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Executive Summary
Action Research for Logistic Management of the Royal Project Products

In 2012, many of the Royal Project centers have developed the GMP system for the
overall production management from product collecting, grading to packaging so that the
products are ready for customers’ delivery. It is crucial to reduce procedures and time of
product management since more procedures in management effects more loss to be. The
Royal Project Foundation, therefore, has started to deliver products from the Royal
Project centers to customers directly on the basis of time, and cost efficiency. However, a
direct-to-customer delivery has been done for a while, but there is no clear data on
logistic management to compare products in each season.

This study, hence, has the main objective to study the effective logistic management
on direct-delivery products by separating the study into three areas:

1. To study costs and revenue on the logistics management of the Royal Project
products by comparing the result of the direct-to-customer delivery and the
delivery from Chiang Mai packing-house

2. To assess potentials in products’ management of the Royal Project packing
house in Chiang Mai, and the other Royal Project centers’ packing houses

3. To study the possibility of logistic cooperation with a private sector

Researchers in this study expect to gain a good model in logistic management of
the Royal Project from planting plots to targeted customers. In doing this, it can also
serves as the data for the Royal Projects’ administrators to choose cost-efficiency
logistics in order to reduce loss, and to get quality products according to the need of the
customers as much as possible. Besides, for data on potentials of product management in
the Royal Project packing house in Chiang Mai, and in the other Royal Project centers,
administrators in each center can use the data to be part of their decision making. As a
result, the management of the packing house in each Royal Project center would be more
effective.

There are four study areas which are: 1) Two groups of cluster logistic system; the
Maetho Royal Project cluster composed of the Maetho, the Maesariang, and the Maelanoi
stations, and the Huayluek Royal project cluster composed of the Mokjarm, the
Angkhang, the Nongkaeo, the Gaenoi, the Maehae, and the Inthanon stations, 2) Packing
house of the Royal Project Foundation in Chiang Mai, 3) Packing house in Kasetsart
University, Bang Kaen Bangkok, and 4) Product delivering points of targeted customers.



U

Data analysis and summary of the study’s results
Data analysis and details of the study’s results are divided into 3 issues. Aspects
of each activity, analysis methods, and how to analyze the data are clarified below:

Activity 1 To study the cost, and revenue received from logistic management of
the Royal Project products from the mentioned royal project centers/stations to the
customers directly compared to the logistics via the packing house in Chiang Mai. As
well as that, to consider a suitable direct transportation cost by calculating from distances,
and maintenance costs.

The study method

To compare cost, and revenue in terms of logistic management of the Royal
Project, data on unit of product in each season is analyzed by comparing the revenue of
the direct-to-customer logistic management, and the logistics management via the
packing house in Chiang Mai. In order to analyze the data, the comparison of revenue
from logistic managements according to type of product, and packaging is done in each
season starting from the cold season (November 2012-February 2013), summer (March-
June 2012), and rainy season (July-October 2013). Relevant to that, the quantity of the
product depends on seasons, therefore, data collection and analysis consisted of:

The comparison of cost and revenue between the direct-to-customer logistic and
via the packing house logistic is the overall assessment of the Royal Project Foundation
by showing: 1) The cost occurred since the purchase of products from farmers until the
end destination along the route of a direct logistic from the centers and via the packing
house in Chiang Mai whether the royal projects’ marketing section in Chiang Mai or in
Bangkok are the ones who response for the relevant expenses. However, according to this
study the cost does not include other expenses of the marketing section in Chiang Mai as
part of the cost. 2) The analysis of the revenue shows that there are two revenue streams
which belong to the Royal Project Foundation, and the initial revenue of the direct-to-
customer centers. For the direct-to-customer logistic of the Royal Project centers, the
centers can sell products in packages whereas to sell via the packing house in Chiang
Mai, the products will not be packed. For the initial revenue of the direct delivery and via
the packing house in Chiang Mai, the calculation is done by using the income received at
the marketing section in Chiang Mai deducted by the overall cost of the direct-to-
customer and via the packing house logistics. These costs mentioned do not include the
transportation cost to Bangkok (from the Chiang Mai packing house to customers
directly), for which this part the Royal Project marketing section in Bangkok is the one
who responses.




Summary of the study’s results

The result of the study to compare cost and revenue of products in each centers
found that there are both high and low initial revenues gained from the direct-delivery
products. Products with high revenue are the ones purchased from the marketing section
in Bangkok. For products which caused loss derived from many factors which are: 1)
high buying price from the farmers because of a price guaranteed scheme, or the
unavoidability of high price accepted to fulfill products’ demand for the direct-delivery
planned, 2) The loss caused from packaging, this would not occur in case of a post-
grading purchase. The production cost is high when the whole-plot purchase is done in a
season that products have a high buying price from the farmers, 3) Labor cost in grading
is high, particularly, for products that need careful attention for grading, 4)
Transportation cost from the farmers’ plots is high because of aging vehicles’ conditions
causing a high maintenance cost, and a high fuel consumption. Besides, if some members
of a certain Royal Project center are scattered around, the centers have to go all that way
to collect the products. In case the transportation cost for that part is omitted, the centers
will have a high transportation cost, 5) high salary ratio, in particular, for the centers with
an overall high salary of personnel, but with low productions’ quantity.

The study comparing the direct-delivery logistic from the centers, and the logistic
via the packing house for total 20 products, found that 19 products which directly
transported from the centers will give lower production cost than to transport via the
packing house in Chiang Mai; except for Red oak leaf lettuce (pack) from Maesariang
center with a high loss occurred in this centers. For the revenue shows the same result as
cost that only Red oak leaf lettuce from Maesariang has the lower revenue from delivery
via Chiang Mai packing-house (Table 1).

Concerning the cost of the direct-delivery logistic, the Royal Project’s vehicle
section calculated the fuel cost at 23 baht/liter which does not reflect the actual cost of an
increasing oil price which is now more than 30 baht/liter. The vehicle section is the one
who responses for this hidden cost, therefore, to set a suitable selling price of the
products the actual cost of the transportation should be considered. Table 2 shows that
transportation costs from the 4 sample stations are from 24,414.57 — 25,971.71 baht per
route (Table 2) while the vehicle section charge from the station and the Bangkok market
section total amount of 19,400 — 20,800 baht per route which is lower that the real
transportation cost. Therefore in order to set the selling price which cover all cost the real
transportation is needed to be considered.




Table 1 The comparison of logistic cost and return between Direct —to-customer delivery

and Packing-house delivery

Amount (baht per kg.)

Cost Return
Direct — Via Chiang Price recipe Traqspor Direct—  Via Chiang
. tation .
ltems to- Mai by market cost to to- Mai
customer packing- department Bangkok customer packing-
delivery  house delivery house
The MaeHae Royal Project Cluster
Cabbage (pack) 14.37 16.43 18.59 2.81 4.22 2.17
Red Cabbage (pack) 30.78 32.46 47.31 3.37 16.53 14.85
Lettuce (pack) 24.67 31.52 47.76 4.40 23.09 16.24
The Royal Agriculture Station Inthanon
Cabbage (pack) 18.63 20.78 17.63 3.31 -1.00 -3.15
Zucchini (pack) 28.99 30.47 32.16 2.73 3.17 1.69
Fennel (pack) 47.79 67.84 46.97 4.02 -0.82 -20.86
Table tomato (pack) 36.31 39.92 39.98 2.49 3.68 0.06
Red cherry tomato 32.75 32.82 34.56 2.49 1.81 1.73
The MaeTho Royal Project Cluster
Baby Cos (pack) 47.93 50.52 44.76 6.70 -3.17 -5.76
Baby Pok Choi (pack) 46.02 63.39 51.73 5.83 5.71 -11.66
Red oak leaf lettuce (pack) 53.21 57.58 57.76  9.89 4.55 0.18
The MaeSariang Royal Project Cluster
Baby Pok Choi (pack) 43.33 49.03 57.73 5.70 14.40 8.70
Red coral (pack) 63.13 68.84 45.48  10.00 -17.65 -23.36
Green oak leaf lettuce 53.28 68.25 53.12 9.95 -0.16 -15.13
(pack)
Red oak leaf lettuce (pack) 56.97 54.08 57.37 9.81 0.40 3.29
Baby Cos (pack) 46.24 47.29 46.70 6.47 0.46 -0.59
The HuayLuek Royal Project Cluster
Lettuce (pack) 25.56 10.53 36.09 6.15 10.53 1.88
The Royal Agriculture Station AngKhang
Red Cabbage (pack) 36.23 39.23 44.88 2.32 8.65 5.65
Chinese Cabbage (pack) 35.36 37.99 30.88 3.80 -4.48 -7.11
The KaeNoi Royal Project Cluster
Lettuce (pack) 56.71 68.67 59.44 5.68 2.73 -9.23




Table 2 The comparison of distance and transportation cost for each route

Stations
Items
Maehae | Inthanon | Maetho | Huayluek
Transportation cost for stations 3,509.36 2,704.11| 4,296.38 3,408.12
1. Maintenance cc 290.28 220.19 439.85 322.49
2. Fue 1,174.24 890.70| 1,779.26] 1,304.55
3. Maintenance cost of cooling mact 188.00 94.00 117.50 94.00
4. The fuel for cooling machir 457.84 228.92 286.15 228.92
5. The allocation of salaries a
allowances for the driver (2 person,| 1 866.00 866.00 866.00 866.00
day,
6. Depreciatior 464.12 352.05 703.26 515.63
7. Insuranc fee 68.88 52.25 104.37 76.52
Transportation cost for BKK market 22,200.78| 21,710.46| 21,675.33 22,444.38
8. Maintenance cc 2,470.92 2,423.13 2,453.22] 2,506.32
9. Fue 9,995.36 9,802.04| 9,923.76| 10,138.56
10. Maintenance cost of cooling mact 564.00 517.00 446.50 564.00
11. The fuel for cooling machit 1,373.52 1,259.06] 1,087.37| 1,373.52
12. The allocation of salaries ani
allowances for the driver (2 persons, 3 3,259.98 3,259.98| 3,259.98 3,259.98
days)
13. Depreciatiol 3,950.68 3,874.27| 3,922.38/ 4,007.28
14. Insuranc fee 586.32 574.98 582.12 594.72
Total 25,710.14f 24,414.57] 25,971.71) 25,852.50
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Activity 2 To evaluate capacity in product management of the Royal Project
packing house in Chiang Mai and the packing houses of other Royal Project centers in
this study

The study Method

To assess the capacity of product management of the Royal Project packing house
in Chiang Mai, and other centers’ packing houses mentioned in this study. The ability to
take and manage the Royal Project’'s products per month is evaluated for the packing
houses of the royal project centers, and the packing house of the Foundation in Chiang
Mai. Data on quantity of products received into the packing houses, and products
distributed from the packing houses were collected by separating according to seasons
from July 2012 to June 2013.

Summary of the study’s results

The productions in terms of vegetables are the highest quantity for the Chiang
Mai packing house and for the Maehae Royal Project center, and the Huay Luek, and
Maetho clusters (the target group). There are more varieties of products at the Chiang
Mai packaging house compared to the other stations’ packing houses because it is the
collecting center for products from all of the Royal Project centers. There is less variety
of products at the Royal Project centers in the study area because of limitation in terms of
production factors. The Maehae center has the highest portion of vegetables compared to
other centers. The second priority products are fruits, and flowers, and in some centers
there are also herbs. Moreover, the Maelanoi and the Gaenoi centers there are
horticultural products as well (Figure 1-11).
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Figure 1 Product outflow volume from Chiang Mai packing house classified by
product type and mount during July 55-June 56
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Figure 2 Product outflow volume from MaeHae station classified by product type
and mount during July 55-June 56
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Figure 3 Product outflow volume from Inthanon station classified by product
type and mount during July 55-June 56
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Figure 4 Product outflow volume from MaeTho station classified by product type

and mount during July 55-June 56
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Figure 5 Product outflow volume from MaeSariang station classified by product

type and mount during July 55-June 56
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Figure 6 Product outflow volume from MaelLaNoi station classified by product

type and mount during July 55-June 56
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Figure 7 Product outflow volume from HuaylLuek station classified by product

type and mount during July 55-June 56
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Figure 8 Product outflow volume from AngKhang station classified by product
type and mount during July 55-June 56
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Figure 9 Product outflow volume from KaeNoi station classified by product type and
mount during July 55-June 56
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Figure 10 Product outflow volume from MokCham station classified by product

type and mount during July 55-June 56
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Figure 11 Product outflow volume from NongKhieo station classified by product

type and mount during July 55-June 56



When seasons are concerned, the production of each centers in the study area are
different. The highest production period for the Royal Project products is during the cold
season. For the Maehae, the Maetho centers and the Inthanon station, there is less
fluctuation of in-coming and departing products compared to other centers in the whole
year.

To assess the capacity of product management of the Royal Project packing house
in Chiang Mai, and other centers’ packing houses mentioned in this study by using the
highest monthly quantities within the study period show that all packing house be able to
increase their product. Table 3 shows the maximum quantities that each station could set
as the target. However there are many factors affecting the increasing of the quantities.
The important factors are the customer demand, production plan, climate and irrigation
system. Therefore it require the cooperation from many stakeholder to plan quantity
increasing.

Table 3Highest vegetable quantities from each packing house from July 2012 — June 2013

Name of cluster/station Maximum Quantities of vegetable per month (kg.)
Chiang Mai Packing house 1,314,080
MaeHae 365,357
Inthanon 181,446
MaeTho 22,542
MaeSariang 18,966
MaeLaNoi 12,968
HuayLuek 153,111
AngKhang 70,028
GeaNoi 74,211
MokCham 129,439

NongKhieo 37,366




Activity 3 To study the possibility of logistic cooperation with the private sector

The study method

To analyze the possibility of the logistic cooperation with the private sector,
particularly, in the case of a retailer company in Thailand, this company planned to set up
their own products’ distribution center in Lampang province. Their idea is to cooperate
with the Royal Project Foundation so that the products from the Foundation can be
distributed to the company’s distributing center in Lampang instead of allocating the
products to the Wang Noi Distributing Center in Ayutthaya province. The Wang Noi
distributing center will response for this part and will charge a specific transportation cost
with the Royal Project Foundation.

The transportation cost is, merely, used to analyze, and the principle to analyze is
done according to the calculation scheme of the vehicle section of the Royal Project
Foundation. In addition, the quantitative data on the transportation cost such as the
maintenance cost for cooling trucks/year, ratio of petro consumed for cooling trucks,
distances of transportations/ year, and the cost of the cooling system /times, derived from
the vehicle section of the Royal Project Foundation. Nevertheless, some data are adjusted
according to the actual cost such as the cost of petrol per liter, salary, and bonus of
drivers, cost of cooking trucks, and the maintenance cost of cooling room.

Summary of the study’s result

The comparison between the three logistic managements using the Maehae Royal
Project center found that (Figure 12):

Type 1 (Route A-B) The logistic route from the Maehae Royal Project Center to
the packing house in Chiang Mai with the destination at Wang Noi Distribution Center,
this type the Royal Project’s trucks are used for the whole route with the total cost of
transportation at 23,979.82 baht.

Type 2 (Route A-C-E) The logistic route from the Maehae Royal Project Center
to the packing house in Chiang Mai, and then continue on to the private distribution
center in Lampang using the trucks for the Royal Project Foundation. After that, the
products are transported by the company's truck to the distribution center in Wang Noi
with the total transportation cost at 16,100.54 baht (calculated as if using the truck of the
royal project vehicle section). However, if calculating according to the other private
company rate for one-way transportation the transportation cost is about 13,500, which is
about 20,077.31 baht in total.

Type 3 (Route D-E) The logistic route from the Maehae Royal Project Center to
the private distributing center in Lampang before continuing to the Wang Noi
Distribution Center with the total cost of transportation at 14,207.35 baht (calculated as if
using the truck of the royal project vehicle section).




Nonetheless, if calculating according to the other private company rate for one-
way transportation the transportation cost is about 13,500 baht with the total cost at

18,184.12 baht.

It is apparent that the co-logistic with the private sector reduced transportation
cost for the Royal Project Foundation in case the company charged the transportation cost
not more than 18.023.89 baht per time. In brief, the possibility to have a co-logistic
management with the private sector essentially depends on the transporting rate of the
company offered to the Royal Project Foundation. Another issue to consider {& the 3
type of logistic which is a direct transportation from the Royal Project centers to the
distribution center in Lampang. To clarify, the quantity of the products should fulfill the
whole trick making the transportation cost worthwhile for the production cost.
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Factors that affect the worthwhile direct-transportation of the Royal Project
Foundation, and approaches for the effective logistic management of the Royal
Project.

Purchasing price from farmers is a crucial factor for production cost of the
direct-delivery products with revenue in return. The royal project centers
should follow up on the products’ price regularly with the marketing section in
Chiang Mai to help with the buying price from farmers. This way, the centers
will not convene the loss from product purchasing. Although, sometimes, the
products’ price officered by the centers, motivated price must be considered to
encourage farmers to produce the needed products, or to have the price
guaranteed periodically. This, thus, will make the centers to have enough
direct-to-customer products according to the plan.

The cost of losses from packing is the main variable for the revenue of the
Royal Project Foundation. If the centers buy the products before grading with
the high portion of the unsellable products left after grading, the production
cost will be high. On contrary, if the centers buy the post-grading products,
there will not be the cost mentioned. Therefore the management for product
purchasing is an essential part for the production cost.

The transportation cost from the farmers’ plots to the packing houses of the
centers occurred in case the centers are the one who transport the products for
the farmers without calculated the cost in order to help the farmers, or the
transporting cost collected from the farmers. This issue depends on the central
policy of the Royal Project, in which how much this cost could be subsidized.
However, this part of the transportation cost can save the expenses of the
centers in case the vehicles are well taken care of in order to reduce the
maintenance cost of vehicles which is part of the logistic cost as well.

The cost of a share per production unit affects the overall revenue of the Royal
Project. If a certain centers have a high salary ratio of the personnel, and the
production is low, this will cause high production cost per unit. In this case,
some centers with high expenses of salaries might be encouraged to produce
high value products, or to increase the production plan.

The transportation cost from the centers to the packing house in Bangkok, or
to the customers directly is the responsibility of both the centers and the
packing house in Bangkok. To add, the logistic calculation is not done with
the actual fuel price. Therefore, the new calculation of the logistics should be
done to reflect the genuine cost. Currently, the vehicles’ section is the one who
bares this hidden cost. If the new calculation is done resulting higher actual
cost, the responsibility of the expanded cost depends on the policy of the
Royal Project on how to deal with the issue and the foundation should
consider to increase the products’ price to cover this part of the logistic cost.



"

e The transportation cost set by the private sector, in case of co-logistic, should
not be higher than the transportation cost done by using the cooling truck of
the foundation. Apart from logistic cost to concern, the advantage of the co-
logistic with the private sector should be considered. In the case if the Royal
Project Foundation could not supply the products according to the plan, or
could not fulfill the cooling truck, to make a shorter distance will cost less
transportation expenses compared to a longer distance. Another advantage,
from the co-logistic with the private sector, is that the vehicle section of the
Royal Project Foundation could deliver the products to other sources more
because of the effective time consumption from the private sector logistic.
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