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Preface

This book critically examines the Asian Financial Crisis, a pivotal event in the
contemporary Asian economic landscape, over two decades after its onset. It explores
the aftermath, scrutinizing the lessons learned and opportunities missed. Focusing on
Thailand, where the crisis originated, this volume provides an in-depth analysis span-
ning 20 years. It delves into the financial reforms, market restructuring, and evolu-
tion of business practices and commercial banking performance post-1997, offering
insights into the transformative impact of this significant economic upheaval.

The study delves into the tumultuous period of the Asian Financial Crisis, where
numerous financial entities and commercial banks in Thailand faced bankruptcy,
underwent government-driven restructuring, temporary nationalization, or were
acquired by foreign institutions. Prompted by recommendations from international
financial bodies, Thailand embarked on significant financial reforms aimed at reor-
ganizing and deregulating its banking sector to foster transparency, competitiveness,
and self-regulation. Central to this narrative is the “Financial Master Plan,” initiated
in 2004, along with pivotal regulatory modifications affecting foreign investments.
The monography thoroughly examines these reforms, focusing on their distinc-
tive features and consequential impact on Thailand’s commercial banking sector
post-crisis.

By examining significant alterations in ownership structures and shifts in the
competitive market landscape, this research aims to assess the impact of financial
reforms on the commercial banking sector. It conducts a detailed analysis of the
changes within the banking industry, focusing on aspects such as corporate gover-
nance, business practices, and alterations in ownership and profit-cost dynamics.
These facets are explored in the context of the financial reforms implemented post-
crisis, highlighting how these reforms have reshaped the banking sector’s operational
and structural framework.

Furthermore, this book investigates the tangible effects of these regulatory changes
at the organizational level, exemplified through a detailed case study of a Thai family-
owned business group. It explores the transformation in family control dynamics,
management restructuring, and business performance, thereby shedding light on
how such reforms have altered operational mechanisms. This analysis offers an
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insightful view into the complex interplay between family-run businesses in emerging
economies and the evolving socioeconomic environment, highlighting the intricate
balance between entrepreneurship and regulatory changes.

The contents of this book were written in Kyoto during the COVID-19 pandemic,
as a culmination of regular field surveys in Bangkok since 2014. The emergence of the
pandemic triggered widespread panic and deep sense of uncertainty, an experience
that remains vivid in my memory. It was during this period of global turmoil that I
resonated profoundly with the words of George Gordon Byron: “The best prophet of
the future is the past.” This belief, that a historical review equips us with the wisdom
and confidence to anticipate and shape our future, was the driving force behind my
decision to revisit the Asian Financial Crisis.

As of early 2024, the global economy is characterized by a blend of uncertainty and
measured hope. Numerous countries are grappling with the challenge of high infla-
tion, prompting central banks to increase interest rates, a move that could decelerate
economic growth. The risk posed by substantial public and private debts is exacer-
bated by the possibility of continued rate hikes. Furthermore, the patchy recovery
from the COVID-19 pandemic contributes to regional disparities. Ongoing geopo-
litical tensions and trade conflicts further compound market instability and disrupt
global supply chains. This intricate economic scenario, laden with the potential for
crisis, underscores the importance of understanding past financial upheavals and
reforms. A retrospective analysis, such as this study of the Asian Financial Cerisis,
offers crucial insights for navigating today’s complex economic environment.

Lastly, I would like to extend my gratitude to Kosuke Mizuno, Shinsuke Nagaoka,
Go Yano, Tomohiro Machikita, Miki Hamada, and Satoshi Shimizu for their valuable
insights. My most profound acknowledgment goes to Fumiharu Mieno, a mentor who
has significantly influenced my academic journey and helped me establish my own
scholarly style. His guidance was crucial in integrating my financial engineering
background with Southeast Asian studies, thereby refining my research methods and
enhancing my practical understanding of the region.

I extend further thanks to Sukanda Lewis, Nualnoi Treerat, Saithip Konggiat-
narong, Thanyalak Vacharachaisurapol, and Nattapong Puttanapong for their invalu-
able support and insights during the field survey phase. Gratitude is also due to the
Ministry of Education, Science, Sports, and Culture of Japan (MESSC) for their
support, denoted by the Scientific Research No. 21K20074, and the financial support
provided by the Global Collaborative Research program at the Center for Southeast
Asian Studies, Kyoto University.

Kyoto, Japan Wanxue Lu
January 2024
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Chapter 1 ®)
Introduction Check for

Abstract This introduction examines the overall evolution of the organizational
structure of Thailand’s financial system and the transformation of the commercial
banking sector by comparing key market characteristics before and after the Asian
Financial Crisis, serving as a foundation for analyzing the post-Asian Financial Crisis
financial reforms. The analysis reveals that, in contrast to the pre-crisis era charac-
terized by a closed market structure, minimal foreign participation, and family-run
operations in large banks, the commercial banking market has increasingly incor-
porated foreign capital and foreign banking entities. Traditional family founders of
these banks have seen a reduction in their ownership control. In light of this market
reorganization, the study scrutinizes the resulting changes in ownership structures
and banking practices, aiming to evaluate the effectiveness of financial reforms and
policies implemented in the post-crisis period.

1.1 Research Background and Problem Description

Throughout the history of the contemporary Asian economy, there have been few
events as impactful as the Asian Financial Crisis (AFC). Current literature on AFC
in the region often place emphases on the causes and impacts of the crisis itself.
Nevertheless, analyses on the post-crisis financial reforms, positioned as diagnosis
and remedies of governments, and their effectiveness and impacts on the financial
system in the long run are still little understood. Over two decades have passed since
the crisis. What has occurred since then? What lessons have we learned, or perhaps
failed to learn? This study seeks to offer a longitudinal and evidence-based empirical
analyses on the repercussions of financial regulatory reforms implemented in the
wake of the AFC, examining the multifaceted impacts on the commercial banking
sector in Thailand, where the crisis originated.

Having been typified as “bank-centric,” the financial sector’s expansion played a
pivotal role in fueling Thailand’s rapid economic ascent from the 1980s to the early
1990s. The vitality of the financial system is commonly perceived as a bellwether for
the nation’s overall economic trajectory. Yet, deficiencies such as subpar corporate

© The Author(s), under exclusive license to Springer Nature Singapore Pte Ltd. 2024 1
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2 1 Introduction

governance, inefficient lending practices, and widespread corruption in this sector
were considered as key contributors to the AFC of 1997, casting a significant shadow
over Thailand’s economic landscape.

In response to directives from leading international financial institutions, Thai-
land initiated sweeping reforms in its financial sector, primarily targeting the banking
industry. These reforms were designed to overhaul and liberalize the banking system,
with an emphasis on enhancing transparency, fostering competitive practices, and
promoting self-regulation. A cornerstone of these efforts was the “Financial Master
Plan,” which was set in motion in 2004. This plan was complemented by signifi-
cant regulatory adjustments, particularly in relation to foreign investment, marking
a critical turning point in Thailand’s financial regulatory landscape.

Consequently, the past two decades have seen Thailand’s banking sector grap-
pling with intensified challenges from foreign entities, particularly those from East
and Southeast Asia. Moreover, this competitive landscape was further shaped by
the 2014 ASEAN Banking Integration Framework (ABIF), conceived as part of the
preparations for the 2015 ASEAN Economic Community. This framework is antic-
ipated to accelerate foreign competition in Thailand’s commercial banking sector
and simultaneously open avenues for domestic banks to expand their footprint in
Southeast Asia.

In the context of both domestic regulatory reforms and international influences,
Thailand’s banking sector has undergone substantial transformations. Distinguished
from collections of past events; through a thorough 20-year retrospective analysis of
Thailand’s post-AFC financial regulatory reforms and their complex effects on the
commercial banking sector, this study is a lens through which the intricate relation-
ships between regulatory changes, market dynamics, and organizational behavior are
explored and understood.

This monograph aims to methodically examine the alterations in market struc-
ture and ownership dynamics within the banking sector, following the post-AFC
financial reforms. The objective of this study is to conduct a critical analysis of the
effects of post-crisis financial regulatory reforms, specifically aiming to elucidate the
underlying mechanisms of policy impact at the micro-level.

This introduction chapter provides a historical overview of Thailand’s commer-
cial banking sector, framing it within the broader context of the country’s financial
system. This serves as a foundation for analyzing the post-Asian Financial Crisis
financial reforms. The chapter outlines the research background, defines the scope
of the study, and clarifies the terms and entities involved. Furthermore, it conducts a
detailed exploration of the development of Thailand’s commercial banking system,
with a focus on significant market shifts post-2000. This investigation leads to the
formulation of the study’s central research problem and objectives.



