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ABSTRACT
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Degree . Doctor of Phtlosophy (Development Administration)
Year . 2005

Credit programs have been implemented widely in both developed and
developing countries in order to improve the living standards of the people.
Sustainability of funds is crucial for the implementing institutions and those relying on
thetr services. Millions of familics in Thailand have been relying on loans from the
Bank for Agnculture and Agricultural Cooperatives (BAAC) for investment funds.
Non-performing loans have been adding to the expenses of BAAC and either the
customers or the taxpayers have to pay for it. Furthermore, outreach is an important
goal. Understanding the impact of outreach and other factors on non-performing loans
would coninbute to better information for policy development at BAAC.

This research atms at understanding the factors influencing the non-performing
loan ratio of BAAC branches by using both data of BAAC branches and the data from
the survey of perceptions of branch managers. Factor analysis is used to determine how
variables related to the non-performing loan ratioc can be grouped. Regression analysis
s used to determine how the non-performing loan ratio of BAAC branches can be
explained by the debt suspension program implementation and the average loan of
customers with debt.

The result from factor analysis shows that the items related to non-performing
loan ratio can be grouped into ten factors: policy and objectives, loan collection
efficiency, branch characteristics, savings and customers outreach, borrowers’
motivation, borrowers’ ability, borrowers’ attitude, economic environment, lending
outreach, and customers” income.

Results of the five multiple regression analysis tests show that debt suspension

program and average loan have impact on the non-performing loan ratio of BAAC
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branches. Non-performing loan ratio is negatively related to debt suspension program
i all tests and positively related to average loan in area three test at .05 level of
significance.

Debt suspension program implementation has reduced the non-performing loan
ratio but the non-performing loans may come back after the program ends and possibly
at a higher rate if the customers perceive more such programs in the future. The
relationship between average loan and non-performing loan ratio contributes to an
important knowledge concerning the tradeoff between credit outreach and non-
performing loans. Expansion of outstanding loans of branches should go together with
the expansion of number of borrowers. Higher depth of outreach (lower average loan),
that is reaching out for poor customers, can be achieved without causing higher non-

performing loan ratio.



ACKNOWLEDGEMENTS

I have had the privilege of learning from many good teachers. They have
made my journey of knowledge thus far very challenging and enjoyable.

The advice provided by my dissertation advisers helped me pass through all
the obstacles of the dissertation process and 1 would like to express my deepest
appreciation to all of them. I am most grateful to Associate Professor Dr. Montree
Socativanurak, the chairman of the advisory committee who taught me in class and
provided me invaluable advice from the beginning of my dissertation stage to its
completion. | deeply appreciate his willingness and patience in advising me in my
dissertation development. I am also very grateful to Assistant Professor Dr
Thammanun Pongsrikul and Dr. Vorapol Socatiyanurak for their expert advice, which
assisted me in improving my dissertation. They have provided invaluable advice,
support and kind encouragement all along.

Much of my inspiration has been from Associate Professor Dr. Suchitra
Punyaratabandhu, Dean of the School of Public Administration and the former
director of the Ph.D. program. I am grateful for the advice she gave during my study
and in my application both for an exchange scholar position and for a visiting scholar
position at Indiana University. [ would like to extend my deep gratitude for her kind
advice.

I would like to convey my deep appreciation to all protessors who taught and
advised me since 1 joined the program, especially Professor Dr. Sombat
Thamrongthanyawong, the director of the Ph.D. program during my first year and
former Dean of the School of Public Administration.

[ would like to express my sincere appreciation to all the staff at the school of
Public Administration and at NIDA library who have been very kind and helpful to
me. My friends have been very good to me in many ways and I would like to thank
Dr. Chit-rapee Subsandee and Dr. Sasitorn Sinbanchongkit-Suwannathep particularly.

| am grateful to my dad, Thomas Lancaster, who passed away before I started
studying in this program and 1 am grateful to my mom, Renu Srichandra Lancaster,
for their love and blessings for me. I love them so much and thank God for them. My
brothers and sister have been very supportive and have given me great encouragement
all these years. Thank you, Eamon, Joe and Mary!

No accomplishment could be compared to having a happy family and |
consider myself a very happy man because of my lovely wife, Geraldine. I love her
more every day. Our daughter has brought me so much joy and I am so excited to
have a son this August.

Lastly, I am most grateful to God for His love.

ﬁwﬁf?z /ﬁ%ﬁﬁﬂ" =

James Lancaster
June 15, 2005



