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CHAPTER |V

PRODUCTION AND MARKETING OF DAIRY PROBUCTS BY PRIVATILY-OHNBED
FI RMS

Previously presented subject matters dealt with the
production and marketing of mlk by farners at the farm | evel
This chapter will investigate the production and marketing of
dairy products by privately-owned firma in Thailand in detail
so as tO gain more know edge of “hailand's dairy industry to-
day.

4.1 Dairy Products Production

4,1,1 Production uUnits

1) ®conomie Purpose; The privately-owned firnms are
the nmodern eoonom o units of dairy-products production. They
provide the dairy products to satisfy consumers'wants. A sur-
vey by the author in 1971 found that eight privately-owned
dairy business firna exist in the countryl)running dairy buiness-
es to maximige profits. any other purpose of the firms,such as
public service,is secondary;noe other purpose is mentioned in
the organization of the firns.

2) Onnership Type: Each of the firms is an abstract
entity,consiating of an entrepreneur and all other production
factors he acquires while engaging in the production of dairy
products. From the viewpoint of |egal organization,all the
firms are limted companies,five Of them owned by Australian,
Duteh,Swiss and american business men,and three others by Thai
business nen. all the firma are in Bangkok and Samut hprakan.

n'I’hey are:{1)Ths Poremost Lairies Company(Baagkok),Ltd.,founded
in 1956;(2)The Bangkok Dairy Plant Co.,Ltd. foundmlh11959;(5zgh.
Thai Dairy Industry Co.,founded in 1365; (4)%he Pop Products s
Ltd.,founded in 1962;(5?The Al aska Milk Industry Co.,Ltd.,founded
in 1969;(6)Pranakorn # [k Industry Co.,Ltd.,founded in 1965;(7)
The Thai MIk Produote co., Ltd., founded in 1965;and{8)The United
MIlk Co.,Ltd.,founded in 1967. In 1972 one nore firm of this type
was being established in Ratburi., Firmno.7 has sustained a net
loss since 1371.
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They are legal persons,exiating independently of the owners.
They can own,sell,purchase,borrow,and lend in their own names
and they are tared by the Thai governnent |ike any other |egal
person. The owners are shareholders,who are subjeot to |inited
liability. Wthin the firm there is separation of ownership
and managenent. Shareholders elect a board of directors res-
ponsi ble for mneoliey,objlectives,and {he success or failure of
the firm 9%he board of dirsctors,in turn,appoints an executive
committee 1O nanage the firms day-to-day affairs.

The privately-owned firnms are not co-orerative-type
firma eines they do not utilize oo-operative principles and
practices., Hut they nrofess to follow the joint stock conpany
organi zation through adninistrative and managerial organ8 of
owners of big properties fOr maximizing Profits. A feature of
great significance is the manner in which each firmis organ-
ized in its dairy businese. Jt consists of interdependent de-
partments:production,markatine,accounting,and Personnel. The
uniting of these departnents Into a snoothly operating dairy
business is a managarial function.

4.1.2 The Firm of Mdium Siee

No study of the prirstely-owned business firns woul d
be conplete without some consideration of their sizes. Size is
a relative matter,and it ia neasurable by the nunber of smploy-
ees, Eaoh firm,on the avearaze,smployed 175 workers In 1971 and
had a share capital of about 3%,250,000 Baht in the sane year.
Thase ¥Pipnrss show a firm of madinm 8sise. There wAS of cOourse
sone variation in siza,bnt most firms wWere madium in this res-
pact.

4.1.% Modern plant Layout 1)

Rroadly speakinz,layout is the arransement and loca-
tion of eguinmant,men,and functions of dairy »roduction. "Ita

1)-——t[‘ho Thai Dairy Industry (}g;.Lt_g.(Hangkok:the Company,1964),

De 9.
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objective ie efficient utilization of apaee and opti num flow
of work in process.” Specifically spesking,the dairy-produota
plant layout in Thailand |a beat described am a floor plan
arranging the desired duiry machinery and equipment of the
plant in one place,to permt the duiok flow of material at a
low ooet and with a mininmm of handling from the receipt of
ray material to the shipmant of finished dairy products.

Plgurs 8 shows the dairy-products plant layout of
the Thai Dairy Industry Co., Ltd.sit is used for producing con-
densed m |k, the main dairy nroduct for Thal gonsumnars at pPre-
sent. The approximtely &,000-sqara-matre floor area is divid-
ed into 1)the processing area at the left,2)the c¢an-naking
area at rigkt,and 3)the filling and racking uarea being between
the two. Special nylon filtors,a homopeniser,pastearizer,cool-
er,and a vat with preheator for mixing milk powder,sugar,butter
oil,vitanins,nnd water are Installed in the proceasaing area,
adj acent to whick is tha recaiving platform

Vacuun coolaers,atorara tanks,flame si:rilizer,filler,
labeller,caser,and carton sealer are installed within the fil-
lirng and packing srea of the floor,the aren of nacking,storing
and loading. Here the finished product is stored and finally
daspatchad t¢ nmarket.

The ean-making area ceontains a high-spead automatic
can-raking nlant, There are =also other miscellaneous proceas-
ing waekines scientifically installed in the plant. Baeh type
of aquiobment iS linkad together sacecording tO the dairy nlant
tachniquas foreas:ring g containers flow 0?° the peaingt,.

4,1.,4 Production Procnss

The process wshereby tha materials--wuiik posder,su-
garsbvtier oil,vitamins,and water--are transtrorsed intop tre
sweet ened condensed mMlk is the production,or manufactuwring,
»rocess. In tne aoononic seunss,the mantioned =zaterials and
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other rasources such as labour,capital goods,power end uti-
litieﬁ,and supervisory and manaZerial skills uililized in the
production process are the input for sale. The output of goods
is dependent upon the input,and the amount and jquality of out-
put is e¢losely rslated to the ability of production managemaent.
1f the input is utilized efficiently and in proper proportion
under well-defined standards,the cutput may be maximized in
relation to input,i.e.Output>Iaput,

To obtain more knowledge of thia field,some obsarved
production processes are here analytically presented:l

1) Production Precess of Sweetened Condensed Mjlk
by the Thai Dairy Industry Company,Limited,in Bangkok{See
#igure 9): (1)In thie precess,the ingredients are milk powder,
sugar,butter oil,vitaning and water. Each nust be tested for
jquility before going into the production process. (2)When the
corract guantities of these ingredients are determined, they
are coumbined in a special high-speed mix vat in batches of
3,000 litree at a time. (3)The mixing completed,the condensaed
milk flowa from the mix vat through steinless steel pipes to
8 filter,to enpure the rroduct's purity. {4)From the filter
the produet is pumped to a homogenizer which emulsifies the
product,giving it & desirably smooth texture. (5)Following ho-
moganizingysihe product is pasteurized in g modern heat exchang-
er 10 a temperature of 195°F. and is held at thie temperature
for exactly half a minute,te ensure the dastruction eof all
harmful bacteria. (6)Immediately after pasteurization,the
product ie cooled in the same heat exchanger to a temperature
of 1200?.and is pumped into special vacuum coolers,where it (
is cooled to 65°F.under very low vacuum to ensure rapid cool-
ing without discelouring of deterioration, (7)From these cool-
ers the product is pumped to storage vats for a auality test.
‘BYAfter the test the milk is pumped through & filter to &
sterile filling room,where it is put into ¢ans from the can-
making plant,which are then labelled and packed for further
handling. (9)Finally,the product is left for a period of time

l)Ibido’ppoé"To
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in the storage room,waiting for transportation from plant to
mar ket .

During the whole of the production process delineat-
ad above,tha sweetened condensed mlk is not exposed to air
at any point;all the surfaces |In contact with the product are
made of highly poolished stainless Steel which-can be kept
clean end hygienic at all tines. gach Stage of operation is
autonatically recorded on charts and every precaution is taken
to ensure that under no circunstances can the process be upset
by incorrect operation.

2) Production Process of Pasteurized ¢resh MIK: The
Pollowing is g brief description of the production procoas for
pasteurized fresh mlk by the Bangkok Dairy Plant Company,Li-
mited,at Bangkok. The operation can be divided into the fol-
lowing stages:(l)When the raw mlk arrives at the plant,it
nust be weighted and tested by a milk grader for grade quality.
‘2)After the grading,all the mlk is poured into a filter for
purifying. {%)Prom the filter the milk is pasteurized by a
pasteurizer tO a temperaturn Of 145°F.to destroy harnful bnae-
teria. (4)After that,ths nroduct IS homogeaized under constant
ripgh prossure by a hombzonizer tO reduce the size of fat glo-
biles iN the milk, {5)Following homogeaization,tlhe product |a
filled in sterilized bottles by a filling maeiiine,and tho hot-
tles ar2 then cappesd, {(%)Finally,all the bottles of pastauriz-
ed fresh mlk are sterilized in a sterilizer by a steamto a
tenperature of 2406°®, for ten nminutes to kill docisively bac-
terin in the praddct.l) By tuis production process tha pasteu-
rized fresh mlk is made hysisaic.

4.,1.% Purchasing

Oncof the privately-owned dairy firms'main functions
is the procuremant Of goods and services from outside sourcas.

lj--JFhe Bangkok Mairy Plant Co.,Ltd. Bangkok:the Company,1965),
PRe 2-4.




74

Purchasing functions assume 2 poutine nature ® nBooiated with
the oycle of the firm operation and it8 use ¢of material and
® uppll emwhioh the £irms purchase nuinly from vendors ia
foreign countries, 1] @ xuplo tko firms purchase dricd skim
milk,butter eil,vitanine A,B,and C,and milk fat ia very large
quantifier from vendors in Australia,the Netherlands,the
Uinted Stat88 of America,New Zealand,amomg others,for use in
the produotioa of @ weetened comdensed milk,reconstituted nlKk,
and other Thai dairy produets. About 137,650 kgs.of such ford-
iga '}roduotu are utilised daily.

The firms purchase daily about 3,000 kzs.of raw
mlk from the dairy farms solely for produeimg liquid milk
for oommeroi al purpose. This amount of raw milk is very nuall
when oompared with the quantity of foreign material 8 mentlioned.
The purchasing |a such ® jall quantity by the firme is thua
perfunctory, The maia reasons given by the firms for the pur-
chasing 88 such are:(1)the local milk ® wupply %8 of very small
® |gnifioanoe to the dairy manufacturers and (2)tke daily quan-
tity of raw nilk eupplied by the dairy farns 4is not sufficient
to O ebt the demandfor daily proeduction; omly about 11,500 kgs.
of raw mlk eam be daily delivered by local nilk producers to
the firms. In their opimion,they muat buy the raw materials
from foreign oountriu.l

(However,the One other inportant naterial the firms
buy locally is sugar from privately-owned sugar-processing
factories im Thailand. One keg.of sugar sold at a price of 3.75
Baht 4im 1972. About 53,748 kgs.of sugar is utilized daily by
the firme. This quantity is not small when we coONsider busi-
ness volune in the country. But this naterial is not the pro-
duct created by the dairy fame and is thus not within the
® aope of the present 8tudy.)

Amto the payment made to the dairy farms,the buyer8
pay the sellere for their raw nilk in aooordance with ite

l)sditorial in the Siam Rath,0ctober 31,1969(Newspaper).
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quality. The raw mlk delivered to the plaate is tested and
classified Into A grade,B grade,and C grade by nilk graders.
The prices pald for one kg.of A grads =ilk,B grade milk,and

C grade nilk ars 3.50 Baht,3.25 Baht,and 3.00 Babt respective-
1ly. This pricing nmethod is strictly practiced by the Bangkok
Dairy Pleat Co.,Ltd.

The sellers deliver their remmlk in netal eans by
truoks to the bvuyers;a horse-dram wagons have mnevdr been yused
for this purpose. The transporting of raw mlk from the dairy
farms to the firms'plants is entirely assuned by the farmers
thenselves:they defray all ths transporting expenses.

4.1.6 Type and Quanitity of pasry Products

In 1971 the eight privately-ornsd dairy firns oould
be divided 8s follows,according to dairy product types: (1).
five eoonom c units prdduoi ng condensed milk,ons of them pro-
ducing butter also and (2)three eoonom c units producing pas-
teurised fresh milk,ice~cream,chease,coffes,and niscsl| aneoue
other products. On the basis of eoonom ¢ importance,the milk-
based products can be grouped into (l)condensed milk,(2)pas-
teurissd fresh milk,and (3)ice-cream,butter,cheese,and other
flavoured mlk. O these products,the condensed milk iS the
nost inportant product 1:1 both quantity end value in Thai-
| and today,the pasteurised fresh 1| k ranking second,

Quantitatively,the eight firns could ysarly producs
m | k- based products of about 152,069.95tons in 1971,or about
416.63 tone(416,630 kga,)per day. (Qne firm alone could pro-
duos 19,(}03.63t0ns in 1971"Y O this amount 148,821.45 tons'
was the ehare of condensed mlk. Aecording to the opinion of
the firms'officials,the output of the firna is probaly enough
to neet the potential denand.

4.1.7 Properties of the Products

The properties of the products nust be strictly con=
sistent with provisions of the Food Qality Control Act 1964
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of Thailand,and a agmber Of regulations on dairy produets pro-
mulgated |[ater under said Aet by the Mnistry of Pablie health.
For oxanplo,l)new mlk to be pasteurized maat cone iron cows
free from tubarelas,it nust have no baoteria B.Coli. The un-
sweet ened condensed whole mlk nust conaiat of at least 7.8

per cent butter fat and 17.7 per cent non-fat mlk solids. The
sweet ened eondansed whole m |k nust consist of at |east 8 per
cent batter fat and 20 per cent non-fat milk solids. "whe dairy
rroducts nust be in an hygienie condition: they must be good
foods for Thai gonsumers, 10 eneure that they meet the afore-
mantioned quality requirensnts,a committas consisting of oight
rovernmant of fl oi al a appointed by the M inister of Public Health
la in charge of inzpeeting dairy production in plants through=
ont the country. If the product is not consistent wth the Act
and regulations,its producer nay be punished by the authori-
tias concerned. Thus the auality of dairy products has been

gi ven considerable attention by producer dairies.

4.1.8 Eoononmic Produotivlty

O the vasls of the above presentation,the dairy
busi ness seens a noro or loss productive one. This significant
hynothasis ought to he tested. #®e should investigatae economics
nroductivity:how officiently IS +4Ye production carried on?

Beconomiec productivity is "the ratio ef the output
of goeds or e~rvices,or collectior Of goods or sarvices,to the
i nput of one or nore of the factoxrs producing them %his ratio
nay be in the form of an average,esxprnsasing the total output
of some category of goods divided by thetotal input of a fac-
tor or faetors.”2)Usi Ng this da=finitioen,the econom c preduc-
tivity of all factors combined in the production process can

l)thPee Lisutenent Sathiar Vicheilugsne,Thse Food Quality Con-
trol _Act 1964(ed.in Thai,Bangkok:Nitivech,1964),pp.1-42.

?)H-F-I--"‘Sconomic Productivity” ,Encyclopadia Britannica(Chi-
cago: WlliamBenton,1972,V0l.7),p.930.
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be determined mathematically by the dairy-produats' output dx-
vided by the total input of the production factors. However,
although all the factors that go together for making up the
produots are inputs,the input is generally measured in terms
of man=hours enpl oyed.

The foaua of this meagsure is On man-hours for two
r easons; first,labour absorbs,on the aversge,from two-thirds
to three-fourths of the vealue added in ecomomie activity;se-
cond,labour inputs are nore easily neasured than certain ot her
factors,such as capital. The aconomiec productivity in figures
per day(1971)is as follows:

16 G{Unit of output
Productivity = 3 Nco(Wan-hours enpl oyed)

= 297.59 kgs.of dairy products

This gquotisnt represent8 approximately the output per man-hour
per day. Amd we can conclude thet the firm is productive. This
result 1s,0f course,due nainly to dairy plant mnanagenent,

4.2 Narketing Dairy Products

The atore-mentioned production |o dependent upon mark-
eting for the dlistributlon of the firme' output. Marketing is
oonoerned with all of the resources and activities Inrolred
In the flow of dairy productsa and services from producer to cone
sumer, Its major objective is the sale of dairy produots to sa-.
tiafy consunmer rants in antieipation of 8 profit. The study of
the subject,therefore,proceeds from analyses of the narket and
market demand to the functions required to serve narket denand,
and then to the channels of distribution.

4.2.1 Dairy Products Market

The market |s an are8 in which buyers and the sellers
negoti ate the exohange of the products. Breaking down the gtata-

ment for further discuseion,we find four nmain eharacteristics
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of the market:(l)type of the products marketed,(2)the market-
ing area,{3)market demand,and (4)form Of the market.

1)Type Of products nmarketed; if we take their dura-
bility as a classification basis,the dairy products are noa-
durabl e goods,cecause they can be consumed conpletely within
a very short period of time. This durability is in marked con=
trast to the durable goods such es automobles,which have | ONng-
er service life. Another classification of the products is
based uponthe intended use of the products: they are daily
consumed by consuners. They are thus the goods destined for
the ultimata consumer;they are gso cConveni ence goods.

2)™he marketing area: The whole of Thailand is a free~
trade area') for nondurabl e goods and other types. The sellers
market i s local or regional,but to sone extent international,
m nce they export condensed mlk to Laos end other nearby coun-
ties. The pasteurised fresh mlk is suitable nore for |oca
markets while the condensed nilk is suitable for the interna-
tional nmarket as well because of its relatively nonnorishable
quality. Thus the nmarketing area is regional and international

3)varket demendr Market demand for dairy products in
Thailand is centered in two nmajor groups:personal,or family,
consuners and foreign buyers. The spending of these two groups
makes up an aggregate market demand for the products;and their
desire to spend,couplad with purchasing power,is an effective
demand. O the two spending groups,personal consu ption expendi-
tura{expenditire by consumers)is the most inportant in volune
in the manner of its growh and dynam c change. G owh in both
popul ation and real per capita income has brought increased
sales volume,probably with accompanying opportunities,in mark-
ating the said nondurable goods.

4YForm of the markat: |f we take the nunber of sallers
and buyers,free =niry fOr new ones,homogenaous commodity,and
both buyers and sellsrs taking price as given as the basis for

. I3 3
1jchinnawoot Seontbornsima,a Macroeconom Cc Kodel fOr Eeonomic
Devel opment of Thailand(Bangkok:Dr.3oonthorsina,lynd),».21.
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considering the form of the condensed nflk market |In Thail and
it 18 a competitive narket. It closely approximates perfect
competition, Besides,eaoh dairy firm ha8 a high capaecity for
produotion and tries to produce and 8811 while lowering costs
of production. Advertisimng and brand names are used as means
of inoreasing sales.

4.2.2 Selling and Prieing th8 Product

Marketing of th8 product8 is accomplished by th8
performing of appropriate marketing functions. AS observed,
th8 basie narketing function8 performed by th8 firnB ar8 gge
sembling and grading,sellimg and prieing,transporting,storing,
standardising and grading,financing,risk managing,and securing
marketing information (see Figure LO. Of these marketing func-
tions,selling and pricing are discussed iN some detail in this
880ti On because OF their prinB significance,

I)The selling function 4s all-inportant in th8 dairy
business, Sales OF th8 produot8 are the source O income required
cover costs and to yield aprofit. The selling nmethod8 bring
together buyers and sellers of th8 products. Two phases involved
ar8 th8 econtacting of possidble buysrs and th8 sellers in Bang-
kok at a given time,and the negotiation of the ternB of aexchangs.
In larger markets,and whare buyer8 or Consuner8 ar8 separated
fromthe producers by distance,the negotiation of sales iz UN-
dertaken by sales personnsl of the firms,

Nost of the milk-based product8 are 8old regionally
by tta firmd,leaving very small guantities of the condensed
mlk to be exported to Laon,1 a nei ghbouring country. In re-
gional selling, the condensed nilk is 8old to wholesalersjbut
the pasteurized fresh milk and ice gream are 8old beth to re-
tailers and to individual consuner8 in Bangkok and alsewhere.

A8 to the paynment for th8 products,two systenB ars
practiced at present: (1)the payment is collected at the end

I)This information wag colleacted from th8 Phranakora MIk In-
dustry €Ce.p,Ltd.in the arsa Of Samuthpragar,Thailand.
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of eaoh month,and (2)the payment is collscted at the time of
sals in cash from gsome regular and irregular customers, Roth
systems are suitable and effective for the seller and buyers
to practice.

2)Bsfore selling,esach product is reasonably priced
by the manufacturer. Pricing of produote reflects the nature
of eompetition in the market,the alasticity of denand for the
products,the sellers'costs,and gross nargin. Cher factors
whioh may condition the prioing are the availability of e ub-
stitutes fOr the gellars'dairy products,the attitude of ous-
tomers about fair or eguitable pricing,and national laws and
regul ations affecting marketing.

Most O the produote are priced under condition Of
strong competition rather than otherwi se. And the fixed price
must be under the oontrol of the Mimistry Of Commerce of Thai-
land. The following table shore amethod Of prieing the con-
denoed =ilk practiced by the firms today.

This prioing nethod is baaed on the seller's total
per-unit cost of the product(ooet of ingredientas+operating
expenss)plus an additional margin for profit. In the table one
of the manufacturers of the eneetened coadeneed mlk finds nis
total Per-unit cost to be 3.67 Baht,and if he adds 0.34 Baht
for profit,his price to the wholesaler should be 4.01 Bgpt. Rut

inreality the per-unit price ta the wholesaler is 3.33 Baht,
thus the per-unit loss is 0.34 Baht.

Table 12

Illustration of the Cost-Plus Method of Pricing One Tin
of 397 Grams of Condensed milk By the Firms,Thailand

1973
Agent Cost of Cross Margin Selling .\
Good Operating Profit+ orx| Price
Expenses Loss-
fanufacturer| 3.15 BRaht 0..52 Baht | -0. 34 3.33 Baht
Whelesaler 3.33 Raht™]| 0.13 Baht 0.04 Rahtl 3.50 Baht
Retai l er 3.50 W®aht 0.15 Baht 0.10 Baht| 3.75 Baht
Consurer 3.75 Baht+4 = |

¥
Sourca- The Bangkok silk Product ¢e.,Ltd.,the Phranakom

Co-operative Store,and the Bepartment Of Domestie
Trade under the M ni stry of Commeroce.
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The wholesaler,in tura,adds his oporating sxpenses
and profit to the 3.33 Raht paid t$o<~the ranufaoturer for the
product,and the retailer follows a similar procedure in setting
the price of the produot for ralo. ®sr all economic agents,the
price oharge for ths product will vethe total of threesepa-
rate major items,as follonor

Cost Of Goods+Operating Expenses+Profit{or-loss)=
price Of Produot.

In this equation,Oporat_i—:ig Expenses+Profit(or-loss)s=
Qoss Margin. The manufacturer attaehes ® spuoial inportanoo
to the gross margin. He seeks to o®tain a price for the pro-
duct high enough to yield a net prefit within the gross margin
over and above his operating expemses Of administration, But
he fails to achieve this objective hecause his selling price
is controlled by the %inistry of Cémmerce., Besides this,the
cost of ingredients has inoreased c;élnlidorubly since 1971.

3) Basides the selling aw‘d t he pricing,other market-
ing functions are also pnerformsd,at least {O gome extent by
the firnms. The transporting,the smovaments Of pasteurized fresh
wilk,ice cream and SOMe other dli'rr"‘:;':re'duets by refrigeration
truocks,is invariably performed by the firms, But the transporta-
tion Of the econdensed ailk by trudks from the dairy plants is
usual ly performed by buyers. sefors tho transporting,the gon-
densed mlk is nornally kept In a sterercom in the dairy plant,
but the other dairy products are stered In sold otorago roons
of the firns fer preservation of ﬂr@;; qulitie-.

To guarantee conpolitiqn;ggl quality of the products
as prescribed by tho Food Quality Eﬂtml Aot 1964,grading,
standardi zing and controlling the prbduct- are undertaken by
the firns all year round. A group o_i:.offioisl- of the Minis-
try of Public Health inspects and aaslyses the products ire
regularly to make sure that the n.rémt cowply with the provi-
sions Of the det. |f not,the prodnclﬁi@l econcerned aro punished
according tO the Aet's provisioens.:

Closely related tO these Punetions is the packaging
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of evary kind of the product to protectit from physical da-
mage and loss of weight and food vawe in handling. For ins-
tance, the condensed milk is put into a tin of 397 grans volume.
The tin is then labelled With a paper bearing the follow ng:
(1)unswestened condensed whol e milk or sweetened whole nmilKk;
(2)nane and residence of the producer;(3)net weight of the pro-
duct; (4)registration figures; and (5)kind and quality of vita-
mns added,i.f any, The nain purpoae of this infornation is to
hel p customers in buying the nutritive product. 48 condensed
milk tins are put in each paper carton for delivery.

Risks associated with the dairy businese,which oecur
in various forme,are insured againet by the firns through pri-
vatel y-owned insurance agencies,for Which regular prem uns
are paid. This function creates sound dairy business.

To cover axpsnees fOr marketing functions,tinancing
is performed by the firms. Certain funds gre acyuired and set
aside to cover narketing costs and for investment in products
field for sals. The capital of the firnma available for this

purpose may be adejuate,but credit extended by a bank to the
manufacturers is al so used.

4.3 wgtal Costs and :evenue

Now we turn to the dairy firns'total costs and in-
come to know their whole financial status. Fo achieve tris
purpose we shall first invastigate investments and total costs,
cost of ingredients+onerating expenses,and then incone of the
dairy firnms.

A+3%,1 |l nvestnent8

"Iy, the seuss Of econcrics,investment IS ithe produc-
tive employuont Of capital--the direction of savings into uses
tuat fill an acomownic snead." The maln investaent Objective is
to earn profit for investors. according to the survey by the
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witer in 1971,in the dairy business enterprises the entrepren-
eurs' invested their capital in four items: lands,dairy equip-
ment,buildings,and oars. These itens are produotion factors.
O these factors,buildings and dairy equi pnent are the nost
important. That is,they were purchased at great cost. The a-
mount of investments in the first varier according to eaah
ventura's sisze, Howaver the approximate amount of investnent
per venture was 20,000,000 Baht in 1971. Cn this figurative
basis,the total investrment of the eight dairy firnms anounted
to about 160,000,000 Baht in the sane year. (Please note that
prices of goods in 7railand have increased considerably,and
the anount of the investnent today iS thus greater than
20,000,000 Baht.) This is a considerable armount for agntrspre:-
»urs in an econovically.underdeveloped country.

A43.2 Tot al Costs

I nvestigation shows that all cost items defrayed by
the firms inelude{l)costs Of prawy materials or ingredients and
(2)operating expenses. The itens of operating expenses are
wages,taxes and fees,fuels and electrical rower,allowances,
nackaging,interest ON borrowed capital,insurance,advertising,
repairs Of buildings and ejuipment,depreciation of buil dings
and e juipnentf{machinery,service a uipmn-at and tools),and M S-
cel l aneous others. | N addition,one Of toe siskt dairy firas
has renting expanses,owing no office or physical dsiry plant
of its orn. cf these cost items,packaging,taxes,wages and raw
material purchases are the mpbst inportant, from an econom c
point of view In 1970 the total costs of the eight firnma
anounted to about 9,415,215 Raht,l)or about 11,3% 1,901,9 3akt
per firm.z) It was considerable for each firm

lT"-Fhe reason for the approximation is that the firms did not
give exactly preacise data,due to business confidentiality.

a)Thia. data i s obtained from a survey and confirmaed oy a aa-
narar Of the Bangkok Dairy plant Go.,ltd.
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4 .3.3 Eevenue

The revenue earned during the 1970 period was of
two types:{1l)operating revenune,and (2)nonoperating revenue.
The firet type results from the normal and reourrent primary
aotivitiee of the enterprises,the sales Of dairy products.

The ® cuond type results fro8 the more irregul ar and unpre-
dictable activities of the firms apart from sales of dairy
products. Occasionally,the firm sells some Other aasseat rhioh
was originally intended to be used rather than sold. Naverthe-
less,the sale Of dairy products is the nain e ource of revenue
of the firns. Yore particularly,the sale of oondeneed mlk ie
the main gsourcs of revenue.

In 1970 the sight firms'revenuess were approxi mately
99,375,000 Baht,or about 12,421,875 Baht per firm It is not
really too small an amount for newdairy industry in this
country, This data hae been confirmed by the mentioned manager.

434 Net | ncome

Non we come to neasuring dairy business income for
the 1970 period by natching the realized revenues and the re-.
lated expired total costs in order to know the finanoisl posi-
tion of the ventures. The following is the process of measuring
the inoome

Revenues from the goods sold 99,375,000 Bant

Rel ated expired total costs 90,415,215 Baht

Net i ncone #4953,785 Baht
The not incone per firm was about 1,119,373.13Baht in 1976, It
ras tbue a positive net inoone. #rom an accounting point of
view Tn sum,the dairy business operations in 19706 are succes-
sful,because the realized revenue exceeded the related expired
total costs.

4.4 vairy Business Froblsms

Last,but NOt least,is the problamatie aspect of the
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dairy business of the firms, Although the firas are success.'al
48 such,tb ey have ancount2red sSome econoxmic nroblams since 1371:
{1)considerable increase in price of imported raw mnaterials used
in the prodiction nrocess,{2)lower prices for condensed ~ilk
sold in : hailand, 3)grcater axnenge fOr repairing dairy ejuip-
“wzityand | A)strons comnasition amony the dairy firms thecselv 18,
Cf the four problems,tne first and the second ars nost signi-
ficant today. A8 tOo the first,the vrices Of inported raw mate-
rials 1O ke usad in the nNroduotion process has increased by
about 2% per cent since 1;;71.1; In consequenc2,ina coSt of tha
coniensnd wilk IS | igh, The manuracturars have had nesativa
incomes =2ince than. or the sacond,tlie retail price per one tin
of %Y7 grans of condansed rilk 1S 3.75 Haht today:it iS too

low. T4 doas NOt take iNtO considersti~n costs ani exnensas,

But tha ratail prica IS the ceiling nric: fixed by ihe liqnistry
of Commerca and cannot be increased by the selliesrs,without
violating the | aw.

————

1‘Eﬁditorial in tre Nation,Qctober 31,1972(Newspaper iN inglish).



