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ABSTRACT

In the past the Commercial Banks were the financial institutions which provided
the primary source of circulating funds for those doing business. However, the national financial
system development plan, which desired to increase regional development and to develop
and strengthen the financial system’s potential in order to underpin the future increases
in competition from the national Thai policy of opening to greater financial freedom, has led to
the approval of the opening of Lending Offices for finance companies in up-country provinces.
In 1994, Chiang Mai province received approval to open the greatest number of Lending Offices

of any other province in the country by being given permission to open totally 24 offices.

This study had four main objectives. The first objective was to investigate the
characteristics of credit distribution to the various sectors of the Chiang Mai economy by the
Lending Offices. The second objective was to study the behavior, principles, and limitations of
the Lending Offices in distributing credit to the different economic sectors of Chiang Mai.
The third objective was to understand the role of the lending offices in distributing credit to see
to what extent they had a part in supporting the government’s policy of spreading development
out into the regional economies and in supporting economic and social development in
Chiang Mai province. The final objective was to compare the credit lending operations of the

these Lending Offices with those of the Commercial Banks to see whether or not these operations



were consistent or distributed credit in the same way from the time that the Lending Offices

openedtobusiﬁessin 1995 to June 1997.

The results of data collection from the Northern Regional Branch of the Bank
of Thailand and from the surveys of the various Lending Office managers found that the
characteristic of credit distribution, for the most part, was uneven. Credit distribution was
skewed towards large customers at a ratio much larger than that of smaller customers. Credit
was distributed in larger amounts and to a greater number of customers in the Muang district than
in the surrounding districts, and focused on customers who owned established businesses.
Small customers and new business owners were not considered, because they were considered
higher risks than established businessman who had good financial histories. The distribution
of credit to the agricultural sector both in quantity and number of recipients was extremely
low, because the rate of return was low and the risk was high. The greatest priority was
given to the real-estate sector over any other business sector. Second priority was given 1o
the commerce and personal consumption sectors. When the distribution of credit by the
Lending Offices was compared to that of the Commercial Banks, it was seen that the
Commercial Banks still better distribute credit to the various sectors of the Chiang Mai
economy than do the Lending Offices, which lumped their credit distribution in only a few
economic secbrs. This shows that practices of the Lending Offices were not in line with the
government’s policy of regional development and the development of rural areas more than
cities, Therefore, the government should take a management role in the Lending Offices
in order to reiterate its policy on credit distribution to each of these offices. Specifics should
be given in the aspects of lending credit to customers in both the Muang district and surrounding
districts, the lending of credit to customers in every economic sector, and the size of credit
under consideration. This should be done in order to spread economic development into

regional arcas and to generate real benefits for Chiang Mai’s economy and development.



