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SHORT TERM CONSULTANT'S REPORT

RURAL OFF-FARM EMPLOYMENT ASSESSMENT PROJECT
(AID PROJECT NO. 4903-0306)

THAILAND

by
WARREN H., VINCENT
Micnlgan State University

1.0 Terms of Reference and Period of Time

This report covers the period Aueust 4 - 17, 1979,
The terms of reference were provided in a letter from
Dr. David H. Boyne, Chairman of the Department of Aeri-
cultural Economics and Rural Soclology at Ohio State
Unlversity, dated July 12, 1979. Svecifically, the
terms of consultancy were proposed as follows:

1.1 Revlew the objectives of the project
relative to the farm comoonent.

1.2 Review and further delineate orimary
research 1ssues concernine fam firms.

1.3 Propose specific research orojects
concerninz farm firms and offer aporovriate
research methodolories for them.

1.4 Suegrest data needed and ways of collec-
ting them.

1.5 Review other issues pertaining to the
project.

2.0 Farm Level Study Objectives in Relation to Total Pro ject

2.1 Overall Projlect Oblectives

In concise terms, the main purnose of the Rural
Off-Farm Emnloyment Assessment Project is to ident-
1fy and develop appropriate projects and nolicies
that could nssist in the exvansion of nonfarm em-
ployment and income ovportunities in the rural areas
and market towns of Thalland, Clearly, the project
deslign contains no intervention of iis own to im-
prove the 1living conditio-ns of rural Tal families.
It 18 a data collecting and analysis oroject with a
focus on nonfarm small scnle industry with a linkarge
to ae¢ricultural production firms modelled in such a
way as to Incorporate agricultur:l marketing and
rurnal financial institutlions. It 1s from the analysis
of data obtalned from the project thnt hopefully
viable proiects zet desiened., Early in the consult-
ancy there wns discussion as to the audlence for the
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data collection and analysis activity. The con-
census was that the primary user will be USAID
Talland with Kasetsar t University benefitting |
as the project provides the vehicle for person-
nel develo~ment and research opportunity. Of
secondary importance, but not to be ignored, are
the data needs for project design and policy
analysls by the Office of Agricultural Economics
and the Department of Industrial Promotion.

2.1 Farm Level Study Objectives

Below are listed the objectives of the farm
level component of the project. The wording 1is
a 8llsht modification of that contained in the
Pro ject Paver.

2.,1.1 To collect detalled primary data on
numerous aspects of lncome generating
enterprlses of the rural households,

2.1,2 To examine the nature of the farm
sector demand for labor and other inputs
for agricultural and non-farm production
carrled out by the farm households.

2.1.3 To analyze the relationshipo between
crooning/farming systems and the suoply of
family labor and other resource endowments as
they are utillzed for farm oroduction, house-
hold consumntion and off-farm emnloyment.

2.1.4 To analyze the relationship between
farm size and the lmortance of non-farm
income sources to determine the votential
distributional impacts of non-farm enter-
prise eipansion.

3.0 Dlscussion of Objectives

3.1 Farm Level Interface with Other Project Components
The farm level study carries a heavy burden in
the overall oroj)ect. It goes beyond the traditional
farm managertent studies which tend to hold the mar-
keting, credit functloning and nonfarm emnloyment
activities as a constant environment within which the
farm firm/household operates. In this project the
system boundarles are expanded to make endogenous
those elements most often held constant. It 1s im-
vortant that the analysis of the data retailn this
systems apnrosch,

The attached mimeographed materlal was orevnared
for dlscussion at the August 15 Work.iop. 1In Section
3.0 of this are llentified the linkares of the farm
level study with the rural nonfarm enterprises, the
rural financial mnrkets and the marketing comnonents
of the overnll projoct.,
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3.1 Conceptualization on which Objectivesa are Based

The fermine sector is vliewed as nroviding both a
demand for consumable and production goods (conse-
quently an indirect generator of employment) and a
supply of marketable labor for agricultural as well
a8 non-acricultural production activities. If this
48 a nroper assessment, then the desired answers may
not come from analyzing the household (either farm
or nonfarm) as the object of study. The necessary
modelling may be difflcult because of the assumptlions
that must be mnde regarding such matters as labor
out- and in-mieration, community exchance labor
practlces, share of market to local versus external
buyers, etc. '

Nevertheless, study of the behavior of the farm
firm/household complex can be very enlichtening,
In thinking through the research ovvortunities
provided by the farm level study, I regarded the
farm houséhold as being a system comprised of four
components: (a) a farming component for the
production of commodities for famlly consumption
and/or for sale, (b) a nonfarm (within household)
component for the productlion of commoditles fbr
home consumptlon or sale as well as the production
of services for home consumption, (c) an off-farm
income genera ting component from the sale of family
labor for the production of asricultural and/or
nonagricultural goods and services and (d) non-income
generating asctivities of a farm £ mily (such as
community services or traditional commitments in a
Buddhist soclety) which compete with income generating
activitles on the part of the familv labor.

Not all of these components are adequately repre-
se nted In the accompanying mimeograph where omlssions
are due to the high cost of acquirine certain data
(for example, the ‘within-household production of
consumnble ~oods and services) even though from a
conceptual point of view, they are extremely impor-
tant, .

Finally, from a conceptual and methodological
viewpoint, attention needs to be slven before Phase II
of the study 1s launched as to whether data collection
and analysis centers around the productive enterprises
or around the family.members (or some combination of
the two). Earlier farm level studies in Chlang Mal
have concentrated on innut-output analyses of farm
enterprises. This approach 1s particulerly fruitful
for developing enterorise budgets for thelr own sake
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or for use in linear progremming. How ever,
following this approach it becomes rather
difficult to analyze family labor untilization
per unit of time by age, sex and other attributes.

In a project concentrating on employment, a case
can be made for monitoring family member performance
in whatever they do. Whether the approsch is by en-
terprise or by family member can yield the same
information. It merely has to do with how field
schedules are prevared and how questions are asked.

4.0 Data Requirements and Collection
4,1 Phase I Data and Farm lousehold Sempling Frame

It was generally agreed by the working party
that a complete enumeration and personal inter-
views of all villace household heads was not
necessarlly needed to establish a s mpling frame
for the farm level study. If, on the other hand,
1t 1s decided to interview each village houschold
head in crder to ascertain the extent and kind of
nonfarm activities takine place in the villace,
this census could be used as a sampling fram for
the farm level study. It is my feeling that the
stratificetion variables relevent for a farm sample
would include size of land holdings, size of family,
tenure arraneement and dependability of year round
water supnly and that these facts could be obtained
rather directly and inexpensively from the village
headman.

4,2 Phase II Stock Data Requirements

Most of the essential data reuirements for the
study are listed in Section 2 on the attached
mimeoxraph. Missing from the stock data listing
18 the farm 1land inventory and the tenure arrance-
ment applicable for each field. Exvnerience has
shown tha' ti'is kind of information is difficult
to obtain with accuracy on the first encounter,
Therefore, I would vropose that at the time of
the stock data interview number of land parcels
and relative size be shown on a gimnle map end to
take the farmer's statement for tot-l farm area
worked, Let refinements come when inputs are
recorded for actual fields.
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Another omission from the stock data set is ,
informatlion needed to prepare a net worth statement.
A proper evaluation of total assets and liabilities
is also 1in the domain of sensitive data. Would
recommend that this type of information be obtained
early in Phase II after some rapvort has been
establlished betwveen the respondent and the field
enumerator. Would also recommend that when this is
done to include somethinz else not shown on the
attached mimeo.

I refer to the need to gain insicht into tran-
sactlon costs of obtaining credit., Detaills for esch
loan should include such items as travelling distance
and time to borrowing source, waiting time between
loan apolication a&nd loan aporoval and recelopt of
funds, difference between requested amount and
avproved amount, service charges, etc.

I think reasons for obtainine items 2.1.1 through
2.1.R on the proposed 11st are self evident. How-
ever, item 2.1.9 may require discussion. It mentions
gelected household effects rather than a complete
inventory. To take a complete inventory of all per-
sonal belongings 1s a tedious and time consuming
undertaking and may in addition be considered an
invaslon of privacy. However, an Inventory of selected
items 1s feasible and may be ins‘ructive in ldentifying
proxles for income level or serve to »rovide some
index on standnrd of living,

4.2 Phase II Flow Data Requirements and Collection

The standard data reauirements of a continuous
re porting system for farm households are listed from
2.2.1 through 2.2.11.3 and to include the linkawzes
to other asnmects of the onroject in sections 3.1.1
through 3.3.3. No amplifications are made in this
report regarding the flow data reauirements of the
nonfarm sector. The primary distinction between
the two types of firms 18 tha* the household behaviour
1s monitored in the case of the farm firm while the
inouts and outouts from the manufactured or processed
product are beineg monitored in “‘he nonfarm firm.

A main issue for concern in the collection of flow
type datn is the freaquency of collectlion ... whether
1t 18 to be done daily, weekly, monthly, seasonally
or once a year, The attrlibutes effecting the cholce
are the freaquency of the event being recorded and the
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variability in the events being recorded from one
time period to another. Events that vary little
(such as the consumption of sslt per week) need
.-not be recorded frequently. Events that vary
widely from week to week (such as the time snent on
and the cash innuts spent in the production of a
given crop) need to be recorded frequently., Events
that occur infrequently but are of A Jor financlal
consenuence (such as the purchase or sale of a water
buffalo, bicycle or small tractor) will be over-
renorted 1f nueried too often., Once a month should
be adequate,

To cover all data collection details and words
of precautlon would make this report needlessly
long considering the experienced survey personnel
connected 'ith the project. However, given the
nature o this project, one detall may be worth
expllcatinag. It has to do wit» the reported wage
rate pald for hired labor.

For several years in Thalland the nominal wage
reve for hired labor was 10 baht ner day with less
varlation from season to seas on than mlzht be
exoscted. What one will find 1s that the actual
payment 1in cngsh or kind will hover around 10 baht
but the true wage will vary widely because of what
might be called a perquisite package, Varying the
lenseth of day, the amount of rest time permitted,
the amount of food and drink provided, etc, along
with the 10 baht payment can cause a widely fluc-
tuating true wace rate. This needs to be monitored
carefully.

5.0 Research Opnortunities
5.1 Genernl Comment

The rese-rrch potentisl of the project 1s encom-
passed in the nroject and sub-project obtectives,
What 1s done and when 1t 18 done will depend in
oart on the avallability of trained researchers and
the timeliness and accessibility of the data. Some
resenrch will undoubtedly need to be contracted to
competent 1inlividunls because the: climate for research
In T halland 13 one of competition for honoria to
supplement mcodest civlil service salaries. Only
exnatrliots and ernduate students without alternatives
willl undertntc rese~rch because it 1-o0ks intellectually
challenaing without specilal financlal consideratlions.

On the methodoloslicnl side, the annlytical tools
that best capture the syatems orientation of the
projlect have the oreatest anpeal to me. For a gystem
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containing farm production, form marketine, rural credit
institutions, uonfarm production and nonfarm marketing,

a genersl systems simulation model has the ereatest
intultive anveal. tlowever, in my Judgement, for this
project there 1s inadennate time, budeet, trsined com-
puter software specialists and other traindd versonnel

to make this aporoach feasible. Alternatively, much of

the modelling is very amenable to a linear programming
conceptualization. The model can be as simple or comnlex
a3 the problems c~11 for. Aside from some speclal essential.
activities in demand analysis and labor suoboly analysis,
The LP configur-tion can be extremely powerful in examining
parametrlcally a wilde range of policy alternatives that

may affect the farm household, the nonfarm firm and the
community at large.

5.2 Graduate Student Resenrch

By separate communication I have recommended to
Mr. Somsak Priepbrom that he undertake some asnect of the
evaluation of the complémentary/competitive relationships
between forming systems and the exvansion of nonfarm
8mall scale industry n2» alternative stratecies for
improving income on the small farm. This has been identi-
fled as a major 1ssue in the project paver and I agree that’
1t should recelve s high research oriority. Mr., Somsak
1s well trained for this type of research. To be a manace-
able thesls, his work should be confined to one region,
With enouch manpower, the research should be replicated
in 2ach of the three reeions because they represent three
staces of developnent with resard to farm Income and offfarm
employment,

6.0 Other Matters
6.1 Administration

Clearly Dr. Tongro} has faced crionling frustrations
in having to buck covernment red tape to this period in the
11fe of the project. Progress ws belnz made 1in straichtening
out the problems by the time the workine party left. Arrival
of the long-term consultants should provide some relief to

Dr. Tongroj)'s administrative headaches,
6.2 External Linkaces
1 was fortunate in havine more than 1% hours with

Dr. Somnuk Srinlune, S cretary-General, Office of Aeri-
cultural Economlcs, Ministry of Agriculture., We discussed
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linkages hetween his office and the oroject. He showed
interest in but limited Xnowledre of the ornject. He
seemed to view 1t as an acedemlc exercise with its pri-
mary benefit in the area of personnel development for
Kesetsart University., His interest at this time in the
project 1s In 1its methodolosical asvects and he wants to
be kept informed of develooments as the oroje~t unfolds,
He stressed the need to keep current in data analysis and
to not fall into the routine of spending a year of collec-
ting data, followed by & yesr of data processing, followed
by at least a year of untimely revort writing. Dr. Somnuk
18 a ke y person on the agricultural scene in Thailand ard
I hope he will be an active particloant on the project
advisory committee,

6.3 Concluding Remark

I wish to thank The Ohio St-te University for the
opnortunity to serve in this modeet way on the project and
to acknowledge the excellent cooperation and suonort from
USAID/Theiland, and the participating faculties of Khon
Kaen, Chlang Mal and Kasetsart Universities,

Res?ectfully/sugmitted
p S ,
(sl e n £ (e il

Warren H. Vincent
August 23, 1979
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RURAL OFF-FARM EMPLOYMENT ASSESSMENT

PROJECT WORKSHOP
KASETSART UNIVERSITY
BANGKOK
August 15, 1979
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1.0 Farm Level étudy Objectives

2.0

1.1

1.2

1.3

1.4

Data
2.1

2.2

To collect detailed prinary data on numerous aspects of income' generating

enterprises of the rural households. \

To examine the nature of the farm sector demand for labor and other

inputs for egricultural and non-fara production carried out by the

farm households, !

To analyze the relationship betwean cropping/farming systems and the

supply of femily labor and other resource endownments as they are

utilized for farp production, household consunption and of f-ferm

employment .

To analyze the relationship between farm eize and the inmportance of

non-farm income sources to determina the potential distributional

impacts of non-farm enterprise expansion.

Requirements for Farm Level Studies

Stock Data

2.1,1 Family labor supply by age, sex and capacicy to participate in
farm/non-ferm employuent.,

2.1.2 FamilyDwelling . gize, valuation and utilization for non-
farm industry,

2.1.3 Farm Buildings: use, capacity, cost, present value.

2.1.4 Fam Equipment: Kind, age, cost, present value.

2.1,5 Non-farm Equipment: Lkind, age, slze, cost, present value,

2.1.6 Iuventory of Produce ard Supplies: Kind, quantity, value by farm &

arm
2.1.7 Inventory of livestock; Kind, age,use(breeding.draft.market)quantity &

2.1.8 Inventciy of troe crops value

2.1.9 Inventory of selected household effects,

Flow Data

2,2.1 Family lator use by activity in farnm enterprises by age and sex.

2.2.2 Family labor usa by activity in non-farm enterpriges by age and
aex,

2,2.3 Hired lobor usc by time and cost(including payment in kind) by
sex and by activity for farm an! non-farm enterprises.

2.2.4 Exchange labor by time, by sex and by activity for farm enterprises,

2.2.5 Noa-labor farm input amounts and cost for farm end non-farm enter-

prises,



2.2,6
2,2,7

2,2.8

2,2.9

2,2,10

2,2.11

Gifts to others

Farm Output )

2.2.7.1 Crop: Amount harvested, eaten, stored, given away and
80ld by enterprise. .

2,2.7.2 Livestuck and livestock Products; Kind, Amount produced
consumed, given away and sold by enterprise.

Non-Farm Output of Goods: Kind, amount produced, stored,

consumed, given away sold.

Off~Farm Income (Amount by Activity)

2.2.9.1 Family labor hired for farn work.

2.2.9.2 Family labor hired for non farm work

Family Income: (Amount, Value, place of sale and destination)

2.2.10.1 Farm Output

2.2.10.2 Non Farm Cutput

2.2.10.3 Labor sold

2.2.10.3 Gifts received

Loans

2.2.11.1 Received by source, eamount, purpose

2.2.11.2 Repaid

2.2.11.3 To others

3.0 Additional Data Linkages to Other Sub-Projects

3.1

3.2

Rural
3.1.1

J.1.2

Rural
3.2.1

3.2.2

3.2.3

3.2.4

Non-Faru Enterprises

Farm household income and expenditures data with farm and non-

farm commodities désaggraguted by source of supply are required

for calculating demand elasticities,

The farm level study data analyzed in relation to the data from the
non-farm component should answer questions pertaining to the

nature of complementary and/or competitive relationships in

the employment of farm family labor and other resources in

non-farm and farm enterprises on a seasonal basis with attention
also given to sex and 8ge categories for household family labor.
Financial Markets

The sources of family income from farm and non farm sources 1nc19d1ng
off~farm sources from both farming and non farming sources.

The use of family funds for farming, consumption, and non-farm
income generating activities.

From the above, family cash flows and the use of credit for

faru, family consumption and non-farm uses.

The analysis of credit uge will require information on both

\0
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informal and formal financial markets.
3.3 Rural Markets

3.Ja.1

" 3.3.2

3‘3.3

'HV1ncent/1r
August 15,1979

Price and quantity data for all productive inputs by enterprises
(farm and non-farm), disaggragated by source of supply (e.g.

raw material produced locally versus imported, borrowing versus
retained profits as scurces of working capital). In addition,
price and quantity data for all farm and non-farm products identli-
fied by commodity farm (level of proceseing) anl market outlet.
It should be possible in the study to identify the market ﬁocn-
tion and the transport made by which the product reached the
market. ' N

It would be desirable to monitor the amount of food (or other
farm product) processing th;t takes place in the household for
fomily consumption and for the market. (Measured in hours

spent by family member by age and sex.



