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Abstract

The Sub-Committee on Research Thailand-Laos called for a study on contract farming
(CF) between Thai enterprises and Lao growers. This research is expected to suggest improved
system that benefits small growers in Lao PRD.

This report is a synthesis of 5 cases of contract farming of 3 crops maize (in the North
and South) sugarcane (North and South) and cabbage in the South, which supplemented by the
findings from the Ubon Ratchathani-Champasack Sister City study. Apparently, cabbage
growers enjoyed a high profit second to the sugarcane growers in the North. For other cases,
on the average, CF incurred negative profits due to high cost of heavy maintenance for large
farm equipment or heavy cost of new land preparation, possible high charge on input prices and
inefficient management of the contractors. Besides, sugarcane and maize were new crops to
growers in the South and the commercialization of CF was found absolutely novel. Except
sugarcane in the South, however, production yields of all contract crops were higher than those
of Thailand and the world averages. The contract growers generally were satisfied with the CF
system. The growers revealed that CF provided local employment and strengthened social
relationship. Most of over 500 sampled grower respondents intend to continue production under
CF. The research suggests improved models, policy measures for the government sector and

management strategies for enterprises for the future contract farming development.
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(@) Centralized model: sugar cane

Small Large intermediaries Sugar

millina

1
L- —| Growers’ association, government |~ -

| Net revenue sharing (70:30), R&D |

(c) Intermediary and multipartite model

Financial support
for training

input

CF farmers’
group
Seed and

payment Written contract

output

Potato
processing

o ——

Extension officers as
coordinator and witness

(e) Partly Informal model

informal Processing

contract companies

10

(b) Nucleus estate: commodities
require high technology
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Source: Wiboonpongse and Sriboonchitta (1995), Shepherd (2001)
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