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ABSTRACT

This study seeks to generate the conclusion about the performance of community
bank scheme implemented by a commercial bank in  Chiang Mai Province from the
perspective of two parties involved. This study firstly includes 20 observations of bank loan
officers to be solicited for their opinions about the scheme’s performance. The second sample
is the borrowing group covering 139 observations to be asked about the impact of such
scheme on the community. Questionnaire interview is applied for information gathering.

The majority of bank loan officers provided similar conclusions that the
community bank scheme had been initiated primarily for political reason rather than for
the stated objective of distributing investment capital to communities. Therefore, the default
risks were higher compared to the case of traditional lending program due to the relaxation
of collateral or stable income requirements in this scheme , However, most clients were able
to fulfill their loan repayment commitments as they used the credit to generate income
according o the bank’s lending objective. Those who defaulted were characterized as having

many loan repayment burdens or high family expense particularly for education of family



members . The loan officers alse observed that most borrowers applied for 10,000-50,000
bath loan sizes and none over 50,000 baht with demand for appropriate maturity period
and low interest rate. Most of their Elients had annual income per person at 25,000-50,000
baht range and after receiving loan from this scheme , they could make greater income and
becoie less dependent on non — formal credit.

The majority of borrowers under study were of the opinion that the lending to
communities or the operation of urban community and village fund groups had income
distribution implication for those people unqualified for traditional credit scheme in general
financial institutions. They also indicated their major purpose of borrowing was to invest
in trading business followed by handicraft / mechanic works and farm production. The
money from  borrowing was principally used for profit — making activities and some for
consumption purpose.

The bank loan officers further noted that profit from financial service to urban
community and village fund groups was rather low compared to other credit schemes.
Those client groups classified as gradé AAA had better repayment performance in
comparison to otherwise groups; and those scored high for loan approval would be able to
make more conforming regular loan repayment than otherwise.

Both loan officers and client groups had common opinion that the community

bank scheme should be continued,



