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The purpose of this study was to generate a financial failure prediction model
for small and medium enterprises (SMEs) in Thailand by the muitiple logistics
regression analysis method and to examine the classificatory accuracy of the
generated logit model. For this model development, secondary data from the period
1999 to 2001 in terms of financial ratios was drawn from the financial statements of
671 SMEs, registered at the Department of Business Development of the Ministry of
Commerce.

The generated model included the constant case and 6 financial ratios, with
coefficients on all the independent variables negative. In order to the magnitude of the
coefficients, the independent variables were earning before inte_rests, taxes,
depreciation, and amortization to current liabilities ratio; sales to total assets ratio;
common equity to total assets ratio; current liabilities to total assets ratio; retained
earnings to total assets ratio; and inventory to current assets ratio. This model
performed the best classification result for the one year prior to failure predictive

context with overall percent correct scores 71.82.
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