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This research is about the study of the impact of government policy and role
of lender-trader on returns to farmer, focusing on maize production chain. By using
sequential game analysis to capture specific characters of Thai rural maize market, the
research analyzes factors that affect farmers’ benefits and studies possibility of
promoting competitiveness among informal lender-traders who lend loans to farmers
and purchase their products. The first scenario case shows the situation where farmers
have access to both formal and informal lender-trader, while the second captures the
situation where the farmers can only access the informal lender-trader. Scenario 3
looks at government intervention in maize market through price insurance scheme,
whereas the intervention through informal interest rate channel is discussed in the last

scenario.

Result shows that the factors that positively influence farmer returns are
wholesale price and a number of informal lender-traders. The factors that inversely
affect the returns are external interest rate, loan ceiling determine by formal lender-
trader and the informal monitoring lender’s cost. Contrasting to a common belief,
raising the loan ceiling actually decreases farmer’s returns, while increasing in the
number of informal lender-traders in the market helps decrease informal interest rate.
In addition, to use the price insurance scheme, the ability of government to choose
the reference price the matches the real market level plays a critical role. Finally, the
intervention through informal interest rate would benefit farmer only if the level of
informal interest rate chosen is higher than the opportunity cost borne by the informal

lender-trader.
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a) Original Value Chains

NWASNS ——=  WemAunaly  ——> aann/lssd/usem

NAKER NAKER
Farmers Middlemen Market/Millers/Companie
b) Centralized Model Suslangndude
_____________________________________ R
: | \/ i
1
' ' ! v a o
L nwesnsiedey ——>  nwesnsnelng ———>  dediaunan > 1s98/A0SEw
| HANER NAHER HAKHAR
1
! Small Farmers Large Farmers | Middlemen Millers/Compani
L e e e e e e e e e e e e e e e e e o 1
T JFua T
MuundnaIU Avundngiu
Government
o) Nucleus Estate Model
yidayan m
InEAINIlWATe ——> UIENN —>  fhdyan
NAKER NAKER
Satellite Growers Estate Pilot Agents Contractor
T TAuugdnszuaunwan ‘
wazmalulad
d) Intermediary & Multipartite Model
M e waslo
ASHER
WNYAINT ——>  naununInsusiyg > UM
NAKER NAKER
Farmers CF Farmer’s Group Processing Firms
e) Informal Model
yidaya yidayan
LNWANINT —> WOANAUNA —> U
NAKER NAKER

Farmers . Middlemen . rocessing Firms
Yaduns Yadens

fi11: Sriboonchitta and Wiboonpongse (2005)
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? (Chaudhuri and Banerjee (2004); Chaudhuri and Dwibedi (2002); Gangopadhyay and Sengupta
(1987); Gupta and Chaudhuri (1997); Hoff and Stiglitz (1997))

* (Chaudhuri and Banerjee (2004); Chaudhuri and Dwibedi (2002); Gangopadhyay and Sengupta
(1987); Gupta and Chaudhuri (1997))

> (Chaudhuri and Banerjee (2004); Gangopadhyay and Sengupta (1987))
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c'<C Farmer — el
lender-trader
G =C iz, =(P-P)), +—7);
Farmer ¢, =0 g
Formal
H?XY:PQ—(I‘H‘)C lender-trader
C">C _ _
Farmer nex 7z, =(P~PYIO+(—)C
i
c,=C
max Y =PO-(1+r)C~(1+)C, Informat
' lender-trader

nEx 7 =(P-PXI-PO+i-7)G, —n

117 : INNTRONUUUYDEITY
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ngAnssuN13dndulauaanunsns (The farmer’s behavior)
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WNERINTEISUTEIAINNNTVIEHANER WU P sanilaniienandn 1neNsia1sude

[
Y [

IlnafinunsnslasuTuegiuUsinanandntlnadesdniiavunindala Asaunis
P=1-Q=1-(Q+Q,) (1.1)

lagf Q(C)=~C dunuveinisnaudeindu 1+r denilamiigduide inwnsnsiden

USinadugensmuaidesnisfaindnneenidenlasuaintemeaunansluszuuiivevilvinu

[
v Y o

Iginnlsasan (Maximize Profit Y subject to C) datumlsvaununing Aaunis
Y =PQ-(1+1)C (12)
By the first-order condition,

Y gt ~ (147) =0 (4.3)

dC/ "SRl

v LY Y] = 1

o d 1 sl o 5
LUDNYIN — <0 W31zazuy L\iaui%aiéwué UNUNADIIIUNY
dQ: Q/CF

gegavaNuRINIlagNTsiionUTMEUYe

1@1u15a%nbs

NE@UNIS (1.3) 9l USuadudonanuniinemnsnsdodns fAs

2
c’ = {#} (1.0
2(2+r)

NTY NINTUIIRUAULTDNNOAIAUNAI M UTEUUMAUA LN EATNTHARLAUAIUITE

Al aunsouudlailu 2 nadl fie nadiusn Twnududeiinuasnsdeinisteeniviawiniu

a1 14

WRUAULTDNNBAIAUNANIUTEUUNNUA L Ay NTMNADS INUILFUTBTLNYATNIABING

[y

1NN NRUFUTNNOAIAUNANIUSZUUMNUAL T518az1DenvkRazNS el
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A5l 1.1 91U UAUETLNYATNIABINITUBYNIINIBLYINNAU IR UA U BNNDAIAU
nansluszuuimuali] (C7<C) azldin invnsnsazddudevisnunainvefaunaisly

SYUU YuAe

2
C. =C :{2(21+ r)} (1.5)
D!
- ch_F_ (1.6)
C, =0 (1.7)

nghinssun1sinaulavesnaAinunalsluszuy (The formal lender-trader’s behavior)

v

WoAAUNA1TlUTEUUITLEI A LIgeaainIndIus19TEnI1eTIASudet 1 lng

& v Y v v PN v & @ 2 o
desdnIaninuasnsiuvglinulsenue1msdnd aausiailssuemsdniidunninun

Y

(% ]

Laziinndiussenindnsnenlenauivuaiudnsnendendesingliiuwnaadunu
Agusn lagnisiienysunuduendeinsiiinunsnsy (Maximize Profit 77 subject to

Ce ) Asauns
7. =(P-P)Q. +(r—r)C, (1.8)

wnu P=1-/C. wazaunis (1.6) luauns (1.8) azla

7 =| P-(1-C0 ) |{Cr + %—2—? C (1.9)

F

By the first-order condition, 2z1¢71

dre _P-1 ., 1 5 ¢+ 9 (1.10)

dc. 2Jc. = 4/c.




28

[y YY)

d' d 1 & A s Ql' Y- °
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gegaramAuna1alagnNIsienUSEUYe

PnFUNIT (1.10) agla

— 2
. | 2P-1
C. = 1.11

F {4a+r)} (1.1)

wnuaun1s (1.11) Tuaunis (1.1) wag (1.6) ald s1a5utad i lnaiinemnsnsiasy Ao

prog-2P-1 (1.12)
4(1+1)

an51MRNLTeNNEATNSIASUININNBAIAUNANTUSE UL D

R ) (1.13)°
2P -1

WUENNIT (1.11), (1.12) wag (1.13) luaunis (1.2) wag (1.8) 3zl Alsveunuynsnsng

AULYDIINNBAIAUNANLUTZUUWINUY AD

Y = 2P-1 (4.14)
8(1+T)
way AlsvaaianIrunatdlusEuy Ao
D 2
E;ZQQLEL (4.15)1°
16(1+T1)
9 P >0 uaz r >0 fsadle T>2P -2

10 Y >Ousz z." >0 fidieiile P> >
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(%
Y

N

29

I M5UsUs1IANSURI M lneavedlsaany (P) wsasnsinenilefinemaunandlasy

fAlsvosnaniAu

g 9
oP or
: 2o @P-D
P 4(1+T) A(L+T)?
—4@+T) 2
* _—<0 _— O
r (2P -1)? 2P-1
2P -1 —(2P -1)?
. Py, ey
8(1+T) 8(1+1)
* ;>O ﬁ<
Y 4(1+T) 8(1+T)>
__ _ __ 2
. 2P _1 J4 (2P _1)2 §
4(1+1) 16(1+T)

11 1 31NNIAIUVRIEITY

Proposition 1 Aglaaniunisalinensnsaiunsagauennediaunaenslussuumas
wanszuy lngUsunududeiinuaiiinynsnsdeiniseg ngluradunvenaunaislussuy
Amun WneRINTNFUTeINNeAAunaIuluszuuwty Agladn MlsveunynInsay
N S S

Ty Araiile

(% £
[ =

a) 115U Fetlnavedlsanue M sERgey i lineAAunaaiaInI Iy
YSunamandnineinisiuredandnaenidelunmsiiuieluninunsns duvulunisudn
Ilnadesdnivewnynsniniaidegelalimnunsnsndudeiiy 1n¥nINTIe@NTandn
F1lnadesdadlaiinay Weusnadnlnaisdudunalisiasudesamiunalnaain

! [ d' 2/ ! (Y & [ 4 L7 Yo o
agalsfinunavesnaNanaitesninavesdnsinende Mlinunsnsdenalasunils
AT

b)  dnvmenilyvesunasiunuatguendiag vilaunulunisgaueiiieun

Uaeg)lifiuinunsnsvesiomaunaisiag lwdwsnsamnunsasinenitelunisiimaiie
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ehalinunsnsiiunisfawide dwalilsunanandnlunaiaiindy s1A15udedanas Nl

NARDTLAUIIANLRENINDRSINENL 8V I NERsNSSaRdlasunlsiuTu

a0 v

N3l 1.2 UIUAUTTNYATNIABINITINATIIRUAWTNNaA AUnaslusEUY
fmuelii (C™ > C) aglddnnensnszddutonnnemaunarsiussuumunasiinefiau

NANSLUSEUUMNUA LUAD
C. =C (1.16)

N1 IneRInsAesinduladenUSuadugeNfen1sinneAIANNAINUBNTEUUIIN

aun1sinbanagliannnsfaueaINNeAALNAIYIsEed feauns
Y = PQ—(L+1)C, —(L+i)C, (1.17)

JUAD

Y =[L-/C +C,)JC +C, —(+1)C —(L+i)C, (1.18)
By the first-order condition,

gyansaiag
dC| 2 6+C|

~1-(1+i)=0 (1.19)

NauNT (1.19) awle USunaduelinunsnsfainwemaunalsuenszuy Ao

2
C'= {L} -C (1.20)
2(2+1)

|l =——-2 (1.21)
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ngAnssun1sdndulausanadinunaldlussuy (The formal lender-trader’s behavior)

WoAAUNA1TlUTEUUITLEI A LIgeaainIndIus1asEnIesAnfudet1ilng

¢

Aesdnitumaiuieillssnuemsdniiudfmuaiasinandiuseseniednanonde

Y

Naunmuanudnsinenilendesdnglviuunasiunuaisuen tnenisidenuSuiuiaiu
AuPeNfaInsInuAINs) (Maximize Profit 77 subject to C) 73il AvualviinenIng
fosthnanantnlnainanlavgauldiunemaunansdussvudusuig SQ wazvielinu

wamaunauanseuutudiy (1- B)Q azlain Mlsvewmiamaunardussuy fe
7. =(P—P)fQ+(r—F)C (1.22)

o A
UUAD

=[P—(1-/C+C,)IB{C+C, +(r-F)C (1.23)
By the first-order condition, aglaan

d”f:ﬂ P__l +1|+(r-1)=0 (1.24)
dC 2,/C+C,

NAUNTS (1.24) azle

c {L__l)} -C, (1.25)"
2(r—r1+ /)

! oy Uinamandednilnaiinaaldde Q” =,/C"+C, 2( ) wazQ >0 Arelle
r—r+

[ P

P > Lidulunuifevlvweseysiusidaesivilianunsamiilsgsanvemiofaunatsluszuls
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ngAnssun1sdndulausaneA1AUNa1Iuenszuy (The informal lender-trader’s behavior)

Y

WOAMAUNANUBNTLUUILUANNANLTAERTAAIINEIATENINTIAFUTRT I TN
& v v o & v & Y o a ] ' 1 [ &
desdnituanfugenlssnuemsdaniidudivun wasiinandiusesenindnsnenile
= ° Y & Ay ' 2 o 1A = = a 4 4
Mnurivuaiudnsinenilefesdneliuurdalunuatsuen Tnenisidenusunaududen
Aoen1sliinunsnst (Maximize Profit 7, subject to C,) aglad1 Mlsvesnesaunalswen

SYUU AD
7, =(P-P)1-B)Q+(i—F—-m)C, (1.26)

o A
UUAD

7, =[P-(1-/C+C,)]A-B)JC+C, + ﬁ—z—r—m C, (1.27)

By the first-order condition, ag 1N

dﬂ:(l_ﬂ) —P_‘l el ZC_J;C' ~(2+T+m)=0 (1.28)
dc, 2,/C+C, 4l JC+c))

_ 2
wnu C,” ={L__l)} —C" Tuaunns (1.28) agla
2(r—r+ /)

& B

N [2B(P-D)A+F+m+ B)-2(P -1~ )(r —F + B)—(r—F + )| (1.29)

wledn dnsmenilennedaunardlussuuimualiiuinuasnsiinaenin fie Meiduves
JRUAUReNAUlY $1A15UTRYRLTIUIMNTERT 9RT1neNUEYDILNAIIU UAEUBN

way dnalrulunisueAuliiuNeAIANNANSIUTEUU AIEUNIT

r'=f(C",P,T,5) (1.30)
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wnuaNN1S (1.29) Tuaunns (1.25) agla

_ 2 2
C = PPY e M e (1.31)
2(r -7+ /) 20
oot S=r"—T+p uaz u=pFP-1)
WNUENNIS (1.30) Tuaunis (1.21) wag (1.1) azla Snsmenidefinediaunaliuenseuy
ANUR A
i =—-2 (1.32)

1ASUTDTINALRIAN NN YATNTLASU A

P LA LEs (1.33)
20

Mnauns (1.17) aglain mlsveanessns Ao

v oM Gl o (1.34)
46 y7i

nauN1s (1.23) agladn Mlsvesmeniaunanalussuu Ao

2
7 =4’%2(,B—25)+(r*—F)C_I (1.35)

waraINauNs (1.26) aglain AlsveswisAAunalusnszuy Av

7 = 4;52 [ﬂ5—ﬁ(1—ﬁ)y—(2+f+m)ﬁy]+5(2+F+m—%] (1.36)

(%
Y

P98 N15USUTIANSUT R INALAg9dRI99915997U (P) 138 9ns5190ntJevaawnad
Rununieuen (F) 138 AUNUNNTINAULAINYATNTVDINDAIAUNANNUBNTEUY (M) 130

daarulunisvienananlinuneniaunatstussuy (B) v9e 29duduidafineAiaunand
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fualiinuasnsila (C) Suadesian snsmende Ysununsgaude dlsveununsns
MlsvasasAuNa1sluseuy kagmlsveiamaunalsuanszuuinaunm lagauisaasy

a =2 14

lafen13190 3.2-3.4 dmsunsalfinuilusuudraedlfideldnisinseiideday e
U = 1 L% 1 U d’l
NANNSEONAYDIRINUTA) P9l
1. sanfudetalnadesdaivadlsanu (P) AesAuinnid 1 anteulavesayius
% U dl
uRuidas
2. M3MMuA §nT1neniUeveaunaiiiuunieuen (F) AununIsmAiuguanynIng
YaanaAIAUNaIuansyuU (M) dadiulunisvienandnlinunemaunatstussuu (B) uag
a a & &1 v ° v Y ,~\ o = I Ao g v 1 a
JRuEugeiemaunaimualinunsnsgle (C) ymsidenAiminlisasutonanin (
P) snsnenilevesneninunalslussuu () dnsinendevesnaniaunaisuenssuu (1)
Uainamsiaude (C) Mlsveunwasns (Y) Alsvesweraunansluszu (7, ) uagrils
YDINBAAUNANUBNTEUY (77, ) NRasaImilA1uinnil 0 uazvinlidnsnenidevesian
Auna1sluszuuteeninensnenilevssnaaunatuonssuy (I <1)
ity AdgRdedenuildlunsiiasie lawn
1) s1e15udetnilnadesdnivedsenu (P) wiiiu 1.01
2) dnsmenlevaaunaiiuyuniteuen () wiiu 0.5
3) AunuUNSIUALAINYATNIYBIIBAIAUNAIUBNTEUY (M) Wiy 0.9

4) dadulunsuvenananlinuneaaunalstussuu (B) Wiy 0.5

5) aeRudugenvieAmaunaimualinuasnsle (C) wiiu 0.001
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P=1-Q=1-/C (2.1)
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v v

fadudunaunsiausanalinegun 3.3
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[V Y {

JUN 3.3 ddutuneunsiaunuvenEnsnskazweaunaslunsali 2

Formal TMAX 77 =(r-r)C

lender-trader

pd e

Informal P=1-0 Informal l"f(lfTWTg- — (I_J_P)% Q+(f—i‘)q. _kaL
lender-trader lender-trader
Farmer m(aXY=PQ—(1+i)C

@
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18NN UTUNDUNITLAY P91

First stage: WoAaUunasluszuumMuualsuadusefiaeinslineAInunaisuen

szuuf) Welinuldsudilsasan Famsivuadsunduevesieiaunaislussuuasiing
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regnsmenienneiAunauenszuuatlasululauie
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WeuaMlsganiitinandiuseseningansugetnlnafinensnslasuiuiasuaei
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v @ Y ! Y v 1 14 = a a ~ 1% 1
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Third stage: LnwaTnsazindulaldenUiuiudulds C 21n51A5U%0 way 9n9)

nonienlasuanemeunatsuenssuuierinulinilsasan

TgmsunUyvuuugaundu (Backward induction) lumsiiasenasnisindulavesiauus

[
v v [

ALAIRNUTY 9

nghnssun1sinaulauannunins (The farmer’s behavior)

nensnslasuneliannnmsuenands windu P devdiignandn fuyuvenis

Augeuiniu 1+i sievllantienisamu datumlsveanuymsng fAaaunis
Y =PQ-(1+i)C (2.2)

lae?l P=1-Q waz Q(C)=+/C tnunInsidenUTuIadueiinein1snIINNeAIAuNaid

uamwmﬁaiﬁmulﬁﬁﬂigqqm (Maximize Profit Y subject to C)

By the first-order condition,

& _ 1 _asiy=o (2.3)

dc  2JC

NauN1T (2.3) awle USinadudeiinuasnsfanwemaunans Ae

c - {_1 _ } (2.0)
2(1+1)
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ngAnssuN13dndulausIneA1AUNa1Iuenszuy (The informal lender-trader’s behavior)

WOAAUNANNBNTLUUTIAR LA bIaeanTina1NEIUA19TENI19T1ANTUTR

¥

£ & v 6 Y v 6 = v & &
I1lnadssdnlIanninensns lglrnulssnueImsdnd a1us1ailssueIsdn Il us

Y

AUA AZLAAAINAIUANITENINDNTIABNLDENAUNNUA NUBRSINENTeNABI1e RN U
WoAAuna1sluszuy tnensienUsunaduleiidesnisiiinensnsy (Maximize Profit 7,

subject to C,) A9aNN1S
4A NNy
7 =(P=P)~LQ+(i-n)C, 2.6)
wnu Q =+/C uazauns (2.5) luguns (2.6) agla

7z'k:(5—1+\/E)%\/E+(L_2_r_mk)ck (2.6)

2JC

By the first-order condition, 2z1¢11

dz, _(2P-1)(2C-C))

—(@A+r+m)=0 2.7)
dc, acC ( )
d 2P -1)(2C-C
7, _( ) 2) ~(@+r+m,)=0 (2.8)
dc, acyc
Fun s uTaun e
dz, _(2P-1)(2C-C,) C@eram)=0 (2.9)

dc, 4cc
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Y1aunsNInUeANtaann First order condition squfuagle

— 2
C'=C,+C,+..4C, =( (2n=1(2P-1) j (2.10)
An@A+r)+(m+m, +...+m.)]

( E{(Zn ~1)(2P -1)

n 4JC

—(ml+m2+...+mn)}—1 (2.11)

ngfinssun1sinaulavesnarinunalsluszuy (The formal lender-trader’s behavior)

WomaunadlussuvITLaIIMlsgeaniiinandiuf1asenindnsnenilenau
AvualinuneAIAunasuenssuLiudnsnenlenaednglvifuwvaaduunieuen lag
nsienUsunudueidenislunemaunalauensyuyy (Maximize Profit 77 subject to

C) azlen Mlsvesnamaunalsluszuy Ao
7. =(r-1)C (2.12)

wnuaun1s (2.11) Tuaunis (2.12) agla

T = (l{(Zn —)(2P 1) —(m+m, +...+ mn)}—l—FJC (2.13)

n 4\/6

By the first-order condition, azl¢a1

dz. _(2n-)(2P-1) [n(@+T)+(m +m,+..+m)]
dc 8ny/C 2

=0 (2.14)

avle71 USunasdueninesaunanslussuuimunlvnadaunauenssuug Ao

c :( (2n-1)(2P -1) j :((Zn—l)(zﬁ—l)] (2.15)
8[N(@+T7)+(m, +m, +...+m,)] 8[n(+7)+M]

g M =m +m,+...+m
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P (2n—1)£2|3—1) (2.16)
8n(l+1)+M]

wnuaNNS (2.15) Tuaunis (2.11) agle 9as1mendeNneamAuUna uanszuuILlasu Ao
* —_— M
rr=201+r)-1+— (2.17)
n

NAUNIS (2.5) azle dns1menleNinemsnsiasy Ao

i 4[n(1+F)+M]_2

= 4 (2.18)
(2n-1(2P -1)
WUENNNS (2.15), (2.16) way (2.18) Tuaunis (2.2) agls Alsvaunumsns Ao
v £ AE2P 1) (2.19)

16[n(A+T)+M]

naun1s (2.6) azld MlsswivieAaunasuenszuunsaesglasudlafidunulunsiiiu

[ - A
AuALNEATAIVIAY (M =M, =..=m =m) A

_ (2n-1)(2P -1)?

T = AT, AT = (2.20)
UHUEALG# " 32n%[1+T +m]
wazanaums (2.12) agld Alsinedaunarslusyuulasu fe
. (2n=1)%(2P -1)?
_ ) ( ) (2.21)

F o 64n[n+T)+M]
b X y v & v =4 & -
el nsufusiasugednlnaveslsenu (P) nie dnsinenidevesunaaiumu
Aeuen (1) vie suyulunismiuguainensns (m,) ¥3e I1UIUNDAIAUNANUBNTLUUT
= = ' Y & = va A o ° %
flupain (n) dnasiesia snsmenidey Usunanisndude mlsveununins misvesnes
Aunantluszuy wag AlsraanamAunalsuanssuLfinaenn lngausaagulaninisned
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JUN 3.5 ddutuneunsidunuvetnensnsuazamaunaslunsdli 3

Formal MAX 77, =(r-r)C

lender-trader

e N

Informal Informal max, (P—P)%Qﬂi—r)@ e
lender-trader lender-trader '
Farmer H?XY=6’}3Q—(1+1')C

117 3INNNTOBNUUUVRIRIRY

[

TReTaNPuUTUADUNISIAY F9T)

First stage: WoA1AUNANNIUTEUUAIUAYSNIUAWTIDTIABINITITNEAIALNAIIUDN
szuu] wevhlimulasuilsgean Fesunadudenlassdudimmunliiuiensnends

eAAuNaIuenIEUUILlasUNn AN N
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[

Third stage: tnwasnsazsinduladant3uiadude C ansiadsziunipdug

vun wag snsmeniledlasuannesmaunalsuenssuuiiveyilvnulamlsgee

Tgnsunlaymuuugdeundu (Backward induction) lumsiiasienasnisindulavesgiauus

[
v v v

AYANPUTU A9

ngFinssuN1sfinaulauaunuains (The farmer’s behavior)

m‘wmﬂi(ﬁf@%uiaﬁ’mum‘d‘%umﬁuﬁfjaﬁﬁaqmiﬁmﬂmﬁwﬂuﬂmquamz‘uu 11511

[y

Usziunsgduguseneliuinunsnsnsiu asaunis

Y =6PQ—-(1+i)C (3.1)

v P

lag?l Q(C) =+/C tnwnsnsidenUuududeniannediaunaisiielinulaiilsgean

Y

(Maximize Profit Y subject to C)
By the first-order condition,

dy 0P

—=——-(1+i)=0 (3.2)
dc 2J6( )

NauN1T (3.2) awle USinadudeiinuasnsfanwemaunans e

~ 2
c*{ "Pl (3.3)
2(1+1)

i- % 4 (3.0)

2Jc
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ngAnssun1sdndulausaneA1AUNa1Iuenszuy (The informal lender-trader’s behavior)

WOAIAUNAIUBNTEUUILUAIIMINLTaanAnaINNTUIed I lnadesdn iy
15991U91M5d807 waziinandrusneseninensnenidennuimvuaiusnsinenilendes
JrelvnunemaunatsluszuulagnisidenuSunadudendeinisiiinuasnsg (Maximize

Profit 7, subject to C,) #9aunns
_ o Cco
7rk:(P—P)€Q+(|—r—mk)Ck (3.5)

wnu P=1-Q, Q=+/C uazaunis (3.4) luauns (3.5) agla

7= (P-1+4C) EC + (= -1-r-m)C, (56)

2Jc

By the first-order condition, a¥l@a1

dz, _[2(P-1)+6P](2C-C,)

—(r+m)=0 (3.7)
ac, 41CJC (r+m,)
dz, [2(P-1)+6P](2C-C,)
A —(r+m,)=0 (3.8)
dc, 4cc (rem.)
AN auN et
dz, _[2(P-)+6P)(2C-C,) (rem)=0 (3.9)

dc, 4c\c

YAuNSINUANLARIN First order condition saufuagla

C*201+Cz+...+cn:( (2n-1D[2(P -1)+6P] ]

AnA+r)+(m+m,+...+m.)]
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1 (2n-D[2(P-1)+6P]

n 4/C

(m+m,+...+m,) (3.10)

ngAnssun1sdndulausanadinunaldluszuu (The formal lender-trader’s behavior)

WomAunatdluszuvITLaIIMlsgeaniiinandiud1asenindnsnenilenau
o v v Q’lj v ! YV Ia A 2 a 4 Adw
muuaiugnsnenilenfesdngliifuunasiunuaieuen lnsmadenusunduenfenis
TinadA1AuNaIauenszuug (Maximize Profit 7z subject to C) agladn MlsvesnoAau

NANSLUSEUU A
7. =(r—F)C (3.11)

wWNUANNIS (3.10) Tuaunis (3.11) agle

ZTe = 1l @n-DP -1 +oP] (m+m,+..+m) |-F |C (3.12)
n 4J€
By the first-order condition, 2z1a11

dz. _(2n-D[2(P-1)+6P] [nF+(m +m,+..+m,)]
dc 8n/C n

=0 (3.13)

lann Usuaduigenviemeaunarddussuuimuslvinefaunasuensyuu fie

c*=[ (2n—-D[2(P —1) + 6P] T:((zn—l)[z(ﬁ—l)wﬁ]jz 614

8[nr+(m +m,+...4+m,)] 8(nr+M)
lagdl M =m +m,+...+m,
uNUANNIS (3.14) Tuaunis (3.10) azle 9nseandeNneAIAUNaelusEUUAITUA D

M

r=2r+ (3.15)
n
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wWNUANNIS (3.15) Tuaunis (3.4) azls onsinenlenensnsinsume

o 4OPINT+M] (3.16)
2n—1)[2(P 1)+ 6P]
WNUANNS (3.15) way (3.16) Tuaunis (3.1) agla Mlsvaaununsns As
v _ (2n—1)0P[2(P 1)+ F] 517)

16(nF + M)

nauNTs (3.5) agle mlsswdnediaunalsuenssuuiiaassglasudlaifunulunisiiiu

[ - I
AuaLNEATNIIAY (M =M, =..=m_ =m) A

_ (2n-D)[2(P 1)+ 6P)

K = T, T (3.18)
! L=/ 32n%(F +m)?
Lazanaunis (3.11) agld mlsfinediaunanslussuulésu fe
. (2n=D?[2(P -1) + OPT?
Rlkat G il 319)

F 64n(nF + M)

(% [
Y

el n1sufusadudednilnaveslsenu (P) vie dnsinenidevesunaaiumu

v o

Meuan (F) viie sAseiunigimua (P) vie Mmvuamaignsnnensnsagladuan

nsvetlnadesdnd (0) vse sunulunismiiuaiainumsns (m,) 3 FuIuneA1AY

IS o

a a ] Y = a va
natsuenszuuNiilunaia (n) dnasesian dnsinenidy Ysuranisgauiee d1lsves
NwAINT Mbsvasnedaunalslussuy way MlsvaaeAiAunaIsuanssuufnasnIn oy

anansaagulanannsen 3.7-3.8
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BLLMPERILILYELUULL CAS,

" Srs

(N + Au)uzg 0< A+ 1) u9y B (W + )3 60
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L+ )9 (it ) 491 L+ 44)9] u
L+ Wi w9 do+ (- Tl u7) " ldo+(-a)eli+u)- Em +(I-d1-udo— | ¢
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07 ldo+(-dcli-ug)- 0
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(A + Au)ugg

A+ 1) u9T

0<0 #0<

4 e g wo>| d9
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(Maximize Profit Y subject to C)

By the first-order condition,

ay P
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ngAnssuN13dndulauaanunsns (The farmer’s behavior)
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AUTDWINTU 141 soniantigdudin AU lsuaanemnsng Adaunis
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(Maximize Profit Yz subject to C.)

By the first-order condition,

vy, P
= —(@+1)=0 (1.2)
dc. 2,[C,
= d 1 gj = Ly § v o A =2 ! dyl o
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ngAnssun1sdndulausanadinunaldlussuu (The formal lender-trader’s behavior)
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ngAnssuN13dndulauaanunsns (The farmer’s behavior)
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7, =(P-P)Q, +(i—F)C, —mC, (2.5)

P Yya A oA ° av v 3% oA v ¢l o vy
Tnefidoululunslidawde fe Mlsilannnshiddesnnniviawnduinasfinusuls

(Reservation Income: 7, ) thife
(i-1)C, 27, (ct.2)
Agle Lagrange Function Gh)
L, =(P-P)Q, +(i-T)C,—-mC, +4 ((i-T)C, -7,) (2.6)
91NaNNIs (2.4) waz (2.5) azld

L, :(F_’—Pl){ il }(i—r){ il } —m{ i } +2, [(i—F){ i } —ﬁ,} (2.7)
2(1+1) 2(1+1) 2(1+1) 2(1+1)

By the first-order condition, a¥l¢31

dl, _(P-2P) [(-N)@+2)-mP _

: = 0 (2.8)
dR, 2(2+1) 2(2+1)
_ - )
dI_'I =—(P—F.>,)PI +(1—|+2r +2m')(1+/1,)P, 0 (2.9)
di 2(1+i)° 4(1+i)°
: \p2
b, _(=DR-_ 5 _ (2.10)

di, AL+

(%
Y

el oulvouiusdununanazuanisngazdunlun1AKLIN N2
PMNFUNITN (2.8), (2.9) way (2.10) 3¢laI1 1ANSUTNNDAIANNAIIUBNTLUUMNUA AD

P _ (1+7r)P +4[2(1+F_)+m]7?,

= — (2.11)
20+r)+m P
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WALINSINBNLDETNYATNSIASU AB
(2.12)

— 2 —
v _ry 4201+ r_)2+ m)°z,
3)

WnuaNnTs (2.11) wag (2.12) luauns (2.3) agle Usinadueiinunsnsiainnemaunang

YBNILUU AB
5 2

o] L (2.13)

22A+T1)+m)

anaums (2.1) agle flsfnunsnslasu e
. 1+7)P?
Yo MRS (2.14)
4(2(1+T1)+m)
Lazanauns (2.5) agld flsiinedaunatsuenszuulésu fe

(2.15)

T Zaomeasees —— 7|
42(1+T1)+m]

* I 1 52

For interior solution, 7z, >0 fsioilia T <

A[2(L+T)+m]

Frathy
— 2 —
ARATN M e 420+ F) +m)

I =T+ 52

azlaan MlsfineAiaunaisldsuasgenindilsiinensnslasu (7, =Y, >0) Adeidle

2

Y

T <

Il

8(1+T +m)
198 N15USUTIANSUTRY I nAYealssu (P) vse dnsinandenneAaunanalasu

4
() vise wnawinlsiwedaunasiuls (7,) e sunulunisiduguainensns (m) dua

=Dhe

fosiAn dnsmenly Mlsiinunsnsaglasu wag MlsveaneraunaisuanszuufinaenIn

laganunsaagulanemisan wa
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[l + (4 + 1Ty 0>1- dw+(4+1)2le [+ (4 + DTl
0> 0> 0<—————| 1y
od— od~ d *
Jw+(a+1zle < Ju+(4+D2ly Jw+(4+12le
0> 0<I 0> 0< I
d(4+1)- d[w—(1+Dz]- d(4+1) v
Jut+(4+1)20C 0 Jw+(4+1)7] Jw+(4+D2le
0> 0>——— 0< /
m&l Nmﬂl m~ * J
d d d d
L < = e > gL
0 Tlur(arne | O Tu+C+nek | O 2urarnzor 077y fuv(avnelg- |
Alw+ (4 +1)ly <y o> lw+(L+1)2ly <y o>
d(4+]) -7 d(L+T) -7
Lsimiiwvg o< | o< d 0 < NE+E+:N_+ d N_simiiwv;“ e
d(4+1) #30 [+ (4 + DTl Ju 'zg d(4+T) #30
dw+Ce+nzl d d s Cha U
d(L+]) Tuyy ut (4+D)2ly (L+1D) o
wQ ‘zo AQ do
0 0 Q 0

M WIBLUNBUINRLMILALLYILILELY (PN UBLELY
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Proposition 2 lunaiafiedeunasuenszuu loun lalawnyu iWudynuiavianisliduie

LarSUTBNaNaRINAEATNS A8len Mlsveanunsnsazinduiseie

[
=

a) sanfudeilsanuomnsdaidudimungeiy lnemaduteflssnuimun
fuasonistiuunsiaiuteunsdnsnendevesoiaunansfiagimunliuineasns 29
dwalisaniudegetu dunauiilsionldfuanmsudestunnniaasiidmis’® ognsls
Aoumednaunatsansatmuasasmendelimas iesmnelddufilafuannisae
sonananud inwasnstsaunsafaudouasnandnlnaiiosdnldundu dwmalfinumsns

wagvioAmAunasluszuulauilaiagunseg

[
&

b) nsansgnsInenleratunasdununieuen dwadenilsludiureinisiuie
Tngvilvinlsmas Tuvugnlddmademlsandiuveinisuased weAaunalsdanseay
s1AFuFRaniaiuilsTudIUYeIN1TS UL wiad19lsAnIN WAFIRIdINTISIALNERAINTLRY

NsnAUYe andnineniluad LnuRsNIANAULTBLRL

c) sunulunsmiuguainensnsinas vlieAaunarsunisealddneana
WIRsEUNTnangnsInenle dawalinunsnsiasudnsinenielunsidueias inunsns

Jejdudeiindunaliflsvesnuasnsifinduainnisudadalnadedn Slauntuiues

16 = > (1+T)F_)2
P20+ 1)+mP
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91NNISUTHULTBUNTAN W1 WaZNTAN N2 WUIT KNI LSTNBAIAUNAINYIY
a9efimuaiiY (7 =7,) LaznaAIAuNa N TeUUlAuUluNISAAULALNYATAS
(m>0) 9gladn tnwasnsieglunainngnunvinlaererinunadluszuuasiiilsgandn

NEATNINABINAUIBIINNBANAUNAITUBNTEUY

A15199 W5: ANS1UTEUMIBUNSTUN K1 kAN w2

Case 1 Case 2
pr_ P 8+D7 pr_ (NP 420+7)+ml7,
2 P 2(1+1)+m P
" :F+16(1+_r2) e i :F+4(2(1+ r_)2+ m)“ 7z,
P P
P Y P 2
CF*= VRN C|*= _—
4(1+T1) 2(21+T1)+m)
. P . (+F)P?
Yo = —— +7¢ Y, = — >+ 7T,
16(1+T) 42QL+T1)+m)
. Pr X p2 B
e =———— T T, E———————— T,
8(1+T1) 42(0+T1)+m]
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e % a Y v Ao 1wy
NIAIN W3 a519NTBULLIARIINANEAEYRIRaIAt I lnadeAAuNa1slunain 2
UseLnn Ae WeAAuNaelusEuy Lag WaA1AUNa1IuaNIEUL tnen13faueInieAAY

na1dtuszuu inwasnsdndusesdinuanifauloulaniivue 1w dudnning (Collateral)

o =

= 3 Y a [T Y o g v a I &
Wiauﬂﬂaﬂqﬂigﬂu QQQSaquqiﬂi‘sﬁUﬁﬂqﬁanLsﬂ@lﬂ WWIﬁLﬂwmﬁﬂimaqb‘Lu@aqﬂQﬂLL'UQE]@ﬂLU'U

409Ny Ae NuNaNNTaNAUTeIINNBAIAUNAlUTEUY uaNguUAldwdaaINriaAIA

(%
[V

NANUBNTTUY SRUTUNISaUYBUNYATNTIarNBAAUNAIINaDINGUT LY NAAARUBE

[ [
Y 1 Y

FaLau wiviell iaunmualunaindedndyiunisanieldnalnaaniediu daimvuali

[
= (Y

IATuTeTinuasnsiiaeIngulasuTuegiuUSnadalnanuaiinunsnsuanld Asauns

Y

P=1-(Q: +Q)=1-(/C; +\C)) (3.1)

el Qe Ao YSunaudmlnafinunsnsijaudeainnemaunaistussuundnle

2 a v cs' Aya A v a Y
Q, fie UsmaudilnafiinunsnsfdaudaainnemAunanuenssuunanle

[
v v

ARUTUABUNTSEUVDUNATNTUALNBAIAUNAIY kaRdlARITUT W3

[
v v

JUN W3: SduTunaunisidunuvesnynInIiayieAAuna1alunsiln w3

Formal Informal
=(P- -F)C, =(P-P)Q, +(i—-F)C, —mC
poad (P=P), +(r=1)C, lender-trader lender-trader ¢ ( YO +i=1)C, =mC,
P=1 _(QF +Qr]
rrgaxY, =PO,. - (1+1C; Farmer Farmer “’{'?KY; =PQ,—(1+)C;

First stage: WoAIAUNA1SlUTTUULAENOAIAUNANNUBNITZUUARAUlaLanUTN W
A A A v v v YR ° a a \ | ' o X
duendeimsiiinunsnsinieuiuienamiilsaaniiiinaindiuniaseninemaniuie
I1NG WALLANANAIUFANTENINDRTINBNLUY 1A8N15:a0NUSUIUAUTDYDINDAIAUNAIS

Masdinadoseiudnsinenleninunsnsiiaenguaslasy

Second stage: LNwAININIARINgUITAndulndanUTuudwde C.,C, 3ndns

dy aAY Yo ! b =~ o 4 Y o
Wz]ﬂL‘UEJV]VL@ﬁU"mﬂ‘W@ﬂ']ﬂUﬂa’NLW@VHIM@UI@ﬂWIiZ;‘IQq@
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Tgmsunlaymuuugaundu (Backward induction) lumsiiasienasnisindulavesgiauus

[
v v v

AYANPUTU AIT

ngAnssun13dndulauaanunsns (The farmer’s behavior)

mlsveanunsnsngauteninwedaunaidlussuy Ao
Y. =PQ, —(L+1)C, (32)
way  MisvednNunsNINNAUYeINHOAALNIIUANTEUY AD
Y, =PQ, —(1+i)C, (3.3)
- a a 4 Av "y A 9w v o
inunsnsienySadueifunwemaunatsielvimulamlsgsn

By the first-order condition,

Ve 14y ~1-(1+r)=0 (3.9)
dc:F 2 En
Y _1-VC ~1-(1+i)=0 (3.5)

dC, SUET

o A =2

= d l 1 5 = L Y
Wedn ——| ——= [<Ouag LI <0 wszaziu Weulvouiusduduiandds
dCe | J/C, dC, | |/C,

Uhansamilsgegareununsnsiaenisiionysuiaaue

INAUNS (3.4) wag (3.5) Al
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ngAnssun1sdndulausanadiaunaid (The lender-trader’s behavior)

WOAIAUNAIMIABIALUAIIMMLIFIgATILANINAIUA1ITEN TN IANFUTR T LN
Q’lj v ¢ Y v ¢ A v & & Y o
Weadniannineasnsivnelinulssnuemsdnd ausianlssuemsdniidugimue
waziinandiusesenindnsnendenauivuaiudnsnenleNdesdngliiuwaaduu
= = a A Aw o 1% v ° %
Meuen laensiendsunadudendenistiinunsns) wldaunismlsvesiomaunaisly

LUV Az lsUIneamAUNaIIUNIZUY ANUAIAU AIdUNS
7. =(P-P)Q. +(r—1)C, (3.8)
7, =(P-P)Q, +(i—T)C, —mC, (3.9)

Unuaunis (3.1), (3.6) wag Qp = «/CF Tuaunns (3.8) way wnuaunis (3.1), (3.7) way
Q, =/C, Tuauns (3.9) azls

:[5—(1—(@—!—@))}@4—(12_\/\(/:%_'—Z—TJCF (3.10)

[P (B D)

e

-2-T- JC, (3.11)

By the first-order condition, 2z1¢11

P-1+.,/C 1-,/C
dze _ NS gy L l—@2+7)=0 (3.12)
dc.  2C, 4,C,
P-1+,/C 1-./cC.
dz, _ TNEE gy TTNEE —(2+7+m)=0 (3.13)
ac,  2/c 4Jc,
4 d 1 d 1 L4 o co o A
Woan ——| —— |<Ouay —| —— | <0 wms1zavtiu Weulveynusduaunaadds
dQ. | [C, dc,
Ut 'ﬁa'm'rsmmﬁﬂsgqqﬂﬁuamaﬁmuﬂmﬂmst'sLﬁamEmm?iuL%a
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AMnaUNIT (3.12) azla

C.' = ZIS_:L—_C' 2 (3.14)
E — . .
4(1+T)
PMnFUNIT (3.13) agla
2p-1-/C. Y
c =] ——N=F (3.15)
4(1+17+m)

MNENNTN (3.14) wae (3.15) ld YSinadudeiinunsnsfanremaunaislussuuinae

AN A
o - _[@P-ia+T+m+y] _[@P-1O+1 T 6516
F 16(1+1)A+F+m)—-1 afd-1 '
L.Law%mmﬁuﬁfaﬁLﬂ‘wmiﬂiﬁmnﬂaﬁmuﬂmquamwu D
o[ @P-Dla+)+ | _[@P-D@+D)T 517
'l 16@A+F)(A+F+m)—1 afd-1 '
Tnefi o =4(1+TF) waz 0=4(1+F +m)
i U%mmﬁul,%aﬁgwmﬁLﬂwmsﬂiﬁgﬂaaqﬁmﬂvﬁaﬁmuﬂmqﬁaamﬂdm fg
2P 1Y
* * * - 2 2
C'=C. +C, _(Q—_J [(a+1)" +(0+1)" ] (3.18)

wnuaNnis (3.16) wag (3.17) luaunis (3.1), (3.6) wag (3.7) agld 5115UT0 M Inalaesdn

~ DIV
PNURTNTLATU D

« (+a)1+6)-2P(a+6+2)
- afd-1

P (3.19)
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ansmenidevadlunisfaudeninnemaunaislussuy fie

o (a+4)(0+1)-2P(5+a +46)

— (3.20)
2(2P -1)(0+1)
waz Snsnondglunsiaudenntiedaunasuenszuy e
i*:(05+1)(¢9+4)—2P(5+405+9) (3.21)

2(2P —1)(0+1)

Wy Qg :\/C_, Q, :\/a aunis (3.16), (3.17), (3.19),3.20) wag (3.21) Tuaunis (3.2),

(3.3), (3.8) uag (3.9) el
mlsveanunsnsiiauseainnemeaunaldtussuu fe

« @P-1)(0+) = B
Y, YU S [2P(a +1) - a(6+1)] (3.22)

MlsveanensnsNNAuYIINEAIANNA1NUBNTEUY AD

« @CP-(a+)) . = ~
% = @b [2P(6+1) - 6(a +1)] (3.23)

flsveanamaunalslussuy Ao

. a(2P -1)*(0+1)?

24
T a0 -1y 529

M15999NDAIAUNANIUBNTLUU AD

ﬂ*_eaﬁ—naa+nz
' 4(ah 1)

79l N1sUSUTIANSUTRY I lnAYealseu (P) sednsinenlainamaunanelasuy

(3.25)

(r) viseduyulunsiduguainensns (m) kasesian dnsmenidy filsveunuasns
Mlsvesedaunalstuszuy wazilsveaeAAunaltuenszuuiinasn m tngaunsaasy

1AFIn15199 H6-8T
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0>[(1+g0)(0+1)-

0>[(1-g2)-(g+2) 2+ DZll(v+1Do-(0+DdT]-

A1-90) (1-061) _
Q+Gm+%3m\ﬁ§ :m;l&w_\micwmaxaizg OA:.®+:%|$+::|MEHNM__+|WM: A
0>[(1-g0)-(g+2)g+Dll(@+ Do - (0+1DdT]-
0>[(1-g0)g+1)o+ . y )Xo+ 1] {1-g») (1-g9)
_ g+0)-1-dtli-e0)g+D]l——=2 _ _ R I ¢
Q+GN+®§V~A%+_VGIA§+CW~NE$ (1I-d40)¢ 0<l@+Do—(P+IN1—d¥)] R
_T .
aprg 407
T L(+2)(1-d70) (142) (1-d2)
>d )< 0< — 4 d *.M
aprs 43 [ugs+ (1+2) ¢ 0" (-gm)-
(I1+2)1-d7)
[dz-(+2)]g
oAN:%me@ 0< A1+0)(1-d7) ov:+m§|m§ y
(1+2)d Y [uds— (1+6)l (1-90)-
0< 1—0) 0< A1-90) . (1-62)
(1+0)(1-d0r [c+(@+2)7+ 0+ 2l(1-d0¥ 0 O@+0+0)— | d
) {1-60) [1-o7]
0> [P+ | 0> [(1+o)(1+ émiig?ﬁfézg 0T as o1 | 5
w £ do
@ @ @

€M UMLUNBUINRLMLILALEYILILELY 19M LDLELY
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0> S 0>[1+00+ 00NP+1)-(-gmpTl 007 0<— o)
(1+0) (1+2) (1-dT)T- o7+ 0 o0 (1+2) (1-420) A1+2)p(1-d7T) | 1y
0> {1-69) 0>[1+09+ 200+ D—(1-gmywg— 02 020
(1+e)1+0)o (1-d0)T- ¢ (1+0) (1-d7) A1+0)0(1-d7) | 1y
“o 40 e
@ Y e

() ¢ WIBEUNBUINGBEMILZLEVIERLELY LM KBLELY
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Proposition 3
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[

Ao flu s1A15uFeTananiliesanUiinanananasu egdlsiniunisiiusiasude
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9991599IUDIMNTEN)
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& ] Y ~ a o P
Fo WJunaly nuasnsaedinmlsiiuau
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=

b)  davnenilevesunasiuruaiguendtasaziilinilsveununsnsiiuiy
1 a [ = (% dy dyo v ! v ! v =
WulAgIty e nsandnsineniUeililviiuuvesnesaunalsanas WeA1AUNAIERS
annsanmuesnsneniefidesnsliinunsnsdneias iWunalmnuasnsiiudsunanis)
a A a v % & o & v = Yo =
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