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ABSTRACT

The Independent study titled “The Feasibiiity Study on The Investment of an
Artificial Ornament Factory in Chiang Mai Province” was conducted to study the feasibility study

on the investment of an artificial ornament factory in Chiang Mai Province.

The feasibility was studied in 4 aspects which were marketing feasibility,
technical feasibility, managerial feasibility and financial feasibility. Primary data was collected
from the interview with Artificial Omament producers in Chiang Mai Province, Artificial
Ornament sellers in Chiang Mai Province, staffs of Northern Industry Promotion Center, Chiang
Mai Provincial Industry Promotion Center, and Office of Commercial Affairs, Chiang Mai and
secondary data was collected from books, journals, articles, research reports, education papers
and relevant statistics. The data collection period was August 2000 to March 2001. Data was
analyzed by the Industrial Finance Corporation of Thailand model under hypothesis of the

internal rate of return 15%. The conclusions of the study were as follows:

The results of the marketing analysis showed that owning to the economic
downturn in Thailand, there is no purchasing power in genuine ornament. As well as the artificial

ormament was produced at low cost and in various styles, these could lead the popularity of



artificial ornament to continue increasing. In Thailand, Moreover, there were superior skill labor,
lower manufacturing cost, creative new product design and high technology which could support
the artificial ornament manufacturer to produce fashionable and quality products in order to meet
market demand and be able to compete in overseas market. These could make the artificial
ornament industry has higher export capability, with the average export revenue over 2,000
million baht during the year 1997 to 2001. Therefor, the revenue trend of artificial ornament in
both export market and local market were expected to expand dramatically. Furthermore, the
artificial ornament manufacturing industry is in maturity stage at present referring to the study of
competition in this industry. However, artificial ornament manufacturers are able to successful in
this business if their products are beautifully designed, good quality and lower cost as compared
to their competitors. The projection of revenues for 5 years of this project were expected to be
103,204,000 baht. Target consumers of this project could be classified in to 3 groups; European
consumers, Japanese consumers and consumers in other markets. Proportion of total sales of
those 3 groups of consumers are 60%, 30% and 10% respectively. In this project, there are 3
types of products which are rings bracelets and earring. Each types of products will be designed
by experienced ornament designers who are able to create products meeting consumer’s demand.
Price was determined by cost of good sold marked up with required profit (Cost plus pricing
method). The distribution channels of artificial ornament were focused on overseas middlemen

for export market, as well as, local middlemen and customers visiting the factory for local market.

The results of the technical analysis showed that the factory will be locate in
Chompoo Sub-District, Saraphi District, Chiangmai Province. Its area was 2 rai. The location had
good transportation, perfect facilities and price of land was 5,000 baht per square wa. The factory
building provided 1,000 sq.m. of utility area. The production process was uncomplicated. The
main raw material was silver lodium and artificial gem which was provided by domestic
suppliers. The maximum manufacturing capacity was 90,000 pieces per years with the expected
manufacturing capacity of 50% in the first year, 60% and 70% of manufacturing capacity are
expected for the second and the third year respectively. In the forth and the fifth year, the

manufacturing capacity is expected to be the same rate of 80%.



According to the management analysis, the project was operated in company
limited which the structure of organization could be divided into 3 functional departments such as
production department marketing department and accounting and financing department. There
were 37 production staffs 10 marketing staffs and 3 accounting and financing staffs. All staffs
could be recruited within the region and should have skilled labors, particularly experts in

ornament design.

The results of the financial analysis showed that the Artificial Ornament Factory
required 16,500,000 baht investment cost which composed of equity 67% and debt 33%. The
avefage break-even point was 10,615,000 baht. The payback period was 3 years 6 months 26
days. The net present value at discount rate 15% was 2,151,000 baht while the internal rate of
return were 18.70%. Therefore, the hypothesis of the study was accepted the feasibility of

investment on artificial ornament factory in Chiang Mai Province.



