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1. Economy of farm household 2 RK#&E&
Economy of farm household EFR{ZFF
(DHousehold R &t =Consumption economy;H & #*%&
Supply of own labor, land, capital for production
RETLHFHE. L, EAZERICHELS
Distribution of value added 1 hN{E{E D 5> &
Consumption of goods and services Bf-H—EXDHE
Reproduction of labor FH#DHEEE

Enterprise ##& =Production economy4 FE &

Business by using labor, land, capital supplied from inside and outside of
household FRKitPtHmENAMNSEBEINI-FE. L. ERAFZRAVTEXEE

Sectors of production economy for farm households =R D 4 FE &% & ERPY

Agriculture 2% | Non—agriculture JEEZ

Self-employed B'E

Employed EHR




2. Farm business EH#}&

= Independent and sustainable organization doing the business of
agriculture for the certain purpose.

= —EQEHMOTICRELNSE SRRETIMI LIS

Business E R X

= Sustainable activities of making decision under the self-responsibility,
utilizing managerial resources, creating products or services, and
distributing the results to stakeholders.

=—HEEEOTTERREZTVL. BREERFZFAL. 2Ry —ER%E
EHHEL. TORRZEFRBICHE T DEFEFTHY. RFFICCOFBICISFH
fIEMNRDHLND,



1) Three aspects of Farm: Technology - Economy -Management
EEZEOIDOAImE: Hir-BF-IRrTAVE

MTechnology #:ffr D {8IE

To procure the resources necessary for production

To create the productive power by combining and converting them
technologically

To produce products and services

HEICBRELGEREHELT, TNoERINTHICHES - ERLTEENZEH
HL. HROY—EXZEET D,

Related to issues of “Farming System” which affects organization of farm
such as scale and combination of crops.

EEDERBICEET 5, BElE. FERECEEHDHEAEHLELEDFEE
HOHYFAIZHELZEL TS,
Revenue / Cost : Net Return = Sales - Production Cost

= Capital Interest + Land Rent + Profit

ik / EA: @il =IR%a - £ EE=FFFF+ A+ FH



@Economy #F:FDEImE

To make the form of a business under the socio-economic constraints
#HEBREFULGHNDO T T.EDRADMEEZES,

Related to the issues of ownership of managerial resources
BREEROMADRREIZEET S,

Need to note the diversified business forms of farming. (Family farms
with qualitatively different types, Non-family farms, etc.)

RERETHLENICELLZLONHAEN ., RERELSNORELHY.
SEEMBIRIELTWSZEITEB T ARENH S,

Revenue / Cost : Income = Sales - Managerial Cost
= Equity Interest + Owned Land Rent
+ Family labor cost + Profit
i/ ER: Fis=MHRE—R=EE
=B EAHF+BEAR+RiEFHEE+ T



@Management T~ A2 LD AIE
For realizing management philosophy and goals,

To develop a management strategy, organizing the management
organization,

To carry out efficient and effective management activities, such as
production, sales, procurement, labor, finance, information

BREES BEREZ0FEHRIZAITT. BREHKRAREL. BEEBZEH
L. &E -RE-BE -5 UE-EHREEORETHZIEMNN DR
[2ZXI1TT D&,

Composed of five functions, such as planning, organization, instruction,
coordination, and control.

ST e, i, B, MHE DS DODEENIBHSNTLNS,



Area of management
(i) Management for business environment

Real farming exists in the unstable business environment created by
markets of managerial resources, products and services, and the
governments.

It should adapt to its business environment, competing with competitors
and building good relationships with trading partners.

In addition, it should influence outside of the farming for changing its
business environment, if needed

TR ANDLEE

() BEBEOIRI AR

BRORFRE. BEERERETLMG. HEOY—_EXZRTTD
TG, SOIZEBFIZE>THERASNAZELLPT LVREREREDLNZE
ELTWS,

EEREE. FEFLHEEL MEIHFLOBREEELGLIL BER
EBIEALETNILESAEL,

F BEICKLT, BEIRRZRLSEL=0I1C BEDSNERIZEBSH T
HELLETHD,
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(i) Management of organization

Inside of farming organization, managers engage themselves in
promoting others to realize what they want.

Managers should facilitate the collaboration with others in the
organization as a group of different individuals.

(i) D TR AUE

EEZEONETEH. BEBIIESLUINDANZEZEBELTESNETLEZL
EHEEDTHOIELIFEZITOTLND,

BEEET. A\ODEFYELTOMBOLGN T MALDOHBEIZEZMIEIZED D,



Management for business environment: toward the outside of farming
Management of organization : toward the inside of farming
T

Both often contradict each other.
Ex.) Introduce new technology to give a competitive edge.

— There is a risk the stability of the organization may be impaired.
To overcome such contradiction brings growth and stability of business.
Need for management of growth and stability

IRIBETRDAVE: BENEIZEIT=2D
TR AL BERSRZEITI-2D
)

mEIXLIXLIEFET 5,
) 55 NEF T 5=HIZFHEMIEEA

LOLZDHER. O REENEDONIBNLH D,
CDIOSHMEBEBORDOFEZRBLTEZF. BEOBRELEZENLE=LDEND,
BREREDIADAVDLE ?



3) Basic types of the six basic farm types
EEBREOEKRNER

Type 1. Small subsistence-oriented family farm
INREBERB RERRERE

Type 2. Small semi-subsistence or part-commercial family farm
BB R -FEERNRERE

Type 3. Small independent specialized family farm
INRERT R FFMRERE

Type 4. Small dependent specialized family farm
INREREREEMRERE

Type 5. Large commercial family farm

RREBEERNRIERE

Type 6. Commercial estates

BENRGEE

FAO (1997) Farm Management for Asia: a Systems Approa(ira



3. Sustainability &t AT gEME
Three conditions of the sustainable growth of farm business
EEEENFHEMICERERLTUDK=HD3DD5EHE

Economy

T

Sustainability
e al ge

N

Sociality Environment
= IRIEME
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Conditions for sustainable growth of farm business

(D Economy:  Required to survive in the competition.

@ Sociality: Required to gain social acceptance and social cognition.
® Environment: Required to adapt to the natural environment.

Levels of three conditions required depends on age and region.

Farming business should realize sustainability, maintaining a balance of
three conditions.

EERREORBENRERD-HDOEHE

OEFE EBERENHFOPTHLELSIOIZLE,

Q= EXRERENMSMRBILEVLIEIHEMZRZERIIEOICBE,
QIRENE EBEERENBRIIRRICEISTHHITBE,

SODEHMNERT DKEL, FrPHEIZL > THLELS,

EEREISDDEHDNTURZEYLGHNG, FfG Ikt EFHKIET H LD
ETH5, 12



Economy

A T
100
20
Sociality Environment
= IRIEME
2 F 2 F
100 100
90
Sociality Environment Sociality Environment

=% REE et R
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4. Process of management ¥ 3*I A LD T7OER
1) Management cycle YR AVR-HAT)L

plan— do— check— act...

gl Eme FHME  oE
(D Construction of future plans 3 3E4&48 D18 LR

Establishment of a management philosophy and long-term
management plan

BREEZOMIIREORNAEHZRE

2 Construction of business strategy #% = B8 D& E R RE

Basic plan for the realization of business goals

Develop an implementation plan in the actual project
REBEOERICHITH=EARETEZRTE
EEDEEEEICEITIEMEETEERTE

@Implementation of the plan EHEIDE#

@ After the implementation of the plan EHE®DEiE%

Comparative evaluation of the results and the goals set in each plan.

Plan for the next fiscal year and revise the basic plan if needed.
FETETHREL-BIREERED MR &7 LEEETHE,
REEDEE., HEICRCTERGTEDOREL,
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2) Objective of management ##& B
Composed by managerial principle and managerial goal
EEEZEREHZENBRIND,

Management principle #=EEE

A philosophy, ideology and beliefs worth trying to achieve through
management activities. The basic idea of “ for what” or “how” on
business.

EETHZRELTERLIIETHME-E=-BE-EF,

[BRENAID=OIZFEELTOEOMN ] BEEZEDIILEDOYATITOID
MNEEIZTDWVWTOERMLEEZ A,

Management goal & H1Z

Concrete contents for achievinge the management principle through
management activities.

RETHZELTREETZEZRRT -OISHELZEARNGTRE,
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3) Management goal &= B1Z
(DCase of subsistence oriented family farm B ERREREDSHE

The main management objective is to maintain, survive and inherit
family and homestead.

To ensure revenue necessary to achieve the purpose above is one of
the concrete management goal.

RiE-REDHEFG-BEANEETREBN, TNERERET H=HI2H
BN DIERT DIENERMITINE BIRELT D,

@Growing process of farm into “farm as business”
EERENEDRRELTORERE INERLTLKERE
Management objective is changing with the growth of farming.

Income comparable with industries, profit, innovation, demand creation,
business expansion, sustainable growth etc.

REREEHICTREBRZREIEILT D, tMEXILADFRF. FlFEH. 1/ ~N—23
V.EREBRAE. FROILK, FBEREE,
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Income

= Sales - Managerial Cost

= Equity Interest + Owned Land Rent + Family labor cost + Profit

Family labor income

= Income - Equity Interest + Owned Land Rent

= Family labor cost + Profit

Profit

= Sales - Equity Interest - Owned Land Rent - Family Labor Cost
— Return for the managerial ability

FTF=rfla-R=E5H
=HCEAFF+EFE K +REFEHE +FIE
RiEFH BB =EXFE - BF iR - B2 ERFF
=RIEFEBE + 7
HiE =HRE-—HE-FBHE - -ELXFHF
—IREB N D EREN
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5. Cases of studies on issues related farm management
EEEEFICHAET HIMEDEH

1) Factors Affecting Technical Efficiency of Rice Farms in Nepal

MREREORMMEICEET DERICET SR (/=)L)
REONNRER . REOHE MERAR BEONBER:HHZHT7IEX

Farm internal factors- farm Interactions
o —_— Farm external factors- market access
characteristics
l REEERE l
‘ Affects various marketing decisions \

#%/zﬁifél ERRE

‘ Affects various production decisions \

Figure Production and marketing decisions 18
AE-RFTOERRTE




BifHIRERE ﬁ%%%%ﬁ%"

Subsistence farnung Conumnercial farming
[Objectve: Profit making _]
=g ‘ BT RE t FEES
Farm decisions are affected Farm decisions are affected
by informal mstitutions by market signals
BERREORLE yw;r—v» & TSI FIL
-t
eﬁ'ectiﬁ:e more effective
REODERRE &’E?)J'I‘i:ﬁ JE?)J'I‘EE:T%T
I Low efficiency I I Higher efficiency I
BEEMNE K BRENR. 5

Figure Causal link between efficiency and the objective of farming

DREEFEBMEORREBR
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Study Area
Chitwan and Dhading districts of Nepal.

Chitwan : one of the most potential districts in terms of agricultural
production.

Dhading : at the middle of Kathmandu (capital of Nepal) and Chitwan.
Chitwan is more urbanized and has better infrastructure compare to
Dhading. Production zones in Dhading district are farther from the main
urban centers.

22 th s

2~/ 3—JL D Chitwanihig &Dhading#h 5

Chitwan : EE4 E#IEO—D

Dhading : Kathmandué&Chitwan® =1 f].

Chitwan [¥Dhading KYBETIEAEH . 1V TTNEFEINTLVD,
Dhading® =X #hig L& m DS LYBEN TS,

20



Study Method

Data collection by households survey

Number of sample farms: 120 (60 for each district)

Measurement of efficiency by Stochastic Frontier Analysis (SFA) method
Analysis of factors affecting efficiency

R AE

ERAERICKDET—RULE
FEMRERH: 120 (ZiH#X607)
R IOVTAT A HTEIZKONEDETA
NERIZCEETHERDST

21



Table Descriptive statistics of the input and output for the sample farms

Dnstrict

Chitwan

Dhading

Description Unit Mean Standard MMin Max
deviation

Rice cultivated area  Katha 16.18 9.10 2 45
Seed Re/katha 93.86 30.27 31.25 200
Labor Re/katha 1054.52 331.35 260 21214
Fertilizer Re/katha 161.81 62.17 60 J06
Pesticide + fungicide Re/katha 34 92 42 33 0 3625
Livestock Nolkatha 0.23 0.16 0.01 0.82
Productivity Eglkatha 139.66 38.03 65 21428
Land Eatha 10.06 6.44 1.5 37.56
Seed Re/farm 7232 36.69 16,63 190.11
Labor Re/farm 1363.64 671.92 133.03 46604
Fertilizer Rs/farm 155.01 112 29 0 466.66
Pesticide + fungicide Rs/farm 2812 08.83 0 283.33
Livestock Re/farm 0.60 0.55 0.08 3.05
Productivity Koikatha 10839 44 89 3194 322813

Source: Household survey, 2010

22



Table Production Function Estimates (Cobb-Douglas form)

Variables Crozs districts Chitwan Dhading
Land 0.61%* 0.68%** 0.53"**
Chemicals (fertilizer, pesticide 0.29*** 0.34** 0.16%**
and fungicide)

Seed 0.18%** 0.07** 0.19*
Livestock -0.008 0.02*** 0.04
Labor -0.11 -0.11%** -0.13
Const. 4 27 3.88 481
slgma? 0.28 0.16 0.36
Lambda 2.02 1.26e+08 432

Note: ™™™ represents sipnificant at 1% level of sionificance

23
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20 ~

Productivity (Kg/Katha)

139.66

108.39

Chitwan

Dhading

6
T4
T2
70
68
66
G4
62
G0
58

Efficiency - individual district frontier

T4% T4%

Efficiency-cross-district frontier

67%

64%

Chitwan

Dhading

Figure Average rice productivity in
Chitwan and Dhading

Figure Average efficiency in
Chitwan and Dhading

24



Table Frequency distribution of farm-specific technical efficiency

Techmical efficiency (%) Chitwan (n=60) Dhading (n= 60)

<30 0 4

30-40 0 4

40-50 3 D

20-60 G 10

60-70 15 12

10-80 12 11

80-90 14 10

90-100 10 4

Average 74 67




Table Factors affecting technical efficiency

Variables Chitwan (Semi- Dhading Cross-districts
Commercial area) (Subsistence area)
Coefficient SE Coefficient SE Coefficient SE
Degree of 0.13*** 0.08 - - 017" 0.073
commercialization
Education of HH -0.41 0.68 0.23 0.72 0.08 0.51
head
Highest education in -0.04 0.61 1.99™* 0.92 0.40 0.54
family
Ace of HH head 0.43™* 017 0.25*** 0.20 0.33* 0.13
Share of 0.39*** 0.09 087" 0.12 0.59*** 0.078

agricultural income
in total income

Cropping intensity -0.001 0.02 0.015 0.03 0.01 0.01

Sharecropping -0.30* 0.16 -0.021% 0.34 -0.33** 0.16

Constant 29.31 24.74 -21.93 18.03 416 11.64
F 5.13% 6.90™"* 11.60™"*

E-Sq 0.40 0.45 041

Adj R-sq 0.35 0.40 0.38
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Major findings

There is a remarkable gap in land productivity between two districts. The
difference in input intensification, technical efficiency and technology are
the main reason for difference in productivity.

The farmers residing in and near to urban areas have better economic
opportunities in the form of market access compare to that residing in rural
areas. This could be the plausible reason for higher technical efficiency in
Chitwan.

Farmers residing in urban areas are benefitted by easy access to various
production and marketing information.

FELLERE

Mt X OB EFEEDELIMEELNH S,

SHE. BT SERE, HITOEN . EEEKRED X LEHRTH D,
HHEMOERIL. EFNMTFOERELERLT, HE7/EXIZEAL TREW
EIZEENTLNVS, D, ChitwanDEUVVIEMEDREEEEZOND,
x1-. BTERDERIL. kR GEE - RFTDIBRICEZIZTIERATESLC
EIZEH>TREZZITTLVS, 27



Technical efficiency depends on various factors.

1) Higher level of commercialization increases technical efficiency. This
means, a new technology would be capitalized more efficiently in the
location where rice farming is relatively more commercialized.

2) Thus, agricultural development policy should focus not only to the
technological enhancement but also give equal importance to transform
the subsistence agriculture to commercial one.

3) The result indicated that four household characteristics are important
namely age of household’s head, share of agriculture income to total
household income, education of household members and land tenancy
system.

AT R IXIEFIFLHERITIREFELTLNVS,

NEFIEDR LITEMEIEZR ESEL, CDEE, KYBEEIELT-
I DFREIZHE LT, BT EMICEFT T AEEEKRT S,
2)L1=h> T, EERARBERIL. FifD R LZ1TTEL, BRUEEZEXR
MEXICERTLIEICERAZTEWMENH S,

INERXRDFETIE. HFEF. EXFMHREE. EFEDHBFKE, 17
MR RENEETHLEMREINT=, 28



2) Innovation, cooperation and business performance

: Some evidence from Indonesian small food processing cluster
A/ "=y B EE MR

AVERDTDINREBRMIEISRI—D R HHER

Purpose : To understand

@ the cooperation activities of small and medium enterprises (SMEs) in
food processing industry clusters

@ the role of cooperation in improving innovation

3 the relationship between cooperation, innovation, and business
performance of SMEs in food processing industry clusters in rural areas.

HRI:LUTOD3IRZHLMNZITSH
OFRNERMIEISRE—IZHT5EHEST

@ A/ R—S 3BT B EETEIDED

Q@ EMOHNERMIEISRI—IZHITREE 1/ A—23y  BFER
B DRE%

29



Methods:

An empirical survey was conducted on SMEs in food processing
industry clusters. Primary data collected in five SMEs clusters were
analyzed by regression and correlation analyses using the path-analytic
approach.

Hypotheses:
Cooperation is positively related to innovation.
Innovation of SMEs is positively related to business performance.

HiE:

BOMIEEIDRAI—DOHRINMNMEEIZHN T HEREFE,
5DDIZARA—TRESINF=—RT—42% ., BRI ONRBRZERANT
T,

ek

BETEHITA/R—3VIZFEET S,

A/R—23 0 FFINMEEORERRERIZE ST 5,
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Inter-firm coopearation
« Cooperation with customer
| « Cooperation with supplier
+ Cooparation with othar within
cluster

ﬁnpﬂmﬁnn with gmemm%

+ Central government

| + Local govemment

Wme owned companies /

@. with research hsﬁtuﬁh

|| + Universities | /
L}

+ Non-university

+ Business development
senvice provider

AN

Hia

l_

\\'/’ Innovation
| -F'n:ujuct.

Hib

Hz

‘*ﬁ\

+ Production process
/‘j& Markarting _/

Hic

-

usiness pﬂﬂmm%
= Salas volume
» Profitability /

= Markat shars

Figure Model of relationship between cooperation, innovation and business performance

Table Location and type of cluster

Location Type of chuster Number of respondent
Pangalengan District Milk 25
Cianjur District Emping melinjo crackers 30
Processed fish 17
Bandung District Tempe 22
Tempe chip 9 31
Bogor District Tapioca flour 13




Table Demographic and organization characteristics

Characteristics Frequency Percentage
Total nuwmber of emplovees

510 32 19.1
11-20 101 60.5
21-40 23 13.7
41-70 11 6.7
71-99 0 0.0
Education level of manageriowner
Elementary school 38 228
Junior high school 52 31.1
Senior high school 66 39.5
College 9 5.4
University 2 1.2
Amnual sales
< Rp 200 millions 53 31.8
Rp 200 millions to Rp 700 millions 62 37.1
Rp 700 millions to Rp 1 hillion 31 185
Rp 1 billion to Rp 5 hillions 14 2.4
Rp 5 hillion to Rp 10 hillions 7 4.2
Length of operation (vears)
< 26 15.6

510 30 179
10-15 ) 329
15-20 33 19.8
=) 23 13.8
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Table Benefit from inter-firm cooperation

No. Benefit Number Ta
1 Reduce cost of raw material 123 74
2 Access to market 87 52
3 Share of equipment 56 H
1 Share of information and knowledge 74 44
5 Innovation development 51 31

Notes: Respondents could answer more than one choice
The numbers refer to the number of respondents giving a response; total n = 167

Table Benefit of cooperation with government and research institution

Institution
Government Research institution
No. Benefit Number T Number T
1 Fmancial support 125 75 13 3
2 Access to market 102 61 47 28
3 Managerial development 77 46 119 68
1 Technological development 20 48 B8 41
5 Innovation development 55 33 105 63

Notes: Respondents could answer more than one choice
The numbers refer to the number of respondents giving a response; total n = 167 33




Table Motivation for innovation, sources, and area of innovation

Number Yo
Motivation for mnovation
Commercial developments 99 59
New product ideas and developments 3 19
Fmancial rewards 37 22
Competitor action 115 69
Personal satisfaction 12 7
Sowrces of innovation
Internal R & D 15 9
Government 45 27
Research institution 32 19
University 53 38
Customers 112 67
Competitors 101 60
Supplier a7 H8
Awrea of innovation
Product 125 75
Production process 56 3
Marketing activities 114 68
Packaging 127 76

Notes: Respondents could answer more than one choice
The numbers refer to the number of respondents giving a response; total n = 167

34




/ Intar-firm cooperation
« Cooparation with customer

« Cooparation with supplier .
« Cooparation with other within 0.242
cluster

Cooperation with gmemmm / Inniovation
« Central govemment 0.050 + Product 0.381

| » Local government /I }H * Production process

usiness pﬂﬂmm%
+ Sales volume

+ Profitability

+ Market shara /

« State owned companies * Markgting

ﬁp. with research institution
| * Universities

0.280"°

« Non-university *D<0.05
* Business development SEW “* D01
rovider ***p=0.001

Table The result of path analysis
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Conclusion #555

The results of this study indicate the importance of cooperation,
specifically inter-firm cooperation and cooperation between SMEs and
research institutions, in the development of innovation in SMEs in food
processing industry clusters.

Since no correlation was found between cooperation with government
and innovation, government should consider another role in supporting
the innovation of SMEs.

SERIE. BRMIERISAZI—ICE TR INERDA/RA—232D
RRICEITOEHEDEEN, LICEERDEZE L FEMERHE LD E
BEOEZEMZETRLTNS,

BT EDEEICDODNTIE, A/ AN—23V EOBFRIIERHoNGEMN =2
Mo, BFFIEHRNERDA/RN—230%345T 5 L THDRENZIRETT S
ENHD,
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Although cooperation with research institutions has a pronounced
influence on the innovation of SMEs, SMEs consider their consumers
and competitors the main sources of their innovations, not the research
institutions.

The results of this study show significant relationships between the
innovations of SMEs and the business performance of the firms.
Therefore, it can be concluded that adopting innovative practices tend
to generate competitive advantages and lead to better business
performance for SMEs.

MREEEDEEIL. PINEEDA /A= aV [CHEEGEENZHF->TL
2500, FINERFIAEHETIILGL BEE PR MENA/R—T3
VDEGHEEREEZA TS,
PINERDA/R—2a 0 ERERROEICEXARGRAZRNH S, LI=h o
T, ZTNIIRAI D2 EHFOTINHFBAUZTERL, P/IEXOBREERR
ZEOINRBHLHERERTTOND,
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3) Choice of Contract Farming and its Impact on Agricultural Income

. A case of Vegetable Production in Bac Giang, Vietnam
DINEEDBIRNEERBIZEZBE . A LBac GianglZH 155

XKEEDGS

Purpose: To clarify following questions.

(MHow do the farmers participate in the contract farming in vegetable
production in Bac Giang Vietham?

@What are the main factors influences on the contract choice of
farmers?

@ Does the contract choice affect on the farmer’s agricultural income?

BEY: LI TORZHSNIT S,

OR+FLBac GiangDER(L, LWL THEREEDEZNEZE(IZSNT
D/ ?

QERDEHERICEET DT ELER LM ?

@EZHERIL. BRDEENBICHETHMN? ”



Table Vegetable production and contract farming in Bac Giang

Vegetable cropping and contract Lang Giang Son Dong Total

Households Non-crop vegetable 1 7 8
Households crop vegetable without contract 6 0 6
Households crop vegetable with contract only 2 17 19
Households crop vegetable with contract and without contract 18 0 18

Total 27 24 51

Households’
characteristics
Contract Agricultural
S | choice »  income
Farm size

Irrigated land

Figure Concept Model of Factors Affecting Contract Choice and

Agricultural Income 29



Table Definition of Variables

Variables
1.Age of
household’s head
(HHH’s age)
2.Gender of

household’s head

(HHH’s gender)
3.Education of
household’s head
(HHH’s schooling)

4.Loan (loan)
5.Agricultural
income

(Agiincome)

11.0wned cash
(Owncash)

Indicated by
Year

Male/Female

Year of schooling

Total money borrowed
from the bank and other
sources until survey time
Sale — Cost (Fertilizer,
pesticide, seedling,
renting, feeding, and
veterinary)

Cash owned by
household annually to
cover for daily life and
production cost

Variables
6.Total labor
(Totallabor)

/. Total land
(Totalland)

8.Fullirrigate
d land
(Fullirrigated
land)
9.Contract
(contract)

10. Fix
asset
(Fixasset)

Indicated by
Number of persons who are
from 16- 60 year old

Cultivated land + Resident land
+ land of Livestock +Other land

Proportion of the land is
controlled by good irrigation
system

Yes/No Choice

Value of all asset owned by
household including: Buffalo,
Cows, Motorbike, Bicycle,
Pump, House, Television,
Machines



HHH's age

HHH s gender

HHH schoolng

Totalland

Labor

Loan

Fixasset

¥*%- *% ¥ Sipmficant at 1%; 5% and 10% level respectively

Owmeash

Fullimigatedland

Figure Path diagram of estimated model

E. P value

Contract choice =-—  Fullbmigatedland | 0.717 000
Contract choice  =-— Ommcazh 0.104 240
Contact choice <-—  Fixedaszet -0.041 B42
Contract choice  <-— Loan 0243 00e
Contract choice  =-— Labor 0.026 186
Contact choace <-—  Totalland 0.142 139
Contract choice  =-— HHH schooling 0.026 185
Contract choice  =-— HHHs gender 0.0E9 330
Contract choice  =-— HHH's age -0.004 269
| Agpmnconss —— HHH's age 0.219 047
Agmncoms - HHH's gender 0212 037
Agmncoms - HHH schooling -0.084 447
Agmncoms - Totalland 0317 005
Apmncoms - Labor 0.170 124
Apmncoms - Loan 0175 140
Ammncons -—  Fixasset -0.026 811
Apmncoms - Cramcash 0254 023
Azmncons -—  Pullbmgatedland | -0.088 B0l
Agmincoms -—  Contract choice 0443 007
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Conclusion and Policy Implication #&if&éEBENESE

Contract choice brings farmers more income.

The policies of government to promote the participation of farmers in the
contract farming should be continued for achieving the goal of poverty
reduction in rural development process.

But it should be considered about the factors affect to the crop choice.

It indicates that full-irrigated land is main factor affect to households’
contract choice in growing the contract crops.

From this point, the investments into the irrigation system should be
encouraged from government, companies and farmers.
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