Cabinet approves national rice policy committee
· Published: 6/09/2011 

The cabinet has approved the formation of a national rice policy committee as proposed by the Ministry of Commerce, Commerce Minister Kittiratt Na-Ranong said on Tuesday.
Deputy Prime Minister and Commerce Minister Kittiratt Na-Ranong
Prime Minister Yingluck Shinawatra will chair the panel, with other members drawn from relevant offices, Mr Kittiratt said.

The first meeting of this committee would be this week to discuss the rice mortgage scheme scheduled to start on Oct 7.

He said any resolution on the rice price pledging programme would be tabled for consideration and approval by the cabinet meeting next Tuesday, Sept 13.

Meanwhile, Democrat list MP Kiat Sitthi-amorn said the government’s rice price pledging programme has a high risk factor and could cause as much as 500 billion baht in fiscal damage.

Mr Kiat said under the rice mortgage scheme, the government would have to stockpile a large amount of rice because its price on the world market would be below the mortgage price.

The opposition MP said he had pointed out this risk when he debated the rice pledging policy after Prime Minister Yingluck Shinawatra had delivered government's policy statement to parliament.

He said a previous government had spent more than 100 billion baht implementing the rice pledging programmed in 2005 and 2006 and the lost 19 billion baht as a result.

He warned that the rice mortgage scheme interferes in rice prices, in contravention to the regulations of the World Trade Organisation. The country was therefore at risk of counter-attack trade measures by the international community.

When an economist at the Thailand Development Research Institute (TDRI) showed good will in warning the government about the risk, the government failed to listen and instead attacked the academic, he said.

Mr Kiat said the rice pledging programme could cause damage of 400 billion baht to 500 billion baht to the state-owned banks involved, including the Bank for Agriculture and Agricultural Cooperatives.

He called on the government to make it clear to the general public how it would avoid this possible risk and damage.

The government should also give assurances that the rice mortgage scheme would not cause damage to farmers, that Thai consumers would not have to pay more for rice as a consequence, that the government would not lose several hundred billion baht and that Thailand would not violate the WTO’s rules, he said.

TDRI economist Ammar Siamwalla on Sunday warned the government would lose tens of billions of taxpayers’ money annually if it implements the planned scheme.

Mr Ammar said the high prices promised under the scheme would encourage farmers to increase their crops, resulting in a vicious cycle where the government would have to spend an unlimited amount of taxpayer money to keep rice prices at the promised levels.

He dismissed as impractical plans to coordinate with Vietnam and other regional rice exporters to push global prices higher
Rice hoarding soars ahead of pledge plan
CP chief says the days of cheap rice are over 
· Published: 6/09/2011 at 12:00 AM 
PHUKET : The rice-pledging plan has led to widespread hoarding, with an estimated 3 million tonnes of rice having been stockpiled in recent weeks to gain from higher prices offered by the plan.
All parties _ exporters, traders, millers _ have stocked up and expect prices to rise when the mortgage plan begins next month, said Sumeth Laomoraphorn, the chief executive of CP Intertrade Co, a rice unit of CP Group.
While some portion of the rice might be kept as regular business inventory, operators will definitely benefit as the launch of the pledging plan on Oct 7 drives up rice prices by at least 30%.
The plan, which will pay 15,000 baht per tonne for paddy rice and 20,000 baht per tonne for Hom Mali paddy rice, will raise milled rice to 26 baht a kilogramme from 16-17 baht this week and Hom Mali rice to 37-38 baht/kg from 30 baht this week.
CP, a leading local rice seller and exporter, declines to reveal its existing stock, saying its reserves is essential to ensure constant delivery to customers.
Mr Sumeth assumes that not all traders will benefit from the rice they have in stock, as market prices will not increase instantly. Those who have export orders must honour sales at agreed-upon older prices, he said.
How much the industry will gain from escalating prices is unknown, but a market source expected more than 20 billion baht in profit gained by hoarders, based on an increase of 10 baht per kilogramme.
Mr Sumeth predicted that high mortgage prices would cut the volume of Thai rice exports by at least 20% but would be offset by higher selling prices.
Some 8-9 million tonnes are expected to ship out next year, compared with 11 million tonnes this year, but revenue income will increase 30% in line with the cost of paddy.
Local consumers as well will have to pay extra, and Mr Sumeth stressed that there will be no cheap rice any more. He supports the pledging plan, citing the benefits to farmers.
Over the past few years, all key commodities _ wheat, maize, soybeans _ have enjoyed strong prices except rice, while the income guarantee that cost the previous government 120 billion baht has even dampened Thai rice prices, Mr Sumeth said at a seminar in Phuket over the weekend.
He added that farmers do not need to sell high when their income is guaranteed. While the pledging programme could lead to heavy malpractice among officials and traders, he suggested that all parties, including the Department of Special Investigation, step in to prevent any scandal.
He added that 7-8 million tonnes of rice in state stock is a sufficient reserve in case of a food shortage caused by natural disaster or drought.
China and India hold as reserves a combined 46 million tonnes out of the entire 90 million tonnes worldwide.
CP is one of a handful of exporters that largely benefited from state rice sales in the past. The company is upbeat that the rice-pledging scheme will raise revenue by 10% this year from its previous target of 30.30 billion baht.
CP's new 4-billion-baht rice processing facility in Ayutthaya province, to be opened officially Nov 11, will support the company's expansion goals.
Democrat: Rice scheme high risk
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· The government’s rice price pledging programme has a high risk factor and could cause as much as 500 billion baht in fiscal damage, Democrat list MP Kiat Sitthi-amorn said on Tuesday.
Mr Kiat said under the rice mortgage scheme, the government would have to stockpile a large amount of rice because its price on the world market would be below the mortgage price.
The opposition MP said he had pointed out this risk when he debated the rice pledging policy after Prime Minister Yingluck Shinawatra had delivered government’s policy statement to parliament.
The MP said a previous government had spent more than 100 billion baht implementing the rice pledging programmed in 2005 and 2006 and the lost 19 billion baht as a result.
He warned that the rice mortgage scheme interferes in rice prices,  in contravention to the regulations of the World Trade Organisation. The country was therefore at risk of counter-attack trade measures by the international community.
When an economist at the Thailand Development Research Institute (TDRI) showed good will in warning  the government about the risk, the government failed to listen and instead attacked the academic, he said.
Mr Kiat said the rice pledging programme could cause damage of  400 billion baht to 500 billion baht to the state-owned banks involved, including the Bank for Agriculture and Agricultural Cooperatives.
He called on the government to make it clear to the general public how it would avoid this possible risk and damage.
The government should also give assurances that the rice mortgage scheme would not cause damage to farmers, that Thai consmers would not have to pay more for rice as a consequence, that the government would not lose several hundred billion baht and that Thailand would not violate the WTO’s rules, he said.
TDRI economist Ammar Siamwalla on Sunday warned the government would lose tens of billions of taxpayers'  money annually if it implements  the planned scheme.
Mr Ammar said the high prices promised under the scheme would encourage farmers to increase their crops,  resulting in a vicious cycle where the government would have to spend an unlimited amount of taxpayer money to keep rice prices at the promised levels.
He dismissed as impractical plans to coordinate with Vietnam and other regional rice exporters to push global prices higher
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