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Executive Summary
1. Background

Currently, many kinds of winter hardy plants, including vegetable, flower, and fruit,
are produced by highland farmers associated with the Royal Project Foundation. Their
products of roughly 519.04 million Baht are sold and distributed though the Royal Project
Foundation’s marketing channels, while the products of 252.35 million are sold by the
farmers themselves. The volume has steadily grown and generated important sources of
income and employment for households in the highlands. In addition, the Royal Project
Foundation has become a leader in the safe food producers including crops, fruits and
vegetables for domestic consumption (the Act and Board, 2552).

Meanwhile, the highland production is facing competition from neighboring
countries where production costs are lower. Moreover, improved transportation, both land
and water, allows more of agricultural products from neighboring countries to be imported
into Thailand conveniently and quickly. Also, the ASEAN economic integration may pose a
risk to the market share of Thai highland products in both export and domestic markets.
Many agricultural products from neighboring countries are considered closed substitutes or
even the same kinds as those produced by the highland farmers who are associated with
and supported by the Royal Projected such as cabbage, Chinese cabbage, tomatoes,
broccoli, roses, chrysanthemums, carnations etc.

The Highland Research and Development Institute (HRDI) in awareness of such
adverse competition, sets up a set of research projects to study the impacts of agricultural
products imported from neighboring countries on highland agricultural production,
especially in the areas associated with the Royal Project. The objectives of the study are
to evaluate the impacts and to find recommendation for highland farmers to prepare and

adjust themselves against such competition.

2. Objectives

2.1 Study agricultural production of the Royal Project

2.2 Evolulation impact of agricultural commodities frome Neighbor country on
highland products under FTA

2.3 To recommendations in the adaptation of farmers to prepare for impact in

agricultural products from neighboring countries and the competitive situation.



3. Research Methodology

1. Study current situation of highland agricultural production in the area associated
with the Royal Project by collecting its information on production areas, output quantities
of the selected products, commodity distribution system, and marketing from various
sources including literature review and data mining. This information will be descriptively
analyzed to illustrate their trend lines.

2. Evaluate the impacts of imported agricultural products from neighboring
countries on highland agricultural production under Free Trade Agreement using time-
series data to compute moving-average monthly indexes of the import commodities,
econometrically estimate their demand and supply equations, and conduct SWOT
analysis.

3. Analyze and propose strategies based on TOWS Matrix to find appropriate

recommendations.

4. Research Findings
4.1 Current Situation of Highland Agricultural Production

This study focuses on flower and vegetable commodities in the highland areas
affiliated with the Royal Projects. Roses and chrysanthemums are considered the most
important flower commodities because of their large production quantities and sale volumes.
In addition, the two commodities are obviously affected by competing import commodities.
Similarly, the major vegetable commodities in term of production quantity including lettuce,
cabbage and melon, all of which are also severely affected by import competition. However,
products of the Royal Projects are found to be differentiated from competing products from
neighboring countries, especially in term of quality. The most Royal Project products,
vegetables in particular, carry food-safety guarantee and all of them are granted Good
Agricultural Practice (GAP) standard, whereas some of them are organic products. These
products are marketable at expensive prices to health conscious customers. On the other
hand, vegetables from its neighbors are often produced in large quantities (mass production)
at a lower cost with extensive use of chemicals. Their products usually have a better look and

fewer damages made by insects.



R

However, regarding the impacts of competition from neighboring countries, cabbage
and carrots are the two most affected commodities because of high volume of competing
products. Most competing cabbages and carrots are imported from China, while Malaysia is the
major source of chrysanthemum import. Thus, this study will focus on the impacts of imports
of rose, cabbage and carrot from China on the highland agricultural production, while the

impact on chrysanthemum will be focused on competition from Malaysia.

4.2 The Impacts of Imports from Neighboring Countries

The results indicate that these 4 products are obviously affected by imports from
neighbor countries. The monthly indexes reveal that import of rose tends to be high in
winter i.e. from November to March and the peak is in December whose index equals 1.175.
The indexes of March, February and January are 1.128, 1.106 and 1.099, respectively.
Regarding the import of chrysanthemum, the monthly indexes show that it is extraordinarily
high in the early months of year (January until March) and in the midyear (July and August)
The index value is highest in July which is 1.814, followed by August and March whose index
numbers are '1.509 and 1.547, respectively. Chrysanthemum demand hikes during those
periods as a result of many religious festivals. For cabbage, its import quantity tends to be
unusually low inthe early month of year (January until April). The index becomes lowest in
February which is 0.304, whereas the second and third lowest are March and January whose
index values are 0.417 and 0.497, respectively. This is because those periods are the
domestic harvesting season, so there are sufficient domestic products to satisfy its demand.
For carrot, its import tends to be small in the beginning of year (January and February), in the
midyear (May and June) and in the end of year (November). The import index is smallest in
August which is 0.635. The second and third smallest indexes are in May and November
which are 0.777 and 0.816, respectively. During these periods, domestic production is large
enough to meet the demand and its inventories of carrot are usually released into market. In
addition, the estimated time trend shows statistical significance of upward trending for all
products except rose. The average growths of import quantity of rose, chrysanthemum,
cabbage and carrot are 48.35, 3299.71, 88640.45 and 32353.58 kilograms per month,
respectively

Estimation of cabbage demand and supply equations reveals that an 1% increase in

cabbage import will result in a 0.74% decrease in domestic cabbage price and a 0.12%



decrease in domestic cabbage output. Similarly, the Error Correction Model (ECM) is used to
assess the impacts of carrot import on domestic carrot price. The price elasticities estimated
in ECM show the long-run adjustment of the domestic price toward equilibrium. In the short
run, if the import of carrot increases by 1%, domestic carrot price will decrease by 0.70%. On
the other hand, if the price of import carrot increase by 1%, price of domestic carrot will
increase by 0.52%, implying that import carrot and domestic carrot are substitutable.

The impacts of agricultural imports on prices of the highland flower products including
rose and chrysanthemum are assessed using time-series data on the Royal Project’sproduction
quantities and sale volume, and the instrumental variable (IV) demand estimation approach.
Estimates of rose demand elasticities show that an 1% increase in rose import will result in a
0.28% reduction in the price of highland rose. A similar result is found for highland
chrysanthemum. An 1% increase in import of chrysanthemum leads to a 0.08 decrease in
price of highland chrysanthemum. In spite of non-substantial estimated adverse impacts on
prices, the estimated elasticities are still statistically significant. Based on these estimation
results, it concludes that the import commodities are competing with the highland flower
products.

According to SWOT analysis, the highland agricultural products have strength in their
standardized production process, freshness, and safety. The Royal Project’s brand name is
widely accepted by consumers. Moreover, social business of the Royal Project which
improving quality of life of highland people should be emphasized. The Royal Project has
built good relationship with many large private companies, allowing it to easily distribute its
products through various channels. It receives strong academic supports from the HDRI. On
the other hand, it has weakness for its high cost per unit because of small scale production
of many products as well as high logistic expenses. It has a limited number of its own
distribution channels, mainly relying on the Royal Project stores. Its output quantity
fluctuates widely and sometime becomes shortage. Still, there are some opportunities for
the Royal Project’s highland products. The Royal Project should catch the trend of ¢reen
production and healthy foods. However, the cheaper and good-looking competing import
commodities from neighboring countries are regarded as major threats for the highland

products.



5. Conclusion and Recommendation

Surmmarily, import of competing flower commodities (rose and chrysanthemum)
mainly depends on seasonal demands generated by festivals such as Christmas, New Year,
and Valentine as well as Buddhism celebration days. During these periods, Thailand imports
roses mainly from China and chrysanthemum mainly from Malaysia. On the other hand, the
movement in imports of cabbage and carrot depends on seasonal domestic production. The
import quantities tend to be unusually high during the off-seasons when the domestic
productions are insufficient and domestic prices are high. Appropriate production management
of these commaodities is required to alleviate the adverse impacts of the competing imports.
Whenever the import commodities are expected to surge into the market, downsizing
productions of these commodities should be planned and implemented well ahead. The
consistent production plan will also help maintain stability of domestic prices. Study result
revealed that impact quality of vegetables and flowers resulted in price of vegetable and
flowers significantty. Therefor, the government should be stricted to enforcing GAP standard of
imported vegetable and flowers. In addition, marketing strategies and brand advertising should
be devised in-order to inform consumers about the better quality of the Royal Project’s
products, especially with respect to their food safety and healthy as well as chemical freeness
in comparison with the competing products from neighboring countries. These strategies will

induce domestic buyers to consume more of the Royal Project’s highland products.
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Abstract

The objectives of this study are to analyze the current production situation, and to
evaluate the impacts of agricultural commodities imported from neighbor countries on
highland agricultural commodity production of the royal project under the free trade
agreements. Two groups of agricultural commodities, vegetable and flower, are selected.
Vegetable products consist of cabbage and carrot, while rose and chrysanthemum are chosen
for the flower products because they are highly affected by continuously imported
commodities, especially from China and Malaysia. Both primary and secondary data are used
to analyze the current production situation and estimate monthly index of the import
commodities using the 12-month moving average approach.Further, general equilibrium of
highland agricultural product as well as SWOT analysis and TOWS Matrix were used as the

analytical tool.

The results show that these 4 products are affected by imports from neighbor
countries. The monthly indexes reveal that import of flowers tend to be highin winter due to
new year festival while vegetables tend to be high due to inadequate products. Quantitative
analysis reveals that vegetables imported from neighbor countries affected to highland
vegetable price and plantation areas significantly. This result supported by correlation analysis
which revealed the inverse relationship between import quantity of agricultural products from

neighbor countries and highland production.

Suggestion from TOWS Matrix analysis identified that higshland production should be
implemented under production planning and quality control. GAP and other standard should
also be implemented. In this regards, production differentiation between imported and
highland agricultural products should be promoted. Moreover, cost reduction under products’
distribution should also be done. Furthermore, the government should be enforced Maximum

Residue Limits (MRLs) of imported vegetables and flowers from neighbor countries strictly.
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