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CHAPTIR I
INTRODUCTIOR

The purpose of this paper is twofcld: Iirst, to
systenatically examine the present organization in the
marketing of corn in Thailand; and second, to compare and
contrest the present sitvation with a proposed system of
marketing.,

This research will involve a brief study of the situa-
tion as it existed in the past, an uncerstanding of the
nature and mechanics of the present syster, and f{inally, an
assessment of the direction in which the present system ceens
to be headed thus making it possible to set forth possible
implications for corn exports policies for both government
and the private business scctor,

In more specific terms the three main objectives cf this
study can be stated as follows:

1., To define the existing organization and structure of
the corn industry in Thailand;

2. To analyze the economic problems faced by the Thai
corn sector in the light of uncertainty of the future inter-
natiocnal corn market; and

%. To suggest changes in the exicting warket organiza~

tion and structure designed to increase farmeras! incowe and

1



the national exporit revenue,

ro

Before proceeding further, a comment is in order

regarding the second objective mentioned above,

Mention was

made about the uncertainty of the future international market

and the economic implications for the Thai corn sector.

To

provide some indication of the degree of uncertainty involved,

monthly export price figures for corn for the years 1963 to

1969 are presented in Table 1,

AVERAGE EXPORT PRICE OF CORN (F,0.B, BANGK
AVERACE, THAILAND, 1963-1969

(dollars per metric ton)

Table 1

gK) AND 7-YEAR

The 7~year average is not less than
the Ministiry of Economic Affairs, Thailand,

Scurce:

7=year

Yr., 196 1964 | 1965 | 1966 | 1967 | 1968 | 1969 average
Mon. | price
Jan, 5 60,51 55, 10°) 57,521 56.181.56,7h 1 548X 1.96:18
Feb, b 61,07 | 65411 19,011 55,801 56.07 | 59,80 | 57,82
March | 62,20| 61.32| 68.79 | 52.08 | 55.01 | 56.22 | 62.43 | 59.72
April | 57,74 | 59.98 | 71.68 | 52.99 | 54,94 | 55,95 | 62.38 | 59,38
May 572.95 1 607681 95,361 52,591 156,951 B7.04 | 56.89°] 59,5k
June 58 60,79 1 Y2271 51651 5618 66,904 1'56,:3L | 60,52
July 57.06 | 59.35 | 65.86 | 50.14 | 55.68 | 69.79 | 35.51 | 59.05
hug. 52,201 56.64 | 61,96 1 k9,90 | 54,94 [ 65.43 | 52.47 | 56,93
Sept. | 55.78 | 56.02 | 59.44 | 49.32 | 50,95 | 60.27 | 51.35 | 54.73
Oct, 54,991 56.00| 59,39 | 54.48 | 50,161 59.21 | 48,84 | 5. 72
Nov. o 35 1 56:29 | Se o V55:5h | 535,251 5700 2. 01 Sh.72
Dec, 58. 58.32:1 49,12 ] 53.84 | 56.30' 1 56,70 1 49.51 | 54.56
Avg. 56,851 58492 1.63:52 | 52,39 | 54:69 | 59,79 | Sli.78 1 'S7.27

the prices noted by

Data 1963~1967, Department of Foreign Trade, Ministry
of Economic Affairs, Thailand, March 1970,

Data 19658-1969, provided by Dr, Delenc E, Welsch, Rockefeller
Foundation, May 1970.
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The abcve figures are presosuted in graphical form in
Graph 1. Thé average for the seven years wvas found to be
$57.30 per melric ton. Substuntial deviations Trom the average
occured especially in the years 1965 =and 1968, TFurthermore the
years 1966 to.the first half of 1968 showed consistently below-
average prices. Tnese facts underline the existir uncertainty
of corn prices, the reason being thoat Thailand vcssesses only
five percent of the total world market for corn.l Therefore,
the export price is heavily dependent on the output of major
corn producing countrices as well as demand on the international
market.

Another mejor source of uncertainty is thal exports to
Japan, which comprised 43 perceni of total exports in 1968, are
on contract with the Japan Feed Grain Trades Association which
is a Japanese government sanctioned mOnopoly.2 Thus should the
Japanese government decide tc terminate the contract at any
tinme, or should it decide to cut down on the quantity imported,
Thailand will have to expend its other warkets to absorb its

excess supply of corn,

Justification and Importance of the Study

Agriculture has played an important part in the economy
of Thailand and it is expected to play the same pivotal role

in the future. To support this statement, a comparison of

1l . . .

USDA, World Agricultuvral Production and Trade:
Statistical Report, September 13969, pp. 36-39,

2 . . .

Dr. lelane E, Vielsch ond others, Research_for Planning
Corn _and Scrphwa Development in Thailand, 1968 p. 70,




5
growth of Gross National Precduct and the growth of
Agriculture Production is made by comparison of their indexes
from the years 1953 to 1963, Table 2 mresents this compar-

ison,
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Tavle 2 shows that GNP has increaced from an index of 100.0 in
1953 to an index of 23%9,6 in 196% or an increase of about 100
percent in ten years. During the same period the index for
Agricultural production rose from 10C to 327.9 or an increasec
of more than 200 percent. This shows that since Agricultural
production has been increasing faster than GIP during tiie ycars
mentioned above, Agriculture must have been a major factor in
‘the determinaiion of the direction of the economy. It may alzc
be mentioned that in 1965, four-fifths of the country's total
working pcpulation wes engéged in agricultural employmeﬁt and
that agriculture contributed over one-~third of national income,

Corn is one of the major upland crops in Thailand, and il
hes been produced and consumed as a vegetable for many years,
However, corn is neither a staple food for the Thai people nor
is it regularly used for animal feed., Nevertheless, productihn
has been increasing through the years and today it is one of
the most important export items in Thailand, Table 3 shows
that in 1967, corn was the fourth largest export product of
Thailand, after rice, tin and rubber,

As shown in Table 3 the export value of corn has risen
from 74 million baht in 1957 to 1,356 million baht in 1967 or
an increase of close to 1700 percent in ten years. This
makes corn the fastest growing export item of Thailand for
the years 1957 to 1967, making Thailand the world's fourth
largest exporter of corn in 1666, after the United States,
Argentine and France (see Table 4), Table 4 also points out

that Thailand has held a relatively stable share of the world



market for corn since 1959, Thig mezkes corn production one
of the major facters contribuiting to a favorable balance of
payments position,

According to Agriculiural Statistics of Thailand (19%5F),

the index of arca used for ccrn procduction rose from 100 in
base year 195% to 1,535 in the year 1966, while the index of
production area for upland focd crops rose from 100 to 650
during the szne period.3 This indicates tﬁét the agricul-
tural area used for corn grew nore than twice as fast as the
agricultural area utilized for general upland food produétions.
A breakdown of the utilization of agricultural product areas

for the upland products is presented in Table 5.

34

Agriculture Statistics of Thailand, Ministry of
Agriculture, EBangkok, Thailand, 19056, p. 35.
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Table 4

SHARY OF WORLD CORN MALKWT OF EACH MAJOR
EXPORTING COUNTRY, 1959-~1966

(perceﬂt of tctal)

Country 1959 | 1960 | 1961 | 1962 l1963 196L |1965 |1966
U.S.A. | 34.0| 47.2 | 53.6 | 54.7 | 33.2 | 55.1 [66.6 |63.7
Argentina 26,0 21,6 (12,4 114.8 | 11,7 |15.1 |12.3 |15.4
France 0.4 2.3 5.0 0.81 1.71 3.7 2.5| 5.3
Thailand 2.3 L.3| 4.2 2.4 3.6 5.2 | 3.6 | 5.0
Mexico -1 38| - | -« | 13| 59| 35| 3.5
Yugoslavia 3.1} 4.5 2.7 1.4 0.5 0.1} 0.2 ] 1.5
South Africa! 4,0 4.8 | 7.7 (10.5(11.9| 6.4 | 1.,b | 0.2
U.S.S.R. 1.5 1.0| 2.9 6.3| 3.5 2.9 - -

Total Major
Fxporters 71.32 89.3 88.4 90.9 67.L 94.4 90,1 94.6

Source: F,A.0.Monthly Bulletin of Asricultural Economics and
Statistics, July-August 1968, p. 34.
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Toeble 5
INDEX KUMDBERS: ASRICULTURAL AREA DEVOTED TO
UP LWD CRORS, THATLAND, 1950-1986
(1950-1953 = 100)

Year Rice Corn Mung Beans Cassava Sugar Cane Total
1950-53 1 100 100 100 100 100 100
1954 96 124 93 107 157 122
1955 100 130 102 98 1,48 129
1956 104 195 103 63 173 154
1957 &8 228 112 27U 183 188
1958 100 298 119 | 315 188 214
195¢ 105 470 137 L4L5 211 285
15350 105 671 190 211 225 204
1961 107 720 108 710 177 353
1962 116 771 147 377 145 375
1963 115 982 298 994 213 503
1964 114 | 1,297 300 (] 232 573
1965 112 1,355 357 2L 202 586
1966 128 11,535 398 930 178 650
Source: Agriculture Statistics of Thailand, 1966, Ministry of

Agriculture, Bangiok,

Thailand, p. 35.
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Corn in Thailand is produced mainly for export, Counsid-
ering this fact, it becomes necccsary to examine the world
market situation and its effect on the Thai corn sector. It
is equally important that an e{fort be made to devglop inproved
methods of proéessing corn in order to expand domestic sales.
A study also has to be undertaken regarding the feasibility
of successfully marketing corn in the European nmarket. Al
present very little Thai corn is sold in Europe and this hes
been the consistent pattern since 1957, Table 5 indicates that
the Buropean market has only averaged about one percent of the
total corn eprrts of Thailand in the ﬁeriod 1957 to 1968;
Probable reasons for this situation may be the following:

J. the excessive cost of transporting corn to Eurcpe
which has the effect of raising the price of Thai
corn beyond reasonabtle levels;

2, the existence of effective substitutes in tke
European market, weakening the demand fcr corn;

3, the leadership of France in the European corn
market, and,

L, the possibility that Thai corn is considered
substandard in Eurcpe.

At present Thailand is trying to develop its livestock
industry for the purpose of supplying the domestic demand and
foreign exports., There is also a move towards establishing
an animal food industry using corn as the base ingredient
because of its high protein content.

Domestic demand for corn will most probably increase due
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to growth in population and efforts to find new uses of the
product and new waye of marketing them in the internaticnal
market, Therefore specific ways and means to stabilize
demestic demand and to increase productivity in order to meet
both the domestic and foreign market demand are of great
impertance,

A second reason for the importarce and Justification of
this study hinges on the marketing system itself, It is
possible that in this area some problems occur between pro-
ducers and consumers, in the production and marketing syétems,
and the employment of modern technological advances in this
area, Specifically, the problems mentioned above may involve
transportation systems, the grading of corn, storage, stand-
ardization, proceséing, vackaring, and purchasing and selling
rractices,

The quantity of corn planted is dependent both on the
price of corn and the relative ease or difficulty in producing
and marketing the product. Thus an investigation of the costs
involved in the production and marketing of corn as well as a
broper uuderstanding of its present set-up may provide better
berspective of the problems involved. This may provide valuable
hinte for a possible reorganization of Thailand's corn-producing
sector which would enable it to cope more effectively with

the demand of both the domestic and foreign markets.
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The Firsli ive Year Plan of the corn prcducing sector
under the developument vlan provided for the production of Silh
thousand tons of corn.q' Leccording to the National Developnent
Board estimate the output of corn will show an increase of 50
percent during the Second Tive Year Plan (1967-1971) and will
be around 1.5 million uvens by that time, This target, however,
appears to be slightly ambitiocus beczuse for 1966, the target
of output was 1.2 millien tons but the actual output rose to
cenly 1.12 million tons,5

The least square estimate (see Chapter TIII) indicates
that in 1971 the output of corr will be 1356.84 thousand tons.
To sum up it may be pointed out that the corn output ﬁight fall
short of the target at the end of the present plan. In 1965,
Thailand exported 812 thousand tons of corn out of one nillion
tons of total production., It is estimated that by the end of
the present pilan (1971), exports will increase 1,3 million
tons and 100 thousand tons will be used for domestic?consump—
tion. Thus, the Naticral Economic Development Board expects
the pr0portidn of exports to total production to rise from 81

6

percent to 87 percent during the Second Five Year Plan,

hThe Second National Fcconomi
(1967~197.) HNatioral Economi e
Thailand, p. 12,

’Ibid., p. 55.

6

(9]

vt

<

ODr

O

C
2o

@

—

=

1bid,, p. 161.



CFAPTER TII

PROBLEY IDENTIFICATION

This chapter is designed to examine the problems that
are confronting the corn marketing system in Thailand., A
brief mention of the problems with respect to corn export was
made in Chapter I, It also gave passing reference to the
problems of domestic demand for corn, In this chapter,
however, an attempt will be made to identify these problenms

in detail,

Export Market for Corn:

Table 4 and Table 6 in Chapter I presented a description
of corn .exports for Thailand, It can be seen from Table 4 that
between 1959-1966 Thailand's share of the world's export trade
in corn increased from 2.3 percent to five percent. She is
the fourth largest corn exporter in the world, even though 80
percent of all coran exports still come from the U,S,A, and
Argentina, Table 6 gives an impression of the tremendous
increase in the export of corn from Thailand between 1957-1968.
During this period, total exports of corn increased from 64,3
thousand tons to 1430.7 thousand tons, whereas the value of
exports increased from 74 million baht to 1,555 million baht.

The volume in 1968 was 23 times that in 1957 and the value in

17



1968 was 21 times that in 1657. Though these figures are
impressive, there are certain preblems which may dampen the
Thai corn exporis in the near future, These problems can bhe
identified as the problems encountered in the domestic market

and international marketing of corn.

Donestic Marlret Probleis:

.

There are a number of domestic market conditions which
create problems in the export trade of corn, They include
a) inaccurate estimate of production, b) reiuctance to adopt
new technology, ¢) corn movement from up country to Bangkok,
d) instability of the price and, e) lack of cooperation among

the members of various corn exporting associations until 1962,

Inaccurate Bstimates of Corn Production:

The estimates of annual corn prdduction are still not
accurate and a wide gap between the supply and démand frequency
occurs due to the inaccurate reporting of production.1 Even
though the acreage and output of corn have shown an increase
during the past two decades, still due to lack of information
available to the farmers and also due to inadequate capital,
the yield of Eorn has not recorded tﬁe expected increase, -
Farmers are suspicious of government agents and hesitate to
adopt new techniques., The output of corn could have shown a
higher increase than what has been reported if these constraints

had not been there.

1Sopin Tongpan, Thai Corn Export Problems, Kasetcart
University, Bangkok, Thailand, March 1970,
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Corn Movemnent From Un Country fo Fansli-oie

As hes been explained in Chapter IV, the transportation
system between the ccrn producing area and Thailand is not
satisfactory. This results in irregular movenment of corn
from the upland area to Bangkek which is the principal center
for distributing corn for domestic use o1 for export., This,
however, gives rise to the third problem of instability of

prices,

Instability of Corn Priczes:

Chapter I presenied an account of the f,o.pb. Bangkok
prices of corn during different months of the year (see Graph
1). These oscillations reflect the instability in the price
of corn and act as a disincentive in the adoption of the pack-
age 01 dproved sceds, ferialisers and farn iuplemenis by the

farmers.

Lack of Cooperation Among the Exporters:

Japan has been the principal importer of Thai corn and
thus the attention of corn exporters has been focused on Japan,
Until 1962, a few cooPerativé associations of corn exporters
were formed in Thailand to take care of the corn export trade,
But the distortions in the domestic market, i.,e., the dis-
parityrbeiween export and domestic prices would not permit the
members of these associations to remain loyal and comply with
the necessary regulations, For instance, when the domestic
price of ‘corn exceeded the export price, the individual

exporter would be tempted tc sell in the donestic marketl and



brezk the contract with the Japarese trader, Or the othner
hancé, when the prices of ccrn in the domestic market vicre
lower than the export price, the treder who did not have any
contract with the Japanese importer would approach the iatter,
and cffer corh at a lower vrice, Since 1962, due to regula-
tion of corn exports by the Thai goverument sucn arbitrary
benhavior on the part of exporters have been considerably
controlled, yet as has been pointed out below, the discrepancy
between the contracted quantity and the actuel export con-

tinues (see Table 7).
Table 7

CONTRACT VOLUME AND ACTUAL EXPORT OF CORN
- BETWEEN THAILAND AND JAPAN, 1965-1970

| e | Contract Volume | Actual Export
1eaz (metric tons) (metric tons)
196566 800,000 - 559,749
1966-67 800,000 826,289
196768 820,000 670,612
1968-69 780,000 605,459
1969-70 600,000 -

Source: Monthly Economic Report, Department of Foreign Trade,
Bank of Thailand, 1970,

Since 1962, however, the nature of the discrepancy has
changed, Previously, the contracted quantity fell short or
exceeded the actual exports on account of the arbitrary

behavior of the individval exporters., But now, more exports
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than the centracied quantity czn result cnly through negotia=
tions between tiec department of foreign trade of the Ministry
of Economic Affairs of Thailand and the Japanese Ieed Trade

Association (JFTA), a group of Japancse Feed Grain Inmyorters.,

Internestional Market Problens:

With respect to international marketing of corn, Thailand
is currently facing two interrelated provlems, namely, the
predominance of Japan as an export market and the dwiandling

prices of exportable corn,

Predominance of Japan in the Corn Exporis:

As Chart 2 indicates, Jzpan is the most important buyer
of Thai corn, though the share of Japan in total exports has
declined from 56.6 percent tc 40,9 percent between 1957-1968,
Such dependence, however, is to the disadvantage of Thai corn
exporters because the Japanese traders can impose their terms
'in the trade arguments, Already there are indications that
Japan is buying more cof her corn requirements from other
countries, Table 8 indicates the amount of corn which Japan

imported from different countries during the period, 1955-68,



VOLUKE OF JAPANHIE CORM THPORTS LY COUNTRY,
AVERAGLS 1959-1959, ANHUAL 19G5-1968

(thousand metric tons)

_Year [1955-59 |1960-64 | 1965 | 1966 | 1967 | 1968
CountrY\\\\\\< R
U.S. 252 867 | 2,302 | 2,234 | 1,584 | 2,542
Burma 7 1 1 3 - -
Camvodia 25 29 26 29 20 15
Indonesia 2 - L 65 120 10
Thailand 69 432 576 767 699 633
Other 202 9L6 525 500 557 | 1,9Lk
Total 557 2,275 3,434 | 3,598 | 3,960 | 5,144

Source: Japenese Efforts to Diversify Sources of Apricultural
Imports, Lconomic Research service, U.S.D.A,, April 1970, ». 6.

Beyond 1960, corn imports in Japan have doubled, but the
share of Thailand in Japanese imports has declined considerably
(Table 9). This suggests that while Thai corn exporters place
a heavy reliance on the Japanese importers, the latﬁer are
presumably looking for other markets where they canfdictate
their terms., The crucial issﬁe, therefore, is to pfomote
exports of corn in other markets rather than.placing such
heavy dependence upon a single market, However, the increasing
exports to Taiwan have given hope that the Thai corn exporters
are avware of the above problem and are making efforts to open

new markets in addition to expanding the existing omes,
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Table @

THATLAND!S SHARE OF JAPANESE CORN IMPORTS
AVERAGE 1960-19G4, AUNUAL 1965-1963

(percentage of total)

Year Share of Corn Imports

Averarne:

1960-64 19.0
Annual:

1965 16.9

1966 21,3

1967 17.7

1968 12,3

Source: Japoancse Efforts to Diversify Sources of Acricultural
Imports, Econonic Research Service, U,S.D,A,, April 1970, p. 2.

Problen of Declining Fuport Prices:

Pabvle 6 0L Chapier L indicuates that tne‘export earnings
of corn declined from 1150 baht to 1050 baht per tcn between
1957-1968; This is roughly a nine percent decline in the value
of corn exports of Thailand, The continuvation of this trend
wil) adversely affect the export of corn., In fact, Thai
exports have to compete with the low-cost corn producing
countries such as the U.S5.A,, Argentina, Mexico, France, and
Brazil., The trend of the world's corn prices due to progres-
sively increasing output is downward, and therefore, this
affects the relatively less efficient exporters such as Thai-

2
land more than the major suppliers mentioned above.~ The

2Production, Consumption and Trade of Coarse Grains,
U.S.D.A., ERS~Foreign 272 (Juune 196%2), pp. 40, 42, L8.
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solution to this probiem lies in shifting the emphasis on the
export of greins to other forms mentioned in ihe following

chapter.



CHAPTER TIII

CORN PRODUCTION IN THATLAWD

History:

Guatenala corn is a variety of corn which is at present
popularly growvn in Thailand. More than 80 percent of the area
of cultivation is used for growing this variety., The Guate-
mala variety was first selected in Antigua, a town in Guatemala,
in 1946 under the management of the Tropical Research Center
of the Iowa State University of which Dr, E. I. Malhus was
Director, A substantial amount of seed was sent to Mr, kRean,
ICA Agricultural Advisor in Thailand in 1952 for yield trials
in the country. It was found that this variety was remarkably
adaptable to the climate of Thailand, Although the yield of
Guatemala corn was not particularly high, it was found to be
an open~pecllinated variety that could be further propagated
right in the country., Furthermore it had several eseed charac—‘
teristics which were desirable in foreign markets,

The Thai Department of Agriculture then decided to
multiply corn seeds in order to be atle to distribute them to
the farmers, More seeds were then imported from Guatenala and
multiplication was startcd at Kaset Xlong, Bang Khen in 1953,
The second lot of seeds ﬁas sent to several Agricultural

Experiment stations in the corn=growing regions., Dencnstras

25
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tions regzarding the relative sdvantages of (Cuatemala corn
compared with the currently populzr variety wecre made to
farmers with the purpose of obtaining their esupport and
acceptance, In this way the new varijety of corn was spread
widely among the farmers throughout the country.

Table 10 indicates the shift in quantity of production
from the unimproved variety of corn to the period from 1950
to 1966. There were no improved varieties of corn produced in
Thailand in 1950, In 1966, there were 2,800 hectare of
agricultural land used beafing Guatemala and other newly
introduced varieties, This was about nine tines more than the
area of land utilized for the tracditional varieties in 1966.
Furthermore, the yield of the Guatenala varieties was found
to be more than twice as much as that of the Guatemala variety.
As a consequence of the widespread acceptance of the Guatemala
variety of corn, the total area cultivated with corn increased
almost fifteen times in a span of 16 years, jumping from

219,000 hectares in 1950 to 3,113,000 hectares in 1968,

Table 10

CULTIVATED AREAS FOR CORN AND PRODUCTION YIELD
BEFCRE AND AFTER AVAILABILITY OF GUATEMALA VARIETIES

Year Traditional Varieties Guatemala Varieties
Acreage Yield Acreage Yield
3(1000 (metric (1000 (metric
hectare) tons/hectare) hectare) tons/hectare)
1950 219 .12 0 -
1956~68] 313 .22 2,800 45

Source: Global Crop Paper, "Corn," Agency for International
Development, May 1969, p. 2. .
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Geographic Tocation of Corn S¢
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Approximately 8& percent of Thailard's corn production is
concentrated in nine changwads (provinces), newely Lop Buri,
Nakhon Sawan, Saraburi, Nakhon Rachasima, Phetichabun,
Phitsanulox, Phitchit, Sukhothai, Kamphang Phét. Among them,
Lop Buri, Nakhon Sawan and Saraburi are the most important,
having 70 percent of the total production, WVhile these three
changwads are major corn production areas, Lop Buri and
Saraburi are more efficient in terms of total productioa per
area planted (27 percent of total production from 25 percent
of arca planted and 17 percent of total production from 15%
‘of area planted respectfully). Respective data are presented

in Table 11.

Tablie 11

DISTRIEUTION OF CORN PRODUCTION BY VOLUME AN ARLA
(IN PERCENTAGE) = 5 YEARS AVERAGE, 1961/62-1965/66

. Percent of Percent of
Changwad Production - Total Area Planted
Lop Buri - 27 25
Nakhon Sawan 26 26
Saraburi 17 15
Nakhon Rachasina 4L 5
Phetchabun L L
Phitsanulok L L
Phitchit 3 3
Suckhohai 2 2
Kamphang Phet 1 1
Total 88 85
Kingdon Total 100 100

Source: Kasetsart University, November, 1967.
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Map 1

LOCATION O¥ CO=MN PRODUCTION IN THAILAWND
(9 Lezding Changvinds)
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Changwads
(in central plain)

1., Lop Buri
2. Nakhon Sawan

3, Saraburi

L4, Nakhon Rachasima
5. Phetchabun

6. Phitsanulok

7. Phitchit

8. Sukhothai

9. Kamphang- Phet
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Planting Seascon:

Cultivation of corn requircs an adequote supply of vater
which muct be obtained either frcow rainfall or from irrigation,
In the central plain area which is the only corn producing area
in Thailand, soil and climate conditions are relatively more
favorable to cern production, Corn is planted in Thailand
during the months of May and July and normally it takes 9C=11C
days before the c¢rop is ready. The farmer who depends only on
rainfall prefcrs to plant corn with the first rain which usually
occurs in May and harvests sonetime in August. If adequate
rainfall occurs, the sccond crop can be planted in August and
would be harvested in the month of November, It may be men-
tioned here that rice is planted in the month of July or August
(depending on the rainfall) and is harvested during December or
January. The second crop of corn therefcre, competes with rice.

During the past two decades, however, the yield of corn
has increased considerably as compared to rice, As the follovi-
ing table indicates, between 1951-1966 the average yield of rice
has increased by 40 pércent while the yield of corn has
increased by 86.5 percent during the same period, Table 12
also reveals that while the area under rice increased by 28
percent, the area under corn increased by 54 percent during this
period, This means, that though corn and rice are competitive
crops, the preference for corn is rising, presumably due to its

rising demand for exports.

Production, Acrearge and Yield of Corn in Thailand:

Table 13 explains the growth of output, acreage and yield

of corn (1950-1966).



Table 12

AREA PLANTED AND AVERAGE YIFLD OF KICE AND

CORN IN THATLAND,

(1951-1966)

Area planted ! Averége yield | Ar;; planted Average _yieldT
T (2000 et Chayral) | (1000 zad) Ckeras)
1921 37,245 197 259 163
1952 33,501 196 281 165
1953 38,574 213 298 173
195k 31,732 202 331 191
1955 36,060 218 347 196
1956 37,648 230 514 225
1957 31,726 208 606 229
1958 35,987 218 792 2%8
1959 37,909 206 1,249 256
1960 37,008 222 1,785 306
1961 38,619 231 1,916 321
1962 41,617 240 2,050 331
1963 41,277 253 2,612 353
1964 40,890 256 3,449 276
1965 40,492 249 3,605 291
1966 47,095 276 4,083 304
Source: Agricultural Statistic of Thailand, 1966, pp. 48, 54,




3l

Table 13

TRODUCTION, ACREAGE AND YIILD OF CORN IN

(1950-195

o)

TEATLAND

Year ‘Production Acreage Yield
eaz (1000 tons) (1000 rai) (kg/rai)
1950 26.9 226 127
1951 41,7 259 163
1952 L, 8 281 165
1980 2203 oA 154
1955 6€7.5 347 196
1956 114.8 514 225
1957 13%6,8 606 229
1958 186.3 792 - 238
1959 317.2 1,249 256
1960 543%.,9 1,785 306
1961 598.3 1,916 321
1962 665.4 2,050 331
1953 857.7 2,612 253
%2?4 1 835.1 3,&49 276
045 01,7 7,005 91
1966 1,122.% 1083 30}
source: Agricultural Statistics of Thailand, 1966, Bangkol,

Thailand, p. 54.
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During this period producticn of corn incrcased'by 41 times,
yield increased by two times and the area under corn increased
18 tines,

Wihile these indicators of progress are significant, there
is little rocim from complacency,., The yield of corn in Thailand
is still much lower than many other corn producing countries.
Ispecially, since Thai corn exporters have to compete with
their counter-parts in other countries to capture the whole
market, lower yields and comparatively higher costs serve as
an obstacle in expansion of exports, The following table
compares the per hectare yield in the principal corn prcducing
countries in the world, The U,S.,A,, Canada and France produce
2=-21 times as much per hectare as does Thailand and pose a
serious challenge to the Thai corn exporter in the world market
because of their higher yield and lower cost of production,
Even though l1taly and Taiwan are currently importing corn
from Thailand, they also have higher yields and in the course
of time either they may reduce their imports of corn or ray

become exporters.,

Table 14

YIELD PER HECTARE IN PRINCIPAL CCRN-PRCDUCING COUNTRIES
(10C kg/hectare)

Year Average
Item 1948-52 1966
U.S.A, : 24,9 L5.4
Thailand 9.1 22.4
Chile 14,2 32.4
Canada 32,0 51.7
‘France 13.6 45,6
Italy 18.4 35.5
Taiwan 14,1 23,2

Source: FAO, Production Year Book, vol. 21, pp., 55-56.
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sstimated Output, Acreare and Yicld of Covn:

On the bzasis of least squsre method, the following

4

regression equaiion from Table 13 is obtained:

Yl =aq* bl t
Y2 = a5 ¢+ b2 t
Y3 = a3 + b5 t
vhere Yl refers to estimated production
b1 is the ccefficient for one unit change in time
Y2 and Y3 refers tc estimated value of'acreage and

yield respectively while,
b2 and b3 are the respective regression coefficients
for the two dependent variables mentioned above,

Following values have been obtained:

1. ¥, = -263.02 + 73.63t (R% = .89)
2. Y, = =762.12 + 244.18%  (R% = .87)
3. Yy = 133.49 + 12,26t (R% = .83)

This estimate suggests that our last 16 year period corn
producing sector has exhibited enormous upward movement and
based on this trend., We can obtain following estimate the
producticn of corn, area planted and yield for the next 10
years (shown in Table 15).

It must be noted that the regression equation Y1 and Y2
used in estimating production have negative Y-intercept; how-
ever, it is impossible because production must be positive
even without the use of fertilizer, modern equipment, etc.
Perhaps the reason for this is that for the years 1350-1955,

production advanced slowly because modern technology was not



vsed intensively, whereas the years 1956-10006 represented
years cof acceleraied grovih caused by increasing utilization
¢f medern technelogy. Concequently, it is poessible to obtain
two regression equations, with the latter years having a
greater slope.

It is nct feasible to use the earlier yeare! regression
nor the latter years! simply becavse technology should exhibit
more growih in production for 1956-1966 than 1950-1955%, and
alsc because continucd growilh such as that of 19556-1G46 is
not practical because of dimrinishing returns to scale, |

Therefore, the average cshould represent a better estimate,

Seasonality in the Corn Prices:

Seasonal fluctuations in prices are measured by seasonal
price indices, The focus of this section will be on the
oscillations in the wholesale prices of corn during different
months of a year, An attempt has also been made to analyze

the factors that are responsible for such seascnal variatioas,



ESTIMATED PRODUCTION, AREA PLANTED, AND YIFLD
OF CONN IN THAILAND, (1967-1475)

_——— - e e —— e e —

- ;;—_——”‘Hgagegogg’;put }“stz_gaggor;:))e);e | E@t};z}iglfiold
1967 1,062.3%2 3,633.12 354,17
1963 1,135.95 3,877.30 366.43
1969 1,209,583 4,121,458 - 378.69
1970 1,283.21 4,365,866 390,95
1971 1,356.84 4,555.84 403.21
1972 1,430,46 4,854.02 415.47
1973 1,504.10 5,098.20 427,73
1974 1,577.75 5,342,338 439.99
1975 1,651.%6 5,586.56 452,25
1976 1,724.99 5,830.7) 464 .51




The monthly whnolesale prices of corn in Thailand between
1950 and 1969 are shown in Table 16 and a seagonal index on
the basis of thcse data have been estimated and included in
Chart 3 which presents the .seasonal index and the standard
diviation.

The following points of interest can be noted from
table and chart.

l, The wholesale price of corn incrcascs steadily from
January to micd-April because during these months the quantity
of corn flowing from the farm is almost negligible. |

2, Between May and September the wholesale price of
corn showed a decline because during these months, Thailand
has two crops of corn and for the reason explained in Chapter
IV (the problem of storage), that farmers brought the whole
produce of corn to the market., The demand for corn during
this period does not usually increase neither in domestic
market nor in the external market., The wholesale price of
corn, therefore continued to decline until the market had
excess of supply over demand,

3. From October to December, the wholesale corn price
showed an upward trend. This trend continues beyond December
as well,

The seasonality in the wholesale corn prices thus can be
viewed in two phases, The period of declining prices and that
of rising prices, The phase of higher prices (October - May)
reflects the inclusion of storage and other overhead costs

incurred by the middleman to stabilize the supply over the
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whole year, Tha discrepancy veitveen demand and supply during
the different months of the year results in seusonal varia=-

ticons in the wholes2le corn price,



*0lL6T ‘puerTeyl ‘¥oldueg ‘SITeRIJV OTWOUOOY JO AJIFSTUIN :804n0y
§ ! i
9°9 “m.m T°9 "4 _m.w 2°6 G*6 9°2T 6°6 7°0T | 6°6 7°9 w>mm m
‘louerg
T°g6 1m°¢6 L 0°@R 19°98 | T'T6 | W°G6 | STTIT| O°HWIT | %°40T | 0°GOT| 0°GO0T| T°20T epul
i °Sesg
w S — _ -
GL°9S {64769 0865 | ON1°GE | 09°6G | 00°L9 | €2°T8 | &L4°¢4 | 00°Q9 | 08°99| 05°69 | 03°69 | 6961
GO°0g 163748 G7°0% 1 60°TS | 69765 | 06°65 | €3°29| 28°¢9 | OT°%9 | 88°09| &6%°QS | £T1°64 | Q96T |
QU2 1037 G0°¢9 {64725 | 047G | 0644 | €5°CL | OT°TQ | G6°G4 | 48°Q%1t 28°L9 | CQ°0L | L96T |
GL7GL 1QR"4S ) CN°EG | 9T°49 | 0T°¢9 | €8°¢9 | €£°¢9 G2°69 | 06°99 | 66°L9| GO 0L | 42°2L | S%6T1
CO'CT | 42785 | 06705 | 9T°LS | TR°6S | LN°TL | €9°06 | 68°26 | S£°28 | £6°861 29°28 ! 04 Wl | 69461
02 29 | 7L4°29 ] 2T°09 | L4765 |00 N9 | 94°69 | C5°89 | €Q3°GS | 05°09 | 6£°¢G | 47°9G 1 ¢0Te9 | 9€T
L5729 104799 670G 123795 |07 | 61799 | €T°49) €6749 | 89719 | 64729 T27491 $9°49 | £96
270G 12275 00°GE 100798 | TETHS | 079G | €9°T9 1 90°49 | 04°T9 | S%1°69 w#.mmm 44°69 1 296
%2 69 100729 02765 | 93°TG | 04°6S | €4°¢9 | €094 | 69°94 | 00764 | 86°2l | 60°Q9, C9°6G ¢ 1951
TCUTS [ TS°AG | 2R8°6S | QT°9G | T9°66 | GM°T19 | €2°69 | TR°69 | W6°¢9 | 24°09| 18 651 ¢n°95 : 0501
SIS 165719 Te 2GS | TLA°0S [ 46706 | 6T°6S | cT°99 | %2°69 | 04°¢9 | T9°h9; G5 M9 | 0T°29 | 6461
05729 154785 4796 | €8°8G [ GL4°N9 | 4T°¢9 | (D°GL | 00°¢L | 00°T9 | 00°64 | 06°1G | 06°0G | Q66T
29°¢6 1COon ! 044 | £8°CG 102°GG | G2°6G | €2°¢l | 06°49 | 00°¢9 | G2°T9| 06°09 | €2°19 | L66T
OS5 100°HG ) 05725 | C0TES | 00°4S | O0°TY | (5724 | 00°94 | 05°49 | 06°¢9 | 05°49 | 00°€9 | 9€5T
0002 1027064 00°09 | CO°4G 009G | 00°¢9 | (0794 | 06°28 | 05°08 | 00°4L | 06°22 | O0°CY | 66T |
OU°Cg [0D°59 | 066G | 00°09 | 0G°646 | 00°69 | C(5°26 | OO°OTT! 046°48 | 00°94 | 00°GL | C5G°99 | HGo6T _
0°0Y 105729 ] 05°29 | 00765 [00°9G | 00°9G [ C5°¢9 | 00°4% | 00°05 | 00°GSG | CO°LSG | 056°4G | €66T |
00709 j05°29| 00°09 | 00°S9 | 00°T4 | CO0L | €CO°0L | 00°6Q | 05°20T| 00°06 | 00°06 | 0019 | 2461
D0°SL 10CTEL ) 00°04 1 00°69 | 00°€9 | 000G | (0°08 | 00°66 | 06°26 | 00°G6 | 00°96 | 06°2Q | TG6T
CS°4S 08729 | 06°1¢ “om.m¢ 00°0% | 00°9% | (O°G% | 00°C8 | 00°64 | 0G°TL ! 06°24 | CO°G9 | 0C6T
er-Tet *AON | *390 w *dag *Iny | £Inp gunp Ley *2dy *Tep *qoJd ‘uep Jeax
. | S

GO6T-046T ‘GNYTIIVHL NI

(91 0¢/34eq)
SEOIYd 2900 HTVSHTIOEM J0 XIANI TVHOSVIES

9T ¢T19®L




SUT]

*o08

*ACN  *20Q ‘*adez  *&ay Liap empe Ley cady *Jell °qs8

ANVIIVHL NI S30Idd NJ0D ETVSITOHM JO0 XEGNI ‘TYNOSVIS
2 ydrvay

¢8

06

||||| - |¢6

00T

o)

/ o1t

STT

02T
_

Xopul TEUCSEsS



CHAPTER IV

MARKETING SYSTEMS FOR CORN

The principal feature in marketing of corn in Thailand
is that the external demand absorbs almost the whole of the
corn producticn, In 1959=60, 90 percent of the corn produced
in Thailand was exported, but the corrcsponding ratio for
1968=~1969 increased to 98 percent, Urlike the other developing
nations, corn is not used in human consumption in Thailand as
a staple food and the residual amount is used as a feed grain,
In 1959~1960, 10 percent of the corn output was used for cattle
feeding but it declined approximately to 2 percent in 19$68-1969,
As has been indicated earlier, the production of corn during
this period has increased more than 2 times, whereas demand
for corn feed grain has shown a very small increase.1 But the
sharp increase in output has facilitated not only the fulfill-
ment of the local demand for corn as feed grain, but also the
demand for export, As these figures reveal, the export of
corn has increased about three times over this period (Table 6).
The above discussion suggests that over this period, the

importance of the exporter in the disposal of corn has

1. .- . - . .
Division of Agricultural Economics, Ministry of
Agriculture, Bangkok, Thailend,

L0
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enormously increased, This has led to certain structural

changes in the marketing channels fo

3

- corn,

Chart 1 explains the relative positive of various
agencies in the disposal of corn in 1959-1360 while the cor-
responding arfangements of different marketing agencies in
19568-1969 hzve been presented in Chart 2, In 1959-1960, local
middlemen accounted for 46 percent of the total corn produced
by the farmer. The outside middleman purchased one-third of
the output directly from the farmer, He also procured 17
percent of the produce following from the farmer. to the money
lender and one percent of that going to the millers, The
farrmer so0ld three percent of the produce to the brokers who
woriked for the exporters, 1In other words, exporters also
purchased corn from the farmers, but they have to use the
service of the brokers in this process,

By 1968-~1969, the situation had changed considerably.
There are now three principal agencies working between the
farmers and the exporters, namely, the first seller, the second
seller and the third seller., The first seller is the local
buyer who has a airect contact with the farmer and buys about
53 percent of the tetter produce, but would then sell to the
second seller, to the exporter, to the broker and also to the
cattle-feeder. As Chart 5 reveals, by 1968-1969, the local
middleman (now known as first seller) had lost much cf his
direct contact with the exporter as compared to 1959-1960, and
currently les= than 20 percent of the produce goes directly

from the firsi seller to the exporter,
: p



As compared toc 1959-10460, a relatively nrew but stronger
agency seens to have emerged in the orocess of corn marketing
in Thailand., The third seller or comnonly known as Changwad
(province) seller has more financial poewer and can work on a
larger scale; Even though his direct vurchases of corn {ronm
the farmer constitute a very sriall fraction of the total corn
production, he buys corn from the second and first sellers.

In short, about LC percent of the corn which iz exported
passes through the third seller,

Two other important changes have taken place in the
marketihg rrocess for corn over the 1959-1969 period. First,
the brokers working for the exporters have lost their direct
contact with the farmer and now they buy either from the first
dr second seller, Secondly, money-lenders have lost their
distinctive role in procuring corn fron the fermers while in
1959~1960 farmers sold 17 percent of their produce to the
money=~lender against the principal and interest payment. 1In
1968-1969 this type of cbligation on the part of the farmer is
not found. However, it appears that most of the money—lendefs
have turned into middlemen and are -buying corn from the farmers
in this capacity. Many of the local as well as outside middle~
men advance loans to the farmers with an understanding'that
they (farmers) would sell their procduce to ﬁhese traders
immediately after the harvest., About 63 percent of the traders

give credit to the farmers.2

2 . . .
Dr., Chaiyong Chuchart and others, Production and Marketing
of Corn in Thailand, Kazetsart Univerazity, bangkok, Thailand,

1963, p. 42,
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Chonee dn Morviheting Marpmine

Though during the last decade, the marketing chanuel for

corn in Thzilend has undergone certain basic changes, the

marketing margin has declined over this period.

The follov-

ing table presentis an account of the average price received

by the farmer, the export price f,c.b, Bangkok and the

narketing margin for 1959-1960 and 1668-1969,

Table 17

F,0,B. BANGKCX, 1959-1960 AND 19686-1969

PRICE RECEIVED AT THE FARM FOR CORN AWD EXPORT PRICE,

Percentage
Price received Export price Marketing of market-
Year by the farwmer f.o,b, Bangkok margin ing margin
(baht/60kgs) (baht/60kgs)- | (baht/60kgs)| (col, 3 as
% of col, 2)
1959~60 .23 71.18 26.95 37.8 ,
Scurce: Computed from deta shown in Table 18 and Table 19,

As indicated in the above table, even though the export

price, f,o,b, Bangkok, has declined by 5.4 percent, the price

received by the farmer has increased by 1.3 percent.

Despite

the fact that a new channel, i.e,, the third seller has emerged

as an important marketing agency, the marketing margin has

decreased from 37,8 percent to 30,6 percent,

Tables 18 and 19 indicate that as compared to 1959-1950

the transportation costs in 1968-1969 viere considerably lower
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(by 21 percent). JSimilarly the profits of the outside 2nd
loczl middlerinn hove also decreeced during this period, It
appears that wilh an increass in the number of middlemcn and
with increasing competition among Llhem, the shure of the
farmer has gone up.

Yet, the profits of the exporier and the wholesaler
appear to be high, In 19(3-196G for example, the profit of
the exporter accounted for 11.3 percent of the export price,
f.o.b, Bangkok, In addition, about nine pefcent profit was
obtained by the wholesalers and other middlemen, Even if other
costs avre allowved, the broker fee, transportation, wages,
taxes, etc,, the profit of the middlecman appears to be
exhorbitant,

On the basis of certain data published by the Kasetsart
University for the monthly corn prices received by the fearmer,
by the provincial dealer ond the wholesale price in Bangkok
for the year 1968-1969 it can also be shown that the market-
ing margin appears to be high, The data cn prices received
by the farmers and provincial dealers pertain to five chang-
wads in the central region and therefore may not be fully

comparable with the figures given in Tables 17, 18 and 19,
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Table 18

JARKETING COST, PROFIT OF DEALELRS AND PERCENTAGE OF HMONEY
RECEIVED BY EXPORTERS FOR CORKN CLTAINID FROM FARMERS
AND DEALERS IN & PROVINCES IN CENTRAL REGION, THAILAND, 1960

[ - £ M -
Cost and Profit “?ggﬁt/gé £22§J Fercent

Corn price (f,o,b. Bangkok)

per year obtained by exporter 71.18 100
Average obtained by farnmer L4 ,23 62
Cost 8.80
Cost of outsider middleman 6.80 10
Transpcrtation cost 2,00 3
Profit 18.15

Profit of outside middleman
(Profit before depreciation
and interest charges are

deducted) L, 48 6
a) capital 1.93 3
b) experalture for exporte; 9.60 13
b) l.u_\,.L_LL, .LJJ Cul yu.L bk,J. Z.lb, 3

~ Source¢: Dr, Chalyong Chuchart and others, Production and
Marketing of Corn in Thajland, Kasetsart Unlver81ty, Banglkck,
Thailand, 1993, p. 177.
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Table 19

MARKETING COST, PROTIT OF DWALERS AUD PERCENTAGE OF
MCNEY RECEIVED BY EXPORTFRS FOR CORI OBTAINED FRCH FARIERS
AID DBALERS IN & PROVINCES IN CENTRAL REGICN,

THAILAND, (JURNT 1968-ley 1969)

m 1 .'7),
Cost and Proiit ?gzgt/gé ﬁgg?y Percent

Average export price (f.o.b.
Banglkok) pcr year obtaincd

by exporter 65.75 100,00
Average obtained by farmer 45,59 69,34
Cost 6.88
Trensportation 1,58 2.40
Brokers 6.93 1.41
Wages 1.3%6 2,07
Tam and fees 0.03 0.05
Container cost 2.08 3,16
Office cost (rent, service,
Ll ) 0.07 5.56
Others 0.53 0.81
Profit 13,28
Net profit of wholesalers - 5.86 8.91
Total profit of exporter 742 11.29

Source: Kasetsart University, Bangkck, Thailand, 1970,
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The follcwing points cen be noted fron Table 20:

1, The margin between the price received by the farmer
and that received by the local merchant varies between 8.3
baht per 60 kgs. in October and 13.5 baht per (O kgs, in
July, During otlher months the margin varies zccording to the
availability cof corn, FHowever, the two prices show a counsid-
erable degree of correlation, that is, the price received by
the provincial dealer is followed by the price received by
the farner,

2., The wholesale price of corn in Bangkok shows wider
fluctuations during the year than do the prices received by
the provincial dealer, Put in terms of concurrent deviation,
prices shown in column two and three show a high degree of
correlation, |

The f,o.b, Bangkok export prices also follow the changes
taking place in the wholesale prices in Bangkok but the
exporter has to buy corn at a loss in the months of May,
November and December when the farmer has no corn to offer,
and he has to depend only on other middlemen (see Table 20).
The margin between the Bangkok wholesale price and export
price, f.o.b, Bangkok, is very low in the month of November
presumably because of the lower world corn prices, but in the
preceeding month because of lower internal prices the margin
is considerably higher, The exporters have to buy corn from
the whoiesalef at a price lower than they receive in May and
Decenber,

No definite conclusions can be recached with respect to



to these price movements and the marketing mergins. It can
be only concluded that the mergin between the export f,o0.,D.
Bangliok price and price received by the farmer is a fuuction
of worla corn prices, flow of the corn from the farm to the

irader and the quantity of corn stored by the wholesslers,
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Tebkle 20

PRICES RECEIVED BY VA?I”?S, BY PROYINCIAL DIAT.LRS AND
LOCAL FERCHANTS, WHCLLSALE PRICES TN BARGKOK AND
LYPORT PRYICES, T,0, B BANCEOK, CORW, BY MONTHS, 1968-1969
(baht per 50 kgs)

i Price received byi Wholesale Export

Month Price received i the proviacial corn price, price
by the farmer dealer and local in Bangkok! f.o0.b,

merchant Bangkol:

June 45,060 586.00 60,00 67.61
July 39.84 . 53.23 57.00 66.66
August 41,04 52,17 55.20 62,97
September 41,42 51.49 50.40 61,62
October 44,18 52.45 50.40 58.60
November L7.42 5734 56,40 56.41
veceLver 494¢0 59,006 61,00 59,41
January 51.1 60.97 ' 69,00 65.77
February  50.60 52,90 67.80 71.81
March 52.40 61.50 69.60 74,91
April - 65.00 66.50 74.85
May - 65.00 72,00 68.27

Source: Column 1, 2, 3, Division of Agricultural Econonics,
Ministry of Agriculture, Bangkok, Thailand, March 1970,

Column 4, Division of Customs, Ministry of Economic
Affairs, Bangkok, Thailand,
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Cverall Tronspovtition Condition:

Tronsportation plays a vital rele in national develop-

ment, particularly in the process of integrating rural and
‘urban sectors, The flow of agriculiural products from the
village to the marketing center, and that of agricultural
inputs to the faermers depend largely cn the transportation
network, Among the principal transportation routes, railroads
account for nearly 42 percent of the movement of all tyves of
goods, about one-third of the goods move through watervays
and the remaining goods mo&e through the highways.3

Recad maintenance in Thailend is generally poor and
during the rainy season large sections are impassable because
of floods, The drainage is poor and construction is defective
in most parts of the country, In 1965, out of 7,800 miles of
road only one third were suitable for a2l1ll wcather travel and
movement of cargo.t

This is true despite the fact that during the last two
decades the government has made some effeort to improve the
roads especially under the seven years Provincial Highway
Developrent Program (1964-1970), Some new roads have been
built and sorie roads have been paved but most of this improve-

ment remains confined to the urban areas, 1In 1953, the mean

distance between the farm, markets and the highways in different

3J. R. Behrman, Supplv Respense in Underdeveloped
Agriculture, North-Holland Publishing Ccmpany, Amsterdam, 1968,
p. Ol.

L., = ‘o - N . PR

I, H. Swith and others, Area and Bock for Thailend, For-

eipgn Area Study, The American University, Vashington, Septewber
1960,
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regions varied between 6 and 15 kilometers (sce Table 21).
As Table 21 reveals, the average distance between the village

and nighway in Thailand wae 10 kilocouneters,

Table 21

MEAN DISTANCE IN KILOMETERSI CF FARNS FROM

HARKET AND TRAWSPORT FACILITIES
ACCORDING TO 19053 TFARM SURVEY, THAILAND

Mean Distence in Kilometers Fron
Region Market Tour | Waterway | Highweay gi;%;gid

Central Region,

excluding southeast

coast 6.0 11.1 5.8 17.4
Southeast Coast 5.8 7.1 5.6 180.2
Nuivlati e 12,6 el 1y.¢ Glt o 9
All Thailand 9.0 3.1 10.2 ‘ 71.7

lA kilometer is equal to five~eighths miles.

Source: J,., R. Behrman, Supply Response in Underdeveloped
Agriculture, North-Holland Publishing Company, Amsterdan,
1968, ». 54.

Moreover, most of these roads could be used only during the dry
season, Since 1953, not much has been done to improve this

situation.

Waterways:

As has been stated above, one-third of the goods in
Thailand are carried through waterways., Vaterways are more

popular in the Chao Phaya low land, north of Bangkok vhere
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Map 2

LOCATTON OF CCRN PRODUCTION ARFA IN THAYLAND

Burma

Cambodia

|
i

i

Changwads:

Lop Buri

Nakhon Sawan
Saraburi

Nakhon Rachaisima
Phetchabun
Phitsanulok
Phitchit
Sukhothai
Kamphang Phet

O oI OV nNF N

Source: Drawn from the information contained in Fact and
Figure of Thailand, Ministry of National Development, Bangkok,
Thailand, 1965,




trey constitute an intercornected network of the work canal
and branch systens, TFcr the movement of agricultural
products, waterways are mest commounly used with respect to
rice, However, only Nakhoa Sawan is in a favcorable position
to nake & good vne of waterways for the transportation of
corn, As can be ceen on lMap 2, Neklion Rechasima ard Petcnabun
have no dircct access to any river, On the other hand Phit-
sanulok, Phitchit, Sukhothai and Kampheng Phet have small
rivers which are not navigable during nost part of the yeaor
because the four rivers, Ping, Veng, Yum and Nahn are rain-fed
rivers and become shallow during the period when corn needs to
be transported, For this reason waterways are not popular for

the transportation of corn.

The railrcad system in Thailland is also not very well
developed, In 1966, the total mileage of railroads was less
than 2,300, and all lines were single track except a 56-mile
double track stretch around Bangkok.5 Most of the railroads
link the big cities or towns and as Table 21 indicates the
average distance of the village'to the railroad station is
about 72 kilometers which means the farmer is not in a position
to use railroads for transporting his produce.

The transport system therefore is not favorable to the
farmer, especially for corn, The only important route acces-~

sible to the farmer is the rcad. Ac has been pointed out

°H, H. Smith, op, cit., p. Sh.
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earlier, most c¢f the rcads are only feair-weather roads, and
therefore, most of the corn is shipped from the village to
the market in bullock-carts during the dry season., The cost
of transportation is high &nd involves a great deal of time,
It appears that corn was not ccnsidered an important product,
hence the neglect in the improvement of its transportation.
It would appear tnat the transport facilities for corn need
to improve in the future if its potential imoortance as an

export crop is to be realized,

Storage:

Since most of the small producers work on a small scale
and since corn is not used for consumption, the whole of the
output is sold to the middleman immediately after the harvest,
A small amount 01 corn is sold 1O dairy farms, swine laras and
poultry farms, Up till now no serious thought has been given
to the question of storing the corn. Since farmers:do not
have storage facilities, they are compelled to sell their pro-
duce immediately after the harvest. It appears tha%.the large
fluctuations in the price of corn shown in Graph 3 and Table
16 (Chapter I1II), are due to heavy arrival of corn in the
narket during the post-harvest month,

The small quantity which is produced by the small farmer
precludes any effort on his part tc build warehouses at the
farm level, The local and the outside middleman also seem to
have no inducement to store the corn because of the pfessure
of demand frcm exporting firms, Since more than 90 percent of

the corn is exported, the whole stock of corn is brought to
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Banglkok where lhe exporting firms kecp it in their warehouses,
To sum up, it can be ted that the storage of corn is done
only by the exporter and the farmers and middlemen have
practicalliy no storege facilities,

During the last 12-~15 years farmner cooperaitives have
built scme storage barns at the village level to facilitate
the storage of agricultural products at the farm level., But
these storage barns are very few in numbers, their capacity
is very small and they do not have any scientific way to

preserve the quality of the produce.

Credit

The greatest need for credit tc the farmer is at the

time of growing and harvesting the crops. Most farmers do not
haye adennstae anvince and therafore hove to deopond on moncey
lenders and/or the middleman. Usually the local as well as
the outside middleman finance the farming operations with a
tacit understanding that the farmer will sell their produce
to them. Even though from 42 tc 52 percent of the loans (in
different regions of the country) are taken for family living,
weddings or funeral services, the farmers are obliged to sell
their produce to the money~-lender cum—middleman.6
The following table gives an account of the various

sources of credit in the four important regions in Thailand

and their relative importance, As the above table indicates,

6Pantum Thiayamondol and others, Lpgriculture Credit in
Thailand, Kesetsart University, Bangkck, Thailand, 1565,
pp. 22=23%




local esteores and crcp buyers provide about 22 percent of the
credit in the Central regions which is the corn-producing
arca, In other regions, hcwever, fermerse rely more heavily
on their relatives. About 6% rercent of the traders in the
Central region zdvance loans to the corn producer.7 However,
the fact remzins that they are obliged morally, or otherwise
to market their produce to the middleman. The cooperative
and 6ther institutions are still in the initial stages and
do not help the farmers in obtaining credit on fair and
reasonable termns,

The monthly rate of interest varies between 1.8 percent
and 3.5 percent for the individual's source, though the
institutional sources (such as government, coopzsratives and
banks) provide loans at 0,8 percent.8

The very fact that 53 percent of the corn is so0ld by the
farmers to local middlemen and 39 percent to the outside
middlemen (figures relate to 1968-69) gives an indication that
in the marketing of corn, farmers are under the pressure of
the middleman who provide loans to them in cash as well as

in kind.

7Dr. Chaiyong Chuchart and others, op, cit., p. 142,

8Dr. Chaiyong Chuchart, op, cit., pp. 39-40.
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SOURCE OF CRIEDIT LY RECION IN THATLAND

(in percentage of total)

Source of Credit Coniral | wortn Northeass South
i

Reiative 22.6 47.0 58.5 43.0
lleighbor 16.7 19.9 4,3 12,7
Local Store 13.9 3.0 4,6 10.9
Crep Buyer 7.9 10.1 - 6.5 13,8
L,andlord 10,7 0 5.2 0
Money Lender 14,2 8.9 7.5 1.5
Institutional Lenders

(Gov't, Coop, & Bank) 3.0 9.8 10.8 13,7
Others 11.0 1.3 2.6 10,1
Total 100.0 100.0 100.0 100.¢C

— I

Source: Pantum Thidyamondol and others, Agricultural Credit

in Thailand, Kasetsart University, Bangkok, Thailand, p. 37.




Type of Lender

Relative
Neighbor

Commerci.al
Lender

Local Store
Crop Buyer
Landlord
Money Lender
Other

Institutional
Lender

Credit Coop.

Other Gov't,
Agency

Commercial
Bank

Weighted
Average Rate

MONTHLY TNTREREAT 1MATLS BY RECION IN THATLAMND
A D YT G LR DR
Region
“Central| 0 Tn o AU lesn for
Plain North Northeast South A1l Arens
1.7 2.6 1.8 1.1 1.8
2.1‘}' 3-3 3’3 203 206
8.3 Ll’.8 403 ?-.O 209
2.7 5.4 6.2 2.7 3.5
2.4 L.7 3.9 1.3 2.9
3,8 N.A, 1.8 N.A, 3.5
201 500 703 3'6 3-3
1.5 3.4 7.0 2,2 2.5
0.8 0.8 0.8 0.8 0.8
0.8 0.8 0.8 0.8
0.8 0.8 0.8 0.8
N.A, N.A, N.A, N.A, -
2.2 3.3 2.7 1.5 2.4

able 23

N.A,

Source:

- Not available.

Pantum Thidyamondol and cthers

, Agricultural Credit

in Thailand, Kasetsart University, Bangkok,

Thailand,

?. 4O,




CHAPTER V

SUMMARY, TMPLICATIONS AND SUGGESTIONS IOR
CHAWGING THE MARKETING STRUCTURE AWD POLICY

The previous chapters have focused on the trends in pro-
dauction, acreage, yield, prices, exports, and the marketing
systen ¢f corr, Some of the implications of the. foregoing
analysis follow:

1. Over the last 16 years, corn production and yield
have recordced substantial increases, The yield of corn,
however, is still low as compared to other principal corn pro-
ducing nations, Since corn is primarily an export crop, this
has far reaching implications for the export price and demand
in the future.

2, Production of corn in Thailand is centralized in the
central region because 0f the soil and other physical conditions,
This suggests that the supply of corn depends on the weather
and other exogeneous factors mostly beyond the control of man,
In short, the corn producing sector in Thailand suffers from
all the drawbacks of a localized industry,.

3, The wholezale price of corn.fluctuates over the .
different wonths in a year, but.as has been explained in
Chapter 11, the seasonal price index shows two phases of price

movement, an vpward movement, (October-May) and a declining

62



trend, (mid May—September), This explains the lack of
stability in the supply of corn during aifferent months in a
year-=-stenning mainly from lack of storage facilities at the
farm level.

L, The'price fluctuastions are also the result of an
inadequate transport system in the couniryside, Lack of good
feeder roocde and inaccessibility of the ifarmer to main street
and the highway is another major factor cxplaining the
instability of the prices.

5. The marketing channels for corn are undergoing basic
changes, yet the marketing wargin has declined due to improve-
ment in the system, Still, the share of the farmer in the
wholeszle price or the f.o.b, Bangkok export price of corn is
only 69 percent, Moreover, the export prices do not follow
the trend in the wholesale price in Bangkok or the price
received by the provincial dealer, (Graph 4). In certain
ronths, (September-December), the export prices stay bélow
the level of prices received by the provincial dealers because
during these months the exporter has to buy corn from other
channeis at the going price in order to fulfill his export
agreement, Obviously, during the above months, the provincial
dealer «nd wholesaler would prefer to charge high prices for
corn,

6. 'The margin betwecn £,0.b, Banghkol export price and
Bangkok wholesale price of corn is low in certzin months, while

very high in others, depending on the demand for cuporting corn,
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7. The fact that institutionhal credit is not adequate
in Thailand, provides some explanation of the high cost of
credit with the rate of intercst verying frem 0.8 to 3.5
percent per month, coupled with an obligation for the rerner
to sell his procduce to the lender,

€. Little effort has been made to mecasure the demand
for corn in the domcstic market, espccially for cottle feed-
ing., The residual nature of such demand has an implication
of unstable supply in the domestic market and the resultirg
variations in the price.

| 9. Since corn is mainly an export crop, any unusucl
gap betvreen the f,o,b, Bangitok export price and the cdomestic
price of corn is likely to have sericus implications for the
cguantity of corn exported., Whether or not the contract for
export is fulfilled by the exporter will_depend on the
difference between the two prices, VWhenever the wholesalev
price in Bangkok of the provincial prices of corn are higher
than the f,o.b, Bangkok (export) price, the exporters do not
hesitate to go back on their export commitments, on the other
heand, when prices within the country are lower than the f,o.b.
Bangkok export price, they‘try to peréuade importers abroad
to buy larger quentities. |

10. Thei corn exporters depend very heavily on Japan
for the export of corn, albeit the Thai proportion of Japanese
corn imports is declining. There has been very little effort

on the part of the exporters to search for new markets.
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J1. There has been very litlle eifort to diversify
the use of corn in the domesiic rarket, The emphasis so far
has been on exporting the grain, rather than the processcd
corn ¢r cannecd neat which could Le obtained by expanding the
cattle feediné indusiry. In short, ro effort has been made
to increase the use of corn at home and increase the export
of corn-based products. The world demznd for Thei corn may
nct be significant in the future due to the high cost of corn

production and rising competition in the world market,

Reccrendations:

It seenc azppropriate to assume that the corn producing
sector will continue to occupy an important place in Thail
agriculturé, and that the export of corn and corn-tased
pioducts (moal, corw O1L ond prdicoeid Lorny will rtwadin
important in the future, Therefore, it is desirable 1o
introduce certain changes in the system to improve its per-
formance, The following suggestions can be made tolchange
the structure of the corn producing sector and to increase
its efficiency:

l.' Intensive Cultivation of Corn:

All efforts should be made to increase the yield of corn
in Thailand by providing better inputs such as improved seed
end fertilizers, The Guatemala variety has increased the yield
substanrtially, e£1ill there is enough room for improvement.
Hybrid varieties of corn should be developed, and‘be rmade avail-
able to farmers in adequate quantity. Research stations and

demonstration farms to this effect should be set up in crder

Il



te drvelop high yiclding varielics, (H.Y,V,) of corn,

Further improvement in yield of corn appears to be a
precondition for mezintaining a competiitive positicn for Thei
corn in the irnternationzl morket, DBesides esleblishing a
research and experimeni station for the H,Y.V,, simvltarneous
efforts ehould alsc bhe made to increase the surply cf
fertilizers and belter plows, This will require extensive
credit pregrans for the corn prcducing sector., The intensive
cultivation program should, therefore, include better and more
intensive cultivation of land,

2. Ixperiments for growing corn in the changwads outside
the cential region should be established., New varieties nay
be developed for these changwads that have relatively less
fayvorable prhysical cdndition for corn production, This will
help in increasing an aggregate output of corn in Thailand,

3. For the stabilization of corn prices? a comprehensive
storage program should be suggested both at the farm level as
well os in the provincial markets, A warehousing program on
a large scale can be undertalken either by the government or
by the geovernment-sponsored farm cooperatives, The farmers
nay be alloved to keep their produce in these warehouses during
the loan months, (Hay-September) against a nominal payment on
wvarehousing cost, The storage program should be given high
priority in the next five year plans, It might be pointed out
in this ccntext that a large scale storage program can be

completed only over the long run.



L, Develepnent of fecder rcads and an improved transport
system is also vrgently needed for improving the efficiency

of the corn producing scctor, These will be complementary to
the wareho*ﬁLng program and will presumably help in the stebi=-
lization of prices, Very little progress has been mude in the
direction of developing feeder roads in the countryside and
n2king the provincial highvays workable for year oround use,
It seens that the seven year national highway construction
and rehabilitation progran (1965-1971) is biesed toward
national highways and little thought has been given to the
develoninent of roads in the countryside., During the Second
Plan, (1967-1971) out of 7.3 billion baht envigsaged, 6
billicn baht have been allocated for the .cevelopment of
natioanel highways.z It can therefore bLe cuggested that in
the next Five Year Plan 4O to 50 percent of the transportation
ocutlay be devoted to provincial highways including the feeder
roads.

The warzhousing program coupled with the plan for
developing provincial highways will bring forth further
irprovenent in the efficiency cf marketing system for corn,

It may also bhe hoped that this will reduce the marketing
margin and it is likely to benefit farmers as well as other

particivants in the system,

lohe Second Nationnl Economic and Social Develovment
Plan (1967-1971), op. cit., p. 137.

P -
-’Q_p_, Citc’ P. l)?o
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Institutioral changes feor improving the farm credit
struacture ehould also be given serious ccansideration and still
more ercouragenent is needed for Lthe cooperatives tecause
they can provide cheap credit to the farmer without any
sitrings, In the development plan & subsidized credit program»
should be included as to enable the farmer to obtoin credit
at a low cost.

The above proposals are likely to improve the internal
conditions of the corn proaucing sector, Hoﬁover, for
improving the foreign trade in corn, the following suggestions
can be presented,

&) The marketing of corn in the external as well as in
the cdomestic market can be improved by introducing grading
and standardization for corn., The ministry of agriculiure
should appoint the necessary personnel to grade the various
éategories cf corn on the basis of norms set by the govern=-
ment, It appears that the exportable corn is not subject to
strict qualizy contrcl and this may affect the Thai corn
exports in the years to come, -

b) Dectailed programs should Le made for extending corn’
exports to other countries, Xfforts should be made to have
trade negotiations with such cocuntries, and unnecessary
dependence on Japan and Taiwan should be avoided for the
export of corn, The Board of Trade should be madevresponsible
for opering new marlets for Thai corn,

¢) Long term trade agreements should be made with the

importers of Thai corn s0 that the exporters, the middlemen
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and produccers of cern cen plan their coperations in advance,

-

Thiz would inzure wmore stability in the f,o.b., Bangkok export
price, would provide a guarunice to the exporter with respect
to the quantity tc be exported, and would therefore, give an
incentive to all other participants in the corn sectors,

@) There should be effcct to promote diversification
in ihe use of corn, It seeuns reacsoneble to believe that
Thaeiland cannot depend definitely on the export of corn in
the grain form, Effort should therefore be made tc meke an
increasing use of corn in the domestic market. A pragmatic
approach would be to encourage the cattle feeder inductry under
the next Economic and Social Development Plan, 7The emphasis
should be shifted from exporting corn to the export of meat.
Supolementary industries using corn could be the cereal
industry and corn o0il industry. Encouragement should be given
to the use of breakfast cereals (such as corn flakes) within
the country. 1In the initial stages promotion of these products
could be confined to the urban populaticrs but gradually their
use might be extended all over the country., 'The fact tha
between 1960 and 1966 the per capita GNP in Thailand incrcased
by 30 percent (from 2050 baht to 2623 baht), gives rise tc an
optimism that the demand for breakfast cereal can be increased
with intensivce promotional effort.3

The marizeting channel for corn has shown considerable

“The Xetioral Fconomic and Social Develowment Plen,
op., cit.,, p. L2,
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hepefully will
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improvenent dvring the past few yvears

contirue to improve, and the share of the farmer in the price
received by the wholesaler or experters will ceontinuwe to rise.
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