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Maize production under contract farming between Laos PDR and Thailand:

returns and benefits of farmers
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Abstract: Production of maize in Thailand and Lao PDR under the ACMECS-GMS strategic
framework has been both successful and problematic. However, contracted maize production
is a farming system that is still widely used in Lao PDR. It is commonly questioned whether
the contracted production system actually benefits the farmers. This study aims to analyze the
benefits of contracted maize production in the Lao PDR by surveying 211 cases in the northern
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region (Bokeo) and southern region (Champasak and Salavan). The analysis is based on two
main factors, consisting of 1) economic benefits, which will assess cost and return and compare
the benefits of contract-based maize production systems with the benefits of traditional crop
production and 2) welfare benefits, which considers changes that occur at household and
community levels for agriculturists and other persons involved. Assessment of economic benefits
revealed that maize production profits increased by 913.57 thousand Lao Kip (LAK) per hectare
during the dry season. However, farmers lose a lot of money during the rainy season, which
was consistent with losses in the southern region as labor costs are a key component of cost and
low average yield. Nonetheless, if farmers hired tractor services to help prepare land instead of
buying tractors, initial costs could be reduced. Another possible solution is to increase production
yield with support from contract partners. In addition, most farmers in both the north and the
south indicated that welfare benefits have remained the same in all areas when compared with
other crops. However, benefits are obvious as the economy of the communities have improved,
providing more options for farmers, including the option to work within the community instead
of relocating to seek other alternatives. In addition, those involved with the various processes of
production are assured of productivity.

Keywords: return and benefits, maize production, contract farming
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Table 1 Sample maize farmers under contract farming in Lao PDR

Region Province District Samples
Northern Bokao Huay Xai and Tonpheung 106
"""" Southern  Saravan  Laongamand Saravan 75
Champasack Bachiang 30
Total 211
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Table 2 Cost and return of maize production in the Lao PDR (production year 2011/12)
Northern''
ltem . Southern?
Rainy season Dry season

1. Yield (tons/hectare) 10.54 10.44 6.08

2. Price (thousand LAK/ton) 1,075.95 1,080.15 851.47

3. Total income (thousand LAK/hectare) 11,340.51 11,276.76 5,176.94

4. Variable costs (thousand LAK/hectare)
- Raw materials
- Labor costs (thousand LAK/hectare)

- Other production costs 19,716.29 (73.24)  1,138.92 (10.99 519.26 (8.49)
5. Fixed cost (thousand LAKtectare) 206266 (.66) _ 3828.35(36.94) 67419 (1103)
6. Total cost (thousand LAK/hectare) 26,920.46 10,363.19 6,112.54

- Costs paid in cash (thousand LAK/hectare) 25,983.17 8,881.17 3,253.51

- Costs not paid in cash 937.29 1,482.02 2,859.03
______ (thousand LAKheCtare)

7. Net return (cash) -14,642.66 2,395.59 1,923.43

8. Profit (3) - (6) -15,579.95 913.57 -935.61

10. Average planted area (hectares) 1.70 1.66 1.67

24,857.80 (92.34)
2,795.80 (10.39)
2,345.71 (8.71)

6,534.84 (63.06
3,049.58 (29.43
2,346.33 (22.64

= = = 2

5,438.35 (88.97)
842.26 (13.78)
4,076.83 (66.70)

Source: ' Somyana et al., 2012 and ? Chaovanapoonphol et al.,
! During the rainy season, equipment repair costs totaled approximately 18,600 thousand LAK/hectare.

Notes:

2012

Area preparation using a tractor cost 1,500 thousand LAK/hectare.
? Figures in brackets refer to the percentage of the total cost of production.
®1 Bahtis equal to 256.41 kip (exchange rate as of 2012).
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Table 3 Benefits received by farmers from contract-based maize production systems with original

crops or alternative crops

WAUINEAT 46 (6)

Return/Benefits

1. Production factors
1.1 Quality and quantity of production factors
1.2 Punctual receipt of production factors

2. Technology
2.1 Methods of maintenance and use in
production
2.2 Production management methods

3. Marketing
3.1 Cost of production
3.2 Price
- Price received
- Definite price
3.3 Approximate yield
- Yield per hectare
- Output quality
- Risks

4. Financing (loans)

Northern'

No difference (100.00)
No difference (100.00)

No difference (100.00)

No difference (100.00)

No difference (100.00)

No difference (100.00)
No difference (100.00)

No difference (100.00)
No difference (100.00)
No difference (100.00)

No difference (100.00)

Southern®

No difference (83.81)
No difference (89.52)

No difference (83.81)

No difference (88.57)

No difference (79.05)

No difference (80.00)
No difference (82.86)

No difference (87.62)
No difference (88.57)
No difference (88.57)

No difference (94.29)

Source: '
Notes:
(out of a total of 106)

1083-1094 (2561).

Somyana et al., 2012 and 2 Chaovanapoonphol et al., 2012
" Figures in brackets refer to the percentage of the 44 cases of farmers in the northern region

? Figures in brackets refer to the percentage of the farmers in the southern region, consisting of 105 cases
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Table 4 Welfare benefits from contracted maize production

Welfare benefit

Northern' Southern’

1. Change in living conditions at household and community level

1.1 Economic conditions of the community (living

conditions)

1.2 Community relations (e.g. increased interaction

between farmers)

1.3 Social activities (such as community fundraising,

charity events)

1.5 Decreased crime levels in the community

Improved (90.48)

No difference (52.38)

Improved (55.56) No difference (85.29)

2. Employment changes
2.1 Employment in the community

2.2 Options for alternative crops within the community

Improved (52.38) Improved (61.76)

No difference (63.49) Improved (58.82)

Source: ' Somyana et al., 2012 and * Chaovanapoonphol et al.,

Notes:

2012

" Figures in brackets refer to the percentage of the farmers in the northern region, consisting of 63 cases

? Figures in brackets refer to the percentage of the farmers in the southern region, consisting of 68 cases

naRARTAINLLBeUNNNI e e uiunns
ﬂ@ﬂwmumﬁmmumnummmeﬁwmwiu
wiuaug YANANT B NLNNTRUNLIGY (nAIns
476  dvfeudnliFuAinngrainuay
039 unsfuRudednuiTadunisuan LG
‘ﬁ/m:“’]ﬂ'aﬂLﬁ”ﬂauﬁ'ﬂ?ﬂ’\‘iﬁ@u:ﬂw@ﬁ (Table 3)

Sauay

2. UselanliBe@i@nnsuaInsHantIneg
L?{mﬁmﬂuivuuﬁuﬁﬁmmﬂ
u@ﬂmnﬂa‘ﬁmummeﬂmmam?
ﬂ@nmm‘iwmamam'ﬂm uuwuﬁmmmﬂu
atd.a1n  dnalififadsclamidadannislu
2 5eiu A seAunmmInsuazguTulug iy

Table 5 Welfare benefits for those involved in contracted maize production

Persons involved

Social benefits

1. Thai entrepreneurs and agricultural -
product processing industries

2. Thai government sectors and the Lao PDR -

Having a clear and distinct contract results in convenient
transportation, overcoming the need to smuggle the
goods.

There is a reliable mediator to help solve problems
between the traders and Lao farmers as there are
follow-up processes between the Thai government and
Lao PDR.

Improving living standards for farmers and increasing
national income.

Good relations between Thailand and the Lao PDR
due to cooperation between the two countries and the
promotion of agricultural production.
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