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ABSTRACT

This study aims to examine the general characteristics of debtors, the role of joint liability
groups, and the determinants of repayment ability of the debtors in the joint liability group, clientele
of the Mae Taeng Branch of the Bank for Agriculture and Agricultural Cooperatlves (BAAC) in
Chiang Mai Province. Data and mformatlon for this study are based on structured-interviewing
questionnaire of 413 samples of such debtors, using multi-stage-sampling method,

The results indicate that most debtors had been good to excellent repayment ability. Since
one-thirds of all sampled-debtors remained poor in their repayment performance, the potential of
repayment ability of members of joint liability group and clientele of this BAAC branch could be
considered as moderate. The income earning ability of these debtors was found to be limited by their
own farm size, the facts that they mostly used family labor in production and that they had to pay land
rent; leading to high cost of production and low income level, This suggests that the extent of land
holding is a major qualification of a debtor indicating the potentiality of his repayment ability under
the joint liability credit approach. The roles of group are found to be low to moderate with respect to

the frequency of consultative meeting within the group, the frequency of actions demanding the



performance of obligation of group members and the frequency of notification to demand such
performance. However, the fact that this is a large group with long history and experience in joint
borrowing has made the members understand lwell the rules and regulations of the group as well as
those of the Bank; and, thus, strictly observe those rules and regulations and perform their obligation.
Consequently, most debtors were not affected by the repayment failure problem of other members
of the group. Nonetheless, some members still failed to repay the bank causing other members to
share paying the cost of their joint liability. Many debtors acknowledged they were not informed of
this situation, indicating the weakness and shortcoming of joint liability approach. The major
impediment to repayment ability of the debtors under study is the economic factor; particularly low
price for farm output and the high cost of production which need to be solved otherwise their long

term capability to repay loans might be jeopardized.



