
    Is agricultural subsidy 
essential in Thailand to lift up 
farmer income? 



 PROBLEMS  



 Problems

● Fluctuated prices
● Natural disaster
● Cannot compete with abroad in a long run
● Highly Substitute Products
● Rely too much on export
● Asymetric information
● Monopsony
● Farmers’ behavior



Rubber and rice 

RUBBER

● Easy to plant: 
- takes 6 years 

● Low investment
● World rubber price sharply increase in 

2011

RICE 

● Easy to plant
- takes 3 months

● Low investment
● Rice production is one of the biggest 

profession in Thailand. Shifting their 
production to other crop need large 
investment. 



Fluctuated Price
Nature of Agricultural product

● Demand and Supply are price inelastic
Ex climate change, disaster

If good climate: Quantity increase.
Price sharply decrease
Income drop  

If bad climate: Quantity decrease 
Price increase sharply

     BUT: Agriculturer has no crop to sell
Government intervene to control the price

Problems



Natural disasters

● Natural disaster such as drought and flood are 
very common in Thailand.

● These problems make farmers cannot grow their 
crops.

Eventhough, Thailand is less vulnerable to natural 
hazards than many countries in the Asia-Pacific region according 
to CFE-DM. There still exists a cycle of flood and drought every 
year.

*CFE-DM(Center for Excellence in Disaster Management & Humanitarian Assistance)

Problems



● We can compete only in term of quality not lower 
cost of production.

● Thailand is a highly labor-intensive country in term 
of agricultural products.

● Lack of machinery and technology improvement 
and usage

● Thus we may not be able to compete in long run 
when other countries catch up.

Problems

 Cannot compete with abroad in long run



Highly Substitute Products
Thailand is one of the largest world exporter does not mean 
Thailand can control world price.

● Rubber can be substituted by
○ Synthetic rubber (made by oil)

○ other countries: Indonesia, Malaysia
China produce domestically and invest in Cambodia, 
Laos

● Rice can be substituted by 
○ other countries

Rice and rubber market price controlled by buyers

Problems

2008 Global rice crisis due to oil price rise
- Restrict export in India and vietnam to 
secure domestic food supply

Larger demand from China and Japan
- Vehicle industry expand

Price drop
Oil price drop
World economic downturn
China demand less and produced substitute good 



World price drop => domestic price drop as well

Problems

Rely too much on export

https://www.bot.or.th/Thai/MonetaryPolicy/NorthEastern/Doclib_CommodityYearly/Yearly-2557_Trend-2558_final.pdf



Problems

Asymetric information

Middleman 

● Corruption in weight measurement
● Corruption in humidity measurement

(In rice market)
● Corruption in water contain in rubber

(In rubber market)



Middleman 

● Monopsony
Large seller- small buyer
Lack of bargaining power

● Rice and Rubber have cost of stock
● Have to sell in a period of time

Problems

Monopsony
P

Q

Supply of 
goods
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(Thai) Farmers’ Behaviors

● Lack of innovation 
● Rely on one type product farming
● Cannot stand on their own legs
● Lack of market, goods and management knowledge
● Always ask government for help

Problems



 Agricultural subsidies  



ANY government intervention to the market either directly 
or indirectly.
We categorize subsidy into two types

● Input subsidy
- Technology, machinery, fertilizer
- Reduce tax of the input goods
- Other government programs

● Income subsidy 
- Any action of government that increase the 

income that are not according to the market 
mechanism of farmers.

- Including buying goods from farmers.

  Subsidy



Short-term strategy

● most of the income subsidy are short-term
● to help the market from failure

Mid/Long-term strategy

● increase domestic demand
● decrease export (increase world price)
● building infrastructure
● develop technology

Why?

● To stabilize the price that farmers revieved
● To buy time for market to adjust itself when 

unusual events occur.
- ex disaster and a drop in world price.

● To help new and small farmers in their early 
years

● To increase further development

When and How?

● Depending on the situation, but not as a 
daily basic!!!.   

  Subsidy



Rice subsidy policies
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Price Guarantee   Subsidy

Case studies: Price guarantee
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Case studies: Price mortgage scheme



● Not only the cost of buying the rice 
from farmers is very high, but there 
are other cost such as storage cost, 
interest expense, cost of survey and 
depreciation cost.

● The one who benefit from the policy 
is mainly those middle-rich income 
farmers due to high ability of 
production.

● Very high risk of corruption. Hard to 
keep track the rices, some rices 
may not come from Thailand or 
even exist. Low quality rice may 
also be  included. 

● Where did the rice go ?



● Try to encourage rubber farming according to the world price.
● Rubber is a long term growing plant.
● Although, Thailand, Indonesia and Malaysia decided to cooperate, we still cannot influence 

the world price.
● Therefore, by the time these rubber can be harvested, the world price have already changed.
● Some policies in the past also support one type product farming leading to high risk 

investment.
● The one who bear the risk is farmers.

Rubber subsidy policies

Before Prayuth



Policy

● One shot subsidy supports 
improvement in rubber productivity 
-1500 Baht/rai /owner                         
-900 to the owner or land renter         
-600 to employee

● Government buy raw rubber products 
for use in 8 department.

● Open new 79 rubber transformation 
factories

● Decrease rubbers export along with 
Indonesia and Malaysia                  

                               

Analysis

● Equivalent to give out money
No restriction and no significance 
improvement

● Good purpose but still not well-planned
● Longrun policy, increase domestic demand
● Aim to increase the rubber’s world price

Case studies: Prayuth



Moral hazard problem

● If the government always give subsidy to farmers, the farmers may think that the government always 
help them leading.

● Since we cannot keep in check with farmers all the time, the farmers may become unproductive and 
lack of innovation.

Subsidy cannot increase the world price (in case of rubber market in Thailand)

● The factors that could change the world price are vary from one market to another market.
● Ex, rubber market is highly influence by oil price and big buyers (China and car producers).

Misuse of Subsidy



● It is essential in short run during unusal crisis and for some small farmers, but it is not 
always necessary.

● The farmers should able to survive during normal situation.
● Government should not intervene the market unless it is necessary or in case of 

development and long-term strategy.

Is agricultural subsidy essential in Thailand to lift 
up farmer income? 



 Alternative Solutions  



When to use?
Output at market price is too low

Trade-off 

● Production distortion
● Over production ---> Price drop
● inefficiency resources allocation

Ex water is limited 
● Decrease incentive to improve 

productivity.

Price support

Q2

Alternative Solutions



● growing different kind of agriculture products.
● reducing the risk of growing only one extreme 

product.
● making farmer to be able to adapt depending on 

situation.

Trade off

● some farmers still need help from the government in 
the beginning

● financial support need

Increasing in variety of products

Alternative Solutions



● Price support 
● Increase variety of products

       Similar to other previous governments,             
PM Prayuth also provided  subsidy of 2,520 Baht/ rai 
as a short-term measure. 

The Prime Minister pointed out that the 
farmers also need to think about helping themselves. 
He suggested that they can grow some other crops 
such as strawberries and banana to earn 
supplementary income.

Case studies: Prayuth



Rubber farmers were disappointed after the current government cannot meet their request for a price subsidy of 60 
baht a kilogramme. At first, they said that if prices did not reach 60 baht within 30 days protests would take place. 

Reaction of Thai rubbers 

Case studies: Prayuth



Ex Find new market
Rubber/rice transformation
Enforce domestic usage 

Benefit

- help stabilised domestic price
- even the world price drop, domestic 

market could relieve the effect

Trade-off  high investment

Increasing in  the domestic demand
Alternative Solutions



http://www.rubbercenter.org/index.php/stat

from 2013-2014
Domestic demand increase
+20000 Tons

from 2013-2014
Supply increase
+140000 Tons



Still have some spaces to expand

Table show the quantity of Thai natural rubber 
used
categorised by type of product (unit: Tons) 

Table show the value of rubber products imported 
categorised by type of product (unit: million baht) 



Enforce domestic usage



Export structure in 2014

Block rubber

Latex

Compound rubber

Rubber sheet

etc.



Check and Balance: increase bargaining power

○ Anti-collusion law
○ preventing both monopsony and monopoly
○ Increase the punishment of corruption/cheating in term of progressive rate

Law and regulation

Alternative Solutions



such as 

● Transportation helps reducing cost of production 
● Irrigation system increases certain water level

Alternative Solutions

Infrastructure



● Government should give education in order to minimize asymetric information problems
● Implement rubber usage in government department

Higher price--higher quality
● Limitation Rubber and Rice Plantation
● Encourage alternative job

Government program

Alternative Solutions



 The End


