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Executive Summary

The study on “The Strategy and Supply Chain Management of Dairy Product,”
is intended to investigate into the need for dairy product consumption and the supply
chain management as well as to analyze factors connected with the development of
the supply chain management so that the practical solutions to the problems of the
management can be obtained. The methods of the study include the use of
questionnaire, in-depth interview, group meetings, and GIS study,

‘The results of the Study

-Overall Picture of the Supply Chain Management

From the up-stream, mid-stream and down-stream, there are 20,107 dairy
farmers, 380,203 head of dairy cattle with the rate of producing raw milk of 10.3
kg/day/cow.

There are 117 dairy farmers cooperatives with total income of 7,971 million
baht and are able to receive 1,970 tons of raw milk per day. Their products are
higher that the total of raw material received 1,288 tons per day. There are only 18
cooperatives which are able to produce pasteurized milk, the rest have to sell raw milk
to privately-own factories.

The cost of transportation is 90.15 baht per tonnage and kilometer. Thus,
there is a need to develop the logistics and supply chain system to reduce costs and to
increase the quality and quantity of the diary products.

The Result of the study on the Supply Chain Management of Dalry
Products.

Transportation

The dairy farms are spread out due to different climate of each region and lack
of government plan for supporting diary farmers. This leads to transpoxtatlon
problems.

Some Cooperatives had to cease operation because of the hlgh transportation
cost due to the fact that the distance between dairy farms and cooperative is too long.
In addition, the increase of the oil price has led to and increase of the cost of
transporting raw milk from farms to cooperatives and from cooperatives to factories.

Road conditions also have effects on the quality of dairy products.

Marketing _

Domestic Market Because of the government policy to distribute milk to
schools during the school sessions, the dairy products in the market are over supplied
during the school vacations.

The getting rid of the over supply of the raw milk by transformmg it into
UHT milk bhas caused another problem during the school sessions, that is a
competition between UHT milk and ordinary milk.

Abroad  Because of free trade agreements, importing of powdered milk is
increasing. Its low cost production has affected the selling of local milk product.




Human Resource Management
Weaknesses There are two major points :
- The lack of personnel or major agency to promote and develop the
knowledge of logistics and supply chain;
- The lack of personnel or major agency to disseminate knowledge about
factory management in various areas such as :
1. In buying raw milk, facilities at factories must be clean and the
buying process must be quick and efficient.
2. Cleaning process of milk containers,
3. Storage of raw milk
- The lack of knowledge and facilities about information technology
connected with farm management and cooperative.
- Financial problem of farmers and cooperatives

Strengths

Farmers in many areas are interested in attending training programs
conducted by officials in the areas of husbandry to make the cattle healthy. Some
cooperatives are providing additional services to member such as selling food supply
for animals, veterinary services, and providing credits to members when purchasing
goods at the cooperative stores.

Directions of the Development of Logistics and Supply Chain Management of -
Dairy Products

Visions

To make the systems of Logistics and Supply Chain Management of
dairy products efficient with low cost and the products must be of high quality and
responsive to customers’ need.

Missions

1. To coordinate cooperation between Dairy Farming Promotion
Organization of Thailand And Cooperative Promotion Department.

2. To train personnel of cooperatives, and related agencies in the areas of
logistics and supply chain;

3. To develop the systems of information technology and communications in
order to support the supply chain management;

4. To develop the basic structure of logistics and supply chain in order to
promote the potential of dairy production.

Objective (Faster, Better, Cheaper, Cleaner)

1. To reduce cost of Logistics of dairy products;

2. To develop are efficient distribution system of dairy products;

3. To reduce wastage of dairy product in the supply chain system.;

4. To reduce the duration of time in transporting raw milk from the place of
origin to other places;

5. To increase efficiency of facilities and machines;



6. To increase of knowledge of farmers and cooperative members in the areas

of supply chain so that they can distribute their products efficiently.

The Strategy of the Development of Loglstlcs and Supply Chain Systems of Dairy

Products.
At the National Level
1. Establishing a joined committee composed of representatives from Dairy

Farming Promotion Organization of Thailand farmers’ cooperatives, and
entrepreneurs to lay down a plan for developing the system of dairy
product supply chain,

Planmng the development of the dairy product logistics and supply chain
systems in order to increase the efficiency of dairy production system;
Setting up a zoning of dairy production system to increase the production
efficiency;

Studying, evaluating and developing basic structures both in physical and
non-physical aspects;

Educating and training personnel in the areas of logls'ucs and supply chain;
Establishing a benchmark of success in the logistics and supply chain
management of dairy production,

At the Cooperative level

1.

Each cooperative must evaluate its logistics potential in the physical
structure, human resource, distribution of products, transportation, product
management, information technology for management and logistics costs;
Planning the development of the logistics system to reduce problem and
increase the potential of competitiveness.

. Developing the potential of cooperative personnel to be able to acquire

knowledge and skills in the management of logistics and supply chain;
Building linkages between supply chain and demand chain to make the
logistics system more efficient.

Developing benchmarks of success in the development of the logistics and

‘supply chain system.

Disseminating the knowledge of management of logistics and supply chain
to farmers.

Suggestions

1.

There should be zoning management for dairy farmers and the number of
farmers should be large enough to make the cooperative function. From
the study, each Cooperative should have at least 200 members to make it
economically viable. The cooperatives and Farmers should be given the
knowledge about transportation. They should know how to manages the
transportation system, to minimize costs and time.

The government should adopt a policy to supply milk to schools 365 days
so that there will be no over-supply of milk in the market. The
government should take a lead in encouraging setting up factories to
produce powdered milk using the over supplied milk in the market and to
export it. In the initial stage, the government may have to invest or closely



supervise this production to make it viable before letting the private sector
to take care of it. '

. The government should launch a campaign that fresh milk is richer in
nutrition than powdered milk. There should be signs on the product made
from fresh milk to show that it is a product made from fresh milk and is
richer in nutrition that powdered milk.
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(Center Receive Milk Follow Diagram)
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(Raw Milk Truck Follow Diagram)
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31U 4.7 A3z IO UUBWHUAKNER (Flow Chart)
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51 4.9 AanszuINmOUYe WHUINEA (Flow Chart)
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