


CAMBODIAN RICE SECTOR ECONOMIC OBSERVATORY

Bulletin N°2 March 2018

capital invested for System 03: Wet-season Non-fragrant Own-machine 10T Urban

Table 4: Rice milling profitability sensitivity to paddy purchase and milled rice selling price: return to

Note:

Source: Authors’ computation for CRSEO Bulletin
Volume of Paddy Processed: 20,000 TP addy Price: 900 KHR/Kg Milled Rice Price: 525 USS/

Another sensitivity analysis table shows the level of return

achieved by a rice mill exporting wet-season photosensitivity

fragrant rice for a combination of paddy purchase price and

milled rice export price. If all other factors remain unchanged

Paddy Price of Milled Rice Sold by Miller USD/Ton and KHR/Ton

Purc:a'se 400 425 450 475 500 525 550 575 600 625 650
rice

KHR/Kg | 1600000 | 1700000 | 1800000 | 1900000 | 2000000 | 2100000 | 2200000 | 2300000 | 2400000 | 2500000 | 2600000

550 8.1% 9.1% 10.1% 11.2% 12.2% 13.2% 14.2% 15.2% 16.2% 17.2% 18.2%

650 6.1% 7.1% 8.1% 9.0% 10.0% 11.0% 12.0% 13.0% 14.0% 15.0% 16.0%

750 4.1% 5.1% 6.0% 7.0% 8.0% 9.0% 9.9% 10.9% 11.9% 12.9% 13.8%

850 2.2% 3.2% 4.1% 5.1% 6.0% 7.0% 7.9% 8.9% 9.9% 10.8% 11.8%

950 0.4% 1.3% 2.2% 3.2% 4.1% 5.1% 6.0% 6.9% 7.9% 8.8% 9.8%

0.4% 1.4% 2.3% 3.2% 4.1% 5.1% 6.0% 6.9% 7.8%

0.5% 1.4% 2.3% 3.3% 4.2% 5.1% 6.0%

0.6% 1.5% 2.4% 3.3% 4.2%

0.7% 1.6% 2.4%

and retail price wet-season non-fragrant rice at USD750/T,

miller with 10MT capacity can afford to pay paddy at KHR1,
400/Kg (200 KHR increase) and maintain return to cash

invested at 3.52%.

Table 5: Rice milling profitability sensitivity to paddy purchase and milled rice selling price: return to
capital invested for System 07: Wet-season Photosensitive Fragrant Rent-machine 10T Export

Note:

Volume of Paddy Processed: 25,000 T

Source: Authors’ computation for CRSEO Bulletin

Paddy Price: 1100 KHR/Kg

Paddy Price of Milled Rice Sold by Miller USD/Ton and KHR/Ton

P”;C_hase 625 650 675 700 725 750 775 800 825
rice

KHR/Kg | 2500000 | 2600000 | 2700000 | 2800000 | 2900000 | 3000000 | 3100000 | 3200000 | 3300000

800 40.09% 45.44% 50.79% 56.13% 61.47% 66.82% 72.16% 77.49% 82.83%

900 27.12% 31.98% 36.84% 41.69% 46.54% 51.39% 56.24% 61.09% 65.93%

1000 16.36% 20.80% 25.25% 29.69% 34.13% 38.58% 43.02% 47.45% 51.89%

1100 7.27% 11.37% 15.47% 19.57% 23.66% 27.76% 31.86% 35.95% 40.04%

3.30% 7.11% 10.91% 14.71% 18.51% 22.31% 26.11% 29.91%

3.42% 6.97% 10.51% 14.06% 17.60% 21.14%

0.20% 3.52% 6.84% 10.16% 13.48%

0.49% 3.61% 6.74%

Milled Rice Price: 750 USS/T

Based on data for wet season 2017 and dry season 2017
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2.3. Value Chain Performance
2.3.1. Cost Structure

The entire cost of producing one ton of milled rice ranged
from USD149 to USD474. The average cost was about USD
252 per ton of milled rice. Service , chemical input, and

seed costs remained the three highest components of all

rice-value-chain systems. On average, service cost shared
approximately 30%,chemical input cost shared18%, and

seed cost shared 10 %, of total cost.

Figure 7: Share of value chain cost structure (%)
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Source: Authors’ computation for CRSEO Bulletin

WS: Wet Season
EWS: Early Wet
Season

Note: NF: Non Fragrant

PF: Photosensitive
Fragrant

2.3.1. Cost Structure

On average the added value was approximately USD 286
per ton of milled rice. System S4, which early-wet-season
paddy was exported without processed by local milled rice,
generated the least added value, USD 114. The highest added
value was USD 451 per ton of milled rice, which was

generated by System S7: Wet-season Photosensitive Fragrant

OM: Own Machine
RM: Rent Machine

UM: Urban Market
EX: Export Market

1T: 1-Ton Mill
10T: 10-Ton Mill

Own-machine 10T Export-market.

All rice-value-chain systems had added value higher than
previous year. Farmer maintained the largest share of adde
value with 50% on average, followed by millers with 21%

share, retailer with 19% share, and collector with 5% share.

5. Service cost includes farmer’s service cost (land preparation, plant management, harvesting, tractor maintenance, pump maintenance, and
irrigation), collector’s service cost (truck maintenance), and retailer’s service cost (telephone subscription and rice delivery). Miller’s maintenance of

milling facilities was done internally by staffs.
6. Chemical input cost includes fertilizer, pesticide, and herbicide.

Based on data for wet season 2017 and dry season 2017
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Figure 8: Share of added value by each stakeholder (%)
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Figure 9: shows that the relationship between the value
generated by each ton of milled rice for each system and

farmers’ net-income remained positive linear. This is good

OM: Own Machine
RM: Rent Machine

UM: Urban Market
EX: Export Market

1T: 1-Ton Mill
10T: 10-Ton Mill

for farmers as it suggests that farmers will receive more
benefits when rice value chain systems generate higher

added value.

Figure 9: Total VA per ton per systems x net income per farmer per ton of milled rice
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Based on data for wet season 2017 and dry season 2017
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Figure 10: illustrates that the relationship between the  value of System S4 was lower by USD 50 to USD 250per hectare;
value generated by each hectare of rice for each system and  however,farmers’ netincome were higher by USD50.The reason
farmers’ net income was non-linear. Comparing to wet-season  was in this system S4, paddy was exported directly to neighboring
photosensitive fragrant systems (S1 S7 and S10), total added  countries without being processed by domestic mills.

Figure 10: Total VA per HA x Net farmer income per ha
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2.3.3. Return to Capital

Figure 11: shows that the return to capital for each rice  Comparing to previous year, almost all rice value chain
value chain system varied from 51% to 99% if land cost  systems had higher return to capital.
was excluded. On average, the return to capital was 88%.

Figure 11: Return to capital for rice value chain system (%)
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3. Conclusion and Recommendations

Under the current output and input price conditions,
eight value chains remained profitable and viable for all
stakeholder including farmer, collector, miller, and retailer.
Based on the profit, return to capital and added value, all
rice-value-chain systems performed better than previous
year.

It is observed that systems with farmer renting machine
had highest share of service cost in farming sytems and value
chain systems. These systems also generated the least profit
and return to capital for farmers. The analysis indicates that
service, chemical input, and seed costs remained the three
highest components of all rice-value-chain systems.

Milling rice for export market generated highest added
value among all rice-value-chain system. System S7, with 10T
mill exporting wet-season photosensitive fragrant rice, had
highest added value, when System S4, early-wet-season

paddy was exported without processed by local milled rice,
generated the least added value. Farmer had the highest
shared of added value, followed by miller, retailer, and
collector.

Based on the analysis, this CRSEO Bulletin 2 suggests
the following recommendations:

e Conduct in-depth research on the cost of farming
service to explore if this cost component can be reduced
lower, particularly for farmers renting machine.

e Explore solutions that bring down the cost of fertilizer
and seeds, along with agricultural extension activities to
farmers with focus on cost-effective use of chemical inputs.

e Conduct cost-benefit analysis on farming of early-
wet-season variety, particularly on its negative impact on
environment and wellbeing, since early-wet-season non-
fragrant system (S4) had highest chemical input cost, yet
lowest added value.

Cambodia Rice Sector Economic Observatory

The Cambodia Rice Sector Economic Observatory
(CRSEOQ) is a monitoring mechanism serving as a dashboard
for policy makers and stakeholders to analyze the Cambodian
rice sector health and competitiveness and to monitor
the distribution of added value and socio-economic
impacts of the rice sector situation.

CRSEO Bulletin

The outputs of CRSEO are the two bi-annual bulletins,
which analyses and report on the distribution of added
value in the Cambodian rice sector for Wet Season Rice

and Dry Season Rice.

Each bulletin is based on representative budgets for
the different groups of stakeholders and for the different
sub-value chain and details the cost structure for each of
these groups of stakeholders, the distribution of the
added value, and key indicators. Sensitivity analysis of
key factors on profitability and distribution of added
value is also incorporated in each bulletin for policy
decision makers to focus on measures with higher

impact.

CRSEO Governance

The CRSEO is owned by the Royal Government of
Cambodia and is placed under the responsibility of a
Committee, acting as the ordering institution to a Technical
Unit in charge of the implementation of data compilation
and analysis.

The Committee composes of representatives of the
Supreme National Economic Council (SNEC) as the
chairperson, of the Ministry of Agriculture, Forestry and
Fisheries (MAFF) and of the Ministry of Commerce
(MoC) and of the Cambodian Rice Federation (CRF). All
these institutions also facilitate necessary access to data
and information and participate in data validation
process. After SCCRP project, it is foreseen that the
CRSEO will be moved under MAFF.

The Technical Unit, for first stage of implementation,
composes of one international consultant from The
French International Research Centre for Agricultural
Development (CIRAD) and two local consultants from
the Centre for Policy Studies (CPS). SNEC’s Support to the
Commercialization of Cambodian Rice Project (SCCRP),
funded by the Agence Francaise de Développement
(AFD), has supported technically and financially the
development of this bulletin.

Based on data for wet season 2017 and dry season 2017
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