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ABSTRACT

The study was undertaken to evaluate the performance of cooperatives in Thatland
from the farmers' perspective. This was achieved by analyzing two multipurpose
cooperatives in Northern Thailand. the Sanpatong and HangDong cooperatives. The study
analyzed ard compared the farmers' assessments of the market agents. cooperatives and
wholesalers, in the Sanpatong and HangDong districts. based on specific attributes or

characteristics of these market agents.

The resuits of the stud\ indicated farmers find that cooperatives in Thailand had the
potential to improve market performance  The Sanpatong and HanzDong cocperatives had
attained an accomplished reputation amongst the farmers in the Sanpatong and HangDong
districts. These cooperatives offered improved input supply services. were an alternative
agent to borrow from. more accessible source of market information. a market agent
perceived as sincere and honest. and giving an option to farmers of getting dividends.
However. the wholesalers from Sanpatong and HangDong districts provided several other

worthwhile services to the farmers such as a convenient location to sell their agricultural

produce.

The study found that the farmers are perhaps best served bv having the cooperatives
and wholesalers competing in the same market for the farmers' loyalty. The cooperatives
perform the services in the interest of the farmer and the wholesalers improve efficiency or

productivity in the market.
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I introduction
1.1 Background to the Study

The economy of Thailand has experienced remarkable growth in GNP. averaging about 7
percent increase in real terms per year during the past two decades. The agricultural sector’s share of
national output has decreased from more than 40 percent in 1960 to about 17 percent in 1990. while
the manufacturing sector has increased its share of the national output from a little over 10 percent
to about 23 percent during the same period (Asian Productivity Organization. 1992). The economic
growth and structural change that has occurred has doubled the per capita income over the period and
vet farmers' incomes remain very low. The farmers' incomes are often lower than the poverry line
which the National Economic and Social Development Board (NESDB) specified as 3.666 baht' in
1986 (Asian Productivity Organization. 1992). Today. in terms of emplovment. agricultural
producers approximate 65 percent of the labor force. Therefore. as stated by the Asian Productivity
Organization (1991) report. it would seem that anyv development effort by the government can hardlv
succeed if it fails to address the economic and social concerns of small farmers.

In 1981. the Government of Thailand rated the improvement of the agricultural sector as a
top priority of the national economic and social deve! *oment programme. Government also generally
recognized that agricultural cooperatives were an essential measure to help improve productivity in
the agricultural sector. Suphaphiphat (1979) expressed the opinion that agricultural cooperatives
could be expected to contribute significantly to the national economy and the social progress of the
rural sector by increasing agricultural productivity. and improving the farmers' bargaining power in
marketing their farm products.

Cooperatives are not new to Thailand. and in fact. date back to as far as 1916 (Toommanee.

'"The exchange rate on Feb.9, 1995 was approximately 18 Tha: baht to | Canadian dollar



1991). However. despite growth in the cooperative sector ever since that time. cooperatives have
been only modestly successful. In the 1960s. the government recognized the failure of many
cooperatives and began promoting the amalgamation of small rural credit socicties into larger
multipurpose cooperatives at the district levels. It was believed bv Toommanee (1991) that financial
failures of cooperatives were often due to their limited nature as single-purpose cooperatives and that
other cooperatives succeeded by consolidating and enlarging the nature of their operations into
multipurpose cooperative associations responsible for marketing. processing. credit. and supply-.

The government envisioned cooperatives at all levels working together to improve the
balanced integration of services and operations. with active men.ber participation in the operation,
improved loan-repayments. greater volume of savings by members. improved farm practices and
diversified production. and more group effort by members in general. Toommance (1991) and
Lamming (1980) have noted 1n their discussions that agricultural cooperatives have exhibited
improved profitability. loan repayment. and etticiency of the organizational structure in general over
the vears: however. Toommanee (1991). Suphaphiphat (1979). Chalermvana (1982). Lamming
{1980y and Jesdapidat et al. (1991) have countered that there continues to be numerous cooperative
farlures for many reasons discussed later in the paper. This is despite the government priority to
promote agriculture cooperatives and inject large sums of monev to help establish or maintain
COOPErative organizations,

In an article by Toommanee in the Asian Productivity Organization (APO) report in 1991,
the following measures were proposed as essential to the success of the cooperative movement:

(1) The policy on cooperative promotion be clear and unitied

(2) Cooperative staft members and farm members be continually improved by providing

intensive training to them.

(3) The cooperative movement have its own financial institution in the form of a cooperative
bank.

{4) The cooperative be exempt from some fees and taxes.

(5) Expand the membership to cover wider areas

(6) The cooperative movement be coordinated with government or:anizations.

9



(7) Promote savings of the members and cause them to use their income more efficiently.
(8) Promote cooperation among the cooperatives in order to enhance managerial capability
and provide better services.

1.2 Research Problem

The rural regions of Thailand are lagging *he impressive growth rates occurring in urban
regions such as Bangkok. For the rural regions to achieve better economic growth it has been
considered by National Economic and Social Development Board (NESDB) important that
performance in the agricultural sector improves. It has been argued by the NESDB that cooperative
organizations may contribute to an improvement in the rural regions of Thailand. The rescarch
problem to be addressed in this study is to determine if cooperative organizations in Northern
Thailand provide unique or beneficial characteristics not otherwise provided to rural farmers in
Northern Thailand.  Two multipurpose cooperatives. Sanpatong and HangDong cooperatives. are
chosen to typify cooperatives who are successful in Thailand.  These cooperatives are analyzed
according to certain characteristics or attributes that have either been outlined in previous cooperative
research studies or are considered to be important by the researcher for the circumstances prevalent
in Northern Thailand. It is suggested that cooperative organizations such as the Sanpatong and

HangDong cooperatives may provide some improvement or beneficial aspect not provided for by the

other market. credit or supply agents.

1.3 The Obiective

The main objective of this thesis is to provide an analysis of the benefits and disadvantages
of a cooperative organization for agriculture in Thailand. To accomplish the primary objective. the
study evaluates and compares the cooperative organizations and other marketing organizations from
a given criterion.  The criterion is bzsed on attributes such as the purchase price of cach of the

products bought. credit made available to the farmers. inputs such as fertilizer. chemicals and seed
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supplied. interest rate on loans to the farmers. location of purchase. storage made available. market
information provided. training provided. level of trust. and dividends. The study focuses the criteria
on two multipurpose cooperatives and their counterpart competitors. the wholesalers. in the Northern
region of Thailand. The study critiques these organizations from the perspective of the rural farmers
in this region. The study makes a comparison between farmers who scll agricultural produce to a
cooperative and farmers who sell agricultural produce to the wholesalers by also comparing
socioeconomic vartables The study trys to determine what attributes associated with each of the
market agents are viewed as important and how these attributes may differ depending on whether the
farmer sells to a cooperative organization or to a wholesaler. There is emphasis in the study on the
following

I companson of agncultural product pricing by the cooperative and other marketing agents:

2) services provided by the cooperative and other marketing agents:

3) credit arrangements by the cooperative and other agents.
The speaific abjectives of the thesis are to answer the following questions.

I Are there differences in farmers perceptions of cooperatives and other market agents”

21 Are there ditferences in the decision-makers’ choice between the cooperative or wholesaler

depending on the agncultural product sold?
31 Are there differences between farmers versus managers perceptions of the cooperative(s)?
41 Are cooperatives necessany for helping the farmers mcrease agricultural productivity, and
improving the tarmers” bargaiming power in marketing their farm products?

S1Are multipurpose cooperatives serving the needs of farmers?
1.4 Nature of the Analysis

There are a number of successtul cooperatives m Thailand and they have a high level of
member participation in their economic operations, good repavment ratio on foans. high volume of
savings by members within the cooperatives and strong group effort by members in general. The
Sanpatong and HangDong multipurpose cooperatives in Northern Thailand are generally considered

to typify such successtul cooperative enterprises. It is hoped that this studv may provide important

mformation for farmers. the Sanpatong and HangDong cooperatives. Cooperative League of Thailand.



agriculture extension officers in Thailand. and for the Government of Thailand to use under the

guidelines of the National Economic and Social Development programme.

1.4 Thesis Organization

The thesis is divided into seven chapters. The first has provided the background to the study
and introduced the nature of the problem.

The second chapter introduces the theoretical background on agricultural cooperatives.
outlines cooperative market strategies and game theory. profiles issues concerning cooperatives in
developing countries. and discusses the role of government. The chapter also includes a review of
the performance of cooperatives in the Asian region.

In the third chapter. the study reviews the history. structure. and performance of agricultural
cooperatives in Thailand. The focus of the chapter is to familiarize the reader with the historic record
of cooperative organizations in Thailand and their progress to date.

The fourth chapter explains the study area. the cooperative organizations and the research
methods. There is a discussion on the selection of the study area. gencral description of the study
area. an explanation of the sample selection process. details on the Sanpatong and HangDong
cooperatives. outline of the objectives of the questionnaire and a discussion of the method of data
collection.

The fifth chapter presents the data obtained from the interviewing process and the discussion
of the findings in the context of the socioeconomic profile. economic profile. marketing profile. and
the credit profile. The chapter analyzes the characteristics of the individual farmers and breaks down
the different attributes characteristic of the marketing agents. lending agents. and the input supply
agents.

The sixth chapter provides data analysis using tabulation tables and empirical econometric



models: and a discussion evaluates the results of their application. Binomial and multinomial random
utility models are used to analyze the data from the interviews. The final chapter summarizes the

important findings of the study and its limitations and implications for further study,
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Il Theoretical Background on Cooperatives
2.1 Introduction

In many countries. there has been a concerted effort by people with a common interest to
work together as groups and combine their scarce resources in the formation of an organization called
a ‘cooperative’.  Because of economies of scale the cooperative provides a potential means of
improving peoples' lives while maintaining peoples' independence and their way of life. Within this
context. agriculture producers have formed cooperative associations to defend and look after their
own needs in obtaining credit. purchasing and marketing. transportation. obtaining inputs. and other
services.

The agriculture cooperative in its ideal form is defined as a democratic. self-reliant
organization owned and managed by members who contribute share capital. time. and labor for the
purposes of achieving efficiency and improving their economic position through an increase in

revenue and a reduction of costs with a better provision of services (Braverman et al .1991).

2.2 Cooperative Market Strategies and Game Theory

The economic theory of cooperatives has been developed from cooperative principles and
the assumptions about how cooperatives should operate. Early theory was outlined by Hctmberger
ard Enhe and more recent advancements by Sexton, Staatz and Cotterill. The theory as summarized
in this subsection should help clarify the arguments concerning the conduct and performance of
cooperatives as defined by the authors above. The approach taken is based on the assumption that
cooperative organizations have predetermined objectives that may be different than those of investor
oriented firms (I0F). For example. the cooperative may want to secure maximum return to members
rather than maximum return to shareholders. The cooperative. like its counterpart the IOF. may also

intend to maximize operational efficiency. maintain and expand facilities. plan to increase market



share. and achieve a reasonable return. However. the cooperative organization's objectives and the
IOF's objectives could differ if the cooperative's main objective is not to maximize profit. For
example. the cooperative's main objective as a supply cooperative could be to minimize the price the
member pays for input supply. equate average revenue with average total cost. or to maximize the
total returns to members as a group.

In the diagram below. Figure 1. the different approaches that a supply cooperative operating

in an imperfect market and environment could follow are outlined.

Figure I: Supply Cooperative Analysis

Price

[

G Q@ MR p  Quantity

Source Schmvesing. Brian, “Economic Theory and Its Apphication to Supply Cooperatves.” in Cooperauves m
Agnculture. Edited by David Cobia, 1980

If the cooperative was to operate just as the IOF it would only sell QI to its members by
charging price 1. At point A. the cooperative would maximize profit to return to the members as
dividend pavinents. However if the cooperative was in a monopolistically competitive market. the
cooperative could equate average total cost (ATC) with average revenue (D) and supply Q3 to its
customers. At point B. the cooperative would realize a lower price but it would not capture above

normal profit as it would if it were to maximize profit. The cooperative could maximize surplus



returns to patrons by equating marginal cost (MC) and average revenue (D) at point D. The other
alternative would be for the cooperative to minimize the price charged to its members by charging
price P5 where MC is equal to ATC. At point C. the cooperative would have an unstable
equilibrium where the members are wanting to buy more than the cooperative could supply at the
price to equate ATC=D. To achieve the minimum price the cooperative would have to either charge
a higher initial price at P2 and return the profit to the members. (assuming the members don't link
initial price with dividends distributed). or restrict the quantity of supply the members could buy
from the cooperative.  The case for the supply cooperative, the marketing cooperative's objectives
and those of the IOF may be different if the cooperative is trying to maximize the price received by
members instead of maximizing profit. if it is trying to only break even by equating net average
revenue product (NARP) with supply (S). or is maximizing the patron surplus where supply (S) is
equal to marginal value of product (MVP). In Figure 2. alternate approaches the marketing

cooperative could follow are outlined.

Figure 2: Marketing Cooperative Analysis

Price

P
P4

P3

P2

P1

Q! d: » Quantity

Source: Schmiesing. Bnan. "Theory of Marketing Cooperatives and Decision Making.” 1n Cooperatives in
Agriculture . Edited by Dawvid Cobia, 1989



If the cooperative organization maximizes profit like any IOF it wou'd equate the price at P4
where marginal value product (MVP) is equal to marginal outlay (MO). However. at price P4 the
individual producers have an incentive to increase output (e.g. until the supply reaches point E) but
in this process. price is driven down and is therefore increased to B. The cooperative could not
achieve point A. maximizing profit. unless they could somehow restrict output and clearly distinguish
dividends from the output sold to the cooperative. If the cooperative's objective was to attain a break-
even price. the price would be set where the producer's aggregate supply (S) intersects the Net
Average Revenue Product. at point B. At this production level no profits would be made by the
cooperative and hence the producer's profit would only be the producer surplus. At point B,
producers lack an economic incentive to alter their output level from Q3. At production levels below
Q3. the price would exceed the marginal cost of producing additional output and would therefore
encourage producers to increase output until price goes down to P3 and output Q3 was reached. The
cooperative could maximize the patrons’ surplus by equating MV'P and S at point F. The welfare of
the patrons could be maximized by achieving an optimal combination of price and dividends
distribution. Another alternative the cooperative mav choose would be 10 maximize the price recerved
by members by settin; price where Marginal Value Product is equal to NARP. At point C. producers
would receive a price PS. but the producers at this price would want to increase output to equate the r
marginal cost of production to the price received at point D. The maximum price. P35, could only be
maintained if the cooperative was to restrict ourput at Q1 and somehow clearly distinguish dividend
distribution from the price paid for the output sold.

If the cooperative organization was to maximize profit at point A or maximize the price
received by members at point C. output would have to be controlled. The cooperative could restrict
output only by implementing enforcement schemes such as marketing quotas, marketing orders.

grading systems. penalty action. and‘or by means of group member education. The most direct way

10



to do this would be to restrict membership or to restrict volumes of the product that could be sold by
each member while allowing no new members. If the cooperative imposed quotas or some other
measure of restriction. it would also likely need to enforce penalties for overproduction. The
penalties. if strict enough, could ensure that overproduction would not be profitable for those
producers who over produced. If the cooperative was successful in achieving higher prices for its
members, it may have the consequence of establishing an entrance fee or cost for those whe wanted
to join the cooperative. The cost or fee would then represent a barrier to entry for new members.

An alternative way the cocperative could attain maximum profits without need for quotas or
penaities would be if the members were educated about the need for cooperation in achieving their
common objective and all members abided by the common rules set by the cooperative organization.
However. then there are the problems associated with free-riders and common property rights.”

To illustrate the predicament of the free-rider in the context of the cooperative organization.
Staatz (1978) used the concept of a 'prisoner's dilemma’ where there are two individuals and two
possible strategies. cooperating with the other player or defecting and acting independently. In the
game. the pavoffs to each plaver are higher if buw cooperate. but there is an incentive for each plaver
to defect even though each knows that their opponent is likely to do the same. There are two
characteristics which lead to a pareto-inferior outcome. the individuals are unable to communicate
with one another and the game is only played once. In the context of the cooperative. the prisoner's
dilemma could result in unfavourable conclusions (e.g.lack of cooperation) because each individual
need not join or patronize the cooperative leading to a gradual decline in the organization's ability to
provide goods or purchase production. It could also be suggested from the prisoner's dilemma that

members may not have an economic self-interest to try to discipline cooperative management because

2A free rider is an individual who benefits from a collective action but does not pay his or her share
of its costs and common property rights occur when exclusion from the collective benefit is not possible or
viable (Braverman et al..1991).



for the individual the costs exceed the benefits. Collectively members have an economic incentive
to ensure that cooperative management work for the interests of the cooperative.

If the strategic game outlined above was to be extended for more than one period. the
outcome for the cooperative could be different. For example. the members may have an incentive
to continue to cooperate in each period on the premise of the action by the opponent in the previous
period. If the two individuals have learned to cooperate the actions in each period may be made for
the collective good. The prevailing ideology may suggest that cooperative loyalty depends on the
following hypotheses outlined by Staatz (1987):

(1) Cooperative lovalty is greater among those who will be farming for an indefinite period
compared to those who are near leaving farming:

(2) Cooperative loyalty increases as the penalties for dislovalty are increased:
(3) A farmer’s cooperative lovalty decreases as he or she becomes more indebted:

(4) Cooperative lovalty is greater in small cooperatives than in large ones.

Although in specific situations the frze-rider problem may lead to inefficiencies or inequities.
according to Cottenill (1987). in general. the free-rider problem may not be important. For example.
Sexton (1984) asserted that the optimum level of patronage in any situation was depandent on the
form of the individual demand or supply functions for members and potential members. If the
members and nonmembers receive benefits from marhet price reductions on supplies or higher prices
tor production sold to the cooperative. the free-rider problem and production restriction:s may not
matter. As quoted from Sexton (1984). "even the most selfish mernbers would have no incentive to
limit entry into a co-operative which was operating in a range of increasing returns to scale. ' Besides.
in the long run in a perfectly competitive market. the cooperatives and the I0Fs will likely converge
to the same level of output. It is only in the short run that surplus profits could be obtained by those

in the market because excess profits in an open market would attract new firms or cooperatives to



enter. The survival of any cooperative ultimately depends upon the commitment of its members to

the organization and the managers' commitment to the members.

2.3 Analysis of Agricultural Cooperatives

The cooperative enterprise may be organized for any number of specific purposes. such as
facilitating access to credit. input supply. marketing. production. processing and so on. The
cooperative may also combine any of these activities to form a multipurpose cooperative. The
multipurpose cooperative may have several potential advantages. C ooperative members can save time
by poing to one location to satisfy several different needs. The cooperative enterprise benefits from
a more efficient organization because of economies of scale. There is a flow of information between
cooperative management and members that may improve the results of one or more of the different
activities. For example. interlinking marketing and credit operations may increase repavment rates
for loans if the proceeds from the agricultural produce marketed to the cooperative can automatically
be credited as loan repayments. Joining various operztions may also increase the contact between
members and management and enhance the incentive for more active participation by members.
However. the argument against multipurpose cooperatives. is that the provision of manv Services
entails complex organizational requirements and may overload management. There is the possibility
of losing track of unprofitable activities within the overall operation of the cooperative (Bravermen
etal. 1991).

One of the principle conditions for the favorable development of agriculture is adequate
provision of credit at the right time and on reasonable terms. It is generally recognized that credit
cooperatives have an important role in achieving a reliable. efficient credit system for agriculture.
The usual functions of a credit cooperative include accepting deposits. making loans and handling

remittances. The primary purpose of an agriculture credit cooperative is to make loans to enable the



farmer to purchase inputs such as chemicals. fertilizers. and improved farm equipment. The credit
cooperative is usually more suited to the provision of short-term credit. usually for less than a vear.
As to long-term credit. cooperatives are usually reluctant to provide and handle such business.

Agricultural credit cooperatives may not be effective if they must entirely count on farmers'
deposits as their major source of funds. It may be necessary for government to provide for loans to
the cooperatives on short term or long term credit for an initial period of time.

There are a number of factors that differentiate agriculture credit from other forms of
banking. For example. agricultural credit may have the following unique problems: an inadequate
infrastructure to equate borrowing and lending: paviment schedule in constant flux due to unstable
prices and inconsistent output of agriculture produce: and influence by inconsistent government
policies.

A\ supply cooperative may be an appropriate organization to provide farmers with necessary
inputs of assured quality. at a reasonable cost for production. The supply cooperative may also help
introduce and mtorm farmers about new varieties of seed. fertilizers. agricultural chemicals. new farn
technmiques. and equipment

The creation of a marketing cooperative may produce an efficient or more efficient marketing
system by increasing the competition in marketing of farm commodities and by providing more
outlets for the farmers to disposc of their produce. The marketing cooperative mav potentially
increase farmers’ incomes by improving their negotiating position in the sale of their product. reducing
profit-margins and applying standards of type and quality of the product produced such that it meets
the needs or wishes of customers (V'an Dooren. 1982).

Marketing cooperatives may have potential problems in a competitive market. For example.
marketing cooperatives need an adequate and continuous supply of agricultural produce to remain

successful and they must compete on price with the private middlemen for the produce of members



or potential members. The cooperative must either arrange contractual obligations with its members
or depend on the loyalty of members for regular deliveries because a well-financed private marketing
agent could offer a higher price for the farmers’ produce. The cooperative could be forced out of the

market if the cuoperauve was unable to match the financial resources of the private agent(s).

2.4 Analysis of Cooperatives in Jeveloping Countries

Cooperative organizations may have an important role to fulfill for many farmers in
developing countries such as the potential to help rural farmers finance and market their produce at
a reasonable price. At the same time :hey face numerous problems or difficulties characteristic of
these regions such as illiteracy. lack of economic knowledge. poverty. malnutrition. exploitation. and
SO on.

The credit cooperative provides an alternative credit source for the farmers exploited by
money lenders who provide credit only at very high interest rates and under very inflexible conditions.
There is also the difficulty of getting a loan from money lenders and other credit institutions who tend
to favor the large agricultural and nonagricultural operations. The private credit agencics prefer to
lend limited financial resources to large organizations whom they have better information on and thev
perceive are more efficient and better managed. The credit cooperative may be suited to many of the
conditions facing small farmers in developing countries. For example. in a village credit cooperative.
the members are likely to know each other and are in a position to judge their fellow members' needs
and creditworthiness. As well they are likely to see that the loan is properly applied to the purpose
for which it was meant. The credit cooperative is also likely to be more flexible on payment
conditions and willing to provide loans at a reasonable interest rate.

Small farmers in developing countries are likely to have little of the needed savings to finance

a credit cooperative. To establish and maintain a credit cooperative. the organizers must arrange



financing at least from external sources such as the government or other institutional organizations.
This may create a difficult problem. as dicussed in the Asian Productivity report in 1991. whereby
small farmers who have little or no money invested in the cooperative and who may believe the
cooperative is liitle more than a government 'welfare agency’ may be inclined to feel no obligation
to repay their loans. The credit cooperative could hold the farmers' land as collateral but many small
farmers may have little or no land available for collateral.

Small farmers in developing countries are likelv to have little or no negotiating power to
achieve a fair price for their produce from the middlemen marketing and processing their produce.
As such. small farmers may have more potential to achieve a reasonable price for their produce if the
producers are also the middlemen as members of a cooperative directed toward the marketing of such

produce

2.5 The Role of Government in Cooperatives in Developing Countries

The development of cooperatives does not take place spontaneously in developing countries.
Governments usually take a role in inducing farmers to combine to form a cooperative enterprise.
The government may become involved in legislation. initiation and financing. often by establishing
a government agency to assist and supervise the development of a cooperative organization under
gindelines of appropriate legislation. The government agency supervises the internal dynamics,
incentive and control structures. and membership education with respect to the specific economic.
political. and cultural environment. The government agency may also engage in research. training of
employees in the cooperative, ensuring effective auditing. short-term and long-term financial support.
and ultimately establishing the integration of cooperative societies as a cooperative federation to
facilitate the cooperative organizations to seif-reliance and self-government (Asian Productivity

Organization. 1973).
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Braverman et al. (1991) have suggested that it is the role of the government to act as a catalvst
in helping the farmers mobilize their own human. financial. and productive resources but it is
important the government not become a permanent and/or dominant structure in the daily operation
of the cooperative enterprise. The primary purpose of government involvement is to develop a
conducive environment for local initiative by the cooperative members and the cooperative
emplovees. Government should recognize that the effort and the approach to development are more
important than the provision of significant financial resources. Braverman et al. also thought that the
government should be limited to specified conditions in which government financial help is available

to the cooperative enterprise and specify when the cooperative must be capable of surviving without

any assistance,

2.6 The Performance of Cooperatives in Other Asian Countries

Agriculture cooperatives were initiated in most countries of Asia as credit cooperatives in the
beginning of the century by their respective governments. By 1922, cooperziives had become legal
entities in all the countries in the Asian region (Sharma. 1991). Recently. governments in the region
have begun a process of amalgamating small village credit cooperatives into multipurpose
cooperatives to meet the broader needs of farmers at the village level.

Generally. governments in the Asian region have given substantial support to the promotion
and development of agricultural cooperatives. The degree of support ranged from entirely
gorernment initiated cooperative organizations to cooperative organizations receiving training.
financial. managerial. subsidy. and/or preferential assistance from the government (Asian Productivity
Organization. 1991).

In three countries in the Asian region. Bangladesh. Indonesia. and the Philippines. specific

constitutional provisions exist for cooperative development. In some other Asian countries. according



to the Asian Productivity Organization (1991). governments committed support to cooperatives either
through declared policies or their development plans. The government was involved with
cooperatives in carrying out support price operations in India. Indonesia. Japan. Sri Lanka. Thailand
and this government support may have helped build up the infrastructure facilities like warehouses.
processing units. etc.. in cooperatives ( Asian Productivity Organization. 1991).

The structure of cooperatives in the Asian region was usually designed in three tiers from the
maode! of the Japanese svstem. The Japanese system has a primary cooperative at the village level.
secondary at the provincial level. and all of the primary and provincial cooperatives are involved at
the national level. The initiation comes from the national level federations but actual planning and
implementation is done by the primary cooperatives. The other countries in the Asian region. such
as Thailand and the Philippines. have copied the Japanese model. An exception is the Korean
cooperative system. where all activities above the primary village level are carried out in a single
federation (Asian Productivity Organization. 1991). In the Korean model the initiation and planning
come from the National federation. In both models. there are effective linkages between the different
cooperatives and the different levels. The Korean system has simplified the structure of the hierarchy
but by domg so. the system may have restricted the initiative of those at the primary level.

In most Asian countries. the cooperatives and even their federations have not been able to
dwversify the nature of their operations. The Asian Productiviy Organization (1991) indicates that
m most cases the cooperative orgamzations are confined to credit. and in some cases they may supply
mputs. but they are rarcly mvolved in the marketing of agricultural products for selling either in the
domestic or export markets. Very few cooperatives have developed the necessany infrastructure for
storing. transporting. and or processing the agricultural products.

Government support has helped to expand the number of agricultural cooperatives in their

respective countries out the result has often been an overdependence of the cooperatives on



government financial support. This financial support of government has resulted in an increase in the
involvement of the government in the cooperative enterprises. This has according to Sharma (1991).
weakened the relationship between the cooperatives and their members.

The Asian Productivity Organization (1991) reported that the number of agricultural families
participating in cooperatives varied from 100% in Japan. 90% in korea. over 60% in India.
Bangladesh. Nepal. and Sri Lanka. and between 10% and 16% in Indonesia. Philippines and Thailand.
The different rates of participation of cooperatives for each of the countries may be due in part to the
stage of economic development of the country and the ideology of the government. For example.
Sharma (1991) stated that immediately after the war, cooperatives in Japan were mismanaged.
suffered losses. and were as bad as elsewhere in Asia but with proper planning. the cooperative
movement had become the strongest in the world.

Recently. there has been a trend toward solidifying existing organizations to improve
operational efficiency and cost effectiveness. The number of agricultural cooperatives were
considerably reduced in Japan. the Republic of Korea. India and Sri Lanka.

In the 1991 APO report the average size of membership of primary agricultural cooperatives
was 34 members in Pakistan. 42 members in the Philippines. 55 members in Bangladesh. 1.875
members in Japan. 1.329 members in Korea. and as high as 7.607 members in Sri Lanka and 2.337
members in Indonesia. The study found no apparent correlation between the success of a cooperative
and the membership size. For example. in Sri Lanka the number of cooperatives was reduced from
more than 11.000 to 285 with an average membership of 7.607: however. the overall improvement
in the operation of the Sri Lankan cooperatives seemed to have been only marginal. On the other
hand. with very iow membership in Bangladesh. Pakistan and the Philippines it was observed by the
Astan Productivity Organization (1991). that cooperatives couldn't maintain a cohesive and loyal

membership to provide a variety of other services.



In countries such as Japan. Republic of Korea. Peoples’ Republic of China and India.
cooperatives have contributed substantially to agricultural production. marketing. and processing.
Other countries in the Asian region such as Thailand have failed to improve substantially the
conditions of rural families. Cooperatives in countries such as Thailand are operating cooperatives
more as individual institutions than as an agricultural cooperative system (Asian Productivity
Organization. 1991).

The cooperative movement in Asia. with the exception of Japan. South Korea. Peoples'
Republic of China. has not developed self-reliant cooperative structures. There still do not exist
effective linkages between the ditferent levels of the cooperative hierarchy and furthermore. the
membership remains low in numbers. As Sharma (1991) observed. "though progress has been made
in many sectors. cooperatives still have a long way to go to build themselves into a well perceived and

functioning economic svstem ”



"I Perspective on Thailand
3.1 History of Cooperatives in Thailand

In 1916. the first village credit cooperative in Thailand was established by the government
to help relieve rice farmers from a credit shortage and to help the rice farmers expand their rice
production. The cooperative movement was slow to expand during the early 1900s and agricultural
cooperatives remained as small credit cooperatives at the village level. There were only 81 village
credit cooperatives in 1927 (Machima. 1976:25). It was not until 1928 when the government created
a new farm act to help promulgate various types of cooperative associations that there was a rapid
expansion of cooperatives both in terms of numbers and types. This was due to the promotion of
cooperatives by the government to meet the increasing needs of farmers.

Single-purpose cooperatives were formed to deal specifically with a variety of different needs
of the rural farmers. [or example. cooperatives supplied farm products for input needs such as seed.
chemicals. and fertilizers. marketed and/or processed rice. and most importantly provided agricultural
credit. The number of village credit cooperatives throughout the country increased rapidly between
1933 and 1952, By the end of 1952 there were about twenty tvpes of agricultural cooperatives
totaling 9.294 cooperative societies. The small credit cooperatives were the largest group. accounting
for over 95 percent of the total number of cooperative societies ( Suphaphiphat. 1979).

The first marketing cooperative in Thailand was organized in 1938 to help rice farmers. At
the end of 1938. five marketing cooperatives had been formed and the number reached a peak of 118
marketing cooperatives in 1957.

The Bank for Cooperatives was organized in 1943 to provide financial assistance to the
increasing number of agricultural cooperatives. It was replaced in 1966 by the Bank for Agriculture
and Agricultural Cooperatives (BAAC). The BAAC had only five branches serving 24 agriculture

areas at the end of its first year of operation. By 1989. it had 564 field offices staffed with credit



supervisors to appraise farm assets. assist in loan applications and provide training in credit use
(Sharma. 1991).

The government introduced the first multipurpose production cooperative in 1959 as a pilot
project. The cooperative was set up. according to Toommanee (1991). as an example of organizing
group farmers at the district level sharing capital and increasing membership. In 1968. the
government created a new cooperative act to improve the structure of the cooperative system. The
act encouraged the amalgamation of single-purpose cooperatives with similar objectives into
cooperative federations. As a result. the act also encouraged small village credit cooperatives to
merge into multipurpose operations covciing a wide range of activities that included the provision of
credit and supplies. and the marketing and processing of farm products. The achievement of the
amalgamation of small cooperatives into large multipurpose federations resulted in a smaller number
of larger-sized agricultural cooperatives.

In 1981 the Thai government in response to an ineffective and inefficiently administered
marketing system introduced a new cooperative marketing programme to link the activities of priman
agricultural cooperatives and their federations at a provincial level into a cohesive system especially
designed to supply credit and rice marketing activities. The objective was that all cooperative levels
would work together to achieve a systematic management system to improve the efficiency of rice
marketing. reduce marketing costs. improve farmers' income and loan repayments. Toommanee
expressed an opinion that these measures had to some measure been successful. There were a number
of successful cooperatives with a high level of member participation. improved repayment of loans.
and a greater volume of savings by members. Furthenmore. Toommanee quoted that the total business
of cooperatives societies in the 1987 fiscal year was a respectable amount of 4.462 million baht. with
a net profit of 297 million baht. On the other hand. Toommanee noted that there still remained a

number of problems such as a lack of skilled labor to manage the cooperatives. detrimental
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government policies and so on. As well. from 1981 to 1988 the volume of rice processed by

agricultural cooperatives increased only from 115.452 mt to 120.019 mt.

3.2 Structure and Analysis of Cooperatives in Thailand

The structure of agricultural cooperatives is at three different levels. with "primary society"
at the local or district level, "secondary society" at the provincial level. and the "apex society" at the
national level.  The interrelationship among the three different levels is illustrated in fipure 3.

The primary society is comprised of individual farmers at the district or Jocal level. Each
primary society consists of various groups of farmers ranging from five to 30 groups. The purpose
of the primary agricultural cooperative societies is to engage in the provision of agricultural inputs.
marketing and processing activities such as rice milling.

The secondary level or provincial federation consists of an association of at least three or
more societies in a particular area. The provincial cooperative federations purchase rice and other
products from the primary cooperatives and from the farmers. and operate rice mills,

The national level consists of primary and secondary societies. The Agricultural Cooperative
Federation of Thailand (ACFT) is the apex society of agricultural cooperatives throughout Thailand.
The main activity of the ACFT is to supply agricultural inputs and market agriculture products
obtained from the provincial cooperative federations. The ACFT also is respo::sible for exporting
staple products such as rice and importing fertilizer to supply to the primary societies. All types of
cooperatives at all levels are affiliates of the Cooperative League of Thailand (CLT). The purpose

of the CLT is to promote and educate as well as represent the cooperative movement in Thailand.



Figure 3: Structure of Agricultural Cooperatives in Thailand
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The main business function for many agricultural cooperatives is to provide credit by
accepting deposits and lending money. The cooperative provides credit to members both in cash and
in goods. depending on the needs of the members. Normally. the cooperatives provide credit
according to the members' production plans, members' income and their ability to repay the loan.
According to the APO in 1991, the agricu:!tral cooperatives only provided production loans. i.e..
short-term loans maturing within 12-15 months, and medium-term loans maturing within three years
at an interest rate of 12.5 percent per a year. The credit line for each member was set not to exceed
80.000 baht. and short-term loans were not to exceed 40.000 baht and loans could only be granted
against joint liability of a group with not less than ten members. Loans above that amount had to be
secured by a mortgaize of immovable properties.

The Bank ot Agiiculture and Agricultural Cooperatives (BAAC) and the Cooperative
Promotion Department (CPD) are the main sources of funds tc finance the primary cooperatives. The
BAAC provides credit to agricultural cooperatives and farmer organizations. The CPD promotes and
supervises the cooperatives. establishes laws and regulations goveming the operations of the
cooperatives. and provides financial or material aid to the cooperatives.

Marketing is one of the most important activities of agriculture cooperatives. Cooperatives
have been carrving out marketing for such crops as rice. sovbeans. garlic. onions. maize. rubber. and
sugar cane. In the first stage the local cooperative may buy or collect a product from its members and
sell the product to a district cooperative or directly to a wholesaler in Bangkok. In the second stage.
the district cooperative may sell or process the product. then sell it to the consumers in the area. or
it may sell to the Cooperative League of Thailand (CLT). In the final stage. the product is either sold

to the consumers in Thailand or exported.
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Lamming (1980) in a FAO study. reported that there had been serious policy divergences
between the BAAC and the CPD which. if left unresolved would impede cooperative activities. The
ACFT was for all intents and purposes bankrupt. The report discussed the problems shown by survey
done in 1978, which found 500 of 700 primary agricultural cooperatives lacked a full-time manager.
Lamming stated his concern about the cooperatives’' means to provide reliable services given the
inadequate managerial personnel and their lack of managerial capability. Lamming found that there
were virtually no efforts to develop an adequate system to supervise production loans to farmers or
to ensure their repavment. The report stated that there was no svstematic way for all farmers to obtain
farm supplies at suitable prices. or to sell their products on more favorable terms than in the private
market.  The cooperative system had a duplication of effort and wastage of labor because several
different departments in government were promoting cooperatives without coordination and without
reference to any single government policy umbrella. Lamming also stated that although there had
been improvements in member-participation. greater volumes of savings by members and even
improvements in loan-repavments. that in the majority of cases the performance of agricultural
cooperatives had been unimpressive. The report concluded that members believed or perceived that
cooperatives were little more than channels for loans which recipients need not feel obligated to pay
because members had little responsibility for a cooperative's success or failure.  The report
reccommended the need to strengthen the management traming programme for agricultural
cooperatives. notably n order to promote the availability of management skills and improve the
quality of available managerial personnel.

In a study in 1979 by P. Suphaphiphat for the years between 1954-1976 as reported in the
book by David Wong. the extent of success and failure of cooperatives were measured by looking at
the volume and growth of services and data on profit. Suphaphirhai compiled information on the

loan-repayinent ratios. members' deposits. value of purchase and sale. and rates of return. The success



of a cooperative was to be reflected from improvements in the loans-repayment ratio, increases in
members’ deposits. increases in the value of supplies that members purchased and value of products
marketed by farmers through their cooperative. and improvements in the profit-capital ratio.

The success-failure index extracted from Suphaphiphat's study for the years between 1954-76
is in Table 1. The index is a composite derived on equal weight being put on each of the four
elements selected: loan-repayment ratio. members' deposits. value of purchase and sale. and profit-

capital ratio.

Table 1: Activities and Success-Failure Index of Thailand Agricultural Cooperatives
between 1954-75 (1969=100)

Loans-Repayment Members' Value of Profit
, Ratio Deposits Purchase and Sale Capital Ratio
T
Year Ratio Index Baht Index Baht index Ratio index Success-Failure
1954 0841 1300 222 156 - - 0033 1138 86 5
1955 1016, 1485 465 326 - . 0032 110 3 97
1956 0870 ] 127.2 715 50 1 - - 0024 828 86 /
1957 0 70€ 103 2 941 659 - - 0023 7913 828
1958 01,48 947 114 1 800 - - 0023 793 847
7959 0.900 1316 163 9 114 9 - 0023 793 108
1960 0855 1250 186 8 1309 - - 0023 79.3 1117
1961 1020 149 1 2235 156 & - 0023 7913 1283
1962 1080 1579 195 7 137 1 - 0025 862 1271
1963 1027 150 1 246 7 1729 - - 0029 100 0 1410
1964 Qa7 143 0 2398 168 1 - - 0033 1138 1414
1965 0790 1155 2376 166 5 . - 0036 124 1 135 4
1966 0945 1382 2531 1774 - . 0032 134 6 150 G
1967 0797 116 5 2111 147 9 . - 0034 1172 127 2
1968 0735 116 2 174 8 122 5 620 5 121 1 0037 1276 1219
1969 0 684 1000 142 7 100 0 512.2 100.0 0029 1000 100 G
197¢ 0949 138 7 1146 803 530 9 103 7 0039 134 5 1143
1971 0.932 136 3 98 4 69 0 5799 113.2 0034 1172 108 9
1972 0571 825 40 4 283 690 3 1348 0027 93 1 849
1973 1.008 147 4 796 558 796 1 1558 0038 1340 1225
1974 0 746 109 1 117 8 82.6 1041.4 2033 0.036 124 1 129 8
1975 0 682 997 120 4 84 4 1071 3 208.2 0.046 158 6 1380
Average 0 856 1255 1453 1018 730 60 142.6 l 0.031 107 5 1150
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The values from the Table 1 indicate that agricultural cooperatives did not achieve much
progress between 1954-1976 according to the measures the researcher observed. This was in spite
of an average annual increase of 14.1% in government spending allocated to agricultural cooperatives.
According to Suphaphiphat the failure of the government to achieve much progress in improving the
cooperative system may be due to following reasons: dispersion of activities among different
government agencies resulting in an obvious lack of coordination. duplication of efforts. conflicts of
interest. and inefficient utilization of limited resources: politically motivated administration of
cooperatives: direct control of the cooperatives by the government distorting the objectives of the
cooperative.

in 1991. Dusit Jesdapidat et al. of the Maejo University conducted a study. "Improving
Soybean Marketing Efficiency and Alternatives of Ban Maejo. Amphoe Maetan. Chiang Mai
Province.” They reported the following conditions in their study: a monopsonistic merchant: advances
of production credit from the monopsonistic merchant: farmers sometimes obligated to sell their
soyvbeans to the monopsonist in order to repay the credit taken earlier: farmers paving excessive real
interest rates for their credit in the form of depressed local prices: no standard grading procedures:
and prices that included a hulling fee that was charged for the usc of the monopsonist's
machine.

The conclusions from their study emphasized the need for the promotion of grouy marketing
and tor informal training that would allow farmers to better understand the marketing practices of
soybean merchants.  The fanmers from Ban Maejo village expressed the desire for more training and
a need for group marketing. but indicated they had little confidence in their ability to cooperate

together in marketing their farm produc-.



IV The Study Area and Research Methods
4.1 Selection of the Study Area

The study was conducted in the Sanpatong and HangDong districts which are approximately
15 kilometres south of the city of Chiang Mai. In the Sanpatong district there is the town of
Sanpatong and another 92 villages. The HangDong district includes the tow~ of HangDong and many
other much smaller villages. Figures 4 and 5 are maps of the Sanpatong and HangDong districts.

The Sanpatong district is served by a multipurpose cooperative in the town of Sanpatong. by
another cooperative purchasing onions in a rural village on the perimeter of the district. at least one.
maybe two wholesalers in Sanpatong. and many wholesalers in the rural villages in the district. The
HangDong district is serviced by the multipurpose cooperative in the town of HangDong and several
wholesalers in the region. The Sanpatong and HangDong districts were selected for the study for
several reasons such as the following: the two districts enclosed a wide choice of agents that farmers
could use to market their produce. borrow financial resources. and obtain input supplies: the area
provided a suitable setting to compare wholesalers and cooperatives or compare the two cooperatives
with one another: the two cooperatives were cases of successful cooperatives in Northern Thailand:

and the district was conveniently located to the city of Chiang Mai and Macjo University.



Figure 4: Map of the Sanpatong District in Northern Thailand

(Scale: The Sanpatong region is approximately 68.000 times the size of the one page map).

Source: The Sanpatong District Office



Figure 5: Map of the HangDong District in Northern Thailand

(Scale: The size of HangDong district is approximately half the size of the Sanpatong district).
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Source: HangDong District Office



4.2 General description of the study area

The Sanpatong and HangDong districts include many small scale farmers harvesting staple
products such as rice. soybeans. onions. garlic. and some growing 'logan’ fruit. The farmers generally
harvest one crop or two crops in each year by rotating their crops between rice and soybeans. garlic.
or onions. According to the district handbook. the growing periods for rice. soybeans. and garlic
grown in the region are the following:

Rice - July to May:

Sovbeans - December to May:

Garlic - December to April.

Farmers often consumed some or all their rice production while selling their produce of
sovbeans. onions. garlic and remaining rice to their respective cooperative and or wholesaler in their
region. Some farmers further supplemented their income by having family members working in the
factories in the surrounding regions

The mean average land holding by each farmer interviewed from the Sanpatong district
consisted of 4 rai’. Generally. few of the farmers had the means to immigate their land and therefore
they had to rely on nature In most situations the farmers hive ¢lcs¢ to each other in a village setting

and from them village they can walk to their fields in the area surrounding the village site.

4.3 Selection of the sample

In the Sanpatong district six of the 10 subdistricts were included in the interviewing. The
subdistricts in Sanpatong and the number of interviews made in each subdistrict are given in Table
2. The villages in the Banmae subdistrict and the number of interviews made in each village in the

Banmac subdistrict are given in Table 3. There were 385 farmers interviewed from the Sanpatong

district and of those. 269 were from the Banmae subdistrict,

)
“Approximately 0 o hectares or (0 395 acres are equivalent to | rai

‘ad
1A



Table 2: Sanpatong SubDistricts

Tble 3: Banmae Subdistrict

Subdistrict # of Questions Subdistrict of Banmae # of Questions
Banmae 269 Banmae 24
Narmbarlhaung 20 Bansan 23
Toonsatoge 29 Barden 20
Markarmihuang 19 Ban Mhuang 20
BanKlaung 0 Ban Dong 20
Maegar 22 Tarduear 24
Toonstom 3 Peang 21
Yuvharo 6 Rongtarl 18
Sunklamg 17 Tarpong 20
‘Tarwungprao 0 Simplee 23
HangDong 35 Jaedeenumg 14
Kewlanoi 20
Rangcoon 18
Total # 420 Total # 269

In figure 6 1s the subdistrict map for the Banmae subdistrict.

)
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Figure 6: Map of the Banmae Subdistrict in the Sanpatong District

(Scale: The scale of the Banmae subdistrict is approximately' 50,000 times the area on the map on the

page).
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The Banmae subdistrict was conveniently located 3 kilometres northeast of the town of
Sanpatong. The farmers in the region predominantly grew rice and soybeans. The Banmae subdistrict
was the focus of the study because of its convenience in location to the Sanpatong townsite and the
appropriate crops grown in the region. A small number of interviews were taken from other regions
in the Sanpatong district to add to or confirm the opinions of the farmers from the Banmae
subdistrict. Four subdistricts were largely neglected in the interviewing process because thev were
deemed inappropriate for the reasons noted below.

In the Yuvhare subdistrict. bordering the highway from Chiang Mai through the Sanpatong
district. the area consisted mostly of factories. It was the opinion of the translator that the area would
be difficult to include in the interviewing process because there were only a small number of actual
full time farmers located in the area. The Toongtom subdistrict was excluded because farmers had
little or no crop to sell in the past two years due to flooding. In the Tarwungproa subdistrict and the
Banklaung subdistrict. permission had not been obtained from the subdistrict leaders. The subdistrict
officials in charge of these areas could not be located for obtaining permission on the dates the
researcher was in the area.

There were also mountainous or upland regions in the Sanpatong district that were not
included in the interviewing process because the farmers in these areas belonged to different cultural
groups. referred to as ‘hill tribes’. Hill tribes spoke their own languages and had their own agricultural
methods of farming. They usually either grew agricultural products for their own village consumption
or sold the produce directly to the consumers in the city of Chiang Mai.

In the HangDong district. 35 people were interviewed from three different regions. These
three regions were conveniently located while other regions in the HangDong district were missed for

generally the same reasons as stated for in the Sanpatong district.

(3]
(9}



The interviewing process involved obtaining permission from the district offices in Sanpatong
and HangDong. followed by getting permission from each subdistrict. and then by getting permission
from each of the village heads in each subdistrict. After permission was obtained from the village
head the interviews were selected randomly within each village. In the Banmae subdistrict for

example. there were 13 townsites and approximately 14-24 people were interviewed in each townsite.

4 4 Review of the Sanpatong and HangDong Cooperatives’

The Sanpatong cooperative was established in the 1930s and had since expanded to 7.200
members in 1993 According to the manager of the Sanpatong cooperative. as of November. 1993
the cooperative was expanding by approximately 600 new members each vear. The cooperative had
74 employces on the payvroll. The cooperative marketed rice and sovbeans and increased marketing
activities to include garlic in 1993, The cooperative sold supplies such as fertilizer. chemicals. seed.
gas. and equipment to any individual. member or nonmember. The cooperative also offered credit
for inputs sold to members on arranged credit periods of one manth. six months. and vear. The
mterest ;'atc charge was 11% but no gas was sold on credit. The cooperative oftered cash credit to
members up to the limit of 150,000 baht for up to three vears. The interest rate charge was 11% for
less than 60.000 baht and 12° tor loans greater than 60.000 baht. The cooperative held land as
collateral for loans and charged 3%o surcharge for late pavments. The cooperative obtained funds for

lending from the Bank of Agriculture and Agricultural Cooperatives (BAAC) at 8%6 for less than
¢ ¢ g p

60.000 baht. and 9.25% for more than 60.000 baht. A 3% surcharge was applied on late pavments.

*Information comes from the manager of the Sanpatong Cooperanve, interviewed on November th. 1993
and two manazers of the HangDony cooperative nterviewed on November 9th. 1993 The content of an
interview with the onion cooperative 1s in Appendix F



The cooperative purchased all produce from farmers at the plant site in Sanpatong and all
transportaiion was the responsibility of each farmer. Any farmer could sell to the cooperative while
membership was restricted to any individual obtaining income from farming in the Sanpatong district
over the 20 years of age.

i3 1993, rice prices varied from the low of 4.2 baht/kg to a high of 5.2 baht'kg. All farmers
received the same price. however. differences in moisture content were adjusted according to the
weight. The price was highest just before harvest and the price was lowest after harvest. The price
of soybeans varied according to an unclassified grading system based on moisture content. crackage.
and cleanliness or foreign matter in the crop. Good quality sovbeans could get 8.5 baht’kg while poor
quality soybeans could only get 6.5 baht/kg. Poor quality soybeans were generally too high in
moisture content. had too many cracked seeds. and had a substantial amount of weed seeds or dirt in
with the sovbeans. The price of sovbeans was the same for the entire year. Garlic prices on
November 3. 1993 were 9 baht'’kg for dry garlic of any size but the price went up and down
throughout the year. According to the manager. farmers received cash for their produce the day of
delivery except any delivery made on a weekend which would receive payment on the Monday-.

Rice was processed at the plant by polishing it for shipment to Chiang Mai while sovbeans
and garlic required no further processing before shipment to either Bangkok or being sold directiy to
the consumers in the Sanpatong district. In 1993. the Sanpatong cooperative sold good quality
polished rice in Chiang Mai for 9.6 baht/kg. The polishing costs for processing rice averaged 4.34
baht’kg. Medium quality unpolished rice sold 1: Chiang Mai received a price of 4.5 baht'kg and low
quality unpolished rice received 4 baht/kg. Sticky rice was sold at 8 baht’kg after processing.
Soybeans were classified at the plant and sold in three grades: A - 9.7 baht/kg: B - 9 baht/kg: (' - 8
baht’kg for shipment to Bangkok. Sovbean shipment costs to Bangkok were 0.3 baht/kg. Garlic had

vet to be sold because it was the first year the cooperative had purchased the product.



The coonerative had storage facilities for storage up to six months. Farmers could store rice
and sovbeans at the plant site until there was a higher price provided that they paid a 2% charge of
the selling price.

The manager stated that the Sanpatong cooperative provided training to its members by
having group traming in the village sites on fertilizer use. chemical use. and a chemical safetv course.
The coopcerative also had training and advice on machineny use. repairs. and maintenance. The
Sanpatong cooperative provided market information at the plant site on a pricing board and provided
market information on request. such as what to grow and when to sell. The manager believed that
most farmers generally understood the topics of discussion in group training. however. the manager
did go on to menuon that he felt that some farmers mav not have enough basic education to
understand simple discussions on chemical and fertilizer use. seed planting. etc...

According to the manager. the Sanpatong cooperative made five million baht profit in 1992
The profits from the cooperative were distributed to the farmers as dividends. used for capital
purchases, tor training programs. and as bonuscs to good workers at the cooperative. Dividends were
distributed to the tarmers as 0,15 baht kg for rice. (.02 baht kg for sovbeans. Dividends were also
given to people who lent cash o the cooperative for loan purposes. while 10°, of protits were sent
to the Cooperative | eague of Thatland to help other cooperative organtzations become established.

The HangDong cooperative was established in 1971, and had expanded to 2.013 members
by November 1993, According to the managers interviewed as of November 1993, the cooperative
was expanding at the rate of about 100 new members in each vear. The cooperative emploved 11
people

HangDong members were required to have hived in the HangDong district. be of honest

standing. over 20 vears of age. not have had credit from another organization to pay back. and had



never been rejected from another cooperative. Anyone could sell to the cooperative but only
members could receive dividends.

The HangDong cooperative had purchased soybeans. rice. and garlic from the HangDong
district for the past four years. Before the cooperative marketed produce, it was a credit cooperative.
The cooperative aiso sold fertilizer. chemicals and seed and sometimes livestock feed. Credit was
offered by the cooperative as cash credit and could be used for purchase of inputs from the
cooperative. No credit was to be lent to farmers for the purposes of buying from another agent. The
farmer couid borrow up to a limit of 300.000 baht at 12.5% per year for up to five years. Credit
arrangements were for 6 months at 10%. | year at 11.5%. 2 vears. 3 years. and four vears at 12.5%
depending on the farmers needs. The credit arrangement for 6 months at 10% was for input purchases
from the cooperative. The cooperative held land as collateral and there was a 3% surcharge for late
pavments. The cooperative borrowed money for the purposes of making loans at 6% from the
Extension Department of the government and at 9.5% from the BAAC. The BAAC Ient small sums
of money to the farmer at no credit charge if the farmer had severe financial probiems.

Rice and sovbean products were differentiated for moisture content and cleanlimess. and
priced accordingly. There were however. no classified grades or weight adjustments for different
moisture contents.  Sticky rice was priced at a lower value. Garlic had the same price for all sizes and
there was no procedure for grading.

The price of rice ranged between 3.5 and 4.2 baht'kg depending on quality and the time of the
year. The price of soybeans ranged from 6.9 baht/kg to 9 baht/kg depending on the quality and time
of the vear. Garlic was 9 baht/kg at the date of the interview but varied during the vear.

In 199. the HangDong cooperative was selling all the products domestically to wholesalers
in Chiang Mai and Sanpatong. The HangDong cooperative didn't process any of the products and

cost for shipment to Chiang Mai or Sanpatong was 0.2 baht’kg. The cooperative sold rice at a pricc



range between 1.5 and 5.5 baht/kg. rice at a range between 8.5 and 5.5 baht/kg. and garlic at 10
baht/kg.

The HangDong cooperative had storage available at a cost of 0.2 baht/kg and the cost was
deducted from the farmer's price when sold. Few farmers stored produce for later sale because the
majority of farmers were short in cash.

The cooperative provided training in the villages and had a cooperative school for the
daughters of the farmers. The cooperative also provided market information to new members on
pricing and credit. However. the cooperative stated that the farmers may have wished for more
training and market information than was provided. The managers also stated that some farmers
could have obtained the training in the village from the wholesalers selling inputs.

According to the managers. the HangDong Cooperative made approximately three million
baht in profits in 1992, The profits were distributed to the farmers. 10% to the Cooperative League
of Thailand. for capital purchases. and to good workers as bonuses. The dividends were divided for
distribution at 6°o to lenders. and 2% to input buvers.

The Sanpatong and HangDong cooperatives are primary cooperatives under the umbrella of
the Cooperative League of Thailand (CLT). They operate independently while following the same
basic rules and regulations as outhned by the CLT, They cooperate with each other for some
mutually beneficial activities such as cooperative emplovee training. etc ..

The Sanpatong cooperative and the HangDong cooperative npify the successful cooperative
enterprises in Thailand. The Sanpatong cooperative is the more established and larger of the two
cooperative associations. The Sanpatong cooperative is generally considered a role model for other

cooperative enterprises in Thailand.”

* Verbally quoted by Dr Dusit Jesdapidat and Dr Boonrawd from the Magjo Unrversity
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4.5 The Questionnaire

The questions for the study were chosen to provide both a socioeconomic profile of the farm
and farmer. and an analysis of their perceptions of the marketing agent(s), lending agent(s). and input
supplier(s). ~ The questionnaire progressed from general inquiries about the respondent’s
socioeconomic characteristics, to the details of the farming operation, to more specific questions
about the marketing agent(s). credit lender(s). and the input supplier(s). The farmer's questionnaire
consisted of open and closed ended questions to cross check the farmer's perceptions or opinions.
The questionnaire substantiated open-ended questions by using a closed answer scale from 1 and 5.
to query the importance and satisfaction the farmer perceived he/she received from the
marketing/lending/inputs agent(s). For example. the importance and satisfaction of the farmer about
the price received was substantiated by open-ended questions about the marketing agent, the price
received. transportation costs. storage available and so on. Questions were sometimes asked within
explicit directions or guidelines to coax an answer. This was considered to be essential to obtain more

than vague answers.

4.6 The Data Collection

The data was obtained from a variety of farmers in the Northern Thailand districts of
Sanpatong and HangDong by random interviewing in selected villages. The farmers from each of the
villages were randomly selected and an effort was made to choose the farmers in an unbiased way.
The sample consisted of some nonparticipatory farmers who had either consumed all their farm
produce or had never sold their agriculture products in the past year(s). This was done to avoid any
sample bias that could occur by having not included the farmers that weren't selling their farm

products because none of the marketing agents were meeting the needs of all the farmers.
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The study was completed with the help of seven students hired from Maejo University and
an another student who acted as a language translator also from the Maejo University. The researcher
and the language translator conducted some of the interviewing in the Sanpatong district and all of
the interviewing in the HangDong district. Most of the interviewing in the Sanpatong district was
carried out by the seven hired students who were responsible for scheduling and arranging the
interviewing on their own. All interviews were done in the Thai language and those interviewed by
the researcher were handled by the translator. The translator and the researcher communicated with
one another without too much difficulty in the English language. The questionnaires were pretested
in Ban Macjo by interviewing 9 different farmers. after which the questionnaire was modified to
climmate errors and inconsistencies. The students were briefed before going out to intenview farmers
and the questionnaires were translated by the researcher's translator. However. some problems were
unavoidable Translations and cultural ditferences were major obstacles in obtaining accurate. reliable
information from the questionnaircs For example. some interviewers misunderstood how they were
to ask some of the questions (i.e.grading): many farmers did not completely understand all of the
questions: and some of the farmers” answers to the questions were either unclear o vague. Those
questionnaires that were inconsistent in answers between the open questions and the closed scale of
I'to S were not included in the data analysis. Overall. despite the difficultics. it was the view of the
researcher that the information collected generally reflected the opinions of the rural Thai farmers

interviewed in the Sanpatong and HangDong districts.



V The Data
5.1 Socioeconomic Profile

5.1.1 Age

The characteristics on the variable age are broken down in Table 4 for the average age of
farmers interviewed in the Sanpatong and the HangDong districts. members of the Sanpatong
cooperative or the onion cooperative. active members of the HangDong cooperative. and farmers who

sold to the wholesalers in Sanpatong and HangDong districts.

Table 4: Comparison of the Average Age

Variable Mean for the Standard Min Age Max Age
Variable Age Deviation

Both Districts 47 68 12 21 78
Sanpatong District 47.99 12 21 78
HangDong District 44.29 8 30 63
Sanpatong Cooperative or 48.12 11.83 N/A N/A
Onion cooperative
Active Members of the 39.44 6.87 N/A N/A
HangDong Cooperative
Sel! to the Wholesalers in 47.86 13.26 N/A N/A
Sanpatong
Sell to Wholesalers in 45.96 8.14 N/A N/A
HangDong

The villagers in both districts predominantly consisted of the elderly and voung children. The
vast majority of people between the ages of 20 to 40 worked in nearby factories or in the cities of

Chiang Mai or Bangkok.
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5.1.2 Gender
The gender of 270 " the 420 people interviewed in the Sanpatorg and HangDong districts
was male. In the Sanpatong district 63.1% of the people interviewed w ere riale while 77.1% of the

people interviewed in the HangDong district were male.

5.1.3 Education

The characteristics of the variable education are given in Table 5 in the four categories of no

education. primary education. secondary education. and college education.

Table 5: Comparison of the Average Education

Variable % No % Primary % Secondzry % Coliege
Education Education Education Education
Both Districts 57 89 4.8 0.£
Sangatong Disingt € 25 833 44 0¢
HangDong Disiriae 0 S 85 0
Sanoatsng Cooperative €9 88 42 Q¢

or Cnor Cooperative

£ *ve members of the 0 778 222 O
—zmg0ong Cooperative

Sel to the Whotesaiers n 52 gg 2 47 z
Sanpatong
Sell tc the Wnolesaers in 0 9¢ 4 0
HangDong

Of those interviewed in Sanpatong and HangDong districts there were approximately 93%
with primary education or less. Of those interviewed. 5.7°6 had no education (or Jjust temple

education). 89°¢ had primary education. 4.8° had high school education and 0.5%, had a college

education.
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5.1.4 Household Size

The average size of household for people interviewed from either the Sanpatong or
Havg:Dong distncts were about four people. The average size of the household for an active member
of the Sanpatong cooperative was 3.8 people and the average size of the household selling to a
wholesalcr or somewhere else was 3.9 people. There was no significant difterence in household size
between Sanpatong cooperative members and households selling to the wholesalers in the Sanpatong

district.

5.1.5 Membership

Of the 385 farmers interviewed in the Sanpatong district 217 were members of either the
Sanpatong cooperative or the onion cooperative. The number of farmers in Sanpatong district who
sold rice to a market agent was 171: 87 farmers sold rice to the Sanpatong cooperative. 61 farmers
sold rice to the wholesalers. 10 farners sold rice to both the Sanpatong cooperative and the
wholesalers. and 13 farmers sold rice somewhere else.

The number of farmers in the Sanpatong district who sold sovbeans to a market agent was
324 701 farmers scld sovbeans to the Sanpatong cooperative. 102 farmers sold sovbeans to the
wholesalers. 12 farmers sold sovbeans to both the Sanpatong conperative and the wholesalers. and
9 farmers sold sovbeans to somewhere elsc.

The number of farmers in the Sanpatong district whe sold garlic to a market agent was 18,
1 farmer sold garlic to the Sanpatong cooperative in this the first vear the Sanpatong cooperative has
purchased garlic. 14 farmers sold garlic to the wholesalers. 2 farmers sold garlic to both the
Sanpatong coor-rative and the wholesalers. and | farmer sold garlic directly to consumers  The

average number of vears the cooperative farmer was a member of the Sanpatong cooperative was

about 10 vears.



There were 19 farmers who had been members of the Sanpatong cooperative one time or
another but had since left the cooperative. The reason the farmers left the Sanpatong cooperative were
wti. . that they were rejected by the cooperative or there was no beneficial gain represented by being
a member. The cooperative may have rejected the farmers membership because the farmer never
repaid loans overextended or that the farmer was dishonest about other loans at other institutions.

There were 53 farmers who sold onions in the Sanpatong district and of these 37 were
members of the onion cooperative in Sanpatong. Of the 53 farmers in the Sanpatong district who sold
onions. 39 farmers sold to the onion cooperative and 14 sold to the wholesalers in the district. No
onions were sold by the farmers interviewed in the HangDong district.

In the HangDong distnet. of the 35 farmers interviewed. 14 were members of the HangDong
cooperative The number of farmers in the HangDong district who sold rice to the HangDong
cooperative was 0. the number who sold rice 1o the wholesalers was 26. and 3 farmers never sold any
e The number of farmers in the HangDong district who sold sovbeans to the HangDong
cooperative was 7. the number who sold sovbeans to the wholesalers was 12. and 16 farmers never
sold soybeans. The number of farmers who sold garlic in the HangDong district to the HangDong
cooperative was 2. one farmer sold garlic to the wholesalers. 2 farmers sold garlic to both the

wholesalers and the HangDong cooperative. and 30 farmers never sold any garh.

5.2 Economic Profile

5.2.1 Income

The characteristics on the vanable income are broken down in Table ¢ for the average annual
income tor citizens of Thailand. citizens living in the Chiang Mai region and farmers in the Sanpatong

« Hane Done districts.
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Table 6: Comparison of the Average Income

Variable Mean for the #interviewed #interviewed #interviewed #interviewed #interview
Variable in less than 20-30,000 30-40,000 40-50,000 more than
baht 20,000 baht baht baht baht 50,000 baht

Thailand® 32,028 N/A N/A N/A N/A N/A
Chiang Mai 24,727 N/A N/A N/A N/A N/A
Region in

Thailand®

Sanpatong N/A 196 100 42 26 19
District

HangDong N/A 5 10 11 5 4
District

Sanpatong N/A 96 60 28 18 13
Cooperative or

the Onion ceop —
Active members N/A [¢] 2 3 4 0
of the HangDong

Cooperatives

Sell to the N/A 101 40 14 8 6
Wholesalers in

Sanpalong

Sell to N/A 5 8 8 1 4
Wholesalers in

HangDong

The response to questions on income levels for farmers interviewed in the Sanpatong district
showed 51% with less than 20.000 baht income per a year. 26% with isicome between 20.000-30.000
baht per year. 11% with income between 30.000-40.000 baht per year. 7% with income between
40.000-50.000 baht per year. and 5% with income greater than 50.000 baht per vear.

Of those farmers interviewed who sold to the Sanpatong cooperative 45% had income less
than 20.000 baht per a year. 2R% had income between 20.000-30.000 baht per year. 13% had income
between 30.000-40.000 baht per year. 8% had income between 40.000-50.000 baht per year. and 6°0

had income greater than 50.000 baht per vear.

®*Thailand Statistical Yearbook, 1993
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Of those farmers interviewed from the HangDong district 14% had income less than 20.000
baht per year. 29% had income between 20.000-30.000 baht per year. 31% had income between
30.000-40.000 baht per year. 14% had income between 40.000-50.000 baht per vear. and 11% had
income greater than 50.000 baht per year.

Of those farmers interviewed who sold to the HangDong cooperative no farmers had income
less than 20.000 baht per a year. 22% had income between 20.000-30.000 baht per vear. 33% had
income between 30.000-40.000 baht per year. 44% had income between 40.000-50.000 baht per vear.
and no farmers had income greater than 50.000 baht per year.

Overall. the income levels for onion farmers interviewed in the Sanpatong district ranged
from 37.7° of farmers with income less than 20.000 baht'yvear. 20.8% of farmers with income
between 20.000-30.000 baht-vear. 17%0 of farmers with income between 30.000-40.000 baht:vear.
13.2%0 of farmers with income between 40.000-30.000 baht.vear. and 11.3% of farmers with income
greater than 50.000 baht per vear. The income levels for onion farmers were higher than for those
farmers whose staple products were rice or sovbeans. Onions were well priced in the market because

they were required to be grown on contract with the government and not evervone had access to the

contracts.

5 2.2 Farm Size

The characteristics of the variable farm size are broken down in Table 7
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Table 7: The Average Farm Size for Households in Thailand

Variable Mean for the Variable Farm Standard Deviation
Size (rai)

Sanpatong District 5.52 3.79
HangDong District 10.31 5.51
Sanpatong Cooperative or 5.59 3.67
Onion Cooperative
Active members of the 8.0 3.56
HangDong Cooperative
Sell to the Wholesalers in 542 3.83
Sanpatong
Sell tc the Wholesalers in 11.12 5.83
HangDong

The average farm size for farmers interviewed from the Sanpatong district was 5.32 rai. The
average land holdings for farmers interviewed from the HangDong district were 10.31 rai. The
average farm size of members of the Sanpatong cooperative or the onion cooperative was 5.59 rai.
The average farm size for farmers who were not members of a cooperative in the Sanpatong district
was 5.42 rai.  The average sized farm for members of a cooperative were slightly large than the
average farm size of farmers who sold to the wholesalers. The farmers interviewed in the HangDong

d’ rict were generally larger in farm size than those in the Sanpatong district.

5.2.3 Ownership

The percentage of land farmed that was owned by farmers interviewed in the Sanpatong and
HangDong districts was 72%. The percentage of farm land owned by farmers interviewed in the
Sanpatong district was 72%. The percentage of farm land owned by farmers interviewed in the
HangDong district was 60%. The percentage of farm land owned by active Sanpatong cooperative
members was 800 and the percentage of farm land owned by nonmembers who sold their agricultural

produce to wholesalers in Sanpatong was 68.5%.
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5.2.4 Crop Production
The arca and the volume of production of rice, sovbeans. garlic and onions on averaged over

each farmer in the Sanpatong and HangDong districts are in Table 8.

Table 8: Past Year's Crop Area and Production

Variabile Rice Rice Soybeans Soybeans Garlic Garlic Onin Onion
(rai) | (kgs) | (rai) (kgs) (rai) kgs) | (kgs)
legs) |

Sanpatong District 4.88 2650 3.44 886 0.10 102 0.5 1482
HangDong District Q5¢ 6649 3.04 732 0.40 433 0 0
Active Members of a 4.98 2856 4.17 1039 003 37 0.53 15386
cooperative in
Sanpatong district
Active Members of 6.89 4722 278 464 122 1667 0 0
the HangDong
cooperative
Selito the 487 2475 317 767 0.158 98 C1i8 €3¢
Whnolesalerin
Sanpatong
Seli to a wholesaler 10.48 731§ 313 825 0.12 6 e 0
in HangDong

Of those farmers interviewed. the percentage of area each crop was grown on. to the total
crop area grown on. in the Sanpatong district in the past vear was 54.5%, 38.4%. 1 4%. and 5.7% for
nce. sovbeans. garlic. and onions. respectively. The percentages of area rice. sovbeans. garlic. and
onions were grown to the total crop area grown by active members of the Sanpatong cooperative in
the past vear were 51.2%. 43.0%. 0.3%. and 5.5%. respectively.

The average of production from those interviewed in the Sanpatong district consisted of the
following: rice production of 2650 kg vear: soybean production of 886 kg'vear: onion production of

1482 kg 'vear: and garlic production of 102 kg'vear.
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It can be seen in table 8 that the average volume of production and the average number of rai

seeded in the Sanpatong district were generally higher for rice and soybeans by those farmers who

were active inembers of the Sanpatong cooperative.

The percentages of area rice. soybeans. and garlic were grown to the total crop area grown

in the HangDong disirict in the past year were 73.5%, 23.4%, and 3.1%. respectively.

The average production by each farmer from those interviewed in the HangDong district

consisted of the following: rice production of 6649 kg/year: soybean production of 732 kg/year: garlic

production of 433 kg/vear and there was no onion production.

5.2.5 Crop Sales

The crop sales of rice. sovbeans. garlic. and onions on average by each farmer in the

Sanpatong and HangDong districts are given in table 9.

Table 9: Past Years Crop Sales

HangDong

Variable Rice (kgs) Soybeans (kgs) Garlic (kgs) Onions (kgs)
Sanpatong district 886 840 99 1482
HangDong District 4086 732 433 0
Active members of a 1076 1035 34 1536
Cooperative in
Sanpatong
Active members of 2500 464 1667 0
the HangDong
Cooperative
Sell to the 700 767 90 636
Wholesalers in
Sanpatong
Sell to Wholesaler in 4634 825 6 0

In table 9. figures on crop sales from the farmers interviewed in the Sanpatong district

would indicate that those farmers who are active cooperative members generally sold higher

volumes of their agriculture produce on average than nonmember farmers who sold to
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wholesalers. In the HangDong district. given the small sample. there is no clear indication of
whether active members of the HangDong cooperative or nonmembers who sold to wholesalers

sell larger volumes of agriculture produce.

5.3 Marketing Profile

5.3.1 Pricing

The price of unprocessed rice” in the Sanpatong and HangDong districts ranged from 2 baht
per kilogram to 5 baht per kilogram. The average price paid for rice in the Sanpatong district was
3.57 baht’kg and 3.67 baht’kg in HangDong district. The average price paid by the Sanpatong
cooperative to those individuals interviewed who sold rice to the cooperative was 3.7 baht per
kilogram. The price of rice paid by the HangDong cooperative of those interviewed was 3.7 baht per
hilogram. The price of rice paid by the wholesalers in Sanpatong district was 3.53 bahtke. The
average price paid by the wholesalers in the HangDong district was 3.67 baht’kg.

The price of sovbeans in the Sanpatong and HangDong districts ranged from 4.5 baht per
kilogram to 9.15 baht per kilogram. The price of sovbeans paid in the Sanpatong district to those
interviewed was 8.09 baht'hg and the average price paid by those interviewed in the HangDong
district was 8.13 baht kg, The average price paid by the Sanpatong cooperative to those individuals
interviewed was 8.26 baht per kilogram. The price of sovbeans paid by the HangDong cooperative
to those interviewed was 8.07 baht'kg. The price of soybeans paid by the wholesalers in Sanpatong
district was 8.07 baht per kilogram. The price of soyvbeans paid by the wholesalers in HangDong

district was 8.16 baht kg.

~ There are several different varienes of nce grown in Northern Thailand Prices do vary depending on
the nice variety grown  For example. sticky rice 1s priced at a value lower than other vaneties of rice



The price for garlic in the Sanpatong district ranged from 2 baht per kilogram to 14 baht per
kilogram depending on the time of year and whether the garlic was dry garlic or not. The price paid
by the Sanpatong cooperative to the one farmer interviewed who sold garlic to the Sanpatong
cooperative was 7 baht per kilogram. The average price for garlic paid by the wholesalers in the
Sanpatong district was 9.14 baht/kg. The price paid by the HangDong cooperative to the farmers
interviewed was 9 baht/kg and the price paid by the wholesalers from the two farmers interviewed
who sold to the wholesalers was 6 baht and 14 baht per kilogram.

The price for onions in the Sanpaiong district ranged from 2 baht per kilogram to 7 baht per
kilogram. The average price paid in the Sanpatong district was 3.02 baht’kg. The average price paid
by the onion cooperative was 2.82 baht/kg and the average price paid by the wholesalers in the

Sanpatong district for onions was 3.06 baht/kg. There were no onions sold by those interviewed in

the HangDong district.



5.3.2 Services (Inputs Supply?, Marketing Information®, and Training)

The farmers in the Sanpatong and HangDong districts purchased input supplies such as
chemicals. fertilizer. seed. and farm equipment from the cooperative organizations. wholesalers.
businesses in the Chiang Mai market. and so on. Of the 299 questionnaires providing enough
information on input supplies from the Sanpatong district. 170 farmers or 57% interviewed indicated
that they purchased their input supplies from the cooperatives. 44 farmers or 15% purchased from the
wholesalers. 3 farmers or 1°0 purchased from both cooperatives and wholesalers. 44 farmers or 15%
purchased from another source'”. and 38 farmers or 12.7% never purchased input supplies. From the

HangDong district. 11 farmers purchased their input supplies from the cooperative. 3 farmers

“The government agency. Marheuny Orgamzaton for Farmers (MOF). subsidizes fertnlizer for the
purposes of distributing to sniall rural farmers through farmer associations such as cooperanves  The subsidy
program had been set up to encourage farmers 10 apphv optimal amounts of fertiizer by reducing the price of
ferihizer per metnic tonne and by subsidizing internal transportation from the warehouse in Bangkok to the farm
gate The pnce of substdized ternhzer bemng fixed for ail pans of the country

In 1985 86 veur. on average 74 3 ko of fertilizer was distnbuted to each rice farmer in Thailand It was
calculated that the average farmer required 180 kg of ferthzer each vear and therefore the government
subsichzed 41 27¢0 of tanmers’ fertilizer requirements (Suthakamn. Proceeding from Seminar. 1988 34)

“In an arcle by Kaosa-ard. M . Rerkasem. K . and C Roongruangsee (1989), "Agricultural Information
and Technological Change in Northem Thailand”. the researchers reported the different extemnal sources of
information used by farmers in rural villages  The following are some general conclusions the researchers made

Farmers who belong to an economic group such as the BAAC, a cooperative. or a crop-specific group
tend to have more opportunities to interact with technology transfer agents and receive technology supplied
by the orpanizers of the group.

Television has become more popular than radio as means of diffusing informauon m Northern
Thailand  For example. television 1s a source of agriculture practices. new crop varieties. chenncals, seed, and
a munor source of information on prices.

Extension officiers are an imponant source of knowledge regarding chemucal input. farm techmiques.
new crop vanieties, and other technologies,

Extension officiers and television were cited as the most frequent source of information.

The contact farmers follow the same pattern as that of the extension officiers but mav not be quite so important
to the farmers as a information source,

Local traders are a major source of pricing nformation and agrochemical firms are a good source of
information on chenucal nputs and to a nunor extent. also a source of information on the different kinds of
chermcal nputs

" Other sources of input supply are the BAAC, mput supply wholesalers, the government. and from
the market in Chiang Ma



purchased from the wholesalers. 3 farmers purchased from both the cooperative and the wholesalers.
17 farmers from another source such as the BAAC. and 1 farmer never purchased input supplies.

In the Sanpatong district 45% of the farmers indicated that they obtained marketing
information from the Sanpatong cooperative. 12% got marketing information from the wholesalers.
6% got marketing information from the Sanpatong cooperative and the wholesalers. and 38% stated
that they never got marketing information from any marketing agents. While 40% of farmers

indicated that they received training from the Sanpatong cooperative. 6% re-eived training from the

wholesalers. 3% received + - ~ -~ the Sanpatong cooperative and the wholesalers. and 51%
never got training from ar*. - ‘ev gents.
In the Sanpaie. - ° . ‘mers gave the following as other sources of agriculture

information: 44.4% uscd contac: farmers'’. 4.4~ got information from other farmers. 62.6%6 had
general knowledge from their village. 14% got information from the television. 10.4% gol
mformation from the raa: . 3.4% got information through the newspapers. and 9.4% said they never
got information from any other sources. Overall. 44% of farmers stated that they were satisfied with
the market information and training they received. 7% were somewhat satisficd with the market
information and training received. and 49% were not satisfied with the market information or training
they received.

In the HangDong district. out of the 35 farmers interviewed. 16 indicated that they obtained
marketing information from the HangDong cooperative. 3 got marketing information from the
wholesalers. and 16 stated that they never got marketing information from any of the marketing

agents. While 7 farmers indicated that they received training from the HangDong cooperative, 3

received training from the wholesalers. and 25 never got training from any of the of the marketing

"Contact farmers are farmers that have been paid by the government of Thailand to help advise other
farmers how they may improve their farming methods.



agemts. Overall. 20 farmers stated that they were satisfied with the market information and training
they received. 1 farmer was somewhat satisfied with the market information and training received.

and 13 farmers were not satisfied with the market information or training they received.

5.3.3 Convenience (Timing of Purchase, Location, and Transportation)

The agricultural products produced by the farmers in Northern Thailand could be sold after
harvest. or stored by the farmer or the marketing agent. The tropical weather conditions in Thailand
however meant products like sovbeans could only be stored for a short period without a reduction in
market value of the product. Many rice farmers stored their rice produce for their own household
consumption.  Gf 415 farmers intervieved from Sanpatong and HangDong who provided full
information. 103 farmers or 25% indicated that they sold rice shortly after harvest. 9 farmers or 2%
sold when they needed money. 63 farmers or 159 waited until the highest price. 26 farmers or 6%
stored their produce with no reason given. and 214 farmers or 52° never sold rice. Other products
such as soybeans. garlic and onions were usually sold immediately after harvest. Of 416 farmers
interviewed from Sanpatong and HangDong who provided information. 347 farmers or 8349
indicated that they sold their other products immediately after harvest. 10 farmers or 2. 4% waited to
sell their produce at the highest price. 11 farmers or 2.6% stored their produce with no reason gnen.
and 48 farmers or 11.5% never sold soybeans. garlic. or onions. Although the option of storing
produce. at a charge. was available tor cooperative members no farmers indicated that thev stored
their produce at a cooperative to wait until the price of their produce improved.

Al purchases by the cooperatives were made at the plant sites in Sanpatong and HangDong.
Transportation was the responsibility of the farmer. Many of the whelesalers provided transportation
of the agriculture produce because they were either based in the village of the farmers or thev were

willing to go to the farmers village to get the agricultural product. Many farmers expressed



transportation as an important reason why they sold their agricultural produce to the wholesalers rather
than the cooperatives. Transportation costs from the farmer's village to the towns of either Sanpatong
or HangDong ranged from 0.1 baht per kilogram to 0.3 baht per kilogram. Those farmers who had
their own means of transportation likely paid less than 0.1 baht’kg in costs for gas. efc.... to transport

to the townsite.

5.3.4 Grading

The Sanpatong cooperative and HangDong cooperative informally graded agriculture
products according to standards of moisture content. cleanliness. foreign material. cracking. etc.. The
Sanpatong cooperative did not use a classified grading system for pricing the farmer's produce but
adjusted the payment to the producers by lowering the weight of the product. The HangDong
cooperative subjectively priced the product to match the perceived value the cooperative personnel
considered the product to be worth. The wholesalers had sometimes graded according to moisture
content. cleanliness. foreign material. etc.. but according to the farmers interviewed many wholesalers
were using no grading method at all. Of the 159 questionnairv: from farmers who sold rice in the
Sanpatong districi and provided information on grading rice. 92 farmers or 58% were satisfied with
the grading performed. 29 farmers or 13% were not satisfied with the grading that was performed.
36 farmers or 23% were somewhat satisfied with the grading. and 11 farmers or 7% stated that they
were unsure because they didn't understand grading. Of the farmers who were members of a
cooperative in the Sanpatong district. 62% indicated that they were satisfied with grading done on rice
while 51% of the farmers who were not members of a coop indicated that they were satisfied with the
grading done on rice.

Of the 319 questionnaires from farmers who sold soybeans and provided information on

grading soybeans in the Sanpatong district. 198 farmers or 62% were satisfied with the grading



performed. 31 farmers or 10% were not satisfied with the grading that was performed. 73 farmers or
23% were somewhat satisfied with the grading. and 17 farmers or 5% stated that they were unsure
because they didn't understand grading. Of the farmers who were members of a cooperative in the
Sanpatong district. 65% indicated that they were satisfied with grading done on soybeans while 58°,
of the farmers who were not members of a coop indicated that they were satisfied with the grading
done on soybeans.

In the HangDong district. of 29 farmers who sold rice and provided information on grading
rice. 19 were satisfied with the grading performed on rice.  Gf the 16 farmers who sold sovbeans and

provided information on grading sovbeans. 10 were satisfied with the grading performed on sovbeans.

5.3.5 Dividends

The Sanpatong and HangDong cooperatives in the past vear distributed a share of their profits
back to their farmers as dividends while wholesalers kept any profit for their own. The average sum
of money returned to the farmer as dividends for the 1992 crop vear as indicated by the farmers who
sold to the cooperative and were members of a cooperative in Sanpatong was 308 baht. In terms of
dividends as as percentage of average total gross revenue per vear it is approximately 1°6. The
average sum paid in the past vear to the members interviewed from the HangDong cooperative was
1041 bahi. The larvest amount issued as dividends to a farmer interviewed in either district was 4000

baht.

5.3.6 Trust
The 1 to 3 scale rating on the closed portion of the questionaire and the answers from the
open-ended questions indicate that trust is an important issue for many farmers. Some farmers show

a sense of distrust with the marketing lending‘input supply aget(s) whom they deal with.
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The trust issue as 1t pertains to the situation in Northen Thailand may be best expressed by
the indirect words from Vernon Ruttan (1969) and as a direct quote from Rufus Hughes et al.(1968)
in the statement that "individual feelings of oblig .on are particularistic in nature and tend to be
limited to persons with whom the individual stands in some personal kinship or friendship relation:
they did not extent to fellow members of a cooperative or to the shareholders of a corporation which
the individual serves as an elected officer. an employee. or a government supervisor”.

The farmers responses on the issue of trust indicated that their distrust of the cooperative or
wholesaler was due in part to the following reasons: the grading did not reflect the value of the
product: the agent never explained how the price for the product was obtained: the agent never
allowed the farmer te see the weight of the product during the weighing: price was much too low: the
agent did not deai in honest faitih. and the dividends issued did not reflect the true profit of the

organization.



5.4 Credit Profile

5.4.1 Credit Available'™

Farmers borrowed from several different sources in the Sanpatong and HangDong districts.
For example. they borrowed on short-term credit from the Sanpatong cooperative. the HangDong
cooperative. the onion cooperative. the wholesalers. the BAAC. the banks. ard ¢ from frierds.
Farmers borrowed anywhere up to 50.000 baht from the creditors  The loan was borrowed anvwhere
trom one month to one vear. The shosi tcim loan was usually for * ~ purposes of bunving inputs
the crop vear to pay, back atter the zanmer sold his her produce after harvest. In the Sanpatong district,
(3% of tarmers indr <t thar they had used short-term credit to purchase their input supphes. In the
HangDon: et 5600 of farmers mdicated that they had used short-term credit to purchase their
wnput supphes

Long-term credi was extended by the Sanpatong cooperative, the HangDong cooperative,
the BAAC, the banks. and or friends and usuatly required collateral Many farmers did not or could
not obtamn long term credit Those farmers that did. borrowed from anywhere between one vear an”

five vears (for cooperatnes 3 vears)  Farmeis borioved anvwhere up to 130.000 baht. In the

A nanonal credit sun ey of farmers in 1902 .3 reported in an arucle by T Onchan in the 1984 APO
report. showed that about 90 percent of tarm credit was supphed by intormal lenders such as merchants. friends.
relatives.ete While n the 1984 APO report by T Onchan, it was estimated that about 60 percent of the total
farm credit came from mstitutional sources such as credit cooperatves. BAAC. and commercial banks (Onchan.
APO. 1981 03) A studv done in Northeastern Thaland in 1457 67 showed that 44 S2 and 74% of farmers
receved credit from BAAC. other lending insututions. and irdependent sources respectively  (Boonma.
Proceedings trom Sennnar. 1988 .8)

The navonal credit survev in 1962 63, showed that 49 percent of 1otal agricultural cred:t was used for
production  Nuch of this involved hans for operating expenses such as labour costs, seed purchases. amimal
feeds. and fertilizer costs  The reman.ng S1 percent of the credit was used for consumption expenses, such as
Ivang costs In 1974 75 4 study sicwed that producuion loans accounted for 73 percent of the total credit
{Onchan. APO. 1984 00} In 1980 81 i the Chiang Mar area 79 - percent of credit us» was for production. The
1974 study also showed that “mail-sized farmers used about 66 percent of their borrowed money for production.
while medium-sized farmers used 78 percent for production and large-sized farmers used 80 percen for
production { APO. 1984 60-62)
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Sanpatong district. 37% farmers indicated that they had intermediate or long term loans. In the

HangDong district. 24 farmers that they had intermediate or long term loans.

5.4.2 Credit Charge'

The interest on loans borrowed from the “anpatong cooperative. the BAAC. the wholesalers.
or the banks as stated by the farmers interviewcd. usually ranged from 11% for one vear to 12 #/.-
more than one year. The interest rate for short-term credit from the Sanpatong cooperative was 1.".,
and the interest rate from the BAAC. the banks. and wholesalers were in the same range. The iate
from other informal lenders was unknown. The credit charge on intermediate and long-teim loans

from the Sanpatong cooperative was 12.5% and the interest rate charged by the BAAC and the banks
patong coop ged by

ranged between 12 to 13%,.

"*In 1989. commercial banks were required to loan to agriculture at Jeast 9% cf the value of all loans
outstanding. erther directly or indirectly by making deposits with the BAAC (Boonma. Proceedings from
Seminar. 1988 37) The BAAC *hen lent to farmers’ cooperatives at 9%, and the cooperatives lent to the farmer
at 12 5%. Non-mstituional credrt was anywhere from 25% to 100%. depending on the size of the farm. ns
location. and the tvpe of crops grown (Boonma. Proceedings from Seminar. 19388:42).
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VI Model Specificatior, Estimation, and Results
6.1 Model Specification

The models were set up using attributes deemed to be important from previous research
studies on cooperative organizations and the circumstances in Northern Thadand. The attributes
specified as important for using in the models were price. inputs supply. credit made available. credit
interest ratc. location. time of purchase. grading of the product. storage provided. training and market
information. trust of the agent. and dividends. Each of these attributes were modeled to determine
if the attribute was important to the farmer and whethet or not the same fariner was satisfied with the
provided attribute.  The thicoretical backgrourd on cooperatives and the previous studies on
cooperatives in Thailand provide an interesting backdrop for a hypothesis of how cooperatit 25 nay
fair in comparison to the wholesalers. For example. from a theoretical point of view the coop. : ative
organizations may be ex-cted to provide improved performance from the farmers’ perspective on
ail these attributes defined above. However. the mixed performance results reported in studies of
cooperatives in Thailand as discussed in a previous chapter suggests that there may. in fact. not be an
improvement in the market place from the farmers' perspective.

The farmers perceptions of the Sanpatong and HangDong cooperatives. an.” . - wholesalers
from cach of the respective districts in Northern Thailand were analvzed by collecting discrete data
on characteristics or attributes perceived relevant to these market organizaticns. The nature of the
data was discrete for the explicit purposes of trving to determine what characteristics about the market
agents arc important and how satistied the farmeis are with respect to their market agent(s) in context
to the market agent characteristics. The analysis from the perspective of the farmers was done using
discrete analysis  tor the following reascns:  there are several characteristics of the market
organizations that cannot be expressed using quantitative values observed in the market such as the

input satisfaction. market satistaction and so on: and collecting quantiiative data that reflects each of



the characteristics would have been extremely difficult given time limitations. language and cultural
constraints. and the lack of available data.

Discrete data may be analyzed using a regression such as a linear probability': model.
However, the obvious drawback to this method is that values of the dependent variable between 0 and
I may lie outside the 0-1 range because of the linear nature of the model. There arc two popuiar
methods to limit the the estimated probabilities to the 0-1 interval. the probit model and the logit
model. The difference between the two methods is that the probit model based on cumulative normal
distribution and the logit model based on logistic distribution. The logit technique is used in the
estimation models below because the two distributi1s are very similar and the logit model requires

less computational costs. The logit technique 1s used in the context of the random utitity model as

defined in the next section.

6.2 Methodology

The Random Utility Model (RUNT) or the discrete choice model was initially developed by
McFadden (1973) in the field of transportation and further augmented by Maddala (1989). Ben-Akiva
and lLerman (1993) and others in different applications. In this chapter some of the underlining
concepts from the RUM are used to measure and compare the utihty of different organizatior.s as
perceived by the decision-maker in the context of a set of attributes associated with cach organizanon,

In the Random Utiki..: framework. the decision-maker is faced with a discrete choice set of
mutiaily exclusive alternative organizations denoted by C,. Each choice. i. in the sct has associated
with «t a conditional indirect utility defined as a function of the attributes of the alternative

£

organizations. (. and the socioeconomic characteristics of ih.c decision maker. S. as in:

U=, S,
wnere Q, 1s a vector of the atiribute values for alternative i as viewed by the decision-maker
nand & s avecto: of characteristics of the decision maker n.
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The choice process involves the decision maker choo«ing one organization over another
because the utility associated with that organization is higher than for any other organization.

U, = U,,. where i. j are elements of C,.

The underlying indirect utility function U . is composed of a systematic or deterministic
component. V. and a random component. e, The random component accounts for incomplete
information. unexplained changes in the decision-makers perceptions. and research error.

Therefore in a statistical context. the probability that a decision-maker will choose
organization i is:

Py =P(L, = 1)
=PV e, v\ - e)

I t
TPV -V e -e )

The assumption that ¢, is logistically distributed is equivalent to assuming that ¢, and ¢, are
islependent and identically: Gumball or that the e's are tvpe | extreme value distributed (the null
hypothests is rejected when this 1s actually true).  Under the assumption that e, is logistically
distributed (S-shaped) the probabiliny of alternative 1 can be denoted as.

Priny - ¢
v L'“ t

where the denominator is the sum of the exponential of the conditional indireet utilitics over
all the alternatives in the choice set.

Choee of the tunctional form tor deriving the systematic component of the utilinv function
involves consideration of a functional form with convenient computational properties and one that
is based on a prior knowledge about how selected variables wil] affect utitity. Most researchers have
selected linear utility functions of the form

\'m Bi‘\mi ) B:'\(m.‘ - lemk

where X are either measures of alternative attributes. Q,.- or socioeconomic characteristics.

me

S,. and the Bs are unknown parameters "

HLineanity applies to the parameters and 's not equivalent to linearity in the attnibutes Q and S
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The models are estimated using Maximum Likelihood techniques. Ben-Akiva and Lerman
outlined the likelihood function in the following form:

I[*= H H Pn(i)e\'m

where Y, = { 1 if the individual n chose i. 0 otherwisc !

When the form is linear in parameters then:

P“('i) = ell'\'m

Z el!',\]n

The maximum likelihood estimation technique finds the vector B such that the logarithm of
L* is maximized. Ben-Akiva and Lerman attribute McFadden (1974) as showing that In(1.*) is
concave. so that a unique maximum potentially exists. Using the maximum likelihood estimation

yields an estimate of B that is consistent. asymptotically norm=l. and asymptotically efficient.

One of the properties of the logit form is the following:

Y, =X P

The maximum likelihood estimatc «t' B of the logit form is useful in that theoretically it
implies that the predicted share choosing alternative i will equal the number of people actually
choosing it or the sum of all the choice probabilities for alternative i (summed over all mdividuals in

the sample) equals the actual number in the sample that chose i (Ben-Akiva and Lerman).

6.3 Estimation Techniques

6.3.1 Binomial Logit Models

The probability that a farmer will choose one of two marketing alternatives, cooperative or
private wholesaler. can be estimated using a binary logit model. In the binar. iogit model the
coefficients indicate the effect a change in the independent variable has on the probability that the
dependent variable equals 1. For example. a | can indicate that the farmer has chosen to sell to the

cooperative while a 0 indicates the farmer sold somewhere else (ie.private wholesaler). The sign of



the cocfficient indicates the direction of the effect. In the binomial model analysis a variety of
dummy variables are used to represent answers to questions on a five-point rating scale to imply
attribute values for the alternative organizations. cooperative or private wholesaler. All these
questions follow a format either of which 5 indicates a response of "very important” or "very
satisfied” and 1 reflects a "very unimportant” or "very unsatisfied” response. Each category except
I and maybe 2. "(very) unimportant” or "(very) unsatisfied" are represented by a dummy variable that
equals 1 if the individual chese it aud O otherwise. The categories "(very) unimportant” or "(very)
«#nsatisfied” are used as base cases and are captured in the intercept terms. It is hypothesized that
positive cocfficients on the dummy variables correlate with the probability of selling to the
cooperative. relative fo the probability if “very unimportant” or "very unsatisfied” were chosen.
Negatne coefficients indicate that. relative to the probability when “very unitnportant™ or "verv
unsatistied” were chosen. selection of the category reduces the probabiliny of seliing 1o the
cooperative In other words. positive coefficients indicate that the probability of selling to the
cooperative mcreases for those farmers who place greater importance on the variable and indicate
mare satistaction from thar organization.

The chotees relate to the perceived importance and satistaction of the follow ing variables for
the alternative organizations: price. inputs available. credit available. credit charge. comvenience of
location. time of purchase. storage available. grading practices. market information available. training
available. trust of the organization. and dividends. The variables and a description of each are given
later in the context of Tabic 10 and Table 11.

Socioeconomic and individual characteristics are also incorporated as independent variables
in the analy sis of the altemative organizations. For example the binary logit model of choice between
the cooperative and the private wholesaler may include variables for cooperative membership. sex.

age. family size. education. income. farm size. owned or rented land. crop type. crop production, and
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farm location. The variables and a description of each are given later in the context of Table 10 and
11

6.2.2 Ordered Probit and Censored Tobit Models

The ordered probit model is based on the following specifications:

z=B'x ~e. e ~ N[0.1]
yv=0ifz <m,.
lifm, <z <m,
2ifm, <z < m,.
This model takes into account the extra information implicit in the ordinal nature of the
dependent variable. Estimation is done using maximum likelihood estimation.

The tobit model is defined as following:

v, = B'x, ~u if RHS = 0
v, = 0 otherwise

where u, are residuals that are independent and normally distribeted.
The tobit model contains elements of a regression and elements of a probit model. The model
is estimated by assuming a model such that the desired dependent variable was observed whenever

1 exceeded some constant minimum level.

6.2.3 Multinonmimial Logit Models

In the multinomial logit model. we may obtain further insight by expanding the choice set of
the decision-maker by including other choices. The two approaches taken in this study are to expand
from the original binomial model by including those farmers who sold part of their produce to both
the wholesalers and the cooperative. and a nonparticipatory variable for farmers who did not sell in
the past vear. The theory on the multinomial logit model is unchanged from the binomial with the

exception that the comparison is made between all alternatives rather than just two.
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6.3 Analysis of the Modeling

A descriptive analysis of the variables that data were obtained on in the interviewing process
from the Sanpatong and HangDong districts are in Tables 10 and 11. The variables are further
expressed in the context of the farmers' choices in Table 12. In Table 12. a cross tabulation of each
of the farmer's choices from the closed rankings between 1 and S for each of the variables for the
particular agent are shown. The table is divided into an analysis of the data from the Sanpatong
district and for the HangDong district using absolute values given by the farmers. The table also
includes he calculated percentage values for the wholesalers and the cooperative in the Sanpatong
district for each of the variable’s rankings from 1 to 5. Moreover. the table incorporates a sub-table
of the managers’ rankings for each of the variables from the manager's viewpoint.

in Table 13. 3 binomial and 4 multinomial logit models are introduced **  In each of the
three binomial models. 1 isa choice of Sanpatong cooperative and 0 is a choice of wholesaler. " Three
hundred and six questionnaires were utilized in the binomial models. Of these. 185 were from
tarmers who chose the Sanpatong cooperative and 121 were from farmers who chose a wholesaler.
The questionnaires where the respondent chose both the cooperative and a wholesaler were not
included  Each of the binomial models included some combination from the following variables: a

constant. INPUTSAT. CASAT. CAIM. CCSAT. CCINL LOCSAT. TIMESAT. STIN. GRADIM.

FRegressions using all the variables as outhned in Tables 10 and 11 are encompassed in Appendix
Cand D Included i Appendix C are 10 binonual » ~dels and included 1n Appendix D are 4 multnoms:al
models

[ - ~
“The rules used for definng the agent choice when the farmer sells more than one avnculture
product and or sells to more than one agent were as follows

(1) 1 the farmer sells rice. sovbeans. and orgarlic to a single agent that agent1s defined as the
farmer's choice,

(2) 1f the farmer sells rice. sovbeans. and or gar": to more than one avent the agent choice 1s
defined as both,

(3) If the farmer sells onions and at least one other crop (rice. s - _ans. or garhe). the agent 1s
defined as the farmer's choiee for either nice. sovhzans. or garl, ..

(4) It the agent choice was not clearly defined te jata was excluded from the analvsis
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MISAT. TRAINSAT. TRAINIM. TRUSTSAT. DIVSAT. DIVIM. COOPMEM. INCOME.
SUBDIST. FARMSIZE. SOYSOLD. GARLICSOLD, LONGAG. PEROWNED. VILLAGE.
FAMILY. and MKAGENT. In each of the four multinomial models. 1 is a choice of Sanpatong
cooperative. 0 is a choice of wholesaler. and 2 is a choice of both the Sanpatong cooperative and the
wholesaler. Three hundred and forty-six questionnaires were utilized in the multinomial models. of
these. 185 were from farmers who chose the Sanpatong cooperative. 121 were from farmers who
chose a wholesaler and 40 were from farmers who chose both the Sanpatong cooperative and a
wholesaler. Each of the multinomial models included somc combination from the following
variables: a constant. PRICESAT. INPUTSAT. CASAT. CAIM. CCSAT. CCIM. LOCSAT.
TIMESAT. STIM. MISAT. TRAINSAT. TRUSTSAT. DIVSAT. DIVIM. COOPMEM. INCOME.
SUB:MST. SOYSOLD. GARLICSOLD. LONGAG. PEROWNED. VILLAGE. FAMILY. and
MKAGENT.

In Table 14. ordered probit models and censored tobit models are introduced t¢ « #iv~ each
of the attributes as a dependent variable with AGENT or COOPMEM among other variables as the
independent variables. This approach is taken as a alternative way of interpreting the attributes and
it may also overcoms some of the problems associated with the logit model as will be discussed later.

In Table 15. six models are introduced to analyze particular aspects prevalent to the study.

Model 1 from Table 15 is the marginai probabilities for the same variables analyvzed in the
multinomial choice model number = from Table 13. The marginal probabilities are given becausc
they are useful in clarification of the results pertaining to the the different choices. Maryinal
probabilities examine the change in the probability of choosing the choice set variable (0. 1. or 2) for
a given change in the attribute rating. For exaniple. a positive and significant marginal probability
for a chosen rating of 5 (very important) for variable X with respect to the cooperative choice

indicates that the farmer values importarice significantly in connection with the cooperative choice

69



in relation to the other choices in the set. In model 2. Table 15. the choice set is expanded to include
for nonparticipation to find out how the the perceptions of those farmers who never sold their
agricultural produce may differ from those farmers who did sell an agricultural product to a marketing
agent. In models 3 and 4. Table 15. the HangDong district is included in the analysis and a dummy
variable is added to take into account any differences in the choice set between the two districts.
Sanpaioag and HangDong. In models 5 and 6. in Table 15. the farmers who sold exclusively to the
onion cooperative are included in the model and a dummy variable is added to account for the
significance of onion products in the choice between either a cooperative organization (Sanpatong

cooperative or the Banuk ‘onion’ cooperative) and the wholesalers.
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Table 10: Descriptive Statistics of Variables Obtained from the Interviewing Process
in Sanpatong District

Number of Respondents Who

Answered In Each Catego Summary Statistics
Variagble 0 1 2 3 4 5 Mean | ST Min Max
AGENT* 121 185 40 NIA NIA NIA NIA N/A NIA NIA
AGENTRICE® 61 100 10 NIA NIA NIA NIA NIA N/A NIA
AGENTSOY* 201 111 12 N/A NIA N/A N/A N/A N/A NIA
AGENTON® 13 39 N/A N/A NIA NIA NIA N/A N/A NIA
PRICEIM® N/A 0 1 8 42 334 N/A NIA N/A N/A
PRICESAT' N/A 12 87 121 141 24 N/A N/A NIA NIA
INPUTIM® N/A 2 6 32 225 120 NIA N/A NIA NIA
INPUTSAT" N/A 9 74 134 143 25 NIA NIA NIA NIA
|_cane N/A 11 20 126 127 1 NIA N/A N/A NIA
CASAT N/A 52 48 147 100 38 N/A N/A N/A NIA
ccim NIA 9 21 148 113 83 NIA NIA N/A NIA
CCSAT NIA 60 65 160 82 18 NiA N/A N/A NIA
LOCATIONIM™ NIA 0 9 62 212 102 NIA NIA NIA NIA
% LOCATIONSAT" N/A 8 51 147 153 26 N/A NIA NIA NIA
| TIMEIM® NIA 1 9 70 172 133 NIA NIA N/A NIA
TIMESAT® N/A 10 45 105 151 74 NIA NIA NIA NIA
STORAGEIM® N/A 5 16 82 120 162 NIA NIA NIA NIA
STORAGESAT' NIA 9 30 122 123 101 NIA N/A NIA NIA
GRADINGIM* NIA 9 33 167 142 34 NIA NIA N/A N/A
GRADINGSAT NIA 23 64 201 84 11 NIA NIA NIA NIA
Mitm® N/A 1 3 73 206 102 NIA NIA NIA N/A
MISAT" N/A 29 91 160 91 14 NIA N/A NIA NIA
TRAININGIM* NIA 2 8 74 187 114 NIA NIA N/A N/A
TRAININGSAT* NIA 80 110 105 98 12 NIA NIA N/A N/A
TRUSTIM" NIA 6 15 92 187 85 NIA NIA N/A N/A
TRUSTSAT NIA 20 52 144 129 40 N/A NIA N/A NIA
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DIVIM** N/A 13 30 106 145 89 N/A N/A N/IA N/A
DIVSAT®™ N/IA 76 60 137 85 24 N/A N/A NIA N/A
SEX“ 243 142 N/A NIA NIA N/A N/A N/A N/A N/A
AGE™ N/A N/A N/A N/A N/A N/IA 47.99 N/A 21 78
FAMILY™ MNIA NIA NIA N/A N/A N/A 3.84 N/A 1 8
EDUCATION" 24 341 17 2 N/A NI/A N/A NIA N/A N/A
INCOME® 196 100 42 26 19 N/A NIA N/A N/A N/IA
FARMSIZE™ N/A NIA N/A N/A Nia N/A 5.52 3.79 1 28
OWNED/RENT" 51 333 NIA N/A NIA N/A 4.11 N/A N/A N/A
CROP" 171 324 18 52 N/A N/A N/A Nib N/A N/A
MARKETAGENT" N/A 21 47 112 170 35 N/A NiA NIA NIA
WHENSOLD* 211 24 84 8 53 5 N/A NIA N/A NIA
WHENSOLD 32 9 330 0 10 4 NIA N/A N/A N/A
MEMBER™™ 168 217 N/A N/A N/A N/A N/A N/A N/A NIA
LONGAG™ 18 8 99 203 27 10 10.6 NI& N/A N/A
POOLMON™" N/A 1 2 19 124 238 N/A N./ﬂ N/A NIA
POOLLAB" N/A 2 4 23 96 259 N/A N/A NIA NIA
VILLAGE™ N/A tir e N/A N/A N/A N/A Q374 N/A NIA
SUBDISTRICT" NIA N/A N/A N/A N/A M/A N/A N/A N/A N/A




Table 11: Descriptive Statistics of Variables Gbtained from the Interviewing Process
in Hangdong District

Number of Re.pondents Who

Answered In Eachi Category Summary Statistics

| Variable 0 1 2 3 4 -.f... Mean | st. Min | ma
AGENT* 25 9 NA N/A NA N'A N/A N/A N/A
AGENTRICE® 26 6 NIA NIA NA NA NIA NA NIA Nia
AGENTSOY* 12 7 N/A NA NA WA N/A N/A N/A N/A
PRICEIM* N4 0 0 0 24 11 N/A. . T NA N/A N/A
PRICESAT' M/A 1 19 7 7 1 NIA NIA N/A NA
INPUTIM® N/IA 0 0 3 28 3 NIA N/A N/A N/A "
INPUTSAT" N:A 0 8 8 10 1 N/A N/A N/A - 74;
CAINY N/A 1 2 7 24 1 NA N/A N/A ‘

| CASAT N/A 0 4 10 20 1 N/A N/A N/A N/A
CCIM® N/A 0 0 2 33 0 N'A NIA N/A NIA__ |
CCSAT N/A 0 9 16 7 3 s N/A N/A NIA
LOCATIONIM™ Nely 1 1 3 29 1 N'& o /A N/A N/A
LOCATIONSAT" N/A 1 5 5 21 3 A N/A NiA N/A
TIMEtA® N/A 1] 2 7 25 1 N/A N/A N/A N/A
TIMESAT' N/A 2 5 8 20 0 N/A N/A kA N/A
STORAGE!IM® N/A 3 4 6 21 1 N/A N/A N/A N/A
STURAGESAT N/A ? 2 10 19 N NIA N:A N/A N/A
GRALUINGIM® N/A 8 10 6 10 1 N/A N/A N/A N/A
GRADINGSAT N/A 0 7 7 19 2 N/A N/A N/A N/A
Miimy N/A 0 1] 6 26 3 N/A N/A N/A N/A
MISAT® N/A 1 9 10 14 1 N/A N/A N/A NIA
TRAININGIM®™ J NIA ] 1] 3 31 1 N/A N/A N/A N/A
TRAININGSAT® N!A 0 7 9 18 1 N/A N/A N/A N/A
TRUSTIMY N/A 1] 0 3 30 2 UL N/A N/A N/A
TRUSTSAT’ MIA [ 5 9 20 1 N/A N/A N/A N/A
Divite N/A 0 0 3 25 € LY N/A N/a NIA |
DIVSAT™ N/A 5 14 2 9 3 ~yA N/A N/A NI
SEX'* 27 5 /A N/A N/A N/A N/A N/A Ni& N/A
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AGE® N/A NIA NIA N/A NIA N/A 44.29 WA 30 63
EDUCATION" 0 32 3 0 NIA NA N/A NA A N/A
FAMILYSIZE" N/A A NA N/A NA N/A 4.7 NA 2 &
INC SAES 5 10 1 5 4 NA A NA N/A 7
FAMSIZEY WA NA N/A N/A NA NA 10.31 NA 6 28
_ -

Y OWNEDRENT : 32 N/A N/A NA NA 6.94 NA 0 18

. CRapr 3 18 4 0 NA NA N/A N/A NiA NIA

e - -
MARKETE SENTY N/A 0 5 15 12 2 N/A N/A NiA VA
WHENSOLO' - 3 2 18 1 0 C N/A N/A N/A NiA
WHENSOLD 16 2 17 0 0 0 NA NIA N/A N'A
MEMBER™ 21 1% NIA NA NIA NiA N/A NIA N/A 7]
LOKGAG™ 0 1 3 13 a7 1 N MIA NiA NIA
POOLMON™ J NIA 0 9 1 23 " NIA i wia N/A Na

L —-—

POCLLAB™ | NA 0 0 | 2 8 A Nib. N/A NA

a The vanable AGENT has a value of 1 1f the farmer srlg mos! cf hisiner agriculiuial produce ¢ 2atne” ine Sangalong of
HanaDeong coonerative. U+ sold 1o a whelesaier or somewnere ese. 2 ¢ said 16 cotn the cocpera’wr o = t-& whaiesaler.
Ubservators excluded it ne agrculiura produsts sold

L 7re vanabic AGENTRICE has 2 vaiue ¢! 1 if the ‘arme- solu mos! of his-her rice to ether the Sanpat: s or the HargDong
cooperatve and 01f soig tc a wholesaler or somewhere eise. 21d 2 1 scld ic the coofzrative and wholesa er  Cbhservations
exciuded if nec nce ssia

2 Toe vanable AGENTSOY has a vaiue ¢f 1 1f tne farmer scly mos' &° F.sther soybeans {0 either the Sanpaturg or the
ranglong cocperative and Cf 5012 o a wholesaier of scmewhere slse - 2. scld tc both the cooperative ans whacsales
Coservations exciuced if 1 0 scypears sid

¢ Trne vanetie AGE JTON has a vaue of * 1 tha farmer sold mast of ke - st onians 1c the cmion cocperative and O f scid
EISEWTETE 6 WNE vnaie. Dbsenvi ons excluden f R Cnidns o

€ SR:ILu s tne farrer s rating fam 1o S of the impenriance the! 1oz .5 10 s ke decision of marketing agent
fPRICECAT s tne farmer s rating frem 116 5 of the s tisfaction of tne price he'she recewes from hisiher market agent.

4 INPUTIM s the farmer s rating frem ¢ tc € of the imponrance of guantity and cuahty of input sur ' 2s 1 his’her gecision of
M LosdpgTy agent

h INPUTSAT 15 the farmer's rating from 112 5 of the satisfaction of the input supphes hesshe receives from hisiner input Supply
agen:

¢ CAIv 1s the farmers rating from 4 to £ of the 1mpcrance of the credn avalabie tc hisier oecision of lending
agen*

| CASAT is the farmer's ratirg from 1 tc 5 of the sauisfaction wr crea! avalable heishe recewves from nis/her lending
agent.

k CCiM s the farmer's rating from 1 tc & of the impontance of the interest rate to Mis/her decision of iending agent

ICCSAT 15 the farmer's rating from 1 1o 5 of the sausfaction of the interest rate to his/her decision of tending agent

m LOCATIONIN 15 the farmer's r2ting from 1 tu 5 of the imporiatice of the locatien of hisher market agent.

n LOCATIONSAT 1s the farmer's rating rrom 1 10 5 of the salisfaction he/she gets from the location of his’he: marketing agen:.
¢ TIMEIM 15 the farmer’s rating from 1 tc 5 of the importance of the time purchased to hus/her decision of marketing agent

£ TIMSAT s the farmer's rating from 1t & of tne satz‘acticn he’she ge!s irom the time of purchase of the marketing agent.
q STORAGE M 1s the farmer s rating frorn 1 1o § of the imponance of the siorage by the marketing agent to his’her decisien
of a marketing agen:.

1 STORAGE SAT i1s the farmer's rating from 11 5 of the sat'sfaction of the storage offered by the marketing agent or the storage
used by tne farmer (inciuding ms awn!




s GRADINGiM is the farmer's rating from 1 {o 5 of the importarce of having yrading of the agricultural product done by the
marketing agent.

t GRADINGSAT is the farmei s rating f.om 1 to 5 of the sat..‘action received by having thie marketing agent grading or not
grading the agricultur= prod.ict.

u MIIM is the farmer's rating from ‘i tc 5 of the importance of receiving market ir formation rom his/her marketing agent

v MISAT is the farmer's rating from 1 {0 5 of the satisfaction of the market infr.mation he/sne recieved from his/her marketing
agen!.

w TRAININGIM is the farmer's rating froin 1 to 5 of the importance of receiving training (ie.chemical use, fertilizer apphcation,
crop production methods, seeding methods, etc..) from his/her marketing agen*.

x TRAININGSAT 1s the farmer's rating from 1 to £ of the salisfaction of the trr: -'ng he/she recewved from his/her marketing
agent.

y TRUSTIM is the farmer's rating from 1 t. 5 of the importance of ‘rusting his/her marketing/lending/input supp!v agent

z TRUSTSAT is the farmer's rating from 1 to 5 of the satisfaction perceived from the trust had ith his/iher
marketing/iending/input supply agent.

aa DIVIM s the farmer’s rating from 1 to 5 cf the itnportance of receiving dividends from his/her marketing agent

bb DIVSAT is the farmer's rating fiom 1 to 5 of the salisfaction he'she receives frum getting dividends from hisfher marketing
agent.

cc SEX is the sex of the farmer interviewed; 0 if male and 1 if fem2" .

ad AGE 1s the age o the farmer inr=rrewed.

oe FAMILYSIZE is tne s:ze of the ‘amly supported by the farmer interviewed.

ffEGUCATION is the education of the tarmer interviewed: 0 if no educaton. 1 f pnmary education, 2 if secondary education.
and 3 if coliege aducation.

99 INCOME s the income of the fa.mer interviewed or a scale © .G w » “ 1

e,

‘han 20,200 baht. 1 1s between 20,000

and 20,00 vaht, 2 1s between 30000 and 40,070 baht, 318 b -.on 27 - 4 angd 54,000 baht. and 4 1s greater than 50,000
banht.

hh FARMSIZE ts the numnbe of rai the farmer either owns o re. i,

i OWNED/RENT is 0 1f the farmer rents 30% of hic/her lo:d and 1 if the farmer owns 70% of histher land: .- . age of the

number of ra: owned
1 CROP 15 01f rice, 1 4f s sbeans. and 2 f yarbe, 3 1f onionss.
kk 77 "ETAGENT :s ine farmer's rating fiom 1 to 5 67 how ey = >reeive their marketing agent(s).

VHe™ 3OLD s 1 i product not sold. 1 if sold after harvest. 2 if sold when the farmer needed the money, 2 i sald when at
the highe * [+ .e 4. fuiner 1st row 1s nce a.d 2nd o 1s $oybeans and other nrnducts.
mm MEMBER 1, the fariier 2 member of the coooerative, if yes 1,ifno 0.
nn LONGA'3 1s hew long the farmer has sold to his/her present marketing agent, 0 if differer.t buyers. 4 f more than 5 years,
2ifbetween 1 and 5 years, 3§ fis! yea' . <+ if not sold, 5 1f urknown: average numbers of yr “r. ‘ne Coop membe’ has been a
member of (ne coop.
00 POOLIMTN 15 a the farme:'s rat. g from. 1 1o 5 of how wiliing the farmer is 1o pooling money in hus/her respective village frr
credit purposes: 5 1s . ery wiling and 1 15 not willing to poo! money.
pp POCLLAB s the farmer's rating from 1 to 5 of how wiliing the farmer 1s to jointly pooling nisther labes in his/her respective
viliage 1n a cooperative effort: 51s very willi; 7and 11s not wiling to pnol iabor.
qq VILLAGE 1s & vanebie ‘or each of ihe village< 117 the Banmae subdistricl
rr SUBDISTRICT 1s a dummy variable for the Banmae subdistrici in #* = Sanpz.ung district.

Tolal nui- ver of thase Interviewed n each category may nol add to the total number of farmers intenviewad because o missing
observ.. <~s. etc...
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Table 13: Binomial and Multinomial Models. Sanpatong District

jV G o 182 cooperative, 121 wholesalers

346 2. 185 cooperstine. 121 wholesulers, 40 both
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Table 1. Analysis of the Satisfaction Variables
Using Ordered Probit Models and Censored Tobit Models

Dependent variables take values 1,2,3.4.5

Dependent variable: PRICESAT

Order Probit Model - Maximum Likelihood Estimation

Dependent variable: PRICESAT
Censored Tobit Model - MLE

Independent Variables B coef Std t- ratio Independent Variables B coef. Std. t- ratio
Constant 1.5963 0 2637 6.054 Constant 315 01114 28.29
AGENT -0.0685 008853 -0.774 AGENT -0.04958 0 0B487 -0 584
SUBDISTRICT 024013 01305 184 SUBDISTRICT 0.252 L1174 2.146
SOYBEANS 00289 0.2023 0143 SOYBEANS -0.000846 0.000999 -0 846
RICE -0.0002823 0.000527 0535 [RICE -0.000213 00005927 -036
LONGAG1 0 48864 0.1765 2,768

LONGAG2 058212 01907 3.052

Log-Likelihood -456.4 Log-Likelihood -486 93

% correct 402

Dependent variable: PRICESAT Dependent variable: INPUTSAT

Order Probit Model - MLE Censored Tobit Model - MLE

Indeperder? Yariables B coef. Std. {- ratio jindependent Variables B coef. Std. t- ratio
Canstant 156 02672 5.839 Constant 31654 0104 30.4
COCPMEM 00587 01202 0488 AGENT 015624 0079 1.972
SUBDIZ TRICT 022324 01309 1.705 SUBDISTRICT 008894 01098 081
SQOYBE NS -0 0014454 01974 0007  [s{-vBEANS -0 00083 0000936 -0 889
RICE -0 000267 0 0005 0532 Jrice 00007155€ 00005398 326
LONGAG1 04676 01767 2.647

LONGAG? 0577 0 1904 3.03

Log-Likrlihood -443 35 Log-Likelihood -466 477

Y% correct 396

C: pendent variable: CASAT Dependent variable: CCSAT

Censored Tobit Model - MLE Censored Tobit Model - MLE

Independent Variables B coef. Std. t- ratio  findependent Variables B coef. Std t- ratio
Constant 3 1698 02157 14.699 Constant 31875 0198 16.097
AGENT 001556 L 179 0132 AGENT -00722 01073 -0673
SUBDISTRICT 00087 01633 0053 SUBDISTRICT -0 1915 015 1277
SOY IEANS -0 00585 00112 -0 522 SOYBEANS -0.005625 co128 0438
WRICE 00014794 0 0008237 1.796 RICE 00011§ 0 000756 1578
LONGAG1 -0 0499 02037 -0.245 JLONGACI -0254 01856 137
LONGAG?2 005794 02312 0 251 LONGAG2 00419 02097 o2
Log-Likelihood -558 65 Log-Likelihood -53g €2
Dependent variable: LOCSAT Dependent variable: MISAT

Censored Tobit Model - MLE Censored Tobit Model - MLE

Independent Variables B coef. Std. t- ratio  |independent Variables B coef. Std t- ratio
Constant 36543 01367 26.74 Constant 30887 0 2086 14.81
AGENT -0 166 00737 -2.255 AGENT 0.2425 008047 2.681
SUBDISTRICT 00832 01032 0806 SUBDISTRICT 017123 01242 -1.379
SOYBEANS -0 00027 0 00089 -0 305 SOYBEANS -0 080457 01719 -0 468
RICE 00012755 0 00VS, 74 2.485 RICE -0 000138485 0 000503 -0.638
GARLIC 0076 0.2146 0356 SARLIC -0.3449 0 2659 -1297
LONGAG1 -0 136 0.1282 -1 062 LONGAG1 -0 17534 1538 -114
LONGAGZ -01922 1145 -1326 LLONGAG2 -0 12825 01745 -0 735
Igg-Likelihood -432 97 L.og-Likelihood -495 88
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Dependent variable: TIMESAT

Censored Tobit Mode! - MLE

Dependent variabi: TRAINSAT
Censored Tobit Mc fer - MLE

Independeni es B coef Sta. {- ratio lindependent Variable« B coef. Std. t- ratio
Constant 3623 0186 19.48 Constant 2858 02512 11.376
AGENT 001766 01015 0174 AGENT 033587 01097 3.061
susDIgT . 00012828 01422 0009 SUBDISTRICT -05233 0 1492 -349
SOYBEANS -0 0003715 0001186 -0313 SOYBEANS 0218 02078 -143
RICE 000168 0 000704 2.38 RICE -0 001035 00007233 -1 43
LONGAG1 0213 01758 12 GARLIC 0515 03235 -1592
LONGAG2 0 2635 02 1314 LONGAG? 01188 01864 0637
-ONGAG?2 01988 02115 094
Log-Likelihood -509 499 Log-Likelhood -535 04
Dependent variable: TRUSTSAT Dependent variable: DIVSAT
Censored Tobit Model Model - MLE Censored Tobit Model - MLE
Independent \ <iables B coe! Std t- ratio {independent Variables B coef Std. t- ratio
Constant 322 02973 10.838 Constant 108 03755 2.798
AGENT 021188 0 0881 2.406 AGENT 0 24654 011507 2.228
SUBDISTRICT 001266 o121 0105 SUBDISTRICT -0 0443 0 149 -0 297
SOYBEA S -0 018n4 01€78 0112 SOYBEANS 0045 0 2089 0218
RICE -0 00074 0 00055947 -0 124 RICE 0 0002387 000075 0318
GARL:C -0 64323 02518 -2.457 GARLIC -0 46% n33 -1 416
LONGAG! 01832 015 1225 LONGAGY G 6423 0 192¢ 3.335
LONGAG2 03czc 0172 1.758 LONGAG2 C 45447 02184 21427
yAge i 00017 0 003~ 3
Log-Likelihood a8 - © ag-Likelihood ' a7 8

Estimated using LIMDEP program
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6.5 Resuits

In light of the values observed using the tabulation tables and an analysis of the data using
regression models in Tables 13. 14. and 13. the general results are outlined below..

6.5.1 Binomial Logit Models

The resalts of the binomial logit models from the regressions outlined in Table 13 (and n
Appendix C) indicate that the following variables were highly signiticant explanatory variables. The
direction of the influences are riven in brackets. These are coop membership (-). farmer sold
soybeans (-). farmer st garlic (-). sold to the same agent for more than 5 vears (—). and sold to the
same agent for between |and S years i~). Variables that were significant included dwminy variable
coefficients for input ¢ Jon (-). storage impoitance (-). location sadsfaction (-). marketing
information satistac ..+ - trust satisfacon (- ). dividends satisfaction (-). two villages (- & -).
and Banmace subdistrict coefticient (-2, Other variables that were not significant at 93°, significance
level or were not very consistent included price satisfaction (- ). credit available satisfaction (—). credit
charge satisfaction (-). credit charge importance ¢-). credit aailable importance / -, time satistaction
(). grading satistaction (-). grading importance ( - ). marketing information importance (-). :aining
satistaction (- ). training importance (- ). trust importance (-). dividends importance (indeterminate).
meome - & - farmer sold rwe (indeterminate). farm size (indeterminate). owned rented
(indeterminate). education (- & -). mcome (- & -). marketing agent ratings (- & -). and several
village coeflicients (- & -).

The cooperative membership coefticierd COOPMENM wes positive and highlyv significant
indicating that farmers who sold to the cooparative were also more likely to be a member cf the
cooperaiive.  The LONGAG coetticients were positive and signiticant.  The coefficients for
LONGAG mmply that those farmers who were selling to the same agent for more than five vears and

berween and 5 vears were more likely to be selling their produce to the cooperative (intercept
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dummy variable was difterent buyers each vear). The farmers who sold sovbeans were more likely
to sell to the cooperative while farmers who sold garlic were more likeiv o sell 1o the wholesalers.
The negative coefficient on garlic was as to be expected because the Sanpatong cooperative had only
been purchasing gariic for the past vear.

The dummy variable on the subdistrict coefficient for the Banmae SUBDIST was positive
and significant. This may be interpreted to mean that the farmers from the Banmae subdistrict were
more likely to sell to the cooperative than those farmers interviewed from other subdistricts. This
could be duc to the closer proximity of the Banmac subdiztrict to the townsite of Sanpatong (i.e. the
cooperative). The cocfficients on VILLO (Appendix C). VILL7. VILL9 (Appendix C). VILL12 for
villages in the Banmae subdistrict. were statistically significant. The effect for the respondents in
villages of Banmace (VH.LO). Roongeon (VILL12) were positive indicating that farmers from these
villages were more Iikely to have sold to the cooperative.  For Rongtarl (VILL?) and Simplee
(VILL9) this was negative indicating they were more likely to have sold to the wholesalers (farmers
outside the Banmae subdistrict consisted of the intercept). The variation between villages could be
explained tor any of the following reasons: Simplee and Rongtarl townsites are located off the main
highway (look te the map on page 34 ) and therefore farmers may have found it more convenient to
selt to the wholesalers: the mayvor of the town in Banmae tinterviewed by the researcher) had a very
positive attitude toward the cooperative and his opinion may have influenced other villagers in the
town of Banmae: and the opinions of village leaders may be applicable to other villages.

The coefticient for percentage of land owned (PEROWNED) was positive but not significant.
The more land the tarmer owned or the less land the farmer rented could not be identified with the
farmer also being more likely to sell to the cooperative or the wholesaler.

The price satistaction coefticients (PRICESAT2 - PRICESATS) were consistently positive

but statistically insignificant. These results were consistent with the prices farmers reported in open-
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ended questions that showed little gap in prices given between the couperative and the wholesalers
for soybeans. rice. and garlic. The price importance coefficients were consistently rated verv
important. PRICEINMS. by either those who scld to the cooperative or those who sold to the
wholesalers. However. there wasn't cnough variation in the variable's coefficient values to make a
concise comparison.

The coefficients CASAT3. CASAT4 on the dummy variables for credit available
satisfaction were positive and statistically significant in some regressions while CASATS was positive
but not significant. The average values from the tabulation table show little difference between the
values given by the farmers who sold to the cooperative and the farmers who sold to the wholesalers
(0.22). However. the COOPMEM variable regressed as the independent variable with CASAT as the
dependent variable was positive and significant.  This could mean that those farmers who were
members of the cooperative were more likely to be satisfied by the credit made available to them.
The coefticients or credit available importance (CAIM2-CAINS) were positive and statistically
significant in some regressions. However, the tabulation table shows little ' fference between the
average ranked value on CAIM from the farmers who sold to the cooperative and the average ranked
value an CAIM from farmers who sold to the wholesaler(s) (0.09).

The coefticient CCSATHS for credit charge was negative and statistically significant in most
regressions (CCSAT3. CCSATS were negative but were not consistently significant). This may mean
that farmers who sold 1o the wholesalers were more apt to be satisfied with the interest rate on the
credit they borrowed from either the wholesalers. BAAC. or the banks than the credit charge from the
cooperatives (consistent with the fact that the interest rate at the cooperative was '2.5% and the
BAAC and bank were 12%). However. the average values from the tabulation table show little
difference between the values given by the farmers who sold to the wholesaler and the farmers who

sold to the cooperative (0.08). The coefficients on credit charge importance (CCIM3- CCIMS) were
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acgative and CCIM3. CCINIY were significant in some regressions (CCIMS was not significant).
However. the tabulation table shows little difference between the average ranked value on CCIM from
the farmers wlho sold to the cooperative and the average ranked value on CCIM from farmers who
sold to the whelesaler(s) (0.02;.

The coefficient INPUTSATS on the dummy variable for input supply  satisfaction was
positive and statistically significant (INPUTSAT4 positive but not significant) indicating that the
cooperative may to some degree have offered more satisfactory input supply service than those
proffered by the wholesalers.  The input supply importance coefficients (INPUTIM2 - INPUTIMS)
were indeterminate and not statistically significant (Appendix C').

The coetticients LOCSATA. LOCSATS on the dummy variable for location satisfaction werce
consistently negative and statistically significant (LOCSAT3 was indeterminate and LOCSAT! and
LOCSATY were included as the intercepti This would indicate that the farmers who sold to
wholesalers were more likely to be satisfied with the location of their agent. This was consistent with
the answers farmers had given in open-ended questions i the questionnaire and the fact that
wholesalers were often in the same village as the tarmers or the fact that wholesalers were willing to
prek up the produce from the farmer while the Sanpatong cooperative purchased produce only from
the plant site in the townsite of Sanpatong  The coefticients on location importance (LOCIN2-
LOCINES) were indeterminate (Appendix €). The results may indicate that there was little difference
in opmton on the importance of location from the farmers who sold to the cooperative and tarmers
who sold to the wholesalers. The iesult was somewhat surprising because in open-ended questions
location was consistently given as an important factor and many farmers stated that they wished the
cooperative would come to the village to buy.

The coefficients for variables on time satistaction (-). time importance (indeterminate).

storage satisfaction (-). grading satistaction (-). grading importance (-). and training importance ()
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were not consistent and'or statistically significant. These results maybe interpreted to nican that the
farmers who sold to either the cooperative or the wholesalers showed little difference on their
satisfaction with the subjects of time. grading and training. The coefficient STIMS on the storage
importance variable was negative and statistically significant. indicating that mayvbe those farmers who
sold to the wholesalers were more satisifed with the storage options they had available to them. An
interpretation 1s that this particular variable may have some indirect coirelation with the location and
time vanables. For example. the location and timing of the purchase could influence the fanmers'
ranking of satisfaction and importance on the storage variable. and vice versa. The tabulation table
shows some difference between the average ranked value on STIM from the farmers who sold to the
wholesaler(s) and the average ranked value on STIM from farmers who sold to the cooperative (0.235)

The cocfficients MISAT3. MISATYS on the dummy variables for marketing information
satistaction were positive and statistically significant (MISATS was insignificant and MISAT2 was
included in the intercept). Those farmers who were more likely to be satisfied with the marketing
information tended to sell to the cocperative.

The coeffictents on TRAINSAT dummy variables for training provided by the market agent
were both positive and negative. and not statistically significant. The result would indicate that the
farmers in the Sanpatong district did not merit the training satisfaction provided as anyv different
between the market agent choices. However. the average value tabulated in Table 13 for the farmers
who sold to the cooperative and those who sold to the wholesalers wouid suggest that the training
provided by the cooperative was more satisfactory  Therefore. there may be a multicollinearity
problem or endogeity problem given that the results from the logit regression models and those from
the tabulation table were contradictory.

The coefficients TRUSTSAT4. TRUSTSATS on the dummy variables for trust of the agent

were positive and statistically significant (TRUSTSAT3 was insignificant and TRUSTSAT2 was
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included in the intercept).  This would indicate that those farmers who sold to the cooperative were
more likely to have feit comfuriable with their relationship with the agent than those who sold to the
wholesalers.  The coefficients on the importance of trust (TRUSTIM3 -TRUSTIAIS) were negative
but not consistently significant (TRUSTIN2 was included in the intercept). The farmers who sold
to the wholesalers or those who sold to the cooperatives showed little difference on the importance
of trust. The TRUSTIM coefficient resuits may have been influenced by correlation with TRUSTSAT
or DIVIM varables becausce in the tabulation tablc. there was a positive difference of 0.32 between
the farmers who sold to the cooperative and farmers who sold to the wholesalers. This would suggest
that the farmers who sold to the cooperative more highly value trust with the market agent than
farmers who sold to the wholesaler(s)

The coetticients on the dividend vanables DIVSAT3R, DIVSATY. DIVSATS were usually
positive and statistically significant (see Appendin C) but correlation problems were prevalent. The
positive coetticients indicated that those who sold to the cooperative were more satisfied with
dividends than those who sold to the wholesalers  This was consistent with prior behiefs (wholesalers
do not 1ssuc dividends) but given that dividend saustaction wasn't highly significant (insignificant in
some regressions) there may be reason to beheve that the farmers who sold to the cooperative were
not highly motivated by the dividends 1ssued by the cooperative. The phenomenon could also be
Justified by the strong correlation between DIVSAT ané COOPMENM or TRUSTSAT (Appendix E).
DIVSAT coetticients were positive and highly significant as explanatony variables for COOPMEM.

The coefficients on the dividend importance dummy vanables (DIVIN2-DIVIMS) were not
consistently significant for the choice of a market agent in the binomial and multinomial analysis.
However. dividends tmportance does have an indirect effect through the COOPMEM variable when
interaction effects were tested (positive and highly significant). There was high correlation between

the DIVIN variable and other variables included in the modeling (see Appendix E). Moreover. the
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DIVIM coefticients appeared to highly favour the cooperative in the tabulation table. Those farmers
who sold to the coooperative. in general. valued dividends more importantly than those who sold to

the wholesalers.

6.5.2 Farmers' and Managers' Comparison Using a Tabulation Table

The values from the sub-table of the Sanpatong manager's perceptions in Table 12 seem to
complement with the results from the regressions in Table 13 with a few exceptions. The manager's
outlook on the satisfaction and importance of the variables differ by more than one ranking for the
values (in the brackets. positive if manager's view ranked higher and negative if vice versa) for the
variables PRICESAT (-). INPUTSAT (=). CASAT (-). CCIM (+). LOCSAT (=). STIM (-. MII\I
(-). TRAINSAT (-). and TRUSTSAT (+). The values would tend to indicate that the farmers were
either more satisfied or less satisfied with the cooperative than the manager of the cooperative
comprehended. For example. the farmers were more satisfied with the price and credit available than
the manager fully perceived while the farmers were less satistied with the input supplies. location.
training received. and their general trust of the cooperative than the manager of the cooperative
discerned. The cooperative manager undervalued the importance of market information to the farmers
who sold to the cooperative while overstating the importance of interest rates. and storage to farmers
who sold to the cooperative. The results would suggest that the cooperative manager understood
many of the concerns farmers had implied by their motives or actions demonstrated in their
marketing. however. the manager may have misread some other important differences in perceptions

the farmers indicated by their actions.



5.6.3 Multinomial Logit Models

In the multinomial imodels from Table 13 (and Appendix D). it can be also observed that the
significant coefficient values for the variables on the choice of cooperative remain significant and the
relative values have not substantially changed. However. most of the coefficient values on the choice
for both the cooperative and wholesalers were consistently insignificant with the exception of
cocfficient values for variables TIMESAT (=) . LOCSAT (-). TRUSTIM (-). COOPMEM (-). and
CASAT (-)

The coefficient values for the variable TIMESAT (TIMESAT4. TIMESATS) on the choice
of both the Sanpatong cooperative and wholesalers were consistently significant and positive (see
Table 14. model giving the marginal probabilities). This could be interpreted to mean that those
farmers who choose to sell to both the wholesaler and the cooperative were generally more satistied
with time it took to sell their product. The values from the tabulation table. Table 12. may also have
indicated that these same farmers judged the importance of time more strongly than other farmers.

The coethicient values for the variable for LOCSAT (LOCSAT3 - LOCSATS) on the choice
of both were negative and statistically significant. The values may indicate that those farmers who
sold {0 both agents were not as satisfied with the location as those farmers who either sold to the
cooperative or the wholesalers. This result may have been due to the fact that some farmers had to
take their agricultural produce to more than one marketing agent because the agent either rejected
some of their product (i.¢ poor quality) or the farmer had more than one agricultural product to sell.
This interpretation would coincide with some of the answers given by farmers in the open-ended
questions. which had either stated their product was rejected because of poor quality or inadequate
spacc at the plant.

The coefficient values on the variable TRUSTIN (TRUSTIM3-TRUSTIM4) on the choice

of both the cooperative and wholesaler(s) were negative and statistically significant in some
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regressions. The results may suggest that those farmers who choose to sell to both agents did not
value the trust of the chosen agent as important as the other farmers. This result was quite rational
and would concur with the prior expectations.

The coefficient value for the variable COOPMEM was negative and significant on the choice
of both (see Appendix D). using the marginal probabilities as a measure of significance. The ouicome
may have implied that those farmers who sold to both agents were less likely to be members of the
Sanpatong cooperative than those who sold to the cooperative. The results may however not apply
for those who sold to the wholesalers because the B coefficient value on choice of both the
cooperative and wholesaler(s) was positive and insignificant for the choice utilizing wholesalers as
an intercept value.

The coefficient values for the variable CASAT (CASAT3-CASAT4) on the choice of both
were significant and negative (see Appendix D). The negative values on the choice of both may have
revealed that those farmers who choose to sell to the cooperative and the wholesalers. were less
satisified with the credit made available than farmers who sold to either the cooperative or the
wholesalers. The outcome would seem reasonable because farmers may had difficulty securing a loan
from the cooperative (or another lending agent) if they didn't consistently sell their produce to the

cooperative (or to another particular agent).

6.5.4 Order Probit and Censored Tobit Models

The inclusion of variables valuing satisfaction may be indirectly endogeneous because the
values were ranked by each farmer on the perception of the agent he/she dealt with. The ordered
probit models or the censored tobit models may provide a means to evaluate the attributes from a
regression using either AGENT and COOPMEM as one of the independent variables and either

PRICESAT or some other satisfaction variable as the dependent variable. In Table 14. the variabies
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PRICESAT. INPUTSAT. CASAT. CCSAT. TIMESAT. GRADSAT. MISAT. TRAINSAT.
TRUSTSAT. and DIVSAT are the dependent variables each regressed with the a set of independent
variables such as COOPMEMN. AGENT. LONGAG. SOYSOLD. RICESOLD. GARLICSOLD and
AGE. The results from Table 14 indicated that the PRICESAT variable was not significantly different
for farmers who sold to the cooperative and farmers who sold to the wholesalers. The other
satisfaction variables with the exception of CASAT. CCSAT. and TRAINSAT appeared to be
consisten' with those results from the binomial logit results in Table 13 and the results from
multinomial logit models in Table 13.  The censored tobit model results in Table 14 found the
AGENT variable positive (negative) but statistically insignificant when regressed as an independent
vanable with the CASAT (CCSAT) as the dependent variable. The censored tobit model also found
that using the TRAINSAT as the dependent variable and AGENT as the independent variable
indicated that the cooperative was positive and signiticant. Those farmers who sold to the cooperative

were more likely to be satistied with the training provided.

5.6.5 Nonparticipation Model

In Table 13, model 2. the variable choice for nonparticipation was combined to find out if
farmers whe chose not to sell their farm produce had different perceptions from those farmers who
either seld to the cooperative or the wholesalers.  The values from the tabulation table would suggest
that those farmers who chose not to sell their agriculture produce were generally less satisfied with
all the product attributes of the organizations. However. the values from the multinomial model that
incorporated importance attributes found that the coefficient values for each of the variables were
not statistically different than those of the farmers who sold to either the cooperative or the
wholesalers. In model 2. the only variable with a significant margina! probability value was trust

importance. TRUSTIMS. indicating that nonparticipants valued trust somewhat less than those who



sold agriculture produce to either the cooperative or the wholesalers.

5.6.6 HangDong District Model

In Table 15. there are two models. models 3 and 4. that have included the observations from
the HangDong district with those from the Sanpatong district. A dummy variable (0 or 1) was used
to distinguish the observations from the HangDong district and those from the Sanpatong district.
Combining the two districts did not change the values of the coefficients but the added coefficient
value. the HangDong dummy variable. was negative and significant. The negativity and significance
of the dummy variable on the HangDong district indicates that those farmers from the HangDong
district were more likely to sell to the wholesalers than those from the Sanpatong district. However.
in awareness of the small sample from the HangDong district. unequivocal assertions pertaining to
the farmers' perceptions should not be ascertained. The values of the coefficients could not be
rigorously examined using logit analysis with such a small sample but the tabulation table did provide
some indication of the differences between the farmers' perception of the cooperative and the
wholesalers: and those between the HangDong cooperative and those from the Sanpatong cooperative.
The average rating from those who sold to the HangDong cooperative was significantly'” higher than
the wholesalers in the HangDong district for the following variables (difference in brackets):
INPUTSAT (0.47). CASAT (0.37). STIM (0.28). GRADIM (0.37). TRAINSAT (0.28). TRUSTSAT
(0.57). DIVSAT (0.84). and INCOME (0.58). The average rating from those who sold to the
wholesalers in the HangDong district was significantly higher than the HangDong cooperative for
only one variable. TIMESAT (0.25).

The differences between the perceptions from the farmers in both districts who sold to a

cooperative must be interpreted with caution. The variable ratings were obtained by rankings

"The subjective value defined as significant is the difference between the average rating for the
cooperative and the wholesalers of 0.25.
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conducted by difterent interviewers and each interviewer could have had shown some of their own
bias when interviewing.'* However. there was evidence that the average income level for farmers
in the HangDong district was higher than average income level in the Sanpatong district. with those
farmers who sold to the HangDong cooperative having the highest income level of those interviewed.

In Table 12. the HangDong managers' point of view and the farmer's perspective differ by
more than one ranking for the following variables. In the brackets. a positive sign is given if
managers’ view ranked higher than the average ranking by the farmers interviewed and negative sign
if the managers’ view was lower than the average ranking by farmers interviewed. These variables
are PRICESAT (=). INPUTSAT (~). CCIM (=). GRADEIM (-). GRADSAT (-). MISAT (-). and
DINSAT(-). The differences would suggest that farmers were either more satisfied or less satisfied
with the cooperative than the managers of the cooperative understood. For example. the farmers were
more sabsfied with the grading and market information than the managers iully thought while the
farmers were less satisfied with the price. input supplies. and dividends than the managers of the
cooperative grasped.  The cooperative managers overstated the importance of the interest rate and

grading than whar had been expressed by the farmers interviewed

5.6.7 Onion Cooperative Model

In Table 15 modcls 5 and 6. onions are included as a dummy variable in model set where
the farmer has a choice of either the cooperative or a wholesaler. All the observations from the
Sanpatong district who sold to either a cooperative (Sanpatong cooperative or the Banuk ‘onion’
cooperative) or a wholesaler are thus included.  Combining the obsenvations from the two
cooperatives has not substantially changed the values of the coefficients but the ‘onion product’

coefficient was positive and significant. The dummy variable on the ‘onion product’ would indicate

5. . . L
The conclusions from the companscn of the values from each interviewer would indicate some
unexplamed vanation or bias
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that farmers who sold onions were more likely to sell to the cooperative than farmers whe sold other
products in the Sanpatong district. In regard to the small sample of farmers who sold onions in the
Sanpatong district. the results should be interpreted with discretion.”” The values of the coefficients
from the tabulation table provide some indication of the differences between the farmers’ perception
of the Banuk ‘onion’ cooperative and the wholesalers. The average ratings from those who sold to the
onion cooperative were significantly*” different than the wholesalers in the Sanpatong district for the
following variables (difference in brackets. positive in favour of the coop. negative in favour of the
wholesalers): PRICESAT(-0.35). CASAT (=0.29). MISAT (+0.43). DIVSAT (-0.45). and INCOME

(~0.9).

6.6 Summary

The data analysis from the tabulation table. and the econometric analyvsis. identify some
significant points of rationale about how the farmers make their decisions concerning the selling of
therr agricultural produce to prevalent organization(s). The more substantial issues discussed in the
study pertain to the questions involving the differences in the farmers' views of the attributes or
charactenstics of the different organizations. The outcome from the data analvsis would show that
there are several key differences in the attributes concerning each of the organizations. The
cooperative. in comparison to the wholesalers. appeared to provide more satisfactory input supplics
to the farmers. an alternative option for credit. be more likely to proffer market information. be

perceived as moderately more sincere. and provide the option of getting dividends. The wholesalers

"“The vanable rankings for the Banuk 'onion’ cooperative were not 1solated from the values given to the
Sanpatong cooperative. In other words, some of the farmers sold to both cooperatives (and were members of both
cooperatives)  As consequence, while the manager's and the farmers' perceptions mayv be compared in Table 12
by mspection . 1t may be misleading to provide any conclusions

o . . . .
“"The subjective value defined as significant 1s the difference between the average ratny for the
cooperative and the wholesalers of 0 25
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were found to provide similar services to the farmers for those variables not mentioned above with
one significant exception. The wholesalers. in comparison to the cooperative. were found to provide
a more agreeable location of purchase. However. the farmers did not indicate significantly difterent
rankings for the importance of any of the variables depending on whether the farmer sold to the
cooperative or the wholesaler with the exception of dividends and storage availabiliry. The results
did find that farmers in general were inclined to value some of the attributes as more important than
other attributes.  For example. farmers ranked price. input supply. location of purchasc. timing of
purchasc as the most important variables (average ranking over 4).

The study determined that the choice of the market agent was often precenditioned on several
different factors. The most significant factor involved in the choice of whom the farmer sold to was
the agricultural produce bemng sold. For example. farmers in the Sanpatong district whe sold
soybeans or ontons were more hikely to sell to the cooperative than the wholesalers. In contrast. for
now those farmers who sold garlic were more likely to sell their product to the wholesalers than the
cooperative. Rice was msignificant in the choice ot the market agent. There was also some indication
from the data that the village the farmer was from. and the number of vears sold to the same agent,
influenced the choice of the marketing agent  The data provided some evidence that farmers from
some of the same villages were otten melined to sell to the same agent There was also evidence that
farmers who sold for more than one vear to the same agent were more likelv to have sold to the
cooperative. The ramifications of this conduct would indicate that farmers’ past experience is
consequential in the decisions they will make hereafter. Farmers who sold to the cooperative will
likely continue to sell to the cooperative while farmers who sold to the wholesalers may or may not
continue to sell to the wholesalers.  The habit forming behaviour of farmers who sold to the
cooperative could be a sense of loyalty of the cooperative members or it could perhaps be for other

reasons such as credit or input supply commitinents. Another general conclusion from the results was
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that farmers who sold to both the apents discern tisne as a necessary factor that could not have been
met by a single agent choice. The farmers choose to sell to both the cooperative and wholesaler(s)
because of time constraints. The nonparticipant farmers were found to place the same meaningfulness
on the different aspects of the organizations as the farmers who sold agricultural produce but were
much less satisfied with the worth of the artributes being made avaiiabile.  The comparison of the two
cooperative organizations in each of the districts show slight differences in how the farmers perceive
them 1n context to the wholesalers in the districts. The deviations between the cocperatives are visible
in the tabulation table but are not further elaborated on in this study due to some limitations that were
discussed before. The cooperative managers’ perceptions cf their organizations and the perceptions
of the farmers differed substantially on some important factors. There were some significant elements
about the services the cooperatives misjudged from the opinions expressed by the farmers in the
nterviewing. The farmers in the Sanpatong district were less satisfied with input supplies. location.
training received. and in their general trust of the cooperative than the Sanpatong manager cither
indicated or understood when the interview was conducted. In the HangDong district. the farmers
were less satisfied with the price. input supplies. and dividends than the managers of the cooperative

fully comprehended.
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VII Summary, Conclusions, and Recommendations
7.1 Findings of the Study

The performance of cooperatives in Thailand is evaluated in context to previous dJocumented
research on cooperatives in Thailand and the empirical analysis of the Sanpatong and HangDong
cooperatives as presented within this studv. It is the intent of this chapter to reiterate the most
important issucs addressed and from the analysis of the data collected on the Sanpatong and
HangDong cooperatives make conclusions concerning these issues.

The first issue concerns the differences farmers have in perceptions of the cooperative
organizations and the other nval agents in the me:ket. The performance of the Sanpatong cooperative.
HangDong cooperative. and the Banuk "onion’ cooperative are evaluated in relation to their outcome
trom the empirteal analysis in companson to their counterparts. the wholesalers. The results from the
data analvsis indicates that the cooperative may offer the farmers in the Sanpatong and HangDong
districts a better market agent choee tor certam atwributes while the wholesalers may also offer other
attributes that are preferred by the farmers i the two districts. The results sugges: that farmers valued
the cooperatives more favourably for such attmibutes as input supplies. market information provided.
the general trust of their market agent. and the dividends given out while the wholesalers are preferred
for attributes concerning convenience such as the more aceessible locations of purchase. However.
the results did not find that farmers who sold to the cooperative or farmers who sold to the
wholesalers were significantly more inclined to value any of the attributes as more important to them
than the other market agent choice(s) with the exception of dividends and storage availability.
Farmers who sold to the cooperative were more inclined to rank dividends as more important than
farmers wlio sold to the wholesalers. Farmers who sold to the wholesalers were more inclined to rank
storage availability as more important than farmers who sold to the cooperative,

The second issue dealt with how farmers choice of market agent changed between the
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cooperative and the wholesaler depending on the agricultural product sold. The outcome from the
data analysis indicated that farmers selling soybeans or onions were also more likely to sell to the
cooperative while those who sold garlic were more likely to sell to the wholesalers for now. It was
the first year the Sanpatong cooperative purchased garlic from the farmers in the district. The data
from the two districts also indicated that farmers were indifferent to who rice was sold to.  This issue
may have important implications for cooperatives if farmers happen to diversify their agricultural
products away from rice. In other words. the farmers' choice of market agent may change depending
on which agricultural product(s) farmers produce. Therefore. the Sanpatong and the HangDong
cooperatives may have the potential to expand their market share if sovbeans or onions were to
become more popular to grow in the two districts.

The third issue has addressed the different views the managers of the cooperatives and the
farmers in the two districts have concerning the attributes encompassed by each of the market ageng
choices. These attributes. where the managers’ and farmers' views have decisively differed. are to
do with the farmers satisfaction with price. input supplies. location. training provided. trust of the
cooperative. and dividends. The farmers were less satisfied with each of these attributes than either
the Sanpatong or HangDong cooperative managers acknowledged or recognized at the time when the
interview was conducted.

The fourth issue considers how the cooperative organizations may help increase agricultural
productivity. and improve the farmers' bargaining power in marketing their farm products. The
documented research on cooperatives in Thailand suggested that cooperative organizations have made
some progress from a historical perspective but the improvements have been quite sporadic and
costly in terms of the finances and resources that have come from the Government of Thailand. The
achievements in improved profitability. loan repayment. and efficiency of the organizational structure

of the cooperatives can be exemplified by cooperatives such as the Sanpatong and HangDong
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cooperatives in Northern Thailand. The empirical analysis of these cooperatives from the perspective
of the farmers have shown that cooperatives in Thailand have the potential to provide certain
attributes better than alternative organizations such as private wholesalers. For example. the results
as discussed earlicr had shown that the Sanpatong and HangDong cooperatives enhanced the market
from the farmers perspective and had achieved these improvements without financial support from
the government. Cooperative theory discussed in an earlier chapter also showed how the cooperatives
have the potential to help farmers achieve better terms of bargaining with concem to prices. services
and loan opportunitics. However no data was collected from a district without a cooperative to make
a comparison. and therefore the information about how cooperatives may improve bargaining power
for farmers could not be discerned.

The final issue to contront concerns whether or not multipurpose cooperatives better
serve the needs of the farmers in contrast to cooperatives that have a single function. Cooperative
theory in an carlier chapter discussed the advantages and the disadvantages of either multipurpose
cooperatives or single function cooperatives but according to theory neither cooperative structure was
defined as a clear winner. However. literature documented on agriculture cooperatives in Thailand
have strongly implied that multipurpose cooperatives have had a better overall performance than that
of the single-purpose cooperatives. The data from the Sanpatong and HangDong districts seems to
corroborate the statement above. The results from the empirical analysis suggests that farmers highly
value all the attributes of the multipurpose cooperatives and like the convenience of selling to the

same agent from whom they also get input supplies and credit.

7.2 Recommendations
The findings in the previous section could have significance for those involved in agriculture

and policy implementation in Thailand. The farmers in Thailand. particularly those farmers from the



Sanpatong and HangDPong districts. may have a purpose with the information as concerns the decision
of who they may best choose to market their agriculture produce, get input supplies from. and vorrow
finances from. For example. the farmers could use the results from the study to make the choice of
the market agent that best meets their needs for their particular circumstances. The information could
be used by the cooperative organizations such as the Cooperative League of Thailand (CLT).
Agricultural Cooperative Federation of Thailand (ACFT). and in particular. the Sanpatong and
HangDong cooperative management. These organizations may want to model other cooperatives
from the example of the Sanpatong and HangDong cooperatives. The cooperatives. including
Sanpatong and HangDong cooperatives. may find new insight into how they could improve their
performance and better serve the needs of their members. The information could also be used by
policy makers and those who implement policy. Extension officers may find the information quite
useful in tryving to determine the most appropriate methods to solving the problems for agriculture in
Thailand. University academics may utilize the information in further research of cooperatives in
Thailand or other developing countries. Finally. perhaps most importantly. the policy makers from
the Government of Thailand may use the results when planning future policies concerning rural
agriculture and’or cooperative organizations. For example. the study outlines how cooperatives have
provided some unique characteristics not provided by the wholesalers.

To reiterate. the market structure in the Sanpatong and HangDong districts in their present
form consists of several choices for marketing the farmer's produce. obtaining credit for short term
and intermediate needs. and offering diverse sources of input supply. As such. the market effectively
provides the primary needs of the farmers in the Sanpatong and HangDong districts with no need for
fundamental change. The farmers in both districts appear to be relatively satisfied with the market.
and the wholesalers and the cooperatives offer a complementary array of beneficial needs to the

farmers. However. some farmers would like to see some modifications in the current composition
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of the organizations. For example. the results from the data analysis suggest that farmers likely want
more training and market information made accessible. the cooperative should consider providing a
transferral of the agricultural produce from the village sites to Sanpatong as a rudimentary service.
and a need for more explanation to farmers about the pricing and other services.

In general. the essential services offered by the cooperative or wholesalers may be only
expected to marginaliy improve under the present circumstances prevalent in Northern Thailand. It
is the researcher’s opinion that improvements in the services provided to farmers is directly associated
with basic education in rural regions. The system or structure of the market can only improve if the
farmers are better equipped with the skills they will need for adoption of new farm methods and new
technology. While the cooperatives should become actively involved in the process of change in
agriculture. the predominant force in the improving the plight of rural farmers will directly involve

the government.

7.3 Limitations

The study conducted in this thesis provides meaningful information that may be relevant for
further study. and decision making by the farmers. the cooperatives. the Government of Thailand and
the others cited before. However. there are several limitations in the scope and depth of the study that
need to be tully understood by those who mayv use the information. The first limitation concerns the
data collection and the second hmitation about the method of data analvsis.

The data was collected by using an arbitrary method based on ranking utility amongst
different farmers in only two districts in Northern Thailand. The information only concerned two
multipurpose cooperatives (and an onion cooperative) that are generally considered to typify' the more
successful cooperatives in Thailand (may not apply to the onion cooperative). The sample size from

the HangDong district. and the samples associated with the onion cooperative. were small
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representations of all the farmers. Moreover. the collection process may have involved some small
discrepancies not accounted for by the variables studied or due to researcher error.

The analysis of the data was done by using a cross tabulation method and a simple version
of the random utility model. While the models may provide an accurate account of the data there are
several flaws or difficulties associated with their use. For example. the tabulation table is too simple
to identify anything more than the obvious while the random utility model is based on several weak
assumptions extensively discussed by Ben-Akiva and Lerman (1993) an¢ Maddala (1989).
Furthermore. the random utility model used in this study doesn't incorporate attributes specific to each
of the organizations. By not includirg characteristics specific to each of the organizations the model
may be incomplete. As well. there are several different options available to each of the farmers that
cannot be precisely identified in this random utility model. There are a multitude of choices facing
each farmer that is unique to the farmers desired set of criteria or needs. For example. the farmer
(member or nonmember) may choose to sell histher rice to the cooperative. his/her soybeans to the
village wholesaler. borrow money from the bank. buy inputs from the market in Chiang Mai and so
on. The random utility model utilized in this paper does not capture the full impact of these different
intricacies. However. another approach based on similar principles. the nested logit model. can be
adapted to suit the hierarchical structure of decision making as outlined above. This method wasn't
implemented because of the computational difficulty involved. For further reference to the nested

model the reader is referred to Ben-Akiva and Lerman (1993 ) or Maddala (1989).

7.4 Implications for Further Study

The framework of study could be extended in several different directions to obtain other
purposeful information that the research is this study did not address. For example. the existing data

could be used to analyze the indirect effects between different variables such as dividends and age.
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income and education. and so on.  Other interesting studies bevond the reach of this study could
confront issues involving welfare measurements for the impact of changes in the market. For
example. a more elaborate random utility model incorporating specific organization or site
substitution attributes could measure the impact of a closure of the cooperative or the withdrawal of
a service from the cooperative. The welfare measures could also be extended to analvze several
different aspects that could not be tested in the empirical analysis of this studyv. The most important
of these is whether or not the multipurpose cooperatives are viewed as an improvenicnt in the
performance of the cooperative. Another approach would be to compare the different locations where
there are cooperatives. to those without cooperative organizations. to evaluate the differences. For
example. the differences examined may include price. credit made available. interest rate. and so on.
to determine whether or not having the cooperative significantly alters the existing market structure.
The results from the study may also provide a basis upon which further insight can be extended into
rescarch comparing profitability. asset turmover. leverage factors. return on assets. and return on net

worth. and so on.

7.5 Conc iding Statements

In conclusion. the data from the analysis shows that the cooperatives have a purpose in the
Sanpatong and the HangDong districts. The cooperatives provide a viable alternative for farmers to
choose from in marketing their produce. getting input supplies. and obtaining credit. In other words.
the cooperatives achieve an improvement in several services bevond those offered by the wholesalers.
The wholesalers. however. provide some other services prefered to those offered by the cooperative.
Therefore. it appears that the Sanpatong and HangDong district farmers are best served by having a
competitive environment where both the wholesalers and the cooperatives are competing for the

farmers' loyalty.
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Appendix A: Farmer's Questionnaire



Farmers Questionaire

Questionaire no.

Name:

Village: Name of Interviewer:

Date of Interview:

Personal Demographics:

Sex: Annual Income in baht:
Age: 20,000 orless ___ 40-50,000
Family Size: 20-30,600 _ 50,000
Education: 30-40,000 _ or more
Farm Demographics:
Farm Size: rai Owned:
Rented:
Cropping information for the past vear:
crop No.rai
rice
sovheans
onions
garlic
other
Crop production and use for the past vear:
crop total consump- seed livestock sold
production tion use
rice
sovbeans
|__garlic
onions
other




Marketing Demographics:

1. In the past year, who was your buyer(s) of rice?
Who bought your other farm products?
2. Are you a member of a cooperative or cooperatives?
How many years a member of the cooperative?
3. If ne, have vou been a member of a cooperative?
How many years have you sold to vour present buyer?
4. When was the rice sold to the buver?
When were the other farm products sold?
5. Where did you sell your rice?
Where did you sell your other farm products?
6. Was your farm products transported?
How were they transported?
How much did it cost?
7. What price was received for the rice?

What prices were received for the other farm products?
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8. Were other prices offered by the other buyers? What were the other prices offered?

9. **If a cooperative, were dividends issued? How much?

10. Does the marketing agent provide market information?

How do you get market information?
For example

i) general info

i) radio

iii) newspaper

iv) info from the market agents
v) T.V,

vi) extension officiers

vii) contact farmers. etc...

[1. Does the market agent provide any training? Such as managerial training. crop production
training. fertilizer and chemical use, etc..?

12. Are you satsified with the market info and training received from the marketing agent?
Why or why not?

13. Does the market agent provide inputs such as chemicals, fersilizers, seed. etc..”?

Does it provide credit for these products?

What is the credit arrangement?



14. Did you receive credit for your product?
How much credit?
What interest rate?
How long?
Did you get any other credit?
15. Do you have your own storage facilities?
Did you you have to store the product(s)? How long?

or

Did the market agent provide storage?

Was there a cost?

16. Was the rice graded?

How was the rice graded?

Were vou satisfied with grading?

Were the other products graded?

How were your other produccts graded?

Were you satisfied with the grading?
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On 2 1-5 ratio of importance, rate the following:
S is most important, 1 is least important

Not Important Important

th

Price

Inputs supplied by the market agent
Credit availability

Credit charge

A7

1 23 4

1 23 4

123 4

123 4
Location or transportation 12345
Timing of purchase 12345
Storage 12345
Grading 1 23 4S5
Market information 1 23 45
Training 1 23 4S5
Trust 1 23 45
Dividends 1 23 45

On a 1-5 ratio of the satisfaction for the past year, rate the following:

S most satisfaction, 1 least satisfaction

Not Satisfactory Satisfactory
Price received for product(s) 1 23 45
Inputs supplied by the market agent I 23 45
Credit availabilitity 1 23 45§
Credit charge 1 23 45
Location or transportation 1 23 45
Timing of purchase 1 23 45
Storage 1 23 458
Grading 1 23 45
Market information 1 23 45
Training 1 23 458
Trust 1 23 45§
Dividends 1 23 45

9. On a 1-§ ratio of willingness, rate the following:
5 is most willing, 1 least willing

Pool your muaey for credit purposes within your village

not willing willing
12345

117



Pool your resources of labour and time to improve marketing of your farm products in your
village

not willing willing

12345

20. Are you satisfied with the present marketing structure?

21. What do you like or dislike about your marketing agent?
Why?

What would you change?

22. On a 1-§ ratio. rate your marketing agent or agent(s)
S is best, 1 is worst

bad good
123435
23. Who do you prefer to sell to
i) cooperative
ii) private agent or wholesaler
iii) government

iv) directly to the consaumer

Why?

24. Do you have any changes you are planning? What are they?

Thankyou.
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Appendix B : Market Agent's Questionnaire
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Marketing Agent(s) Questionaire

Market Agent:

Name of the person interviewed:

Town site of the plant:

Date of interview:

1. How many years cld is the cooperative?

2. How many members or customers do you ha: e?
3. Is the cooperative expanding? By how much?

4. How many employees work at this cooperative?

S. How can you become a member or sell to this cooperative?

What rules and regulations do vou have to be a member or to sell to this cooperative?

6. What is the area to which your cooperative purchases agricultural produce from?

7. What agricultural products do you buy from the farmers?

8. How are each product graded or what criteria do you use in grading?



Do you think farmers understand your grading method?

Do you think the method of grading is satisfactsry to the farmer?

9. What are the prices for each of the farm products bought according to their grade (today's
price)?

10. How do the prices for these agriculutral products vary in the vear?
How do your prices compare to those offered by other market agents?
11. When are farmers paid for the agricultural products?

12. Do you sell inputs to the farmers? What inputs do you sell to the farmers?

13. Do you offer credit for the purchase of these inputs?
What is the credit arrangement?

Do you offer cash credit to the farmer?
How much?
What interest rate?

How long?



14. Does the company borrow money?

What are the terms you borrow at?

Who do you borrow from?

For example, the bank, government, farmers, marketing board.

15. Do you get your inputs on any credit? If so, what are the terms?

16. Do you transport products from the farm to the plant?

If so, what are the terms of trade? For example, the distance, volume, and the cost to the
farmer?

17. Do vou purchase agriculutral produce from the farmer at the plant?

18. Are the products further processed at the plant before shipment?

What processing is done?

19. Where are the prc ducts then shipped to?

How are they transported?

What are the costs added to processing and transportation?



20. Do you provide stoprage to the farmer at the plant or other locations?

What are the terms?

21. Do you have storage at the plant?

How long can you store your product?

22. What prices do you sell your products at?

23. Do vou provide the farmer market info?

What market info do you provide?

How do you provide them info?

24. Do you provide the farmers training?

What kind of training do you provide?

How do you provide them training?

Do you think they are satisfied?



25. What other services do you provide the farmers?

26. Is the cooperative profitable?

27. What do you do with the profits?

28. How are the dividends distributed? How much?

29. Do the farmers make payment on their credit on time?
Are you satisfied with their effort to pay for credit borrowed?

30. Do the farm products come to the plant at the appropriate time or do the farmers not
supply the products when needed at the plant?

31. Is the quality of the product satisfactory to the plant? For example, the rice meets the
quality standards for moisture content, cleanliness, and disease?

How could the product be improved?

32. Are the farmers willing to cooperate and learn so as to improve their products?
Are the members loyal to the cooperative?
Are the farmers knowledgable enough to make the changes needed?

33. Are you satisfied with the market structure?

If not, what problems persist in the market?



How could the market be improved?

Rate the importance of the following on a 1-5 ratio
Sis very good, 1 is very bad

bad

152
[=
[=4
(=8

(7.}

Price

Inputs upplied by the market agent
Credit availability

Credit charge

h ‘M 'h

1 234

1 234

1234

1 234
LLocation or transportation 1 2345
Timing of purchase 1 2345
Storage 1 2345
Grading 1 2345
Market information 1 2345
Training 1 2345
Trust 1 2345
Dividends 1 2345

Rate the service you provide to the producers according to the following on a 1-5 ratio:
Sis the best, 1 is the worst

bad

aQ
[=]
=]
(=1

N

Price

Inputs supplied by the market agent
Credit availability

Credit charge

Nh N

1 234

1 234

1 234

1 234
Timing of purchase 1 2345
Convenience of sale 1 2345
Storage 1 2345
Grading 1 2345
Market information 1 2345
Training I 2345
Trust 1 2345
Dividends 1 2345

What changes do you have planned for in the future?

Thankyou.
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Appendix D : Multinomial Models
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Multinomial Models: 0 wholesaler, 1 coop, 2 both

346 observations, 185 cooperative, 121 wholesalers, 40 both
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Appendix E : Correlation Analysis



Correlation Table, Spearman coefficient values

(from the highest values to the lower values)
Ccim & Caim 0.79813
CCsat & CAsat 0.72026
Misat & Trainsat 0.65135
Stim & Stsat 0.64793
Trustsat &Divsat 061711
Trustim & Trustsat 0.60213
Caim & Casat 0.57574
Ccim & Casat 0.56141
Coopmem & Divim 0.56074
Trustim & Divim 0.65219
Divim & Divsat 0.55127
Coopmem & Divsat 0.51573
Locim & Timeim 0.48433
Timeim & Timesat 0.47907
Timeim & Timesat 0.47907
Trustsat & Divim 0.46848
Ccim & Ccsat 0.4674
Miim & Trainim 0.46542
Coopmem & Trustsat 0.44696
Timesat & Stsat 0.4211
Coopmem & Trustim 0.41211
Coopmem &Agent 0.38587
Trustim & Divsat 0.36315
Locim & TIimesat 0.34233
Timeim & Stim 0.32254
Locsat & Timesat 0.31902
Trainsat & coopmem 0.30219
Coopmem & Locsat 0.24053
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Appendix F: Banuk 'Onion' Cooperative
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Onion Cooperative

The onion cooperative. established in 1984. had approximately 2100 members at the date of
the interview on November 3. 1993. The cooperative membership had been relatively stable until up
to the past year when membership fell by 334 members. The cooperative moved operations from
Sanpatong townsite to the town of Maewang in the Maewang district just outside the Sanpatong
district last year. The cooperative purchased onions from members and nonmembers in the Sanpatong
and Maewang districts. There were only three employees at the cooperative serving the members and
nonmembers. To be a member the farm__er was to have grown onions in the past three years. have been
over the age of 20 years. never have~been rejected by the cooperative before. and not have credit

owing at another organization to which the farmer had borrowed at the onion cooperative to pay off.

The price of onions was dependent on a grading svstem based on 4 different sizes. On the
date of the interview. November 3. 1993. the price was 17 baht/kg but the price was usually much
lower. varying from 7 bahtkg for grade O (largest) in January to 1 baht/kg for grade 3 (smallest) in
January. The chart below illustrates the prices in 1993 as the following:

Chart I: Prices for Onions. according to grade and the date

0 7 baht/kg 6 baht/kg 4 baht’hg
1 4 bahvkg 3 baht/kg 4 bahvkg
2 2 baht/kg 2 baht/kg 4 baht/kg
3 I baht/kg 1 baht/kg 4 baht/kg

According to the manager. the cooperative could have controlled the price or narrowed the
price range if the farmers h: . sold their produce to the cooperative. But when some of the farmers

sold to the wholesaler and some to the cooperative. the result was wide deviations in the price



depending on the date of sale. The manager stated that the wholesaler would offer a better price
initially to induce the farmer to bring the product to the wholesaler but once the farmers were coming
to the wholesaler the price would come down. In other words. according to the cooperative n aer.
the wholesaler was using predatory pricing to trv to force the cooperative out of business.

The cooperative had in some vears sold input supplies to the farmers but the decision on
whether to sell inputs in any given year depended on the cooperative's financial resources available
to purchase the supplies for selling to the farmers patronizing the cooperative. If the finances were
available and the cooperative committee approved the purchase of inputs. the cooperative would make
available chemicals. fertilizer. and seed for redistribution. The cooperative customarily arranged seed
for cach vear because the government had given the cooperative the right to purchase imported onion
seed treated for disease when the wholesalers were not granted the same privilege.' The cooperative
was the sole purchaser i this district of imported onion seed while the wholesalers sold seed
produced domestically that was usually of poorer quality and not treated for disease.

Credit for inputs from the cooperative had been available in the past but at the time of the
interview. the cooperative did not have the financial resources to make credit available for inputs
purchased by farmers. The cooperative arranged its own finances every vear from the extension
department of the government and the Organization for Agriculture. The cooperative could borrow
from the extension department at 6% a vear and from the Organization of Agriculture at no interest
charge but the amount available to borrow in each vear depended on the decisions by these two
organizations linked 10 government.

The farmers transported their produce to the cooperative in Maewang at their own expensive.
The cooperative did not have long-term storage and did not further process the product. When the

farmers brought their produce to the cooperative. the cooperative arranged shipment by container

‘At the nme of the interview farmers were publicly protesting that it was unfair to only allow the
cooperative the night to redistribute imported onions



truck to Bangkok for export. The cost of shipment of the product to Bangkok for each trip was 5000
baht/13.000 kgs or 0.385 baht/kg.

The cooperative paid the farmers for the product after the onions were either sold in Bangkok
for export or sold domestically by the cooperative. The product was bought at 4 baht’kg by the
cooperative and usually sold in Bangkok at 5 baht/kg. However last year the cooperative bought
from the farmer at 7 baht/kg and sold the product at 5 baht/kg. According to the manager. the
cooperative had no choice but to pay farmers the same price as offered by the wholesalers at 7
bahtkg. The cooperative lost four million baht in the 1992/93 vear and issued no dividends. In fact.
it was the researchers understanding that the cooperative had never issued dividends since its
conception in 1985. If the cooperative had had profit they would have issued 3% back to the farmer-
members.

The cooperative provided market price information to the farmers on a marketing board at
the office in Maewang but did not give any further information unless asked. Morcover. the
cooperative had not provided any training to the members in the past vear. however. had it been
possible. the manager expressed that he would have liked to have provided chemical. fertilizer. and
management training. According to the manager. the cooperative didn't have the financial resources
to provide anything more then the essential framework of the purchasing and selling the fanrers
produce. The manager implied that the cooperative was in a precarious state and that he was hoping
the wholesalers and the farmers could work together cooperatively to improve the market structure.
It was the manager’s view that the present market structure allowed the cooperative to sell seed to the
farmers but the farmers were not necessarily selling their product back to the cooperative. Some
farmers sold their product to the wholesalers even though they may have agreed to sell their product
to the cooperative. The cooperative needed to guarantee 4 million kgs of onions to a Bangkok firm

to assure a contract for exporting to Japan.. If the cooperative could not get that volume of product



the contract would go to who ever could provide 4 million kgs of onions. Therefore. if the
cooperative failed to obtain the contract. the cooperative had to sell the product domestically at a
lower price. To get around this predicament. the cooperative manager asserted that he had wanted
to sell directly to Japan but the Thailand government wouldn't give the cooperative authorization to
sell directly for export. Thus . for the coming year when the interview was conducted. both the
cooperative and the wholesaler were aggressively preparing for attempted struggle to get a high
enough volume to obtain the contract from Bangkok. In spite of the present dilemma. the cooperative
manager suggested that if the cooperative and wholesaler could cooperate together. it was his opinion

that they could mutually secure a stable price to the producers and jointly exist in the same market,
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