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Abstract

This study was on the operational analysis of small and medium enterprises (SMEs)
in handicraft sector in Chiang Mai Province, specified on textile and woodcraft. The objective of
the study were to study the operation of those SMEs in 4 business functions; management,
marketing, operation and finance and to identify key success factors of the businesses. The
population of the study is SMEs in handicraft sector that registered to the Department of Business
Development, Chiang Mai Province. The data was collected from samples of 60 entrepreneurs
through 60 questionnaires and 14 cases of in-depth interview.

The results showed that most of the entrepreneurs ran their enterprises as sole
proprietorship with less than 10 employees, had business logo but did not have business website.
On average, those enterprises had been operating for more than 10 years and mostly exported to
the United States of America. Most of the entrepreneurs did not obtain neither support nor
assistance from government or private organizations and had not received awards or standard
certifications.

For management, most of the entrepreneurs had short term (1 year or less) plans on
the use of raw materials, equipment, machinery schedules and monitoring methods. The goals of
businesses were to expand sales and to retain customers. Most of businesses did not have official
organization structure. The authorization was centralized at the executive staffs or the owner.
Departments having clear job descriptions were production, and finance and accounting. No job

description was officially documented. Staff recruitment was through job advertisement or by



current staff recommendation together with recommendations from local leaders. Main
recruitment criterion was experience. Factor determined employee salary was expertise. The
compensation was mostly paid by piece. The other benefits were social security and free lunch.
Knowledge, competency and other working skills were gained through training from experienced
staffs and motivations were mostly showed in the form of cash rewards. Inter-personal
communication was mainly between task assignments and verbal report to supervisor. Most
entrepreneurs focused on supervision especially in production. Staff assessment was based on
performance and responsibility. The result of work evaluations was brought into consideration of
next task assignments, promotions and bonuses

Most entrepreneurs had their own shops. Their customers were tourists, including
repeated and new customers. Most entrepreneurs conducted their own marketing activities.
Pricing was based on type of products. Marketing promotion were advertisement in the forms of
display signs and sales promotion focusing on discounts on sales prices. Attempt to create
customer satisfaction were through product development to meet customer comments.

Concerning production, most entrepreneurs used their residential areas as production
sites. Most of raw materials were local made from 4 to 6 main suppliers and supplier selection
was focused on quality and price. Raw materials were transported by the entrepreneurs.
Disqualified materials would be returned to suppliers with replacement or redemptions.
Inspection of raw materials was conducted each time before using. The over-supply situation was
handled by outlet sales. Production expansion was not planned for.

Concerning finance, most entrepreneurs had financial plan. All financial activities
were recorded in written documents upon order of occurrences. Most entrepreneurs personally
controlled their finance/accounting. Investment capital was mostly from the owner. Very few
cases chose to apply for loan and in the case, criteria for considerations would be loan amount,
payment period, and interest rate. All of entrepreneurs prepared simple income statement by
themselves. Accounting records were examined prior to income tax submission. Regarding to
liquidity, all entrepreneurs reserved a sufficiency amount of cash to run the business for a period
of time. Raw material expenses were paid in cash.

External business environment affected textile and woodcraft enterprises at moderate

level with mean of 2.70. Factor that strongly affected the enterprises was domestic political



situation. Most of the entrepreneurs tried to handle the unpredictable changes by cutting off
unnecessary expenses.

The overall picture of textile and woodcraft businesses was at high level of success in
management (with mean of 3.71) and production (with equal means of 3.62). Finance was ranked
at moderate level of success (with mean of 3.46) and marketing was ranked at moderate level of
success (with means of 3.33). The key success factors were identified as outstanding design and

good quality.



