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Executive Summary

Research and development project on logistic system

development of the Royal Project’s important crops

The Royal Project foundation has introduced a cluster logistic system to use in
some Royal Project stations. The main objective is for the (Royal Project) stations
with low agricultural products in a nearby area to gather their products at the same
collecting center in order to deliver the products to the Royal Project packing house in
Chiang Mai and Bangkok or to customers accordingly. In doing this, a cost from
product loss is decreased and a good product quality is maintained until reaching
consumers’ hands. Nevertheless, the Royal Project has not had a cluster logistic
system for a very long, some centers gave it a trial and is still using the system now,
while some other centers stopped using the sysseme cluster centers adjusted the
number of logistic participating stations showing that there are conditions and many
factors involved in an effective management of the cluster logistic system. Therefore,
the objectives of this study are to examine the management characteristics, advantages,
disadvantages, obstacles including conditions and factors in the cluster logistic system

application.

This study is also aimed to find the effective logistic development approaches for
those Royal Project centers in terms of better logistic system and to fulfill the objective of
the cluster logistic management. Besides, the data derived from this study can be used as a
development approach for other Royal Project centers on the issue of the cluster logistic

system.

The data on cluster logistic system — advantage, disadvantage, problems and
constraints to explore successful factors of cluster logistic system of the Royal Project
stations — derived from 2 groups of the clusters. Both qualitative analysis, using in-depth

interview and quantitative analysis on budget, are applied by comparing transportation cost



between direct products delivery from each station and to the Royal Project packing house

in Chiang Mai. The conclusion of the study is classified as shown below:

1) The management in cluster logistics systems within the Royal Project stations

- The 4" cluster of the Royal Project stations

This is the clusters between Maetho, Maesariang, and Maelanoi
stations started in 2009 by having the Maetho station as the products
collecting center to deliver the products to the Royal Project packing house
in Chiang Mai three to four day per week. Cooling truck is used for product

transportation. The main products of this cluster are leaf vegetables.

- The 7 cluster of the Royal Project stations

The 7" cluster consists of 7 Royal Project stations and 2 royal
agricultural stations which are Nong Hoi, Maesa Mai, Tung Roeng, Tung
Rao, Huai Siao, Mae Phae, Mon Ngo stations, Mae Lod and Pang Da
respectively. This cluster aims to collect and deliver products within the
group to the Royal Project packing house in Bangkok. At present, Nong Hoi
and Pang Da stations are the collecting centers where Nong Hoi station
covers Nong Hoi, Maesa Mai, and Mae Phae stations, and Pang Da station
covers Huai Siao, Tung Roeng and Tung Rao respectively. The products’
transportation is done by using cooling trucks supplied with more than 30
varieties of crops which are in demand of the customers.

Besides the direct product delivery, this cluster also collect products from Maesa
Mai station to Nong Hoi station in order to deliver the products to Chiang Mai which is a
shorter distant for the Maesa Mai station instead of delivering to Chiang Mai

straightforwardly, therefore transporting cost is minimized.

The Mon Ngo and Mae Lod stations which are part of theldster do not
have collective product delivery because their stations are located far from the two
collecting centers. It is a shorter distance for the two stations mentioned above to
deliver their products directly from their stations to the packing house in Chiang
Mai compares to delivering to their clusters’ collecting centers as the road to get

there is further uphill with a longer distance to Chiang Mai, whereas the road from



2

Mae Ngo and Mae Lod to Chiang Mai is more of a straight road and their

transporting cost is minimized compares to another way round.

The cluster logistic system for both th® and the ¥ clusters created some
activity changes in each logistic systems of each station. The essential changes
occurred are activities related to transportation in which delivering date and time
may be varied depending on the collecting centers. At the same time, there are
some certain changes in production plans of thecldster. To clarify, the 2
cluster decided to have a joint production plan because most of their products are
of the same variety. For the stations that serve as product collecting centers
delivering to Chiang Mai or Bangkok, there are more changes in a certain activities
compares to other stations. Particularly, activities related to quality control of the
products delivered including more coordinating work to interconnect between
stations within the clusters and between marketing sectors about the products to

deliver, documents, and increasing product-quantity control.

Regarding changes in terms of production cost of each station under the cluster
logistic system, all stations under the Pang Da center except the Pang Da transportation
cost has increased causing from cooling trucks to collect their products. For Huai Siao
center, transportation cost has increased because two deliveries have to be done on the
delivery day to the packing house in Chiang Mai and to a certain product collecting
center for a direct deliverywWhile other stations can save transportation casiuse of

collective product delivery, the transporting journey is, therefore, shorten.
2) Advantages, disadvantages and constraints

The cluster logistic system creates advantages, disadvantages and constraints and
each station has both similar and different details.

For the advantages, every stations benefits from 1) products are more fresh and
could be kept for selling in a longer time, resulting satisfied and confident customers (in
case of a direct delivery to Bangkok), 2) reduction of production cost in terms of post
harvest management of the Royal Project, 3) there are more supports and cooperation
between stations within the clusters, and 4) reduction of the over-all transportation cost

for the clusters as a whole.



The other advantage gained in the case oftr@uster is that collective logistic

management makes the cluster have a bargaining power in terms of product quantity.

For the Nong Hoi station, the cluster logistic system creates more labor efficiency
in particular during the low production period.

Concerning the disadvantages of the cluster logistic system; some stations have
less incentive because there are more costs in terms of delivery and packing while the
selling price is the same. At the same time, management becomes complicated since
more coordinating works have occurred so that product delivery goes according to the

plan.

Problems and constraints emerged during the cluster logistic procedure differed in
each station, many constraints need to be fixed within the cluster or between involving

agencies.

Problems’ characteristics in case of the direct delivery when the cluster does not
have enough products to feed the demand of the customer, middle man price rivalry
occurred at this point which affected the quantity of products to deliver according to the
plan. In addition, certain characteristics of agricultural products which cannot be to
totally controlled in terms of production affect production and delivery plans. Skillful
labor deficiency happened in packing particularly when a certain collecting center did
not have that type of product. Labor shortage in the packing stage occurred in centers
where laborers were in high demand. Some clusters are not confident about their product

management and collecting including problems of communications.
3) Conditions and factors to success of the cluster logistic system

Condition and important factors that lead to an effective cluster logistic
system for all stations are: 1) good coordination between clusters and within the
Royal Project stations of each cluster for having mutual targeted quantity as
planned and reduction of transportation cost, andction of collecting station of
each cluster should not be too far for other member stations to deliver their
products which can cause an increased transportation cost.

Specific conditions and factors for a certain cluster are as the follows:



3.1 Conditions and factors to success of theckister are; 1) Understanding
and competence of personnel who accept in the mutual goals of the cluster
logistic system 2) the number of stations participating in a certainstgr
should not be higher than the capability of the cluster's center for the
effectiveness of inter-stations coordinatiod) effective management and
sacrifice are required from the cluster collecting center by regarding the overall
benefits for the Royal Project as a whalgQuality control needs to be done
from the beginning of the production lines to the consumers, 5) Products from

each station could be replaced with products from other stations.

3.2Conditions and factors to success of tHecluster - Nong Hoi branch
are: 1) the number of stations involved is not too many more than the ability of
the center to have an effective coordination within the clugteeffective
management and sacrifice of the collecting center are needed by considering the
overall benefits of the Royal Proje8), Quantity and variety of products from
each member station resulted in product sufficiency according to customers’

demand, particularly for the direct delivery to Bangkok.

3.3 Conditions and factors to success of thecltister - Pang Da branch are
guantity and variety of products from each member station resulted in product
sufficiency according to customers’ demand, particularly for the direct delivery

to Bangkok.

4) Effective management approaches on the cluster logistic system for each

cluster in the Royal Project

. The 4" cluster should improve on a direct delivery by considering
product varieties in accordance with the direct delivery and competence of the
packing house of the cluster at the Mae Tho station. The Mae Tho station is
the only station in the cluster to have a standard packing house ready for
products from other Royal Project stations.

. The 7" cluster — Nong Hoi branch should inform and clarify the cluster
members on product collection to have the same understanding within the

cluster.



B

. The 7" cluster — Pang Da branch: 1) The direct delivery plan should
be decreased for products that required a lot of production’s activities, 2)
stations with an increased transportation cost should change their delivery plan
to reduce transportation cost, and 3) a pay rise should be considered for the
very skillful packing workers
In addition to the development of the cluster logistic system, it is essential for
all clusters to understand the principles of a collective logistic system. In doing so,
members of the cluster logistic system can see the benefits of the cluster logistic
management system so that they are willing to participate and coordinate in the
implementation and solving of problems. To embrace their mistakes while
mutually seeking for solutions is crucial, particularly, for a new cluster, there
should be meetings organized to have a regular problem hearings and collective

problem solving accordingly.
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