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Abstract

The main objectives of this study were to estimate production function and retaurns to
scale of raw milk production, and to analyse technical and economic efficiency of factors of
production used in the production of raw milk. Cobb-Douglas production function was used in
this study. Cross-sectional data on production were obtained from 65 small farmers who were
members of Chiang Mal Dairy Cooperative Limited in 5 Amphoes of Sankumphaeng,
Sanpathong, Sarapee, Sansai in Chiang Mai province and Baathi in Larmpeon province.

The production function of raw milk was estimated to be a function of four inputs, i.e.
average use of concentrated feed per day, average use of roughage per day, manhour per day,
and farmer's number of years experience in raw milk preduction. It was found that the variation
of four mputs explain the variation in the production by 90.396 percent. Among four inputs,
concentrated feed, roughage and manhour were found to be statistically significant ranging from
the highest to the lowest respectively. Farmers’ numbers of years experience in the production
was found not to be statistically significant. The study on the returns to scale showed that most
farmers’ production was in the stage of decreasing returns to scale with input elasticity of

production of 0.8923 .



On the economic efficiency it was found that the ratios of the value of marginal product
and input price were greater than one for concentrated feed and roughage suggesting an under
use of the two factors. Meanwhile, the ratio of the value of marginal product of labor over wage
rate was less than one, suggesting an over use of this input. The results imply that to increase the
economic efficiency of raw milk production is to increase the use of concentrated feed and

roughage and to decrease number of manhours per day.



