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Glutinous Rice of Thailand under ASEAN Economics Community (AEC)

Orawan Srisompun, Ph.D.
Mahasarakham University

E-mail : orawan.msu@gmail.com

Abstract

Glutinous rice is a local plant related to Thai people’s tradition and culture for long
period. In addition, it is also an important staple for food’s security of people in northern part
and northeast of Thailand. However, the increasing demands of glutinous rice from both Thai
and foreign people plus with government’s policy affect to rapid changing of glutinous rice’s
marketing and production situation. As a result, this research aims to collect and analyze macro
data on production situation, change in supply, and exportation of glutinous rice in ASEAN, as
well as to connect the obtained data with glutinous rice production in farm level and domestic
glutinous rice market adjustment for building knowledge base leading to policy innovation
promotion related to glutinous rice in order to provide Thailand the ultimate benefit from

market's dynamic and to be ready to support Thailand in engaging in AEC firmly.

To achieve the above objective, this research was started from analyzing and
synthesizing some papers and statistics related to glutinous rice’s production, marketing and
exportation in ASEAN. Subsequently, production data in farm level obtained from field survey in
important glutinous rice production sites from two provinces (i.e., Khon Kaen and Chiang Rai)
regarding production pattern, input factors utilization, cost and return structure, and effect of
government’s policy on glutinous rice production in farm level. For analyzing factors influencing
change in supply of glutinous rice, Thailand created an equation to respond to glutinous rice
supply by using cross-sectional data according to regional data connected to annual data.
Finally, it was the explanation of related person’s roles in glutinous rice market in all levels from
farmers to domestic and export markets by processing and analyzing data obtained from
interviewing merchants in glutinous rice market. This reflected glutinous rice marketing channel

and effect of government policy on domestic and export markets of glutinous rice.

From the study result of glutinous rice on farm level of Thailand, it was found that
farmers preferred planting glutinous rice in wet season with the planted area of 16.71 million
rais or 27.52% of all rice cultivated areas. Glutinous rice was able to be produced in the
approximate amount of 5.821 million tons per year. Currently, glutinous rice planted areas are

reducing continuously and glutinous rice production currently emphasizes on consumption in



household mainly and the remaining products will be sold. As a result, glutinous rice production
pattern is quite different from rice emphasizing on planting for selling. Consequently, labors
used in production emphasizes on machine for saving labors. On the other hand, for glutinous
rice, farmers prefer human labors in almost processes because of the demand on good quality
and least amount of contamination. Most farmers had average glutinous rice planted areas of
9.80 rais per household and glutinous rice was able to be produced in the approximate amount
of 4.925 tons per household. These products were kept for consumption in household for
29.72% calculated to be 164.64 kilograms per person per year. As a result, it was found that
farmers who planted glutinous rice obtained benefit from Paddy Pledge Project of Thai
government for only 22.5% of all farmers because most products were kept for consumption in
household therefore there were few amount of products for selling. = Consequently, some

farmers tended to change to plant jasmine rice providing them higher price.

For the result of study on domestic glutinous rice market, it was found that rice mill
played an important role of domestic glutinous rice pricing. Glutinous rice produced by farmers
would be distributed in 5 channels including Agricultural Cooperative and local merchants in the
largest amount followed by rice mill, middleman and central market. Currently, the distribution
channel of glutinous rice’s paddy is changed, i.e. formerly, local merchant was considered to be
the most important distribution channel of glutinous rice’s paddy. Over 60% of products were
distributed via this channel. However, Paddy Pledge Project and more convenient transportation
currently enable farmers to sell their products to rice mills directly. Moreover, rice mill also
played the role of collecting rice for Paddy Pledge Project of Thai government. Over one third of
rice yield were rice products under Paddy Pledge Project of Thai government. For glutinous
rice, the quantity of glutinous rice entered into the project were only 5.59% of all glutinous rice
yield while all glutinous rice would be processed by rice mill and distributed via four important
marketing channels including delivering to domestic wholesale sellers for 52.26% and 34.97%
of products would be delivered to distributors while 3.54% and 5.90% of products would be
distributed via modern trade and delivered to processing plants. Currently, several rice mills
adjust themselves to be the rice producer with their own trade names. In addition, some of them
turn to be the exporters; especially glutinous rice with important export market is quality
glutinous rice in Asia. Consequently, the process of business connection and exportation is not
as difficult as exporting jasmine rice to European Union or U.S.A. The remaining products from
household’s consumption would be utilized in Thailand for 86.67% while glutinous rice export

market was only 13.33%.



Then result of analysis on price relationship by using elasticities of price transmission
indicated that although the proportion of Thailand’s glutinous rice exportation in each year was
very small compared to all glutinous rice yield, glutinous rice’s price transmission in various
market levels (export market, wholesale market of Bangkok and regional level, and farm level)
had the corresponding adjustment direction. This exhibited that glutinous rice’s price adjustment
in wholesale level influenced on glutinous rice’s price adjustment in all market levels. In
addition, farmers were unable to price their own products while glutinous rice market structure
of Thailand in regional and wholesale level of Bangkok had competitive structure. Price
transmission in such markets was efficient showing that sellers in all levels or even farmers
would be beneficial from glutinous rice’s price adjustment while glutinous rice market in export
level had lower competitive structure than domestic market. As a result, persons who gained
the ultimate benefit from price adjustment were exporters. Good quality glutinous rice export
market was quite retained, i.e., Thai exporters were able to absorb marketing margin in high
quality glutinous rice market better than low quality glutinous rice market. This reflected that
Thai glutinous rice exporters were persons who price glutinous rice in high quality glutinous rice

market in export market.

For the result of studying on respond of glutinous rice supply, it was specified that
glutinous rice production would be affected by price adjustment of rice and government’s policy.
Government’s policy with defining on research for developing rice production technology and
irrigation system for several decades had strengthened modern rice varieties (MVs) more than
glutinous rice production. As a result, farmers had to adjust their glutinous rice planted areas to
be the planted areas for Mvs and jasmine rice for trading. Consequently, government’s Paddy
Pledge Project with the aim to upgrade the price of jasmine rice to be higher than glutinous rice
and the price of MVs to be in the same price with glutinous rice would reduce the planted areas
of glutinous rice as well as the glutinous rice supply in market. The effect of such phenomena
would be occurred in several dimensions and the lack of glutinous rice production would make
the price of domestic glutinous rice higher. This would effect to people with low income,
especially labors and landless farmers. Moreover, this would lead to the loss of good glutinous

rice ecotype’s diversity in the future as well.

Thailand is considered to be a country with the largest amount of glutinous rice planted
area in ASEAN followed by Lao People’s Democratic Republic (PDR) and Vietnam. Thailand’s
glutinous rice’s planted areas were larger than PDR for four times and larger than Vietnam for
eight times. ASEAN people preferred consuming soft and long glutinous rice grain, especially

RD6 glutinous rice imported from Thailand. For glutinous rice exportation, Thailand averagely



exported glutinous rice in the amount of 200,000 tons per year or 5% of all glutinous rice
products. In addition, over 50% of exported products were in ASEAN market and other markets
in Asia. The quantity of Thai glutinous rice exportation in each year was not certain because
Thailand relied on a few main markets. In addition, Thailand also had important competitors
who exported glutinous rice in lower price than Thailand, i.e., Vietham and Pakistan. As a
result, Paddy Pledge Project would not effect on glutinous rice market as much as general rice
or jasmine market. It was an indirect effect occurred by the increasing of domestic production
cost and uncertainty of glutinous rice supply in market leading to the reduction of competitive
ability. If we considered on production cost, it was found that Thailand’s glutinous rice
production cost was higher than our competitor on export market like Vietham and competitor
on planted areas like PRD. Thailand’s glutinous rice production cost was averagely 10
baht/kilogram while the production cost of PDR and Vietnam was only 5.66 and 4.30
baht/kilogram, respectively. However, the price of Thai glutinous rice exportation was higher
than Vietnam for 30-50% therefore Thai glutinous rice still possessed the share of global market
for over 95% due to good quality glutinous rice. This was considered to be the only strength of
Thailand compared to our competitors. However, the price of Thai glutinous rice exportation that
was gradually increasing and greatly higher than Vietnam contributing Thailand to lose one
proportion of glutinous rice’s market share in world market. In addition, Thailand may lose
glutinous rice market to PRD who was aiming to set the goal of good quality glutinous rice
exportation from 2013. Moreover, large glutinous rice importers in Asia (such as Korea, Japan
and Hongkong) may import glutinous rice from PRD and Vietnam because of cheaper price.
The mentioned study results led to important policy suggestion on Thai glutinous rice in the

following three dimensions:

1) Suggestion for developing Thai glutinous rice production in farm level —
Currently, Thai glutinous rice production cost is greatly higher than the past and higher than our
important competitors like Vietnam in twice. The important cause of this problem is the
excessive use of chemical fertilizer and the increasing of labor cost. As a result, Thailand
should perform these three major guidelines: emphasizing on making a measure to promote
Tailor Made Fertilizer Project continuously and seriously; research and development of efficient
machine replacing human labor; and reduction of labor cost and machine cost by sponsoring
agricultural machinery to farmers. Production cost reduction is not only the way to enhance
competitive capability of Thai glutinous rice export market; it is also the preparation to AEC in
2015 that Thailand has to reduce import tax of products from neighbor countries to be 0%. Low

production cost will be a wall preventing the flow of cheap glutinous rice from other countries.



Moreover, it is necessary to emphasize on providing assistance to small farmers who produce
rice for household’s consumption, especially farmers who plant glutinous rice. In addition, Paddy
Pledge Project in dry season should be cancelled as well and Thailand should emphasize on

sustainable development by promoting self-reliance.

2) Suggestion on supply and glutinous rice market's structure improvement — To
operate glutinous rice policy, it is necessary to emphasize on the importance of food security of
household by considering the effect on glutinous rice market and production caused by
government’s policy on other plants, especially competitive plants (e.g., rice). In addition, we
should emphasize on glutinous rice production development along with rice production
development in order to prevent the problem of rice’s demand and supply balance in the future.
Moreover, it is necessary to emphasize on strengthening competitive mechanism of local
glutinous rice market and improve the quality of glutinous rice in order to maintain the price of
glutinous rice in export market providing glutinous rice farmers the benefit from export price

increasing.

3) Suggestion for enhancing the competitive benchmarking in export market — It can
be achieved by expanding new market and reducing relying on major markets in few countries
as well as emphasize on quality improvement and conserve the uniqueness of Thai glutinous
rice and use genetic diversity of existing glutinous rice. As a result, it is an urgent issue that
Thai government has to focus on and they should terminate Price Intervention Measures
because the increasing of domestic glutinous rice price contributing Thailand to lose rice market

share to Vietnam and may loss some markets to PRD in the future.





