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~ Abstract

The three Objectives of A Study on Financial Sources and
Credit Markets in Small Scale Industries in Chiang Mai Province
are ; 1) to study the formal and informal credit markets of small
scale industries 2) to study factors determining crediﬁ received
from formal and informal credit markets 3) to study the relation
of industrial type to the opportunity of borrowing

The data for the study were gathered from a structured
questionnaire survey of 80 entrepreneurs and structured interview
of 5 lenders in the informal credit markets. The quantitative
analysis was carried out by wusing logit analvsis and the
qualitative analysis by using industrial organization theory,
economic information, transactions costs, opportunity costs of

fund and risk premium.



The study found that thé external financial source for
establishing firms in the small scale industry in Chiang Mai from
formal and informal credit markets were not  significantly
different. Most of formal credit markets are from commercial
banks. The informal sources of fund were from family and
relatives. The financial source for operating fund were mostly
from the formal maket which was the commercial hanks.

By using logit analysis the variable factors explained the
credit received when establishing firm were market, raw material
source, experience of the entrepreneur and status of the firm.
And for the operaking fund, the factors were market, raw material
source, status of the firm, the ratio of net worth to total
liabilities and the resident of entrepreneurs hut the industry
ty¥pe are not significant.

The analysis of informal credit market for small scale
industry found that it was imperfect competition market. The
loaners have collusive behaviour in exchanging information about
borrowers and determining the interest rate in the form of non~
stricted cartel.The interest rate was determined hy the first and
second degree price discrimination technique., Tt was also found
that the debt enforcement were done by hoth loaners and borrowers

and mainly by social process.



