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Executive Summary

In the open economy, it is known that financial system is a mechanism that
link and bring resources from savings to investment. Sound financial system will stimulate
more investment, production activity as well as employment which will bring our

economy to the sustainable growth.

Thai financial system comprises of two main groups; 1) Private Financial
Institutions (including Commercial Banks, Small Retail Banks, Finance Company, Credit
Fancier) and 2) Specialized Financial Institutions (SFIs) which own by the government.
Private financial institutions play important role in financing a large corporate. In the
meanwhile, SFIs have a clear mission as a government’s tools to help financing
entrepreneurs and people who could not access financial services from private financial
institutions. However, both private financial institutions and SFIs are main mechanism to

strengthen our economic growth and to support our sustainable economic development.

The objective of the research is to provide recommendations to the
government in order to improve SFIs’s performance and specified the role of which SFIs
have to play in order to better serve customers’ need in the medium and long terms
perspective. To achieve these, we conducted a survey by circulating questionnaires of
about 4,000 copies to collect answers and comments from SFIs customers. The
questionnaires were sent through the number of SFIs’ branches which include
Government Savings Bank (GSB), Government Housing Bank (GHB), Bank for
Agriculture and Agricultural Cooperatives (BAAC), Export-Import Bank of Thailand
(EXIM Bank), and Small and Medium Enterprise Development Bank of Thailand (SME

Bank) covering almost every part of Thailand.



After the process of collecting, cleaning, assessing, and analyzing the data,
we found that deposit side of financial services (product and service areas) is, indeed,
shows some overlapping among SFIs and between SFIs and private financial institutions
as well. However, this overlapping does not incur any obstacle to the operation of both
SFIs and private financial institutions. Moreover, the deposit side of financial services is
highly competitive and driven by the market mechanism. Anyway, SFIs need to raise
fund from deposits to ensure that they have sufficient resources to operate under normal
operation and to driven the government policy projects because deposits cost of fund is

lower than of the others such as bond issuance, borrow from other banks, and etc.

On the loan side of financial services, we found that each SFI has its own
loan product with a unique characteristic. GHB focus specifically on the housing loan.
BAAC operates and lends mainly in the agricultural sector which its focus on low income
farmers. SME Bank put their best effort to finance the small and medium enterprises.
EXIM Bank keeps operating their business in the export sector and tries to promote Thai
entrepreneurs to penetrate into new foreign market. However, as set by the Law, GSB can
operate as the normal commercial banks in which it can offer many types of loan products
to the customers. Hence, we found that GSB has some loan products overlapped with
other SFIs’ i.e. for the agricultural loan, it does overlapped with BAAC; for the housing
loan, it does overlapped with GHB; and for the SME loan, it does overlapped with SME
Bank. In addition, we found that SFIs have their own target market to lend to and do not
directly compete with those private financial institutions. We also conclude that SFIs play
the complementary role to provide the financial services to those who cannot gain an

access from the commercial banks in order to complete Thai financial services system.



As a result of the study, we found that it is necessary to improve role,
service, and operation of these five SFIs, the following are our recommendations that
might be useful for the development of these SFIs in the medium and long term;

1. Regulatory agency should focus more on SFIs’ mission and lead them
to play the appropriate role as set by the Law to better serve their main target group.

2. Regulatory agency should formulate Medium and Long-Term SFIs
Master Plan in order to specify their role and direction as a government’s tools and
enhance them to use government budget more efficient.

3. Government should set up One Stop Service (OSS) counters of SFIs to
serve all customers in one place.

4. SFIs should improve their service time by using more up to date and
efficient operating system in order to satisfy their clients. Moreover, SFIs should set up a
training course for their employees to be more knowledgeable in their recommendation to
the customers in order to enhance the services’ effectiveness.

5. SFIs should manage their cost of fund and operating expense to the

acceptable level so they can provide the appropriate level of interest rate to the customers.

Last but not least, we do hope that our findings and recommendations from
this research will be useful for the government to consider as an initial step to improve
SFIs’ performance and create government policy to better serve Thai people and to
achieve the highest satisfaction level from their main target customers. This is to ensure
that SFIs are act as the government’s tools and still be main mechanism that helps
strengthen Thai financial system as well as economic and social development in the

medium and long term.
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