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Why Group Loans?

from Perspectives of Existing Literatures

Peer Selection
Ghatak (1999), Van Tassel (1999), Armend ariz de Aghion and Gollier (2000),
Laffont and N'Guessan (2000), Laffont (2003), Guttman (2008), Ahlin (2015, 2020)

Peer Monitoring and Social Collateral

Stiglitz (1990), Karlan (2007), Ahlin and Townsend (2007), Berhane et al. (2009), Eeckhout and
Munshi (2010), Al-Azzam et al. (2012), Al-Azzam et al. (2013), Baland et al. (2013), Gin'e and
Karlan (2014), Czura (2015), Beck and Behr (2017)
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Demography of BAAC Loan Types

Collateralized Personal Guaranteed

Unsecured
56%

Joint Liability
15%
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Performance of BAAC Loan Types

Collateralized Peckonal Gueriesd Collateralized Personal Guaranteed

i Joint Liability
i 15%

Unsecured Joint Liability
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Demography of BAAC Borrowers

Summary Statistics

, Borrowers’ Education Borrowers’ Occupation
Borrowers’ Gender

15% - Less than

O\ n Primary Education Occupation Proportion
‘ ‘ Agricultures 84%
- - Null 9%
60.4% 39.6% No occupation 3%
Worker 2%
Average Age Self-employed 1%

62%

Primary Education
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Structure of BAAC Group Loan
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Structure of BAAC Group Loan
—hﬁractl

Collateralized
D | Contract 1
1
\ Uncollateralized
- E
|- A “‘\._\& \
. N~ A B  Aisa guarantor of B
N F x H
A \“‘n_.
Contract 3 ™ I ) [ A B J Small Group Contract
", _ ’_,-"

Big Group
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Structure of BAAC Group Loan

—.._ Contract 2
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Cc Contract 1
; Borrowers:
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Small-group Contracts:

1,020

5,593,147

340,075

3,830,828
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Sorting Behaviors? | Strategic Default?
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Big vs Small Group Statistics

Average of ... Big Group Small Group
# Member 15 6
Default Rate 12% 22%
Shock Correlation 0.32 0.47

(Maximum % Members claims in each year)
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Sorting into Small Groups

——  No Risk (0) G <D
roup

Borrower Type* — p— 0 < > 0.5

i R
- Risky (1) Sorting andom

*Assume risk type of borrowers is time-invariant due to data limitation
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Sorting into Small Groups

SD big group - SD small group

- I T T 1
04 02 00 0.2 04
Count Mearn S0 M 25%%5 BO0%% TE%G
292770 01203 0.11340 D.2267 0.0325 0.0953 {.1898
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Sorting into Small Groups

SD big group - SD small group
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Sorting into Small Groups

t-test: SD big group > SD small group

Not sorting 35%
(Fail to reject HO)

Significance Count Proportion
Sorting 65%
(Reject HO) ————— 1% 283,810 0.45
5% 283,810 0.65
10% 283,810 0.75
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Sorting into Small Groups

Preliminary Result of Regression Analysis

Linear Regression

Probit Regression

Coeff. SE Coeff. SE
Number of members in group TO12e-04  *4* 4.910e-05 1.658e-02 *** 8.115e-04
Average Asset Size (2023) 1.267Te-0E  **F T.74Ee-10 Yi65e-08 T 1.050e-08
S0 of Asset Swe (2023) -T3%Re-09  *F 806 e-10 -52lle-UE  ®* L e-0E
o Jount Liabihty Loan Accounts -3.055e-01 **F 545 4e-00 540 et wE T3]0
o Personal (ruaranteed Loan Accounts -1.24%e-01  =*® 4300 e-03 -4.7592e-01 **= 5. T6Re-02
o Unsecured Loan Accounts -l "*F 4.3 54e-00 -6 ide-01  wFF SEdRe-0L
o Members having saving Account ¥.956e-02 **F 2.867e-03 $.4Toe-01 **= 3840e-02
%o Members having Asset Collateral S6le-02  FE 3210e-03 -h44%e-01 **F 4. 4(Me-2
Averapge Asset Collateral Value (mcludes ) 2313e-08 = 1.497e-04 1.914e-07 == 206908
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Linear Regression Probit Regression
Coeff. 5E Coeff. 5E
Averape Loan Size -9435e-08 ** 326509 - 1dKe-U7  TEF 4.536e-08
%0 of Loan Size F000e-08 e 1.674e-09 2.523e-07 w® 2387e-08
Average Age 1.529e-4 = 7759805 264le-03  * L43e-03
SD of Age 1.519e-03  ®= 1.060e-04 2385e-02 w® 1.425e-03
o Members with bachelor's degree or mgher -1.787e-4 5.059e-(3 -8.555e-01 6. 761e-02
%o Members with secondary educanon or above -5.001e-03 2862e-03 -212le-01 =% 3.5 18e-UZ
5D of BEducation Years -3.955e-04 2449 1.7 80e-U3 3.142e-03
Average Education Y ears -3.1 14e-04 2.623e-04 4.231e-03 349le-03
% Members using A-mobile app or LINE OA 3.180e-03 2.757e-03 244902 568Ye-02
Average Number of Loan Accounts 6.345e-03 == 4.346e-04 6.540e-02 =¥ 3.978e-03
MNumber ot Contracts {Small Groups) 6.462e-04 == 4.131e-05 J956e-0i " 1.646e-04
% Members with Landless -5.692e-03  ** 1.545e-03 - 156e-U2 TR 2.072e-02
% Members who are Livestock Farmers 0.01327 0.01730 2.711e-01 2431e-01
Number ot Crop types 43816e-03 *** 4.958e-04 LT de-ld =% 1037e-03
% Members who are Kice Farmers 4013e-03 = 1.619e-03 L15%e-01 =% 2.175e-02
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Linear Regression

Probit Regression

Coeff. SE Coeff. SE
LCrop Similanty among Members 1.717e-03 281 1e-03 B564e-02 * 3.851e-02
Averape Dependent Household Members 0307 T 0003018 -1965e-01  **F 3.97e-02
(1.e. aged <15 years or =70 years)

o Members having otf-farm income 1.033e-03 1.151e-03 2.733e-02 1.554e-02
o Members recerving reliet -H.18%e-03 = 1.287e-03 -T1109e-03 1.753e-02
shock Comelation LG3le-U  *%% 1457e-03 3.151e-z wF 2.005e-102
i of observations 136,855 134 K75
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