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Thesis Title An Analysis of Financial Ratios of Wooden

Furniture Industry In The Bangkok Metropolitan Area.

,Naﬁe - " Miss Panida Skuntaprasert
- Thesis Advisor , Mr. Suthep Chiantrakul
Co*Advisor o Associate Professor Sumalee JiQamitr
.Department' ’ ..' Bangking and  /Edinance
VAcademic fea; " 1982 |
ABTRACT '

.Wo§den furniture dndustry is an qld branch of industrial proauc-
tion'in Thailand. It does not only‘pro’Jce fPrniture for supplying
domestié needs, but- it still suppliéé for the needs of~wofld markets

‘toorf:At.présent, it is séréading.over the whole country, pafti¢ﬁlar;y
iﬁ the areas_of;Bangkok Metropolis where it has agglOgératéd-iﬁ variouSi
neighboﬁrhood, for "instance at Sapérn Dum,valong Sukhumviﬁ Road,
Petcﬁburi,Road and ét Bangpo, The-furnituée business kn thg areas of
Bangkok'Metrbpoiis may be devided intovseVen groups acgording to thé
chafaéte:istic éf tﬁe_busiﬁess,'broduction and éuality of godas, vig.'ia

|  -:.Groﬁp.of producers o% sfaﬁdard furhiture in high quantity.

.‘5' Grouﬁ of producers, of high.éuality_furniture.' | |

- Group-of‘ptoducers € good quality furniture.

~ .
R . - -

haNS

—”‘Crbﬁp;of sellers:of good quéliﬁy furnitufe,
: ; Group'ofbséllefs of medium ~;alit§-furhitu;e.
- _Grogp 6f produCers énd/or séllgrs of furniture bv ﬁnfhs ofr
.Payméht by inétéilment and |

- Group of small producers of furniture.:



Among the above-mentioned groups, the ‘one offering openning of

a good future seems to be the group with large,si;e business, using -

machinery- for the production of standard furniture in large quantity,

in particular for the purpos. of export.

' This thesis constitutes a study about the analysis of financial

fstatus of the wooden furniture indusgry in the Bangkok Metropolis areas,

emphasising the analysis of financial ratio,_liquidity, leverage, actlvity

and profitability.' In maklng the analy51s, the producers of wooden
lﬁurniture will be divided lnto two groups, Jine. the producers of wooden o
furniture exclusively, and the_producerS~who apart from producing wooden
furniturei still carrying on other businesses too. The analysis.will_deal
with the financial ratio.of each producer and the average ratio of each.
group of producers of wooden furnlture as well as the whole lndustry by
the Equal-welghted Average method Besides, it also analysls the trend

of the ratio of each producer in comparlson with the producers of wooden

<;furn1ture in each group and w1th the whole-industry ln the perlod of 1976—

> ’ ’ . . \

The results of analy51s show the fOllOWlng details:-

The ana1y51s of llquldlty she . that the 1ndustry of wooden

By furnlture in the Bangkok Metropolis areas has malntalned annrnnrlate

llquldlty, This is mainly because of Golden Teak (Thal) Co., Ltd.,i

producer of wooden furnlture exclu51vely has malntalned a high level

" of llquldlty in 1976, But 1f thls company, which hav1ng a very hlgh

current ratio durlng the first year of operatlons, is. not counted the

ﬂv'wooden furnlture 1ndustry w111 have a low liquidity because most producers

of wooden«furniture exclusively or producers who carry on.other businesses



have maintained their current assets at a lower level than their current
liabilities. The fact that most companies having maintained liquidity
at a low level results in a-problem that they may not be able to pay their

shortFterm liabilities in due t'1e in case of the demand for payment arises.

pThe anaiyeis-of the leyeraoe'ratiofshows tﬁat the wooden furnie
_ture industry has a high-level-leverage. The main'reasoh'is that‘most

: producers of wooden furniture exclusively have acqu;r.refJ Luelr tuna L.l
llabllltles, whlle all producers who carry on other bu51nesses apart from
.the productlon of woddensfurniture have prov1ded thelr fund from 11ab111~
ties similarly, and_mostly only’short-term, Most }1ab111t1es in this

industry are on a very short~term basis, resulting in a high level of

risk condition and low level ofvliquidity of the business.

{toﬁ the side of-actiyity:ratio,iphe ana;ysis shows that the wooden -
1'furuiturediuduetry'has efficiency at a ;ather gobd_basis. This 1is

because eome:producers‘ofrwooden furniture exclusiveiy have a low.ratio
'-of investmenr'in fiXed assets in comparison with their' total assets,k
thue_resulting in a_low value of‘investment in total aseecs'in coﬁparison
wirh sales Value." ¥ o » - y ‘\

The study of profltablllty of the 1ndustry indicates a low level
in,fhis,srde'of~COmpetence; Most companles 0perate at ajloss on account
.oflthe producers who produce wooden furniture exclusively having a high
coet of productiou,ﬁincluding sales and'administration costs,:wuiiebthe
fproducers who apart from p?gduclng wooden furnlture, have still carried
on- other bu51nessesaalthough hav1ng low expendltures of sales and

.

administratiVevcosts; but they have to meet w1th high productlon cost

v

"
i
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and out of these losses, there were several producers in this industry

-having reduced shareholders equity in the negative.

Oue_qf‘the analysis of the finencialyratio of_the>wooaen furniure
iﬁdustry in the Bangkok'Metropolis areas, .. can be seen that this indestry
has met several financial problems,.mainly beingAproblems relafeﬂvméfh
liquidity'and profitability and the producer who has experienced much

financial problem is Raja Co., Ltd., oOut ofsthe matﬁer of, facts, it turned

out that this company has.met with losses throughout the time, making it

1

,lacklng worklng capltal so much, so that it has no lquLdlty in carrylng

on -the operations, but the company's executiyes have solved the problems'

in'several fields in ordex'that the.company may be in a'positiOn to pfoceed

- with the operations subsequently, in particular with reference to financial

' prdblems, the company has solved them by means of capital increase, by

requestlng for co—oPeratlon from. e credltors and the orlglnal share-
holders for maklng lnvestment as—well as the sale of the rlghts release
of ‘the company's off;ce so that there_may l;e Increased cash as working

capital. With reference to the marketing problem, the company.h:i

‘bchanéed by emphasising the sale of standard goods‘of the company

-instead of selling the jdb'accordingvto the medel or "on order" jobs.

‘With reference to' the problems concerning the groduction; the method of

prdduction’has been chahgéd'from originally By producing.industrial model

.through "Knock»down“ productlon system, whereby there will ke plannlng of

productlon, purchase and stock s prov1510n at appropriate space of time,

resulting thereby in reducing costs and expenses, while regarding

edministrative problemsh'the objectivesfhaye been fixed at every level

- of the company and the stahdards'hgle been fixed for the purpose of

- L VN B [P,



u51ng same in the assessment of work results obtained from the'performance
of the jobs accordlng to the objectlves concered. At the same time, the
company's_executlves have planned for a period of 3 years, i.e. from

1980-1983 by fixing the planning of operations as specified in the company's

policy, bothein long—term and medium-term, marketlng plannlng "which

spec1fled marketlng objectives and the mer' .ting share of fhe company,
including the strategy for having access in_the markets of various parts.

Besides, a financial plan has been laid out by maklng sales. forecast,

.cash budget, as well as pro forma income statement and pro forma

balance sheet durlng thessaid perlod of time too.‘

Apart from the flnanc1al problem A aforsaid, the wooden

furnlture 1ndustry in Bangkok Metropolls areas Stlll meet with several

productlon problems, the most 1mportant of them are raw materlals which

constitute”the-ba51s, i.e. the t mber belng in lack and prlce increase,
whlch results ‘in hlgher cost of productlon.' Wlth reference to marketlng

problems, it is»nesscessary_to coxpete wmth.producers who are in larde

number. It -is the same‘matter with regard to the foreign markets. It

is necessary to. compete-with'exports'both locally and abroad regarding

the models, quallty, prlce and strategy of |the markets.’ THZ reccolltnia

tion for solv1ng the problem is :'The-government should be find out

~

ymeasures for.comtrolllngtlll;Clt,timber cutting, the destruction of

forests in a sucdessful manher, at the same time it is.necessary'to

promote the cultlvatlon of forest in order to replace natural forests y

~which have been cut down, to allow export of processed teakwood of good

quallty and of high prlces in order to peg down the prices of small

" surface tlmber used for produc1n' wooden furnlture locally.' Besides,



H

)

-the Forest Industry Organization should take into consideration the

means of reduc1ng the cost prlce by 1ncrea51ng the quantity of tlmber
1

for being sold in the market much more con51derably and tn rmprove the

method of selling in an appropriated manner. With regard to market,

thevfurniture.markets are still widely opened for this kind of industry,

because the majority of furniture markets will emphasize on middle-

class,publicdwhose:proportions are very high. Their requirements, being

'persons with suitable knowledge, rely by preference on furniture of

51mple type, compact, of multl—purpose and economy prices. On’ account

of the. people of thlS ¢lasg' havi g hlgh good taste but with 11m1ted means,

\

therefore, the productlon of "Knock—down furniture, ‘as well as giving

the chance to the buyerstx>buy same in small quantlty each tlme accordlng

. to ‘their buying power, would allow the sale of Such products largely.

Thls method w111 be convenient.'to both the buyers and the sellers,

because the former may estlmate their buying power, th~c Secilers may

' be able to produce the goods of the same type for sale for a long time.

The markets of this category of furnlture'are in the course of.replac1ng
old—fashloned furnlture gradually on the 1ncrease ‘and 1t is expected that

same Wlll expand qulckly both locally and abroad therefore, the producers

‘should change thelr llne of conduct by maklng investmenty for producing
'"Knock—down" furnlture, in order to expand the markets more widely. -

»Wlth reference to foreign markets, the producers should take into

con51deratlon the development of styles, standards quallty and prices

of products 1ncrea51ngly, ‘as well as to 1mprove marketlng in orxder to
\

' reach a level whlch w1ll become competltlve for export. W1th regard to

P ¥

flnanc1al problems, thls lndustry still has openning for enhanc1ng the



rate of return to a hif;,level-by'increasing.seles and ?educihg-the
.proouction coe;.and expenees. With reference.to the reduction_of 
production?cost, it has been el;eady-deaiﬁiin the eolving of probieme‘

of production, while regarding the reduoﬁion of the;sales and adminietra—
tion expenses, the producers should have.a control system ofjexpenses

in a compact manner ena efficientcy; With regafd to the iocrease of
sales, it may be made by.dncxeasing the selling price but it ‘would be
possible to do so at a lower pate than the  increase of productlon cost
‘on account of ierge number of competiﬁbrs in the markets. Therefore,

the producers shoula raise up the leyel of rate of‘retorn.higher by
increasing the quantity‘of the sale,.Whereby itAis necessary‘to inoreese'
>at a rate which is higher than. the rate of increaee of-production.cosg '
.and expenses, so as tc increase the rate of return, The inoiease'of the

sales volume has been already dealt. w1th in the . solvlng of marketlng

problems.

vy
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