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Abstract 

Firms must access capital to remain in business.  Small firms have greater 
difficulty accessing financial resources than have large firms because of their 
limited access to capital markets.  These difficulties are exacerbated by 
information asymmetries between a small firm’s management and capital 
providers.  It has been theorized that many information asymmetries can be 
reduced through networks that link those in need of capital with those who 
can supply it. This research is about these relationships and their impact on 
the firms’ capital structure.   

This research has been limited to a sub-set of small firms, family firms.  I 
have collected data through a survey using a systematic sampling procedure. 
Both self-administered questionnaires and semi-structured interviews were 
utilized. The data analysis was based on the responses from two-hundred-
and-fifty-six small manufacturing firms in Thailand. Seemingly unrelated 
regressions (SUR), logistic regression, multiple discriminant analysis and 
Mann-Whitney U test were employed in the analysis. 

The hypothesis that firms apply a pecking order in their capital raising was 
confirmed although the generally accepted rationale based on poor access 
(and information asymmetries) was rejected.  Instead, at least for family 
firms, the desire to maintain family control had a significant impact on the 
use of retained earnings and owner’s savings.  

My results also indicated that while the depth of relationships had a positive 
effect on direct funding from family and friends, networks did not facilitate 
capital access from external providers of funds. Instead direct 
communications between owner-managers and their capital providers 
(particularly bank officials) mattered.  

A comparative analysis of small manufacturing firms in general and small 
family manufacturing firms revealed that there were differences between 
them in regard to their financial preferences, suggesting that family firms 
should be considered separately in small firm research. Further, the results 
of this research raise some questions about the appropriateness of applying 
theories directly from one research context to another without due 
consideration for  the impact of cultural influences. Through this research I 
have added evidence to the dialogue about small firms from a non-English 
speaking country by investigating the impact of networks on capital structure 
and the rationale behind family firm capital structure decisions.  
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1   Introduction 

1.0   Background to Small Firm Research 
 
Small firms1 represent a large proportion of total firms in the economy of 
almost every developed nation. Small firms are also considered to play a 
crucial role in growth promotion and poverty reduction (World Bank, 2004; 
Beck et al., 2005a) in less developed countries. Family-owned small firms 
comprise the majority of all firms in most nations, not simply the majority of 
small firms (Steier, 2009). The overall performance of the family-owned 
small firm is also essential to a country’s economic development. Family 
firms are also a prime source of employment growth in the United States and 
the rest of Western Europe, employing over 50% of the total workforce and 
accounting for about 40% of national income (Kets de Vries, 1996; Sharma, 
2004). This kind of business makes a major contribution to wealth creation, 
job generation and competitiveness (Westhead and Cowling, 1999). 

Despite the predominance of family firms (large and small) in the 
successful growth and development of national economies, most small firm 
researchers have not separated family firms from other small firms.  It is, 
consequently, difficult to establish which characteristics that have been 
associated with small firms generally can be applied equally to the distinctive 
unit of small family firms.  Whether they differ in their approach to decision 
making, in their rationale for undertaking business, in their management 
style or in any other way, is not well established. The research hypotheses 
developed for further investigation and presented here-in are, therefore, 
derived by-and-large from small firm research in general which has 
subsumed family firms into the greater whole of all small firms.  Where 
possible, theories or suppositions directly related to the unique nature of 
small family firms are also considered. 

 
All small firms, all firms regardless of size for that matter, need to secure 

adequate capital to continue their operations. A number of small firm 
researchers have concluded that accessing capital is one of the most serious 
problems facing small businesses (Hughes, 1997; Huang and Brown, 1999; 
Beck and Demirguc-Kunt, 2006). Limited access to financial resources 
forcing small firms to make onerous capital structure decisions are 
considered to be some of the most challenging and difficult issues 
confronting small firms (Van Auken, 2005). Given the importance of small 

1 In this thesis, I use the term “small firms” to denote small and medium-sized enterprises (SMEs). The 
Ministry of Industry, Thailand introduced the definition of small and medium-sized enterprises (SMEs) as 
firms with not more than 200 employees and fixed capital not more than baht 200 million. 
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firms as engines of economic growth and development, any financial 
constraints on their activities have repercussions beyond the small firm 
individually.  Thus the availability of external finance for small firms is a 
significant issue for policy makers around the world and presents a serious 
area of study for academics (Berger and Udell, 2006). 

Small firms differ from large firms in ways that can affect their ability to 
meet their need for finance. Small firm decision making is relegated, most 
often, solely to the owner-manager.  Small firms, then, are controlled by a 
single individual or, at most, a small coterie of individuals whose choices 
influence all aspects of the firm’s operations, performance and also 
development (Norton, 1990; Beaver, 2002). The entrepreneur’s control is 
also said to have an impact on the financial policies of small firms (Dreux, 
1990; Berger and Udell, 1998; Beaver, 2002; Gallo et al., 2004; Howorth and 
Moro, 2006).  Control, in this context, has a double meaning.  Control refers 
both to the actual decision making but also to the rejection of external 
influence. Debt funding provides the entrepreneur with greater control in the 
second sense than would external investors who, as owners, could have goals 
that were different from those of the entrepreneur and who would, in all 
probability, attempt to influence decision making or, at the very least, 
demand explanations for decisions made. 

Much of the literature in this area has acknowledged that small firms tend 
to rely on bank lending and other types of financial products rather than 
equity funding (Binks and Ennew, 1997; Berger and Udell, 1998; Howorth 
and Moro, 2006). The conflict that could potentially arise between owners is, 
therefore, one explanation for the decision by owner-managers to rely on 
debt rather than equity.   

These assertions about small firms in general are supported in reference 
to family firms in particular.  Coleman and Carsky (1999) claimed that more 
than 90% of family-owned firms relied on commercial banks for credit.  It 
has been suggested that family-owned firms would prefer using debt rather 
than equity as family members do not want to lose their control over the 
business (Dreux, 1990).  

Researchers examining financing for small firms have acknowledged that 
small firms often suffer from problems associated with imperfect or 
incomplete information when they seek new financing; they also lack access 
to public markets for debt and equity (Gallo et al., 2004; López-Gracia and 
Sogorb-Mira, 2008). Furthermore, Beck and Demirguc-Kunt (2006) found 
that small firms have little access to formal sources of external finance. The 
small business finance market is characterized by uncertainty and risk 
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regarding future conditions (Tucker and Lean, 2003).  Operating in a 
tentative situation with an absence of reliable business data and also a low 
likelihood of being able to present past performance information to capital 
providers, it is difficult for potential capital providers to evaluate future risks 
and returns. When the business is small, public information is generally not 
available and leads to the problems of asymmetric information (Chow and 
Yiu Fung, 2000).  

Baas and Schrooten (2006) asserted that reliable information on small 
firms is rare and costly for financial institutions and intermediaries to 
obtain. For example, in many instances the capital providers cannot exactly 
judge the actual abilities of the borrowers or the efficiencies of the operation 
(Beaver, 2002). Reliable information on small firms is seldom publicly 
available for potential capital providers (Baas and Schrooten, 2006). This 
can cause financiers to be unwilling to lend to small firms or to charge higher 
interest rates than would otherwise be the case. Hughes (1997) also noted 
that small firms were subject to more severe security conditions than larger 
firms. As a result, small firms have to rely on informal sources of financing 
or other fund providers (Institute for Small and Medium Enterprises 
Development, 2009). When small firms are seeking debt finance, they are 
required to provide relatively more security to offset the lenders uncertainty, 
creating even higher risks and difficulties in raising funds. These 
observations help to explain why small firms are inhibited from gaining 
external sources of institutional finance.  

The average small firm fails to meet the requirements of public listing and, 
as a consequence, cannot access public funding via the share markets even 
should they so desire (Maherault, 2004). The stock they do issue usually 
remains privately held by the owner(s) and/or their nominees (Beaver, 
2002) although in most countries restricted access to a few “qualified” 
external investors may be allowable2.  As a result such small firms face a 
shortage of access to large tranches of equity capital for expansion and 
growth. 

Van Auken (2005) pointed out that owners of small firms often lack 
strong business skills and therefore have an unclear understanding of the 
process through which capital is raised. Other factors said to inhibit the 
growth and success of small firms are those related to the owner-manager’s 
competence. Small firms are often characterized by poor management, poor 
administrative skills, learning by experience or learning by doing, minimal 

2 Where private placements of securities are allowed, they are restricted in terms of the number, residence or 
other qualifications that are applied to potential investors.  
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technological skills, limited marketing skills and also a lack of access to 
government and institutional credit facilities (O’Brien, 1998; Lee et al., 1999; 
Freel, 2000; Institute for Small and Medium Enterprises Development, 
2009). Where there is a lack of management skills among owner-managers 
and where this is combined with unprofessional routines or activities in 
general, trying to raise financial support from institutional professionals is 
difficult if not impossible.  

It is not only poor management skills that have a crucial impact on a small 
firm’s capital acquisition but also the owners’ objectives that influence their 
financing decision. Van Auken (2005) suggested that an owner’s personal 
goals are primary factors influencing capital structure decisions in small 
firms. These personal ambitions also influence the organizational structure 
and the potential for the future development of the firm.  Thus the individual 
characteristics of the owner-manager, their personal foibles as well as their 
skills or lack thereof are a potential factor influencing the financing behavior 
of small firms. For example, the financing decision of family firms may 
involve a trade-off between family control and the pursuit of growth 
opportunities (Wu et al., 2007). 

The challenges that small family firms face are similar to those faced by 
small firms in general.  Information asymmetries encountered when raising 
funds are identical for both groups.  Family firms are not enthusiastic about 
releasing financial information, considering it private, creating difficulties 
for external capital suppliers trying to establish the reliability of data 
provided (Schulze et al., 2001; Chen et al., 2008).  Family firms given the 
desire for the retention of control, seldom consider public listing due to the 
resultant dilution of the family’s stakes in the venture (Poutziouris, 2001). 
For family firms, the preferences and goals of managers achieve greater 
significance in capital structure decisions than in those firms that are more 
widely held (Barton and Matthews, 1989 cited in Changanti et al., 1995). 

As with small firms in general, the organization of the family firm is very 
much influenced by the characteristics and competencies of the 
entrepreneurial owner-managers. Clearly, if a firm is poorly managed or 
where needed training is missing or learned on the job, it is likely that 
institutional investors would be reluctant to provide funding for expansion 
or growth.  That personal preferences also influence funding decision-
making by family firm owners as well as by those managing small firms in 
general, is supported by Gallo et al. (2004).   They found a “peculiar financial 
logic” from a sample of Spanish family firms. They concluded that family 
firms have a special financial logic of their own, although they failed to 
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determine the rationale behind the logic, presumably because it originated in 
the managers’ and owners’ personal preferences.  

Small firm owner-managers also have a multitude of reasons for being in 
business.  Their “peculiar logic” may be as simple as having goals outside 
growth. They may find success, for instance, in feeding the family, 
maintaining the firm in family control, supplying the needs of the 
community, etcetera.  All of these would lead to a financial logic less 
amenable to the strictures of capital suppliers. 

For all these reasons, small firms face what has commonly been deemed a 
finance gap in their access to capital.  Policy makers, recognizing the 
economic role of small firms have instituted programs encouraging the 
provision of outside equity (Berger and Udell, 2006) in order to overcome 
this gap in available funding. Whether these programs work or not may be 
due, in part, to the attitudes of the small firm owners toward external 
ownership.  This would be likely to be an even greater problem among small 
firms where ownership has been handed down through generations, i.e. for 
family firms. The point to be made here is that family-owned small firms 
operate under a different set of financial constraints than do larger firms and 
these constraints must be understood if the development of family firms is to 
be encouraged. 

Owner-managers and or entrepreneurs in small firms have numerous 
interactions with a variety of stakeholders such as providers of capital 
(creditors and investors), their suppliers, customers as well as social and 
government agencies. Focusing on sources of finance, Carter and Jones-
Evens (2000) pointed out that the principle sources and options for small 
firms in raising finance are: 

 
1. Owner (s’) capital which including directors’ loans, family and 

friends - often referred to as internal equity; 
2. External equity and debt finance which including venture capital 

providers, the banks and commercial banks, government schemes 
both local as well as national; 

3. Arrangements for leasing, hire purchase, trade credit, suppliers, debt 
factoring, grant and soft loans. 

The relationship between small firm owners as customers and the bank or 
other potential capital providers could be essential for accessing finance.  A 
number of empirical studies have investigated the benefits of small firm-
financier relationships. For instance in the United States, Peterson and 
Rajan (1994) found that the primary benefit of building close ties with 
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institutional creditors is that the availability of financing increases. Since the 
small firm spends more time in a lending relationship, the availability of 
finance from institutions increases. In the bank-based financial system of 
Germany, Lehmann and Neuberger (2001) found that strong lending 
relationships between small firms and banks play an important role. From 
their survey, the relationship and interaction variables are shown to affect 
loan prices, collateral and especially credit availability. Regarding 
information asymmetries that act as a crucial contributor to difficulties in 
the acquisition of finance to small firms, Beaver (2002) suggested that one of 
the principle mechanisms for coping with the imperfection of information 
asymmetry in practice is to develop a close working relationship between 
borrower and lender. In addition, small firms with longer banking 
relationships have been shown to pay lower interest costs and have lower 
collateral requirements than those with shorter term relationships (Berger 
and Udell, 1995). A study of the factors associated with bank switching in the 
U.K. reveals that small firms are tied into their current bank relationship 
because of difficulties in transmitting accurate information about their 
performance to new banks (Howorth et al., 2003). Additionally, Binks and 
Ennew (1997) also assert that small firms and banks could benefit from 
closer more informed relationships. Developing their relationships is 
principally based upon communication and the exchange of business 
information.  

Small firms should not only build good relationships with commercial 
banks but should also have relationships with other providers of funds such 
as trade creditors and/or suppliers, friends and other informal sources of 
capital. Focusing on their sources of funds, it is evident that building 
relationships or networking with funding agencies are paramount, given the 
need of small firms to obtain capital at as low a cost as possible. It would 
appear then, that entrepreneurs or owner - managers should develop good 
relationships with their capital providers in order to improve access to 
suitably priced sources of funds. Networks and relationships which are a part 
of the social capital of entrepreneurs may be useful in facilitating greater 
access to finance.  

Research into small firm financing practices, whether family owned or 
not, has been dominated by an interest in developed countries where most of 
the evidence has been gathered. That is, the examination of how networks 
and relationship development has helped small firms obtain capital when 
required has been undertaken, where it has been undertaken at all, within a 
western context.  Its applicability to small family firms has been a natural 
extension as these, too, are thought to need access to finance for their 
sustenance. This work will be further elaborated upon in this thesis.  I will 
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also examine the impact of such relationships on the capital structure of 
these firms but in a South-east Asian context. 

The utilization of relationships and networks between small family firms 
and their capital providers in Thailand are worth studying for at least two 
different reasons. First, it would be useful to determine how relevant the 
findings of western academics concentrating on western businesses are in 
another environment; particularly when that business environment is known 
to be strongly influenced by cultural traditions that differ from those in the 
west.  It seems there is very little knowledge about distinctive relations 
between Asian family-owned small firms and their capital providers.  

Exploring different types of the financial systems supporting the 
predominance of family-owned small firms in developing countries will add 
to our knowledge base about family-owned small firms in general.  This 
research is also attractive as Asia provides a fertile ground for furthering our 
understanding of family-owned firm interactions with the market.  The 
selection of Thailand is particularly appropriate as Thailand is one of the 
strongest economies in the region (Dixon, 2000). The Thai government, too, 
sees small firms as a significant factor in maintaining economic growth for 
the future.  As a consequence, understanding capital accessibility within 
family firms in Thailand is important in that it has a potential to affect the 
whole economy of the country.  

 
The second reason that it is worth studying networks and relationships 

among Thai family-owned small firms is that, unlike the family-owned small 
firms in developed economies, Thai family-owned small firms have many 
specific financing characteristics peculiar to themselves. The social structure 
in Thailand, its culture, norms and the significance of social 
networks/relations as well as a reliance on patronage are likely to play a 
significant role in financial practices. These sorts of factors are viewed as 
potential indicators of preferential access to sources of finance that are 
prominent in emerging economies (Charumilind et al., 2006). The 
interaction between family members and also family relationships within 
their businesses tend toward conciliation and compromise rather than 
confrontation. Thai’s are generally concerned about their senior family 
members, a trait reflected in their business operations.  It is possible that 
this, too, may cause differences in the way owner-managers access capital as 
their consideration for the viewpoint of their seniors may limit their freedom 
to manage their firm as they believe appropriate. 
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1.1   Statement of Research Problem 

Financial policy and capital structure decisions of small firms are major 
areas of policy concern. Researchers have suggested that the maintenance of 
sufficient capital, or at least the ability to secure that capital when needed is 
important to the success of the business (Cassar, 2004; Kyereboah-Coleman, 
2007). Additionally, an inability to secure capital as required is considered 
one of the primary reasons for business failure (Van Auken and Neeley, 
1996; Everett and Watson, 1998; Coleman, 2000).  In addition, much of the 
work, predominantly on the failure of small firms, has identified financial 
leverage as a main cause of decline (Storey et al., 1988; Michaelas et al., 
1998; Lowe et al., 1990).  

Many theoretical and empirical studies of capital structure have been 
carried out, for example, in the UK (Jordan et al., 1998; Michaelas et al., 
1999; Hall et al., 2000; Poutziouris, 2001; Hussain et al., 2006), the US 
(Coleman and Carsky, 1999; Levenson and Willard, 2000; Gregory et al., 
2005), Australia (Romano et al., 2001; Cassar and Holmes, 2003; 
Fitzsimmons and Douglas, 2006; Watson et al., 2009), Canada (Thornhill et 
al., 2004), Netherlands (Hall et al., 2004; Degryse et al., 2012), Spain 
(López-Gracia and Sogorb-Mira, 2008) and Sweden (Cressy and Olofsson, 
1997b; Berggren et al., 2000; Örtqvist et al., 2006). According to those 
studies, the main approach adopted is hypothesis testing formulated in order 
to examine the relationship between firm characteristic variables and the 
means of financing chosen. Most studies of capital structure usually utilize 
total debt ratios and debt to equity ratios as dependent variables. Ou and 
Haynes (2006), however, employ equity capital as a dependent variable 
which is rarely done. The potential factors affecting capital structure that 
have been used as independent variables have been established by consensus 
among researchers. From consideration of the previous empirical work 
examining factors affecting the capital structure of small firms it becomes 
clear that profitability, size, tangibility (asset structure), non-debt tax 
shields, expected growth, family control, age and possibly industry are, 
prima facie, likely to be related to capital structure in western, developed 
countries (e.g. Berger and Udell, 1998; Michaelas et al., 1999; Hall et al., 
2000; Cassar, 2004; Hall et al., 2004). 

Less work has been done on the factors affecting the capital structure of 
firms in developing countries, although a few studies focused on small firms 
have been undertaken.  For example, Klapper et al. (2006) examined the 
issue in Poland; Nguyen and Ramachandran (2006) in Vietnam and Abor 
and Biekpe (2007) in Ghana. These authors have indicated that the 
theoretical constructs developed by researchers based on an examination of 
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small firms in western developed nations do not necessarily apply in less 
developed ones.  Small firms in developing nations operate in very different 
environments politically, socially and economically. Consider the legal 
apparatus governing firm operations. The quality (i.e. the efficiency and 
integrity) of the legal system as well as legal protections offered investors are 
powerful determinants influencing capital structure choice (La Porta et al., 
1998; Demirguc-Kunt and Maksimovic, 1999; Demirguc-Kunt and 
Maksimovic, 2002; Fan et al., 2004). Countries viewed as more corrupt tend 
to have firms that are more levered and that employ more short-term debt 
(Fan et al., 2004).  To be able to rely on the repayment of long-term debt, 
investors must be able to depend on contract enforcement through the legal 
system. Greif (1993) found that in developing countries where the law of 
contract is often inadequate, informal relationships can substitute for the 
courts in allowing deals to be made.  These institutional conditions vary from 
one country to the next.  Much remains to be understood about the impact of 
different institutional conditions on capital structure choices (Booth et al., 
2001). 

Determining whether these findings can be extrapolated to family-owned 
small firms, whose owners may have different goals and procedures for 
accessing capital than have those of small firms in general is an issue that 
must be considered by policy makers in countries where family firms are 
predominant.  Understanding how family-owned small firms are financed 
and how their owner-managers access finance are, thus, crucial questions.  

A number of factors likely contribute to the financial difficulties faced by 
family-owned small firms as they do to small firms in general.  Information 
asymmetry is one of these.  It is a result of difficulties owner-managers have 
in communicating about and promoting their own businesses rather than the 
level of their professionalism in management. Established networks that 
overcome some of the problems of information asymmetry give owner-
managers access to vital resources, especially finance (Dubini and Aldrich, 
1991). Networking activity improves small firm-banking (and others funding 
agencies) relationships (e.g. Fletcher, 1995; Binks and Ennew, 1997; 
Mizruchi and Stearns, 2001). However, problems of information asymmetry 
alone might not fully provide a rationale for the capital structure used by 
small firms. While there is a significant body of research focusing on the 
determinants of the financial behavior of small firms, only a restricted body 
of that research has focused on family-owned small firms, and the factors 
affecting capital access and capital structure of these firms (Beaver, 2002). 
Little is known about the specific impact of relationships between 
entrepreneurs running a family firm and their funding agencies although, it 
has been suggested that these relationships provide a positive benefit. 
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Therefore, the role of communication between small family firms and their 
capital providers can be identified as a key issue to be examined in the 
consideration of their ability to raise capital. 

Inconsistencies in the application of financial theory to small firm 
financial needs suggest that research on how social capital (i.e. social 
relationships and networks) affects family-owned small firm access to capital 
could be useful. It has been argued that when a good relationship exists 
between family-owned small firms and their capital providers, the owner-
manager should be able to understand how and why the capital provider 
makes certain decisions about financial support. Evidence about whether 
these relationships affect the capital acquisition strategies of owner-
managers or the capital structure patterns family businesses elect (if any) 
when making financial decisions is slender. The concept of social capital, 
which has been accepted as one of the most salient issues in social sciences 
(Adler and Kwon, 2002), is considered as a factor influencing capital 
structure in this thesis based on the work of a number of researchers (Cooke 
and Wills, 1999; Dess and Shaw, 2001; Bosma et al., 2002; Zhang and Fung, 
2006; Fung et al., 2007) who have, collectively, determined that firm 
performance is influenced by social relationships. A limited amount of 
research has examined the influence of relationships on capital structure for 
firms in Thailand. Of those directly dealing with social capital and capital 
structure, one dealt with social capital and export businesses (Theingi et al., 
2008) while the other (Wiwattanakantang, 1999) dealt with relational 
factors affecting capital structure among listed firms. More research is 
needed to investigate the effect of social capital on capital structure among 
family firms and to determine whether it would be fruitful to facilitate the 
use of social capital among family-owned small firms.  

It is generally accepted that the small family firm’s owner-manager plays 
a central role in the firm and there is usually little or no separation of 
ownership and control. Moreover, owner-managers or entrepreneurs who 
are running small family firms handle the majority of the decision making in 
the firm with at most one or two close advisors. This includes approaches to 
raising money. The potential link between entrepreneurial characteristics of 
family firm owner-managers and their external relationships, networks and 
capital acquisition strategies is a central research question for this thesis. 

 To sum up, among many factors from financial theories that can 
influence the capital structure decisions for small firms, social capital 
represents a means for small firm owner-managers to alleviate the problems 
associated with information asymmetry.  Consequently, an owner-manager’s 
networks (social networks), their interpersonal relationships and personal 
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connections as well as the existence of trust between the owner-manager and 
capital providers may represent a significant factor in their ability to get 
access to and obtain adequate capital. While the problem of information 
asymmetry cannot be eliminated, it can be reduced and the nature of the 
relationship between family firm owner-managers and their capital 
providers may also be significant in this context (Binks and Ennew, 1996; 
Beaver, 2002). That is, the capital constraints that exist among small firms 
generally, as well as the solutions found to circumvent these problems, also 
impact on family-owned small firms. Whether they do so to a greater or 
lesser extent is yet to be examined. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 1.1: Scope of the Research 
 

I have focused, in this thesis, on the investigation of how financing is used 
in family-owned small firms. I intend to make a contribution to academic 
discussions on capital acquisition and structure in small family firms, 
particularly in regard to factors affecting capital structure. Therefore, the 
emphasis is on the conceptualization of small family firms’ capital structures 
(the end point in Figure 1.1), given the networks and connections they have 
that are said, by various researchers, to contribute to the capital acquisition 
decision. The diagram offered in Figure 1.1 outlines the scope of this 
research. Factors that lead to the capital structure used in a family firm have 
been reviewed given our theoretical understanding of capital structure 
provided through a thorough review of the finance literature. Much of that 
discussion focuses on the capital that can be accessed, as briefly mentioned 
above.   A potentially influential factor that is examined extensively in this 
thesis is the contribution of social and professional networks to capital 
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access (set apart in grey in the diagram above). Characteristics associated 
with the family firm, particularly the ownership structure of the firm but also 
things such as the personal preferences of the owner-manager and their 
business goals may also influence the capital structure decisions made by 
owner-managers. It is these various factors that contribute to the decision 
making process and that ultimately lead to a given capital structure in the 
family firm.  Figure 1.1, then, recaps the overview just given of the main 
issues raised in prior research leading to my statement of research purpose 
and research questions. 

1.2   Research Purpose and Questions 

Research Purpose 

The purpose underlying this research is to investigate whether there is an 
impact of social networks and interpersonal relationships on access to 
capital among family firms as predicted by much of the western 
entrepreneurship literature (see Chapter Two: Theoretical Reviews).  That is, 
I wanted to examine the potential factors determining capital structure 
choices that may have resulted from interpersonal relationships. As stated 
above, this thesis was undertaken to resolve questions about access to capital 
among small family firms. To do this, I examined the actual capital 
structures of family firms in Thailand (a snapshot in time) determining what 
was done in practice. By focusing on Thailand, where social relations are said 
to significantly impact on business relationships (Theingi et al., 2008) and 
where the majority (62 to more than 80%)3 of small firms are family 
businesses, I have an ideal laboratory for my investigations.   

Research Questions 
 
The research questions that became the focus for this research project follow. 
  

1. Do social networks and interpersonal relationships affect a Thai 
family firm’s access to capital? 
a. If owner-manager managing family firm make use of social 

networks and interpersonal relationships to access financial 
resources, how do they do so? 

b. If interpersonal relationships affect capital access, what is the 
impact of this on the consequent capital structure of the small 
family firm in Thailand? 

3 Claessens et al. (2000) show that 62% of Thai firms are controlled by families. Apisakkul (2013) reported 
more than 80% of the firms in Thailand were started and operate as a family business. 
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2. If social networks and interpersonal relationships do not affect a 
Thai family firm’s access to capital, what explanations can be found 
for a result that counters the prevailing academic perspective? 
a. Are there significant differences between small firms in general 

and family firms specifically? 
b. Are there significant differences in cultural environments 

between western small firms (including family firms) and those 
in south-east Asia?  

To explain these research questions further, if social networks and 
interpersonal relationships had an impact on or were used as tools to gain 
access to capital in Thailand, I intended to investigate how they were 
utilized.  I also anticipated measuring the consequences of relying upon 
social networks in terms of patterns of financing used among Thai family 
firms. 

 The flip-side of this examination was the possibility that social networks 
and interpersonal relationships had no impact or only a limited impact on 
family firm access to capital in Thailand.  In that case, I intended to suggest 
other factors that influenced or drove capital structure decisions.  
Additionally, I would examine whether explanations outlined as research 
questions 2a or 2b were adequate to explain the differences in my research 
findings and those of previous investigators. 

1.3   Small and Medium Sized Enterprises and Family Firms 
 
The crucial role small firms play in every economy was presented in the first 
paragraph of this thesis. Small firms form a large part of the private sector in 
many developed and developing countries (Beck and Kemirguc-Kunt, 2006). 
Typically in developed countries, small and medium-sized enterprises 
(SMEs) account for more than 90% of all firms. In the U.K. small firms 
together accounted for 99.9% of all enterprises, 59.2% of private sector 
employment and 51.5% of private sector turnover (Department for Business, 
Enterprise and Regulatory Reform, UK, 2008). According to the Institute for 
Family Business, in a report published by Institute of Family Business 
(2008), family firms account for 65% or 3 million of the total 4.6 million 
private sector enterprises in the UK economy. The vast majority of family 
enterprises in the UK are small and medium enterprises and 56% are sole 
traders with no employees.  Sweden provides another example of the 
importance of small firms in an economy. Of Sweden’s half a million 
enterprises, 99% are small firms (defined as having less than 250 
employees). These firms account for more than 60% of private sector 
employment in Sweden (European Commission, 2005). Looking further, 

13 
 



 

small firms employ approximately two-thirds of the workforce in 
industrialized countries (Baas and Schrooten, 2006).  
 

Small firms have a major impact on growth of economies not only in the 
west but in developing countries.  Economies in transition also recognize the 
important role of those firms. The economic contribution made by small 
firms and presumably of family-owned small firms as well, has been 
defended by a number of researchers (Sevilla and Soonthornthada, 2000; 
Wiboonchutikula, 2002; Bakiewicz, 2005). A report in the White Paper on 
Small and Medium Enterprises (2006) shows that small firms make up 
99.7% of all enterprises in Thailand and employ 60% of the total employed 
population. SMEs have been playing an important role in China’s economic 
reform and development and also have become a major player in economic 
growth in the Chinese economy (Wang, 2004). In Ghana, small firms have 
become an important contributor to the Ghanian economy. Abor and Biekpe 
(2006) pointed out that SMEs account for around 92% of businesses in 
Ghana, contribute over 70% to Ghana's gross domestic product and this 
sector provides 85% of manufacturing employment in Ghana. While in 
Vietnam, private SMEs hold a great potential for employment creation 
(Kokko, 2004). These are only a few examples that could be extended to 
include more from every land mass in the world. In conclusion small firms 
represent over 90% of all enterprises in both developed and developing 
nations. Small firms are vitally important because of their role as the main 
provider of employment in their countries.  
 

The definition of a ‘small’ firm changes from country to country but the 
expectations that are placed upon them do not vary much.  For example, 
most countries in Europe follow the EU definition proposed by the European 
Commission (2012) that applies three factors for classifying the size of firms 
include the number of employees, turnover and size of the balance sheet 
total. The standard SMEs definition by the European Commission (2012) is 
shown in Table 1.1. 
 
Table 1.1: The Classification of SMEs in Europe 
 

 Micro-sized Small-sized Medium-sized 
Employees Less than 10 Less than 50 Less than 250 
Maximum Turnover  
(million Euro) 

2 10 50 

Maximum Balance Sheet 
Total (million Euro) 

2 10 43 

Source: European Commission 
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Nevertheless while the definitions differ SMEs have one aspect in 
common; the vast majority of them are relatively small; over 95% of them 
employing less than 100 people (Harvie, 2004). Small firms are catalysts of 
economic growth and development everywhere (Harrison, 1994) and are 
supported by governments to varying degrees for this reason.  Thus it is 
important to understand what form of support can be expected to assist 
small firm development and what will hamper it.  
 

The use of the term ‘SMEs’ in this thesis is consistent with the formal 
definition and classification offered by the Ministry of Industry, Thailand. 
Therefore, the criteria for being considered an SME is based on the number 
of salaried workers and level of fixed capital. An enterprise is classified as an 
SMEs if it has employees not more than 200 and fixed capital not more than 
baht 200 million (approximately SEK 40 million). SMEs in Thailand are 
categorized into three sections: production, service, and trading (wholesale 
and retailing). Table 1.2 summarizes the classification of SMEs in Thailand. 
 
Table 1.2: The Classification of SMEs in Thailand 

 

Type 

Small Medium 

Employees 
Capital 

(million baht) 
Employees 

Capital 
(million 

baht) 
Production Not more than 50 Not more than 50 51-200 51-200 
Service Not more than 50 Not more than 50 51-200 51-200 
Wholesale Not more than 25 Not more than 50 26-50 51-100 
Retail Not more than 15 Not more than 30 16-30 31-60 

Source: Ministry of Industry, Thailand 
 

In this thesis the focus is on a sub-set of small firms, i.e. the family-owned 
firms (it is recognized that some family firms are large indeed. These are, 
however, anomalies among family firms in general). As already indicated, 
these businesses make a major contribution to wealth creation, job 
generation and competitiveness (Westhead and Cowling, 1999).  
 

To date, there is “no widely accepted definition of a family business” 
(Littunen and Hyrsky, 2000, p.41). Many researchers in the field avoid the 
use of clear definitions, maintaining that the classification of family firms is 
carried out on a case by case basis. As an alternative various authors have 
tried to describe rather than define a family firm in precise terms. In the end, 
Chrisman et al. (2005) stated that the definition of a family firm must be 
based on what investigators recognize to be the differences between family 

15 
 



 

and non-family firms. Lack of definitional clarity can be attributed to 
difficulties associated with differentiating family from non-family 
enterprises (Wortman, 1995 cited in Astrachan et al., 2002). Astrachan et al. 
(2002) mentioned that a definition of the family firm should be transparent 
and unambiguous in such a way that it can be quantified and functional.  
This would lead to other researchers being able to replicate and validate the 
work.  Therefore, a specific definition will be applied in this thesis. It appears 
that there is no clear definition given with regard to family firms in Thailand. 
They are commonly classified as small (not more than 50 employees) and 
medium (51 – 200 employees) enterprises (SMEs) and the majority of Thai 
SMEs are run by family members (Office of SMEs Promotion of Thailand, 
2009 and Institute for Small and medium Enterprises Development, 2009). 
As a result, in order to identify a group of family firms for this thesis I have 
taken into consideration only the number of employees (not more than 200 
employees) in line with the definition of family firms given below. 
 

I have adopted the definition of family firms proposed by Sharma et al. 
(1996), Chrisman et al. (1998), Chau et al. (1999), Birdthistle (2003) and 
Ibrahim and Ellis (2003), i.e. family firms consist of those SMEs where at 
least fifty percent of the business is owned or controlled by a single family 
group related by blood or marriage. Further clarification suggests, in 
addition, that a family firm is a business that is also governed and/or 
managed with the intention to shape and pursue the vision of the business 
held by a dominant coalition that is controlled by members of the same 
family in a manner that is potentially sustainable across generations of the 
family. I have selected this definition for my study because it places 
emphasis on not just a technical definition of family firms such as ownership 
or voting control, but, also psychological issues such as succession issues in 
the family. Family firms are likely to be managed differently from non-family 
firms. Firstly, the degree of family involvement is high given that at least fifty 
percent of the ownership is usually held by a single family group and family 
members are habitually involved in the operations of their business. 
Secondly, the majority of the power over strategic decisions and also voting 
control lies within the family. Lastly, owners of family firms are more likely 
to be concerned with transferring the business to the next generation of 
family members. 

1.4   Justification for the Research 
 

The current study is based on theories developed by western researchers 
examining the needs of small firms in the west. Many of their theories have 
taken hold in research in other regions without question.  The logic used is 
compelling and, as shown above, differences between small firm importance 
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in South-east Asia and western nations appears negligible. However, it 
should be noted that most empirical evidence comes from research into 
small firms in developed economies from English speaking countries and 
other developed economies such as those in the European Union. There 
seems to be a lack of evidence from non-English countries and developing 
economies. Most prior research conducted on capital structure has been 
developed in the large firm context prior to being transferred to SMEs. Such 
research has applied theories of ownership and control in order to establish 
how best to optimize capital structure for operational purposes.  There has 
been little research investigating the impact of networks and relationships on 
capital structure and acquisition despite these issues being as relevant in the 
large firm context as they are for SMEs.   
 

Theories about interpersonal relationships and small firm development 
(network theories) are consistent with the cultural/social milieu in Thailand. 
Therefore, the first research question suggested in Section 1.2 above (How do 
social networks impact financial access?) is warranted on the assumption 
that where interpersonal relationships are so integral to the social order, 
they will apply equally to business relations.  I have expanded the work of 
previous researchers by examining the social capital involved in the 
development of particular relationships – those directed toward and 
influencing capital acquisition through the use of networks and based on the 
characteristics associated with the owner-managers of family-owned small 
firms in Thailand.  
 

With regard to small firm financing and relationship building with their 
potential capital providers (banks and other sources of funds), only a limited 
number of studies on capital structure have been conducted on family-
owned firms. The primary purpose, then, is to discover how these 
relationships develop (if they do) and precisely how the relationship assists 
owner-managers in gaining access to capital.   
 

Again, if these networks are instrumental in easing access to capital as 
and when needed, determining how this impacts on the capital structure of 
small family firms becomes relevant as it may provide further insights into 
the strategies employed by managers.  Understanding the strategies 
employed by managers (e.g. pecking order versus trade-off theory) enables 
policy makers who wish to further the development of small family firms to 
do so with appropriate tactics. Alternatively, it may be the case that small 
family firms are, in the words of Vos et al. (2007), content with their current 
positions and hence not in need of assistance at all.  Should this be the case, 
it draws attention to a fundamental need to re-examine the entire concept of 
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the ‘finance gap’ which has been central to the small firm finance literature 
since the MacMillan Committee report in the UK in 1931 (Hutchinson, 1999).   
 

Should it be determined that social capital is not relevant in the Thai 
context, this leads to two possible responses. The first would be to question 
the applicability of western theoretical constructs outside of the region where 
these theories were developed.  Second, as the focus of the research here-in 
is on small family firms, not small firms in general and given that the 
research supporting the importance of social capital was developed in regard 
to the general small firm, it may be that family firms are sufficiently distinct 
from other small firms as to bring into question the common practice of 
compiling statistics on small firms without regard to ownership structure.  In 
either case, the lack of support for the use of social capital in the financing of 
small family firms in Thailand would be unexpected.  
 

In relation to capital structure, most previous researchers have focused 
on investigating and describing the factors affecting capital structure and 
acquisition in small firms. Their findings are mainly related to exploring and 
describing the practice of small firms in capital accessibility, the sources of 
capital, modeling capital structure decision making, financing preferences of 
firms and financial policy. Even though they provided much descriptive 
statistical data and empirical evidence on small firms’ capital structure and 
acquisition, it appears that there still are some gaps in the literature 
regarding the rationale behind capital structure decisions.  

1.5   Outline 
 

This thesis has been structured into six chapters.  
 
Chapter One - Introduction: used to introduce the research including 
research background, research problem, research questions, research 
purpose and justifications for the thesis.  
 
Chapter Two - Theoretical Review and Formulation of 
Hypotheses: used to present a review of the theoretical foundation 
underpinning capital structure theories in small firms as well as that relating 
to social network theory as it applies between small firms and capital 
providers. Two research hypotheses were formulated at the end of the 
chapter. 
 
Chapter Three - Research Method: used to discuss methodologies and 
research strategy to be utilized in this thesis. Population, sample group, 
sampling procedure and data collection tools are extensively described along 
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with operationalization of variables used in the analysis. This is followed by a 
description of statistical techniques to be applied, how interviews were 
undertaken and finally, and assessment of validity and reliability. 
 
Chapter Four - Results and Descriptive Statistics: the data collected, 
as described in Chapter Three, are summarized in this chapter. Response 
rates and an evaluation of non-response bias are presented and followed by 
descriptive statistics and interview results. 
 
Chapter Five - Data Analysis and Findings: An analysis of the data 
collected and the results of that analysis are included in this chapter.  
 
Chapter Six - Discussions, Conclusions, Implications and Further 
research: used to conclude this thesis starting with synopsis of this thesis, 
followed by discussions of hypotheses testing, theoretical implications and at 
the end providing my assessment of the implications of the research 
undertaken as well as suggestions for extending this research into the future. 
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2   Theoretical Review and Formulation  
of Hypotheses 

2.0   Introduction    
 

The basis for this thesis is in two primary fields of business literature: first, 
financial theory particularly as it relates to capital structure, secondly the 
extensive literature on entrepreneurship and management theories dealing 
with relationships and networks in business. In this chapter, the two fields of 
literature will be outlined in turn. Several factors are considered to influence 
the capital structure decisions of firms. Since the seminal work of Modigliani 
and Miller’ (1958) was recognized, a number of financial theories about 
capital structure have been used to elucidate the financing decision of firms. 
Theories have been based on agency costs (Jensen and Meckling, 1976), 
asymmetric information (Myers, 1984 and Myers and Majluf, 1984), the 
effects of taxes and costs of financial distress (Harris and Raviv, 1990; Harris 
and Raviv, 1991), product/ input market forces (Brander and Lewis, 1986), 
issues of corporate control (Harris and Raviv, 1988 and Stulz, 1988) and 
owners’ attitudes (Matthews et al., 1994). It should be noted that most 
capital structure theories have been developed to explain the capital 
structure of large firms and the question whether these capital structure 
theories apply to small firms is still a puzzle (Kasseeah, 2008). 
 

Within the small firm and entrepreneurship literature, a considerable 
amount of research has been devoted to the use made by owner-managers 
and entrepreneurs of external relationships and networks. These researchers 
claim that the development and success of small firms depends on their use 
of external relationships and informal personal networks (Uzzi, 1999; Zhou 
et al., 2007; Street and Cameron, 2007). The argument is that companies 
and specifically small firms participate in cooperative constellations due to 
their own weak resource base and the difficulties they have in developing 
their own capabilities. Because no single owner-manager has all the 
resources required by the firm, such as capital, these resources must be 
acquired from external sources such as suppliers, banks, government 
agencies, relatives and friends (Premaratne, 2001; Lechner et al., 2006). 
This point leads into the network approach to resource exchange theory and 
resource dependency theory (Thompson, 1967; Pfeffer and Salancik, 1978). 
In relation to this theory, networks are important for entrepreneurs because 
they are viewed as channels through which the entrepreneur gains access to 
the necessary resources, either tangible or intangible (Teece, 1986; Jenssen, 
2001; Hoang and Antoncic, 2003). Network and relationship theories 
provide a foundation for this thesis because the proponents of these theories 
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have suggested that interactions between owner-managers and other actors, 
in particular financiers or potential capital providers have a direct impact on 
the ability of small firms to access resources, particularly capital. 
 

The capital structure literature and the network literature delineated the 
boundaries of this research.  Both theoretical areas were used to assess what 
gaps existed within the literature and to determine what contribution might 
yet be made in the field. This chapter starts with the financial theory to be 
employed in order to provide a deeper understanding of the background 
believed to influence a small firms’ capital structure (Section 2.1 and Section 
2.2). In Section 2.3 to Section 2.6, I review the theoretical foundation 
relating to network and relationship theory. Social networks in an Asian 
context are discussed in Section 2.7. Trust, relationships and capital access 
are also discussed in Section 2.8. At the end of this Chapter (Section 2.9), 
two research hypotheses are formulated.  

Modern financial theory has been used by a growing number of 
researchers as a framework for studying the financing of small firms. The 
most common standpoint from which research into small firm finance has 
been carried out is that of agency theory which has led directly to the concept 
of a finance gap in access to funding for small firms, as will be shown below. 

Theoretical Background:                                                                 
Financial Theory Research Review 

2.1   Agency Theory 
 

Jensen and Meckling (1976) proposed that a business enterprise entails a set 
of agency relationships between numerous stakeholders such as business 
owners, managers, customers, suppliers, creditors, employees and the 
community. These relationships involve agency costs, which arise, for 
instance, from owners and managers as well as owner-managers and the 
suppliers of external finance (Romano et al., 2001). Agency issues arise 
when the agent and the principal have separate goals and ambitions (Jensen 
and Meckling, 1976).  
 

Agency problems are resolved when the capital providers use various 
types of protective covenants and monitoring devices (to monitor the 
behavior of the agent) so as to protect themselves (the principals) (Michaelas 
et al., 1998). From Jensen and Meckling’s agency theory perspective, agency 
costs exist because of the transaction costs involved in resolving the conflicts 
of interest between owner-managers and capital providers. The relative 
transaction costs will vary depending on the amount being borrowed. The 
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greater the level of asymmetry of information in regard to the activities of the 
firm, the greater the need for expensive solutions to the agency problem such 
as a more frequent need for monitoring (Michaelas et al., 1999). As a 
consequence, small firms appear to be charged higher costs of financing 
because of these recurring significant costs. These added costs are, by 
definition, part of the finance gap which simply states that small firms have 
unequal access to capital when compared with larger firms. 
 

To apply agency theory in the small firm environment, particularly in the 
family firm where owners and managers are one and the same (and hence 
can have no conflict in their goals), requires an extension of the 
principal/agent roles. The critical agency conflict in small family firms is, 
therefore, between these firms and their outside sources of capital. The 
agent, then, is classically an owner-manager or entrepreneur of a firm and 
the principal is the external capital provider. A particularly valuable 
contribution from agency theory then is that it is appropriate to examine the 
relationship between small family firms and their capital providers. Agency 
theory is adopted in this thesis in so far as it can contribute to an exploration 
of the rationale behind both party’s interactions. In the financing process, 
agency problems arise for the capital provider (principal) due to incomplete 
and/or asymmetric information. 

The Information Asymmetry Problem 
 

Most often small firm owner-managers possess superior information about 
the potential of their own business (Leland and Pyle, 1977; Stiglitz, 1984) 
compared with potential capital providers who know less about the firms’ 
prospects (Watson and Wilson, 2002).  Because small firms are not usually 
listed on a stock market, information asymmetries are intensified since there 
is little public information concerning past performance available to 
potential capital providers (López-Gracia and Sogorb-Mira, 2008). Families 
and friends, as they know the entrepreneur well, can assess the ability and 
integrity of the entrepreneur directly. As personal connections link these 
individuals to the entrepreneur, they have lower costs of acquiring necessary 
information about the firm and are more likely to be a reliable funding 
source than are the public markets for debt and equity.  It is comparatively 
more expensive for capital providers to obtain the requisite information 
about small firms than would be the case for larger listed firms (Pettit and 
Singer, 1985). The existence of information asymmetries mean that capital 
providers encounter a large portion of uncertainty when dealing with small 
firms. As a result, small firms regularly overcome the problem of information 
asymmetries by relying on those with few informational deficits, i.e. family 
members, close relatives and good friends (Birley, 1985; Brüderl and 
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Preisendörfer, 1988).  The provision of additional verified information to 
potential creditors or investors results in more transaction costs during their 
financing process. 

2.2   Capital Structure Theories 

2.2.1   Trade-off Theory 

A standard formulation of capital structure preferences is based on the 
trade-off theory.  This theory, again developed on the basis of research into 
large firms, suggests that corporations evaluate the advantages and 
disadvantages of debt and then make financing decisions with the intention 
to achieve an optimal debt ratio (Jensen and Meckling, 1976; Harris and 
Raviv, 1990). Thus, firms need to maintain a target debt-equity ratio (as a 
combination of debt and equity) in their capital structure.  Small firms, it is 
theoretically believed, are equally subject to leverage optimization 
maximizing the benefits of debt (Barton and Matthews, 1989; McMahon and 
Stanger, 1995) while maintaining a degree of leverage that is in line with that 
of their competitors.  There is, at least, some evidence that  small firms have 
some degree of preference for an optimal balance between debt and equity 
which, while different from that used by large firms, appears to be similar 
within small firm industry sectors (López-Gracia and Sanchez-Andujar, 
2007; López-Gracia and Sogorb-Mira, 2008).  That is, small family firms 
theoretically may set their financial policy guided by the trade-off between 
the benefits of debt finance (e.g. tax saving) offset by the likelihood of 
financial distress derived from debt (DeAngelo and Masulis, 1980). In 
addition, López-Gracia and Sogorb-Mira (2008) assert that greater trust is 
placed in small firms that aim at an optimum or target leverage and this is 
still true even when small firms take a long time to achieve this level. Despite 
the theoretical assertions, some empirical investigations of the trade-off 
theory in both the small (Michaelas et al, 1999) and the family-firm (Romano 
et al, 2001) environment did not find evidence to support this theory. It may 
be that the tax shield is not a significant issue or is less valuable for these 
small firms due to their relatively lower levels of earnings in most cases 
(Bhaird and Lucey, 2009).   

2.2.2   Pecking Order Hypothesis 
 
Myers 1984 pecking order hypothesis is supported by an analysis of the 
impact of asymmetric information on small firm fund raising (Michaelas et 
al., 1999). That is, if information asymmetries are accepted as a cause, their 
effect is described in the pecking order hypothesis. It is supposed that the 
business owner-manager has superior knowledge regarding the ‘true’ worth 
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of the business, in comparison with the capital provider (Allen, 1993).  The 
capital provider must expend energy in capturing the information required 
(which entails costs) to evaluate the request for financing.  Once the decision 
to provide capital is made, the capital provider bears higher monitoring costs 
than would be the case for a public company. The increased monitoring costs 
will lead potential capital providers to “demand an ‘unreasonably high’ 
premium on any funds advanced” (Watson and Wilson, 2002, p.558). 
 

Financiers, for these reasons, demand relatively high interest rate on the 
provision of debt to small enterprises. For the same reasons, equity in small 
unlisted firms would be undervalued by purchasers due to information 
asymmetries (Myers and Majluf, 1984). That is, new equity holders expect a 
higher rate of return on capital invested than is actually required given the 
real risks of the business. These arguments lead to external sources of funds 
being used only as a last alternative by small firm owner-managers. As 
external sources of funding are more costly to small firms than using existing 
internal funds, small firm managers elect to use the latter (Cassar and 
Holmes, 2003).  
 

Myers (1984) extended the work of Donaldson (1961) providing a 
theoretical underpinning for it.  Applied to Donaldson’s description of firms’ 
preferences for finance occurring in an hierarchical order Myers applied the 
term pecking order to it. Owner-managers are considered to rank different 
financial possibilities in the following way: (1) internally generated funds, (2) 
short and long-term debt, hybrid securities and (3) external equity provided 
by a new owner (López-Gracia and Sogorb-Mira, 2008). Likewise, the 
funding decision may be a matter of firms taking what they can get4. On the 
whole, according to Myers (1984), the observed order of preference (pecking 
order) is explained by market imperfections faced by capital providers and 
business owner-managers. It is influenced by the desire, on the part of the 
small business owner-manager, to minimize the transaction costs of capital 
acquisition (Romano et al., 2001). 
 

Although pecking order theory explains the observable behavior of firms, 
it defends that behavior on the basis of agency relationships, particularly 
information asymmetry (Fama and French, 2000). The capital structure of 
small firms, at least in part, may be explained by the pecking order 
hypothesis and problems of informational asymmetry; but, this does not 
fully provide a rationale for the capital structure used by small firms in the 
context of developing countries, where small firms face significant obstacles 
in accessing formal sources of funds (Claessens and Tzioumis, 2006; Beck et 

4 Alternatively, it may be that growth is not even desired and external funding unneeded (Vos et al., 2007). 
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al., 2008). Even in the west, Hussain and Matlay (2007, p. 487) “showed 
[that] owner-managers [in small firms] prefer[ed]...less intrusive and more 
'user friendly' financing options that allow[ed] them to remain in full control 
of their businesses”. Small firms’ owner-managers do not normally want to 
have their ownership claims diluted (Zoppa and McMahon, 2002; Van 
Auken, 2005). The explanation for the pecking order preferences among 
small family firms then, is more complex than that implied by Myers’ (1984) 
pecking order theory derived from an examination of corporate strategies. 
When it is considered in relation to the integration of management and 
ownership, as with family firms, and the desire to maintain control over the 
firm’s operations and decisions other explanations for these choices arise.  

One explanation for the capital structure decisions of small family firms is 
a reluctance to open up ownership to non-family members, thus explaining 
the low ranking of external equity in the pecking order theory (Chittenden et 
al., 1996; Jordan et al., 1998; Sirmon and Hitt, 2003; Maherault, 2004). An 
unwillingness to share ownership does not preclude the occasional need for 
external finance when, for example retained profits are insufficient for 
operations or growth.  The desire to keep family control has specific value to 
the individuals involved but creates conditions that limit a firm’s capacity to 
acquire permanent financial resources and as a result inhibits growth 
(McMahon and Stanger, 1995; Carney, 2005; Blanco-Mazagatos et al., 
2007). However, in accepting external equity, small firms owner-managers 
must be willing to cede some of their control over their business (Bhaird and 
Lucey, 2009). The dynamic small firm would have to choose between 
reducing its growth to keep pace with its internally generated funds or issue 
additional equity to private investors and lose some control (Chittenden et 
al., 1996).  Debt financing is an alternative to ceding control or issuing 
equity. Given corporate control considerations, owners’ attitudes toward the 
utility of debt as a form of funding as moderated by external environmental 
conditions (e.g., financial and market considerations) influence capital 
structure decisions (Matthews et al., 1994). The use of debt financing is not 
seen to open the door to loss of control by the original owner-managers. 

2.2.3   The Financial Gap 
 
There is a suggestion that small firms face a finance gap as a result of an 
imbalance between the cost of capital available to small firms and the price 
small firms are willing to pay for the use of that capital. The factors 
influencing this ‘gap’ can be viewed from ‘demand’ and ‘supply’ sides. The 
desire to minimize external funds due, possibly, to the desire to maintain 
independence has been suggested to be a crucial motive for family firms and 
affects the demand for external equity capital (Romano et al., 2001). On the 
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supply-side, funds are either not available to small firms or available only at 
a much higher cost than to large firms (Chittenden, 1996). Justifications for 
higher costs for capital for smaller firms have included many of those already 
reviewed, such as information asymmetry increasing the cost of debt and a 
lack of access to public equity (or debt) markets.  Small firm’s simply cannot 
meet the criteria established for those who want to trade in the public 
markets.  It is this lack of access to capital markets which resulted in the 
original use of the term “finance gap” by the MacMillan Committee in 1931 
(Hutchinson, 1995; Hutchinson, 1999).  The concept has, however, expanded 
somewhat to include the imbalance in capital access that is unwarranted.  An 
alternative definition of a ‘finance gap’ faced by small firms would reflect 
their unwillingness to pay over a risk adjusted rate for capital.  That they do 
is reflected in some research such as that by Holmes and Kent (1991) where 
small Australian manufacturing firms were found to be paying more for bank 
loans than were large firms after adjusting for risk.  This may, in part, be due 
to arrangement fees which banks charge regardless of the size of the loan but 
it does explain the unwillingness of small firms to seek external capital. 
 

Therefore, while agency theory (information asymmetry), the pecking 
order hypothesis and the finance gap defined as lack of access to the capital 
markets contribute to our understanding of small firm capital structures, the 
choices of owner-managers are probably further influenced by other factors 
as well.  

Theoretical Background:                                                            
Entrepreneurship Theory Research Review 

Entrepreneurship and management researchers have extensively reviewed 
the behavior of owner-manager’s under uncertainty and the factors that 
contribute to their decision making. The theories derived from this literature 
may also be useful in understanding their financial choices. As suggested by 
Binks and Ennew (1996) and Beaver (2002), the development of sound 
relations between capital providers and owner-managers can help to reduce 
the effects of information asymmetry. As a consequence, the application of 
social network theory is appropriate to a study of capital structure among 
small family firms. 
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2.3   Social Networks 
 
It has been widely accepted among entrepreneurship researchers that social 
networks are of utmost importance in entrepreneurial success since these 
networks give access to vitally needed resources such as access to 
information and advice, emotional support, endorsement and also financial 
capital (Granovetter, 1985; Burt, 1992; Ostgaard and Birley, 1994; Cooper et 
al., 1995; Jenssen, 2001; Hoang and Antoncic, 2003; Heuven, 2006). 
Networking is the process of connecting individuals through their bonding 
and commitment and the joint activities they undertake (Halinen et al., 
1999; Mainela and Phuakka, 2008).  Participation in networks can ease a 
small firms’ access to a broader pool of resources and knowledge than would 
otherwise be available to them; helping them to overcome size-related 
disadvantages (Szarka, 1990; Maillat, 1995). A web of networks also 
improves learning as well as information sharing possibilities (Kristiansen, 
2004). Networking is therefore seen as an activity of owner-managers who, 
by way of conscious action in the building, developing and maintenance of a 
set of social relationships, attempt to improve access to resources. 
Johannisson (1998) asserted that the ability to develop and maintain a social 
network is one means to entrepreneurial success. Social networks are made 
up of friends, relatives and acquaintances who provide support to SME 
owner-managers within a wider framework of shared norms and 
expectations (Mitchell, 1973; Szarka, 1990). Social networks can extend to a 
relationship with another firm based on well-established personal 
relationships between individuals (Lechner et al., 2006). 
  
 Many owner-managers, it has been suggested, make extensive use of 
personal interactions and informal contacts to gather business information 
putting them at the center of their own intelligence gathering networks 
(Birley et al., 1991). Le and Nguyen (2009) point out in confirmation of 
network and resource theories, that small firms become dependent upon 
their owner-managers’ social networks as a supplement to their own 
business resources. In this thesis social networks are defined as patterns of 
lasting social relationships between people.  Such networks are examined 
from the entrepreneur’s point of view. Social networks, as used in this thesis 
included ties with friends, family, relatives and with members of social 
associations and clubs as shown in Figure 2.1 below. 
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Figure 2.1: Social Networks 

It has already been stated that small firms in developing nations operate 
in very different environments politically, socially and economically from 
those operating in more developed economies.  The application of theoretical 
constructs directly developed under the auspices of one particular system in 
order to understand small firm decision making cannot be necessarily 
directly transferred to an understanding of similar firms in another system 
(Demirgue-Kunt and Maksimovic, 1999; Booth et al., 2001; Fan et al., 2012).   

 However, the role of networks appeared to be particularly relevant in the 
Thai culture, which tends to emphasize collectivism rather than 
individualism (Mattila and Patterson, 2004).  In Thailand, individuals are 
evaluated not only based on their own competency and social contribution, 
but also on the basis of their personal connections.  As a consequence ties 
based on family, relatives, or hometown connections are all important in 
Thai society. 

Social Networks and Resource Access 

Networks help spread knowledge of the small family firm’s existence and 
business practices to key stakeholders (Le et al., 2006). Key stakeholders of 
the family firm include all those who have an interest in it;  including the 
family, friends who have contributed in any manner (including those who 
have staked their own reputation to support the firms’ development),  other 
shareholders (if they exist), employees, directors (in those companies that 
have formally incorporated), suppliers, creditors, and customers. The 
relationship between all these parties is often described as consisting of cross 
benefits regarding information, commitment and legitimation (Pfeffer and 
Salancik, 1978). A good relationship will improve the quantity and quality of 
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information flows as both parties will have a better understanding of each 
other. When owner-managers and their capital providers, for example, share 
overlapping social networks, the difficulties in assessment of the 
entrepreneur’s integrity and reliability is ameliorated (Stuart and Sorenson, 
2005). This could be of considerable use when firms seek financial capital, a 
primary business resource.    

Many studies have found that small firms frequently rely on informal 
sources of finance before turning to formal sources (Winborg and 
Landstrom, 2000; Ebben and Johnson, 2006).  The “F-connection”, the 
reliance on informal funding and other support from friends and family has 
long been an accepted starting point for new ventures.  Relying on informal 
sources of funds when firms cannot get consumer credit or a commercial 
bank loans is common (James Jr., 1999). In case of the loans from family 
and friends, the terms of commitment typically depend on the nature of the 
relationship. This means that terms such as repayment rate, collateral 
demand and interest rates vary for each situation. While these sources of 
financing are often more convenient, accessible and in some cases cheaper 
than other formal sources of capital, informal loans may be characterized by 
high social costs.  Informal funding from family and friends may mean that 
these individuals expect to be more involved in the firm and in the 
entrepreneurs’ decisions than would a formal lender whose conditions, while 
less flexible, are pre-specified.   

The provision of resources by friends and relatives probably occur due to 
the close relationship held (Burke et al., 2010). The friends and family who 
engage in informal investments not only invest for financial reasons but for 
non-pecuniary motives. Riding (2008) asserts that these sources of capital 
providers may either trust the entrepreneurs and/or simply want to help 
them. Even when capital is supplied as a ‘loan’ there is often no written 
agreement between the parties.  Crevoisier (1997) defines the term 
‘proximity capital’ as funds that are invested in the form of equity capital or 
quasi-equity capital derived from individuals, firms or institutions that 
maintain sustained relations with the small firm’s management. 
Interpersonal trust, an issue to be discussed later, becomes a key element 
contributing to the supply of capital.   

Another early source of funding is bootstrapping.  Bootstrapping finance 
may be defined as small firms fulfilling their capital requirements without 
borrowing or raising equity from traditional sources but rather through 
borrowing resources from other persons or firms, sharing resources with 
others, absorbing competence from others, seeking out the best conditions 
possible with suppliers or trade creditors and buying used equipment instead 
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of new etcetera (Freear et al., 1995; Winborg and Landstrom, 2000; Van 
Auken, 2005). These bootstrapping methods and activities provide needed 
resources at low or no costs through connections or relationships with 
others. 

A firm’s reputation, image and legitimacy also influence their suppliers’ 
perceptions about the potential for payment default and their willingness to 
grant trade credit (Ebben and Johnson, 2006). When small firms have 
frequent interactions with or are in long term relationships with the same 
networks as their suppliers, they are thought to get more trade credit 
(McMillan and Woodruff, 1999).  

Through networking with the firms’ customers a small firm can convey 
significant signals of confidence from others (Nguyen et al., 2006). Firms 
that are capable of demonstrating a strong network with their customers 
should, then, increase their access to other resources. When an owner-
manager has a rich network with others, they are more likely to be well 
known to their potential resource providers and more capable of gaining 
access to resources than those without these networks.  

2.4   Professional Networks 

By extending the logic of the family and friends connection and developing 
more extensive networks that link them with potential capital providers it is 
suggested that small firms use other external assistance networks - for 
instance professional networks as presented on the right hand side of Figure 
2.2 to positively influence the firm’s access to external funding.  Professional 
networks are those that are (usually) contractually based.  A professional 
network refers to linkages or connections with individuals or organizations 
that do not belong to the entrepreneur’s social networks. As has been said, 
one of the main benefits of networks is the access they provide to 
information and advice. Ties to distributors, suppliers, competitors, or 
customer organizations can be viewed as crucial conduits of information and 
know-how (Brown and Butler, 1995) and ties to venture capitalists (where 
they exist) are a means for tapping into key talent and market information 
(Freeman, 1999).  
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Figure 2.2: Social and Professional Networks 

When relationships have been established which include networks 
involving government officials, procedural problems accessing government 
agencies can be eased. McMillan and Woodruff (1999), Meyer and Nguyen 
(2005), Chung (2006) and Le et al. (2006) argue that effective networking 
with government officials helps to increase perceptions of the firm’s 
creditworthiness among other lenders’ enhancing their perception of the 
firm’s legitimacy and hence its ability to access external sources of finance. 
Le and Nguyen (2009) found that networks with government officials in 
Vietnam were important for small firms seeking to borrow from a bank for 
the first time, but were of less pertinence for those firms that already had 
access to bank loans. Whether the same is true in Thailand is yet to be 
examined.  

It has also been shown that connections with government agencies may 
facilitate a small firms access to government funded projects or government 
support programs operated through financial institutions (Smallbone and 
Welter, 2001). As a consequence, good connections and networks with 
government officials may lead to cost savings for small firms through access 
to inexpensive sources of funds. 

Professional Networks and Resource Access 

Apart from social networks with family, friends, suppliers and customers, 
owner-managers are also said to build professional networks with other 
external capital contributors such as venture capitalists. While employing 
social networks with friends, family and relatives can facilitate firm access to 
informal sources of capital (and possibly facilitate access to formal sources), 
financial support from informal sources is often insufficient for growing 
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firms, particularly those in manufacturing (Wong and Ho, 2007). Growing 
manufacturing firms may seek more alternative sources through networks 
developed among members of other associations (e.g. a religious 
organization) or business clubs. The network arising from these is said to 
help small firms have better access to business angels (Wong and Ho, 2007) 
and venture capital (Ahlstrom and Bruton, 2006).  

Commonly cited alternative sources of external equity for small firms 
include private investors, business angels and venture capital (Berger and 
Udell, 1998).  Venture capital provides equity capital and competence to 
non-listed firms and also seed stage firms with growth potential (Manigart 
and Sapienza, 2000).  Most often investments by venture capitalists occur in 
the early stages of business development (Walker, 1989). However, small 
firms’ owner-managers must be willing to cede some of their control over the 
business to attract funding from venture capitalists (Bhaird and Lucey, 
2009). Because the majority of small family firms, are thought to want 
control over the firm, this source of capital is not that likely among them.  
Additionally, venture capital is not a common source of capital in Thailand 
(Cumming et al., 2006).  

While possibly less relevant in Thailand, the case of venture capital firms 
can be used to emphasize the importance of networks in accessing capital.  
Social and professional networks are crucial as the venture capital industry 
can be referred to as a closed network as well as one that is tightly 
interconnected (Bygrave, 1992). Empirical studies have found that venture 
capitalists tend to invest in ventures where they know the entrepreneurs 
directly or indirectly (Shane and Cable, 2002; Shane and Stuart, 2002; 
Batjargal and Liu, 2004). Venture capitalists tend to invest in firms that they 
learn of through referrals by their own networks, i.e. close contacts, 
including entrepreneurs they have previously sponsored, fellow venture 
capitalists, family members, or other professional contacts (Fried and 
Hisrich, 1994; Shane and Stuart, 2002; Hsu, 2004). Capital providers 
generally are said to discover promising investment candidates in part by 
searching across their networks (Stuart and Sorenson, 2005). This supports 
the assertion (Granovetter, 1985; Coleman, 1988) that positive information 
about the firm is frequently generated by a referral and endorsement from a 
respected individual. These interactions and close ties provide accurate 
information about entrepreneurs and their firms to venture capitalists 
efficiently. 
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Among professional network connections, ties with bankers, accountants, 
acquaintances and business consultants link the owner-manager with the 
investment community communicating cues signaling an entrepreneur’s 
legitimacy as well as allowing for reputation expansion. Having such ties 
enables the individual to reach actively and purposively outside his or her 
immediate close social circle and to draw upon information, advice and 
assistance from wider sources of information and expertise (Chell and 
Baines, 2000; Mackinnon et al., 2004).  O’Connor (2000) stated that 
bankers learn about new customers by using informal information channels 
in order to overcome the lack of public data available. From the perspective 
of financial theorists, a close working relationship between capital providers 
and owner-managers can enhance the flow of information between them and 
ensure that more efficient decisions are made by both parties. 

Most small firms rely on bank financing for credit (debt). Through 
establishing and maintaining a continued relationship they can lower 
information costs incurred by the bank when examining a given funding 
application. This leads to increased funds being made available to the small 
firm due to the banks’ better knowledge of client needs (Donnelly et al., 
1985; Peterson and Rajan, 1994; Binks and Ennew, 1997).  Banks will often 
state that they are not relationship lenders but deal only in their customer’s 
ability to pay.  None-the-less, their knowledge of their customer, developed 
through repeated interaction informs their decision about the borrower’s 
ability to pay. 

 The more a small firm spends time in a particular institutional 
relationship, the greater the availability of finance from that institution. 
Elsas and Krahnen (1998) and Lehmann and Neuberger (2001) support the 
assertion that strong lending relationships between small firms and banks 
play an important role in their access to capital and lead to better credit 
availability with fewer collateral requirements (Donnelly et al., 1985; Berger 
and Udell, 1995; Harhoff and Korting, 1998; Lehmann and Neuberger, 
2001). Berger and Udell (1995) and Hernández-Cánovas and Martínez-
Solano (2008) provide results regarding loan rates; the former asserting that 
while maintaining longer relationships with banks increased the loan rates 
charged but at the same time gave access to greater levels of debt the latter 
argued that the loan rate premium over the lending bank’s prime rate is 
negatively related to length of the firm’s relationship with the lending bank. 
Several researchers (Blackwell and Winters, 1997; Elsas and Krahnen, 1998; 
Harhoff and Korting, 1998) found no association between loan rates and the 
duration of the association between the firm and the lender. The number of 
banks contacted (Peterson and Rajan, 1994) by the small firm or the number 
of existing relationships with different banks also have been found to have an 
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impact on interest charges. Hernández-Cánovas and Martínez-Solano 
(2008) found that small firms that maintain two bank relationships have the 
lowest interest charges, followed by firms borrowing from only one bank, 
whilst firms working with more than two banks have the most expensive 
debt costs.  Thus while a small firms’ tendency to conduct their financial 
activity at a single financial institution and to stay with that institution for a 
long time may result in better credit terms (Berger and Udell, 1995), it is 
plausible that the competition between two banking partners improves the 
prospects for the small firm borrower.  

Even though relationship characteristics between small firms and banks 
have been researched extensively (e.g. Jiménez and Saurina, 2004; Carletti, 
2004; De Bodt et al., 2005; Elsas, 2005; Baas and Schrooten, 2006), the 
impact of the relationship between small firms and commercial banks on 
capital acquisitions are inconclusive. The studies discussed above 
investigated the effect of relationships between small firms and their banks 
on the availability of credit without examining access to other financial 
sources (such as informal financing, public debt and equity finance).  In the 
majority of cases, too, family firms were simply classified as small firms 
without a distinction being made between them.  In this thesis, these issues 
will be examined further in the context of the small family firm’s total capital 
structure rather than focusing solely on their banking relationships. 

2.5   Networks Diversity 

Generally, it is thought that owner-managers with more social contacts and 
network ties recognize more opportunities and obtain more information 
than those who have fewer contacts and ties (Koller, 1988; Singh et al., 
1999). Previous studies revealed that when those within networks included a 
variety of work backgrounds, especially those beyond the immediate work 
group, they tended to be more effective (e.g. Blau and Alba, 1982; Brass, 
1984). This network diversity (Ruef et al., 2003) (e.g. varying socio-
demographic and intra-personal characteristics) within a set of connections 
enhances the richness of non-redundant information, attitudes formed and 
interactions that individuals experience (McPherson et al., 2001). Network 
diversity may facilitate connections to different parts of the social system 
unlocking information channels (Carter et al., 2003). As a result, owner-
managers who diversify their social networks are more likely to have 
contacts that will link them to sources of funds than will those without 
diverse and wide ranging networks.  
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2.6   Networks Depth 

Where network diversity enhances the likelihood of accessing a wide range of 
resources, the chance that network members will deliver value or resources 
depends on the nature of the relationships between them or the depth 
(strength) of their ties to each other (Jenssen, 2001; Carter et al., 2003).  

A seminal work by Granovetter (1973) proposed one of theoretical 
orientations used in this thesis about the structure and operation of 
networks, namely the concept of strong and weak ties. The concept of strong 
ties is related to the close knit networks of close friends and family whereas 
weak ties refer to more dispersed relationships with a range of individuals, 
groups and organizations (Mackinnon et al., 2004). The distinction is similar 
to that for social and professional networks already discussed.  To measure 
the depth of these relationships it is common to examine them in terms of 
the frequency of contact and the relative importance to each other of the 
individuals within the network. That is, according to Granovetter (1973: 
1361), the depth of ties within a network can be measured in terms of the 
amount of time, the emotional intensity, the intimacy (mutual confiding) 
and the reciprocal services which characterize the relationship. In other 
words, the combination of the length of time two individuals spend together, 
their closeness and also the degree of trust between them provides a measure 
of the depth or strength of an interpersonal tie. Therefore, the more 
interaction, time and affection, the deeper or stronger the relationship 
(Jenssen, 1999). 

Burt (1997: 362) provides other criteria for describing the ties of those 
within a network. His preferred measures for the strength of relationships 
between those in a network are based on ‘closeness’, frequency of contact 
and the duration of a relationship. Each can be classified on a Likert scale so 
that that emotional closeness can be classified as especially close (one of the 
person’s closest contacts), close (close, but not one of the closest contacts, 
less close (ok to work with, no desire to develop a friendship) and distant 
(avoid contact unless it is necessary). Frequency of contacts are categorized 
as meeting daily (person met at least once a day), weekly, monthly and rarely 
(persons met less than once a month). Then, the duration of relationships 
offered are those that are new (a person met within last two years), 
established (person known for two to five year) and old (persons known for 
more than five years). Granovetter (1973), Burt (1997) and Jenssen (1999) 
were all defining the structure of networks through establishing the pattern 
of relationships between individuals who interact within a group (Hoang and 
Antoncic, 2003). 
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2.6.1   Strong and Few 

Strong relationship ties, as depicted in Figure 2.3 below, usually related to 
networks of close friends and family, promote the development of trust, the 
transfer of quality information, redundant information and tactical 
knowledge (Granovetter, 1985, 1992; Mackinnon et al., 2004).  It is 
suggested that a network consisting of strong ties provides the psychological 
and social support that is essential to promote entrepreneurial action 
(Johannisson, 1988). Strong relationships are characterized by mutual 
confidences and intimacy as well as emotional intensity. In these situations, 
a close group of friends and companions around an owner-manager is 
crucial for generating action (Aldrich and Zimmer, 1986) and to mobilize 
emotional and cognitive resources as well as justifying choices already made 
(Johannisson, 1988).  

Despite this reliance on strong ties, they may restrict the array of 
experiences and knowledge available to the owner-manager to that already 
known (Carter et al., 2003). The flow of information between two parties 
with a strong relationship may decline as each tends to know what the other 
party knows (Dubini and Aldrich, 1991).  Additionally, in the case of family 
firms, depending primarily on family member may restrict resources, further 
restricting opportunities.  It may be that the depth of knowledge, the amount 
of capital and other needs of the family firm cannot be met by strong ties 
despite the assertion that it is necessary for an individual to have a strong 
relationship with an owner-manager before being willing to provide, in 
particular, financial support (Jenssen and Koenig, 2002). 
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Figure 2.3: Concept of Network Structure 

2.6.2   Weak and Many 

Given the potential drawbacks associated with strong ties, network 
researchers have emphasized the significance of weak relationships within 
networks for extending the range of information available from the owner-
managers’ immediate circles (Birly, 1985; Renzulli et al. 2000). Weak ties 
among network participants, depicted in Figure 2.3 above, represent more 
dispersed relationships with a wider range of individuals, groups and 
organizations, which increases diversity and may provide access to new 
information and opportunities (Granovetter (1985, 1992); Greve and 
Gattiker, 1994; Mackinnon et al., 2004). This is particularly true with regard 
to the transfer of private information to capital providers.  As sources of 
information to capital providers vary, having diverse weak ties may allow 
positive information about the firm to be generated through referral and 
endorsement from respected individuals in direct contact with capital 
suppliers.  Those with whom an owner-manager has weak relationship ties 
act as bridges connecting the owner-manager to non-overlapping resources 
(Granovetter, 1973) by plugging structural holes between unconnected 
individuals. As a general rule, Granovetter (1973) suggests that information 
flows through weak ties more often than through strong ties. Therefore, a 
network of loosely coupled acquaintances could be beneficial to owner-
managers in gaining access to sources of funds. Whether ties are weak or 
strong, however, several researchers have proposed that owner-managers 
are more likely to find capital providers willing to make a commitment if 
they have some of these ties than if they have none (Light, 1984; Zimmer and 
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Aldrich, 1987).  From the perspective of financial theorists, these capital 
providers are better able to assess the ability and integrity of the 
entrepreneurs through useful information gathered during prior interactions 
within the network (Venkataraman, 1997). Thus, the extent of social and 
professional networks needs to include the depth of the relationship and the 
extent of its utilization (the strength or weakness of the ties) among network 
partners.  That is, the kinds of ties held with associates have an impact on the 
access entrepreneurs in family firms have to capital sources.  

2.7   The Asian Context 

In the Asian context social networks can be referred to as guanxi networks 
(Alston, 1989). The Chinese term guanxi, briefly translated as informal 
interpersonal connections or relationships, is one of the major dynamics in 
East Asian society. Guanxi can be characterized as a form of relationship 
exchange that is bonded with reciprocal expectations, trust and 
interdependencies (Luo, 1997; Tsang, 1998). The term guanxi refers to 
norms of reciprocity, reciprocal exchange of favors and mutual obligations 
(Ordóñez de Pablos, 2005; Hussain et al., 2010).  

The word guanxi is literally defined as “special relationship”, or that 
relationship two persons have with each other (Alston, 1989).  Guanxi can be 
interpreted as a personal connection between two or more people (Chen and 
Chen, 2004). However, guanxi is more than just connections; it is 
“friendship with implications of continued exchange of favors” (Tsang, 1998: 
65) based on mutual benefits and interests that bond the exchange partners.  
These reciprocal obligations are used to obtain resources (Chen, 1995; 
Davies, 1995). Since, guanxi refers to relationships between two or more 
parties in a network, its maintenance requires a series of interactions (Fan, 
2002) such as offering gifts, having dinner together or doing each other 
favors.  

Prior studies of guanxi have concluded that the depth of the relationship 
in the network is affected by many factors. Jacobs (1979) claimed that the 
degree of closeness or emotional attachment is an important dimension of 
guanxi, whether that closeness arises through social or blood relationships. 
Building up an emotional commitment between parties requires the 
experience of interaction through, for instance, studying, working or living 
together (Tsang, 1998). Indebtedness is another mechanism of guanxi, based 
on the sense of obligation between two persons (Yang, 1994). A favor can be 
as intangible as advice, information and counseling or as tangible as jobs, 
gifts or any other products or services (Fan, 2002).  All lead to indebtedness. 
Lastly, long-term mutual benefits, as described in guanxi, generate 
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interdependence between people (Yeung and Tung, 1996) in a manner no 
different from that described for social networks above.  

Researchers have found that the establishment of guanxi provides three 
major advantages for owner-managers that are the same as those identified 
for this group by social network researchers.  These key benefits include 
finding sources of information, access to resources and other areas such as 
building up the firm’s reputation and image, smoothing the collection of 
payments etcetera (Xin and Pearce, 1996; Fan and Ambler, 1998). In 
particular, guanxi provides a “good means of facilitating transactions by 
allowing access to limited resource/information, preferential treatment in 
business dealings, and protection from external threats …” (Pae et al., 2001: 
52).  

Interpersonal roles in guanxi can be categorized into three major groups 
(e.g. Yang, 1993; Bian, 1994; Yang, 1994; Kipnis, 1997; Kiong and Kee, 1998; 
Tsang, 1998; Chen and Chen, 2004). 

 
1 Family members: relationship by birth or blood include family, 

kinships, in-laws as well as relatives. 
 

2 Familiar persons: relationship by nature such as classmate, alumni, 
teacher-student, co-worker: colleague or superior-subordinate, 
neighbour, locality (from the same town or province), person in the 
same profession as well as friends. 

 
3 Mere acquaintances or strangers: acquaintance, knowing the same 

person (intermediary) as well as person met accidently.  

Given that guanxi embodies reciprocal obligations between parties 
involved with the acquisition of resources (Tsang, 1998) similarly if not 
identically to that found in the relationship literature, the use of this 
theoretical concept further supported the network approach to an 
examination of the factors affecting capital structure of family firms in 
Thailand.  

The Thai people tend to prefer collective actions over individualism, a 
theory that has been put forward both by outsiders (Hofstede, 1994) and 
insiders (Kitiyadisai, 2005). This cultural preference significantly influences 
business relationships and practices. Mutual obligations within a group 
interdependent society, as exists in Thailand, smooths transactions but is 
also open to manipulation (Davies et al., 1995). Utilizing personal 
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connections, within this environment, is not only expected but also plays an   
important role in bypassing regulations, laws or norms (Gold, 1985) in order 
to gain access to needed resources, including capital. The collectivist culture 
that includes a variety of guanxi relations can use these as levers in the 
process of obtaining finance. 

 The three categories of relationships in guanxi may reflect differences in 
social and interpersonal relationships much as weak and strong ties are said 
to affect the depth of relationship ties in the west.  Each, then, may have 
different impacts on the ability of owner-managers to obtain capital as well 
as the types of capital accessed. Guanxi (interpersonal relationships), 
therefore, were expected to have as much impact in Thailand as the depth of 
relationships were said to have in the West.  The two concepts appear to be 
interchangeable. 

2.8   Trust, Relationships and Capital Access 

Of particular note in the literature pertaining to guanxi is the emphasis 
placed on levels of trust. Trust is defined as “the  judgment one makes on the 
basis of one’s past interactions with others that they will act in ways that 
favor one’s interests, rather than harm them” (Lorenz, 1999: 305).  To allow 
indebtedness to occur, and to create and maintain credibility in a guanxi 
relationship, trust must be established (Kidd and Lu, 1999 and Wang, 2007). 
To the same extent, trust is essential in establishing depth in a relationship. 
Trust, in guanxi and in strong relationship ties, then, when observed from 
the perspective of the small or family business allows individuals in the 
network to accept the uncertainty arising from their partial knowledge of the 
other’s honesty.  

Trust, however, also contributes to the smooth functioning of business 
relations among guanxi acquaintances and professional networks. A trusting 
relationship encourages reciprocity within a network and can lead to an 
exchange of information and commitment to carry out agreements as well as 
valuable cooperation in problem solving (Harrigan, 1985; Wilson, 1995). 
Effective transfer and exchange of intangible resources requires an intensive 
and complex process of communication and connection in which 
trustworthiness plays a key role (Tsai, 2000).  For example, the revelation of 
confidential information by owner-managers requires trust in capital 
providers.  Capital providers are trusted not to take advantage of the 
information provided for their own advantage.  Therefore, trust facilitates 
openness in sharing information and reduces fear of opportunistic behavior 
by others (Krishnan and Martin, 2006). 
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Trust also operates from the institutional side in professional networks.  
The involvement of trust in principal (capital provider) and agent (owner-
manager) relationships acts as a counterfoil to the traditional theoretical 
perspective where self-interest is presumed to predominate. Trust is based 
on the belief in the other partner’s reliability in terms of fulfillment of 
commitment or obligation (Pruitt, 1981). This belief leads capital providers 
to assume that owner-managers or entrepreneurs will take actions that are 
acceptable and predictable. Given trust, there is limited need to control or 
monitor the other’s behavior and actions. From an agency perspective, 
decreasing the problem of moral hazard posed by asymmetric information 
with the resultant reduction in monitoring costs, trust should imply lower 
financing costs as well as agency costs as well as fewer guarantees (Larson, 
1992; Jones et al., 1997; Harhoff and Körting, 1998; Lorenzoni and 
Lipparini, 1999; Lehmann and Neuberger, 2001; Howorth and Moro, 2006). 
Trust and control seem to play a complementary role for parties faced with 
potentially large agency problems (e.g. between entrepreneurs and their 
capital providers), on the other hand, for parties faced with smaller agency 
problems, trust seems to be a substitute for control and monitoring 
(Manigart et al., 2002). From this discussion, it follows that trust between 
network participants may impact on the accessibility of capital for the small 
family firm.  The greater the degree of mutual trust the higher will be the 
entrepreneur’s chance to get access to financial resources at reasonable cost.  

The concept of trust is deeply embedded in network theory.  The 
closeness of family and friends is based in trusting them in their relations 
within their networks.  As shown here, however, trust is implicit in many 
contractual agreements as well, albeit backed up by the rule of law.  Trust is 
not measured as a separate factor within this thesis.  It is a concept too 
closely entwined with the depth of interpersonal relations.  However, 
recognizing the consequences of this emotion on the development of various 
layers of interpersonal networks underscores the interest I have in 
examining family firm access to capital via network theory as well as through 
more traditional financial perspectives. 

2.9   Research Hypotheses 

Given this extensive discussion of the theoretical underpinnings of financial 
and network theories it is now possible to derive research hypotheses about 
the factors that contribute to the capital structure of small family firms.  The 
difficulties involved in accessing capital are a theme that runs through both 
theoretical perspectives.  Network theory suggests that capital access is 
improved, i.e. information asymmetry is overcome, through the 
establishment and use of an extensive social and professional network.  Not 
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only does this network facilitate access to capital by diffusing accurate 
information about the firm to potential capital providers, the network can be 
drawn on directly for capital infusions.  More to the point:  

H1:  The extent of the family firm owner-manager’s social 
and professional networks affects their access to 
capital. 

As discussed, the success of an owner-manager of a small family firm in 
accessing sources of funds may depend on the owner-manager having a 
broad range of contacts in his/her networks.  To operationalize research 
hypothesis 1, it could be useful to examine not only the number of such 
relationships but, if they are important, which relationships (guanxi) matter 
the most in garnering access to capital.  The question, then, is whether the 
depth and diversity of these relationships also matters. Thus I have modified 
hypothesis 1 to incorporate not only the extent or diversity of the 
entrepreneur’s social and professional network but to include these other 
factors as well.  That is: 

H1a:  The extent (use), diversity, duration and depth of the 
family firm owner-manager’s social and professional 
networks affect their access to capital. 

The first research hypothesis comprises the potential variables 
determining capital structure choices that may have resulted from social 
networks and relationships. While the problem of information flows or 
information asymmetry may be alleviated by the use of networks, as 
suggested in the development of research hypothesis 1, we still have the 
remaining financial influences that leave the small firm (and the family firm) 
reliant on a ‘pecking order’ in their access to capital.  While the leading cause 
behind a preference for internal or retained earnings over debt and debt over 
external equity is theoretically suggested to be problems arising from 
information asymmetry (increased monitoring and information costs leading 
to higher fees); other secondary explanations have been forward.  Primary 
among these for family firms is the perceived reluctance to open up 
ownership to non-family members.  Thus the second research hypothesis: 

H2:  Owner-managers who indicate a preference for 
maintaining family control follow the traditional 
pecking order theory when financing their activities.  
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The research hypothesis is well supported in the literature on small firms but 
has previously not been examined, to my knowledge, in regard to family 
firms nor to small firms in Thailand. While not unique in and of itself, this 
research hypothesis allows me, as a researcher, to primarily focus on access 
to debt rather than equity although it allows me the leeway to continue to 
examine the use of equity as well as debt in the Thai family firm’s capital 
structure. 

In order to test these research hypotheses, data was gathered from among 
small manufacturing firms in Thailand.  The reason for choosing these firms, 
the approach to data collection is discussed in the next Chapter.   
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3   Research Method  

3.0   Introduction 

The research approach used in this thesis will be presented in this chapter.  
To gather information on the approach to capital acquisition used by the 
owner-managers of small family firms, the first requirement was to obtain 
data on these firm’s existing capital structures, their personal relationships 
and social networks.  An emphasis was placed on the relationships between 
owner-managers and their capital providers in order to understand the 
mechanisms by which network relationships may affect access to capital. 
This chapter also is used to present the research strategy applied in this 
thesis (in Section 3.1) and to elaborate on the details of methodological 
issues in regard to sampling procedure (in Section 3.2) and questionnaire 
development (in Section 3.3). Further, in Section 3.4, information is given on 
the operationalization of key variables used in testing the key research 
hypotheses developed in the previous chapter. First, the independent 
variables including relationship strength or depth, the extent of network use, 
duration of relationships, network diversity, the frequency of connections 
and guanxi relationships are outlined. Following this, the dependent 
variables of capital structure and particular types of financing are presented. 
In Section 3.5 the statistical techniques employed in the empirical analysis to 
arrive at the results are presented, and in Section 3.6, semi-structured 
interviews are discussed. I conclude the chapter with an overview of validity 
and reliability issues. 

3.1   Research Strategy 

A number of approaches to an examination of capital structure choices made 
by owner-managers of family firms in a developing country were considered.  
For example, given that few such studies have been undertaken in Thailand, 
case studies that allowed an in-depth analysis of a few such firms would have 
allowed an exploration of the issues affecting such choices in depth.  
However, the general issues affecting small firms world-wide have been 
detailed with studies, based on western research, undertaken in developing 
countries from Africa (Abor, 2007; Dagogo and Ollor, 2009), Asia (Nguyen 
and Ramachandran, 2006; Wu et al., 2008; Newman et al., 2012) and Latin 
America (Torre et al., 2010).  Following the precedents already established 
in financial research and in these studies, I have elected to gather the 
majority of my data through surveys and to assess the results using 
quantitative techniques. 
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Properly constituted, surveys provide quick, efficient and relatively 
accurate means of assessing information about a population (Creswell, 2003; 
Saunders et al., 2007). Surveys are appropriate in cases where there is a lack 
of secondary data, which is the case here.  As a consequence, I developed a 
questionnaire (see appendix C and D) to collect empirical data.  The survey 
was conducted in order to collect information from a sample of small family 
firms.  To gather contact information and to get access to potential 
respondents, official government agencies’ databases were offered and 
gratefully used. Owner-managers and entrepreneurs from small family firms 
were identified and asked to cooperate in filling out the questionnaire. The 
questionnaire was self-administered. 

 To complement the information gathered through the general survey, and 
to add depth to the analysis, semi-structured interviews were also employed. 
This qualitative approach offered the opportunity to interact with key 
respondents and generated more specific information on their social 
networks and interpersonal relationships. The semi-structured interviews 
were done by telephone accompanied by taking interview notes. Therefore 
the interviews in this thesis are retrospective, looking back at the 
questionnaire that was completed and discussing the responses.  The focus 
was on the description of current personal relationships and social networks 
and financing practices.  

 Results from both questionnaires and the semi-structured interview were 
used in order to provide insights into interpersonal relationships, social 
networks and personal connections among family firm owner-managers and 
to assess the willingness of capital providers to invest in these firms.  The 
aim of this was to determine the influence of these factors on capital 
structure decisions made in these small family firms. 

3.2   Population and Sampling Procedure 
 

The population for this thesis is a set of manufacturing SMEs in Thailand. 
There are two reasons to justify the selection of only the manufacturing 
sector. Firstly, the nature of operations in each SME sector influences the 
financing policy employed by those in that sector.  That is, some sectors may 
be more likely to employ debt financing than others, some rely more heavily 
on equity, etcetera.  By using only a single sector I controlled for differences 
in financial policy that would have been dictated by industry specific 
characteristics.  Industry, also commonly has a greater need for capital than 
have the service and retail sectors which may have few assets to use as 
collateral (Coleman and Carsky, 1996). As I was examining the capital 
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structure of these firms, I determined that it would be best to use those with 
the greatest likelihood of having greater need for diverse forms of funding. 
Additionally the manufacturing sector is said to be of significant import in 
Thailand’s economy. According to the small business banking network 
(2010), the manufacturing sector provides the greatest level of employment 
(followed by the service and trading sector) in Thailand.  Thus its impact on 
the Thai economy also influenced the choice of the manufacturing sector for 
this thesis.   

A representative sample from all small manufacturing firms in Thailand 
was wanted. The sample of responding firms was drawn from the 
Department of Business Development, an official government agency that 
provides an updated list of enterprises in the whole country in trading, 
manufacturing and service sectors, and from the Department of Industrial 
Works which provided an updated list of manufacturing firms and the names 
of factories.  

According to the yearly report prepared by the Office of Small and 
Medium Enterprises Promotion, OSMEP (2009), there are a total of 
2,836,377 enterprises in Thailand. The numbers of small and medium 
enterprises are around 2,827,633 representing a proportion of 99.69% of 
total enterprises. For the manufacturing sector in small and medium 
enterprises, there are a total of 544,762 enterprises representing a 
proportion of 19.3% of total SMEs. According to the definition of SMEs from 
the Ministry of Industry for the manufacturing sector, a small manufacturing 
enterprise should have not more than 50 employees and fixed capital not 
more than 50 million Baht, whereas a medium manufacturing enterprise 
should have between 51-200 employees and fixed capital between 51-200 
million Baht. 

Despite these numbers, registered firms on the data bases from the two 
departments indicated that only 25,367 manufacturing firms could be 
identified or just under 5% of the total number of small and medium 
manufacturing firms said to be operating in the country.  I have no way of 
knowing whether unlisted manufacturing firms are substantially different 
from registered ones.  One assumes, at least, registered firms are more 
organized and compliant with government needs and likely to be more able 
to raise capital. Note that using the information drawn from the two 
databases together with the definition of SMEs in Thailand and excluding 
firms who had fewer than 10 employees (micro firms) I was left with a list of 
17,990 small sized and 7,377 medium sized firms to select from for this 
thesis. The proportion of these that were family firms could not be 
determined in advance.  While it has been suggested that the majority of all 
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small firms in Thailand are family firms, the proportion within 
manufacturing was unknowable.  Thus the accessible and registered small 
and medium manufacturing firms within Thailand became the population 
that I would target for analysis in my survey. 

 
Now having an accessible and clearly defined population, probabilistic 

sampling where each population unit has a known chance of being included 
was employed (see sub-section: Sample Size Determination). Thereafter a 
systematic sampling technique was used in selecting the actual sample. I 
employed statistical techniques to determine the sample size appropriate for 
this thesis.  In order to insure representativeness and generalizable findings, 
a statistical formula was used to calculate the sample size in two steps: the 
minimum sample size needed and the actual sample size.  

 
According to Zikmund et al. (2010), when using a statistical formula to 

determine sample size, two judgments should be made: required confidence 
level and the maximum allowance for sampling error. The following formula 
was used to determine the minimum number of firms to be included in the 
sample.  

 n = Z2c.l. p q 

                                              E2 

         Where:  

n  =  number of firms in sample 

Z2c.l. =  square of the confidence level in  

                             standard error units 

 P =  estimated proportion of success 

 q =  1-p, or estimated proportion of failures 

E2 =  square of the maximum allowance  

for error between the true proportion  

and the sample proportion 

 
P and q refer to the proportion of small family-owned firms and non-

family-owned firms in the manufacturing sector in Thailand. Since, the exact 
proportion is unknown, it was necessary to estimate the proportion of 
family-owned firms likely to respond, based upon my review of research 
experiences in Thailand. This information combined the statistically 
suggested number of such firms as described in Chapter One. I believe that 
75% of the population (P) of small manufacturing firms can be categorized as 
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family-owned firms. Using an estimation of 95 percent confidence (Z c.l. = 
1,96) the allowance for sampling error is not greater than 5 percent points 
(E). Table 3.1 presents the different sample sizes for a 95 percent confidence 
level. A 5 percent point of error was selected for this thesis because it has 
been applied in most studies in business research. As can be seen with 
reference to the table, lowering the percent point of error increases the 
precision of estimation of the population and also requires a larger sample 
size. 

 
Table 3.1: Sample Sizes for a 95 percent Confidence Level 

 
Size of 

population 
Reliability 

+1% Point +2% Point +3% Point +5% Point 
1,000 a a 353 235 
2,000 a 760 428 266 
3,000 a 890 461 278 
4,000 a 938 479 284 
5,000 a 984 491 289 

10,000 3,288 1,091 516 297 
20,000 3,935 1,154 530 302 
50,000 4,461 1,195 538 304 

100,000 4,669 1,210 541 305 
500,000 to  4,850 1,222 544 306 

 

aIn these cases, more than 50 percent of the population is required in the sample. Since the 
normal approximation of the hypergeometric distribution is a poor approximation in such 
instances, no sample value is given. 

Source: Zikmund et al. (2010), p. 437 
 
To determine the minimum number of sample size for the present study, 

the relevant numbers were substituted in the formula: Z2c.l. = (1.96)2, P = 
0.75, q = 0.25, E = 0.05 or 5%. Substituting these values into the formula 
gives 
 
 n =    

 
n   = 

 

 n = 

 

 n =  288  

(1.96)2(0,75)(0.25) 

(0.05)2 

(3.8416)(0.1875) 

   (0,0025) 

        0.7203 

     0.0025 
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The minimum responsive sample size needed was, therefore, 288 firms. 
While it is unlikely that anyone can achieve a 100 percent response rate, 
especially in the case of Thailand, the estimated response rate (30%) and the 
number of responding firms in sample (288) were calculated in order to 
obtain the actual size of the sample to be approached (Saunders et al, 2007) 
by using the following formula. 

 
 na = n x 100 
                                                                                    re% 

 

Where:  

na  =  actual sample size required 

 n  =  minimum number of sample size  

re%  =  estimated response rate expressed  

                                                      as a percentage. 

 
The minimum responsive sample size was 288 and the estimated 

response rate was 30%. Then,  
 

na =               288 x 100                                                                                                                                  

                                                                              30 

  =                  960 

 
I rounded this to 1000 as a final sample size to be used in this thesis. 

Given that I was working with what I assumed were absolute minimum 
response rates, this seemed a reasonable choice.  Of possible concern here is 
that the responses would only come from the more organized and better 
SMEs and thus not be truly representative. However, these are the same 
firms that are likely to be able to raise external equity. They are also the same 
firms that are most likely to be included in the Government’s registered lists, 
so I believe the potential problem of self-selection bias will be minimal. 
Additionally, as mentioned earlier, the databases used in Thailand did not 
separate family firms from other small firms in the manufacturing sector.  
Even though the proportion of family firms in this population is very large, it 
is anticipated that the 30% of response rate will include a mix of family and 
non-family firms although family firms should predominate. In the end, 
prior to weeding out those whose businesses were not a good fit with my 
study, I had responses from 292 firms, meeting my requirement despite 
sending out only 1000 surveys. 
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Sample Size Determination 

The sampling frame contains a list of 25,367 manufacturing SMEs. The list 
was divided by the Department of Industrial Works into twenty-one 
categories. Table 3.2 shows the numbers of enterprises in each category as 
well as the percentage that each category constitutes of all manufacturing 
SMEs in this sampling frame. 

Table 3.2: Number of Manufacturing SMEs in Sampling Frame 
 

Using this information on the sample size and the size of the total 
population the sampling interval was calculated.  This then allowed me to 
select the actual sample from the sample frame.    

 Population size (N) = 25,367 

 Sample size (n) = 1,000 

 Sampling interval (N/n) = 25,367/1,000  

=  25.37 

Category Small Medium Total Percentage 
Agricultural 707 195 902 3.56 
Food 1,342 568 1,910 7.53 
Beverage 124 62 186 0.73 
Textile 753 617 1,370 5.40 
Wearing 596 481 1,077 4.25 
Leather 262 167 429 1.69 
Wood 660 308 968 3.82 
Furniture 398 220 618 2.44 
Paper 434 175 609 2.40 
Publishing 641 144 785 3.09 
Chemical 1,005 384 1,389 5.48 
Petrochemical 107 22 129 0.51 
Rubber 342 217 559 2.20 
Plastic 1,640 633 2,273 8.96 
Non-metal 863 308 1,171 4.62 
Metal 305 164 469 1.85 
Fabricated metal 2,266 760 3,026 11.93 
Machinery 816 310 1,126 4.44 
Electricity 769 486 1,255 4.95 
Transportation 1,961 525 2,486 9.80 
Others 1,999 631 2,630 10.37 
All Manufacturers 17,990 7,377 25,367 100% 
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The sample interval was 25.37 or approximately 25 enterprises from each 
sampling interval. A systematic sampling technique was used to select the 
first starting point on the list. For example, when number 18 was selected, 
the sample was drawn then by selecting enterprises number 43, 68, 93, 118, 
143, 168, and so on until 1,000 enterprises were selected. All categories were 
subjected to the same selection method, starting from enterprise number 18, 
to ensure a representative percentage from each category was included. 
Table 3.3 summarizes the distribution of samples drawn from each category. 
The final list of 1,000 firms was filed alphabetically based on its original 
manufacturing category and given a number from 1 to 1,000 for 
identification in the sending and receiving of questionnaires.  

According to samples drawn from all small manufacturing firms in 
Thailand (not more than 200 employees and Baht 200 million fixed capital), 
only those who identified as family firms were used in the analysis presented 
in Chapter Five. The principles used in the classification of respondent firms 
are therefore discussed on the basis of the character of the population 
referred to, which is narrowed down into small family firms, as discussed in 
Section 1.3 in the first Chapter of this thesis.  

 
Table 3.3: The Distribution of Sample Size 

 
Category Total Percentage Sampling 

Agricultural 902 3.56 36 
Food 1,910 7.53 75 
Beverage 186 0.73 7 
Textile 1,370 5.40 54 
Wearing 1,077 4.25 42 
Leather 429 1.69 17 
Wood 968 3.82 38 
Furniture 618 2.44 24 
Paper 609 2.40 24 
Publishing 785 3.09 31 
Chemical 1,389 5.48 55 
Petrochemical 129 0.51 5 
Rubber 559 2.20 22 
Plastic 2,273 8.96 90 
Non-metal 1,171 4.62 46 
Metal 469 1.85 19 
Fabricated metal 3,026 11.93 119 
Machinery 1,126 4.44 44 
Electricity 1,255 4.95 50 
Transportation 2,486 9.80 98 
Others 2,630 10.37 104 

All Manufacturers 25,367 100% 1,000 
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After the questionnaires had been distributed, random sampling was applied 
to find respondents willing to be interviewed in a more in-depth structured 
session.   

3.3   Data Collection Tool 

Questionnaire 

A self-administered questionnaire was developed and used to collect 
empirical data. The questionnaire was built up based on theories regarding 
the capital structure of small firms, networks and relationship theory and 
family firm issues suggested in previous studies. The questions were 
designed to cover background information about the family firm in relation 
to capital structure decisions as well as the required information that 
originated from the theoretical framework and the research hypotheses 
shown in Chapter Two. The questionnaire is intended to target: 

 
1. Potential factors and choices determining capital 

structure decisions that may result from networks and 
relationships. 

2. The actual financing and capital structure decision 
practices in Thailand. 

3. Information on the business, family involvement and 
ownership patterns. 

4. The respondents’ demographic information. 

 Two areas are emphasized and were derived from theoretical perspectives 
relating to financial variables i.e. potential factors from capital structure 
theories and properties associated with networks and relationships. The 
questions, then, are used to target the major aim in this research which was 
to examine the effect of social networks and interpersonal relationships on a 
family firm’s access to capital. Provided social networks and interpersonal 
relationships do have an impact on a family firm’s access to capital, the 
intent was to go further and determine what the impact of particular 
patterns of access had on the consequent capital structure of the firm. 
Capital structure was a primary dependent variable in this thesis.  All the 
various independent variables may have an influence on capital structure. 
The key independent variables were family control, the strength of a 
relationship, depth of relationship, the extent of network use and network 
diversity.  
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Questionnaire Construction 
 
The questionnaire encompasses six sections and contains two forms of 
questions, open ended and closed. The general and personal factual 
questions were constructed to gather basic information about respondents 
and businesses’ existing conditions and practices. Questions about attitudes 
and opinions were developed by using Likert scale formats.  The 
measurement scales were either newly developed for this thesis or adapted 
from previous similar studies (e.g. Granovetter, 1973; Burt, 1997; Winborg, 
2000; Peng and Luo, 2000; Manolova, 2006; Le and Nguyen, 2009). 
 
Information on Business and Demographic Information 
 
Section 1 and Section 2, of the questionnaire, concerned general information 
about the businesses and background information about the respondents. 
This was intended to collect information on the age of the business, its size 
(in terms of employee and capital investment), the type of manufacturing, 
the location of the business, and the gender, age, business experience, 
highest education level and management position held by the respondent. 
Table 3.4 is used to show all variables which contained a combination of 
scales in the first two sections. 

 
Ownership Patterns and Family Involvement 
 
Section 3 was designed to obtain specific information about the involvement 
of family in the business, ownership patterns, business management and 
control, the form of business as well as primary business objectives and the 
generation(s) in the family currently operating the business. The first part of 
Section 3 was designed to gather information on ownership, control and 
family involvement so as to identify particular firms as family firms and non-
family firms in line with the criteria presented in Chapter One. This section 
also contained one question asking respondents their opinion about 
maintaining family control. This latter question was suggested from the 
theoretical literature discussed earlier in Chapter Two (e.g. Carney, 2005; 
Blanco-Mazagatos et al., 2007). Table 3.5 is used to present all variables in 
Section 3 which contained a combination of measurement scales. 
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Table 3.4: Characteristics of Business and Respondent 
 

Variable Item description Measurement 
Age of business Year of establishing Ordinal scale                                                           

(Open-ended question) 
Size -  Number of full time employee 

equivalents in the business 
Ordinal scale                                                       
(Open-ended question)                                                             

 -  Total capital investment in  
million Baht 

Ordinal scale                                                                   
(1 10 or less, 2 11-50, 3 51-100, 4 
101-150, 5 151-200, 6 201 or more) 

Type of manufacturing 1. Agricultural                                                         
2. Food                                                                     
3. Beverages                                                             
4. Textile                                                                 
5. Wearing apparel                                                  
6. Leather                                                                
7. Wood and wood products                                                           
8. Furniture                                                             
9. Machinary                                                             

Nominal Scale 

 10. Rubber  
 11. Chemical                                                                      
 12. Electricity  
 13. Publishing  
 14. Petrochemical  
 15. Transportation  
 16. Plastic  
 17. Non-metal  
 18. Metal  
 19. Fabricated metal  
 20. Paper and paper products  
 21. Other  
Location Business’s location Nominal scale                                                                    

(1 Metropolitan, 2 Urban, 3 Rural) 
Position Management position Nominal scale                                                                 

(1 Owner/owner-manager,                          
2 Manager, 3 Others) 

Gender Gender Nominal scale                                                      
(1 Male, 2 Female) 

Age Age Ordinal scale                                                           
(Open-ended question) 

Business Experience Years of experience in  
the actual line of business 

Ordinal scale                                                         
(Open-ended question) 

Education Highest education level attained Ordinal scale                                                        
(1 Lower than high school, 2 High 
school, 3 Apprenticeship,                                          
4 Vocational/diploma, 5 Bachelor 
Degree,   6 Master Degree (not 
MBA),  7 MBA,  8 Doctoral Degree,  
9 Other) 

 
 
 
 
 
 
 
 

54 



 

Table 3.5: Family Business  
 

Variable Item description Measurement 
Ownership 
 

Form of business 
                                                             

Nominal scale                                                                      
(1 Sole proprietorship,     
2 Partnership, 3 Corporation) 

 Pattern of controlling 
ownership 

Nominal scale                                                                     
(1 Individual, 2 One family 
(individual related by blood or 
marriage), 3 More than one 
family (how many?.......),                                                       
4 Other) 

Family ownership The proportion of family 
ownership 

Ordinal scale                                                                     
(1 less than 50%, 2 50-99%,        
3 100%) 

Family involvement 1. Number key persons  
involved in the operations                                                                     
2. Number of family members  
who are key persons involved 
in the operations 

Ordinary scale                                                           
(open-ended question)                                           
Ordinary scale                                                                
(open-ended question) 

 3. With whom do you make 
important management 
decisions in your business 

Nominal scale                                                           
(open-ended question)                          

Generation of business Number of generations of the 
family in control since 
operations began. 

Nominal scale                                                                  
(1 first generation, 2 second 
generation, 3 third generation 
and beyond) 

Business objectives Primary business objectives Nominal scale                                                                      
(1 Wealth maximization, 2 
Transfer of ownership to the 
next generation,                                    
3 Enhance reputation and 
status,                                       
4 Survival of the family business 
as a going concern, 5 
Employment of family members, 
6 Continued independent 
ownership of the business,          
7 Being my own boss 
(independent), 8 Other) 

Family control Opinion about preferring to 
maintain family control rather 
than pursue all growth 
opportunities. 

5-point Likert-type interval scale                                         
(1 = strongly disagree to 5 = 
strong agree) 

 
Financing and Capital Structure Decisions 
 
Section 4 targeted capital structure, the use of different types of financial 
sources, the considerations governing financing decisions, key persons in 
financing decisions and opinions about how difficult it was to get adequate 
and appropriate funding. To determine the capital structure of the family 
firm, given reluctance on the part of owner-managers to provide balance 
sheets and other operationally sensitive information (Schulze et al., 2001; 
Chen et al., 2008) aggregate figures expressed as percentages were sought. 
Respondents were asked to refer to the firms’ previous year’s balance sheet  
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Table 3.6: Sources of Financing and Financing Decisions 

Variable Item description Measurement 
Person who makes 
financing decisions 

Person who decides how the 
business is to be financed 

Nominal scale                                                                    
(1 The owner(s)/owners-
manager, 2 The manager,  
3 The board of directors,  
4 Other employee(s), 5 other)                                                   

Capital structure  The proportion of sources  
used in the previous year  
(in percentage)                                                      
1. Short-term debts                                                            
2. Long-term debts                                                             
3. Equity 

Ordinal scale                                                               
(open-ended question) 

Use of financial sources To what extent the following 
financing sources are being used  
to keep business in operation                                                       
1. Trade credits from suppliers                                   
Short-term loans from…                                                  
2. …family                                                           
3. …friends                                                          
4. …banks or financial institutions                                                    
5. …company employees                                     
6. …corporate partners outside 
family                                                      
7. Short-term subsidies from 
government                                                                                                                     
8. Credit cards                                                          
Long-term loans from …                                                 
9. …family                                                                                                                     
10. …friends                                                         
11. …banks or financial institutions                                                                                                          
12. …company employees                                     
13. …corporate partners outside 
family               
14. Long-term subsidies from 
government                                                
15. Long-term leasing                                         
16. Off balance sheet financing                           
Equity via…                                                          
17. Personal savings                                                            
18. Retained earnings                                     
Purchased shares by…                                                      
19. …family                                                          
20. …friends                                                         
21. …company employees                                             
22. …individual investors                                               
23. …corporate partners outside 
family                                                       

5-point Likert-type interval  
scale (1 = never to 5 frequently) 

Factor governing  
financing decisions  

1. The corporate tax                                               
2. Interest/dividend                                               
3. Financial independence                                                    
4. Voting control                                                         
5. Costs of financial distress                                     
6. Avoiding dilution                                          

5-point Semantic differential 
scale (1 = unimportant to 5 
important) 

How difficult to get 
funding 

How difficult it is to get adequate 
and appropriate funding for your 
business. 

5-point Semantic differential 
scale (1 = not difficult to 5 
extremely difficult) 
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and to summarize the levels of short-term debt, long-term debt and equity in 
percentage terms. Sources of finance were measured using twenty-three 
different potential providers. Respondents were asked to indicate the 
frequency each of the financial sources that were used to keep the business in 
operation. The questions relating to factors or considerations in governing a 
business’ financing decisions were measured using six factors adapted from 
Pinegar and Wilbricht (1989). Those factors considered consisted of the 
corporate tax expense, cost of capital (either interest or dividend), financial 
independence, voting control issue, costs of financial distress and concerns 
about avoiding dilution. The question about how difficult it was to get 
adequate and appropriate funding was newly developed for this 
questionnaire. Table 3.6 is used to present all variables and factors which 
contained a combination of measurement scales. 

 
Personal Relationships 
 
In this thesis, personal relationships were examined from the respondent’s 
point of view. The operationalization of the factors considered relating to 
personal relationships are presented in Table 3.7, in which the factors are 
divided into the strength of a relationship (duration), depth of relationship 
(guanxi) with a given individual and a guanxi relationship from a more 
general perspective. The term “guanxi” is not directly mentioned in the 
questionnaire because the term is a Chinese expression without a directly 
equivalent term in the Thai language.  While the concept is easily understood 
in Thailand, in order to avoid mis-interpretation and to avoid misleading 
anyone, I used expressions such as personal relationships and connections 
instead of the term guanxi. The classification of guanxi is, as discussed in 
Chapter Two (Section 2.7, the Asian Context), categorized into three major 
groups (family, friends, and acquaintances).The three types of guanxi were 
used to identify Person A who was the person selected by the respondent as 
being the individual of greatest help in accessing financial support for the 
family firm. Respondents were asked to refer to Person A when answering 
the whole of Section 5. The strength of their relationship with Person A 
included, as mentioned in Chapter Two (Section 2.6, Network Depth), the 
frequency of contact and the amount of time spent in the development of the 
relationship. The measurement of the strength of a relationship was adapted 
from Granovetter (1973) and Burt (1997). Burt (1997) suggested that the 
frequency of the contact (classified as meeting daily, weekly, monthly and 
rarely) can be used as a measure of this variable. Respondents were asked to 
specify how often they contacted their capital providers. This measure is 
supplemented by asking the entrepreneur about the duration or the time the 
entrepreneurs have known their capital providers. 
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Table 3.7: Personal Relationships and Guanxi 

Variable Item description Measurement 
Guanxi relationship 
types 

What is the relationship between you 
and person A, who was of help to 
you in  providing financial support                                                 

Nominal scale                                                               
(1 Family, 2 Friend, 3 
Acquaintance, 4 Other) 

The strength of a 
relationship 

The frequency of contact                                                                                   
 

Ordinal scale                                                                             
(1 semi-annual year of less,                                    
2 quarterly,  3 monthly, 4 
weekly, 5 2-4 days a week,  
6 5 or more days a week)                                                      

 Amount of time known Ordinal scale                                                                        
(1 less than 1 year, 2 1-2 year,                              
3 3-5 years, 4 6-10 years,                                    
5 11-20 years, 6 more than 20 
years) 

Depth of relationship 
(guanxi) with         
Person A   

You and Person A …                                                                
1. … trust each other                                                    
2. … owe each other a debt of favor                                                            
3. … have interdependent interests                                                        
4. … are emotionally attached                                                             
5. … have high degree of intimacy                                                  
6. …. are generally honest and 
truthful with each  other                                                                                            
7. … help each other to solve 
business problems                                                              
8. … have well coordinated in the  
activities/interactions            

5-point Likert-type interval 
scale (1 = strongly disagree to 
5 strong agree) 
 

Guanxi relationship 1. Trust is major aspect of personal 
relationships                                                     
2. Trust is major aspect of business 
relationships                                             
3. Trust results in loyalty to each 
other                                                   
4. Trust results in commitment to 
each other                                               
5.  Personal relationships with others 
matter                                      
6. Reciprocity and favors are 
important                                                    
7. Saving one’s face in society should 
be considered                                                                                         
8. People are opportunistic       

5-point Likert-type interval     
scale (1 = strongly disagree               
to 5 strong agree)                                                                                             

 
Researchers have categorized relationship strength as either weak or 

strong.  Generally, family members, relatives and friends are classified as 
strong ties. Professional or trade associates, fellow business owners, bankers, 
accountants, attorneys, engineers, government support agents and local 
officials i.e. teachers, other government officers are considered as weak ties.  
The dimensions of personal relationships vary.  Two types of ties have been 
described in the literature based on the depth or purpose of those ties which 
closely correlate to the concept of strong or weak ties.  A strong relationship 
is one where an individual’s feeling of affection, warmth, safety and 
attachment to others in his/her close group is engaged.  A relationship with 

58 



 

less depth is called a weak tie or a weak relationship, based on the need to 
engage with another as a way to attain material goals (Hwang, 1987).  

 
To establish whether a strong relationship exists, measures of closeness 

between parties (Burt, 1997) are formulated. This involves determining, for 
example, the extent of intimacy or trust between parties (Contractor and 
Lorange, 2002). The extent of mutual confiding is also used to represent 
intimacy (Marsden and Campbell, 1984).  A weak relationship, by contrast, is 
characterized by obligation, whether contractual or due to reciprocal actions 
(e.g. gift giving as in some forms of guanxi).   

 
The depth of interpersonal relationships under the guanxi concept varies 

from the personal and connected (strong) to the obligatory and indebted 
(weak), while at times being both.  Debt of favor and interdependence are 
key elements in relationships that are adjudged weak (where mutual 
obligation supports the relationship). Debt of favor refers to the bond of 
reciprocity, cooperation and mutual aid between parties (Yang, 1994; Chung 
et al., 2000). Such indebtedness arises from substantial assistance or it is 
reinforced, at times, through gifts and other favors that should be paid back 
in the future (Hwang, 1987). 

 
The depth of relationship (with Person A) was measured by confronting 

the respondents with eight statements based on Yang (1994) (emotionally 
attached and debt of favor), Ordóñez de Pablos (2005)(interdependent 
interests), Yeung and Tung (1996) (trust), Marsden and Campbell (1984) 
(intimacy, honest and truthful), Harrigan, (1985) (help solve problems) and 
Hussain et al. (2010) (well coordinated in activity). In addition, the Guanxi 
relationship used in Section 6 was measured by asking the respondents to 
react to a number of statements regarding personal relationships.  These 
statements were based on the work of Wilson (1995), Tsang (1998), Kidd and 
Lu (1999) and Wang (2007). A combination of scales was used in measuring 
personal relationships and guanxi as shown in Table 3.7. 

 
Social Networks 

 
The questions measuring the extent of network use were developed based on 
the theoretical reviews and relevant literatures presented in Chapter Two. 
Two factors were considered: 1) utilization of personal ties, networks and 
connections and 2) interaction with others (depth). The utilization of 
networks was measured by using a 5-point Likert interval scale ranging from 
‘very little’ to ‘very extensive’. Respondents were asked to indicate the extent 
to which they utilize personal ties, networks and connections to obtain 
finance with five different parties. These parties were buyers, suppliers and  
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Table 3.8: Social Networks 

Variable Item description Measurement 
Utilization of personal 
ties, networks and 
connections 

Please indicate the number best 
describing the extent to which 
you have utilized personal ties, 
networks and connections 
during the past three years in 
order to obtain finance with …                                                                
1. Buyer firms                                                             
2. Supplier firms 

5-point Likert-type interval 
scale (1 = very little to 5 = 
very extensive) 

 3. Bank/credit agencies  
 4. Government/statutory 

authorities                         
5. Other investors                                   

 

Interaction with others Please indicate the amount of 
interaction you have had with 
the following individual in 
regard to the following issues. 
(With family, friends, 
employees, buyers customers, 
suppliers, statutory authority 
representatives, bank/credit 
agency representatives)                                                                  
1. Joint problem solving                           
2. Repeat business transactions                                      
3. Coordinate activities 
(business or others)                            
4. Share information about 
financial concern in general                                                                                          
5. Share information about 
negative economic conditions                                                                                   
6. Share information about 
positive economic opportunities 

Interval scale                                      
(1 = very little to 5 = very 
extensive and if no 
interaction at all = 0) 

Network diversity  Which do you usually speak 
with or contact if you want 
advice about the following 
aspects of your business?                                                                                      
1. General business issues                                                        
2. Financial assistance                                                            

Nominal scale                                                                          
(1 Family member/relatives,                                   
2 Friend, 3 Fellow business 
owner, 4 Professional or 
trade association,                       
5 Banker,                                                               
6 Accountant/attorney/ 
engineer, 7 Government 
support agencies,                              
8 Local officials) 

Number of hours   spent 
to discuss about 
business 

The approximate number of 
hours you spend each week 
(travel time excluded) on 
average discussing different 
aspects of your business with 
others 

Ordinary scale                                                                
(open-ended question) 

Participation in social 
networks 

What professional or informal 
associations and unions you 
have joined that allow you to 
get benefit from 

Nominal scale                                                                   
(open-ended question)  

government officials (suggested in the work of Peng and Luo (2000) and Le 
and Nguyen (2009), as well as bank or credit agencies and other investors –
potential suppliers added by myself. I also developed questions about 
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interactions with others by using the relevant relations between owner-
managers and other parties discussed in Chapter Two. Concepts such as joint 
problem solving, coordination and information sharing were based on 
research presented by Harrigan (1985), Johannisson (1988), Wilson (1995), 
Kristiansen (2004), Ordóñez de Pablos (2005) and Hussain et al. (2010). 
Repeating business transactions and sharing negative and positive economic 
information added by myself. Respondents were asked to indicate the level 
of interaction they had with their family, friends, company employees, 
buyers/customers/suppliers, statutory authority representatives, 
bank/credit agency representatives on interval scale ranging from ‘very little’ 
to ‘very extensive’. However, if there was no interaction at all they could 
respond with a zero.  

Manolova et al. (2006) suggested that network diversity can be assessed 
by using the number of different kinds of contacts approached by owner-
managers when in need of advice. The network diversity variable was 
measured using the number of different kinds of contacts approached by 
respondents when in need of advice regularly on general business issues and 
again with regard to the need for advice on financial assistance. Respondents 
were requested to indicate their contact with eight different types of 
advisors. This list of persons contained six items that were adapted from 
Manolova et al. (2006) and two items were developed solely for this study. 
An owner-manager who contacted advisors from multiple specializations 
would have a more diverse network than somebody who only contacted a 
few. Thus, diversity of network was measured by counting the total number 
of different kinds of advisors relied upon. The questions relating to number 
of hours spent discussing the business and participating in social networks 
were adapted from Winborg (2000). Table 3.8 is used to present all variables 
of questions in Section 6. 

Because the questionnaire was to be distributed in Thailand, it was back-
translated. That is, the finalized English-version questionnaire (original 
version) was translated from English to Thai by a professional translator 
with expertise in English linguistics and English technical terms in business 
areas. Next, the questionnaire was re-translated back into English by another 
professional translator. The two versions of the questionnaire were then 
compared in a follow-up meeting with two independent reviewers who hold 
PhDs in Economics and Business administration and who were proficient in 
both languages. A final Thai version of the questionnaire was then selected 
for use. A few minor amendments were made in this process but these did 
not affect the conceptual equivalence of the two (English and Thai) 
questionnaires. The full questionnaires and a cover letter can be found in 
Appendixes A, B, C and D. 
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Prior to the development of the questionnaire, I undertook a preliminary 
feasibility study of the research project during July and August 2009 with 
management team and managers from government agencies, statutory 
authorities, financial institutions and one of a family firm’s owner-manager. 
In order to understand and gain useful information about the research 
context, I presented the idea derived from the research proposal and 
discussed issues with regards to small firms financing, personal relationships 
and networks in Thailand. Likewise, I asked all participants for their 
recommendations about my research project.  

After the first draft of the Thai questionnaire was developed, it was 
presented to a group of researchers and academicians in Thailand (this was 
done in June and July 2010) before being pre-tested with a small group of 
five manufacturing firm owner-managers, representative of the population 
to be tested. The 14 academicians assessed the questions’ validity and the 
likely consistency of responses. Respondents for the pilot study were selected 
on the basis of convenience (as statistical conditions are not necessary in the 
pilot study according to Cooper and Schindler (2003)). The pilot test was 
intended to capture potential wording ambiguities, timing and other 
difficulties encountered by respondents when completing the questionnaire. 
Respondents were asked to fill out the questionnaire and were then 
interviewed in order to refine the meaning, understanding, wording and 
formatting of the questionnaire. During the individual pretest, each of the 
owner-managers and I went through the particular questions to determine 
what they thought each question was intended to determine. Revisions were 
then made based on the feedback, comments and recommendations from the 
respondents. The final Thai version questionnaire was used for a large 
survey which was distributed to one thousand SME manufacturing firms. 

During the questionnaire process in March to April 2011, I contacted 
twenty-one firms to request an interview with their owner-managers (the 
target respondents). The semi-structured interviews were conducted, by me, 
right after I received returned questionnaires in the second round of the 
distribution. The family firms to be interviewed were identified by randomly 
selecting them from among those who had returned questionnaires and 
asking for their participation. In conjunction with the questionnaire 
responses, the contents of the interviews attempted to go into more depth in 
regard to the questions asked in the document itself.  That is, discussions 
were centered on explanations for their responses about their sources of 
finance being used and reasons for selecting their main capital providers, 
rationales behind their financial decision making including their attitude 
towards financing, business operations and family involvement and their use 
of networks including social and professional networks. These interviews 
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were conducted to add further insights that might increase my 
understanding of the rationale behind the choices made by owner-managers 
of family firms. 

Table 3.9 below is used to recap about whom respondents and 
participants were, the data resources in the development of questionnaire 
and the data gathering procedure. 

Table 3.9: The Data Resources in the Data Gathering Procedure 
 

Time Procedure Respondents Number of 
respondents 

Sampling 
procedure 

July-August 
2009 

Discussions - Deputy Director 
General for Office of 
Small and Medium 

Enterprises 
Promotion and 
- Deputy Vice 
President of 

Small and Medium 
Enterprise 

Development Bank of 
Thailand 

- Managers from 
Bangkok Bank 

- Researcher of Family 
Business & SMEs 
Study Center from 

Family Business and 
SMEs Center 

- member of family 
firm owner 

8 Purposive 
(judgemental) 
and snowball 

June-July 
2010 

Presenting    
the first 
draft of 

questionnaire 

A group of researchers 
and academicians in 

Thailand 

6 Convenience 

January 
2011 

Pre-testing A small group of 
owner-managers of 

SMEs manufacturing 

5 Convenience 

Assessment the 
validity 

Academicians 14 Convenience 

February-
April 2011 

Questionnaire Owner-managers of 
manufacturing SMEs 

1,000 with  
292 return 

Systematic 
sampling 

Semi-
structured 
interviews 

Owner-managers of 
manufacturing SMEs 

21 from 
returned 

questionnaire 

Random 
sampling 
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3.4   Operationalization 

The major aim in undertaking this research was to examine the effect of 
social networks and interpersonal relationships on a family firm’s access to 
capital. Provided social networks and interpersonal relationships do have an 
impact on a family firm’s access to capital, the intent was to go further and 
determine what impact particular patterns of access had on the consequent 
capital structure of the firm. In order to test research hypothesis 1a a number 
of factors (independent variables) governing the social and professional 
networks of family firm entrepreneurs had to be operationalized. Each of 
these, are shown in Figure 3.1, below for the convenience of the reader. 

 

 

 

 

 

 

 

 

 

Figure 3.1: The Framework of Networks, Relationships and 
Guanxi 

3.4.1   Operationalization of the Independent Variable 
 
Network diversity 
 
An owner-manager who contacted advisors from multiple specializations 
would have a more diverse network than somebody who only contacted a 
few. In this thesis, I computed a measure of network diversity as the sum of 
all reported different types of advisors they may have relied upon. 
 

 

 
Accessible 

Capital 
 

Network 
Diversity 

 
Guanxi Groups:            
1. Family                          
2. Friend                              
3. Acquaintance 

Interpersonal 
Relationships  

(Guanxi Relationship) 

 

Short-term Debt 

Internal Equity 

Long-term Debt 

External Equity 

The Extent 
of Networks  

Depth of 
relationship 

Duration 
Strength of 

Relationship           

 

64 



 

 
Extent (of use) of networks 
 
I followed Peng and Luo (2000) and Le and Nguyen (2009) and asked 
respondents the extent to which they have utilized personal ties, networks 
and connections with five different sorts of financial suppliers during the 
past three years, for financing purposes. Specifically, the extent (of use) of 
networks was determined by their connections with (1) buyer firms, (2) 
supplier firms, (3) banks/credit agencies, (4) government/statutory 
authorities and (5) other investors. 
 
Duration  
(The strength of a relationship)  
 
There are several ways to measure the concept of strength in a relationship.  
In this thesis the measurement of the strength of a relationship is based on 
Granovetter (1973) and Burt (1997). The strength of a relationship was, as 
mentioned in Chapter Two (Section 2.6, Network Depth), defined by the 
frequency of contact and the amount of time spent in the development of the 
relationship. For duration, respondents had to specify the amount of time 
they had known their capital providers. 
 
Depth of relationship 
 
Depth in a relationship was considered to be a measure of reciprocity (the 
coordination of activities and sharing of financial information) and the 
degree of closeness (helping to solve problems). This variable was measured 
by asking the respondents to specify the amount of interaction they had with 
their family, friends and bank or credit agency representatives. The 
interactions were decomposed into (1) whether they had coordinated 
activities (business or others), or (2) shared information about financial 
concerns in general and (3) whether they were involved with joint (mutual) 
problem solving. 
 

Guanxi relationship 
 
The classification of “guanxi” (interpersonal relationships) was, as discussed 
in Chapter Two (Section 2.7, the Asian Context), categorized into three major 
groups (family, friends, and acquaintances). Guanxi has been 
operationalized by examining the extent of debts owed (debt of favor), 
emotional intensity, mutual confiding, reciprocity within a tie as well as 
examining the degree of interdependence between parties.  In addition, to 
examining the extent of guanxi among family, friends and acquaintances, 
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respondents were asked to refer to their most important relationship and 
respond to a number of questions in regard to the individual (Person A) so 
identified. Respondents were asked about their opinions in relation to: (1) 
emotional attachment, (2) whether there was an outstanding obligation 
between the respondent and Person A, (3) the level of their interdependent 
interests, (4) trust, (5) intimacy, (6) the degree to which they identified the 
individual selected as honest and truthful, (7) whether the individual helped 
them to solve problems and (8) whether they coordinated their business 
activities. 
 
 Number/Strength of (Network) Ties 
 
The numbers of strong and weak ties were assessed using the number of 
contact persons regularly asked for advice about general business issues 
and/or financial assistance. As mentioned earlier in Chapter Two and this 
chapter, family members, relatives and friends are classified as having strong 
ties with the owner-manager. Professional or trade associates, fellow 
business owners, bankers, accountants, attorneys, engineers, government 
support agents and local officials are generally considered as having weak 
ties with the owner-manager. Theoretically, these categorizations of weak 
and strong ties are binding but, within this thesis, some flexibility was 
allowed should an owner-manager want to claim strong ties with someone 
usually categorized in the weak group and vice versa.  People do, after all, 
transition from collegial work relations to friends. 

3.4.2   Operationalization of the Dependent Variable 
 
Capital structure is used as a primary dependent variable in this thesis.  All 
the various independent variables may have an influence on capital 
structure. Owner-managers were asked to refer to the firms’ previous year’s 
balance sheet and to summarize the levels of short-term debt, long-term debt 
and equity in percentage terms. They also were asked to indicate how often 
each of twenty-three types of financing was used in their business 
operations. I have chosen to divide types of financing into:  
 
 Short-term debt 

 Trade credits from suppliers 
 Short-term loans from family (includes relatives not 

living in household) 
 Short-term loans from friends 
 Short-term loans from banks or financial institutions 
 Short-term loans from company employees 
 Short-term loans from corporate partners outside 

family 
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 Short-term subsidies from government 
 Credit cards 

 
Long-term debt 

 Long-term loans from family (includes relatives not 
living in household) 

 Long-term loans from friends 
 Long-term loans from banks or financial institutions 
 Long-term loans from company employees 
 Long-term loans from corporate partners outside 

family 
 Long-term subsidies from government 
 Long-term leasing 
 Off balance sheet financing 

 
Equity 

 Personal savings 
 Retained earnings 
 Purchased shares by family (includes relatives not 

living in household) 
 Purchased shares by friends 
 Purchased shares by company employees 
 Purchased shares by individual investors 
 Purchased shares by corporate partners outside 

family 

3.5   Analysis of Empirical Data 
 
For the quantitative data analysis, the data was coded and analyzed using 
two statistical software programs, Statistical Package for Social Science 
(SPSS) and STATA. The confidence level of .05 (or 5 percent), which is 
commonly used and accepted in most research was deemed appropriate. 
Descriptive statistical data analysis was conducted using frequency 
distribution tables and charts to summarize the basic information about the 
respondents and also display their views on financing, capital structure 
decisions, the extent of network use and the diversity of their networks. After 
presenting a general overview of the results by descriptive statistics other 
statistical techniques were thus needed to predict which dependent variables 
would be selected given the independent variables. These techniques were 
used to analyze the relationships among the extent (use), diversity, duration 
and depth of relationships and networks, the extent of family control and the 
capital used.  
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Like most other business problems, capital structure decisions are 
essentially multidimensional. They can be influenced by many factors. 
According to the statistical methods under consideration, relationships 
between the independent variables and the dependent variables (represented 
by six equations/models) can be tested separately. Multiple regression 
analysis is a commonly used technique that can be employed to examine the 
(single) impact of each independent variable on the outcome variable. In this 
thesis, seemingly unrelated regression (SUR) analysis was applied to 
estimate those equations/models.  There were two main reasons that I 
employed this technique. Firstly, in the process of estimation it allows for 
concurrent correlations between the error terms from each equation/model. 
Secondly, the focus in interpretation is on the sign (plus or minus) of 
individual regression coefficients which points to the direction of the 
relationship between the predictor variable (relational networks) and 
dependent variables. 
 

In addition to SUR analysis, the logistic regression analysis and multiple 
discriminant analysis were performed to enhance the testing of the two 
research hypotheses. I further examined whether those independent 
variables plus network diversity influenced the firm’s probability of having 
external financing. This included determining the particular financial 
sources selected. I applied this technique to estimate the likelihood of using 
various financial sources because it does not require many assumptions and 
it can be used when there is a mixture of numerical and categorical 
independent variables. There were binary dependent variables (present or 
absent) relating to financial sources. Maximum likelihood methodology was 
used in the logistic regression to estimate the expected probability that each 
observation falls in the presence or absence of financial sources. The 
independent variables were regressed against each dependent variable. 
There were seven dependent potential sources of capital (both external and 
internal sources of capital).  
 
 In order to provide a better understanding of guanxi group differences, 
discriminant analysis was used. I go further in the examination of guanxi 
relationships by testing whether there are any significant differences among 
the ten variables measuring the depth of and the strength of a particular 
relationship determined by the guanxi category of the individual (family, 
friends and acquaintances). At this point I must foreshadow an additional 
research hypothesis developed in Chapter Five. After I further investigated 
which variables were significantly differences between family and non-family 
firms, Mann-Whitney U test (test of mean differences) were used. 
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3.6   Semi-structured Interviews 
 
This research was not undertaken to delve into deep details of any particular 
category of manufacturing firms. To complement and further fill out the 
information given by survey respondents, semi-structured interviews were 
conducted. As stated, those interviewed were randomly selected and 
interviewed over the telephone. I made initial contact either via telephone or 
e-mail to ensure a willingness to participate and to make appointments for 
telephone interviews. All the interviews were conducted by me to ensure 
consistency in the interview procedure. The interviews had an average 
duration of approximately forty-five minutes. The rationale for the 
interviews was to look back at the questionnaire that had been completed 
and enlarge upon the responses. This information was then used in Chapters 
Six, in discussions about my results. 

3.7   Validity and Reliability 
 
The choices I have made in developing the questionnaire can be examined 
for two different forms of validity. First, have I appropriately tested the 
questionnaire to insure that the approach I have taken will give me valid 
answers, i.e. content validity?  I believe that I have done so given the testing 
of the questionnaire among both academic researchers and a pilot group of 
respondents. The translation of the document to Thai and back into English 
also added to content validity. Both actions, according to Haynes et al. (1995) 
and Dennis and Faux (1999) increase the content validity of the thesis.  
 

More problematic is construct validity. Construct validity deals with 
whether there is an agreed correspondence between the observed and 
theoretical interpretation of the variables (Peter, 1981; Adams et al, 2010). 
Here I have measured components of network connections, such as depth 
(duration and diversity) and the extent of network use through a series of 
questions that may not be perfect measures of these factors. I have relied, in 
their development, on the extensive literature in network theory and can 
only plead that the use of these measures is not uncommon. 
 

External validity is examined, according to Lucas (2003) when it is 
determined that the study’s findings can be generalized more broadly than 
the narrow area examined in the particular research.  This is specifically 
interesting when the context for a study is radically different from the 
context in main-stream publications in the field, for example, when it is 
possible to use the findings in different contexts or to apply them to a 
different population (Shenton, 2004). This research has not been radically 
different from previous studies although it has used network theory in a 
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different context (finance, and capital structure) and applied other’s findings 
to a different population (western research results in Thailand).  It might be 
said, as a result, that this study has extended external validity to those 
previous studies, although not entirely supporting their conclusions as will 
be seen. 
 
 In terms of reliability, the use of interviews has acted as a check on the 
responses I received and adds to my comfort with the reliability of my 
results. Although time may alter responses, I believe that a replication of this 
study would achieve similar if not identical results even if a different group 
of respondents were accessed. That is, the respondents were selected 
randomly from among a diverse group of family firm owner-managers but 
that group was representative, statistically, of the whole. I also checked for 
non-response bias as explained in the next Chapter, and found none. 
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4   Results and Descriptive Statistics 

4.0   Introduction    

My original intention was to investigate whether one avenue to improving 
resource access, social networks developed through interpersonal 
relationships, had an influence over the capital structure of family-
owned/controlled5 SMEs’ in Thailand. The framework of networks, 
relationships and guanxi (Figure 3.1) contained independent variables (the 
strength of relationships, network diversity and guanxi – the depth of 
interpersonal relations) as factors drawn from the social capital literature 
that were believed to influence a firms access to capital.  
 

Provided these factors do have an impact on a firm’s access to capital, the 
aim was to determine how they affected access and what the impact was on 
the consequent capital structure of family firms in Thailand.  Research 
hypotheses were developed (Chapter Two) based on existing literature in 
both the field of finance (governance and capital structure) and 
entrepreneurship (networks and social capital). A self-administered 
questionnaire was used to collect the empirical data to be used to test these 
research hypotheses.  The data came from a systematic random sample of 
1,000 firms, as described in Chapter Three.   In this chapter I cover the 
approach to data collection.  I also present descriptive statistics summarizing 
the respondents’ characteristics and some key factors associated with their 
businesses.  This material is presented in three sections. Section 4.1 is 
devoted to an explanation of the process used in data gathering, response 
rates and an evaluation of non-response bias. In Section 4.2 and 4.3, a 
summary of the research responses from questionnaires and interviews have 
been presented. I begin with descriptive statistics in order to present 
demographic information about the respondents, their ownership patterns, 
family involvement, financing and capital structure decisions.  

4.1   Data Gathering and Response Rate 
 

The large survey for data gathering was conducted in the Kingdom of 
Thailand where the sample group is based. In this thesis, the targeted 
respondents are the owner-managers of family-owned/controlled SMEs.  
 
 

5 It should be remembered that in Chapter One, page 16, I defined my target firms as businesses that were 
owned or controlled by a single family group.  These are referred to, throughout this text as “family-owned”, 
“small family firms”, “family and small firms” or “family-owned/controlled” firms. 
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First, a package containing a cover letter, a questionnaire and a postage-
paid reply envelope was sent through ordinary mail to the selected 1,000 
manufacturing SMEs asking the owner or manager of the firm to fill out and 
return the questionnaire. Second, to increase the response rate and the level 
of representation, a new package including a reminder letter (Appendixes E 
and F), a questionnaire and a postage-paid reply envelope was sent again to 
the remaining firms that had not returned the questionnaire after three 
weeks of the initial mailing. In addition, a follow-up by telephone was 
undertaken.  
 

The process of data gathering took place between January and April 2011. 
The initial response rate from the ordinary mail survey and follow-up 
reminders was 292 or 29.2% of the 1,000 sampled firms.  That is, 292 
questionnaires were returned. Of these, 36 were unusable as they were either 
incomplete and/or the firm was not considered to be an SME according to 
the definition applied in this thesis. Thus a total of 256 usable responses 
were returned by small or medium sized firms.  
 

From the total of 256 manufacturing SMEs sampled, only those identified 
as family-owned/controlled firms were originally assessed in order to test 
the research hypotheses developed in Chapter Two and to carry out further 
analyses. That is, these respondents had to satisfy the criteria, previously 
mentioned, including at least fifty percent of the ownership held by a single 
family group related by blood or marriage so that the control of the 
operations of their business was within the family. There are 205 firms 
which had at least fifty percent family ownership where the family members 
exercised control over the firm’s operations. However, 20 firms which had 
the proportion of family ownership under fifty percent were considered as 
family firms in this thesis because the family maintained control of all 
important decisions affecting business operations. All in all, the family firm 
sample was 225 firms which reduced the number of valid responses used for 
that part of the analysis to 22.5% of the original 1,000 mail-out.  Note, 
however, that an additional 31 usable responses from small but non-family 
firms were also used for comparative analysis at a later point, i.e. 25.6% of 
responses were used in the final analysis.  Table 4.1 summarizes the data 
gathering procedure and the response rate. 
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Table 4.1: Data Gathering and Initial Response Rate 
 

 
Sent out Returned 

questionnaire 
Non-

delivered 

Response rate 
(from 

1,000 firms) 
First round 1,000 169 34 16.9% 
Reminder sent 797 123 11 12.3% 
Total returned  292 45 29.2% 
Incomplete  36   
Non family SMEs  31   
Valid responses  225  22.5% 
Usable 
responses 

 256  25.6% 

Evaluation of Non-response Bias 
 

A systematic random sample, given the nature of this population, is less 
likely to lead to bias than a simple random sample. None-the-less, non-
response bias was checked before performing empirical data analysis.  Given 
an unknown and unknowable standard or mean population, I could not 
estimate a universal mean to compare with that of my respondents.  Instead, 
I compared early and late respondents as recommended by Sheikh and 
Mattingly (1981) and by Etter and Perneger (1997) who suggested that the 
late survey respondents could be categorized as non-respondents. The 
differences between the two sets of data, i.e. that from early and late 
respondents, were limited as the sampling frame consisted simply of the 
names of manufacturing firms, their address and number of employees.  
Going further and comparing demographic differences between the two 
groups among returned questionnaires, seemed the best way to assess non-
response bias in this thesis.  
 

Thus, potential non-response bias was evaluated by comparing the early 
responses and late responses in regard to the demographic data associated 
with each responding owner-manager (gender, age, education level, 
management position). Early respondents were defined as those who had 
completed and returned questionnaires within the first three-weeks after the 
initial mailing while late respondents were those who returned questionnaires 
within three-weeks after the reminder notice was sent out. A Pearson Chi-
square test was calculated and no significant difference was found in term of 
gender (χ2 = 0.541, p = 0. 462), age (χ2 = 54.398, p = 0.159), education level 
(χ2 = 4.080, p = 0.666) and management position (χ2 = 3.201, p = 0.202). The 
analysis of response bias is summarized in Table 4.2. The analysis suggests 
non-response biases in this thesis, if any, should not be serious. 
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Table 4.2: Results of Non-response Biases Analysis 
  

Early responses (153) 
Late responses  (103) 

    χ2   d.f.     p 

Gender 
Age 
Education level 
Management position 

0.541 
54.398 
4.080 
3.201 

 
 
 
 

  1 
 45 
  6 
  2 

0.462 
0.159 
0.666 
0.202 

 
It should be noted, however that there were major floods in Thailand two 

weeks after my original survey was mailed and lasting for some two months.  
Although many first responders had already returned the questionnaire, it is 
possible that slower action from the first group of respondents became 
confounded with those who did not respond until they had received the 
second notice reminding them to return the questionnaire. Thus the 
distinction between those who returned the questionnaire in the first three 
week period and those who returned it after the three week reminder may be 
muddled.  

4.2   Descriptive Statistics 

The following section is dedicated to presenting descriptive statistics 
summarizing demographic information, ownership patterns, family 
involvement, financing and capital structure decisions and personal 
relationships among respondents classified as family firm owner-managers. 
Given the population from which this sample was taken, and the number of 
usable responses received, the sample size was large enough for empirical 
analysis and is representative for the target population. The figures 
presented in Tables 4.3 - 4.5 highlight the demographic information 
characterizing the sample used for the analysis of family firms.   

4.2.1   Demographics Information 

The majority of responding firms were not new businesses, as shown in 
Table 4.3. Around three quarters of the firms were more than ten years old; 
33.3% had been established for more than 20 years. Another 42.7% of them 
were between 11 – 20 years old. Only 0.9% had operated for 3 years or less. 

The size of the firm (Table 4.3) was measured by two dimensions; 
number of employees, and capital investment. As previously stated, a 
manufacturing firm is categorized as small when it employs up to 50 persons 
and medium if it employs between 51 and 200 persons. When size is 
measured by capital investment, a firm is categorized as small when it has 
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capital investment not more than 50 million Baht and or for a medium sized 
firm,  between 51-200 million Baht. The targeted respondents were intended 
to be small (or medium sized) by definition but the ability to predetermine 
the size of firms in the sample was limited given that the original addresses 
of potential respondents were garnered from the two government databases 
that did not separate firms by size.  

Table 4.3: Characteristics of Businesses (1) 
 

Characteristics Total Sample % 
Number of Firms 225 100 
Age (years) of Firm   
              Less than 3  
              3 – 5 
              6 – 10 
              11 – 20 
              More than 20 

 
2 
18 
34 
96 
75 

 
0.9 
8.0 
15.1 
42.7 
33.3 

 
Number of employees  
              10 – 50 persons 
              51 – 100 persons 
              101 – 150 persons 
              151 – 200 persons 
             

 
125 
46 
23 
31 

 
55.5 
20.5 
10.2 
13.8 

Total capital investment  
 10 million Baht or less 
 11 – 50 million Baht 
 51 – 100 million Baht 
 101 – 150 million Baht 
 151 – 200 million Baht 
              More than 200 million Baht  

 
76 
85 
23 
12 
11 
18 

 
33.8 
37.8 
10.2 
5.3 
4.9 
8.0 

The majority of respondents were rather small with 55.5% having at least 10 
but not more than 50 employees (Fewer than ten employees, as already 
noted, would indicate a micro firm and these were excluded from the 
analysis). Nearly one-third of these family firms had capital investment of 
more than 50 million Baht. The information provided in the Table relates 
only to those firms that were classified as small or medium sized family firms 
using this data.  

Table 4.4 provides more information pertaining to the types of 
manufacturing concerns that made up this small firm sample.   A total of 
68.4 % of the firms represented among respondents were located in rural 
areas.  This does not reflect a bias in the sample but is due to the fact that the 
manufacturing sector in Thailand normally maintains factories or plants in 
rural areas. The proportion of type of manufacturing is reasonably 
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comparable with the sampling frame retrieved from the two databases. The 
respondent firms consisted most frequently of fabricated metal (11.1%), food 
and plastic (10.7%) and transportation (6.7%) manufacturers. Only the 
proportion of small firm respondents within transportation classification did 
not mirror the proportion within the sampling frame. The findings reported 
in this thesis, however, reflect the current situation affecting financing 
decisions for family-owned/controlled manufacturing SMEs in Thailand as a 
whole but each manufacturing type of SMEs has not been differentiated in 
the analysis. 

Table 4.4: Characteristics of Businesses (2) 
 

Characteristics Total Sample % 
Number of firms 
 
Location 
 Metropolitan 
 Urban 
 Rural 

225 
 
 

19 
52 
154 

100 
 
 

8.4 
23.1 
68.5 

Type of manufacturing 
 Agricultural 
 Food 
 Beverages 
 Textile 
 Wearing 
 Leather 
 Wood 
 Furniture 
 Machinery 
 Rubber 
 Chemical 
 Electricity 
 Publishing 
 Petrochemical 
 Transportation 
 Plastic 
 Non-metal 
 Metal 
 Fabricated metal 
 Paper  
 Other 

 
9 

24 
5 
9 
4 
2 
10 
8 
10 
5 
9 
14 
10 
2 
15 
24 
11 
10 
25 
8 
11 

 
4.0 
10.7 
2.2 
4.0 
1.8 
0.9 
4.4 
3.6 
4.4 
2.2 
4.0 
6.2 
4.4 
0.9 
6.7 
10.7 
4.9 
4.4 
11.1 
3.6 
4.9 

Results shown in Table 4.5 indicate that the majority of the respondents 
were male and held the owner- manager position in the firm.  The 
distinctions listed here refer to the respondent and while most respondents 
were, indeed, owner-managers, some were manager’s from within the family 
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responding on behalf all owners while those classified as ‘other’ had roles 
ranging from accountant to personnel director (although these were, as can 
be seen, few). Respondents were slightly more often male (55.6%) than 
female (44.4%) but the difference was statistically insignificant. According to 
a report of National Statistical Office, Thailand (NSO), 2010, the proportions 
of formal and informal employed persons as a whole are male (54.04%) and 
female (45.96%). The proportion of the respondents are a close match to the 
working population. It is estimated that women entrepreneurs comprise 
approximately half the numbers of overall SMEs’ entrepreneurs (The 
Institute for Small and Medium Enterprises Development (ISMED), 2009).   

Table 4.5: Characteristics of Respondents 

 
Characteristics Total Sample % 
Number of Firms 225 100 
Gender 
               Male 

Female 

 
125 
100 

 
55.6 
44.4 

 
Management Position 
 Owner-manager 
 Manager 
 Other 

 
139 
71 
15 

 
61.8 
31.6 
6.6 

   
Age (years) of Entrepreneur 
      Less than 30 
      30 – 39 
               40 – 49 
               50 – 59 
               60 and more  
              

 
9 

44 
74 
80 
18 

 
4.0 
19.6 
32.9 
35.5 
8.0 

Experience in business field (years) 
               Less than 5 
               5 – 9 
              10 – 14 
              15 – 19 

20 and more 

 
12 
31 
39 
33 
110 

 
5.3 

13.8 
17.3 
14.7 
48.9 

   
Educational level 

Lower than high school 
High school 
Apprenticeship 
Vocational/Diploma 
Bachelor Degree 
Master Degree (not MBA) 
MBA 

 
14 
19 
1 

15 
109 
25 
42 

 
6.2 
8.4 
0.4 
6.7 

48.5 
11.1 
18.7 
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The range of ages used herein was adopted from the age ranges 
categorized by the National Statistics Office (NSO), Thailand.  According to 
the distribution in the workforce as a whole (NSO, 2010), labor force 
participation rates6 within the 30 – 39 and 40 - 49 age group had the highest 
rate of employment at 91.1% and 90.1% respectively. The 50 – 59 years age 
group had a participation rate of 82.1%. Respondent age was dispersed, 
ranging from under 30 to 60 and more. 35.6% of the respondents are 
between 50 - 59 years old followed by 40 - 49 years old (32.9%). Only 4% of 
the respondents were younger than 30 years of age.  

Most respondents were well educated with 48.4% having a bachelor’s 
degree and 29.8% having a master’s degree (MBA and others). Only one-
fourth of respondents have educational levels lower than a bachelor’s degree. 
The majority of the respondents who were owner-managers (61.8%) and 
managers (31.6%) had a moderately high level of educational attainment, 
reflecting, at least in part, their suitability to lead these firms. The ‘other’ 
category, classified as management positions, consisted of assistant 
managers, personnel directors, specialists and accountants who had to be at 
least at the Bachelor’s level.   However, with regard to the workforce in 
Thailand as a whole, only 30.97% hold at least a Bachelor’s degree (NSO, 
2010). The inference is that a sizable proportion of well-educated persons 
tend to run and manage family owned businesses. The reason for this is not 
part of the current study but provides an interesting take off point for future 
research to determine why more educated people are likely to run and/or 
manage family firms in Thailand.  
 
Table 4.6: Person(s) Who Decides How the Firm Will be Financed 

 
Person(s)   

Owner-managers 186  
The manager 7  
The board of directors 
Other employee(s) 
Other 

59 
1 

   3 

Table 4.6 summarizes responses to a question about who makes the 
financial decisions in the firm, respondents indicated that the financing 
decisions in these firms are mostly taken by owner-managers (186 
respondents) followed by a board of directors. This confirms the research of 
Donckels and Frohlich (1991) and Barth et al. (2005) who found that SMEs 
and in particular family-owned or controlled SMEs are regularly controlled 

6 Labor force participation rates = (The population in the total labor force/ The population 15 years of age and 
over) X 100. 
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and dominated by an owner-manager who has an overwhelming influence 
on all aspects of the firm’s direction, especially financing decisions.  This was 
the basis for selecting the owner-manager of the firm as my target for this 
thesis.  

 
As also would be expected, given previous studies of larger firms (Kanatas 

and Qi, 2001; Lewellen, 2006; Abor, 2007), the board of directors has some 
influence among SMEs as can be seen by the fact that 59 respondents have 
indicated that the board makes financing decisions. 

4.2.2   Ownership 
 
Table 4.7: Ownership Patterns and Family Involvement 

 
Characteristics Total Sample         % 
Number of Firms 225 100 
 
Legal form 

Sole proprietorship 
Partnership 
Corporation 

 
Proportion of family ownership 

Less than 50% 
50% - 99% 

              100% 

 
 

10 
5 

210 
 

 
20 
87 
118 

 
 

4.4 
2.2 

93.4 
 

 
8.9 
38.7 
52.4 

 
Controlling ownership 

Individual 
One family 
More than one family 

 
 

51 
126 
48 

 
 

22.7 
56.0 
21.3 

 
Generation of business 

First 
Second 
Third and beyond 

 
 

123 
94 
8 

 
 

55.9 
40.2 
3.9 

   
Proportion of family member in 
management team     

 86.46% 

The next two paragraphs are used to refer to summary data presented in 
Table 4.7. The legal form of family firms surveyed consisted of corporations 
(93.3%) followed by sole proprietorships (4.4%) and partnerships (2.2%). In 
general, the sole proprietorship form is attractive for entrepreneurs because 
as it is owned by one person little legal paperwork is required to set it up. It 
is the most common form of business in Thailand (Department of Business 
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Development, Thailand, 2010).  However, individually owned firms tend to 
employ fewer than 10 workers and are categorized as micro firms hence they 
were excluded from this thesis. The corporate form dominates among 
respondents to this thesis, at least in part, because these micro firms have 
been excluded. Larger entities, employing more people, must have more 
organized systems in place (Cooper, 1985).  These organized systems are 
generally associated with incorporation. There are also tax benefits for the 
corporate form once profits have reached a particular level as this allows the 
firm to retain earnings for future investment (Graham, 2000; Sutherland, 
2001). 

The majority of the responding firms (52.4%) indicated that the 
proportion of family ownership was 100%.  Even those where the family did 
not maintain total ownership, they tended to maintain a controlling 
ownership in one family. The proportion of family members in the 
management team was 86.46%. This was determined by calculating the 
average proportion of the number of family members of the business owner 
among the persons who were said to make important decisions affecting 
business operations. The first generation of the family was in charge of 
operations in 55.9% of the firms, 40.2% were in the second generation and 
only 3.9% were in the third generation and beyond. This is in line with the 
statistics disclosed by Beckhard and Dyer (1983) in their study of family 
firms in The US. They found that the 30% of family firms survived a 
transition and were passed on to a second generation while only 10% made it 
to the third generation. This drop-off in generations, particularly beyond the 
second generation is said by Handler (1994), who examined family firms in 
The US, to be a problematic issue among all family firms. The numbers 
provided by respondents appear to confirm his assertion for Thailand as 
well.  

4.2.3   Financing 

The sources of finance used by survey respondents were provided in Table 
4.8. The actual use of different external financial sources was characterized 
by a heavy reliance on bank financing (both short and long-term) and 
followed by trade credit from suppliers. Short and long-term bank loans 
were used by 45% and 40% of the firms respectively but only to a limited 
extent, along with 26% who use trade credit also to a limited extent. Only 
41% and 38% of the firms used bank financing (short and long-term 
respectively) to a large extent. Other financial sources only were used to a 
limited extent, for example, family loans, short-term loans from friends and 
corporate partners outside the family and long-term leasing. Financial 
sources used by very few firms included capital from company employees  
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Table 4.8: Sources of Financing Used to Keep Business in 

Operation  

 

 
Notes: A 5-point scale was used to collect data (Score: 1, Never; 2, Rarely; 3, 
Sometimes; 4, Occasionally; 5, Frequently) and then the scales were adapted 
in percentages to: Never = 1, Limited extent = 2&3, Large extent = 4&5 

(used to some extent by approximately four percent of firms); long-term 
subsidies from government or individual external investors (each used only 
by nine percent of the firms). 

Sources 

Share, percentage,  
of respondents answering: 

Never    Limited            
Extent 

 Large 
Extent 

Trade credits 37 26 37 
Short-term loans from …    
     Family  43 45 12 
     Friends 73 24 3 
     Banks or financial institutions 14 45 41 
     Company employees 96 4 0 
     Corporate partners outside family 78 22 0 
Short-term subsidies from 
government 

 
88 

 
10 

 
2 

Credit cards 79 15 6 
    
Long-term loans from…    
     Family  60 33 7 
     Friends 84 14 2 
     Banks or financial institutions 22 40 38 
     Company employees 97 3 0 
     Corporate partners outside family 86 13 1 
Long-term subsidies from 
government 
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7 

 
2 

Long-term leasing 60 30 10 
Off balance sheet financing 79 17 4 
    
Equity via:    
Personal savings 16 45 39 
Retained earnings 8 41 51 
Purchased shares by…    
     Family  68 21 11 
     Friends 88 11 1 
     Company employees 95 5 0 
     Individual investors 91 9 0 
     Corporate partners outside family 88 11 1 

81 
 



 

Equity via retained earnings and personal savings were used frequently. 
Retained earnings were used by 51% of the firms to a large extent, while 39% 
used personal savings to a large extent. Shares purchased by family members 
were used to a limited extent by respondents. Shares purchased by friends 
and corporate partners outside the family were used by very few firms. Most 
firms in the sample relied on internal sources of funds. These results appear 
to confirm the standard belief among researchers that small firm owners, 
whether family firms or not, maintain personal control through ownership 
(Hutchinson, 1995; McMahon, 2001; Kotey, 2005). This has been discussed 
further in the analysis of these results in line with network and relationship 
issues. 

Table 4.9: Capital Structure  

 
 Mean (%)  Median (%) Mode (%) 
Short-term debts 18.76 15.00 0 
Long-term debts 25.31 20.00 0 
Equity 55.93 50.00 100 

As seen in Table 4.9, the average debt of firms surveyed was 44.07% and 
average equity capital was 55.93%. The median value for short-term debts 
and long-term debts were 15% and 20% correspondingly. Statistically, half of 
the firms employed relatively small amounts of short-term and long-term 
debts. In line with mode values, seventy-five out of the whole sample of firms 
reported no value for short-term debts and sixty-six firms did not employ 
long-term debt. Conversely, when considering the mode value for equity 
financing, the value of 100% were indicated by forty-five out of the whole 
sample of firms. That is, among family-owned/controlled SMEs there 
appears to be a greater reliance on equity than on debt as would be expected 
if family firms are attempting to maintain control over their activities 
through ownership.  However, it is the composition of both the debt and 
equity utilized in the firm (whether internal or external to the family) that 
was of interest here given our examination of the relationships that can be 
factored into a reliance on particular sources of capital. 

4.2.4   Relationships and Networks 

Study respondents were asked to indicate a single important provider of 
capital or person who made access to a provider of capital easier for them.  
They were then asked to answer questions related to that individual only. 
The types of interpersonal relationships (guanxi) that the individual could 
have with this provider were broadly divided into three major categories 
(family, friends and acquaintances). 
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Table 4.10: Interpersonal Relationship 

 

Table 4.10 provides a summary of their responses.  It would seem that the 
most important person who is a capital provider or of help in providing 
financial support to the firm was a family member (56.4% of respondents 
indicated this). There were 74 firms or 32.9% of them, who indicated that an 
acquaintance (including a bank official) was the most important key capital 
provider. The majority of respondents indicated that they usually made 
contact with the key facilitator or main capital providers 5 or more days per 
week and had known each other more than 20 years. The depth of these 
relationships will be discussed further in the analysis that follows in Chapter 
Five. 

4.2.5   Utilization of Personal Ties, Networks and Connections 

Respondents were asked the extent to which they have utilized their personal 
relationships and ties with buyer firms, supplier firms, banks, statutory 
authorities, and other investors in order to obtain finance. The respondents, 
if they used their connections at all, used them to access funds from banks or 
credit agencies.  Forty-two percent (42%) of respondents utilized ties and 
connections to obtain finance extensively. Respondents extensively used 

  Total sample % 
Number of firms 
 
Relationship with Person A 
     Family 
     Friend 
     Acquaintance 
      

 225 
 
 

127 
24 
74 

 

100 
 
 

56.4 
10.7 
32.9 

Frequency of contact 
     Semi-annually or less 
     Quarterly 
     Monthly 
     Weekly 
     2 – 4 days a week 
     5 or more days a week 

  
36 
22 
40 
33 
29 
65 

 

 
16.0 
9.8 
17.8 
14.7 
12.9 
28.8 

 
Duration of relationship 
     Less than 1 year 
     1 – 2 years 
     3 – 5 years 
     6 – 10 years 
     11 – 20 years 
     More than 20 years 

  
0 
6 
18 
22 
52 
127 

 
0 

2.7 
8.0 
9.8 
23.1 
56.4 
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their networks to access a supplier in order to obtain trade credit (24%).  
Government or statutory authorities and other investors were used 
infrequently. 

4.2.6   Network Diversity 

Network diversity was measured by the sum of all reported contact persons. 
Figure 4.1 below illustrates the proportion of contact persons whom each 
respondent approached when he/she was in need of financial advice or 
assistance. Many respondents regularly spoke with their family member 
(37%) and banker (33%) when they needed financial assistance. Fellow 
business owner and friends were usually consulted by only 10% of 
respondents. Very few respondents indicated that they usually spoke with or 
contacted government support agencies (3%), their accountant/attorney 
(3%), professional/trade association (3%) and local officials (1%) for their 
financial assistance. The majority of respondents did not have a wide range 
of contacts they turned to for financial assistance.  Apart from their family 
members they regularly consulted only with their bank officers. This finding 
reveals that respondents had contacts with individuals with the small set of 
backgrounds which relied heavily on only their family and outsiders from 
financial institutions. 

 
According to Figure 4.2 below, family members (28%), fellow business 

owners (23%) and friends (17%) were the main contacts with whom the 
respondents usually spoke or contacted when in need of advice about general 
business issues. The findings that the respondents consulted regularly on 
general issues reveal the variety of backgrounds of contacts. Nevertheless, 
government support agencies (5%) and local officials (3%) were contacted by 
very few respondents.  
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Figure 4.1: Financial Network Diversity 

 

 

Figure 4.2: General Network Diversity 
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4.2.7   Considerations (Factors) Governing Financing Decisions 
 
Respondents were asked to evaluate whether corporate tax, 
interest/dividend payments, their financial independence, their voting 
control, the cost of financial distress and the desire to avoid dilution were 
important considerations governing their business financing decisions.  They 
were given a 5-point semantic differential scale where 1 = unimportant and 5 
= important. Of the six considerations, only four of them were considered to 
be important in their business financing decisions. The majority (65%) of the 
respondents considered the issues of voting control and costs of financial 
distress as key concerns governing financing decisions. These were followed 
by financial independence (62%) and concerns about interest/dividend 
payments (60%). Avoiding dilution was a concern for 42% of respondents. 

4.2.8   Trust Issue and Guanxi 
 
In the Section 6 of the questionnaire, there were a list of statements asking 
respondents to indicate their opinions about issues of trust (four statements) 
and elements of guanxi (three statements). Those statements were; trust is a 
major aspect of personal relationships, trust is a major aspect of business 
relationships, trust results in loyalty to each other and trust results in a 
commitment to each other, personal relationships with others matter, 
reciprocity and favors are important and saving one’s face in society should 
be considered. The responses were collected using a 5-point Likert scale 
where 1 = strongly disagree to 5 = strongly agree. The median value for each 
of the seven statements was 4, half of the respondents strongly agree with 
those statements. Respondents strongly believe that trust is a major aspect of 
personal relationships (43%). Regarding guanxi, 63% of respondents agree 
with the statement that saving one’s face in society should be considered, 
while only 4.5% disagree. 

4.3   Semi-structured Interviews 
 
While the semi-structured interviews were limited, in terms of numbers, 
they did provide strong support for much of what the numbers from survey 
responses indicated.  By interacting with the respondents, I was able to 
clarify issues that may have arisen and expand on concepts that were starting 
to seem important. The key issues that arose during interviews are 
summarized below, along with a sample of interview quotations translated 
by me. 
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Keeping family control/Financial safety:  
 
Most owners thought it was a bad idea to have non-family members in the 
management team. One of owner-managers provided this statement about 
the importance of maintaining control within her family: 
 

“My family-owned firm is not too big, all of the 
powers and decisions are in my hands, this is 
good as it gives me, for instance,  flexibility to 
choose between various courses of action i.e. 
whether to invest more, whether to contact 
with my bank or even build a new factory….    
…. I really don’t want non-family members or 
my relatives to be involved in a decision 
making role or to deal with authorities and I 
think it is unlikely I would have outsiders 
contained in our management group…” 

 
Most interviewees were first generation owner-managers and had a 

strong desire to set up a business that would be continued, in the future, by 
their younger family members. Their extended families, even where they 
were not the owners, were their most important supporters (both 
emotionally and financially).  They relied on them heavily.  Where there was 
extended family involvement in operations, this had an impact on the 
financial strategies adopted as the need to help family members was a strong 
refrain in these interviews. An owner in a textile industry firm and an owner 
of a plastic industry firm put it this way: 
 

“Since I started the business I prefer to rely 
only on family and internal resources because 
I am comfortable with this and I’ve seen it is 
easy to deal with. Another point to raise is that 
when using any external finance, there are 
many requirements that I need to follow and it 
usually takes a lot of time to manage. As a 
result, turning to family, relatives or my 
money is easier and more dependable than 
other persons.” 
 
“… As our family is close and we have three 
generations living together, we place great 
value and importance on family concerns. We 
have to help each other, within the family, in 
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relation to any kind of issue… Surely, I think 
that my sister is willing to help me if I need her 
to handle financial needs at least as far as she 
is capable.  … Especially we wouldn’t like to 
transfer the ownership and control to non-
family members. Our aim in running our 
business is business succession to the 
descendants in other words, we intend to keep 
our business within the family.” 

 
There seemed to be little agreement with the idea that there could ever be 

a reason for ceding even a small proportion of ownership to outside control. 
Growth was irrelevant to those interviewed, or, if not totally irrelevant, was 
given very little consideration.  This was particularly true among older 
owner-managers whose preferences both in financing and other business 
practices were very conservative. They expressed high levels of risk aversion, 
emphasized the need to save their own money and emphasized the need to 
use retained earnings for future expenditures. If external capital was ever 
needed, they believed it should be for investments in assets that would be 
acceptable as collateral with banks, for example, machinery that could be on-
sold if necessary. An experienced owner-manager who has run a machinery 
manufacturing firm for at least 25 years mentioned the following in an 
interview: 
 

“You never know when you may be in any 
uncertain situations, then to play it safe in 
every business dealing and activities especially 
in financing matters and having a kind of 
obligation seems to be very crucial for me. I 
like doing business with my ‘a bit old-
fashioned’ approach but I may accept other 
people ideas and advice… … Further, I prefer 
being a less risky operation. That means I tend 
to spend money for investment in the business 
from retained profit and my own money” 
 

Another owner from publishing firm explained it this way: 
 

“Since my business was established twenty 
years ago, my business has grown slowly. It is 
this way because I would really like to manage 
it by myself in every aspects and I need to 
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make sure that I can properly deal with it in 
every step I take.”  

  
Sources of finance being used:  
 
Owner-managers normally made financing decisions (and capital structure 
decisions) absolutely by themselves, although they would consult with other 
family members prior to making that decision. Apart from reliance on 
internally generated funds, interviewees indicated that they were willing to 
use trade credit from suppliers, not really considering this as debt. If the 
goods from the supplier went unsold/un-used, they could be returned.  
Again, this was aligned with their conservative principals. Many owner-
managers used bank overdrafts to increase their liquidity, which they felt 
was a very convenient service offered by banks.  Somehow they did not see 
an over-draft as a loan.  
 
Financial contentment/ No trade-off theory concerns:  
 
Interviewees were not seeking an optimum trade-off between debt and 
equity, unless insisting on keeping debt low is considered optimization.  
They kept their debt in control, enhancing their independence and 
maintaining family control over the business.  Those who did use external 
finance said they had no difficulty obtaining it, provided they could provide 
collateral.  Many owner-managers had never borrowed any money or used 
money from others (outside the family) and they indicated that they had no 
need for it. Some of owner-managers emphasized their financial 
contentment in their financing activity as follows: 
 

“Once you obtain a term loan from bank, you 
will have to be followed up on your operations 
and what is going on with your financial 
situation. The bank’s conditions could 
influence your firm operations. I’ve seen it as 
an annoying thing and it makes me feel 
uncomfortable to cope with it. That is why I 
rarely employ debt financing or borrowing 
from other people. I mean I usually keep the 
level of debt as low as I can.” 
 
“… We wouldn’t borrow or use debt financing. 
We considered that we could seek external 
financing but we preferred and decided on 
having assistance from our family members. 
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Rather than reliance on debts or new equity I 
think dealing with borrowing from my close 
relative make the thing more flexible and 
independent than getting it from outsiders. I 
feel less worry…” 

  
Bank Financing:  
 
Where external financing was used, bank loans predominated. Owner-
managers contacted banks where they had established relationships when 
they needed business assistance or financial support from outside their 
family. The frequency of such contact varied among respondents. The range 
of contact was from infrequent (when they had a need) to frequent and social 
(participating in bank sponsored activities and providing gifts to bank 
officers). Even where social contact occurred between owner-managers and 
bank officers, respondents indicated that a credible business plan, good 
financial transactions and financial track records were crucial in order to 
receive a loan from banks. They made it clear that connections and personal 
relationships had little impact on their access to loans although they believed 
that, historically, social capital was once more useful. Some owner-managers 
pointed this out in the following remarks: 

 
“… From my point of view, relationships, 
connections and networks were being utilized 
when my father (the founder) ran this business 
in the past but in my generation these tools do 
not work anymore within the present era … … 
I still keep using the same bank as my father 
did and I never changed to other sources …”  
 
“… I would say that I have a very good 
personal relationship with the lending officer 
who takes care of my case … … Primarily, our 
relationship with the lending officer from the 
bank merely focuses on financial matters and 
to some extent to deal with my business 
problems, many times they are helpful and 
provide me with the appropriate advice.”  
 

Connections and relationships:  
 
When asked about the efficacy of social contacts with sources of funds, 
respondents stated that knowing someone before requesting funding, or 
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having a contact who could act as a referee could provide a lender with a 
greater degree of confidence when making a loan. However, they emphasized 
that the legitimacy of the firm and its reputation were of greater import 
when getting financial assistance and support. As an owner-manager 
detailed in the following statement: 
 

“… As for the small family firm, I think the 
popularity or reputation of key persons who 
run and lead the firm would be counted as the 
image of the firm. According to my experience, 
if my reputation is good enough and widely 
many people around this community know 
me, I think it would make things easier than if 
you don’t have a good reputation. 
Consequently, in many cases it works well 
when you ask other counterparts for 
assistance with your financial concerns.” 

 
Networks help in spread knowledge and news within the industry:  
 
Related to the query above, owner-managers who were interviewed 
emphasized that networks were generally useful but not for obtaining 
finance.  The benefits to be derived from joining business clubs, Rotary Club, 
Chamber of Commerce or other professional unions and associations, were 
due to the information gained.  That is, the networks spread news relevant to 
the industry that was useful to their operations. Those who did join these 
associations (several stated that they were not socially involved) indicated 
that on average, they would attend meetings twice a month. One of owner-
managers from the rubber industry declared the following statement: 
 

“… for myself at least, meeting with key 
persons in the Thai rubber association and 
joining the special workshops and seminars 
set by the industrial association, the main 
motive is to exchange and be informed about 
the pricing of products and direction of the 
industrial market, know-how in our 
production, relevant news and other updated 
issues.” 

 
Whereas the number of interviews was insufficient for an analysis by 
applying either quantitative or qualitative techniques, the information I 
garnered through this process provided useful support for the conclusions 
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derived through an analysis of the empirical data. Quotations from 
respondents were anecdotally used together with the further analysis of the 
data gathered, as presented in Chapter Five and my understanding and 
interpretation of that analysis as presented in Chapter Six. 
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5   Data Analysis and Findings 

5.0   Introduction 

In the previous chapter descriptive statistics were used in presenting 
demographic information about respondents and their businesses, 
ownership patterns, family involvement, financing and capital structure 
decisions. My key purpose was to investigate whether social networks and 
interpersonal relationships had an effect on family-owned/controlled SMEs’ 
access to capital. Recall that the research hypotheses (H1a7 and H28) and the 
framework of networks, relationships and guanxi from Chapter Three 
related to a number of independent variables that are believed, by numerous 
researchers, to influence access to capital. These factors consist of the extent 
(use), diversity, duration and depth of relationships and networks as well as 
the extent of family control. Provided these factors do have an impact on a 
firm’s access to capital, my aim was to determine what their impact is on the 
consequent capital structure of the firm.  That is, do particular influences 
affecting access to capital affect the types of capital used by the firms? The 
research hypotheses were examined in order to understand how these 
factors related to capital accessibility and the implications they may have had 
on capital structure choices. I start the data analysis with SUR in Section 5.1. 
Logistic regression analysis is shown in Section 5.2 and multiple 
discriminant analysis is shown in Section 5.3. At the end of this chapter, test 
of mean differences are presented. 

The interpersonal relationships and networks that a family firm’s owner-
manager utilized and the attitudes of owner-managers toward family control 
were expected to lead directly to the levels and types of capital used, internal 
or external and debt or equity. In this thesis, factors governing the social and 
professional networks of family firm owner-managers and their attitudes 
toward family control were independent variables. All the various 
independent variables were thought to have a possible influence on capital 
structure. Capital structure determined via the capital used was the primary 
dependent variable. While twenty-three types of financing were examined, 
these were also categorized as provided by either insiders or outsiders in the 
form of either debt or equity. In order to test the two research hypotheses, 
the independent variables were used to make predictions by using statistical 
techniques about the directions that would be taken by dependent variables 

7H1a: The extent (use), diversity, duration and depth of the family firm owner-manager’s social and 
professional networks affect their access to capital. 
8H2: Owner-managers who indicate a preference for maintaining family control follow the traditional pecking 
order theory when financing their activities.  
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when the independent variable was associated with gaining capital (positive) 
or not gaining capital (negative). I first examined the influences of the depth 
of a relationship (reciprocity and degree of closeness), strength of network 
ties (as part of the depth of a relationship), the extent (0f use) of networks 
(ties utilization) and the extent of family control using seemingly unrelated 
regressions (SUR) analysis (all independent variables are in the gray areas in 
Figure 5.1). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 5.1: The Diagram under Investigation in SUR Analysis 
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5.1   Seemingly Unrelated Regressions (SUR) 
 
In this section, hypotheses and discussion of underlying relationships 
between elements of networks, relationships and the extent of family control 
as well as access to capital were expressed as SUR equations. I used variables 
or constructs which were available in the extant literature in 
entrepreneurship, management and finance as seen in column 1 of Table 5.1. 
Column 2 provides information on how each construct was measured. All of 
the multi-item variables were formative9, constructed by me based on the 
literature.  

 
Table 5.1: Scales under Investigation in SUR Analysis 

 
Construct (Inspired 
or Based on) 
(Formative Items 
in Multi-Item Scale 

 
 
 

Items 
Independent Variables 

ReciprocityFF 
(Kristiansen, 2004; 
Mackinnon et al., 
2004; Ordóñez de 
Pablos, 2005; Hussain 
et al., 2010) 

Please indicate the amount of interaction you 
have had (0 = “no interaction at all”, and 5 = 
“very extensive”) in regard to….: 
• Share information about financial concern 

in general with family  
• Share information about financial concern 

in general with friends 
• Level of coordination (business or others 

activities) with family 
• Level of coordination (business or others 

activities) with friends 
 

DegreeCloseFF 
(Harrigan, 1985; 
Wilson, 1995) 

Please indicate the amount of interaction you 
have had (0 = “no interaction at all”, and 5 = 
“very extensive”) in regard to….: 

 • Joint problem solving with family 
 • Joint problem solving with friends 
  
ReciprocityBank 
(Kristiansen, 2004; 
Mackinnon et al., 
2004; Ordóñez de 
Pablos, 2005; Hussain 
et al., 2010) 

Please indicate the amount of interaction you 
have had (0 = “no interaction at all”, and 5 = 
“very extensive”) in regard to….: 
• Share information about financial concern 

in general with banks 
• Level of coordination (business or others 

activities) with banks 

9 In contrast with reflexive indicators, under a formative perspective “a concept is assumed to be defined by, 
or to be a function of its measurements” (Bagozzi and Fornell, 1982, p. 34). 
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DegreeCloseBank 
(Harrigan, 1985; 
Wilson, 1995) 

Please indicate the amount of interaction you 
have had (0 = “no interaction at all”, and 5 = 
“very extensive”) in regard to….: 

 • Joint problem solving with banks 
  
TieUtilizationBank 
(Tie Utilization with 
Bank) 
(Le and Nguyen, 
2009) 

Please indicate the number best describing the 
extent to which you have utilized personal ties, 
networks and connections to obtain finance 
during the past three years with bank (1 = “very 
little”, and 5 = “very extensive”) 

  
TieUtilizationInv 
(Le and Nguyen, 
2009) 

Please indicate the number best describing the 
extent to which you have utilized personal ties, 
networks and connections to obtain finance 
during the past three years with individual 
investor (1 = “very little”, and 5 = “very 
extensive”) 

  
StrongTiesFin 
(Manolova et al., 
2006) 

Which do you usually speak with or contact if 
you want advice about “Financial assistance”? 
(family and friends) 

  
WeakTiesFin 
(Manolova et al., 
2006) 

Which do you usually speak with or contact if 
you want advice about “Financial assistance”? 
(fellow business owner, professional or trade 
association, banker, 
accountant/attorney/engineer, government 
support agencies, local officials) 

  
WeakTiesGen 
(Manolova et al., 
2006) 

Which do you usually speak with or contact if 
you want advice about “General business 
issues”? (fellow business owner, professional or 
trade association, banker, 
accountant/attorney/engineer, government 
support agencies, local officials) 

  
GuanxiOpinion 
(Wilson, 1995; Tsang, 
1998; Kidd and Lu, 
1999; Wang, 2007) 

Please specify your opinion (1 = “strongly 
disagree”, and 5 = “strongly agree”) in relation 
to…… 
• Personal relationships with others matter 
• Reciprocity and favors are important 
• Saving one’s face in society should be 

considered 
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TrustOpinion 
 (Wilson, 1995; Tsang, 
1998; Kidd and Lu, 
1999; Wang, 2007) 

Please specify your opinion (1 = “strongly 
disagree”, and 5 = “strongly agree”) in relation 
to…… 
• Trust is a major aspect of personal 

relationships 
• Trust is a major aspect of business 

relationships 
• Trust results in loyalty to each other 
• Trust results in commitment to each other 

  
TheExtentControl 
(Carney, 2005; 
Blanco-Mazagatos et 
al., 2007) 

Please specify your opinion in relation to “I 
would prefer to maintain family control rather 
than pursue all growth opportunities” (1 = 
“strongly disagree”, and 5 = “strongly agree”). 

(Pinegar and 
Wilbricht, 1989) 

Please indicate the relative importance of …… (1 
= “unimportant”, and 5 = “important”) in your 
financing decisions: 

 • Financial independence 
 • Voting control 

 
Dependent Variables 

BankLoans 
(Bank Loans) 

Since starting the business to what extent the 
following financing sources being used to keep 
your business in operation are (1 = “never”, and 
5 = “frequently”): 

 • Short-term bank loans 
 • Long-term bank loans 
  
InternallyFund 
(Internally Generated 
Fund) 

Since starting the business to what extent the 
following financing sources being used to keep 
your business in operation are (1 = “never”, and 
5 = “frequently”): 

 • Personal savings 
 • Retained Earnings 
  
FconLoans 
(F-connection Loans) 

Since starting the business to what extent the 
following financing sources being used to keep 
your business in operation are (1 = “never”, and 
5 = “frequently”): 

 • Short-term loans from family 
 • Long-term loans from family 
 • Short-term loans from friends 
 • Long-term loans from friends 
  
FconEquity 
(F-connection Equity) 

Since starting the business to what extent the 
following financing sources being used to keep 
your business in operation are (1 = “never”, and 
5 = “frequently”): 
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 • Shares purchased by family 
 • Shares purchased by friends 
  
ExternalEquity 
(External Equity) 

Since starting the business to what extent the 
following financing sources being used to keep 
your business in operation are (1 = “never”, and 
5 = “frequently”): 

 • Shares purchased by individual investors 
 • Shares purchased by corporate partners 

outside family 
 
 Six equations were used to assess whether the independent variables 
affected the dependent variables in the anticipated direction.  That is, the 
equations were intended to test whether the included variables had a positive 
or negative affect on the ability of the firm to raise capital from the given 
source. As seen in Table 5.2, the first row, for example, shows that the 
measures of reciprocity between the owner-manager and their family and 
friends, as measured given the degree of interaction (see Table 5.1 above)  
was expected to positively relate to the raising of loans through an F-
connection.  An extended definition of the independent variable is also 
presented in the middle column.  

Table 5.2: Constructs/Variables and Their Expected Effects 
 

Independent 
Variables Definition 

Expected 
Effect 

(Hypothesis) 
Equation 1 (Dependent Variable: F-connection Loans) 

ReciprocityFF Reciprocity is a measure of the level 
of interactions between the 
respondent and family and friends. 

 
(+) 

DegreeCloseFF The degree of closeness is a 
measure of the level of mutual 
problem solving between family, 
friends and respondents. 

 
(+) 

StrongTiesFin Strong ties were a measure of the 
respondents ability to rely on family 
and friends for financial assistance 
or advice.  

(+) 

GuanxiOpinion Interpersonal relationships were 
classified as occurring between 
family members, friends or 
acquaintances with a concomitant 
level of emotional attachment and 
interdependent interests. 

(+) 

TrustOpinion Trust was indicated by statements 
about the degree of loyalty and 

(+) 
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commitment anticipated from 
another.  

TheExtentControl Several measures of the desire for 
family control over the firm were 
used, including both financial and 
voting control.  

(+) 

 
Equation 2 (Dependent Variable: F-connection Equity) 

ReciprocityFF See above (+) 
DegreeCloseFF See above (+) 
StrongTiesFin See above (+) 
GuanxiOpinion See above (+) 
TrustOpinion See above (+) 
TheExtentControl See above (+) 

 
Equation 3 (Dependent Variable: Bank Loans) 

TieUtilizationBank The functionality of personal ties, 
networks and connections for 
obtaining finance from 
banks/credit agencies.  

(+) 

WeakTiesFin The number of persons (advisors) 
who respondents relied on for 
financial advice from among fellow 
business owners, professional or 
trade association, bankers, 
accountants/attorneys, government 
support agencies, local officials. 

(+) 

WeakTiesGen The number of persons (advisors) 
who respondents relied on for 
general business advice from 
among fellow business owners, 
professional or trade association, 
bankers, accountants/attorneys/, 
government support agencies, local 
officials. 

(+) 

 
Equation 4 (Dependent Variable: Internally Generated Fund) 

TheExtentControl See above (+) 
StrongTiesFin See above No 

expectation 
 

Equation 5 (Dependent Variable: External Equity) 
TieUtilizationInv The functionality of personal ties, 

networks and connections for 
obtaining finance from individual 
investors  

(+) 

WeakTiesFin See above (+) 
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GuanxiOpinion See above (+) 
TrustOpinion See above (+) 
TheExtentControl See above (-) 

 
Equation 6 (Dependent Variable: Tie Utilization with Bank) 

ReciprocityBank Reciprocity refers to the 
interactions between the 
respondent and bank 
representatives.  

(+) 

DegreeCloseBank Closeness with a bank 
representative was determined by 
the degree to which the respondent 
accepted advice from this source. 

(+) 

 
 Using SUR Equations 1 and 2, the greater the reported association 
between the independent variables, the greater the expected use of F-
connection loans and equity were anticipated.  That is, with high levels of 
reciprocity and closeness with family and friends, more capital would be 
expected to be made available from them.  The more advisors with whom the 
respondent had strong ties, also associated with strong guanxi relationships 
and high levels of trust, again, the greater the expectation of a reliance of F-
Connections for loans and equity. The same applied to high levels of family 
control, again expected to be associated with F-connection loans and F-
connection equity. 

In SUR Equation 3, independent variables were considered in association 
to a reliance on bank loans.  SUR Equation 6 addressed only one of the 
variables included in SUR Equation 3.  In the former, SUR Equation 3, a 
high reliance on weak ties or the utilization of personal ties and networks 
with banks/credit agencies were expected to contribute to an increase in the 
use of bank loans. When respondents relied on advisors with whom they had 
weak ties either for assistance with funding or used for general business 
advice, this was expected to lead to an increased use of bank loans. When 
there were higher levels of reciprocity and closeness with bank 
officers/credit agencies representatives this was  expected to positively relate 
to the utilization of bank funding (as seen again, in SUR equation 6). 

A high desire for family control was expected to positively affect the use of 
internally generated funds, as suggested in SUR equation 4. In equation 5, 
the higher the level of utilization of personal ties, networks and connections 
with other investors the higher the expectation that the firm would use 
external equity.  In the same equation, the more advisors relied on to obtain 
funding was again expected to result in higher demands for external equity. 
The higher levels of existing interpersonal relationships (guanxi) the greater 
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the expectation that external equity would be utilized from these sources.  
Higher degrees of trust opinion were expected to be associated with an 
increases use of external equity.  Again, confirming SUR equation 4, the 
greater the extent of family control the lower the use of external equity 
(relying, instead, on internally generated funds).  

SURs were executed to estimate the effect of network and relationship 
variables on the type of capital used. The extent (use), depth of relationships 
and networks as well as the extent of control outcome variables were tested, 
with results as described below. Each row represents a separate SUR 
equation from 1 to 6. 

 
Table 5.3: Results from Seemingly Unrelated Regressions (SUR) 

 
Equation No. of 

Parameters RMSE “R2” Chi2 P 

1. F-connection Loans 6 2.888662 0.0808 24.57 0.0004 
2. F-connection Equity 6 1.53517 0.0496 13.53 0.0354 
3. Bank Loans 3 1.970794 0.3772 145.49 0.0000 
4. Internally Generated Fund 2 2.070761 0.0322 7.36 0.0252 
5. External Equity 5 .9418159 0.1281 30.28 0.0000 
6. Tie Utilization with Bank 2 1.178403 0.2542 75.74 0.0000 

Table 5.4: Estimation Results of the Effects of the Depth of a 
Relationship, Strength of Network Ties and the Extent of Family 
Control on F-connection Loans: Equation 1 

 
F-connection Loans Coefficient Z P>|z| 
     ReciprocityFF 0.167 3.17 0.002 
     DegreeCloseFF -0.009 -0.09 0.928 
     StrongTiesFin 0.701 2.31 0.021 
     GuanxiOpinion -0.083 -0.70 0.486 
     TrustOpinion -0.043 -0.54 0.589 
     TheExtentControl 0.022 0.27 0.788 
constant 6.241 3.98 0.000 

 In Table 5.4, I report the estimation results of Equation 1 regarding the 
use of F-connection loans (both short and long-term loans used as a result of 
connections with family and friends). The results show the importance of 
reciprocity or the degree of cooperation between respondents and their 
family members and friends and the number of strong ties (number of 
persons who respondents relied on for financial assistance advice as counted 
from family members and friends) as determinants in the use of financing 
from family and friends. Reciprocity or the degree of cooperation with family 
and friends is positively associated with loans from family and friends with a 
coefficient of 0.167 (P< .01). The higher level of reciprocity with family and 
friends leading to the increase in the use of loans from these sources is 
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strongly supported by these results. The degree of closeness (joint problem 
solving) with family and friends, however, is not significant (P=0.928). The 
more advisors relied on to obtain funding (strong ties) was also significant 
and, as predicted, led to higher levels of debt funding. Guanxi and trust are 
not considered related to the use of loans from family and friends. To 
summarise, this model showed two significant variables which were in the 
direction anticipated, however, as shown in Table 5.3, the model does not 
perform very well; only 8% of the variance in the dependent variable is 
explained.  

For Equation 2 (in Table 5.3 and Table 5.5) where the source of fund from 
family and friends (F-connection) is considered using equity as the 
dependent variable, the equation is also significant (P=0.0354). However, 
here only the variable measuring the degree of closeness with family and 
friends is significantly and positively related to equity issued to family and 
friends (P< .05). Then, the higher level of closeness with family and friends 
seemingly increases the use of equity from these sources. 

 
Table 5.5: Estimation Results of the Effects of the Depth of a 
Relationship, Strength of Network Ties and the Extent of Family 
Control on F-connection Equity: Equation 2 

 
F-connection Equity Coefficient Z P>|z| 
     ReciprocityFF -0.001 -0.03 0.974 
     DegreeCloseFF 0.118 2.29 0.022 
     StrongTiesFin 0.233 1.47 0.142 
     GuanxiOpinion -0.055 -0.84 0.401 
     TrustOpinion -0.055 -1.26 0.208 
     TheExtentControl 0.011 0.26 0.792 
constant 3.588 4.20 0.000 

Table 5.6: Estimation Results of the Effects of the extent (of Use) 
of Networks and Strength of Network Ties on Bank Loans: 
Equation 3 

 
Bank Loans Coefficient Z P>|z| 
     TieUtilizationBank 1.058 10.79 0.000 
     WeakTiesFin 0.437 2.22 0.026 
     WeakTiesGen -0.124 -1.19 0.235 
constant 3.030 9.25 0.000 

 As shown in Table 5.3, Equation 3 is strongly significant and fits the data 
well; 38% of the variation in the dependent variable is explained. In the 
Equation, the use of short-term and long-term bank loans are considered as 
the dependent variable. As represented in Table 5.6, the utilization of 
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personal ties, networks and connections with banks or credit agencies and 
the number of weak ties are positively related with bank financing as 
expected. The value of the coefficient for the influences of the utilization of 
personal ties, networks and connections with banks on the level of bank 
loans is equal to 1.058. This coefficient is statistically significant at the 0.000 
level of significance. Simplistically, the numbers suggest that the increase in 
the use of network connections with banks led to the more use of credit from 
banks. The coefficient for the influence of the number of weak ties on loans 
from banks and credit agencies is equal to 0.44 and statistically significant 
(at the 5% level). This indicates that the more advisors relied on to obtain 
financing (weak ties) has increased the level of bank loans. In the next 
equation, internally generated funds are used as the dependent variable. 

Table 5.7: Estimation Results of the Extent of Family Control and 
Strength of Network Ties on Internally Generated Fund: 
Equation 4 

 
Internally Generated Fund Coefficient Z P>|z| 
     TheExtentControl 0.120 2.00 0.045 
     StrongTiesFin 0.308 1.42 0.155 
constant 5.384 8.73 0.000 

 The model (in equation 4) is significant (P=0.025) as shown in Table 5.3. 
However, only 3.2% of the variation in the dependent variable is explained. 
Interpreting Table 5.7, the extent of control exerted by the family is 
associated positively (0.12) and significantly (0.05 level) with the use of 
internally generated funds. That is, the increase in the extent of control 
increases the use of internal equity. This will be further discussed with the 
interview results in the next chapter (discussion part). 

Table 5.8: Estimation Results of the Effects of the Extent (of Use) 
of Networks, Strength of Network Ties, the Depth of a 
Relationship and the Extent of Family Control on External 
Equity: Equation 5 

 
External Equity Coefficient Z P>|z| 
     TieUtilizationInv 0.264 3.88 0.000 
     WeakTiesFin 0.167 2.10 0.036 
     GuanxiOpinion -0.010 -0.24 0.813 
     TrustOpinion -0.050 -1.84 0.066 
     TheExtentControl -0.005 -0.18 0.853 
constant 2.835 5.24 0.000 
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 As seen in Table 5.3, equation 5 is clearly significant and 13% of the 
variance in the use of external equity is explained by these variables. In Table 
5.8, two variables are shown to be significant in the direction predicted. The 
value of the coefficient for the influence of the utilization of personal ties, 
networks and connections with other investors on the use of external equity 
is equal to 0.26. This coefficient is statistically significant at the 0.001 level 
of significance. That is, the increase in the use of network connections 
ostensibly increases access to external equity. Relying on more advisors to 
obtain financing (weak ties) is positively related to the use of external equity 
which is significant at a 5% level (P=0.036) and the value of the coefficient is 
equal to 0.17. In other words, the increase in the number of weak ties is 
thought to lead to a higher level of funding through external equity. 
Respondents’ opinion about trust is negatively related to external equity 
which is close to being significant at a 5 % level (P=0.066). The extent of 
family control which was expected to have a negative effect on external 
equity, however, was found to have no significance. 

Table 5.9: Estimation Results of the Effects of the Depth of a 
Relationship on the Extent (of Use) of Networks: Equation 6 

 
TieUtilizationBank Coefficient Z P>|z| 
     ReciprocityBank 0.105 2.95 0.003 
     DegreeCloseBank 0.296 4.71 0.000 
constant 2.009 14.16 0.000 

 In Equation 6, the model is noticeably significant (see Table 5.3) and the 
variable “TieUtilizationBank”, which refers to the utilization of personal ties, 
networks and connections with banks or credit agencies, explains the use of 
bank loans in Equation 3. In Table 5.9, I display the estimation results for 
the effects of reciprocity (the level of cooperation) and degree of closeness 
with bank representatives or officers. Both reciprocity with bank 
representatives (P<0.01) and degree of closeness with bank representatives 
(P<0.001) are positively related to the utilization of personal ties, networks 
and connections with banks. Together, these two variables contribute to 
approximately 25% of the explained variation in the dependent variable. 

The summary table (Table 5.10) of the result presented above is shown 
below. 
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Table 5.10: Summary of SUR Estimation Results 
 

Independent 
Variables 

significant 
results 

 Independent 
Variables 

significa
nt results 

Equation 1  
Dependent Variable:  
F-connection Loans 

Equation 4  
Dependent Variable: 

Internally Generated Fund 
ReciprocityFF (+) TheExtentControl (+) 
StrongTiesFin (+)  

 
Equation 2  

Dependent Variable:  
F-connection Equity 

Equation 5  
Dependent Variable:  

External Equity 
DegreeCloseFF (+) TieUtilizedInv (+) 

 WeakTiesFin (+) 
  

Equation 3  
Dependent Variable:  

Bank Loans 

Equation 6  
Dependent Variable:  

Tie Utilization with Bank 
TieUtilizationBank (+) ReciprocityBank (+) 

WeakTiesFin (+) DegreeCloseBank (+) 
 

 Those estimation results demonstrate the direction (positive or negative) 
of the relationships between the depth of a relationship, strength of network 
ties, utilization of ties, the extent of family control and the level of funding 
used from among five sources of finance used in the sample; loans from 
family and friends, equity from family and friends, bank loans, internal 
equity and external equity. The next section contains the results of a further 
analysis of the two research hypotheses. Applying logistic regression, I tested 
whether the variables of interest influenced the firm’s probability of having 
external financing and which particular financial sources were likely to be 
used.  

5.2   Logistic Regression Analysis 

The results from the logistic regression were used to provide information 
about the relationships and strengths between the variables in the two 
research hypotheses. The conclusions garnered through logistic regressions 
were then used to suggest an anticipated direction for correlations between 
the relational networks and financial sources which would support the 
results from the SUR analysis. 

 A series of independent equations were used to examine the relationships 
between independent variables (shown in the gray areas in Figure 5.2). 
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Further hypothesis testing, was used to examine whether social networks 
and relationships influenced the firm’s probability of using each separate 
source of capital. That is, the results can be used to demonstrate the impact 
of potentially influential factors on capital used and consequent capital 
structure. The logistic regression models were used to identify factors that 
were significantly associated with the use of particular forms of funding used 
in family firm capital structure. For example, network diversity and weak ties 
may make a significant contribution to the prediction that the firm would 
have external financing or a high likelihood of using external financing.  

 

 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Figure 5.2: The Diagram under Investigation in Logistic 
Regression Analysis 
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Estimation the likelihood of using external financing and 
particular financial sources 

In this section the results of a regression using binary dependent variables 
(present or absent) are discussed with the results presented in Table 5.11. 
The depth of a relationship, strength of network ties, the utilization of 
personal ties, network diversity and the extent of family control plus other 
factors governing financing decisions were regressed against each dependent 
variable (selected sources of capital). There were seven dependent possible 
sources of capital (both external and internal sources of capitals). Note to the 
Table 5.11: I calculated the likelihood of financial sources being used through 
a logistical regression using the independent variables described below. Also 
note that in this analysis all variables are single-item measures presented in 
groups for reader’s convenience. 

1.  Network diversity  

This was uncoded and was simply an ordinal measure derived by 
counting the number of different kind of contacts used by 
respondents for either general business issues and / or financial 
assistance. 
 
2. Utilization of personal ties, networks and connections 
with  

(2.1) suppliers,                         

(2.2) banks/credit agencies 

(2.3) government/statutory authorities and  

(2.4) other investors  
 
This factor is relatively self-explanatory. This is a measure of the 
extent to which these relationships were relied on when obtaining 
capital.  Each was measured using five-point Likert scales. 
 
3. Strength of Network ties 

Weak and strong ties were measured on a binary basis (existing (1) 
or not existing (0)) for two separate groups of potential contacts.  
Weak ties were tested among respondents’ contacts with 
professional advisors - bankers, attorneys, accountants; and again 
with associated trade organizations, government support agencies, 
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local officials and fellow business owners. Strong ties, by definition, 
could only occur among family members, relatives and friends. 
 
4. Depth of a relationship (Reciprocity and Degree of 
closeness) 
 
While similar to #2, the type of interaction is more important in this 
variable.  It involved whether any coordination (business or others) 
of activities occurred or whether information was shared about 
financial concerns or joint problem solving took place with family 
(1), friends (2) and with bank/credit agency representatives (3). This 
was examined using interval scale (if no interaction at all, the 
respondent may choose 0). 
 
5. The extent of family control and other factors 
governing financing decisions  
 
The extent of family control is a measure of opinion in relation to 
preference to maintain family control rather than pursue all growth 
opportunities. This also contains the relative importance of financial 
independence and voting control in respondents’ financing 
decisions. Other factors governing financing decisions include 
avoidance of dilution and recognition of the costs of financial 
distress.  Again each was measured on a five-point Likert scale. 

 Table 5.11 is used to present results of logistic regression estimation. 

 Logistic Regression Model 1: In the first model, the dependent 
variable was the presence or absence of external financing. From twenty-
three sources of financing, fifteen were considered external (trade credits, 
bank loans, loans from corporate partners, loans from company 
employees, subsidies from government, credit cards, leasing, off balance 
sheet financing, individual investors’ shares, company employees’ shares 
and corporate partners’ shares). To predict which of the independent 
variables from the five given above was more likely to influence the use of 
external finance, a logistic regression was run. The dependent variable 
(whether the business received external financing) was a dummy variable 
coded one (1) for yes and zero (0) for no. Two-hundred and five respondents 
(91%) reported receiving external financing of some type. In Table 5.11 the 
test of the full model was statistically significant (Chi square = 66.49,             
p < .001 with df = 22), indicating that the predictors, as a set, reliably 
distinguished firms that had external financing from those that had not. The 
Wald criterion demonstrated that considerations about avoiding dilution, 
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Table 5.11: Results of Logistic Regression Estimates on Likelihood of Using Financing (n=225) 
 

Variables 

Model 1 
External 

Financing 

Model 2 
Loans 

Model 3 
Personal 
Savings 

Model 4 
F-connection 

Model 5 
External 

Equity 

Model 6 
Credit 
Cards 

Model 7 
Leasing 

B 
(S.E.) Exp(B) B 

(S.E.) Exp(B) B 
(S.E.) Exp(B) B 

(S.E.) Exp(B) B 
(S.E.) Exp(B) B 

(S.E.) Exp(B) B 
(S.E.) Exp(B) 

Network diversity#1 
   General bus. issues 1.35 

(.54) 3.87* 1.55 
(.57) 4.72** -.04 

(.26) .96 -.17 
(.21) .84 .21 

(.28) 1.24 -.31 
(.22) .74 .34 

(.19) 1.40ˠ 

   Financial assistance -.62 
(.29) .54* -.31 

(.26) .74 -.21 
(.17) .81 -.19 

(.13) .83 .01 
(.20) 1.01 -.27 

(.16) .76ˠ -.18 
(.12) .83 

Utilization of personal ties, networks and connections#2 
   Supplier firms .30 

(.45) 1.35 -.58 
(.36) .56 .17 

(.20) 1.19 -.11 
(.16) .90 -.09 

(.22) .91 .17 
(.16) 1.18 .08 

(.13) 1.08 

   Banks/credit agencies 1.67 
(.55) 5.32** 2.25 

(.60) 9.48*** .32 
(.20) 1.38 .27 

(.16) 1.31ˠ .16 
(.22) 1.18 .31 

(.19) 1.36 .42 
(.15) 1.53** 

   Government .17 
(.96) 1.18 .01 

(.89) 1.01 -.34 
(.27) .71 .07 

(.22) 1.07 -.22 
(.30) .80 .03 

(.22) 1.03 -.17 
(.19) .85 

   Other investors -.24 
(.85) .784 .67 

(.91) 1.96 .73 
(.36) 2.08* -.07 

(.24) .93 .98 
(.31) 2.65** .49 

(.25) 1.63* .13 
(.21) 1.14 

Strength of network ties #3 
   Weak ties  -1.51 

(.75) .22* -2.36 
(.83) .10** -.04 

(.42) .96 .36 
(.34) 1.43 -.33 

(.45) .72 .84 
(.38) 2.31* -.18 

(.30) .83 

   Strong ties -2.32 
(1.46) .10 -4.03 

(1.71) .02* .77 
(.66) 2.18 .76 

(.55) 2.14 -.10 
(.71) .90 .81 

(.60) 2.25 -.45 
(.49) .64 

Depth of a relationship#4 
   Coordinate activities (1) -.09 

(.24) .91 -.14 
(.22) .87 .14 

(.14) 1.15 .14 
(.11) 1.15 -.52 

(.18) .59** -.20 
(.13) .82 .04 

(.10) 1.04 

   Coordinate activities (2) .35 
(.29) 1.41 .21 

(.28) 1.24 -.10 
(.18) .90 -.17 

(.15) .85 .23 
(.21) 1.26 .09 

(.17) 1.10 .28 
(.14) 1.33* 

   Coordinate activities (3) -.49 
(.38) .61 -.39 

(.34) .68 -.18 
(.20) .84 .26 

(.16) 1.30ˠ -.23 
(.19) .80 .14 

(.16) 1.15 -.02 
(.14) .98 

 

(Continued) 
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Table 5.11 (continued) 
 

Variables 

Model 1 
External 

Financing 

Model 2 
Loans 

Model 3 
Personal 
Savings 

Model 4 
F-connection 

Model 5 
External 

Equity 

Model 6 
Credit  
Cards 

Model 7 
Leasing 

B 
(S.E.) Exp(B) B 

(S.E.) Exp(B) B 
(S.E.) Exp(B) B 

(S.E.) Exp(B) B 
(S.E.) Exp(B) B 

(S.E.) Exp(B) B 
(S.E.) Exp(B) 

Depth of a relationship#4 
   Share financial info. (1) .26 

(.28) 1.29 .31 
(.27) 1.34 .03 

(.16) 1.03 .24 
(.12) 1.23* .16 

(.18) 1.17 .12 
(.15) 1.12 -.05 

(.12) .95 

   Share financial info. (2) .21 
(.31) 1.24 .26 

(.29) 1.29 .05 
(.17) 1.05 .42 

(.15) 1.52** .04 
(.18) 1.04 .18 

(.15) 1.20 .08 
(.13) 1.08 

   Share financial info. (3) -.06 
(.29) .94 .26 

(.28) 1.30 .12 
(.15) 1.11 -.02 

(.12) .98 .34 
(.18) 1.41 .09 

(.14) 1.09 -.03 
(.11) .98 

   Joint problem solving (1) .00 
(.28) 

1.00 
 

.22 
(.29) 1.24 .08 

(.20) 1.08 .03 
(.15) 1.03 -.28 

(.21) .75 -.19 
(.17) .83 .02 

(.15) 1.02 

   Joint problem solving (2) -.54 
(.34) .58 -.77 

(.34) .46* -.12 
(.20) .89 -.05 

(.15) .96 -.03 
(.19) .98 -.05 

(.16) .95 -.16 
(.13) .86 

   Joint problem solving (3) .55 
(.36) 1.73 .30 

(.32) 1.35 -.09 
(.19) .92 -.25 

(.15) .78ˠ .23 
(.21) 1.26 -.29 

(.18) .75ˠ -.14 
(.14) .87 

The extent of family control and other factors governing financing decisions#5 
   Preference to maintain 

family control  
-.19 
(.31) .82 .21 

(.29) 1.24 -.30 
(.19) .74 -.10 

(.16) .90 -.18 
(.24) .84 -.19 

(.19) .83 -.23 
(.15) .80 

   Financial independence .56 
(.44) 1.75 .68 

(.47) 1.96 .57 
(.23) 1.76* -.19 

(.20) .83 -.35 
(.26) .70 .31 

(.23) 1.36 -.09 
(.17) .91 

   Voting control -.49 
(.34) .61 -.79 

(.35) .46* .41 
(.24) 1.50ˠ -.02 

(.19) .98 .50 
(.28) 1.66 .05 

(.24) 1.05 -.14 
(.19) .87 

   Costs of financial distress -.01 
(.42) .98 .01 

(.44) 1.01 -.29 
(.25) .75 .09 

(.20) 1.10 -.29 
(.26) .75 -.21 

(.22) .81 .32 
(.19) 1.38ˠ 

   Avoiding dilution .53 
(.32) 1.70ˠ .69 

(.31) 1.99* -.43 
(.18) .65* .13 

(.14) 1.13 .39 
(.21) 1.48 .14 

(.16) 1.15 .17 
(.13) 1.18 

-2 log likelihood 68.50 75.05 165.24 227.11 140.21 192.72 263.63 
Goodness of fit 2.07 0.83 7.51 1.15 4.63 5.93 18.51 
Model Chi-square 66.49*** 81.93*** 35.90** 37.81** 57.65* 37.90** 38.90* 
Nagelkerke R2 .57 .61 .25 .22 .39 .24 .22 

Notes: ***P < 0.001; **P < 0.01; *P < 0.05; ˠP< 0.1 
              S.E., standard error. 

Coordinate activities (business or others) (1) with family, 
Coordinate activities (business or others) (2) with friends, 
Coordinate activities (business or others) (3) with bank/credit agency representatives  
Share financial information (1) with family,  
Share financial information (2) with friends,  
Share financial information (3) with bank/credit agency representatives, 
Joint problem solving (1) with family,  
Joint problem solving (2) with friends,  
Joint problem solving (3) with bank/credit agency representatives, 
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utilization of personal ties, networks and connections (independent variable 
#2) with banks/credit agencies, network diversity and the strength of 
network ties (weak ties) were made a significant contribution to the 
prediction about the likelihood of using external financing. The results of 
each variable were presented below. 

 From the logistic regression run in Model 1, the use of external finance 
was associated strongly with diverse networks (variable #1) when these were 
associated with discussions of general business issues (b=1.35, p < .05).  
However, when diverse networks were associated with discussions about 
financial assistance, the diversity of networks was negatively related to the 
use of external capital (b=-0.62, p < .05). While a discussion of the 
implications of this is contained later (in the next chapter Subsection 6.2.1), I 
note here that this apparent contradiction about the usefulness of network 
diversity can be explained by other considerations related to the Thai 
character.  

While examining the strength of ties (independent variable #3) weak ties, 
were negatively related to having external financing in the firm’s capital 
structure (at p< .05), strong ties were not significant but were also negative. 
The utilization of personal ties, networks and connections (independent 
variable #2) with banks or credit agencies was significantly and positively 
associated with the likelihood for utilizing external financing (b=1.67, p < 
.01). It received marginal support that those concerned with avoiding 
dilution had an increased likelihood for external financing (b=0.53, p < .1). 
Notably, dilution is avoided with the use of external debt, which made up the 
majority of external capital used.   

 Logistic Regression Model 2:  After consideration of external 
financing in the first logistic regression model, a second logistic regression 
was undertaken to examine particular types of financing. In logistic 
regression model 2 the dependent variable was the existence or non-
existence of loans (both short and long-terms) from banks or corporate 
partners and/or subsidies from government). This model was used to 
examine whether loans are associated with the five given groups 
(independent variables) previously mentioned as predictors in logistic 
regression Model 1. The dependent variable (whether the business received 
loans) was a dummy variable coded one (1) for yes and zero (0) for no. Two-
hundred respondents (89%) reported receiving such loans. 
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 The Wald criterion demonstrated that two of the components of 
independent variable #5, the extent of family control and other factors 
governing financing decisions, a desire for voting control and avoiding 
dilution made a significant contribution to the existence of loans which, by 
inference, implies that a desire for control leads to a preference for loans 
over external equity in the firm’s capital structure. Loans are also predicted 
when there is a high utilization of personal ties, networks and connections, 
as seen in independent variable #2 between respondents and their 
banks/credit agencies. Another significant factor contributing to the use of 
loans, from independent variable #1, was the existence of high levels of 
network diversity.  The depth of a relationship (joint problem 
solving)(independent variable#4) and strength of network ties (weak and 
strong ties) were also significant indicators for the use of loans. 

The two family orientated components of the financing decision, voting 
control and the avoidance of dilution, seem inextricably tied.  Data on both 
was found using Likert scales described in conjunction with the fifth 
independent variable (factors governing financing decisions). Owner-
managers with more concern about avoiding dilution had an increased 
probability of using loans from banks, partners or subsidies from 
governments (b=0.69, p < .05) to finance their businesses, a logical outcome 
given that debt provides no ownership dilution. By contrast, owner-
managers who had less concern about the related issue of voting control 
were similarly more likely to employ loans from banks, partners and 
subsidies from governments (b=-0.79, p < .05) than those who had more 
concern. This counterintuitive result, suggesting that a desire for voting 
control results in a diminished use of loans may be a result of an increased 
likelihood that such owner-managers rely on other internal sources of 
capital. This issue, then, needs to be discussed together with a use of 
personal capital (Logistic Regression Model 3) in the next chapter. 

Logistic Regression Model 2 extends the findings in Model 1 based on 
diverse networks (independent variable #1) associated with discussions of 
general business issues.  Where the first logistic regression in Model 1 
showed an association between that independent variable and external 
finance, discussing general business issues with a diverse group is here 
associated with a  higher likelihood for using external loans (b=1.55, p < .01).  

The depth of a relationship (independent variable#4) measured as joint 
problem solving with friends was negatively related to the likelihood for 
using loans from banks, partners or subsidies from governments.  
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For strength of network ties (independent variable #3), the higher the 
likelihood that owner-managers relied on their professional acquaintances et 
al. or weak ties (b=-2.36, p < .01) and f-connections or strong ties (b=-4.03, 
p < .05), the lower the chances that they used loans from banks, partners and 
subsidies from governments to meet the capital needs of their businesses’ 
operation.  

Logistic Regression Model 3: The dependent variable in the third 
logistic regression model was whether personal savings were used to fund 
the family firm. One-hundred and eighty-eight respondents (84%) reported 
that they used their own savings to keep the business in operation. Subsets of 
the combined independent variables (#2-utilization of personal ties, 
networks and connection with other investors and #5-financial 
independence and dilution avoidance) were significantly associated with the 
likelihood of using personal saving given the Wald criterion.  As expected, 
the more concerned the respondent was about financial independence, the 
higher the chance that personal savings were used as a means to meet the 
capital needs of the firms (b=0.57, p < .05). Again, as in the logistic 
regression model 2, the expected link between the desire to maintain voting 
control and the desire to avoid dilution was not born out. While the desire to 
maintain voting control had a positive effect on the likelihood of using 
personal savings (although the support for this contention was only marginal 
(b=0.41, p < .1) the effect of concerns about avoiding dilution had the 
opposite effect on the use of personal savings (b=-0.43, p < .05).  In 
conjunction with a similar disparity between the influence of voting control 
and the avoidance of dilution in Logistic Regression Model 2 (which 
examined the use of loans).  As suggested, these apparently contradictory 
results will need further teasing out and will be discussed in the next chapter.   

The only other variable of significance in regard to the use of personal 
savings was #2. The higher the likelihood that owner-managers utilized their 
personal ties, networks, connections with other investors the higher the 
chances that they used personal savings as part of their financing strategy 
(b=.73, p < .05). In relation to internally generated funds like personal or 
owner-managers’ own saving, retained earnings was examined in another 
model but this model was not statistically significant.  

Logistic Regression Model 4: This model was undertaken to 
investigate the type of financing garnered from F-connections. The 
dependent variable was the presence or absence of short and long-term loans 
from family and friends as well as equity from family and friends. The 
dependent variable (whether the business used financing from F-
connections) was a dummy variable coded one (1) for yes and zero (0) for no. 
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One-hundred and sixty three respondents (72.4%) reported that they 
received financing from family and friends. The test of the full model was 
statistically significant (Chi square = 37.81, p < .01 with df = 22), indicating 
that the predictors, as a set, reliably distinguished firms that had F-
connection financing from those that had not. The Wald criterion 
demonstrated that only the depth of a relationship (independent variable 
#4), measured in terms of sharing information about financial concerns in 
general, made a significant contribution to the existence of F-connection 
financing (both loans and equity). The use of F-connection financing was 
associated strongly with sharing financial information with friends (b=.42, p 
< .01) and with family (b=.24, p < .05)     

Logistic Regression Model 5: The dependent variable in the fifth 
model was used to assess the influence of the independent variables 
described above (#1 - network diversity; #2 - ties utilization; #3 – strength of 
ties; #4 – depth of a relationship and #5 – the extent of family control and 
consideration governing financing decisions) on the likelihood of securing 
external equity financing; shares purchased by company employees, 
individual investors and corporate partners outside the family. This model 
was used to examine whether external equity is associated with any of the 
five independent variables previously mentioned. The dependent variable 
(whether the business had external equity financing) was a dummy variable 
coded one (1) for yes and zero (0) for no. Thirty-six respondents (16%) 
reported having shares purchased by outsiders. The utilization of personal 
ties, networks and connections (independent variable#2) with other 
investors and the depth of a relationship (independent variable#4) when 
defined as coordinating activities with the family firm made a significant 
contribution to the likelihood of having external equity financing. The 
utilization of ties with other investors was significantly and positively 
associated with equity funding from outsiders (b=.98, p < .01). Coordinating 
activities (business or others) negatively influenced the likelihood for 
utilizing external equity (b=-.52, p < .01).  

Like the use of external equity, other forms of funding such as relying on 
credit cards or the leasing of assets were used minimally by those surveyed.  
Their main external source of funding was from short and long-term bank 
loans. Despite this, I also ran another two models on these low order 
variables even though the results from descriptive statistics showed that 
owner-managers rarely used these sources of financing. Using the same five 
groups of independent variables the results from other minor forms of 
financing have been presented below. 
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Forty-seven respondents (21%) did report utilizing credit cards. The 
extent to which these respondents used credit cards in funding their 
businesses was examined with credit card used as the dependent variable in 
the logistic regression model. The Wald criterion demonstrated that weak 
ties (independent variable#3) made a significant positive contribution to the 
likelihood of using credit cards (b=0.84, p < .05). Another infrequently used 
form of funding, leasing, was assessed also using weak tie utilization with 
banks/credit agencies (independent variable#2) demonstrating that these 
ties had an positive effect on the use of leasing (b=0.42, p < .01). 
Additionally, the greater the depth of a relationship (independent 
variable#4) in term of owner-managers coordinating business or other 
activities with their friends, the higher the chances that they used long-term 
leasing. 

These logistic regression results demonstrate the impact of the five 
independent variables (network diversity, ties utilization, strength of ties, 
depth of a relationship and the extent of family control and other factors 
governing financing decisions) presented simultaneously to predict whether 
the binary dependent variables (presence or absence of the various sources 
of capital) were used by family firms. In the next section, the focus was on 
investigating the relationships between ten variables of measuring the 
strength and depth of relationships among three groups (family, friends and 
acquaintances), to examine the influence of guanxi on a family firm’s capital 
structure. 

5.3   Multiple Discriminant Analysis   

Because discriminant analysis allows the researcher to delineate between 
multiple variables, one set against another, it was used to determine the 
main capital providers/financial supporters of the family firm from among 
the standard groupings of guanxi relationships (family, friends and 
acquaintances). I go further in the examination of guanxi relationships by 
testing whether there are any significant differences among the ten variables 
measuring the depth of and the strength of a particular relationship - 
determined by the guanxi category of the individual (Person A) identified 
by the respondent (the associations was highlighted in the grey areas in 
Figure 5.3). The results from differences between these groups can be used 
to determine whether family-owned/controlled SMEs rely more on family, 
friends or acquaintances (banks) and the degree of importance of each. 
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Figure 5.3: The Diagram under Investigation in Multiple 

Discriminant Analysis 

 Unlike the previous section where logistic regression analysis was used, 
with discriminant analysis it is assumed that independent variables are 
normally distributed. To test this, the raw data was examined for 
multicollinearity and checked for violations of the normality assumption. 
The means determined for each of the three groups were then compared. 
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5.3.1   Multicollinearity 

There are several statistical methods for the evaluation of multicollinearity 
problems. I employed the tolerance statistics and a variance inflation factor 
(VIF) to identify collinearity among the ten variables measuring the depth 
and strength of relationships (presented in Table 5.12). I applied threshold 
values using as a cutoff threshold a suggested tolerance value of 0.10, which 
corresponds to VIF value over 10 (Kline, 2011). If tolerance values are less 
than 0.10, they then indicate extreme multivariate collinearity or VIF greater 
than 10.0. These variables are then assumed to be redundant when 
combined.  

 
Table 5.12: Multicollinearity Test 

 

Measurement Item Variables Value 
Toleance VIF 

The frequency of contacts Frequency .767 1.304 
Amount of time known Known .765 1.308 
Emotional attachment Attach .402 2.488 
Owe each other favors Favor .670 1.494 
Interdependent interests Interest .737 1.357 
Trust each other Trust .184 5.449 
Degree of intimacy Intimacy .203 4.920 
To be honest and truthful Honest .366 2.734 
Help to solve problems Solve .312 3.205 
Well coordinated in activities Coordinate .309 3.241 

 In the final analysis, the tolerance value of all variables was not less than 
0.10 and the variance inflation factor (VIF) had values less than 10. These 
results suggest no collinearity of any consequence among the ten variables. 
Despite this result, there were two variables (trusting each other and the 
degree of [mutual] intimacy) whose tolerance values were only marginally 
higher than 0.1. In order to minimize any potential problem with 
multicollinearity, I added the responses to both variables and divided the 
result by two, combining the few responses that had indicated that these 
variables were of some importance. The new combined variable was labeled 
“trustworthiness”. This action left nine variables to check and correct for 
normality distribution. 
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5.3.2   Normality and Transformations 

The fundamental assumption in multiple discriminant analysis is the normal 
distribution of each predictor (independent variable). Most of the variables 
about the strength and depth of relationships with Person A were often in 
the upper end of the distribution with some variables peaked. The skewness 
value for these variables was negative and ranged between -1.909 to -0.238 
(see Table 5.13 below).  

Table 5.13: The Skewness and Kurtosis Result for Each Variable 
 

Measurement Item Variables Range 
Skewness Kurtosis 

The frequency of contacts Frequency -.238 -1.301 
Amount of time known Known -1.358 .906 
Emotional attachment Attach -1.909 3.309 
Owe each other favors Favor -.426 -1.032 
Interdependent interests Interest -1.031 .051 
Trust and degree of intimacy Trustworthiness -1.124 .763 
To be honest and truthful Honest -1.710 2.762 
Help to solve problems Solve -1.183 .996 
Well coordinated in activities Coordinate -1.412 1.748 

 Having found substantially skewed variables (skewness values larger than 
+1 or smaller than -1 and kurtosis value larger than +3 and below -3) it was 
necessary to transform the independent variables in order to approximate a 
normal distribution. After the adding and dividing as described in subsection 
5.3.1, I transformed seven of the nine (including trustworthiness) and used 
their natural logarithm (as suggested by Howell, 2007: 318-324 and 
Tabachnick and Fidell, 2007: 86-89) in order to obtain a better distribution. 
Note that the two independent variables measuring the frequency of contact 
and the extent to which favors were owed each other were not transformed 
as they were normally distributed. After transformation (seven of the nine 
variables), all independent variables were deemed to be within an acceptable 
range (see Table 5.14 for more detail).  
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Table 5.14: The Skewness and Kurtosis Result for Each Variable 
after Transformation 
 

Measurement Item Variables Range 
Skewness Kurtosis 

The frequency of contacts Frequency -.238 -1.301 
Amount of time known Known .779 -.824 
Emotional attachment Attach .995 -.051 
Owe each other favors Favor -.426 -1.032 
Interdependent interests Interest .299 -1.133 
Trust and degree of intimacy Trustworthiness .294 -1.060 
To be honest and truthful Honest .799 -.467 
Help to solve problems Solve .292 -.983 
Well coordinated in activities Coordinate .405 -.740 

That is, after transformation and given the sample size, the impact of a 
non-normal distribution had been reduced (Hair et al., 2010).  

5.3.3   Discriminant Function 

The three classifications included in guanxi relationships (family, friends, 
acquaintances) were each used as a dependent variable when applying the 
discriminant function. From a sample of 225 family-owned/controlled 
SMEs, 127 (56% of sample size) respondents identified a family connection 
as the most important link in providing financial support. Seventy-four (33% 
of sample size) and 24 (11% of sample size) identified an acquaintance (an 
agent of their bank in every such case) or a friend respectively as the most 
important link in helping them to gain financial support. The nine 
independent variables were drawn from measures of the depth or strength of 
the varying relationships and were then entered concurrently in the 
discriminant function. As there are three groups of guanxi and nine 
independent variables in this analysis, two discriminant functions10 can be 
estimated (Dillon and Goldstein, 1984). In Table 5.15 and 5.16, the result 
revealed the reliability of the discriminant function. The two main comments 
that can be made about these results consist of the significance of the 
discriminant function and the classification table. 

 

 

 

10 A linear equation or function used to predict which group the respondent belongs to. 
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Table 5.15: Significance of Discriminant Function 
 

Wilks’ Lambda 
Test of Function (s) Wilks’ 

Lambda 
Chi-square Sig. 

1 .442 177.750 .000 
2 .949 11.331 .184 

Table 5.16: Classification Results 
 

                                                Guanxi Predicted Group Membership Total 
Family Friend Acquaintance 

Original 
group 

Count Family    113  2 12 127 

  Friend   18  2 4 24 
  Acquaintance  12  1 61 74 
      % Family  89.0  1.6 9.4 100 

  Friend  75.0  8.3 16.7 100 

  Acquaintance 16.2 1.4 82.4 100 

                           78.2% of original grouped cases correctly classified. 

 The significance of the discriminant functions can be considered by 
Wilks’ lambda value. This table (Table 5.15) indicated a highly significant 
function (p<.000) for the discriminant function 1 but the Wilks’ lambda 
associated with discriminant function 2 was not statistically significant at the 
0.05 level of significance. Thus only the first function contributed 
significantly to category differences. Further consideration pointed to the 
overall predictive accuracy of the discriminant function (“hit ratio” / 
percentage of correctly classified cases/respondents). The classification 
results in Table 5.16 demonstrated that around 78% of the cases were 
correctly classified, a noticeable improvement since the proportional chance 
criterion without using a discriminant function would be [(127/225)2 + 
(24/225)2 + (74/225)2] = 43.78%. 

The “hit ratio” (78%) was higher than the proportional chance criterion 
(43.78%), accordingly it can be claimed that the discriminant function was 
valid. Only discriminant function 1 was used to predict a group membership. 
The examination of whether there are any significant differences between the 
three guanxi groups based on each of the independent variables (using 
group means) was undertaken in the next step. Table 5.17 depicts the tests of 
the equality of group means. 
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Table 5.17: Tests of Equality of Group Means 
 

Variables 
Test of equality of group means 
Wilks’ 

lambda F value Sig 

Frequency 0.718 43.597 .000* 
Known 0.705 46.538 .000* 
Attach 0.886 14.223 .000* 
Favor 0.813 25.576 .000* 
Interest 0.963 4.299 .015* 
Trustworthiness 0.805 26.895 .000* 
Honest 0.835 21.861 .000* 
Solve 0.806 26.645 .000* 
Coordinate 0.860 18.064 .000* 

Note: F-test with statistical confidence level of 95% (p<0.05) 
                        *result is significant 

 Inspecting the tests of equality of the group means, provided in Table 
5.17, it can be seen that, except for the variable measuring interdependent 
interests the univariate F value for all variables measuring the depth and 
strength of relationships, were highly statistically significant (p<0.001). The 
variable measuring interdependent interests (row 5) was also statistically 
significant but at a level of 0.05. Thus the nine independent variables above 
were considered likely to be good predictors in discriminating between the 
three groups of guanxi relationships.  In the next step, by further applying 
the first discriminant function, I investigated which independent variables 
had the strongest discriminatory power. This analysis was undertaken in 
order to indicate the relative importance of the independent variables in 
predicting group membership among the dependent or guanxi variables. 

5.3.4   Discriminant Power 

The structure matrix table provided as Table 5.18, shows the correlations of 
each independent variable (measures of the strength and depth of the 
relationship) using discriminant function 1. These Pearson coefficients 
(discriminant loadings) were presented by the rank of importance of all 
independent variables from the largest discriminant loading to the least 
discriminant loading. 
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Table 5.18: Structure Matrix of Discriminant Loadings 
 

Variables Function 1 
Known -0.605 
Frequency 0.577 
Solve -0.453 
Trustworthiness 0.450 
Favor 
Honest 
Coordinate 
Attach 

0.444 
-0.412 
-0.375 
-0.334 

Interest -0.165 

 Like factor loading, and (as suggested by Hair et al. 2003) by using 0.30 
as the cut-off between important and less important variables, I end up 
excluding interest (interdependent interests) between the parties as a 
predictor of group classification. Remember that the existence of 
interdependent interests between parties (interest variable) was less 
significant in the previous examination of these variables in subsection 5.3.3.  
The remaining eight independent variables had discriminant loadings above 
0.30 and seem to be good predictors allowing differentiation between the 
three groups of guanxi relationships. 

 The interpretation of the discriminant analysis results was examined 
further by using the group means (called centroids) with the results shown in 
Table 5.19 and the discriminant coefficients (or weights) from Table 5.20. 

Table 5.19: Group Means (Centroids) of Discriminant Functionsa 

 
Guanxi groups Function 1 

Family 0.834 
Friends 0.189 
Acquaintances -1.493 

aUnstandardized canonical discriminant functions evaluated at group means 
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Table 5.20: Standardized Canonical Discriminant Function 
Coefficients Table 

 
 

 

 

 
 

 
 By referring to the two tables above, the importance of each independent 
variable for the determination of membership in any of the three groups of 
guanxi relationships can be explicated. With reference to Table 5.19, those 
variables that are scored nearest to a group mean (centroid) are evaluated as 
belonging to that group. When the results presented in Table 5.19 are 
combined with those presented in Table 5.20, I use the canonical 
discriminant functions evaluated at group means (group centroids). 
Comparing these group means with the standardized canonical discriminant 
function coefficients table (5.20), I find that the three variables: frequency of 
contact between respondents and their family members, owing each other 
debt of favor or mutual aid between respondents and their family members 
and the extent of trustworthiness had high positive values for the first 
function (the discriminant function 1). That is, those respondents who 
selected a family member as their most important source of access to capital 
had high order levels of intimacy (trustworthiness), frequent contact with the 
family member selected and felt a mutual dependency (debt of favor) 
creating a strong, long term relationship between parties.  

The canonical discriminant function evaluated at group means based on 
respondents having selected a friend as their most important source of 
access to capital was lower than for those in a family relationship (0.189 
compared to 0.834) but was also a positive value for the discriminant 
function 1. The variables most associated with friends were a belief in their 
honesty and truthfulness which would contribute to the sense, among 
respondents, that there was a mutual emotional attachment between them 
allowing them to coordinate mutual activities for the benefit of both. Despite 
their importance, these variables are of a slightly lower order than the 
intimacy, dependency and trust that were paramount when focused on the 
family. 

 Function 1 
Known -0.576 
Attach  0.094 
Interest  0.280 
Honest  0.187 
Solve  -0.471 
Coordinate 0.075 
Frequency 0.513 
Favor  0.403 
Trustworthiness 0.326 
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 Finally, among acquaintances, reduced in this sample to relationships 
with bankers, the canonical discriminant function evaluated at group means 
had a negative value for discriminant function 1 (-1.493) in Table 5.19. The 
closest variables in discriminant function 1 (as shown in Table 5.20) were the 
period respondents had known their bank’s agents and their belief in the 
agents capacity to help solve business problems (also negative). The 
respondents who found bankers the most useful source of funding for their 
ventures had known the bankers long and did see them as particularly 
helpful in problem solving. It would seem that the relationships they develop 
with family and friends are of an entirely different order than those they rely 
on with bankers.  

 The main empirical results from running SUR analysis, logistical 
regression analysis and multiple discriminant analysis, as discussed earlier, 
was the provision of quantifiable insights into the relationships between the 
use of particular sources of capital and social networks, personal 
relationships and the extent of family control desired. 
 
 The SUR was focused, originally, on variables that increased the 
likelihood of gaining equity from family and friends. While a link between 
the depth of a relationship was well substantiated with positive and 
significant coefficients associated with funding from family and friends, the 
fact remained that the level of mutual problem solving between respondents 
and family and friends was only significant at the 0.05% level and only 5% of 
the variance in the dependent variable (R-square) was explained when equity 
funding from family and friends was used as a dependent variable in SUR 
equation 2. The level of reciprocity also contributed to the use of loans from 
family and friends (together with the respondent’s ability to rely on family 
and friends for financial assistance or advice) but again only 8% of the 
variance in loans from family and friends was explained in SUR equation 1. 
In addition many of the predictions derived from the published work of prior 
network researchers examining small firms failed to be supported as 
discussed below.  
 
 Regarding the results from logistic regression analysis and contrary to 
expectations, weak ties which were said to be beneficial for fund raising due 
to their usefulness in spreading information about the firm more broadly, 
were found to be negatively associated with having external financing 
(including loans) in the firm’s capital structure.  Had this resulted, instead, 
in significant levels of capital being supplied externally from banks or other 
acquaintances, the benefit of weak ties would have received a modicum of 
support. Additionally, while the positive coefficient describing the 
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relationship between strong ties and funding from family and friends was 
expected, it also was not significant in logistic regression Model 4.  
 
 Interpreting the logistic regression analysis it would appear that a 
diversity of ties (the number of advisors with whom the respondent had 
contacted whether weak or strong) was a significant contributor to funding 
from external sources (including loans). This was in line with the 
expectations put forward by Carter et al. (2003) and Manolova et al. (2006). 
This utilization of personal ties, networks and connections with banks/credit 
agencies was positively related to the use of bank loans as well as having an 
impact on external equity financing.  
 
 External equity, however, measured in SUR equations as shares 
purchased by corporate partner(s) and shares purchased by outside 
investor(s) was extremely limited in the empirical data. Respondents 
infrequently used or had a propensity not to use those external equity 
sources: 90.7 per cent never had shares purchased by outside investors and 
87.6 per cent never had shares purchased by partners outside the family. 
Still, the statistical estimates showed relationships between the extent of 
network use and those sources of external equity. The use made of networks, 
too, while significant in the acquisition of capital from family and friends and 
banks as well as for external equity from friends, could have had more to do 
with direct communications than with theories of how networks function 
(indirectly but expanding information about the firm to a broader range of 
potential fund suppliers). The weak support for social networks providing 
access to capital for small family firms in Thailand, however, necessitated a 
further investigation into alternative explanations as suggested in Chapter 
One, Section 1.2. 
 
 The first of alternative research question was whether there were 
significant differences between small firms in general and family firms 
specifically.  I have, as a result of findings that tended to contradict much of 
the previous research, formulated this question as a research hypothesis to 
be tested.  

H3:  Family and non-family firms are likely to 
fundamentally differ from each other particularly in 
regard to their financial preferences.  

 As described in Chapter Three, 25,367 manufacturing firms could be 
identified in Thailand.  Of these, I surveyed 1,000 and had a response rate, 
as indicated in Chapter Four, of 25.6%.  Luckily for me, prior to undertaking 
the survey there was no way to separate family owned firms from other small 
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firms and, as a result, 12% of my original respondents were from non-family 
firms.  As a consequence, these returned surveys could now be used to 
compare non-family to family firm respondents. Note that the proportion of 
family firms in this sample was somewhat the same as family firms to small 
firms in general in Thailand, as mentioned in Chapter One. 

 To make the distinction between these general small businesses and 
family firms stronger, only firms that were considered most strongly as 
family firms, defined as those which were 100% family owned were included 
in this Mann-Whitney U test of significance.  

5.4   Test of Mean Differences 
 

Table 5.21: Comparison of 100% Family Ownership Firms and 
Non Family Firms 

 
100% family 
ownership firms 

N=118 Mann-
Whitney 
U Value 

Mann-
Whitney 
U prob Non family firms N=31 

 Mean Mean Rank 
 Family Nonfamily Family Nonfamily   
Firm age 18.54 20.06 74.21 80.47 1690.50 .091 
No. of employees 73.92 92.87 73.86 81.81 1649.00 .366 
Total capital 
investments 2.36 2.81 72.56 86.77 1495.00 .477 

Prefer to maintain 
family control 
rather than pursue 
all growth 
opportunities 

2.62 2.13 79.56 59.92 1361.50 .019* 

*result is significant at the .05 level 

 
According to Table 5.21, The Mann-Whitney U test showed a statistical 

significance (p<0.05) between the two groups in regard to their respective 
attitude towards maintaining family holdings. The 100% family owned firms 
avoided losing their control of the business to a larger extent than did the 
non-family owned small firms. Despite this, firm age and size (number of 
employees and total amount of capital invested) were not significantly 
different between the two groups. Thus the two groups are eminently 
comparable apart from their attitudes toward ownership. 

 Table 5.22, below, contains a summary of responses from 100% family 
owned firms and small non-family firms about their respective sources of 
financing. The following statistically significant (p<0.05, p<0.01 and 
p<0.001) differences highlight the importance of retained earnings and 
personal savings as the overriding source of capital for family owned firms. 
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Table 5.22: Comparison of Financing Sources being used by 
100% Family Ownership Firms versus Non Family Firms. 

 

Financing sources 

100% 
Family 

Ownership 
Firms 

Non 
Family 
Firms 

Mann-
Whitney U 

prob 
Trade credits 2.91 3.10 .544 
Short-term loans from family 2.10 2.19 .797 
Short-term loans from friends 1.39 1.45 .577 
Short-term loans from banks 3.29 3.39 .577 
Short-term loans from employees 1.03 1.06 .868 
Short-term loans from partners 1.18 1.71 .000*** 
Short-term subsidies from government 1.18 1.42 .131 
Credit cards 1.51 1.77 .287 
Long-term loans from family 1.81 1.94 .430 
Long-term loans from friends 1.18 1.39 .214 
Long-term loans from banks 3.01 3.48 .086 
Long-term loans from employees 1.01 1.06 .207 
Long-term loans from partners 1.16 1.58 .001** 
Long-term subsidies from government 1.14 1.45 .011* 
Long-term leasing 1.88 2.16 .212 
Off Balance Sheets 1.31 1.58 .099 
Personal savings 3.38 2.52 .001** 
Retained earnings 3.61 3.03 .018* 
Family Shares 1.69 1.74 .350 
Friends Shares 1.08 1.58 .000*** 
Employees Shares 1.04 1.19 .017* 
Investor Shares 1.06 1.32 .011* 
Partners Shares 1.14 1.58 .001* 
*results are significant at the .05 level.   
**results are significant at the .01 level. 
***results are significant at the .001 level. 

  
 It is evident that there is an aversion among family firms to external 
equity financing from any source including friends, employees, individual 
investors or corporate partners. By contrast, non-family firms were 
significantly more likely to use both short and long-term loans from 
corporate partners. There were no significant differences revealed in bank 
financing, the main external financing source for both groups, when the 
Mann-Whitney U test was applied to these two groups.  
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Table 5.23: Comparison of Considerations in Financing 
Decisions by 100% Family Ownership Firms versus Non-Family 
Firms. 

 

Considerations governing the 
business’ financing decisions 

100% 
Family 

Ownership 
Firms 

Non 
Family 
Firms 

Mann-
Whitney 
U prob 

The corporate tax 3.04 2.94 .698 
Interest/dividend 3.69 3.29 .040* 
Financial independence 3.80 3.35 .022* 
Voting control 3.92 3.68 .174 
Cost of financial distress 3.89 3.81 .505 
*results are significant at the .05 level. 

 Table 5.23 shows a series of factors governing small business’ financing 
decisions. Respondents rated the relative importance of each on a 1 to 5 
Likert scale, where 1 = unimportant and 5 = important. The most important 
consideration in financing decisions for 100% family owned firms was voting 
control and then the cost of financial distress.  For non-family firms the most 
important consideration in financing decisions was the cost of financial 
distress and then voting control, the reverse order from that of family firms. 
Notably those considerations between the two groups did not vary 
significantly. Despite this, there were significant differences between the 
groups as explained below. 

 The main differences between family owned firms and non-family firms 
were based on the expenses incurred with financing (both interest payments 
and dividends) and financial independence. The 100% family owned firms 
elicited statistically significant higher concerns about interest/dividend 
payments than did non-family firms. It is also evident that the family firms 
were more likely to consider the issue of financial independence when 
making financing decisions. Thus while both groups were concerned with 
voting control, there was a significant difference in the use of external capital 
as the family firms’ considered both the costs of external capital and the loss 
of independence that would result from its use. 
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Table 5.24: Comparison of Utilization of Personal Ties and 
Networks to Obtain Finance by 100% Family Ownership Firms 
versus Non Family Firms. 

 

 

100% 
Family 

Ownership 
Firms 

Non 
Family 
Firms 

Mann-
Whitney 
U prob 

Buyer firms 2.34 3.06 .007** 
Supplier firms 2.34 3.13 .002** 
Banks/credit agencies 2.97 3.06 .823 
Government/Statutory authorities 1.77 1.71 .839 
Other investors 1.47 1.77 .033* 
*results are significant at the .05 level.   
**results are significant at the .01 level. 

 The non-family firms elicited statistically significant higher utilization of 
personal ties, networks and connections to obtain finance with buyer firms, 
supplier firms and other investors than did family firms. This is in line with 
Table 5.22 where 100% family owned firms are shown to employ more 
internally generated funding but were less enthusiastic about external 
funding in particular from individual investors or external shareholders. 
This is in line with much of the research on small firms that indicated their 
reliance on networks that does not, apparently, apply to the family firm in 
my sample to the same extent.  As a consequence, I consider research 
hypothesis 3 supported. 
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6   Discussions, Conclusions, 
Implications and Further Research 

6.0   Introduction 

This chapter has been used to focus more closely on my overall findings as a 
result of this research. I point specifically to the most salient results of 
testing research hypotheses 1 and 2 and discuss and how these results relate 
to and inform the existing literature. An emphasis has been placed on 
discussing those findings that disproved or at least raised doubts about 
existing theoretical concepts. Research hypothesis 3 is then discussed as the 
differences between family and non-family firms become relevant. The 
remainder of this chapter proceeds as follows. The main issues brought up in 
each chapter have been summarized briefly in Section 6.1. Next, discussion 
of the findings related to the two research hypotheses was provided in 
Section 6.2. In Sub-section 6.2.1 my inability to support the strong role of 
networks, research hypothesis 1 and 1a, in increasing access to capital has 
been described. Based on the results of testing research hypothesis 2, in Sub-
section 6.2.2 conclusions have been drawn about potential shortcomings in 
classic assumptions underpinning the pecking order hypothesis. The 
implications for theory development and the conclusions drawn as a result of 
this research follow (Section 6.3). Practical issues were discussed in Section 
6.4. In Section 6.5, I reveal my reflection regarding undertaking the research 
process. Finally, Section 6.6 has been used to discuss the limitations of this 
thesis and to propose some issues for further research. 

6.1   Synopsis of the Thesis 

This section is used to review the core points from Chapter One through 
Chapter Five. In other words, it contains my reflections on what has been 
done and how it has been achieved in this thesis. 

 I justified the conduct of this thesis by firstly providing background to 
small firm research; particularly the financial problems said to confront 
small firms. The capital structure decision of a firm plays an important role 
in its viability. Excessive debt, in particular, can lead to financial distress and 
the bankruptcy of the firm. However, as indicated in Chapter One, small 
firms do not have ready access to capital markets in the same way as do 
larger firms. A number of studies suggested that the existence of asymmetric 
information resulted in inadequate or inappropriate funding. While there is 
a rich body of literature on determinants of capital structure from traditional 
economic perspectives, research on the potential factors that may result from 
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networks and relationships is scant. Theoretically it has been suggested that 
a firm with sound relationships with its capital providers has increased 
access to financing.  My main purpose, in this thesis, has been to investigate 
the impact of social networks and personal relationships on access to capital 
and to examine how these potentially influential factors impacted capital 
structure decisions.  I have further narrowed the scope of this thesis to Thai 
family-owned/controlled manufacturing SMEs.  This approach departs from 
the usual focus on small firms in general and, in particular, on western small 
firms. That decision, alone, has led to some interesting conclusions to be 
discussed further later in this Chapter. 

 Much of the foundation for financial thought lies in agency theory which 
relies on an atomistic world view in which each individual seeks his or her 
own benefit.  Those who adopt this view assume a principle-stakeholder 
relationship exists between owner-manager(s) and their capital providers. 
From this perspective, incomplete and or asymmetric information leads to a 
firm’s inability to reliably access external capital.  For small firms in 
particular, this led to support for the pecking order hypothesis explaining 
small firm capital structure as a result of problems in information flows.  It 
has been suggested by entrepreneurship researchers that factors other than 
self-interest, such as social networks and culture, may also be determinants 
of capital structure among small firms. Granovetter’s (1973) challenge to 
classic economic thinking was underscored in my literature review where an 
emphasis was placed on his belief in the contribution of social and 
professional networks in accessing funding.  Relationship concepts such as 
the strength of mutual ties, inter-personal trust, guanxi and inter-personal 
connections, were all believed to have an impact on capital accessibility and 
were discussed in depth. At the conclusion of Chapter Two, and based upon 
the literature reviewed, two research hypotheses were formulated. These 
were:  

H1:  The extent of the family firm owner-manager’s social 
and professional networks affects their access to 
capital.  

 

H2:  Owner-managers who indicate a preference for 
maintaining family control follow the traditional 
pecking order theory when financing their activities.  
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 To operationalize the first research hypothesis, it was reformulated and 
became: 

H1a:  The extent (use), diversity, duration and depth of the 
family firm owner-manager’s social and professional 
networks affect their access to capital.  

 To test the hypotheses, data had to be gathered.  I pilot tested and 
employed a large survey instrument and combined this with semi-structured 
interviews with a small group of respondents. All respondents were selected 
from among a set of manufacturing SMEs in Thailand. The sample was 
drawn from two databases provided by the Department of Business 
Development and the Department of Industrial Works. A sample size of 
1,000 manufacturing firms from 21 categories of manufacture was drawn 
using a systematic sampling technique. The survey consisted of a self-
administered questionnaire sent out to the selected firm’s owner-
manager(s). I also sent a reminder letter to the firms who had not returned 
the initial questionnaires in order to increase the response rate. As noted, 
severe flooding around Thailand during the collection period may have 
affected the responses or at least the test of response bias as indicated in 
Chapter Four.  

 Descriptive statistics were used in order to present demographic 
information about the respondents, their ownership patterns and sources of 
capital, considerations (factors) governing financing decisions possibly 
including network diversity, the utilization of personal ties, networks and 
connections as well as issues of trust and guanxi.  

 To test the two research hypotheses (H1a and H2), seemingly unrelated 
regressions (SUR) and logistic regressions were applied in conjunction with 
multiple discriminant analysis. As proposed in H1a, the results disclosed a 
positive effect from the utilization of networks and connections with 
particular regard to external financing through banks in the form of bank 
loans. Results also provided support for the concept that network diversity 
(i.e. discussions of general business issues) aided firm access to capital. This 
support did not extend, however, to network diversity in relation to 
discussions about financial assistance.  That is, general business discussions 
with a diverse network were associated with improved capital access but 
discussions about financial concerns were not. Depth in a relationship and a 
high number of strong inter-personal ties held by the owner-manager were 
associated with firms that used funding from family and friends.  
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Further assessment suggested that eight of the ten variables used to 
measure the depth of a relationship had acceptable discriminant power and, 
as a result, these variables were used to differentiate between the three 
groups of guanxi relationships (family, friends and acquaintances).  

 For H2, the extent of control exerted by family had a significant impact on 
the use of internal equity (retained earnings and owner’s savings).  

 An alternative research hypothesis formulated (H3) to examine the 
likelihood that family and non-family firms differ significantly in their 
financial preferences was tested using the Mann-Whitney statistical 
technique.  The results showed that capital structure preferences held by 
family firms and by non-family firms were different, i.e. H3 was supported. 
Consistent with the general small firm findings of Vos et al. (2007), the 
overall inference from the results was that family-owned firms’ capital 
structure demonstrates a preference for financial safety and an element of 
financial contentment. 

6.2   Overview and Discussion of Findings 

The capital acquisition process was expected to contain a number of 
elements as specified in Figure 1.1 (reproduced below in Figure 6.1 for the 
reader’s convenience).  Financial factors derived from financial theories, 
such as the need for capital and theoretical suppositions about access to that 
capital (agency theory, information asymmetry, the finance gap) were 
expected to lead directly to the capital acquisition decision. However, it was 
believed that the influence of these factors would be ameliorated by the 
interpersonal relationships and networks that a family firm’s owner-
manager utilized.  That is, it was anticipated that the levels and types of 
capital used, internal or external, debt or equity, would be a result of the 
personal connections of the owner-manager.  One other set of influential 
factors, shown at the left of the figure, was the characteristics of the family 
firm – size; number of employees, capital investment as well as the attitudes 
of owner-managers toward family control. 

 Social capital (the owner-managers’ networks, connections and their 
interpersonal relationships) were expected to help a firm access capital.  An 
examination was undertaken using SUR, logistic regression analysis and 
multiple discriminant analysis as discussed earlier, provided mixed results. 
A further assessment of the original research hypotheses is presented in 
order to provide further clarity.   
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Figure 6.1: Scope of the Research 
(Reproduced from Chapter One) 

6.2.1   Research Hypothesis 1 (1a): Networks and Social Capital 

The first research hypothesis was derived from network theory where it is 
postulated that an owner-manager’s social and professional networks ease 
access to resources, including financial resources.   

H1: The extent of the family firm owner-manager’s 
social and professional networks affects their 
access to capital. 

 Research hypothesis 1 was operationalized by breaking up the various 
elements that comprise networks into observable variables to make it easier 
to test. Note that while no causal relationship was assumed in the research 
hypothesis; it is inferred in the theory and articulated in the model and 
equations of SUR and Logistic Regressions used to test it.  

H1a:  The extent (use), diversity, duration and depth of 
the family firm owner-manager’s social and 
professional networks affect their access to capital. 

 Research hypothesis 1a contained observable variables (use, diversity, 
duration) and non-observable or more subjective variables (depth, later 
broken down into component parts). Six SUR equations and five major 
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logistic regression models were developed and were used to examine these 
variables in relation to financing type and source.   

 The sources of capital examined and the definitions of depth used in data 
analysis were drawn directly from definitions used in the operationalization 
of depth of a relationship (strength of ties, reciprocity and degree of 
closeness) and guanxi.  Given data drawn from Thai small family firms this 
approach seemed a logical way to break down a potentially complex analysis.  
It should be remembered that guanxi, prevalent in East Asia, closely 
approximates western researchers ideas related to networks.  

 Here, conclusions drawn from the analysis of each variable from the 
research hypothesis will be discussed separately (i.e. the discussion about the 
influence of each relevant variable affecting capital structure).  This is, in 
part, because the analysis of SUR and Logistic Regressions in Chapter Five 
provided mixed results.  
 
Extent (of use)   
     
The utilization of networks and connections 
The utilization networks and connections with bank officers were positively 
related to having external financing, particularly through but not limited to 
short and long-term bank loans. As presented in Chapter Four, the major 
source of external financing utilized by such firms was though banks or 
credit institutions. In this case the findings were not surprising given that 
without at least weak ties (making an acquaintance of, by at minimum, 
meeting with officers of the bank or credit union), credit/loans could not be 
extended. 

 Firms who sought external financial assistance from banks, according to 
interviewees, had good working relationships with bank officers. They felt 
they received appropriate suggestions and advice about financial concerns 
and how to solve their business problems. It helped, according to interviews, 
to have a history of good business transactions, complete financial records or 
a credible business plan.   Respondents were willing to share their financial 
situation or problems with banks and those who did tended to receive higher 
levels of assistance.  None of this same information, however, was said to be 
shared with other persons in the owner-managers’ social or professional 
network.  It was only bank officers who were perceived to need to have 
access to all the financial information concerning the firm.  

 This is in line with, Elsas and Krahnen (1998) and Lehmann and 
Neuberger (2001) who found that a strong lending relationship between 
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banks and small firms was important in SME access to capital and led to 
better credit availability.  It is also in line with Donnelly et al. (1985) and 
Peterson and Rajan (1994) who reported that sound relationships between 
clients and their banks contributed to lower information costs. These lower 
costs were due to banks having better knowledge of client needs leading to 
increased funds being made available to the small firms in line with the 
research findings of Berger and Udell (1995). 

 Contrary to the predictions of network theory then, the significant and 
positive correlation between the extent of network use and access to loans 
from banks, was not due to more information being made available through 
extended networks but through direct communications between the owner-
manager and the bank’s officers perhaps with the added threat that good 
customers had alternative sources of capital.   

 In interviews, it became clear that most business proprietors I spoke with 
maintained more than one bank contact. They believed that if they were 
denied access to capital at one facility, then they would be able to obtain it at 
the next. This was asserted despite their insistence that they seldom used 
bank finance at all, relying instead on personal capital and retained earnings. 
Respondents expressed their belief that diversity in banking matters was a 
way to optimize access (the costs borne by the small firm). These statements 
were consistent with the assertions of researchers who have concluded that 
the number of banks contacted by the firm or the number of established 
lending relationships with bank officers seem to have an impact on interest 
charges (Peterson and Rajan, 1994) and maintaining two bank relationships 
reduces costs of interest compared with those who borrow from only one 
facility (Hernández-Cánovas and Martínez-Solano, 2008). 

Diversity 

Diverse networks, in this thesis, were by definition based on the number of 
persons with whom the owner-manager discussed business matters, whether 
financial or in general.  This included social networks and professional 
networks or, more specifically, family, friends, fellow business people, 
solicitors, accountants, government representatives, teachers and more. The 
analysis of the role of network diversity, whether positive or negative, in 
using equity or loans was only assessed using the logistic regressions model 
shown in Section 5.2 of Chapter Five. After that, the results were further 
discussed in relation to the usefulness of diverse networks in allowing small 
firm owner-managers to gain access to funding.  

136 



 

 General business discussions with a diverse network appear to be 
influential in an owner-manager’s use of external financing as these variables 
were positively and significantly associated with each other. Relationships 
and a wide range of contacts would appear to be a means for connecting to 
information and resources that then may help to improve the chances of 
receiving loans from banks or financial institutions, corporate partners 
outside the family, subsidies from government and external equity sources. 
This finding is similar to that of Brass (1984) and Manolova et al. (2006) all 
of whom found that network diversity had an influence on effectively 
securing capital.  

 In contrast, discussing financial needs among a more diverse network 
was negatively related to of the use of external financing, suggesting that 
revealing financial needs is problematic. The only rationale that makes sense 
of this to me, given the data, is that the majority of respondents stated that 
‘saving face’ was a consideration in their business dealings (only 4.5% 
disagreeing).  Face, in this sense, is the image projected to others.  
Additionally, 81% of respondents felt that trust was a major component of 
personal relationships.  Keeping ‘face’ was also necessary to maintaining 
trust with capital suppliers. The consequence of this reasoning is that 
sharing information about financial problems leads to a loss of face and, 
hence, to a lowering of capital access from outsiders outside of banks. 

Duration 

As duration and frequency were both considered, by researchers, to be part 
of the depth of relationships, I decided to use this variable in the multiple 
discriminant analysis together with another eight variables (as seen in 
Section 5.3 in Chapter Five). Discriminant analysis was not applied to test 
the link between interrelationship strength (depth of ties) and the use of long 
and short-term capital or internal/external equity directly but instead was 
used to examine those sources of funds drawn from those with whom the 
owner-manager had defined relationships, i.e. the three guanxi groupings 
(family, friends and acquaintances-banks). 

 The variables “frequency” and “duration” were correlated. In the 
questionnaire respondents were asked to indicate the number of years they 
had known a single capital access provider or facilitator. Frequency was 
determined by the number of contacts made, weekly, monthly or semi-
annually. Duration, by contrast, was defined as the amount of time or 
duration owner-managers knew the capital access provider or facilitator. 
Using multiple discriminant analysis, the canonical discriminant function 
had a negative value within the acquaintance group, duration was found to 
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be crucial for respondents who selected the acquaintance group (banks) as 
their most important source of access to capital. Those who admitted to 
seeking financial assistance from banks stated, in interviews, that they felt it 
was better for them if they had a long term relationship with the particular 
banking officer assessing their case but that, in the end, none of these 
relationships were close and all were described as acquaintanceships. 
Previous research has asserted the importance of duration or the length of 
relationships in small firm financing. For instance, Hernández-Cánovas and 
Martínez-Solano (2008) claimed that maintaining longer relationships with 
financial institutions provided greater access to debt. 

 Duration had an impact on the measure of the depth of ties in a 
relationship with regard to bank financing and, according to discriminant 
analysis also can be claimed relevant from interviews with respondents. 
Thus, as a measure of the depth of relationships as theoretically postulated 
by Burt (1997), the duration of relationships is relevant for capital 
acquisition in the East Asian environment.  

Depth 

It was no surprise to find that reciprocity (the coordination of activities and 
sharing of financial information) and the degree of closeness (helping to 
solve problems) with both family and friends were significantly and 
positively associated with capital access for family firms. Where there were 
these measures of depth in a relationship access to capital from these 
particular network participants was more common.  Note that reciprocity led 
to loans from family and friends and closeness was associated with sharing 
ownership with family and friends. 

 Owner-managers do make use of their personal networks to access 
financial resources by relying on their family and kinship relations or a close-
knit community as suggested by Granovetter (1992). These results are in line 
with Aldrich and Zimmer (1986) and Johannisson (1988) who found that 
owner-managers are influenced by their close group of family and friends 
bound by mutual activities, and interactions that help to justify choices 
already made. However, when examining the makeup of these contributions 
to the family firm it must be understood that the use of external capital, in 
any form, is infrequent as shown in the significant association between 
family control and the use of internal funding. Thus while greater depth in 
relationships is associated with family and friends contributing short term 
loans to the family firm rather than any other form of capital, it should be 
recalled that the most common response from all firms was that they never 
garnered any financial resources from family and friends. The emphasis here 
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was to establish whether the strength of ties could have an impact on the 
ability of the owner-manager to gain access to sources of funding.  

 In addition to reciprocity and closeness, the number of strong ties held by 
the owner-manager was significantly related to levels of debt funding 
garnered from family and friends. The finding that financial support is 
acquired through strong ties (defined here as family and friends) is in line 
with Jenssen and Koenig (2002) who suggested that a strong relationship is 
needed before getting such financial support. The crucial element that strong 
ties (family relationships) deliver to the family firm owner-manager are a 
high degree of trust and a return of favors as confirmed from multiple 
discriminant analysis results in Section 5.3 (Chapter Five). The results 
revealed that owner-managers who selected a family member as the most 
important person in providing or facilitating access to capital reported on the 
importance of trust in their relationship, as well as frequent interaction with 
that family member with whom they felt inter-dependent. For owner-
managers who selected a friend as the provider of capital or facilitator of 
access, the essential elements of their relationship were honesty and 
truthfulness, a mutual emotional attachment between them as well as 
coordination in their interactions. That is, the depth of a relationship which 
contains frequency of contact between respondents and their family 
members, plus mutual dependence enhances the development of trust 
which, in turn, can lead to an enhanced ability to access financial support 
through family and friends.  

 The results displayed in Chapter Five also revealed that an owner-
manager with a greater number of weak ties outside his or her family circle 
was more likely to use bank loans and to rely on external equity than did 
those with close and stronger ties. When an owner-manager stated that their 
most important provider of capital or facilitator in gaining access to capital 
was an acquaintance (bankers), having that source assist with problem 
solving and the duration of the relationship influenced their reliance on 
these ties. 

 Through this analysis, it became clear that networks did not act as go-
betweens facilitating access to banks. Results showed that when capital was 
accessed through bank loans, this was achieved not through networks but 
through direct information sharing which assisted the family firm to solve 
business problems. It was these direct communications which were 
considered an important driver connecting owner-managers to sources of 
available funds. I repeat, from interviews owner-managers described their 
relationship with bank officers as one of acquaintance only (referring to 
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guanxi relationships). Such ties were weak and had little to no depth apart 
from, perhaps, duration.  

Given this break-down of H1a, can I state categorically that research 
hypothesis one is supported or rejected? The use of networks was 
significantly and positively associated with bank financing as expected given 
previous research results.    However, further examination revealed that the 
fundamental element in obtaining such loans was not the involvement of 
networks but direct communication with bank officers.  While the 
hypothesis, built on the work of previous researchers, predicted that 
networks would affect capital access only network diversity in discussions 
about general business issues supported that contention. The diversity of the 
owner-manager’s network when it came to financial discussions apparently 
limited access instead. Although the duration of network ties was relevant 
when receiving financial support from acquaintances (banks), the time spent 
with bank officers during the lending process had more to do with an 
increase in direct communication than with the development of intimacy. It 
was only when raising capital through family and friends that the depth of 
networks seemed to assist family firm owner-managers in accessing capital 
and here, given the point that respondents indicated they more often relied 
on their internally generated funds, the assistance was generally at a low 
level. None-the-less, a qualified yes could be given to the depth of networks 
helping family firms to raise capital from those with whom the owner-
manager has strong ties.  This was not what was anticipated in the 
theoretical literature and, in general, reinforces my view that the first 
research hypothesis, that “the extent of the family firm owner-manager’s 
social and professional networks affects their access to capital” should be 
rejected.  

6.2.2   Research Hypothesis 2: Pecking Order Hypothesis 

Theoretically and logically all small firms, whether family owned or not, are 
constrained in their capital access. They cannot go to the public for funding. 
Again, theoretically, networks are presumed to improve a small firm’s access 
to capital, although still not to the same degree as public firms. I also noted 
in Chapter One that Thai family firm access to funding was even more 
constrained than for those in the west; this is due to cultural norms already 
discussed but, in particular, the peculiar role of ‘face’ in the society. Add to 
this that capital structure and financing decisions of the family firm are 
influenced by ownership and control preferences of owner-managers and it 
follows that a traditional pecking order in financing will be maintained. The 
second research hypothesis conveyed this expectation. 
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H2: Owner-managers who indicate a preference for 
maintaining family control follow the traditional 
pecking order theory when financing their activities.  

 This research hypothesis was tested, in Chapter Five, through SUR and 
the logistic regressions where three variables were linked to the type of 
financing used by small family firms in Thailand. The importance of 
financial independence, voting control and the owner-managers’ preference 
for either control or the pursuit of growth opportunities were used as 
measures of the desire to maintain family control.  While eleven distinct 
forms of financing were evaluated during this research, these can be 
categorized under the pecking order format as internal equity, debt and 
external equity.  

 Only two of the eleven forms of financing were representative of internal 
equity yet these, and only these, presented a significant relationship between 
control exerted by family and funding used. F-connection financing (family 
and friends) was linked, significantly, to funding via the depth of a 
relationship which was measured on the basis of the strength of personal 
ties. That is, where personal ties reinforced ownership and control and only 
where these ties existed, did the owner-manager rely on the family member 
for funding and that funding was generally classified as “internal”. However, 
the extent of the use made of networks and the number of weak ties were 
linked to a reliance on external equity. Note, however, that funding from 
external equity, as discussed in Chapter Four and Five, was used extremely 
infrequently. On average 90% of respondents denied ever using external 
equity from anyone other than family.  In other words, the lack of any 
significant connections between the variables measuring a preference for 
control and any form of funding apart from internal capital raises questions 
about the willingness or perhaps the need of these owner-managers to use 
external funding at all. 

 Interviewed respondents emphasized their preference for using their own 
savings and retained earnings over outside capital. Several stated that 
external equity was not important for them; it simply was not needed.  They 
stated that not only did they not use external equity, they also did not borrow 
money from others. They expressed an aversion towards outside capital 
infusions which complemented their preference for personal control.  These 
respondents emphasized independence and the need to keep control and 
management within their own family. These same respondents also gave 
voice to some alternative considerations that influenced their financing 
decisions including the cost of external debt capital.  That is, they stated they 
did not want to pay interest as they thought the rates charged for loans from 
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capital providers were too high. They also wanted to avoid additional 
financial costs associated with setting up loans. Even among those who were 
less concerned about issues of voting control and, consequently more likely 
to employ loans than those who had more concern,   described themselves as 
unlikely to use debt. This may explain the counterintuitive result that a 
desire for voting control results in a diminished use of loans, where one 
would expect loans to be used rather than equity when capital is needed. 
That is, such owner-managers rely on other internal sources of capital or go 
without. As these same expressions of a desire for control were positively 
associated with the use of personal savings the reduction in the use of loans 
appears to follow. However, the positive association between avoiding 
dilution and minimizing the use of personal savings seems inexplicable. 
Dilution by definition is associated not with loans but with external equity. If 
one is not borrowing and not using personal savings, that would imply that 
one is using external equity. In regard to external equity, none of the 
interviewees had any interest in ever selling a portion of their business to 
outsiders. The only acceptable equity investors they asserted, when and if 
that funding was needed, were family members and relatives. That is, 
reducing ownership (dilution) was not a concern as it was a limited source of 
funding only offered to family members or direct relations. 

 When pressed about the various circumstances that could lead to a need 
for further capital, expansion or the need to replace manufacturing 
equipment, interviewees said they would prefer to wait and save for any 
necessary expenditure that might arise.  They saw no reason to expand their 
businesses outright as this would probably entail a loss of control and they 
were making enough for their needs currently. Respondents were risk averse 
but would borrow if a machine broke down, they could not fix it and it was 
beyond their capacity to pay for a replacement. 

 These results combined with interviews provide strong support for the 
pecking order hypothesis which states that there is a hierarchy of funding 
preferences from internal equity to debt to external equity. As a 
consequence, it can be claimed that research hypothesis 2 is supported. That 
is the pecking order can be applied to describe the financial behavior of 
family SMEs with some accuracy. However, the usual rationale for the 
application of the pecking order hypothesis seems unwarranted. That is, the 
usual rationale assumed to be behind the preference for retained earnings 
and personal savings lay in an inability to access external capital at an 
appropriate price. While the cost of debt was mentioned as a deterrent, using 
debt was not rejected entirely should it be needed. No one expressed any 
doubt about being able to access loans if and when they might be needed. 
What is important here is that there appears to be little justification in an 
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assertion that small family firms in general employ the pecking order to 
obtain capital due to information asymmetry. Family firms and non-family 
firms alike appear to follow the pecking order but do so, perhaps, for 
different reasons.  For family firms, at least, the rational for avoiding 
external equity is not an inability to access it but a lack of desire to do so. 
This is more in line with Vos et al. (2007)’s small firm contentment 
hypothesis than with pecking order theory. When there is an unavoidable 
need for external financing, the traditional sources of finance for SMEs are 
utilized and apparently without difficulty; capital is then sought from 
commercial banks or other specialized financial institutions. This, too, seems 
to be in line with previous research i.e. both SMEs in general and family 
firms would appear to be willing to use banks prior to considering raising 
external equity. 

 It may be that the responding family firms in the sample did not really 
need external sources of capital as they were adequately funded internally.  
Given the large number of firms in the sample, though, it is unlikely that all 
had equally good financial foundations. As shown in Table 5.22 in Chapter 
Five, where external funding was utilized, family firms chose to employ 
either short or long-term bank loans. Previous researchers have suggested 
that limited access to external financing is one of the most serious problems 
facing small firms in general. This does not seem to follow with our family 
firms derived from the Thai sample.  If such funding is needed for firm 
operations and growth, it was not obvious in these results.  Instead, the firms 
were heavily dependent on internal funding - safeguarding family control 
while apparently not affecting growth directly. 

6.3   Theoretical Implications 

As stated, the theoretical perspectives adopted while designing this research 
project were not fully justified when assessing the results. The research 
hypotheses were developed based on the conclusions of previous researchers 
in both finance and entrepreneurship. As many entrepreneurial researchers 
also focus on financial issues, the juxtaposition of these two fields is 
generally considered a fertile area for the development of knowledge about 
businesses and their practices.  By focusing on family manufacturing SMEs 
in Thailand and by applying the theoretical approaches tested by established 
SME researchers, my research was intended to contribute to an 
understanding of how the capital structure of family firms was constituted 
and the extent these firms relied on their various networks to access capital.  
Additionally, I added a new perspective by examining evidence from non-
English speaking countries with particular regard to social capital as 
embodied in the East Asian concept of guanxi.  
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 Existing capital structure theories were assessed to identify key issues 
affecting financing decisions in the SME sector.  The pecking order theory is 
most commonly associated with small firm capital choices.  While able to 
confirm the general concept of a pecking order hierarchy, I was unable to 
support the rationale given for the success of this hypothesis. Indeed, I was 
unable to find any support, in the Thai environment, for the commonly 
accepted belief that small firms face a finance gap in their access to capital. 
This suggests the possible need to reinvestigate the issue of a “finance gap” 
within small family firms. 

 The major underlying justification for the application of the pecking 
order, derived from this thesis is the entrepreneur’s propensity to not lose 
their control of their business.  This desire appears to be the paramount 
concern of owner-managers of family firms in Thailand. As explained in 
Chapter Two, the pecking order theory was built, in part, on agency theory, 
particularly on the idea of information asymmetry.  That is, small firms rely 
on a hierarchical order of access to capital because of the difficulties they 
have in communicating the strength of their position to outside investors. 
Given that, from my findings, family firms are not in the least interested in 
external investors, the application of agency theory here is fraught with 
difficulties. None-the-less, entrepreneurship researchers had suggested that 
network relationships or social capital would further strengthen external 
information about the position of the SME, and facilitate access to capital 
providers.  Even Vos et al. (2007) who found a level of contentment with the 
status quo among a large number of small firms in the US and the UK, 
indicated a crucial need for the development of social networks that was not 
supported herein.  

 This research has not supported the contention that relational networks 
facilitate access to capital, at least not to capital outside of the family. I have 
proposed that extended networks between family-owned SMEs and their 
capital providers are not that crucial.  Instead, it is direct communications 
that matter. That result is in opposition to what has been proposed in the 
existing network literature. The depth of relationships or strong ties did have 
an impact on the capital used but, once again, this financing pattern is 
consistent with Thai family-owned SMEs’ “keep it in the family” attitude. 
Weak ties, which many researchers (Uzzi, 1999) have suggested are 
ultimately more beneficial in spreading information about the firm, were 
found to be irrelevant to family firms’ access to capital. 

 Both capital structure and network theories were found to be inadequate 
when generalized to family firm financial practices or when used to explain 
their decision making approaches. Family firms adopt unique capital 
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structures and financing practices, their motivations and relational networks 
are distinct from those found in previous research on small firms in general. 
By applying and negating network theory in relationship to capital structure 
decision making, my research has added some insight into the rationale 
behind the choices made by family firms.   

My review of the extent literature, undertaken for this thesis, found that 
while several researchers mention family businesses, few studies separate 
these from non-family businesses in their analysis of financing strategies. My 
results, that family firms were found to be more dependent on internally 
generated funds (personal savings and retained earnings) and were not eager 
to widen their external equity base as they preferred to borrow rather than 
utilize outside equity, are not entirely unique. While the pattern of financing 
small firms and family firms’ is similar both in previous research and in 
Thailand, the rationale behind that approach in Thailand appears to be 
distinctly different than that suggested in the small firm literature. Drawing 
from the findings of this research, however, it can be stated that the cause of 
capital structure decisions among Thai family firms are internally motivated 
or a choice rather than externally driven by agency problems.  

 It is possible that the conclusions about small firms in general that were 
derived in the previous studies and the extant literatures are still valid but 
not applicable to small family firms. The literature that had been 
investigated in Chapter Two subsumed family firms into the larger set of 
small firms in general. As a result, it should be emphasized that family firms 
are not to be regarded as one homogeneous unit with small firms in general. 
Rather, I find that differences exist between family firms and non-family 
small firms, for example in terms of the attitude and financial means being 
used to keep the business in operation, as seen in Chapter Five where I 
described the support I found support for research hypothesis H3. 

H3:  Family and non-family firms are likely to 
fundamentally differ from each other particularly in 
regard to their financial preferences.  

 The institutional norms developed within a particular cultural milieu do 
have an impact on the development of economic strategies, including those 
employed by family-owned SMEs in determining their capital structure. As 
indicated by Granovetter (1992), these economic issues cannot be examined 
out of context.  Applying theories directly from the western to the eastern 
context seems to be inappropriate as cultural influences also have an impact 
on economic activity. Even where there is apparent equivalence, social 
capital and guanxi for example, there may be another mechanism at work 
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that prevents a direct transfer of ideas over the east -west divide. To some 
extent the theories of capital structure and social capital tested here, derived 
from research undertaken in the west, are less applicable in the east.  
Business practices in the east are not a mirror image of those in the west and 
yet much of the research undertaken by eastern researchers is grounded in 
the research already accepted in the west.  When these theories are applied 
in a non-Western context, in a region such as Thailand, some modification 
may be needed. The significant differences in cultural environments in which 
western small firms and those in south-east Asia operate has been previously 
discussed in Section 6.2. A major difference in the two cultures is the degree 
to which face saving considerations are seen to be important in the Thai 
culture. This shows up in this research when examining the diversity of 
networks. Revealing or discussing financial concerns outside the family 
(except with banks) is avoided in Thailand as it causes some social 
embarrassment. Another cultural difference is the emphasis placed on family 
in Thai culture. In Thailand family is considered as the foundation of the way 
of living. Family is considered of great value and has primacy in decision 
making whether in regard to which subject to study in University or what 
decisions are made in business.  That is, family can have a more excessive 
influence than in western culture regarding the financing pattern adopted by 
small family firms. The concept of guanxi relationships captures this 
emphasis on extensive family obligations well and explains interactions with 
other family members in regard to financial practices. 

 Although family firms encounter all of the same challenges that small 
firms encounter the two groups should not be amalgamated for research 
purposes. Family firms benefit from strong support from the family and 
from relatives, finding that borrowing money from family and relatives or 
family member is the easiest way forward.  If, however, these pockets are not 
deep enough, the family firm will choose to access bank loans. The practical 
implications of this finding follow.  

6.4   Practical Issues 

Research has indicated that the small firm sector is a major creator of 
employment opportunities (Davidsson et al., 1998).  This has led to a belief, 
among various statutory authorities, that stimulating the provision of 
adequate and appropriate funding for SMEs will feed directly into economic 
growth (Poonpatpibul and Limthammahisorn, 2005). It seems fair to assert, 
from the results of this research, that the responding family firms are far 
from heavily relying on external financial sources especially in the form of 
equity. According to Vos et al.’ (2007) financial contentment hypothesis, this 
would have implications for government financial policy. An analysis of 
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actual financial circumstances, growth prospects or even the desire for 
growth could be used to encourage policymakers in governmental and aid 
institutions to create proper policies that support business growth in sectors 
where it is desired rather than making assumptions about the need for 
capital where it would appear to be unneeded. As a result, government 
support programs and interventions need to be relevant and matched with 
the exigency of entrepreneurs if these efforts are to be beneficial. 

 Another area worthy of more examination is whether the extensive 
reliance that owner-managers place on their family for funding is ideal. The 
current informal system of extended self-reliance plays a crucial role in the 
financing of the family firm in Thailand. In the interviews, it was repeatedly 
confirmed that Thais usually feel that it is necessary to help family member 
and relatives.  It was also clear that owner-managers were confident about 
their access to support from these close-knit relations. Thus, the importance 
of familial collectivism in Thai society has been applied in business 
operations in particular, in family financing practices. Under what 
circumstances would it be useful to encourage family firms to have more 
extensive contact with external capital providers?  This question is especially 
relevant when it has been shown, here-in, that direct communication with 
these funding agents can increase access to loans. 

 It may be that owner-manager’s assessment of the risks of using external 
capital is realistic for their circumstances.  Alternatively, it may be that they 
simply do not recognize potential benefits that could accrue to the use of a 
more diverse capital structure. While my suggested theoretical justification 
for the pecking order in accessing capital, one substantiated by this research, 
is the reluctance of owner-managers to relinquish control over their 
businesses (an internally driven choice rather than an agency problem) it 
may be that this choice is not optimal. Further investigation of the practical 
effect of external leverage on firm profits would demonstrate its efficacy. If 
this were to be shown, then another area of government intervention could 
be in the supply of training in financial management for family firms. 

 My results present a challenge to the generally accepted wisdom that 
policy makers must address a ‘finance gap’ in financial access among small 
firms.  My sample of small, family manufacturing firms in Thailand did not 
seem to face a finance gap. They appeared to be able to raise the capital they 
needed or were content to wait until they had saved sufficient capital to 
undertake any new initiatives. Whether the absence of a finance gap is a 
result of a reliance on family, financial contentment or other consideration, 
this finding suggests that the direct application of financial hypotheses 
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developed in one region may not be appropriate in another. This leads me to 
a direct list of suggestions for further research in Section 6.6. 

6.5   Reflections of the Research Experience 

My research has been focused on relational networks and family firm capital 
structure in Thailand: Theory and Practice. I have examined the funding 
structures used by small family firms in Thailand and provided an analysis of 
the owner-manager’s reliance on networks to facilitate capital access. My 
results have not provided strong support for the theoretical rationales and 
research conclusions of previous small firm researchers when their results 
are applied to the family manufacturing firm in Thailand. I hope my results 
are sufficiently interesting to others so that they can affect the research 
environment and draw others into a consideration of the differences as well 
as the similarities between small firms and family firms, between Thai (and 
other developing economies) and those developed western economies where 
the majority of small firm research has taken place.  Whether this occurs or 
not, I would like to take the time, here, to personally reflect on this 
intellectual journey and my experience of the research process. 

 Firstly, probably the most important thing I learned from doing the 
research is that it evolves over time.  I came into the process with rather set 
ideas, strongly believing that I knew what the research outcomes would be at 
the end. That is, during the development of the research idea and when 
writing the research proposal, I tended to focus only on one side of the issue, 
assuming there would be a positive correlation between networks and capital 
structures used by small family firms.  If I were to start this process again, I 
would be much more open minded.  I would also try to maintain flexibility in 
the research procedures for as long as possible in order to allow for the 
unexpected.   

 Secondly, while my research design was adequate it could have been 
improved. As mentions in Chapter Three, I did a large survey using self-
administered questionnaires together with some interviews.  The interviews 
were undertaken prior to an analysis of the data.  At the end of the research 
project I found that I would have liked to be able to pursue some of the 
issues raised more fully given the statistical results that I had.  This would 
have further enhanced my ability to explore some of the concepts and issues 
that were raised.  

 Also in regard to research design, it would have been better had I been 
clearer about the analytical technique that I was to employ prior to putting 
together the questions.  This, however, was attempted but as I changed my 
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analytical approach after the fact, some problems arose in regard to the main 
points in the questionnaire.  It would have been better if the research plan 
regarding the empirical data analysis (i.e. what statistical techniques would 
be suitable and appropriate to apply and alternative techniques) had been 
carefully blueprinted. This would have ensured that valuable data was not 
neglected during the measurement process. 

 Thirdly, the data collection process was interrupted due to unanticipated 
external problems (flooding throughout Thailand).  While I had planned to 
spend around three months in the distribution of the survey and undertaking 
interviews, this disruption forced delays that had not been anticipated. With 
hindsight, I would have preferred scheduling two visits to the country, one 
for distribution and collection of the questionnaire, and one for interviews.  
Such a procedure would have built in flexibility that would have been useful 
given the unexpected forces of nature that impeded progress.  

 Fourthly, the analysis itself brought out my own inadequacies in applying 
my first choice of statistical techniques.  While I did take courses to assist me 
with the process, I aimed beyond what I could easily apply and had to step 
back and rely on techniques with which I was more familiar. This added time 
and stress to the undertaking. I believe that the doctoral research process is 
complicated enough without such added challenges.   

 Finally, the drawing of conclusions is not as simple as it would seem from 
the outset.  I would have preferred to have more time to consider my results 
in depth prior to having to write them up.  At this stage, the open 
communication of ideas and reflections is necessary and important.  I would 
advise any new researcher to discuss their concepts broadly and to welcome 
challenges to their perspectives for it is in these discussions that the 
underlying meaning of the whole can be assessed. 

6.6   Limitations and Suggestions for Further Research 

This research process has raised many questions, particularly about 
theoretical assumptions made by researchers, myself included.  Some of 
these new questions may be due to errors in the research design but the 
majority, I believe, are the result of the increased insights this research has 
enabled me to bring forward.   

 First, the findings presented in this thesis revealed that while small family 
firm financial preferences were in line with the Pecking Order hypothesis, 
the generally accepted rationale for these preferences were not supported.  It 
may be worth examining the actual reasons behind these capital structure 
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decisions especially among more successful firms. The purpose in doing this 
would be to discover how those firms handle problems, what firm or owner-
manager characteristics tend to produce their financial preferences and 
aversion toward external influence.  

 Second, my findings were based on a static picture gained from one 
survey study, in Thailand, using cross-sectional data. It would be useful to 
examine differences between small family firms and non-family small firms 
in Thailand in more depth. More directed research investigating satisfaction 
with or demand for funds would be useful.  A longitudinal study aimed at a 
further understanding of how financial contentment (Vos et al., 2007) 
develops over time in family-owned firms is recommended. 

 Third, only one business sector, manufacturing family-owned SMEs in 
Thailand, was targeted in this research. This was based on the assumption 
that manufacturing firms, if any, would be the most likely to require external 
capital.  Other SMEs business sectors may display different financial 
practices although, given that their capital needs are likely to be less, it is 
unlikely that the small family firms in these sectors have adopted a different 
approach to financing.  However, given that 2011 (when data was collected) 
was not a time of economic hardship in Thailand, it might be interesting to 
determine if more difficult economic climates result in different financing 
strategies or ones that are more reliant on social capital.    

 Forth, in this thesis the association between relationships, networks and 
capital structure are empirically examined by using SUR, logistic regression 
analysis and multiple discriminant analysis. SUR allows testing for 
interaction effects of concurrent correlations between the error terms of each 
equation simultaneously. Further qualitative study techniques would be 
useful to examine the interaction between family firm owner-managers and 
their capital providers-facilitators.  For instance, case studies or in-depth 
interviews might provide greater insights into the decision process used 
when accessing capital through weak-tie networks, if these are indeed useful 
as suggested in much of the literature. 

 Fifth, as research hypothesis 3 presented in Chapter Five was supported, 
family firms are different from small firms in general. The empirical data 
used in this thesis was limited to only 31 non-family firms. While, given the 
collection procedure, the sample is probably representative of the proportion 
of family to non-family firms in Thailand, it would be useful to extend this 
sample to more small firms. The apparent differences between family and 
non-family firms would be worth examining in many other contexts.  While 
the issue of control was one that was relatively obvious in its effect on capital 
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structure and financial choices, the differences could be examined in the 
context of, for example, firm growth, business risks and profitability.    

 Sixth, not all theories about business are equally transferable to all 
environments. If network theory, the concept of social capital giving rise to 
resource access, fails when transferred to an environment steeped in the 
traditions of guanxi, how well can other concepts, developed in a western 
context, be applied in new settings such as East Asia. It would be worthwhile 
to examine the literature more closely to determine which theoretical 
approaches applied in business research, if any, are universally applicable. 

 Seventh, a number of characteristics associated with small family firms 
were discussed in the literature and data was gathered on many of these.  
However, in the end, only the propensity to desire family control was 
considered as it related directly to the issue of capital structure.  Other 
respondent characteristics, from age and gender to education and working 
experiences, would have been interesting to examine. Gender, in particular, 
would be a study that could contribute to further understanding of the role of 
guanxi, social networks and personal connections in the financing process 
given that we know little about the differences in gender approaches to 
business in Thailand.  

 
Finally, despite the fact that financial issues were the main focus in this 

thesis, there are other areas where network research could make valuable 
contributions to our understanding of the internal governance structures 
used in family firms. For example, how do family members influence each 
other in their approach to business decisions? It was noted, in the literature 
review and among my respondents that the drop-off in each generation is a 
potential problem among family firms in Thailand. The same observation 
has been made by numerous researchers in the west (Handler and Kram, 
1988; Ward, 1997; Morris et al., 1997).This issue could be examined further 
using network approaches to determine what characteristics influence one 
generation to take over from the last. Such research could be extended to 
include an assessment of the economic benefits/losses associated with 
generational transfers.  Is it more efficient for the national economy for 
family firms to be passed on within the family?  Given that family firms are 
the major driver of economic advancement in Thailand; this is a very crucial 
issue for that nation. 
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Appendix A - English Cover Letter 
 

February 03, 2011 

Dear owner/owner-manager 

Subject: Asking a favor of filling questionnaire 

 

My name is Suranai Chuairuang, lecturer at Prince of Songkla University, Trang campus. I am a 

doctoral candidate at Umeå School of Business, Umeå University, Sweden. I am currently conducting a 

large research survey relating to the capital structure of SMEs in Thailand. This research project will 

become part of my PhD thesis. 

 

This research is focused on the relationships between SME firms and their capital providers. It is 

intended to investigate the effect of personal relationships and networks on the decisions made about 

the firm’s capital structure. The financing decision is, as you know, crucial given the necessity of 

funding to stay afloat especially SMEs sector which comprise the majority of firms in the country. 

Therefore, results of the research and knowledge developed in this area can be used to support the 

strength as well as future development of all SMEs.    

 

In order to produce a meaningful research outcome, a systematic sampling technique was applied in 

order to draw an appropriate sample from among manufacturing SMEs in Thailand.  Your firm was 

selected as representative of your industry. As the response rate is critical then I ask you for this favor, 

please fill out the enclosed questionnaire. Of course your answers will be treated in the strictest 

confidence and has been collected solely for the purpose of academic research.  

 

The questionnaire contains four pages which will take approximately 15-20 minutes to complete. A 

postage-paid reply envelop is enclosed. Please fill out the form and return the completed questionnaire 

at your earlier convenience or by 20 February 2011 at the latest. 

 

If you are interested in receiving a report on the findings from this research project, please write your 

name and email on the questionnaire. I will be glad to send you a final summary report when it is 

complete. Please do not hesitate to contact me via this telephone number 086-9815622 or the email 

below. Thank you for participating in this research project. 

 
Sincerely Yours, 
 
 
 
Suranai Chuairuang 

Lecturer, Prince of Songkla University, Trang Campus - Email: suranai.c@psu.ac.th 

Doctoral candidate, Umeå University, Sweden - Email: suranai.chuairuang@usbe.umu.se  
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Appendix B - Thai Cover Letter 

3 กมุภาพนัธ์ 2554 

เรียน: ท่านเจ้าของธุรกจิ/ผู้จดัการ 

เร่ือง: ขอความอนุเคราะห์ตอบแบบสอบถาม 
 

ผมนายสุรนยั ช่วยเรือง อาจารยป์ระจาํมหาวทิยาลยัสงขลานครินทร์ วทิยาเขตตรัง ขณะน้ีกาํลงัศึกษาต่อระดบัปริญญาเอก ณ 

มหาวทิยาลยั Umeå ประเทศสวเีดน และอยูใ่นช่วงของการดาํเนินโครงการวจิยัในหวัเร่ืองโครงสร้างเงินทุนของวสิาหกิจ

ขนาดกลางและขนาดยอ่ม (SMEs) ในประเทศไทย โดยงานวจิยัน้ีจะเป็นส่วนหน่ึงของวทิยานิพนธ์ปริญญาเอกดงักล่าว 
 

งานวจิยัน้ีมุ่งเนน้ไปท่ีประเด็นของความสมัพนัธ์ระหวา่งธุรกิจ SMEs กบัเจา้ของเงินทุน โดยมีวตัถุประสงคเ์พ่ือศึกษาถึง

ผลกระทบของความสมัพนัธ์ส่วนตวั และเครือข่ายทางสงัคมต่อการตดัสินใจเก่ียวกบัโครงสร้างเงินทุนของธุรกิจ ซ่ึงเป็นท่ี

ทราบกนัดีวา่การตดัสินใจจดัหาเงินทุนนั้นมีความสาํคญัอยา่งยิง่ตอ่ความอยูร่อดของธุรกิจในปัจจุบนั โดยเฉพาะธุรกิจ SMEs 

ซ่ึงเป็นกลุ่มธุรกิจส่วนใหญ่ของประเทศ ดงันั้นผลการวจิยั รวมไปถึงการพฒันาความรู้ทางดา้นการจดัหาเงินทุนน้ีจะสามารถ

นาํมาใชเ้พ่ือช่วยส่งเสริมความเขม้แขง็ และความเจริญกา้วหนา้ของธุรกิจ SMEs ทั้งหมดไดต้่อไป 
 

เพ่ือใหผ้ลการวจิยัมีความถูกตอ้ง และสามารถนาํมาใชป้ระโยชน์ไดจ้ริง ผูว้จิยัไดใ้ชก้ารสุ่มเลือกตวัอยา่งแบบเป็นระบบตาม
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น่าเช่ือถือของผลการวจิยั ฉะนั้นผูว้จิยัจึงใคร่ขอความอนุเคราะห์จากท่านซ่ึงเป็นเจา้ของธุรกิจหรือผูบ้ริหารองคก์ร ในการ

กรอกแบบสอบถามท่ีแนบมาพร้อมกนัน้ี ซ่ึงผูว้จิยัขอรับรองวา่ขอ้มูล และคาํตอบทั้งหมดของท่านจะถูกรักษาไวเ้ป็น
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ท่านทาํเสร็จส้ินแลว้ หรือภายในวนัท่ี 20 กมุภาพนัธ์ 2554 
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รายงานสรุปใหท่้านเม่ืองานวจิยัน้ีเสร็จสมบูรณ์ และหากท่านมีขอ้สงสยัประการใดเก่ียวกบัแบบสอบถามหรืองานวจิยัน้ี 

ท่านสามารถติดต่อผูว้จิยัไดท่ี้เบอร์โทรศพัท ์ 086-9815622  หรืออีเมลขา้งล่างน้ี ขอขอบพระคุณท่านเป็นอยา่งสูงมา ณ 

โอกาสน้ี 
 

ขอแสดงความนบัถือ 
 

 

นายสุรนยั ช่วยเรือง 

อาจารยป์ระจาํมหาวทิยาลยัสงขลานครินทร์ วทิยาเขตตรัง - อีเมล: suranai.c@psu.ac.th 

นกัศึกษาปริญญาเอกมหาวทิยาลยั Umeå ประเทศสวเีดน - อีเมล: suranai.chuairuang@usbe.umu.se 

mailto:suranai.c@psu.ac.th
mailto:suranai.chuairuang@usbe.umu.se


 



Appendix C - English Questionnaire 
 

PLEASE INDICATE YOUR ANSWER OR OPINION BY TICKING OR FILLING THE SPACES. THE QUESTIONNAIRE CONTAINS SIX SECTIONS. 
 

SECTION 1: Information of Business 
 

1 In what year was your business established?  Year: ……………  
 
2 How many full-time employees equivalent does your business currently have? ……..….. employees (two half-times 

are the same as one full-time) 
 
3 What is approximate total capital investment does your business have in million Baht?  

❑ 10 or less    ❑ 11 – 50    ❑ 51 – 100 
❑ 101 – 150    ❑ 151 – 200    ❑ 201 or more 

 
4 Which category best classifies your business’s type of manufacturing? 

❑ Agricultural               ❑ Food    ❑ Beverages  ❑Textile              ❑ Wearing apparel ❑ Leather 
❑ Wood and wood products      ❑ Furniture  ❑ Machinery ❑ Rubber             ❑ Chemical  ❑ Electricity 
❑ Publishing      ❑ Petrochemical  ❑ Transportation ❑ Plastic               ❑ Non-metal ❑ Metal 
❑ Fabricated Metal        ❑ Paper and Paper Products   ❑ Other, please specify……………………………………….… 

 
5 Please indicate your business’s location. 

❑ Metropolitan    ❑ Urban   ❑ Rural 
 

 

SECTION 2: Demographic Information  
 

1 Please identify your management position. 
❑ Owner /owner-manager ❑ Manager   ❑ Other, please specify………………………. 

 
2 Please indicate your gender.    ❑ Male    ❑ Female 
 
3 What is your age? ……….. years 
 
4  How many years of experience do you have in the actual line of business? ..…… Years 
 
5 What is your highest level of certification/education? 

❑ Lower than high school ❑ High School   ❑ Apprenticeship 
❑ Vocational/Diploma  ❑ Bachelor Degree   ❑ Master Degree (not MBA)  
❑ MBA    ❑ Doctoral Degree  ❑ Other, namely…………………………..…….. 
 

SECTION 3: Ownership Patterns and Family Involvement 
 

1 What is the legal form of your business?  
❑ Sole proprietorship  ❑ Partnership   ❑ Corporation  

 
2 What best indicates the pattern of controlling ownership of your business? (only one best fit may be marked) 

❑ Individual     ❑ One family (individual related by blood or marriage) 
❑ More than one family (how many?.......) ❑ Other: please specify…………………………………………….… 
  

3 What is the proportion of family ownership of your business? 
❑ Less than 50%  ❑ 50% to 99%   ❑ 100% 

 
4 How many management board members or somebody who can make important decisions affecting business 

operations? ………… person(s) 
 
5 How many person(s) from question 4 are family members of the business owner/s?.......person(s) 
 
6 With whom do you make important management decisions in your business? (for example alone or with one family 

member or banks or someone else?)  
  With ……………………………………………………………………………………. 
 
7 Which generation of the family is operating the business today? 
  ❑ First generation  ❑ Second generation  ❑ Third generation and beyond 
 
8 What are your primary business objectives? (More than one alternative may be marked) 
  ❑ Wealth maximization    ❑ Transfer of ownership to the next generation         

❑ Enhance reputation and status  ❑ Survival of the family business as a going concern 
  ❑ Employment of family members  ❑ Continued independent ownership of the business 
  ❑ Being my own boss (independent)  ❑ Other, please specify………………………………………..……. 
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9 Please specify your opinion in relation to the statement below. 
 
                                                                                      Strongly                                                                           Strongly 
                                                                                                                           Disagree         Disagree        Neutral         Agree           Agree   
 

- I would prefer to maintain family control            ❑1           ❑2    ❑3          ❑4               ❑5 
  rather than pursue all growth opportunities. 
     

SECTION 4: Financing and Capital Structure Decisions 
 
1 Who decides how the business is to be financed? (More than one alternative may be marked) 

❑ The owner(s)/owners-manager        ❑ The manager   ❑ The board of directors  
 ❑ Other employee(s)   ❑ Other: please specify………………………………………………. 
 

2 Please refer to your balance sheet and estimate the proportion of your business’s use of the following sources over 
the last year in percentage terms. (Make sure that all the sources add up to 100%) 

 

 
3 Since starting the business to what extent are the following financing sources being used to keep your business in 

operation. 
 
        Never          Rarely     Sometimes Occasionally  Frequently 
Trade credits from suppliers                                              ❑1           ❑2    ❑3          ❑4                 ❑5 
Short-term loans from …   
     - family (includes relatives not living in household)    ❑1           ❑2    ❑3          ❑4    ❑5 
     - friends                       ❑1           ❑2    ❑3          ❑4    ❑5 
     - banks or financial institutions (i.e. overdraft)                  ❑1           ❑2    ❑3          ❑4    ❑5 
     - company employees                         ❑1           ❑2    ❑3          ❑4    ❑5 
     - corporate partners outside family      ❑1           ❑2    ❑3          ❑4    ❑5 
Short-term subsidies from government         ❑1           ❑2    ❑3          ❑4                 ❑5 
Credit cards          ❑1           ❑2    ❑3          ❑4    ❑5 
 
Long-term loans from …   
     - family (includes relatives not living in household)    ❑1           ❑2    ❑3          ❑4    ❑5 
     - friends                       ❑1           ❑2    ❑3          ❑4    ❑5 
     - bank or financial institutions (i.e. term loans)                 ❑1           ❑2    ❑3          ❑4    ❑5 
     - company employees                      ❑1           ❑2    ❑3          ❑4    ❑5 
     - corporate partners outside family      ❑1           ❑2    ❑3          ❑4    ❑5 
Long-term subsidies from government                    ❑1           ❑2    ❑3          ❑4                 ❑5 
Long-term leasing                      ❑1           ❑2    ❑3          ❑4    ❑5 
Off balance sheet financing                      ❑1           ❑2    ❑3          ❑4                 ❑5 
 (e.g. the use of family car for business purposes, share equipment, premises and employees with other businesses or 

the use of relatives’ warehouse, etc.) 
 
Equity via:     
Personal savings                     ❑1           ❑2    ❑3          ❑4    ❑5 
Retained earnings                     ❑1           ❑2    ❑3          ❑4                 ❑5 
Purchased shares by  
     - family (includes relatives not living in household)   ❑1           ❑2    ❑3          ❑4    ❑5       
     - friends        ❑1           ❑2    ❑3          ❑4    ❑5 
     - company employees         ❑1           ❑2    ❑3          ❑4    ❑5  
     - individual investors                      ❑1           ❑2    ❑3          ❑4    ❑5 
     - corporate partners outside family       ❑1           ❑2    ❑3          ❑4    ❑5 

 
 

 

 

Short-term debts (Liabilities need to be paid within 1 year)  % of total assets 
Long-term debts (Liabilities need to be paid more than 1 year)  % of total assets 
Equity (i.e. equity raised from retained earnings, personal savings, external equity)  % of total assets 

Must total          100 %  
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4 Please indicate the relative importance of the following considerations in governing your business’ financing 

decisions. 
                                                                                             Unimportant                                                               Important 
- The corporate tax             ❑1           ❑2    ❑3          ❑4               ❑5 
- Interest/dividend              ❑1           ❑2    ❑3          ❑4  ❑5 
- Financial independence          ❑1           ❑2    ❑3          ❑4               ❑5 
- Voting control                           ❑1           ❑2    ❑3          ❑4  ❑5 
- Costs of financial distress           ❑1           ❑2    ❑3          ❑4               ❑5 
- Avoiding dilution           ❑1           ❑2    ❑3          ❑4  ❑5 

 
 

5 How difficult is it to get adequate and appropriate funding for your business?  
 
                                                                                                  Not difficult                                                           Extremely difficult 
            ❑1           ❑2    ❑3          ❑4               ❑5 
 

SECTION 5: Personal Relationships 
 
Instruction: To answer the questions in section 5 which contains 4 items please refer to the most important person 
(referred to as Person A) who is the capital provider or of help you in providing financial support.  
 
1 What is the relationship between you and Person A? (only one best fit may be marked) 
 ❑ Family    ❑ Friend   ❑ Acquaintance   
 ❑ other: please specify……………………………………………………………………….. 
 
2 How often do you contact Person A (both physically and non-physically)? 
 ❑ Semi-annually or less  ❑ Quarterly        ❑ Monthly 
 ❑ Weekly     ❑ 2-4 days a week      ❑ 5 or more days a week 
 
3 How long have you known Person A? 
 ❑ Less than 1 year   ❑ 1-2 years        ❑ 3-5 years 
 ❑ 6-10 years   ❑ 11-20 years        ❑ More than 20 years 
 
4 Please specify your opinion in relation to the listed statements below in regard to person A. 
          
                   Strongly                                                                       Strongly 
                                                                                                     Disagree      Disagree        Neutral          Agree         Agree   
You and Person A …                     
 - trust each other                       ❑1           ❑2    ❑3          ❑4 ❑5 
 - owe each other a debt of favor                   ❑1           ❑2    ❑3          ❑4              ❑5 
 - have interdependent interests     ❑1           ❑2    ❑3          ❑4 ❑5 
 - are emotionally attached                    ❑1           ❑2    ❑3          ❑4              ❑5 
 - have high degree of intimacy                      ❑1           ❑2    ❑3          ❑4 ❑5 
 - are generally honest and truthful with each other          ❑1           ❑2    ❑3          ❑4              ❑5 
 - help each other to solve business problems          ❑1           ❑2    ❑3          ❑4 ❑5 
 - have well coordinated in the activities/interactions    ❑1           ❑2    ❑3          ❑4               ❑5 
 
 

SECTION 6: Social Networks 
 
1 Please indicate the number best describing the extent to which you have utilized personal ties, networks and 

connections to obtain finance during the past three years with … 
 
                                                                                                Very little        Little           Average  Extensive Very extensive 
 - Buyer firms             ❑1           ❑2    ❑3          ❑4 ❑5 
 - Supplier firms                        ❑1           ❑2    ❑3          ❑4              ❑5 
 - Banks/credit agencies         ❑1           ❑2    ❑3          ❑4 ❑5 
 - Government/statutory authorities                    ❑1           ❑2    ❑3          ❑4              ❑5 
 - Other investors                      ❑1           ❑2    ❑3          ❑4 ❑5 
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2 Which do you usually speak with or contact if you want advice about the following aspects of your business?  

(Check all that apply) 
 

 ADVISORS 

Business Aspects 
Family 

member/ 
relatives 

Friends Fellow business 
owner 

Professional 
or trade 

association 
Banker 

Accountant/ 
attorney/ 
engineer 

Government 
support 
agencies 

Local officials i.e. 
teacher, other 

government officers 

2.1 General 
business issues ❑ ❑ ❑ ❑ ❑ ❑ ❑ ❑ 

 

2.2 Financial 
assistance  ❑ ❑ ❑ ❑ ❑ ❑ ❑ ❑ 
 
 

3 Please estimate the approximate number of hours you spend each week (travel time excluded) on average discussing 
different aspects of your business with others. ………… hours 

 
4 Please indicate in a range from 0 to 5 (with 0 = no interaction at all, 1 = very little, 2 = little, 3 = average, 4 = 

extensive and 5 = very extensive) the amount of interaction you have had with the following individual in regard to 
the following issues. 

 

 
Joint  

problem 
solving 

Repeat 
business 

transactions 

Coordinate  
Activities 

(business or 
others) 

Share information about … 
financial 
concern 

in general 

Negative 
economic 
conditions 

Positive 
economic 

opportunities 
Example: Person X 4 1 0 5 1 3 
- Family       
- Friends       
- Company employees       
- Buyers/customers/ suppliers       
- Statutory authority representatives        
- Bank/credit agency representatives       
 

5 Please specify your opinion in relation to the listed statements below. 
                              Strongly                                                                         Strongly 
                                                                                                     Disagree       Disagree        Neutral         Agree           Agree   
 - Trust is a major aspect of personal relationships     ❑1           ❑2    ❑3          ❑4               ❑5 
 - Trust is a major aspect of business relationships    ❑1           ❑2    ❑3          ❑4  ❑5 
 - Trust results in loyalty to each other         ❑1           ❑2    ❑3          ❑4               ❑5 
 - Trust results in commitment to each other                   ❑1           ❑2    ❑3          ❑4  ❑5 
 - Personal relationships with others matter     ❑1           ❑2    ❑3          ❑4               ❑5 
 - Reciprocity and favors are important        ❑1           ❑2    ❑3          ❑4  ❑5 
 - Saving one’s face in society should be considered     ❑1           ❑2    ❑3          ❑4               ❑5 
 - People are opportunistic                     ❑1           ❑2    ❑3          ❑4  ❑5 
 

 
6 What professional or informal associations and unions have you joined that allow you to get benefit from (e.g. 

Chamber of commerce, rotary club, village club or other professional/trade associations etc.) 
 
 1……………………………………………..     2………………………………………………     3…………………………………….…………. 
 

 
¤¤ THANK YOU VERY MUCH FOR YOUR PARTICIPATION IN THIS SURVEY ¤¤ 

 
If you have any comments or suggestions about the research you would like to make, please feel free to do so. 
……………………………………………………………………………………………………………………………………………………………………………

……………………………………………………………………………………………………………………………………………………………………………

…………………………………………………………………………………………………………………………………………………………… 

If you wish to receive a summary report on the result of this research, please fill in your name and email address in the 
space below. The report will be sent to you on completion of the research work. 
 

Name:…………………………………………………… e-mail address:……………………………………….. 
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Appendix D - Thai Questionnaire 

คาํช้ีแจง กรุณาระบุคาํตอบ หรือความคิดเห็นของท่านโดยการทําเคร่ืองหมาย หรือกรอกข้อความลงในช่องว่าง โดยแบบสอบถามนีม้ีทั้งหมด 6 ตอน 

ตอนที ่1: ข้อมูลเกีย่วกบัธุรกจิ 
 

1 ธุรกิจของท่านก่อตั้งข้ึนในปีใด   ปี: พ.ศ……………  

2 ธุรกิจของท่านในปัจจุบนัมีพนกังานท่ีทาํงานคิดเทียบเท่าเป็นพนกังานเตม็เวลาอยูก่ี่คน ……..….. คน (การทาํงานของพนกังานคร่ึงเวลาสองคร้ังนบัเป็นเตม็เวลาหน่ึงคร้ัง) 

3 ธุรกิจของท่านในปัจจุบนัมีเงินลงทุนทั้งหมดประมาณก่ีลา้นบาท  

❑  10 หรือนอ้ยกวา่   ❑  11 – 50    ❑  51 – 100 

❑  101 – 150    ❑  151 – 200    ❑  201 หรือมากกวา่  

4 ธุรกิจของท่านจดัอยูใ่นกลุ่มอุตสาหกรรมใด 

❑  การเกษตร  ❑  อาหาร   ❑  เคร่ืองด่ืม ❑  ส่ิงทอ   ❑  เคร่ืองแต่งกาย ❑  เคร่ืองหนงั 

❑  ไม ้และ ผลิตภณัฑจ์ากไม ้ ❑  เฟอร์นิเจอร์ และเคร่ืองเรือน ❑  เคร่ืองจกัรกล ❑  ยาง  ❑  เคมี  ❑  ไฟฟ้า 

❑  ส่ิงพิมพ ์  ❑  ปิโตรเคมีและผลิตภณัฑ ์ ❑  ขนส่ง  ❑  พลาสติค  ❑  อโลหะ ❑  โลหะ 

❑  ผลิตภณัฑโ์ลหะ  ❑  กระดาษ และผลิตภณัฑจ์ากกระดาษ  ❑  อ่ืนๆ โปรดระบุ ………………………………………… 

5 สถานท่ีประกอบธุรกิจของท่านตั้งอยู ่ณ ทาํเลใด 

❑  ในเมืองใหญ่   ❑  ในตวัเมือง   ❑  นอกตวัเมือง 
 

ตอนที่ 2: ข้อมูลส่วนตัว  
 

1 กรุณาระบุตาํแหน่งดา้นการบริหารของท่าน 

❑  เจา้ของ / เจา้ของ-ผูจ้ดัการ  ❑  ผูจ้ดัการ   ❑  อ่ืนๆ โปรดระบุ ………………………. 

2 กรุณาระบุเพศของท่าน    ❑  ชาย   ❑  หญิง 

3 ท่านอายเุท่าใด ……….. ปี 

4  ท่านมีประสบการณ์ในสายงานธุรกิจท่ีทาํอยูน้ี่มาแลว้เป็นเวลาก่ีปี ..…… ปี 

5 ประกาศนียบตัรรับรองการศึกษา/การศึกษาชั้นสูงสุดของท่านอยูใ่นระดบัใด 

❑  ตํ่ากวา่มธัยมศึกษาตอนปลาย  ❑  มธัยมศึกษาตอนปลาย หรือ ปวช. ❑  การฝึกหดัวิชาชีพ 

❑  ปวส. หรือ อนุปริญญา  ❑  ปริญญาตรี    ❑  ปริญญาโท (ไม่ใช่ปริญญาโท บริหารธุรกิจ)  

❑  ปริญญาโท บริหารธุรกิจ  ❑  ปริญญาเอก   ❑  อ่ืนๆ โปรดระบุ …………………………..…….. 
 

ตอนที่ 3: รูปแบบกรรมสิทธ์ิความเป็นเจ้าของและความเกีย่วข้องของครอบครัว  

1 รูปแบบตามกฎหมายของธุรกิจท่านคือขอ้ใด 

❑  ธุรกิจเจา้ของคนเดียว  ❑  ห้างหุ้นส่วน   ❑  บริษทั  

2 รูปแบบการควบคุมกรรมสิทธ์ิธุรกิจของท่านตรงกบัขอ้ใดท่ีสุด (เลือกข้อท่ีเหมาะสมท่ีสุดเพียงข้อเดียว) 

❑  บุคคลเดียว      ❑  หน่ึงครอบครัว (บุคคลท่ีเก่ียวขอ้งกนัทางสายเลือดหรือการสมรส) 

❑  มากกวา่หน่ึงครอบครัว (จาํนวน......... ครอบครัว)   ❑  อ่ืนๆ  โปรดระบุ …………………………………………….… 

3 ท่าน(เจา้ของธุรกิจ)รวมถึงครอบครัว มีส่วนร่วมในการเป็นเจา้ของธุรกิจน้ีในสดัส่วนเท่าใด 

❑   นอ้ยกวา่ 50%   ❑  50% ถึง 99%   ❑  100% 

4 คณะผูบ้ริหาร หรือบุคคลท่ีสามารถตดัสินใจในเร่ืองท่ีสาํคญัต่อการดาํเนินงานธุรกิจของท่านมีจาํนวนทั้งส้ินก่ีคน ………….. คน 

5  จากบุคคลทั้งหมดในขอ้ท่ี 4 มาจากบุคคลท่ีเป็นสมาชิกในครอบครัวเจา้ของธุรกิจอยูจ่าํนวนก่ีคน .……….... คน 

6 โดยปกติท่านตดัสินใจคร้ังสาํคญัดา้นการบริหารธุรกิจของท่านกบัใคร (ตวัอยา่งเช่น โดยลาํพงั หรือกบัสมาชิกคนหน่ึงในครอบครัว หรือธนาคาร หรือบุคคลอ่ืน)  

  กบั ……………………………………………………………………………………. 

7 ปัจจุบนัธุรกิจของท่านดาํเนินงานโดยสมาชิกครอบครัวรุ่นท่ีเท่าใด 

  ❑  รุ่นแรก   ❑  รุ่นท่ีสอง   ❑  รุ่นท่ีสามหรือมากกวา่นั้น    

8 วตัถุประสงคห์ลกัในการดาํเนินธุรกิจของท่านคืออะไร (เลือกได้มากกว่าหน่ึงข้อ) 

  ❑  เสริมฐานะความร่ํารวยให้มากท่ีสุด    ❑  โอนกรรมสิทธ์ิความเป็นเจา้ของกิจการให้รุ่นต่อไป 

  ❑  เสริมสร้างช่ือเสียงและสถานะทางสงัคม    ❑  สืบสานธุรกิจครอบครัวให้อยูร่อดชัว่ลูกชัว่หลาน 

  ❑  เพ่ือให้สมาชิกในครอบครัวไดท้าํธุรกิจ    ❑  รักษากรรมสิทธ์ิธุรกิจแบบเป็นอิสระไม่พ่ึงพาใครต่อไปให้ได ้ 

  ❑  เป็นนายตวัเอง (เป็นอิสระ)     ❑  อ่ืนๆ  โปรดระบุ………………………………………..……. 
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9 กรุณาระบุว่าท่านมีความคิดเห็นเก่ียวกบัขอ้ความขา้งล่างน้ีอยา่งไร  

                                                                                                        ไม่เห็นดว้ย                                                                                           เห็นดว้ย 

                                                                                                                            อยา่งยิ่ง             ไม่เห็นดว้ย              เฉยๆ             เห็นดว้ย              อยา่งยิง่   

- ฉนัให้ความสาํคญักบัการรักษาอาํนาจการควบคุมของครอบครัวเอาไว ้ ❑  1           ❑  2 ❑  3       ❑  4                  ❑  5       

  มากกวา่การเติบโตหรือการขยายตวัของธุรกิจ       
   

ตอนที ่4: การตัดสินใจด้านการจัดหาเงินทุนและโครงสร้างเงนิทุน 
 

1 ใครเป็นผูต้ดัสินใจดา้นการจดัหาเงินทุนในธุรกิจของท่าน (เลือกได้มากกว่าหน่ึงข้อ) 

❑  เจา้ของ / เจา้ของ-ผูจ้ดัการ                  ❑  ผูจ้ดัการ   ❑  คณะกรรมการบริหาร  

 ❑  พนกังานอ่ืนๆ     ❑  อ่ืนๆ  โปรดระบุ………………………………………………. 

2 ธุรกิจของท่านมีการจดัหาเงินทุนจากแหล่งดงัต่อไปน้ีคิดเป็นสดัส่วนร้อยละเท่าใดในช่วงปีท่ีผา่นมา โดยท่านอาจประมาณการโดยอา้งอิงจากงบการเงิน (งบดุล) 

ของธุรกิจของท่านประกอบ (กรุณาตรวจสอบให้แน่ใจว่าแหล่งเงินทุนท้ังหมดบวกรวมกันได้ 100%) 

 

3 นบัตั้งแต่เร่ิมดาํเนินธุรกิจมา มีการจดัหาเงินทุนจากแหล่งเงินทุนดงัต่อไปน้ีบ่อยคร้ังเพียงใด เพ่ือให้ธุรกิจของท่านดาํเนินต่อไปได ้

                   ไม่เคยเลย          แทบจะไม่เคย         บางคร้ัง          ค่อนขา้งบ่อย           บ่อยคร้ัง 

สินเช่ือทางการคา้จากซพัพลายเออร์ (ผูข้ายวตัถุดิบ/ปัจจยัการผลิตใหแ้ก่ธุรกิจท่าน)       ❑  1          ❑  2      ❑  3          ❑  4                ❑  5 

เงนิกู้ระยะส้ันจาก …   

     - ครอบครัว (รวมทั้งญาติท่ีไม่ไดอ้าศยัในครัวเรือนเดียวกนั)      ❑  1          ❑  2      ❑  3          ❑  4    ❑  5 

     - เพื่อน                      ❑  1          ❑  2      ❑  3          ❑  4     ❑  5 

     - ธนาคารหรือสถาบนัทางการเงิน (อาทิ การเบิกเงินเกินบญัชี (overdraft))              ❑  1          ❑  2      ❑  3          ❑   4    ❑  5 

     - พนกังาน หรือ ลูกจา้งของบริษทั        ❑  1          ❑  2    ❑  3          ❑  4     ❑  5 

     - หุน้ส่วนบริษทันอกครอบครัว        ❑  1          ❑  2     ❑  3          ❑  4     ❑  5 

เงินอุดหนุนระยะสั้นจากรัฐบาล        ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

บตัรเครดิต           ❑  1          ❑  2     ❑  3          ❑  4     ❑  5 
 

เงนิกู้ระยะยาวจาก …   

     - ครอบครัว (รวมทั้งญาติท่ีไม่ไดอ้าศยัในครัวเรือนเดียวกนั)      ❑  1          ❑  2      ❑  3          ❑  4    ❑  5 

     - เพื่อน                      ❑  1          ❑  2      ❑  3          ❑  4     ❑  5 

     - ธนาคารหรือสถาบนัทางการเงิน (อาทิ เงินกูท่ี้มีระยะเวลาจ่ายคืน (term loans))        ❑  1          ❑  2      ❑  3          ❑   4    ❑  5 

     - พนกังาน หรือ ลูกจา้งของบริษทั                     ❑  1          ❑  2    ❑  3          ❑  4     ❑  5 

     - หุน้ส่วนบริษทันอกครอบครัว        ❑  1          ❑  2     ❑  3          ❑  4     ❑  5 

เงินอุดหนุนระยะยาวจากรัฐบาล        ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

การเช่าซ้ือระยะยาว (long-term leasing)    ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

การจดัหาเงินทุนนอกงบดุล (off balance sheet financing)                  ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 (อาทิ การใชร้ถยนตข์องครอบครัวเพื่อวตัถุประสงคท์างธุรกิจ การใชอุ้ปกรณ์ อาคารสาํนกังาน สถานท่ี และพนกังานร่วมกบัธุรกิจอ่ืนๆ หรือการใชโ้กดงัเกบ็สินคา้ของญาติ ฯลฯ) 
 

ทุน หรือ ส่วนของเจา้ของจาก:     

เงินออมส่วนตวั                      ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

กาํไรสะสม                       ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

หุ้นทีซ้ื่อมาจาก … 

     - ครอบครัว (รวมทั้งญาติท่ีไม่ไดอ้าศยัในครัวเรือนเดียวกนั)      ❑  1          ❑  2      ❑  3          ❑  4    ❑  5       

     - เพื่อน                      ❑  1          ❑  2      ❑  3          ❑  4     ❑  5      

     - พนกังาน หรือ ลูกจา้งของบริษทั     ❑  1          ❑  2    ❑  3          ❑  4     ❑  5  

     - นกัลงทุนทัว่ไป                      ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

     - หุน้ส่วนบริษทันอกครอบครัว                     ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

หน้ีสินระยะสั้น (หน้ีสินท่ีจาํเป็นตอ้งชาํระคืนภายในหน่ึงปี)  % ของสินทรัพยท์ั้งส้ิน 

หน้ีสินระยะยาว (หน้ีสินท่ีจาํเป็นตอ้งชาํระคืนภายในระยะเวลามากกวา่หน่ึงปี)  % ของสินทรัพยท์ั้งส้ิน 

ทุน หรือ ส่วนของเจา้ของ (อาทิ ทุนจากกาํไรสะสม เงินออมส่วนตวั หุ้นจากภายนอก)  % ของสินทรัพยท์ั้งส้ิน 

ต้องรวมแล้วเท่ากบั         100 %  
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4 กรุณาระบุว่าประเด็นดงัต่อไปน้ีมีความสาํคญัต่อการตดัสินใจจดัหาเงินทุนในธุรกิจของท่านเพียงใด  

                                                                                                                            ไม่สาํคญัเลย                                                                                      สาํคญัมาก 

- ภาษีเงินไดนิ้ติบุคคล                               ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

- ค่าใชจ่้าย หรือผลตอบแทนท่ีตอ้งจ่ายให้แก่เจา้ของเงินทุน (ดอกเบ้ีย/เงินปันผล)    ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

- ความเป็นอิสระทางการเงิน (อาทิ การไม่มีพนัธะผกูพนัใด ๆ)                        ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

- อาํนาจในการควบคุมบริษทั/ธุรกิจ            ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

- ตน้ทุนของความเส่ียงทางการเงิน (costs of financial distress)     ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

- การเล่ียงการปรับลดรายไดต่้อหุ้นจากการออกหุ้นเพ่ิม (dilution)           ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 
 

5 การจดัหาเงินทุนให้เพียงพอหรือเหมาะสมกบัธุรกิจของท่านมีความยากลาํบากเพียงใด  

                                                                                                                          ไม่ลาํบากเลย                                                                                ลาํบากเป็นอยา่งยิ่ง 

            ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 
  

ตอนที่ 5: ความสัมพนัธ์ส่วนตัว 

วธีิตอบ: ในการตอบคาํถามในตอนท่ี 5 น้ีซ่ึงมีอยูท่ ั้งส้ินจาํนวน 4 ขอ้ กรุณาอา้งถึงบุคคลท่ีสาํคญัท่ีสุด (เรียกเป็น “บุคคล ก.”) ผูซ่ึ้งเป็นเจา้ของเงินทุน หรือผูซ่ึ้งใหค้วาม

ช่วยเหลือและสนบัสนุนทางดา้นเงินทุนแก่ธุรกิจของท่าน  

1 ท่านกบับุคคล ก. มีความสมัพนัธ์ใกลชิ้ดกนัในลกัษณะใด (เลือกข้อท่ีเหมาะสมท่ีสุดเพียงข้อเดียว) 

 ❑  บุคคลในครอบครัว   ❑  เพ่ือน    ❑  คนรู้จกั    

 ❑  อ่ืนๆ  โปรดระบ…ุ…………………………………………………………………….. 

2 ท่านติดต่อกบับุคคล ก. บ่อยเพียงใด (ทั้งพบตวัและไม่พบตวักนั) 

 ❑  ทุกคร่ึงปีหรือนอ้ยกว่านั้น  ❑  ทุกสามเดือน   ❑  ทุกเดือน 

 ❑  ทุกสปัดาห์     ❑  2-4 วนัต่อสปัดาห์       ❑  5 วนัต่อสปัดาห์หรือมากกว่านั้น 

3 ท่านรู้จกับุคคล ก. มานานเพียงใด 

 ❑  นอ้ยกวา่ 1 ปี    ❑  1-2 ปี         ❑  3-5 ปี 

 ❑  6-10 ปี    ❑  11-20 ปี        ❑  มากกวา่ 20 ปี 

4 กรุณาระบุความเห็นของท่านท่ีมีต่อขอ้ความดงัต่อไปน้ีเก่ียวกบับุคคล ก.  

                           ไม่เห็นดว้ย                                                                                             เห็นดว้ย 

                                                                                                                            อยา่งยิ่ง           ไม่เห็นดว้ย                 เฉยๆ                เห็นดว้ย             อยา่งยิง่   

ท่านและบุคคล ก. …                     

 - เช่ือใจกนัและกนั                      ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 - เป็นหน้ีบุญคุณกนัและกนั                     ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 - มีผลประโยชนร่์วมกนั        ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 - มีความผกูพนักนัอยา่งแน่นแฟ้น    ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 - มีความสนิทสนมกนัในระดบัสูง                    ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 -โดยรวมแลว้มีความซ่ือสตัยแ์ละจริงใจต่อกนั         ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 - ช่วยกนัแกไ้ขปัญหาธุรกิจ           ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 - ประสานงานกนัเป็นอยา่งดีในการทาํกิจกรรม/มีปฏิสมัพนัธ์กนั     ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 
 

ตอนที ่6: เครือข่ายสังคม (Social networks) 
 

1 ในช่วงระยะเวลา 3 ปีท่ีผา่นมา ท่านไดใ้ชค้วามสมัพนัธ์ส่วนตวั เครือข่าย และคนรู้จกัติดต่อ เพ่ือให้ไดม้าซ่ึงเงินทุน กบับุคคลในองคก์รดงัต่อไปน้ีในระดบัใด 

                                                                                                               นอ้ยมาก                  นอ้ย                ปานกลาง                มาก               มากอยา่งยิ่ง 

 - ธุรกิจของลูกคา้/ผูซ้ื้อสินคา้       ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 - ธุรกิจของซพัพลายเออร์ (ผูข้ายวตัถุดิบ/ปัจจยัการผลิตให้แก่ธุรกิจท่าน)      ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 - ธนาคาร/องคก์รให้สินเช่ือ          ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 - หน่วยงานรัฐบาล/ ท่ีจดัตั้งข้ึนตามกฎหมาย อาทิ สาํนกังานส่งเสริม SMEs  ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 - นกัลงทุนอ่ืนๆ         ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 - 3 - 



                                                                         
2 ท่านมกัจะพดูคุยหรือติดต่อกบัใครหากตอ้งการคาํปรึกษาเก่ียวกบัธุรกิจของท่านในดา้นดงัต่อไปน้ี (เลอืกได้ทุกช่องที่ตรงกบัท่าน) 
 

 ผู้ให้คาํปรึกษาแนะนํา 

ประเด็นหวัเร่ือง 

สมาชิกใน

ครอบครัว 

/ ญาติ 

เพื่อน

ฝงู 

 

เจา้ของธุรกิจท่ีเป็น

พนัธมิตรกนั 

สมาคมทาง

วิชาชีพหรือ

สมาคมการคา้ 

พนกังาน

ธนาคาร 

พนกังานบญัชี/ 

ทนายความ/ 

วิศวกร 

องคก์ร

สนบัสนุน

ภาครัฐบาล 

เจา้หนา้ท่ีทอ้งถ่ิน อาทิ ครู 

เจา้พนกังานรัฐอ่ืนๆ 

2.1 ประเด็นปัญหาธุรกิจ

ทัว่ไป 
❑ ❑ ❑ ❑ ❑ ❑ ❑ ❑ 

 

2.2 ความช่วยเหลือทาง

การเงิน  
❑ ❑ ❑ ❑ ❑ ❑ ❑ ❑ 

 

3 กรุณาประเมินจาํนวนชัว่โมงโดยประมาณท่ีท่านใช ้ (ไม่รวมเวลาในการเดินทาง) ในการพดูคุยแลกเปล่ียนความคิดเห็นต่างๆทางธุรกิจของท่าน กบับุคคลอ่ืนในแต่

ละสปัดาห์ (โดยเฉล่ีย) ………… ชัว่โมง  

4 กรุณาระบุจาํนวนการมีปฏิสมัพนัธ์ของท่านกบับุคคลดงัต่อไปน้ีเป็นระดบัจาก 0 ถึง 5 (โดย 0 = ไม่มีปฏิสมัพนัธ์กนัเลย, 1 = มีนอ้ยมาก, 2 = มีนอ้ย, 3 = มีปานกลาง, 

4 = มีมาก และ 5 = มีมากเป็นอยา่งยิ่ง) ในประเด็นต่อไปน้ี 

 
ร่วมกนัแกไ้ข

ปัญหา 

ทาํธุรกรรมทาง

ธุรกิจกนัซํ้าๆ 

ร่วมมือกนัทาํ

กิจกรรม (ทั้ง

ทางธุรกิจหรือ

อ่ืนๆ)  

แบ่งปันข้อมูลกนัเกีย่วกบั … 

ประเด็นทัว่ไป

ทางดา้นการเงิน 

สภาพการณ์

ทางเศรษฐกิจ

ในแง่ลบ 

โอกาสทาง

เศรษฐกิจ 

ในแง่บวก 

ตวัอยา่ง: บุคคล ข 4 1 0 5 1 3 

- ครอบครัว       

- เพื่อนฝงู       

- พนกังาน หรือลูกจา้งของบริษทั       

- ผูซ้ื้อ/ ลูกคา้/ ซพัพลายเออร์       

- ตวัแทนจากหน่วยงานรัฐบาล/ท่ีตั้งข้ึนตามกฎหมาย       

- ตวัแทนจากธนาคาร/ องคก์รใหสิ้นเช่ือ       
 

5 กรุณาระบุความเห็นของท่านเก่ียวกบัขอ้ความดงัต่อไปน้ี 

                                              ไม่เห็นดว้ย                                                                                             เห็นดว้ย 

                                                                                                                           อยา่งยิ่ง             ไม่เห็นดว้ย               เฉยๆ                เห็นดว้ย             อยา่งยิง่ 

 - ความไวว้างใจเป็นองคป์ระกอบหลกัของความสมัพนัธ์ส่วนตวั     ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 - ความไวว้างใจเป็นองคป์ระกอบหลกัของความสมัพนัธ์ทางธุรกิจ ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 - ความไวว้างใจส่งผลให้เกิดความภกัดีต่อกนั     ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 - ความไวว้างใจส่งผลให้เกิดการอุทิศตนต่อกนั/พนัธะสญัญาต่อกนั ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 - ความสมัพนัธ์ส่วนตวักบับุคคลอ่ืนมีความสาํคญัต่อการดาํเนินธุรกิจ ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 - การใหแ้ละรับซ่ึงกนัและกนั รวมถึงการช่วยเหลือกนัเป็นส่ิงสาํคญั ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 - การรักษาหนา้ตาในสังคมเป็นส่ิงท่ีควรคาํนึงถึง    ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

 - ผูค้นลว้นฉวยโอกาส     ❑  1          ❑  2      ❑  3          ❑  4       ❑  5 

6 สมาคมวิชาชีพและสหภาพดา้นอาชีพหรือสมาคมแบบไม่เป็นทางการท่ีท่านเขา้ร่วมและช่วยใหท้่านไดรั้บประโยชน์มีท่ีใดบา้ง (อาทิ หอการคา้ (Chamber of 

commerce) สโมสรโรตารี (rotary club) สโมสรหมู่บา้น (village club) หรือสมาคมทางวิชาชีพ/ทางการคา้ ฯลฯ) (หากไม่มีกรุณาเวน้ว่างไวไ้ด)้ 

 1……………………………………………..     2………………………………………………     3…………………………………….…………. 

¤¤ ขอขอบพระคุณท่านเป็นอย่างสูงที่กรุณาตอบแบบสอบถามนี ้¤¤ 

หากท่านมีความคิดเห็นหรือขอ้เสนอแนะประการใดเก่ียวกบังานวิจยัน้ี กรุณากรอกลงในช่องน้ี …………………………………………………………………………… 

………………………………………………………………………………………………………………………………………………………….……………..………

………………………………………………………………………………………………………………………………………………………………………………..

……………………………………………………………………………………………………………………………………………………………………………….. 

และหากท่านประสงคจ์ะรับรายงานสรุปผลการวิจยัคร้ังน้ี กรุณากรอกช่ือและอีเมลลงในช่องวา่งดา้นล่างน้ี รายงานจะถูกจดัส่งไปยงัท่านเม่ืองานวิจยัน้ีเสร็จส้ินสมบูรณ์ 

ช่ือ: ……………………………………………………….    อีเมล: …………………………………………………………… 
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Appendix E - English Reminder Letter 

 
March 04, 2011 

Dear owner/owner-manager 

Subject: Reminding of returning the questionnaire 

 

Referring to initial letter on February 03, 2011, asking your favor of filling the questionnaire relating to 

the capital structure of SMEs in Thailand. Based on my record, your questionnaire has not been 

returned so far. Then, I would like to notify you to return the questionnaire. 

 

This research is focused on the relationships between SME firms and their capital providers. It is 

intended to investigate the effect of personal relationships and networks on the decisions made about 

the firm’s capital structure. The financing decision is, as you know, crucial given the necessity of 

funding to stay afloat especially SMEs sector which is the major engine of country’s economic. 

 

Regardless of any form of your business’ financing decisions, the returning questionnaire is very 

important to the accuracy and reliability of this research. Furthermore, the research results are 

expected to be beneficial for governmental agencies in helping to develop the financing support tools 

and enhance opportunities in accessing to capital for SMEs. This will ultimately lead Thai SMEs to be 

strong, able to compete and have sustainable growth in the future. 

 

Therefore, your response is a crucial need for completing this research. In the meantime I am 

enclosing a new questionnaire and a postage-paid reply envelop with this letter. The questionnaire 

contains four pages which will take approximately 15-20 minutes to complete. Again, I reaffirm that 

your answers will be treated in the strictest confidence and has been collected solely for the purpose of 

academic research. Please fill out the form and return the completed questionnaire at your earlier 

convenience or by 20 March 2011 at the latest. 

 

Eventually, I am so sorry if you have already returned the questionnaire before receiving this letter. 

Please do not hesitate to contact me via this telephone number 086-9815622 or the email below. 

Thank you for participating in this research project. 

 

Sincerely Yours, 
 
 
 
Suranai Chuairuang 

Lecturer, Prince of Songkla University, Trang Campus - Email: suranai.c@psu.ac.th 

Doctoral candidate, Umeå University, Sweden - Email: suranai.chuairuang@usbe.umu.se  

 

mailto:suranai.c@psu.ac.th
mailto:suranai.chuairuang@usbe.umu.se


 



            

Appendix F - Thai Reminder Letter 

                4 มีนาคม 2554 
  

เรียน: ท่านเจ้าของธุรกจิ/ผู้จดัการ 

เร่ือง: แจ้งเร่ืองยงัไม่ได้รับแบบสอบถามคนื 
 

ตามท่ีผูว้จิยัไดส่้งแบบสอบถามลงวนัท่ี 3 กมุภาพนัธ์ 2554 ขอความอนุเคราะห์จากท่านในการกรอกแบบสอบถามสาํหรับ

โครงการวจิยัในหวัเร่ืองโครงสร้างเงินทุนของวสิาหกิจขนาดกลางและขนาดยอ่ม (SMEs) ในประเทศไทย นั้น ตามแบบ

บนัทึกการติดตามของผูว้จิยัพบวา่ ยงัไม่ไดรั้บแบบสอบถามคืนจากท่าน จึงขอแจง้มายงัท่านเพ่ือขอความอนุเคราะห์กรอก

แบบสอบถามและส่งคืนกลบัมายงัผูว้จิยั 
 

งานวจิยัน้ีมุ่งเนน้ไปท่ีประเด็นของความสมัพนัธ์ระหวา่งธุรกิจ SMEs กบัเจา้ของเงินทุน โดยมีวตัถุประสงคเ์พ่ือศึกษาถึง

ผลกระทบของความสมัพนัธ์ส่วนตวั และเครือข่ายทางสงัคมต่อการตดัสินใจเก่ียวกบัโครงสร้างเงินทุนของธุรกิจ ซ่ึงเป็นท่ี

ทราบกนัดีวา่การตดัสินใจจดัหาเงินทุนนั้นมีความสาํคญัอยา่งยิง่ตอ่ความอยูร่อดของธุรกิจในปัจจุบนั โดยเฉพาะธุรกิจ SMEs 

ซ่ึงเป็นกลุ่มธุรกิจท่ีเป็นพ้ืนฐานสาํคญัในการขบัเคล่ือนเศรษฐกิจของประเทศ 
 

ไม่วา่การตดัสินใจจดัหาเงินทุนของธุรกิจท่านจะเป็นไปในรูปแบบใดก็ตาม แบบสอบถามท่ีไดรั้บคืนจากท่านมีความสาํคญั

อยา่งมากต่อความถูกตอ้งและความน่าเช่ือถือของผลการวจิยัน้ี ซ่ึงผลของการวจิยัดา้นการจดัหาเงินทุนน้ีจะเป็นประโยชน์

อยา่งยิง่ต่อหน่วยงานภาครัฐในการช่วยพฒันาเคร่ืองมือสนบัสนุนทางการเงิน รวมถึงการสร้างโอกาสในการเขา้ถึงแหล่ง

เงินทุนใหแ้ก่ธุรกิจ SMEs ซ่ึงจะส่งผลใหธุ้รกิจ SMEs ของไทยเกิดความเขม้แขง็ มีศกัยภาพในการแข่งขนั และสามารถ

เติบโตไดอ้ยา่งย ัง่ยนืต่อไป 
 

ฉะนั้นคาํตอบของท่านจึงมีความจาํเป็นอยา่งยิง่สาํหรับงานวจิยัน้ี ทั้งน้ีผูว้จิยัไดแ้นบแบบสอบถามชุดใหม่และซองจดหมายท่ี

ติดสแตมป์ไวแ้ลว้มาพร้อมกบัจดหมายฉบบัน้ี แบบสอบถามน้ีมีจาํนวน 4 หนา้ซ่ึงใชเ้วลาตอบไม่เกิน 15-20 นาที ขอความ

กรุณาท่านกรอกคาํตอบใหค้รบทุกส่วนของแบบสอบถาม เพ่ือความถูกตอ้งและน่าเช่ือถือของผลการวจิยั ผูว้จิยัขอยนืยนัอีก

คร้ังหน่ึงวา่ขอ้มูล และคาํตอบทั้งหมดของท่านจะถูกรักษาไวเ้ป็นความลบัอยา่งสูงสุด โดยจะถูกนาํไปใชเ้พียงเพ่ือ

วตัถุประสงคใ์นการวจิยัทางวชิาการเท่านั้น จึงใคร่ขอความอนุเคราะห์จากท่านสละเวลาอนัมีค่าของท่านเพ่ือกรอก

แบบสอบถามและส่งกลบัคืนมายงัผูว้จิยั เม่ือท่านทาํเสร็จส้ินแลว้ โดยขอความกรุณาใหท่้านส่งกลบัมาอยา่งเร็วท่ีสุด หรือ

ภายในวนัท่ี 20 มีนาคม 2554 
 

ทา้ยท่ีสุดน้ี ผูว้จิยัตอ้งกราบขออภยัท่านมาดว้ย หากท่านไดส่้งแบบสอบถามกลบัคืนมาแลว้ก่อนไดรั้บจดหมายฉบบัน้ี และ

หากท่านมีขอ้สงสยัประการใดหรือตอ้งการสอบถามขอ้มูลเพ่ิมเติม ท่านสามารถติดต่อผูว้จิยัไดท่ี้เบอร์โทรศพัท ์ 086-

9815622 หรืออีเมลขา้งล่างน้ี ขอขอบพระคุณท่านเป็นอยา่งสูงมา ณ โอกาสน้ี 
 

ขอแสดงความนบัถือ 
 

 

นายสุรนยั ช่วยเรือง 

อาจารยป์ระจาํมหาวทิยาลยัสงขลานครินทร์ วทิยาเขตตรัง - อีเมล: suranai.c@psu.ac.th 

นกัศึกษาปริญญาเอกมหาวทิยาลยั Umeå ประเทศสวเีดน - อีเมล: suranai.chuairuang@usbe.umu.se 

mailto:suranai.c@psu.ac.th
mailto:suranai.chuairuang@usbe.umu.se
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