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ABSTRACT

Coffee, as one of the cashcrops in Thailand, is
increasing in importance to the national economy since the
plant grows well in highland as well as in the lowland areas
and crop yields were very encouraging. Therefore the author
believes that better marketing methods and cost efficiencies
in production would greatly improve the growers' income in
the long run. s Thus,a study on income from coffee production,
characteristics of as well as problemsg on running coffee
plantations and marketing of coffee is carried out to uncover

problem areas where improvements are needed.

The study is carried out by personal interviews with
growers, processors, and consulting existing literatures and

reports obtained from relevant sources. Costs of coffee



production have been grouped under two distinct cost
categories - the farm (plantation) costs and the
processing costs. The farm costs for both Arabicas
and Robustas species and the processing costs for both
ground and instant coffee have been investigated. The
present value of money was used in computing the growers'

income.

The result of this study indicated that Southern
Thailand is the largest coffee producing region, making
up 93 percent of the total coffee plantations of the
country. Also, Robustas was found to be the most popularly
grown specie in the region. Farmers would buy 8 months
to 1} years old coffee seedlings from nurseries, transplanted
them in their farms and then waited for three years before
harvests. Investment in coffee growing is relatively low
initially but the cost of tending the plants reaches its
peak in the fifth year when the yields were highest. In the
ninth year the yields decline fast and the farmers would
decide to remove the plants from the plantation. The farmers
fully recovered their investments approximately within four
years if initial investment is taken into consideration;
but on the basis of annual costs and profits alone without
taking initial investment into account, the investment

recovery period is three years.



Arabicas is grown mostly in the highland areas of
Northern Thailand in terraced farms along the hill slopes
where the weather is generally cool all year round. Coffee
is one of the"substitution crops" introduced by the Thai
government with the aim of replacing the production of
illicit opium which has been the single cashcrop for the
various ethnic hill tribe minorities in the region from time
immemorial. The one year old coffee seedlings which the
growers raised themselves in their own nurseries, are
transplanted into their farms and there would be a three-
years wait before harvests. The yields from this specie
are found to be higher in the fifth year than in the
preceeding years. The investment recovery period, taking
into account the initial investment, is approximately
five years but, without taking into account the initial

investment, it is only three years.

When the present value of the accumulated farm costs,
computed from the first year to the ninth year of ;he plants,
are compared to the present value of the accumulated net
farm earnings, computed from the third year to the ninth
year, the present values of the accumulated net farm
earnings are considerably higher than the present value of

the accumulated farm costs. Moreover, the growers were




found to be receiving higher rate of returns from investment
than the fixed deposit rate of 13 percent of commercial
banks. The rates of returns from investments were 69.47
percent and 33.59 percent per year for the Robustas and

Arabicas, respectively.

A.study of the coffee processing revealed that for
ground coffee the average processing cost per kilogram
was 145.95 bahts and the rate of return from investment to
the processor was 39.17 percent per year with a payback
period of 2.6 years. For instant coffee, average processing
cost per kilogram was 263.86 bahts, the rate of return
from investment was 27.05 percent with a payback period
of 3.7 years. The coffee processing industry involves a
large investment in equipments and machineries and the
major costs of coffee grinding were found to be mainly
raw materials‘(sha coffee seeds) and containers, whereas

in instant coffee processing depreciation is another

significant cost in addition to these two cost items.

The study also revealed the following major problems
of the grower-relatively unstable farm prices, exploitations
by middlemen, lack of coordination among the government
agencies responsible for aiaing the farmers and ignorance
of farmers in modern techniques in coffee growing. ' The

major problems facing the processing were inadequate market,

(=



outdated processing technology and antiquated tools and
machineries. In addition, the costs are high for modern

technical knowhow in coffee processing.

In view of the total situation, the following
recommendations are put forward. For growers, government
should adopt a price guarantee policy, set up growers'
groups ( or unions), promote and disseminate technical
knowledge to the growers including locating export markets
for coffee. For the processors, government, besides locating
export markets, should set up a department specially
responsible for dealing with problems of coffee processing

such as providing technical expertise to the processors.
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