Global Family Business Survey 2021 — Thailand Report

Why family businesses need
to act now to ensure their
legacy tomorrow
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Foreword

Family businesses have been an important
pillar of Thailand’s economy. This business
sector has contributed impressive growth,
providing long term steadiness and
commitment, and a sense of responsibility to
their employees and the nation. Family
businesses are inherently resilient, whether
recently-founded or long-established. They
have survived and thrived in tough
environments.

The unprecedented COVID-19 pandemic has
presented family businesses with enormous
challenges, which are different from those of
public companies and other types of private
businesses. Although many of them have
demonstrated significant resilience amid the
crisis, the rapidly changing state of the world
has served as a wake-up call for family
business leaders looking towards the future.

As such, the Global Family Business Survey
2021 — Thailand Report, ‘From trust to
impact. Why family businesses need to act
now to ensure their legacy tomorrow,” comes
at a time of extraordinary transformation. The
Thailand report, part of a wider global
network survey, attempts to understand the
implications of COVID-19 on business and
leadership.

Family business leaders in Thailand from
various sectors participated in the survey.
Questions focussed on business growth,
COVID-19’s impact, challenges and
opportunities, as well as the family dynamic
in management. The Thailand Report also
discusses global trends such as digital
technology and social responsibility.

The findings show that Thai family
businesses admit that COVID-19 will lead to
a reduction in sales and for the next two
years, the leaders will navigate their
business through challenges by prioritising
new markets or client segment expansion,
the use of new technology and core business
protection.

In a family owned-business, the ability to
communicate effectively with all members is
crucial. The survey shows that levels of
communication and transparency for Thai
family business are felt to be quite high. But
family alignment on company direction and
levels of trust are not as strong as the levels
of communication and transparency.
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In this uncertain situation, it's no longer
enough to rely on the same set of values and
legacy to propel the business forward.
Tomorrow’s family business requires a new
approach for lasting success, one based on
accelerated digital transformation, prioritising
sustainability goals and professional family
governance.

We believe that family businesses remain an
important driver of Thailand’s economy. While
COVID-19 has presented professional
challenges, there is also a unique opportunity
here for leaders to seek a plan for the future
of their business, formulating and executing
proper strategic approaches for sustainability
and resilience. This should enable impacts
that will ensure their businesses today and
legacy for the future.

Niphan Srisukhumbowornchai
Entrepreneurial and Private
Businesses Leader,

Clients and Markets Leader

Tax and Legal Partner,

PwC Thailand
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Impact of COVID-19 on family businesses in

Thailand

Thai family businesses saw a mixed
performance over the last financial year
(before COVID-19), with 39% experiencing
growth and 31% seeing a sales reduction.
Thailand’s situation was worse than the global
picture. Globally, 55% of family businesses
grew while only 19% shrunk.

% Growth in the last financial year (pre-COVID-19)

Double digit
growth: 21%
Single digit

growth: 33%

Double digit

growth: 14%
Single digit
growth: 25%

31 19

Thailand Global

Sales reduction = Sales growth

Growth in Thailand was slower than the global
average before the impact of COVID-19. Some
61% of Thai family businesses feel COVID-19
will lead to a decline in sales, which is higher
than the 46% of global family businesses who
feel that.

% Impact of COVID-19 on sales

In the last year, 72% of Thai family
businesses saw a decrease in profits
(51% globally) and a 3% reduction in

equity ratio (13% globally)

4
61 6

Thailand Global

Q10. Looking back over the last financial year BEFORE THE COVID-19 PANDEMIC would you say your sales have been...?
Q11. And what do you think the impact of the COVID-19 pandemic will be on your sales?
Q18. Has the business experienced any of the following in the last 12 months?

Base: all Thailand respondents (2020: n=36), all Global respondents (2020: n=2801)
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Family businesses

expect growth in 2022

Growth aims in Thailand are cautious in 2021
but fairly ambitious for 2022. 58% of Thai
family businesses expect to see growth in
2021, compared with 65% globally. But 83%
expect to see growth in 2022, compared with

86% globally.
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Traditional forms of finance (such as

operational cashflow and bank lending) will be
the primary method for driving growth for both

Thai and global family businesses.

% Growth ambitions for 2021 and 2022

2021

Growth

Thailand
I’ 53 58%
Global
51 65%
2022
Thailand
H 78 14 3 83%
Global

86%

B Grow quickly and aggressively
Grow steadily
I Consolidate

B Contract/downsize to survive

% Sources of finance in the future

Operating cashflow
75
62

Bank lending/credit lines
39
61

Capital markets (IPO, bonds, debt issuance etc.)
Sill
12

Internal resources (i.e. family capital)
25

31

Strategic investors/family offices
17

15

Private equity

HH
=

Lease contracts

Hm
o

None of these
0
| B
B Thailand M Global

25% had a need for additional capital in the last year
(21% globally)

Q12. Which of the following best describes your company’s ambitions for 2021 and 20227
Q13. Which of the following do you plan to use to help finance the business in the future?
Q18. Has the business experienced any of the following in the last 12 months?

Base: all Thailand respondents (2020: n=36), all Global respondents (2020: n=2801)
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Expectations of Thai family businesses

58% of Thai businesses have next generation

family members working in the business,
compared with 55% of global family
businesses.

In five years’ time 55% Thai family
businesses expect to be family controlled or
family owned (externally run).

% Next gen involvement?

On the board of directors

3

3

On the management board

58%
work in the FB
(55% globally)

Work in the business but in a different role

J

Shareholders in the business

No next gen involved in the business

% Governance structure in five years’ time?

Owner managed

1

1

Family managed

Family controlled

Family owned (Externally run)

2

B Now M Five years’ time

Q14. Are there any next generation family members involved in the
business who...

Base: all Thailand respondents (2020: n=36), all Global
respondents (2020: n=2801)

Q7. Please plot where you think your company CURRENTLY lies
on the model below?

Q8. And where on the model do you think your company will be IN
FIVE YEARS’ TIME?

Base: all Thailand respondents (2020: n=36)
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Top five priorities over the next two years

Thailand family businesses are much more Issues related to innovation and digitalisation

likely to prioritise survival and expansion into as well as diversification and expansion are

new markets and client segments than global the key priorities in Thailand. On the other

family businesses, who are more likely to hand, sustainability issues are lower down

prioritise digital transformation. the priority list. However, 56% are focussing
on survival and protecting their core
business.

% Key priorities over the next two years (Top 5) — Thailand compared to Global
Global
Expanding into new markets/client segments 55%
Increasing use of new technologies 49%
Protecting our core business - covering costs/survival 37%
Rethinking/changing/adapting the business model 39%

Introducing new products/services 50%

69
56
53
50
Improving digital capabilities 52%

Increasing investments in innovation and R&D 28%

Reimagining our approach to how we measure success 22 10%
Increasing collaboration with other companies 19 21%

Pursuing strategic acquisitions/mergers | 14 30%

Increasing next gen involvement in decision making/mgmt 14 24%
Increasing organisation's social responsibility 11 16%

Reducing organisation's carbon footprint ~ 6 15%

Supporting local community via increased investment/activity 6 8%
Reducing dependencies along the value chain 3 11%

M Digital, Innovation, Technology (83%) Expansion/Diversification (86%) Evolving/New thinking (72%) © Sustainability/Local community(33%) = Other

Q21. Which, if any, of the following are the company’s TOP FIVE priorities for the next two years?

Base: all Thailand respondents (2020: n=36), all Global respondents (2020: n=2801)
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Thai family businesses
focus more on expansion
and digitalisation

Family businesses in Thailand are more likely
to have at least one issue related to
evolution/new thinking but are less likely to
mention a sustainability issue or the local
community as a key priority compared with
the global average.

% Key priorities over the next two years — Thailand compared to Global

54

Digital/Innovation/Technology

83%
80%

Evolution/New thinking

/2%
65%

Expansion/Diversification

86%
82%

-

Sustainability/Local community

W
=
=

39%

¥ Thailand [ Global

Q21. Which, if any, of the following are the company’s TOP FIVE priorities for the next two years?

Base: all Thailand respondents (2020: n=36), all Global respondents (2020: n=2801)
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Short term approaches for long-term goals

In the longer term, over three quarters of
Thai family businesses want to protect the
business as the most important family asset.
The hierarchy of goals is similar to those of
global family businesses.

% Important personal long-term goals (5+ years)

Protect the business as the most important family asset

oo | =
‘I

Ensure the business stays in the family

(&)

[e20 W)
Jd

Create dividends for family members

(o0 W)
w |

Create a legacy

|
“

Create employment for other family members

Nl W
w|©

M Thailand M Global
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Q27. How important are the following longer-term goals to you i.e. OVER THE NEXT FIVE YEARS OR LONGER?

Base: all Thailand respondents (2020: n=36), all Global respondents (2020: n=2801)
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Roles and responsibilities are in place, but not

clear

Clarity of roles and strength of leadership
was lower in Thai family businesses than
globally. Thai family businesses are less likely
to embrace change. Only 28% feel they have
strong digital capabilities, compared with 38%
of global family businesses.

Family businesses in Thailand are less
positive about the clarity of roles and strength
of leadership within the business compared
with globally. Additionally, fewer Thai family
businesses than global feel that they
embrace rather than resist change.

% Agreement with statements (Top 2)

There are clear roles and responsibilities for those involved in running the
business
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There is a resistance within the company to embrace change

N[
(ol 5

We have a clear and flat governance structure
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We have strong digital capabilities

Q28. How strongly do you agree or disagree that...

Base: all Thailand respondents (2020: n=36), all Global respondents (2020: n=2801)



Digital capability is no longer a priority

Only 17% of Thai family businesses say that digital is ‘fixed’ - in other words, they have strong
digital capabilities and it is no longer a priority. Only 28% feel they have strong digital
capabilities, which compares unfavourably with the 38% of global family businesses who feel
they have strong digital capabilities.

% Summary of Thailand digital capabilities and priorities

= X
11% 31%

Strong and it’s still a priority Not strong but

(19% globally) it's a priority (33% globally)
17/% 42%

Strong, it's no longer a priority Not strong and

(19% globally) it's not a priority (29% globally)

Q28. How strongly do you agree or disagree that... Base: all Thailand respondents (2020: n=36)

Base: all Thailand respondents who agree/disagree their business has strong digital capabilities (2020: n=17)
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Members are
transparent and

regularly
communicate

Levels of transparency and communication
are felt to be quite high. But only 47% say
there is family alignment on the company’s
direction and levels of trust are much lower
than the global average.

Amid the COVID-19 crisis, Thai family
businesses provide support for staff and are
more likely to make some form of financial
sacrifice than their global counterparts.

% Agreement with statements (Top 2)

Global
Family members regularly communicate about the business

67 66%

Relevant information is shared in a transparent and timely
way between family members

61

64%

All family involved/affected have similar views/priorities
about company's direction

47 58%

Non-board family members have a high level of trust in
the family members on the board

39 68%

COVID RELATED:

Communication between family members about the
business increased during COVID-19

42 53%

COVID-19 intensified communication between different
generations of family members

39 46%

% Sacrifices made by family shareholders

Salary reduction
36
31

Bonus reduction
33
28

Reduction of dividends
25
&

Inject capital into the business
17
15

None needed
28
43

Q26. How strongly do you agree or disagree that...

Base: all Thailand respondents (2020: n=36), all Global
respondents (2020: n=2801)

Q20. Which of the following sacrifices, if any, have family
shareholders made as result of the COVID-19 pandemic?

Base: all Thailand respondents (2020: n=36), all Global
respondents (2020: n=2801)
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Values and mission to
build long lasting
success

Only 56% of Thai family businesses have a
clear sense of company purpose and/or
family values. Some 44% of them agree that
the family owning the business has a clear
set of family values, compared with 70% of
global family businesses. Additionally, only
42% have their values and company mission
in written form, which is similar to the 44% for
global family businesses.

=

% Agreement with statements (Top 2)

The family have a clear sense of agreed values and purpose as a company

56

The values of the family that owns the business define clear expectations for
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The family that owns the business has a clear set of family values

44
70

The family have the family values and mission for the company articulated in
written form

42
44

The family have a defined code of conduct

39

47
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Q24. How strongly do you agree or disagree that....

Base: all Thailand respondents (2020: n=36), all Global respondents (2020: n=2801)
Base: all Thailand respondents agreeing with each statement (2020: n=14-20)
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Managing family business conflict

Almost 90% of Thai family businesses admit that family conflict occurs within the business.
This is higher than the global average of 77%. Typically it is discussed or handled within the
family without using third parties or resolution mechanisms, which may explain why the levels
of conflict remain high.

% Does family conflict occur within the business? % How is this conflict handled?

Conflict is handled within the immediate family
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Conflict is discussed openly by the family
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We apply our conflict resolution mechanism

From time to time
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We use a third-party conflict resolution service

= | =
HI

N

We ignore conflict because of societal norms

I Thailand M Global

Q22. Would you say family conflict within the business is something that...
Base: all Thailand respondents (2020: n=36), all Global respondents (2020: n=2801)
Q23. Which of the following (if any) describe how family conflict is handled in your company?

Base: all experiencing family conflict in business - Thailand respondents (2020: n=32), Global respondents (2020: n=2160)
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Succession plan for
business sustainability

Only 11% of Thai family businesses claim to
have a robust, documented and communicated
succession plan in place, compared with 30%
of global family businesses.

% Have a robust, documented and communicated succession plan in place?

>

11%

Thailand

M Thailand M Global

3%

of Thai family
businesses
revised their
succession plan
in light of COVID-
19 (the remaining
8% did not)

30%

Global

9%

of global family
businesses
revised their
succession plan
in light of COVID-
19 (21% did not)

Q16. Does your company have a robust, documented and communicated succession plan in place?
Q17. Has this succession plan been revised in light of the COVID-19 pandemic?

Base: all Thailand respondents (2020: n=36), all Global respondents (2020: n=2801)
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Family business and social responsibility

75% of Thai family businesses engage in
some form of social responsibility. This tends
to involve traditional forms of philanthropy or
contributions to the local community.

Only 36% of family businesses in Thailand
feel they have a responsibility to fight climate
change and its related consequences,
compared to 50% globally. However 56% of
Thai family businesses ensure that
sustainability is at the heart of everything they
do, compared to 49% globally. Over a third
(39%) of Thai family businesses have a
developed and communicated sustainability
strategy, which is higher than the global
average.

% Activities engaged in?

Traditional philanthropy/ grant-based giving

67%

Contributing to our local community (74% globally)

Impact investing

22%

Venture philanthropy (25% globally)

None of the above
2
1

il

[ Thailand M Global

% Agreement with statements (Top 2)

We ensure sustainability is at the heart of everything we do

N

(6]
o | o

We have a developed and communicated sustainability strategy which
informs all our decisions

We contribute strongly to the community

w

(6]
II

We have a responsibility to fight climate change and its related consequences

W

I Thailand M Global

Q31. Which, if any, of the following does the business or the family
owning the business engage in...

Base: all Thailand respondents (2020: n=36), all Global
respondents (2020: n=2801)

Q32. How strongly do you agree or disagree that...

Base: all Thailand respondents (2020: n=36), all Global
respondents (2020: n=2801)



24 | Global Family Business Survey 2021 — Thailand Report

Taking a lead role in sustainable business
practices

Future intentions are more encouraging though with 56% of Thai family businesses saying
there is an opportunity for their family business to lead the way in sustainable business
practices, compared to 55% of global family businesses.

%

55%
globally

Family businesses like ours are unlikely to lead but we
will play our part when required

There is an opportunity for family businesses like ours
to lead the way in sustainable business practices

Neither

53%
globally

We will play our part but it is the role of government
not businesses like ours to deliver greater benefits for
the planet and human society

In order to succeed going forward our business
is going to need to deliver greater benefits for the
planet and human society

Neither

56%
globally

We see tax as a cost to the business, which needs
to be minimised to stay competitive

We see the value in paying our fair share of taxes
as good corporate citizens

Neither

34%
globally

We invest in a standalone corporate social
responsibility programme

Corporate social responsibility is core to everything
we do

Neither

Q33. Which of the statements below best describes the way you feel about the role of your family business today?

Base: all Thailand respondents (2020: n=36), all Global respondents (2020: n=2801)
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The current COVID-19 pandemic has
brought challenges to family businesses
with the need to immediately adapt,
innovate and invest more than ever.

Leaders of Thai family businesses realise
that the same ways they have been
running the business may not necessarily
be the most appropriate to ensure the :
longevity and prosperity of their business.

The ability to compromise on core family
| . P ‘ ~ values and business models may be the
by ’ L O 4 key to future success. This includes
e W , business agility to the new normal,

prioritisation of short-term goals, and

investment in innovation and skilled
* " resources for sustainable and profitable
gr&/vth..i

Nevertheless, family-owned businesses .
with their unique strengths know when

best to harvest or leverage, which has led"
to repeatedly reaching their milestones

and generating consistent growth from
generation to generation.

- There is no formula for a family business.
e But running the business with trust, like

.. never before, should be a strategic priority .
. for'the future success and longevity of all =
igmlly businesses.
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About the Family Business Survey

The Family Business Survey is a global market survey of key decision makers in
family businesses within PwC’s key territories. The goal of the survey is to
understand what family businesses are thinking on the critical issues of the day.

= ==L

e &
2 80 1 Online _interviews Interviews were AcCross

J averaging 17-18 conducted
interviews minutes and between 87
conducted with conducted in local 5 October and territories
key decision language 11 December
makers in family 2020
businesses

50

I interviews were conducted in Thailand in this period
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Thailand company profile — which
companies did we interview?

%

Turnover (sales) (US$)

$1bn+

2 $501m-$1bn

= $101-500m

H $51-100m

m$21-50m

»$11-20m

2020

On average, 14% of 2019 sales were new
products/services

= $10m and under

Shareholder majority

m 3rd generation
® 2nd generation

| 1st generation

2020

Family’s role in the business

Owner managed

31

Family managed

44

Family controlled

17

Family owned (externally run)

* Sector (2020)

Industrial Manufacturing & Automotive (IM&A)

Consumer Markets (CM)

w
o

Financial Services (FS)

Health Industries (HI)

Energy, Utilities, Resources (EUR)

Base: all Thailand respondents (2020: n=36)
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Thailand respondent profile — who did we
speak to?
%

* Current job role/position Age

o
2
=
[l

28 \
CEO/MD
2 > 39%

Chair of the board

B 65 or older

B 55-64

[e]
N\

Member of the board of directors B 4554

42

Member of the Management Team 0 3544

44

Other role/position Under 35

2020

Gender Family Business Network (FBN) member

22%

= Female

u Male

Base: all Thailand respondents (2020: n=36)
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Clients and Markets Leader

Entrepreneurial and Private Businesses Leader
Tax and Legal Partner, PwC Thailand

Tel: + 66 (0) 2844 1000 ext. 4239

Email: niphan.srisukhumbowornchai@pwc.com




