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had not received any services, but about the same proportion received production advice 
(43%), input supply (7%) and meetings with farmers (3%). On average, 40% of the 
respondents were satisfied with officials’ services. 

Farmers also identified the types of information and knowledge most important to them: 
appropriate application of fertilizer and chemicals (38%), alternative crops with available 
markets (20%), methods for increasing productivity (17%), appropriate production methods 
(12%) and others (13%). 

VIII. INCOME RISK AND EFFICIENCY 

Contract farming provided growers with an assured market, stable income, access to firms' 
services, ease of credit and technical knowledge, and it provides agro-industrial firms with an 
assured supply of good quality raw material at less fixed investment and low cost. Specific 
outcomes of contract farming on these aspects are discussed below and are based on 
Wiboonpongse et al., (1998) except where indicated otherwise. 

In the case of Northern Thailand in the late 1980s and early 1990s, half of the farmers 
earned off-farm income before and after starting contract farming. After starting a contract, 
74% of the respondents enjoyed higher household income while 5% reported reduced 
incomes. Despite the higher incomes, some farmers (26%) incurred losses due to production 
and quality risk (all contract crops) and market risk (tomatoes). The major problem was crop 
damage due to flood and diseases (Sriboonchitta et al. 1996).  

A more specific comparison was limited to potatoes and tomatoes, which had dual markets. 
Table 1 shows net returns and variations per rai, (1600 sq. meters or 6.25 rai = 1 ha) of 
contract and non-contract crops. On average, non-contract crops provided slightly higher 
incomes (2.5%–10%). Price instability on open markets for potatoes averaged 185% over 
that of contract prices.  

Income discrepancies from the open market reflected price risk and production risk for both 
crops since the prices were determined by varying market supply-and-demand. However, 
contract tomato farmers had higher income variations than their counterparts due to the 
informality of contract agreements and uncommitted responsibility of the processing firm. 
Potato prices were more under control, even though they varied. In the end, income variation 
came mainly from yield risk since prices were guaranteed and made known to the farmers in 
advance.  

Table 1: Net return per rai from 1984/85 to 1990/91(in Baht/rai) 

Crop 1984–
1985 

1985–
1986 

1986–
1987 

1987–
1988 

1988–
1989 

1989–
1990 

1990–
1991 

Average CV 

Contract 
potatoes 

- - - 7,790 5,357 7,268 13,862 8,469 0.438

Non-contract 
potatoes 

3,931 5,346 1,620 15,288 12,847 - 14,395 8,676 0.818

Contract tomato 3,435 960 6,874 4,424 8,623 2,910 5,686 4,658 0.556

Non-contract 
tomatoes 

6,120 4,279 4,536 4,381 3,710 6,095 6,706 5,118 0.226

Source: Gedgaew (1993), Note: CV = coefficient of variation 

Economic efficiency here refers to the combined effects of production and allocated 
efficiencies in order to minimize unit cost. (Production cost comparisons between contract 
and non-contract were not available in other studies, so the conclusion should not be over 


