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ABSTRACT

The objectives of this study were to analyze the factors affecting loan repayment of
farmers, clients of Bank of Agriculture and Agricultural Co-operatives (BAAC), San Kamphaeng
branch, Chiang Mai province. The study is also comparing the loan repayment capability as
schedule between farmers who are able to pay and who are unable to pay.

The survey sample used in this study were farmers who is clients of BAAC, San
Kamphaeng branch, Chiang Mai province, from three sub-districts of San Kamphaeng, including
Chae Chang, Huai Sai and Ton Pao. These farmers have long term debt for raising of beef cattle.
The total number of samples were 100, and was divided into two group (fifty each) based on their
capability of repaying debt within specified schedule. Questionnaires were used as tools to collect
data, while statistical analysis was performed based on several factors including percentage,
means and standard deviation. Chi-square was used to evaluate the correlation among various
variables at statistical significance of 0.05 and 0.1.

The result of this study revealed that several socio-economic factors including agricultural
experience, educational background, marital status, number of household members, amount of
debt with BACC and frequency of bank staff visiting clients shows no significant correlation with

their ability to pay debt on time. Factors that are related to the ability of farmers to repay the loan



of customers, which were statistically significant at the 0.05 level are level of agricultural income,
non-agriculture income, raising more than 10 beef cattle, hold more than 10 rais of agricultural
land, use to the loan correctly as stated in borrowing statement. If customers have an increasing
number of these factors it will result in a higher likelihood of repayment as well. On the other
hand, if customers also borrow from other sources, the ratio of total debt to total assets is more
than 1, and facing emergency expense in the household would result in a lower ability to pay. For
statistical relationship factors include at significant level of 0.1 to determine that if the payment
plan is consistent with income agriculture, the ability to pay will increase. Factors that affect the
payment from conducting in depth interviews of additional 20 farmers, 10 are from farmers who
are able to pay on time and another 10 who are unable to pay back the loan on time. The results
revealed that the cause of most cases that were unable to pay are from selling beef cattle at a lower
price than expected because of the urgent need of money to spent on household and concerns that
prices will fall lower. The second factor is the misuse of loans, emergency household expenses,
and disease outbreaks. Farmers who are able to pay back the loan also indicated that peer support
and off farm income are factors that increase their ability to pay.

This study provides suggestions as follows.

In the aspect of farmer clients, they should increase their household incomes by
improving the cultivation process for higher yield in order to meet the amount of loan they got
from BAAC and the real cost they spent for agricultural investment. Moreover, saving money for
emergency expense would reduce the risk of financial problem from unexpected expense.

For the BAAC aspect, more focused should be on the controllable and introductory-loan
payment advice to farmers is recommended. If any farmers used the loan incorrectly in accordance
with the bank’s objectives, they will have less chance to pay it back. BAAC should support non-
agricultural occupation during off season of agricultural production. Providing seasonal credit to
improve agricultural production should increase productivity and income, therefore farmers are
more likely to pay more. The business development staffs ought to investigate more clearly about
information on the agricultural production within the range that income receive could meet the
loan repayment, in order to reduce the risk of loan repayment of the farmer clients who are unable

to repay the debt as specified schedule setting of loan contract.



