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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 objective 
of this
evaluation effort ir 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
 r,ultiple study design each the
case in which of nine projects is
treated as an independent case. Standardized data collection guides
were used in all 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 (IFI), 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 investment
PRE Officers;
(2) review of relevant experiences of other similar projects in the
 country; (3) site 
 visits to approximately one-third of subborrowers, 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 established a $2.35 million guarantee facility for the Thai
Bank. The guarantee facility covered 50 percent of the credit 

Danu 
riskof Thai Danu Bank's five-year term loans to SMSEs outside of theBangkok 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, local 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 lending to 
SMSEs outside of
Bangkok, and at 
directly providing 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. All loan 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 
assets. The average

borrower had about $97,000 in net assets. of the subfixed All 




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 increases
in production and employment outside of Bangkok. 
 Iwo areas where
production increases 
were particularly large 
were in agricultural
produce (such as chicken, pork, fresh-water fish, and oranges),
in traditional 
Thai handicrafts. Approximately 
and
 

one-third of the
loans 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
otherwise would not have made. 
 Approximately onp-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 longer 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 to
lend SMSEs. 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 
model that has been incorporated
into the design of the Small industries Guarantee Facility. a larger
USAID/Thailand financed guarantee scheme.
 



Recommendations and Desiqn Implications
 

The guarantee mechanism can be very effective as a tool to induceIFIs to lend to target businesses. The costs of lending to thetarget 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

likelihood that the institution will be to 

the
 
able administer


project efficiently, the
 
and bear the additional costs of undertaking a
 

new Lype of lending.
 

In addition, using 
the IFI's usual organization and procedures can
minimize administrative costs the
to 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 portfolios, 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 demnnstrating 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 oil, 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
 

last 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. Dui'ing 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
 

'984 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
 

1
 



$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. In 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 !olicy measures and
 

relaxed numerous rules and regulations. The measures included the
 

reduction of tax 
rates, public utility charges, domestic oil 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,
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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 w ile 
 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 milion), net foreign borrowing was in fact
 

negative at 
 B-2.4 Billion ($93,276,331), and the overall 
 fiscal
 

deficit was reduced from B31.8 
billion ($1.2 billion) to B13.4
 

billion ($521 million), a reduction of 58 
percent. These fiscal
 

accoc.plishments, 
however, were partly due to the recession of mid

1984 to mid-1986 which the government hoped to overcome by the
 

implementation of monetary and fiscal 
policy measures. The Central
 

Bank expects an ecunemic 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 affect
that 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 manufacturng 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,
 

I Thai Danu Bank Guarantee Facility Investment Proposal;
USAID, Bureau for Private Enterprise, Office of Investments, July

1985.
 

3
 



are located outside of the Bangkok metropolitan area, primarily in
 

the North and Northeast regions of the country.2 Largely as a
 

consequence, underemployment 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 ,s 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. One 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 small- and medium-sized enterprises outside Bangkok.
 

2 Thai Danu Bank Guarantee Facility Investment Proposal, p
 
cit., p. 9.
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II. 	BANKING AND FINANCE
 

A. 	 Institutional 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 Industrial 

Finance Office. 

The 	 Thai financial system is in an advanced 
 stage of
 

development. It operates in open-economy environment with market
an 


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.
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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
 

by accepting demand, savings and
 

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 

time deposits and through borrowing. At 
the end of 1986, total
 

deposits (non-government) of 
the commercial bank- 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
 

financial 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 several 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
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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 liquidity 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 

loans to farmers and small-scale industries. The remaining 6 percent 

of the 20 is required to be credit to agroindustries. If a bank 

fails to 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
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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 in
 

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, or 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
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higher level than that of commercial banks, and most are granted
 

permission to undertake a "securities business" and provide
 

investment advisory services. 
At the end of 1986 the total assets of
 

finance companies amounted to B137 billion ($5.2 billion), 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. All 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
 

traditional 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, commercial banks, and the Ministry of
 

Finance. The principal objective of the SIGF is 
to provide financial
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and technical assistance to small industrial enterprises at
 

relatively low interest rates. SIGF screens and approves loans while
 

Krung Thai Bank undertakes lending operations and assumes a portion
 

of the credit risk.
 

Currently JFCT is plagued with problems like 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 instititions 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, 16 percent by the Bank of Thailand, 12 percent through foreign
 

borrowing 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 snall enterprises.
 

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

B. Interest 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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sets 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 banking 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 (1year) 9.5
 

Actual rate for Time Deposits (Iyear) 7.25
 

Actual rate for Savings Deposits (passbook) 5.5
 

Yield on Government Bonds 
(5yr.) 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 down
rates 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
 

phenomenon, 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 liquidity, there temains 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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III. 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 leader 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 loan 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
 

commercial 
 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
 
liquidity, and compared to direct 
 loans, 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
 

innovaitive in its approach to SMSE lending.
 

PRE officials involved in early of the
stages 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 wiuld entail. 
 At the national level there
 
were no regulatory or institutional constraints that threatened the
 

operation of the project. 
 There was no central bank involvement, for
 

example, because of virtual
the 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 borrowers with
rural limited
 

fixed assets.
 

The A.I.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 50 percent of the
cover 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, that there is
in the event a loan default in Thai Danu
 

Bank's 
guaranteed portfolio, Thai Danu can shed 50 percent of the
 

principal loss to A.I.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 loan was deposited in a collateral account in
 

the Rainier Bank, (called the Depository or Issuing Bank) on behalf
 

of Thai Danu. This collateral account is blocked so that Thai Danu
 

Bank cannot get direct access to the PRE loan. The collateral
 

account pays interest to A.I.D. equal to about 2 percent above the
 

U.S. Treasury Bill rate.
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Thai Danu Bank makes direct loans to businesses that 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 loans onto one list, 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.I.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 lists the subloans to be covered by the L/C. 

Provided all conditions are met, 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 in
 

$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. Wheni making a claim, Thai Danu Bank
 

must certify that it has pursued reasonable and diligent collection
 

activities against the defaulting sub-borrow2r. 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 loan 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
 

difficult to determine whether a client was suitable or not. 
 All
 

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.I.D. was signed by Thai Danu Bank
 

in December 1985. The following five disbursements were made:
 

Amount Date
 

$500,000 4 ?ebruary 1986
 

$500,000 7 May 1986
 

$500,000 21 January 1987
 

$500,000 22 May 1987
 

$350___0 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 to 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 little 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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(1) To provide training to improve staff capacity in dealing with

smaller-scale rural enterprises (SSEs);
 

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

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

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

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

July 31, 1987 the 
jrant 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 EQuinment 
 $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 I branch manager
& Quality Control Centers 
 Taiwan manager

Study Visit
 

3. Advanced Credit Seminar 
 Philippine Manager, Credit
 
Analysis & Info.
 
Division
 

4. Corporate Lending Strategy 
 Bangkok Unit Head, Head

Program 
 Office Credit
 

5. Study Visit on Technology & Australia 
 2d Vice Pres.

Productivity Improvement for 
 I branch mgr.

Agro-Industrial Enterprises
 

6. Financing ASEAN Agriculture Malaysia 
 2nd Vice.Pres.,

in the 1990s 
 Credit
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II. IN-HOUSE TRAINING
 

I. 	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 officers
 

37 executives and
 
managers
 

14 executives
 

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

170 	participants
 
as above
 

45 spnior 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.
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IV. IFI ORGANIZATION AND OPERATIONS
 

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 Baok 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
 

loan 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 equity. bank
on The 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 isl managed 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 ov'r eighteen years of 
experience. Most daily
 

operations of the project, including preparation of credit analyses and
 

loan 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:
 

Manacqement 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.I.D. project is managed by this division)
 

Junior Clerks (3) Branch Managers

(Carry our routine (Promote the project


project administration) and service customers)
 

This organizational arrangement - integrating the guaranteed SMSE 

loan 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 Vice 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-guaranteed 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 lending 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 projected financial statements or just short written
 

assessments of 
3 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 completeiess 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
 

quality and amount of collateral, an assessment of client character, in
 

some 
cases a detailed analysis of projected financial performance, but
 

in all cases some gross and net income figures.
 

Applications and appraisals are then sent the Senior
to 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 borrowers
to 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 BIO0,O00
 

($3,887), and 
the 2nd Vice President has authority to approve amounts
 

up to B200,O00 ($7,773).
 

After approval, guarantee project loans are administered just 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 Bank 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 guarantee
the 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 located in 
the credit
 

department, and appears to have been effective because this arrangement
 

integrated the agriculturL'l specialist directly into routine credit
 

operations. Day to day involvement in credit operations ensured that
 

loan 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
 

less 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 appraise 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 part 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
 

.ansion program. In effect, the guarantee lowered the risk of
 

lending to small businesses, which in turn encouraged Thai Danu to lend
 

at slightly lower 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
 

guidelines for guaranteed 
as for non-guaranteed loans, with the
 

exception that guaranteed loans are offered 
at about I to 2 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 level 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 
Bank 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 loan 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 a 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 faciliLy, 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 loan 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-l 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.
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Thai 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) loans 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 nortfolio 
as a whole.
 

Interviews with each of these sub-borrowers were guided by a
 

standard questionnaire that teaii 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 Rorrower Profiles
 

presented in Chapter VII below.
 

The loans 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 loans were to
 

businesses that directly produce or process 
goods, while only 30
 

percent were to service industries. Two areas in which production
 

increases resulting from the 
loans were particularly large were in
 

29
 



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.
 

All of the 22 businesses visited (except for one whose loan had
 

just been approved) had used the Icans 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 visited were new starts; according 
 to bank credit
 

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

The study noted in all where had
team that cases loans 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 land 
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.I.D. for each inh 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. All 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 

areas.
 

31
 



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

$ AtIOUNT NUMBER PERCENT OF TOTAL $ AMOUNT
 
RURAL $1,021,444. 12 (57%) 54%
 
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 average for
 

all sub-borrowers as of June 1987 was $96,750. 
 All 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. Tongchai
 

Kongkalai; Mr. Vichai Thanalongkorn; Mr. Yongyudh Parinyawat; Mr.
 

Teerasak Maeteeaugkalakul; and Mr. Pitichai Daenpuhrtthum. American
 

equipment or livestock 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 thdt 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 businesses women held
 

positions of substantial importance, either as financial manager 
or
 

production manager of the business. 
 Examples are:
 

[he loan to Yongyudh Parinyawat 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
 

loan is booked in the husband's name.
 

The Northern Siam Seedlac Company is a firm 
 in which
 

responsibilities are divided between mother and son. The
 

mother is responsible for purchasing, and the son is in
 

charge of marketing.
 

The manager arid 
part owner of Chiang Mai Banyep Company is a
 

young woman; her mother also owns 
a 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 project they were hesitant to start lending to SMSEs,
 

the 	target group of borrowers. Bank stafi 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 involvement 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 loans were experimental and that the credit officers felt that
 

they were learning about SMSE lending from their loans to customers
 

with good 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 
End 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. Fin ally,
 

the project channeled business to branches during 
a time when tile bank
 

was 
anxious to expand its branch operations. In addition, durinq this
 

period of excess liquidity, the guarantee mechanism allowed the bank to
 

lend in rural areas without further increasing liquidity.
 

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 loan
 

portfolio guaranteed 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 loan principal, the bank took great care to make sound loans.
 

branch expansion strategy.
 

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 

From a national economic perspective, use of a guarantee rather than a
 

direct loan was an appropriate 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 new
no 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
 

later receive unguaranteed credits, and the bank's staff now has
 

significant experience in working with smaller enterprises. During the
 

PRE guarantee proJect, 
Thai %anu Bank has expanded 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 their
if, given 


experience, they would change the project in any way, they said they
 

would like 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 was than had
project more they 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 bank was
the 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 loan, many businesses find 
themselves
 

unable to expand because they CdrlnoL 
 obtain commercial credit. One
 
assumption underlying the Dani
Thai 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 
in 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 twenty-one
of 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 Development 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.I.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 and
programs, 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.I.D.
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training program.
 

According to the Personnel Department staff only two of the
 

external training programs financed 
by the grant had sections that
 

dealt specifically small-scale
with 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 is 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 the
that training grant also created
 

visibility for the guarantee 
 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 not involved
was directly 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 guarantee
the mechanism a useful
 

tool for SME development, evidenced the
as by IFCT guarantee
 

facilities now in operation. 
 USAID/Thailand's buy-in the
to IFCT
 

program through Small
the Industries Guarantee Furd is further
 

indication of the perceivA 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
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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 looked at in designing the Rur~l 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 Fund (SIGF).
Guarantee 
 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 3angkok 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 reduction of collateral 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 high liquidity situation in
 

Thai 
financial markets and the successful example of how the guarantee
 

mechanism leveraged $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 the
transfer guarantee
 

model into that could
a tool be adopted by the Mission, which now
 

considers this model to be a very 
appropriate SME 
finance mechanism
 

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 by 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
 

linkages 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 of 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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VII. 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 uniquetheir 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 least 
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 (and his
own 


family's) investments 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 stock was
original purchased 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 half
one 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 His
feed. long
 

range plans include the possible installation of egg drying operations
 

and export marketing through a relative in the egg export business.
 

Mr. Vimol indicated that he approachEd 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 a capable and
as ambitious borrower
 

who uses local technical extension services the extent.
to fullest 


Despite some proble-is 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 ($26,770) 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 discu:sions 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 loan 

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.
 

47
 

http:49,607.26


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
 

pioduction) 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
 

little 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 both
are 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 is president 
of the Chiang Mai Tourism
 

Business Association, Vice President 
of the Chiang Mai Chamber of
 

Commerce, and has been elected to 
a position in local government. His
 

hotel venture is a further step 
in his tourism business, begun eight
 

years ago. His wife also has years
10 of experience managing the
 

Chiang Mai branch 
of World Travel Service which is located in one 
of
 

local 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 a customer of Thai Danu as 
soon as they
 

established a branch 
in Chiang Mai, feeling that he would receive
 

better service from a smaller bank. He learned from a seminar
 

conducted by Thai Danu of 
the existence of the PRE-supported loan
 

program. While major
his 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 low
 

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
 

for 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. When completed the 
hotel will have 67 rooms, a
 

restaurant, a meeting room and small 
swimming pool. An estimated 100
 

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 substantially 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, and 

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,O00 Overdraft
 

Mr. Sanya, 28, is a graduate of the University of Thailand where
 

he majored in the study of ceramics. He opened hib 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 found
 

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 Bangkok as 

collateral for the couple's working capital loan. At the same 
time,
 

they learned 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
 

business, 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 lines. 
 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,O00 Overdraft
 

Mr. Kriangkrai welcomes us in;o his living room office.
cun 


Sitting on the floor are his pri-teeiiage son and two friends playing a
 

video game. A sweet-sour scent p2rmeates the surroundings.
 

Kriangkrai, 48 years cld and with education or-y 
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 ii 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
 

expansions 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, after 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 garlic, and in sweetening and drying of an
 

apricot-like fruit called "tau". Although he processes ten varieties
 

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 uses his Thai Danu overdraft mostly for the
 

purchase of his seasonal raw products. These purchases in large
 

quantities at various tiies of 
the year erable 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 more 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 which 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 competitors 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 of
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them suggesting 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 lie 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 loan
 

obligations 
but considers taxes the biggest disincentive to further
 

expansion.
 

Clay pots used to 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 large-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 long 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 lacquer pujint.
 

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 one
for year. Management
 

responsibilities are divided between the mother, Somchit 
Satchachai,
 

69, who is responsible for raw materials purchases, 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 low prices at the end of the previous production cycle.
 

The 
factory 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 resioents of the area, 
"krang" production
 

has decreased siqnificantly 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 cosigneo both
by his sister and brother-in-law, 


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.
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Mrs. Somchit with seedlac
 
processing nachine
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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 processing 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 clay.
 

His business has developed rapidly, even though he 3
has 


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 Lhips 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 has invested all of his profits back into the
 

company. After starting with a B100,O00 ($3,887) loan from Bangkok
 

Bank and B1 million ($38,865) of his own funds he quickly reached 
a
 

production sales leve 
 ,f around B200,O00 ($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) loan from Thai Danu. 
 The loan 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 

?quipment and constructing a second set of mixing cisterns and canals. 
,he new was andequipment in place 
 needed only the connection of
 

electrical 
lines 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 currently employs 5 women. He
 

cApects his profits to grow at 
least 50 percent and is already plowing
 

them bick iito 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 eventually 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 operatior. in a few days. With one 

month's grace period rem-aining before he has to begin payments on his 

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

Danu Bank. - . , , , 

I.. - . 
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1. Clay mixing and pressing equipment
 

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 caught locally only
 

during a two month period after the 
monsoon season. Fraphan 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 production and this formed the basis for his
 

expansion into i veral Dther 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 ano open a retail facility.
 

He found a prime corner location in Chiang Mai's largest market
 

building and set up a food store. 
His long 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 next 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, the
at 


same time, move into higher value 
and higher return products. He
 

needed a loan to 
secure the second stall 
on a long term basis. He had
 

found the overdraft arrangement bothersome because its
of 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
 

offir 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 8 persons,
to 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 will 
probably invest in 
a
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larger 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.
 

",-J' =~1 
'* 

IT, 

One of Mr. Praphan's two stores in
 
Chiang Mai's largest market
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Chiang Mai Banyen Co., Ltd.
 
Retail and Export
 

Chiang Mai
 
Loan $75,987 Overdraft $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 siows us through a seemingly endless maze of 

traditional Thai buildings which, if they are not cramned with row 

upun row of wood-carved antique reproductions awaiting finishing by 

the company's crew of sanders and painters, contain scattered samples
 

of antique 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
 

business 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 of Thai
promotion products.
 

They received orders 
for about 100 different cdtegories 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 irn 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 to
ago 8 million ($310,921) last year.
 

Boonyaluk says she no
that expects 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 competition from other countries in the region in 

other product lines, including furniture. 

Although 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
 

70
 



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, like 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
 

as 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 
just finished production of a major order from
 

France, she explains, and 
shows us into a second-story room where we
 

see row row
upon of carved-wood monkey figures, lacquered 
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 fnrce of between 
15 and 20; this increases
 

when orders come in. Her permanent 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 land 
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 
looks lile 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 sanded.
 

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 OD: $113,981.76
 

Until Fresh Meat Processing 
 Company (FMC) began operating
 

virtually all fresh 
pork in Thailand was processed by traditional
 

butchers. 
 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 local
a university as a technical
 

consultant, and up
drew 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.I.D. guarantee
 

facility.
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FMC constructed the plant according to 
their consultant's design,
 

using chilling facilities and hygienic cutting and handling equipment
 

throughout the process. The plant 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 locally 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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FMC's facilities, and staff
 

76
 



Sombat Sukklinhoum
 
Fish Processing and Coconut Trading
 

Nakorn Rachasima
 
Loan $46,189.38 OD $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 large 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
 

Bank because he had heard about the favorable terms available under the
 

"A.I.D. Program." 
 Mr. Sombat was granted a $46,198 loan to purchase
 

the land; this was against collateral valued at 200 percenL of the
 

loan. 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 like to build a
 

dormitory fur 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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Preserving Fish by boiling it in baskets
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Mrs. Jintana & Mr. Vichai Thanalongkorn
 
Tangerine Farm
 

Pathumtani
 
OD $197,455.74
 

Mr. Vichai owns and manages a very profitable underwear fa.
 

just outside of Bangkok. Several years ago Mr. Vichai's father bought
 

a 20 acre tangerine grove with 
a house 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 dirL-ted the planting of 12,000 tangerine
 

trees. Before the new 
farm began commercial production, 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 needed
 

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
 

production. Mr. Kamhang, Thai Danu's agriculture specialist, looked 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
 

pirtable 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 z 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 kilograrn. per tree, 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. OD $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.
 

All 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 level relative
 

to their capacity they began looking for ways to both increase capacity
 

and to meet the rising local competition. 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 B1.5 million ($39,093)
 

loan for construction of the new facility, and 
an overdraft 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
 

land and building which they offered as collateral; this is much less
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collateral than Thai Danu Bank is usually willing to accept.
 

At 
around this time the consultant, who had become very friendly
 

with the family, also offered to design the entire new rice mill and to
 

.include in it the design for a liquid rice flour process. Liquid rice
 

flour is used as an ingredient in sweets; this 
liquid flour process
 

plans, were
 

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 which 

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. To complete the new
 

plant the 
family asked for a B3.5 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 
assemble and install the equipment. As seems common in
 

small-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 loan 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).
 

ZF 

, - - -

The new mill prior to equipment installation
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Mr. Tongchai Kongkalai
 
Chicken and Fish Farm
 

Nakorn Nayok
 
Loan $ 117,279, OD $ 19,547
 

After working with Charoen Phokapan Company (CP), Thailand's
 

largest 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 operated
 

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 asked for a 63.5
 

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 aird 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
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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 look
 

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
 

locally 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 yearly. 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 tat 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 ,p 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 B506,000
 

($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 fed, chemicals, and labor expenses. 
 Gross profits are
 

reasonably expected to be B4,200,000 ($164,190) by 
the end of the
 

second year. Given Mr. Tongchai's Knoiledge 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 iinded a successful farm.
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1. The inside of a chicken house, with
 
thatched roof ard 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. and 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 in 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 hL:'...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 faciory, although they produce traditional Chinese
 

styles of sausages, uses cisings 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 Dzru Bank branch manager to see if they
 

needed a loan. 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 loan agreement for $15,196.46 to purchase the land needed
 

for expansion. Collateral pleoged was land worth $23,450, or just over
 

150 percent of the loan value. Arrangements for funds to construct the
 

new factory dnd 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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Parinyawat Sausage Store
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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 loan
 

illustrates 
the tremendous potential and limitations of small-scale
 

agricultural lending.
 

Mr. Klinsuntia works as a government janitor at the local
 

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 provincial capital Nakorn
 

Rachasima.
 

When the local 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 land
 

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 -ent on the land.
 

The branch manager had made several loans under the A.I.D.
 

program and saw this as an opportunity to "experiment by making such a
 

small agricultural loan." A $1,519 loan 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 yeJ)' most of this is a
 

type of broccoli that is used in local 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
 

and harvest, and they gcet 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
 

from their small farming operations, they are unpredictable in faking
 

payments and the manager must make frequent visits to keep them
 

current.
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Mr. Pitichai Daenpuhrtthum
 
Biscuit Factory
 
Samutsakorn
 

Overdraft $117,279.12
 

Mr. Pitichai and his wife ran small, dark and cramped biscuita 

making factory on the edge of a large town. 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 Tiha, Danu Bank of $390,930; their 

b,isiness 4as doing very well, and they were unable to keep up with 

demand for their prnducts.
 

They hired a Malaysian consultant to design a new plant so that 

they could drastically expand proddction. 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 facility 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 Gf the building
 

is complete and the main are As
ovens in place. 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 new factory, built with proceeds
 

of the guaranteed loan.
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Mrs. Vipa Leungnaramitchai
 
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 lease 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
 

conglomevdte Ch3roen 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 lower 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 $113,981.76. 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
 

$639,210 before interest expenses and taxes.
 

- "- -~.,-.-~. I 

Harvesting Frechwater Catfish
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A newly dug pond built on land purchased
 
with funds from a guaranteed loan.
 

A A 

-CO 

Weighing and packing catfish to be
 
sent to market.
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Mr. Bunchoub Jearphunpong
 
Hotel
 

Nakorn Rachasima
 
Loan $31,274.43
 

Mr. Bunchoub owns and operates several prosperous small
 

businesses in the area of the provincial captal, Nakcrn Rachasima.
 

He runs a (2-nst,'uction 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 loan plus
 

$40,000. of his own money to renovate the warehouse into a hotel with
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24 non air conditioned (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
 
Loan $195,313.
 

Mrs. Yowvares Shinawatra's family has been producing handicrafts
 

and silk garments in the city of 'Thiang 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 ard 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 $978,231 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.I.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 I
 

GENERAL STATISTICS
 
Number of active accounts (Sept. 1, 1987) 76
 

Largest loan $386,997.

Smallest loan 
 $967.
 
Average loar, 
 $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
 
(InUS dollars)


(Portfolio includes 66 sub-borrowers with available information)
 

Economic Activity Number I Value % of Value 

Agricultural Production 17 692,437 18 
Agricultural Processing 
Whoiesale/Retail 

14 
14 

995,825 
527,629 

26 
14 

Service 
Handicrafts 

9 
8 

500,360 
849,910 

13 
22 

Mining 
Real Estate Development 

3 
1 

169,216 
57.230 

4 
2 

Total 66 3,792,607 99 
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Sub- Subproject
 
Loan Name TotalAssets Repavment Credit Foreion te'eloomentIpact Economic& SocialEffect
 
No. After Financino Principal 

repaid 

Balance 

Outstandino 

Record Etchance Esoloneant 

I Fresh Meat 

Provosino Co.. Ltd. 

1179.935.21 1l8 6.6 194.14.O 

$111.81.6 

NIL 30 Emotoyers 

(NO I 

Provide-nod oualityoroducts(pork in sealed 

plastictaos) in terms of freshness, cleanliness 
and cneaonessto the domesticconsumers,and 
provideemployeentopportunity. 

2. Mr. Pirotl 

Mrs.Somorn 

See Note 1260.37 $1,259.3 record NIL 6 [olovees 

(NO .1 

Generateentraincome to raise standard of livinq. 

3. Mrs. Vipa Leuno-

narictchal 

1392.427.24 174,4b.09 $39.51 
3 
.6o customers NIL 20 Emolonees Provide'mlonuent oportunity to the penole 

ar movirn wortforte and increase the suoy 

of ir'sh water fish for domestic consumption. 

4. chlefngil aineen. 

Co.. Ltd. 

$50q,116.54 $l0.43.38 

$53.191.96 

$65.44.76 are 1318.i6.17 125 EmDovas 

(Included* '0 

Egolove!s 

Fromote and oreserve the art of Thaihandicraft 

and its Skilledmorkers. 

and V) 

C) 

5aifahChienomai 
Laconero.re 

1169.32.83 1111.017.63 053.71.43 

118.996.;6 

ood 12.270.;4 30 Emolovw-s 

O .1 

Provideemoloomentcooortunit,for local labor and 

Proe the nomemane rolts.-'

-v 
C0 

6. Mr. Tonochai 

Kongkalaa 
S708,966.57 115,117.57 

NIL 
160.710.27 

,?;.?O 
NIL 1e Eaicinwe Provi;e*moloymentocoojrtunityand enerate income 

f37for te local peop e and increasesupplyof chicken 

meatfor cns-ocion. 

M 
./ 

0 

7. Mr. Tonqchat 

No 

1100.135.18 NIL S49.607.26 all NIL 15 Laotcv'rs 

(include- 10 Emolceres) 

Increasesuole of meat (oork) for domestic consuation. V) 

C 

a. Mrs.Jintana, 
Mr. Vicha: 
Thanaicnsokorn 

128.63.60 11. $192.455.76 are NIL S0 Emptcv.es 
'Include4 5 EmIovprs, 

Tevdon labor-intensiveorano farm and increase the 
suply of oranoes for domestic consumption. 0 

9. M'. Yonokdh 
Parinviat 

124.113.55 7.805.17 112.q9.29 11.5;3.65 :6Emlojoees Provideemploymentocportunityand income for local 
pecole. 

10. Mr. Praphan 

Suksucithamorn 

140.848.73 14.325.C7 i1l.'971.3? Crepit NiL A Enoicnfs 

lIociuae 
° 
I E ijov-ei 

Enhanceiamily income and orovide various kinds of 
cookinqinoredientsfor the consumers. 

I1. Mr. Sombt 

Sunkklinhoum 

112S.481.14 17.i2.65 

NIL 

137,176.53 

131.3".11 
recoro NIL 14 Eoirrvees 

(Incluoe- I Epioyoeel 
Provioeenoloyeentopportunityfor local preole. 

i.-

M 

12. t. Visol Founo- 

nitavatiaAt 

Ul34.2M.B9 12.1l6.;1 

NIL 

120,7:5.24 

122.S72.03 

all NIL 8 Emlio-es 

iNO +, 

Generatetinilyincome and ncreasesupply of chicken 

teat for the consumers. 

13. Northern Sias 

SeenlacCo..Ltd. 
l743.9D.E4 NIL 17.36.5 13.61133.77 5S Emolonnes 

Incluon" I Emocnet 
Develcolabor-intensine.e,irt-oeiented industry, 

aeny-ateincome for the local people. 

14. Mr. Punchoub 

jearocunoana 
17.352.J2 13.909.30 127.;65..; NIL '5 Empoyees Frovicelow-costboardinofor the local people. 

15. Mr. Theerasam 

Maeteeluonalakiul 

1176.446.44 NIL 170,IE6.; 

Creditfcc-o 

NIL ooEmolovees Freoviethe consumerat a steadv and cheap Price 

varietyot powderto be used 'or rookino. 

1b. Mr. PitlEhai 

Oaenpohrtthus 

9.16,;40.11 NIL Nl.7.1lNIL -a Emoic.e.s make available nuovlv of starlefoon ann at a ,erv 
low orie for locai consumoion. 

9
 
.es
17. Mr. Sanvaefirs. Ill.cn.)I alL I" lcit Foouoe cermic ware'enerape eaployment. 

:usorinee .awa.
-cT2-.-44 



. Lusoairiv
Whitetie. 
 17%7.9I~NI 
 10 iuoI0.res Frcsit cia, ftr ltralters,[,, oductionr. 
(ND.3
 

lour Co..LUus. Star u*aI-cs btl rrat sl .
 

20. Mr. trsanotrai Lert- 14".280.0-1 
 I 'Eo,.u 4 rtu~o et'u~~~tb~ 
 nne.t
lhumnont,-lhomNLV RI'- rcsio4es ml vttjlorpal! 
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APPENDIX III
 

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

Banks asled to boost
 
credit in rural areas
 

* Performance unsatisfactory 
THE Bank of Thailand has asked commercial banks to ex
tend more credit in rural areas as their lending performance
 
in the first half of this year had not been satisfactor-y.
 

A senor central 
bank erurce old B,i r 
ne's tl,3tthe Bank Su-
pe'irrmn and 
Exa minriton [epart-
ment depuot director 
Kietisak Meechriroen 
recently asked all com. 
mercial banks to a 
meeting to review 
lending performance 
under i nee rule duT-
ingthe first halfofthis 
year 

The ne, regulation 
states that commercial 
banks muSt extend 

,

20' of their depoits 
aq rural credits outside 
Bangkok and fiveadja, 
cent provu,ces 

Of this 14% must be 
agricultural credit ex-
tended directly to 
farmers Agricultural 
credit is defined 
farm loans and loans to 
small industries. 

The remaining 6% 
can be loans to agro-
industries 

The saurce said dur 
r'tr First rilf if 'he 

Nelir RfIbinks haid sot-
is!act-rh r0niompied 
with the lending re-
quiretnt to agTo-
industries 

But agricultural 
credit and hin, to 
small industries hag 
ben running short of 
the 14' target 

TARGET 


The department had 
asked all banks to ex-
pedte rural credit 
lending so as to meet 
the 201 target during 
the second half of the 
year. the sourc,said 

Uider the rule if . 
bank fails to meet the 
target it must deposit 
the shortfall with the 
Bank for Agriculture 
and Agricultural 
Cooperatives 

Banksgain lime 

THAI Sankera' Associa' cW bantk torolover the 
bon president Chxri BO- shortfall& tootheryeare. 
-honpanih said the Hoever. each bank 
bank Of Thilland hbo must ubit Its plans to 

to allow commer. extend more ruralcredit 
dat bics to rull over duranthe seeoadhallof 

e rual croda abort- thsayear to the cental 
alls to other yaea". bank fur conslderatlon. 

Mr Chaet, atso peta. and Frol overrelaztion 
dent of Bangkoko nk, wil be gVen Ifthe com.
saildit ase difficult nfor mercisbanklhows 
commercial banks to plans that It tried its best 
meet tie trget In lend' o meet the targeL 
n 1 of their capita For Bangkok Bank U. 
und Inrural credit sdd Itwith, @et. Mr Chat! 

to the Itr-t year that the wantedo land ore ru. 
rulewas Implemented. rat credit, evenpossbly 

He said this eplane. Idgherthan the rqulrod 
tons was acceptable £t target, as eacrieg fromthe antral bank, which this kind of credit to 
age-sedto altow eommer. higher than otherkinds. 

The source said some 
commcrculo banks 
complaiied at the 
metiting that they 
might not be able to 
riet the 201 require. 
ment because theN do 
not have enough pro
vincial branches 
"Wetold them if vou 

have a small number 
of branches it means 
you also ha e smaller 
deposiLs This means 
the amount of rural 
credit requird to be 
extended will also be 
smaller 
"We told them we 

will stick to the pre. 
sent rule," he said, 
adding that if any 
bank could not meet 
the target it only had 
to deposit the balance 
with the BAAC. 

The Bank of Thai
land wanted banks 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 
could receive deposits
from banks in cases
where there had been a 
shortfall in the lending 
requirement because 
BAAC als had an ex. 

tess liquidity problem, 
he said the central
 
bank had not yet decid. 
ed what it would do in 
mucha situation. 
uits 
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Sut-Loan SuoprojectNne Nevltzisting 

No. 

Location 8usiness Actvity Loan Amount Loan Purpose Teinr Grace Interest fotal Assets 

iefo-eFinancing 

oO Press neat,. PoesigRuralCo.. Ltr. 
C. . 

Nlu Makorn Patho/ neat Processing(Pork) LN 111,981.7600 1113.981.76 Building ofSlaughter House a Sect. 5.90,0|YaSept. 5,90 1 year
1IL 2.25Iet22 

12.25 1189,969.60|9996 

P .entr Co., Ld. 

en e o . L d 

E.histing- -Chengsaj/Urban Printing/Av tis-
ng Ousineos s[L1 

L 124,696.05 

Working Caoital 

Purchase of eQuipsaent March 5.89 NIL 199.330.81 
. 59 , . ! 

M.r. P rojj 
rs. Soaoorn 

Existing Nakorn Rachas ja/ 
Rural 

Cultivation L I l1,E19.76 u ri. See s S 
So. ,9 NIL 

tllnsuntle Fertili er 

0 

0 

Onrs.Banen 

ntsornsri 
Eaisting Ceriengas/Urban Mfg. of Furniture, 

Antique. Carving, 
etc. 

LN 175,j7.54 
O0 137,995.32 

Recair of warehouses & 
WorkinogCanital 

Sept. 

M 

5.90 
5,89NIL.09.
5L 

NIL2.00 
1.rc0
12.00 

1119,09.22 -

Hong lur7Mr.Mr. liencna/ 

ul Trecnay n 

Flistingn ?athu oIani/Rura IrPunge n e F r
Fare 

(Domestic -
03 956.9g0.;a Inves, in new fare March 5,90 NIL 

" " 

12.25 1227.953.53 

Consumptioni 

M-4rs. lioa teung-nonaraitch ungExisting =tn akrPahmFi
Pathog/ 

Rural 
arFish farm 

(Fresi water fisn) 
LakorsIf 1113,981.76 farm Expansion Sept. 5.88 NL 12.00 1255.176.58 

Chiengagi Banyen 

Co.,.Ltd. 

Existing Chienanal/Urbgn Mfg, of 

etcetc. 

Carvinj, LN 

00 

7,v 

.1153,11l..1 

ir & Croan-

r&E onsl:i of Shovrcom M7,8arch 5,88
March 5,85 

NIL 
NIL 

12.00 
12.00 

$1115,036.07 

jairan ChlenosatLac uernare 
New Chienomai/Urban I.fSierMfgrO f Silvr. 

uare. taccuerware 
LN 
0 

168.:'4o 

, 
Ccnstruction of -
BuilIJng & 

March 5.90 

Sept. 5.89 

6 sonthi 

11IL 

12.00 

12.00 

162,689.97 

Sin Hotel 

Partnership 
Nu fakorn Racnasiaa/ 

Uroan 
Hotel Busines LN 

00 
156.990.8 

3156 .83 
O0 

?ur e of 
Pura 
I 6,3 O~eBLar 

Sept. 589NI20Sept. 5.89 
Sea . 5N 

NIL 
l. 

12.00 
12.00 1157,370.82 

C40Wb. j 

2~ 2cooC 
I A 



-.- lucproJect IC
uo-

iye t 5ses LQan Aaoult Lan Purpose Tenor Grace Interest Total Assets
Lsan Name Neu/Eitsting Locatlor p 

NO. Before financing 

Ia. 

C 

nr. Vacniral 
nrs. Somoorn 
Tanatkao 

hr. TonQChal 
Xon kalai 

Eiist5no 

New 

Nkorn Rachassial 
Rural 

Napo~flNavokl 

Rural 

Trad11,gFars 

ProductS - Rice, 

Malzce etc. 

Chicken form 

fresh Uazr -
Fish fare 

0 

LN 

O 

115.197.57 

175,987.81 

$57,993.92 

Urrking Capital 

Construction of 

nennousc & 
Uorking Capital 

March 5,90 

March .901 
March 5,90 

NIL 

I months 

NIL 

12.25 

12.25 

12.25 

J9.411.I1 

116.113.74 

12 Changsilp 

Part. Ltd. 

Eisting Nakorn Racnasiaa/ 

Urban 

Dealer of 
construction -

zat trials 

00 132.717.48 Working Capital Sept. 5.87 N1. 12.75 1196,478. . . . 

13. hr. Bunlur/fMrs. 
Sanaecnan 

5opnasing 

New Chachaeongsaoi 
Rural 

Fresh Water -

Fish iars & 

farming 

INii1,547.3t Buying young -
fish I Setos 

Sept. '.88 NIL 12.75 12.617,40 . 

;L. Chiengsai 

Thaiteera 
Co..Ltd. 

Enisting Chiengsai/Rurai lining - Tin, 

Wolfram a etc. 
LN 138,01.15 

OD 176,i82.29 

Additional Invest-

tent a vorxing -
CapitLal 

March 5.10 
Sept. 5,90 

2 months 

NIL 

12.75 

12.75 

1352.021.63 

Mr. 

No 
longctai Esisting Chonourilurban Chii-en 6 Pig 

Farm 
LN 14907.26 

I.2., ' 
Buyin; Ereeoing Pigs Sept. S50 I year 12.00 180.831.11 

16. mrs. Ancnanee 

lhaiherun 

Existing SongklalRurei Fishery IN SII,51.3L noarnlzing 

Fisning trauler 

Sept. 5,59 NIL 12.50 159,02.12 

nrs. Jintaa/ 

I -. iicnal 

Thanalongkorn 

Ezisting Pdthustni/Rural Orange Fare 

(Domestic -

Ccnsucptioni 

001192.ASS.7% Improvement cl tars Miarch5,30 NIL 12.00 1146,266.36 

I. Eofanng Karn-

Kasert Part. Ltd. 

bxisting Naxorn Racnasima/ 
Rural 

Trading farm 
Products - M31Ze, 
IapIoca & etc. 

OD $26,4i3.8[ Working Capital March 5.90 NIL 12.25 139.934.57 

19. Mr. Iongcnai 
Kongkalal 

Esisting Nakorn Nayok/ 
Rural 

Chiceen farm o 119,2&5.57 W.ing Capital March 5,87 NIL 12.75 136.L3.76 

20. Mr. Anan 

Guarosanee 

New Chiengail/Urban iraoar.gFars 

Prooucts - Fruits 

LN 13,809.11 Sto& Commodities Sept. S.!9 NIL 12.75 15,003.85 

21. Mr. Porntheo 
Suvannacnaton 

Nev Chiengsai/Rural Wholesaler 
Of opt icl 

appilances 

LN 35.773.67 Sto~k Inventories Sept. 5.19 NIL 12.75 111,547.31 



Sub- Subproject
Loar, Name 
 New/Ezistlng Location 
 Type of Business
No. Loan Amount 
 Loan Purpose 
 Tenor 
 Grace 
 Interest
La ups Total Assets
eo rc neet TtlAst
 

22. 

: z z z - z z zz =z=z = Z z z 

fMr.Visit Panizt-

wattananon 

z z = Z Z z z z z z zz 

Existing Chacnaeongsao/ 

- Uroan 

Garage 00 19,622.)9 Uorkjng Capital March 5,i0 
NIL 

z z z z z z 

12.75 

• 

Before 
Financing 

z € 

119,399.51 

(1') Sr. Yongyudhr Eisting 
Par.n-'P tr.n......-Urtan 

Nakorn Rachasita! Producer of Local 

iood e.g. sausage 
LN l5,396.46 Expansion of 

Building & 

Sept. 5,90 NIL 12.25 

-4) Mr. Prapnan 
Suksupt haworn5a 

New Chiengsai/Rura Grocery LN t15,396.46 

Working Capital 

Rental Fee Sept. 5.89 
.5,9NL1.5l 

NIL 12.75 132,717.0
,7 .7 

26. 

,r. Sompat 

Roung Se F., 

Koraj Part. Ltd. 

New 

Existing 

-

Nakorn Racnasima/ 

Nakorn Racnasima/ 

Urban 

Boiled Inoo-Pocific 

MUranfackerel S iraoing 

Coconut 

Riceai!l 

LN 

00 

OD 

$dt,;.9.3B Purchase of 

1 ., Lana a Working 

Czoital 

M23.c'i4.o9 Working Capital 

Seet. 5,gO 

March 5,88 

Sept. 5,90 

NIL 

NIL 

NIL 

12.25 

12.25 

12.75 

151,963.05 

176,982.29 

G Mr. Viaol Roung-
vitayaOivat 

New Chacnaeongsao/ 
Rura3 

Chicken Farm LN 

O0 
122.!92.02 
122,!2.03 

Construction of 
hennouses S 

Working Capital 

Sept. 5,9 
Sept. 5,90 

6 aonths 

NIL 
12.0 

12.50 
276,306.75 

28. Chjengai 

Ihaiteera 

Co., Ltd. 

- Existing Chiengmai/Rural Mining - Tin, 

oWIras, & etc. 

LN i30.522.70 Additional Capital Sept. 5,90 2 months 12.75 1382.02L.63 

29. 

30. 

Mr. Saeamg/Mrs. Nueng 
Xuaprolkung 

fr. foun/rs. Ihip 

eunn 

Existing 

hew 

Naworn Racnasijai 

Urcan 

Naporn Rachasiaa/ 

Uroan 

Ricesill. Pig -
Farm 5 Lana -

Development 

Livestock 

LN 07.oSC.B 

00 ItIL.0 

LN .b30..7 

Go 13'4.1'.4 

;doitionai Invest-
cent A Uorkxng -

'Aoleal 

Pwrcnase at -

tond & Uorking-

Sept. 5,8 

Srit. 5,17 

Sept. 5,1B 

Sept. 5,17 

NIL 

NIL 

month" 

NIL 

12.50 

12.50 

12.15 

12.75 

1ll1,46.31 

13,815.3 

31. 

32. 

Pr. Preecna 

Sirirolanakul 

Tavern Ruser 

Inoustry (19821 

Co., Ltd. 

_. 

Existing 

ew 

Nakorn Racnasiaa/ 

Rurai 

Sonia/Rurai 

fraor.q For, 

Products - naize. 

lapoca & etc. 

Producer & 

C:porter of Latex 

Tora Fusperi 

00 1,.2 .SS 

LN l114.0.13 

00 133.153-' 

aorlIng Capital 

Construction of -
factory & 

Working Capital 

Sept. 5,4: 

March 5,90 

Sept. 5,90 

NIL 

6 months 

NIL 

12.50 

12.50 

12.50 

110.a82.95 

157,230.10 



NCo.OLifl Location Type of Business Loan Asount Loan Purpos: tenor :rmce Interest Total Asse I 

8etore Financing 

13. 

4. 

.V. International ne wDevelopment 
Co.,Ltd. 

or. Prasert 
E:isting

Jaiklaew Jakaebusiness 

Patnu tani/Rura 

Pathustani/Rural 

Land IHousing-
eve o pent 

Security-guardbuinso 00 

-7 .S57,230.07 

1,907.67 

Uorkjng Capital 

Working Capital 

farc 5.90 

Sept. 5,i I 

12.25 

1.011976
30 

5S11 4,80. h5 

1976 

36. 

Northern SiamSealac Co..Ltd. 

Mlr..Vorethart/ 

Ms. Boonleing 

faneesuuan 

new 

Existing 

Luipang/Urban 

Nakorn Racnasiaa/ 

Rural 

Producer I
Exporter of Seealac 

Chicken Farm 

CD 376.306.75 

00 2151.92 

Working Capital 

Working.Caoitzil 

Sept. 5.8 

larcn 5.90 

NIL 

NIL 

12.25 

15.00 

3362.157.08 

37. Mr. Vorathart/ 

l s . d o o n l e i n g 

Raneesuwan 

Eeist1'19 Nakorn Racnasimal 

R u r al 

Chicken Farm D 12,139.92 Working Capital Sept. 5.,0L N I L i 3 .00 1 8 9 . & 

18. Irs Char. 

Polpongrit 

Mr. du.1cnuO 

Jeertrunong 

new 

new 

Nakorn Rach3sjza/ 

Urtan 

nako-n Racnasiaa/ 

Rural 

Fish farm 

Garoening 

Hotel 8usine.s 

LN 

LN 

13.909.AI 

131.214.41 

Constructing Fish Pond, 

Buy!ng Flower Seecs a 

Inecticide 
Ccnstruction of Hotel 

March 5,_9 

Sept. 5.91 

NIL. 

NIL 

13.00 

12.50 

17,818.61 

126.707.36 

t0. Mr. Boonyong/ 

Mrs. Nonglun 
fewapanon. 

new Chiengmai/Jrban Small Restaurant LN 13,909.30 Interior Decoration Sept. 5,13 NIL 12.75 181.166.93 

il. i,.Pongsarn! 

rs. Sfoilt 
lirtratz-napol 

new Nakorn Rachasima/ 

Uroan 

Seiling Construction -

ater als. 

Auto-Spare-Part I etc. 

IN 297,732.oO Rental Fee Sept. 5,91 NIL 12.50 
1175 91 .69 

M2.Or. Sa-la Chienkiang 

M3.Or. Somroul wongaram/ 

Miss Duanwae 

Rottaoai 

Existing 

Existing 

Pathumtane/Rurai 

Nakorn R~chasima/ 

Urban 

Grocery Stcre 

Kindergarten 

00 

0 

13,909.30 

12,35.53 

Uorking Capital 

orging Capital 

March 5,91 

March 5.90 

NIL 

NIL 

13.00 

13.00 

Il6,22.61 

U.691.16 

it. Pol.igt.naj. Vicnas/ 

firs.Porranee Vanwong 

new -onnlaIRurat Gas Station lN 

GD 

158,6"9. 6 

319.Sit.52 

Censtruction at 

rAs Station A Working 

ce |tal 

March ".49 NIL 15.00 10.110.39 



9nae New/Ezisting 
 Location

ho. lype of Business 
 Loan Amount Lcan Purpose 
 tenor 
 Grace 
 Interest 
 otal
 

* : : : = : = Before Fin'iancanq1 z : :::: . - 5Z•S5 ir. Charan/rs. Suko :zExisting 
 Chiengaax/UrDan 
 Grocery Store .. . -z. .::u:19.773-26 
 Renta fee 
: :: ::: ::: :: : :: : : : : :: ::: :::
Sept. 5.91 
 12.751
Khuacnang 

NIL 5.
 

nr. fheerasak 
 Existing 
 hakorn Rachasiaa/ Flour Miil 00 S7,8!8.61 Iorning Capital 
aetceaugkal4kul Urban . .. 

Sept. 
5 91 NIL 13.00 143 217.36
 

Mr. Pitichat 

new 
 S5autsakorn/Rural 


Biscuit Factory
OaenpunrttOua O0 7,2.12 orking Cpital Sept 5,18 NIL
 

is. Rong Se Fax Koraj 
 Elisting 
 Nakorn Racnasiaa/ 
 Rice Mlil 
 00 i15,631.22 
 horing CapitalM
Lto..Part. 
 Urban 
 Oarch 
 50 NL 13.00 76,9 2.29
 

49. 
 ElanengCarnkasert 
 Existing 
 Nakorn Racfnasimaj F~ra
lraiong 
 LN 1272365.iS

Ltd..Part. Purchase of Building March 5,91 
 NIL
Rural 13.00 
 139,934.57
Proaucts  na:e. 


for office
 
raploca, etc.
 

nr.
r. Vacnira/ 
 Existing 
 Nakorn Racrasiaa/ 
 Traing Farm 
 00 12.136.51 
 working Capital 
 March 5.91
frs. Sonoorn 
 NIL
Rural 13.00

Proouets  lice.
 

Ihan.ikaa 
 Maize, etc.
 

Co.,Ltat.
S. ChlangsaaSanyen 
 Existing 
 C~tlenua~ihrban 
 Mfg. of Car~ing, L1 1117,279.i2 Canstruction of WarenouseSept. 5,91 
 3 months 12.25
etc. 111S.36.17 00 1273.5i.29 
 & Working Caoital 

12.25
 

(3 - ChiangmaiC Intanond
four Inton.u new ChieNgzai/Urnan 
 Guest h OU~e 

LN I117.2,79.12 Construction of 
 Sept.5,91 ..
6 months 12.50 
 1242.572.32
L N C,- I- Guesthouse
 

53. Sjrx iotel Lto.Part. neu 
 HaUcrn 
 DorMitory 
 Lkchasxsa/
LN i39.03.0& 
 Eoansion of Building 
 Sept. 5,0 
 Jil 
 13.00
Uroan II57,370.82
M 

Chinoaai) 5. Jaifaf Eisting Interior OecorationCfiengaa/Urbn Mrg. Silcer

icoeraeLacoueruare re. O 1l9,146.52 Working Capital Scot. 5,90
etC. NIL 12.25 162.689.97 

55. Mr. nong Tonal 
 Existing 
 PochuatanxlRurai 
 Orange Farts 
 l , L . 2 
 l r xn a i a 
 a c . 1 
 I 
 2 7 
 2 7 9 3 5
 
hr. 
ihiencnai

TulyaprechayanNI127 12.533
 

56. Mr. fongy j 
 Existing 
 Nakorn Racnasxza/ 
 Prooucer of Lcc
P r nyo at 9 foaF 0 £Urtan e.g. auoaIe 0 orxing capita
 NIL 1.00 1192, 55. 3 
Note: 
I. Some sub-borrowers 
oppeartwice 
 or 
sore In the 'tanaoy Lctt,-s of Creit Jue to 
many aisorseaents.
 

2. hew = New Business ; Existing z Expansion
 

* .3.Sun-oorrwer No.! fhas
no valuable 
assets before financing. 
6k .e & cs~l(Lui 

-22512.-99 

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


Sub-

Loan 


No. 


) 


2 


( 

t. 


.
 

9 


-' 4 


Suoproiect
 
Name 


fres.neat 


Processing 


Co.,Ltd. 


A.P. Graphic 


Center Co.,Ltd. 


ir.PlrojI 


frs. Soamporn 


Klinsun[ia
 

Mrs. anyeni 


hiss Boonyajak 


Aksornsri
 

Mr. ong Tung! 


Mr. xenha 


Tulyaorecnaran
 

noinitchal 


grnen1 

Co. .13,1.19 


Jaifah Chxengama 


Lacoucruare 


Sri hotel 


Partnership 


TotalAssets 


After Financing 


i27qSi9.?l 


1110,228.98 


See Note 


1165.843.47 


1322.98_13 


1169,832.8! 


1226.1W3.77 


Repayment Credit 

Principal Balance Record 

repaid Outstanding 
.3:~~..........z-2~s:s: : : :: :. 

10i,996.96 194,984.80 

1113.981.76 

i26,696.05 NIL Credit 


1260.31 11,259.39 record 


115,650.43 I60.229.6I of 

NIL 137,993.92 


NIL 156990.18 all 


139,513.ts customers 


Ihitni 


1l1,81.63 	 t53.571.43 good 


113,996.96 


119,469.01 	 17,521.17 


156,990.9 


foreign 


Exchange 


NIL 


NIL 


NIL 


1132,978.72 


NIL 


UIL 


1398.936.17 


12.279.61 


1719.58 


Oevelopment ImPACt 


Ealoyment
 

30 mpiorees 


[N o) 


t0	Eaplotees 

(NO.j 

6	Employees 


(NOx(
 

f12f5
cPiorens 


(NOvi 


30EDiOteeS 


(Included t 2 Empioyees] 


20fsplorees 


125Employees 
[InCiuoea * EmoloreesiIO 


'd	Emoloyees 


lO 


10Employees 


INO.1
 

II l IIZI Iil t1Il II I I- il •I
 

Economic I SocialEffect
 

n::zz:3tzzzsz .	 S. ......- z ... Z:: 

rovide oedoQuality products (portin sealed plastic bags) In
 
terms of frIshness, cleanliness and cheapness to the domestic
 
consumers. and Provide employment Opportunity.
 

Provide new technology inprinting forthe localcuistosers.
 

Generate extraIncome toraise standard of living.
 

Provide labor-intensive, export oriented indus;ry and generate
 
income forthe localpeople.
 

Provide employment ooortunity tothe !ocal :eople andseasonal
 
emolorment to themoving workforce.
 

Provide esploymea.
opportunity tothepeople and acving .orlforce
 
and increase thesupply offresh water fish fordomesti^
 

consumption.
 

Promote andpreserve theartof Thathandicralt and itsskilled
 
workers.
 

Provide eamlosment opportunity to,locallabor and Promote
 
theh.melade Products.
 

Provide employment opportunity forlocalPeople.
 

-7

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
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n Name 
 ital Assets Reparsen: Cledit
*u. 	 forejjn Deoeiome. ImOact
After financing Principal balance 	 Economic & Social Effect
Recora 	 -- - -Eacnange EsaOi-sent
 
repaid Outstanior
 

-:sz*:zmzzs.
10. Mr.Vacnira; 195.055.11
Mrs. "orn NIL 1,9. 	 :-zxzzz. ... ub .bz ....fLi 	 .;.. ...... ±iloe 

It Employees 	 . .
 NIL 	 Cenerate Immediate Income for tle local
rananaa 	 farmers and act as 
a wholesaler
 

(included . a Iployees) of farmProducts.
 

ir. ;cngcral 1205,96.57 115,19.57 160,790.27 NIL 
 Emplnoyees Provideongkai~i 	 employment opportunity and generate inc~mefor theNIL 157,993.9 

local aOPele and Increase supply Of chilcen seat for consumption.
 

Crangsilp 1199.186.13 
 132.717.48 
 NIL 
 Credit 
 i5Employees
Port. Ltd. 
NIL Provide employment oOortunity anl construction materials
 

INO 
 whilch contribute to the develoaent of urban and rural area.
 

13. Mr. 3unlur/nrs. 120,54i.38 
 1102.72 10.711.62 
 recora 
 NIL 3 Employees Generate familr income.
anaectian
 

5o&ehsing 	 (No
 

II. Chiengsai 1569. 0S.5 l,93L.17 133.556.ib of 
 NA
Thalteera 75 E:loyees 	 Pfcvide labor-intensive, CIPort-o-Iented mining industry and
NIL
CO.. Ltd. 	 176 981.29
 
generate 
incomefor the local oreers.
 

Cr. voncthai tl00.i33.15 
 NIL 119,607.26 
 NIL
all 	 I E.0loees Increase supply of seat lpork) to,, domestic consumption. 
o 
 (Inclu~j , tO Esiooeesl 

1I. Oirs.Ancranee 192.378.75 13,274.23


( 	
311.21.ll custoaers 


thairierun 
alL IS faplicees 	 Provide employment opportuntt to the People and increase
 

"(I0 . the quantity of seafood for consumption.
 
r . rnrana/ l21?.t83.LO NIL 1192.655.71 
 are 
 NIL 5 firloyees Develop labor-intensive orange tars and Increase the -uPply
 
M ;nicnr 


(included S Employees) of crandes 
"ir ceosestic consumption.
 

la. Eamneng garn-
 11217.020.79 
 NIL 126.543.!G 
Adszrt Part. Ltd. 

good til S (Ebloees SItcc agricultural products durig Pe.:season and at the same 
tise provide immediate 
income to c e farmers.
 

19. Mr. tonocrai 1208.166.57 119,215.57 NIL 
 NIL 

ongo ai t IsI scloyets 	 Provide etaiureent op.irtunity and generate income tor the local 

People nd increase . Opl y Of chi .en me t ft. :onsuaption. 

20. Mr. Aian 29,060.1 
 1597.25 12,951.86 
 NIL 
 7 faplorees
Guarasmnee 	 Provide Incomefor the farmers an, act as a Qnolesaler of fruits and
 
Vegetasles.
 

-131,120.09 11,6.3.73 ItJ59.9 NIL i [Jolovee Generateuannacttaton 	 familyIncome and selling 
 optical appliances
(o,
 

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


Repayment 

lS-Loan 

No. 

22. 

+•( 

!-oroj'ccName 

s=;;=_ 

Mr. VisitPanich-

.attonanon 

m.Yonjjudnli,185 

Par n o 

Mr. , at 
5un klinhoum 

26. doonKil 5r 1 

V ooun-

vitnyotiot 

he~a 
2.ieteera 

9. 

CO.. Ltd. 

rr. Saeagn/rs. Nuen 

0. Mr. Your/mrs. 

funn 

Trso 

i. fr. Preecna 

Sirrolanaul 

32. lavorn Rutter 

Industry 10821 

Co., Ltd. 

total Assets 


After Financing 


...zzz:=zz 


$79,15.53 


1125.481.L4 


ii06,520.25 


1150,299 69 


1569,iol.11 


177.G69.2 


51.15. 


M4,18222 


tiolA.l..21 


Princioal 


reaoid 

z=zz z-


NIL 


12.805.17 


.
 

17.012.&5 

NIL 


NIL 


12.116.73 


NIL 


1133.06 


NIL 


11.5..l 


NIL 


NIL 


Il5.26i.3S 

NIL 


falance 


Outstanding
 
=-;zz- ;; ; 


'9.22.79
 

112.591.29 


39.116.53 

13.39.11 


2!.2d..9 


122.2.0
.4 


12,?2. O3
0
 

13313i.t2 


1.46.0rNIL 


li,00.0: 


13,515.34 


115,261A 


"9.21 


13111 

Credit 
 Foreign 


Record 
 fzcnone 


= ..................... 


NIL 


1596
 

iIS39.65 


record 
 NIL 


of 
 Nil 

ll 
 NIL 


customers 
 NA
 

goo 
 NIL 


NIL 


11.097,214.5 

Oovelooeent laoact 


s mo pmyaent
 

;; 


2 Employees 


(No .)
 

36 Employees 


(included # I Emoloyetsi 

It Eaployes
(Includec t I EmOlcycesi 

I z:oloyees 
d(NO 


E
[mployees 


l i[No 

73 [loyees 


aoloyees 


0 Employees 


ISO ,1
 

12 Employees 

Includea t I Emploees) 

22 EAlOrees 


Ilnclued I I Emoloyees) 


[conoiic I Socil Effect 

;zzzz~~zz~zz 
 ..... 
 zz;z
zz~ ;zx;z .............
 

Increase family income.
 

Provide employment opportunity aIndincome vor t+; 
 people
 

ingredients for the 
consumers.
 

Pr~vile emoloyment opportunity for localpedole.
 

Provide immediate !ncome for the farmers, Purchase 3nd stock 
esces
rice during sear 
season.
 

Gererate family income and increase su0i of chicken seat for the
 
consumes-.
 

Provide labor-intenstoe, fiport-oriented mining industry and generate
 

Income for the local workers.
 

6enerate income 
 for the familyand provide emoloyment
 
Lopportunity
for the others.
 

Increase family income 
and supplyof beef for consumotion. 

Provide immediate Income for the airlsvs wholesalers
 
of firm products.
 

Plinting and processing of localPar& rubber into late: for etoert.
 
provid income to the local people 
m 
at the same time generate 
income for the country. 

i-9
 

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


ReOoaent
Name 

30. 

Vi......InternationalA. 
• e.12eo nS.29Development nL 

Co., Ltd.. o. Lt. 

Mr. Prasert 

Northern 4iaa 

Seedlac Co., Ltd. 

36. Mr. Vorainarl 

Mfs.auon~eirig 
anee suan 

yr. iorntrartl 

Os1.Booniejog 

Maneesuwan 

. Ors. Ctan 

Poloongrar 

Ir. 

lea 

ncnono 

Pnur.onq 

t0o Or. Bconyono: 

Mrs. fongl.x 

Oawaoavor.a 

OMr. ngsarn' 

Sir.ra tanaol 

0 r. Sa-la Chienxlng 

13. Or. Soerout Wongrcmi 

miss Ouanqkae 
Rottaodi 
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APPENDIX 5
 

DATA COLLECTION GUIDE
 

I. MACROECONOMIC CONDITIONS: 
IMF, 	IBRD, BIS, ETC. DOCUMENTS
 

1. 	 What has been the rate of change in inflation since the financing?
 

2. 	 What is the forecast for, inflation?
 

3. 	 What is the level and percent of employment? What is the forezast?
 

4. 	 What has been the rate of change in employment since financing?
 

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

6. 	 What is the breakdown of employment and GDP by sector? 

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

occurring?
 

8. What has been the changes in the currency conversion rate since 

financing? 
 Is there a black market exchange rate?
 

9. 	 What are the foreign exchange constraints on the economy?
 

10. What are the government policies regarding:
 

a. The private sector
 
b. Interest rates
 
c. Business financing
 
d. Collateralization of loans to SMSE
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II. INTERVIEWS WITH CENTRAL BANK AND GOVERNMENT OFFICIALS
 

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

2. 	What are the major trends in government policy tow'ard the country's
 
financial markets?
 

3. 	 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?
 

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

5. 	What are the trends on privatization of banking institutions?
 

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

7. 	What do you think of this project?
 

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

9. 	 Has this project affected access to credit for small businesses?
 

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

11. Are there other successful small business lending programs here?
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III. 	INTERVIEWS WITH PRE STAFF
 

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

2. 	 Why was this project undertaken?
 

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

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

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

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

7. 	 Have the loan policies oi this IFI changed at all during the PRE
 
project period?
 

8. 	 Have there been any important management changes at the IFI during the 
period from _ to ? 

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

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

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

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

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

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

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

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

17. 	 Please tell me about instances when innovative approaches have been
 
taken to solving difficulties caused by government regulations, or
 
changing circumstances.
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IV. 	INTERVIEWS WITH A.I.D. MISSION STAFF
 

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

2. 	 Does the Mission consider the project successful? Unsuccessful? If 
so, why? 

3. 	 Is the government interested in the project?
 

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

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

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

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

9. 	Has this project Stimulated any further Revolving Fund projects in
 
country?
 

10. 	 Have other host country institutions replicated the programming
 

approach taken by the A.I.D. supported IFJ?
 

11. 	 Has the Mission initiated any new private sector projects?
 

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

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

Pro~Ject Loan Information
 

1. 	Date of Application _ 2. Date of Approval 

3. 	Amount Approved: r 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 $ As of
 

9. 	 Current? Yes No If no: Amount in Arrears $
 

10. 	 Other indicators of Lhe strength and competence of the IFI:
 

Total loan arrears $
 

Reserves presently $ Last year $
 

Value of PRE project portfolio $
 

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 11 FIELD DATA 	 Case# Page 5
 



18. Did the Bureau for Private Enterprise carry out a structural analysis

of the banking sector before you made the investment decision? What
 
were the results?
 

Investment Proposal
 

1. Types of businesses to be financed?
 

2. Basic loan criteria for subborrowers:
 

Haximum size 
 Minimum size
 
Maximum maturity Minimum maturity

Intees rate 
 Coliateral
 
Minimum equity participation
 

3. Methods to acquire subprojects.
 

4. Financial: (review financial statements filed 
in support of PRE/I
 
loan)
 

5. Grant component of PRE assistance:
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VI. IFI DOCUMENTS
 

I. Name of Project Organization
 

2. Address
 

3. f'ountry
 

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: 

I. 	 Financial information on the IFI as of (date)
 

a. Total loan portfolio Amount
 
b. No. of loans
 
c. Average size loan
 
d. 	Revenues (Fiscal year ended):
 

Total
 
USAID Loan funds
 

e. Net Profit:
 
Total
 
USAID Loan funds
 

2. 	 Ratio Analysis
 

a. 	 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
 

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

Short t--m indebtedness
 

c. 	 Loan Quality: Overdue outstanding loans/
 
Gross value of loan portfolio
 

d. 	 Efficiency: Principal collected during period/
 
Principal due during period.
 
Amount of payments made
 
during period/Amount of
 
payment due during 	period.
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Financial Reports
 

1. Were funds used as required by the loan documents? Does file contain
 
documentation of the use of funds?
 

2. 	 Were training grant funds used as proposed?
 

3. 	 Loan information: As Reported As Projected 

Number of Loans
 
Amount of Loans
 
Collections
 
Delinquencies
 
Other
 

USAID 	Funded Portfolio
 

1. 


DIfference Reason
 

Loans disbursed as of (date)
 
Amount
 
No.
 
Location: Urban 
 Rural
 

2. 	 Disbursed loans that are current in payment
 
Amount
 
No.
 

3. 	 Disbursed loans that are delinquent
 

Up to 30 days: 


31-60 days: 


61-90 days: 


Over 90 days: 


Amount No. 

Amount No. 

Amount No. 

Amount No. 

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

rescheduled: 
 Amount 	 No.
 

5. 	 Disbursed 'oans that are under foreclosure and other liquidation
 

action: 
 Amount 
 No.
 

6. 	 Pending loan applications
 

Amount 
 No.
 

7. Remarks
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Subborrower Matrix 

Borrower/Loan Number 

Rural/Urban 

Size 

Sector 

Export/Import 

Assets 

Employment 

Gender 

Sales 

New Old 

Current 

Subborrower Matrix 

Borrower/Loan Number 

Rural/Urban 

Size 

Sector 

Expnrt/Import 

Assets 

Employment 

Gender 

Sales 

New Old 

Current 
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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?)
 

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

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

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

5. 	 Which department or individual is responsible for credit analysis and
 
approval of loan requests?
 

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

7. 	 Which department is responsible for loan collection and funds
 
accounting?
 

*8. Which department is responsible for loan acco'nting and recording?
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VII. 	 INTERVIEWS WITH IFI LINE STAFF
 

Financial Policies
 

NOTE: These questions should be asked of the individual responsible for
 
management of the A.I.D. funded program.
 

1. 	Who establishes policy for the IFI?
 

2. 	Does the IFI have discretion to set interest rates on loans?
 

3. 	 How is the interest rate determined?
 

4. 	What are the basic loin criteria?
 

Maximum size Minimum size
 

Maximum maturity 	 Minimum maturity
 

Maximum grace period
 

Processing fee Administrative fee
 

Repayment method: Monthly__ Qtrly
 
Principal plus interest
 

Equal Amortization Other
 

Collateral amount as percent of loan
 

Types 	of collateral required
 

Eligible businesses: New Industrial
 
Agriculture
 

Retail Wholesale Service
 

Agri-business Other
 

5. 	 Equity requirements (as percent of total assets)
 

6. 	 Ownership/management of business:
 
Must owners also be active in management?
 
Are there educational or age requirements?
 
Must borrowers maintain accounting records?
 

7. 	Are interest penalties charged on delinquent loans?
 

What?
 

8. 	 Are prepayment penalties charged for payment prior to maturity?
 
What?
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Credit Policies: Loan Division Supervisor
 

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

2. 	 Obtain and review copies of application forms for loans
 

a. 	Promissory note
 

b. 	Collateral documentation (simply characterize)
 

3. Please explain your policy with respect to collateral.
 

4. Review project appraisal process:
 

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

b. 	 What is the source of baseline data for loan appraisal?
 

c. 	 Application acquisition and acceptance procedure
 

d. 	 Application processing
 
Financial analysis
 
Technical (production) analysis
 
Market analysis
 
Management evaluation
 

e. 	 What is the time from application acceptance to application

approval?
 

5. 	 What is the composition of the credit committee?
 

6. 	What is the time from application approval to first disbursement?
 
From first disbursement to final disbursement?
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Loan Servicing, Collection Policies, and Profitability
 

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

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

What happens at these field visits?
 

3. 	 What technical oversight is there once loans are disbursed?
 

4. 	 What resources exist for technical oversight? Is there a special
 
technical unit? How much staff time is allocated to technical
 
oversight?
 

5. 	 Who has the responsibility for loss mitigation from defaulted loans?
 

6. Are safeguards established for collection of loan repayments?
 

7. What is the procedure for collection of delinquent loans?
 

8. 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?
 

9. 	 Please describe the branch network of this bank.
 



IX. INTERVIEW WITH MANAGEMENI OF THE IFI
 

0. 	 Please describe your bank's lending facilities available to SMSE's.
 

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

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

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

4. 	 Have there been any new mechanisms developed to finance SMSE's
 
recently? What?
 

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

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

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

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

9. 	 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?
 

10. 	 Have fL:ding levels for activities targeted in the A.I.D./IFI
 
agreement increased?
 

11. 	 Have the PRE funds used in this project been complemented by any

other source, such as another bilateral aid program or your
 
government?
 

12. 	 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?
 

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

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

15. 	 How is credit u-ually provided to PRE project borrowers?
 
Please describe the lending program for small businesses.
 

16. 	 Would this group of borrowers have obtained loans if loans from the
 
PRE-assisted project had not been available?
 

17. 	 What is the range of credit delivery mechanisms offered by your bank?
 

18. 	 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
 
to 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
 
SMSE loans? 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 labor
 
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
 
telephones, 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 representation, 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 
representative of the industries financed. 

should be 

Location: 

Loan Type: 

To the extent possible, both urban and rural firms. 

Loans for working capital, for equipment, and for perman

assets (as applicable). 

ent 

Maturity: Short 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 nf 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:
 

Number 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 biggest problems your company faces? 

- are you having difficulty repaying the loan? 

- how has their loan helped you?
 

- do you have any other comments?
 

PRE II FIEIn nTA Case# Page 17
 



X. 	 INTERVIEWS WITH OTHER INSTITUTIONS INVOLVED IN INNOVATIVE SMSE
 
LENDING
 

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


