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ABSTRACT

This study intends to analyze the determining factors of Non Performing Loan
(NPL) of small and medium-sized enterprises which are the clients of Krungthai Bank (Public
Limited Company) in Muaeng District of Chiang Mai Province. The primary information for this
study was obtained from questionnaire interview of 200 choosing by simple random sampling
technique. The analyses were undertaken upon the results of descriptive statistics, Logit Model
using maximum likelihood estimate method, and marginal effects calcuiation. The determinants
of NPL were hypothesized to include age, experience, family burden, risk-taking behavior,
pursuance of further knowledge, type of business requiring unique capability, ownership ratio,
loan size, repayment / revenue ratio, collateral, source of emergency fund and social status.

Five factors were found to be statistically significant and inversely related with NPL
including experience, further knowledge, ownership ratio, repayment / revenue ratio, and source
of emergency fund. The more experience the business operator has, the lower the chance he faces
NPL situation. Additional knowledge from training or study about business management helps

minimize the chance to cause NPL. Ownership ratio, reflecting the weight of decision making



whether by one man or not, is negatively associated with NPL incident. The higher the repayment
/ revenue ratio the lower the outstanding NPL will be. Meanwhile, the accessibility to sources of
emergency fund whether from relatives or non-formal credit will increase the financial flexibility
of the business operator and hence will help reduce the chance to get NPL situation.

The results of marginal effects study provided the following interpretation. One
additional year of business experience reduces the chance to encounter NPL by 10.1 — 18.62%
range at (L = 0.01 statistically significant level. In case the business operator has attended
training or obtained additional knowledge, he will have a lesser chance to experience NPL by the
range of 22.3 — 31.1% at Ol = 0.05 statistically significant level. The ownership ratio when
implying the business partnership condition will reduce the chance of NPL incident by 106.2 -
110.7% at O = 0.01 statistically significant level. The higher the repayment / revenue ratio, the
lower the chance of experiencing NPL within the range of 1024 — 195.7% at (0 = 0.01
statistically significant level. If the business operator has access to emergency fund source, his
chance to face NPL situation will be reduced by 49.8 — 53.9% at (L = 0.01 statistically significant

level.



