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ABSTRACT

This study has three main objectives : 1) to study the government intervention pattern
and measures of onion market in Chiang Mai between the cropping year’s of 1991 to 1998, 2) to
evaluate the effects and the effectiveness of these market intervention measures, and 3) to assess
problems resulted from such intervention and possible approaches to solve them.,

The data used in this study were both secondary and primary, Secondary data were
obtained from related government agencies involved in market intervention. Primary data were
obtained from interviews those individuals who were directly involved in the intervention. A
total of 186 farmers in Chiang Mai, 10 onion traders/ middlemen and five exporters were
mterviewed.

Two forms of intervention were found. The first was in the form of revolving fund
with no interest earmarked to agencies concerned to be used to buy onion at the price pre-
determined by the government. The amount should be paid back after the intervention was

completed. The second form was to grant free financial assistance to agencies concerned — onion



growers’ cooperatives/ exporters to buy onion at the price and quantity pre-determined by the
government,

These intervention measures did lead to higher prices of onion for farmers. It provided
incentives for most farmers (81 per cent) to continue growing onion with no cut in area planted.
Sixty per cent of traders/collectors and all exporters thought that they were affected by the
intervention because it had made market forecasting more difficult.

Eventhough the farmers got higher prices for their produce but the agencies concerned
i.e. the cooperatives and Public Warehouse Organization lost a lot of money. The intervention
was therefore not cost effective and could be regarded as only partially successful.

It was found that the delay of intervention time in some years and the inefficiency of
intervening agencies were major problems causing ineffective market intervention and the loss of
government budget. The intervention was inappropriate as it was used to correct the outcome and
not the cause of the problem. Measures should be focussed on the following approaches : (1} For
the short run, reduction of planted areas so supply is in line with demand and farmers should be
encouraged to grow other cash crops in place of onion; (2) For the long run, farmers should be
encouraged to reduce their risks by selling their produce in Agricultural Futures Market of
Thailand; (3) Expansion of outlets for onion both domestic and abroad. For domestic market,
cooperation among agencies concerned should be strengthened. As for export other markets
should be sought in order to reduce dependency on Japanese market and therefore avoid
fluctuations in demand overseas; (4) If in some years when intervention is necessary, it should be
carried out through non-government agencies where the efficiency is far better than the farmer

institution or government organization such as Public Warchouse Organization.



