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Abstract

The objective of this study was to analyze production and marketing management of rice
mill that produced brown rice. Analysis of factors effecting brown rice business system and to
understand production and marketing policies related to brown rice business. Data use in this
study compose of 2 parts, primary data which covered quantity of brown rice produce by 45 rice
mills in Ubon Ratchathani, Si Sa Ket, Surin and Yasothon, Specific data about administration,
production cost and revenue from five brown rice business groups namely Ban Na So farmers'
group and Ban Barg Reau farmers' group in Yasothon, Ubon Ratchathani agricultural cooperative
in Ubon Ratchathani province, Prashat agricultural cooperative in Surin and Si Sa Asoke group in
Si Sa Ket. In addition to primary data, secondary data included government policies that
supported both production and marketing of brown rice were collected,

Administrative management of brown rice mill was considered in 4 sections. 1) Personal
management. [t was found that manager and committee of Farmers' groups, and Asoke group
were chosen from members who are not keen and inexperience. While management team of
Cooperative groups were hired from those who is knowledgeable and experience in management

practice. Therefore, cooperatives operation are more organized and efficient. 2) Financial



management, Ban Na So farmers’ group, Ban Barg Reau farmers’ group and Si Sa Asoke group
had limited working capital compared to cooperative groups because cooperative group had a
large number members and high capital raising. They also received government supported for
loan at low interest rate. Accounting system of Farmers' group and cooperatives group ware
prepared according to accounting principle to assess past operation. Their accounting information
including revenues, expenses, income statement and balance sheet. The Asoke group only
recorded simple revenues and expenses information, 3} Production management, Hom Ma li
paddy with 16-17 % of moisture content was used in all group. Storage of rice paddy usually
packed in gunny bag and stored in completely seal silo. Brown rice usually been delivered to
customer right after milling or in a very short period of time because brown rice has short storage
life time (about one month) 4) Marketing management, brown rice was produced only when there
are purchasing order or certain market to absorb. Therefore rice mills do not have marketing
strategy. However, production of Asoke group is for own consumption and not for commercial
market.

The result of this study showed that from 1990-1994, the trend of number of brown rice
mills and total production of brown rice were increasing at constant rate. However, the average
brown rice production per mill during this period was relatively stable, From 1995 to 2000 there
exist a shift in demand of brown rice due to government promotional program, the number of
brown rice mills was increasing but at a decreasing rate, while the trend of brown rice production
in 4 provinces was increasing at increasing rate. Besides the trend of average brown rice
production per mills was decreasing at increasing rate at initial period, and later increasing at |
increasing rate.

The most important factor that affected brown rice production decision was the
continuity of quantity demand of brown rice, This study found that the mills, that received regular
and large orders will keep on producing, while the mills which received small and irregular brown
rice order or had previously show low demand form consumer is now stopped producing brown
rice. The other factors were uncertainty of brown rice markets and the complexity of changing
production process from white rice to brown rice production. For regular and continuing process,
brown rice production could used as low as one fifth of the electricity needed compare to white

rice. However, in the case of producing both white and brown rice together, the switching of



production process from white to brown rice or vice versa would incurred higher management
cost. Therefore, there mill would have high opportunity cost for not producing only white rice
which had larger market size. The external factors that affected brown rice business system were
small portion of brown rice consumers (only elderly and health concerned groups) and decreasing
of govemment subsidy for brown rice advertising and promotion since the end of 1999, These
factors have cause instability of brown rice market, therefore, some of the rice millers have lost
their confidence on brown rice businesses and discontinue their production.

Therefore, the instability of both production volume and brown rice market make rice
mills which produce only brown rice have higher risk than rice mills which produce both white
rice and brown rice. Therefore in order to reduce this risk rice mills which produce brown rice
should produce white rice along with brown rice. According to short storage life of brown rice,
producer should secure the market before deciding to produce brown rice. Brown rice mills
should plan for good management and consistent production in order to enjoy cost reduction
through electricity saving. It is strongly recommended, that many of rice mills should form an
organization in order to carry out promotional program that would continuously increase demand
for brown rice. As the decline of government support on production and marketing at too early
stage when the market was still unstable resulted in fluctuation of demand. Therefore,
continuation of this support is suggested for a longer period of time in order to encourage people

to consume more brown rice for their better health.



