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The objective of this study is mainly to investigate cost structures and income in
raw milk industry in Thailand, including analysis of cost structures of the industry. In-
depth interview using structured questionnaire is adopted as data collection tool. Total
1,397 farms all over Thailand are included in the analysis, dividing into Northern 220
farms, Northeastern 265 farms, South 164 farms, West 262 farms, Central 262 farms
and East 224 farms. The data set cover all size of farms. Data collection field work
covered July 2007 to June 2008. The analysis divides farm size using 10 cows as an
interval, starting from 1 cow until the maximum of survey information. Unit cost of raw
milk is calculated referring to accounting concept, mainly focuses on actual costs rather
than opportunity costs. The results of analysis point out two main accounting concepts:
accrual and cash basis.

The descriptive statistics ‘indicate that farmers prefer to raise their cow at 11 -
30 cows. Raw milk can be sold at Baht 13 — 14 per kilogram. Farmers have
experienced in the business over 8 years. Family labor is preferable rather than outside
workers. All farmers are one of member of Raw milk Cooperatives, whose roles
provide services to their member, including farm management, loan, and breed.

Using accrual basis in accounting, the study points out the overall unit cost of
raw milk business in Thailand is Baht 15.66 per kilogram. Farmers in Northern part of
Thailand provide lowest unit costs, Baht 14.59 per kilogram, while Northeastern part of
Thailand provides highest unit costs, Baht 16.70 per kilogram. When using cash basis,
cost per unit is considered lower than using accrual basis as excluding depreciation of
fixed assets. Cost structures consist of 85% of variable costs, 8% of depreciation of
fixed assets, 2% of operating costs and 5% of taxation.

This study also analyzes cost structures of raw milk production in various ways.
Mainly, the study points out that costs structures are statistically significant in different
parts of Thailand at 0.05 significant level. However, factors influencing cost models are
similar both as a whole country and each part of Thailand. Foods incur positive
relationship with total costs, while other qualitative factors such as yéars of experience
of the farmers are negatively significant to total costs. The results of this present study
contribute to the farmers who wish to plan for their future, including the regulators who

set rawmilk policies to support for industrial competitive advantage.





