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Abstract

Agricultural industry is one form of industry which has been given primary importance
in Thai economic development policy. It has been given the high priority in order to eliminate
problems arising from uncertain agricultural prices and productions, and in order to distribute
factories out closer to the source of agricultural production. These factories have been supported
by various government measures, especially factories that produce or process agricultural
products for export. Therefore, it was the purpose of this study to learn how these policies
affected the market structure and agricultural price system. The study was conducted by selecting
100 farmers who contracted to plant soy and green beans with Chiang Mai Frozen Foods Public
Limited which is the only factory that uses soy and green beans as a major component in frozen
food exports.

The crop planting decision making characteristics of these farmers prior to entering the
contract farming system were as follows: planted crops familiar to them, planted crops according
to what other villagers were planting, or used price information from prior planting season to
decide on what crop to produce. It was observed that tlus later group of farmers preferred to plant
soy beans the most with an average of 7 rai. being planted by each farmer. Tobacco was the
second most preferred crop averaging 4.59 rai per farmer, and corn was the third most preferred
crop averaging 3.09 rai per farmer. However, the top three producing crops were string beans
with an output of 5,666.67 kilograms/rai, tobacco with an output of 1,602.94 kilograms/rai, and
corn with an output of 1,048.39 kilograms/rai. The crops that produced the highest income were
string beans with a net income of 12,466.67 baht/rai, corn with 2 net income of 2,862.10 baht/rai,
and tobacco Wiﬂ: a net income of 1,891.47 baht/rai. The sale price of all of these crops was in

accordance with the market strategy of supply and demand, and thus was uncertain.



After the farmers entered into the sysiem of contract farming, it was found that the
farmer who planted soy beans used on average 3.95 rai of land, showed outputs of 1,204.23
kilograms/rai, and after subtracting out capital costs had a net income of 5,575.58 baht/rai. As for
the farmers who planted green beans used average 0.53 rai of land produced 1,505.58 kilograms
of green beans per rai , and obtained a net income of 4,275.84 baht/rai. Both of these crops were
sold at 2 guaranteed price. The differences in income were due to the system of harvesting and
grading, and the expenditures in regards to labor.

For matket structure and crop price system of the frozen food export industry, the
factory planned production by selling forward 6 to 12 months in order to learn the market
demand for their product, and by setting the sale price 15 to 25 percent above capital cost. Ninety
percent of the frozen food exports were exported to Japan with the remainder be exported to
Taiwan and Singapore. In the foreign market, 65 percent of all sales are done directly and 35
percent are conducted via a broker. The level of competition in these foreign markets is very high
because it is necessary that domestic quality and production amounts be conirolled by introducing
the system of contract farming. In this system of contract farming, farmers must contract 0
borrow money for planting and to sell their output to the factory at an insured price. The factory,
in turn, will initially cover the cost of seed, fertilizer, and insecticide. When the farmers have sold
their output to the factory, the factory will subtract the amount of the loan from the total amount
paid to the farmers with the remainder being the rfarmer’s. income. Every stage of the transaction
being undertaken between the farmer and the factory passes through a system of contractors and
sub-contractors.

Afier the farmers entered into the system of contract farming, they thought the expenses
under the contract systemt were higher than under the old system, and it was necessary {0 use
higher technology and research to help in crop cultivation. They also thought that the factory’s
guaranteed price insured against the risk of losing money, except in the case of natural disaster.
Moreover, they felt that there was no problem finding a buyer for their output. In regards to
solving the problem of low agriculture prices, the factory is able to solve the problem better than
the government. In addition, the system of contract farming has increased the farmer’s well

being and income.




