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Abstract

This research study aims to analyze the methodology to create price
stabilization for natural rubber by using the mechanism of rubber price
stabilization fund (RPSF). The study also includes the way to establish and
operate for domestic rubber price stabilization, particularly in view of farmers.
The complexity of natural rubber system in Thailand is highly concerned on
stability fund design. Rubber price stability fund have been designed to initiate
indirect effects to domestic rubber price stability. While concerning on excessive
market intervention, the fund should not represent another large burden to
government because of a huge volume on rubber trading. In Thailand, domestic
natural rubber price is directly linked to world market price and impacted from
rubber future market around the world, including other factors. The findings
indicate that RPSF should protect the low price risk by covering the cost of
production and reasonable profit. Moreover, the subsidy payment should be
carried on rubber prices fall situation only with an amount of 1,000 baht per Rai
for small farmers (hold area < 50 Rai and cover up to 30 Rai only) in order not to
place large burden to the government budget. When rubber price situation is
normal or high level, farmers have to deposit the money into his own account at
amount of 500 and 1,000 baht per Rai, respectively. All benefits will be
transferred to the farmers. They can withdraw all of the money, including interest
(at fixed rate), at the end of the project which is 5 years period. Entering fee of
the project has to be paid by farmer and government. However, to make a large
number of farmers’ involvement, government may subsidy partially at the first
year. Policy implications from this study guide the government 1) to initiate the
role and responsibility for farmer to deal with the price risk. 2) to think about
how to make benefit return to farmer at the rate greater than fixed deposit. 3) to

make the cost of fund management at a lower rate. Furthermore, the
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establishment of rubber fund for small farmers is a short term policy and
measure to stabilize the domestic price. Government need to initiate other
policies to enhance rubber price stabilization in a long-term together with several

measures in order to strengthen each other.
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