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ABSTRACT

The objectivesof this research were to understand the nature of productionand the
difference in management practice of commercial vermicompost manufacturersand to determine
the financial worthiness of the business. Data used in this study was collected from interviewing
12 commercial vermicompost producers in Chiang Mai province. The financial worthiness of the
investment project was evaluated using cash flow analysis, payback period (PB), net present
value (NPV), benefit-cost ratio (BCR), internal rate of return (IRR) and return on investment
(ROI). The study also assessed the financial risk of the investment projects by sensitivity analysis
and switching value test method. The above analysis adopted 10 years of project life and 6.75%
of discounting rate. The study was undertaken for the commercial manufacturing of
vermicompost in three comparative production sizes: small (10-100 m’ production area), medium
(101-300 m production area), and large (above 300 m’ production area).

On the nature of vermicompost production, the study found that this type of venture was
generally undertaken by professional farmers with bachelor’s degree education, 47 years old on
the average, and producing vermicompost as secondary occupation. These farmers appeared to be
sole investors as well as owner-operator of the vermicompost commercial manufacturing

business. In all cases, the composting process took place in roofed area. In all production sizes,



one family labor would be responsible for vermicompost production while in the medium and
large sized operation, one and five external labors were employed, respectively

Differences were found to exist among the three production scales in the management
practice. 1) The small and medium sized production was done on the farmers household
compound but the large sized producers utilized the (Maejo) university area. 2) The medium and
large sizes performed decomposition process under the standard farm building for vermicompost
making (square-cement walled tub with concrete floor, under plastic-slan roofed shed house
supported by steel pipes as stanchions, and with underground concrete tank for collecting
compost tea); meanwhile the vermicompost making of small scale operators relied on local
building materials (cement bins for vermiculture and composting, placed under shed house built
with steel or wooden stanchions and tiled or galvanized iron or thatched roof, with 5 litre plastic
tank connected to each bin for collecting compost tea). 3) Organic wastes from markets were used
ad feed for the earthworm in small and medium sized vermicompost production while the large-
scale production obtained organic wastes from the Royal Project. 4) Harvesting technique of the
medium and large-scale operation involved feeding organic wastes at particular spots in
alternation along the length of vermiculture tub while the small-scale production involved no
feeding for organic wastes. 5) Vermicompost operators of all sizes produced two types of product
namely the vermicompost powder and vemicompost tea; but the large-sized producers had
another product, vermicompost tablet.

The cash flow analysis of the small, medium and large sized vemicompost manufacturers
revealed their initial investment to be 165,812.20 baht, 652,918.20 baht, and 2,248,447.00 baht,
respectively for the construction of vermiculture and composting ground, building structure and
the purchase of earthworm, machine, equipment, and vehicles. The net cash flow figures of the
vermicompost producers of all sizes appeared to be positive after the first year of operation
onwards, suggesting a high liquidity status of commercial vermicompost production business.

The financial worthiness of the investment in three different sizes: small, medium, large
of commercial vermicompost production can be assessed by the respective NPV of 1,071,615.17
baht, 5,468,528.74 baht, and 17,798,231.29 baht; IRR of 81.17%, 98.53%, and 93.32%; BCR of
3.80, 4.71 and 4.44; ROI of 999.51%, 1,280.77%, and 1,213.63%; and PB of 1.42 (1 year 5

months), 1.17 (1 year 2 months), and 1.23 (1 year 2 months). The results of sensitivity analysis
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indicated the vermicompost manufacturing business performance of all production sizes would be
affected only slightly by the changes in project scenarios. For the small, medium, and large-scale
production, total investment cost can rise as high as by 280.32%, 370.87%, and 344.26%, while
revenue can drop as low as by 73.71%, 78.67%, and 77.49%, respectively. From these figures, it
can be concluded that the medium-sized commercial vermicompost production is the most
worthwhile for investment and faces the lowest financial risk. It is also suggested that the
commercial vemicompost manufacturers put the attempts to control the future revenue or selling
prices of the products not to go lower than the present levels to make the investment in their

business worthwhile.



