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ABSTRACT

The objective of this research is to study the patterns and the fomi:; of informal
money lending business and the uses of loans among the clients particularly in Chiang Mai
Metropolitan area. The method of study is to collect data by random sampling using questionnaires,
and to observe the samplings surveyed. The samplings are classified into two main groups, the
first group is comprised of 15 informal money suppliers or ‘lenders’, and the second group is
comprised of 170 informal money lending demanders or ‘borrowers’. The results of study are

presented as follows.

The informal money lending business is originated naturally in the money market
consistently with demand in accordance with different economic circumstances. The terms of
agreements and deals in informal money lending business are determined solely by lenders and
borrowers. Informal money lending business involves both short term and long term
borrowings/lendings , but most are of short term nature. For informal money lending business,
important factors contributing to the growth of lending include the high rates of return,
non-regulatory measures controlling the business, and no paper works involved. As for the
borrowers, insufficient services in the formal sector of money lending, higher flexibility in debt
payments, and confidentiality of borrowing are cited as important factors affecting demand.

The role of informal money lending business in Chiang Mai Metropolitan area has been



relatively important to the economy of Chiang Mai. This business is found to run along side
with several local business lines such as gold trading shop, antique trading shop, and

miscellaneous goods trading store.

As for informal money lending service providers, they could be classified
according to their general characteristics, type of business, and behavior in loan using of their
clients. It was found in this study that the most popular type of informal money lending and
lending scheme are day-to-day lending, and monthly lending. In addition, the study on the
behavior of loan spending includes details on sources and credit line, individual experience on
spending, and a relation of informal money lending source and purposes of use. It was revealed
that borrowing from the informal money lending is to use the loan to pay back old debt,
to spend as daily household expense, to maintain business cash flow, to support of medication
and children education’s expenses, and to purchase household facilities. However, in case of
housing and home improvement loan, money lending is proceeded through formal financial
institutions and loan companies. In addition, it is alse found that the reasons for the borrowers
to depend upon the informal money lending were: convenience and rapidness, be in time when

needed, no collateral needed , and the process of borrowing is not difficult.



