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Abstract

The ohjective of this study is to identify the farm plans
which provide highest gross margins at different levels of risk. The
study provides a guideline for farm planing for the farmers under and
outside contracts (CF and NCF).

Quadratic programming was employed to estimate E-V
frontiers. That is the set of optimal farm plans with the minimize
variances of gross margins (risk) at given levels of gross margins for
potato and tomato farmers under and outside contracts. Data from 120
farm households in Sansai District, Chiang Mai Province were collected
for 1980/1891 crop year.

The study reviewed that the proceésors’ made written
contracts to farmer groups and the groups made subcontract to
individual farmers. For tomato, only oral contracts were made between
processors and the quotaman_and between the quotaman and the farmers.

The written contract was perfect on responsibility and penalty for



violators while the oral contract was the opposite end. The NCF
farmers are those grew and sold their product .in the ordinary
free-markets.

The average production scale of both CF and NCF i.e. potato
growers was about the same 2.33 rais. The average areas of tomato
were 2.350 and 3.525 rais for CF and NCF growers respectively. The
average gross margins per rai of potato, tomato for processing and
fresh market were 8,469.250 8,670.T14 4,658.857 and 5,118.143 baht
respectively. The corresponding variances per rai were 13,791,878
29,866,013 6,700,042 and 1,341,426 baht.

The efficient farm plans for potato growers showed that for
any given income level, the set of farm plans for CF growers had
smaller variation in expected gross margins (risk) than those of NCF
grovers. In the contrary, the tomato farm plans of CF growers had
larger variances than those of NCF growers.

The study also showed that only the CF potato farmers: on
the average, actually had farm plans which were almost identical to
the efficient farm plans. One of reasons that other groups did not
have efficient plans was due to their errors in their risk estimates.

The above findings signify the importance of clearly
identified written contracts that ensure farmers confidence and

consequently lead to efficient planning.



