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ABSTRACT

The main objectiveé of this study were; (1) to study the policy and the debt restructuring
measures of BAM, (2) to study the problems and obstacles in the debt restructuring of BAM,
(3) to find out the effectiveness of these debt restructuring measure, The study was based on
primary and secondary data. Primary data were collected using questionnaires. Two types of
questionnaires were used in this study. The first type was for BAM’s debt collectors. All 35
BAM’s debt colleé:tors were interviewed to represent the first group. The second type of
questionnaires were used to interview BAM?” debtors. A total of 100 debtors from BAM’s 3,519
debtors were selected randomly and interviewed. For secondary data, the data were taken from
BAM’s reports on the costs of debt collection and the amounts of debt collected between the
months from January to December of 1999, The data were then analyzed to find out the ratio
between marginal cost and marginal product (MC/MP) of debt collection, and to forecast the time
needed to collect the total amount of debt as targeted for the year 1999 using Simple Moving
Average technique.

The study reviewed how the debt structuring policy actually worked. Important
problems found in debt restructuring measures of BAM included the way most credits had been
made with improper information by former BBC’s credit staff, They were not well experienced

with regard to credit evaluation. Debtors also did not propeﬂy .give right information whén



sought credit from the BBC. Moreover they were found not to use the credit granted according to
the objective of borrowings. Factors which were found to have important effect on the debtors’
ability to pay included the fall in their eamings , unemployment among debtors , their
unwillingness to pay , as well as the fact that the value of their guaranteed assets deteriorated
and declined and therefore not worth for them to carry on debt burden. In other words the effect
of the present economic crisis on most debtors was the major reason for most debtors’ inability
to pay . Regarding to BAM’s measures on debt restructuring, the measures that most debtors
would like BAM to do most was to reduce the amount owed and the interest rates. Next they
would like BAM to extend the times of debt payments as well as to accept their guvaranteed
assets as part of their debt payments. The results of the study showed that the measures used
by BAM were cost effective as the ratio between the marginal cost and the marginal product of
debt collection for each month was less than one. However the restructuring policy may be
regarded as not successful as the total amount of debt collected during these twelve months was
below the amount targeted for this period. Using Simple Moving Average method it was
forecasted that it would take two years and two months for BAM to be able to collect all the debt

targeted for the year 1999,



