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ABSTRACT

This study aimed to analyze the structure of defaulting loans before and after loan conditions
revision scheme of commercial banks, to identify reasons causing defaulting loans after loan term revision had
been made, and to solicit the bank’s executives about problems grown out of loan conditions revision
implementation. Data and information were obtained from questionnaire interview of 61 executives of 12
commercial banks in the capital city area of Chiang Mai Province. The commercial banks were categorized
into three types as private, government, and international ones. Analyses were based on descriptive statistics
including frequency, percentage, and mean values. Priority ranking was performed by means of Likert scales,

and difference test by F-test.

The findings indicated that the highest incidents of defaulting loans occurred in consumption loan
type, followed by business loan, and housing and real estate development loan categories. The most popular loan
conditions revision measure adopted by commercial banks was the extension of loan maturity, followed by
reduced interest, and the granting of grace period for principal and interest. After loan conditions revisions had

been made, most commercial banks under study found their clients able to comply with the revised conditions.

The persistence of defaults even after loan conditions revision were assessed from two respects : the

client, and the lending agency. The executives of each category of commercial banks differed at 0.001



statistically significant level about the main reasons for the clients to default. The executives of government banks
considered the intermal business problems of the clients to be the main cause, those of international commercial
banks viewed the high debt burden and borrowing from multiple sources to be the culprit, while the overly high
appraised value of collateral compared to debt burden and the use of third party guarantee system were also
regarded as main cause of default. In the respect of lending agency, the executives of all categories of commercial
banks were not different at statistically significant level in explaining the occurrence of defaulting loans after loan
conditions revision. They agreed the primary cause was the incompatibility between repayment terms and the
income capacity of the clients, followed by the fact that the banks were lack of an efficient loan collection system

and that the banking staff did not posses adequate skills and experience, respectively.

The bank executives were of opinion that the client’s refusal to cooperate and their high debt burden
or multiple borrowings were problems in loan conditions revision scheme. The difficulties confronted by the
commercial banks also included the slow process in approving loan conditions revision and the mistakes made by
banking staff in analyzing business problems of the clients. There also existed the problems of complexity,

impracticality, and unclear rules and criteria in the implementation of loan conditions revision scheme.



