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Abstract

This paper uses a structural model to understand, predict, and evaluate the impact
of an exogenous microcredit intervention program, the Thai Million Baht Village Fund
program. We model household decizions in the face of borrowing constraints, income
uncertainty, and high-yield indivisible investment opportunities. After estimation of
parameters using pre-program data, we evaluate the model’s ability to predict and
interpret the impact of the village fund intervention. Simulations from the model
mirror the data in yvielding a greater increase in consumption than credit, which 1s
interpreted asz evidence of credit constraints. A cost-benefit analysis using the model
indicates that some households value the program much more than 1ts per household

cost, but overall the program costs 20 percent more than the sum of these benefita.



