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Efficiency and Effectiveness of the Village and Urban Community fund

in Low Income Provinces
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Abstract

The research objectives were 1) to explore the financial situation of Village and Urban
Community fund (VF) in low income provinces, 2) to examine the financial efficiency of VF,
3) to compare the substitution between VF with other relevant funds, 4) to study the
effectiveness of VF on household income and consumption, and 5) to recommend the
microfinance policy for improving the efficiency of VF. The research methodology
comprised 1) a survey method which collected data from VF in Supanburi, Chiangrai,
Kalasin, and Phatthalung 2) a descriptive statistics which explained the primary and
secondary data 3) a financial method which applied the financial statements and ratios, and 4)
the econometric method which consisted of ordered logistic regression model, and multiple
regression model.

The results showed 5 major findings. Firstly, the VF in those provinces had some
satisfiable profits during the past periods. Secondly, the result of financial efficiency of all
VFs stated that most financial ratios were more than 1%. This meant that financial efficiency
were satisfied. Thirdly, the VF was a substitution good comparing to the credit from Bank for
Agriculture and Agricultural Cooperatives (BAAC) due to the cross price-elasticsity of
demand was positive. Fourthly, the credit amounts of VF did not have an impact on debtors’
income of village fund. In contrast, such amounts had an impact on the consumption status of
the ones. That is, the increase in credit amounts of village fund will enlarge the opportunity of
changing in consumption status; from lower comsumption to more consumption. Such one
will also decrease the opportunity of debtors’ saving. On the other hand, that village fund did
not have any effect on the debtors’ asset. Fifthly, the VF debtors who were educated, got
spouse, belonged to land, belonged to gold, and obtained the gold heritage had more
particular chances than others for changing thier economic status. This result led to the
efficience model of VVF in the future.
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