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Abstract

The main objective of this research is to study the possibility of expanding
crop production under contract farming. Enterprise budgeting method is used to
evaluate the cost structure and returns to crop production. The study employs 2 models
to find out factors affecting expansion of production under coﬁtract farming, Tobit model
uses the ratio of the contracted crop to the total land holding as the dependent variable.
This ratio aslo refects the intensity of adoption of contract farming. The other model
uses planted area of the crop as the dependent variable.

The survey for the crop year 1994/1995 was conducted in Chiang Mai
where contract farming is widely practised. Three crops were selected including
Vegetable Soyabean (13 farmers in San Sai District and 38 farmers in Phroa District)
Japanese Cucumber (20 farmers in Phrea District) and Maize for seed (61 farmers in
Phroa District).

Crop production under contract farming is usually determined by coniractors’
production plans. Advice relating to farm production and factors of production are
nommally provided by the contractors who also buy back crop produce from farmers

at prices determined in advance. This helps to reduce farmers price risk.



In this study, it was found that the total .production costs especially cash
costs were relatively. Cash costs as percentage of total costs in growing Vegetable
Soyabean and Maize for seed were as high as 6540 per cent and 61.00 per cent
respectively. While the cash costs of growing Japanese Cucumber accounted for 44
per cent of the total ccsts of crop preduction. The returns over total cash costs for
Vegetable Soyabean and Japanese Cucumber were not much different ie 4,061.27
baht per rai and 3,769.17 bsht per ral respectively, while that of Maize for seed
was much lower, ie. 1,101 baht per rai. However, returns of these crops were
desirable as compared to other competitive crops in the same production areas.

The results of the Tobit mode!l shows that crop preduction experience was
the most imporiant factor determining the possibility of expanding crop production
of Vegetable Soyabean. This factor attmbuted to 8.1 per cent increase in the ratio
while land size reduced the ratio slightly (only 4.09 per cent). For the Japanese
Cucumber the ratio was found to be inversely related to the age of the farmer and the
land size. These two factors were atiributable to 0.45 per cent and 1.5 per cent fall
in intensity ratic respectively. In the case of Maize for seed, education level, size
of household labor and crop production experience were found to attribute to 2.40
per cent, 577 per cent and 2.77 per cent increése in the ratio respectively. Land size
wag found to account for only 1.6 per cent increase in production ratio.

The results of the r1egression model employing planted area as the
dependent variable shows that production experience and total land holding
significantly raised Vegetable Soyabean planted aréa by 7651 and 28.86 per cent
respectively. The farmer s age inversely affected the planted area of Japanese Cucumber
(3.28 per cent), but experience could raise the area by 7.36 per cent. As the Maize
for seed, education and size of land holding were positively related to production
area (56.07 and 19.21 per cent respectively}.

The results of the study indicate that the possibility of expanding crop
production or the acceptance of farmers who were already engaged in contract farming
was quite limited. Farmers who had experienced with contract farming and who
had larger land sizes were more ready to accept and expand crop production

under contract farming system.




