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ABSTRACT

Rice is a main crop of Thailand and also is a staple food of Thai people for years. It is
also a main source of income of Thai farmers for over 3.7 million households. In 2009, Thai rice
export generated revenue by 30.8 percent of the value of the total agricultural export. However,
Thai rice production sector of both paddy and milled rice, and rice consumers have been
impacted by the common agreement of ASEAN member countries to bring down intra-regional
tariffs to zero percent by 2015. Therefore, it comes to this study namely “The Study of Survival
of Thai Rice in the ASEAN Economic Community (AEC)’. The study aims to 1) study and
compare potential between Thailand and Vietnam in terms of production, trade, and national
policies 2) analyze the factors which impact to income, usages of production inputs and land
use of Thai farmers, and 3) portray the facts that how the ASEAN Economic Community

impacts on Thai rice.

According to the study, Thailand lose her rice-export market share of white rice to
Vietnam, even other kinds of rice still maintain their big market shares. It is as of the result of
Thailand’s lack of rice policy focus while the government of Vietnam has. Vietnam rice trading
is solely run by the government through Vietham Food Association (VFA), a social organization
of enterprises operating in the field of production, processing and trading on food, agricultural
produces and other products processed from food, the VFA is the core responsible agency to
fix minimum export price (MEP) for rice. The MEP will be a price floor for Vietham rice
exporters to trade with foreign trade partners and this is a factor that enhances the

competitiveness of Vietnam rice export.

In addition, the government of Vietnam has allocated huge amount of budget on the
investments in rice research and development in order to improve their rice strains, and in the
infrastructure development projects in Mekong and Red River Deltas, the two biggest rice
growing areas of Vietnam. The one-team rice marketing leaded by the government in terms of
market search, therefore, the Vietnam’s rice export is a state to state trading which produces
greater rice export volume and value. But if considers on the potential of rice production, the
study found that Thailand has more potential in terms of the quality of rice grains, expertise of

farmers, infrastructure, milling technology, and transportation.
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Concerning the impacts on Thai farmers’ income, the use of rice production inputs and
land use of Thai farmers, the study found that as a result of the implementation of the reduction
of rice tariffs to zero percent, Thai rice production sector, the use of production inputs, rice
exports, and farmer’s income will benefit from such implementation. However, in fact, the
reduction of rice tariffs to zero percent has not been applied to all ASEAN members as
Indonesia, Malaysia and the Philippines, which are the major markets for Thai rice exports. The
tariff rates of these countries are high and it causes less interest of Thailand when compared
interests of Thailand and Vietnam from rice exports with the Philippines, Malaysia, Indonesia
and Singapore, the shared markets between Thailand and Vietnam. Moreover, Vietnam
currently holds the ASEAN milled rice market which makes Thailand having less opportunity to
get benefits from the tariff reduction as much as Vietnam. From the study of the proportion of
the impacts on each production sectors in Thailand, it was found that exporters will have the
greatest impacts in terms of both advantages and disadvantages as they directly relate to the
rice trade, following by rice mills and farmers for 50 percent, 40 percent and 10 percent

respectively.

The study also found that even Thai farmers have a minimal impact on their paddy rice
and income due to the government subsidized policy. However, such policy is also considered
a double-edged sword because it is a market intervention which will be flaws for corruptions. In
addition, it does not motivate Thai farmers to develop their rice cultivation to provide high
quality rice with high rice yield per rai or to concern about how to reduce their cost. Therefore, it
is necessary to have rapid polices in order to develop the rice system of Thailand as a whole

as follows:

(1)  Policy on the enhancement of the production capabilities of Thai farmers
Seriously encourage farmers to reduce the cost of rice cultivation by launching
campaigns of the use of organic fertilizer instead of chemical fertilizer. Invest in the research
and development of rice stains which produce high yield, and support the sustainable

management of Thai farmers’ income.

(2) Policy on the promotion of marketing potentials
Increase more channels to distribute and publicize rice information of other ASEAN
countries, for example, the progress of the agreement, provide a situation analysis and rice-

trading trends in the ASEAN market, and ASEAN countries’ rice policy, etc. This policy aims to
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enhance the recognition and understanding about the rice situations in the ASEAN market for
Thai farmers, rice mill owners and exporters thoroughly and consistently. On the one hand, the
policy also focuses on rice exports strengthening and marketing in both the existing markets
and the new markets. The development of rice stains in order to produce to meet the market
demands is needed including the more promotion on the unique of Thai rice. Lastly, there

should be the permanent exhibition of Thai rice in the ASEAN countries.

(3) Policy on Capacity Building of the Thai rice system
Integrate farmers, rice mill owners, exporters and representatives from relevant
government agencies together in order to establish an independent organization that oversees
the harmonization of the entire Thai rice system at all levels — rice production, rice processing

and exports.



