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Corporate Governance

Rapee Sucharitakul

ABSTRACT

The existence of good corporate governance for listed companies who have raised
a significant amount of funds from the public has gained much attention from market
participants. The increased interest in this topic both from the practical and academic
perspective is easy to understand. Shareholders in a publicly listed companies are not
usually involved in the day to day management of the company and the only way in which
they can influence any decisions of that company will be either through decisions of board
of directors or through shareholders’ meeting which, in absence of any exceptional
circumstances, is held once a year. Yet it is the shareholders who will have to bear the
economic consequences of any mismanagement that occurs in that company. Good
corporate governance in a company will therefore provide a certain level of assurance to
the shareholders that their interest in the company will be safeguarded.

But what exactly is a necessary ingredients for good corporate governance? For
the purpose of this paper good corporate governance has been identified as comprising the
foliowing considerations;

» Respect for shareholders’ rights.

» Fair and equitable treatments for all sharehoiders.

+ Responsibility and accountability of board of directors.
+ Transparency in operation and disclosures.

« Fair and equitable treatment for interested parties.

There are many factors in corporate structure in the Asian economies that may not
lend itself to the attainment of those considerations. One of the most fundamental issues
being structure of shareholdings. A great number of companies listed on the Stock
Exchange of Thailand, for example, evolved from family businesses with large and
concentrated group of inside shareholders. In addition, these companies will have only a
small proportion of shares being held by outside investors. With such corporate structure it
is likely that interest of major shareholders will take precedent over minority shareholders
and there will be precious little that minority shareholders can do at the general meeting to
protect their interest as they are likely to be outvoted on many important issues. To
compound the problems minority shareholders are usually retail investors and are highly
fragmented in exercising their voting rights.



Another structural problem lies in management structure. Corporations that have
large inside shareholders tend to have management that is a reflection of shareholding
structure with few and weak outside directors who could effectively perform the role of
check and balance.

Such corporate structures have resulted in poor corporate governance whereby
both internal and external check and balance cannot properly function. Already we have
seen many examples ranging from fraud and embezziement to actions that seem to have
total disregard to minority shareholders’ interest amongst listed companies in Thailand.

To resolve some of these problems there must be both direct and indirect measures
for long term development. Proposals have been put forward to amend the Public Limited
Company Act in order to give more power to small minority shareholders with respect to
their ability to inspect the affairs of the company or to cail for a generai meeting.
Disclosures concerning proposed agenda for the shareholders’ meeting and implications of
the issues being proposed must also be explained and distributed prior to the meeting.
Another important issue in the new draft amendment is the clarity in directors’ responsibility
and also ways in which aggrieved minority shareholders can seek compensation. It is
hoped that through these amendments there will be growing awareness on the rights of
shareholders will lead to effective shareholder activism.

As for indirect measures there must also be training and educational campaign for
directors and management on the concept of what is good governance. On the investors
side effort is already under way to increase percentage of institutional investors both in the
form of mutual fund and long term pension fund, who in turn, will use their voting rights and
force companies to improve on good corporate governance standards.
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