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ABSTRACT

This is a study of the financing of electrical wire industry in
Thailand in relation to its financial status. The essential data for
this analysis are mainly the financial statements collected from the
Department of Commercial Registration, the Ministry of Commerce during
1976 to 1979. The structure of this industry is also taken into account.

The major aspects of this study are referred to as follows:

With regard to the structure of this industry, the general
conditions including manufacturing, marketing, government control and
aids are examined. It may be said that the manufacture of electrical
wire is an important import substitute to meet the local demand. It is
produced by only importing certain raw materials. Nowadays, there are
twenty~two local manufacturers with registered capital ranging from
200,000 baht to 44,000,000 baht which is a high capital industry,
especially for those having their won furnance; there are four major
manufacturers., As to marketing, there is competition among local
manufacturers, as well as with imported manufacture, in particular,

the aluminium electrical cables the market of which is limited only



to government agencies i.e. the Electricity Production Authority,

the Metropolitan Electricity Authority, and the Regional Electricity
Authority, and to ensure its sgfety towards life and property, there
is strict government control on its quality, and they are to meet the
standard prescribed by the Committee on Standard Manufacture of the
Ministry of Industry. In addition, prices are subject to the
Pronocuncements of the Central Committee on Prices and Anti-Monopoly
of the Ministry of Commerce. With regard to importaéion, there has
recently been a tendency to do drop due to the sufficiency of local
supply, but export is still scant. Nevertheless, it is likely to
increase. As to production capital, it is largely affected by the high
prices of raw materials e.g. copper bars, aluminium bars and P.V.C.
They have to be imported and their prices are likely to soar. The
Government has stepped in to help the preduction cost and to enhance
the competition against impcrted materials by lowering the import
tariff on these materials from 15% to 10 % according to the
Announcement of the Ministry of Finance dated October 29, 1968,

and there is an increase in import tariff on all kinds of fully
manufacturered electrical wire from 15 % to 30 %. In addition,
special privileges in marketing are granted where any government
agency or state enterprise wishing to purchase any electrical wire
that can be locally manufactured, they are to invite for bid on

local made wire only. In case of special invitation for bid and there

are foreign companies among the bidders, and where the bid of the



local manufacturer differs from that of its foreign counterpart
not more than 7 %, that government agency or state enterprise is

to support the local bidder by way of negotiations,

The analysis of the financial aspect of the electrical
wire industry is conducted by comparing the financial ratio of
each company in the industry and then it is compared with the
average ratio of the companies of the same size, and finally with
the industry as a whole, which in turn reveals the differences and
causes. This analysis is concentrated on four aspects: liquidity,
leverage profitability and efficiency. It reveals that there
have been three highly successful manufacturers: Phelpdordge
(Thailand) Company Limited came first, Charungthai Wire and Cable
Company Limited second, and Thai-Yazaki Company Limited third.

As to the financial status of each group of companies of the same
size, it may be concluded that the larger companies tend to have
better financial status than that of the medium or small companies,
in its liquidity, profitability and efficiency. The small-sized
manufacturers have unfavourable financial status, they take
higher leverage their profitability and efficiency are lower

than the large and medium groups. On the whole, i1t may be
concluded that the financial status of the industry still has
something tc desire, in particular, leverage and prefitability,
which are not yet attractive to investers. In addition, this
study also involves the analysis of the trend of financial ratio of

particular kinds in order to perceive the variations of different



ratios of each manufacturer in comparison with the average ratio of
each groups cf companies and of the whole industry during 1976 to

1979,

As to the financial administration of this industry, the
analysis on the capital structure and sources and uses of funds
statement reveals that the capital structure of the large and
medium and small companies and of the industry is derived from
the average liability approximately 67 %, 57 %Z, 75 % and 66 %
repectively, and most of them are current liability in form of overdraft
and bank loans, and the rest from the maznufacturing companies themselves.
The analysis on the sources and uses of funds statement reveals
that the means of financing the industry is not actually in
conformity with the regulations, During 1976~1977 and 1977-1978
financing on capital was obtained from long term loans iﬁ order to
invest in current assets, although it may involve low risk, the
yield is low; the cost of long term loans is higher than the yield
that the current assets provide. It was found in 1978-1979 that
short term loan was obtained to invest in permanent assets, but
this involves higher risk in repayment of the principle debt in
short period of time, lest that the industry may not be able to
repay in cash in time, if this is still consistently practised, ;ha
industry will be undergoing high risk and may effect its future

financial security.



In sum, the problem of the electrical wire industry is the
soaring price of the raw materials, selling price is restricted by
stiff competition and also subject to government control. Therefere,
manufacturers gain only marginal profit or even lose, The problem
concerning the financing aspect is that sbout 60 %Z of the investment
is financed through short term loans, besides, the financing method
does not match the working life of the assets. In some year, short
term lcans have been obtained to invest in permanent assets, which
entails high risk to the industry but low yield. This problem may
be solved by improving the financing method in order to match the
working life of the assets by investing in current assets with short
term loans and permanent assets with long term loans. Regarding the
high cost of imported raw materials, government promotion on producing
raw materials e.g. copper wire, aluminium wire, with standard quality
and adequate quantity to meet the demand of the local manufacturers
is needed. Productivity should also be taken into account in order
to lower the cost of input. In matter of Competition with imported
product, the Government may increase import tariff on fully finished

electrical wire and to promote local manufacture at large.
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