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Abstract

The impact of World Trade Organization Agreement effects on Thai Dairy cow Farmer

The diary cow farming is a Thai essential economic activity involving more than 22,000
farms around the country and the government, in addition, is currently promoting Thai people to
consume cow milk. This policy increases the domestic milk demand, leading to a shortage of milk
supply. Therefore, the diary cow farming can create a job and give an opportunity for Thai farmers
to generate more income. However, an excessive supply and a decline of raw milk price are the
critical issues on the producer side. These problems were triggered from Thai government itself on
the grounds that Thailand was committed to WTO agreement to ease the impact of skim milk
powder and the cabinet unanimously approved to expand import quota, leading to the fact that Thai
manufacturers will get benefit from a cheaper source of raw material, but not consumers who will
purchase milk with an inferior quality.

This research constructed the econometric model both of demand and supply equations to
calculate the impact of market access by comparing the number of import quota approved by the
cabinet and those of WTO commitment. The empirical evidence indicates that if import quota on
WTO commitment in 1995 was pursued, the farmers would earn at least baht 400.23 million in total
from an increase in raw milk price of 6.9% (from baht 7.96 to baht 8.57 per kilogram), or the total
value of baht 210 millions, and from the output effect derived from farmer incentive to expand their
production to 13,996 tons, or the total value of baht 119.96 millions. Furthermore, Thailand could
reduce the number of imported skim milk powder, leading to an advantage of baht 70.27 million.

On the other hand, using the real scenario related to the approval of the cabinet, the
empirical evidence insists that the farmers lost income and were obstructed to create the job. The
government enable the milk processors to get a benefit of baht 225 millions from a reduction of
production cost by purchasing cheaper imported skim milk powder instead of domestic raw milk.
When these two scenarios are compared, milk processors get the benefit less than what farmers
should obtain if WTO agreement was achieved. In addition, the consumer will receive lower
nutritious milk produced from skim milk powder. Therefore, the government who act as a

representative of Thai people are trying to harm the social welfare.
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When we consider the impact of the year 2000 between imported skim milk powder quota
under cabinet approving and WTO commitment, they are not different significantly. This is because
the quantities of import quota under these two conditions are not different. However, the results
indicate that if the market access is opened under the WTO commitment only, the country as a
whole will benefit from this.

Nevertheless, this research found out that the developed countries prefer to consume fresh
milk and butter. So they produce a lot of butter and obtain more by-products and one of them is
skim milk powder. Skim milk powder is less consumed because of its low nutrition. From this
reason, they must support the export of skim milk powder to developing countries. In addition, we
also found that prices of skim milk powder are lower than the cost of production. It indicates the
dumping of skim milk powder, which violates the antidumping countervailing duty agreement
under the WTO. By this mean, Thailand can countervail these exporting countries for dumping.

The research also found out another interesting issue that the producer price of cow milk of
Thailand is lower than several countries across of the world except of Australia and New Zealand.
It implies that Thailand has competitiveness for producing cow milk. Thailand, therefore, has an
opportunity to promote the production of cow milk responding to an excess domestic demand.
Consequently, this will create jobs and generate income.

The result can lead to the suggestions to the government regarding the Thai cow milk
policy as follows. First, the market access should be restricted on the WTO commitment. Second,
the government should promote new farmers to enter this sector and/or old farmers to expand the
production of cow milk. Next, the government should support input factors such as modern
technology, low interest rate credit, artificial insemination. The government should let the public to
have information on different raw materials and different qualities of milk production. The
government should also regulate and enforce the business to label the details of raw material.
Finally, the government should regularly inspect the quality of products in accordance with the

label.
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ﬁWWHM 9.19 1.02 8.38 0.78 14.26 0.96 106.84 | 4.86

Tuiise 5,762 413.28 4,111 226.56 7,480 530.85 1,186 1,098.73

UNRIANTILY 52,053 | 5,541.35 | 51,078 | 4,302.23 | 52,938 | 4,069.55 | 38,594 | 3,630.01

UNFVIANUIUY | 53,041 | 4,073.96 | 56,036 | 3,313.96 | 53,024 |3,661.54 | 58,823 | 5,824.16

HWNUY 16,760 | 477.18 23,460 | 573.43 33,680 | 753.78 37,970 | 1,104.41
Y 10,630 | 920.66 11,040 | 834.87 12,620 | 819.13 12,220 | 899.73
ATEIGR 1,314 176.73 1,381 168.65 1,666 181.79 2,543 311.23
37U 11,604.18 9,420.48 10,017.6 12,873.13
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POMINTIAY 22,161 | 1,367.37 | 18,371 | 1,209.28 | 20,364 2,046.43 | 100.49

iduaud 4,578 | 267.74 5,300 | 377.37 | 13,350 1,310.72 | 98.18

%N 2,530 | 164.02 | 4,001 |327.93 | 6,388 630.92 | 98.77

Tduaud 1,150 | 66.34 555 45.29 4,286 387.14 | 90.33
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Countries 1990 1999 Farm Price
EU 920.9 750.0 11.7
Denmark 32.6 25.0 12.41
Germany 290.8 2994 11.49
Netherlands 164.7 82.0 11.53
UK 103.7 40.0 10.7
Australia 97.1 237.9 6.88
New Zealand 153.3 165.0 6.26
Canada 42.5 40.7 13.22
USA 7.7 110.8 12.0

ﬁm : World Dairy Situation 2000
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Waaaaaudoyniu Augsguuaseyla | USum
U | 5ina | mgamas | migaming | U5ma | mdlganing | tiudhed
(A1) Tulainn % | wenlaann %| (Au) % G

2538 | 45,000 20 237.6 55,000 5 79,919
2539 | 46,111.11 20 235.2 88,000 5 67,174
2540 | 47,222.22 20 232.8 88,000 5 70,990
2541 | 48,333.33 20 230.4 78,000 5 53,041
2542 | 49,444.44 20 228.0 50,600 5 56,036
2543 | 50,555.56 20 225.6 50,600 5 53,024
2544 | 51,666.67 20 2233 65,000 5 58,823

2545\ 52,777.78 20 220.8 73,000 5 n.a

2546 | 53,888.89 20 218.4 n.a. n.a n.a

2547 | 55,000 20 216.0 n.a. n.a n.a
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2538 25000 21,782.6|  8,217.4 - - - 55,000
(45.5%)  (39.6%)|  (14.9%) (100%)
2539 35200 32,700 14,415 5,685 - - 88,000
40%) | (37.2%)|  (16.4%)|  (6.4%) (100%)
2540 32,800 | 34,800 14,700 5,700 - - 88,000
(373%)|  (39.6%)| (16.7%)|  (6.4%) (100%)
2541 27295| 31,740 14,250 5,320 - - 78,000
(35%) 40.7) | (183%)|  (6.8%) (100.8%)’
2542 11,400 25,300 12,300 1,600 - - 50,600
(22.5%) (50%) (24.3%) (3.2%) (100%)
2543 11,400 25,300 12,300 1,600 - - 50,600
(22.5%) (50%) (34.3%) (3.2%) (100%)
2544 9,833 17,183 16,430 1,200 10,350 - 65,000
(15.1%)]  (26.4%)| (253%)| (1.8%)| (1.6%) (84.6%)"
2545 3330 17,700 14,620 1,200 | 27,700 3380 | 55000
(13.5%) (32.2%) (26.6%) (2.2%) (50.4% (6.1%) (100%)
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Methodology and Empirical Results
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BREUSCH-PAGAN LM TEST FOR DIAGONAL COVARIANCE MATRIX
CHI-SQUARE = 2.6335 WITH 1 DEGREES OF FREEDOM

LOG OF DETERMINANT OF SIGMA= 39.507
LOG OF LIKELIHOOD FUNCTION = -225.913
SYSTEM R-SQUARE = 0.9805 ... CHI-SQUARE = 39.355 WITH 7 D.
VARIABLE COEFFICIENT ST .ERROR T-RATIO

PR -3470.9 12553. -0.27649

INC 11.683 4.5203 2.5846

POP 28215. 20773. 1.3583

PF 22146. 12402. 1.7857

ER -126.96 1576.7 -0.80522E-01

CP 0.80542 0.31701 2.5407

YI 28274. 11920. 2.3719
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EQUATION 1 OF 2 EQUATIONS

DEPENDENT VARIABLE = MD 10 OBSERVATIONS
R-SQUARE = 0.8768
VARIANCE OF THE ESTIMATE-SIGMA**2 = 0.11578E+10
STANDARD ERROR OF THE ESTIMATE-SIGMA =  34026.
SUM OF SQUARED ERRORS-SSE= 0.11578E+11
MEAN OF DEPENDENT VARIABLE = 0.52937E+06
LOG OF THE LIKELIHOOD FUNCTION = -222.220
ASYMPTOTIC

VARIABLE ESTIMATED STANDARD T-RATIO PARTIAL STANDARDIZED ELASTICIT

NAME COEFFICIENT ERROR  -——-—-—-- P-VALUE CORR. COEFFICIENT AT MEAN
PR -3470.9 0.1255E+05 -0.2765 0.782-0.112 -0.0932 -0.1886
INC 11.683 4.520 2.585 0.010 0.726 0.7565 0.9828
POP 28215. 0.2077E+05 1.358 0.174 0.485 0.3152 3.2257
CONSTANT -0.15987E+07 0.1059E+07 -1.509 0.131-0.525 0.0000 -3.0200
DURBIN-WATSON = 0.9414 VON NEUMANN RATIO = 1.0460 RHO = 0.51449
RESIDUAL SUM = 0.13970E-08 RESIDUAL VARIANCE = 0.11578E+10

SUM OF ABSOLUTE ERRORS= 0.29459E+06
R-SQUARE BETWEEN OBSERVED AND PREDICTED = 0.8770
RUNS TEST: 4 RUNS, 5 POS, 0 ZERO, 5 NEG NORMAL STATISTIC = -1.3416

EQUATION 2 OF 2 EQUATIONS

DEPENDENT VARIABLE = MS 10 OBSERVATIONS

R-SQUARE = 0.9802
VARIANCE OF THE ESTIMATE-SIGMA**2 = 0.20350E+09
STANDARD ERROR OF THE ESTIMATE-SIGMA = 14265.
SUM OF SQUARED ERRORS-SSE= 0.20350E+10
MEAN OF DEPENDENT VARIABLE = 0.39436E+06
LOG OF THE LIKELIHOOD FUNCTION = -222.220

ASYMPTOTIC

VARIABLE ESTIMATED STANDARD T-RATIO PARTIAL STANDARDIZED ELASTICI

NAME COEFFICIENT ERROR  —-===———- P-VALUE CORR. COEFFICIENT AT MEAN
PF 22146. 0.1240E+05 1.786 0.074 0.624 0.3241 0.5255
ER -126.96 1577. -0.8052E-01 0.936-0.036 -0.0094 -0.0104
CPp 0.80542 0.3170 2.541 0.011 0.751 0.4306 0.6204
YI 28274. 0.1192E+05 2.372 0.018 0.728 0.2565 0.6141
CONSTANT -0.29563E+06 0.5303E+05 -5.575 0.000-0.928 0.0000 -0.7497
DURBIN-WATSON = 1.1017 VON NEUMANN RATIO = 1.2241 RHO = 0.43054
RESIDUAL SUM = 0.23283E-09 RESIDUAL VARIANCE = 0.20350E+09

SUM OF ABSOLUTE ERRORS= 0.12192E+06
R-SQUARE BETWEEN OBSERVED AND PREDICTED = 0.9803
RUNS TEST: 4 RUNS, 5 POS, 0 ZERO, 5 NEG NORMAL STATISTIC = -1.3416
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