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The Rubber Pricing Model and its Application to Rubber Farmer
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Abstract

This research was to explore 1) the production characteristics, product, cost, market
price and obtained profit of farmers from natural rubber cultivation; 2) the exiting market
efficiency of Agricultural Futures Exchange of Thailand (AFET) and pricing transmission in
rubber trading from the world price to local price; 3) the effect of the world price’s changing
on income of rubber farmer; 4) the appropriately rubber pricing model. The particular methods
used in this research comprised a survey research, data descriptive analysis and statistics,
mathematical economics model, and econometric method. Tools such as Unit Root Test,
Granger Causality, Cointegration, Vector Error Correction Model (VECM), and Multiple
Regression were applied for finding out the fitted model.

The findings shown firstly that the samplings of rubber farmers in 2015 had primary
education and were landownered for plant. The RRIT 600 which they always bought from the
local merchant was very popular for growing rubber. In addition, the main product of rubber
cultivating were cup lump and field latex, respectively. The average variable cost of rubber
farming equaled 8,144.15 baht per rai, but the mean of yearly income in 2015 was 6,236.45
baht per rai. This meant that average income of rubber farmer was lower than average cost of
production. The farmer earning from rubber selling was the main income, but most of them
ccurrently faced the debt problem. Secondly, determining factors of the farm price of rubber
consisted of expense on rubber farming, income from rubber farming in 2015, and latex price
in 2014. These variables were significantly positively correlated with field latex price in 2015.
In addition, changing in price of ribbed smoke sheet 3 in AFET had significantly impact on the
average price of unsmoked sheet 3 in the central rubber market. Both prices were long-run
cointegrated relationship. Thirdly, the rubber pricing model indicated that short-termprofit of
local farmer on rubber plant depended solely on the world price of rubber in short-term. In
empirical study, a change in price of ribbed smoke sheet 3 in Singapore Commodity Exchange
Ltd. (SICOM) significantly determined fluctuation of farm price of rubber. Both prices were
also long-term cointegration. Finally, the result stated that the VECM was an appropriated
pricing model for forcasting the farm price and price of unsmoked sheet 3 in the central rubber
market.
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