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Abstract

Over the last several years, Thailand has found itself facing two major
environmental crises at once. These being the rapid depletion of the national forest
cover and the over use of synthetic pesticides. Both of these not only impact on the
environment, but also effect the national economy as well. Therefore, it is extremely
important that Thailand find a way to increase its forest cover and decrease the
amount of synthetic pesticides it uses. The Thai Neem tree, Azadirachta siamensis,
poses one part of the solution. Chemicals found in the neem tree’s seeds can be used |
to produce an insecticide that is nontoxic to humans, livestock, and insects that feed
o1 other insects. Neem timber can also be used to produce a wide range of products.
However, the lack of knowledge regarding the potential economic benefits that can be
gained from establishing small scale neem plantations could possibly hinder the
development of markets for neem-based products. Moreover, at present two types of
small scale neem farming exist in Thailand. The first, Sadao Thai tree farming,

focuses on the uses of the tree’s seed for insecticide production and the use of its
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wood for timber. The second, Sadao Tawai tree farming, focuses on the harvest and
sale of only the trees’ flowers. The lack of knowledge regarding the potential
economic benefits of each of these two types of neem tree farming could potentially
hinder the development of neem tree plantations. Hence, the objectives of this study
were as follows. Firstly, to study and compare the potential financial benefits from
investing in two types of small scale neem tree farming in Thailand, namely Sadao
Thai and Sadao Tawai tree farming. Secondly, to compare the economic benefits
between small scale Sadao Thai and Sadao Tawai tree farming in Thailand.

This study analyzed the investment worthiness of each type of neem tree
farming by calculating each projects Net Present Value (NPV), Benefit / Cost (B/C)
ratio, and Internal Rate of Return (IRR). The study analyzed a total of 3,528 different
Sadao Thai investment scenarios and 336 different Sadao Tawai scenarios. The
Sadao Thai investment analysis considered 9 different seed and wood price
combinations, investment projects including the purchase of land and the inclusion of
5 different opportunity costs, the inclusion of a government afforestation subsidy, and
4 different investment lengths. The Sadao Tawai analysis also considered investment
projects including the purchase of land and the inclusion of 5 different opportunity
costs, and 4 different investment lengths, but only considered 6 different flower and
wood price combinations. External sensitivity analyses of each type of neem tree
farming were also conducted.

The results of the study found that both the Sadao Tawai and Sadao Thai
investment projects showed strong financial potential. However, the Sadao Tawai
investments were found to have the largest overall Net Present Value (NPV) between
the two, and thereby showed greater financial potential than the Sadao Thai
inivestments. Yet, a review of all of the potential product industries that could be
developed from neem seeds and timber suggests that the Sadao Thai investments have

greater economic potential than the Sadao Tawai investments.
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