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Abhstract

Lenders may choose to encourage borrower sids contracting using group, or oo
signed, loans or discourage it using individual loans, so as to make relative performancs
comparisons. In this eontext wealth of the agents relative to outsiders, and wealth
mmcquelity ameng, potentiol jeint lichility partners, arce impeortont foctors determining
the choice among loan contracts. In a related model of whether to borrow, higher
covariance of raturns mitigates an edverse salection effect. We test these models 1=ing
relatively rich data gather=d in field research n Thailand. The prevalence of joint
liability contracts relative to individual contracts exhibits a T-shaped relationship with
the wealth of the borrowing hauselold and increases with the wealth dispersion. The
likelilowd ol jolol-ldability bormowing incresses Lhe lower is Lhe probabilily of pooject
suceess, a direct affirmation of adverse selection. Higher correlation across projects
makes joint liability borrowing more likaly relative to all other alternatives. Strikingly,
mast of the resnlts disappesar if we do not condicion the sample according to the dictates
of the models, with selecticn into and across credit contracts.



