
Group Loans
Insight Investigation into BAAC Administrative Dataset
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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) 



Demography of BAAC Loan Types
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Performance of BAAC Loan Types
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Demography of BAAC Borrowers
Summary Statistics

60.4% 39.6%

Borrowers’ Gender

Average Age

60 Yrs

Borrowers’ Education

62% 
Primary Education

15% - Less than
Primary Education Occupation Proportion

Agricultures 84%

Null 9%

No occupation 3%

Worker 2%

Self-employed 1%

Salary 1%

Borrowers’ Occupation



Structure of BAAC Group Loan

Big Group 

Collateralized

Uncollateralized



Structure of BAAC Group Loan
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Structure of BAAC Group Loan

Branches: 1,020

Borrowers: 5,593,147

Big Groups: 340,075

Small-group Contracts:  3,830,828



Decision Process

Small-group 
Formation

Repayment

Sorting Behaviors? |  Strategic Default?



Big vs Small Group Statistics

Average of … Big Group Small Group 

# Member 15 6

Default Rate 12% 22%

Shock Correlation
(Maximum % Members claims in each year)

0.32 0.47



Sorting into Small Groups

Borrower Type*

No Risk (0)

Risky (1) 

Group SD
0                              0.5

Sorting Random

*Assume risk type of borrowers is time-invariant due to data limitation



Sorting into Small Groups
SD big group - SD small group



Sorting into Small Groups
SD big group - SD small group



Sorting into Small Groups
t-test: SD big group > SD small group

Not sorting 35%
(Fail to reject H0)

Sorting 65% 
(Reject H0)

Significance Count Proportion

1% 283,810 0.45

5% 283,810 0.65

10% 283,810 0.75



Sorting into Small Groups
Preliminary Result of Regression Analysis
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