





1. DISTRIBUTION AND REGIONAL
DEVELOPMENT

1.1 Distribution Sector in Regional Economy -

Distribution- sector plays an important role in modernized economies. It
connects production. with consumer sectors. With a further division of works
in production in rcsponse to urbanization and economic growth, the
distribution of -agricultural products between the urban arca, especially
Bangkok, and the rural arca has been of increasing importahce. The
distribution secctor contributes mainly _:to the stability of supplies and prices,
and gives efficient channels in- response to various preferences of the
consumer scctor.. The stable supplics and prices are achieved by fair
transaction in the competitive markei with adequate market information,

quality control and efficient transportation.
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1.2 Magnitude and Characteristics of Distribution Sgctgr

1.2.1 Deflnition ot Distribution Sector

The dnsmbuuon sector covers a variety. of the acuvities which link productior_l
and consumption. It is concemed wnh transaclion, dismbuuon marketing
and other rclated activities. According to the Thailand Standard Industrial
Classification by Ministry of Interior, the distribution scctor is classxfied into

92 industrics as shown in Table 1.1.

Table 1.1 Classification of Distribution Sector

Majar Division Division Maijor Group

& Wholesale Trade, 61 Wholesale Trade :
Retait Trade, 611 Mxed Wholpsalmg
Reataurant and Hotel : 612 Agricultural Raw Materialsexcept Food

613 Food, Beverages andTobicco

614 Texlile, Werarng Apparels and Leasther Goods
- §15 Furnilure, homa Furnishing and Household Equipment
~ 816 Construction Materials

617 Machineiy, Equipment and Supplies

618 Transpit Equipment

619 Miscellaneous Wholesales

62 Retail Trade

' 621 General Storos
822 Food, Beverages and Tobbaco Siores
623 Textile, Wearing Appare! and Leather Products Stores .
624 Fumijture, Home Furnishing and Household Equ:pment Stores
825 Paper and OPaper Products, Book and Stauonary Slores
626 Phammacy and Cosmetic Stores
627 Building Materials deals and Hardware Stores
628 Transpnt Equipment Deals and Gasoline Service Stations
829 Miscellaneous Retail Stores

7 Transport, Storage 71 711 Land Transptt
and Communication 712 Water Transport
713 Air Transprt
719 Services allied Transprt

Source: Thailand Standard Industrial Classification, MOI



1.2.2 Magnitude of Distribution Sector

1) -

2)

‘Magnitude in Gross Provincial Products (GPP)

Table 1.2 shows:a magnitude of the distribution sector in Gross
Provincial Products (GPP). . The distribution sector represents
approximately 29% of GPP in the'Upi)er Centré_ﬂ Region (UCR). This
proportion is almost same as in Bangkok and national average, while it~

has gradually been increasing,

In the meantime, the distribution sector of the UCR holds a share of 4.2%
in the Whole Kingdom. This share is same as that in terms of total GPP.
Bangkok accounts for a large portion in the distribution sector.
Approximately” 37% of the national distribution activities 1ake place in

Bangkok.
Magnitude in business establishments

In the distribution sector, 22% of business establishments are whale-
sale traders, 72% are rctail traders and the rest are .transpdrtcrs} This

composition is common to the UCR, Bangkok and the Whole Kingdom.

In the UCR, the wholesalers dealing with food, beverages and lobacco,
agricultural raw materials cxcept food, and construction materials have
significant. share among other kinds of wholesalers, a'nd the retailers
dealing with building materials and hardware have significant share
among other kinds of retailers. In the transporiers, the services related

to transport, storage in particular, are significant as shown in Table 1.3.

Proportion of the distribution sector in the total business

establishments is 29.5% in the UCR, while it is 37.6% in the Whole
Kingdom. The wholesale traders account for 1.7% of ‘the total -business
establjéhments in .the UCR, while they account for 2.2% in the Whole
Kingdom.' Proportion of the UCR in the Whole Kingdom is small in terms
of distribution; only ‘3% of the national distribution sector exist in the
UCR, while 3% of national total business establishments and 4.1% of GNP
exist in the UCR.



Table 1.2 Magnltude of Distribution Sector In GRP

1980 (%) % for Whole

7585 %) % for whale

Kinadom Kingdom
UCR Distribltion Sector 7383 26.1%  4.2% 13,448 28.6% 4.3%
GPP . _ 28,323 4.1% 43,464 4.2%
Bangkok Distribution Sector eB24l 286%  39.2% 106,934 27.5%  87.3%
GPP ' 238,291 34.8% se9086 . . - - 301%
Whole Kingdom Distribution Sector 173,991 25.4% 286,928 27.4%
_ GPP 584,012 . 1,047,292
Note:  Diswibulion sector is including communication,
Souce: NESDB ' '
Table 1.3 Business Establishments in Distribution Sector
UCR Bangkek Who'e Kingdom
Whoiesate Trade ' I _
611 Mixed Wholesaling - 2 143 163
612 Agricultural Raw Materialsexceplt Food 67 508 1,888
613 Food, Beverages ardTebacco 89 1,078 1,341
614 Toxtile, Weraring Apparels and Leasther Goods 0 1,209 1,853
615 Furnpiture, home Furmshing and Household Equipment 0 759 238
616 Construction Materials 52 654 1,804
617 Machinery, Equipment and Supplies 26 853 1,037
618 Transprt Equipment ' 2 462 500
618 Miscellaneous Wholesales 16 2,243 2,702
Total o254 7.997 12,224
{17.0%) {32.6%) (21.7%)
Retail Trade
621 General Stores 22 .30 1,820
622 Food, Beverages and Tobbago Stores 191 1,859 5549
623 Texlile, Wearing Apparel and Leather Preducis Stores 84 1,805 4,726
624 Furniture, Home Furnishing and Household Equipment Stores 122 2,067 4,869
625 Paper and OPaper Products, Book and Stationary Stores ' 18 381 039§
626 Pharmacy and Cosmetic Stores a5 - 580 1,826
627 Building Materials deals and Hardware Stores 203 2,370 5700
628 Transprt Equipmeni Deals and Gasoline Service Stations a7 2,643 8,115
629 Miscellaneous Retail Stores 96 2,425 6,851
Tolal. : 1,148 14,412 40,387
_ (76.7%) (58.8%) (73.7%)
Transportation
711 Land Transpri 55 570 1818
712 Water Transpoit 3 263 304
713 Air Transprt o @ 102
719 Services aliled Transprt a7 1,170, 1,463
Total 95 2,085 3,682
(6.3%) (8.5%) {6.5%)
Total 1,497 24,494 56,293

[ }shqwspercentage to total.
 Source: Depatlment of Labr, 1988



Distribution activitics, parlicularly wholcsaling activities are at a low
level in the UCR in terms of number of business establishments as shown
in Table 1.4,

Tabie 1.4 Functlona! and Geographtcal Composition of Business Establlshment for Distrlbutlon

thlasaie L Hetail Tranl;pon DlleButton Al Actwmas
{a}. _ (b} (c) {atb+c) |
UCR 254 (047) 1,148 (0.29) 95 (0.02) 1,497 (0.29) 5,083
: o _<0.02>__ } <0.03> <0.03> <0,03x <0.03>
Bangkok 7897 (0.33) " 14412 (0.24) 2,085  (0.03) 24,494  (D.40) 61,326
e . <0.65> <0.36> ‘ <0.57> <0.44> <0.41>
Whole Kingdom ~ 12,224 {0.22) 40,387 (0.27) 3682  (0.02) 56,203 (0.38) 149,611

Note: { - ) shows propotion to total activilies in the area
< > shows propotion to activity of Whole ngdom
Source: Department of Labor, 1988

3) Magn.itude in Emp!()ymcnl

Finally, *magnitude of the distribution ‘sector is examined in terms of
employiném. Table 1.5 shows the number of employment by kind of
activities. Of the national total employment in the distribution

activities; 31.5% is engaged in the wholcsale trade, 40.8% in the retail
trade and 27.7% in the transport. In the UCR, 20.6% is engaged in the
wholesale - trade, 57.8% -in the retail trade and 21.6% in the transport.
This shows thal-\#ho!esaling function is not developed in the UCR in

terms’ of employment as in the casc with business establishment.

Size of distribution firms is rather small in the UCR; average number of
employees per firms is 6.4 persons in the UCR, while 9.6 in the Whole
Kingdom. Wholesale trader is especially small. Iis average size is 7.7

‘persons per firm in: the UCR,



Table 1.5 Employment in Distribution Sector

UCH Bangkok Whole Kingdom |
Wholesale Trade - .
611 Mixed Wholesaling 16 10,291 10,405 -
612 Agricultural Raw Materialsexcept Food 769 7,220 19,474
'613 Food, Beverayss andTobacco 763 21,991 ° 38,418
514 Textile, Weraring Apparels and Leasther Goods 0 15,607 15,767
615 Furniture, home Furnishing and Housshold Equipment 0 14,196 15,100
616 Construction Materials 245 6,661 8,304
617 Machinery, Equipment and Supplies 85 15,561 16,544
618 Transprt Eguipmen. 18 5,570 6.157 .
619 Miscellaneous Whalesales 65 37,529 41,261
Total 1,961 134,935 170,460 -
: {20.6%) {36.3%) T{B1.5%)
Retail Trade '
821 General Stores 124 22,409 29,912
622 Food, Beverages and Tobbaco Stores 599 7,250 16,720
623 Textile, Wearing Apparel and Leather Products Stores 187 8,358 15,378
624 Fumiture, Home Furnishing and Household Equipment Stores 1,032 13,365 - 24,965
625 Paper and OPaper Products, Book and Stationary Stores 65 3,421 . 4,918
626 Pharmacy and Cosmetic Stares 7% 4,219 6,907
627 Building Materials deals and Hardware Slores 1,110 12,439 30,382
628 Transprt Equipment Deals and Gasoline Service Siations 2,062 27,738 60,032
£29 Miscellaneous Retail Stores 239 20,238 31,450
Tatal 5,489 119,546 220,662
{57.8%) {32.2%) {40.8%)
Transportatlon L : '
711 Land Transprt 1,335 58,187 84,298
712 Water Transpaat 7 12,495 13,178
713 Air Transprt ] 27,543 27,888
718 Services allied Transprl 708 18,782 23,957
Totat 2,050 117,007 149,321
! {21.8%) (31.5%) - (277 %)
Total 9500 371,488 540,443
Note: { )shows percentage to total. —

Sourca: Department of Labr, 1088

Table 1.6 Functional and Geographical Composition ot Employment in Distribution Secioi‘

Wholesale Retail Transport Oistribution All Activities
{a) _ (b} {c) {a+b+c) .
UCR 1,961 (0.21) 5,489 (0.07) 2,070 (0.03} 9,520 (0.12) 82,112 -
<001 <0.02> <0.01> <0,02> <0.03>
Bangkok 134,535 (0367 119,546 {(0.08) 117007 {009) 371,488 (0.28) 1,316,425
<0.79> <(.54> <0.78> . <0.69> '<0.53>
Whole Kingdom 170,460 (0.32) 220,662 (0.09) 149,321 (0.06) 540,443 (0.22) 2,494,702

Note: ( ) shows propotion to lotal activities in the area
< > shows propotion to activitiy of Whole Kingdom

Source: Depariment of Labor, 1988



Table 1.7 Slze of Business Establishment

Wholesale - Retail Transport Distribution All Activilics
UCR 7.1 4.8 218 6.4 16.2
Bangkok - 169 8.3 56.1 15.2 21.5
Whole. . 13.9 5.5 40.6 9.6 16.7

Kingdom

Source: Department of Labour, 1988

1.3 importance of Distribution and Marketing in Regional
Economy of the Upper Central Region

1.3.1 Iimportance in Regional Economy

In modernized cconomy, distribution scctor is nccessary for cfficient supply
of products. "Efficiency” in disiribution and markeling is to be realized by
cfficient transaction system and cfficient goods transportation. The efficient
transaction sysiem consists of fairncss, minimum and siable price and
minimum marketing risk. The cfficient goods transportation is based on
stable, rapid, accurate and sccure transport. Both of them contribute to not

only businesses but ailso consumers,

Distribution scctor plays - important role not merely in (lransporting goods but
in providing information  of consumers preferences and market demand,
Along. with. urbanization and rising income level, variely and quality become
increasingly important factors of the consumers’ preferences, with a
consequence that market demand leads changes in production sector. 1If a
producer secks for higher benefits, it must be sensitive to end users'
preference:  In other words, distribution sector fosters entrepreneurship of

producers, especially those in agricultural sector.

For'agricultural seclor, improvement in distribution sector contributes to
maintaining and enhancing reliabflity of production through ensuring the
stability in quality and quantity of product supply . In addition, distribution
sector - supports “agricultural development by providing stable market channels
and creating value added lhmﬁgh distribution processing.  From the
individual. farmers point. of view, distribution is closely related with their

income increase. Through the stable market channels provided by
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demand and quality necds.

Cbring an

For wrban scctor, improvement of the markct syst

hierarchy of citics is important to strengthen the centr

beeause markcnng is onc of the most imporiani functions of urban scctor.

scelor,

appropriate allocation

farmers realize the - importance of responding 10 markel
" The stable market channcl may automatically

of returns between farmers  and middlemen,
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em in accordance with a
ality of urban piaccs_ 7

Table 1.8 shows the importance of the distribution improvement al the

nalional,

regional -and individual -levels.

Table 1.8 Importance of Distribution th Economies

Physical Distribution Improvement

National Leval

Regionat Levsl

individual Level

Marketing and Transaction improvement

Responding various demand from change of
consumption paitern in accordance with
urbanizalion and economic growth

Strengthening connection betwesn production
sector and consumption sector through
information

Minimizing price fluctuation tor sale of
reducing market risk

Cr_eaiihg producing center of the cerain
commodity

Supporting agricultural development,
particularly agricuttural diversification,
through prowdsng secure market channeis

Creatmg value added in lhe UCR wnh
distribution processing

Realizing farmers the imparlance of quality
control and respondence to new market
demand through aiising entreprenaurship of
farmers

Improving and stabilizing the tarmers'
income through keeping fatrness ot
fransaction beiween farmers and middlemen

“improvement of physical distribution

efficiency to meet with transport of huge
amount and various Kinds of commaodities

Fosterin'g'rural center cifies based on
wholesale distribution center functions .

Stable supply and shipping of both Industrial
materials/parls and products

Mmlmlzmg tarmars’ cost of 1ranspur1mg
products




1.3.2 Scope
The - distribution improvement involves the following factors:
1) .Tra_nsact_ion _

The transaction system. aims basically at achieving the fair transaction
under adequatc competition, the stable and reliable supply at reasonable
prices, and the quality conmtrol and devclopment to meet with demand,

and market -exploitation.
(1) ‘Fair -transaction under adequate competition

The - fair transaction with adequate market information under
adequate competition creates rcasonable prices and reliability of

trade.
(2) - Stable .and reliable supply

Stable and reliable supply is necessary for any company to
manage cfficient logistics. It can be achieved only by the
management of proper storing and shipping with adequate

market information,
(3) Quality control and development

To meet with demand, quality conirol and development are

required especially 1o keep products in better condition.
(4) Market exploitation

‘Marketing activitics contribute to promoting high value added
- products especially through creating "brand” products and new
. sales channels. This is an essential element in agricultural

~diversification.



2)

3)

Physical distribution

The main issuc of improving physical distribution ‘system’ is to establish

cfficient transport system. IU realizes the stable and reliable movement

of goods at a minimum cost, the less damages of cargo on transportation

and security of goods.
(1)  Stable and rcliable transport af a minimum  cost

In rosponsc to the increasc of volume of cargo, more stab.ility and
reliability will be required in tramsport.  Accurate and punctual
transportation is an cssential clement. An integrated and .
efficient transport sysicm has to be realized by strengthening

and linking different means and stages of transporl.
(2) Reducing damages of cargo

To -prevent damages of cargo, improved storage, cerlain

equipment and  standards aic nccessary.
Specific Focus for the UCR

The UCR is at a sirategic location for its proximity to the Bangkok
Metropolitan chion (BMR) and the national highwéy routes 1 and 2
passing through the UCR. Thercfore, almost all commodities have to
pass the UCR. At presenl, cxpori-oriented agricultural products are
concentrated in the UCR, especially Ayutthaya, for the sake of

mipimizing transporl transport cost by combining land, inland

. waterway and sea iransport in the mosi economical way.

Ayutthaya has a large concentration of the silos and warehouses which
deal- mainly with maize and tapioca pellet, especially at Amphoé Tha Rua
and Bang Sai.  These silos and warchouses have been dc#elope'd-on the
basis of the ihland ‘waterway- transportation in Chao Phraya and Pasak
Rivers, As far as the handling and transporiation of - crops’ for direct
export are concerned, these well-established _river-based system will
stifl have cost competitivencss and cconomy of. scale of ihéir own. 1t is

important to determine the utilization and devclopment of this

10



dist_ribution sysltems in view of the present pallbrns of nation-wide
distribution ' systems as well as the future diversification of agricultural
products for export,

‘Meanwhile, the UCR is a gateway toward the northern and the
northeastern region as well. This is also an advantage of the UCR for
distributing industrial products and consumer goods from the BMR.
More 'fék:ililics of physica] distribution havc'potcntiz\:l to be located in
the UCR. | |

i1



2. NATIONAL PERSPECTIVES

Distribution and marketing activitics reflcct changes in production and
consumption sectors. This chapter examines those production and
consumption factors which determine an cfficient distribution and marketmg

system.

2.1  Production

2.1.1  Agriculture

In agricultural developmeni, a lot of efforts have been made to cxpand
culiivatable area and improve yield by irrigation and land consolidation.
Recently, agricuitural diversification has gradually been taking place nation-
wide. As a resuli, many regions have been able 1o produce various kinds of

agricultural products.

At the same tlime, agricultural products have increasingly been produced in
particular regions in correspondence with comparalive advantages of
respective regions, Table 2.1 shows total value of agricultural products by
region. For example, rice, maize and sorghum arc specialized in the central

region, while vegetables are specialized in the northern region.

Regional specialization of agricultural products causes the situation in which
even farmers have to buy some agricultural producis for their consumption,
This means that thc distance between production area and consumptiion area is
increasing as a whole.  Distribution activities will therefore be increasingly

important to ensure the products in differcnt regions and localitics,
Thai agriculture has increasingly been commercialized in terms of quick

response o changes in market demand and price. 1t is said that planted area of

maize depends on- the comparison of return between maize and sugarcane or

12



Table 2.1 Agricultural Products by Region

_ (Bath)
1981 1986 -

Region ~ - Products Product L/Q - Product - LIQ
Central  Rice . 2,278,789 1.929 3,026,896 1.611
Maize® 730,005 2.492 640,761 3.578

Sorghum - 95,368 6.775 97,771 5.275

Mung Bean 71,024 1.345 58,587 1.579

Dairy Producis 15,509 8.067 38,633 8.312

East - Sugarcane 643,855 1.279 793,808 1.543
Cassava 2,167,054 2.265 1,841,061 2,767

Fruits 1,432,208 1.333 1,631,313 1.313

Egg (Hen) 435,419 1796 654,250 1.450

.. Marine Fish _ 702,033 1,542 1,019,680 1.149

West Coconut 82,321 1.952 98,039 1.782
‘Sugarcane 2,140,787 5.454 2,829,109 4725
Vegetable 307,226 -1.613 505,273 2.010

Dairy Products - 13,316 4.295 33,553 3.879

Daens 10,702 2.799 4,002 1.577

Northeast Cassava 3,722,475 2.211 1,062,485 0.728
Kenai 486,145 3.939 533,826 4.398

Jute 55,642 3.961 39,126 4,228

Shallot 244 662 2414 263,080 2.547

Buffalo - 353,323 2.548 469,118 3.234

North Mung Bean 518,895 2.996 563,736 3.480
Soy Bean 262,673 3.439 556,554 3.466

Tobacco 1,563,840 3.420 1,123,340 3.404

Garlic 454,154 3.740 477,621 3.850

Teak 143,967 4.150 115,961 4.295

South  Rubber 2,107,992 6.709 3,647,000 5.673
' Coconut 194,061 3.483 477,000 3.060
Fruits 2,808,740 2.200 10,238,000 1.839

Marine Fish 1,677,142 2.345 5,531,000 3.481

Takien - ' . 7,257 3.321 10,000 1.607

Source: Agricultural Economics Statistical Office

Note : Agricultural products are selected in terms of magnitude of

locational quatient
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- o i i
between maize and soybean., The farmers choose the crop 1o be planted in nex

year in terms of the amount of rciurn.

Stable and hlbh quality is a major markel requircment recently, thus, contract

{farming has been spot- hghtcd p'nlly in place  of traditional dlstributl()ﬂ and

marketing systems, for ch'mgmg an entive oxisting system involves many
difficultics. The contract farming shows a Success in managing quick and

delicate response of production to changes in cnd-user’s rcqmremcnt.
2.1.2 Industrialization

Among. other fdctors manufdclurmg industry requirecs the disiri'bution
network to ensure diversified sources and channels of product supply.
Industrialization is related closely with distribution.  For example, the
c‘:anonsh:p between products - of manuiacmrmg and velume of transportatlon
is significant as shown by a valuc of corrclation coefficient bemg 0.33.
Moréover, elasticily of manufacturing 1o transpori sector is 0.94,_'which means
that growth of one unit .of manufacturing creates morc than one unit of

growth of (ransportation,

Rapid industriatization is observed in the Table 2.3. At present, the BMR still
absorbs a large portion of industries, but other regions have also been
industrialized, even though speed of industrialization is not as rapid as in the
BMR. In the future, distribution will be moie imporiant in .rcSponse 1o the

spread of industrialization 1o the rural arcas,

Table 2.2 Growth of Volume of Transport

Unit : thousand ton in volume of transport and million baht in GDP

| 1983 1984 1983 1986 1987
Volume of Transport 27,762 . 38,335 37,364 40,840 457288

Products of 76,713 81,962 81,463 89,305 101,414
Manufacturing : .

Source: Transport Stamtlcs, 1989
Gross Regional and Provincial Products, 1989
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Table 2.3 Growth of Manutacturing

Unit : Million baht

REGION 975 1980 1985
BMR T 26,7451 46,5383 60.545.6
Central - 1,149.1 1,900.2 2,307.5
Western 14192 17786 31209
Eastern . 2,710.0 3,678.7 4,923.5
Northern : 1,443.1 ' 2,001.6 2,450.3
Northeastern ° - 2.494.6 32298 4,069.3
Southern | . _ 870.6 1,512.0 1,510.2

Whole Kingdom 36,8317 . 60,6392 78,927.3

al constant 1972 prices : 7
Source: Gross Regional and Provincial Products, 1983

[ TROUSAND TON)
50,000
40,0004

20,000

20,000~

10,000

j I ! 1 I
0 80,000 70,000 80,000 90,000 100,000 {MILLION BAHT)

Fig. 2.1 Relationship between Volume of Transport and Manufacturing
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2.2 Transportation

1mding and goods distribution are not
In response to

In traditional agricultural socicty,

necessary to -be dwc]oped because ceonomy is- self-sufficient. :
o the widening

the diversification of rcg:oml cconomic activities as well as
better

dlS[’mCG and uavcl titne "between producl.on and consumptlon,

'dlstr_lbuuon has bccn required.

Urbamzanon and mdusmal]zauon in- both the BMR and the rest of the-country
and the agricultural diversification nation- -wide cause a’ rapld growth ‘of -
distribution in - Thailand, Table 2.4 shows the volume of distribution by “year.
During the period 1083 to. 1987, the volume increased by 163 times in ton and
1.57 times in ton-kilos, while GDP cxpanded by 1.25 times durmg the ‘same L

peried.

Table 2.4 Increasing Volume of Transport

Unit : Thousand ton in ton
~ Million Baht in GDP

1083 1984 1985 1986 1987
Volume of (ton) 27,762 38,375 37,364 40,840 '45,288
Transport T ' IR
GDP . 355,408 380,739 394,113 411,814 446,361

Source:  Transport Statistics, 1989
Gross Regional and Provincial Products, 1989

{ THOUSAND TON)

50,000

40,000

30,000
20,000

10,000

] : T — 7 T )
300,000 350,000 400,000 450,000 (ML LION BAHT)

Fig: 2.2 Retationship between Volume of Transport and GDP
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The distribution as a system of lransa.cs.io.n and logistics of “cconomic activities
is closely-rcléfed with the GDP. The correlation coe'fficient‘ between volume of
iransport and GDP shows a very high valie of 0.94. Elasticity of GDP to volume
of transport- is 1.3. - It shows that volume of transport increases largely with
economic Sr_owth.'_‘ Therefore, it is obvious that distribution - will be more and

more important for sustained national’ economic growth.

In response to the increase in transport volume, physical distribution

facilities -have to be. strengthened. To this end, various agencies and- private
seclor - are encouraged to invest in this field. Board of Investment (BOI) has
given privilege for storage facilities since the 1960 After that, the _
Promotion of Investment Act was applied not simply to strage but alse to cold

storage, ‘silo and drying in 1977

Goods ‘transport depends heavily on trucks, comprising those in the pri'vate
trucking companics. and Express Transportation Organization (ETO).Each’
trucking company in Bangkok covers - particular . region - with somc:special
business connection, while -tméking company - in the -rural area is connected
with Bangkok. Cargo of tmcking companies in Bangkok is mainly industrial -
products - and consumer. products, while local trucking companies mainly take
care ‘agricuftural  products,  Therefore, their (ransportation sometimes fdils (o
be single loading.. Moreover, at prescni, collection, dclivery and line-haul are
undertaken by the same company. It means that onc trucking company works

as both an area trucking company and a line-haul trucking company.

" To improve efficiency of goods distribution, Land Transport Department (LTD)
has proposed ‘a truck terminal system. Pick-up sc¢rvices are 1o be provided for
small-lot cargoes 'by pick-up trucks from consignors to the departure
terminals, where cargoes are loaded into large vechicles for the. transport to
distribution terminals. Through these process, the small-lot cargoes which
are -inefficient 1o transport are transported efficiently ‘because. trucks can
carry. more -cargoes. Fig. 2.3 shows basic functions of the truck terminals.
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Pick Up in Urban Acea pelivery in Urban Area

i Truck Terminafj ~{Truck Terminal N
g Line Haul ) g_
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i Line Rual b
@ Truck -

(Heavy Truck)

- ———]

pelivery Truck
(small Truck)

-

Pick Up Truck
(Small Truck)

Fig. 2.3 Functions of Truck Terminals

LTD has proposed truck terminals to be - deveioped in both: Bangkok and
regional cities such as Chiang Mai, Khon Kaen, Nakhon Ratchasima, Nakhon

Sawan and Hat Yai/Songkhla.

Té reduce damages ‘to cargo, efforts have been made to develop distribution:
equipment such as backing,_ pallet, sheet pallet and éont’ainer. These
equipment arc not only for lessening damage to cargoes but also for.
improving transport efficiency and. creating more . value added through -
beautification.  Ministry of Indusiry promotes standardization ‘- of equipment;
while Thai Institute for Science and Technological. Research (TiSTR)'dévelopS'
standard package for vegetables and fruits.  With these public support, private

companies of packaging have recently grown.
2.3 Trade Policy

The role of government in {rade and goods distribution is to facilitate the
faimess of itrade and competition, and the stability of price and supply. For -

this, regulations, .acts and governmental agencies have been established,

Regarding the competition, Thailand has traditionally ‘maintained so call "free
trade policy” under which . government does not intervene in the market
activities. It means that trading is carried out by tnc private sector on the

basis of competition. Anyone can therefore join the trading business.
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Regard.ing the fairness of trade, Thailand has "Price .Fixiﬁg and A_nli-Mo'ndpo!y
Act" 'set in 1979, " This act was established "in order to prevent unfair fixing or
_buymg or selling pnce or condmon and trading” (Section 23 of Act), and
prevent monopoly or resmclwe trade pracuccs in any business (Section 31 of
Act). - This act also has a power to control price of commodity when the

cemmxttee xssues a notification.

To_'acihievé- stable sﬁpp]y and 'price, Thailand has Public Warehouse
Organization (PWO) under Minisiry of Commerce, The PWOQO is established in
1955 to sﬁ;ﬁply farmers the basic CDml_.‘l.l_Od.i{iCS which are imported by the -
government. At the same time, the PWO has been authorized by the |
go‘gt;_rnmeﬁtl to intervene in the market by buying and selling 'commod“ilti_es.
For this pu}fpose, the PWO has -étofagc facilities in several regions and rents

some” of them “out for private storage.

In the past, the trade of sugar, matches, cooking gas, steel bar, rice, paddy,
maize, red -onion, soybean, garlic and other basic consumer goods were

intervened ‘by the PWOQ to control demand and supply.

2.4 Consumption

‘Pcoples life style' is changing gradually in accordance with modernization of
society. - Under -a favorable rapid economic growth, Thailand has expericnced a
drastic change of life style in both urban and rural areas. Three remarkable

changes take place in relation with distribution and marketing sector.
2.4.1 Food Habit

According to the "Availability of Dietary Calories” of Food and Agricultural
Organiiation (FAQ) in Table 2.5, main source of calories is still rice, though its
relative porlién is decreasing. Fruits, vegetables, sugar and honey are
growing instead. Varicty of food has been increasing in Thailand, This
tendency is- considered to” continue in the future, with a possible consequence

" that variety of agriculiural products - will also increase.:
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Table 2.5 Avallabliiity of Dietary Caiories

156466 (%) 197476) (%) 1983-85 (%)

Rice 1593 0.730 1575 10.701 1451 " 0.624
Wheat 10 0.005 17 0.008 24 0.010
Root & Tubers 48 0.022 59 0.026 .63 .0.027..
Pulses & Beans 21 0.010 12 0005 20 _0f009._
Nuts & Oilsceds 109 0.050 68 = 0.030 107 0.046
Fruit & Vegetables 94 0.043 113 0.050 149  0.064
Sugar & Honey 112 0.051 206 0.092 210 0.090
Fats & Oils 40 0.018 - 45 0.020 60 0.026
Alcoholic - Beverages 10 0.005 12 06005 . - 70 0.030
Meat & Offals 75 0034 67 0030 93 0.040
Milk & Milk Products 13 0.008 7 0.003 12 0.005
Eggs : : 13 0.006 14 0.006 19 0.008
Fish & Sea Foods 29 0.013 40 0.018 36 0.015
Others s S 9 0.004 12 0.005 13 0.006
Total 2181 2247 - 2327

Source : FAO

2.4.2 Life Style in the Rural Area

Table 2.6 shows houschold expenditure by region. In the BMR, the food and
beverage expenditurcs account for 36% of total expenditure, while in_other
regions they represent a little higher percentage. The appare! and footware
cxpenditures have relatively been decreasing in all regions. In all regions,
expense for housing have been expanding recently. On top of this trend, the
expenses for furniture and electric appliances arc increasing in the rural
areas. In the BMR, however, these expenscs are not increasing though
expense for housing is increasing. 11 means that consumption of the.
furniturc and electric appliances which are fundamental goods for urban life
has increasingly been common in the rural life. This trend is considered as
one phenomeénon of urbanization.  Manufactured consumers products as

support urban life style will be more demanded in the rural -areas.
2.4.3 Changes in Shopping Style

At one time, a consumer chooses only one or two commodities from among a .
variety of commoditics and seeks higher value added commodity o rcalizc.
higher quality of life. This requirement gives rise to the changes in shopping
behavior. In Bangkok, therc is keen competition between super markets,
department stores and traditional markets. Newly opened supermarkets and

department stores have been getting larger share in commerce. Location of
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those arc expanding from central arcas to suburban residential arecas at

present.

Moreover, the consumers prefer better looking commedity, which is also one

of the value added factors.

Under this prefcreﬁcc, packaging industry has

grown very rapidly in the 1980s for not only export but also domestic market.

It is variety and quality that distribution and markeling system, particularly

of the retail level, should be able to offer for any commodity. -

Table 2.6 Household Expenditure by Regiop

(1) Expenditure in 1981 and- 1986
; . BANGROK . CENTRAL XORTIEASTERN X NORTHERN SOUTHERN ¥HOLE KINGDOM
) 1381 1536 1581 1986 1931 1986 1981 1986 1981 1986 1981 1336
TOTAL- EXPERDATURES 58644 79044 45540 50244 30660 34248 331384 18904 40116 46812 40488 48336
FOOD § BEVERAGES 26476 23752 19320 19572 - 14472 14076 - 14832 15096 18096 18228 17844 1664
APPAREL § FPQOTKEAR 4080 3600 2928 2592 2532 2472 2652 2664 3504 3444 2964 2808
HOUSING 15924 197240 9912 12024 5820 7752 E912 9288 7044 96438 8364 13608
{2) Percentage to Total Expenditure
" BANGEOK CENTRAL NORTHEASTERN NCRTHERN SOUTHERY WEOLE KINGDOX
1981 1986 1581 1986 1981 198% 1981 1988 1981 1986 1381 1936
TOTAL EXPENDITURES . 1.000 1.000 1.000 1.000 1,000 1.000 1.690 1.069 1.000 1.000 1,000 1.000
FOGD § BEVERAGES 0.414 ¢.364 0.42% 0.390 0.472 0.411 0.444 0.388 0.451 0.339 0.411 0.365
APPAREL § FOOTWEAR T 0.059 4.046 0.064 0.052 G.083 0.072 0.079 0.068 0.087 0.074 0.073 0.058
HOUSING - 0,231 .250 0.218 0.23% 0.190 022{6 0.207 0.23% 0.17% 0.206 0.207 0.219
{3) . -Locational Quotient .
BANGKOK CENTRAL NORTHEASTERN KORTHERN SOUTHERN WHOLE KINGDOM
- : 86/81 RATIO 86/81 RATIO - 86/81 RATIO 86/81 SATIO 86/81 RATIO 86781 RATIO
TOTAL EXPENDITURES 1.148 £.103 1.117 1.165 1.167 1.195
FOOD § BEVERAGES '1.010 0.879 1.010 06.915 9,97} 0.871 1.018 0.873 1.007 0.853 G.990 0.828
APPAREL § FOOTWEAR 0.882 0.768 0.885 0.802 0.976 0.874 1.005 0.862 0.983 0.84z 0.947 0.793
HOUSTNG 1.240 1.080 1.213 1.10¢ 1.332 1.192 1.344 1.153 1.370 .17 i.268 1.061
Source : Household Survey, NSO ..

21



3. IMPLICATIONS OF FARMERS
ECONOMIC CONDITIONS

3.1 Price of Agricultural Products

3.1.1 Price Fluctuation

Price fluctvation of agriculiural products can be divided into {two; one is
annual fluctuation and the other is scasonal fluctuation.  Fig. 3.1 slows the
annual price fluctuation of major ciops such as rice, maize, sorghulﬁ cassava
and sugarcane. Price of lhosa products fluctuates in accordance with '
international pnc:es The international prices of agricultural products movc
dependmg on various cxtcmal ‘elements.  Therefore, there has hardly been
snccessful  effort to stabilize prices of agricultural products. _Uhder this -
condition, farmers can not make a production plan without sure prospect of .

their income from farming.

Seasonal price ﬂuciuatio’n is observed in Fig.3.2 and Fig.3.3. The scasonal price
fluctuation is caused mainly .by difference between supply and demand. It is.
simple in that price of agricultural products.is low at the peak scason of
product harvest and prices go up at the off-peak season, hence, it can be
minimized with an appropriate manipulation of the agricultural producté :

supply to market,
Price fluctuation of agricultural products causes marketing risk on the part of

distributors. - To manage the marketing risk, disiributors traditionally take

huge profits from trading.
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3.1.2 Price Increase at Varlous Stages of Trade

Difference among farm gate price, wholesale price and FOB price shows a step-
wise process of adding value to agricultural products, distribution cost and
margin. For example, farnm gatc price of rice in 1987 is approximately 4.2
thousand baht per ton, whereas wholesale and FOB prices are approximately
6.7 thousand baht and 7.6 thousand baht. - This shows that the wholesale price
is 1.6 times highér than the farm gate price and the FOB price is i.l times
higher than the wholesale price. Maize and tapioca show similar trend:
wholesale price being 1.16 times and 3.84 times higher than farm gate price,
and FOB prices being 1.06 times and 1.57 times further higher, This trend also
suggests that there are more merchants in 'the distribution channéls frdrﬁ'
farm gate to w_hoiesale than in those af.tc.r the wholesale. Price éscalation is
even greater ir_;_lhe_distribution process of rice and tapioca than that of maize
bccduse processing is involved in the distribution. Distribution of some
agricultural products thus increase value of commodities by not only trading

but also processing.
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3.2 Farm to Market Shipping

Afier harvesti;:g; farmers immediately sell their products mainly. to.
middlemen, because they get the advance payment for initial cost from thé
middlemen. This is a major factor {o the fact that farmers can not maxin;i:ze :
profit from trading their producis. .
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Tablo "3.-.1_:'__..sh_'ows ‘where farmers scll their products in the UCR. Approximately
6(_)%:_'0f't'_l;é '_fa_rmc’rs sell p'rdducts in their farm.  Particularly, 82% of rice are
- sold ;fih,'théy faira. On i_i'l'c‘_:'_o.l._h’er hand, \?(_:'gctablés and freits are morc oftcn sold
__at";.'i_oqal fﬁmrk'ct's_f' and Amphoc marl%cts.' Il scems that raditional major crops

, s‘u:.(':'l_)_f.as _tice “and - maize lend 1o be ‘sold at the farm because traditionally

qr'g'_ani__zc‘d"- distribizlion_channcls function well for. these crops.

Reasons for 'selli_hg'-ai'é_'-s:h(')u;r'n'__in {hé: Table 3.2. The main reason for selling at
: ,the-':_farm 'is_ to. save 'lransp_c.}rl,-(':osl. "Thi_s_ reason accounts for 77% of the reasons
for 's'ell"ing at'thc_'far'n.l. "wReas_o'ns for selling at the local ‘markets and Amphoe
 markets. are o :,"s:_avc'—tra_ﬁs';i_c_)'i’.{ cost and to gel services available  there. When
miller _'and,-pm(:c_s_s't)r' are - preferred, thc-feas_on for this is the availability of

.. contractual . prices, . particularly .1hose set - under contract farming. .

. Whé'r:l_farmé'rs sel‘l; their products, br‘_'ices of the products arc determined
r.r'lai_r__l'ly--_-‘by‘buycrs; --_Buyers have large power, which is ensured mainly by -the
ad¢ﬁﬁété kaniédge,_skilis _é.'nd information for marketing as well as the '
capability. to--bea__r.mark_ef risks. = However, there are some cases of price

" determination onthe basis of mutual contract as shown in the Table 3.3.
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Tabie 3.1 Place of Product Sold

Fam : {%). ~oal Bt l%j' Am@hnamxs\m’mﬁ)_ Wilez Procassor (%} Othees - (?ﬁ) i Tolal
Pica S En 082 - - - i 0g2 19 0.16 61
Maizo 12 .80 2 013 1 007 15
Cotion .3 X 1 025 i : 4
Vegalable 8 042 n 059 19
Fruils 2 022 3 067 1 o1 9
Soighum 1 ¢ 085 2z 0.15 . B
Caille 4 0.0 : 1 -, 020 5
Hog o1 . os 1 - D68 C
Othars 20 0.87. 3 013 - - 23
Sugarcane . 23 100 . . 23
Mik : 19 100 - - 09
Totl 121 060 - 8 0.04 20 0,10 33 0,18 2 G0 - . 203
SouRce: Study Toam Survey -
Table 3.2 Reason for Selling
_ Farm 1% Local Markel (%) __Amphoe Markel _ (%)  MillarPracassor_ {%) ~others -i%)' Total (%)
Savs Transport Gost 81 0.77 - z 0.25 0 050 3 [ ) 005 97 052
Contsaciual Prica 5 005 1 0.3 2’ 0.10 24 0.7 14 057 46 0.24
Provide Senvice 5 o004 4 050 5 .25 65 0.18 1 D25 1] .11
Better Prica 11 6.0 - 11 006
Bolter Information 1 0.0 t 013 1 0.05 1 0.63 5 024 9 005
Others : 2 0.02 2 0.19 . 4 0.02
Tolal 165 100 B .00 D [ 34 1.00 21 100 188 1.0
Soucca. Syudy Team Survy
Tabie 3.3 Price Determinant of Agriculiural Products.
Seller "Buyer Conlract BothS&B Tolal .
Rice 60 6 2 4 72
Maize 16 1 20
Soybean,Mungbean 12 2
Colton A 4
Sugarcane 24 24
Sorghum 14 1 15
Vegetable 8 8
Fruits g 13 20
Milk 18 19
Callle 5 4 _ 9
Hog 8 2 6 2 18
Others 4 1 2 i 8
Total 69 76 28 4 177

Source: Study Team Survey
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3.3 Rural Credit

As mentioned i,nf'Agfi.cill.iufal- Development -of SECTOR REPORT Vol.4 of UCR
Study Report, a'vé'r?gé'%‘é_l' farm” income ‘of the UCR .is 12,092 baht, non-farm
“income ‘is ‘18,379 baht, wuh a ‘total “income of 30,471 baht in 1986/87. Onthe
other hand, household’ exp'e't_l.dilurcr 529,313 bahi, of which cash saving is only
1,158 baht. - This  amount '.is"‘ap'proximalcly one-third - of the national average.
These figures suggest that cash saviﬁg" of farmers is ﬁot ‘enough to finance the

initial /investment “for .‘next year :cultivation.  Farmers, therefore, need loans.

Acc_ordin_g io' our surv:cy. _26% of the farmers borrow money from informal
money lenders such-as telatives, ncighborers and focal merchants. - 72% of the
farmers borfow monc¢y from: formal lending institutions such as Bank ‘of
Agriculture and-'Agricultural Cooperatives (BAAC), commercial binks ahd--
cooperatives. - Interest rate is very much different between ~informal money
lenders and . formal ic'nding. institutions, offering 28-36% per year and 12-15%
per year, respec[i\?e'ly. - However, reflecting the government policy to-.incrcasc
tural credit pfovisionrby -imposing  on the commercial banks a minimum of
15% of their total lending to be extended to the agricultural sector as well as by
strengthening BAAC,.thc informal money lending lhas been decreasing at

present.

There are three main - purposes of borrowing money. 78% of the farmers -
borrow  money for—=farniiﬁg purposcs; 15% for household expenditure, 1% for
clearing  debt and 6% for other purposes. ~For farming purposes, small farmers
aim at bu'ying's?nall agricultural “inputs such as sccds and fertilizers, medium
farms aim' at bﬁying agricullural - inputs and: machine, - and large farmers aim
at buying machine ahd- land. Table 3.4 shows detailed conditions of loans in
the UCR. ‘

Because modernized _ag'ricullural method, which use machines, fertilizers,
insecticides and pesticides, has spread over the rural areas, cost for
agricultural inputs iﬁc]uding machine has been increasing.  Thus, reducing
the cost for agricultural inp_uts and providing low interest loan is cssential for

increasing the farmers income.
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3.4 Market lnformatlon

Price information: is collected dally at several markeis by Mmisu’y of
‘Ministry of Commerce dlssemmates the

per and official letter for provincial.
information s

Commerce through its surveyers, then,
.pncc mformaunn -by ‘radio, TV, newspa
commercial offices. - Another channel to disseminaics thc prlce
market itself or, morec specifically, regional assemblers and -_nce ‘millers ..in the
market, The latter is more popular, casier and faster than

the price .information, . Middlemen negotiate prices of agricultural products .

the former to obtain’

based on their own price information sources.

Table 3.5 shows smii"ce’ of market information. About 30% of the farmers get
mformanon from radio, TV or newspaper are. Other sources of market
information are agriculiurc extension officers, mcrchants, village headmen_
and neighborers. Howavcr 15% of the I‘armers do not use these market .
information; Moreovcr, 539% of the farmers bellevc that these market
information- are ‘not reliable. Under the pracuce of cross trading -prevailing

in markets, it is very difficult 1o collect accurate price informatign.
3.5 Contract Farming

The idea of c'dn_tract_ farming is not new, but it has been practiced in its
traditional form for a long time. The farmers cultivate cerlain crop under
contract with a processor,  However, coniract farming has recently been
modified int0 a new system, -in° which processors provide a package of s_éeds,
fertilizer, technologies and initial investment and  farmers produce in -
accordance | with - the specifications determined in contract. This contract .
farming  is :increasingly  adopted - in the . production and marketing of chicken,
shrimp, sugarcane and vegetables. Fig. 3.7a shows conceptual fr_amewdrk.:of

contract farming.
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Table 3.4 Conditions of Farmers Loan

Ave, of Credit Purpose of Credi ] ] Collateral

i o Mo, Ave Amount . Dualion  Ave. of Interost Feriiag _household Ciear Debi  Others Tard Tolo__Gok __ Gualaniors
Relalves - - S 1T 30,000 No Limiled - a4.60% 6 3 -1 0 3 B
Meigbhar . ST T 24500 13 years : 3% ] 4 0. 1 3 2
LocalMerctiant .~ 7 8 ‘85000 T “iyear - 2880% 1 1 0 1 3
Monay Lender. 4 . 28,750 " tyear 36% 3 i 0 0 1
BAAG 36 31,800 2.3 years 12.70% 35 0 o 2 i L]
"Coopsrative - 12 18,500 i5year - 1520% 0 0 0 0
Commergial Bank s 55000 27year - 1420% 28 5 ) 2 32 1
Olhers ..~ ~ 27 i ga00° - iyear. 12% 1 1 0 0 N 2
Tolal - : - - 78 15 i 6 61 i 23

Sorce: Svudy Team Suvay |

Tablé 3.5 Market Information

Ayutthaya Lop Buri  SaraBuwil _ Sing Buri  Chai Nat _Ang Thong Tolal Percent
~ Radio, Tv. ] 24 16 20 24 21 23 128 227
- Mewspaper o 4 8 5 13 5 5 - B0 8.7
Aq. extenston Officer ) 16 21 17 2z i7 21 134 20.2
Merchant - 4 11 ] 2 o 0 18 32
Teacher 7 2 -1 3 3 FA .23 -4
Village Headman 17 20 15 21 20 14 107 18.9
Neighbor 19 20 . 13 19 . 20 15 | 106 18.8
Cther . 5 5 T 5 2 19 3.4
Total ot 92 103 77 105 a9t . a7 5685 100.0
16.3 18.2 3.6 18.6 16.1 i7.2 100.0

Sourcae : Team Survey

Table 3.6 Use of M_érket Information

Ayuithaya LopBuri SaraBud  SingBuri  Chainal AngThong  Total
Use .22 17 20 22 23 23 127
- 173%  134%  i57%  173%  184%  184%  100.0%

NouUse 2 7 53 2 2 21
95%  333%  238% - 143%  95%  95%  100.0%
Total . 24 - P4 .. . 25 25 25 25 148

Source:Study Team Servey

Table 3.7.‘Rellability of Market Information

Ayutthaya LopBuri  SaraBuri SingBuri  Chainal AngThong  Total
Refiable = 13 8 10 i 8 g 59
220% 136% 169% 186% 13.6% 15.3% 100.0%

.- Somelimes H_eliablé "B 9 i0 10 14 14 63
9.5% 14.3% 159% 15.9% 22.2% 22.2% 100.0%

. Unreliable ) 3 o o 1 o1 0 5
R T éog%  00% 00%  200%  200%  00%  1000%

ol e a7 20 - 22 23 23 127
Sourge:Study Toam Servey i . -
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Fig. 3.7 Conceptual System of Contract Farming

According to the Social Development in Rural Economic Survey in the UCR
conducted by our team, reliable market and .incrcased income are one of the
main advantages of the contract farming, while delay in payment is a

problem.

In the contract farming, seeds, equipment, fertilizer, . insecticides, -1raining -in
production technique, extension service, loan and advanced cash, are provided

by an agro-business, and their prices are determincd by the agro-business.

Background of contract farming cxpansion has to be considered in two aspects;

price and market demand.

As mentioned in the Section 3.1, price - of agficuitural products fluctuates
annually and seasonaly. This price fluctuation has brought about a large
amount of profits for distributors ‘and processors, while substantial market

risks have been born by them. Along with modemization of sociéty and
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economy, .'the'distributors and processors need modernized management of

_ their firms in order to minimize risk and systematically plan business
schedule. The firms need scheduled supply and standardized quality of
materials to secure their business in markets. The contract farming responds

to ‘this requircment through provision of inputs and organizing -of farmers.

Another reason is 1o respond to various market neceds. In an advanced - society,
consumers prefercnce is various and sharp. High and stable quélity is
particularly required. Production sector has not responded 1o these
requirements of the consumption secior under the  traditional dis:tr_ibution and
marketing system. The contract farming is realizing direct connections
between market needs and production maihly_ under the management of large

agro-business - firms.

It can be concluded that expansion of the contract farming system responds to
a new- movement of market needs in place of the traditional distribution -and

marketing system.'

PART II of this report concenirates on the assessment of present situation and

potential of the contract farming in the context of UCR development.
3.6  Farmers Groups

Fal_'mer_s. have been organized into various kinds of group for various
purposes. Thai agricultural cooperative is created originally for mutual credit
assistance, while registered farmers group is crcated originally to improve
agricultural- extension. In addition, there are BAAC's farmers group, land
reform g.r'éup, water users’ association and certain- crop producers' group.
Table 3.8 shows various: groups existing in the UCR. Among these groups,

agricultural cooperative and registcred farmers group "are dominant,

Table 3.9 and 3.10 show degrees of farmers participation in agricultural
cooperatives. and - registered farmers groups. The UCR has 100 agriculiural
cooperatives with. 79,637 members, which represent 32.8% of the farmers in
the UCR in 1987/88. - There is a federation of cooperatives in each changwat.
“The share of farmers participating in the cooperatives is much higher in the
UCR than the national avefagc which is 17.9%. Average number of members
is 796. Théfe ére :292 registerrcd farmers groups with 30,389 members, which

33



In the UCR, 453% of the farmers

represent 12.5% of the farmers in the UCR.
in the registered farmers

participate cither in the agricultural cooperalives or

groups.

Activities of both institutions arc practically the same, namely, - provision of

loans to members. In addition, the BAAC's farmers groups also provide loans to

their members.

As a result, three differemt inslitutcs play almost the same activity, even

though their origin is different.

However, some. of agricultural cooperatives try 1o diversify their. works in
selling, marketing and farm guidance, which arc the most impor'lant tasks - of
agricultural éoopt’:rative.' For c¢xample, Phatthana Nikbom Agricultural
Cooperative has bought maize, sorghum and cassava, and sold them to
middlemen and processors- after simple processing.  Moreover, . seed, fertilizer
and insecticide are sold to the members, If the Agricultural Cooperative: get
profits from the activities including credit provision, relums are distributed

to the members. In 1989, each member got 280 baht as retumn.

Manorom Agricultural Cooperative is also an outstanding one. This
agricultural cooperative buys rice of 3,300 ton per year from farmers and sell
it o Changwat Federation, using its own 5 storages. This cooperative has been
able to convince its member farmers to save their money in the cooperative
with a result of &1 million baht saving, which now finances 80% of
cooperative loan.  Thus, this cooperative can provide loan at a low interest =
rate, and offer reduction of interest rate for the members as a incentive for
more intensive cultivation and more participation. in the agricultural
cooperative's activities, if the cooperative gets profits from its activities

including credit and marketing.

These two. agricultural cooperative have 1,800 members and 3,942 members
respectively.  These cases suggest. that developing those activities of -
agricultural cooperative will automatically promote farmers participation  in’
cooperative and offer large. benefit for the farmers rather than lending

money only.
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Table 3.8 Participation of Various Groups

Ayutthaya LopBuri SaraBuri SingBuri  Chainat Ang Thong  Tolal
Agri. Cooperatives 7 4 4 1 1 8 35
. 22.6% 21.1% 13.8% 21% 37.9% 27.6% 19.0%
BAAC i3 . 6 12 3 13 59
_ 41.9% 63.2% 20.7% 25.5% 10.3% 44.8% 32.1%
Land Reform Group A 0 0 6 5 ¢ 17
3.2% 0.0% 0.0% 12.8% 17.2% 0.0% 3.2%
Saving Group 5 2 1 4 5 1 18
16.1% 10.5% J.A4% 8.5% 17.2% 3.4% 9.8%
Upland Crop Group 1 0 0 14 1 o 16
. 3.2% 0.0%- 0.0% 29.8% 3.4% 0.0% 8.7%
Orchard Group 0 0 1 0 0 2 3
. 0.0% 0.0% 3.4% 0.0% 0.0% 6.9% 1.6%
Livestck Group c0 -0 2. 1 0 0 3
: ' 0.0% 0.0% 88% . 21% 0.0% 0.0% -1.6%
~ Other’ 4 R 15 9 4 5 38
. 12.9% 5.3% 51.7% 19.1% 13.8% 17.2% 20.7%
Total 31 i9 25 47 29 29 184 .

Percentage shows propotion to lotal number of participation to several group by Changwat.

Source: Study Team Survey

Table 3.9 Participation for Agricultural Coopetatives

No.ot

~ No. of Coop. No.of Members No.of Farms  Paricipation  No. of Member

Cooperatives = fn Federalion Rate per Coop.
Cai Nat - 12 8 14,961 41867 036 1,247
Sing Buri 10 6 9,198 22,647 0.41 920
Ang thong 9 8 8,901 24,422 0.36 989
Ayutthaya 25 19 16,986 41,146 0.41 679
Lop Buri 21 17 17,801 72,026 0.25 848
Sara Buri 23 17 11,790 40,348 0.29 513
UcR 100 75 79,637 242,454 0.33 796
Whole Kinadom 1,157 . o66 883,604 4,940,616 0.18 764
1987/88

Souce: Agricullural Statistics of Thaifand

Table 3.10 Particlpation of Registered Farmers Groups

No.of'R.'F.G‘

No. of Memibers Participation  No. of Members
Rale per R.F.G"

CaiNat 44 5,508 8.13 127
Sing Buri g 1,318 0.06 146
Ang thong 47 . 3,684 0.15 78
Ayutihaya 03 8,796 0.24 95
“LopBuri a3 4,710 0.07 143
Sara Buri - 66 6,272 0.16 95
UCR 292 30,388 0.13 104
Whole Kingdom 3,886 500,901 0.10 129

: *: Registerd Fermers Group
Souce: Agriculiural Statisiics of Thailand 1987/88
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4. DISTRIBUTION CHANNELS

4.1 Nation-wide Distribution Network

4.1.1 Physical Distribution Pattern

Goods distribution throughout Thailand is* very m_uch dependent on. truck '_
transportation, while railways and water  transportation have . less importance
in terms of cargo volume except specific goods such as ‘agricultural products

and petroleum products. ~ Almost 90% of goods are disiribuied by -trucks.

Other characteristics of goods distribution ié dominénce of the BMR based on
its economic activities and.population_. The BMR is the place of origin of
industrial products and consumer goods, and also the place of destination of
agricultural _'p'roduéts and low materials as shown in Fig.t}'.l and 4.2. Each
region supplics different products to the BMR in accordance with regional
characteristics by resources and economic activities.  Northern region
supplies rice, maize and mincral resources; northeastern region supplies
mainly rice, maize and tapiocy; wcsie'rr_x region supplies sugar, soil, gravel ahd
sand; eastern region supplies maize, fish, fertilizer and petroleum produc.ts;.
and southern rcgion supp}‘ies- rubber products and forest products. The UCR -
supplies rice, cement, soil, gravel and sand. However, the goods from the BMR -
to the other regions show almost the same paltern.  Petroleum products, |
fertilizers and other manufactures products are the main producis distributed
from the BMR. ' '

These facts suggest that all regions are the hinterland of the"BMR. They

supply raw materials to the BMR and buy processed products from the BMR.
The UCR is not only the supply center of agricultural product, cémem, soil,
gravel and sand but alse the place where all of products from. lhc'norihern

region and the northeastern region pass through,
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4.1 .2 ‘Distfibutlon Channels of Agriculiural Producis

Distribution” channels of agricultural ‘products arc cdtegorized roughly into 4
types;™ a'gric'u!t'ural"-' products not passing. through local markets, agﬂcultural
prqducts-'péssiﬁ'g lhr(")il'gh"IOCal.' markets, _zig.ric'uituml 'producfs through
auction ~and agricultural “products through contract farming.” Different
prdduc’:ts'-involvc"diffcrem ‘ways ‘of Irading, relevant persons and commercial
customs- if observed in detail, but Ehesc four patierns ‘are useful to ovetview

the distribution - channels as a wholc,
1) ‘Agricultural - products not passing ‘through the ‘local markets

The products through this channel consist of export-oriented
agricultural products like maize, tapioca and rice. The products
produced by farmers are (ransporicd !hfmigh ‘the middiemen at . various

stages between farm gale and processing factories. -

- Processing factorlcs are usua!ly tocaled near the produclton area
because those producis arc too hcavy 1o carry on long distance. Those
products have very small  value-added.  Afier processing, they are )
tl;ansiif):rtcd mainly by itruck to warchouses at Ayutthaya, Bangkok and
Chon Buri to wait for shipping. From warehouse, they are loaded

~ mainly by large barge to Ko Si Chang and reloaded to ship at offshore of

Ko Si Chang, because Chao Phraya River has shatlow parls, namely
Bangkok Bar.

However, materials for animal feed such as maize and tapioca are
recently. used increasingly for domestic consumption in response to the
“expansion of livestock production.  Competition between “exporter and
domestic dealer. are 1aking place. F1g43 shows a broad. picture of the

' distribuﬁon ‘channels 6f—_agricuiiurdl products not passing through the

local markets.
2) Agricultural products passing (hrough the local markets
The -products. through this: channel consist of . perishable agricultural

'.products such as vcgchble and . fruits, though fish, meat and chicken do

-not go through this channel. Pcrlshdblc agncullural products have
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basically been distributed  within small arca for local consumption,

However, the arca of distribution service has gradually been: expanding

in response to urbanization and clearer division of works between

agricultural and non-agricultural sectors, ’I‘hosc_pr_bducls are mainly
for domestic consumption, while quite small portion. is exported  at
present,  The perishable agricultural products collectéd_ by -middlemen
are directly transporied to several markets. = The middlemen . undertake
transaction with wholesaler or retailer in market. In the UCR, Sara
Buri, Ang Thong and Sing Buri arc the primary places of wholesaling.
This iransaction is usually done in the mid-night. After that, retailing
starts in carly morming. Fig.4.4 shows the _distribmitm chénﬁels _of '

agricultural products passing through the local markets,

§ . N P
Pi ing Facto o Warshouse a Expon
o Py rbh focessing Facoy 4 {Truek) {Bargs} po
Farmers T Middleman bl .
(Frueky L | (Fruck)
I pasy processing : located at Ayutthaya, : re-foading al Ko 51 Chang
- Mosily Nort/ : dirying progucts more : loaded naarby Bangkok, Chon Buri : Chao Phraya River bas
Noitheastern Regon * tooking ai tha timing produclion areas : storaging with shallow parts callod
- Product is heavy of price up qualily conliol .
and low value-added .
: drying belore saling

: barga fs more conveniant
than ineck in terms of cost

”I Feed Wil Faciory 1 Domastic Use
{Truck)

Fig. 4.3 Distribution Pattern Image of Export Oriented Agriculture Products

Production Area Markst Placo
Framers Middlemen ] Wholasalers g Fetailers. . Consumers
Truck !g . R

- Middlemen collect preducts al - Wholesalers and relallers are nol

pach farm-gate clearly spacialized
- Middlemen arrange transportation - Bome producls are carrigd lo -

from fam Yo market, somelimes retail masko! )

by lhemselves - Sara Bur, Sing Busi and Ang Thong
- Middlemen Iranspor producls markel are slandard whoesaler

around aach market

Fig. 4.4 Distribution Channels of Perishable Agricultural Proditicts : A Overview'
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3) - Agricultural. products throrugh auction

In Thailand, cross trading is the most prevailing method of transaction,
but, a few cases of auction 'exist.- for example, in fish market and cattle
market.  Therefore, distribution pattern of fish is different from other
‘commoditics in term of method of transaction, Because fish is much

more perishable than vegctables and fruits, fish market is required to

. deal transaction rapidly.

Marine fish except those for local consumption are transporied 1o
Bangkok market. Bangkok Fish Market under Fish Mﬁrketing
Organization of ‘Thailand (FMO} is a central wholesale market for fish.
-This market is well organized and has high transaction skills. It applies
auctions between buyers and sellers under the supervision of FMO. Most
of the fish to be sold in the northem region, northeastern region and
the UCR are transported from this market by truck with ice or by cold

“truck.

Fresh water fish are used mainly for local comsumption, while only

some kinds of them like catfish are distributed to Bangkok.

Meanwhile, cattle market has different reason for auction. In the cattle
market, each cattle has very much different price at high levels, so that

examinations have to be done very carcfully in transaction.

43 Agriculm_ral products through contract farming
Contract farming has been very popular in the trade of chicken and
sugarcane, and is expanding to the trade of other agricultural producis.
Contract farming has been able to keep stablc supply of raw materials
for factories. Section 3.5 has more detailed discussion on it.

4.1.3 Industrlal Products and Consumer Goods

Industrial and consumer products are mostly produced in the BMR and

imported through' Klong Toey Port, Therefore, those products are distributed
form the BMR to the local arcas. Distribution pattern of those products are
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divided roughly inte 3 groups: bulk products like oil, large scale

products and .

“pational brand” products, and small products.

1) . Bulk products

2)

Bulk préducts are kept i the depot of processing factories in the BMR,
From the depot,  bulk products are distributed by .heavy truck o the -
depots in regional centers under regional - wholesaler of regional: agent.
After that, bulk products arc distributed to reach retailers either
through provincial wholesaler or directly.  Fig.4.5 shows the

distribution chanmel of bulk products.

Company
5 Regional Provincial
Agent Wholesater
Factory | L o Retailer
Regional
: Wholesaler
{Heave Truck) {Smaht Truck) (S{nall Truck)
Depot in Depot in Depotin
fFactoryin : Region Center  Provincial Center

the BMR

Fig. 4.5 Distribution Pattern of Bulk Products

Large scale products and “national brand" producls

Large scale products and “national brand” products are also produced in
~ the Tfactories mostly locatcd in the BMR, Those products are kept in
~ factories or storagics in factory. = Commercial warchouse is not |
' dcvclope_d, while a few warehouses are locaied in swburban arca of the

Bangkok.
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From factory or storage, thosc products are distributed to provincial
wholesaler or agent and are stored in their shops, Provincial
wholesalers or égcnts redistribute those products to retailers. Fig.4.6
shows “distribution channel of large scale products and “"national brand"

products. .
' Factory
Wholesat {Small Truck)
olesater
Agent:
: | . I {Heavy Truck)
Provincial Provincial
wholesaler Agent
{Small Truck)
- Retailer -

Fig. 4.6 Distribution Pattern of Large Scale Products and "National Brand" Products

Small scale producis

This group consists of light industry consumer products, machinery and
electric appliances. - Since these products are too small to make a full
_n_'uck loaded by themselves, th:ey are. colltected from factories and
imporiers by central wholesalers in - Bangkok. The central wholesalers
store. those. products in their own storage facilities, mostly located at
suburban areés of Bangkok such as Bang Na Trad, Lad Prao, Bangkhen
and Thon Buri. From :these depois, those producis are distribuied to
provincial wholesalers or the provincial branches of the  central
wholesalers by usirig- heavy truck.  From provincial level, producis are
divided into small lots and distributed to retailers by small trucks.

Fig.4.7 shows the distribution channel of small scale producis.
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| Faciory ' .' ' lmporter B
l ' (Srnall Truck)

Central whaolsaler

ﬁ : _ v {Heavy Truck)
Central Wholesater Provincial
Provincial Branch Wholesaler
I : I (Small Fruck)
Retaller

Fig. 4.7 Distribution Channet of Smail Scate Products

4.2 Characterlstics of Supply and Demand of the Upper Central Region
4.2.1 Supply for the Bangkok Metropolitan Region _

The BMR is the center of commodity flow. Most of agricultural products and
mineral resources concentrate on the BMR, while industrial products and

consumer goods are distributed from the BMR.

The UCR which has been characterized -as an ‘agricultural ‘arca is also closely
connected with Bangkok. A total volume of approximately 6.5 million tons a
year goes to Bangkok, which is 18.6% of the total volume of goods going to
Bangkok from the whole country. The volume.of goods from the UCR to
Bangkok is approxiniatcly 2.5 ‘times as much as’ the volume goods from Bangkok
to. the UCR, while the total volume of. goods to Bangkok is 3.5 times as much as
that of goods from Bangkek This shows that the UCR is one  of ‘the supplicrs of
goods 1o Bangkok.
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Among" goods to Ban’gk&k earth, sand and gravel iogcthcr.jrcprcscnt a largcst
portion” being 50.9% of the whole goods to Bangkok. Rice and cement follow’

them and account for 15 6% and 18.7% respccuvsly Morcover, 87.9% of the

cement - gomg to Bangkok originate from the UCR and 32.4% of the rice going
to Bangkok, also originate from the UCR as shown in Table 4.1.

The UCR also has_'aﬁoih'c'r feature to be a center of expori-oriented agricultural
produc-l's.' such as maiie, tapioca and rice. These broducts arc produced mainly
in the northern and northeastern rcglons Through the UCR, they are stored
'and/or transported by Routes 1 and 2. According to the Table 4.2,

approxnmately 93% of the rice transported to Bangkok either passes thrdugh
the UCR or: produced in the UCR. 90% of maize and 80% of taploca go through

‘the same- process

- Table 4.1 Magnitude of Products of the UCR to Bangkok

Unit : Thousand Tons

' - : : % in total volume of % in total

Products Volume products to Bangkok volume of

h '  from Whole Kingdom  products

S from UCR
Rice : 1017.7 32.4 15.6
Maize _ : _ 146.6 15.9 2.3
Tapioca ' 47.7 6.9 0.7
Sugar 16.4 1.5 03
Other Agri. : 61.6 3.3 0.5
Rubber o ' 0.2 0.1 0.0
Farm Prod. ' 25.8 33 0.4
Forest  Prod. _ 497 32 0.8
Petroleum Prod. ' 2.4 3.0 0.0
Earth, Sand and Gravel 3315.3 16.3 50.9
Mineral Prod. 52 13 0.1
Cement 1217.9 87.9 18.7
Other Construction 251.9 53.9 39
Fertilizer: 8.1 : i6.0 0.1
Other Manufactures 205.2 10.3 32
All Others _ 62.2 16.2 1.0
Un -Known 75.3 10.4 1.2
Total o o : 65(9.2 18.6 : 100.0

Source : Transport Statistics, 1988
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Table 4.2 Concentration of Export-Orlented Agricuitural Produ_ct_s_ 7 _ .
| L o ___Unit : thousand tons
Origin . of Agricultural = Products

Products  UCR (%) North/Northeast (%) = (A+B)  Total Volume
' (A) (B) ' _ ; L to_.Bangkok :
Rice 1017703245 . 1901.2(60.5) ©2.9) 31427
Maize 146.6(15.9) 677.7(73.7) (89.6) 919.7
Tapioca  47.7( 6.9) 554.6(80.0)  (87.0) 6924

Source: Transport Statistics, 1988
4.2.2 Local_Demand_

According 1o the. Table_' 4.3, goods of 1.2 million tons a year come from Bangkok.
They represent 11.7% of the total volume of g_'ood.s from Bangkok .to the whole
country. . Petroleum products represent the highest portion of the goods from
Bangkok_ to the UCR,. amounting to approximately 351 thousand lons a year or.
30% of the total volume goh.lg' to the UCR. Other manufacturing products and
6’ther construction materials follow with a volume of 305 thbusandé' tons and 50
thousands tons, r(';speéiively,' The UCR is dependent on the BMR in pe[foléu’m_

and \rﬁax_lufacturing_ preducts.

Table 4.3 Magnitude of rProducts of Bangkok to the UCR

. . % in totaf voluma . % in total
Products Velume af preducts fom Bangkok yolume of products
1o Whole kingdom fiom Bangkok

_ Rice 8.6 5.8 . 0.7 .
Matze ) .03 45 ) 00 -
Tapioca 0.5 5 0;0
Sugar 05, 4 00
Other Agritultural Product: 22.2 14.1 il
Rubber 0.0 0 0.0
Farm Products P 12.3 15.3 - 11
Forest Products = - 38.0 18 3.2
-Petroleum Products 3513 16.6 296
Earth, Sand and Gravel 6.2 .28 05
Mineral Products . 6.8 ) 46.3 D06
Cement : 16 1.7 0.1

- Other Construclion Materia 50.14 19 ) 42
Fertilizer _ 95.4 ' 85 80
Other Manufoctures 305.6 12.5 C 257
AN Oihers . 223.% 16 8.8
Unknown ' 65.6 2.8 55
Total ' - 1,1883 117 © 1000

Sowrce : Transpon Statistics, 1988
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In éddirt_'i_orl','-égricullqral- products such as v'eg'etablc, ‘fruit and fish are brought
into the UCR from “other regions to supplement d'cmands for these food items.
_’I‘ablc 4.4 shows the self—sufficicﬁcy of the UCR in sclected commodities. In
'vc:_gé__tablcs, fruits and fish, approximately 50% is. self-sufficient and 50%  is
imp@__rted from the other rcgions_._ Meat, chicken and ege arc highly self-
sufﬁéiq_m._withﬁa ratio of 935.3%, 88.9%, 76.5%, respeétivciy. '

Table 4.4 Self-sufticiency of the UCR

Producis Products in the UCR
Vegetable - 511 %
Fruits 491 %
‘Meat - . 953 % -
Chicken - o ' 889 %

Egg . 76.5 %

Fish : 413 %
Processed Food 75.7 %
Clothes ' - 00%

Total : : ’ 53.6 %

Source:  Study Team Survey
4.3 Locational Advantages of the Upper Central Region
4.3.1. Avallablity of Inland Waterway

The UCR has a locational advantage in minimizing the cost of transportation
through an efficient combination of land, inland waterway and sea transport.
Availability of cheap land is another locational advantage when considering

the need of spéc’:e. for storing and processing..

As for transport network, national highway Rbums 1 and 2, and Asian -
‘Highway. go-,t,hrough' the -UCR. .- Pasak and Chao Phraya Rivers and railway are
also through. ihe U_CR.._ ‘Therefore, all of the products for inland areas and the
‘BMR have to pass tﬁrough_ the UCR. - :

Because export-orienled major cfop' products are heavy and low valued,
transport cost _sh_ou_ld_ be minimized to keep international compelitive power.
Therefore, inland waterway is a best way to transport them .io Ko Si Chang.

Table 4.5 shows relative magnitude of inland waterway ‘in the cargo
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movements beiween Bangkok and the UCR. “The magnitude is much higher

than that on national average, which is 0.3%.

Table 4.5 Transport Flows of the UCR
- (1986, ton)

“To Bailgkok (%) "“From Bangkok (%) -
Road 5,539,803 (14.9) 1235825 (95.2)
Rail 668,978 { 9.0) 162,048 ( 4.8
Walerway 1,207,668 (16.3) 6s (-
Total 7,416,449 1,298,568
Note : The above figures include goods to and from Prathum Thani Province,

Source; Tramsport Statistics, MOCT, 1988.

Tha Rua is a point nearcst to northcastern rcgion for using inland waterway.
1t means that cost of truck from northeastern region to Tha Rua. is minimized

comparing wiih Bangkok, Siracha and DBangpakong.

Barge is much cheaper than truck and it carrics a huge volume of tapioca
pellct at once, being approximatcly 20 times as large as an ‘unit volume per
truck. Export of tapioca pellet generally uscs large ship of more than 50
thousand fons. Therefore, to fill the ship, a huge number of trucks is required
within a short period. This is on¢ reason why inland watcrway has advantage
for shipping the agricultural products. Fig.4.8 illustraies the Tocational -

advantages of the UCR.
4.3.2 A Conceniration of Export Oriented Agricuitural Products

Fig.49 - 4,12 iltustrate the flows of main cxport agricultural -products such as
rice, maizé .and tapioca pellet. Regarding rice, the producls for export crop are
produced mainly in the central ‘region in Trainy season, tﬁen, 'lranéported
through the UCR as shown in Fig.4.10. Regarding maize and tapioca pellet, the -
UCR, particularly Ayutthaya, plays very significant role in export as a
distribution base. . However, existing facilities are operated under the
management in - Bangkok, because (trading business and marketing -

information are available only there.
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Ship Truck

Amount 200-300 ton/tiip 5-10tontrip
Cost . Low High
Speed Slow Fast

_ UCR Siracha
Land Cost Low - High
Trip One Day Two Day
Hinterland Northeast - East/

Morihwast

Limit of Available Inland Water Wey due to Water

: 1/ Level

vy
P
AR
“w\ansak River
AV

Nakhon Ratchasima

168 Km -7

J Ione bay Trip Zone frem
akon Ratchesima

ESB
Ko Shichang

Fig. 4.8 locational Advantages of the UCR
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S . miflion ton -
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‘o " milfion ton
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Northeast
Central

Sale

Séias 10 any Kinds of
merchants
11.5 million ton

Own use’

Farmers own consumption
and seeds
6.5 million ton

Milling |~ Whole kingdom 3223 factories
North 1,118 factories
Northeast - 1,296 {actories
Central 588 factories
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Expont
4.5 millien ton

7 million ton

Domestic consumplion

Fig. 4.9 Flow of Rice for Domestic Consumplion and Export (Estimate)
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4o NAXPON RATCRASIMA
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EXPORT

GULEF  oFf THAILAND

Note: ( ) shb_u_s_ ex_cess or shortage of rice in Changwat
"% shows amount of shortage of rice (ton)

o . . CHANGWAT LOCATION
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g RIVERS'
cmmagm—  MAINLY FLOW OF RICE FOR EXPORT ‘
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Source: AICAF, 1986
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Fig.-4.10 Flow of Rice in Central Region (Estimate)
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4.4  Local Market Structure
4.4.1 Attendants and Commodities Sold in Markets

" Business. type of suppliers is mainly rtetailer. It is both retailer éﬁd wholesaler
'_ é__iv{m in'.-\',vholes_ale: m'a_rket as shown in the T_ablc' 46, 30% of wholesale markets -
. operate i_'br both ,wholcs-aler.__énd retailer, - This means  that whoi_é:saie function
is not clearly separa"tcd'i‘rcrh tetaile function in most of the markets, though
- specialization takes place in big markets such as: those in the cities of Sara

Buri, Ang Thong and Sing Buri.

On. the other hand, types of customers can clearly be divided into consumer,

retailer and wholesaler in accordance with characteristics of the markets.

In the Sara Buri Market and the Ang Thong Market, more than 90% of the
‘customers are retailer and wholesaler. Meanwhile, the Sing Buri Market and
the Lop Buri Market show almost equal 'proporiibn among consumer, retailer

and  wholesaler.

“Retail markets are also mixed with some wholesale activities as shown in the -
“Table 4.7.

The commodities sold in the local markeis are mainly vegetables and fmits.

" The proportion of vegetables and fruits ‘is higher in the wholcsale market
than in the rc_iai! markets as shown in the Table 4.8. Non-food commodities
'such as. groceries and clothes represen't only a little proportion of about 5% to
10% respectively in the retail -markets.

4.4,2 Hlnier!and ‘and Trading Area
“Collection . and dispersing are the most primitive functions of wholesale
“market. Tt does exist in the wholesale ma_rkcgis’ in the UCR. In the wholesale

" markets in the UCR, the. vegetables and fruits ave the main commodities

' accounting for 42.1% and 40.1% respectively of the total commodities.
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Tahle.d.6 Business Type-of Suppliers

tarket Type of Buslpess - Towal %
‘Wholasaler % Relallar % Both WAR % Eecoer £  Fisherman 3 alhers ]
' N - - . - - 62 1000
1) Husro C. ayullhaya - - s5  8e.7 [ l'g y 1.7 117 60 1000
2) Ghao Phrem C. Ayuttheyp (I 16 767 no 2 b0 - 2.0 S0 1009
3} Yessbaa 2 C. Ang Thang - | 1 2.0 36 2.0 3 180, 2 _ _ N - 36 1000
4} ¥holesasle C. Ang Thong 17 354 2 4.2 4 500 ® A N N - N S0 1000
5} Tesshan C. Siog Burl - - 34 66.0 16 520 P oL o 67 1000
6} Siog Buri C. Sing Burt 36 . HA7 1 1.5 29 -3 = - - - - 23 1000
7} Tetbon <. cual at z" 87 19 826 S B 3 vwe - - - 36 1009
8) Wholesale ¢ cnal Nat 4 133 2 67 21 O o I - S0 1000
9) Yewmpan €. (oo Buel - - 30 &0.0 20 1o 1h 280 - - - 7 50 1000
10} Ths Khun Keng €. Lop Buri 17 "34.0° s 100 14 28.0 3. i . - - 1000
1) Khgx Somtong <. Lop Busi & k2.2 32 653 tE 224 T : - - - - &0 moh
12) 5ri Craroen G Lop Surl 360 .27 540 20 40.0 s : . I &l 1600
13} Tesatsn €. Savn Burd - - &1 753 toise 2 m -l - - 49 1000
14) Whoiesate C. Saco Buri 31 633 4 B2 14 28.6 - - -z N N . 50 1000
15} pikhem Phuithsbat . Sarz Burl - - 29 5480 21 20 - - . Lo
THTAL 118 183 383 493 230 299 6 47 1 ol oo 69 1000
Souice : Study Team Survey :
Table 4.7 Type of Customers
HMarket Cuslamer Type Total z
He Answer z Consumer 1 Wholesaler Ed Relaller Ed Others z
1) Husro C Ayulingys - 49 291 - s 91 1 1.8 $5 5.9
2) Chao Phrom C.Ayuithays - 40 62.5 2 3l 20 313 2 31 64 6.8
3) Tesaban 2 C.Ang Thom - 33 00 3 &0 12 2440 - 50 5.3
4) Waglesale CARQ Thohg . - 3 55 8 145 44 800 - 55 5.9
5) Tesnbsn C.5ing Burl - 36 T2 1 2.0 13 0 50 53
6) Sing Burl C.5100 Burl - 37 37.0 17 1 46 46.0 - HOD 106
7) Tesaben | C.Chal Kat - 4T . 940 - 3 &0 - ) 50 53
B) Yrholesata . .Chal " Nat =~ A1 4.6 5§ b5 45 -459 - . 92 9.8
9) Tessban C.Lop Burl - 37 £5.3 - 11 224 & Y&z 49 5.2
10] Tha Kihun Kong C.Lep Burl - 8 H4.5 8 185 39 709 - 55 5.9
11) Khok Ssmrong C.kop Burt - 21 42.0 1 20 28 560 - 50 53
12) Sri Charven C.Lop Burl - 37 171 1 2.1 i0 208 - 48 5.
13} Tesaban C.lop Burd - 7% 844 - 14 158 - 30 9%
14) Whaaolesale C.5ara Burd 1 1.2 4 4.9 37 450 40 488 - 82 B.7
15} Hikhom Phutihabsl C.5ara Burl - 39 78.0 ~ 9 180 2 LR SO 5.3
Totat i ot 505 53.7 84 89 33%  36.1 it 1.2 %40 100
Source : Study Team Survey -
Table 4.8 Commaodities Sold in Local Markets
Hereat . Commedity Tyve ) Total
Famtatte 13 frutt x Heal X Chicken x 1] * Fish £ Procesyeg 3 Cioths X Procecy % Others I
Food :
L CAyullhers - s 125 - i3 z03 3.4 347 4 63 6 94 BTN Y R S X
O e e [T 9 14} 6 95 2 3z s 78 11 178 s 127 s 15 LB S 44
). Temnben 2 LAng Thoog 5 90 5 145 3 94 s 91 FI XY 1 73 13 234 [ 4 13 8 145 55 100.0
A) Whaltsate CARg Frong 29 . 604 17 354 - - - - - - - z 47 43 1cbe
3T ¢ Slng durl [ ¥ X ] 5 4% 1 3 5% LI 1 S & §4.3 3 54 4 EY g el 55 000
5] Sirg Burl €5t Burl 71 309 40 83 - ? 29 - 1 13 2 .9 - - . z 29 £8 1000
i3 TChal ¥4 4 67 208 3 128 [y oAz t 4z z a3 - 3 415 i 187 24 100.0
4} Wholesale LLhel Mal 2. 656 4 750 - - - |- | ] 3 - - . i X 3z 1994
9% Tesmban &lop Burd 3§54 ¢4 473 6 115 4 27 4 7 4 154 3 5.8 1 (5] 3 56 [] s 52 Jcoo
30) TAE Khun Meng Ciep Burd 0 2.2 17w - - - - - . - 2 v 53 (600
1h} Xhex Sompordg CEop Burk 14 2590 1% 8.8 - - 3 B4 ) 8 14.3 ’ 1.8 - - T 125 56 1000
12) Hhthaoan - A Sert 4240 1z 7. 5. A6 - 1 L7 F4 EX 9 155 3 s2 3 52 a i55 58 1009
13) Taszhen clop Bury 27 303 25 21 3 34 1 45 3 34 7T 79 1 t2.4 > 2 122 7 1.9 a7 K000
F4} Wix|esala C.5ar4 Durl 37 40 . 10 709 - - - - - - - 3 5D S0 1060
15} Hinngm Phutthadsl € Serw Burl 12 227 14 TS BRI R} 2 33 - 2 I3 ¥ ke - Tt 3 13ig sS4 N9
Sein) 54 e 208 251 43 82 2 30 2 3 57 &9 L] 9.3 0 12 76 34 s1 110 A28 (000

Source : Siudy Team Survey

54



The customers -~ comprisc consumers representing 53%, retatlers 36% and
wholcsalers 9%. Most of the wholesalers are from within the same Amphoe as
market exists. 69% of the customer come [rom the same Amphoe as market
cxists and 17% of them are from other Amphoc but within the same changwat
as -market cxists. - ‘Markets in-the UCR serve mainly for local consumption,
Howecver, Sara Buri, Ang Thong and Sing Buri have relatively large wholesale.
markets to serve not only for their respective changwat but also for other

changwat both within and outside the UCR.

The local markets are structurcd inlo a hicrarchical patiern, comprising the
markets at. 3 levels; larpe-scale wholesale market, small-scale wholesale

“market and rctail market.

The large-scale wholesale market such as Sara Buri Market, Sing Buri Market
and Ang Thong Market have wide hintertands. covering not only the UCR but
‘also the northern, the northeastern and the central regions.  Because the local
markets - deal mainly with vcgelabfcs and. fruits, origing of the commoditics

being sold t(here are spread out nation-wide.

Small-scale wholesale - markets have narrower hinterlands. - The commodities
being sold there come :'maiﬁly from within ‘thc same changwal as market exists
and from the large-scale wholesale markets.  Retail markel gathers
cbmmoditics from both }arge-scélc and small-scale wholesale markets and thus

has a narrow trading arca because customers arc the people living nearby.

The trading areas of local markets arc relatively small in the UCR because they
serve mostly for ncigliboring arca. However, markeis of Ang Thong, Sing
Buri and Sara Bﬁri ha.ve relatively large trading area. Ang Thong Market
covers mainly Changwat Ang Thong and certain part of Changwat Ayutthaya.
Sing Buri Markel covers mainly Changwat Sing. Buri, Chai Nat, and certain
part of Changwat Lop Buri. Customers from Nakhon Sawan, Uthai Thani and
Suphan Buri are observed in this market. Sara Buri market covers Changwat
Sara Buri and certain parl-of. VAyu[lhaya and Lop Buri, and customers from
Nakhon Ratchasima, Khon Kacn, Nakhon Nayok are observed in this market.

Fig.4.13 shows trading arca of the local markets in the UCR.
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Fig. 4.13 Tradlng’ Areas of Three m"ajcf Centers
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“To cxammc lhc orlgm of commoditics, the commodities are classified into 5
“groups of vegelanlcs and fruits, meal, chicken and cg, fish, processed food
-and nomn-food goods.

:3‘250% of the \?cgclablcs and- fruits being sold. in the . UCR mérkelq are from
-':outmde the - UCR, and the OthI 50% are produccd within the UCR. Vegetables
‘_and fruits “from outsidc the UCR -are_ mainly from . the norlhcm the
lnouhcaslern and the central regions, cqpccmlly Bangkok. 'ic vegetables and
%frmts from Bangkok arc gathered once - in Bamgkok'-markcts from other
_:rcglons, espccaally the caslezn the wcstcrnr and the southern regions .and re-
distribute, to UCR markcls | | -

The meat, chicken ‘an'd"egg being “sold in the _U'CR‘markct's are nﬁain!y produced
in the¢ UCR and distributed within the UCR. [ means that the UCR has achieved

‘self-sufficiency in" supply of meat, chicken and eps.

_As for fish, approxnmalcly 44% of l“sh arc produced wilhin lhe UCR, and the
other: 56% come - from - other areas. The- fish produced in the UCR are fresh
water fish. Some fresh water come fish from other rcgions, especially the
_horlhérn'region. The fish from outside the UCR are mainly from Bangkok
‘Fish Market and Samul Prakan Fish Market and are supposed to be marine fish.
Fresh water fish are aimost sclf- sufficient in the UCR and marine l‘ash are

'dcpcndcnt mainly on - the supply from’ Bangkok and Samut Prakan.

The prOéesscd food -are largciy produced in the UCR,_ and local products account

for approximately 75% of the food sold locally, with the rest from Bangkok.
Non-food goods such as :'clolllcé, graocery and others come mostly from Bangkok

Fig.4.14_to 4.18 show ihc origin of the commoditics on map.
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4.4.3 Transactlon and Pricing Characteristics
1) Pricing

Cross trading is basically applied to transaction. In this cross trading,
several stages of transaction exist between farm-galc to retail’ market.
Under this system, pricing power of wholesale rhaf_k’et is not strong
because merchants in several stages of transaction take risk of buying
the c0mmodiiies;This is one reason why Thai agricultural products have

competitive price in the world market.

Merchants are supposed o set their price. depending on' the prevaiﬁﬁg ,
‘market price information as well as on the original purchase. price plus.
some margin, _but. in the existing "wholesale- mérkets_ sﬁcﬁ as those in |
Sara Buri; Ang Thong and Sing Buri,” merchants can set priéé by
thcniseives.' This means that wholesale market ifself has a pricing
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2)

3)

power rather than other traders, cven if it it not so strong as in the case

with consignment sale system of wholesale “market.
Settlement of - payment

Payment -is made by cash, ‘Three is no other method available in the

market, '-Bccause of this, business size of wholesaler scems to be

relatively - small,

Information system

Pric’cﬁ_'i'nf(_)'nnation- is ‘collected daily at Sara Buri, Sing Buri and Lop Buri

..Markéts by surveyors from Ministry of Commerce, then, disseminated

2 lhroﬁgh radio, .'T.V., newspaper and provincial - commercial offices.

Middlemen - is -another channél to disseminated price information.  They

.-are more popular, - easier and fasier than the government channcl. The

middiemen negotiate prices of agricultural products based upon their

own:: price: information sources which .come mainly from Bangkok.

Kinds ;o'f - information :such as market demand especially in other

" production arcas are not sufficiently provided by the public agencies.

4.4.4

D)

Only the middlemen can collect and give those information by means of

providing seeds, fertilizers, technics and specification of products.

Thus, existing market is not fully wlilized as a major source of market

information.

Operational Characieristics

‘Working hour

Although wholesale _and_-fetaile functions are. mixed in the UCR markets,

“their functions are clearly divided in the operating hours.

Wholesalé"market staris business in the evening sometime beiween
18:00 ‘and 24:00, Meanwhile, retail market starts sometime between 4:00

and 6:00 in the early morning.
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As for Sing Buri Market, there arc two. peaks: of opening- hours, which’
are carly morning and mght This means. that market works as a retail

market in thc mommg and as a wholesale market in the night,

Sarg Buri Markct however. has diffcrem charactensucs Wh]Ch
operatcs mamly from aftemoon to mid-night.- Because market has few
retailers, if is assumcd that Sara Buri ‘Market ‘serves (as a iplace ‘of

lransferrmg commodmcs to othcr wholesale markcts before - those

markets - start.

The closing ume of busmcss depends very much on slamng umc
‘Wholesale .ma_rkels close sc_amc_nme,bctween 5:00. and 800 -while -retail
markcté close 's'on':'e'timc between 16'00- and '18'00 Ianara ‘Buri Markets,
there are two peaks of closmg time which are 6:00 and -18: 00.  In Sing
Buri Market, ‘however, approximately : 21% of the supphers close -

business at 24:00.

Fig.4.19 shows operating hours: of wholesale and .retail. markets ‘in the
UCR. The commodities traded in a wholesale market at midnight are
transferred to retani markets to be sold in- the early morning.,  Operating .

~ hours show this arrangemcm clearly. .

start . : ' End
" 18:00~24:00 ' _ 4:00~6:00

Wholesale . i S
Harket . o Business

Truck coming

.. Commodities are trsnsferred\\\
- to retail markets

Retail
HKarket . }
 End .
*16:00~18:00
Sara Buri - fﬁ B :;__.{dﬂ' _.]

Commodities: go to other .
wholesale markets and’
retail" markets

'Fig, 419 Operation Hours
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- 2)

- 3)

. _R_em. fee

The managcmcnt of lfocal market is divided into pubhc and privatc.  Both

of them collect  rent fec from the suppliers and spend it partly for
prowdmg services., '

Amount of the rent fcc is not.different betwecen public and prwate, and

between wholesale .md retail market. Apprommately 70% of the -

supplmrs pay 1-5 baht per square meter- pcr day. - Ang Thong Market

._and_ retail ‘market lp_ Ayutthaya, Chai N_at and Ph;_a Phuttabat charge 4
higher rent fee. ~ Table 4.9 shows_the rent fee of the local markets in the
UCR: '

Payment of ih‘c-reht_ fee is made almost on "daily basis.’ Daily paymcni

accounts'for approxim_ately 80% of ._the all methods of paymem. -Monthly

__pay'ment - accounts - for approximaiely 11%. Table 4.10 shows the
frequency of"payiﬁg rent fee of local markets in the UCR. -

~Services provided in local markets

In the local markets of the UCR, owner or manager provides sore
services 10 the suppliers. According to the Table 4.11, electricity and
cleaning are available in the most of the markets in the UCR, though

some markets -charge cleaning extra-fee. on the suppliers. .
Even though water is not free in some markets, some suppliers obtain

water from ncarby areas because it is definitely necessary for them lo

use waier for cleaning commoditics.
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Table 4.11 . Services Provided in Local Markets

Market - Water Drainage Electricity Parking Cicaning
1) Huaro X X X X 0
‘2) 'Chao . Phrom o 0 o X 0
3) Tesaban.2 - 0 X 0 X 0
4) Wholcsale x X 0 X 0
_5) Tesaban X X X x X
. 6) Sing Buri X X X X 0
7) Tesaban . 0 o 0 X 0
8)  Wholesale - x X ‘o 0 0
9y Tcsaban : X X X x 0
10) Tha Khun . Nang 0 o 0 X 0
11y Khok Samrong 0 o 0 X 0
12) Sri Charoen X X 0 X X
13) Tesaban L 0 ) 0 X o
14) *Wholesale - -+~ x X 0 0 X
15) Nikhom Phuttabat = x X 0 0 S0

o - available

x - not available

Note: All data shown in 44 arc the results of Study Team Survey done in
“April, 1989 '
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5. PLANNING ISSUES AND STRATEGIES

5.1 Problems and Issues |

Problems and issues are discussed in this section in accordance with the role of

distribution and marketing at farmers and regional levels.

5.1.1 lIssues for Improving Distribution aﬁd Marketing System in Crder to
improve and Stabillze Farmers' Income '

With increasing cost of agricultural inputs and penetration of urban. _‘l_:i"_fc ,‘slyl'c,
farmers suffer from increased debt as well as from unstable and low income.
Unstability and low level of income arc caused mainly by price 'ﬂuctuati()n and
low value added of products. To tackle with this situation, Lountermcasurcs :
against price ‘fluctuation and low value added need to be pomted out as an |
issue. From the dlstrlbullon and marketing point of view, Improvemcm of post
harvest technology is emphasized in addition to agricultural development and
agro-processing. To this end, organizing farmers is importaht because
individeal farmers have limited capability. Farmers organizatioﬁ can
accumulate individual capabilities and a substantial volume of products, hence,

scale merit can be created.

A large volume of products bring about an opportunity to enable the
distribution processing, which are one of the viable sources of value added.
Scale merit brings about capability to employ many people for marketing and

other related activitics, and to own distribution facilities and trucks.

it is another aspect of scale merit thai response 1o the market demand can

casily be sharpen thrdug_h distribution processing and m:_irket information.
Effort of rcsponding' to the market demand will create entreprencurship in
the farmers' mind. In fact, agriculturdi development from now on depends

very much on farmers’ entreprenewship.
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To__this ‘eénd, provisien of secure mar'keling channel is a key issue ‘because the
farmers can not produce without selling.

5.1.2  Issues for Improving Distribution and Marketing System in Order to
Contribute to Reglonal Economles

If organizing farmers is understood to be an issue in the rural arcas,
providing sccure market system should a issuc in the urban arcas.

Strengthening  wholesale market is particularly imporiant,

Who!csale market has a key funciion distinct from retail market. It collects a
huge volume of commodities, divides them  into small lots for retailing and sets

price of the commodities. -

Al present, the UCR ‘characterized as a production place of agricultural’
products and industrial materials for the BMR has virtually no self-sustaining
cconomic: center in the UCR. In the meantime, urbanized life style has
remarkably been spread over its rural areas. Stable supply of commodities,
industrial materials, parts and agricultural products arc strongly requlred in

the f uture

To this end, distribution and marketing center function not only for
agricultural products but also for industrial products and consumer's producis

have to be fostered -through developing goods distribution facilities.

For agricultural devclopment, efficient distribution and marketing systems
help establish a product or place of reputation for special quality product with
famous "brand name,". This benefit encourages not only the farmers engaged

in such product or place but also the whole region.

5.1.3 Targets for Development

To tackle with these issues, the following four targets for improving

distribution and - marketing are set.
- Fostering farmers organizations for improving marketing  skills

- Developing local market system

- Developing goods distribution facilities
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Fostering distribution industrics 10 cncourage export of agricultural

products
5.2 Strategies
5.2.1 Background

Thailand maintains a p'oiicy of frec trade. This policy has becen a basis _:0f=. _
commercial aclivities as well as governmental roles in the national. cconomy..

Planning for distribution "and marketing should also be considcred under - this

national policy.

Enforccmcnl Iegulauons is not appropriate for the dcvclopmcm of
distribution, because rcal distribution activities are assumecd by the prlvalc
sector under the free trade policy. To achicve an efficient and economical
system, government policics __Sl1éllld concentrate their. stress on the creation of
a better environment of distribution activitics through the 'devclopmcht and

improvement of public facilities and instilutions.

Node function in which a variety of distribution activities interact intensively
should particularly be strengthened.  In this contexl, a greater emphasis nceds
to be given on the regional approach to the -development of distribution in .

addition to the national secloral approach.
5.2.2 Measures for Development

There are several important measurcs for developing distribution sector,

including the. followings;

- facilities development,

- system/institutional/organizational arrangement,
- governmeni auction,

- facilitating linkage with. other scctors,

- rtescarch and development,

- information provision, and -

-- marketing promotion.
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5.2.3 ﬁeiatit_ﬁ)nshlp"belween Targets and Measufeé for Development

Pilanning ri_s's'u,cs'-fOr developing  distribution sector are considered by the

measures as shown in Table 5.1

1)

2)

3)

4)

Fostering farmers' organization

Fostering farniers' organization aims at enabling farmers to get higher

returns from marketing activities as well as reducing farm expenditure.

" For these, strengthening marketing activities of agricultural

cocpér_aiivc is essential.  Agricultural coepera'tive coliccts products from

_farxﬁérs and'-'con_ducts quality cnmr'oi', grading, packaging shipping, all

‘of which “are enabled by scale merits,

Local market’ system ~development

Local ma'rke'l”system development aims at establishing central wholesale

markets in the local areas in order 1o respond to the increase in volume

"of distribution and the need for prompt and timely transactions. It also

coniributes to farmers' marketing by ensuring a stable sales channel.
For. these, facilities development, system/institutional/ organizational

arrangements and information provision are necessary.

. Developing goods distribution facilities

Goods distribution facilities help transportation to be cfficient and

streﬂ'gthén storage function. Facilities development will be a key

planning issue. At the same time, improvement in the system of

‘consignor and consignec of goods has to be considercd.

Fostering distribution industries

" Fostering ~ distribuiion industries aims at establishing linkages between

agriculture, agro-processing indusiries and distribution industries by
making ‘use of existing concentration -of expori-oriented agricultural
producis in the 'UCR. Distribution industrics are relatively new

activities such as packaging, processing, arranging lot-size, making up
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Table 5.1 Relatlonship between Targets and Measures :

_ Systamfinstitutional/

Government agtion . Linkage with .

Faciiies
development organizational othar sector
arangemont .
1. Fostering farmats organization Agro-products Grouping Contract faning

2. L ocal magkol system dovelopment .
3. Developing goods distribution facililies

. Fostering distribution industries

="

disiribution cenler

Central whaolesale
market system

Local market

Bistibution cenlet

Disliibution complex -

_ infrastructure and
wilitins

Regulatians on transaction
and lrading business

Provision of
truck terminal systam

Provision of land, Agrolprocessing,

R&D

intermation provision

Markeling promotion

-

. Fostering farmers erganizalicn
2. Local maeket syslem development
3 Developing goods distdbution facilities

4, Fostering dislribelion industies

Market inlormalion
system

Market information
center

Transprtation equipment

Packaging and
preservation mathad
quality centro!

Brand development
Production canter

the commoditics, and classification in accordance .with quality - and

standard.

Encouraging export of agricultural products alms at concentraling

export-oriented agricultural products - other than maize, tépioca- peliet

and rice. It aims at coliccting agricultural p_roducts in the UCR,

northern and northeastern regions. . It is also - envisaged- to - promote

agricultural diversification of the UCR. _This target also . provides sale

channcl of diversified products.

70

Packaging companies



6. PROJECTS AND PROGRAMS

6.1 Fostering Farmers' Organization
§.1.1 Development Concept

Strengthening  agricultural cooperative is the most important. “An
agricultural cooperative covers a whole Amphoe, so that services to cach
member have not been cfficient.  Sub-groups of the agricultural ‘cooperative,
which are to be organized on various backgrounds such as crop producing
group, waler uscr group, land consolidation group and village group, should

be set up as a minimum unit of activities of the agricultural cooperative.

Activilies of the agricultural coopcrative can be divided into four; credit
provision, procurement, marketing and farm guidance.  These aclivities are
{raditionally’ provided by middiemen as a Sset-menu and, ‘therefore, they have

to be provided together.
1) Credit provision

Credit provision has been - thc main objective of organizing cooperative
since the agricultural cooperative was introduced in Thailand. Most of
the cooperative members have participated in the agricultural
cooperative for getting loan.. With cost increase of agricultural inputs,
credils were required. However, source of capital is dependent fully on
BAAC's credit, and thus, the agricultural cooperative has not been able
to offer distinct advantage over other farmers groups. To facilitate
more flexible and easicr credit provision, sévings from cooperative
members have to be increased.  This could offer advantageous loan
conditions with -a consequence of higher motivation of farmers to

participate in agricultural cooperative.
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2)

3)

Procurcment =

Procurcmeni activities cover buying of a variety of agricultural inputs
and consumer goods and distributing them among cooperative members
at a prices lower than those on individual bﬁying. It is effective to
reducing farming as well a8 ‘household cxpenditurc. This. ‘sysiem has
increasingly been adopted by many agricultural cooperatives,. though
reduction of prices is not successful - becaiise the amount of the
agricultural inputs and consumer goods being sold is not adequate. It is,
therefore, recommended that changwat federation - of cooperatives buy-
them and distribute to each agricultural cooperatives in order to create

greater . scale  merit.
Marketing

Strengthening marketing  activities is a key clement of developing the
agricultural - cooperative because secure market channel is a basic
necessity for' production.  Agricultural cooperative collects products
from its members and gives value added through_ distribution
processing such as cleaning, grading and packaging.. To this end, both

hardware and software of marketing activities have 1o be improved..

As for the hardware, agricultural products distribution centers should
be developed, consisting of storage facilities, grading facilities and
packaging facilitics, With a bulk of products, bargaining power can be
created and keeping fair transaction is made possible. Through. the
agricultural products distribution centers, products with higher value
added are. ship to the merchants at the regional level,- wholesale

markets, agro business and even contract farming.

The agricultural products disiribution centers operaie at- the changwat
level in order to create such scale merits. - Changwat federation of.

cooperatives. manages the agricul'tural products distribution center - in
the changwat with financial and personnel - support from -each member

agricultural cooperative.

Another advantage of this system s _reduced transport cost and the

transport means made available for farmers, Each agricultural
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4)

6.4.2

1)

cooperative owas trucks for collecting the products and lfansporting
them to agricultural products distribution center.

As for the software, market information should easily be collected and
efficiently used.  Agricultural copperative.should have its own
marketing 'scgtion,- which - continuously collects market information and
makes decision of shipping based on such information. It can thus
create larger benefits from marketing by choosing - buyers and 'by
timely responding to market démand.

Fig. 6.1 shows proposed markecting activitics of the agricultural

cooperative  and the agricultural products distribution center.
Farm Guidance

Farm  guidance is, ai prescnt prov:ded by agncuilural extension officer.
However, inadequate number of extension officers has made farm
guidancc of limited use. For agricultural diversification and higher
productivily, farm guida_nce' is importani.  The agricultural cooperatives
should, therefore, provide farm guidahcc with support. of extension
offices. To this end, subgroup can be a target unit of farm guidance

because of common interest and situation under the subgroup.

Table 6.1 shows the recommended activities of lhe agricultural

coopcratwe.'nccessary facilities and related acnvmeslgroups
Project Description

Marketing activity based on location

In the UCR, agrlculture area is categorized roughly into 2 types; rice '
.producmg area and upland crops producing area. The rsice producing

area’ covcrs -Chai Nat, Smg Bun, Ang Thong and Ayutthaya, where
pmdumwuy of paddy is main prospect based on the well developed
irrigation system and the soil suitable for paddy. The upland crops
produung area COVErS Sara Buri, and Lop Buri, where crop

diversification and mtroducuon of livestock and fishery are mam

prospects. The agncultural cooperatives 4in the area of each type should
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Production

Agricultural 7 e »

Cgoperaﬁves Agricutlural
Products
Distribution center
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Changwat Federation of
Cooperalives
\ % J
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(choosing des

Local Markets

(Sara Buri,Ang Thong,
Sing Buri)

Agro-business
{Contract Farming)

Fig. 8.1 Concept of Marketing Activity of Agricultural Cooperative
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therefore have different emphasis in their marketing activity in

accordance with type of main producls.

(1)

Agricultural cooperative in the rice producing arca -

The agricultural cooperatives in the rice producing areas 'sh:ould
concentrate thecmselves on marketing because farmers in this
area will be dcpendcnt mainly on rice production in the future,
too. Rice marketing should be improved in technical aspects,
herce, strengthening storage funcuon, improving post

harvesting technologies are important,

Strengthening storage function

Althbugh cach agricultural cooperative has storage facilities, it
does not have. sufficient capacity due to the lack of sufficient
investment 'cabital. - To étrengthen storage function, (wo
recommendations are made; increasing the amount of saving
from members torexp’a‘.nd investrnent capacity of the agricultural
cooperative, and encouraging changwat federation of
cooperatives to own federation's storages. The changwat
federation of coop’cr'atives can supplement the shortage of

storage capacity of -agriculiural cooperatives.

Improving _post _harvesting technologies

To keep the rici: in good condition and to increase productivity,
post harvesting ‘technologies have to be improved. Priority tasks

are quality- cqntrdl and milling ratio.

‘Fig.6.2 shows marketing system of the agricultural cooperative

and changwai federation of cooperatives, To improve rice
distribution and marketing, rice distribution center is proposed,
where storage logether with post harvesting technolog:cs are

available at changwat level.
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Agrlcuhural Cooperative

BAAC
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Fann Guidance [

Saving -
: 4%&“ Assistance
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Marketing
{storage)

A

Extension Office

Changwa} Federation of Cooperatiyes %

Rice Distribution Centar

Procurement Storage
Post Harvesting Technotogy
Transport {Truck) '
Market Information

Mar_ke!s_

l Products

L

Wholesale Markets

Agro-businesses {Contract Farming)

Local/Regional

Merchants (Middlemen)

'Fig. 6.2 The Cancept of Rice Distribution Center
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(2)

Agricultural cooperatives in the upland crops producing arca

Agricultural cooperatives in the upland crops producmg arca
should concentrate themsclves on ‘the malkeung of upland CIOpS,
vegetables, [ruits and livesiock,  Among these crops, m_am_—, and
sugarcanc arc éf\sicr than . vegetable, fruils and. tivestock in
developing dlsmbulmn and m‘nkcung syslem A major 'portion
of farm incomec will still be dcrwcd from- cxport -oriented crops .
such as maize, sorghum and sugarcane. It is, therefore, still
important to improve distribution of maize, sorghum- and

sugarcane and to develop new markeling system for d:vc:saﬁcd

products.

Improving  disiribution of maize, sorghum and sugarcane

Thesc .crops are special in the “scnse that large agro~bu’siﬁcsscs
manage distribution, ploccssmg and cxportation.  Efficient
distribution channc! has been dcvclopcd due 1o iis dcvclopmcm
recently achicved in a shon period (_)f years. At plcsgm. most of
products. coI]écied in the UCR conceniraic on Tha Rua, where
many silos and warchouses of "agro busincsscs are located.
Because regional m.arkct of ﬂwsc.producis is not flexible, the
agricultural cooperatives have to scnd the products to lhesc
facilities at the Rua. It is, howevcr, casy lo improve dislnbuuon
of these products because targel outlet is clear.  The agrlcullural
cooperatives can concenlraic on improving e.fl”icicncy of their
transport and distribution processing aiming at .a limited target-

outiet.

To this cn-d,' distribution proccss'i'hg center is proposed. The
distribution processing conters -ar¢ 10 be developed under the -
changwat federation of cooperatives. . The centers have.facili_ties
for drying and cuumg producl«; in bu}k and transportation.
Space, proccssmg cqmpmcnt and trucks are rcqu:red Fig.6.3

shows an outlineg of the distribution processing center,
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Market Information '
: Products
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Agro-businesses (Siios, Warehouse Companies)

Local/Regional Merchants [Middlemen)

Fig. 6.3 The Concept of the Agricultural Processing Center
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Developing new._distribution and marketing _system _for

diversified products (hon major crops)

chrstfled crops (non major crops) such as vcgetables, fnuls
hvustock and dau*y products nced higher marketmg zcchmqucs
bécause thesc products have to be fast dlstrlbuted “Thus, an _
cfficxcnt distribution network nccds to bc achieved by fast
transporiation and secure-buycrs Th;s is - more nmpm*tanl than
;nprovmg storage funct:on It is dnfﬁcult for the. agrlcultural
cooperatwe ‘which has hmned expenencc in marketmg activity
and limited power . in market to estabhsh new markeung -channel.
Thus strohg assistance or support from market is necded As a
first siep to learning marketing lcchmqucs, jomt venture _
beiween - agricultural cooperative  and local merchant/middiemen

is realistic.

In this joint ventare, agricuimral Qooperative' should

concemréte its effort on the farm 'Quidan(_:e 10 produpe'high
guality products, ra;jidly c'ollect"thc .pro:ducts,- grade and package
them, -while pariner merchaﬁi should concentrate its effort in
marketing. In terms of facility, the agriculiural products
distribution’ center is proposed at the changwai level. Most
imporiant factor for this arrangement is 10 control the ﬁming' of
the farmers' shipping of various agricuitural products under the
production plan of whole members. Under the plan, stable
supply and quality should fosier ‘brand name df th.e 'produ_cts in
the markets. _.Fig.6.4 shows- an outline of the agribultural:products

disiribution ¢enter.
Responsible agencies

To implement these rccommenda_{ions,. agencies 1o be responsible should
include Depariment -of Cooperative'-Promotion, Departm'ent" of
Agricultu_ral Extension of Ministry of Agriculture and Cooperatives,
BAAC, Department of Internal ‘Trade and Depariment of Business

Economics of Ministry of Commerce.
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Fig. 6.4 The Concept of the Agricultural Products Distribution Center
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