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Executive Summary

A study on developmental strategy of dairy products has been
conducted with the objective of exploring the direction in the development of
full — range dairy products, assessing the potentials of the related farmers, the
cooperatives, the entrepreneurs etc. and gaining an understanding on the
various problems and obstacles, as well as setting the strategy of
development for the governmental sectors and private sectors including the
farmers and the cooperatives. The study has been done by collection of the
secondary and primary sources of data and information, questionnaires, in —
depth interviews and focus group, the result of which are shown below :-

An Overview of the Dairy Products

Statistical data in the year 2002 A.D. show that Thailand has 17,893
dairy farmers, 459,008 milk cows, 244,213 cows and raw milk output of
605,373 tons with the milk productivity per each cow of 10 kilograms per day.
The average cost and selling price of raw milk are 7.99 Baht / kilogram and
11.30 Baht / kilogram respectively.

There are 117 cooperatives, most of which are raw milk cooperative
with a milk collection center having a capacity to accommodate raw milk
cuilection of 1,970.50 tons per day and the amount of raw milk collected by
the cooperatives equals to 1,288.40 tons / day. There are 18 pasteurized milk
factories in operation.

On the marketing situations, the statistics show that Thai people have
an average milk consumption of 15 litres per person per year, while the import
value of dairy products is 10,458 million Baht and the export value of milk and
dairy products is equal to 5,979 million Baht in 2002 A.D.

On the financial situation, an analysis of financial statements of 87
cooperatives in the year 2001 A.D. show that there are 12 of them running at
a loss while 75 of them have profits. On the whole, the milk cooperatives
record an average profit of 2,869,515.06 Baht, with return on assets ratio of
2.24%, a gross profit of 9.26%, a net profit of 2.44%, the average earning per
member of 5,221.95 Baht, average inventory period of 21.84 days and debt
/ equity ratio of 1.90.

The total number of entrepreneurs engaging in milk businesses in the
year 2001 A.D. are 51 out of which twenty five are small businesses, nine are
medium — size operations, seventeen of them are big business operations;
while twenty business operations run at a loss, thirty one operations show a
profit. Following are the vital ratios showing the strength of the operations with
profits in respective orders from small, medium, to big businesses: return on
assets : 8.87%, 15.97% and 6.99% return on sales: 3.15%, 7.93% and
6.07%, debt to equity: 0.31, 0.39 and 2.18, inventory cycle day : 11.02, 2.05
and 48.19.
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Potentials of the Cooperatives

The weak points of the cooperatives lie in the insufficient knowledge
and skill in management, marketing, the organizational structure and
management systems which need further development, as well as the volume
of output, the supply chain, the financial capability, the information systems
and the course of business operations.

While the strengths of the cooperatives lie in the fact that the members
have interests in running the milk — cow farms, the pooling of members &
governmental supports. Some of the cooperatives have been able to expand
their business into milk processing plants.

Potentials of the Farmers

The strengths of the farmers can be seen in the recruitment of family
members as labour force, the love for one’s profession, the diligence in work
and the enthusiasm in the prosperity of their own milkk — cow farming
business.

While the weaknesses of the farmers lie in the insufficiency in
knowledge and skill, management, funds, the size of thr farm dose not permit
the realization of benefits from the economy of scale, low volume of raw milk,
output and cooperations are possible in limited scope.

Potentials of the Country

Weaknesses: Shortage of plans for development of milk — cow —
rearing industry and full — range of dairy products, the lack of integrated
coordination center, sponsoring organizations, supporting industries ex.
packaging, good management, R&D on cow species, selection of milk cow
and good processing techniques.

Strengths: supports for R&D on dairy products have obtalned royal
patronage under the King’s personal projects of the Jitladda Palace which in
turn has received further supports from the government.

Opportunities for development: Thailand is geographically situated on a
strategic location connecting many developing countries having demand for
consumption of dairy products. Moreover free trades could open up more
opportunities for trade.

Threats amount of rainfall, climate and foreign competitions.

Potentials of the Government

Weaknesses: Shortage of R&D funds, the involvement from many
organization but no central unit bearing the responsibility, promotions give
rise to the emergence of many cooperatives, resulting in the lack of strength
in business which might necessitate pooling for more economical investment
and higher bargaining powers.
Best Practice of diary industry in foreign countries
Outstanding points in

1. Integration of cooperatives in order to generate internationally

competitive management.
2. R&D on dairy products
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3. Improvement in the quality and efficiency of management
4. Governmental supports.

Directions and Strategies in the Development of dairy Products

Visions

Visions in the development of dairy products

Xr—Z—>T

Mission

ok

® N

Targets

Strategy

QN =

Technology Driven

High Productivity

Added Value

Internal Network

Marketing Focus
International Standard
Leverage Human Resource
Knowledge Transferred

Full - range and integrated product development.

Organizational development of milk — cow cooperatives to enable
competitiveness.

Development of farmer.

Enhancement of product efficiency.

Focusing on meeting the demand of all parties concerned in a fair
and equitable manner.

Allocation of resources for increased capability.

Focusing on sustainable development.

Product development to meet international standard.

. Target for increased output from milk cow.

The strength of the cooperatives and milk — cow rearing
cooperatives.

Sufficient number of personnel resources with knowledge for
product development and management.

Volume of output sufficient for internal consumption and expansion
to export markets.

Increase the consumption of milk of Thai people in order to promote
health.

Increase the value added of milk products.

Agricultural Value Chain Development

Development of cooperatives for sustainable competitiveness.
Farmers Development

Development of marketing strategy.

Infrastructure Development
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5.1. Deveioping infrastructure
5.2.R&D

5.3. Financial supports
5.4.Legal measures

Suggestions
For effective implementation of the strategy, the following changes are

needed :-

Management and Organization Structure:
A organization must be set up to take the responsibility and propel
the implementation of the policy and the strategies.

Personnel resources: personnel development should start from the farmers
onwards i.e. development in the skill and knowledge of farm management,
financial management, development of knowledge on a continuous basis.
Cooperatives should endeavour to develop managerial skill to professional
level, development and cooperations with stability, knowledge transfer to the

farmers.

Systems: further development is needed in the field of information system,
dairy products, cost accounting, improvement of the supply chain leading to
Total Quality Management (TQM) for enhanced competitiveness.

Systematic Marketing Management: is implemented for the purpose of
solving, planning and addressing the problems of supply and demand in a
sustainable manner.

Creation of shared Values: public relation and publicity campaigns are
necessary in order to create the values of cooperation in development, and
the spirit of teamwork in all parties concerned i.e. the governmental sector,
the cooperatives, the farmers and the entrepreneurs.





