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The objectives of the study on “The Cost of Raw Milk Production of Farmers
and Members of Thai Dairy Cooperative ” are to study and analyze the cost
structures of raw milk production from the dairy farms of milk cooperatives in
Thailand. The results of this study will benefit the members in making decision of
their farm management , and cost reduction for price negotiations,. The methods of
the study are to gather the primary and secondary data , which include the use of
questionnaires, in-depth interview, and group meetings, and developing of software
for raw milk cost calculations. The information from the field surveys are
summarized to calculate cost of the raw milk production.

£

The Results of the Study

Overall Picture of the Raw Milk Industry
Dairy cattle raising had started in Thailand since 1956 .Holstein Friesian dairy
cattle breed was introduced in Thai dairy farms. Dairy cattle are raised by dairy farms,
commercial farms and cooperative member farms. In 2005 there were 268,000 heads
of dairy cattle from 22,800 member of cooperative farms. The total raw milk
produced is mostly sold to the local cooperatives which operate milk collecting
centers. It is transported to the milk processing factories. Approximately 95 % of raw
milk production is used in the processing factories for producing ready — to-drink
“milk and the rest 5% is processed into other kinds of dairy products, such as cheese,
“butter and other products.

The Result of the study on Cost of Raw milk production

The research team gathered the sample sizes from the cooperatives farms in 5
cooperatives in Chiengmai and Chiengrai Provinces and here are the names of the
cooperatives: .

- Chiengmai Cooperative

- Chaiprakarn Cooperative

- Ban Patung — Huamoh Cooperative
- Chiengrai Cooperative

- Banta Cooperative

After classifying and analyzing the 2005 cost data from the member farms
which were selected to be sample sizes, the cost functions of producing raw milk were
as follows:
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Highest Cost (Bt.) Lowest Cost (Bt.)

per kilogram per kilogram
Raw Materials Costs 3.66 3.09
Labor costs 5.38 1.53
Production Overhead
Costs 2.58 1.60
Total Costs 11.62 6.22

Analysis of Raw Materials: The highest cost per kilogram (3.66 Bt.) came
from Chaiprakarn Cooperative and the lowest cost per kilogram (3.09 Bt.)came from
Banta Cooperative.

Analys'is of Direct Labor: The highest cost per kilogram (5.38 Bt.)came from
Ban Patung-Huamoh Cooperative and the lowest cost per kilogram (1.53Bt.) came
from Chaiprakarn Cooperative.

Analysis of Production Overhead: The highest cost per kilogram
(2.58Bt.)came from Ban Patung-Huamoh Cooperative and the lowest cost per
kilogram (1.60 Bt.) came from Chaiprakarn Cooperative.

Suggestions:

1. Raw Milk Cost Calculation
: As an entrepreneur, the dairy farm member of the cooperative should get the
financial and accounting information in order to making decisions for his farm..The
member should understand accounting information about the farm’s income , cost and
expenses and also the profit. He can use the farm cost for decision making such as in
pricing and negotiating for the milk price and also for making the farm investment
decision.

In order to get accurate and timely cost information, the information
technology should be integrated with accounting concepts . So the research team has
developed the software program for calculating the raw milk cost of production
for the Thai Farmers. In case of the inadequate situation, this software program
would apply under the local cooperatives or other official centers in the local area
which the officers. This center will process the data from the dairy farmer members
everyday. All the related information will be summarized into the raw milk database
which is beneficial for dairy management in the future.

2. Development of Dairy Information

Besides the raw milk production costs mentioned above, it is necessary to
have the Diary Management Information System in order to gathering the relating
important data for managers and the owners of the farm. The Dairy Management
Information System comprises of various systems such as: Raw Milk System,
Marketing Analysis for Dairy Products System , Economic Analysis for Dairy
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Products System , Demand of Dairy Products System , Analysis and Production
Analysis of Dairy Products System.

3. Important Strategies and Supports

Even the Dairy Cattle Farms has been raising for many years but the raw milk

production process have not changed much. as change of technology. Most of the
farms are small and produce raw milk at high cost. Productivity in the dairy farm is
low and also the milk collecting and transportation are rather inefficient. In order to
achieve effective and efficiency Dairy Farm Management , the relating government
official units or the cooperatives should plan their strategies and provide various kind
of supports to the diary farm members such as :

1. Developing the efficient distribution and transportation system to reduce
the supply chain and logistics costs from the member farm to the
cooperative raw milk collecting centers or any factories in the local areas.

2. Educating and training the cooperative officers about the new technology

such as production technology , food technology and etc. ,and they would

transfer these knowledge to the diary farm members later.

Educating and training the dairy farm members about how to use the

accounting and costing information efficiently in their farm.

4. In order to sustain competitiveness in the milk market, research and study
should be conducted on about how to derive the cost efficiency in farm
management . This should be the benchmark or best practice guidelines for
the dairy farm members.

(US]
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