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A STUDY OF COST AND FINANCIAL MANAGEMENT SYSTEMS FOR
FINANCIAL SECURITY OF PEPPER FARMERS IN CHAING MAI
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Abstract

The objective of this research is to study the cost and analysis of Cost — Volume
- Profit relationships, to analyze return on investment for growing pepper and to provide
guidelines for planning and financing of pepper farmers in Chiang Mai.

This research was divided into three parts: 1) cost classification and cost
analysis 2) Cost - Volume - Profit analysis and cost structure, and 3) return on investment
analysis. The research looked for the farmers who planted the same kind of pepper in the
same area. The results found that all pepper farmers had profits from investing in pepper farm.
However, the cost of planting and income per rai for each pepper farmers were unequal. Using
data collected from pepper farmers, the average total cost of planting was 25,672.90 Baht per
rai which includes 23,268.57 Baht per rai of variable costs and 2,404.33 Baht per rai of fixed
costs. The average of harvesting was 6 times and the average selling price was 8.27 Baht per
kilogram. The total revenue in average was 51,902.20 Baht; therefore the average profit from
planting pepper was 26,229.30 Baht per rai. The variable cost per kilogram in average was
equal to 3.71 Baht and the variable profit per kilogram in average was equal to 4.56 Baht. The
margin variation average was 55.17% and the break-even point average was 526.80 kg. When
calculating the net present value, the ratio of return on cost and the internal rate of return for

project, the output showed the same direction and the investment was acceptable.



However, growing the pepper has several factors that may affect the earnings
from investment such as a disease outbreak, epidemic of insects, soil deterioration, and etc.
These factors may cause the harvest yields to decrease or the cost of investment to increase.
Moreover, lot of pepper productivity in the markets at the same time may cause market prices
to depress. Furthermore, the cheap price given by the middlemen and the high agriculture
material prices were key factors to make the pepper farmer having low income.

Finally, the results of this study showed how to calculate cost, income and
analyzing the return from investment. Moreover, the study referred to cost management and

finding suitable sources of fund used for pepper farming leading to sustainable profits.



