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ABSTRACT

Potato is an important cash crop of northern Thailand. However, the international trade
policy has facilitated an increase in processing potato import every year. Under this circumstance,
potato producers might incur a loss in the future if they are not efficient. This study aims to 1)
understand the existing processing potato production systems and marketing, 2) analyze technical
efficiency of processing potato production under contract farming and non-contract farming in
northern Thailand and 3) analyze factors affecting inefficiency. The data were collected from 266
farmers by using questionnaires in three provinces during 2006/2007 crop year in different seasons
and geographic condition. This study collected data from farmers under contract farming in Lampang
Province (lowland), Tak Province (highland) both in dry seasons, and farmers under non-contract
farming in Chiang Mai province (lowland) in dry season, Tak province (highland) in rainy season.

The processing potatoes both under contract farming and non-contract farming in the three
were sold to three large companies through middlemen. In Tak, most middlemen about 65% were the
companies’ extension officers under contract farming while most middlemen in Lampang were
brokers. Farmers obtained potato seeds and advices from the companies or brokers and agreed to sell

outputs at predetermined prices. For non-contract farming potato production, the middlemen (brokers)



only collected products for selling to companies without any marketing arrangement. Farmers did not
obtained potato seeds and advices from the companies. Farmers in Chiang Mai had the most
experience because of previous experience in contract farming while farmers in Tak had the most
technical knowledge because of continuous advices provided by the companies. Farmers in Lampang
had relatively less both experience and technical knowledge in potato production. However, farmers
in the three provinces thought that the contract price was unreasonable. The production cost of
contract farming system had slightly higher than that of non-contract farming system. The result
showed that contract farming system had lower net return than non-contract farming because of lower
product price. Farmers under contract farming sold their products about 8 baht/kg in comparison to
10.33 baht/kg general market price due to high demand.

It was found that farmers in different production areas had different advantages statistically
level 0.01 in increasing processing potato yields. Potato production in Tak (contract farming, dry
season), Chiang Mai (non-contract farming, dry season) and Lampang (contract farming, dry season)
had higher yield than the remaining case of Tak potato production (non-contract farming, rainy
season) about 0.51, 0.44 and 0.21 times, respectively. Pesticide had highly significant negative impact
(0.05). It was shown that farmers used pesticide more for treatment rather than protection. Moreover,
amount of potato seeds, using manure or organic fertilizer or dolomite also had tenderness to increase
processing potato yields.

On factors affecting technical inefficiency of processing potato production, technical
knowledge level and education level of farmers had highly significant negative impact (0.05). by
reducing efficiency about 0.35% and 0.06%, respectively. Potato production had an economy of scale,
but the overly large production area, as in the case of potato production under contract farming in Tak,
might decrease technical efficiency.

In conclusion, processing potato production under contract farming could improve the
technical efficiency for new farmers. Farmers in place like Lampang, which had an average level of
technical efficiency higher than those in Tak and Chiang Mai Provinces statistically significant (0.93).
(at the low level of factors used). This was due to the fact that they received more extension advices
than farmers in other areas. However, farmers in Tak (under contract farming) and farmers in Chiang
Mai (previously, under contract farming) could also get higher technical efficiency than farmers in

Lampang at the higher level of chemical fertilizer used. Furthermore, 40% of farmers in this survey



had the ability to improve technical efficiency by 10%, and 18% of farmers also had the ability to

improve technical efficiency by 20% as far as the highest efficiency in this survey suggested.



