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ABSTRACT

Title : How Thai Oil palm farmers can compete sustainably in the world markets
Field : Economics

Name : Mrs.Chantip Vanich Course NDC Class 61

Approximately 90% of Thailand’s Oil palm farmers are considered small growers,
planting on average of no more than 50 Rai per family. Unlike Indonesia or Malaysia, which
each plantation company will have their plantation size of 100,000 Rai or more. Thailand has
only 3 to 4 relatively ‘big’ companies, planting in the vicinity of 30,000 to 40,000 Rai. Similar to
small growers of rubber, sugar cane, rice and tapioca; small growers of oil palm lacks agronomic
knowledge, economies of scale, sufficient funding for fertilizers, herbicides, insecticides and
premium growing materials. All these contribute to lower yields, sub-standard outputs and high
costs of production. Frequent bad weather and subprime growing area in Thailand compound to
already complicated problems for Thai farmers. Several forms of subsidy by government to farmers,
like Biodiesel uptake, low interest loans, switching of crops and direct payment to farmers are not
long term solution to Oil palm farmers.

Most recent problems to Thailand Oil palm industry are depressed global commodity
prices and Thailand’s high Crude Palm Oil (CPO) production costs, have made Thailand export
of CPO in global market uncompetitive. This cause the built up of local CPO inventory and
resulting in the lowest fruit prices in more than a decade. Government’s subsidy to alleviate
farmer hardship on an annual basis is becoming more of a rule than an exception. Such a problem
will only intensify as farmers are switching more and more from rubber estates to Oil palm
plantations; as Palms become more constant revenue crop. More excess Palm oil production in
Thailand is imminent over the next decades. As local consumption cannot keep up with rising
Palm oil production, biodiesel uptake and subsidies to farmers can only be temporary alternative
to Thai Oil palm growers.

To maintain sustainability of Thailand’s Oil palm industry, Thai farmers must be
able to produce palm fruits at the costs similar to the regional peers. Inadequacy of plantings and
plantation management, will also result in poor yields and higher cost of production. Higher fruit

prices to crushing mills will translate to higher CPO prices, for vegetable oil refineries and other



related industries in Thailand. This will make Thailand Oil palm and Palm oil industries less
competitive in the world market in the longer term.

The comparative study of plantation management models has indicated that the
most affective and effective one, is the model of large plantation company. Contributing pluses are large
land areas (economies of scale), professional executives and managers who have both knowledge
and experience in plantation management, constant investment in technology, research and
development, and people. They are able to keep up with global standards of large Oil palm companies.
Their palm oil prices are compatible to the regional peers.

In conclusion, in order for Thailand Oil palm industry to survive and thrive in the
long term, Thai small growers must form a strong alliance. They must follow the management models
and systems of large plantation corporations. This is to ensure that they will be able to compete

affective as well as effectively with peers in the global market.
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Is the Current Strong Usage Growth Sustainable ?
17 Olls & Fats : World Consumption

Average demand growth Total Usage inMn T
in past 5 seasons: 240
220
Total peryear +7.3MnT 200
180
Biofuel +23MnT :Go
Food/other +5.0 Mn T o
100
In 2017/18 about 16% of 80

the world consumption of 60
17 oils of 225.5 Mn T was pod T

20 | |
used for energy IIIIIIIIIIIIIIIIIIIIIII
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