CAN CONTRACT FARMING OF CASSAVA
CONTRIBUTE TO AMELIORATION OF CLIMATE
CHANGE IN THAILAND?

SIROS TONGCHURE

B.Sc. (Agriculture), Kasetsart University, Thailand
M.A. (Agribusiness), Kasetsart University, Thailand

A thesis is submitted for the degree of Doctor Philosophy at
University of New England
Armidale NSW

March 2014



DECLARATION

I certify that the substance of this thesis has not already been submitted for any degree and is

not currently submitted for any other degree.

I certify that, to the best of my knowledge, any help received in preparing this thesis and all

sources used have been acknowledged.

i



ACKNOWLEDGEMENTS

First and foremost, I would like to express my deep gratitude to my principle supervisor,
Associate Professor Phil Simmons, for his academic advice and great patience in guiding me
throughout the preparation of the thesis. His knowledge and experience were invaluable to
the production of this study. I am especially thankful to my co-supervisor, Dr Nam Hoang.

His fruitful suggestions have been greatly appreciated.

I owe special appreciation to Christopher Clancy for providing editorial assistance whenever

it was required, up to the last minute.

I am thankful for the academic sponsorships I received from the University of New England
and my own university Chandrakasem Rajabhat University. My appreciation goes to the

UNE Business School graduate students and staff, and to the Thai community in Armidale. I
will never forget the support and encouragement of Techokunl, Ittidej, Mail, Supawadee and

Wanida'’s family. Their friendship has made my stay in Armidale memorable.

I cannot close this incomplete list of acknowledgements without expressing my greatest
thanks to my family: my lovely parents, Saiyon and Suphan, and my outstanding brother,
Sarach, and sister, Sirada. They have given me their unrestricted support and patience, and
unconditional love and understanding over the past three years. They mean far more to me

than I can express here and so, rather than fail in the attempt, I will just thank them.

Finally, I would like to thank the many people in Thailand who helped me during my field
trips there for research purposes. It is impossible to list them all here. [ hope someday 1 will

be able to express my thanks to them in person.

I wish to thank all those mentioned above for their assistance. Any errors or omissions

contained herein are my sole responsibility.

il



ABSTRACT

There are four main objectives for success in reducing the problems from climate change by
increasing the concern with a better understanding of more effective policies for sustainable

development of ethanol production by cassava as an alternative energy source in Thailand.

The first objective is to examine the agri-business systems of cassava production for
producing ethanol as an alternative energy source and to identify types of smallholders who
might decide to become involved in contract farming for cassava production. Participation in
contracts under agricultural cooperatives in cassava production is based on verbal agreement
between farmers and agricultural cooperatives and a written contractual agreement between
agricultural cooperatives and ethanol processors. Four categories of smallholders were

identified based on ownership of land and assets.

The second objective is to evaluate the factors affecting contract farming. Results of
examination using Linear Probability, Probit and Logit models showhuman capital, physical
assets, production costs, credit access and agricultural groups are important factors in
participation in contracts. Most wealthy smallholders face high transaction costs and hence
they are willing to participate in contracting. However, lower-income smallholders, who also
faced high transaction costs, were not interested in participation in contract farming. This
might be because most of them were older and had lower levels of education. Thus, they

might have difficulties adapting to contracting.

The third and fourth objectives are to evaluate the effects of contract participation on
outcomes. In terms of Propensity Score Matching method, contract farming can reduce the
total costs of cassava production and increase incomes, farm gross margins, and employment.
Contract farming is also a variable strongly and significantly influencing cassava incomes,
farm gross margins, and non-family labour using Instrumental Variables with 2SLS and OLS
estimates. However, contract farming is an important factor affecting lower cost of cassava
production using OLS estimate. The costs of cassava-based ethanol production could be
reduced by contract farming; thus, the price of gasohol is likely to be decreased and could be
competitive with fossil fuel. Hence, in the long-term, the existence of contracting may
exacerbate income inequality in rural areas and can be used as a strategy to improve the
standards of living when there is underemployment that often occurs in the transition from

subsistence to modern commercial farming.
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