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ANSTRACT

Adequate sources of fund are important to the survival of
small-scale industries, which are 20% more than the over-all
industries put together in Thailand. Therefore, they play an
important role to the local economy. Institutional sources of finance
and non-institutional scurces of finance are two main sources of fund.
To promote and develop small-scale industries, the government should
establish a special financial institution to provide all kinds of
financial assistance and to persuade other financial institutions to
participate morec in the financial aid. The research method is
principally to analyse the structure and operation results of Small
Industries Finance Office (SIF0Q) which is under the supervision of
Department of Industrial Promotion, Ministry of Industry. It is the
only state-owned finance office now. 1In compliling the research
method, the writer has to interview some of the members of the Loan
Board and other high ranking officers and to observe on the spot the
manufacturing process and business operaticn of some small factories,
also to interview t@ bankers and the officers of other financial
institutions as well as the enterpreneurs of small-scale industries.

To study this type of financial institutions in foreign countries,




research has to "“e made throuih documentarv evidences and data of
@ach country, which is essential to he compared with that of

Thailand.

At present, SIFO still follows the old requlations which
have been enforced since 1964 without improvement, i.e., to keep up
with the change of the world economic conditions. The scope of
operation is verv limited, that is, the extent of the loan can not
exceed 1 million Baht in eac individual case, the rate of interest
is 9.5% per annum, the borrowers must provide full securities as
colla terals, and such securities have also to he appraised by the
Krung Thai bank first. The loanable fund is around 200 million
Raht only which is partlv derived from the government through the
annual budget of Industrial Promotion Department and by the Krung
Thai bank. The present proportion of the contribution of the fund
between SIFO and the Krung Thai bank is 1 : 3, The SIFO's employees
are neither government cfficials nor state-enterprise officials,
though it is an important organization. Hence, there is no attractions
to induce men of high capatalities to join this institution. These
negative factors therefore make SIFO scopeless, the general borrowers
have not much faith in it, so much so that the majority of small-scale

industries in the country are not aware of the existence of SIFO.

The borrowing problem from any sources of fund is to fay a
high rate of interest and to face a flat refusal if weak collaterals.
Most financial institutions give short-term loan only but they do not
support against high risk and expenses., The practical suggestion is

the government must raise SIFO present operation to level a special




financial institution, preferahly in the form of state-enterprise.
The minimum limit for loan to each borrower should be increased to

3 million Baht and to expand its net works throughout all the
provinces and to strengthen public-relations. The useful measures
ought to be brought to use are credit guarartee program, machinery
hire-purchase, discounting bills etc. Besides, the Bank of Thailand
should play an active role, such as to provide the re-discounting
bills and re-~financing facilities for commercial banks and finance
companies in easy terms, and to reduce the legal reserve requirement

and other requlations for them to enable to give long-term loans.

The financial management problem is that the enterpreneurs
often deny the mismanagement of their assets and liabilities, so
they misallocate the scarce resources. They let the firms lack of
financial liquidityv and go hankrupt at the end. The suggestion is
the manajers must seek for the thorougn financial knowledge, to learn
to use the accounting data efficiently, they can do by getting the
training courses from outside service centers. In this matter, the
state-owned financial institution should provide experienced officers
to give comprehensive consultation services along with the loan.
Then, the development of small-scale industries will reach the
successful target and this move will eventually boost up the national

economy as a whole.
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