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A research project entitled “Increasing Potential in Financial Administration of the
One Tambol one Product (OTOP) Project” is aimed at studying financial security and problems
in financial administration of OTOP producers. It also aims to explore ways to increase their
potential in financial administration, which will further contribute for increased potentials in
production, marketing, and overall administration. The study focused on four aspects: a)
buyers’ behaviors; b) producers’ administrative potential; ¢) financial potential of OTOP
grbups; and d) factors affecting groups’ potential in financial administration. Results and

findings are summarized as follow.

a) Buyers’ behaviors. It was found that majority of the buyérs chooses to buy products of

food items, 1-3. items once every 3-4 months for their own consumption and gifts respectively.
The decision is based on information received from media, advertisements and public
information. An important reason for buying OTOP is because they appreciate th.e uniqueness
of the products, which are made with local wisdom and by hand. As to consumers’ opinions
and satisfaction of OTOP, the quality, design, beauty and packaging of the products are
considered “good”, which is ranged from high to low respectively. Product displays,
advertisement and market places are however ranged “good enough”.

b) Producers’ administrative potential. Majority of the producers has its own production
system and supplies the products to domestic and international markets. Investment capital is
derived from the share holders and external financial sources, including loans from informal
lending sources outside formal financial institutions, commercial banks, and government

financial institutions respectively. The capital is used for current funds, purchase of producing
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equipment, and debt payment respectively. For production, it uses mainly raw materials
available locally or within the respective provinces. Each OTOP group employs not more than
25 workers/employees, and the products are made in response to specific orders although some
are produced in an constant quantity throughout the year. Regarding marketing, the main
markets are located outside the producing provinces, which are run for retails, wholesale,
through agents and internet system respectively. The key strategiesvto motivate customers are
by gi\‘ziﬁg discounts, arranging advertisement and public information through media with
support of concerned government agencies. As to the products themselves, the main emphaéis
is utilization of local wisdom and constant improvement in design of the products. The key
strategies for value-added of the products are development of packaging followed by
improving quality of the raw materjals. The sampling groups also perceived that business
competition, market extension, availability of raw materials, business connection and sui)port
from the government are important problems for their administration.

c) Financial potential of OTOP groups. It was found that the groups have slight growth in
their assets (7.03%), which current assets have expanded greater than non-current assets with a
high inventory rate. The groups also have an increased lisf of borrowers, who are not accou;lt.
receivable. This indicates misuse of the assets, which are not objectives of the business._ Such
finding is not normal and could affect liquidity and p'erfonnance of the business. It was found
also that the sampling groups are facing with prbblems such as indebtedness, payment of
. interests and high financial risks. This is mainly because the capital structure has a high
proportion of loans from outside up to 72.74%, which include loans with interests from
commercial banks, informal financial sources such as money lenders and concerned business
respectively. Besides, there are improper short-term debt structures due to a low proportion of
account payable, the best source of short and interest-free loans, of only 7.22% of the total
capital investment, which is decreasing at the highest rate. Regarding the performance, it was
found that cost and total expenses are very high. This is due to a high cost of good sold
resulting in a very low net profit rate. It could thus be concluded that the OTOP producers are
having problems in liquidity, activity, leverage and profitability.

d) Factors affecting groups’ potential in financial administration. By employing Multiple
Regression in analyzing financial factors affecting the Return on Assets of 30 OTOP in 2004
and 2005, the fesults indicate that independent variables or financial factors used in this study
are important factors that contribute significantly to the change of Return on Assets (ROA).
These include: fixed assets/equity; debt/equity, fixed assets/long-term capital and operating
assets turn over respectively. The factors that have positive result or relation in the same
direction vk;ith ROA. is the operating assets turn over and fixed assets/equity. Other factors

have negative result or relation in an opposite direction.





