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Executive Summary

Project Title  The cost analysis of Thas Rubber Wood Industry

Problem statement and importance

Rubber wood industry is considered to be the industry that brought in returns to
the country as well as the sources of employment for farmers and the entrepreneurs. Export value
18 mote than 16,000 million baht annually, In the future, the export value is expected to increase
by three times. The Office of the Rubber Replanting Aid Fund plants new rubber trecs instead of
the old one about two to three hundred thousand rais each year. The by product from this project
creates a lot of rubber wood which can be used for the wood from the forest and the imported one
from the foreign countries. Therefore, rubber wood will benefit both economic and social

situation of the country.

However, there exists many problems and obstacles in the rubber wood mdusiry
in Thailand. This is due to both external and internal factors of the enterprise. For example,
pricing level that is not competitively compare to the competitors (Malaysia Indonesia, China,
and Taiwan). The production cost is high even though Thailand have low raw material cost. Lack
of modern production technology and lack of marketing information are the other problems in
this industry, Thus, the entrepreneur should try to develop and solve the problems caused by
production, marketing, management, finance and accounting to increase the effectiveness in

rubber wood industry.

This study will focus on the analysis of cost in rubber wood industry. Cost

structure, type and cost behavior, as well as the symptom of high cost ratio will be studied.

Objectives

The objectives of this study are as follows :

(1) to stdy cost structure of rubber wood industry which composed of wood

processing industry and furniture industy.

(2) to study each cost ratio and its behavior by comparing to the total cost of

each mdustry.



-

(3) to analyse the high cost ratio in order to learn about the component and the
symptom of gach cost.

(4) to recommend the ways to reduce directly cost and to ask for assistance from
all parties concerned. Moreover, the application of balanced scorecard will be included in order

0 evaluate the operation.

Methodology
The research methodology is divided into data gathering and data analysis, The
purposive sampling was applied for gathering primary data from two industries : rubber wood

processing and furniture. The sample size is 24 for this study.

Quantitative and qualitative analysis will be used by 1) analysing the cost
structure ; 2) analysing ratio of each cost type and find out the cause of the high cost ratio
through percentage calculation ; 3) analysing and classfying the cost behavior using accounting

methodology and 4) recommending the ways to solve the cost problem.,

The result found that cost structure of rubber wood industry which was divided
into the cost stricture of processing the rubber wood composed of cost of raw material ~ rubber
wood 61.56-73.60 percent , direct labor cost 10.40-11.18 percent and operating cost 16.00-
27.26 percent. The other part is the cost structure of producing furniture. The structure was
divided into 4 groups of product: furniture and processed wood, large furniture, small furniture
and small and large furniture. The cost structure composed of raw material 62,90, 61.35, 59.40
and 57.00 percent respectively. Labor cost were 12.33, 15.38. 16.50and 18.59 percent for each
group respectively. Moreover, operating cost accounted for 24.77, 23.26, 24.04 and 24.41
percent. The cost structure of furniture according to 3 groups of foreign markets (Japan, United
States of America, and others) were raw material 56.29, 59.73 and 63.47 percent. Labor cost
accounted for 17.06 , 16.80 and 16.20 percent. In addition, the operating costs were 26.65, 23.47
and 20.33 percent. The highest cost proportion in raw material is cost of wood . The second
highest is the cost of paint and tinner. The highest cost proportion in operating cost is

administrative cost and depreciation.

The symptom for the high cost of production in the part of raw material were 1)

using of wood without quality selection 2) fluctuation of price of wood 3) do not have good
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production system 4) lack of record keeping of raw material usage. The cause for high labor cost
were 1) lacking of labor skill and lack of skill development 2) lacking of labor responsibility 3)
no organization commitment . Lastly, the high cost of operation was due tol) existing of non-
value added activities 2) lacking of full capacity production 3) insufficient knowledge new
technology 4) lacking of record keeping of production data. From the study, the
recommendations for cost reduction in rubber wood industry are the cooperation between the

private and public sector to increase the efficiency of internal operation of the organization,
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The Cost Analysis of Rubber Wood Industry in Thailand
Abstract

The objectives of this research were 1) to study cost structure of rubber wood
undustry which composed of wood processing industry and furniture industry  2) to study each
cost ratio and its behavior by comparing to the total cost of each industry
3) to analyse the high cost ratio in order to learn about the component and the symptom of each
cost 4) to recommend the ways to reduce direct cost and to ask for assistance from all parties
concemed.  The research methodology was divided into data gathering and data analysis. The
purposive sampling was applied for gathering primary data from two industries: rubber wood
processing and fumiture. In-depth interviewwith 27 samples and interview with focus groups
were used in this research.

The result found that cost structure of mbber woud industry which was divided
mto the cost structure of processing the rubber wood composed of cost of raw material — rubber
wood 61.59-73.60 percent , direct labor cost 10.40-11.18 percent and operating cost 16.00 —
27.26 percent. The other part is the cost structure of producing furniture. The structure was
divided into 4 groups of product; furniture and processed wood, large fumiture, small furniture
and small and large furniture. The cost structure composed of raw material 62.90, 61.35, 59,46
and 57.00 percent respectively. Labor cost were 12.33, 15.38, 16.50 and 18.59 percent for cach
group respectively.  Moreover, operating cost accounted for 24.77, 23.26, 24.04 and
24.41percent. The cost structure of furniture according to 3 groups of foreign markets (Japan,
United States of America, and others) were raw material 56.29 , 59.73 and 63.47 percent. Labor
cost accounted for 17.06 , 16.80 and 16.20 percent. In addition, the operating costs were 26.65,
23.47 and 20.33 percent. The highest cost proportion in raw matenial is cost of wood . The
second highest is the cost of paint and tinner, The highest cost proportion in operating cost is
and depreciation.

The symptom for the high cost of production in the part of raw material were 1)
using of wood without quality selection 2) fluctuation of price of wood 3) do not have good

production system 4) lack of record keeping of raw material usage. The cause for high labor cost



were 1) lacking of labor skill and lack of skill development 2) lacking of labor responsibility 3)
no organization commitment . Lastly, the high cost of operation were due to1) no continuous line
of production 2) produce without full capacity 3) using mefficient machine and tools 4) lack of
correct data for production. From the study, the recommendations for cost reduction in rubber
wood industry are the cooperation between the private and public sector to increase the etficiency

of internal operation of the organization.
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