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Economic Analysis of Government Policy : A Case of Financial Feasibility
Study of Investment in Para Rubber Plantation for Raising Farm Income
and Farmers Security in Northern Region of Thailand
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Abstract

_ Para Rubber is an important economic crops that provides a substantial amount of foreign
earning. At present, Thai Government has launched a para rubber promotion project in order to raise
farm income and farmers security in 17 provinces in Northern Region covering the area of 300,000 rai
148,000 hectares]. The objectives of this study were to investigate the general characteristics and
'socio-economics of para rubber farmers and to analyze the financial refurm from the investment in para
mubber plantation as well as the the optimum replanting pericd in 9 provinces of the Northern Region
namely; Kamphang petch, Chiangrai, Chiangmai, Nan, Phayao, Phitsanulok, Phrae, Uttaradit, and

Uthai Thani provinces.

The result of the study showed that faimers in Phayao and Uthai Thani provinces Started
planting para rubber since 1988 and later on obtained higher return than other crops. Para rabber, then
expanded to other areas since it provided rather stable farm income, reduced labor migration and
: shifting cultivation and therefore, resulting in better fertility of cultivated land. Nonetheless, farmers
- were still facing some problems such as lack of technical knowledge, capital investment, operating

fund, land ownership, market information as well as the control of forest fire.

The first year of investment in 156 rai of para mibber plantation was 46,116 baht, this included
cogl of planting, fertiliger and seediing. Cost and return analysis revealed that rubber yield in diffetent
age groups of 8-10 years, 11-14 years, 15-20 years and 21 years and over were 275.82, 321.71, 208.97 and
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155.60 kilograms per rai respectively. With the selling price of 39.98 baht per rai, Net profit from para
rubber in different, age groups were 7,933.26 , 10,386.17 , 6178.62 and 4,127.89 baht per rai respectively.

Financial analysis of investment in 15 rai of para nubber plantation for the period of 2b years
showed the net present value [NPV] of 560,230.83 baht , the benefit-cost ratio [BCR} of 2.09 ai 7.0%
discount tate and the internal rate of return ff 16.76 which was financially feasible. The sensitivity
analysis by allowing 10% increase in product on cost as well as 10% teduction in income or both , the
project was still financially feasible. The optimum replanting period was 21 years and the break-even
price of rubber price was 15.90 baht per kilogram. Therefore it can be concluded that the government
should promote the investment in para rubber plantation in Northern Region of Thailand in order to
increase farm income and farmers security by providing necessary technical knowledge, farm credit

and marketing facilities.
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132 769 1042 1345

155,60
30.98
6,220.89
1,723
1415

39.98

12,863.17
1824
1,622

15N 2 T AT ANARELILYIWINEM

@17 3 AT ST AR AN

NEV (11} IRR {%)

560,230.83 16,76

M8 4 MeTsienugauimlunTdishe)

F1EMT NPV (11) B/C IRR%

209
1.90
1.88

fawmTRaua 550,730.83
509,028.10
453,005.02

401,802.29

Sunuiam 10%
Tl anas 10%
Shomafsfin 10%
tasmelanng 10%

Al B/C wihiiu 11590 wwsAlantu

ﬂu1.i'a'u1m_§m
{Standardized Income)

43,763.48
44,279 56
4462264
4765407
47,100.96
46,560.55
46,106.20
45,702.12
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