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ABSTRACT

Animal feed industry is one of the integral parts of the agro-
industry. Its role became significant in the country's economic system
since year 1967 (B.E. 2510). Promotional privileges granted by the
government began in year 1969, Total demand of animal feed for local
consumers at present amounts to 4-~5 million metric tons per annum, one
million or 22% of which is formulated and distributed through feed mill

companies.

Investigation on existing production situation and particularly
on major problems of the feed industry is therefore a necessary measure
to facilitate guidelines for policy formation, production promotion and

more effective investment in feed business.

This study will provide and overall view of the feed industry's
production process, product distribution system, marketing information,
raw material cost, labour cost, other production expenses and classifi-
cation of feed mill manufacturers. Text would also indicate relationship
between manufacturing cost and selling unit price, accounting method,

return on investment and existing problem prevailed in the industry.



Research methodology includes information collection from both
primary and secondary sources. Personal interviews are performed with
government officers and personnels of private sectors. Visits to
manufacturers' factories are steps taken to acquire more insights on

manufacturing process and other related activities.

This research concludes that the costing system of animal feed
can be either job order cost or process cost system depending on nature

of the business.

Financial ratio analysis shows that maximum profit to sales
ratio of year (B.E. 1978) for large and small manufacturers are .0543
and .0733 respectively. The return rates would be higher if management

system and quality control procedures are improved.

Six major problems in feed industry are noted in this research.
The problems are: understandard of raw materials, most of which
consists of fish meal, groundnut cake, soy bean meal and maize; raw
material price fluctuation and shortage, where shortage of soy bean
cake is imminent; violation of quality control regqulations; complica-
tions in cost and rpoduction control; industry competition; and adverse
impact from government policies on exportation, quality control,

investment promotion and other related regulations.

The above problems can be solved primarily by the government.
Promotion on raw material output increase should be given first
priority. Production increase of several commodities i.e. maize,

soybean, rice and sorghum, etc. can be achieved by distributing good



seeds to farmers, since more than 90% of the farmers are not utilizing
proper type of seed in their plantation. Method of planting, irrigation
and crop maintenance must be improved. If such recommendations are
implemented, production efficiency will be highly improved, at least

2-3 times of the present yield will be realized within equal crop

cultivation area.

The government should alsc promote meat exportation instead of
raw materials or mixed feed because of several economic value added
advantages. Meat exportation would gain much higher foreign exchange

than raw materials or mixed feed.

Private producers should control product quality by maintaining
uniformity of high nutritional value of feed. Production efficiency
must also be improved to minimize production cost. Cost reduction can
be achieved by control of three factbrs; raw material cost, labour and

manufacturing expenses.

The principle of minimum raw material cost is to utilize such
raw materials that give equal nutritional value with lower prices. It
is essential to develop specialists in_forhula research who will be
able to create formula using low price material with high nutritional
value. The manufacturers have to ensure the highest efficiency of
labour force by férming good incentive plans. Other production expenses
can be reduced by saving of fuel and electrical power, minimizing idle
production time, improving machine efficiency and exercising good
maintenance i.e. grinding machine, mixer, pelleting machine and packing

machine, etc.



It is necessary to continuously search for better method of
production to keep low cost. Production cost control can be attained
by using accounting method either single or combination of different
systems. Such management tools involves use of budgeting system,
estimate costing and standard costing. Other critical control factors
are well prepared monthly reporting system and improvement on cost
accounting method:. These would provide management with accurate
informations for cost control and efficient improvement in animal feed

production.
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