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Credit Accessibility of the Poor in Rural Thailand

Prayong Netayarak
e _ . __ __ __ ___ _ __ ___ _________

Executive Summary

Credit markets in rural areas of Thailand nowadays are varied in terms of parties
involved as well as types of credits available. Some loan contracts are lawful, whereas the
others are agreed on the basis of more personal relationship. In the credit markets, people
with any economic status can be a borrower despite the fact that some well-off people
have no need to do so. On the other hand, those with deprived backgrounds can find
themselves inaccessible to any sources of credits. There are also numerous types of
credits in the markets. For example, some of them are cash loans. Sometimes goods can
be purchased in advance and the buvers only need to sign their names to assure their
repayments later. Some goods are paid in installments. Even a piece of land can also be
used as collateral for a loan. The lender can utilize the land until the borrower can repay
the debts. In other cases, the wages of the employees or the prices of the products are
agreed to be paid before the pre-arranged date.

The implementation of government policies and other measures on the issue of
credit distributions, which involve lawful loans, have channeled additional liquidity into
villages via Bank for Agriculture and Agricultural Cooperatives, commercial banks,
special projects as well as other specific funds. The amount of which is likely to increase
every year. Yet the amount of credits received by the poor is still limited.

The fieldwork in eight villages and two slums showed that the concept of the
poor, considered from career opportunities and family burdens, in each village in rural
areas is different. There is only one village (excluding slums) with the ratio of the poor
less than 20 per cent of total households, Another five villages have the ratio of the poor
between 10 and 20 per cent, while the poor in the last village account for more than 20
per cent of their households. Although these villages have tried to set up their groups by
themselves and organized several projects, with the addition of funds from outsiders, the
benefits from participation, membership and loan distribution to the poor are still scarce.

Most of the poor in rural areas are the employees of a certain job throughout a
year. The amount of their wages can cover only daily expenditure. Their source of income
is also unpredictable. Therefore, it is unavoidable for them to borrow in the time of
difficulty. Although there are several sources of credits, the main ones derive from their
relatives or some local shopkeepers that are familiar with the borrowers. Most lawful
loans, largely from public sectors, are not very helpful. In some cases, it requires a long
period of time before the poor can actually receive the money.

Therefore, to enhance the benefits of the lawful credits for the poor in rural areas,
these people should obtain the assistance from the government in forms of consumption
loans, educational welfare, free medical care and some grant aid for the disabled.
Furthermore, the government should also provide low-interest or non-interest loans for
the small investments as well as some advice and information on how to develop a new
career or how to improve the performance of their current jobs.
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