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THE A FEASIBILITY STUDY OF MECHANICAL PARTS PROJECT
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Abstract

The purposes of this study were to appraise the market,
financial, technical, and management feasibilities, including the risks
of the mechanical parts project, in order to support the management
decision making. A jig for the automobile tire mold is an important
mechanical part, and highly demanded by the automobile industry.
The five forces model, financial projection, net present value (NPV),
internal rate of return (IRR), payback period, sensitivity analysis,
production processes, resources, machines, factory location and

layout, overall management were utilized to appraise the project. The

appraisal revealed that the start-up budget requires Baht 43.05
Million, which consisting of factory and equipment cost of Baht 35.78
Million, and start-up working capital of Baht 7.27 Million. This start-up
capital comprises of the raw material and overhead costs of Baht 1.04
Million per month with monthly direct labor cost of Baht 0.42 Million.
The monthly revenue forecast is Baht 3 Million, and the annual
projection growth rate is at 5 percent. Monthly operating cost,
considered to be quite low, equals to 48 percent of revenue. From the
analysis, the project NPV equals to Baht 25.8 Million, IRR is 25
percent, and the payback period is within 5 years. From the sensitivity
analysis found that price and interest increases have very low impact
on the project. This project is very attractive due to the high returns
and short payback period.

Keywords : Feasibility Study.
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