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ABSTRACT

The objectives of this study were to investigate the capability in debt solving of members
of the project on credit for development of livelihood of school teachers and to identify the causes
and difficulties that prevented them from solving their debt problems completely. The results
from this study would be used for further project improvement and development, or expansion.
This study was a survey research using questionnaires to interview 600 members of the project as
sample subjects. The analytical methods included descriptive statistics, Logit model employing
maximum likelihood estimates (MLE) technique, and marginal effects analysis.

The study revealed that 66.70% the majority, of the project members failed to
completely solve their debt problems primarily due to high family expenditure as well as other
spending like travel expense, the so-called social tax or spending for social purposes. Debt
solving capacity was another important factor determining the client’s performance. It is assessed

on the basis of principal professional income taking into account secondary occupation or



supplementary income. The study also discovered that overall debt burden from both formal and
informal lending sources of the project members also explained their debt solving performance.
The higher the overall debt burden, the greater the difficulty for paying off all debts. In the case
the project members also belong to teachers’ saving and thrift cooperatives, they become more
likely to seek additional borrowing from their cooperatives and this was not controllable because
borrowing was a private right. Debt burden from other sources tends to weaken the capability of
members of this project in paying off their debts. The findings from this study confirmed the
hypothesis at statistically significant level. Furthermore, the approved loan from this project
could be one factor restraining the ability to complete all debt payments. As this was made on the
basis of adequate collateral, income, borrower’s age and hence loan period the approved loan
maybe too low for certain project members to pay off all obligations. These factors were also the
major problems of samples under this study. The majority of respondents, 66.80% indicated they
needed additional borrowing; and this implied the project on credit for development of livelihood

of school teachers had not completely reached its objective.



