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The objeftives of this stud.)r are 1) to identify the fonnal and ti1fonnal sources of

fmancing rot businessesl in the fruit and vegetabJe processing industry in Chiang Mai Province; 2)

to analyze tI1(: decision-1 making process of lenders in approval of loans and cr~dit ; 3) to examine

the factors t~at influencct the decision of business owners in their selection of s~ces of fmancing;

and. 4) to ~ll~termine t~e relationship between formal and informal so~ of financing for

businesses 9 the fruit atid vegetable processing industry.

The data ~ in this study were collected by random survey fr4tn 67 businesses in

the fruit and r,'egetab]e processing industry .The five largest commercia] banks in Thailand and The

Industrial F~.ance Corp<tration of Thailand were surveyed as well to represent the font1a1 financing

sources

This stu4y used descriptive statistics to analyze the general ihrornlation on the

sources of tinancing f,r businesses in the fruit and vegetable processing I ~ndustry Multiple

regression ~,ilysis ~asl then used to examine the relationship between the f<1>hnal and infonnal

sources off~.mcing.

It was dfennined that 85.18 percent of small business owners in the industry

borrowed cat,ilta] from bfth formal and informa] sources offmancing. The ave~ge loan ratio when

they started t~leir busin~ses was 40.30 percent from fonnaJ

.i
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sources and 8: .10 perc~ from informal sources. During business expansion. it iwas determined that

I

the loan ratio changed Ito 33.70 percent from fonnal sources and 27.30 petcent from infOrnlal

sources.

It was d~tennined that 92.50 percent of medium sized busin~s oV.'I1ers borrowed

capitaJ from !)Qth fonna.1 and infoffi1al soW"ce of fmancing. For these businesses, loans at the start

were 48.90 pc:rcent &o~ formal fmancing sources and 3.60 percent from infonna] sources. During

business exp,msion, it tas detennined that the loan ratio changed to 33.90 ~ercent from fonnal

sources and /~ 1.40 p~rce~t from informal sources

For the f~nnal sources of fmancing, lenders consider a business owner's -ability to

repay their l(),m as of greatest importance.

The most! influential factor for business owners in their decision relative to seJectioD

of a source of financing y..as interest rate.

Regarding the relationship between the forma! and informal s<!>urces of fmancing

and other im':lort4nt fact(j)rs re1ated to the business, it was detennined that if a sttta11 business owner

had only a sl1rLall quantitjy of capital at the start then a large percentage of that capital came from

formal souro:':~. This IW~ due in part to the higher interest rate for loans from informaJ sources such

iends or infonnal moneylenders. When a small business expan~ the capital fromrelatives

fOn1)aI loans increased With the amount of registered capital. Business expansipn that did not use

foffi1: loans used fman4ing fi-om infonnal sources, accwnulated profit and additional investment

by the owner

Relative tb the relationship between the fonnal and infonnal SQurces of fmancing

and other important factQrs related to the business, it was detennined that ownets of medium sized

businesses used infonT1a11loans much more thah their own capital and their partnership funds. But if

fmancing frollrl jnfonna] $ources had high interest rates then they borrowed fro~ fonnaJ sources of

financing. When a mediUm size business expanded, the capital from fotmallOOJ1S increased with

the amount of the registCred capital and operating finances. Business expansi~ that did not use

fomlaJ loans used financ!:ing borrowed from informal sources, partnership ruqds, and additional

investment by the o~erS


