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Abstract

This study was on the operational analysis of small and medium enterprises (SMEs) in
food and beverage sector in Chiang Mai Province. The objective of this study is to study the
operation of those SMEs in 4 business functions; management, marketing, operation and finance as
well as business environment and key success fectors. The population in the study is SMEs in food
and beverage sector that registered to the Department of Business Development, Chiang Mai
Province. The data were from 10 cases of in-depth interview and 80 questionnaires. The result
showed that most of the entrepreneurs were running their enterprises as sole proprietorship without
branches. They did not have their own website. On average, they had been operating for more than
6 years. The number of the staff ranged from 1 to 10 persons. Most of the entrepreneurs did not
obtain neither supporting nor assistance from any organization and they did not have any award or
standard certificate.

Concerning management, most of the entrepreneurs had planned ahead and paid most
attention to production plan, finance/accounting and management and less attention to marketing.
Planning on each aspect was for short term (1 year or less) and they stuck mostly to their plan.
Most of businesses did not have official organization structure. The owners controlled every
activities of their enterprises. Working sections were divided clearly, for example; kitchen section,
service section, and etc. No job description was officially documented. The authorization was
centralized at the executive staff or the owner. Staff recruitment was through job advertisement

posted in front of their restaurants or by current staff recommendation. Recruitment criteria were



personality and experience. Factors determined employee salary were labor law and the applicant’s
experience. The compensation was mostly paid monthly. The other benefits were free food and
social security. Knowledge, competency and other working skills were gained through being trained
by experienced staffs. Motivating was done by good caring at the restaurants. Communication was
to assign task and to verbally report back to supervisor. Most of the entrepreneurs personally
controlled their finance/accounting and operation. Criteria for staff performance appraisal was
diligence. Most of the organization leaders had democratic characteristic.

Concerning marketing, most restaurants were Thai restaurants. Most customers lived in
Chiang Mai Province. There was no consumer survey about favorite menu and there was no plan to
add or create new dishes and new beverages. Most entrepreneurs used the mark-up price method.
Most restaurants had only in-stored services. These entrepreneurs paid less attention to marketing
promotion. Marketing promotion were advertisement and sales promotion (discounts, free sample,
trial item and reward point system).

Concerning operation, available seats in their restaurants were about from 50 to 100
and the number of the customers was around 51 to 100 a day. The entrepreneurs had 4 to 6 main
suppliers and focused on quality of goods, raw materials and price. Raw materials were transported
by the entrepreneurs. Unqualified materials would be returned to seller and asked for replacement.
Inspection of raw materials was conducted every time before cooking. Restaurants had sufficient
kitchen utensils and other facilities and had daily or weekly inspection.

Concerning finance, total value of the assets owned by the entrepreneurs (including
land) accounted for less than 500,000 Baht. Approximate total sale last year (2008) was more than
1,500,000 Baht; approximate profit before tax last year (2008) was 300,001 to 600,000 Baht.
Most of restaurants did not have financial plan. Capital was mostly from the owner. When applying
for loan, the entrepreneurs considered loan amount, payment period, and interest rate. For financial
statement, all of entrepreneurs prepared simple statement of cashflow which was prepared by the
owner. Accounting records were examined prior to income tax submission. Regarding to liquidity,
all of the entrepreneurs reserved cash of 5,000 to 10,000 Baht per day. Raw material expenses were
paid in cash. Raw materials and other ingredients for food and beverage costed more than 5,000

Baht per order.



External business environment affected food and beverage enterprises at moderate
level with mean of 2.91. Sub-factors that strongly affected the enterprises were local economic
crisis, the overall national economic situation and political situation. Most of the entrepreneurs tried
to cut off unnecessary expenses. The number of the competitors in the same market tended to
increase. There were 10 new direct competitors last year.

The overall picture of food and beverage business was at high level of success in
operation (with mean of 3.86) and management and marketing (with equal means of 3.61). Finance
was ranked at moderate level of success (with mean of 3.49). Ten key success factors were
sufficient amount of raw materials, good quality of raw materials, immediate payment collection,
low bad debt, skilled chef, several suppliers for raw materials, food and beverage preparation as
planned, food and beverage preparation as requested, replacibility of inadequate raw materials, and

finally, hygiene, freshness and good taste.



