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Abstract

The analysis of market power of para rubber market’s merchants is a case study of Udonthani and
Nongkhai’s para rubber market. The objective of this study is to study the market power of merchant
middleman in para rubber market and to find out the appropriate market strategies for agriculturist in

order to decrease the disadvantages from selling para rubber to merchant middleman.

This study inquires market power measured by the formula: M = H/ | n| , H = Herfindahl
index, | n | = the market demand elasticity. This study analysts two kinds of para rubber market, cup
lump and sheet market, because these products are popular for Nongkhai and Udonthani agriculturist.
It was 93.49 percent for cup lump and 60.87 percent for sheet. In Nongkhai province the researcher
focuses on cup lump because the merchant middlemen in this area are always buy this kind of product
whereas in Udonthani province the merchant middlemen are interested in para rubber sheet.
Moreover, this research will study about the competitive qualification between agriculturist and

merchant middlemen in order to know the strategies that each side plays in the game theory.
The result of the study is as follow:

The market power value of merchants both cup lump and sheet in para rubber market in
Nongkhai and Udonthani in 2007 were 0.0358 and 0.1834 respecttively, which were close to zero. It
means that the competition a.rilong ‘the merchant middlemen was severe. They did not concern much
about return, but they were interested in the greatest possession of para rubber or might be called
quantitative competition for quota exporting to trade countries. It caused each merchant middlemen
had low market power to set price and quantity which came into line with the consumption of para
rubber in world market in 2007. It had 345 excess supply metric tons during third quarter, and 77
metric ton on first quarter in 2008. These caused price of para rubber increased steadily. In addition,
the number of inventory in world market was stable, which showed that para rubber trade in 2007
was without hoarding. Furthermore, the market power’s comparison between cup lump and sheet

market found that two great merchant middlemen in sheet market had higl:er market power than the
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four great merchant middlemen in cub lump market. These details showed the number of merchant
middlemen in the market influenced market power value. If the number of merchant middlemen

increases, the value of power market will decrease.

For market strategies of agriculturist in sheet market in Udonthani found that the popular
strategy for agriculturists, who were members of cooperation and sold para rubber sheet for their
cooperation that they managed a bid themselves, was the agriculturist decided to sell para rubber
sheet to the merchant middleman who won a bid on that day and bought para rubber sheet within that
day. It was about 60 percent of agriculturist who played with this strategy. In a case of the
agriculturist who did not only sell product for their cooperation which they managed a bid
themselves, but they also sold in general market. The popular strategy that they usually used in
general market was direct deal with merchant middlemen to sell their product. Besides, they would
check information about the price from central market in order to bargain with merchant middlemen.
When they got the pleased price, they would contact the purchaser directly, and they always sold
product to the merchant who paid for deposit previously. It was 87 percent of agriculturist who used

this way.

For market strategies of agriculturist in cub lump market in Nongkhai found that the
popular strategy for agriculturists, who were members of cooperation and sold para rubber cup lump
for their cooperation which they managed a bid themselves, was the agriculturist decided to sell para -
rubber cup lump to the merchant middleman who won a bid on that day and bought para rubber cup
lump within that day. It was about 58 percent of agriculturist playing with this strategy. In a case of
the agriculturist who did not only sell product for their cooperation which they managed a bid
themselves, but they also sale in general market. The popular strategy that they usually used in
general market was selling the cup lump to the merchant who won a bid on that day, and purchased

the cup lump within that day. It was 44.40 percent of agriculturist who used this way.

For the competition analysis between agriculturist and merchant middlemen found that each

side used mixed strategy. It means that they did not have the best strategy for the competition, and
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each side had to mix strategies in different proportion in order to get the highest benefit and to lose
the lowest return. The value of competition game in cup lump market was 25.86 percent and the value
of competition game in sheet market was 38.7 percent. The value of game was positive. It showed
that in 2007 the agriculturist got an advantage from the competition. They had higher bargaining

power for para rubber trading than the merchant middlemen.
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Dependent Variable: QDF

Method: Least Squares

Date: 02/14/09 Time: 11:06
Sample (adjusted): 2007M02 2007M12
Included observations: 11 after adjustments
Convergence achieved after 7 iterations

MANUIN

fl

Variable Coefficient Std. Error t-Statistic Prob.
PTF 4.682983 0.052517 89.17064 0.0000 -

P 3.147451 0.008762 359.2279 0.0000

C 50.67697 3.995894 12.68226 0.0000

AR(1) 0.929966 0.359665 2.585643 0.0362

R-squared 0.999985 Mean dependent var 656.5576

Adjusted R-squared 0.999979 S.D. dependent var 17.69286

S.E. of regression 0.080603 Akaike info criterion -1.923279

Sum squared resid 0.045478  Schwarz criterion -1.778590

Log likelihood 14.57803  F-statistic 160608.5

Durbin-Watson stat 2.075618 Prob(F-statistic) 0.000000
Inverted AR Roots .93

Estimation Command:

LS QdF PTF P C AR(1)

Estimation Equation:

(_]::I_F =C(1)*PTF + C(2)*_P_: C(3) + [AR(1)=C(4)]

Substituted Coefficients:

QdF = 4.682982908*PTF + 3.147450743*P + 50.67696963 + [AR(1)=0.9299662267]
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Dependent Variable: QF1

Method: Least Squares

Date: 02/14/09 Time: 11:58
Sample (adjusted): 2007M02 2007M12
Included observations: 11 after adjustments
Convergence achieved after 1 iteration

IMNAAUIN I

Variable Ccefficient Std. Error t-Statistic Prob.

PTF1 246.6908 1.52E-08 1.63E+10 0.0000

P -10.74577 " 1.18E-07 -91065901 0.0000

C -8151.340 9.23E-06 -8.83E+08 0.0000

AR(1) 0.002500 0.380357 0.006573 0.9949

R-squared 0.998833 Mean dependent var 8594.836

Adjusted R-squared 0.997842 S.D. dependent var 9067.287

S.E. of regression 1.74E-06  Akaike info criterion -23.40555

Sum squared resid 2.13E-11  Schwarz criterion -23.26086

Log likelihood 132.7305  F-statistic 9.01E+19

Durbin-Watson stat 1.899755 Prob(F-statistic) 0.000000
Inverted AR Roots .00

stimation Command:

LS QF1 PTF1 P C AR(1)

Estimation Equation:

QF1 = C(1)*PTF1 + C(2)*P + C(3) + [AR(1)=C(4)]

Substituted Coefficients:

QF1 = 246.6908231*PTF1 - 10.74576736*P - 8151.339932 + [AR(1)=0.002500072018]
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