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Abstract

This study has three main objectives. Firstly, to study the industrial structure, the barrier
to news entry and the product differentiation . Secondly; to study the market conduct and
pricing. Thirdly, to study the market performance of the industry both in term of productive and
price efficiencies. The data for this study are obtained by interview through field survey of 27
factories in Chiang Mat and Lumphun provinces which divided into 3 groups namely, large ,
medium and small scale.

The research results showed that the market structure of the Vegetable and Fruit
Processing and Frozen Industries in Chiang Mai land Lumphun are monopolistic market which
having various and similar products. Most of firms are small and medium scale. Moreover a few
large firms are likely to have monopoly power. The calculation results of Gini Coefficient which
equal to 0.64 are consistent with Concentration Ratio and Size Ratio. It was found that the first
four largest firms captured over 50 percent of the market share of the industry. Meanwhile the
first eight largest firms captured 75 percent of market share . Moreover, the sixteen largest
firms also captured over 90 percent of market share. The comparison results between the Size
Ratio and Concentration Ratio also showed that whenever such industry has higher
Concentration Ratio then the Size Ratio increase as well . Therefore, its market structure is
approach to monopolistic competition market and that means there is an existing of a barrier

to new entry due to the absolute adventage of the existing firms which own the factor of



production. Moreover, the production process also needs an improvement for higher level of
technology and higher financial liquidity.

The research result of market conduct showed that there are 2 approaches of price
determination. Firstly, the price of exported commaodity are determined by producers and middle
men. Secondly , the prices of domestic commodity are determined only by the producers.
Factors which used to determime the prices for both commaodities are product quality, consumer
’s demand , competitive product prices and production costs. The additional factors for the
exported products are exported prices in previous year, risk of foreign exchange rate and
commission fee. The study of production behavior found that all firms emphasized to produce
goods for high quality markets. Furthermore, there is an existing competitive condition between
small and medium firms in term of non - price competition.

The market performance considering production efficiency was analyzed by using load
factor and scake factor. The research result shows that the capacity of industry have been
increased due to the level investment both in term of an expansion with and without changing
plant size . The firms which efficient utilization of machinery and equipments are likely to have
scale economies. Therefore, such firms can be ranged from medium to high production
efficiency.

Ravallion Mode! was applied to analyze the price efficiency of canned and dried longan
products. The research result showed that both products have high efficient price transmission
from factory gate prices to F.0O.B prices. However, the market connection between factory gate
price and export price of both products are low. Both products have competitive price condition
both at factory gate and export prices. Therefore, price determination is depends on demand
and supply of the market rather than the producer.

The study results suggests that the development policy for Vegetable and Fruit
Processing and Frozen Industries which has monopolistic market structure are as follow : the
government may intervene and try to adjust the market structure approach to perfect
competitive environment . For example , try to reduce = an existing monopoly power of the
market as well as to solve production and marketion problems. The problem of raw material

shortage should directly be responded by Agricultural Extension and Agricuitural Cooperate



Promote Departments: These two Departments should concentrate on R&D to improve seed
quanlity which providing suitable inputs for such industry. Moreover, they also try to conduct a
research on how to keep raw material more efficient during transportation in order to reduce the
unmarketable grade of such materials. The finance problems should be solved through Bank of
Agricultural and Agricultural Corporative { BAAC ). The BAAC should adjust the rule of finance
provision to cover the Food Processing and Frozen Industries. in addition , the other organization
such as The Industrial Finance Corporation of Thailand { IFCT )“and The Small Industry Finance
Corporation { SIFO ) should support and help producers to receive adequate fund in order to

perform more effective role in such industry and also can improve and expand their business.



