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ABSTRACT

The forest arca in Thailand is rapidly decreasing due to shifting cultivation and
timber poaching. At present, the forest érea represents only 20 percent of the total area of
the country. Destruction of the forest has caused both economic and environmental problems
and thus, reforestation is necessary. And the purpose of this stmdy is to find its financial
returns of reforestation program of the Forest Industry Organization (FIO) which has
actively engaged in reforestation program by using the method know as “forest village
system”. In practice, the cultivators are paid to plant the trees ina plot of land owned by
the Forest Industry Organization. The cultivators are permitted to grow crops on the space
between the trees for their own beneﬁts._

To bring the forest arca back to the healthy condition in a short period of time,
the trees to be grown must be the fast— growing type. Tectona Grandis is one of the fast—
growing trees that grows quite well in Thailand, and can be used for various purposes. But

in this study it emphasizes that the tree can be sold as timber and used as construction

material.



To find the optimum rotation as well as the return from reforestation, both costs
and benefits must be known, Costs of reforestation from planting up to cutting are
composed of fixed and variable costs. Benefits come from the sale of the timbers.

The results of this study showed positive net present value (NPV) of bahi/ rai
40,043.08, 24,861.04, 12,049.12, 3,553.76 using the discount rate of 8%, 10, 13% and 17%
respectively. Benefit — cost ratio (B/C ratio) using the same discount rate were 4.99, 3.79, 2.56
and 1.53 respectively and the internal rate of return (IRR) was at 20.54.

Sensilivity analysis of the project showed the following results.

(1) At interest rate 8 percent, costs are assumed to increase by 10 percent, while
benefits remain the same, B/C ratio is 4.54 ; NPV is 39,040.41 baht/ rai. Costs remain the
same, while benefits are assumed to decrease by 10 percent, B/C ratio is 4.49 ; NPV 18
35,036.10 baht/rai. Costs are assumed fo increase by 10 percent and benefits are decr ease
by 10 percent, B/C ratio is 4.09 ; NPV is 34,033.44 baht/ rai

(2) Atinterest ratc 10 percent, costs are assumed to increase by 10 percent, while
benefits remain the same, B/C ratio is 3.45 ; NPV is 23,970.82 baht/rai. Costs remam the
same, while benefits are assumed to decrease by 10 percent, B/C ratio is 3.41 ; NPV is
21,484.71 baht/rai. Costs are assumed to increase by 10 percent and benefits are decrease
by 10 percent, B/C ratio is 3.10 : NPV is 20,594.49 baht/ rai.

(3) At interest rat 13 percent, cosis are assumed to increase by 10 percent, while
benefits remain the same, B/C ratio is 2.33 ; NPV is 11,277.40 baht/rai. Costs remain the
same, while benefits are assumed to decrease by 10 percent, B/C ratio is 231 ; NPV is
10,072.49 baht/ rai. Costs are assumed to increase by 10 percent and benefits are decrease
by 10 percent, B/C ratio is 2.10 ; NPV is 9,300.76 baht/ rai.

(4) Atinterest rate 17 percent, costs arc assumed to increas¢ by 10 percent, while
benefits remain the same, B/C ratio is 1.39 ; NPV is 2,885.69 baht/rai. Costs remain the
same, while benefits are assumed to decrease by 10 percent, B/C ratio is 1.38 ; NPV is
2,530.32 baht/rai. Costs are assumed to increase by 10 percent and benefits are decrease
by 10 percent, B/C ratio is 1.25 ; NPV is 1,862.25 baht/ rai.

These results showed that at relatively high interest rate of 17 %, this program is still

worthwhile to invest.



