (f —f) 118 4.99 7.55 -9.86 8.03
B Family-Owned to Widely-Held (f —w) 19 -4.86 10.28 -17.52 8.99
C Family-Owned to Foreign-Owned (f —x) 18 6.20 15.69 -27.83 8.49

Total 155 441 8.06 -14.65 8.49

Source: Suehiro and Nate-napha survey on the basis of SET company documents and SET CD-ROM Listed Companies
1999 Q1/Q2, Q3/Q4 and 2000 Q1/Q2.

Notes: (1) Family-Owned with no change includes <F--->f>, <f--->fw>, <Fw--->fw>

(2) Family-Owned to Widely-Held includes <f, fw--->wb>, <f, fw--->wc> and <f, fw--->wv>.

(3) Family-Owned to Foreign-Owned includes <f, fw--->xb> and <f, fw--->xc>.

(4) Employs data of companies of which we can use serial data or datafor at least three years between 1996 and 2000.



Diagram 6 Changein Ownership and Economic Performance
of Family Business: 1996-1999, M edian
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Table14 Minor Shareholdersand Economic Performance of Listed Companies

in Thailand: 1996-1999 *Minor Shareholders 2000 Base Year, Median
(1) Debt/Equity Ratio 1996-1999 (Times) N = 303
Type % of Minor Shareholdings Number 1999 1998 1997 1996
D1 [50% and over by minor shareholdings 6 5.36 10.48 5.81 1.65
D2  [30-49% by minor shareholdings 20 2.92 2.89 1.99 1.18
D2f |30-49% minor: foreign 20% and over 13 2.02 2.00 2.50 1.67
D3  [20-29% by minor shareholdings 35 1.60 1.70 2.02 152
D3f |20-29% by minor: foreign 20% and over 21 154 1.48 1.48 124
D4 [10-19% by minor shareholdings 131 112 124 157 1.15
D5 [1-9% by minor shareholdings 77 1.45 1.55 217 1.35
Total 303
(2) Return on Assets (ROA) 1996-1999 (%) N =344
Type % of Minor Shareholdings Number 1999 1998 1997 1996
D1 |50% and over by minor shareholdings 6 -4.80 -7.02 -17.89 124
D2 |30-49% by minor shareholdings 23 -2.64 -4.46 -2.86 2.28
D2f [30-49% minor: foreign 20% and over 14 -8.64 -1.49 -1.69 3.66
D3  |20-29% by minor shareholdings 40 -1.81 0.51 -8.73 247
D3f [20-29% by minor: foreign 20% and over 24 3.34 0.46 -9.51 3.14
D4  |10-19% by minor shareholdings 149 1.29 3.35 -6.45 4.24
D5 |1-9% by minor shareholdings 88 0.67 161 -8.13 2.39
Total 344
(3) Return on Equity (ROE) 1996-1999 (%) N =303
Type % of Minor Shareholdings Number 1999 1998 1997 1996
D1 [50% and over by minor shareholdings 6 -27.63 -50.04 -58.41 531
D2 [30-49% by minor shareholdings 20 134 -4.47 -4.62 6.38
D2f  |30-49% minor: foreign 20% and over 13 -24.26 -4.12 -2.01 11.42
D3 [20-29% by minor shareholdings 35 -0.12 1.88 -15.33 6.21
D3f |20-29% by minor: foreign 20% and over 21 5.55 -4.58 -17.75 6.23
D4 [10-19% by minor shareholdings 129 4,99 9.33 -9.95 10.29
D5 |1-9% by minor shareholdings 79 3.03 5.08 -18.93 7.35
Total 303

Source: Suehiro's survey on the basis of SET CD-ROM Listed Companies 2000 Q1/Q2.

Notes: (1) Minor shareholder means a shareholder who has stocks comprising less than 0.5% of the total shareholdings.

(2) Calculated from company documents that bear serial data from 1996 to 1999, or available data of
three out of four years between 1996 and 1999 concerning a specific financial indicator.
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Diagram 7 Minor Shareholdings of Thai Listed Companies
and Economic Performance: 1996-1999, M edian
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Table 15 Company Owner ship Patterns and Governence of Thai Listed Companies

Family- Quas- pngia Tha corpo- Widdy-held - gn- State or Chi-square
family- . . various state All
Governance owned owned ingtitution ration qroups owned enterprise Test
Total samplelisted companies: 117 40 31 29 42 51 13 323
% 36.22 12.38 9.60 8.98 13.00 15.79 4.02 100.00
Number Mean 14 14 15 14 21 13 23 15
of directors& Maximum 62 35 29 30 61 43 75 75
executives Minimum 7 6 6 5 8 6 5 5
Independent  Mean 2 3 2 2 3 3 3 2
directors
Separation of Observed 117 40 31 29 42 51 13 323
management  Separate 40.20% 60.00% 51.60% 55.20% 50.00% 41.20% 69.20% 47.70%
and control ~ Not separate 59.80% 40.00% 48.40% 44.80% 50.00% 56.90% 30.80% 52.00%
N.A. 2.00% 0.30% 0.27
Observed 102 38 26 28 35 42 13 284
Family (F) 50.00% 57.90% 19.20% 28.60% 42.90% 19.00% 7.70% 38.70%
Major
shareholder
(MS) 13.70% 7.90% 15.40% 14.30% 17.10% 40.50% 38.50% 18.70%
Financia
ingtitutions
(FI) 2.00% 3.80% 1.10%
CEO/ Related
President type: companies(R)  4.90% 2.60% 23.10% 14.30% 2.90% 4.80% 15.40% 7.40%
originsor past Government
experiences  institution or
State
enterprise 2.90% 5.30% 3.60% 8.60% 2.40% 15.40% 4.20%
Academic
professor (AP)  1.00% 0.40%
Employee
(GM) 8.80% 2.60% 11.50% 7.10% 2.90% 9.50% 7.70% 7.40%
Other private
companies(P)  10.80% 18.40% 7.70% 10.70% 17.10% 21.40% 15.40% 14.10%
N.A. 5.90% 5.30% 19.20% 21.40% 8.60% 2.40% 8.10% 0.00
Family Observed 112 38 29 23 42 48 13 305
member None 20.50% 15.80% 55.20% 43.50% 38.10% 56.30% 92.30% 36.10%
director & At least one 79.50% 84.20% 44.80% 56.50% 61.90% 43.80% 7.70% 63.90%
executive (F)  Mean 3 4 2 2 2 2 0 2 0.00
Major Observed 111 37 29 25 40 51 12 305
shareholder ~ None 50.50% 48.60% 44.80% 32.00% 42.50% 9.80% 25.00% 39.30%
director & At least one 49.50% 51.40% 55.20% 68.00% 57.50% 90.20% 75.00% 60.70%
executive (MS Mean 1 2 2 2 3 4 3 2 0.00
Financial Observed 109 36 29 22 39 44 12 291
institution None 79.80% 77.80% 44.80% 72.70% 76.90% 72.70% 91.70% 74.60%
director & At least one 20.20% 22.20% 55.20% 27.30% 23.10% 27.30% 8.30% 25.40%
executive (FI) Mean 0 0 1 0 0 0 0 0 0.01
Government  Observed 110 36 29 22 41 48 13 299
ingtitutionor  None 40.90% 52.80% 41.40% 40.90% 26.80% 25.00% 7.70% 36.50%
State enterprise At least one 59.10% 47.20% 58.60% 59.10% 73.20% 75.00% 92.30% 63.50%
director &
executive Mean 2 1 2 3 2 1 5 2 0.02
Employee Observed 110 36 29 22 39 47 13 296
director & None 75.50% 75.00% 82.80% 59.10% 56.40% 74.50% 69.20% 72.00%
executive At least one 24.50% 25.00% 17.20% 40.90% 43.60% 25.50% 30.80% 28.00%
(GM) Mean 1 0 1 2 3 0 3 1 0.16
Source: 323 Thai listed companies and 4,945 directors and executivesin March 2000.
Calculated by Nate-napha Weilerdsak. (End notesfollow)
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Table 15 End Notes: Definitions and Explanations

The ownership patterns have been broken into seven categories. family-owned, quasifamily-owned, financial ingtitutions,
Thai corporations, widely-held various group, foreign-owned, and State or State enterprise-owned companies
(see Suehiro).

Observed: indicates the number of companies observed in each cross tabulation. The percentages show the proportion of
Cases.

The last column presents the significant level of the chi-square statistic associated with each cross-tabul ation.
In some instances (separation of management and control, employee executive & director), there are no relationships
between the applications to ownership patterns.

Definition of Variables:

1) Number of directors and executives = Average, maximum and minimum of directors and executives per company.

2) Independent directors, or outside directors are directors who do not have any relations with major shareholders,
managements and concerned persons, and hold less than 0.5% shares of the company. At least two independent
directors are required under the SET rule.
In the table, independent directors who are currently occupying other positions (i.e., chairperson, vice-chairperson,
audit committee) are included.

3) Separation between management and control; 0 = company not separate; 1 = company separate

4) CEO/President type = the origin or past exeperience of CEO; F = family member; MS = mgjor shareholder;
FI =financial institution; R = related company; GV = government institution or State enterprise;
AP = academic professor; GM = employee; P = employed professional or from other private company
CEO/President currently occupying other positions (i.e., chairperson, vice-chairperson, chairperson of executive board)
areincluded.

A number of companies having at least one director and executive from ---

5) family-member (including those who have either blood relation or kinship with the family founders or shareholders);
0=none; 1 = existing

6) major shareholders (nonfamily); 0 = none; 1 = existing

7) financial ingtitutions; 0 = none; 1 = existing

8) government institutions or State enterprises; 0 = none; 1 = existing

9) employees (including internally-promoted genuine employee and mid-career employee) ; 0 = none; 1 = existing

And mean figures show the average number of such directors and executives per company.
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Table16 Ownership/Management Separation and Economic Peformance,
Family-Owned Listed Companies 1996-1999: Data 2000 Base Y ear

Table 16A. Separation of Ultimate Shareholdersand Chair per son/Vice-Chair person
(N=130, 155, 130)

Type Sampling Debt/Equity Ratio, Median
D/E Ratio Number 1999 1998 1997 1996
Family-owned, separation type 27 129 159 192 120
Family-owned, no separation type 68 173 201 222 1.46
Semifamily-owned, no separation type 12 0.99 0.93 1.30 0.80
Family-owned, data not available 23 3.45 2.20 2.23 141
Total 130 1.56 172 2.05 1.30

Return on Assets, Median
ROA 1999 1998 1997 1996
Family-owned, separation type 27 4.83 -8.77 2.53 2.53
Family-owned, no separation type 74 156 5.22 -6.56 3.37
Semifamily-owned, no separation type 13 3.76 4.80 -2.55 5.91
Family-owned, data not available 41 -12.64 -14.23 -20.85 1.27
Total 155 0.17 231 -9.02 2.96

Return on Equity, Median
ROE 1999 1998 1997 1996
Family-owned, separation type 27 3.88 11.82 -25.20 5.74
Family-owned, no separation type 68 5.33 797 -12.64 8.95
Semifamily-owned, no separation type 12 6.64 10.78 -3.45 13.02
Family-owned, data not available 23 -16.88 -2.60 -13.17 7.03
Total 130 441 6.58 -11.53 7.97

Source: Nate-napha Weilerdsak survey on the basis of company documents according to Form 56/1/ in August 2000.
Notes: (1) No separation type means the ultimate shareholder (owner-family member) overlapswith a chairperson

or vice-chairperson of the Board of Directors.

(2) Semifamily-owned means shareholdings by the largest shareholder do not reach 20%, but combined shareholdings
exceed 20%.

Table 16B. Separation of Ultimate Shareholdersand CEO/Presidents (N=130, 155, 130)

Type Sampling Debt/Equity Ratio, Median
D/E Ratio Number 1999 1998 1997 1996
Family-owned, separation type 41 119 159 1.87 1.10
Family-owned, no separation type 53 176 194 231 1.46
Semifamily-owned, no separation type 9 1.09 1.14 174 1.18
Family-owned, data not available 27 1.48 1.73 181 1.19
Total 130 1.56 172 2.05 1.32

Return on Assets, Median
ROA 1999 1998 1997 1996
Family-owned, separation type 27 343 512 -8.77 3.37
Family-owned, no separation type 58 0.61 451 -7.44 3.74
Semifamily-owned, no separation type 9 1.19 1.17 -4.41 4.30
Family-owned, data not available 45 -5.37 -8.50 -18.15 1.36
Total 155 0.17 231 -9.02 2.96

Return on Equity, Median
ROE 1999 1998 1997 1996
Family-owned, separation type 41 5.97 7.98 -7.63 6.62
Family-owned, no separation type 53 3.55 6.11 -14.41 10.30
Semifamily-owned, no separation type 9 273 4.85 -8.14 8.76
Family-owned, data not available 27 1.17 5.55 -4.31 5.90
Total 130 441 6.58 -11.53 7.97

Source: Nate-napha Weilerdsak survey on the basis of company documents according to Form 56/1/ in August 2000.
Notes: (1) No separation type means the ultimate shareholder (owner-family member) overlapswith CEO or president.
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Diagram 8 Separation of Ownership and Control Among
Family-Owned Firmsand Their Economic Performance: 1996-1999

Diagram 8A D/E Ratio

4.00
3.50

3.00
250 —e— Separation

2.00 ./-/ — —=—Non Separation
/\ Quasi—family

1.50 -— \: No available data
1.00

0.50
0.00

1999 1998 1997 1996

Diagram 8B ROA

10.00
500 —&——%

0.00 =~ N
500 | 1999 1998 )§1997 {99 | % Separation

—#— Non Separation
-10.00 Quasi—family
No available data

-15.00

-20.00

-25.00

Diagram 8C ROE

15.00
10.00

A
\ A
AR —

\ —e— Separation
-5.00 —1999— 1908 \ 1997 71199F —=— Non Separation
-10.00 3

Quasi—family
-15.00 \\V// No available data
-20.00
-25.00 \6/

-30.00

51



Table 17 Chairperson of the Board/Executive Member Separation and Economic
Pefor mance, Family-owned Listed Companies 1996-1999: Data 2000 Base Y ear

Table17A WholelIndustry (N=130, 154, 130)

Type Sampling Debt/Equity Ratio, Median
D/E Ratio Number 1999 1998 1997 1996
Family-owned, separation type 58 1.36 155 1.76 123
Family-owned, no separation type 55 1.49 1.86 2.23 132
Family-owned, data not available 17 4.75 2.65 2.29 1.45
Total 130 156 1.72 2.05 132
Return on Assets, Median
ROA 1999 1998 1997 1996
Family-owned, separation type 60 128 6.14 -5.44 3.10
Family-owned, no separation type 60 1.46 3.20 -8.28 411
Family-owned, data not available 34 -17.67 -16.32 -21.41 0.77
Total 154 0.17 2.22 -941 2.96
Return on Equity, Median
ROE 1999 1998 1997 1996
Family-owned, separation type 58 4.18 10.45 -7.63 7.26
Family-owned, no separation type 55 5.44 6.07 -14.14 10.30
Family-owned, data not available 17 -16.88 -10.96 -7.35 453
Total 130 441 6.58 -11.50 7.97
Table17B Agribusiness (N=25, 27, 25)
Type Sampling Debt/Equity Ratio, Median
D/E Ratio Number 1999 1998 1997 1996
Family-owned, separation type 5 154 2.56 3.79 1.79
Family-owned, no separation type 10 1.04 122 191 1.48
Family-owned, data not available 4 14.55 4,78 242 191
Other types of firms 6 0.73 0.94 1.17 0.93
Total 25 1.07 1.25 2.13 1.63
Return on Assets, Median
ROA 1999 1998 1997 1996
Family-owned, separation type 5 3.84 7.46 -10.70 248
Family-owned, no separation type 10 11.07 10.53 252 7.59
Family-owned, data not available 5 -5.80 -8.50 -2.61 0.40
Other types of firms 7 5.09 11.58 -1.17 4.08
Total 27 6.10 6.70 -2.61 3.17
Return on Equity, Median
ROE 1999 1998 1997 1996
Family-owned, separation type 5 6.19 37.42 -51.66 5.27
Family-owned, no separation type 10 19.66 29.54 9.87 15.86
Family-owned, data not available 4 -32.62 -34.72 -5.83 6.84
Other types of firms 6 11.81 21.60 11.46 10.94
Total 25 11.31 22.39 -3.30 8.97

Source: Survey by Suehiro on the basis of company documents compiled by SET.
Note: No separation means a chairperson of the Board overlaps with executive committee member.

52



's3 IUedwiod Buljduwes 1sutefie (948°9€) ainbi1) aleone pasoxe Swi 1) PRUMO-A|ILLe ) YO IYM Ul J03I8S Jo Allsnpul syl saiedipul 4
's91uedwod Buljdwes 1sutefe (949°0¢) 8.nb1) abeone Pasodxe suwiily ub 1o YdIym ul J0308s 10 Asnpulayl sseoipul ¥4 (2)
"017.J SJBSSe U0 UINaJ 8y Bu Iuksouod 66T PUe 966T Usomisg Steak Inoy

J0 1n0 8.y} Joelep B|qe| AR 10 ‘666T 0} 966T WO BIep [B1ISS 1eaq ey} SIawnoop Auedwod woly psre|nded (T) Ss1oN
"0002 ‘666T ‘2661 ‘13S Ag pa|idwos suswnaop Auedwod Jo Siseq ayl Uo ASAINS 01ILBNS 82IN0S

TT¢ 9'9€ 1A 8CT 0SE P10 1 0g
.0 €L¢ S0'9¢- Lv'81- 00 0°00T 0 4 4 V4 swsweulO » Apmer| LT
'l- 00°0¢- 1T 0T'oT- 92¢ e€3¢e L ot 1€ 4 Buysiuing  bup|ng( €
69T IZRA% og’L- GG'.L- 7’6 G'lE € ¢l ce V4 wawdopneq Ausdold| 2
W't 170 0g'q- 92'G- 2'ec 00 4 0 6 | Bunjueg| ¢
(0,744 /STT- S6'v G- 0'SC G279 4 S 8 V4 4 Spo09 pjoyssnoH| T
/6T~ €8'8T- €eor G8'¢e- 0'Gc 00 T 0 1% 4 jded ®dind| <<
G9°¢ o' TT- 08'T- V8'€- 6¢v TL 9 T 14 = Beindwo) % eoueg| L
T00- 29'¢e- v/.'C cee L9T 009 T € 9 V4 uoleuodsuel] | /2
86°C wy- 80 cle 00 8'0€ 0 1% €T S0INBS 8edyleaH| €T
€LC LLTT- 9.7¢ 26'0- 0'Sc 8'Er 1% L o7 V4 = BuiBexoed| 0C
T¢¢ 118 989 ¢co- 00¢c (00774 ] 1T T4 V4 Jeamjood 7 BuiolD ‘ssynxel| 9¢
ey Ge'ee- v'e 9T°0- 00T 00L T YA ot V4 suoedunwwod| 9
629 80°0- OT'ST- €T’o- 00¢c 00C T T S wewdinb3z 7 Alsuysen| 8T
GZ'6 8ET 1CT- /T0 L9T 199 T 1% 9 V4 Wwewureewg| 0T
¥9°¢ 9L'€¢- €L°G STT v'1¢ 7'1¢ € € 1 = sonse|d puesediuByd| v
G9'8 0L'S c0’L T 00S 00S T T c V4 | S30INBS [eUOSSDJOId| €C
9T¢ 8c’'L- /'9- ¢ST €'eq .9 8 T ST | sonundes paouveuld| TT
€T’s yAW4 IET 88°¢C L9T 009 T € 9 V4 Bulysiiond 7 Bunuud| ¢
e[0h7 T€0T- /9T~ 8C°€ 00¢c 0oe 4 € ot Sled pue sSspIpA| 8¢
06'€ or'6- oce oTv v'1¢ L'SE € ] 1 4 8eWwWod| S
/8'S SLT €L¢ VA4 VT 9'8¢ € 9 T aouelnsu| 9T
89°€ VC'ET- 8e'q 125074 £'ee TTT € T 6 4 Abwpuz| 6
9 8¢ €6'T- 0LV 00s 0'Gc 1% 4 8 | sjusuodwo) owoneE| 8
167C 1.8 JASWA 69°'S 1174 28T ] 4 1T = SAOINRBS pPrell B PIOH| ST
IT'E T19°¢- 0.9 0719 V. 199 4 8T /Z V4 sseusnquby| T
G09 cvo /69 €08 L'T¢C 2'¢s S el ec V4 4 sofesenag % pood| T
16V 0L'G- GET- 2e¢’8 00 00g 0 T 4 V4 S10Npo.d eannedeuweyd| TZ
/T8 197 96°¢ 6E'8 00 0'0s 0 4 1% V4 0[S ¥ asnoysepn| 6¢
[40) & 00°0¢- C1'G- e'u 00 £'ee 0 T e Bumuiinf 6T
966T /66T 8661 666T % % ®000C  (@000C (DequnN

(9%) SISS U UINey D/© | @ | ubeiod Auey odwes | y4 | ¥4 ssausng JoadAL apoD

(666T-966T) 101085 Ag po1jIsse|D ‘'SIBSSY U0 UINIY pue JUSWISeAU | uBB oS 8T a|qe L

53



Table19 Comparison of Top Management Between Thailand and

Japan (1999/2000)

Age Distribution Thailand % Japan %

40 and below 1,357 211 na
41-50 2,301 35.8 11 2
51-60 1,771 275 229 31
61-70 751 117 451 62
71 and above 252 3.9 23 3

Total 6,432 100.0 731 100

Final Education Level Thailand % Japan %
Elementary/High School 51 12 37 5
Vocationa School 225 51 8 1
Bachelor 1,732 39.6 632 86
Master/MBA 1,819 41.6 16 2
Doctoral 296 6.8 8 1
Others 247 5.7 30 5

Total 4,370 100.0 731 100

Sources: Thailand: Suehiro and Nate-napha Survey (August 2000); Japan (Inagami [ed.] 2000).
Note: Figures for ages 41-50 for Japan include top executives aged 40 and
below. In the case of Japan, age distribution is classified by 50-59, 60-69, and 70 and above, only.

Table20 Countriesof Graduation of Top Executivesof Thai Listed
Companies
N = 3890 (4940)

Country Number %

Thailand 1,773 45.6
us 1,348 34.7
UK 227 5.8
Japan 141 3.6
Australia 76 20
Taipei,China 45 12
France 42 11
Singapore 33 0.8
People's Republic of China 34 0.9
Canada 22 0.6
Others 149 3.8
Total sample 3,890 100.0
n.a 1,050

Total 4,940

Source: Suehiro and Nate-napha survey in August 2000 at SET.
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Diagram 9 Ownership Restructuring of the CP Group and CPF PLC
Agri-Business Sector (since January 1999)

Charoen Pokphand

Group Co., Ltd. [ Charoen Pokphand Foods PLC 4—| Foreign Investors
| ' |
Core—Business Core—Business Noncore Business
| Shrimp Culture | |  Feedmill/Broiler | | Modern Retail |
66% o Trad Orawn Bangkok Agro— 10% Ek-Chai
*66%) | Culture 99% I Industrial > Distribution
*60%) Products PLC System
81% J Savee Farming |
*69%) 99% || Charoen Pokphand 21% > Lotus Distribution
34% | TS Wattana | (%57%) Northeastern PLC International
*349)
18% Chanthaburi 98% | Bangkok Produce 100% CP
Acquaculture (4.2%) Merchandising PLC Merchandising
Farm
49% CP-KFC 25% . [CP Seven—Eleven |
*37%) Development o
D.01% MAKRO |
| Shrimp Processine | = [100% . | Bangkok Feedmill | @ |28% Makro Holding
(*0%) (40%) (Thailand)
100% Seafoods 100% Charoen Pokphand
%100% Enterprise (x0%) Industry | Others |
48% | Klang 100% Bangkok 26% >l Charoen Pokphand
(+489%) Co., Ltd. (*0%) Livestock Life Assurance
40% Thai Prawn 100% o | Bangkok Farm | 26% >l Charoen Pokphand
(*3096) Culture Center (*0%) Insurance
|100% I CP Agro
19% CP Acquaculture (x0%) Industry 100% .| CPF Investment
(India) (Us)
[100% . | BP Feedmill |
(*0%) 98% > BKP Holding
100% o | Rajburi Feedmill | (USs)
(*0%)
100% | CP Food Products | = [22% | Kinghill Limited |
Put these firms (x0%) o
under the complete 100% CP Food Industry 4% Telecom Asia I
control of CPF (*0%) Export "

Source: Charoen Pokphand Foods PLCL Document compiled by SET.
Note: Percentage: Upper row shows figures in 1999, while lower row in 1998.
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Table 23 Changein Owner ship of Charoen Pokphand Foods PLC
(As of December 1996 and December 1998)

No. Name of Shareholders Dec. 1998 | Dec.1996 Notes
1 Charoen Pokphand Group Co., Ltd. 31.40 33.33 |[Headquarters/investment
of the CP group
*2 DBS Securities Singapore Pte., Ltd. - 17.05 |Development Bank
of Singapore
2 Thailand Securities Depository Co. 29.65 6.52 Mutual fund
for Depositors - foreign institutional investor
3 Thailand Securities Depository Co. 10.01 - Mutua fund
for Depositors - local institutional investor
4 Charoen Pokphand Holdings Co., Ltd. 3.88 - Investment company of
the CP group owners
5 Bangkok Agro-Industrial Products 3.80 5.18 Company of the CP group
PLC listed company
6 CT Progressive (Thailand) Ltd. 3.61 4,77 n.a
7 YingKeelLtd. 2.29 n.a Chinese friend of
the CP group owners
8 Bangkok Produce Merchandising 2.16 n.a Company of the CP group
PLC listed company
9 ThanaHoldings Co., Ltd. 1.79 n.a Investment company of
the CP group owners
10 Bangkok Feedmill Co., Ltd. 152 n.a Company of the CP group
nonlisted company
Subtotal of the top five 78.74 66.85
Shareholdings by the CP group 48.16 38.51
Paid-up Capital (Million Baht) 1,744 1,200
Total Assets (Million Baht) 40,399 21,967
Total Liabilities (Million Baht) 20,522 12,856
Debt/Equity Ratio (%) 1.04 1.66
Net Profit Margin (%) 8.21 521
Return on Assets (%) 20.35 6.18

Notes: Suehiro survey on the basis of two documents.

(1) Company documents compiled by SET, Charoen Pokphand Foods,
Annual Report 1999, p.37
(2) Alpha Research Co., Ltd,. Thailand Listed Company 1997, p.80.
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Table 25A Ownership Structure of the SHIN Corporation PLC

Shareholders *2000/3 *1999/2 *1997/10 *1996/8 *1995/8

Thaksin and Pochana Chinawat 36.88 48.75 48.75 48.75 48.75
Banpot Damaphon* 491 4.91 1.69 147 147
Ample Rich Investment (SG) 11.88 - - - -
Singapore Telecom Pte Ltd. 5.48 5.48 5.47 5.47 8.64
American International Assurance 3.15 3.71 4.06 4.68 4.75
HSBC (Singapore) Nominees 3.88 2.50 1.83 1.90 131
Chase Nominees Limited 277 2.04 281 1.95 1.09
State Street Bank & Trust 142 3.27 2.79 2.78 1.49
Lloyds Bank Secs Services - 2.05 - - -
Deutsche Borse Clearing AG - 1.94 - - -
Littledown Nominees 1.23 - - - -
Ms. Duangta Wongpakdi - - 4.33 4.33 4.33
Bangkok Bank PLC - - 0.58 0.58 051

Total 71.60 74.65 72.31 71.91 72.34
Thaksin Chinawat Group 53.67 53.66 50.44 50.22 50.22
Foreign Investors 17.93 20.99 16.96 16.78 17.28
Thai Investors 0.00 0.00 491 491 484

[Notes: (1) All equity shares held by Thaksin and Pochana were transferred to their

eldest son, Phanthongthae Chinawat, their daugther, and Banphot by the end of 2000
because Thaksin became the Palitical Party leader of Thai Rak Thai.

After the general elction in January 2001, Thaksin was appointed Prime Minister .
(2) Banphot is ayounger brother of Pochana Chinawat.
(3) Ample Rich Investment is a Thaksin fully-owned investment firm in Singapore.
Source: Company documents of SHIN Corporation Baep 56/1 End of 1999,

compiled by SET Investor Service Center (in Thai), pp.102-103.

Table 25B Capital Increase of SHIN Corporation PLC: 1983-2000

(Unit: Million Baht)

Month/Y ear Registered Capital Paid-in Capital
* June 1983 20 20
*November 1989 50 50
* January 1990 180 180
* August 1990 210 210
*May 1991 220.5 220.5
*May 1991 231 231
* August 1991 693 693
* January 1994 3,000 1,366
*March 1999 3,000 2,772
*March 2000 5,000 2,937

Source: Same as Table 25A
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Diagram 11 Ownership Structure of the SHIN (Shinawatra) Group
(Asof March 2000)

Taksin &
Its Family

*53.67%
SHIN
Shenington 4*100% Corporation
Investment PCL
*42% *55.71% *99.99%
A A v
SHIN < Advanced SHIN Shinawatra
*99%| International Info Service Satellite Infomedia
Co., Ltd. PLC PLC Technology PCL
w*51%
Laos Advanced CS »| Teleinfomedia
*49%| Communications *100%) Wireless Communications *51% Co., Ltd.
Co., Ltd. "l _Co., Ltd. Co., Ltd.
V¥ *80%
Cambodia Advanced CS > SC Matchbox
¥100%| Shinawatra *100%; Paging Telephone *75% Co., Ltd.
Co., Ltd. Co., Ltd. Co., Ltd.
Isla
*30%| Communications Shinawatra
(Philippines) »| Datacom
*27.87%| Co., Ltd.
Fas Sale
*33% (India)
Microwave
*40% Communications
> (India)

Note: Suehiro survey on the basis of company documents submitted to SET
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