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accumulated marketing knowledge and inputs from local stores and brokers, growers have 
been cultivating early potatoes to earn favorable prices at 14 baht/kg on the open market; 
when the normal harvesting date approaches, prices revert to the contract price (8 baht/kg). 
Seed storage technology has allowed growers in many production areas to decide whether 
to grow with or without contracts.  

Table 2 illustrates experienced potato growers who are able to enjoy margins twice as high 
as less experienced (non-contract) growers in similar production environments. 

Table 2: Comparison of contract and non-contract potato production in Chiang Mai 
province (2006) 

 
No. of 

growers 
Total cost 
(Baht/rai) 

Yield/rai 
(kg) 

Seed cost 
(% to total 

cost) 

Price 
received 
(Baht/kg)

Total 
revenue 
(Baht/rai) 

Margin to 
growers 

(Baht/rai) 

Average 
cost 

(Baht/kg)
CF in Chiang Mai 30 16,133.39 2,407.23 33.25 8.22 19,779.43 3,646.04 6.70 
NCF in Chiang Mai 34 18,596.47 2,745.59 14.93 9.64 26,462.63 7,866.15 6.77 

Note: area is expressed in rai (6.25 rai = 1 ha); income is in baht/year (40 baht = US$1) 
CF = Contract farming, (new/less experienced growers)  
NCF = Non-contract (experienced growers) 
Source: Wiboonpongse et al. (2007) 

X. CONTRIBUTION TO RURAL DEVELOPMENT 

Literature in the early 1990s indicated contract farming had not done very well or even failed 
in Thailand (Glover 1992; also cited by Baumann, 2000), presenting an inaccurate picture 
when considering the relationships between specific company contracts and farmers or 
groups. Farmers do seek favorable terms that they perceive to be better for them. In a 
broader sense, contract farming in Thailand, especially in the North, had been increasing 
prior to the economic crisis of 1997. The trend continued after the economic recovery, as 
confirmed by expansion of agro-industrial firms and production areas.  

Contract farming has been a key element of the Thai Government’s development plan, 
reflecting a strategy of “private-led integrated agricultural development” (Glover 1992, in 
Singh 2004; Wiboonpongse et al. 1998). However, Siamwalla (1996) stated that in the past, 
the government has relied too much on the private sector to provide new technology through 
contract farming. This was successful in some cases, but not all. Regardless, the private 
sector in Thailand has played a significant if not leading role, especially when interacting with 
farmers (e.g., the use of fertilizers, seed, and chemicals) due to the profit motives of input 
suppliers and contractors.  

Government agencies should play a role in directing and facilitating the private sector’s 
implementation of technological transfer for fair business, as it had successfully done with 
potato contracts. Universities and research centers, especially the National Biotechnology 
Center (BIOTEC) and Thailand Research Fund (TRF), often contribute basic knowledge for 
the private sector’s R&D. Currently, policies of BIOTEC and TRF encompass public-private 
research collaboration in order to answer the needs of business. 

We agree that contracts can be unfair. In this regard, contract farming does not seem to be a 
desirable means for rural development. However competitive environments within and 
among sectors (potatoes, seed, vegetables) induce more alternatives for growers when firms 
have to compete for contract farmers and land. 

There is no indication that the poorest farmers are being excluded in the firms’ selection of 
contract farmers, despite opinions to the contrary. Wiboonpongse and Sriboonchitta (1995) 
found that the farmers operating under contracts were generally smaller than non-contract. 
Most were small farmers; their growing area was about half the farm size of those in the 
Upper North region (3.74 to 4.8 rai for contract farming and 4.7–5.82 rai for non-contract 


