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ABSTRACT

Tobacco is one kind of economic crop. It is the main raw
material used by the cigarette industry. Thailand Tobacco Monopoly
used three types of tobacco. They are Virginia, Burley and Turkish
tobacco. Virginia, Burley and Turkish tobacco is produced in North-
eastern Thailand. This thesis studies the costs and returns on in-
vestment of Virginia, Burley and Turkish tobacco produced in the

Northeastern region of Thailand.

Primary data for this study was taken from the farmers who
produced and cured tobacco in 1984/1985. Specifically, data for
Virginia's tobacco was collected from Ban Pon Sa, Amphoe Tha Bo in
Nongkai Province; Burley's data was collected from Klang Thung, Amphoe
Thatt Phranom in Nakorn Phranom Province; Turkish's data was collected

from Rob Muang, Amphoe Muang in Roi Ed Province.



The results of this study revealed that the average area of
the Virginia farm is 8.95 rais while Burley farm is 1.225 rais and
Turkish farm is 3.30 rais. The average oﬁtput of Virginia's farm is
2,729.20 kilograms of tobacco, Burley's average output is 363.10
kilograms and Turkish farm's average output is 738.45 kilograms.
‘Costs of production per kilogram of Virginia, Burley and Turkish is
25.15, 23.75 and 23.30 baht, respectively. Costs of production per
rai of Virginia, Burley and Turkish is 7,670.71, 7,038.58 and 5,229.84

baht, respectively.

Virginia tobacco farm showed the highest return on investment
with the second highest return being Burley, and Turkish tobacco yield-
ing the lowest return on investment. Examining the Profit Margin on
Sales and the Profit Margin on Costs, the Profit Margins on Virginia,
Burley and Turkish tobacco sales were 0.35, 0.18 and -0.03, respec-
tively. The Profit Margin on Costs of Virginia was 53.34 %; of Burley,

21.77 %; and of Turkish, -2.61 %.

Virginia tobacco also showed the most satisfactory result on
other returns on investment, such as Contribution Profit Margin on
Costs, Cash Profit, the Total Costs on Total Revenues ratio and Break-

Even Point.

It could be concluded then, that Virginia yielded the most
satisfactory result from production with Burley and Turkish being

second and third, respectively.

One of the problems of Virginia tobacco production involves
the wood used for fuel when curing tobacco. As a result of Virginia

tobacco production, part of natural resources is destroyed. Because



the law concerning the destruction of natural resources is more severe
than in previous years, the supply of wood is lower. As a result, the
material costs of Virginia tobacco are higher than those of Burley or
Turkish tobacco. Virginia'é material costs are in fact higher than

other cost factors of Virginia's production.

One solution to this problem is to grow Eucalyptus trees and
Luceana Leucocephala specifically for wood. Another solution would be
for the the Thai Government to subsidise the mining of Lignite.

Lignite can be used in place of wood for fuel.

The main problem'with Burley and Turkish production is that
labour costs per unit are too high. The output of the tobacco farms
for Burley and Turkish tobacco production does not correspond with The
Thailand Tobacco Monopoly quota. There is also an over-supply of

labour used comparing to the yield received.

One problem of Turkish production is that it produces a
surplus crop above the quota set by the Thailand Tobacco Monopoly
which can not be sold, thereby the farmers lose money on the surplus

crop.

The solution to these problems would be for the Thailand
Tobacco Monopoly to increase the quota for production and widen the
market. Another solution would be to encourage farmers to use surplus
labour for other productive purposes, such as weaving, producing hand-

icrafts or other crop cultivation.
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The last problem encountered is that part of the loan obtained
is used for unnecessary consumption instead of for production, and as

a result, unnecessary liabilities are incurred.

One solution to this problem would be for interested parties
to set a plan for the use of loan capital, and train farmers to make

a better use of their capital.
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