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ABSTRACT

This study has the objectives to perform the analysis on the longitudinal change in the
performance efficiency of credit unions in Northern Thailand, to discern the factors contributing
to such inter-temporal efficiency change, to understand the problems encountered by the credit
unions in their operation, as well as to arrive at some recommendations for solving the problems.
Its focus was to pool the time series and cross-section data during 2007-2011 into the form of
panel data set for the analysis using Malmquist Productivity Index, Fixed Effects Panel Tobit
model, and descriptive statistics.

The findings revealed that over the five years period from 2007 to 2011 the technical
efficiency on the average was changing on the decreasing trend while the technical change was
improving. However, the total productivity appeared to grow deteriorating as it is mathematically
the product of technical efficiency change and technical change. The worsening total productivity
was attributable to the lack of improvement in organizational management in most credit unions
under study.

From the investigation concerning factors affecting the longitudinal change in the
operational efficiency of credit unions, it was found that the performance in terms of Total

Lending/Total Assets Ratio (LOAS), Return of Share Capital (PRSH), and Return of Total Assets



(PRAS) contributed positively to the degree of efficiency at statistically significant level. This
implies that the credit unions can improve their efficiency over time if they can manage to extend
more risk-free lending and are able to make greater profit. Meanwhile, the performance
indicators in terms of Deposit Received/Total Assets Ratio (DEAS) and Expenditure/Total Assets
Ratio were associated negatively with the inter-temporal change in the efficiency at statistically
significant level. This renders an implication that the more the deposits the credit unions accept,
the lower their efficiency become.

In the aspect of managerial difficulties faced by the credit unions, the study found most
serious problem to involve the members. Many of the credit union members were found to have
no knowledge and understanding about the organizational rules and regulations, lack their
discipline in making saving regularly, and often fail to repay loans on time. Therefore, it becomes
imperative for the credit unions to deal with these problems by organizing training sessions to
educate their members on the cooperative rules and regulations, and encouraging them to make
more savings particularly in the form of share capital. It is also advisable for the credit unions to
mobilize their working capital from share capital source rather than from members’ deposits
while giving their business priority to loans extension to members rather than investment in other

assets.



