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ABSTRACT

This study aims to analyze the profit efficiency and the factors influencing border export
decision of rice millers in northern region of Thailand. Specifically, the objectives are (1) to
perform the analysis of profit efficiency of rice millers in northern region, (2) to identify factors
contributing to profit inefficiency of those rice millers in northern region using stochastic frontier
function as a proxy for profit function estimates, and (3) to understand factors determining
transboundary export of the rice millers under study. Information was compiled by interviewing
58 rice millers in 17 northern provinces of Thailand in the year 2010.

The estimation of profit function using stochastic frontier function as the instrument
indicated that the profit function in this case did contain a stochastic frontier because the t-ratio of
Sigma(O) Lamde (M) coefficients appeared acceptable at 0.001 statistically significant level. The
analysis of factors affecting the profit efficiency of the rice millers in northern region suggested
that the increase in the buying prices of non-glutinous paddy by 1% would reduce the rice millers’
profit by 1.0661% , the increase in the selling prices of milled rice by 1% would increase the rice

millers. profit by 2.2776%, the increase in the selling prices of broken milled rice by 1% would



increase the profit by 0.5491%, and the increase in wage rate by 1% would lead to an increase in
the rice millers’ profit by 0.1399% due to the economy of scale.

The investigation on profit efficiency revealed that most rice millers in northern region
had high level of profit efficiency at 0.8248%. Meanwhile, the primary factor contributing to
profit inefficiency was identified to be education of the rice mill managers, the higher the
education the greater the inefficiency. This was due to the facts that despite the high educational
attainment of the rice mill operators and the adoption of modern management and administration
practices, the increase in operational costs like wage rate coupled with the stagnant rice export
prices in the light of rising domestic paddy prices had posed the risk of business loss for the rice
millers and hence their greater profit inefficiency.

The study on factors influencing export decision of rice millers was distinguished into
three forms of export namely general international trade, border trade, and export of rice in
packages containing no more than 12 kilograms net weight. Specifically, in the case of border
trade, most rice mill business operators considered the milling capacity of their plants and the
access to the demand of buyers in foreign market to be the important deciding factors for

conducting border trade



