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ABSTRACT

This study aimed to understand the production systems, costs, returns, and risks of small-
scale farmers in Chiang Mai Province in maize production under contract and non-contract
arrangements, and examine the factors determining the adoption of contract farming. The needed
data and information were collected by questionnaire interview with maize growers in Mae Chaem
and Phrao Districts of Chiang Mai Province in 2012/3 crop year covering 110 samples of contract
grower and 112 samples of non-contract grower, or 222 observations in total.

The study found that the contract maize growers entered the oral contract with middle agent
or partner of contract for the supply from the output buying company of loans in kind through the
provision of production inputs including seeds, fertilizers, pesticides, and herbicides and for selling
their maize outputs to the buying party at the ongoing market price. Meanwhile, the non-contract
maize growers were found to be on their own in procuring all production inputs and finding markets
for their outputs.

Both contract and non-contract maize growers were quite comparable in terms of farming
scale for having averagely 20 rai of maize growing area per household and using 2 — 3 farm labors
for the cultivation. The contract maize growers spent on the average 4,270 baht per rai for the

production cost while the non-contract maize growers invested averagely 3,761 baht per rai.



Apparently, both groups incurred the loss from their maize production. Statistically, at 0.05
significant level, there was no difference in either the cost of or the return to maize production
between contract and non-contract maize growers.

The results from risk analysis by calculating coefficient of variation revealed in the case of
contract farming system that the coefficients of variation of maize price, output, and income were
0.23, 0.14, and 0.36, respectively. From the analysis on probability of income earning, the expected
income of contract maize growers would be 4,275 baht per rai with the standard deviation value of
1,229 baht per rai and the coefficient of variation of income equal to 0.28, thus indicating a
moderate extent of variability. In the case of non-contract farming system, the coefficients of
variation of maize price, output, and income were found to be 0.27, 0.22 and 0.54, respectively
while the expected income would be 4,065 baht per rai with the standard deviation value of 1,333
baht per rai and the coefficient of variation of income equal to 0.32, thus also suggesting a moderate
extent of variability. Based on the loss probabilities, the contract maize growers would face greater
financial risk for having 58 % of loss probability compared with the non-contract maize growers
which had 52 % of loss probability.

The investigation on factors determining the adoption of contract farming in the present
context revealed that there were four explanatory variables at 0.01 statistically significant level
including maize production cost, the access to extension services or information regarding contract
farming, and whether or not the farmer had been involved in contract farming in the previous years.
At 0.05 statistically significant level, the experience of household head in maize production became
another determining factor for the adoption.  The remaining factors included in this investigation
appeared to have no effect on the farmers’ decision to adopt contract farming system on the

statistical ground.



