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Abstract

Oil palm is one of the most important oil crops in the world and has potential to
compete with other oil crops in terms of production and marketing. As a result, its
production share in the total crop oil in the world increases rapidly and continuously. Asian
countries such as Malaysia and Indonesia are the biggest producers in the world. The
ASEAN Free Trade Area (AFTA) agreements may impact the Thailand oil palm industry
due to higher production costs than Malaysia. Therefore, when the agreements are
completely effective in 2004, they will inevitably impact the oil palm industry, especially
small palm growers.

The main objectives of this study were to investigate the economic situation of
the Thailand oil palm industry, to analyse the impacts of Asian Free Trade Area agreements
on the Thai oil palm industry and to recommend the concerned institution in selecting
appropriate means to develop the oil palm industry in Thailand.

The study was conducted by collecting secondary data concemning general
information on oil palm production, consumption, price, and tax agreements of the ASEAN
Free Trade Area, and then analyzing the growth rate using logarithmic exponential curve
equation, seasonal price index using the ratio-to-trend method, impacts of tax agreements
on the oil palm industry in Thailand using theory of free trade and production economics,
and domestic demand function of palm oil in Thailand employing regression analysis with

a specific form of Cobb Douglas Equation.
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The results of this study showed that the increase of oil palm production in
Thailaﬁd was mainly caused by an increase in the plantation area. The increase of yield in
kilogram per Rai was relatively small.The growth rate of production area and yield during
1987-1997 was 6.38 and 2.06 % respectively.

During 1989-1997 the farm price of oil palm fluctuated highly . The price
represented 3.16 Baht per Kg in January 1989 and it fell to only 1.22 Baht per Kg in
September of the same year. The seasonal index of farm price was higher than average in
December - March and lower in April - November.

According to the ASEAN Free Trade Area Agreements the oil palm import tariff
must be reducer from 5 and 0 %, which would strongly effect oil palm price and
entrepreneur incomes. With 5 and 0 % of import tax the price of refinery bleaching and
deodorization of palm oil would respectively decrease to 19.83 and 18.91 Baht per Kg,
compared to that of 24.03 Baht per Kg in 1997 and the price of crude palm oil would down
to 11.72 and 11.03, compared to 16.30 Baht per Kg in1997, whereas the price of fresh fruit
palm will drop to 1.50 and 1.39, instead to 2.17 Baht per Kg in 1997. As a result, the
1,417.13 and 1,727.55, 1,796.46 and 2,091.41, and 2,195.00 and 2,505.36 million Baht of
income of the refinery palm oil industry, the oil palm grower and crude palm oil industry
respectively would be lost. However, the average production cost of oil palm in 1997 was
3,757.65 Baht per Rai, and the average yield was 2,445 Kg per Rai. Thus, the income
attained 5,305.56 Baht per Rai based on 2.17 Baht per Kg of fresh fruit palm price, while
the breakeven yield was 1,731.50 Kg per Rai. According to the reduction of the tariff
agreements to 5 and 0 %, the grower must improve land productivity to attain the breakeven
yield of 2,505.04 and 2,703.28 Kg per Rai, respectively.

In the context of demand for domestic refinery palm oil, it was found that the
real wholesale price of reﬁnei'y palm oil and the real wholesale price of soybean were the

significant independent variables with an elasticity of -0.481 and 2.513, respectively.
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The study moreover showed that when palm oi | import tariff is reducer to 5 and
0 %, the refinery palm oil price will decrease 17.48 and 21.31 % respectively. While the
elasticity of demand compared to the real wholesale price of refinery palm oil represented
—0.481, resulting in an increase of 8.41 and 10.25 % the domestic demand of this oil, or the

requirement of this oil would be 352,039.52 and 358,014.55 tons, even it was formerly

324,729.75 tons.

(®)



	Title
	Abstract

