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ABSTRACT

The debt solution program of the Thai government has dealt with transferring informal
debts of debtors to formal financial systems in six state-run banks. The Small and Medium
Enterprise Development Bank (SME Bank) is one of them but confined to the cases of small and
medium business enterprises. Consequently, the present already aimed to get an insight into the
debt status of those small and medium business enterprises that entered such debt restricting
program and perform the analysis on factors affecting the loan approval for debt solution. At was
confined to the case of SME Bank of Thailand, Region 1, where 102 applicants that got loan
approval and 200 applicants that failed to get loan approval were the source of data and
information. The analysis was based on descriptive statistics including frequency, percentage, and
arithmetic mean.

In the broader context, at the time of this study there were 1.18 million persons and
businesses nationwide that registered to join this program with the total 112.95 billion baht
informal debts. Only 46.3% of those registered were successful in reaching compromise with the

informal lenders, solving a total 58.43 billion baht debt program. Among those registered in the



nationwide debt solution program, 760 debtors were successful in debt refinancing settlement
with SME Bank region 1. Among these 760 debtors, 102 persons got loan approval, 517 persons
did not get loans, and 141 cases were under the review for approval process.

To get borrowing from SME Bank under this program, the informal debtors have to meet
the following five requirements: the informal borrowing was used only for business purposes, the
loan principle not exceeding 200,000 baht, the business operator gets at least 30% of his net
income after deduction of all debt burdens as disposable income, availability of at least one
guarantor who has income no less than 10% of the loan size, and the business operator has no
loan repayment default history.

Most of the 102 SME Bank loan receivers were single owner-operators in production
sector namely producing souvenir items and clothes and in wholesaling-retailing sector had run
the business for 4 years on the average, employed three workers, and earned 115,213 baht
monthly net income on the average. Before joining the debt restructuring program, they also had
formal debts mostly with specialized government-owned banks borrowing 55,529 baht per
enterprise on the average while borrowing informally 100,398 baht generally from local creditors.
Those who passed all the credit criteria were granted the loan from SME Bank region 1 at the
averagely 90,088 baht size with 6 year-repayment period, at 1,608 baht on the average monthly
installment.

Those 200 debtors who did not get loans from SME Bank region 1 were characterized as
single owner-operator in wholesaling-retailing sector and production sector, having been in
business on the average for 3 years, employing 4 workers, with averagely 95,990 baht net
monthly income. Before registration with the debt solution program, they had formal debts
generally with non-bank financers in the form of credit card payment due averagely 15,072 baht
per person while borrowing informally 99,436 baht from local creditors. The main reason for their
failure to get loan approval from SME Bank was the fact that they borrowed from informal
sources for consumption rather than business purposes. The next two constrains were guarantor
failing to have the required qualification, and the business operator having no loan repayment

ability.



