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ABSTRACT

This study, the ‘Spatial Diffusion and Production Patterns of Contract Farming in
Pong Yaeng Sub-district, Mae Rim District, Chiang Mai Province’ has three main objectives: 1)
to study the diffusion of contract farming in Pong Yaeng Sub-district, Mae Rim District, Chiang
Mai Province, 2) to study the patterns and production systems for chrysanthemum and bell pepper
cultivation under contract farming in Pong Yaeng Sub-district, and 3) to study the adoption and
non-adoption of contract farming in Ban Muang Kham and Ban Pong Khai, in Pong Yaeng Sub-
district, Mae Rim District, Chiang Mai Province.

This study compares chrysanthemum and bell pepper cultivation. The data ware
collected from interviews with farmers in the study area, and from using historical and spatial
approaches. Field surveys and an analysis of the transcripts resulting from interviews with
pho liang (merchants) and farmers under contract farming and non-contract farming methods,
were included.

The results show that the pattern of chrysanthemum diffusion in Pong Yaeng Sub-
district was random at the beginning and changed to become neighborhood based later; where
distribution was based on a cluster around a group of villages and along transportation routes.
Those factors affecting the diffusion in a positive way were highland horticulture policies, the
existence of a high economic return and suitability of physical aspects. Those factors that
impeded diffusion were an inability to expand plantations into the area within Doi Suthep — Pui
National Park, and a deterioration in soil quality after long periods of re-cultivation. The pattern
of diffusion among bell pepper cultivation in Pong Yaeng Sub-district was on a neighborhood

basis, with distribution clustered around a group of villages, markets and transportation routes.



Those factors that had a positive impact on diffusion were policies to expand the cultivated areas,
proximity to markets and ease of transportation. Factors that impeded the spread of bell pepper
were high production costs and the presence of diseases.

The contract farming patterns for chrysanthemum and bell pepper can be categorized
into three and two types, respectively. For chrysanthemum, the three patterns were the presence
of: 1) an insurance contract price commitment, 2) employment, and 3) loans and shared profits.
All of these can be characterized as informal contract farming patterns. For bell pepper, in the
first phase there was to insurance contract terms and a monopoly product before officially
committing to formal contract farming, and in the second phase a verbal contract between the
farmer and the merchant was a condition for obtaining credit and for informal contract farming to
take place.

The primary factors that influenced the adoption of contract farming among
chrysanthemum farmers were: the availability of credit from the Bank for Agriculture and
Agricultural Co-operatives, the presence of pho liang and the honesty of the pho liang. The
secondary factor was the level of infrastructure development. Those factors that influenced the
non-adoption of contract farming for chrysanthemum cultivation were a lack of credit and a lack
of suitable labor. The secondary factor was the presence of debt. The most important positive
factor influencing the adoption of bell pepper contract farming was the presence of other farmers
who had grown the crop successfully. The secondary factors were the availability of credit from
the Bank for Agriculture and Agricultural Co-operatives, and a high profitability level. The factor
that most influenced the non-adoption of contract farming for bell pepper was the presence of
debt, whilst the secondary factors were high production costs, loans not being available and a lack
of support from the pho liang.

In the future, expect that contract farming agriculture will increase production areas
by globalization. Therefore, government should concern in terms of contract commitment and

support agriculturists by giving credit to them.



