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Abstract

The objectives of this study are : 1) to investigate the formal and
informal financial sources for construction businesses, 2) to analyze ienders
decision making process in approving construction loan and credit, 3) to examine
the factors inﬂuéncing the construction "business owners decision on the type of
financial sources, and 4) to investigate the relationship between formal and informal
financial sources for construction business.

The data used in this study were collected from a random survey of
90 construction business owners. Five largest commercial banks of Thailand were
used to represent the formal financial sources.

This study uses descriptive statistics to analyze the general
information on financial sources for construction businesses. Multiple regression
‘analysis is then used to examine the relationship between the formal and informal
financial sources.

It was found that 96.7 percent of construction business owners rely
on both formal and informal investment loans . The borrowing ratio ranges between

10 percent to 100 percent.



Construction loans provided by informal financial sources are based
mainly on the reputation of the owner of construction business. As for construction
loans provided by commercial banks ,formal financial sources, the lenders consider
the competence of borrowers to be most important. The borrowers, on the other
hand, consider interest rates to be most important in choosing between formal and
informal financial sources.

As for the relationship between formal sources, informal sources, and
other factors it was found that the amount of formal lending tends to have an
inverse relationship with the amount of funds from accumulate profits, own funds
and funds from informal sources. The amount of formal lending tends to vary in the
same direction with interest rates on loans provided through friends (informal

- sources).



