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Title Financial Feasibility Study on Spirulina Production for
Commercial Purpose : A Case Study of Production Using

Ground Water in Amphoe Thamaka , Changwat Kanchanaburi
Research Assistant Professor Thanida Chitnomrat

Year 1993

Abstract

The objective of this research is to study a financial feasibility
of a project which investors plan to invest in the future. The result of the
study will be an indicator for them to decide whether or not to invest in the
project. By using the business project as an example, it is assumed that
investors know how to study a financial feasibility. In this case, the selected
business project is the spirulina cultivation project using ground water for
commercial purpose. The plant is at Amphoe Thamaka in Karnchanaburi Province.
The finished product of spirulina has been used as animal feed, especially

aquatic animal like fish and shrimps.

The methodology of the research started from studying of books,
documents, and some articles relating to the subject being_studied. Gathering
of information on the spirulina project was done through interviews, observation
and sending of questionaires to some experts and users. These methods for doing
the feasibility study on some factors were composed of a marketing factor,
a technique of production , and an operation management factor prior to studying
of a financial factor. After that » the data obtained were classified and analysed
in accordance with the principle of financial feasibility study by using LOTUS
123 computer program as an analytical tool. The outputs consisted of pro forma
financial statement , many aspects of evaluation of returns , and the project's

sensitivity graphs of some considered factors. Finally, all aspects of the
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==

outputs were summarized and interpreted. The final results were returns and risk
of the case - study project. The results are useful for investors to determine

whether they should invest in the project.

The result of the study can be summarized into two perspectives. In the
first.perspective, it is discovered that the project gives the profit from operation
in the type of diminishing rate. The payback period is rather long. The internal
rate of return(IRR) is 14.94% which is lower than an 18% return required by an
investor. The net present value(NPV) at this required return level is figured out
to be a negative value of 520,404.66 baht. It means that the project is not worth the
investment unless the investor reduces a required return to be equal to an expected
return. However , The investor did not want to reduce a required return but
still wished to invest in the project instead of rejecting it. So , The investor
made a review of the project and wanted to adjust it for use. The result of the
second evaluation after certain adjustments were made to it appears that the
profit from operation is still in the type of diminishing rate, but the internal
rate of return(IRR) is higher than a required return as it increases frum 14,947
to 18.29%. The payback period is also shorter than the first study. Therefore,
the project appears profitable in a short period of time ., The net present value
(NPV) at an 18% required return level is a positive wvalue of 31,187.59 baht. It
indicates that the adjusted project is a feasible one to invest. However , the
18.29% expected return is only slightly higher than the 18% required return .

The risk of the project is at a high level because it is highly sensitive to
some variable factors. Therefore , in considering both the risk and returns of
the adjusted project , the financial feasibility study of this project can be

ranked at only a medium level for investment.

With such an above result , the researcher is of an opinion that the

investor should find a way to reduce the cost of production and operation or to




develop a better technique for harvesting and to use marketing strategies to expand

market share of spirulina product. In these ways can the project be more interesting

to invest than the existing project at present. ¢
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Solution A5
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Faucher,; 0., B. Coupal, and A. Leduy, .1979. Utilization of

urea as a culture medium for Spirulina
25:752-759,
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