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ABSTRACT

This research is aimed to study the feasibility of a investment project in making
bags from cotton fabric remnants. There is potential for value creation. If the producers
can produce the bags at low production cost by using the abundant cotton fabric
remnants obtained from the main production process and using the available skilled and
experienced workers. Then, the bags can be turned out in high quality, in attractive and
innovative designs which are likely to generate income as well as local labor
employment .

The objective of this study is to analysis the cost and benefit of a business in
making bags from cotton fabric remnants in San Kamphaeng District, Chiang Mai
Province and to conduct a sensitivity analysis when its costs and benefits are varied.
The project is assumed to be 5 years from 2004 to 2008. The discount rate is given at
10 percent. The result of this study indicated that, This project worth investing. Net

Present Value of the project is 1,550,535 baht.. The project has an internal rate of return



of 22.02 percent, and the benefit and cost ratio is 1.28. The payback period is 1 year 3
months.

A sensitivity analysis for this study was conducted using 3 hypothetical
situations. The results of sensitivity analysis were as follows : In the first scenario,
using the standard interest rate of 10 percent when the benefit was supposed to
be constant, the cost could be increased by 27 percent, then the Net Present
Value of the project will be 62,838 baht. The project has an internal rate of return
of 16.01 percent, and the benefit and cost ratio is 1.01.

In the second scenario, using the standard interest rate of 10 percent
when the cost was supposed to be constant, the benefit could be decreased by
21 percent, then the Net Present Value of the project will be 67,8254 baht. The
project has an internal rate of return of 18.34 percent, and the benefit and cost
ratio is 1.01.

In the last scenario, the cost was supposed to be increased and the
benefit was supposed to be decreased, using the standard interest rate of 10
percent, the cost could be increased by 14 percent, and the benefit could be
decreased by 10 percent. The Net Present Value of the project will be 73,084
baht, the project has an internal rate of return of 17.88, and the benefit and cost

ratio is 1.01.



