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Abstract 

This paper examines the firm-specific determinants and outcomes of initial public offerings (IPOs) in 

Thailand using data on 5,228 private and newly publicly listed firms between 2001 and 2007. We use 

the listing requirements of the Stock Exchange of Thailand (SET) to identify all private firms 

compulsorily registered with the Department of Business Development, Thai Ministry of Commerce 

that are potential IPOs. Analysis of the determinants of IPOs reveals that firms that are younger, larger, 

more leveraged and with lower interest rates from borrowing are more likely to list. Analysis of post-

IPO performance suggests that Thai firms going public succeed in lowering their borrowing rates, and 

that unlike comparable findings elsewhere, profitability does not decline after listing. However, 

despite these findings, the rate of listing in Thailand remains relatively low, and the paper 

hypothesises that relatively high listing costs and the availability of alternative cheaper debt financing 

sources, the large shares of foreign subsidiary and small and medium-sized business operating in 

Thailand, along with market and political instability and cultural factors act against Thai IPOs.  
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1. Introduction 

The decision to ‘go public’ is an important process in the company lifecycle. By making an initial public 

offering (IPO) of shares when companies go public, firms can raise external equity finance to fund 

growth and expansion, provide cash out opportunities for entrepreneurs, and diversify their sources 

of finance. Concomitantly, through the more efficient allocation and transfer of capital, IPOs enhance 

financial development and promote economic welfare. Accordingly, the efficiency of the IPO process 

and the performance of the companies that have gone public have been a long standing focus of 

academic research and a matter of interest for practitioners and regulators alike.  

In this paper, we attempt to explain the decision of Thai firms to go public and examine their post-IPO 

performance. We analyse the determinants of IPOs by comparing the pre- and post-IPO 

characteristics of private firms. Outside the Italian study of Pagano et al. (1998), this paper is only the 

second to provide evidence on the IPO decision and its motivations while the candidate firms remain 

private. We also provide further insight into the contention by Singh (1995) that emerging market 

firms go public to finance future investment and the future growth of assets rather than the more 

typical argument that firms go public to rebalance their capital structure following periods of high 

investment and rapid growth.  

We employ two samples of 5,118 Thai private firms and 110 IPO firms over the period 2001–2007 in 

this study. The sample of private and IPO firms are used for prediction about the firm-specific 

variables that influence the likelihood of an IPO whereas the sample of IPO firms alone is used for 

predictions concerning the likely outcomes of an IPO. The Thai IPO market represents an interesting 

context for this purpose, especially from an emerging market perspective. Following the 1997 Asian 

financial crisis, before which mainly mature firms went public in Thailand, the number of IPOs grew 

steadily from 2001 owing to the increase in the number of young, potential growth firms going public. 

In part, this was a response to Thai government policy becoming heavily orientated towards exchange 

equity markets with tax incentives of a corporate tax reduction of 5 percent (from 30 percent) for five 

consecutive years post-listing.  

The Stock Exchange of Thailand (SET) also had a role to play in attempting to make IPOs more 

attractive, progressively weakening its listing requirements in 2003 and again in 2005. Moreover, the 

SET more generally adjusted the retained proportion of shareholder distribution to 20 percent of 

paid-up capital and amended the definition of retail shareholders to include those who either do not 

have the power of control or who do not exercise administrative power through strategic 

shareholdings. The expectation was that this amendment would create greater opportunities for 

retail shareholders to take a role in listed companies and further increase the liquidity of the Thai 

market (SET 2001a), thereby enhancing the prospects for successful IPOs. 
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However, despite these efforts, and as shown in Figure 1, the Thai IPO market peaked in volume and 

value as early as 2005 and went into decline well before the impact of the current financial crisis 

became more broadly felt. Even incorporating the peak years for IPOs in 2005 and 2006, the Thai 

market has lagged behind many comparable Asia-Pacific markets in terms of growth in the number of 

listed firms. In evidence, while the annual geometric growth rate of listed firms in Thailand (5.19%) 

over the period 2000–2008 exceeded the Philippines (0.08%), Taiwan (3.31%), Indonesia (3.67%) and 

Malaysia (2.99%), it lagged well behind other emerging markets, and indeed many developed 

markets, in Hong Kong (6.49%), Singapore (7.98%), Shenzen (6.52%) and Korea (22.90%). While 

market factors undoubtedly have a role to play over this long period, if we hold these influences 

constant by considering firms in Thailand alone, it is of interest what firm-specific factors affect the 

probability of listing and the outcomes expected and attained. More particularly, what insights may 

this provide for alternative reasons for the relatively low rate of IPOs in Thailand, despite the 

apparent best efforts of governments, regulators and market organisations?   

Figure 1. Volume and value of Thai IPOs, 1997–2007 
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The organization of the paper is as follows. Section 2 briefly discusses business in Thailand, the 

process of going public and the SET. Section 3 briefly reviews the theories and empirical evidence on 

the motivations for and the outcomes of IPOs. Section 4 presents the sample and describes the 

empirical methodology and Section 6 discusses the empirical results. Section 7 provides some 

concluding remarks. 
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2. Thai business, markets and the IPO process 

To establish a business in Thailand, a number of procedures must be followed, including submitting 

the relevant documents and paying registration fees at the Department of Business Development 

(DBD) of the Thai Ministry of Commerce. As elsewhere, the Thai corporate sector has three common 

forms of business organization: sole proprietorships, partnerships and limited companies (including 

private and public limited companies) (DBD 2008a; BOI 2009). A sole proprietorship is a business 

owned by a single person with unlimited liability, while a partnership is characterized by the liability of 

the partners. A private limited company is one whose shares are subscribed to of which at least 25 

percent must be paid up. There is no minimum level of capitalization. In Thailand, the Civil and 

Commercial Code govern a private limited company whereas a public limited company, or one 

established for offering the sale of shares to the public, is subject to the Public Limited Company Act 

of 1992. The rules and regulations concerning the procedures of offering shares for sale are regulated 

by the Securities and Exchange Act of 1992 under the control of the Securities and Exchange 

Commission (SEC). A firm with ordinary shares listed on the SET or its Market for Alternative 

Investments (mai) is known as a publicly listed company (hereafter “listed company”). 

A private limited company with at least 300 million baht (USD/THB35) of paid-up capital seeking to go 

public and list on the SET has to first register the business as a ‘Public Limited Company’ at the DBD 

(SET 2008a). The company is then eligible to apply for approval of the public offering at the SEC and 

consequently files a listing application with the SET. A company also can also simultaneously submit 

public offering and listing applications to the SEC and SET, a process known as ‘Parallel Listing’. In this 

paper, we take “going public” (the first process) and “listing” (the second process) as essentially the 

same, although there are some technical differences (see Figure 2). In practice, most Thai private 

limited companies apply to go public at the SEC and subsequently list on the SET. Therefore, the SEC 

and the SET regulate the parallel going public and listing procedures. After all required documents and 

information has been submitted to the SEC and SET, the consideration of going public and listing 

applications is normally completed in about 30–45 days. From first application to issue date generally 

takes two to three months; however, this can be as long as a year (SET 2008a).  



 4 

Figure 2. Parallel ‘going public’ and ‘listing’ procedures in Thailand 
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stock, depository receipts, unit trusts, warrants and derivative warrants and transferable subscription 

rights. Trading of common stocks, however, dominates all other securities. By the end of 2007, the 

number of common stock issues had grown to 491 alongside 10 issues of preferred stock, 1 

depository receipt, 8 unit trusts, and 71 warrants of various types; a total of 581 individual securities. 

The market value traded reached 6,636,068.73 million baht with a daily average turnover of 

17,097.05 million baht over the same period. Currently, the SET is the fourteenth-largest market by 

capitalisation in the Asia-Pacific, and thirteenth largest in terms of the number of listed companies 

and twelfth fastest by turnover velocity (WFE 2007). 

3. Past research  

The decision to go public is complex and not easy to incorporate in a single hypothesis, nor discuss 

comprehensively in a brief review. However, like all other aspects of corporate financial decision-

making it involves the relative evaluation of costs and benefits, both from a financial perspective and, 

more broadly, its influence on firm strategic behaviour and corporate governance (Pagano et al., 

1998). Starting with costs, the IPO literature discusses both direct costs, including underwriting costs 

and professional advising fees, and the indirect costs of going public, such as adverse selection costs, 

increase disclosure requirements and public scrutiny.  

First, the initial and subsequent expenses associated with an IPO can discourage companies from going 

public (Ritter, 1987; 2003). Going public generally implies considerable direct costs, including 

underwriting costs, other professional fees and so on. However, as these direct listing expenses does not 

generally increase proportionally with the size of the IPO, it is generally more cost-effective for larger 

firms to list. In terms of indirect IPO costs, the two main influences are adverse selection and the loss of 

confidentiality. First, adverse selection occurs when (some) investors are less informed than the issuers 

about the true value of the firm going public, and this is argued to cause underpricing (Leland and Pyle, 

1976; Rock, 1986; Chemmanur and Fulghieri, 1999). This makes the cost of going public prohibitively 

high in contexts where information asymmetry prevails, especially small, start-up companies and those 

firms in emerging markets.  

Second, Campbell (1979) first highlighted the loss of confidentiality as a determinant of the firm going 

public in that the information disclosure entailed harms the competitive advantage of the listed 

company in terms of future projects and marketing strategy. Moreover, companies that report lower 

incomes to take advantage of tax minimization schemes prefer to keep this information confidential 

and therefore they are less likely to go public. Yosha (1995) also suggests that companies with higher 

information sensitivity more often deter from an IPO as a source of finance as the costs of information 

disclosure are excessive. R&D may also have a role to play, and Maksimovic and Pichler (2001) 

provide empirical evidence about the link between technological innovation and IPOs and conclude that 

the timing and occurrence of IPOs depends critically on the industry.  
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A large number of factors have also been proposed to account for the benefits of going public. First, 

Chemmanur and Fulghieri (1999) argue that the firm’s choice of going public is about broadening their 

investor base to raise capital and Ritter and Wealth (2002) suggest that most firms go public primarily 

to raise new capital for growth. Kim and Weisbach (2008) examine IPOs from 38 countries and find 

that almost all firms raise a substantial amount of new capital in the IPO, but the new funds raised in 

the IPO are used for several purposes in addition to financing growth, such rebalancing leverage and 

increase cash balances. Second, the IPO may serve to help overcoming borrowing constraints. 

Entrepreneurs with relatively limited personal wealth often establish high-growth firms or they may 

dislike investing more of their own funds. Simultaneously, when there is a sizeable time lag between 

investment in new projects and cash generation, debt financing may not be suitable. According to Myers 

and Majluf’s (1984) pecking order theory, firms will first deploy internal equity to meet their financing 

needs, then external debt and lastly external equity.  

Third, the IP process may provide financial flexibility and greater bargaining power with lenders like 

banks. By gaining stock market access and in the process of disseminating information to investors, 

firms encourage competition for outside financing and generally receive a lower cost or larger amount 

of credit (Rajan, 1992). Huyghebaert and Hulle (2006) also suggest that going public is one way of 

enhancing flexibility in financing. Fourth, Amihud and Mendelson (1986) and others conclude that 

exchange listing enhances stock liquidity, which in turn increase firm value. Maug (1998) argues that 

stock liquidity is valuable for managerial incentive schemes and argues for a positive correlation between 

liquidity and external monitoring. Likewise, Pagano and Röell (1998) suggest that high-investment 

companies are more likely to go public unlike smaller firms that choose to avoid the diffusion of post-

listing stock ownership (Booth and Chua, 1996; Bolton and von Thadden, 1998; Mello and Parsons, 

1998).  

Fifth, risk sharing and portfolio diversification is another important motivation for going public, see 

Pagano (1993), Stoughton and Zechner (1998), and Chemmanur and Fulghieri (1999). This line of 

research suggests that riskier firms are more likely to go public Evidence provided in Meulbroek 

(2001) supports the argument that owners of high-risk firms will offer a sizable fraction of their 

shares. However, because risk falls, we expect a reduction in the profitability of firms post-listing, and 

this phenomenon is consistent with various studies of developed markets, see, for instance, Degeorge 

and Zeckhauser (1993), Mikkelson et al., (1997), Jain and Kini (1994), Pagano et al., (1998), and Pástor 

et al., (2009).  

A sixth benefit of going public is a lower cost of capital. For example, the trade-off theory implies that 

firm go public to achieve an optimal capital structure and to lower their cost of capital [see Scott 

(1976) and Modigiliani and Miller (1963)]. Myers and Majluf (1984) provide the pecking order theory 

and support the going public theories of increase capital funds, debt and equity.  Holmstrom and 

Tirole (1993) argue that firms can reduce their cost of capital by obtaining cheap financing directly 
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from the capital markets while Diamond (1991) and Holmstrom and Tirole (1997) suggest that a firm 

with a high fraction of external intermediated finance are more likely to go public. Seventh, Zingales 

(1995) argues that going public can maximize the total proceeds from eventual sale of the firm. For 

instance, Pagano et al (1998) provide empirical evidence from Italy that control turnover increased 

post-IPO. 

An eighth benefit of going public is that an IPO on a stock exchange plays the role of advertising the 

firm and improves its recognition among a  larger set of investors and stakeholders. Merton (1987) 

explores this aspect in context of the capital asset pricing model with incomplete information and 

shows that the greater the numbers of investors aware of the company’s securities, the higher the 

stock price.  Ninth, Zingales (1995) argues that an IPO is also a first step in the owner’s exit strategy. 

The owner maximizes the total proceeds from the firms’ eventual sale by selling part of the cash flow 

rights in the IPO, and the ownership control rights at the later stage. Black and Gilson (1998) also 

model the IPO decision as an opportunity for the venture capitalists to cash out their investments.  

Tenth, Lyandres et al. (2009) argue that firms go public primarily to pursue an efficient merger and 

acquisition (M&A) strategy. They assume that a private firm is uncertain about the precise value of its 

capital. An IPO removes this valuation uncertainty and allows the firm to exercise its restructuring 

options optimally with cash or stock financing for acquisitions. Consistent with this theory, Celikyurt et 

al. (2007) find that there is a high incidence of M&A activity among newly public firms in the US, and 

that the amount post-IPO acquisitions is positively related to the degree of valuation uncertainty and 

market conditions. Brau et al. (2003) argue that an IPO allows firms to create publicly trade shares 

that can be used as a currency for growth through M&A. Further, Brau and Fawcett (2006) suggest 

that the primary motive for going public is to facilitate acquisition.  

Eleventh, monitoring is viewed as a benefit in some IPO models. Jensen and Meckling (1976) argue 

that the firm commits to meet the regulations and disclosure requirements of the stock exchanges 

that increase transparency, lower agency costs between managers, and majority shareholders and 

facilitates better corporate governance. However, Maksimovic and Pichler (2001) argue enhanced 

transparency forces the firm to disclosure crucial information that may be an advantage to its 

competitors. Holmström and Tirole (1993) also construct a model to explain how stock market may 

provide managerial discipline. Further, the shareholders of public firms can use the information 

embodied in stock prices to design more efficient compensation schemes for management, for 

example, by indexing their salaries to the stock price or by offering stock options (Holmström  and 

Tirole, 1993; Schipper and Smith, 1986).  

Finally, firms ‘recognizing’ that listed companies in their industry are overvalued also have an 

incentive to go public (Ritter, 1984).  Merton (1987) predicts that an increase in investor recognization 

and shareholder base lowers the firm’s cost of equity and increase its value. For instance, Bancel and 

Mittoo (2001) conclude that European CFOs consider enhanced visibility and investor recognization as 
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the most important benefit of listing on foreign exchanges. Maksimovic and Pichler (2001) model 

going public as the firm’s strategic choice to gain the first-mover advantage in the product market. 

The public trading of stock enhances the firm’s visibility, reputation, and credibility, enabling the firm 

to raise capital for growth but also forcing the firm to disclose sensitive information that may be 

valuable to its competitors, especially in high-tech industries. 

For the most part, it is difficult to incorporate these often-conflicting hypotheses in a single study. The 

main objective of the current study is to instead take advantage of the limited data available, and use 

these to proxy most, but not all, of the costs and benefits of an IPO from the firm’s perspective.  

4. Sample and methodology 

4.1 Sample 

In Thailand, like other emerging markets, financial information on private firms is not easily obtained. 

However, the presence of the DBD’s Business Registration System enables us to develop a unique 

data set for those firms that have qualified for the IPO listing requirements of the SET but may or may 

not have listed. To analyse the firm-specific determinants and outcomes of IPOs, the sample is 

categorized into two sample groups: (a) private firms and (b) IPO firms. The selection criteria used for 

constructing the private and IPO samples are as follows. 

We define private firms as non-financial ‘Company Limited’ registered firms in Thailand registered 

with the DBD. These firms are in principle eligible to transform to ‘Public Company Limited’ registered 

firms in order to raise capital from going public and technically satisfy the IPO listing requirements to 

list on the SET. The data is extracted from the DBD business registration database. The DBD database 

contains information on the four forms of business organization in Thailand (sole proprietorships, 

partnerships, private limited companies and public limited companies), including business registration 

profiles, financial statements and shareholders by nationality.  
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Table 1. Summary SET listing criteria, 2001–2007 

Criteria 2001 2002 2003 2004 2005 2006 2007 

Years of operation ≥ 3 ≥ 3 ≥ 2 ≥ 2 ≥ 3 ≥ 3 ≥ 3 

Paid-up capital, 
millions of baht 

≥ 200 ≥ 200 ≥ 200 ≥ 200 ≥ 300 ≥ 300 ≥ 300 

Shareholder’s equity, 
millions of baht 

≥ 200 ≥ 200 ≥ 200 ≥ 200 ≥ 300 ≥ 300 ≥ 300 

Net profit, millions of 
baht 

≥30 or sales 
≥2,000 or 
market 
capitalisation 
≥1,500 

≥30 or sales 
≥2,000 or 
market 
capitalisation 
≥1,500 

>0 >0 
≥30 or ≥50 
combined past 
2–3 years 

≥30 or ≥50 
combined past 
2–3 years 

≥30 or ≥50 
combined past 
2–3 years 

 

The sample comprises those firms that satisfy the IPO listing requirements in each year between 2001 

and 2007 (Listed Companies Development Department (2008); Listing and Disclosure Department 

(2008); SET (2000)). During this time, the SET imposed about 13 listing requirements. These 

requirements, both quantifiable (e.g. paid-up capital) and non-quantifiable (e.g. audit opinions) were 

modified several times during the study period. Unfortunately, the only information publicly available 

in the DBD database is extracts of the financial statements. Therefore, only the quantifiable 

requirements for listing could be applied for the sampling criteria. However, we did limit the sample 

to ‘Company Limited’ registered frms. This is because while ‘Partnership Limited’ registered firms may 

satisfy the quantitative criteria their ownership structure precludes listing. The listing requirements 

for the selection of private firms are summarized in Table 2.  

Table 2. Population and sample distribution of private and public firms, 2001–2007 

Year 
Non-IPO  

% included 
IPO  

% included 
Total 

% included 
Total Sample Total Sample Total Sample 

2001 480 480 100 4 4 100 484 484 100 

2002 691 691 100 12 11 92 703 702 99 

2003 1,177 1,177 100 19 18 95 1,196 1,195 99 

2004 1,288 1,288 100 31 30 97 1,319 1,318 99 

2005 672 672 100 31 30 97 703 702 99 

2006 693 693 100 11 11 100 704 704 100 

2007 117 117 100 7 6 86 124 123 99 

Total 5,118 5,118 100 115 110 96 5,233 5,228 99 

 

We define the IPO firm sample as ‘Public Company Limited’ registered firms that were completely 

approved as going public by the SEC and that subsequently or concurrently listed stocks on the SET. 

The data is from two main sources: the dates of firm establishment and most financial data are again 

from the DBD business registration database while the list date and the remaining financial data are 

from SETSMART (SET Market Analysis and Reporting Tool). This web-based application provided by 

the SET seamlessly integrates the various sources of Thai listed company data, including listed 

company profiles, historical stock prices, indices and news. In all, 115 IPOs took place on the SET from 

2001 to 2007. However, five listings were removed from the sample because of incomplete financial 
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data. Together, based on these selection criteria, the final sample comprises 5,228 firms operating 

between 2001 and 2007, including 5,118 private firms and 110 IPO firms. Table 2 provides details of 

the distribution of the firm samples.  

4.2 Explanatory variables 

Using the available financial statement information and registration profiles of the private and IPO 

firms we draw on the extant literature to define two sets of explanatory variables to (i) explain the 

decision to go public, and (ii) the outcomes from going public. First, firm age (AGE) has been used as a 

proxy for the uncertainty of firms in their future profitability (Pástor and Veronesi, 2003; Boehmer 

and Ljungqvist, 2004). Generally, these studies propose that younger companies are more uncertain 

about their future profitability and hence less interested in going public. Our hypothesis is that 

younger firms are less likely to go public and define the age of firms as the number of year between 

its founding and the date eligible to list on the market. 

Second, the size of the firm (ASS)—as measured by total assets—may both exert an influence on the 

decision to go public and affected by this decision. The rationale for this relationship is that larger 

firms are better able to avoid financial distress by using organised equity markets (Goktan, Kieschnick 

and Moussawi, 2006). Chemmanur and Fulghieri (1999) also suggest that size acts as a proxy for 

reputation such that a small independent company will find that it is difficult to become known to the 

investing public, and thus incurs a large adverse selection cost in selling equity. Therefore, we expect 

that smaller firms are less likely to go public. In terms of the outcomes of the IPO, we hypothesise that 

firms going public consequently raise capital to fund growth and increase their assets. Therefore, we 

expect that the total assets of IPO firms will increase and we hypothesise a positive coefficient. 

Third, growth (GRW)—measured by the growth rate of sales—may also be a determinant and 

outcome of an IPO. This is especially true for potentially high growth firms that are often restricted by 

financing constraints, such as cash flow, and so firms go public to raise capital for growth (Ritter and 

Welch, 2002). In terms of outcomes, Kim and Weisbach (2008) argue most firms raise new funds in 

the IPO, and these funds are used for several purposes, including funding growth. Therefore, we 

hypothesise that firms with high growth are more likely to go public and that growth will increase 

after going public. Positive coefficients are hypothesised.  

Fourth, we use total debt over total assets as a measure of leverage (LEV). In general, we expect that 

firms with higher leverage are more likely to go public. For example, Kim and Weisbach (2008) suggest 

that most firms raise new funds in the IPO, and these funds are used for several purposes, including 

the reduction of leverage. Our hypotheses are that firms with high leverage are more likely to go 

public and that the leverage of IPO firms decreases after firms go public. We expect positive and 

negative signs on the estimated coefficients, respectively.  
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Fifth, the effect of profitability (ROA)—measured by the return on assets—where ROA is earnings 

before interest, taxes, depreciation and amortization over total assets) on the likelihood of an IPO is 

ambiguous. On one hand, high cash flows make a company more independent of external investors 

and relax its financing constraints. According to the pecking order theory, firms refrain from external 

funding because of excessive agency costs and therefore prefer to fund their investment internally. 

High cash flows should therefore reduce the likelihood of an IPO. On the other hand, companies with 

a temporary surge in profitability might use this window of opportunity to sell their shares to stock 

market investors who mistakenly regard the surge as permanent and overvalue the company.  

Alternatively, high profitability could represent a credible signal of a firm’s quality, thus allowing it to 

overcome adverse selection (Diamond, 1991). The expected effect of profitability on the likelihood of 

listing may then be either positive or negative, depending on the relative strengths of these factors. 

For the post-IPO effects, we follow the typical observation being a reduction in post-IPO profitability. 

See, for example, Degeorge and Zeckhauser (1993), Mikkelson et al. (1997), Jain and Kini (1994), 

Pagano et al. (1998), and Pástor et al. (2009). A negative coefficient is hypothesised.   

Sixth, a common observation is that high-investment companies (INV) are more likely to go public 

(Holmström and Tirole, 1993; Pagano and Röell, 1998). Capital expenditures are normally used to 

measure current investment and a high investment intensity could then make it particularly appealing 

for a company to tap the stock market for equity finance. Unfortunately, the statement of cash flows 

for private firms is not available from the DBD database. Thus, we use the growth of investment in 

property, plant and equipment as a measure of the firm’s requirements for direct productive 

investment funds for fixed assets. This should increase the likelihood of an IPO. In terms of outcomes, 

Ritter (1991) concludes there is no increase in post-IPO investment, though Mayers (1984) finds 

higher investment after firms go public. Accordingly, we hypothesise that investment is either 

unchanged or increases post listing.  

Finally, the literature suggests riskier firms are more likely to go public (Pagano, 1993) and that riskier 

firms generally pay higher rates on existing borrowings. Unfortunately, information on bank credit 

for private firms in Thailand is unavailable. Therefore, we measure interest (INT) as total interest 

expenses divided by total debt as a proxy for the actual interest rate for the company. Clearly, 

companies with relatively high interest costs find equity finance more attractive so we hypothesise 

that firms with higher borrowing rates are more likely to go public. In terms of outcomes, Rajan 

(1992) and Pagano et al. (1998) both conclude that there is a decrease in the borrowing rate after 

firms go public and we hypothesise the interest rate of firms will decrease post-IPO. A negative 

coefficient is hypothesised.  

4.3 Estimation technique 
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This study incorporate two separate models, the first estimating the probability of going public and 

the second estimating the outcomes of going public. The first specification is a probit model: 

( ) 1 , 1 2 , 1 3 , 1 4 , 1 5 , 1
,

6 , 1 7 , 1

Pr 1 i t i t i t i t i t
i t

i t i t

AGE ASS GRW LEV ROA
IPO F

INV INT
α α α α α

α α
− − − − −

− −

+ + + + + 
= =   + 

       

(1) 
 

where IPOi,t is equal to 1 if a firm goes public and 0 otherwise, AGE is the difference between the year 

eligible to list an IPO and the firm’s date of incorporation, ASS is total assets, GRW is the growth rate 

of total company sales, LEV is the ratio of total liabilities to total assets, ROA is the value of earnings 

before interest, taxes, depreciation, and amortization (EBITDA) over total assets, INV is the growth 

rate of the firm’s requirements for direct productive investment funds for property, plant and 

equipment, and INT is the ratio of total interest expenses to total liabilities. For this analysis, the full 

sample of 5,118 private firms and 110 IPO firms are used to estimate the factors influencing the 

probability of an IPO.  

In the second specification, we investigate the consequences of the IPO decision on selected 

operating and financial variables by estimating a fixed-effects regression as follows: 

 
6

, ,
0

i t j t n i t i t
j

y IPOα β µ δ ε−
=

= + + + +∑                                                                     

(2) 
where yit is the ith firm-specific variable in the tth period, representing firm operating performance, 

IPOt-n is a dummy variable equal to one if year t-n was the year of the IPO and ui (dt) accounts for 

firm (calendar year) specific effects. For this analysis, only the sample of 110 IPO firms is used.  

5. Empirical results  

5.1 Determinants of IPOs 

Table 3 contains summary statistics on the privately held and publicly listed firms. In terms of 

statistically significant differences in means only, the average age of private firms is 15.5 years 

whereas the average age of IPO firms is 13.8 years. The average IPO firm is also more than twice as 

large. Finally, private firms are less leveraged than IPO firms. 
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Table 3. Descriptive statistics of private and public firms, 2001–2007 

Variable 
Non-IPO (n = 5,118 ) IPO (n = 110) Equality of variances Equality of means 

Mean Std dev. Mean Std dev. F-statistic p-value t-statistic p-value 

AGE 15.498 10.527 13.836 9.113 5.919 0.015 1.885 0.061 

ASS  3.188 8.319 7.504 26.904 88.918 <0.001 –1.681 0.095 

GRW  1.926 45.467 0.631 2.287 0.388 0.533 0.298 0.765 

LEV 0.497 0.328 0.550 0.209 4.404 0.035 –2.569 0.011 

ROA 0.106 3.180 0.101 0.151 0.106 0.744 0.016 0.986 

INV 4.335 133.244 0.449 1.802 0.377 0.539 0.305 0.759 

INT 0.050 0.777 0.028 0.032 0.244 0.621 0.303 0.761 

Notes: AGE – years since establishment, ASS – total assets in billions of baht, GRW – sales growth, LEV – leverage, ROA – return on 

assets, INV – growth of investment in property, plant and equipment, INV – interest. The null hypothesis for the two-sided variance 

test is equal variances for IPOs and non-IPOs. The null hypothesis of the one-sided means test is non-IPO mean is less than IPO mean. 

The variance test determines whether the means test assumes equal or unequal variances. 

Table 4 provides the estimates of the model of the firm’s decision to go public. Of the seven 

estimated coefficients shown, four are statistically significant at the .01 level or lower. First, the 

estimated coefficient for firm age is negative, indicating that older firms in Thailand are less likely to 

go public. This is a similar result to Boehmer and Ljungqvist (2004) who used company age as a proxy 

for uncertainty in future profitability but contrast with most previous studies in developed countries 

[see, for example, Leland and Pyle (1977), Rock (1986), Pagano et al. (1998), and Chemmanur and 

Fulghieri (1999)]. Second, consistent with the results in Pagano et al. (1998) there is a positive 

relationship between firm size (ASS) and the likelihood of going public and this is in agreement with 

the theories on direct costs, adverse selection costs and stock liquidity as relevant motivating factors 

for initial owners to go public. Third, there is a negative relationship between firm leverage (LEV) and 

the cost of borrowing (INT) and the likelihood of going public: that is, firms with more debt and higher 

borrowing costs are less likely to go public. This is an unusual finding in that the pecking order 

hypothesis suggests that firms will turn to external equity financing after external debt financing is 

exhausted and that equity is a relatively cheaper funding source with higher levels of debt. Lastly, the 

motivations for an IPO differ significantly across industries and the year of issue (now shown). The 

estimated coefficients for the industry and time controls indicate that Thai firms in manufacturing, 

electricity, gas and water supply, hotels and restaurants, and real estate, renting and business 

activities are less likely to go public as are firms operating in 2004, 2005 and 2007. 
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Table 4. Firm-specific determinants of IPOs 

Variable Est. coef. Std. error p-value 

AGE –0.076 0.004 <0.001 
ASS 0.010 0.002 <0.000 
GRW –0.027 0.025 0.287 
LEV –1.695 0.120 <0.001 
ROA –0.003 0.010 0.762 
INV –0.005 0.012 0.625 
INT –5.877 1.329 <0.001 
Notes: Hannan–Quinn criteria = 0.2820, Log likelihood –
722.0816. 

 

Unfortunately, despite many of the firm-specific variables being significant in the regression, the 

ability of the model to predict correctly an IPO using only this information is relatively poor. This is not 

unexpected as all of the firms included technically satisfy the SET listing requirements (mostly 

quantitative financial statement information) and so both the very small number of IPOs and the very 

large number of non-IPOs are homogeneous. Based on a prediction success table, the model correctly 

identifies 95.36 percent of non-IPOs but only 3.53 percent of IPOs, and incorrectly identifies only 4.64 

percent of non-IPOS but 96.47 percent of IPOs. This provides only a marginal increase in predictability 

over a constant probability model (one including only the sample probabilities) of just 1.46 percent. 

Of course, the ability of firm-specific financial variables to predict the probability of an IPO would be 

much higher if the sample was drawn across, say, all Thai firms. However, once the threshold set by 

the SET is attained, it is very difficult to separate firms into those more or less likely to pursue an IPO, 

suggesting that other factors are at play.   

5.2 The outcomes of IPOs 

Tables 5 and 6 respectively summarize the year and industry effects following an IPO. In terms of 

significant differences in means, IPOs in 2004 have a higher ROA post-IPO while IPOs in 2005 have 

higher growth than other IPOs. However, the post-IPO growth of IPOs in both 2006 and 2007 is lower, 

while leverage in 2007 is higher. There is also some variation in the post-IPO effects by industry. For 

example, ROA is lower post-IPO in the services (SER) industry but significantly higher in resources 

(RES) and agricultural and food (AGR). In terms of assets, pots-IPO firms are larger in resources (RES) 

but smaller in industrial (IND), consumer products (CNS) and agricultural and food (AGR). Finally, 

leverage is lower in agricultural and food (AGR) firms post-IPO, but higher in consumer products 

(CNS). 
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Table 5. Descriptive statistics by year 

Year Variable Mean Std. dev. Mean Std. dev. 
Equality of variances Equality of means 

F-statistic p-value t-statistic p-value 

20
01

 (4
, 4

17
) 

ASS  22.885 0.003 21.721 0.001 4.957 0.027 –0.9215 0.425 
GRW  –0.027 0.445 0.218 0.622 0.030 0.864 0.788 0.431 
LEV 0.549 0.270 0.413 0.223 0.102 0.750 –1.2104 0.227 
ROA 0.048 0.046 0.065 0.145 0.326 0.569 0.233 0.816 
INV 0.108 0.388 0.491 5.777 0.032 0.857 0.132 0.895 
INT 0.014 0.012 0.148 2.481 0.036 0.850 0.107 0.915 

20
02

 (1
5,

 4
06

) 

ASS  21.675 0.001 21.734 0.001 0.013 0.908 0.174 0.862 
GRW  0.675 1.257 0.199 0.580 15.683 0.000 –1.4616 0.166 
LEV 0.361 0.172 0.417 0.225 0.693 0.406 0.934 0.351 
ROA 0.102 0.110 0.064 0.145 0.003 0.959 –1.0348 0.301 
INV 0.215 0.623 0.497 5.854 0.078 0.781 0.186 0.853 
INT 0.020 0.018 0.151 2.514 0.131 0.717 0.200 0.841 

20
03

 (3
3,

 3
88

 ) 

ASS  21.574 0.001 21.745 0.001 0.574 0.449 0.733 0.464 
GRW  0.450 0.912 0.196 0.587 3.213 0.074 –1.5764 0.124 
LEV 0.362 0.170 0.419 0.227 0.801 0.371 1.387 0.166 
ROA 0.097 0.092 0.062 0.148 0.291 0.590 –1.3281 0.185 
INV 0.363 1.532 0.497 5.974 0.042 0.839 0.129 0.898 
INT 0.021 0.022 0.157 2.572 0.299 0.585 0.303 0.762 

20
04

 (6
3,

 3
58

 ) 

ASS  21.716 0.001 21.735 0.001 0.303 0.583 0.102 0.919 
GRW  0.344 0.619 0.193 0.619 0.353 0.553 –1.7928 0.074 
LEV 0.388 0.200 0.419 0.228 0.008 0.929 1.011 0.313 
ROA 0.098 0.071 0.059 0.153 1.543 0.215 –1.9985 0.046 
INV 0.235 0.317 0.531 6.234 0.703 0.402 0.376 0.707 
INT 0.023 0.031 0.168 2.678 0.623 0.430 0.429 0.668 

20
05

 (9
3,

 3
28

) 

ASS  21.683 0.001 21.746 0.001 0.495 0.482 0.410 0.682 
GRW  0.372 0.743 0.171 0.575 2.191 0.140 –2.7822 0.006 
LEV 0.400 0.185 0.419 0.234 0.960 0.328 0.701 0.484 
ROA 0.079 0.074 0.061 0.158 2.628 0.106 –1.0977 0.273 
INV 0.298 0.857 0.540 6.500 0.573 0.450 0.357 0.721 
INT 0.022 0.017 0.182 2.797 1.043 0.308 0.550 0.583 

20
06

 (1
04

, 3
17

) 

ASS  21.799 0.001 21.710 0.001 0.080 0.778 –0.6180 0.537 
GRW  0.089 0.317 0.257 0.687 7.457 0.007 3.395 0.001 
LEV 0.417 0.193 0.414 0.233 0.234 0.629 –0.1459 0.884 
ROA 0.052 0.110 0.069 0.154 0.001 0.976 1.011 0.313 
INV 1.389 11.491 0.191 0.741 11.055 0.001 –1.0634 0.290 
INT 0.031 0.022 0.184 2.846 1.169 0.280 0.548 0.584 

20
07

 (1
09

, 3
12

) 

ASS  21.730 0.001 21.733 0.001 0.543 0.461 0.014 0.989 
GRW  0.003 0.339 0.290 0.678 5.575 0.019 5.717 0.000 
LEV 0.457 0.297 0.400 0.190 3.861 0.050 –1.8975 0.060 
ROA 0.031 0.234 0.077 0.092 6.545 0.011 1.997 0.048 
INV 0.020 0.351 0.650 6.671 1.574 0.210 0.984 0.326 
INT 0.493 4.852 0.025 0.023 11.291 0.001 –1.0082 0.316 

Notes: Number of IPO and non–IPO firms in brackets after year. 

 

 

 

Table 6. Descriptive statistics by industry 

Year Variable Mean Std. dev. Mean Std. dev. Equality of variances Equality of means 
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F-statistic p-value t-statistic p-value 
TE

CH
 (8

6,
 3

35
) 

ASS  21.355 0.001 21.829 0.001 2.716 0.100 3.085 0.002 

GRW  0.195 0.587 0.221 0.630 0.250 0.617 0.346 0.730 

LEV 0.406 0.182 0.417 0.234 1.625 0.203 0.417 0.677 

ROA 0.076 0.096 0.062 0.154 1.413 0.235 –0.7870 0.432 

INV 0.080 0.347 0.591 6.441 1.049 0.306 0.736 0.462 

INT 0.021 0.019 0.179 2.768 0.931 0.335 0.530 0.596 

SE
R 

(8
5,

 3
36

) 

ASS  21.928 0.001 21.682 0.001 0.806 0.370 –1.5843 0.114 

GRW  0.265 0.818 0.203 0.561 2.631 0.106 –0.8144 0.416 

LEV 0.439 0.339 0.408 0.184 19.687 0.000 –0.8053 0.423 

ROA 0.010 0.263 0.079 0.088 19.229 0.000 2.385 0.019 

INV 0.463 1.597 0.493 6.388 0.011 0.918 0.043 0.966 

INT 0.024 0.023 0.178 2.764 0.897 0.344 0.512 0.609 

RE
S 

(3
9,

 3
82

) 

ASS  23.245 0.002 21.577 0.001 90.375 0.000 –4.8128 0.000 

GRW  0.205 0.583 0.217 0.625 1.295 0.256 0.115 0.909 

LEV 0.437 0.205 0.412 0.226 0.001 0.972 –0.6625 0.508 

ROA 0.107 0.056 0.061 0.150 2.008 0.157 –1.8964 0.059 

INV 0.086 0.257 0.528 6.035 0.479 0.490 0.456 0.648 

INT 0.029 0.017 0.159 2.592 0.368 0.545 0.313 0.755 

PR
P 

(1
37

, 2
84

) 

ASS  21.628 0.001 21.782 0.001 10.390 0.001 1.285 0.200 

GRW  0.249 0.661 0.200 0.601 2.739 0.099 –0.7468 0.456 

LEV 0.435 0.173 0.405 0.244 8.118 0.005 –1.2959 0.196 

ROA 0.057 0.077 0.069 0.167 3.137 0.077 0.962 0.337 

INV 1.066 9.992 0.208 0.921 5.771 0.017 –1.0031 0.318 

INT 0.399 4.328 0.025 0.020 8.057 0.005 –1.0136 0.313 

IN
D

 (5
2,

 3
69

) 

ASS  21.345 0.001 21.786 0.001 6.818 0.009 3.463 0.001 

GRW  0.118 0.221 0.230 0.657 7.282 0.007 2.443 0.015 

LEV 0.410 0.176 0.415 0.230 1.245 0.265 0.159 0.874 

ROA 0.077 0.064 0.063 0.152 1.484 0.224 –0.6223 0.534 

INV 0.147 0.294 0.535 6.140 0.624 0.430 0.455 0.650 

INT 0.032 0.018 0.163 2.637 0.510 0.476 0.358 0.721 

CN
S 

(4
, 4

17
) 

ASS  20.893 0.000 21.740 0.001 3.370 0.067 10.741 0.000 

GRW  0.110 0.044 0.217 0.624 1.346 0.247 0.343 0.732 

LEV 0.178 0.095 0.417 0.224 1.525 0.218 2.131 0.034 

ROA 0.119 0.047 0.065 0.145 0.242 0.623 –0.7509 0.453 

INV 0.002 0.080 0.492 5.777 0.066 0.797 0.169 0.866 

INT 0.032 0.031 0.148 2.481 0.032 0.859 0.093 0.926 

A
G

R 
(1

8,
 4

03
) 

ASS  21.422 0.001 21.746 0.001 4.549 0.034 2.076 0.048 

GRW  0.158 0.170 0.218 0.633 3.452 0.064 1.181 0.244 

LEV 0.204 0.094 0.424 0.223 6.103 0.014 8.854 0.000 

ROA 0.196 0.142 0.059 0.142 2.279 0.132 –3.9967 0.000 

INV 0.097 0.189 0.504 5.877 0.243 0.622 0.294 0.769 

INT 0.016 0.016 0.152 2.524 0.162 0.688 0.229 0.819 
Notes: Industries (post-IPO) are technology (TCH), services (SER), resources (RES), property and construction (PRP), industrial (IND), 
consumer products (CNS) and agricultural and food (AGR). Number of IPO and non-IPO firms in brackets after industry. 

 

Table 7 uses regression models to estimate the effects of the decision to go public. As shown, firm size 

(ASS) increases slowly and is statistically significant for 4 to 6 years post-IPO. We also find a reduction 

in sales growth (GRW) after listing, but this is only significant two years after the IPO. Unlike previous 

work that indicates that leverage (LEV) declines after an IPO (Kim and Weisbach 2008; Mayers 1984; 

Sah and Stiglitz 1986; Allen and Gale 1999) our results indicate that leverage slowly increases and is 

statistically significant at the 1% level for years 2, 3, 5 and 6 after the IPO.  
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In terms of profitability, we find a statistically significant increase at the 1% level for each year after 

the second year. These results contrast with the findings in Jain and Kini (1994), Mikkelson et al. 

(1997), and Pagano et al. (1998). However, the decision to go public has no impact on investment 

(INV) as in Ritter (1991). One of the more interesting findings is that interest rates (INT) decrease post-

IPO from the first to the fourth year. The decline in borrowing costs is a common observation for firms 

post-IPO because: (i) companies become safer borrowers when they reduce their leverage with the 

IPO; (ii) more information becomes publicly available so lenders have more information about 

creditworthiness; and (iii) being listed on the stock market offers a company an outside financing 

option that improves firm bargaining power with banks (Rajan, 1992; Pagano et al. (1998). 
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Table 7. Firm-specific post-IPO outcomes 

Variable ≤YR 1 IND TME ≤YR 2 IND TME ≤YR 3 IND TME ≤YR 4 IND TME ≤YR 5 IND TME ≤YR 6 IND TME All IND TME 

A
SS

 

Coef. 0.840 – – 2.631 – – 3.845 – – 5.149 – – 6.956 – – 9.755 – – 9.755 – – 
F–stat. – 8.106 1.805 – 10.895 3.719 – 12.506 5.427 – 13.565 7.480 – 14.034 7.880 – 14.678 7.427 – 14.678 7.427 
Std. dev. 4.153 – – 2.985 – – 2.843 – – 3.212 – – 3.669 – – 4.361 – – 4.361 – – 
p–value 0.839 <0.001 0.180 0.378 <0.001 0.054 0.177 <0.001 0.020 0.109 <0.001 0.006 0.058 <0.001 0.005 0.025 <0.001 0.006 0.025 <0.001 0.006 

G
RW

 

Coef. –0.047 – – –0.124 – – 0.0628 – – –0.046 – – –0.045 – – –0.040 – – –0.040 – – 
F–stat. – 3.170 2.586 – 4.633 4.279 – 5.913 9.073 – 6.331 10.883 – 6.483 11.480 – 6.524 11.896 – 6.524 11.896 
Std. dev. 0.137 – – 0.059 – – 0.042 – – 0.032 – – 0.028 – – 0.027 – – 0.027 – – 
p–value 0.727 0.003 0.109 0.037 <0.001 0.039 0.135 <0.001 0.002 0.155 <0.001 0.001 0.110 <0.001 <0.001 0.135 <0.001 <0.001 0.135 <0.001 <0.001 

LE
V 

Coef. 0.024 – – 0.024 – – 0.018 – – –0.046 – – 0.022 – – 0.022 – – 0.022 – – 
F–stat. – 11.875 0.285 – 15.035 0.261 – 16.616 0.180 – 6.331 10.883 – 13.836 0.157 – 13.944 0.158 – 13.944 89.515 
Std. dev. 0.026 – – 0.014 – – 0.011 – – 0.032 – – 0.011 – – 0.011 – – 0.011 – – 
p–value 0.353 <0.001 0.593 0.088 <0.001 0.609 0.095 <0.001 0.671 0.155 <0.001 0.001 0.054 <0.001 0.691 0.039 <0.001 0.690 0.039 <0.001 <0.001 

RO
A 

Coef. –0.013 – – –0.017 – – –0.008 – – –0.006 – – –0.011 – – –0.010 – – –0.010 – – 
F–stat. – 9.768 1.068 – 11.456 4.280 – 13.761 5.362 – 15.475 5.773 – 8.818 2.849 – 8.867 3.045 – 8.867 3.045 
Std. dev. 0.010 – – 0.006 – – 0.004 – – 0.003 – – 0.009 – – 0.008 – – 0.0082 – – 
p–value 0.211 <0.001 0.302 0.005 <0.001 0.039 0.069 <0.001 0.021 0.101 <0.001 0.016 0.191 <0.001 0.092 0.199 <0.001 0.081 0.199 <0.001 0.081 

IN
V

 

Coef. 0.969 – – –0.138 – – –0.274 – – –0.251 – – –0.250 – – –0.238 – – –0.238 – – 
F–stat. – 0.265 0.313 – 0.259 0.381 – 0.261 0.451 – 0.285 0.437 – 0.280 0.452 – 0.280 0.444 – 0.280 0.444 
Std. dev. 0.978 – – 0.152 – – 0.214 – – 0.203 – – 0.191 – – 0.181 – – 0.181 – – 
p–value 0.322 0.966 0.575 0.366 0.968 0.537 0.202 0.968 0.502 0.216 0.959 0.508 0.191 0.961 0.501 0.189 0.961 0.505 0.189 0.961 0.505 

IN
T 

Coef. –0.012 – – –0.006 – – –0.004 – – –0.002 – – 0.254 – – 0.233 – – 0.233 – – 
F–stat. – 1.414 9.005 – 1.540 14.121 – 2.086 13.494 – 2.157 12.931 – 0.429 0.280 – 0.446 0.241 – 0.446 0.241 
Std. dev. 0.003 – – 0.001 – – 0.001 – – 0.001 – – 0.254 – – 0.234 – – 0.234 – – 
p–value <0.001 0.201 0.003 <0.001 0.153 <0.001 0.001 0.044 <0.001 0.007 0.037 <0.001 0.318 0.883 0.596 0.319 0.872 0.623 0.319 0.872 0.623 

Notes: ≤YR# – year after IP0, ALL – all years, IND – test of joint significance of industry dummies, TME – test of joint significance of time dummies. 
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6. Concluding remarks 

In this study, we first seek to explain why Thai firms decide to go public. Using a large database of 

eligible private firms in Thailand, we empirically study the determinants of initial public offerings 

(IPOs) by comparing the pre- and post-IPO characteristics of private firms. The results suggest that the 

likelihood of an IPO is increasing with firm size and leverage. However, contrary to most previous 

studies, Thai firms that are generally younger and with lower borrowing rates are more likely to go 

public. The post-IPO results show that IPO firms went public to reduce borrowing rates not to fund 

future investment and growth, which is similar to the results in Pagano et al. (1998) but contrasts with 

Singh (1995). Furthermore, we find that the profitability of Thai firms increases strongly during the 

post-listing period for a period of two years. Combined together, we find strong support for financial 

flexibility and greater bargaining with banks, the exploitation of mispricing, and a lower cost of capital 

as a motivation for IPO and moderate support for theories emphasizing risk sharing and portfolio 

diversification. However, we find rather less support for indirect costs (loss of confidentiality), raising 

capital for funds growth and the reduction of leverage and overcoming financing (borrowing) 

constraints as a motivation for IPOs in Thailand.  

As discussed earlier, the firm-specific financial variables, industry and calendar effects examined in 

this study provide only a partial insight into the motivations for or against an IPO in Thailand. Clearly, 

IPOs are infrequent events in Thailand with only 110 firms conducting an IPO in the sample period 

2001 to 2007, just a fraction of the 5,118 private firms technically eligible. The question is why Thai 

firms prefer to remain private rather than pursuing the putative benefits of going public. This has 

important implications for the SET’s future business model and for the expectations and hopes of the 

Thai government for a strong equity market sustained by IPOs. Of course, the necessarily short 

sample period in this study coincided with a period when debt capital was relatively cheap and easily 

available, so the focus here is on longer-term conditions.       

First, one of the most defining features of the corporate sector in Thailand is the dominance of family 

controlled businesses. In many respects, the situation in Thailand is very similar to China, Hong Kong 

and Singapore where the commercial class is mainly of Thai-Chinese origin (Ch’ng 1993)]. Thai firms 

are closely held and managed by these majority family interests, and so if they decide to go public, 

the ownership structure may need to change substantially to meet government regulations. This 

effectively precludes many Thai firms from seeking an IPO. 

Second, the costs of an IPO can be prohibitive for many Thai firms. One aspect of this concerns the 

additional reporting burdens associated with a publicly listed firm. For instance, public companies 

listed on the SET are required to submit both periodic and non-periodic reports (describing the 

acquisitions or disposal of assets, connected transactions, agreement to form or discontinue a joint 

venture, increase or decrease in capital, initial public offerings, repurchases of stock, dividend 

payments or non-payment, etc.) to the SET (Listed Company Handbook 2009). They are also required 
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to submit forms enclosing a balance sheet and income statement to the DBD. This contrasts with the 

relatively low level (and costs) of reporting found in Thailand for private firms. The actual costs of 

launching an IPO are also considerable for Thai entrepreneurs in both direct and indirect terms. For 

example, Chorruk and Worthington (2009) found that IPOs listing on the SET between 1997 and 2007 

were about 17.6 percent underpriced.  

Third, the number of firms registered in Thailand may actually overstate those firms able to convert to 

a publicly listed form, even though they satisfy the technical requirements. Since the Foreign Business 

Act 1999, many multinational companies have set up representative officers, joint ventures, branches 

or locally incorporated subsidiaries in Thailand. As at 30 September 2009, there are 2,312 foreign 

companies across 37 industry sectors in Thailand (some 90.63% of all private limited companies) 

(Business Registration Office 2009; Foreign Business Office 2009). These businesses are often involved 

in significant cross-border related-party transactions. In some cases, their primary purpose actually is 

to advise their overseas affiliates on investment or business opportunities in Thailand. Even at the 

more autonomous end of the spectrum, where a business is established to serve domestic retail or 

corporate customers, its overseas related-party transactions may be so insignificant in global terms in 

that it can rely on its overseas affiliates for funding, oversight, support and execution. These firms 

would then prefer to raise funds from their own savings or by borrowing from their overseas parent 

company.   

Fourth, the strong Thai culture imposes the setting of a particular ‘moral’ code on companies listing 

on the Thai market. A recent example is the popular protests surrounding the listing of Thai Beverage, 

the country's largest alcoholic brewer and distiller. These protests caused the company to delay listing 

after it failed to set the offer price at the appropriate deadline. The protesters surrounded the SET’s 

headquarters to pressure the exchange into rejecting the listing on moral grounds, a repeat of the 

widespread protests seen in 2005 when the company first sought listing. The protesters including 

Buddhist monks, students and social activities who claimed that their religion prohibited the 

consumption of alcohol (about 95 percent of Thais are Buddhist). Ultimately, Thai Beverage listed its 

shares on the Singapore Stock Exchange in 2006 after the first attempt to list on the SET failed.  

Finally, Thailand is frequently wracked by social unrest aggravated by domestic and global economic 

ills. These serve to dull the interest in Thai IPOs of investors and entrepreneurs alike. For instance, 

since the 1997 Asian Financial Crisis alone, the 2004 Indian Ocean tsunami, the September 2006 

military coup that led to Thaksin Shinawatra’s self-imposed exile, and the effects of the global 

financial crisis in 2007 have all impacted heavily on the Thai economy and its markets, with Thailand 

continuing to have political problems at the present time.  
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