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ABSTRACT

The independent study titled of cost benefit analysis of Sai — Nampueng Orange
Orchard in Fang District of Chiang Mai Province had two main objectives. The first
objective was to study the various factors that influence decision to invest in planting a
Sai — Nampueng orange. The second objective was to analyze the costs and benefits
attributed to a 30 Rai Sai —~ Nampueng orange plantation in Amphur Fang in Chiang Mai
Province. Primary data used in this study was obtained by interviewing both farmers and
individuals involved with orange orchard plantation in Amphur Fang. The average farm
size selected for analysis in this study was 30 Rai. Inregards to an investment analysis,
this study tried to look for the orange production growth curve in order to designate the
optimum planting rotation length. The investment feasibility was investigated by
separating the analysis into two main scenarios. The first scenarios is an investment
that included loans from financial institutions and the second one is an investment
scenarios that excluded loans. Investment sensitivity was studied by first holding all
costs constant and then decreasing the investment returns by 5, 10, 15, and 20 percent
respectively. A second sensitivity analysis was conducted by holding investment returns
constant and then increasing all costs by 5, 10, 15, and 20 percent respectively. In

regards to analyzing the factors that influence the farmer's decision to invest in Saji —



Nampueng orange orchard, it was found that about 194 farmers either had or had not
planted Sai — Nampueng orange orchard were sampled and then using for the Probit
Model analysis.

The study results revealed that there were five factors that influenced the
farmers' decision to invest in Sai — Nampueng orange orchard. These five factors are
age of farmer, having received agricultural training, the ratio of income frorh planting fruit
trees as compared to the total amount of assets, the relative price of the Sai —
Nampueng variety of orange as compared to the price of other types of fruit tree that
being raised locally, and the ratio of farmer's capital as compared to the loan amount.
All faétors have positive effect on fafmer’s decision to invest in Sai — Nampueng orange
orchard. |

An analysis of the production growth curve showed that the optimal investment
length is 15 yéars. Due to the reason that, after 15 years, the oosté associated with
maintaining cost are greater than the benefits. Therefore, the time period of 15 years
was used for investment analysis. The analysis of each basic scenario also used a
discounted rate at 12 percent. The study results showed that the payback period was
about 6 years. When considering the basic scenario before financing, the study results
showed that at 12 percent of discounted rate, the Net Present Value (NPV) was
6,630,078.57 Baht, the B/C Ratio was 1.52, and the Internal Rate of Return (IRR) equals
to 30.27 percent. When considering the basic scenario after financing, it found that at
12 percent of discounted rate, the NPV was 5,680,360.35 Baht, the B/C Ratio was 1.41,
and the IRR equals to 27.12 percent. It can be seen from these two basic scenarios
that each case is still feasible. The sensitivity analysis, in which both costs and benefits
were no longer held constant, also showed that under such various scenarios are all
feasible.

The problems related to plantation problem of the Sai — Nampueng orange
orchard are as follows: the high production costs arising from the increasing prices of
inputs such as fertilizer and pesticides; the problem of illegal immigrant labor forces ; the
tendency of orange prices decling over time due to an increasing of the cultivated area

and the environmental problems caused by orange growers. If these problems can be



resolved, the income of Sai - Nampueng orange growers will be stable and become to
be the important career option for local farmers. Moreover, it will also make the Sai -

Nampueng orange is the important cash crop for Amphur Fang in Chiang Mai Province.



