THAI DANU BANK LTD.
IFI LOAN CASE STUDY
PRE PROJECT NUMBER 940-0002.48

Prepared for:

Mr. Thomas Nicastro

PRE/PR

Agency for International Development
Washington, D.C. 20523

\_

(— Prepared bv:

o
- b NI

N |
A A
MANAGEMEPIT SYSTEMS INT, EI(NA TIONAL
600 Water Street SW., NBU 7.7 L " telephone: (202) 484-7170

Washington, D.C. 20024 telex: 4990821 MANSY



http:9400002.48

THAT DANU BANK
TABLE QF CONTENTS

EXECUTIVE SUMMARY
I.  GENERAL LCONOMIC ENVIRONMENT

II. BANKING AND FINANCE
A. Institutional Framework
B. Interest Rate Structure, Cost of Money
and Liquidity

ITI. THE LOAN AGREEMENT BETWEEN THAI DANU BANK
AND A.1.C.

IV. TFI ORGANIZATION AND OPERATIONS
V. LOAN DISBURSEMENT ANG IMPACT ON SUB-BORROWERS

VI. INSTITUTIONAL IMPACT
A. Impact on Thai Danu Bank
B. Impact on Government of Thailand and
USAID/Thailand

VII. BORROWER PROFILES

APPENDICES:

General Statistics
Sub-Borrowers Visited
Kural Credit Article
List of A1l Sub-Borrwers
Data Collection 4iide

OV B LW RN —

Note: U.S.$1 = Baht 25.73 (as of September 2, 1987)

—

(e 8, WEY]

13

21
29
35
40

44



EXECUTIVE SUMMARY

This evaluation of the Bureau for Private Enterprise (PRE) Revolving
Fund investment project in Thailand was conducted in September 1987.
It is one of a set of nine studies carried out for the PRE Office of
Program Review of PRE investment projects. The cobjective of this
evaluation effort i< to discover and disseminate lessons that have
been learned about the effectiveness of investment project models
that PRE has used. The evaluation methodology employed here is a
nultiple case study design in which each of the nine projects is
treated as an independent case. Standardized data collection guides
were used in ali cases. The emphasis of the studies was to
determine (1) the development impact of project sub-loans to Small-
and Medium-Scale Enterprises (SMSEs); and (2) institutional changes
in the intermediate financial institution (IFT), government and USAID
Mission resulting from the operations of the PRE project.

Included in the research were the following tasks: (1) review of
project documentation and interviews with PRE investment Officers;
(2) review of relevant experiences of other similar projects in the

country; (3) site visits to approximately one-third of sub-
borrowers, including interviews with sub-borrowers and examination of
business operations; and (4) review of documents and conduct of

staff interviews in the IFI participating in the project.

PRE estabiished a $2.35 million guarantee facility for the Thai Danu
Bank. The guarantee facility covered 50 percent of the credit risk
of Thai Danu Bank’s five-year term loans to SMSEs outside of the
Bangkok metropolitan area. Thai Danu Bank is a 100 percent privately
owned commercial bank that is ranked eleventh in assets out of
thirteen commercial banks in the country.

The project addressed two major development problems in Thailand.
First, Tocal banks were generally unwilling to lend to SMSEs,
particularly in rural areas, because of traditionally conservative

lending practices. Second, despite Thailand’s recent impressive
economic growth record, growth has been highly concentrated in the
Bangkok area. Government services, public infrastructure,

investment capital and employment opportunities are increasingly
concentrated around the capital city, while unemployment and economic
stagnation are common in rural areas. The Thai Danu Bank project was
aimed at stimulating private commercial Tending to SMSEs outside of
Bangkok, and at directly previding long-term credit to this target
sector.

As of September 1, 1987 76 loans had been made under the facility,
and the average loan under the project was $63,690. The overall
quality of the SMSE loan portfolio was judged by the study team to be
high. A1l Toan recipients met the criteria established by the
project, and ranged in size from extremely small rural farms with
practically no assets to several modern manufacturing and retail
companies with over $350,000 in net fixed ascets. The average
borrower had about $97,000 in net fixed assets. A1l of the sub-



borrowers reviewed appeared to have excellent business prospects and
had used the loans for productive purposes. There had been no
defaults by sub-borrowers under the facility to date.

Loans under the guarantee facility resulted in significant increaces
in production and employment outside of Bangkok. Two areas where
production 1increases were particularly large were in agricultural
produce (such as chicken, pork, fresh-water fish, and oranges), and
in traditional Thai handicrafts. Approximately one-third of the
Toans went to new business starts. Estimated total employment
generated up to the half-way point in the project was 325 full-time
and 255 part-time jobs.

The additionality of this project, namely the extent to which it
resulted in the provision of credit to businesses that otherwise
would not have received commercial bank credit, was high. Thai Danu
Bank made numerous loans under the guarantee facility that it
otheiwise would not have made. Approximately one-third of the loans
went to new business starts, and the bank made ten loans to
businesses with significantly less collateral than it usually
allows. Clients under the facility included many women, and many
firms using new technologies.

Thai Danu Bank was a very good choice for this project. Bank staff
were enthusiastic about the project and attempted to implement the
project agreement fully and carefully. In addition, the timing and
fit of the facility with the bank’s Tonger term strategy were
excellent. The project was integrated into normal operations of the
bank, and provided a strong underpinning for its new branch expansion
strategy. This strategy was adopted in part to comply with recently
passed Government of Thailand requirements that banks lend 20 percent
of deposits in rural areas.

From a national economic perspective, use of a guarantee rather than
a direct loan was an appropriate mechanism for the high financial
liquidity situation that existed at that time.

Through its experience in lending to rural SMSEs the bank gained
significant expertise in identifying small business loans, and it is
apparent that long-term changes have been made in the bank’s ability
and willingness to lend to SMSfs. Bank officers also stated that
they intend to continue to lend to these types of businesses after
the termination of the project.

The project was closely monitored by USAID/Thailand, and it
subsequently provided a successful mode] that has been incorporated
into the design of the Small industries Guarantee Facility, a larger
USAID/Thailand financed guarantee scheme.



Recommendations and Design Implications

The guarantee mechanism can be very effective as a tool to induce
IFIs to lend to target businesses. The costs of lending to the
target group, in this case SMSEs, are borne largely by the IFI,
while the guarantee provides ample incentive for the IFI to
implement targeted lending seriously.

Selection of a well-managed and profitable IFI to cooperate in SMSE
lending projects is an important determinant of project success.
Sound management and overall profitability of the IFI increase the
likelihood that the institution will be able to administer the
project efficiently, and bear the additional costs of undertaking a
new type of Tending.

In addition, using the IFI’s usual organization and procedures can
minimize administrative costs to the financial institution and
increase institutional development by disseminating experience with
targeted clients directly into routine credit operations.

Working with smaller private banks provides important advantages
over working with larger banks. Smaller banks are likely to give
serious attention to guarantee projects because the guarantee
facility can cover a substantial portion of their portfolins, and
can make significant increases in earnings possible. (In Thai
Daru’s case, the facility covered 2.3 percent at full utilization.)

There are, however, several drawbacks associated with working with
smaller IFIs. Because a project may induce significant changes in
smaller IFIs, it is necessary for project designers to keep in mind
the risks that a project may bring to an IFI. In addition,
relatively small IFIs may be easier to change, but they have little
influence on financial markets. In general, institutional changes in
smaller IFIs will have significant national impacts on private
enterprise development only if these changes provide models that
other IFIs adopt.

Finally, the relatively close working relationship that existed
between PRE and the USAID/Thailand Mission contributed to the
success of the Thai Danu project, thereby demonstrating the
importance of involving the local USAID Mission during design and
implementation of centrally funded projects of this type.



I.  GENERAL ECONOMIC ENVIRONMENT

Thailand is a free, open and competitive economy with a
dominant agricultural sector, a relatively small but rapidly growing
industrial sector, and a strong and generally robust private sector.
Because of its increasing openness and its dependence on the
international market for export of agricultural products and import
of industrial inputs, especially ¢il, Thailand’s economy is strongly
influenced by external economic conditions.

Agriculture is the mainstay of Thailand’s economy. Despite the
decline in the relative importance of agriculture in GDP over the
Tast decade, this sector still accounts for a quarter of value added,
occupies 73 percent of the country’s labor force, provides livelihood
for over 80 percent of the population and accounts for some 60
percent of export value.

From mid-1984 through mid-1986, Thailand experienced an
economic recession reducing the rate of economic growth to 3.2
percent in 1985 and an estimated 4 percent in 1986. This was in
contrast to a remarkably rapid and sustained economic growth of 7.5
percent, the average for two decades prior to 1984. Duiing this
period, per capita GNP decreased in terms of U.S. dollars from $798
to $713 in 1985 and partially recovered to $763 in 1986. It should
be noted that this reflects a decline in the dollar/baht exchange
rate. In real terms, personal income in Thailand grew slightly from
1984 to 1986, but the dollar value of personal income fell.

Likewise, gross fixed capital formation decreased from $9.7

billion in 1984 to $8.5 billion in 1985, and partially recovered to



$8.9 billion in 1986. In the National Account, personal income
decreased by 8.4 percent in 1985 and partially recovered in 1986, and
the unemployment rate, as officially stated, increased from 5.1
percent in 1984 to 6.1 percent in 1985 and 6.8 percent in 1986.
Thailand, however, was not alone in this regard, as most agriculture-
based developing economies shared in this recession. In fact, by
international comparison, Thailand’s economic performance during this
difficult period, as in the past, was above average.

External public debt is under strict management control of the
government.  According to the Deputy governor of the Central Bank
(Bank of Thailand), immediately after the IMF/World Bank annual
meeting of 1984 in Toronto, when the Mexico debt problem emerged, the
Thai government established the Foreign Debt Policy Committee. The
Committee has been quite successful in monitoring and managing the
external debt. 1In 1986, Thailand’s debt service nevertheless stood
at 22 percent of total exports.

During 1986, in order to stimulate more rapid economic
recovery, the government implemented several rolicy measures and
relaxed numerous rules and regulations. The measures included the
reduction of tax rates, public utility charges, domestic o0il prices
and interest rates, as well as a relaxation of trade regulations.
Also, in May 1987, the government established the National State
Enterprise Committee, chaired by the Deputy Prime Minister, with
responsibility for monitoring the performance of state-owned
enterprises (SOEs) and providing guidelines for their efficient

operation and potential privatization. At present there are 67 SOEs,



as compared to 120 in the 1970s.

As a result of these measures the fiscal position of Thailand
was substantially improved. For the nine-month period October 1986
to June 1987, as compared with the same period in the previous year,
government revenue increased by 16.6 percent wiile expenditure
increased by only 1.2 percent. During the same period government
domestic borrowing was reduced from B29.6 billion ($1.15 billion) to
B14.6 billion ($567 miilion), net foreign borrowing was in fact
negative at B-2.4 Biilion ($93,276,331), and the overall fiscal
deficit was reduced from B31.8 billion ($1.2 billion) to BI13.4
billion ($521 million), a reduction of 58 percent. These fiscal
accoiplishments, however, were partly due to the recession of mid-
1984 o mid-1986 which the government hoped to overcome by the
implementation of monetary and fiscal policy measures. The Central
Bank expects an ecuncmic rate of growth of 6 percent for 1987 and 7
percent for 1988.

Despite the impressive recent economic growth record, there are
several national economic problems that affect small- and medium-
scale enterprises. Principal among these is the issue of regional
imbalances and inequality. Economic growth has been highly
concentrated in the Bangkok metropolitan area. It is estimated that
over 43 percent of all manufacturing establishments are located in
this area, and another 27 percent in the immediately surrounding

central region. 1 The vast majority of Thailand’s poor, however,
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1 Thai Danu Bank Guarantee Facility Investment Proposal;
USAID, Bureau for Private Enterprise, Office of Investments, July
1985,



are located outside of the Bangkok metropolitan area, primarily in
the North and Northeast regions of the country.2 Largely as a
consequence, underempioyment is at unacceptably high levels,
particularly in rural areas. Concentration of government services,
public utilities and facilities, employment opportunities and
personnel skills in the Bangkok metropolitan area »us become a
significant barrier to the development of small- and medium-scale
enterprises outside of Bangkok.

There has been a growing recognition of the problems of
resource concentration in Bangkok and increasing poverty in rural
areas. Recently the Government of Thailand and international and
bilateral donor agencies have sought strategies to increase income
and employment opportunities outside of Bangkok. QOne of the main
approaches adopted to address this problem is to stimulate business
activity outside Bangkok. The Thai Danu Bank Revolving Fund
Guarantee Project is one of several projects and programs aimed at

stimulating smali- and medium-sized enterprises outside Bangkok.

2 Thai Danu Bank Guarantee Facility Investment Proposal, op
cit., p. 9.



IT. BANKING AND FINANCE

A. Tnstitutional Framework

Thailand’s financial system consists of the Central Bank, 30
commercial banks, 100 finance companies, 25 leasing companies, 1,059
agricultural cooperatives, 595 savings croperatives, 334 pawnshops,
12 life insurance companies and a number of specialized institutions
including: the Government Savings Bank, the Bank for Agriculture and
Agricultural Cooperatives, the Government Housing Bank, the
Industrial Finance Corporation of Thailand and the Small Irdustrial
Finance Office.

The Thai financial system is in an advanced stage of
development. It operates in an open-economy environment with market
forces determining rates of interest and the flow of credit. The
majority of financial institutions are owned and operated by the
private sector. In 1986, the system provided total credit of B927
billion ($35 billion) to the economy, with approximately one-third
going to the government and two-thirds to the business and household
sector.

The Bank of Thailand has regulatory and supervisory
responsibility for the system. Like central banks in most
countries, the Bank acts as the note issuing authority, as banker to
the government and other banks and as fiscal agent of the government
in its dealings with international monetary organizations. The Bank
is also authorized by the Ministry of Finance to manage the public

debt, and to administer exchange controls.



Commercial Banks

Domestic commercial banks dominate the financial system in
terms of both deposits and lending. There are 30 commercial banks,
16 domestic and 14 foreign. In 1986, domestic banks had 1,835
branches, including 26 branches overseas, compared with 19 branches
of foreign banks which collectively hold less than 5 percent of
deposits, outstanding credits and total assets of all commercial
banks.

Commercial banks obtain funds by accepting demand, savings and
time deposits and through borrowing. At the end of 1986, total
deposits (non-government) of the commercial banks amounted to B603
billion ($22.9 billion), 6 percent in demand, 26 percent in savings,
and 68 percent in time deposits. Balances in demand deposits
{current accounts) do not receive interest. Deposits at commercial
banks equal 76 percent of total nongovernment deposits in the entire
Tinancial system, giving the commercial banks unchallenged control
over the financial system, particularly credit markets.

Commercial banks are the primary providers of credit to the
private sector, providing over 80 percent of private sector credit.
Lending by the banks is mainly in the form of overdraft facilities,
but in most cases these are renewed for a period of severa) years,
The Bank of Thailand requires a ceiling of B50 million ($1,943,257)
on overdraft lines of credit to any one customer. Lending over the
prescribed amount must be in other forms, namely term loans and
discounts of promissory notes (receivables). At the end of 1986, the

total credit extended by the commercial banks to the private sector



amounted to B501 billion ($19 billion), an increase of 4 percent over
1985. During the same period, commercial bank deposits increased by
13 percent causing a sharp increase in Tiquidity of the banking
system and a drop in the rates of interest.

The Bank of Thailand requires commercial banks to lend 20
percent of their total deposits outside of the metropolitan Bangkok
area. Of this 14 percent must be agricultural credit, defined as
Toans to farmers and small-scale industries. The remaining 6 percent
of the 20 is required to be credit to agroindustries. If a bank
fails Lo meet these targets, it must deposit the shortfall with the
Bank for Agriculture and Agricultural Cooperatives (BAAC) at a 5
percent annual rate of interest.

At the end of 1986, commercial bank credit was distributed as

follows:
Wholesale and Retail Trade 23.2%
Manufacturing 22.7%
Foreign Trade 15.0%
Personal Consumption 8.8%
Agriculture 7.2%
Financial and Banking 6.0%
Services 5.2%
Others 11.9%

Commercial banks in Thailand are traditionally rather
conservative in their lending practices. They usually lend against

collateral and not against cash-flow, and often require collateral in



excess of 200 percent. Because business activity is concentrated in
the Bangkok metropolitan area. the vast majority of commercial bank
lending occurs within the capital city. For these two reasons, rural
businesses find it difficult to obtain sufficient credit and other
financial services. This is particularly true for new businesses jin
rural areas. In addition, because the majority of commercial banks
in Thailand are inexperienced in dealing with smaller businesses,
banks tend either to disccurage small business lending, cr to demand
large amounts of collateral. This unavailability of credit and
excessive collateral requirement in rural areas has been one of the
bottlenecks that constrains economic growth outside of Bangkok.
Finally, the preference of commercial banks for overdraft lending
exacerbates the difficulties of small businesses hoping to obtain

credit for initial capitalization or for expansion.

Non-Bank Financial Institutions

The Thai financial system also includes many non-bank financial
institutions which provide specific financial services. Most
important of these institutions are the finance companies, the
Industrial Finance Corporation of Thailand (IFCT), and the Bank for
Agriculture and Agricultural Cooperatives (BAAC).

There are 100 finance companies which borrow funds from the
public through issuance of promissory nctes. Finance companies may
not accept deposits. The rate of interest offered on promissory
notes is, by regulation, higher than commercial bank deposit rates.

The ceiling for the lending rate for finance companies is set at a



higher Tlevel than that of commercial banks, and most are granted
permission to wundertake a “securities business" and provide
investment advisory services. At the end of 1986 the total assets of
finance companies ameunted to B137 billion ($5.2 bilTion), mainly in
the form of loans and advances to the private sector (67%), and
government bonds and treasury bills (12%).

The Industrial Finance Corooration of Thailand (IFCT) replaced
the Industrial Bank of Thailand in 1959. Although set up by special
legislation, IFCT is owned by the private sector, principally by Thai
commercial banks. It specializes in financing fixed assets through
the extension of medium- and long-term loans to industry. IFCT does
not mobilize funds in the domestic market. Its principal sources of
funds at present are long-term borrowing mainly from the Asian
Development Bank, Bank of Thailand, World Bank and other official
international institutions. A1l foreign loans are guaranteed by the
government. IFCT’s total assets at the end of 1986 were B17.9
billion ($696 million), of which 59 percent were lent to businesses.

Non-bank financial institutions, with the exception of
traditionq] moneylenders, have been relatively inactive in lending
to small rural enterprises. One exception to this general rule is
the Small Industries Credit Guarantee Fund (SIGF) established in 1985
and managed by IFCT. This existing fund is supported by
contributions of banks and the Thai Government and is targeted at
industries with less than $400,000 in net fixed assets. Equity of
the fund is held by IFCT, commercia] banks, and the Ministry of

Finance. The principal objective of the SIGF is to provide financial



and techknical assistance to small industrial enterprises at
relatively low interest rates. SIGF screens and approves loans while
Krung Thai Bank undertakes lending operatiocns and assumes a portion
of the credit risk.

Currently JFCT is plagued with problems 1like those of
development finance institutions in other developing countries. The
government is constrained in its ability to provide funds because it
is trying to reduce its budget deficit; at the same time,
international financial institutions are increasingly reluctant to
lend to development finance institutions because of their poor
financial performance and adverse impact on the development of local
credit markets.

Also relevant is the Bank for Agriculture and Agricultural
Cooperatives, established in 1966 to provide credit to farmers and
cooperatives. The Bank is owned by the Ministry of Finance. Nearly
40 percent of BAAC’s sources of funds are provided by commercial
banks, 1€ percent by the Bank of Thailand, 12 percent through foreign
borrewing and 11 percent through deposits. As noted above,
commercial banks are required to lend 20 percent of all deposits to
rural areas, including 14 percent to farmers and small enterprisas.

At the end of 1986, total assets of BAAC were B30 billion.

B. [nterest Rate Structure, Cost of Money and Liquidity

Interest rates are determined by free market forces and are
substantially influenced by rates in the international market such as

the London and Singapore Interbank Offer Rates. The Bank of Thailand
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sels the maximum rates for both lending and deposits, generally
leaving sufficient latitude for the banks to operate freely. There
is no minimum rate for interest on deposits. Government bonds and
Treasury Bills are marketed through auctions and the prevailing
market forces determine the yields.

At present, due to the high liquidity of the bhanking system,
interest rates are much lower than the ceilings established by the
Bank of Thailand. At the writing of this report (September 1987) the

rates were as follows:

Ceiling rate for Time Deposits (1 year) 9.5
Actual rate for Time Deposits (1 year) 7.25
Actual rate for Savings Deposits (passbook) 5.5

Yield on Government Bonds (5 yr.) Latest Auction 7.5

Yield on Treasury Bills (up to 6 months) 3-3.5
Loan and overdraft ceiling rate 15.0
Actual Lending rates: Prime 10.5

Superprime (LIBOR) 7-8.0

From December 1985 to June of 1987, commercial bank deposits
increased by 21 percent, while commercial bank credit to the private
sector increased by 14.2 percent. The legal reserve requirement is 7
percent of total deposits, 2.5 percent of which is to be deposited
with the Bank of Thailand in a non-interest bearing account and 4.5
percent held in cash or in deposits with other banks. The banks are
also required to keep 10 percent of total deposits in government

bonds and treasury bills, bidding the rates down to below deposit
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rates and putting pressure on the commercial banks’ profitability.
Central bank officials, however, believe that this is a temporary
phennmenon, and that as the economy recovers in the latter part of
1987 through 1988, the situation will be corrected. Recent economic
indicators support this belief.

Despite high Tiquidity, there remains a persistent lack of
commercial credit available to smaller borrowers in rural areas. In
many cases, small businesses are furced to obtain credit at high
interest rates from traditional moneylenders, or must try to work
through government-sponsored credit programs despite the

difficulties often encountered in these programs.
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ITI. THE LOAN AGREEMENT BETWEEN THAI DANU BANK AND PRE

The Thai Danu Revolving Fund loan project was one of the first
two Revolving Fund projects in Asia. It was designed at the same
time as the Far East Bank and Trust Company project in the
Philippines, and was preceded by another A.I.D. loan to a commercial
bank in Thailand intended for on-lending to small- and medium-scale
enterprises (SMSEs). In explaining the reason for selecting Thailand
as a country for this early and special attention, PRE officers
pointed out that Thailand has been the growth Tleader among ASEAN
countries recently, and is a very favorable climate for PRE
investments. Once established, private enterprise programs in
Thailand tend to be very successful and to serve as models for
programs elsewhere.

Both the original project design and the intermediate financial
institution (IFI) chosen to implement the project changed early on
during design of the project. The initial project design was for a
second loan to a Thai commercial bank that had worked with PRE in the
prior small business credit project. The new project was to add the
stipulation that sub-borrowers be outside of the Bangkok area.
Officers of that bank felt, however, that lending to rural SMSEs
would cause excessive risk and administrative costs and therefore
would not accept the restrictions. PRE then selected Thai Danu Bank
as a potential IFI because of three important factors: (1) the size
of the PRE Tloan relative to Thai Danu Bank’s portfolio made it a
significant activity for the bank; (2) Thai Danu Bank had adopted a

plan to develop branches outside of the Bangkok area, and the PRE
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guarantee provided an added incentive for its marketing efforts in
rural areas; and (3) the bank was considered a very well managed
comnercial bank, and therefore its participation in the project
promised a high chance of success.

A review of the liquidity situations both nationally and within
Thai Danu Bank indicated that an infusion of funds through a direct
loan was unnecessary. From the bank’s point of view, a guarantee was
more attractive than a direct loan from PRE because a guarantee
facility does not introduce additional funds during a period of high
Tiguidity, and compared to direct Toans, substantially reduces
foreign exchange risks to the bank.

The USAID Mission, which did not have prior experience with
Thai Danu Bank, initially was wary of involvement with such a small
bank. In Thai banking circles, however, Thai Danu Bank was regarded
as a sound institution, more conservative in its lending practices
than most banks in the country, but willing to be flexible and
innovitive in its approach to SMSE lending.

PRE officials involved in early stages of the project stated
that there was a high degree of participation by senior bank
officers in discussions about project design. Senior management was
aware of the development objectives of the project and of the new
lending practices that it would entail. At the national level there
were no requlatory or institutional constrainfs that threatened the
operation of the project. There was no central bank involvement, for

example, because of the virtual elimination of foreign exchange
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transactions. The project therefore seemed to fit the bank’s

objectives very well.

The Thai Danu Bank Guarantee Facility

The objectives of the Thai Danu Bank project were (1) to
determine the effectiveness of the guarantee mechanism as a means to
mobilize and direct savings to developmentally desirable ends, and
(2) to serve as a demonstration to Thai commercial banks of the
viability of providing term credit to rural borrowers with 1imited
fixed assets.

The A.I1.D. Bureau for Private Enterprise provided a $2.35
million indirect loan to Thai Danu Bank (the Local Lending Bank) to
be used as a guarantee fund to cover 50 percent of the principal
value of qualifying term loans to small- and medium-scale businesses.
The other 50 percent of credit risk on project loans was borne by the
bank.  Thus, in the event that there is a loan default in Thai Danu
Bank’s guaranteed portfolio, Thai Danu can shed 50 percent of the
principal loss to A.1.D./PRE. This 50/50 arrangement gives the bank
enough risk so that it takes great care in the loans it makes, while
giving it an incentive to lend to the target group of businesses.

The $2.35 million Toan was deposited in a collateral account in
the Rainier Bank, (called the Depository or Issning Barik) on behalf
of Thai Danu. This collateral account is biocked so that Thai Danu
Bank cannot get direct access to the PRE loan. The collateral
account pays interest to A.1.D. equal to about 2 percent above the

U.S. Treasury Bill rate.
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Thai Daru Bank makes direct loans to businesses thai meet the
terms of the project agreement, lending from the bank’s general pool
of funds. To guarantee qualifying subloans, Thai Danu assembles the
qualifying Tloans onto one 1list, and submits a Certificate of
Estimated Standby Utilization to PRE. This certificate estimates the
guarantee coverage needed over the upcoming six month period and
provides a warranty that the bank has met the conditions in the
project agreement. Thai Danu Bank, the Local Lending Bank, must also
submit to A.1.D. and the Rainier Bank a Local Lending Bank Standby
Certificate, which is a request for the Rainier Bank to issue a
Standby L/C and 1lists the subloans to be covered by the L/C.
Provided all conditions are mét, Rainier Bank then issues Standby
L/Cs drawn on the collateral account. The Standby L/C, once issued,
is the guarantee for all qualifying loans on the Standby Certificate.

The Loan Agreement provides for disbursements of L/Cs 1in
$500,000 amounts, and so Certificates of Estimated Standby
Utilization must also be a minimum of this amount. Because the
Standby L/Cs cover only 50 percent of the principal of qualifying
subloans, Thai Danu Bank must make $1 million worth of SMSE loans to
apply for a $500,000 L/C. When the guarantee facility is fully
utilized, PRE’s $2.35 million in guarantee funds stimulates $4.7
million in SMSE loans by Thai Danu.

Thai Danu Bank pays two fees for using the guarantee facility,
both payable in U.S. dollars:

- A 1.25 percent annual Guarantee Fee payable to A.I.D. on

the average daily amount under guarantee coverage;
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A .15 percent annual Issuing Fee to Rainier Bank on the
outstanding amount of Standby L/Cs issued.

In addition, there are minor fees charged to Thai Danu Bank for
alteration of Standby L/Cs and for payment of claims against the
L/Cs.

Thai Danu Bank may make a claim for payment under a Standby L/C
only when principal or interest payments of one or more subloans are
at least ninety days past due. When making a claim, Thai Danu Bank
must certify that it has pursued reasonable and diligent collection
activities against the defaulting sub-borrowar. All money collected
from the defaulting business is applied to the claim against the
Standby L/C. Then Thai Danu must submit to Rainier Bank a
certification of default for each defaulting subloan.

Once a claim is made, Rainier Bank pays the amount due (50
percent of the outstanding principal) from the guarantee account to
Thai Danu Bank. Thai Danu has no obligation to repay the collateral
account unless it is able to recover from the sub-borrower. Fifty
percent of recoveries are payable to A.I.D. The sub-borrower has no
direct obligation to repay A.I.D.

At the beginning of the project Thai Danu officers brought
several Toan requests to PRE’s attention to see if the bank properly
understood PRE’s loan criteria. According to PRE officials, the
language of the agreement was kept oroad in order to ensure
flexibility in the project, and this meant that in some cases it was
difficuit to determine whether a client was suitable or not. Al]

questions about the project agreement were answered without
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difficulties. For example, Thai Danu Bank requested PRE’s advice on
the acceptability of financing of a day care facility, and later on
financing a hospital. The former was allowed because it was
considered a small business, and the latter was not.

The Project Agreement with A.I1.D. was signed by Thai Danu Bank

in December 1985. The following five disburcements were made:

Amount Date

$500,000 4 rebruary 1986

$500,000 7 May 1986

$500,000 21 January 1987

$500,000 22 May 1987

$350,000 17 June 1987
Total $2,350,000

The June 1987 disbursement brought the guarantee facility to full
utilization. The Availability Period for using the facility was
extended from 31 May 1987 to 31 August 1987 in order ta give the

bank more time to utilize the facility fully.

The Thai Danu Bank Investment Development Package ({IDP)

Because Thai Danu Bank’s traditional customers are large
industries in the Bangkok area, prior to the project the bank’s
staff had 1ittle experience with SMSE lending. In order to enhance
the bank’s ability to lend to SMSEs, the Revolving Fund Project
included a $50,000 training grant. The grant, referred to as the

Investment Development Package (IDP), had the following objectives:
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To provide training to improve staff capacity in dealing with
smaller-scale rur:l enterprises (SSEs);

To defray costs of training bank staff to implement the
project;

To send staff to examine SSE lending practices in other Asian
countries.

The effective starting date of the grant was August 30, 1985

and the expiration date was scheduled for September 30, 1986. As of

July

31, 1987 the grant had been fully utilized.

Following is a breakdown of expenditures:

1. External Training $13,312.80
2. In-House Training $21,441.86
3. Manuals -0 -

4. Audio/Visual Fquipment $15,245.35
TOTAL: $50,000.00

Activities under the grant began in March 1986 and ended in

July 1987. The following activities occurred:
ACTIVITY LOCATION PARTICIPANTS
I. EXTERNAL TRAINING
1. Productivity Improvement Japan, Korea 2 branch managers
Study Visit Taiwan
2. Productivity Improvement Japan, Korea 1 branch manager
& Quality Control Centers Taiwan manager
Study Visit
3. Advanced Credit Seminar Philippine Manager, Credit
Analysis & Info.
Division
4. Corporate Lending Strategy Bangkeok Unit Head, Head
Program Office Credit
5. Study Visit on Technology & Australia 2rd Vice Pres.
Productivity Improvement for 1 branch mgr.
Agro-Industrial Enterprises
6. Financing ASEAN Agriculture Malaysia 2nd Vice.Pres.,
in the 1990s Credit
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IT. IN-HOUSE TRAINING

1. Effective Credit Operations
for Lending Officers

2. Effective Credit Marketing
and Management

3. Effective Credit Policy

4. Strategy on Managing a
Successful Business

5. Strategy on Managing a
Successful Business

6. Effective Credit Marketing
& Management for Supervisors

7. Effective Credit Marketing
& Management for Credit
Officers

8. Intensive English Course

Headquarters

Thai Danu Bank

Bangkok

Nakorn
Rachasima

Chiang Mai

Songkhla

Headquarters
Thai Danu Bank

Headquarters
Thai Danu Bank

Headquarters
Thai Danu Bank

34 lending ofticers

37 executives and
managers

14 executives

130 Thai Danu
executives,
businessmen,
branch mgrs.,
credit officers

170 participants
as above

45 senior credit
officers

42 credit officers

20 executives
& credit officers

In addition to the above activities, audio/visual equipment was

purchased for a total of $15,245.

Production of credit manuals as planned in the original agreement

was not necessary, and this was deleted from the work plan. The

effects of this training package are discussed below in Section V.

20



IV. IFI ORGANIZATION AND OPERATICNS

Thai Danu Bank is a 100 percent privately owned commercial bank
that has operated in Thailand for thirty-eight years. It is ranked
eleventh out of sixteen local banks in Thailand with total assets of
B9,468,120,141 ($368,266,050), and net worth of B623,558,570
($24,253,542) as of June 30, 1987. Thai Danu Bank has a reputation for
conservative management, and has a relatively stable funding base, good
deposit and loan growth (21 and 17 percent, respectively) with adequate
ioan loss reserves (.5 percent) and relatively low loan losses (.17
percent). Thai Danu Bank’s profits for fiscal year 1987 grew 12
percent over the previous year reaching $938,699 and provide a 3.9
percent return on equity. The bank has twenty-eight branches as of
October 1987, and will increase these to thirty-one by the end of 1988.

The bank’s liquidity was high in 1986, and even higher in 1987.
From June 1986 to June 1987 deposit growth was 34 percent higher than
loan growth, and Pakorn Thavisin, Thai Danu’s president, said that in
the third quarter of 1987 deposit growth was 50 percert higher than

credit growth.

Project Management

The project isvmanaged by the Branch Credit Division of the Credit
Department. No special organizational arrangements were made for
administration of the project because the bank felt that it was not
necessary. Day to day oversight of program loans is the responsibility
of Mrs. Ninlavan, 2nd Vice President - Credit. Mrs. Ninlavan is the

second highest ranking officer in the credit department, and is a
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seasoned banker with ovor eighteen years of experience. Most daily
operations of the project, including preparation of credit analyses and
Toan monitoring, are carried out by three Junior Clerks. The following
chart displays Thai Danu’s organizational structure for purposes of

administering the Revolving Fund project:

Management Structure for the A.I.D. Guarantee Project

Thai Danu Bank President
Senior Vice President

Credit Department
(Vice President-Credit)

Branch Credit Division
(2nd Vice President-Credit)
(The A.1.D. project is managed by this division)

l |

Junior Clerks (3) Branch Managers
(Carry our routine (Promote the project
project administration) and service customers)

This organizational arrangement - integrating the guaranteed SMSE
lToan portfolio into the credit department - was felt by bank officials
to be very efficient compared to the alternative of setting up a
separate division for guarantee project loans. Only two or three
Junior Clerks spend full time on the project. The 2nd Yice President
who manages the project also has credit responsibilities outside the
project, and reviews and administers guaranteed loans in the same
manner that she handles non-quaranteed loans. The Senior Vice
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President and President of the bank, although keenly interested in the
performance of guarantee project borrowers, are involved only when
specific decisions are required.

Almost all guaranteed loans originated at the branch level. The
usual Tending procedure starts when a business owner or manager asks a
branch manager for a loan. In the case of most of the Guarantee
Facility project loans, the bank advertised the Facility widely by word
of mouth. Once the potential client approaches a branch, the branch
manager helps the customer prepare a business plan, which can be
detailed rprojected financial statements or Just short written
assessments of a business idea, a client’s character and collateral.
The branch manager sends the business proposal along with necessary
application documents to the Junior Clerks in the Credit Department.
The clerks check the proposal for completencss and in some cases verify
statements by examining the customer’s bank account records, bill
receipts, and invoices. The proposal and application then go to the
2nd Vice President-Credit for review. She is responsible for writing
an appraisal of the application. Appraisals include reference to the
guality and amount of collateral, an assessment of client character, in
some cases a detaiied analysis of projected financial performance, but
in all cases some gross and net income figures.

Applications and appraisals are then sent to the Senior Vice
President and President for approval. In practice, the
recommendations of the 2nd Vice President carry great weight with the

Senior Vice President and President. The typical time from loan
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application to approval is one week for small loans. Average time from
approval to disbursement is two weeks.

This application and approval process is almost identical to Thai
Danu Bank’s usual credit process. The only major differences are the
loan criteria stipulated in the project agreement, and the greater
attention that Thai Danu gives to borrowers under the project. More
attention is given to this group of borrowers both because of their
greater risk and because of the experimental nature of the program.

Branches have the authority to approve loans less than B100,000
($3,887), and the 2nd Vice President has authority to approve amounts
up to B200,000 {$7,773).

After approval, guarantee project loans are administered Jjust like
other Thai Danu Bank loans, although all guaranteed loans are under the
direct supervision of the 2nd Vice President - Credit. Thai Danu Bank
prides itself on offering more attention to customers than the bigger
Thai banks can, and even more advice and follow up than usual is
provided to guarantee project accounts.

Thai Danu Bahk offers both business and technical advice to its
clients. When the guarantee project started, the bank called its
agricultural credit expert, Mr. Kamhang, out of retirement to assist
credit officers in working with new agribusiness clients under the
guarantee facility. This expert has been very helpful to
agribusinesses under the guarantee program in formulating business
plans and in providing technical advice. Mr. Kamhang also assisted

bank credit officers in evaluating agro-industrial projects.
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The Agricultural Credit Centre is Tlocated 1in the credit
department, and appears to have been effective because this arrangement
integrated the agriculturil specialist directly intc routine credit
operations. Day to day involvement in credit operations ensured that
Toan officers could promptly respond to the technical problems
encountered by agribusinesses, and could easily refer their own
questions to a technical expert.

Thai Danu Bank had no industrial credit officer comparable to its
agricultural credit expert involved with the guarantee project. It also
appeared that feasibility analyses for small industrial projects were
Tess thorough than those for agribusiness ventures under the guarantee
facility. However, when senior management was asked whether they felt
that there was a need for an industrial expert to help apprajse and
advise small industrial clients, they replied that Thai Danu Bank has
substantial experience with industrial clients and therefore they did
not feel a weakness in industrial lending activities.

Of Thai Danu Bank’s 28 branches, eleven are outside Bangkok. Thai
Danu Bank has been aggressively expanding its branch network outside of
Bangkok in part to comply with Government of Thailand rural lending
requirements, and in nart to develop a new client base among smaller
companies with good growth prospects.

The guarantee project fit very well with Thai Danu Bank’s rural

sansion program. In effect, the guarantee lowered the risk of
Tending to small businesses, which in turn encouraged Thai Danu to Tend
at slightly Tower interest rates outside of Bangkok. This has given an

incentive to the bank’s branch expansion program, and has made the bank
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more aggressive in the SMSE market, particularly in rural areas where
commercial banks find it difficult to compete with government-sponsored

lenders.

Collateral and Interest Rates

Interest rates for loans are determined by a committee of senior
credit officers. The committee follows the same interest rate
guideiines for guaranteed as for non-guaranteed loans, with the
exception that guaranteed lcans are offered at about 1 to ? percent
less than unguaranteed loans to the same customer.

Interest rates charged for loans under the guarantee project
ranged from 12 to 15 percent, with the majority in the 12 to 13
percent range. The rates charged by Thai Danu were in all cases
approximately at the Tlevel of prevailing market rates offered by
competitors. Because of higher costs of funds, Thai Danu Bank
usually charges slightly higher interest rates than its larger
competitors, such as Bark of Bangkok, Siam Commercial Bank, Krang Thai
Bank, and the Bank for Agriculture and Cooperatives. Thai Danu Bank
must compete with these larger banks by providing customers with
better-than-average services such as fast Jloan processing and
personalized business and technical advice. One of the main benefits
of the guarantee project to Thai Danu Bank was that because part of the
SMSE credit risk was covered by the guarantee fund, bank officers felt
they could reduce their usual risk premium. As mentioned above, this
allowed the bank to lower its interest rates to SMSEs so that the bank

became more competitive in the SMSE market.
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Thai Danu Bank usually lends no more than 50 percent of the value
of collateral pledged by & customer. Another way to view this is that
a ratio of collateral to loan of 200 to 300 percent is the norm in
Thailand. Because of the guarantee facilicy, Thai Danu Bank officers
adopted a flexible collateral policy for customers with guarantees so
that they often required only a 100 to 200 percent collateral rate,
i.e., they would lend between 50 and 100 percent of pledged collateral.

For the twenty-two sample cases examined in depth as part of this
study, collateral ranged from a low of 40 percent of the Toan to a high
of 666 percent, with an average value of 234 percent of the loan. A
large group of sub-borrowers in the sample were in the 110 to 150
percent range, a collateral to loan ratio that would not have been
considered acceptable to Thai Danu Bank for unguaranteed loans.

Overall, Thai Danu Bank appears to have been more flexible in
setting collateral requirements for loans under the guarantee project.
In cases where a borrower’s collateral met traditional guidelines Thai
Danu Bank generally required the standard collater~1 rate. For loans
where collateral value was not up to the usual standard but the credi*
risk seemed acceptable, Thai Danu Bank accepted less than the usual

requirement.

27



ihai Danu Bank’s
Headquarters in Bangkok
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V. LOAN DISBURSEMENT AND IMPACT ON SUB-BORROWERS

As of September 1, 1987 seventy-six (76) Toans had been made under
the facility. The average loan (including overdraft facilities) under
the guarantee program was $63,690. The largest loan was $386,997 to
Boonserm Dye House Company; the smallest was %967 to Mr. Anan
Guardmanee. There have been no defaults under the project.

In order to gain additional insights concerning the operations and
impact of the Thai Danu Bank project, visits were made to a stratified
random sample of sub-borrowers. The sample was stratified in terms of
industry, size, credit experience, location and loan performance. The
twenty two borrowers visited represented 29 percent of the active Thai
Danu guarantee accounts, and are generally representative of the range
and composition of the guarantee wortfolio as a whole.

Interviews with each of these sub-borrowers were guided by a
standard questionnaire that teaw members used to record responses and
to ensure consistency in the data obtained. During each visit to a
sub-borrower, a tour was made of the facilities, including the
capital, land and equipment purchased with Thai Danu loan proceeds.
These sub-borrower visits are summarized in the Borrower Profiles
presented in Chapter VII below.

The Toans under the Thai Danu Bank guarantee facility resulted in
significant increases in production and employment outside of
metropolitan Bangkok. Over seventy percent of all the Joans were to
businesses that directly produce or rrocess goods, while only 30
percent were to service industries. Two areas in which production

increases resulting from the loans were particularly large were in
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agricultural produce (such as chicken, pork, fresh-water fish, and
oranges, and in traditional Thai handicrafts).

The recipients of the Thai Danu/PRE loans were all small
businesses by local standards. They ranged from extremely small rural
farms with practically no assets to several modern manufacturing and
retail companies with over $350,000 in net assets.

A1l of the 22 businesses visited (except for one whose loan had
Just been approved) had used the lcans for productive purposes, in mest

cases to expand current production facilities with new land and

equipment. In addition, all of the businesses visited seemed
prosperous and well managed. Approximately one-third of the
businesses wvisited were new starts: according to bank credit

officers, this is a fair representation of the portfolio as a whole.

The study team noted that in all cases where loans had been
provided to agricultural producers, loan proceeds had been invested in
observable capital, equipment and stock. One example is the Vipa Fresh
Water Fish Farm in Nakorn Pathom. In this case, the loan proceeds were
used to buy Tand on which the business operator is currently producing
almost 3,000 pounds of fish each day. In cases where the loans were
intended for purchase of capital equipment, the study team observed
that equipment had been purchased and was either in operation or was
being prepared to be put into service.

Estimated total employment generated up to the project’s half-way
point was approximately 325 full time and 255 part time jobs. Because
loans under the project are medium-lerm (five years) and are for the

acquisition of fixed assets and land in most cases, most of these Jobs
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will continue after the loans are paid back. This indicates that the
average investment per job created under the project is approximately
$10,000. If we look at the amount lent from the Revolving Fund per job
created, a reasonable estimate is approximately $5,200 per job created.
The actual cost to A.I1.D. for each job created is far less than this,
because it is expected that almost all loans will be paid back at the
end of the project.

The amended project agreement stated that qualified sub-borrowers
must have the following four characteristics: (1) be a national of
ihailand; (2) that in the case of companies, be 100 percent privately
owned;  (3) have their principal place of business in Thailand but
outside Bangkok, Thon Buri, Samut Prakan and Nonthaburi provinces; and
(4) own a total of no more than the local currency equivalent of
$400,000 in net fixed assets, excluding land.

Review by the MSI study team suggests that the criteria set out in
the project agreement were scrupulously adhered to. A1l of the twenty-
two sub-borrowers investigated in detail in the evaluation sample were
Thai owned businesses, and all were 100 percent privately owned. There
were no loans made to businesses in the Bangkok metropolitan area:
Bangkok, Thon Buri, Samut Prakan and Nonthaburi provinces.

An adjusted estimate of the rural/urban breakdown of the
guaranteed loan portfolio based on a sample of 21 cases is that
approximately 55 to 60 percent of the guaranteed loans are in rural

dareas.
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Estimate of Actual Proportion of Rural and Urban Loans
Based on Sample of 21 Loans

$ AMOUNT NUMBER PERCENT OF TOTAL § AMOUNT
RURAL $1,021,444, 12 (57%) 549
URBAN $865,589. 9 (43%) 46%
TOTAL $1,887,033. 21 (100%) 100%

The largest sub-borrower under the facility, Chiengmai Thaireera
Company, had net fixed assets excluding land of $382,025. The smallest
sub-borrower, Mr. & Mrs. Klinsuntia, had no assets. The averzge for
all sub-borrowers as of June 1987 was $96,750. A1l sub-borrowers had
less than $400,000 in net fixed assets, excluding land.

Among the twenty-one cases, approximately one-quarter of the
businesscs used the loan to acquire new technologies. The equipment
and techniques acquired in all cases were appropriate technologies,
involving a cost-effective mix of local and imported techniques and
equipment. The following six case studies included in Chapter VII are
excellent examples of transfers of technology as a result of the Thai
Danu Bank loans: Fresh Meat Processing Company; Mr. Tongchaij
Kongkalai; Mr. Vichai Thanalongkorn; Mr. Yongyudh Parinyawat; Mr.
Teerasak Maeteeaugkalakul; and Mr. Pitichai Daenpuhrtthum. American
equipment or Tivestock was purchased in the following five sample
cases: Fresh Meat Processing Company; Mr. Yongyudh Parinyawat; Mr.
Vimol Roungvitayatiwat; Mr. Pitichai Daenpuhrtthum; and Mr. Tongchai
Ngo.

Although no specific target was set in the project agreement with
respect to participation by women, it is noteworthy that women were

involved as managers, owners, or both in fifteen of the twenty-one
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sample cases. In almost all of these fifteen Lusinesses women held
positions of substantial importance, either as financial manager or
production manager of the business. Examples are:
rhe loan to Yongyudh Pariryawat is booked in the husband’s
name but Mrs. Yongyudh is the production manager of the
sausage factory, while her husband handles finances and
marketing.
The loan to the Sombat Sukklinhoum family is booked in the
husband’s name, but his wife manages fish production and
shares marketing responsibilities with him. The husband
manages the coconut marketing business.
Mr. and Mrs. Tongchai Ngo share responsibilities equally in
their egg and pig raising business, despite the fact that the
Toan is booked in the husband’s name.
The Northern Siam Seedlac Company dis a firm in which
responsibilities are divided between mother and son. The
mother is responsible for purchasing, and the son 1is in
charge of marketing.
The manager and part owner of Chiang Mai Banyen Company is a
young woman; her mother also owns 2 substantial share, and
was the founder of the business.

Jaifah Chiang Mai Lacquerware is owned and operated by women.
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Boonyaluk Aksornsri and her Mother,
Owners of Chiang Mai Banyen Company
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VI. INSTITUTIONAL IMPACT
A. Impact on Thai Danu Bank

1, Thai Danu Bank Attitudes Toward the Guarantee Project

Pakorn Thavisin, Thai Danu’s President, reported that at the
beginning of the prcject they were hesitant to start lending to SMSEs,
the target group of borrowers. Bank staii felt that they lacked the
expertise and experience with SMSEs, particularly agricultural
businesses, that would be necessary to appraise business risk and
profit potential properly.

Mr. Pakorn and Mr. Paiboon, the Bank’s Senior Vice President,
reported that after reaching the mid-point in the project they felt
that they had gained significant experience in handling SMSE lending
and felt more confident about this target group of clients.

With few reservations, senior Thai Danu Bank officers were
enthusiastic about their invoivement with the PRE guarantee project.
They told us that the project gave them four main benefits. First,
the program allowed the bank to lend more aggressively to SMSEs and
agricultural businesses during a period when the bank wanted to expand
its SMSE portfolio.

Second, the project allowed Thai Danu Bank branch managers and
credit officers to lend to customers who would not otherwise have been
eligible for loans. The MSI study team was told repeatedly that some
of the Toans were experimental and that the credit officers felt that
they were Tearning about SMSE lending from their loans to customers
with goud business prospects but limited collateral. This was true in

the case of several new starts such as the loans to Fresh Meat Company
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(meat packing), Tongchai Kongkalai (chicken and fish farming), and
Piroj Klinsuntia (vegetable farming).

Third, Thai Danu Bank senior officers view participation in the
guarantee project as good public relations: it shows that the bank is
innovative and concerned with the country’s development. Finally,
the project channeled business to branches during a time when the bank
was anxious to expand its branch operations. In addition, during this
period of excess liquidity, the guarantee mechanism allowed the bank to
Tend in rural areas without further increasing ligquidity.

Because Thai Danu Bank is a relatively small bank (the 11 of 16
domestic commercial banks), senior management gave close personal
attention to implementation of the project. Although the 1loan
portfolio guarantead by the facility represented at maximum only 2.3
percent of the bank’s total outstanding loans in 1987, senior officers
considered the project portfolio to be significant to the bank. It
should also be noted that because the guarantee only covered 50 percent
of the Toan principal, the banji took great care to make sound loans.

The timing and fit of the facility were apparently excellent.
The project dovetailed with normal operations of the bank, and
provided a strong underpinning for its new branch expansion strategy.
From a national economic perspective, use of a guarantee rather than a
direct loan was an apprepriate mechanism in the high liquidity
situation that existed at the time.

The bank’s President and Vice President pointed out that
guarantee mechanisms strengthened local credit markets by stimulating

demand for deposits. They added that the guarantee facility reduces
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lending to SMSE borrowers, and so increases the margin on lending
available to the bank. Because no new funds are introduced, however,
the bank must lend from its existing pool of funds. This stimulus to
demand for savings is a small but important contribution to healthy
financial markets in the host country. In addition, bank officers
claimed that they felt the need to be more prudent when lending their
own depositors’ money than when lending funds sourced from outside the
country.

Senior officers of the bank stated that they would continue to
lend to SMSE borrowers after the end of the PRE project. The bank had
identified numerous clients with excellent business potential who would
Tater receive unguaranteed credits, and the bank’s staff now has
significant experience in working with smaller enterprises. During the
PRE guarantee preject, Thai Tanu Bank has exparded its rural branch
network, and will continue to use these branches to lend to clients
outside of Bangkol.

When senior officers of the bank were asked if, given their
experience, they would change the project in any way, they said they
would Tike to be allowed to relend repaid loans to new borrowers. They
pointed out that the time spent in designing and negotiating the
agreement was almost as long as the period during which the facility
was at full utilization.

Finally, bank personnel indicated that the paperwork burden
involved with the project was more than they had expected,
particularly their dealings with Rainier Bank regarding the

certifications necessary for issuance of L/Cs.
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Thai Danu Bank officers said that frequent visits to the bank and
sub-borrowers for monitoring, evaluation and audit purposes from A.I.D.
and other U.S. government officials caused some difficulties. Most
sub-borrowers viewed these visits as prestigious and felt that they
showed the bank’s interest in them. The bank, however, found the
administrative burden of these visits somewhat onerous and a few
clients mentioned that the visits and additional information that they
had to provide to the bank was over-involvement of the bank in their

private business matters.

2. Transition to Cash Flow Based Lending

New or expanding businesses with excellent prospects are often
unable to find sufficient credit because of the highly conservative
banking practices that prevail in Thailand. When collateral of up to
300 percent is required for a Toan, many businesses find themselves
unable to expand because they cannot obtain commercial credit. One
assumption underlying the Thai Danu Bank guarantee project is that
reducing the risk of lending to smaller businesses, particularly new
starts, allows credit officers to give more weight to cash flow and
operating income potential and less to collateral 1in their credit
appraisals.

Based on a review of twenty-one credit appraisals carried out on
Thai Danu Bank guaranteed loan applications, somewhat more emphasis was
put on business performance projections for guarantee project
appraisals than for regular appraisals. Collateral requirements were

reduced significantly in a number of cases and special analyses of
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projected business performance were more extensively used in credit
deliberations. Eight of twenty-one appraisals contained detailed
income statements or projections, while nineteen of twenty-one
contained an estimate of gross sales revenues, and eighteen projected

net operating income.

3. Analysis of the Investment Development Package

As noted above, this study of the Thai Danu project included a
review of the bank’s use of the grant portion of the project, the
Investment Deveiopment Package. The following conclusions are drawn
from this review.

The full $50,000 was used during the grant period. A time
extension for the training package was requested by Thai Danu Bank and
agreed to by A.I1.D./PRE. Training was complete well before the end of
the guarantee facility.

In-house training programs were integrated into the Personnel
Department’s routine training programs, and generally used the
Personnel Department’s standard methods. Integration into routine
training programs had the advantage of providing continuity with the
department’s previous efforts and standards. According to discussions
with personnel officers and participants in in-house programs, however,
during the period of the grant no special curriculum focused on small-
and medium-scale enterprises was added, and no significant changes in
existing curricula were made to emphasize SME credit marketing,
analysis, and management. Thai Danu Bank’s in-house credit training

programs, however, did have SME credit sections even before the A.I1.D.
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training program.

According to ihe Personnel Department staff only two of the
external training programs financed by the grant had sections that
dealt specifically with small-scale enterprise credit issues: the
Advanced Credit Seminar conducted by the Bankers Association of the
Philippines and the Asia Banking Council, and the Corporate Lending
Strategy Program run by the CitiBank Asia-Pacific Training Center.
Neither of these programs focused primarily on SMEs.

Bank officials say that lending to SMEs 1is not basically
different from lending to larger businesses, and that the training
grant was used primarily for general staff development. It was
apparent to the study team that the training grant also created
visibility for the gquarantee project, and greatly increased the

receptivity of bank officials to the project.

B. Impact on Government of Thailand and USAID/Thailand

The Government of Thailand was not directly involved in the PRE
guarantee project. Design and execution of the project was entirely
the responsibility of Thai Danu Bank and PRE.

The government currently finds the guarantee mechanism a useful
tool for SME development, as evidenced by the IFCT guarantee
facilities now in operation. USAID/Thailand’s buy-in to the IFCT
program through the Small Industries Guarantee Fuprd is further
indication of the perceived usefulness of this mechanism.

The procedures associated with the operation of the SIGF, because

they are complicated and expensive, have inhibited the use of the fund

40



by smaller rural businesses. To make the SIGF more accessible to small
businesses, USAID/Thailand has recently started an $8.3 million project
to open a second window of the Fund particularly oriented toward the
needs of small- and medium-scale businesses. The Mission’s design of
this follow-on project was strongly influenced by the success and
structure of the Thai Danu Bank guarantee project. As stated by
Mission Director Dr. John Eriksson: the Thai Danu project was "one of
the models we Tlooked at in designing the Rur>1 Industries and
Employment Project."

The mechanism used in the follow-on project to the Thai Danu Bank
guarantee project is a loan guarantee facility managed by the
Industrial Finance Corporation of Thailand (IFCT) as a second window to
the its existing Small Industry Credit Guarantee Fund (SIGF).  The
project will provide a loan to guarantee 50 percent of loans of $38,000
or less to industries with less than $200,000 in net fixed assets and
located outside of the greater Bangkok area.

The USAID/IFCT Small  Industries Guarantee Facility will
accomplish two objectives that were not part of the Thai Danu Bank
project. These are (1) open participation by Thai commercial banks,
and (2) a substantial reduction in collateral requirements for the
targeted small- and medium-scale industries. In part, the SIGF project
was a response to numerous requests from Thai commercial banks that
they be allowed to participate in an A.I.D. guarantee facility. In the
SIGF project the Mission insisted on a reducticn of collatera] demanded
by participating banks.

As mentioned above, the Thai Danu experience heavily influenced
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the final design of USAID/Thailand’s project with IFCT in other ways as
well. This follow on project was originally conceived as a direct loan
rather than a guarantee. Because of the nigh liquidity situation in
Thai financial markets and the successful example of how the guarantee
mechanism Teveraged $2.35 million into $4.7 million in loans to smaller
businesses, the Mission adopted the guarantee mechanism in its final
design. A close relationship between the USAID Mission and the Bureau
for Private Enterprise, together with the direc. irvolvement of Mission
staff in the PRE/Thai Danu project, helped transfer the quarantee
model into a tool that could be adopted by the Mission, which now
considers this model to be a very appropriate SME finance mechanicm
when liquidity is high.

While not a direct result of the PRE/Thai Danu project, private
enterprise development is now one of the three main strategies that has
been adopted hy the Thailand Mission. In addition to the SIGF, a
major research project for FY 1988 (presently at the Project
Identification Document stage) has a primary objective of establishing
Tinkages between research institutions and the private sector through a
market-driven research approach. Also in its initial stages is a
project to examine the development policy problems associated with the
privatization process in Thailand. The Thai Danu facility was, in the
words of a Mission official, "the leading edge" of USAID/Thailand’s
involvement with the private sector.

The PRE guarantee to Thai Danu Bank was of major interest and
importance to USAID/Thailand in its private sector programing. The

impact on Mission programming was due in part to the relatively unique
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structure or PRE in Southeast Asia.

The current USAID/Thailand Private Enterprise Officer was
previously the only regional representative of PRE in the world who
was based in the field. His office was located in USAID/Thailand.
The presence of a former PRE officer in the Thailand Mission, and the
experience gained through PRE’s previous commercial bank project
contributed greatly to the successful design of the Thai Danu guarantee
project, as well as other private enterprise projects undertaken
subsequently by the Thailand Mission.

Currently the Bureau for Private Enterprise provides a Personal
Services Contractor (PSC) on a cost sharing basis as part of the
Mission staff in Bangkok. This individual is responsible for all

Revolving Fund investments.
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VIT. BORROWER PROFILES

The following pages provide brief descriptions of the twenty-one
sub-borrowers visited. - They are intended to capture something of the
flavor of the individuals involved, and their wunique business
situations. Statistical information on these enterprises is presented
in tabular form in Appendix 1.

Mr. Vimol Roungvitayatiwat

Chicken Farm

Chachaeongsao

Loan: $22,892

Overdraft: $22,892

Mr. Vimol, who holds a BA in marketing from a Thai university, had
been the manager of a rice mill. He is one of four brothers in a
business-oriented family. Each of the brothers had been assisted by
their family and bank loans to establish rice mills in the area.

Mr. Vimol was new to the chicken business, but aware of the fact
that the area of Chachaeongsao was the traditional source of at Tleast
20 percent of the egg consumption of Bangkok. He learned of the Thai
Danu Bank loan program through a frie:  and former classmate who was
employed at the bank’s branch in the area. He and his family had
maintained accounts with Thai Danu for a number of years.

Mr. Vimol saw a video on chicken farming produced by Charoen
Phokapan Co., Ltd., (CP) a major feed company; CP subsequently
provided advice and assistance through its extension agents to Mr.
Vimol in developing his business plan.

Mr. Vimol applied for and received financing from Thai Danu in

mid-1986 for the construction of hen houses, development of the land
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and pumping facilities. The loan was administered in tranches as the
facilities were constructed. According to Mr. Vimol, his own (and his
family’s) investmen’s into the business have equaled the amounts of the
Thai Danu loans.

At the time of the study Mr. Vimol had four hen houses producing a
total of 900 eggs per day and two buildings devoted to the raising of
pullets as replacement stock. The original stock purchased was an
American hybrid which had been developed through the cross-breeding of
three varieties of chickens, leading to a species which produced the
brown-shelled eggs desired in Bangkok markets.

Because of the linkage with his rice mill only one half mile
away, Mr. Vimol is able to keep feed prices low. In addition, he has
constructed fish ponds as part of the facilities; the ponds will
eventually integrate recycling of chicken waste to feed the fish, which
in turn will be processed into high quality chicken feed. His Tong
range plans include the possible installation of €gg drying operations
and export marketing through a relative in the egg export business.

Mr. Vimol indicated that he approactied Thai Danu, rather than his
previous bank, Siam Commercial, because of the more favorable terms of
the loan program. His loans are collateralized by land and buildings
at between 99 and 120 per cent of value. This is substantially less
than required in normal Thai banking practice.

Thai Danu regards Mr. Vimol as a capable and ambitious borrower
who uses local technical extension services to the fullest extent.
Despite some problens with price fluctuations in the market, he has had

no difficulties in repaying the loan. The facilities are visited
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regularly by bank personnel. Mr. Vimol appears to be highly
appreciative of these visits and indicated that he may apply for
additional credit in the future.

Sales of the enterprise have increased from B688,800 ($26,77C) in
August 1986 to B1,200,000 ($46,638) as of March 1987. The farm
produces 900 eggs per day, which have a production cost of about B .80
($.03) per egg and current wholesale price of B1.10 ($.04) per egg.
Chickens are kept in production for around 52 weeks and then sold in

the wholesale market, bringing additional income to the operation,
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Mr. Tongchai Ngo
Pig Farm
Chonburi

Loan: $49,607.26

Mr. Tongchai, whose family has many businesses in the Chonburi
area, assisted his father for several years in the family’s chicken
and pig raising enterprise. Upon hearing of the availability of a new
breed of pig which produced more meat per kilo than local varieties, he
opened discussions with the local supplier of this new breed. The
breeder, who was a customer of Thai Danu Bank, suggested to Tongchai
that he contact Thai Danu to obtain a loan to purchase more of the new
breeding stock. Although his family had previously received financing
from the Thai Farmers Bank for construction of buildings and for their
chicken raising operations, Mr. Tongchai was attracted to the terms and
timeliness of the Thai Danu program.

With substantial assets in land and buildings available, and a
past record of successful chicken and pig raising, Mr. Tongchai had no
trouble in providing enough collateral in support of his Tloan
application. The loan was quickly approved and its disbursement was
tied to the purchase of individual breeding pigs.

Tongchai was aware of the competition from both small and large
pig growing operations in the Chonburi area and expected the improved
quality of his stock to help the family increase its share of the
market. His younger brother was hired to run the pig raising portion

of the family enterprise, and was given training from a veterinarian

with a private practice in the area.
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production facilities, in addition to a small mill and mechanical
repair garage. An attractive family house is part of the complex.

The pig raising facilities are well-maintained, with breeding
schedules and other records kept in plastic envelopes at each stall.
The introduction of the new breed was taking place at a rapid pace,
with eight to ten new sows nursing nine to eleven piglets each, and at
least twelve somnolent females waiting to have their litters. Four
. massive male breed hogs appeared to be relaxing in the relative luxury
afforded them for a job well done.

Although hoof and mouth and other porcine diseases are a threat to
the enterprise, veterinary services are readily available in the area,
and the family’s careful maintenance of the farm reduces the risks of
these endemic diseases.

Given a substantial prior history of chicken and pig production in
the area (the family has a retail outlet for some of its egg
piroduction) the marketing arrangements were already in place at the
time of the loan. Although the wholesale price of pigs fluctuates
somewhat, the price at the time of our visit was B27 ($1.05) per
kilogram, compared to an estimated production cost of B18 ($0.7) per
kilogram.  The pigs are marketed when they reach 100 kilograms of
weight, and the facility produces approximately 200 pigs per month for
the market.

With the improved pig production well underway, Mr. Tongchai is in
the initial phases of starting a dairy farm, and will almost certainly

be approaching Thai Danu for future assistance in financing.
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Chiang Mai Intanond Tour Company, Ltd.
Hotel
Chiang Mai
Loan: Baht 7 Million

Rachan Veeraphan, Managing Director of Intanond Tour Company is a
Tittle uneasy. Heavy rains have delayed progress in construction of
his 67 room hotel which is due to open within two months, and has been
fully booked as of its opening. The Thai Danu loan officer and the
construction contractor are both on the scene to inspect the work and
decide if the next tranche of the loan can be paid.

Rachan, age 36, received his MA in political science from an
American university. He 1is president of the Chiang Mai Tourism
Business Association, Vice Precident of the Chiang Mai Chamber of
Commerce, and has been elected to a position in local government. His
hote]l venture is a further step 1in his tourism business, begun eight
years ago. His wife also has 10 years of experience managing the
Chiang Mai branch of World Travel Service which is located in one of
Tocal first class hotels. Rachan says this competition is friendly.
As is usually the case in Thailand, management of the ongoing tourism
businesses is in the hands of family members.

Although Rachan borrowed from the Bangkok Bank initially to start
his tourism business, he became 2 customer of Thai Danu as soon as they
established a branch in Chiang Mai, feeling that he would veceive
better service from a smaller bank. He learned from a seminar
conducted by Thai Danu of the existence of the PRE-supported Tloan
program. While his major reason for joining the program was his

already existing relationship with Thai Danu Bank, he also found the
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interest rate available at the time more attractive at about .75
percent less than the competition.

Based on land and buildings valued at approximately B17 million,
Rachan borrowed B7 million ($272,056) initially intending to construct
a "guest house" style hotel for the low budget tourism trade. In the
course of construction, however, further market studies found a vacuum
in tourism facilities in Chiang Mai between second class hotels and 1ow
cost guest houses. The original concept was revised <o include air
conditioning and carpets in the rooms, a large meeting room, and four
of the rooms designed to accommodate low-budget mini van tour groups.
Rachan presents a strong case that the redesigned facilities will
promote year-round rather than seasonal occupancy by providing lower
cost accommodations and meeting rooms for seminars. Off-season rates
will be tied to government allowances.

In order to complete the hotel as redesigned, Rachan has applied
fer an additional B3 million ($116,595) loan which was submitted to the
Thai Danu Bank head office for approval.

Tourism is a booming industry in Chiang Mai, with all classes of
hotels fully booked for the upcoming season beginning in
October/November. ¥hen completed the hotel will have 67 rooms, a
restaurant, a meeting room and small swimming pool. An estimated 160
employees will be hired locally. Rachan’s cash flow projections, which
were examined by the Thai Danu Bank Chiang Mai Branch, indicate that
the loan could be paid off within six years at an occupancy rate of
only 50 percent. This rate is subétantia]]y below the consistent

industry average of 70 percent occupancy in Chiang Mai hotels and guest
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houses.

Although somewhat concerned about construction delays, ard
anxious to hear of Thai Danu Bank's response to his latest
applications for additional financing, Mr. Rachan is confident of the
future success of his latest venture. His previous track record in

business would seem to justify this confidence.
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Mr. Sanya Som Dulyawad
Ceramics Manufacturing
Chiang Mai
B300,000 Overdraft

Mr. Sanya, 28, is a graduate of the University of Thailand where
he majored in the study of ceramics. He opened his manufacturing
business, Koontee Ceramics, two years ago, at the same time he began
teaching ceramics at the Chiang Mai Technical Institute. His wife,
Suprani, manages the business. Her degree from Chiang Mai University
in chemistry technically complements that of her husband.

The couple started their business with their own money,
specializing originally in high quality hand painted vases fired in
wood burning kilns. Although having achieved recognition for quality
workmanship, they found that the greatest demand in the industry was
for other types of ceramic products. As the business grew, the couple
invested in a new gas-fired kiln, both to insure more accurate firing
and to reduce the management and cost burden of assuring a continuing
supply of fuel wood. Having made that investment, however, they feund
themselves strapped for cash necessary to insure the supply of clay
essential to their operation.

Sanya’s mother was willing to use her land in dangkok as
collateral for the couple’s working capital loan. At the same time,
they 1learned of the Thai Danu program from one of its other
participants, a handicrafts retailer in Chiang Mai, who introduced
them to the Thai Danu branch manager. Even though the collateral was
of very high value, the branch reviewed the company’s invoices and

orders to verify its income statements.
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Nestled in a cool wooded glade on the outskirts of Chiang Mai,
the production facility occupies four "rai" (about two acres) of land
belonging to Suprani’s cousin. Thousands of tiny figurines in various
stages of completion are piled on shelves and on the floor of the
painting shed. As evidence, perhaps, of the original activities of the
bisiness, an artist meticulously paints an intricate dragon design on a
large vase as other workers add the finishing touches to small animal
figurines and arrange the shipment of an order of ashtrays featuring a
sleeping water buffalo in the center.

Their labor force has grown from three people to 20, half of whom
are women who work both on shaping and painting of the daily
production of approximately 100 smaller pieces. Employees are paid on
the basis of pieces per day, with painters earning almost twice the
rate of clay workers.

According to Suprani, sales have risen from approximately B40,000
($1,555) per month last year to B50,000 ($1,943) presently, despite
intense competition in the ceramics industry in Thailand. There are
many more ceramists than there were when they started the business says
Suprani, but they are staying ahead because of their technical
expertise and reputation. Price competition in the industry is
especially intense, necessitating numerous experiments in the
development of new product 1lines. Suprani herself is producing a
ceramic floor tile that she is installing in a small showroom which she
hopes to open by the beginning of tourist season in November 1987.

At present virtually all of the production is based on orders

from retailers in both Chiang Mai and Bangkok. Although many of the
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figurines were obviously designed for Western tastes, Suprani was
unaware whether any of their products had been exported by their retail
Customers. She lamented the fact that there were few orders for their
original high quality product but was delighted to show her latest
creation of figurines of hill tribe musicians.

Both Suprani and Thai Danu Bank officials indicated that the
company was having no problem making payments on its overdraft
facility and expressed complete confidence that the company’s
technical and quality control strengths would assure it a firm

position in this highly competitive industry.
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Kriangkrai Lert-Thumnong-Thum
Food Processing
Chiang Mai
B500,000 Overdraft

Mr. Kriangkrai welcomes us in:o his 1living room cun office.
Sitting on the floor are his pra-teenage son and two friends playing a
video game. A sweet-sour scent pzrmeates the surroundings.

Kriangkrai, 48 years «1d and with education oriy through grade
four, enthusiastically explains the history of his business. He holds
secret family recipes for pickling and fruit drying that were passed
down to him through his father.

Mr. Kriangkrai says he has been in business for at least 15
years. The first three or four years his was a small household
activity, but as word of high quality product spread throughout the
province he expanded to meet the increasing demand. His gradual
expansiens were financed in large part through a local revolving
credit group until about four years ago when he registered officially
as an industry. This registration was necessary in part so that he
could apply for larger scale financing, which he obtained through
Bangkok Bank. As security for this loan--he still has an overdraft
facility of B2 million ($77,730) with the bank--he signed over two
pieces of land he owned in the Chiang Mai area.

One of Kriangkrai’s customers told him about the Thai Danu Bank
program and, &fter he became familiar with it, he decided to release
the smaller of his parcels of land from the Bangkok Bank loan and use
it as collateral for a loan from Thai Danu.

Mr. Kriangkrai’s processing plant is mainly devoted to the
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salting and pickling of gariic, and in sweetening and drying of an
apricot-like fruit called "tau". Although he processes ten varietiec
of fruits including green mangoes into various forms for the local
market, garlic and tau account for 80 percent of his sales.
Approximately 70 percent of his sales are wholesale to retail outlets
in Chiang Mai although he has customers coming in from all around the
province.

Mr. Kriangkrai wuses his Thai Danu overdraft mostly for the
purchase of his seasonal raw products. These purchases in large
quantities at various times of the year enable him to maintain
production on a year-round basis. He has also found that an
increasing portion of his cash flow must be used to purchase plastic
bottles and other mcre modern forms of packaging materials.

Mr. Kriangkrai’s plant contains row upon row of an estimated
20,000 sealed clay pots, where garlic is being salted and pickled and
tau is being soaked in a secret syrup wﬁich he mixes with his wife. He
has between fifteen and twenty-five employees, depending on the season.
More than half of these are women engaged in cleaning and slicing the
raw fruits which go into the processing jars.

Mr. Kriangkrai knows of five compatitors in this industry around
Chiang Mai, but says he has been told that his business has the highest
turnover of plastic bottles. He thinks he is the largest processor of
the popular pickled garlic, and his sweetened dried tau has proven very
popular in the Chiang Mai market.

Mr. Kriangkrai doesn’t know if any of his products have been

exported by his customers, although he has been approached by some cof
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them suggecsting export. He has begun to package his tau in colorful
cellophane covered boxes with his pink orchid emblem. He has so far
refused to produce export quantities without receiving a deposit from
potential exporters.

Mr. Kriangkrai is proud of the fact that his business has been
able to support his family very well and that he is providing his two
girls and a boy with the best education available. Despite his
success in business, however, he says he is not encouraging his
offspring to work with him. As is the case with businessmen anywhere
Kriangkrai finds it relatively easy to keep up with his Tloan
obligations but considers taxes the biggest disincentive to further

expansion.

Clay pots used tc pickle garlic
and cure "tau.®
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Northern Siam Seedlac Co.
Chemical Processing
Lampang
$76,306.75 Overdraft

Located in Lampang, in north central Thailand, Northern Siam
Seedlac is engaged in the Jlarge-scale, modern processing of "ki-
krang,"” a natural resin base for paint. This process involves a unique
combination of nature and machinery that has a lTong history in
Thailand’s rural areas.

The raw material for seedlac is made by a tiny insect, the
"krang", that lives among the thin branches of the "monkey pod" tree.
The insect feeds on the sap of the tree and deposits its waste in the
form of a sticky black residue around the outside of the twig. These
deposits are harvested by peasants in rural areas as far as 300
kilometers from Lampang and sold through middlemen to processing
plants. At the plant the twigs are put through a grinder which
separates the insect product from the twig. The residue then goes
through washing cylinders where it is further broken down and then
dried in the sun. The result of the process is a chunky brown
crystalline powder that is used as a resin base for Tacquer puint.

Northern Siam Seedlac is one of about eight processing factories
in Thailand, five of which are located in the Lampang area. According
to its owners, it is the second largest plant in Thailand, with a
production capacity of between 10 and 12 million kilograms per year.
The production cycle is seasonal over a seven month period starting
after the monsoons in October.

Northern Siam Seedlac is a family business, reaching its present
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state after more than 40 years as a growing cottage industry. The
factory itself has only been open for one year. Management
responsibilities are divided between the mother, Somchit Satchachai,
69, who is responsible for raw materials purchaszes, and the son Chaisi,
44, who handles sales. Processing operations are supervised by a
salaried factory manager. Sales are almost exclusively to Japan with
the product being shipped to Bangkok for export. The company has an
export quota of 10,000 bags (approximately 800,000 kilograms) pe- year.
As of September 1987, the company was holding approximately 2,400 bags
from the previous year’s production. This inventory, valued at between
5.4 and 7.7 million Baht ($209,872 to $299,262), was not marketed
because of Tow prices at the end of the previous production cycle.

The tactory itself was idle, but construction of a small paint
factory was underway. This facility will reprocess the waste water
from the main factory into powder which can be used as a paint base.

According to long time resicents of the area, "krang" production
has decreased significantly within the last decade. This decrease is
due in large part to extensive harvesting of the monkey pod tree for
use in the handicrafts industry. Its relatively soft light-weight wood
is used for carving of antique reproductions which are a major tourism
and export item.

Northern Siam Seedlac is engaged in technical activities aimed at
insuring a continuing supply of their raw material. These involve
genetic selection of high producing insects and experimenting with
other tree species. Results from the latter have not been encouraging.

The construction of the factory was financed by a B5 million loan
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from the Industrial Finance Corporation of Thailand and B7 million of
the family’s resources. Land and building was used as security for the
overdraft facility from Thai Danu which was issued in the name of the
son, Chaisi, and cosignea by his sister and brother-in-law, both
medical doctors. According to the loan officer of the Thai Danu branch
in Lampang (the oldest branch outside of Bangkok) the overdraft
facility was used frequently, particularly during the period of
production, for purchase of raw materials.

When in full production the factory employs up to 70 people;
approximately half of them are women. Mrs. Somchit indicated that
most purchases of raw materials were from five large middlemen who
supplied all of the factories in the area. Some small-scale suppliers
in the immediate surrounding area came directly to the factory to sell
the raw product. A factory association meets at the beginning of every
season to agree on a fixed raw materials price. While reluctant to
estimate the number of rural people engaged in harvesting and sales to
the middlemen, company personnel indicated that a few thousand people

are involved.

60



Mrs. Somchit with seedlac
processing machine
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Lumpang White Clay Co., Ltd.
Extraction/Processing
Lumpang
$23,319 Loan

Even at the lunch hour mixing machines are pumping away. Two
employees turn a wheel that tightens the screws on a large press;
this squeezes water from the circular molds holding wet clay. The
young man and woman turning the screw wheel appear to be engaged in a
rhythmic and graceful pas a deux.

Mr. Pradhit Kailchote-Chuang kul, 37, owner and manager of the
business, has a degree from Chiang Mai Technical college. He has been
engaged in the processing of clay from a deposit 30 kilometers away
from his plant for almost 6 years. Pradhit is in charge of
production; his wife, Luompoin, 7 months pregnant with the couple’s
second child, takes care of financial management.

Mr. Pradhit is a handyman. Before he invested in his present
business he was a minibus driver. Parts of the original equipment in
his processina plant were made from old truck differentials and gears.
One of his dump trucks is being repaired on the site and another 5 ton
flatbed that he built from a used truck chassis is being loaded with 45
kilogram plates of clean, pressed ciay.

His business has developed rapidly, even though he has 3
competing plants in the area. Market demand for this somewhat rare
variety of clay is very high, and Pradhit has highly coveted digging
rights to the Lumpang deposit. He ships a substantial portion of his
production all the way to Bangkok where it is used in the production of

ceramics both for handicrafts and for industrial uses.
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Mr. Pradhit bhas invested all of his profits back into the
company. After starting with a B100,000 ($3,887) 1loan from Bangkok
Bank and Bl million ($38,865) of his own funds he quickly reached a
production sales leve -f around B200,000 ($7,773) per month and an
average gross profit of B408,000 ($15,857) per year.

He read about the Thai Danu loan program in the paper. Having
bought the land on which his plant was located, after renting for 4
years, he offered the land as collateral and, only two months ago,
received a B600,000 ($23,319) Toan from Thai Danu. The Toan appraisal
process even included testing of the quality of his clay deposit by the
Thai Government Department of Mines and Minerals. Already having begun
expansion before he received the loan, he lost no time in acquiring
rquipment and constiructing a second set of mixing cisterns and canals.
'he new equipment was in place and needed only the connection of
electrical Tines to be put into operation.

The new expansion will double the company’s output. Pradhit says
the expansion will require adding approximately 10 more employees to
his present work-force of 23; he currzntly employs 5 women. He
espects his profits to grow at least 50 percent and is already plowing
them back into the construction of an office building. He says he has
promised his employees, who constructed their own living quarters near
the plant, that he would eventuaily construct better quarters.

Mr. Pradhit says his recent investments have left him short of
working capital, because construction costs were higher than
anticipated. Since his only problem before receiving the loan was his

inability to satisfy demand, he anticipates an immediate increase in
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cash flow when the new plant begins operation in a few days. With one
month’s grace period remaining before he has to begin payments on his

loan, he foresees no difficulty in fulfiiling his obligations to Thai

Danu Bank.

1. Clay mixing and pressing equipment
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2. Processed clay in Storage
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Mr. Praphan Suksupthaworn
Retail Market Stall
Chiang Mai
$15,396.46 Loan

Praphan, 31, started his fish salting and preserving business at
the age of 19 in his family home. The fish are caugint locally only
during a two month period after the monsoon season. rraphan started
this cottage industry with his own money and quickly found that the
demand for his pungent fish paste, considered a rare delicacy in
Thailand, was much higher than he had anticipated. Soon his whole
family was involved in productien and thi; formed the basis for his
expansion into ¢ veral sther businesses.

Confident of a continuing market for hi- basic product, and an
assured supply from his family, he decided to move to Chiang Mai with
his family ana open a retai? facility.

He found a prime corner location in Chiang Mai’s largest market
building and set up a food store. His Tong term rights to the location
were based on an agreement between himself and the owner of the market
building. His business growth was satisfactory, but when the season
for fish paste production came around he was short of cash, and he had
to secure an overdraft facility from the Bangkok Commercial Bank to
supply his production.

Praphan’s businesses grew steadily for the noxt five years after
this initial working capital crisis. He had his wife and his mother
employed and his daughters were getting to the age where they were also

able to help, keeping his stall open from early morning to late at

night.
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When another corner stall became available, a stall with modern
floor-to-ceiling glass cases, Praphan decided to expand and, at the
same time, move into higher value and higher return products. He
needed a loan to secure the second stall on a Tong term basis. He had
found the overdraft arrangement bothersome because of its variable
interest rate, and went to Thai Danu Bank where he received a
sympathetic reception.

His steady growth in business made him a good customer in Thai
Danu Bank’s eyes but he had only his long term lease arrangement to
offer as collateral. In normal Thai fashion, this agreement was not in
writing. Thai Danu Bank obtained a written commitment from the market
owner and, with this long term lease agreement as collateral, loaned
Praphan the funds necessary to expand his business.

The loan enabled him to double his retail business. He was able
to obtain a used refrigerator and offer butter, sausages, ice cream and
other products previously not available in this market area. His
permanent work-force doubled to 8 persons, half of whom are women.
During the fish salting and processing season, for about 3 months, his
mother hires an additional 8 workers, and supervises the original
business while Praphan manages the retail enterprises.

Praphan has never experienced difficulties in paying the loan,
but he finds that his overhead costs, particularly for electricity,
are more than he had expected. Sales are somewhat irregular, peaking
during the winter marriage season. His sales of refrigerated products
are a major source of income, so he would like to have a larger freezer

to take better advantage of his market. He wil] probably invest in a
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Targer fridge after the next fish processing season. Praphan feels he
is a major innovator in the Chiang Mai central market and knows that he

must keep ahead of his potential competitors.

One of Mr. Praphan’s two stores in
Chiang Mai’s Targest market
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Chiang Mai Banyen Co., Ltd.
Retail and Fxport
Chiang Mai
Loan $75,987 Qverdraft $53,191

Pretty, pert and vivacious Ms. Boonyaluk Aksornsri, 27, with a
Bachelor’s degree from the University of Thailand, is the manager of
the Chiang Mai Banyen Company complex crammed into a compound in
downtown Chiang Mai.

Boonyaluk shows us through a seemingly endless maze of
traditional Thai buildings which, if they are not cramned with row
upon row of wood-carved antique reproductions awaiting finishing by
the company’s crew of sanders and painters, contain scattered samples
of antigue carvings saved from temples and other buildings around the
country.

Most of her conversation, however, deals with her mother. Two
rooms of the museum area of their complex, is devoted to her mother.
Her progress from vegetable seller to major landholder and handicraft
retailer is memorialized in photos, artifacts and the ancient bicycle
with its baskets that she used for food deliveries when she started in
busincss 25 years ago.

Boonyaluk helped her mother in food and clothing sales for many
years, and began running the company herself at the age of 22.
Business has been booming, and their products have been gaining
national exposure through trade fairs. It is among a limited number of
Thai companies that participated in a major trade fair in Frankfort,
Germany. More recently, Boonyaluk informs us, they received a visit

from the gift department of Bloomingdales department store, and were
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asked to provide products for a special promotion of Thai products.
They received orders for about 100 different cdategories of pieces.
They have also been featured in the Harrods department store in London.

The company borrowed previously from the Union Bank of Thailand
and Bangkok Bank but recently consolidated their borrowing through Thai
Danu Bank. Although the holdings in land and buildings accumulated
through time by the mother were substantial, Thai Danu Bank carefully
checked income statements and tax receipts against invoices, and
required a formal marketing plan from the company. When asked why she
chose Thai Danu, Boonyaluk says with a big grin, "I love them."

Thirty percent of the company’s loans have been used for
buildings and the remainder to provide working capital and reserves of
stocks.

The company buys wood and gives it to village workers throughout
the area. At any one time, Boonyaluk says, they may have up to 250
people working full time on woodcarving, their primary activity. As
one would expect in this company, over 50 percent of the employees are
women. At this point ir August production is at a peak level, with
shipments worth 3 million baht ($116,595) due to go out during each of
the upcoming three months before Christmas. Production problems are
significant, says Boonyaluk, because many of their village workers are
also farmers whose main interest is in planting their crops during the
monsoon season.

Sales have risen rapidly for Chiang Mai Banyen. From 3.5 million
baht ($136,028) 3 years ago to 8 million ($310,921) 1last year.
Boonyaluk says that she expects no less than 12 million ($466,382)
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through this year because of all the orders she has been receiving.
Although they are firmly entrenched in the antique reproduction market,
they face strong competiticn from other countries in the region in
other product lines, including furniture.

Altiough Boonyaluk foresees no difficulties in meeting their
credit obligations, she says that obtaining working capital on the
basis of letters of credit from buyers is a slow process, and having
sufficient working capital reserves is crucial in assuring timely
delivery within the expiry date limitations of each order. Her
family’s relationship with Thai Danu Bank has been very good, however,
as shown by the fact that the bank president took time to talk to
Bloomingdales’ officials during his recent trip to the U.S. as part of

a Thai delegation.

Wooden Statues Before Being Painted
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Jaifah Chiang Mai Lacquerware
Handicraft Production and Sales
Chiang Mai
Loan: $68,359 Overdraft: $18,997

Boonyaiuk has a younger sister Jaifah, 23, a graduate of Chiang
Mai University. Jaifah has her own shops, newer than her sister’s, but
faithfully constructed in traditional Thai style. Three attractive
airy buildings fill a beautifully landscaped compound on the corner of
a major intersection just adjacent to the Chiang Mai International
Airport. Jaifah is not as exuberant as her older sister, and is more
hesitant in speaking English. She does, however, 1like her sister,
exude an air of confidence.

Jaifah learned business from her mother, whose business acumen
one takes for granted at this point. Jaifah has not been in business
25 long as her sister, but is proud of her accomplishments. Her
mother, silently smiling in the background shows her own pride in her
younger daughter.

It is not as active today in Jaifah’s shop as it was in her
sister’s. She has Jjust finished production of a major order from
France, she explains, and shows us into a second-story room where we
Sée row upon row of carved-wood monkey figures, Tacquered in gleaming
white with black faces. Jaifah exports about 80 percent of her
production. She says business has been good, growing from less than 2
million baht ($77,730) last year to 3 million ($116,595) this year,
She has a permanent work force of between 15 and 20; this increases

when orders come in. Her perinanent staff is about 70 percent female,

says Jaifah.
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She obtained a loan from Thai Danu Bank using land and buildings
as collateral. The Tand was yet another of her mother’s shrewd
investments ten years ago. The loan financed the construction of one
of the buildings. She has also used almost 90 percent of the overdraft
facility pointing out that orders such as the one awaiting shipment to
France, required substantial cash outlays before the customer finally
makes payment. Like her sister also, Jaifah occasionally faces
difficulties when filling orders because of conflicts between farming
and carving obligations among their network of village workers.

As we are leaving, Jaifah’s mother, Banyen, motions us to follow
her. Behind what 7looks 1ike a shabby wooden fence overgrown with
climbing vines is yet another complex of sheds containing row upon row
of wood carvings. Walking through this shady expanse Banyen points out
the drying areas where finished carvings rest on wire mesh above slowly
burning beds of charcoal. Banyen points out storage sheds stacked high
with antique furniture. She explains that she wants her family to move
into reproductions of this furniture, but they are not yet sure of the
market. Then, grinning impishly, she shows us to the last two
buildings, whose wood-framed doors and windows are being sandad.
Opening a door, she shows us a clean and gleaming room. This, she
says, will be her shop, due to open in a month when the tourist season
begins. Her daughters may know the ins and outs of modern financing,

but she knows the business.
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Jaifah Lacquerware’s various products
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Fresh Meat Processing Company, Ltd.
Meat Packing
Nakorn Pathom

Loan: $113,981.76 ©D: §113,981.76

Until Fresh Meat Processing Company (FMC) began operating
virtually all fresh pork in Thailand was processed by traditional
outchers. In 1985 three employees of Thailand’s largest agricultural
conglomerate, Charoen Phokapan Company, decided to set up a modern and
hygienic pork packing factory, with hopes of exporting vacuum packed
meat to nearby Hong Kong, Singapore, and Japan. The three partners
formed a limited company, put up B500,000 ($19,546.) each, and raised
another B3.5 million ($136,826.) from limited partners. They hired a
professor of food science at a Tocal university as a technical
consultant, and drew up plans for the 16 ton per day processing
facility. The company had as limited partners the owners of the Pathom
Farm Company, a 20,000 head pig farm located 25 kilometers from FMC.
Thailand has had major problems exporting pork in the past because of
endemic hoof and mouth disease: the Pathom Farm has been certified
free of hoof and mouth disease by the Thailand Department of Livestock
Development and thus offers an excellent source of high quality hybrid
stock pork for FMC.

Thai Danu Bank supplied an additional $113,981.76 as a loan and
$113,981.76 as an overdraft to complete the FMC start up financing
package. The Thai Danu Bank loan was made against collateral worth
about 100 percent of the loan; this is one of the largest loan to

collateral ratios offered by Thai Danu Bank under the A.1.D. guarantee

facility.
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FMC constructed the plant according to their consultant’s design,
using chilling facilities and hygienic cutting and handiing equipment
throughout the process. The piant is extremely ciean looking, with all
of the workers wearing white uniforms and high rubber boots. The
plant’s equipment includes a band saw, a scale and epoxy-sealed floors
from the U.S., a German chilling machine, but almost all other
equipment was fabricated Tlocally using designs from the USDA Food
Safety and Quality Service, Agriculture Handbook #570 as a guide.

The FMC plant currently produces about eight metric tons per day,
which is about one half of capacity. It employs about 30 employees,
four of whom are women. The main difficulty that they face is erratic
supplies from the government slaughterhouse which often does not
deliver on time, and according to reports, is corrupt and uncooperative
in meeting FMC’s quality standards. FMC has orders from Hong Kong and
Singapore, and wants to set up its own slaughtering facilities to get
around its slaughter supply problems and meet these orders. FMC
management have asked Thai Danu Bank for additional funds to cover the
new investment needed for the slaughterhouse project, but thus far Thai
Danu Bank has been reluctant to extend more money to this pioneer

business.
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Sombat Sukklinhoum
Fish Processing and Coconut Trading
Nakorn Rachasima
Loan $46,189.38 0D $3,849.11

Mr. Sombat and his wife run two businesses on their three acre
plot of land in the small northeastern city of Nakorn Rachasima. They
buy small pacific mackerel in Bangkok, boil them in traditional woven
baskets and then sell them in the northeast, where these preserved fish
are prized for their flavor and iodine content. Their second business
is buying coconuts in the south of Thailand where coconuts are produced
and selling them in the northeast.

The fish preserving operation is a traditional one using a brick
oven, a Tlarge iron kettle and palm leaf baskets. Altogether they
process about 12 metric tons of fish a month which they sell to
regional wholesale distributors and local retailers. They also
distribute about 150,000 coconuts each month through wholesalers.

The couple have been in the fish processing business for over
nine years, and have traded coconuts for over four, Before this they
ran an auto repair garage.

'They run their operations on a spacious parcel of land near the
center of the city. Recently the owner of the land told them that he
had to sell the parcel, and would sell to someone else if Mr. Sombat
could not come up with the money. Mr. Sombat approached the Thai Danu
Banic because he had heard about the favorable terms available under the
"A.1.D. Program." Mr. Sombat was granted a $46,198 loan to purchase
the Tand; this was against collateral valued at 200 percen. of the

Toan. Thai Danu Bank also gave them a $3,849 overdraft account that
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they use to buy fish and coconuts. Although Mr. and Mrs. Sombat had
checking and savings accounts with other banks, this was their first
loan from a commercial bank.

Mrs. Sombat, who looks after the fish operations, feels that now
that they have the security of owning their own land they can make
plans to expand their businesses. They would 1like to build a
dormitory for their workers and to purchase a coconut plantation in
the future. This seems to the Thai Danu Bank branch manager to be a
reasonable expectation given that their operations net between $1500

and $2000 per month.

The Coconut Storage Shed
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Mrs. Jintana & Mr. Vichai Thanalongkorn
Tangerine Farm
Pathumtani
0D $197,455.74

Mr. Vichai owns and manages a very profitable underwear fai
Just outside of Bangkok. Several years ago Mr. Vichai’s father bought
a 20 acre tangerine grove with a nouse on the property 60 kilometers
from Bangkok. After several years of profitable operation of the
father’s farm Mr. Vichai also bought a 72 acre farm six kilometers from
his father’s. A manager and a technical assistant with years of
experience in orarge farming dir.-ted the planting of 12,000 tangerine
trees. Before the new farm began commercial sroduction, however, Mr.
Vichai had a stroke, and neglected the farm for the year in which he
was recovering.

When Mr. Vichai finally began visiting the farm again it neceded
considerable repair and renovation, as it had become overgrown with
grass, canals had filled, and some trees had died. Mr. Vichai had done
business with Thai Danu Bank before and approached the local branch
manager for an overdraft account to bring the groves back into
preduction. Mr. Kamhang, Thai Danu’s agriculture specialist, jooked at
the farm, an investment proposal was drawn up, and Mr. Vichai was given
an overdraft account for $192,455.74. This account was to be used to
pay the B36,000 ($1,399) monthly wage bill and to buy necessary
fertilizers, fungicides, pesticides and equipment such as weeders and
portable pump sets.

The farm now appears tidy and well organized, with trees planted

in straight rows. The trees look healthy and laden with fruit. There
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is some sign of the perennial pest, the lead miner, but the manager has
been applying chemicals o check its spread. Mr. Vichai’s manager says
that his expenses and revenues are currently about equal, but most of
the trees have not yet matured and only yielded 10 kilograms of
tangerines per tree last year. This year they expect production to
reach 25 kilograms per tiree, with peak production of 50-70 kilograms

per tree to be reached two years from now.

Mr. Vichai’s new orange grove
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Mr. Theerasak Maeteeaugkalakul
Rice Flour Mill
Nakorn Rachasima
Loan $39,093. 0D $7,818.61

The Maeteeaugkalakul family operate a rice mill in the provincial
capital Nakorn Rachasima. Theirs was the first mechanized mill in the
northeast and it has established such a large clientele that the family
cannot keep up with demand now, even though several smaller mills have
been set up in town in the last few years. They currently produce rice
flour used as the main ingredient in locally-popular Chinese sweets.
They also produce sticky rice and Cacorise, a baby food made from brown
rice flour.

The plant is cramped and dark, with stocks and machines filling
every available foot of space. Workers have to jump over piles of rice
and empty bags to get anywhere past the entry threshold of the factory.
A1l of the equipment is at least a decade old, and much of it several
decades old.

With demand for their products at a sustained high Tevel relative
to their capacity they began looking for vays to both increase capacity
and to meet the rising local competiticn. They contracted a Thai
engineer as a consultant to design several machines for a larger plant.
At the same time they gave their plans for the building and capital
requirements to Thai Danu Bank and requested a 81.5 million ($39,093)
loan for construction of the new facility, and an overdrafi account of
B200,000 ($7,818) for working capital. The loan and overdraft amount
was granted; the total amount was 80-85 percent of the value of the

Tand and building which they offered as collateral; this is much less

82


http:7,818.61

collateral than Thai Danu Bank is usually willing to accept.

At around this time the consultant, who had become very friendly
with the famiiy, also offered to design the entire new rice mill and to
-include in it the design for a 1liquid rice flour process. Liquid rice
flour is used as an ingredient in sweels; this liquid flour process
would be the first in the northeast, and promised the family an
opportunity to meet the growing competition from other small mills.
The family went ahead with construction of these plans, which were
substantially larger than the original plans approved by Thai Danu
Bank.

After the shell of the building was complete and most of the
major equipment was purchased, money ran out. 7o complete the new
plant the family asked for a B2.5 million ($136,825) loan from the
Industrial Finance Corporation of Thailand (IFCT), which was granted.
The family is proceeding with construction, has retired its loan with
Thai Danu Bank, and so far has the building nearly complete and is
beginning to assembie and install the equipment. As seems common in
smali-and medium-scale industries in Thailand, the family is having
most of the necessary equipment fabricated on site according to their
own specifications. Very little ready made or imported equipment will
be used in order to reduce capital costs and to ensure that the family
controls the production processes.

Mr. Teerasak says that they are still waiting for disbursement of
the Toan from IFCT and will complete construction as soon as they start
getting the money. They currently produce three metric tons of rice

flour per day in their old plant and hope to retire the old plant and
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produce about 20 tons a day in the new one, when it comes on line this
winter. Until the new loan becomes available they will continue
construction using their current monthly profit from the old plant of

B55,000 ($2,150).

The new mill prior to equipment installation
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Mr. Tongchai Kongkalai
Chicken and Fish Farm
Nakorn Nayck
Loan $ 117,279. 0D §$ 19,547

After working with Charoen Phokapan Company (CP), Thailand’s
Targest agricultural conglomerate, for over half a decade Mr. Tongchai
quit his job to set up his own farm. With a B.S. in agriculture and
several years of experience as the local CP Regional Manager Mr.
Tongchai had a clear idea of how to establish a business that vperated
both more efficiently and produced higher quality chickens than the
surrounding chicken farms.

Mr. Tongchai had done business with Thai Danu Bank but had never
borrowed money before. He submitted a business plan to construct ponds
and chicken houses on land he had already bought, and acked for a B3.5
million ($136,826) loan. Thai Danu gave the plan to their agricultural
credit expert for review and subsequently offered Mr. Tongchai B3
million ($117,279). Mr. Tongchai accepted the loan, agreed to put up
an additional B500,000 ($19,432) himself for land development, and was
granted an additional B500,000 ($19,432) overdraft line with the bank.

The farm is a model of imaginative design. There are six ponds of
about 4.5 acres each in size. Built on hardwood stilts over each pond
is a chicken house, each one large enough t. comfortably house 15,000
chickens. The houses are built from locally available timber beams,
palm thatch walls and roofs, and bamboo slat floors covered with a wire
mesh.  The thatched roof and closeness to the water help keep the
chickens cool during Thailand’s steamy summers. The bamboo floor has

plenty of space between the slats to allow chicken droppings and

85



spilled food to fall directly to the hungry yellow catfish and tilapia
which live in the pond below. The hen houses seem surprisingly fresh
and clean; this is perhaps one reason why Mr. Tongchai’s hens Tlook
plump and strong, and have a mortality rate of only 3.6 per 100 -- 1/3
of the rate common on neighboring farms. The chicks that Mr. Tongchai
buys from CP are kept warm by ovens that burn scrap wood chips obtained
Tocally for free; this is another of Mr. Tongchai’s cost saving
arrangements. Another advantage of Mr. Tongchai’s farm design is that
it maximizes output on his 33 acres; other local farms construct hen
houses on land adjacent to their fish ponds.

Mr. Tongchai’s farm has completed 1 1/2 years of operation, and
things haven’t gone quite as smoothly as was expected. Mr. Tongchai
planned to produce six crops of 15,000 chickens per house each year,
for a total output of 540,000 birds yeariy. During the first year,
however, only five crops could be produced because of a shortage of
chicks. Fortunately the large agricultural company that sells chicks
to Mr. Tongchai has assured him that he will be able to get all tl.at he
wants next year.

Because chicken production was slightly lower than expected, fish
production has also been slower. Shortage of working capital has also
forced Mr. Tongchai to economize by cutting back on fish feed, and so
the 500,000 catfish and tilapia in each of the six tanks have not grown
as rapidly as expected. In addition, installa.ion of electricity lines
and other start un costs have made it difficult for Mr. Tongchai to
keep up with his loan payments. Despite the fact that Thai Danu Bank’s

agricultural credit expert feels that Mr. Tongchai’s financial picture
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will brighten by January of 1988, the Thai Danu credit department has
refused to make additional loans and has urged Mr. Tongchai to use
some of his father’s resources to help him through this difficult
start up phase. Thai Danu Bank has, however, renewed the B50G,000
($19,432) overdraft facility, and this has allowed him to stay current
with his loan payments.

Gross profit for the first year of operation was B2,320,000
($90,696); this is before deduction of interest and utilities, but
after feed, chemicals, and Tlabor expenses. Gross profits are
reasonably expected to be B4,200,000 ($164,190) by the end of the
second year. Given Mr. Tongchai’s knc./ledge of the industry, his
economically designed facilities and efficient operations, and his
substantial second year gross profits Thai Danu officers are confident

that they have ¢unded a successful farm.
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1. The inside of a chicken house, with
thatched rocf and wire and bamboo floors

2. Thatch and palm leaf chicken houses
built on stilts over a newly dug pond
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Mr. Yongyudh Parinyawat
Sausage Factory
Nakorn Rachasima
Loan $15,396.46

Mr. dand Mrs. Parinyawat operate a retail shop that is tidy, well
organized, and stocked full of sausages hanging from the ceiling and
heaped on trays atop display cases. Behind the shop is a 1200 square
foot factory where workers sort meat, mix prepared meat with herbs and
spices, fill casings to make sausages, and dry and smoke various
sausage preparations. The equipment 1in the factory includes an
eclectic mix of a West German meat grinder, an American Hobart saw and
an American made oven, a Japanese video camera to monitor employees,
and huge cast iron woks and palm leaf baskets to cook and dry the meat.
Although Mrs. Parinyawat actually manages production in the factory,
her hu:..nd takes pride in selecting equipment and techniques from
Europe, and when we paid our visit she told us that Mr. Parinyawat was
in Europe selecting equipment for their new plant. It is worth noting
that the Parinyawat factory, although they produce traditional Chinese
styles of sausages, uses casings from West Germany because they are
easier to work with and more hygienic than locally available casings.
The Parinyawats also breed German Shepherd dogs for local sale.

The couple used to bank with the Siam Commercial Bank, but were
approached by the local Thai Dcru Bank branch manager to see if they
needed a Tloan. The Parinyawat’s sausage factery had a very good
reputation in the region and could not keep up with current levels of
demand. To meet this strong demand Mr. Parinyawat had wanted to

modernize and expand production for some time; when the branch manager
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came to see him, Mr. Parinyawat requested a large loan, but Thai Danu
Bank refused. Mr. Parinyawat subsequently visited the branch again and
led the Thai Danu Bank staff on a tour of their old factory. Thai Danu
Bank drew up an expansion plan that would be carried out in several
phases, and a Toan agreement for $15,196.46 to purchase the land needed
for expansion. Collateral pleaged was land worth $23,450, or just over
150 percent of the loan value. Arrangements for funds to construct the
new factory and to purchase equipment would be worked out later.

The Parinyawat factory buys 2000 kilograms of pork per day worth
about $3,284, and Mrs. Parinyawat estimates that they earn a profit of
about $1,314 per day after labor costs but before paying utilities and
interest expenses. Given the Parinyawat’s robust earnings and
excellent regional reputation Thai Danu Bank account officers are
confident that future loans will be made to the Parinyawats so that

they can build their new factory as planned.
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Mr. Piroj and Mrs. Somporn Klinsuntia
Vegetable Farm
Nakorn Rachasima
Loan $1,519.76

Mr. and Mrs. Klinsuntia received Thai Danu Bank’s second smallest
loan under the A.I.D. Guarantee Program. This $1,519.76 1loan
illustrates the tremendous potential ard limitations of small-scale
agricultural lending.

Mr. Klinsuntia works as a government janitor at the 1local
elementary school. His annual salary is $§1,681. He and his family,
including several children and parents, live in a cramped rural style
wooden house on the outskirts of the previncial capital Nakorn
Rachasima.

When the Tocal Thai Danu Bank branch manager visited the
elementary school on a campaign to raise deposits, Mr. Klinsuntia
approached him and asked for a small loan to rent 1.6 acres of Jand
directly adjacent to his house. Mr. and Mrs. Klinsuntia were
ambitious, wanted extra income, and had experience growing vegetables
on a tiny home garden, but did not have the working capital necessary
to pay the rent on the land.

The branch manager had made several lecans under the A.1.D.
program and saw this as an opportunity to "experiment by iaking such a
small agricultural 1loan." A $1,519 Tloan was provided for the
Klinsuntia’s to lease the land and buy supplies. As collateral the
Klinsuntias pledged his father’s land worth about $4,264, or about 280
percent of the loan.

The Klinsuntias currently produce about 18,000 kilograms of
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vegetables on their rented 1.6 acre plot each yeai*+ most of this is a
type of broccoli that is used in Tlocal soups. They sell both to
wholesalers and local retailers, grossing about $3,500 per year, and
estimate that their net profits are almost $2,000 per year, i.e., more
than Mr. Klinsuntia’s government salary. Mrs. Klinsuntia does much of
the cultivation planning, actual cultivation, and selling of produce.
They also employ three to four women on a part time basis to help weed
anc harvest, and they got additional help from family members on a part
time basis.

When we first spoke with the credit staff of Thai Danu Bank we
were told that agricultural production loans to small farmers tend to
require excessive monitoring and are very risky. According to the
Nakorn Rachasima branch manager this holds true for the loan to the
Klinsuntia family. Despite the fact that they get substantial profit
frem their small farming operations, they are unpredictable in inaking
payments and the manager must make frequent visits to keep them

current.
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M-, Pitichai Daenpuhrtthum
Biscuit Factory
Samutsakorn
Overdraft $117,279.12

Mr. Pitichai ard his wife ran a small, dark and cramped biscuit
making factory on the edge of a Targe towr. With a 40 year old gas
fired oven they produce sweet biscuits and cookies that are sold in
rural areas. After seven years of operating this factory they had
accumulated savings deposits in Tha: Danu Bank of $390,930; their
bisiness was doing very wall, and they were unable to keep up with
demand for their products.

They hired a Malaysian consultant to cesign a new plant so that
they could drastically expand production. Because they had a large
amount of cash available for construction of the new plant Thai Danu
Bank agreed to provide them with an overdraft faci]ity for $117,279.12
to meet their working capital needs during this period of expansion.
They pledged collateral, land and a building, valued at $261,923 or
about 223 percent of the total overdraft facility.

Construction is proceeding as planned: the shell ¢f the building
is complete and the main ovens are in place. As in several previous
cases examined on our trip to Thailand, capital was judiciously
selected so that most equipment was purchased locally and assembled on-
site. Only the metal chain-link conveyor belt (France), the mixing
machine (Federal Republic of Germany), the gas valves (Italy), and the
cloth conveyor belt {Japan) were imported. As part of the expansion

program Mr. Pitichai will hire about 100 new employees, 80 percent of

whom will be women.
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The old factory produces about two metric tons of biscuits and
cookies per day; when the new factory is complete it is expected to
produce 10 tons a day working at 60 percent of its capacity. The owner
estimates gross sales currently at $938,233 per year, and says that net
profits are about 15 percent of gross sales, or $140,735 a year.

Given the high value of collateral pledged and the optimistic
prospects for future income, Thai Danu Bank officers claim that they
probably would have lent to Mr. Pitichai regardless of the A.I.D.

Program.

The rew factory, built with proceeds
of the guaranteed Tloan.
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Mrs. Vipa Leungnarémitchai
Fresh Water Fish Farm
Nakorn Pathom
Loan $113,981.76

Mr. Manit Leungnaramitchai, Mrs. Vipa’s husband, has been farming
fresh water fish for over 20 years. Before the A.I.D. Guarantee
Project loan he operated a total of 80 acres with 73 ponds on it,
producing 7,000 metric tons of catfish, tilapia, and serpent head fish
per day. The 80 acres are rented from a member of the royal family;
although the Tlease is only one year long, custom has it that he can
stay for the indefinite future. Mr. Manit also owns several other
businesses, including a supermarket, a fish mill, and a fleet of 10
deep sea fishing boats that operate off the coast of Thailand.

Mr. Manit receives the latest technical advice on fish farming
from his brother who is a veterinarian, from Dr. Chen, who is a
fisheries consultant from Taiwan, and from the agricultural
conglomerate Charoen Phokapan Company, which supplies him with feed
and antibiotics. Mr. Manit has a feed mill on his property that mixes
cereal wastes, waste fish, and commercial fish food, and so he keeps
feed costs substantially Tower than other local farms.

Mr. Manit has been a Thai Danu Bank customer for 10 years, and is
well known to the bank. His wife, who actively manages several of the
couple’s properties, applied for and was given a loan under the A.I.D.
guarantee facility of $113,681.76. The proceeds were used to purchase
16 acres of new land on which Mr. Manit has built 28 ponds, all »>f
which are currently producing fish. As a result of this new investment

Mr. Manit projects production increases of between two and three metric
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tons per day, and the addition of 20 workers. The new land, financed
by the Thai Danu Bank loan, looks tidy and already has a small fish
feed mill constructed on it. A concrete water course channels water
from a nearby river into the ponds, assuring that they can be refilled
after each crop is harvested.

Altogether Mr. Manit has sales of fresh water fish from his 101
ponds of $2,111,024 per year, and he estimates profits of about

$636,210 before interest expenses and taxes.

Harvesting Frechwater Catfish
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A newly dug pond built on land purchased
with funds from a guaranteed loan.
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Weighing and packing catfish to be
sent to market.
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~Mr. Bunchoub Jearphunpong
Hotel
Nakorn Rachisima
Loan $31,274.43

Mr. Bunchoub owns and operates several prosperous small
businesses in the area of the provincial capital, Nakcrn Rachasima.
He runs a cunstruction company that works primarily with government
water works and road construction programs, he also has a crop
wholesale company, and his most prosperous venture to date is his
wholesale liquor business. His businesses are located in a small town
49 kilometers from Nakorn Rachasima.

There used to be four small hotels in Mr. Bunchoub’s town, but
the owners of two hotels died and their heirs have not kept the hotels
running, while two others burned down within the last few years. With
no hotels in town, businessmen, farmers and government officials
visiting this agricultural center had to drive to Nakorn Rachasima to
find a hotel. Mr. Bunchoub had been considering getting into the hotel
business for years and decided that this was the right moment. He
approached the local branch of the Thai Danu Bank with a proposal to
convert one of his warehouses near the town’s main street into a 30
room hotel. Thai Danu Bank reviewed the proposal and concluded that a
loan should be given, citing as reasons the borrower’s substantial
property, ample net income from other businesses, and local monopoly in
the hotel business for the next few years at least.

Thai Danu Bank gave Mr. Bunchoub a loan for $31,274.43 against
collateral of the same vaiue. Mr. Bunchoub used the 7loan plus

$40,000. of his own money to renovate the warehouse into a hotel with
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24 non air conditioﬁed (non-a/c) and 3 a/c rooms. The hotel appears to
have been constructed with economy in mind; fixtures are simple and
basic.

Mr. Bunchoub estimates that his average occupancy rate is 75
percent and yearly gross revenues are $14,063. His estimated yearly
revenues seem to be on the conservative side if his occupancy estimate
is correct. Nevertheless, Mr. Bunchoub says that his hotel is making a
good profit, and that he is seriously considering building another one
with 100 rooms in the same town. Mr. Bunchoub claims that he has had

no difficulty servicing the loan with income from his new hotel.
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Shinawatra Thai Silk Company, Ltd.
Silk and Handicrafts Manufacturing and Retailing
Pattaya
Ltoan $195,313.

Mrs. Yowvares Shinawatra’s family has been producing handicrafts
and silk garments in the city of “hiang Mai for two generations. Mrs.
Yowvares has worked with her family’s businesses since she was a child.
After studying dress and garment design in England and France she and
her husband opened a small retail department store in the popular
seaside resort of Pattaya, south of Bangkok. The couple leased a large
building, a bankrupt roller skating rink, along the highway into
Pattaya and converted it into a retail showroom, with departments for
wood carvings, handicrafts, jewelry, silk garments, and silk materials.
About one-third of the stor~ is air-conditioned.

The Shinawatras sell a wide variety of Thai handicrafts, but they
specialize in high “ashion women’s silk garments, such as blouses,
shirts, jackets, and in bedding materials such as cushion covers and
bed spreads. They contract with tour operators to have tours brought
to their shop; the complex has now become a popular spot for tourists
to shop. Most of their sales are made to foreign tourists. Shinawatra
Company’s gross sales for the year ended June 1987 were $978,281 and
gross profits were $207,031.

Recently Mrs. Yowvares decided that she could attract more
customers and make Shinawatra Thai Silk Company stand out among the
competition if she brought handicraft artists and silk weavers into
the store so that tourists could actually watch the artisans at work.

To do this she needed both more space and more working capital. She
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approached Thai Danu Bank with her expansion proposal.

Thai Danu Bank reviewed the plan and reconstructed the company’s
income statement based on the past year’s bills and invoices. Thai
Danu Bank concluded that the company has a substantial share of the
lucrative tourist handicrafts market in the area, a sound business
plan, good quality collateral, and promising income prospects. Thai
Danu Bank approved a $195,313 loan for expansion; collateral pledged
was worth about 76 percent of the loan, unusually low even under the
A.I1.D. Guarantee Program.

As of the date of the evaluation visit the loan had just begun to

be disbursed and no major investments had been made yet.
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APPENDIX 1
GENERAL STATISTICS

Number of active accounts (Sept. 1, 1987) 76
Largest loan $386,997.
Smallest loan $967.
Average loan $63,690.
Largest borrower (net fixed assets) $382,025.
Smallest borrower -0 -
Average size of borrower $96.750.
Defaults none

Portfolio Classification by Economic Activity
(In US dollars)
(Portfolio includes 66 sub-borrowers with available information)

Economic Activity Number $ Value % of Value
Agricultural Production 17 692,437 18
Agricultural Processing 14 995,825 26
Whoiesale/Retail 14 527,629 14
Service 9 500,360 13
Handicrafts 8 849,910 22
Mining 3 169,216 4
Real Estate Development 1 57,230 2
Total 66 3,792,607 99
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Sub- Suboroject
Loan Nase Total Assets Reraveent Credst foreion
No. Riter Financina Princioal Ralance Record Exthange
regard Outstanding
1. Fresh Meat £379,933, 21 $18,995.36 $94,588. 80 NiL
Pro.wssing Co., Ltd, $113,981.76
2. Kr, Piroy/ See Note $260.37 $1,259.39 record L1]8
Nrs. Scesorn
. Bry. Yips Leuna- $392,4827.24 $74,468.08 $39.515.68 custcaers NIL
naramtchat
LN Chiengaay Ranven, $509,118.54 $10.543.53 $65.443.7% are $398,7%.17
Co.. Ltd, $53.191.%%
3. Jaifah Chrengeay $169.332.33 $14,817.63 §53.371.43 qo00d $2.275.84
Lacoersere $18,994.56
b, fir. Tonachay $208,944.57 $15.191.57 $60,790.37 HIL
Yongkalay NIL $37.395.7)
1. Ar. Tonqchay $100,133.18 NIL $49,607.26 all NiL
Ngo
8. Mrs. Jintanas $788.633.60 NIL $192,455.76 are KIL
Mr. Vichay
Thanaicnakorn
9. Nr. Yonavuih 7848,113.55 $2.803.17 $12.591.29 $1,537.65
Parinvavat
6. ®r. Praghan $40.048.73 88,525,907 $11.971.37 Creoit HiL
Suksypthaworn
i1, Mr. Sombat $175,461.14 $7,012.85 $37,174,53 recoro NIL
Sunktl1nhaus NiL $3,343.11
12, ¥r, Visol Foung- $138,279.89 $2.116.78 $20,725.04 il NIL
vitavatinat KiL $22.392.13
i3, Northern Siae $743,790, 64 NIL $76.306.75 $361.233.77
Seealac Co.. Lt
e, Kr. Bunchoub 875,352,721 $3,999.30 $27.505.:0 NiL
Jearotunoang
15. Mr. Theerasat $170,946. 44 niL $78.183.75 NIL
Maetersucealatul Cremt reccoo
16, Ar. Pitickay $389,340.11 L[S 017,279,142 NIt
Daenpuhrtthus
17. Mr, Sanvarkrs, $i1.cu9.%) A118

Syoranes Fnav, camag

Cevelopaent lapact
fenioveent

30 Emoiovess
iND +)

6 Eeolovees
(XQ )

20 Eanlovers

125 Eantovess
(inclysed ¢ S0
Esplovees)

30 Cadinvees
IND i

18 tapicress

15 Eaoicyess
tinciude ¢ 10 Esoicvees)

55 Enolcyras

‘laciute ¢ S Eaplovers:

36 Esoicvees

4 Eynscrses

tinciuce < 1 Esoioves

14 Eanicvees
{[nctuge ¢ | Eaoioves

9 Espioveres
iND #»

498 Esplovees

iinciuge = | Eeicvees

+9 fenicvees

+20 Eaolcvees

*40 Eugicvees

17 Fadicvees
NY e

Provide sood quality products toork 1n sealed
plastic baos) 1n terss of freshness, cleanliness
and cheapness to the dceestic consumers, and
provice esgicvaent opportunity.

Generate evtra ynccee to raite standard of living.

Pravide sapioveent coportunity to the pecole
and sovirg workéorce and increase the suppiy
of fresn sater f1sh for domestic consumption.

Fromaote and preserve the art of Thar handicraft and
and 1ts stiited worrers

Provide easloveent coportusity for local labor and
orcsote the noeesade oroducte,

Previce saplovaent aopurtusity and qensrale 1ncose
for tre local pecple and increase supply of chicken
seat for ronsusption.

Increase sypply cf aeat fpork! for dosestic consuspticn,

Develco labor-irtensive crange farm and increase the
supply of oranges for dosestic consusotion,

Provice esploveent apportumity and 1nccee for local
pecoie.

Enhance family 1ncose and crovide various kinds of
tooking 1ngredients for the cansusers,

Frovige esploveent opportumty for local people.
Eenerate tamily i1nceae and increase supply of chicken
seat for the consuaers,

Pevelco labor-intensive, etpert-criented 1ndustry,
qen=rate 1ncose for the lccal peopie.

Frovice lcw-cost boarding for the local oeonte.
Frevige the consumer 4t 2 <tesdy and cheap orice
variety ot Dowoer to be used for rooking,

"ike availabie cupplvy of <tacle fcca ano at 2 verv
low crice ior locai consuseticn,

Froouce teramic ware-generate rasloveent,
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Lusoany White Clgv
Chiangeas Intanond
Tour Lo, Ltds.

Br, Aryangtray Lert-
Thunnong-Thos

Shinewstra Ina: 5l
Cosoany, itd.

$202.572.0

$42.780.02

$160,000.90

$27.215.08

$153.793.7¢

$17,745.8%

$132.760.8%

KIL

KiL

Wit

10 Eupiovees
(ND &)

103 Eeniovees
(D +)

[0 Esplovess

17 teplovees
(KD +)

Frocessing clav for local cerasic croduction.

Start uo 2 fow cost hotel; cenerate estlovesnt,

Frecessing frest druitovesetables: easigvaent.
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APPENDIX III

Article from Sept. 2, 1987 Bangkok Post on the Continuing Dialogue in
Thailand concerning rural credit policy

Banks asked to boost
credit in rural areas

C' [ wC. L ‘ ‘S\ \L_\D R \q"'

® Pprformance unsatlsfactory

THE Bank of Thniland has asked commercial banks to ex-
tend more creditin rural arens as their lending performance
in the first half of this year had not been satisfactory,

A scnior  central
bank source told HBisi-
neas Fost the Bank Su-
petyiaion and
Examination Depant-
ment deputy director
Kietisak  Meccharoen
recently asked all com-

mercial banks to &
meeting  to  review
lending  performance

under a new rule dur.
ing the first half of this
year

The new regulation
states that commercial
banks must extend
20% of their depoaita
as rural credits outside
Bangkok and five adja-
cent provii.ces

Of this 14% must be
agricultural credit ex-

tended directly tw
farmers. Agricultural
credit is deflined as

farm loans and loans to
amall industrics.

The remaining 6%
can be loans to agro-
industries.

The mource aaid dur-
ing the first half of the
year 8!l banks had snt-
wtactonily complied
with the lending re-
quirement  to  agro-
induatries

But agricultural
credit and loans to
small industries has
been running short of
the 14% target

TARGET

The depariment had
asked all bankea to ex-
pedite  rural  credit
lending 8o ns to meet
the 20% target duning
the sccond halfl of the
year, the source aaid

Under the rule if a
bank faile to meet the
target it must deposit
the shortfal! with the
Bank for Agriculture
and Agricultural
Cooperatives

Banks gain time
for rural loans

THAI Bankers' Aseocia.

tion president Chatri Bo-
‘] phonpanich sald the
Bmh of Thalland has
agreed o allow commer.
cial banks to roll over
thelr rural eredit short-
falls t0 other years.

Mr Chstri, slso presi.
dent of Banghok Banh,
oald it was difficult for
commercial banks to
meel the target in lend-
ing 20% of thelr capital
fund In rural credit with.
tn the first year that the
rule was implemented.

He sald thie explana.
tion was acceptable to
the central bank, which
agreed (o allow comumer-

cial banks toroll over the
shortfalls to other years.

However, each bank
wmust submit ite plans 1o
sxtend more rural credii
during the second half of
thia year to the central
bank for consideration,
and e roll over relaxation
will be given If the com-
mercial bank shows In its
plans that it tried its best
o meel the target

For Bangkok Bank it
oell, Mr Chat:! said it
wanted to Jend nore ru.
ral eredit, even poasibly
higher than the requlred
target, as eamings from
this kind of credit ls
higher than other kinda.

The nource aaid some

commercinl banks
complmined st the
mecting  that  they

might not be able to
meet the 20% require-
ment because they do
not have encugh pro-
vincial branches

“We told them if vou
have a amall number
of branches it means
you also have amaller
deposits  This meuns
the amount of rural
eredit required to be
extended will also be
amaller

“We told them we
will atick to the pre.
sent .rule,” he said,
adding that if any
bank could not meet
the target it onlv had
to deposit the balarce
with the BAAC.

The Bank of Thai-
land wanted banka to
extend more rural
credit now as there is
excess liquidity in the
banking system.

Asked about Bang-
kok Bank President
Chatri Sophonpanich's
comment that he did
not believe the BAAC
couid reccive deposits
from banks in cases
where there had beena
shortfall in the lending
requirement  because
BAAC also had an ex-
ceas liquidity probiem,
he anid the central
bank had not yet decid-
ed what it would do in
such 8 situation.
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1987)
&

ALL SUB BORKOWERS (JUNE 30,

APPENDIX IV

O Q

Naae

Fresh feat
Processing
Co., Lta.

AP Grachic
center Co., Ltd.

Ar. Plroj/
firs. Soaporn
Klinsuntie

Ars. Banyen/
Niss Boonvaiax
Aksornsry

Ar. Hong lung/
nr. Tiencnai
Tulyaorecnaran

firs. Vipa teung-
naramitenat

Chiengaai Banyen
Ce., Lta.

Jaitan Chiengaat
t2cauervare

Sir{ Hotel
Partnersmio

MC Thee cosalk {ﬂqa%ccanLuleku\

Nakorn Rachasiaa/
Urbdan

Hew/Existing Location Business keitvity
==:=:=:::==:=:!::::::X=:l::::::l:lltl:l;l:ll::l:
Nzv Kakorn Pathon/ fest Processing
Rurai {Pork}
Existing- Chiengeai/Urban - Printing/Agvertis-
’ ing Business
Existing Nskern Rachasina/ Cultivation
Rura|
Existing Chienqaa1/Urban nfg. of Furniture,
Antique, Carving,
ete.
Fristing Patheatani/fural 0renge fara
{Domestic -
Consumptioni
Existing Nakorn Pathoa/ Fisn Fars
Rural {Fresn vater tisn)
Existing Chiengsal/urban At3. of {arving,
etc.
New Chiengeai/urban Afg. of Sitver-
ware, LGCQUU’U&V‘E
Kew

Hote!l Businesy

udan

LN 3113,981.76
00 $113,981.76

LN 324,696.05

N 11,885.7

LN 375,687 8¢
00 337,993.92

00 156,990.:a

LN 3113,981.78

LN 325,382, %
00 153,491.43

LN 368.187.04
00 118,756, 38

LN 356,990,383
00 356,790 ¢8

ﬁmggka*uxﬁ:u

T332

Loan Furpose Tenar Grace Interest
:::l::x:::::S::::::::::::ll:x:!lllll!!::!!l:!lll!!!:l:

Building of Sect. 5,90 i reer 12.25
Siaugnter House & Seot. 5,90 NIL 12,25
Working Cabital

Purchase of equioament Narch 5,89 NiL o 1L,7S
Buring Seeds & Seot. 5,89 NIL 12.75
Fertilizer

Recair of Warehouses &  Sept. 5,90 NIL 12.00
Working Caoital Harch 5,89 NIL 12.00
Invees in nev fars dareh §,90 RIL 12.2§
farm Expansion Seot. 5,88 NIL 12.00
qeom1r & Erpan- Rarch $,58 RIL 12.00
st3n of Showrcoa farch §,83 NIL 12.00
Coenstruction of - Rarch $,90 6 sonth: 12.00
Building & Sept. 5,89 uiL 12.00
Korr1ng Capita)
Purcrase ot Sept. 5,89 . NIL 12.00
Larg Seot. §,89 RIL 12.00

CY 2,co,wa

o
L:\)’O\,oco,c,cc

=¥ “lpfb1b/.

Total Assets
3etore Financing

NIL

$119,091.22

1227,943.53

1255,176.58

§115,036.47

$62,689.97

§157,320.82

-3 ~

T ———

I
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lub- Subproject

Lean Hame New/E1isting Location Troe of Business Laan aaount

Luan Purpose Tenar Grace Interest

Berore fiiancing

{
Total Assets  ——— ————

12

13,

20,

2.

ar. vacniral
nrs. Soaporn
Tanatxaa

fr. Tonachal
Konjkalai

thangsilp
Pert. Ltd.

fnr. 8unlur/brs.
Sanaecnan
Sophasing

Chiengsai
Tharteera
Co., Ltd.

ar. Tongchal
Ngo

Brs. Anchanee
fhaiherun

nrs. Jintapa/
. Yichal
Thanalongxern

faaneng Korn-
Kasert Part, Ltd.

nr. Torgcnai
Xongxaial

Ar. knen
Guarasanee

nr. Porntheo
Suvannacnaton

Earsting

Ney

Existing

Nev

Existing

Esisting

Eriscing

Existing

Existing

Existing

Hew

New

Wakorn Rachasiass/
Rural

Kexa-n Hayor/
Rural

Nakorn Rachasise/
Urban

chacheeongsaos
Rural

Chiengazi/Rural

Chonour1/urban

Songkla/Rurel

Pathuetani/Rurai

Naxorn Racnhasima/

Rural

Nakorn Nayok/
Rural

Chiengaai/Urban

Chieagaai/Rural

Irading Fora U 515,197,

Products - Rice,

natze & etc.

Chicken fara & LN 875,982,

Fresn Hatsr - 00 337,993

Fish fFars

Dealer of 0 832,17

construction -

aaterials

Fresh Water - LK 311,547

Fisn Fara &

Faraing

fining - Tin, LN 138,481

Holtram a et¢. 00 $76,¥82.2

Chiceen & Fig LN 349,.07.2

Fars l-zm'.\ﬂ

Fishery LN 81,500

Qrange Fara 00 1192,455.
{Dokestic -~

Ceasupptioni

Trading fara 0D 32%,3%43

Progucts - Naize,

Teproca & etc.

Chicken Fara 60 119,249
fragine Farn LN 33,849
Progucts - fruits

Wholesaler LN 35,773
of aptical

appitances

57

a
92

15

~
-~

ac

Uerking Capital

Construction of
nennouscs &
Working Capital

Working Capital

Buying young -
tish 3 Seeas

Addizional lnvest-

eent & vorking -

Canoital

Buring Breeging Pigs

flogernizing

Fisning Travler

Improveaent cf tara

uorking Capital

Uorting (apital

Stocx (camodities

Stock Inventories

harch 5,90

Rarch £,96
narch 5,90

Sept. 5,87

Sept. £,88

harch 5,30
Sept. 5,90

Sept, 5,50

Sept. 5,89

narch 5,90

narch 5,90

harch £,87

Sept. 5,&9

Sept. 5,29

& sonths

NIL

N

KL

2 nonths
NiL

1 yeor

NIL

NiL

L1

KIL

NiL

NIL

12,25

12,25

12.75

12.75

12.7%
12,75

12.00

12.:0

12,25

12.75

12.73%

12.75%

19,0109

136,463.78

3196,478.00

12,612,40

1382,02¢.63

130,831.¢1

159,402.42

$146,266.36

$39,93.97

$36,603.76

15,003.8%

511,547, 34



Loan Name Rew/Eristing

Location

Loan Asount Loan Purpose Tenor Grace Interest Total Assets

Before Flnancing

I

8.

29.

30.

3.

2.

fir. Visit Panizh-
vattananon

Ar. Yongyudn
Parinyawat

fir. Prapnan
Suk supthawern

Ar. Sospat
Sunkk { 1nnous

Roung Se Fa
Kera) Part. Ltd.

Ar. Viael Roung-
vitavativat

Chiengaat . -
Ihaiteera
Co., Lta,

fir. Saecamg/firs. Nueng
Kugphoikung

fr. Youn/ftirs. Thip
Hunn

Ar. Preecha
Sirirozanakul

Tavorn Rutber
lagustry (1982) ..
Co., Ltg.

Existing

Existing

Hew

Rew

Existing

New

Existing

Existing

hew

Existing

New

Chachaeongsao/

- Urban

Nakorn Rachasina/
Urtan

Chiengnai/Rural

Rakorn Racnasima/
Urban

Rakorn Rachasisa/
Urban

Chachaeongsao/
Rurai

Chiengmai/Rural
Nararn Rachasina/
Urtan

Hasorn Rachasisa/
Urban

Kakorn Rachasiaa/
Kuray

Sonzxla/Rural

Progucer of Local
700d ¢.9. sausage

Grocery

Boiled Inao-Pacitic
Rackerel 3 irading
Coconut

Riceai!l

Chicken Fara

Aining - Tia,
Woltras, 3 -tc.

Ricesill, P1g -
Fara & Lang -
Devetlopaent

Livestock

fradiry Fers
Prooucts - naize,
Tap.ocs & etc.

Producer &
tzoorter of Later
{Para Aubderi

LK

LN

LN
1]

00

LK
]

LN

LK
00

Lk

00

LN
il

o

19,622,

115,396,

$15,396.

$4¢, 139,

$3,38

$23.0%¢.

122,892,
§22,892.

+30,522.

12,030,
111,480,

1V, 6e0.

133,158,

32

11

3]

.35

Vorring Capital

Expansion of
Building &
Working Capital

Rental Fee

Purchase of
Lang & Uorking -
2o1tal

Working Capital

Construction of
hennouses 4
Working Capital

Additional Capital

sagitionat Invest-
aent 3 Uarxing -
Tapital

Purchase ot -
vend & Uorking-
Capital

dorr1ng Capital

Construction of -
Fectory &
Worxing Cagital

Rarcn

Sept,

Sept.

Sept.

Rarch

Sept.

Seat.
Sept.

" sept.

Seot.
Sept.

Sept,
Sept.

Sent.

flarch
Sept.

5,30

5,50

5,89

5,90

5,82

5,90

5,89
5,90

5,90

5,28
5,87

5,88
5,82

5,87

5. 99

HIL

NIL

NiL

NIL
L 118

NIL

6 aonths
NIL

2 months

NIL
KiL

+ months
RIL

NIL

6 sonths
NIL

12,75

12,25

12,75

12,25
12.25

12.78

12.20
12.50

12.75

12.50

12.50

12,15
12,75

12.50

12.50
12.50

119,395,

§152, 455,

$132,117.

51,963,

176,982,

$76,30¢.

1382,024,

$11, 446,

$3,815.

110,082,

157,230,

St

3

05



3o,

3.

0.

il

$2.

o3

(Y]

ame

K.¥. Internatlonal
Oevelopaent
Co., Ltd.

fir. Prasert
Jaiklaew

Northern Sisa
Seedlac Co., Ltd.

fr..vorathart/
Hs. Boonleing
Raneesuvan

fir. Yarathart/
fs. Boonleing
faneesuvan

drs Chen
Polpongrat

Ar. Euncnoud
Jeerchunsong

nr. Bconyong/
fArs. Kongiux
Tawapanona

. Pongsarn!
Ars. Soajit
oiriratiznacel

fir. Sa-la Chienkling

fr. Soaroui Wonqarsa/
fiss Duangxae
Rottapa)

Pol.3gt.nas. vicnay/
ars. Porranee Vanwong

neviLatating

new

Existing

new

Existing

Existing

nev

new

ney

nev

Eristing

Existing

ney

Locacion

Pathuatani/Rural

Fathuatani/Rural

Luspang/Urban

Nakorn Rachasiaa/
Rural

Nakorn Rachasiea/
Rurel

Nakorn Rachasiza/
Urtan

Hakora Rachasiaa/
Rurz|

Chiengeai/Urban

Nakorn Rachasiaa/
Urban

Pathustani/Rural

Nakorn Rachasisa/

Urban

songkia/Rural

Trpe of Business

Land & Mousing
Developaent

Security-guard
business

Producer §
Exporter of Seealac

Chicken Fara

Chicken Fara

Fish fara &
Gargening

Hotel Business

Saall Restaurant

Selling Construction -
Naterials,
Auto-Spare-Part § etc.

Grocery Stere

Kindersarten

Gas Station

Loan Aacunt

a

]

a

(1]

LN

LN

LN

LN

o0

LN

$57,230.07

11,907.67

176,306.75

151,

12,189,

$3,509.

131,2K.

£3,909.

$97,232.

13,909.

2, 345,

158,829,
§19. 546,

92

Loan Purposs

Worxing Capital

Working Capital

Working Capital

Worxing.Caoitsl

Vorking Capital

Constructing Fisn Pona,
Buying Flover Seecs &
Incecticide

Cinstruction of Hotel

Interior Decoration

Kental Fee

Uarning Capital
Lorring Capital
Censtruction of

5as Statioen & Working -
Ceoital

Tenor

Sept. 5,90

Seot. 5,38

Barch 5,90

Sept. §,30

flarch §,49

Sept. 5,91
Sept. 5,28
Sept. 5,91

flarch §,91

rarch 5,90

Rarch $,89

lrace

ML

NIL

NIL

AL

AL

L1183

Kit

KIL

RIL

L118

XL

Interest
Betore Finsncing
x:::::.::l:::::::::::::::::::::::::::::::
12.2 1149,830.65
13.00 $1,907.67
12.2% 1362,(57.08
13.00 . 18,393. 4
i3.00 18,393. %4
13.00 $7,818.61
12.50 126,707.38
12.75 181,166,938
12.50 $175.918.69
13.00 £16,22:.81
13.00 14,891.16
15.00 $62,310.39

1
Total Assens




By
- swre e l f‘ s : ‘:,_.J-
uan Naae New/E11sting Location Trpe of Business Loan Asount Lcan Purpose Tenor Grace Interest Total A‘sezs -
No. Betore Financtng ——————
,<Z::SIS:Z==‘l:::ll::!:!l::::.::Sl::l::l::::l::l:lil!lllll:ll
is. Rr. Charan/frs. Suke Existing Chiengasl/Urben Grocery Store LN 19.773. 2 Rental Fee Sept. 5,91 KIL 12.75 314,659.89
Khuachang
(j;;:) fr. Theerasak Existing Hakaorn Rachasina/ Flour nil] 0D 17,818,461 Vorxing Capital Sept. 5,91 ML 13.00 $143,212.38
Raeteeaugxalziul Urdan - —_—
/\ v e —
a7, hr. Pitichay nev Saautsakorn/Rural Biscuit Factory 00 $117,279.12 Vorking Cipital Sept. 5,88 L118 12..0 186,688.82
- e
[ R Rang Se Far Koraj Eiisting Nakorn Racnasima/ Rice nill 00 315,832.22 Vorxing Capital Rarch $,50 NiL 13.00 $76,922.29
Lta.,Part. Urban B
9. Ezmneng Karnxasert C1isting Nakorn Racnasina/ Iraging Fara LN 527,365.i3 Purcnase of Building Rarch §,91 NIL 13.09 135,938,897
_) Ltd. ,Part. Rural Procucts - asize, tor otfice EE
Tapioca, etc.
S0. Ar. Vacnira/ ' Existing Nakorn Rachasisa/ Irading Fara %0 $2.73.51 Worxing Capital Rareh §,91 MIL 13.00 19,411, 84
fArs. Somoorn Rural Products - ice, - e——
Thanatkae Raize, etc.
5. Chiangmay Sanyen Existing Chreasesifurvan Rtg. of Clarving, L 3117,279.:2 Canstruction of Uarencusesent. 5,91 J aonths 12.2§ $115,036.47 — --
Co..Lta. etc. 00 1273,¢51.29 4 Uorking Capital 12,25
2 Chiangeal Intanong new Chiengsai/Urpan Guest house LW 5112,29.12 (enstruction of Sept. $,51 & sonthg 12.50 $242,872.30 ——onu
Tour Ca.,L14. L dSE, 268 a0t Guest house
53. Siry Hotel Ltd. Part. nev Nekcrn Rachasisa/ Doreitory O 13%.093.0¢ Expansion of Building Sept. 5,90 KIL 13.90 $157,370.82 ——— -
Urban & [nterior Decoration
‘) Sé. Jaifah Chiangaay Eristing Chiengmay/Urban R1g. Silvervare, 0D $19,446.52 Worxing Capjtaj Seot. 5,90 NIL 12.25 162,589.97
Lacquervare Lacauervare § etc. S e————
: 5. fr. Hong long/ Existing Pacrustany/Rurat Orange fara 0D 519,%48.52 dorving Capital Raren $,91 NiL 12,75 1227,963.53
i M TR mmemsto e s s —
, Tulysorecharan
56. fir. Yongyuan Eristing Naxarn Rachasizaf Producer of Lecal Fooa 00 17,218.¢1 Worxing Capitat Rarch 5,91 NiL 13.00 $192,(55.73 -
Parinravat

Rote: ). Soae sub-borrovers appeer twice
2. New = New Business ; Eristing

Urtan

or aore in the ¢
Eipansion

¢.9. Sausage

tanddy Letters of Cregit gue Lo many Qisburseaents,

3. Sub-borrowver No.! has o valuable assets before financing.

# 53,065,671 (o

Qe doa

A C\wée_é'_'\r\*\—&c quv.\(;.‘

e —


http:162.689.97
http:1l9,146.52
http:II57,370.82
http:1242.572.32
http:I117.2,79.12
http:1273.5i.29
http:111S.36.17
http:1117,279.i2
http:12.136.51
http:139,934.57
http:1272365.iS
http:i15,631.22
http:S7,8!8.61

—_
x:::l:::l:l‘!:llll8!!;:3]]1&::!(!!:31:::11.!1:!!:::!:88:!!8‘==::l::ll
Loan Nase fotal Assets * Repayment Credit Foreign Develooment Impact Econonic & Social Effect
No. Atter Financing Princioal Balance Recora Exchange Eanioraent
repald Outstanaing
333333325 z3353323
@ Fresh neat 1379,639.21 §18,996.96 19¢,984.80 NIL 30 Eeploress Crovide gacd quality products [pork in sezles plastic bags) In
Processing §113,981.7¢ (x0 +) teras of freshness, clesnliness and chespness to the domestic
Co., Lta. consusers, 4nd orovide eaployaent opportunity.
/ A.P. Graphic $110,728.98 124,696.05 NIL Creait NIL 10 Eaployees Provide new technology in printing for the local customers. .
Center Co., Ltd. (ko ¢}
@ Ar. Pliroy/ See Note 1260.37 $1,259.39 record NIL 6 Enploryees Generate eitre incoae to raise standard of Ilving.
Ars. Soapern (NO ¢}
7 Xlinsuntia
‘. nrs. Zanyenf 1165, 843.47 $15,658.43 $60,329.¢1 of 1232,978.72 7129 Lavloyess Provide labor-intensive, erport orientea indus:ry and generate
niss doonratax (118 137,993.92 (NO +) incose for the local peaple.
Aksarnsrl
S. nr. Hong Tung/ §322.948.33 NIL $56,790.88 atl KIL 30 Eaplovees Provide esplovsent oooortunity to the local zeople and seasonal
nr. Tienchay (Inciudea + 2 Emplorees) esciarment to the aoving workforce.
Tulyeorecnaran
('L, ) ars Yipa Leung- 1392,427. 4 $7¢,568.08 $39,513.¢8 customers KIL 20 Eaployees Provide eaploraea? opportunity to the people and acving vorkforce
naramitenal } 8nd increase the supply of fresh water f{sh for dosestiz
consuaption,
@ Chiengsal Banyen 1509,118.5¢4 $10,543.88 165,443, 96 are $398,936.17 125 Esplorees Prosmote and preserve the ort of Thai handicraft and its skijleg
Co., tla. $53,191.49 {Inciugea + 30 Employees) vorkers,
o Jaitan (hiengaal $169,832.83 114,817.63 §33,871.43 9000 12,279.64 30 faployees Provige easlorsent opportunity ras local labor and prosote
LacaGuervare 118,996,986 N0 o) the husensde products,
9. Siri Hotel 1226,443.77 119,469.01 137,521,382 1759.38 10 E-n'louu Provide emploraent oppartunity for local people.
Partnersnip 156,990.9 (KO +)



http:12.279.61
http:1398.936.17
http:1132,978.72
http:17,521.17
http:119,469.01
http:113,996.96
http:t53.571.43
http:1l1,81.63
http:139,513.ts
http:156990.18
http:137,993.92
http:I60.229.6I
http:115,650.43
http:11,259.39
http:i26,696.05
http:1226.1W3.77
http:1165.843.47
http:1110,228.98

/ Subprejet

n

2.

Naae

Ar. vachira/
ars. Sceparn
Tanatxas

Ar. longcha
Kongkaial

{nangsilp
Part. Lta.

Ar. dunlur/nrs,
“anaechan
Saoenzsing

Chienynai
Thasteera
€., Lta.

A, engchal
Ryo

firs. Anchranee
thainerun

Are. Jintanaf
ar o Vichn
Thanalsngaorn

Easneng Karn-

Kasert Part. tta

Rr. Tonginay
Kongxajal

fAr. Aaen
Guardsanee

Ar. Pornthep
Suwannachaton

fotal Assets
After Financing

193,085,141

1208, 966.57

$199.186.13

120,541.38

1569,908.41

1100, 133,18

192,278.7%

1228, 645,60

$127,020.79

1208,1764.57

$29,060.2

$31,120.09

Reparsen:

Principal
repaid

NIL

115,197.97

NIL

132,117.48

1302.72

$,930. 17
NiL

NIL

$3,270.23

NIL

NIL

119,245,597

1897.25

$1,6.3.28

Balance
Outstanding

115,197.92

$60,790.27

$37,99).9

NIL

110,744, 62

$33,556.38
$76,982.29

$49,607.2¢

18,2725.11

$192,455. 14

$26,943.

o
=]

NlL

12,951.86

14,359,914

Credit
Recora

Creait

recard

of

Custoaers

are

9004

Foreign

Eicnange

KL

NiL

NlL

NIt

HiL

NiL

HiL

HIL

L1(8

Ueveicosent lspact
Eapjo-ment

14
lIncludea +

13

-

13

[}
(Inclugea +

Py

S0
(Inctudeq »

-

~

-

P SSR23zr e33R ISIIRITIIIIIRL320A30232KR3352833855322223833

Eaciorees
t faplorees}

Esolorees

Eopliorees
(MO +)

Eaplovees

(MO ¢)

Eaplovees

Eaplorees
10 Eaplorees)

Eaplcrees
(RO +)

Eaclorees

S Esplosecs)

Etpiorees

{sdloyees

tadlayees

Esblovees
(NO 4}

Econoatc & Soctal Effect

Cenerate 1sacdiate incone for the local tarmers and act 83 a wholesaler
o! fars products.

Provide esploraent opportunity and generate tncsae for the
lecal copie and increase susply of chicken seat for consusption. ‘

Provide esplorment oooortunity ang construction satertals X
vhich contribute to the developsent of urbzn and rural ares.

Generate tasily incoae.

Previde labor-intenstve, erport-orienteq 210109 ingustry ana
generate income for the local worxers.

Incresse supply of aeat lgorx) foo domestic consuaption,

Provide eaploysent opportuntty ta the peaple and increase
the auantity of seafood for consuaption.

Deveion labor-intensive crangs fara ang increase the supply
of oranges *ur ceosestic consumption.

Stcek agricultural progucts during pek season and at the case
tiae provide isaediate income to Inc farsers

Provide cspicrnent op7 srtunity ang genzrate inccae tor the local
peodle and increase .upply ot chicaen sest fc. “ensuaptien.

Provide incose for the farsers ang act a3 a wvholeszler of fruits ang
vegetaoles.

Generate fanily income and seilina optical applisnces


http:11,6.3.73
http:131,120.09
http:12,951.86
http:119,215.57
http:1208.166.57
http:11217.020.79
http:1192.655.71
http:l21?.t83.LO
http:311.21.ll
http:13,274.23
http:192.378.75
http:119,607.26
http:133.556.ib
http:l,93L.17
http:10.711.62
http:120,54i.38
http:132.717.48
http:1199.186.13
http:160,790.27
http:115,19.57
http:1205,96.57
http:195.055.11

2.

2.

3.

Subproject
Haae

fr. Visit Panicn-
vattananan

fir. Yongruch
Parinyavat

Rr. Prashan
Suksupthavarn

Rr. Soabst
Sunxktinhous

Roung Se fay
Kord) Part. Ltd.

fr. Yisol Roung-
vilarativat

(hiengaal
Thaiteers
Co., L0

nr. Sacang/Ars. Nueng
Kuspnolxung

Ar. Youn/Brs. Thap
Hunn

Ar. Preecna
Sirirojanasyl

Tavorn Kubter
Ingustry {1982)
Co.. Lto.

Total Assets

$79,195.53

§28¢,118.5%

$40,848.73

§125, 481,

-

¢

1106,52¢.28

134,299,869

$569,508. 81

$72.G69.42

$19,51¢ .8

$154,382.22

S48, 17428

7 Reparaent
After Financing Principal

reoald

[ 118

$2,805.12

16,325.07

17,012.85
L8

NIL

$2.116.73
NIL

1383.08

NIL

NiL

13,52,
L148

KL

§13.261.33
NiL

Balance
Gutstanaing

$9.022.19

112,591,209

$11,071.3%

$39,176.53
13,849.11

122,094.¢9

13G,139.02

17,630.¢c2

$11,446.01

$4,083. %6
13,815, 04

$15,261. 8¢

159,198.78
138,153.:8

Creait
Recerg

" treout

reccrg

of

atl

customers

are

§cag

Foreign
Excnange

11,539.65

NIL

NI

NIL

NIL

NA

NIL

NIL

KL

$1,097,284.5

Develoosent [soact
Eaoioraent

2 Enplorecs
(42 +)

3¢ Eaoloyees

4 innlor?e:'
lInciuded + | Eavloreesi

16 Eaploress
Inctugec + | Eapleyees)

i3 Zzolorees
(N0 +)

8 taplorees
(n0 +)

13 Eaplovess

8 faoloyees

0 Eadlorees
{80 o)

12 Esployees
linciudea v 7 Esployees)

27 tsoloyees
{Inciucea v 1 Eaployees)

Increase f2aily {ncose.

Provide caploraent ooportunity ang incose 1or 1scss people .

Ennance tasily incose sng orovide varjous kinds of cooking
ingredients for the consusers

Prsvide caploraent apportunity for local pespje.

Previde immeatate incose for the tarners, purchase and stocx ercess
rice during peax season.

Gererate fanily income and 1ncrease supoly of chicxen mest for the
consusers.

Provige labor-intensive, erport-oriented AININg Industry and 9enerate
Inccae for the local vorxery.

Generate 1ncose for the fasity sng provige esolorsent

cpportuntly for the others.

tncrease tasily income and suoply of beef for consuaption.

Proviae issediate i1ncoae for the farsers - wholesalers
of fars products.

Planting and orocessing of local para rubber into lates for erpert

Provig incose to the iocai peonle ang at the same tise 9cnerate
incose for the country.


http:iIS39.65
http:13,515.34
http:13313i.t2
http:12,?2.O3
http:13.39.11
http:39.116.53
http:112.591.29
http:Il5.26i.3S
http:12.116.73
http:12.805.17
http:569,iol.11
http:ii06,520.25
http:1125.481.L4
http:79,15.53

8.

0.

&

Suboproject
Nase

K. V. Internaticnal
Development

Ca., Lta.
Rr. Prasert
Jaiktaew

Northern sjaa
Seealac Co., Lta.

nr. Voratrart/
ns. Beonletng
Raneesuvan

nr. Yorathart/
ns. Bconleing
Raneesuven

ars. Chan
Polpongrat

Ar. guachoud
Jearonurcong

fr. Boonrong/
Ars. Nonglux
Yavapanond

ar. Jongsarn/
nrs.
Strirattanagol

Somjit

Ar. Sa-1a (hienxlang

Rr. Sosroul Hangarsej
Atss Ouanguae
Rattaoa

Pol.Sat.Ray. vichay/
nrs. Porranee vanwvong

Tatat Assets Reparment
After fFinancing  Princigal Balance
repaid Gutstanaing

$218,445.29 NIL

- 16,426.08 NIL

1743,990. 84 NiL
118,776.23 nit
13,776.23 NIL
158,62 11,129.0
175,152.92  13,509.10

LARR Y YY YT IRTS

1293,197.81 $7,120.92
132,178,488 NIL
See Note NIL
$179,589.52 13,928,584

$52,230.06

$1,902.67

$76,306.7%

1151.92

12,198.92

12.779.%9

127,265.13

13,465,186

190,011.68

13,309.30

12,345.%8

156, 111.02

(reait
Recora

Credit record

of

all custcaers

are goog

foreiyn
Eichange

SIL

1381,583.77

NiL

NIL

NIL

NIL

NIL

L1(

niL

LIS

2zz2333 222z

Cevetooment lapact

7 Exolorees
(§0 +)

57 Esolorees
(50 +)

+58 Eanlorees
linclugeq »

6 Eaoloyees

(NG ¢+)

[ E:ployies
{ng +)

+J Ezolorees

v5 fantoyees

¢+ & tavlorees

v § Eenloyees

+ 3 faployees

+ 6 Eanloyees

«10 tepioyees

! Esplorees)

Econosic & Social Effect ! ot s
Esoloraent Bt
— e ——
s&seessdzaz: 4823233233233 S33zxzzc33283az3

L R ey Y Y Y T T T I T Ty T

Develop 1and and houses for low & aiddle 'ncose people - help raise
thetr standara of living and generate eaployaent for the locai vorkers

Protect properties of various business firas, provide esployaent
opportunity especially for the veterans.

Develop labor-intensive, erport-oriented industry, generate
income for the local people

Generate family income ana raise their stanaaras of living.

Generate fasily incose and raise their standards of living.

Generate fasily incose.

Provige lcw-cost boarding for the local peoople.

Provide good quality food at a low price.

Offer the sudoiy of auto-spare-s “ts, construction aateriais 2% the
Cenvenient place to the focal pecole.

Generste family income,

Praovide tasic learning skiil necessary for the children.

Proaate the 1cng Jistance travelling tnus increase the voluse al trade
Betveen provinces.


http:1311.533.77
http:15411.02
http:12,345.18
http:11,909.30
http:10.611.68
http:127,!65.13
http:12.779.19
http:176,306.75
http:1.907.67
http:57.230.06
http:13.923.51
http:17.352.92
http:18,586.62
http:118,776.23
http:313.776.23
http:1743,990.81

Naae

... 0. Charan/nrs. Sue
Khuacnang

Ar. Theerasax
Ractecaugkalaayl

ar. Pitichay
Oaenpunrttrus

18

19.

36,

Rong Se 7ai Kora) _
Ltd. Part,

Eeaneng Karnrasert
Lta. Part.

ar. Yachiraf
frs. Scacorn
Thanats aa

(hiansas) Zanyen
{c.,Lta.

Ch1angaar Intanong
Four Co.,tta.

Siry #otel Lta. . Part.

1226,443.17

Toral Assets Keparment
After Financing Principal fBatance
repald Outstanding
ixl}:i:ll.‘:lilii:l.:3::::;:;:
$22,576.23 12,3833 47,358.93
BUN TN ML $78,186.08
1360, 340.11 NIL $117,279.12
§106,528.28 NIL . $115,832.22
$127,020.79 $3,908.31 $25,455.32
193,085.11 NIL 12,736,5
1509,118.54 NIL 117,279.12
1273,851.22
See Note NIL iz 902

$3,138.8¢ 135,25, 29

Jaitan {riangear 1169,332 03 NI $19,546.52

Lacauervare

Ar. Hong Tong/ $322,9¢8.%2 KIL §19,546.52

Ar. Thienciat

Tulraprecnsyan

Ar. Tongruan $284,118.5% LH 17,218, 51

Parinyavat

ottt v atwiice Note: 1. Sose sub-borrouers appeer tuice or
r———t s 2. v T New oor 30diticnal ceplarees
i . H 32,

oyt

Bie—a st ittt aee v..nauv.m'w.‘:.../

83fe in the <tenaby Letters of Creqit due Lo #ary d130ursenenty.

Provide employaent opportunily snd incose for local people ..

Creant Forergn Development fapact Economic & Social Effece | - BTN
N NVl — -
Record Eichange Eaployacat | I
— ]
R EY l::;:;;;;::;:::::X'xl-:::z:; ::xxl::x:z:x:x:zxz:llllxx:::x:xlxx!S==I=xl!lxxlI=xxxlx:::llzx::::x:::::!::::x - -
_NIL ¢t & Zaployees Susply the {aportant cocking ingredients to tne tocel consumers, -
NIL +20 Eaployees Previde the consumer at 4 steaar and cheap price varity of pouder
Creqit -scorg to be used for caoking. )
NiL +40 Esployees fexe availadle supaly 3t staple food and at 3 very low price for R
locel consuaption,
.~ .. kL . .18 Esployees . Provide imsediate incose for the fereers, purchase and stock e1cess P
(N0 +} Flce during seax season.
ot NIL 8 £aotoyees Stock agricultural products during pesx season ang at the sase tiae - .
provide 1ameciate income to the taraers.
NIL il Eeployees Generate 1amegiate incose tor tne local taraers ang act as wholesaler .
lInciusea + & Esprorees) o fars products.
1398,335. 17 123 Saotovees Prosote and preserve the art ot fhat nenaicratt ang its skilled
{Incluged + 3 €onlorees)  vorrers, e e
_ &ll custosers e
NIL ¢3¢ Esployees Provide eaployaent apportunity for local peaple ang toaraing for
locai ana toreign tourtsts. - -
§759.88 10 faployees Provige esploraent oppartunity for locel pespie and boaraing for
{ND o} the travellers.
NIt 10 Eaployeey Provide caplorsent opportunity for tocal Isber ang prosate
(K +) the Noacsade products.
L1% 30 Eaployees frovide esployaent opportunity to the lacal ceopic snd sessonal - - —
are sood {Inclugea + ? Exclorces)  captoreent to the eoving workforce.
Nit it Ewptoyeeg


http:123&.13.5t
http:119.516.52
http:119,546.52
http:1,i38.34
http:122.443.27
http:1117,279.12
http:3509,II8.5I
http:123,451.32
http:1,109.A1
http:1127,G20.79
http:115.637.22
http:1106,12L.25
http:S117.279.12
http:i76,&16.4L
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10.

APPENDIX 5

DATA COLLECTIOY GUIDE

I. MACROECONOMIC CONDITIONS: 1MF, IBRD, BIS, ETC. DOCUMENTS

What has been the rate of change in inflation since the financing?
What is the forecast for inflation?

What is the level and percent of employment? What is the forezast?
What has been the rate of change in employment since financing?

What has been the level and rate of change in GNP/GDP since financing?
What is the forecast?

What is the breakdown of employment and GDP by sector?

What is the population growth rate? What is the age composition of
the population? What is the rural/urban breakdown? Any major changes
occurring?

What has been the changes in the currency conversion rate since
financing? Is there a black market exchange rate?

What are the foreign exchange constraints on the economy?

What are the government policies regarding:

a. The private sector

b. Interest rates

c. Business financing

d. Collateralization of loans to SMSE

PRE II FIELD DATA Case# Page 1



10.

11.

IT. INTERVIEWS WITH CENTRAL BANK AND GOVERNMENT OFFICIALS

Please describe the structure of financial markets, credit
availability, and subsidies.

What are the major trends in government policy toward the country’s
financial markets?

Please tell me what you can about the current discussion on interest
rate policy. Are interest rates subsidized in any way? What is the
prevailing interest rate?

What regulations are there on financial markets? What particular
regulations relate to SHSE credit? What regulations concern
collateral requirements? Is there ongoing discussion on financial
market reform? _

What are the trends on privatization of banking institutions?

What are the major institutional changes that are currently happening
in your country’s financial markets?

What do you think of this project?

Has this project led, or will it lead to changes in provision of
credit?

Has this project affected access to credit for small businesses? __

Is there a government policy to improve access to credit for small
business? How does the PRE project fit in?

Are there other successful small business lending programs here?
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10.

11.

12.

13.
14.

15,

16.

17.

ITI. INTERVIEWS WITH PRE STAFF

Why was this particular project selected? Was it particularly suited
to local economic conditions? How did it fit into PRE programming at

that time?
Why was this project undertaken?

In terms of financial and management capacities, how strong would you
say that the project IFI is?

In what ways was the local IFI involved in project design?

In what ways have A.1.D. Mission staff assisted you in the design or
implementation of this project?

In what ways does the PRE project credit delivery system differ from
other credit systems in this country?

Have the Tloan policies o1 this IFI changed at all during the PRE
project period?

Have there been any important management changes at the IFI during the
period from _to ?

(SHOW OBJECTIVES LIST) Of this 1list, which were the six primary
objectives in carrying out this project?

Would you say that this PRE project has had any significant impacts on
the locai economy or credit system? What impacts?

Do you feel that investigations preceding the project were adequate?
What would have helped?

Did you or others in the agenry carry out a policy constraints
analysis before you made the investment decision?

Will the project continue after termination of PRE assistance? How?

If you see that the PRE project is not going to meet project
objectives, what action can you take?

Could you give me any examples of Mission projects that were
stimulated by PRE activity?

What control do you have over the implementation of this project once
you have disbursed the loan?

Please tell me about instances when innovative appﬁoaéhes have been
taken to solving difficulties caused by government regulations, or
changing circumstances.
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10.

11.

12.

13.

IV. INTERVIEWS WITH A.1.D. MISSION STAFF

How does this project relate to the mission portfolio? Why was this
particular project undertaken?

Deces the Mission consider the project successful? Unsuccessful? If
so, why?

Is the government interested in the project?

(SHOW OBJECTIVES LIST) What co you see as being the six most
important objectives of this project?

What have you learned from the project and how would you change it?

How much backup and assistance has the Mission provided to this
project? Any assistance to other PRE projects?

Has this project in any way influenced other activities in the
Mission?

Has this project stimulated any further Revolving Fund projects in
country?

Have other host country institutions replicated the programming
approach taken by the A.1.D. supported IF]?

Has the Mission initiated any new private sector projects?

Is there ongoing discussion on increased private sector involvement in
development programming?

What is the general relationship between PRE/Washington and the
A.1.D. Mission here?
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V. AID/PRE DOCUMENTS

Project Loan Information

1. Date of Application 2. Date of Approval
3. Amount Aprroved: fore After
Loan $ $
Grant $ $
Bank Matching Funds $ $
Additional Commitments $ $
Other loans/grants $ $
4. Term of Loan (months)
5. Repayment Requirements: Interest Rate %
Principal Reductions
6. Date of First Disbursement
7.  Amount Disbursed: As of _ loan $ Grant § _
8. Amount Outstanding 3% As of
9. Current? Yes _ No __ If no: Amount in Arrears §
10.  Other indicators of he strength and competence of the IFI:
Total Toan arrears §
Reserves presently § Last year §
Value of PRE project portiolio §
11.  Any indication that this IFI was involved in the design of this PRE
project?
12.  Type of loan mechanisms used by project?
13.  Total amount invested in the project by all sources?
14.  Any evidence of A.I.D. Mission staff involvement in this project?
15. Primary purpose of loan. _
Types of businesses eligible for loans.
How many applicants were there? ______ How many were accepted?
16.  Has PRE/I made a field visit? Yes __ No _ . If yes, date?
17.  What factors were considered by PRE/I in selection of this project for

evaluation?

PRE II FIELD DATA
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18.

Did the Bureau for Private Enterprise carry out a structural analysis
of the banking sector before you made the investment decision?
were the results?

What

Types of businesses to be financed?

Investment Proposal

Basic loan criteria for subborrowers:

maximum size Minimum size

Maximum maturity Minimum maturity
Interest rate Coliateral
Minimum equity participation_

Methods to acquire subprojects.

Financial:  (review financial statements filed in support of

Grant component of PRE assistance:

PRE II FIELD DATA Caseft
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VI. IFI DOCUMENTS

1. Name of Project Organization

2. Address

3. flountry

4. Principal Officer _

5. Purpose of IFI

6. Costs associated with admin. of A.I.D. project

7. List of subborrowers

NOTE: If possible, get the following: A profit and loss statement for the

PRE funded project, a P&L for the IFI as a whole, and other financial
statements for the past 3 to 5 years. If a formal P&L is not available

then:

1.

Financial information on the IFl as of (date)

a0 oo

Total Toan portfolio  Amount
No. of loans
Average size loan
Revenues (Fiscal year ended):
Total
USAID Loan funds

Net Profit:
Total
USAID Loan funds

Ratio Analysis

d.

Profitability (for each fiscal period)

Net Profit Margin: Net Profit/Total Revenues

Asset Turnover: Total Revenues/Total Assets

Asset Leverage: Total Assets/Total Equity

Return on Equity: Net Profit/Total Equity

Interest Income on Loans: Loan interest income/
Average loan portfolio

Solvency (for each fiscal period)
Financial Leverage: Total Debt/Total Equity
Liquidity: Cash and Cash Equivalents/

Short t~vm indebtedness

Loan Quality: Overdue outstanding loans/
Gross vaiue of loan portfolio

Efficiency: Principal collected during period/
Principal due during period.
Anount of payments made
during period/Amount of
payment due during period.
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no

(o)}

~

Financial Reports

Were funds used as required by the loan documents? Does file contain

documentation of the use of funds?
Were training grant funds used as proposed?

Loan information: As Reported As Projected DIfference Reason
Number of Loans
Amount of Loans
Collections
Delinquencies ___

Othar _
USAID Funded Portfolio
Loans disbursed as of (date)
Amount
No.
Location: __ Urban Rural

Disbursed loans that are current in payment
Amount
No.

Disbursed loans that are delinquent

Up to 30 days: Amount No.
31-60 days: Amount — No.
61-90 days: Amount _ No.
Over 90 days: Amount __ No.

Disbursed loans that have had moratoriums on payment and/or been

rescheduled: Amount No.

Disbursed ioans that are under foreclosure and other liquidation

action: Amount No.

Pending loan applications

Amount No.

Remarks
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Rural/Urban
Size

Sector
Export/Import
Assets
Employment
Gender

Sales

New O1d

Current

Rural/Urban
Size

Sector
Expnrt/Import
Assets
Employment
Gender

Sales

New 01d

Current

PRE II FIELD DATA

Subborrower Matrix

Borrower/Loan Number

Subborrower Matrix

Borrower/Loan Number
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VII.

INITIAL IFI STAFF INTERVIEWS

Interviews with division chiefs and others responsible for the operation of
the USAID funded program will be required.

1.

How does the A.I.D. project fit in with the rest of the institution?
(do you have an organization chart?)

Which department or individual is responsible for management of the
USAID funded program?

Is this a sole duty or does the department/individual also have
other responsibilities?

Does this department/individual have authority to hire, dismiss, set
salaries, etc.?

Which departm2nt or individual is responsible for credit analysis and
approva: of loan reguests?

Which department or individual is responsible for loan servicing and
customer relations?

Which department is responsible for loan collection and funds
accounting?

Which departiment is responsible for loan accounting and recording?

PRE I1 FIELD DATA Case# Page 10



VII.

NOTE :

INTERVIEWS WITH IFI LINE STAFF
Financial Policies

These questions should be asked of the individual responsible for

management of the A.1.D. funded program.

I.
2.
3.

oo

Who establishes policy Tor the IFI?

Does the 1FI have discretion to set interest rates on loans?
How is the interest rate deternined?

What are the basic loan criteria?

Maximum size Minimum size

Maximum maturity _ _ Minimum maturity

Maximum grace period

Processing fee Administrative fee

Repayment method: Monthly  Qtrly
Principal plus interest

tqual Amortization Other

Collateral amount as percent of loan

Types of rollateral required

Eligible businesses: New Industrial __
Agriculture

Retail Wholesale Service

Agri-business Other

Equity requirements (as percent of total assets)
Ownership/management of business:

Must cwners also be active in management?

Are there educational or age requirements?

Must borrowers maintain accounting records?

Are interest penalties charged on delinquent loans?

What?

Are prepayment penalties charged for payment prior to maturity?
What?
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5.
6.

Credit Policies: Loan Division Supervisor

Are credit policies for USAID funded subprojects different thar other
Toans of the institution? (NOTE: Evaiuator to probe for criteria
such as lower interest rate, lower collateral requirements, longer
maturities, staggered repayment schedules, etc.) Why?

Obtain and review copies of application forms for loans

Promissory note

Collateral documentation (simply characterize)
Please explain your policy with respect to collateral.
Review project appraisal process:

Is there a review to determine whether stated Tvan purpose
agrees with lending objectives?

b. What is the source of baseline data for loan appraisal?
Application acquisition and acceptance procedure
Application processing
Financial analysis
Technical (production) analysis
Market analysis
Management evaluation
What is the time from application acceptance to application

approval?
What is the composition of the credit committee?

What is the time from application approval to first disbursement?
From first disbursement to final disbursement?
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8.

w

Loan Servicing, Collection Policies, and Profitability

What are the legal requirements in this country for loan collection,
foreclosure, and liquidation of collateral?

Are field visits made to borrowers?
Specify period
Only when delinquent Other

Wnat happens at these field visits?
What technical oversight is there once loans are disbursed?
What resources exist for technical oversight? Is there a special
technical unit? How much staff time is allocated to technical
oversight?
Who has the responsibility for loss mitigation from defaulted loans?
Are safeguards established for collection of loan repayments?
What is the procedure for collection of delinquent loans?
How does the bank determine profitability of each loan?
- cost of funds
- risk premium
- administration
- allowance for bad debt
- profit margin
How does this compare to the bank’s other activities?

Please describe the branch network of this bank.
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IX. INTERVIEW WITH MANAGEMENT OF THE IFI

0.
1.

11.

12.

13.

14.

15.

16.
17.
18.

Please describe your bank’s lending facilities available to SMSE’s.

Why did you choose to obtain a loan through A.1.D.?
Was your institution involved in the desigin of this PRE project?

Is this program profitable for the bank? If not, why not.
Would you do it again?

Do you believe the USAID funded project is meeting its initial goals?
Why or why not?

Have there been any new mechanisms developed to finance SMSE’s
recently? What?

Have loans been made available to special groups such as women-owned
enterprises or rural businesses?

Has the operation of the project funded by USAID substantially
changed from the initial expectations? In what ways?

Has the operation of the project resulted in any change to the way the
entire organization is operating? In what ways?

What impediments do you see in making this project more successful?

What changes, if any, would you like to make in the project to enable
you to meet its goals? How would such changes operate? How would
those changes enable the project to meet its goals?

Have funding levels for activities targeted in the A.1.D./IFI
agreement increased?

Have the PRE funds used in this project been complemented by any
other source, such as another bilateral aid program or your

government?

Has any other financial institution in the country begun to fund
similar subprojects since you started this project? Are they, in
your opinion, successful? Are you able to meet the competition from

these institutions?

Have you made any administrative or policy changes in the project
since it started?

What innovative approaches have you taken in this project to adapt to
problems caused by government regulations and changing economic

conditions?

How is credit usually provided to PRE project borrowers?
Please describe the lending program for small businesses.

Would this group of borrowers have obtained loans if loans from the
PRE-assisted project had not been available?
What is the range of credit delivery mechanisms offered by your bank?

In what ways does the PRE project differ from your usual credit
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operations?

19. Has there been any significant change in your institution’s capacity
to identify suitable loans in the SMSE sector since the start of this
project?

20.  Has there been any significant change in your institution’s capacity
te process and mcnitor viable loans since the project started?

21. Has there been any significant change in your institution’s ability
to recover loans in the SMSE sector?

22. Will you continue this type of lending after termination of PRE
assistance?

23. How many staff members are involved in the PRE project? What levels
of personnel?

24. Do you feel your loan officers are adequately qualified to administer
SHSE Toans? Could training help them?

Personnel

1. Staff size of PRE supported project.

2. Skill level of PRE project staff.

3. Skill level of general staff loan officers.
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X. SUBBORROWER INTERVIEWS

Collection and analysis of quantitative data on subprojects are Tlabor
intensive and time consuming activities. The time available to the
evaluation team will dictate the extent to which such activity will occur.
In general, an evaluator can interview 3 to 4 small and micro scale firms,
or 2 to 3 medium scale firms in one day. Since many firms do not have
telephenes, it will be difficult to make prior appointments and visits will
have to be made without knowing if the owner or manager will be present.
The number to be evaluated will be determined by the time available to the
evaluation team. To insure reasonable representatijon, consideration would
be given in the selection process to the following:

Loan Size: Both large loans and small loans

Industry: To the extent possible, the firms selected should be
representative of the industries financed.

Location: To the extent possible, both urban and rural firms.

Loan Type: Loans for working capital, for equipment, and for permanent
assets (as epplicable).

Maturity: Snort term, medium term and long term loans.
Loan Status: Both current and past due accounts.
Credit History: New and old borrowers from this bank.

Asset Value of Business: Large and small.

GENERAL INFORMATION

Through interviews with the sub-borrowers, obtain the following
information:

- description of business, what production processes it uses, new
technologies.

- background information on the owner(s)/manager(s), such as
experience, education, etc.

- credit experience: has it been good or bad, from whom, why this
IFI was chosen? Who else could you borrow from? Have they
invested their own money in this business?

- what other features af the program were attractive?
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Before loan At present

Production:

Units Produced

Annual Sales
Assets:

Total Assets

What kind of recent purchases have you made?
Personnel:

Numbeyr of Employees

Payroll

How many are women?
- if this is a new business, what was the owner doing before this?

- has the owner invested in other businesses? Has his/her family
been in business?

- does the owner have any other loans? from what sources?
- what were the loan proceeds used for?

- who are your competitors? are they larger or smaller than you?
has competition increased since obtaining the loan?

- who are your customers? are they local, regional, national,
international (%'s)? how do you market your product(s)?

- in general, how do you feel your firm is doing?
- what are the higgest problems your company faces?
- are you having difficulty repaying the loan?
- how has their loan helped you?

- do you have any other comments?
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INTERVIEWS WITH OTHER INSTITUTIONS INVOLVED 1IN INNOVATIVE SMSE
LENDING

Note: Conduct an unstructured interview with representatives of
other institutions involved in innovative SMSE loan programs.



