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ABSTRACT

This study aims to compare the effectiveness of price support and fertilizer subsidy
policies for the soybean productivity improvement in Thailand by comparing the net social
benefit. The macro data qf soybean production was used utilized the study. An appropriate
policy derived from this analysis will be used to study the effect of such measurement which
have on soybean production efficiency. The primary data involving soybean production in
1998/99 that gath-ered from 169 sample farmers was used to study production efficiency. These
sample farms. comprised of 94 farmers which operating under the appropriate policy and the rest

of 75 farmers are not included.

The study result indicated that the net social benefit obtained from both measures are
negative value. The fertilizer subsidy policy gains net social benefit about -14,957.76 billion
Bath. Meanwhile, the producer sdffulﬂs equal to 90.93 billion Bath and the burden of government
in term of the implementation cost of such policy equal to 15,048.70 billion Bath. The price
support policy gains net social benefit about -42.69 billion Bath. Meanwhile, the producer
_surplus equal to 128.29 billion Bath and the burden of government of such policy cost equal to .

170.99 billion Bath. Therefore, the price support is more appropriate than the fertilizer subsidy



for enhancing soybean domestic production due to the net social benefit of such policy was
greater than and the burden of government in term of implementation cost was less than the

fertilizer subsidy policy.

The study resulf of the soybean production efficiency of both groups found that the
farmers who are under the price support policy and those who are not under have no different in
eédnomic efficiency. This is in&ic'éted:by the research out comes that both groups have the same
ieivei of price efficiency of labor, fertilizer, chemical and seed input utilization. The study also
show that both groups of farmers do not produce on the potential profit level but they produce at
the point where the value of marginal product of labor input higher than the money wage. The
soybean farmers can use much more labor input to increase their profit. The utilization of other
variable inputs such as fertilizer, chemical and séed were used at the point where the value of

marginal product from such inputs less than their prices. Therefore, both groups of farmers are

recommended to reduce these kind of variable inputs in order to get higher profit.

The study results of costs and returns from soybean production were consistent with the
research results of soybean production efficiency. Both groups of farmers have no different of
costs and returns. The soybeans farmers who are under the price support policy have total cost
about 834.58 Bath per rai and obtained profit about 906.34 Bath per rai or 3.96 Bath per
kilograms. The soybean farmers who are not under the price support policy have total cost about
747.96 Bath per rai and obtained profit about 1,067.97 Bath per rai or 4.26 Bath per rai. The
market price of soybean for both groups are almost the same, where the average price for the
group who are under price support policy equals to 7.39 Bath per kilograms. Meanwhile, the

average price of soybean for the second one equals to 7.72 Bath per kilograms.

The policy recommended derived from this research results are as follow : Firstly, for
short term policy, the price support policy should be implemented in order to encourage the
soybean growers to increase their production.‘ Therefore, the quantity of domestic soybean will
be increased and the imported quantity of soybean will be decreased. Secondly, for long term

bdlicy, the price support policy should not be implemented due to the cost of such policy is



greater than its benefit. This indicated by the negative value of net social benefit. Meanwhile,
Thailand now is a member of the Worid Trade Organization {WTO), therefore the government
has to reduce the intervention in agriculture product market in order to fallow the rule as
mentioned in the agreement chapter of WTO. There fore, the sustainable way of long term policy
is that the government have to provide more knowledge to enhance more efficient of inputs
utilization due to the existing soybean farmers do not produce at the point of profit

maximization.



