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Financial lives and the vicious cycle

of debt among Thai agricultural
households
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Distribution yantUnuAwdansiSau Jadiuwn
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Percentile 95 -
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500,000 Bank/NB+SFIs+VF/SG | #4 [l 7% (Specialized Financial
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WWanNsINuas - - .
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1. Information asymmetry riiangunMsuluSANuNIWALIISIYDIINBASNS
Mlrhoaraliawisnddouduaagionatv aaulongnnnauld

MsidauGa dunudonsIEau a:ANUGaaINMSIUIGOIWULGL o
All purpose Working cap Long-term
- —_— — B Bank
daadu 60+ —
ey - . _— Non-bank -
Aolsaudo — SFls .
(%) nye.
navnunuu/nduaaunswe
207 f— I annsod
o - || B uvons:uu
04
L H L L M H All purpose
15+
Interest
rate!/ 107
(%) . .
5- Working capital (WC)
%
o
JadU ! Long-term loan
ASISOU |
AciouMs
JUGOWL  + ~ : .
(%) L = The insufficient

L M H L M H L M H H = The better off

AuN: d1s79wndnssumisiiunSauinuasns 2019-2020; W/TuaosmanLUanaunaqnmuosnsoaomaﬂuauwads inndu 9 laglusiuausantaasiaanedu 0%

Information asymmetry mAinadunulunms
screening Ua: monitoring = credit
rationing (uoahanauysad (Stigliz 1990)

Information asymmetry - segmentation:

Uaniuunswulnyasnsnruainkany wa

(AUSMSLaWINEU LWFUBauwUs:LNN
d1sU WC ua:auiaiwaavnu

*  NdUNUKLUUIU/NaUaaUNSWY &Sy
consumption loan ucdnduaugv(@ladoy

Bank dmsunauringmwidunan

wafoMsUdosaudasuliiaaulongicda:nay
*  Nduau/Ws:u Bautdo consumption loan
(ASwdunaa) udununuwonga

«  Unmet demand gudnsu WC uas all
purpose loan lunnnau wa:au@awaanu
(AR3ndunaa) lunduAnanw




1. Information asymmetry riAaondumsulibdayayovinuasnsas:n3unulay
M{AonaUdaunsIuNUNUANYNIWLAEAIIUEYY La:nalAfalvasHuunl

% 32% vou WC loan NUaaglnl LINNTT & 579 yavAsEoubKiEusIL * NsaswANYNIWUaW 9N
aunulunN1sMNISINUAsYSY AsIVEAU JINNNUHEY FuEUANEM WU ‘MSHUUKU’ MNuUluIINgv S0
INN=WyUINBasns Msdshi undundAngmMwlunsgis=anaa

Distribution yavaulda working capital

oI - Distribution avAnanwlumsss:hl
Udaulrudadunuiwiuanasy

YauASIISoU NaUWN L .
P95 Debt t MUANYNW daasunnnhyuru
a Debt to eblioasse {umsaeAunt (MunauAngmw
income
P68 wan 43% 15%
0-1 .
lhadv | 489, 35%
-2
wav T T T 36%
2
or nega;ve income
P Total
hllag o 1 2 3 4 5 6

Working capital loan to agriculture cost
< UJoyn information asymmetry 3uidudymdAty mika$Bauldaudanuagolugviiu

A1: s.n.a. lagFuuaneaabudugasitydaudaUs:nniBunuryusutiamstinuas AERHUTUG wWunsu 2020 - DunAw Ai: dsawndinssumisuasiSauinuasns 2019-2020 Tae Debt to income Autuansigldsiununua (gross incomel;
2021 dayarmdunulumsritnsinyasgorinudcuandudulshiwiugnaselutiwiuan 2020-2021 Arudiadunu 5,000 uindals mMskuuKiWINsSUIINMsAasH SoulmsseAuntlasunaviuivasmuanninoudu rsadmsiguntlasdinqus:avAivalUsis:ninoudu




2. Contract design problem Tuldavaguunaudniadyminuasns
drynydrs=niluldogiurdengulouasonsld

< JyriiAsuININISUASISOUINUAS uaav{Aruduaummelunis smooth ua: spike = Chawanote (2021) wui AsYSoudavns
aryoydnsznun 1) mruads:asonu income flows 2] vaaluge 3) Sangu 4) awisngiwasy commitment unsirs:Auld

» - dadiuurys WC aunisdngdis=Au 2018-2021
Joynwavautso WC Tudauu: 2uUtyg WE mumsmens:au 2018-20

; - Clasac nululansasy o grs=Avdaua:
nﬂwnuﬂomunaufmyda-nso [auwdu v wnnu aanwyldnnu
[aaudulAU _
28% oW AT i 13% % Optimal contract

lan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

design 978K

% avausie Uandm 2 sau Dswldioulnoynuius 2 asucal ASISOUESHULGE

- Joym th - Juun
. Prrg rs]?ﬂboio Optimal Matching income flows
cot s contract _
+ Mental accounting I I % Optimal contract

design GavaFudala
anKluNoaNUUU Uas
nudge (RasvANENW
wa:AWER nuinuay

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul  Aug Sep Oct Nov Dec

< (hauAs Dseldonmsinuasualyuin + wogulbudingnkaunnidou

« Joyn spike

 Procrastinate pain of paying/loss aversion Matching income flows daniuuniswu
+ Mental accounting Small amount + more frequent?

lll-l-ll--ll H E E B EEEEEEEN

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Aut: s.n.a.
1/ JsauninmishinUtyBhdmsseduassnalildoon Suanslanoudiaunsy; msiisAuniwonstunluyav wunsu 2017 fedunau 2022; msdissAnvaald wonstunondmsiissAuntludosniteaavianaissne lagviausiuntumsainyadnitudumsdisagdiyoy
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ASIBDUDUWITUNYAaUaEISHTUIINNDUNU
HUJUIU NJuUaauNsSwe wazuans:uu uaaunmrl
071N SFls agwdusvdiAny

La:A$ISaunTauBaINrauuray ATwnanssy
selective default lag SFls 9z Wudndsiousn
nASIGaUEaNN-NaUQ

a:nouflAlAuby cost of default uas
enforcement mechanism NOWNUS:HIW
anluunisou

ful31 anuwusna SFIs oaluaiuiso enforce
n1sda collateral nsanslijUdoundlnu nngy
WlGSs=nULGU (dynamic incentive) Taaun ud
{udtuds=inA encorcement mechanism NiJ
Us:anSNweusiutv nalnnisasy
commitment WU regular group meeting
WIUCINa WM UNIsWUNinddanuasns

3. Enforcement problem r{ranuunisiouuvirvagiaiuisn

e el

asuANuns:=tosasulunissis:huvavasISouldaun

Estimated delinquent probability by financial institutions

0.1

0.05

-0.05

Coefficient

-0.1

-0.15

Collateral
Dynamic incentive
Debt collectors
Commitment

Joint liability

relative to SFls (marginal effect)

| O
***p<0.01

Coop  SFls Banks Non-bank VF/SG Informal

Au1: d1s79wndnssumsiiunSaunuasns 2019-2020

VF/SG = naunukijunu ua:nguaaunswe



3. Enforcement problem: FutanAius: nunau (Joint liability) gudu innovation (u

N1s enforce Ns¥s:kiau Siamwalla et al. (1990) [doensally?

< Delinquency uav joint liability loan gon31 collateralized loan unagwiduvdAtyY

& 35% yavASHSoulnuasiduBotiosde) 3n 20% Tnuaudolua: collateralized loan

< 1SIANY characteristics yavaundn(u 303,779 nau joint liability loan mus:inA wui 1) degree of Jomt llablllty duwaco
ﬂmmwnauamouuaamrgmn la: TuJoouunauumwuuonm\ﬂuumuao 2) amunnauaauangUs NDUDNBWINIDoUNU duwaldaca
AUNTWNAUaEWbUuaAtY (971N covariate shocks’?] 3) amzjntsuum”uum"maaovu dowWalgudontuniwnau

Cooperative
(1-SD(age group))

North (26%) /

Moderate joint liability

More diversify
Delinquent = 207%

Joint liability

(% landless)

Homogeneity
(1-SD(cropping))

# 0.8

Central (12%)

High joint liability

Moderate homogeneity

Delinquent = 247

Monitoring

1(% in same village)

. Northeast (52%)

Low joint liability

Moderate homogeneity

Delinquent =14%

AU s.n.a. low Delinquency vaundu WonstuInHINJausnnguiRatadrslududaminguiwen 1 Utys 9:81an conservative lagfiodnduiubmsiatasis:Hi

Impact on group’s delinquency
(marginal effect)

Joint liability % @ o

(% landless)

Monitoring o»

(% in same village)

Homogeneity X @
1-SD i
[ [Croppmg]] ® NAnaw
Cooperative| ©®©® @ © madany
® maAwrmdo

(1-SD(age group))

X Insignificant

-1 0 A 2
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QIUFANYMW

¢ ASWIESUIUYNISOU
« WN0Ov consumption loan
«  ¥IYKAaUUULuLN

The instable/illiquid
n1saau/Us:nunaaulang

W0V consumption loan
Productive loan Wguwo
LaxuRIAWUANuNIW USUG)

 Productive loan IWguwa
* N1saou/Us:nunaaulang

All groups

« Fin lit/awareness
e dulasunisusum

2 lAENANSIUEIEASIBaUTIUSINGNMISWUUNRguEuldaels?

3. ulsunenasiousvulanonday Lot WUS:8:871) WaUAUSIUDD

ﬁ

2. wnanssunnN1stiu

Ju
1. awdoymitAasyanonisiu
ASISOULINYAS

ASISOULNUAS

5. gmswu
IWONISWCUUNNEVEU

4. nUANKU

—_—

UaNNISWUUN

¢ B - L

= =
| ==

3. awdymiAsyamaans
aalaNswuUIIuUSIN

1. undynavaana
NS UIIUSINDEWSOU
du (infor.asymmetry,
contract design,
enforcement problems)
WalnhuLGy wasauEul
{hmiiv asulong wazoviu

ystunsdoua la:
Juusssums(d wssvalya
(KA udAtyNUayoyn
auonyuldua:inglaasy
Behavioral insights

IWUUNUINGNUULNGasNSs
laannuunNsususU

Interlinkages

Technology



PUEY UNGPHAKORN
INSTITUTE FOR

y

oadulguiunludilugnmswauunngvdu
W+ economicresearch  |JIISNNSWNHKUNUUNGDLWWDY La:s1Iuu duwalhinsSoudanudnhius:zg:=a1)

% 41.4% vovinuasnsldsumswnrduudd > 4 U < GuagluwnniunudurnlRomsa:aunlwuduagwiituaAny Y

Foaruwnanusuudnldsumswinnd (%)
0 41.46%
15% -

10%
5% A
0

0 1 2 3 4 5 & 7
FuIUURTdSUNSWNKT

wavauFIUURdSUWNHUGodasINslauavnlAVAY

Awnnd

UAl

-

ansyavinulu

auus:

0.8

0.6

—o— | ow debt
Medium debt
—a— High debt

SuuURlasunswnnd

ulvunenasusvaulanondav WusshASIBSoauEIBdMIIIA WunSavbola:aananswu

AKUNEU d:aunsnglIstiiwASISauinyasnsingoaanINAUANNISWAUUNULd

AUT: 5.n.8. ua=NaMsUsLIUMsNLASUIDAME Fixed effect panel regression lasntuz3de; Dependent variable = dusinislavaveaadudunvAty; Explanatory variable = Debt outstanding, deposit, number of loan accounts, number of new loan accounts,
being under DR/TDR (0/1), having p-loan (0/1), having only working capital, collateralization (0/1), size of planting area, landowner (0/1), irrigation (0/1), receiving relief transfer (0/1; proxy for shocks), having crop insurance (0/1); Low debt = yan 20 /21

dn31 37,000 un; Medium debt = Drbis:r3ng 37,000-292,000; High debt = Orduinnd 292,000 un ¥ Ratanavararak and Chantarat (2022)
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