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Minor Thesis Title A Feasibility Study of Agar Wood Commercial Investment

in Phattalung Province

Author Mr. Somchai Nunuan
Major Program Agribusiness Management
Academic Year 2010

Abstract

The research aims to study 1) the general features of entrepreneurs, who commercially plant
Agar wood 2) the plantations and plantation management in the commercial scale and Agar wood
sales 3) the analysis of the financial return of commercial Agar wood plantations and 4) problems
and threats on commercial Agar wood plantations of the entrepreneurs in Phattalung Province. The
primary data was collected through the interview of 20 entrepreneurs, who commercially plant Agar
wood, and 2 entrepreneurs, who operate the extracted oil factories. The data was analyzed by the
descriptive statistics and the analysis technique of the financial feasibility via 3 criteria, i.e. Net
Present Value (NPV), benefit - cost ratio (B/C), internal rate of return (IRR), and the sensitivity
analysis.

The results reveal that 95% of the entrepreneurs are male with families. They are 50 years
old in average, and 35% of them were bachelor degree graduated or higher. The majority, 80%, plant
Agar wood as their supplementary career. The entrepreneurs earn the average income for 17,750 baht
a month. The entrepreneurs, 65%, are in debt condition, and 75% of them contribute their own
capitals on Agar wood planting investment. The entrepreneurs made their decision on Agar wood
investment according to their friends' recommendations. All entrepreneurs own the land with the
average ownership is 15.5 rais. The planting area for Agar wood is 6.05 rais in average, and 75% of
the planting area is upland. Half of the entrepreneurs had done rice farming before turning to Agar
wood investment. In addition, fruits are planted as intercrops in Agar wood plantations. “Aquilaria
Subintegra” is the famous species. The entrepreneurs have experienced in Agar wood planting for 3.8
years in average. The majority, 80%, are informed of Agar wood information through their friends'
recommendation.

The quantity of 400 plants fit the area of 1 rai. The survival rate, which can be sold, is 250

plants per rai. The expense comprises of the following details. The land costs 200,000 baht per rai.
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The initial cost is 12,400 baht per rai. The maintenance costs in the 2" and 3" year are 8,000 and
5,000 baht respectively. It costs 4,800 baht each in the 4" 7" year. The stimulant expense is 500 baht
a tree. The returns from Agar wood plantations generate 2 types of income. The selling income from
plain wood in the 7" year is 800 baht a tree, and the selling income from wood with stimulant in the
10" year is 5,000 baht a tree.

The financial analysis reveals that in case of the land is investment-free and all the plain
wood is sold, the project investment is possible. NPV is 81,768 baht. B/C is 3.34, and IRR is 41.54%.
In case of selling wood with stimulant, NPV is 471,126 baht. B/C is 5.36, and IRR 1is 48.71%. In case
of half selling plain wood and wood with stimulant, NPV is 276,447 baht. B/C is 4.87, and IRR is
46.45%. In case of the land is invested, the plain wood selling is not worth for the investment since
NPV is -118,232 baht. B/C is 0.71, and IRR is -13.42%. However, the wood with stimulant before
selling, the investment is worth since NPV is 271,126. B/C is 1.54, and IRR is 21.12%. In case of
half selling, NPV is 76,447 baht. B/C is 1.16, and IRR is 13.45%.

The sensitivity analysis reveals that in case of the land is investment-free, the selling amount
of 700 baht a tree for plain wood and 4,000 baht a tree for wood with stimulant results in the project
possibility in terms of the financial aspect. In case of the land is invested, the sales of all plain wood
does not result in the financial possibility. Exceptionally, the land cost reduces to be 100,000 baht
each rai, the financial analysis turns to be possible. In case of selling wood with stimulant or half
selling, the financial analysis also turns to be possible.

Problems and threats on Agar wood plantations are production and financial problems. The
entrepreneurs are inexperienced in Agar wood planting. The shortage of funds exists due to long time

harvest and natural disasters.
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