


Small Scale Mushroom Production

• For a small-scale agribusiness venture in Karnataka, Oyster
Mushroom cultivation serves as the ideal model.

• It utilizes readily available local agricultural waste (paddy straw),
handles the state's ambient temperature profile well (20–30°C), and
requires minimal initial capital compared to climate-controlled Button
mushroom systems.

• Let us see an economic blueprint for a small-scale startup unit based
on 500 grow bags housed in a 200 to 300 sq. ft. room/shed (a
standard residential room or small farm outbuilding scale).



❑Capital Investment (One-Time Fixed Cost)

• If you already have a masonry room or thatched farm shed available,
your fixed infrastructure cost drops dramatically.

Asset Description Specifications / Quantity Estimated Cost (₹)

Shed / Room Renovation
Minor modifications for ventilation, 
nylon netting for pest control

10,000

Bamboo / GI Pipe Racks
Vertical tier framing to optimize 
space

6,000

Sterilization Drum
200-liter capacity drum for 
substrate steaming

2,000

Equipments & Tools
Weighing scale, Sprayer pump, 
Thermometer & Hygrometer

2,500

Miscellaneous Outlays
PVC pipes, wiring, rope hangers, and 
cleaning tools

1,500

Total Fixed Capital Outlay ₹22,000



❑Operational Cost Per Crop Cycle (~45 Days)

• One complete crop cycle—from straw sterilization and spawning to
the final flush harvest—spans roughly 40 to 45 days.

• This scale accommodates 6 cycles per year, avoiding the peak dry
summer weeks if temperature regulation is basic.



Input Component Requirement for 500 Bags Unit Rate (₹) Total Cost per Cycle (₹)

Substrate (Paddy Straw) ~600 kg dry straw ₹3 / kg 1,800

Mushroom Spawn ~35 kg (70g per bag) ₹90 / kg  3,150

Polypropylene Bags
500 pieces (12×18 inch, 
150 gauge)

₹1.50 / piece 750

Sterilization Chemicals
Formalin & Carbendazim / 
Hydrated Lime

Lumpsum 400

Utilities
Electricity (humidifier/fan 
usage) & Water supply

Lumpsum 600

Contingency / Transport Local transport of inputs Lumpsum 800

Total Variable Cost (Per 
Cycle)

₹7,500



❑Yield, Returns, and Profitability Analysis

• Expected Yield: A well-managed 1 kg dry-straw bag yields
approximately 700 to 800 grams of fresh oyster mushrooms across 2
to 3 flushes.

• For 500 bags, conservative cumulative production is 375 kg of fresh
mushrooms.

• Market Pricing (Karnataka): Wholesale rates range between ₹100
and ₹120 per kg. Direct supply to retail stores, hotels, or restaurants
in urban/semi-urban centers (like Bengaluru, Mysuru, or Hubballi)
comfortably fetches ₹140 to ₹160 per kg.



Financial Metric Calculation Framework Value (₹)

Gross Revenue (Per Cycle) 375 kg × ₹130 / kg (Average Price) 48,750

Less: Variable Cost Material and utility expenses 7,500

Net Operational Surplus Surplus before fixed depreciation 41,250

Annualized Operational Cost ₹7,500 × 6 cycles 45,000

Annual Gross Revenue ₹48,750 × 6 cycles 2,92,500

Annual Net Profit
Revenue minus operational costs & 
fixed asset depreciation

~₹2,40,000



Costs & Returns for Button Mushroom
• The minimum viable production unit will require a land site of 1.5

acres.

• Inclusive of contingencies, the project cost works out to Rs.107 lakhs
as below.

Source: https://nhb.gov.in/report_files/button_mushroom/button%20mushroom.htm



❑The major components of the model are:

✓Cost of acquiring land and its development (Rs.5.15 lakhs):  The land would have 
to be acquired in areas well connected to urban markets.  On an average the cost 
of land might be put at Rs.3 lakhs per acre.

✓Cost of levelling the site (including fencing etc.) would be Rs.0.15 lakhs and cost 
of putting up guard rooms would be Rs.50 thousand.

✓Building (Rs. 44.96 lakhs): The estimated cost of this component works out to 
around Rs.45 lakhs, major item being growing room at the cost of Rs.25.92 lakhs.

✓Plant & Machinery (Rs. 47.00 lakhs): The cost of equipping the production unit 
works out to Rs. 30 lakhs, that of compost and casing unit to Rs.7 lakhs and that 
of installing canning facilities, spawn Lab and other equipments to Rs.10 lakhs.

✓Miscellaneous Fixed Assets (Rs. 0.75 lakhs):  This is the estimated cost of 
building up a communication system and furnishing.

✓Pre-operative Expenses (Rs. 4.25 lakhs):  These include professional charges, 
administrative expenses and other start up expenses.



❑There would be three sources of financing the project as below:

❑Returns from the Project:

✓The yield from the Unit is estimated at 200 tonnes per annum.

✓Valued at Rs.24,000 per tonne, the annual gross return would come to Rs. 
48 lakhs.

✓After accounting for all costs including depreciation, interest, taxes and 
retained profit etc., there are net cash accruals every year from year 1 to 
year 10.  These, however, decline slightly over the 10 year period from 
Rs.20.70 lakhs in the first year to Rs.16.10 lakhs in the final year.   

✓The Benefit to Cost Ratio works out to 1.3 and IRR to 26.4%



Marketing channels for mushrooms

• Now after production of mushrooms, final step is to sell the produce 
in the market. Normally are two feasible ways, given below:

✓Buy back agreement

✓Self-marketing

























Marketing Strategy for Mushroom farmers

• Marketing and sales are critical aspects of running a successful mushroom 
farm. Here are some tips for marketing and selling mushrooms:
✓Understanding the target market: Understanding the needs and 

preferences of the target market is essential for creating a successful 
marketing strategy.
✓Creating a brand for the farm: Creating a brand for the farm can help 

differentiate the farm from competitors and increase visibility.
✓Pricing and packaging the mushrooms: The pricing and packaging of 

mushrooms can impact their perceived value and appeal to customers.
✓Marketing strategies for selling mushrooms: Some effective marketing 

strategies for selling mushrooms include attending farmers markets, 
partnering with local restaurants, and creating an online presence through 
social media and a website.



Marketing v/s Selling





❑Types of Positioning Strategies:

❖Product attributes and benefits

❖Product price 

❖Product quality 

❖Product use and application 

❖Competitors 

















Elements of Brand
❑Logo

❑Name

❑Tagline

❑Graphics

❑Shape

❑Colour

❑Sound

❑Taste

❑Movement
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