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Abstract: This study aimed to analyze marketing system and marginal marketing of smallholder
Para rubber plantation in Chiang Rai and Phayao provinces. The simple group consisted of 409
members of the office of welfare Fund for Para rubber plantation. Results of the study revealed that
most of the informants (83.23% ) sold Para rubber yields in the form of Para rubber lump and the
rest was fresh latex. The distribution channel of Para rubber lumps was through E-auction (51.08%)
and the rest was sold to peddlers and local middlemen (12.15 and 20.00%, respectively). In 2015,
Chiang Rai and Phayao provinces could produce 56,189 tons of Para rubber and it was sold through
E-auction for 25,001.75 tons and to various levels of middlemen (31,187.25 tons). It was found that
this E-auction had no marginal marketing whereas selling to middlemen had (262.78 millions baht).
The said marginal marketing raised from a deficit due to the price of Para rubber lumps was lower
than the production costs (95.46 millions baht or 86.69 percent of the net profits). The peddlers and
the local middlemen could get profits from the deficit for 36.54 and 58.93 millions baht,
respectively.

Keywords: Marketing system, marginal marketing, Para rubber, smallholder
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Table 2 Production cost and benefit of cup lump and latex

Category Cup lump of rubber latex
Baht/rai Baht/kg* Baht/rai Baht/kg***®@

1. Variable cost 5,161.25 21.24 5,701.57 23.46

1.1 Labor 2,353.00 9.68 2,893.32 1191

Crop caring 1,040.00 4.28 1,040.00 4.28
Harvested (slash) 1,313.00 5.40

Harvested (slash and rubber sheet) - - 1,853.32 7.63

1.2 Inputs and material costs 2,661.00 10.95 2,661.00 10.95

Fertilizer 1,029.50 4.24 1,029.50 4.24

Pesticides and herbicides 869.50 3.58 869.50 3.58

Energy and electric 226 0.93 226 0.93

Supply of agricultural equipment 493.25 2.03 493.25 2.03

Repair of agricultural equipment 42.75 0.18 42.75 0.18

1.3 Interest of loan 147.25 0.61 147.25 0.61

2. Fixed cost 1,348.95 5.55 1,348.95 555

Depreciation of equipment 294.5 1.21 294.5 1.21

Average cost before harvesting 1,049.45 4.32 1,049.45 4.32

Tax 5.00 0.02 5 0.02

3. Total cost 6,510.20 26.79 7,050.52 29.01

An average price 27.15%* 34.71

Net revenue 0.36 5.70

Note: * an average rubber yield of 243 kg/rai
** An average price of electronic auction

*** 3 |iters water of latex has the weight of latex of 0.9 kg.

@ 3 liters water of latex was produced the Unsmoked rubber sheet of 1 k.

51.08% Farmer groups »|  The electronic
auction
83.23%,, Cup lump of Rubber Based on th¢ winner
22.559%
12.15% Traveler’s merchant at village level
Farmers v 28.53%
L20.00% , Local assembler/District ﬂ
assembler or wholesaler 48.92%
> Latax Unsmoked rubber sheet
16.77%

Central Market in
Surat Thani/
Hat Yai

Central Market in

Rayong Province

Figure 1 Marketing channels of Para rubber in Chiang Rai and Phayao Provinces
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Table 3 Rubber yield in Chiang Rai and Phayao Provinces crop year 2015

Provinces Rubber yield
Cup lump of rubber Latex (ton) Latex was produced Total (ton)
(ton) Unsmoked rubber sheet(ton)*
Chiang Rai 38,242.52 7,705.48 8,561.64 45,948
Phayao 8,523.58 1,717.41 1,908.23 10,241
Total 46,766.10 9,422.89 10,469.87 56,189
Source:  Office of the Rubber Replanting Aid Fund Chiang Rai and Phayao Provinces, 2015

* 0.9 kg of latex was produced unsmoked rubber sheet of 1 kg

Table 4 Marginal marketing in Chiang Rai and Phayao Provinces

Market Quantity Marketing Marketing Profit Value of Total Total Profit of
channel (ton) Margin cost (Baht/ton) Marketing Marketing cost middleman
(Baht/ton)  (Baht/ton) Margin (Baht) (Baht) (Baht)
Cup lamp of rubber
- Travelers’ 5,682.08 6,790 1,500 5,290 38,581,323.20 8,523,120.00 30,058,203.20
merchant
- Local 9,353.22 10,310 1,750 8,560 96,431,698.20 16,368,135.00 80,063,563.20
assembler 1
- Local 5,682.08 3,650 1,750 1,900 20,739,592.00 9,943,640.00 10,795,952.00
assembler 2
- Latex-
Unsmoked
rubber sheet
- Local 10,469.87 17,550 4,000 13,550 183,746,218.50 41,879,480.00 141,866,738.50
assembler
Total 31,187.25 - - - 339,498,831.90 76,714,375.00 262,784,456.90

Table 5 The farmer loosed of production investment

Market channel Quantity Cost Price for Sale  Loosed of Production Total loosed
(ton) Production (Baht/ton) investment investment
(Baht/ton) (Baht/ton) (Baht)
Cup lamp of rubber
- Travelers’ merchant 5,682.08 26,790 20,360 6,430 36,535,774.40
- Local assembler 1 9,353.22 26,790 20,490 6,300 58,925,286.00
Total 15,035.30 - - 12,730 95,461,060.40
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Abstract:  This study aimed to analyze the marketing system and marketing margins of smallholder
Para rubber plantations in Chiang Rai and Phayao provinces. The main group consisted of 409 members
of the Office of Welfare Funds for Para rubber plantations. The results of the study revealed that most
of the informants (83.23%) sold Para rubber yields in the form of Para rubber lumps, while the
remainder was fresh latex. The distribution channel for Para rubber lumps was through E-auction
(51.08%) and the rest was sold to itinerant merchants and local middlemen (12.15 and 20.00%,
respectively). In 2015, Chiang Rai and Phayao provinces produced 56,189 tons of Para rubber, of which
25,001.75 tons was sold through E-auction and 31,187.25 tons to various levels of middlemen. It was
found that this E-auction had no marketing margins whereas selling to middlemen had 262.78 million
Baht. The said marketing margins produced a deficit because to the price of Para rubber lumps was
lower than the production costs, at 95.46 million Baht or 86.69 percent of the net profits. The itinerant
merchants and the local middlemen got profits from the deficit in the amounts of 36.54 and 58.93
million Baht, respectively.

Keywords: Marketing system, marketing margins, Para rubber, smallholder
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Introduction

This research is a follow-on from a
project to analyze marketing systems and
margins of small-scale Para rubber producers
in the upper North of Thailand, namely the
provinces of Chiang Mai, Lamphun, Lampang
and Mae Hong Son. The current research
conducted additional research in the area of
Chiang Rai and Phayao provinces. Small-scale
farmers are an important part of the Para
rubber producers in Thailand. In Thailand, the
size of Rubber plantations averages 1-5 rai per
household. In Malaysia, this average is 6-18 rai
per household, while in Indonesia there are 6-
25 rai per household (Srisompan and Srithongin,
2012) . Para rubber is a new cash crop in
northern Thailand, and the government had a
policy to support and promote Para rubber
planting in these areas in the period of 2003-
2006. The trees began producing latex in 2010.
In the first stages, production was low, and the
farmers usually sold their product as rubber
lumps. Rubber plantations were often located
far away, and farmers incurred high costs in
transporting the rubber to sell to middlemen.
Thus, even though Para was a new crop option
promoted by the government, farmers were
initially getting very small amounts of latex
from their tapping. At this time, farmers still
lacked knowledge of producing high-quality
rubber according to scientific methods. They

also lacked funds to purchase equipment to
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process the rubber into unsmoked rubber
sheets, thereby adding value to the product.
Moreover, there was still no facilities to store
the rubber sheets while farmers waited for
agreeable prices. The demand for disposable
income  differed among households.
Households with school-age children had a
high demand for cash income, so even if the
price was low, they often had to sell to obtain
cash to cover schooling costs. This is directly
related to farmers’ income as there is high
competition in the rubber industry. The
expansion of rubber planting in neighboring
countries such as Laos, Vietnam and Myanmar
has meant that Thailand is at a disadvantage,
because these countries have a land border
with China, which means that it is easier and
cheaper for them to transport their product to
market (Sompong and Sriwongkol, 2013). Therefore,
the object of the current research is to analyze
marketing systems and marketing margins for
Para rubber of small-holder farmers in Chiang
Rai and Phayao provinces. This will generate
understanding an understanding of the
structure of distribution channels, income and
expenditures.  Enhanced understanding of
farmers’ marketing margins will be useful in the
development of production plans and
distribution channels for Para rubber produced

by small-holder farmers in the future.
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Materials and Methods

This research chose farmer groups
registered with the Office of Welfare Funds for
Rubber Plantations of Chiang Rai and Phayao
provinces. The sample group was divided into
two levels, selecting 2 districts that have
farmers registered as Para rubber producers
and have the largest area of planting, to be the
representatives of each province. Farmers who
have already begun tapping were chosen. The
sample was randomized using the formula of
Yamane (1967), establishing a level of error in
sample selection of 95%. The sample group
consisted of a total of 409 people, and were
members of the Office of Welfare Funds for
Rubber Plantations. Data was collected using a
structured questionnaire to ask farmers about
the merchants and middlemen that purchase
the rubber of the sample group. This data was
processed according to the field data from
each area of production, where farmers
distributed their product in different forms
through merchants at each level. In this
research, we conducted interviews with 7
merchants, 4 of whom were from Chiang Rai
and 3 of whom were from Phayao. The
research was conducted in the period of
October 2015 to September 2016.

The analysis of capital costs and

compensation for production of rubber lumps

and rubber sheets, rubber marketing systems
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and market margins were analyzed in the
following way:

1. Marketing Margin (MM) =

Price (Pr) — Farm Price (Pf)

Retail

2. Value of Marketing Margin = Pr —
Pf multiplied by the amount of
product sold in the market

3. The general marketing margin

value was calculated as

n m
55 nn
i=1j=1
Where P is the price or value difference
at each level (Baht/unit)
X is the amount of product of
each type sold by farmers (kg)
i is the type or kind of rubber
product sold by farmers, andi =1, 2, 3, ..., n

j  isthe level of market for rubber

sale for each type, and j=1,2,3,..,n
Results

Farmers have an average of 8.65 rai of
Para rubber, of which 41.75% is planted within
the area of the Agricultural Land Reform Office.
There was 35.93% planted in land that had no
ownership documents. The most important
source of farmer funds for planting rubber is
credit from the Bank for Agriculture and
Agricultural Cooperatives and funds borrowed
from village funds, amounting to 32.04%. Annual
harvest of latex was 243 kg per rai in 2015. The

average prices for lump rubber and fresh latex
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were 27. 15 Baht and 35. 71 Baht per kg,
respectively.

1. Cost and benefit of Para rubber
production

Of the farmer sample group, 83.23%
produce rubber lumps, while the rest, amount
to 16.77% sell their rubber to local merchants
as fresh latex, who then process the latex into
unsmoked sheets. The number of farmers who
are able to produce a large amount of rubber
lumps because of abundant household labor
in the agriculture sector is low. They are
involved in

many of agricultural

types
production, and labor is pulled in many
directions to meet the various demands. Thus,
farmers deal in both lumps and fresh latex,
because they are able to obtain cash for
payment of household costs. They can also
access revolving funds.

The production cost of rubber lumps
averaged 6,510.20 Baht per rai, of which 79.28%
is variable costs and 20.72% is fixed costs. The
highest cost in production is labor, at 1,313.00
Baht per rai, or 20.17% of total costs. If analyzed
by costs per kg using an average harvest of 243
ke per rai, according to surveys in this research,
we find that the average production cost of a
rubber lump is 26.79 Baht per kg. Of this amount,
21.24 Baht is variable costs, while 5.55 Baht is
fixed costs, sold at 27.15 Baht per ke and a profit
of 0.36 Baht per kg. For rubber sold as fresh
latex, production costs average 7,050.52 Baht

per rai, which can be divided into 80.87% variable

343

costs and 19.13% fixed costs. Labor is still the
highest cost within this structure, at 26.29%),
similar to rubber lump production. Fresh latex
has a production cost of 2901 Baht per kg, and
is sold at 34.71 Baht per kg, yielding a profit of
5.70 Baht (Table 2).

2. Marketing systems and marketing
margins

The Para rubber markets of Chiang Rai
and Phayao provinces are not completely
competitive markets, but rather were found to
be oligopolies by this research. Rubber
products are bought in the market in two forms
- through merchants and middlemen that
purchase locally, and through electronic
bidding. The local buyers have power to set
prices and get relatively high profits because
competition is low and producers sell small
volumes. The relationship between buyers and
sellers is usually a personal one, where people
are familiar with each other. This makes it
difficult for new buyers come enter and
compete in the market. The details of the
marketing system are illustrated in Figure 1.

1) Rubber lumps are dealt in the
market through two channels. The first is
through merchants and middlemen that buy
locally. The second is through electronic
bidding. Sales by merchants and middlemen
can be divided further into two channels.

[tinerant merchants travel around

buying rubber lumps at the field or in the

villages on the once a week. Their share of
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rubber amounts to 12.15% of purchases in the
market. They buy at prices as much as 25%
below market prices. They will purchase
between 1,500-3,000 kg at a time, and then sell
on to middlemen in the area that give better
prices. Farmers that sell through this channel
are usually small-scale producers with small
area of land under plantation that is located
far from the community residential area. They
also have immediate needs for cash, so even
though they are aware that selling through this
channel will result in a loss, they still sell. In
2015, the average price in electronic bidding
was 27.15 Baht per kg, itinerant merchants bought
rubber at an average price of 20.36 Baht. The
marketing cost is 1.5 kg per kg, and in total the
full cost was 21.86 Baht, giving them a margin
of 5.29 Baht per ke.

The first type of middlemen
buying directly from farmers makes up 20% of
sales. Farmers transport their rubber to the sale
points. Here they will get prices that are higher

than those of the itinerant merchants, average
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13 Satang per kg more, giving an average sale
price of 20.49 Baht. The middlemen have
marketing costs in delivery of product to the
Rayong market of 1.75 Baht, for a total cost of
22.24 Baht. The Rayong market purchases 1 kg
at an average price of 30.80 Baht, which means
that the middlemen have a margin of 8.56
Baht.

The second type of middlemen
consists of the difference of purchasing from
itinerant merchants and selling at the Rayong
market. The rate is 12.15%, or the same as with
the itinerant merchants. They buy at 27.15 Baht
per kg, and have a per kg cost of 1.75 Baht.
Total cost amounts to 28.90 Baht and they sell
at the Rayong market for 30.80 Baht, for a
margin of 1.90 Baht.

In any case, the farmers’ production
cost for a kg of rubber lump is 26.79 Baht, but
they sell to itinerant merchants and middlemen
locally for 20.36 Baht and 20.49 Baht respectively,
meaning that they make a loss of 6.43 baht and
6.30 Baht per kg respectively.
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Table 1 Production cost and benefit of cup lump and latex
Category Cup lump of rubber latex
Baht/rai Baht/kg* Baht/rai  Baht/kg***®

1. Variable cost 5,161.25 21.24 5,701.57 23.46
1.1 Labor 2,353.00 9.68 2,893.32 11.91
Crop caring 1,040.00 4.28 1,040.00 4.28

Harvested (slash) 1,313.00 5.40
Harvested (slash and rubber sheet) - - 1,853.32 7.63
1.2 Inputs and material costs 2,661.00 10.95 2,661.00 10.95
Fertilizer 1,029.50 4.24 1,029.50 4.24
Pesticides and herbicides 869.50 3.58 869.50 3.58
Energy and electric 226 0.93 226 0.93
Supply of agricultural equipment 493.25 2.03 493.25 2.03
Repair of agricultural equipment 42.75 0.18 42.75 0.18
1.3 Interest of loan 147.25 0.61 147.25 0.61
2. Fixed cost 1,348.95 5.55 1,348.95 5.55
Depreciation of equipment 294.5 1.21 294.5 1.21
Average cost before harvesting 1,049.45 4.32 1,049.45 4.32
Tax 5.00 0.02 5 0.02
3. Total cost 6,510.20 26.79 7,050.52 29.01
Average price 27.15%* 34.71
Net revenue 0.36 5.70

Note: * Average rubber yield of 243v kg/rai

** Average price of electronic auction

*** 3 liters fresh latex has the weight of latex of 0.9 kg.

@ 3 liters fresh latex produced 1 kg of unsmoked rubber sheet.

$ 1 = 34 Baht, 1 Baht = 100 Satang
6.25 Rai = 1 Hectare
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51.0% Farmer groups »|  The electronic
auction
83.23%,, Cup lump of Rubber Based on th¢ winner
Central Market in
0,
22.5 Surat Thani/
12.15%—p| Traveler’s merchant at village level Hat Yai
i
Farmers l 28.53%
L 20.00% ,, Local assembler/District ~ f—0 Y 77.95% Central Market in
assembler or wholesaler 48.92% Rayong Province
> Latax > Unsmoked rubber sheet
16.77%

Figure 1 Marketing channels of Para rubber in Chiang Rai and Phayao Provinces

2) Sale of rubber through
electronic bidding comprises 51.08% of sales.
In Chiang Khong district and Thoeng district of
Chiang Rai province, bidding is held every other
week at a rotation. The bidding is done at the
Office of the Rubber Replanting Aid Fund
Chiang Khong district branch in Chiang Rai
province. The districts of Chiang Kham and Phu
Sang in Phayao province conduct their bidding
in the Office of the Rubber Replanting Aid Fund
of Phayao province. The Office determines the
auction schedule for each month, sending
notification of the schedule to merchants,
cooperatives and farmers groups involved in
Para rubber so they can prepare their product.
On the auction day, the cooperative or farmers
group informs the Office of the amount of
rubber that has been prepared. The office then

summarizes the total amount declared by the

groups to inform the buyers. After that, the
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buyers propose a price within the allocated
time. The winner of the bidding is the person
that offered the highest price. After the bidding
is closed, the sellers must deliver their product
within three days. Buyers pick up the rubber at
the designated point, and pay the transport
and loading costs, as well as the watchman fee
in the case that the shipment leaves the next
day. Normally, the transport costs for rubber
lump are 1-1.50 Baht per kg. Of the total
amount, 22.55% of the rubber is sent to the
markets at Surat Thani and Hat Yai, while
another 28.53% is sent to the Rayong market.
The benefits of selling rubber through the
electronic markets is that the product does not
pass through middlemen, so this method does
not have a marketing margin.

Regarding payment, cooperatives
and groups that have revolving funds available

will pay the farmers on the day of the auction.
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However, in most cases the cooperatives and
groups will wait for the purchasers to transfer
the money and then pay out to each of the
farmers on the next day, or in some groups
within  two or three days subsequently.
Payment is done in cash or transferred into
bank accounts. The payments are made by
accounting staff hired by the cooperative or
group, or in some cases the officers will do
these tasks and then get reimbursed with a
daily honorarium.

In any case, when rubber is sold
through the electronic marketing channels, the
cooperative or group will subtract a service fee
from the farmers, at the rate of 0.5-1.0% of the
sale price, each time. This money is used for
management costs, purchase of equipment
necessary for operations, such as computer.
The balance is then paid as dividends to
members at the end of the year, according to
the amount of rubber sold. Alternatively, the
payment is made according to the size of

equity held. This will be determined by the

agreements and conditions of operation for
each group or cooperative.

Fresh  latex purchased by
middlemen comprises 16.77% of the market.
Fresh latex is purchased by weight, for 34.71
Baht per kg, and is then processed into
unsmoked rubber sheets and sent to the
market at Rayong. Three kg of latex has a
rubber weight of 0.9 ke. If calculated as a cost
for the middlemen, this amounts to 31.23 Baht,
and can be processed into a 1 kg sheet. The
facility charge for processing latex into sheets
is 2.25 Baht per kg. The marketing and transport
costs are 1.75 Baht, and the full production
cost is 38.71 Baht. Merchants sell rubber sheets
at the destination of Rayong market for 52.26
Baht per kg, which means they make a profit of
13.55 Baht per kg.

3) Researching the value of the
marketing margin consists of analyzing the
difference between the price that the farmers

get for their rubber and the price that the

middlemen/ merchants sell at the destination

market.
Table 2 Rubber yield in Chiang Rai and Phayao Provinces crop year 2015
Rubber yield
Provinces Cup lump of rubber Latex Latex processed into unsmoked rubber Total
(ton) (ton) sheet(ton)* (ton)
Chiang Rai 38,242.52 7,705.48 8,561.64 45,948
Phayao 8,523.58 1,717.41 1,908.23 10,241
Total 46,766.10 9,422.89 10,469.87 56,189
Source:  Office of the Rubber Replanting Aid Fund Chiang Rai and Phayao Provinces, 2015

* 0.9 kg of latex produced 1 kg of unsmoked rubber sheet

347



An Analysis of Marketing System and Marketing Margins

of Smallholder Rubber Farms in Chiang Rai and Phayao Provinces

Table 3 Marginal marketing in Chiang Rai and Phayao Provinces
Market channel  Quantity Marketing ~ Mark Profit Value of Total Total Profit of
(ton) Margin eting  (Baht/ton) Marketing Marketing middleman
(Baht/ton)  cost Margin (Baht) cost (Baht) (Baht)
(Baht
/ton)
Cup lump of rubber
- Itinerant 5,682.08 6,790 1,500 5,290 38,581,323.20 8,523,120.00 30,058,203.20
merchant
- Local 9,353.22 10,310 1,750 8,560 96,431,698.20 16,368,135.00  80,063,563.20
assembler 1
- Local 5,682.08 3,650 1,750 1,900 20,739,592.00 9,943,640.00 10,795,952.00
assembler 2
- Latex-
Unsmoked
rubber sheet
- Local 10,469.87 17,550 4,000 13,550 183,746,218.50 41,879,430.00 141,866,738.50
assembler
Total 31,187.25 - - - 339,498,831.90 76,714,375.00 262,784,456.90
Table 4 Farmer loss of production investment
Market channel Quantity Cost Price for Loosed of Total loosed
(ton) Production Sale Production investment
(Baht/ton)  (Baht/ton) investment (Baht)
(Baht/ton)
Cup lamp of rubber
- ltinerant merchant 5,682.08 26,790 20,360 6,430 36,535,774.40
- Local assembler 1 9,353.22 26,790 20,490 6,300 58,925,286.00
Total 15,035.30 - - 12,730 95,461,060.40
3. Marketing margin of rubber lump amounting to 38,581,323.20 Baht. The marketing

1)
rubber production was 46,766.10 tons. Of this, the

In 2015, the total amount of

itinerant merchants purchased 5,682. 06 tons
(Table 3, Table 4), and had a marketing margin of
6,790 Baht per ton. The total marketing margin
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cost and profit were 8,523,120. 00 Baht and
30.058,203.20 Baht respectively.

2) The first group of middlemen
purchase directly from the farmers, in the

amount of 9,353.22 tons. They get a marketing
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margin of 10,310 Baht per ton, for a total value
of 96,431,698.20 Baht. This can be divided into
marketing costs and profits, of 16,368,135.00
Baht and 80,063,562.20 Baht respectively.

3) The second group of
middlemen purchase from itinerant merchants
and sell on to the destination markets. This
group purchases the same amount as the
itinerant merchants purchase from the farmers,
that is 5,682.08 tones. They get a marketing
margin of 3,650 Baht per ton, for a total value
of 20,739,592.00 Baht. This can be divided into
marketing costs and profits, of 9,943,640.00 Baht
and 10,795,952.00 Baht, respectively.

In any case, local merchants have
a marketing margin from both direct purchases
from farmers and purchases from itinerant
merchants. They purchase 15,035.30 tons and
get a profit from the marketing margin in total
amounting to 90,859,515.20 Baht.

4) In 2015, the weight of fresh
latex that was taken for processing into
unsmoked sheets amounted to 9,422.89 tons
of sheet (Table 3), or processed into unsmoked
sheets equivalent to 10,469.87 tons (Table 4).
There is a margin rate and value of 17,550
Baht per ton and 183,746,218.50 Baht, with
marketing costs and profits of 41,879,480.00
and 141,866,738.50 Baht.

5) The value of the marketing
margin is a combination of the marketing margin
for selling to itinerant merchants and merchants

through various channels. In 2015, Chiang Rai and
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Phayao provinces had a total amount of Para
rubber sales of 56,189 tons (Table 3), passing
through middlemen was 31,187.25 tons. The
value of the marketing margin was 339,831.90
Baht, which can be divided into marketing costs
and profits of the merchants in the amount of
76,714,375.00 and 262,784,456.90 Baht respectively
(Table 4).

In any case, the sale of lump rubber
alone gave profits of 110,121,766. 40 Baht for
middlemen and itinerant merchants. This profit
came from production losses of the farmers who
sell at prices that are lower than production cost,
equivalent to 95,461,060.40 Baht or 86.69% of
the total profit. Middlemen and itinerant
merchants profited from the losses of the

farmers in the amount of 36,535,774.40 Baht
and 58,925,286.00 Baht respectively (Table 5).

Discussion and Conclusion

Selling their rubber through the
electronic  bidding system gives farmers the
highest benefit for their product, because it is a
direct transaction between the farmers and the
winner of the bidding. Even with the surcharge to
the group or cooperative, this is just a small
amount that goes towards the running of the
organization, while the middlemen and itinerant
merchants buying locally obtain a profit from the
high marketing margins of lump rubber. One part
of this profit comes from the losses made by
the farmers. With falling prices in the economic

slump, the farmer’ s income shrinks as well



An Analysis of Marketing System and Marketing Margins

of Smallholder Rubber Farms in Chiang Rai and Phayao Provinces

(Keutkhao et al., 2014). With regards to the
production costs of lump rubber and non-
smoked sheets, and the marketing margins that
were researched, the cost were less than the
research of the (Office of Agricultural Economics,
2010; Phuangchompu and Pakdi, 2011), which
researched the trade in fresh latex in northeast
Thailand. Chaipoboon et al. (2014) analyzed
the costs and benefits of planting Para rubber
in Chiang Rai, while Sittisak and Maeka (2016)
found that while the structure of Para rubber
marketing of Chiang Rai and Phayao provinces
are still oligopolies, the competition is still
better than that observed by Sukkeua et al.
(2004) and Sittisak and Maeka (2016). This is
because through the electronic bidding system,
farmers can sell their products directly to the
winner of the bidding at the highest price. This
research found that this fact helped to reduce
the marketing margin, to a degree higher than
other previous research. In any case, the
marketing margins found in this research are
still quite high in value, so the involved
agencies should promote and provide
information to the farmers planting Para rubber
so that they will shift to joining groups to sell
their rubber through electronic bidding
systems. There should also be training and
promotion regarding the formation of groups to
process rubber into sheets to increase value,
raise income and increase quality of life for

farmers. Moreover, there should be promotion

of other planting activities, as suggested by
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Duanguppama et al. (2016), which recommended
that approaches to strengthening communities in
line with the philosophy of the sufficiency
economy should promote crop diversification as
appropriate in each agricultural setting. This
research also recommended promotion of group
establishment, with participatory management of
for the

those  groups, development of

production and marketing. For Para rubber
production, there should be development
funds to raise the capacity to invest and
increase channels to access funding for new
entrants (Ruenpitak, 2011). At the same time,
at the level of small- holder or small- scale
plantation, farmers should use household
labor for tapping and produce sheets on their
own (Piantong and Konching, 2012). They should
also set up emergency lending funds so that
farmers can borrow money during the period in
which they are waiting to sell their product, or
in special times when they need cash, such as
times of illness or when education expenses
are large. For farmers who have problems with
the legal right to produce on the land, the
government should have measures to
provide appropriate assistance. Kulpatraniran
and Kitchaprayun (2013) proposed that rubber
plantations that do not have land rights should
receive assistance so that production can be
made more efficient across the board. Thus,
any measure that is going to be of public

benefit should be implemented with the

participation of the state, private sector and
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farmers to ensure benefits for the
development of Para rubber production and

management in Thailand into the future.
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