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Abstract

One of the development activities of the Royal Project Foundation in the attempt to
develop rural community in the highland area is to promote crop production,then purchase the
promoted products and distribute them to the market. For this reason, the Royal Project
Foundation has to determine production quota and purchasing price for each agricultural product
according to the marketing demand. In fact, the volume of production some time is in short
supply or some time exceeds the market demand. The production of table tomatoes and cherry
tomatoes fell under this situation and became more due to higher net profit serious because in
rainy season because farmers want to grow table tomatoes, more than cherry tomato. This study
has two objectives: 1) to explore production costs and returns of tomato production using
different varieties and production conditions, 2) to determine the appropriate purchasing prices
for each of tomato varity.

The primary data used in this study were collected from the interview of 100 farmers
who grew different types of tomatoes under different growing conditions. These sampled farmers

were from seven development centers/stations of the Royal Project Foundation. Secondary data



on production plan quantity delivered, an payment settlement to farmers and production costs of
GAP (good agricultural practic) were also collected from the Royal Project Foundation. The
product boundary concept was employed to analyze appropriate purchasing price of table
tomatoes and cherry tomatoes.

The study found that in rainy season of 2005-2007 the development centers/stations
delivered to the marketing division of the table tomato 41 percent higher than the production plan
meanwhile the cherry tomatoes were delivered 9 percent less than the production plan. The
purchasing prices set by the Royal Project Foundation at this period were 22.17 and 22.75 baht
per kilogram for table tomatoes and cherry tomatoes respectively. Hoverer table tomatoes with
treaty production could get higher net profit than cherry tomatoes.

From cost and profit analysis for 2008 year, the net profit of table tomato planted in
substrate and soil were 12,267.17 and 5,714.14 baht per 400 square meters respectively. On the
other hand, the net profit of cherry tomato was 2,627.42 per 400 square meters. Meanwhile, the
risks associated with net profit of these tomatoes (as measured by the variable coefficient of their
profits) were 184.13, 135.53 and 150.91 respectively.

To get all the farmers to earn equal net profit per 400 square meters from producing any
variety of tomatoes, the product boundary concept was modified to include the mark-up profit
rate in determining the appropriate purchasing prices of tomatoes. The tomato planted on earth
plot which could be generally grown in the Royal Project areas was the basis for such analysis.
The analyses showed that in order to encourage farmers to earn 35 percent profit, the purchase
price of table tomatoes and cherry tomatoes should be 24.93 and 21.97 baht per kilogram
respectively. Taken into consideration risk at 0.5 and 1 SD level, the purchase price of table
tomatoes should be 30.83 and 36.73 baht/kg. And cherry tomato be 26.91 and 31.87 baht per
kilogram respectively. On the other hand, if the forget is 50 percent then the appropriate
purchasing prices for table and cherry tomatoes should be 27.70 and 25.11 baht per kilogram
respectively.

The results from the above analyses suggested that the marketing division of the Royal
Project Foundation could determine their purchasing prices to motivate the grower to produce in

the likelihood of high risk — high return.



