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Executive Summary

Concession Capitalism and Economic Governance

The link between politics and business is hardly separable since politics are the arena for
bargaining among interest groups. It is therefore not surprising that businesses whose performances
are directly affected by government’s policies and measures, e.g., regulated businesses or concession
holders, often seek to influence policy outcomes related to them in a number of ways, ranging from
providing political contribution, lobbying for favorable policy decisions, bribing policy makers or even

directly running for political offices through election.

In the case of Thailand, a recent study found that family members of 13 of the 100 wealthiest
business tycoons ran for political offices in the general election in 2000. Among such families, ten are
directly involved in concession businesses. A number of previous studies also showed that politically
connected firms have significantly outperformed their comparison groups in terms of gaining more
market shares, achieving a higher increase in the market-to-book ratios and having higher rates of
returns. However, no previous studies have documented in detail how such firms obtained the

benefits from their links with politicians.

This paper provides eight detailed case studies of how telecommunication concession holders
closely connected to former Prime Minister Thaksin Shinawatra have benefited significantly from a
number of policy measures during his five-year administration. The case studies covered are the
introduction of excise tax on telecom services that provides preferential treatment to the concession
holders, the granting of eight-year tax holidays to Shin Satellite, the reduction of concession payment
for prepaid mobile phone services for AlIS, the controversial lending by EXIM Bank to the Myanmar
government, the revisions of concession contracts that benefited Tele Infomedia and Advanced

Paging, the blocking of telecom market liberalization and the delay in enforcing the Competition Act.

It also estimates that the size of historical financial losses incurred to the government and the
Thai taxpayers during the past five years could be as large as Bt 71 billion. The paper concludes by
emphasizing the need to restrict the practices of ‘revolving door’ between government and regulated
business, promote transparent and broad-based participation in policy making process and abolish

economic rents by liberalizing uncompetitive markets and strengthening regulatory regimes.
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