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ABSTRACT

The present endeavor has the objectives to undertake a comparative study on the Village
and Urban Revolving Fund performance before and after the access to on-lending source for rural
development from the Government Savings Bank and to understand the management outcomes
after such capital fund injection among village-level funds receiving different loan sizes.
Specifically, it is confined to the operation of 29 samples of village funds in Mae Taeng District
in Chiang Mai Province which got loans from Mae Taeng Branch of the Government Savings
Bank for their on-lending programs and these village funds are distinguished into three groups
according to the approved loan sizes as small (400.000 — 800,000 baht), medium (800.001 —
1,200,000 baht), and large (1,200,001 — 3,000,000 baht). Information was collected from
members and committee members of the sampled village funds by questionnaire survey. The
analysis was based on the results of descriptive statistics and Likert scale rating of satisfactory
levels of village fund members regarding the credit services they received from the village fund
and village fund committee members concerning the credit services provided by the Government
Savings Bank.

The 29 village funds have been operating since 2001 when the Thailand Village and

Urban Revolving Fund scheme was launched. The organizational structure and village fund



committee composition and size of the sampled village funds in all three groups were found to be
quite similar. Most committee members had been in office in practice for averagely six years and
they were generally recognized as local community leaders. While in office, each committee
member will get annual honorarium and certain welfare supports.

The village funds receiving small loans (400,000 -800,000 baht) normally extended
16,000 baht loan per term to each qualified member at 5.2 % annual interest rate. Most borrowers
utilized the loans for improving or expanding their existing occupational activities. They
expressed their moderate satisfaction with the lending services provided by the village fund.
Meanwhile, the most important reason for various village funds to borrow money from the
Government Savings Bank was the compatibility between the approved loan size and their need
for working capital for on-lending purpose. On the average, each village fund received 0.62
million baht loan at 4.85 % annual interest rate and made annual loan repayment. The purpose of
the village funds’ borrowing was entirely for on-lending to their members. With this financial
intermediary activity, the village funds on the average gained more net profit by 16.7 % and the
fund committees commonly felt moderately satisfied with the lending services provided by the
Government Savings Bank.

Those village funds in the medium loan size group (800,001 — 1,200,000 baht) extended
the credit to their members about 17,000 baht per loan approval, charging an interest rate of 8.1 %
per year. Most borrowers used the borrowed capital for investing in new occupation, and they
expressed moderate satisfaction with the credit services given by the village funds. On the part of
the village funds, the most important factor leading to their decision to borrow from the
Government Savings Bank was the latter’s offer of low interest loans. Each village fund obtained
on the average 1.07 million baht loan, at the annual interest rate of 4.85 %, with annual repayment
arrangement, and for the main purpose of on-lending to its members. After enlarging the working
capital by borrowing from the Government Savings Bank, the village funds were able to increase
their net profit by 16.7 % on the average and were satisfied at moderate degree with the latter’s
lending services.

Those village funds receiving large sized loans (1,200,001 — 3,000,000 baht) generally
extended 27,000 baht per year lending to each member who made a loan request and charged 9.6

% annual interest rate. Most borrowers used the money for investment in new occupation and for



repaying their informal debts, and they felt moderately satisfied with the lending services
provided by the village funds. Meanwhile, the most important deciding factor for the village
funds to borrow from the Government Savings Bank appeared to be the compatibility between the
approved loan size and the former’s need to enlarge the working capital. Each village fund was
granted approximately 1.70 million baht loan, paying the annual interest of 4.85 %, with an
annual term of repayment. Most village funds used the borrowed capital mainly for on-lending
purpose. After getting access to loans from the Government Savings Bank to increase the
business volume, the village funds under study on the average experienced an increase in their net
profit by 30 % and the committee members rated their satisfaction with the lending services of the

Government Savings Bank at moderate degree.



