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Part I 

EXECUTIVE SU*MARY 

Tlhe Problem: Employment and Income' Generation Rural Arear., Thailand's 
real per capita income growth has increased at about 4% annually over 
the pa t two decades. This growth hashowever been unevenly distributed
 
across the population. Industrial policy emphasizing large and capital

intensive investment has led to a concentration of manufacturing 
activitias in the Central region. Agricultural policy emhasizing
 

mechajiization has fQVored larger farms. These and other policies have
yielded a more uneven distribution of income than might otherwise have
 
been possible, and have constrained growth of labor demand. Although

the birthrate has fallen in recent years, the large number of births
 
since 1960 will create a substantial increase in the rural labor force
 
in a near future which, because of continuing mechanisation, will not be

able to find acceptable income and employment opportunities in agri­
culture. 
The next 10 to 15 years therefore constitute a critical economic 
and political period in which significant efforts must be made to 
establish means of .--bso'rbinglabor in productive activities outside 
agriculture.
 

U.S. Assistance. The Rural Off-farm Employment Asses oent Project
(ROFEAP) was initiated in 1979 to assist the Royal T ai Government (RTG)
in identifying interventions which could serve the purpose of increasing
the rate of growth of productive non-agricultural employment in rural 
areas. Although the Project Paper (PP) is unclear onthe matter, the 
essential purpose of ROFEAP, which terminated in September, 1982, was to 
generate data andanalyses that could enable the RTG, USAID and other
 
donor agencies to design, jmplement and evaluate policis programs and
 
projects to promote rural small-scale industry. For this purpose theresearch consisted of three interelated components; a rural non-farm 
enterprise component, farm level surveys, and an analysis of rural finan-
cial markets. U.S. assistance in the project, implemented through Kaset-

* 

sart University, was slightly less than $ 1 million, drawn from grant

funds and DS/RAD centrally. funded project funds,. The latter were used 
primarily to support a full-time research advisor and short-term tech­
nical assistance from Michigan State University (MSU) and Ohio State. 
University (OSU).
 

Purpose of the Evaluation. 
 The purpose of the final evaluation was
 
to provide USAID, the RTG and other donors with information that would 
enable them to determine whether ROFEAP findings offer potential for 
future project development, either as a discrete project or as a con­
ponent of other projects (Annex 1). To this end the team was to : (1).
determine if project objectives were achieved; (2) identify constraints 
impeding development of the rural non/off farm sector; 
and (3) discuss
 
specific interventions related to carrying out activities in this sector.
 
In addition, an implicit purpose of the evaluation was to make recommen­
dations to USAID regarding how projects of the ROFEAP type can be 
improved in the future. The findings, condlusion ,and recommendations
 



presented hereire based on di'cunsion of sectoral problems and 
ictivities with U.S. and Thai project personnel, RTG officials, 
USAID n aff&conoultants,ropro :ontanivoa of other donor agencies,

tiridividualsinBangkok.,and..Khon.Kaen -(Annex,.2) , -.and­
a review~ of documentation produ'cod by the project (Annex 3) and 
other agencies (Annex 10). 

Findings. "Under the assumption that the basic putpose of the project 
was to generate data and analyses which can be useful in design, 
implementation and evaluation of policies, programs and projects,

ROFEAP has been only partially successful in achieving its objective.
 
The rural enterprise component,provides a comprehensive inventory
of the number, types and general employment characteristics. of enter­
prises to be found in selected areas; and contains a wealth of infor­
mation about the economic and technical characteristics of 14 different 
types of existing enterprise. The inventory suggests that the extent
 
of rural non-agricultural enterprise has been underestimated, and the
 
information on the 14 enterprise types can be very useful to individuals
 
interested in these particular industries. This data, however, has only
 
limited utility for policyprogram or project development. The farm­
level surveys, although limited by non-generalizeability outside the
 
areas surveyed, provide an enormous resource of highly detailed
 
information about the week to week pattern of farm household income
 
generation throughout the year. Besideo underscoring the importance of
 
-household manufacturing and work away from the farm as a means of
 
increasing rural income directly and indirectly through capitalization
 
of agricultural activity from funds generated in non-agricultural
 
activities, the data base can be used for a great variety of design and 
assessment purposes. can used to examineThe data be farm credit 
schemes, seasonal opportunity costs of labor, the interaction of agri­
culture and non-agriculture, "cottage" industry promotion, labor absorp­
tion in new cropping patterns, etc. This, component has provided useful
 
information that has probably never been seen in Thailand before. The 
rural financial markets component provides some useful information on
 
the characteristics of formal institutional lenders in rural areas. It
 
nevertheless failed to meet most of the objectives specified for it-in
 
the Project Paper.
 

Project Design and Policy Implications. ROFEAP did not achieve all of
 
its objectives for a variety'of seasons. One was that the project was
 
designed without a clear vision of the kinds of uses to which research
 
outputs would be put. As a result several of the component objectives,

methodologies and data requirements were orjanized to answer questiong
which are largely irrelevant in a policy or program framework. Staffing 
and implementation plans built arround the design were, by extension,
 
also inappropriate. Research staff, mostly composed of graduate students
 
and academic advisors, were insufficiently experienced in the operational
 
-omplexity of policy, program and project work. During implementation
 
they could not define the appropriate questions. These design weaknesses
 
mostly affected the rural enterprise component and its relationship to
 
farm level analysis. A second reason was that USAID was not effective
 
in reorienting the project during implementation because, to some extent,
 



the mission was not particularly interested in the project or its
 
objectives. 
One result was that the project's consultant budget
 
was not used effectively to compensate for the lack of experience 

.--.. and -na rrow.-technical-backgrounds- of rosearch--staf f. -- t]iid-s.ason . 
was methodological 'overkill". The disciplinaty orientation and 
concommitant hypothesis-testing approach used by research staff 
demanded a great deal of acctirate quantitative data. Massive levels
 
of effort were invested in monthly, weekly and special questionnaires.

While this approach yielded the wealth of farm level data noted above,

it also resulted in a shift of resources away from the rural financial
 
markets component, and in a decidedly numerical bias in the research. 
Qualitative analysis was minimized by the necessity of having researchers
 
preoccupied with survey administration. As a consequence interpreta­
tion of the numbers has, to date, been very weak.-


There are two basic implications for future projects of this type

which follow from the foregoing. The most important is that design be
 
set in a policy, program and project-oriented framework. In such a
 
framewcrk disciplinatyresearch should be combined with professional

research objectives, and a design should specify at the very outset that
 
staff and consultants have experience and training in the following areas:
 
agricultural economics, industrial economics, regional economics, policy

analysis, finance, industrial operations analysis/institutional analysis

and program design. The second implication is that AID monitor such
 
projects carefully and with vigor in order to assure that project 
out­
comes 
 satisfy USAID and host government agendas rather than only

researcher agendas. This will assure less wastage of U.S. 
assistance
 
resources.
 

Recommendations: Notwithstanding ROFEAP's shortcomings, the information 
that it has generated,in combination with conclusions from o:her sources,
indicate that there may be considerable potential for expansion of 
income and employment through promotion of rural industry. 
 This industry

includes "free-standing" enterprises located in major ruralcenters and
 
also household enterprises located in farms and villages, as well as in
 
towns. 
In terms of future project development, the evaluation team
 
recommends that : (1) a non-farm enterprise component, be integrated

into the Northeast Rainfed Agricultural Development (NERAD)project;

(2) a similar component be integrated into the institutional strengthen­
ing aspects of the proposed Rainfed Agriculture Intensification (RAI)

project, (3) a rural industry promotion component be integrated into
 
the Private Sector in Development (PSD) project in collaboration with
 
the Industrial Finance Corporation of Thailand (IFCT); (4) a training

and institutional strengthening project be developed for improving the
 
effectiveness of Community Development Department agents and Industrial
 
Service Institute personal in promoting non-farm enterprise in villagesj

and (5) supporting a NESDB survey of economic and enterprise potential

in the Northeast region. In addition, the team strongly urges the
 
mission to fund a 3-4 man-month level of effort which can syntheisze the
 
ROFEAP data and findings into a book that can be widely distributed and
 
easily understood by a broad professional audience in Thailand. ROFEAP
 
workshops, conferences and papers have not adequately diffused knowledge

about the information gathered to potential users 
(see Annex 5). 



PART 11 

EVALUATION CONCLUSIONS AND RECOMMENDATIONS 

A. Project Purpose: Conclusions and Recommendations
 

The purpose of the project, according to the Project Paper (PP) of
February 16th, 1979, is to identify and develop appropriate projects

and policies that could assist in the expansion of non-farm employment

and income opportunities in rural areas and market towns. 
 If this was

really the basic objective of the project, then the evaluation team can
 
conclude without hesitation that ROFEAP has not yet achieved its purpose.

To date the study has expended in excess ofIU.S. 1 million, and has thus
 
far identified only one potential project, a "Regional Industrial Develop­
ment and Promotion Programi", which to some extent has been an ongoing RTG
 
activity for several years (e.g. operations of thn Industrial Finance
Corporation of Thailand~the Dept. of Industrial Promotion, the Industrial
 
Services Institite, etc.).
 

On the other hand, the PP also specified that the criterion for
assessing the achievement uf project purpose will be policy and project
formulations by the RTG, USAID and other donor agcjicies that incorporate 
or are derived from data and analyses provided by ROFEAP" This implies

that perhaps the actual prupose of the project was to generate data, and
 
that projects and policy identification was not ROFEAPts responsibility.

If this is indeed the case, the evaluation team can conclude with ease
 
either that the project has been an outstanding success because it has
 
generated a great deal of potentially useful information, or that the
 
project has failed because others have not formulated policies and
 
programs on the basis of the data, or that no assessment is possible at
 
this time because RTG, USAID and other donor agencies have for the most
 
part not had the opportunity to review ROFEAP's outputs.
 

In fact, except for the opening sentence of the paragraph describing

the purpose of the project (p.11), and the second to last sentence under
 
the heading of "Other Project Components" (p.27), the entire ROFEAP
 
design containing descriptions of primaryproject components (including
 
component objactives, issues to be studied, resarch methodologies, and
 
data requirements), the financial plan, the implementation plan, the
 
research and staffing plan, the terms of reference, and the list of
 
proposed studies is clearly and'directly oriented to generating data for
 
a variety of potential purposes. 
Without a major overhaul to the description

of project components and to the various plans included in the PP, adherence
 
to the guidelines in the paper could not have been expected to identity
 
or develop policy, program or project interventions.
 

The evaluation team is therefore obliged to arrive at the contradictory

conclusion that the project achieved its major outputs (studies and two
 
major conferences), that for the most part it attempted and succeeded
 
in achieving the several objectives specified for its primary components

(discussed below), and that by successfully meeting these requirements
 
failed to achieve its explicit prupose.
 

Recommendation: All projects, but particularly projects which
 
are 
to be made subject to a final evaluation should be designed

in a way which is logically consistent. Evaluation teams should
 
not have to arrive at contradictory conclusions of the kind noted
 
above. More importantly, however, project staff, USAID officers
 



and RTG officials should not have to engage in continual discussions, 
as was the case during implementation of ROFEAP, concerning the

"real" objectives of a project. 
 It is difficult to work productively
 
or to plan future activities if uncertainty exists regarding the
 
final purpose of any current effort. Attention to the logic of
 
a PP is also important during design because 
 t g of 
arrangeme:its a,! contractually agreed upon, a project is largely

committed to stay within the bounds of the expertise provided to
 
it. 
There is less scope for major changes in design because project

staff may not be appropriately qualified to address completely

different objectives and purposes. Responsibility for assuring

that project designs are logical and consistent rests with USAID,

in Thailand and in Washington. In future projects of this type,
 
or indeed for any kind of project, responsible USAID Project

Officers should pay close attention to consistency in project design
 
documents.
 

B. Project Outputs: Conclusion and Recommendations
 

Project outputs were to include studies and analyses which would
enable the RTG, USAID and other donor agencies to design, implement and
 
evaluate policies and projects; and two conferences and several workshops

to discuss rural industry development. ROFEAP has produced a large array

of studies (Annex 3), and has held well-attended conferences and workshops

with participants drawn from a wide spectrum of university, RTG and donor

agencies, including a large number of senior officials. A major constraint
 
on the effectiveness of the studies and conferences has been ROFEAP's

inability to generate outputs which reflect the policy, program and project

interests of its intended audience. Participants complained to the

evaluation team that much of the work was "too academic" and that it
 
did not seem to be leading anywhere "tangible". At the same time many

of the participants noted that since the first conference they had
 
received no subsequent reports from ROFEAP (even though the proceedings
 
of the conference have indeed been widely distributed).
 

Recommendation: Whatever shortcomings certain components 6f

ROFEAP may have, the work as a whole can be extremely useful for
 
a wide variety of purposes in various RTG agencies, and for donor
 
activities (Anne% 4). 
 For this output to be put to constructive
 
use, however, many more RTG and donor agencies must be made aware
 
of what ROFEAP has produced, and what its staff at Kasetsart can
 
continue to produce fromexisting data, or can do to generate
 
new data. To this end the evaluation team strongly recommends that
 
USAID provide a small amount of additional funding for preparation

and publication of a synthesis report of ROFEAP addressed to a
 
wide professional audience (Annex 5). 
 This may yield increased

demand for ROFEAP services and, if it does, will effectively serve
 
to institutionalize the capability of ROFEAP staff at Kasetsart
 
through the market mechanism. 
In general, the team recommends
 
that in the design of future projects explicit allowances be
 
incorporated for a final 
(non-academic) report written for, and
in terms comprehensible to, professional audiences.
 



C. Project Inputs:: (:oiclunicms and 1?ecomndaion's 

Project inputs by the RTG were to have inc'uded establishment of a Project Advisory Committee, administration of the project through DTEC,
and implementation by Kasetsart University. 
The 	evaluation team has
noted that by and l arge these inputs-were provided. The- Committee was 
not called upon to advise on RTG policy interests as much as one might'
have expected in a policy-oriented research undertaking; but of course
ROFEAP did not have this orientation. A more serious problem was DTEC's
ceiling on honoraria paid to university professors by the project. 
These

honoraria could not compete with those offered by other donor-assisted
 
projects organized to circumvent DTEC. As 
a result ROFEAP had difficulty
recruiting and retaining qualified local staff and consultants from the
 
academic community.
 

USAID's inputs wore to include project monitoring, ealuation,

identification of support services for the project, and funding of

advisors from MSU and OSU. 
The 	way in which USAID organized these inputs
largely prevented ROFEAP from moving towards its explicit purpose during

implementation. Monitors of the project did not press hard enough for
 
major revisions to the project design. 
Evaluation recommendations in
October 1980 were not followed up closely. The fact that many or most
of the U.S. consultants brought into the project for short periods advised
 
on thesis and dissertation matters rather than on project purposes did
 not seem to warrant concern by USAID officers. The inexperience of U.S.
and Thai students, key elements in the research process, and the absence

of professional guidance (as opposed to academic guidance) to steer them

along does not from the evidence collected,seem to have been a major

issue. 
In effect, ROFEAP did not deliver policies, programs or projects

after it began because USAID did not do enough to make such an outcome
possible. Individuals have suggested to the evaluation team that this
 
happened because the mission was not particularly interested in the project.
 

Recommendation: 
What USAID does during implementation of a

project has an important effect on the final outcome, no matter
 
how illogical an original design might be. 
 In future projects

that do indeed retain USAID interest, and which do not seem
 
headed in appropriate directions, no effort need be spared to

force a reorientation. 
A return to the starting point in mid­
stream can often be more productive in terms of project results

than continuing to work on the basis of what has been done up to
 
that point.
 

D. 	Project Scope of Work 
 Conclusions and Recommendations
 

The basic scope of work of the project consists of achievement of

12 explicit objectives spread across three primary project components:

rural non-farm enterprise, farm level surveys, and rural financial
 
markets. 
Each of these component objectives is treated separately in
 
the fullowing.
 

1. 	Rural lon-farm Enterprise Component: 
 Conclusions and Recommendations
 

a. 	Determination of the Nature, Extent and Composition of theNon-Farm
 
Sector inRural Areas of Thailand. 
The 	Phase I survey comprehensively
 

•r
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- nu,mrated iu,e,,:crpizs which exist in the 	municipal areas of
four provinces: Chiany Mai, Khon Kaen, Roi Et and Suphan Bur|.
The data gonerated includes thenumber of establishments in each 
economic subsector, characteristics of employment, distribution
 
of firm sizes, physicil characteristics of establishments, and a 
general overview of'the composition of each subsector. Similarl, 
the survuy enumerated the major non-farm (i.e. non-agricultural)

7........... 	enterprisesof.-l10;600-households'-in-74 villages?. in-both cses 
survey results suggest that data generated by the Ministry of Industry
and the National Statistical Office tend to underestimate the number 
of non-farm 'nterprises in rural areas, and to misrepresent their 
nature and composition. Unfortunately, in most cases, the selection
 
of towns and villages to be included in the enumeration was done in
 
a way which prevents consistent comparision between project data•
 
and existing RTG data sources. Conclusions regarding systematic

bias in current RTG data sources 
cannot be drawn. Sugqestions for
 
improving standard RTG data gathering methods are therefore constrained. 
More important, however, the data cannot be generalized to a point
where the degree of probable error in national statisticsj at least 
in the general areas covered by the survey, can be estimated. As a 
result, the implications for current RTG and donor policies and
 
programs based on highly inaccurate data bases cannot be explored.
 

Recommendation: The ROFEAP method 
of enumerating non-farm
 
enterprise in villages and towns is very useful and can be
 
very informative about characteristics of the Cural economy.

In a policy framework, however, enumerations of this type should
 
extend beyond the narrow purpose of setting a stage for subsequent

detailed surveys. 
 The process should be designed in a manner
 
that informs policy, program and project desingers about the
 
accuracy and comprehensiveness of their current data bases, that
 
can explore the kinds of changes necessary to improve the data
 
bases, and that can shed light on the assumptions underlying

current policy. 
This approach can maximize the immediate utility

of research, even if such research is preliminary and general"
 

b. Identify Typis of Non-Farm Enterprises which.are Labor-Intensive
 
Economically Viable and offer the Greatest Growth Potential: 
 The
 
Phase II survey drew a sample of 147 firms from the Phase I town
 
enumeration, and added a number of others from the Phase .U village
 
survey; 
 In all the project studied 14 types of enterprises in great

detail: ready made garments, silk weaving, cotton weaving, bamboo
 
products, reed mats, metal hand tools, bean curds, noodles, fruit
 
and vegetable pickling, cement 
products, bricks, pottery, furniture,

and wood carving. The study conclusions are that garments and silk­
weaving offer greatest potential in the areas surveyed. This result
 
is unsatisfactory in view of t;hu great effort expended by project

staff in trying to meet the objective. One reason for the shortcoming
 
was 
that the research methodology was inappropriate. Sampling of
 
firms from the Phase I survey limited the scope of analysis to
 
enterprises which already exist in the areas and, given the need to
 
draw samples from relatively large enterprise populations for

statistical purposes, limited the analyses to typos of enterprisel

which were well-represented already. 
This approach essentially pre­
empted analysis of potential enterprises which are few in number or
 



whIch do no yet oxist in the rur'al areas, in effect, the work was 
excessively influenced by a statistical necessity rather than by as 
more appropriate regional/industrial/agro-industrial development 
framework (Annex 6). This project design weakness was identified 
during the Annual Review in October, 1980. At that time participants 
in ROFEAP judged themselves too far along in the work to make 
substantial changes. Tho p tdid nevertheless. ttempt to secure. 
additional help through use of the consultant budget. Unfortunately, 
Thai university faculty were not responsive to the relatively low 
honoraria offered by the project (as a result of RTG policy governing 
payments to civil servants), and U.S. consultants actually retained 
did not prove helpful. 

Recommendations: In future projects of this type it will be 
more useful and relevant to design research methods and to identify 
issues in a framework of regional/industrial/agro-industrial 
development (Annex 7). Such a framework encourages a comparison 
of what is with what can be interms of resources, comparative 
advantage, inter-sectoral linkages, etc. The vision of the future 
within this framework is also amenable to policy, program and 
project identification. If future projects are designed this 
way, the staffing plan will of necessity include researchers 
with appropriate backgrounds; and there would be less need to 
use consultant budgets for assistance in completion of major 
project objectives. 

c. Identify Constraints on the Expansion of Those Enterprises as a Means 
of Selecting a Focal Point for the Promotion of Policy. For the 14 
types of enterprises noted above the study provides highly detailed 
information on: price and availability of raw material inputs; 1 
labor requirements; wages and seasonality of labor supply and demand; 
production processes and technologies; volumes of sales; values of 
sales; marketing systems; characteristics of entrepreneurs; cash 
flow and financial requirements; etc. This data base provides a 
rich resource of information about the variety of constraints and 
opportunities facing the enterprise types in question. Notwithstanding
the effort involved, and largely for the reasons cited in the preceding
section, the study has not clearly identified the particular constraints 
on expansion of rural enterprise. 

Recommendation: The complexity of industrial analysis should 
not be underestimated. In future studies of this type explicit 
provision should be made during design for specialized consultants 
qualified in specific areas of industrial operations analysis 
(e.g., textiles, crafts, construction materials, etc.). This 
could significantly improve research methods for investigating 
enterprises, and interpretation methods for drawing conclusions 
from data and interviews (Annex 8). 

d. Assess the Impact of rxisting and Potential Thai Industrial Policies 
and Progrmns on Rural vs. Urban and Large vs. Small Scale Enterprise 
Development. The study retained a consultant to prepare a paper on 
policy impact. The paper is short and very general, and does not 
do justice to the wealth of secondary information available on the 



topic. 'The reason for this qhortcoming is in part related to the 
brcvity of the short-term consultant contract, and in part to an
 
underestimate in the ROFEAP design regarding the complexity 
of policy
analysis and the level of effort required to generate specific impact

assessments. The study also retained a longer-torm consultant to 
review institutions and current programs having direct and indirect
 
bearings on rural enterprise development.' This latter work contains
 
matoriail providing :a relatively thorough overview of-existing institutions­
and programs in Thailand. 
While lacking depth, this work has nevertheless
 
already been used by the World Bank, the UNDP and other donor agencies
 
as a vital input to their studies of rural'enterprise. In addition,

this work has identified the one potential project produced by ROFEAP:
 
a "Regional Industrial Development and Promotion Project".
 

Recommendation: 
A study which has as its purpose the identification
 
and development of policies, programs and projects should make
 
policy and institutional analysis its highest priority. Institutional
 
analysis defines the limits to any program or project idea. 
It
 
isolates what can be done from what economic research suggests
 
ought to be done. Policy analysis, in a similar fashion, defines
 
over-arching constraints on action. 
More importantly, such
 
analysis attempts to understand why government policies are what
 
they are. Change in policy requires the identification of its
 
underlying causes. 
The premise that economic research which
 
provides data and relationships is sufficient.to modify policy

is most often false. Future studies should be designed with,
 
greater attention to these matters, and project staff and/or

consultants wit.h expertise in policy and institutional analysis
 
should be clearly identified from the very beginning-particularly
 
in the study design phase (Annex 9).
 

2. Farm Level Surveys: Conclusions and Recommendations
 

a. 
Collect Detailed Primary Data on Numerous Aspects of Farm Enterprises.
 
The Phase I survey collected extensive general information on the
 
farm and non-farm activities of about 10,600 households in 74 villages.

The Phase II survey, based on weekly interviews of 478 households in
 
25 villages in four provinces, has produced massive amounts of
 
information on farm and non-farm 
income generation activities of
 
rural households. This data is so extensive that years of dedicated
 
effortwill not exhaust the analytical potential of the data base.
 
This component is potentially the most useful product of ROFEAP
 
because it can be used to answer a great number of questions which
 
the RTG, USAID and other donor agencies might choose to ask. It's
 
major limitation insofar as policy, program and project development

is concerned is that it cannot be generalized beyond the villages

actually surveyed. Village selection was based in part on the
 
practicalities of survey management, and in part on the need for
 
comparative analysis between villages. 
At the same time, the
 
adoption of a weekly surv,-,y schedule, meant to maximize respondent

recallseverely limited the number of villages and households that
 
could be covered in any one period; and this too contrained the
 
ability of the work to meet generalizability needs.
 

http:sufficient.to


NO coimundatj.un: Farw level surveys of the IOF1:P type ara 
extremely useful. Work of this kind has nut been done in Thailand 
before with the 
same degree of detail and intra-household com­
prehensiveness. In a policy, program and project context, however,
there is a fundamental need for generalizability to wider areas. 
In future studies it may be adviseable to restrict the number of 
questions asked to a few key variables and/or to reduce survey
 

....
frequencies-{(e.g.-asking for.-one-week-recall-everysencond -or' 
third week and interpolating data between the surveys). Such 
reductions can shift resources to cover a wider area and a larger

sample which can approach generalizability. The loss in detail
 
and accuracy of information would not, withiin limits, compromise

policy, program and project implications. As noted above, the
 
limiting factors in countries like Thailand are institutional
 
constraints to action and not, as many believe, insufficient data
 
and detail.
 

b. Examine the Nature of Farm Sector Demand for Labor and Other Inputs
 
to Assess the Utent of Labor Undeemployment, and Determine the
 
Labor Absorptive Capacity of Alternative Cropping Patterns. The data
 
gathered in the Phase II survey provide extensive coverage of the
 
uses of household and hired labor in farming activities, and also

the absorptive effect of alternative cropping patterns. Most of
 
these aspects were integrated into seven linear programming models
 
to reflect a typology of farm enterprises found in-the 4 provinces

surveyed. Expe~mentation with these models suggest that in all
 
cases household income can be increased through reallocation of
 
available family resources to alternative cropping and to non-farm
 
activities at the same time. However, the study has also found that

there are essentially two-types of non-farm enterprise. One, which
 
ROFEAP labels as non-farm enterprise, is the income generating

actiVety of household members on the farm (e.g. craft products). The
 
other, called off-farm activities, cover income generation from the

sale of labor services to other farms, to manufacturing and service
 
enterprises in the area or further away, etc. 
 The study suggests

that the traditional distinction between farm and non-farm activities
 
is inappropriate, at least for the villages covered. 
Households
 
appear to design their income-generating patterns around the
 
opportunities and constraints which immediately face them. 
Depending
 
on the.season, the type of farm, the availability of skilled family

labor, etc., by and large household labor forces are constantly at
 
work and generating income; and do so in a great variety of ways.,

The key conclusion that arises from these observations is that in
 
some rural areas the issues of underemployment and labor absorption

are in the short-term at least, less important than the challenge of
 
identifying and developing an array of programs and projects which
 
serve the purpose of maximizing the returns to labor in farm, non­
farm and off-farm activities simultaneously.
 

Recommendations: In future studies covering areas with similar
 
characteristics as those found in Thailand by ROFEAP, and in

the framework of program and project identification, it may be
 
adviseable to revise the objective of farm level surveys, from
 
one emphasizing "examination" of pre-determined analytical issues
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to 0o1C em1phasizing( "identification" of alternative means ofmaximizing rural household income 
from all sources. In this
 
way it may bre possible to focus more quickly on factors which
 are most relevant, and then to move towards identification of
possible intervention, with regard to those factors. At the
 
same time, future studies should also attempt to place farm
level surveys in 
a regional economic framework that would permita bettero integration of~rurai-household-analysis-with-thb rural....... 7
 
(i.e. town) enterprise analysis discussed earlier. 
ROFEAP has
not linked the two analyses very well, partly because it did
 not have a framework within which to combine them.
 

c. Analyze the Relationship Between Farm Size and the Importance of Non-
Farm Income Sources to Determine the Potential Distributional Impacts
of Non-Farm (i.e. off-farm) Enterprise Expansion. The scudy has shownthat although there is 
a degree of relationship between farm size

and the importance of non-farm income sources 
(both on and off the

farm) in the villages surveyed, this relationship is not as clear-cut
 as may originally have been envisaged. 
Other factors, such as type
of farm (i.e. irrigated vs. 
rainfed), labor productivity in craft

enterprises on the farm, returns to labor off the farm, household
 
size, etc. are equally important indicators of the importance of
non-farm enterprise expansion. 
This lack of clear relationship may
be due to the small sample size and/or., the purposive nature of

sample selection. Whatever the causes may in fact.be, the study
does not provide clear-cut answers to the question of distributional
 
impact.
 

Recommendation: 
In future studies, and as suggestedabove, it
 
way be adviseable to avoid imposition of preconceived ideas

about factors determining the importance of non-farm income
 sources to rural households. From a programmatic perspective

this implicit hypothesis-testing approach is less useful than
 
an analytical approach which seeks 
to answer a specific question.

One possible question is: 
 Assuming that off-farm employment

can be promoted in an area at an average wage-rate of X, what
 
are the factors that shape income distribution consequences?
 
This kind of question obligates researchers to think through
all the potentially relevant factors, including farm size, and

then to design sampling procedures and questionnaire formats
 
which will answer the question. The essence of policy-oriented

research is asking the right questions and then answering them,
and this approach should dictate the form of any future study
 
of this type.
 

3. Rural Financial Markets
 

a. 
Analyze the Sources and Uses of Funds in Farm and Non-Farm Firms.

The study examined sources 
and uses of finance by farm households,

and carried out an extensive analysis of ha4. various types of
households use 
the funds on a weekly basis. The data and the

relationships which have been documented can be very helpful in
design of rural credit schemes, and in the determination of whether
 
or not such schemes are warranted. The study also attempted to glean
similar infcrmation from a special questionnaire administered to
town-based enterprises, but failed to generate much useful information.

The reason for this shortcoming.is that private enterprises in towns
 are reluctant to reveal details about their financial affairs to
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b. 


c. 


d. 


strinles. Al.Lhoucjh ROFlHA1 stalf tried to cultivate close relationships
S thLrespondents over suvcral months preceding administration ofwith 

the questionnaire, the reluctance of the entrepreneurs persisted,

and the utility of the information gathered is in doubt.
 

Recommendation: The non-responsiveness of entrepreneurs subject 
to governument regulation with regard to their commercial affairs
is widely recognized. F09 this reason information concerningg 
finance is collected by indirect means: from bankers, enterprise
associations, key informants, etC, Such sources of0,information 
can provide very valuable insights. However, considerable
 
expertise and experience is required in knowing what questions
 
to ask, in identifying people to ask, and in interpreting the
 
answers. 
In future studies where progress is compromised by
 
non-cooperation,,consultant funds in a project budget should
 
be used to retain one or more individuals who are qualified in
 
unobtrusive methods of researching and analyzing enterprise finance
 
questions.
 

Assess the Impact of Recent Increases in Formal Agricultural Credit 
on Agricultural Output, Input Use, Demand for Informal Credit, etc. 
The study did not address this component objective. In the original
project design the issue of financial markets was to have been addressed 
under the USAID technical co-operation agreement with Ohio State 
University (OSU). Diring implementation OSU advisors and researchers 
became more interested in the modelling of farm hodsehold systems,
and in any case had come to the conclusion from prior work that :ural 
credit was not a significant issue. 

Recommendation: If a modification in project objectives is
 
deemed adviseable during implementation, and if the project
 
is destined to be evaluated at its conclusion, then it is
 
mandatory that a justification for the change be made immediately

and that a Project Agreement be modified accordingly through a
 
Project Implementation Letter. Project Agreements and Project
 
Papers constitute contractual agreements, and evaluations
 
essentially assess the degree to which contractual promises

have been kept. To avoid potential suggestions of irresponsibility
 
during future studies, project participants and USAID project
 
supervisors should pay close attention to any significant

departures from explicit project objectives, and then make
 
adjustments to those objectives in a timely manner.
 

Estimate the Impact of Changinq Credit Terms and Supplies on Farms
 
and Non-Farm Firms. Conclusions and recommendations with respect
 
to this objective are the same as in point 2, above.
 

Identify the Incentives and Impediments which Exist for Financial
 
Markets to Broaden Lending and Savings Services in Rural Areas.
 
The study has produced one paper which addresses this objective.

The paper concludes that although local bank branches are interested
 
in and compete heavily in mobilizing rural savings and deposits,
 
they are not yet equipped for effective lending to smaller borrowers
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enyaged in ayricultural or manufacturing activities. Thus the supply
 
of capital resources Par so is not an immediate problem. The 
problem is one of identifying a mechanism to bridge the gap which 
separates lendersa from credit-worthy potential borrowers. This 
potentially fruitful line of inquiry was not prusued further in part
 
because the OSU inputs to this component had been diverted elsewhere,
 
in part because participants responsible for the paper were_also 
obliged to shift attention to more pressing management matters, and 
in part because the project as a whole did not have, as noted earlier, 
a strong motivation to follow through from analysis to program
 
identifigation and development.
 

Recommendation: As suggested several times already, the phrasing
 
of project component objectives to a large extent determines the
 
way in which analysis proceeds, and the purposes to which the
 
analysis will be used. The study of incentives and impediments
 
was carried out to the letter, and was brought to the edge of
 
policy and program identification. In future studies the
 
specification of this particular objective should read something

like: Identify and develop policy, program and project inter­
ventions to increase incentives and to remove impediments to
 
the expansion of lending and savings services in rural areas.
 
This kind of framework obliges researchers to extend themselves
 
well beyond simple statements about the "problem".
 

e. 	Examine the Impact of Informal Credit Provided Through Input and
 
Produce Marketing Firms. Conclusions and recommendations with respect
 
to this objective are the same as in point 2, above.
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Part III 

FUTUPE PROJi'CT DEVELOPMENT POTENTIAL 

,esearch and analysis undertaken Iurinq tie past few years by the 
RTG and interested donn ag.nces, lik t t. io O Bank and the Interna­
tional Labor Office, all se ,:. to arriv ! ar th,- :;,.me conclusion: sooner 
or later, derending on the pzarticular a ea and iJts possibilities agricul­
ture 'will no lccn;er be aiblo to provide increasing income generation
opportunitie:; t ,:n e:andincg national labor force. They suqest that 
before the cctr;in reco-.e critical, it would be wise to activly promote 
non-acricultur~i ectors in a w: which maximizes employ:ent p'otential 
across t:.e ou ;hi le at the sa;2e time woing to:ards furtherdeveles- eent in ,g 'icu llur.e 0,::0.: i). 

is. o in sectra. dvelo-rent riorities, a part of the 
industri.al -:.,Ourp. roces has hold the, taken in policy plann ng 
areas of ten; in, hnina actively supported by such dornor 
ac:encies t ' P+_. , t'P, U:IPO, and b'ilateral assistance fror; 
Gcr:any, Aint' n -,n-to nLme a few. In fact, there is corething 
of a "t 'a ing place at present. 

In a"." , t,'C- in !,p L ic a tatertent.;, and t. :;ome extent in 
action, " it cn-a.a:itt-ed 1,n the polic,' of .orei:ikt-e.tt ye'.: com­
pr n: 'ea-oach- c velocrment n order to expand employment 
and i;'rura 1 _uctri:l e-[ancien is an iraortant strategy
of tii; ,n ' Ccy. 'Ihis ha.s been stated explicitly in 
t"'i At'i:a Eccoic ad Locial tcve o].nt Plan which covers the 
perio, 1" 2-1("6. At precint the Industrial Restructuring Cornittee, 
ap' ointtc' t' cu-, rdjnate C. irplerentation of tlie industrial development 
pl. , ';a!; "eona r r e pi oce!s of designinq a work proqram for the imple­
meni uf L industri zation ,olic,,. It is expected that the Fifthure , 

Plar 'will he inning of a long tern movement towards the promotion 
incu.:treuc uf Metropolitan Area. The commitnent tooatide' the i.angkok 

this srate. i rflectrn of toe covernrent's realization that rural 
industriali'ation, articularly in small scale industries, is an effective 
mean, to at and income to the rural poor. 

-e (Urest' o- ',.'hother .hAI.hould b reo nre actively involved 
in assisting 'a in thrs ne. aciroacs to et:ployment and income expan­
sicn is not answered eac .'h. There is yet icuch to do in agriwulture, health 
and edu'cation; a32 i may 1. hI. thatbe o ther donor agencies have greater
strergth: w.ih refn, ect to rural enterpriso develeoent than does USAID. 
The Ag'n-y ci:, sc..Cever, ntc,;rate into its' current and planned portfolio 
of activity a n;:hcr of c:crents which directly or indirectly/ suppsort 
current 1TG policy directions. 

'rh fo!l. .1:.g fi '.'c lcqr n peas ib J iti ec, which integrate the 
findings o 1:. *IIA,, :.,-,-ac: othur 'sources of inforration , suggest the 
things that .tAia ci ciht.h to consider for irplementation in a near 
tern.. The frst th:: ,e cre essentially coponent addition to current 
projects. Th.e oti.er t.,'o constitute new project ideas. 
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1. Northeast Rainfed Agricultural Development Project (493-0308) N.RAD
 

'The purpose of the NERAD project is to demonstrate an 
agriculturadevelopment program for increasing farm productivity and farm incomeainfod agricultural zones. inThis project was designed in elthere. ore 1 andcould not benefit fron the findings of the-- was-aoin th erfr basedon -ee."Ti n stdy 1980aaa hNfaDs-.... [,- e-Eooi Sr (197) -uui80)
at.the Tabn level. This data base suggeststhat between 75% and 90% ofhousehold income is derived farming activities.l/ 

The ROFEAP data now indicate that such figures can be misleading.
The NERAD data, for example, suggest that 80-85% of household income 
in
 
ROFEAP data from 5 villages in
 

Roi Et province is drawn from farming.

the province indicate that farming contrib.utes to only 22% of household

income on2verage; and thatthis figure varies from 1.5% to 41% between
 

z
villages.
 The balance of household income is derived from non-farm en­terprises of the family (28%))wages from off-farm work
sources (25%). (25%),and other
 

The ROFEAP data, taken from a small sample of households, does not
necessarily question NERAD's Tamban averages. 
What it does imply is that
there is considerable variation in the ways households generate income
within a province, and within a Tambon. 
There is therefore a danger that
without care in the selection of villages to be addressed by the NERAD
project, considerable effort will be wasted.. 
It will, for example, be
difficult to convince households to add labor or capital to a new agricul­practice if farming is, from a total income-generation perspective,
essentially a secondary activity. 
A new practice may increase the return
relative to traditional agricultural practice, but it may be less than the
current return from non-farm and off-farm activities.
 
NERAD's "farm-systems" approach is, at present, partial It ignoresthe non-farm and off-farm components of the "system" which, if.nothing
else, the ROFEAP study argues 
 convincingly is in appropriate in the
circumstances of the Northeast. 
To minimize the risks to the NERAD pro­ject and to maximize the practical utility of the ROFEAP study, the Center
for Applied Economics Research at Kasetsart University should be inte­grated by one means or another into the project.
the Center can Among other possibilities,
1
1) test NERAD staff ideas for new agricultural/Livestock
practices against current ROFEAP data fi~e.s
labor, etc.) (e.g. comparative return to
; 2) identify through simplified means villages in which
farming activities do not compete acutely with other household activities
for family labor and capital; 3) conduct comprehensive "farm-systems"
surveys and analysis as required (through simpler means than those used
during the ROFEAP study); and 4) any other reserach requested to clarifythe role of non-farm and off-farm activities with respect to the goals
and objectives of the NERAD project. 
Should NERAD staff wish to expand
their scope to actively cover non-farm enterprise promotion, Kasetsart
can help with the analytical work required in this aspect as well.
 

I/ 
NEPAD, Addendum to Project Paper (493-0308), April 1980, page 17.
 
2/ Chalamwong, Y. and Meyer, R. "Farm Household Income Levels, Sources
 

and Patterns in Selected Thai Villages", July 30, 1982
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2. Rane giclua ntensification Project-
 RAI
 
The Purpose of tile 
RA project is to accelerate smll farmer


productivity through tie strengthening of the, RTG's programad
2. ainedAgr~u~L~ralIflenifiat ­roctur 
intniia
' . rational activities directed toward rainfed 
ag 


intensf
andltr ­
j ton.,k I This project is currently in the design stage. 

K described it's principal components-will As presentlyriethodology;.... ... = 
be. applied rain resea!...................... 
...... 
 soil and-water- consimpvraiu° se vac~ n i~n r°v-ment, improved livestock 
 ''
 ed lestrc 

Lechno ogy; diffusion of improved farming practices; administrativeand projyt management staff development; andculture. Key researchthemes in these in rainfed agri­components arestrengthening, and a strategy of working back from farm level problems
 

an emphasis on institutional
 
to develop programs of support.
 

is As in the case of the NERAD project, the premise underlying RAI
i

is that non-farm and off-farm household activities are of secondary

importance in the Northeast, and that the principal constraints to raising
income are to be found in improvements to agriculture
practices. 
 and livestock 
the RQFEIP 

This may in fact be the case. fowever,other family activities 
- as indicatedat least not without thinking it through
above,study has shown that one should not, a priori, assume away
casefully. 
In the
RTG personnel should at least be made aware of the 

context of institutional strengthening (e.g. training)
relationships between
farm, non-farm and off-farm activities. 
 In the analysis of farm-levelproblems the "complete" system should represent the point of departure in
order that the farming aspects be understood as parts of a larger and
 
more complex household enterprise.
should significantly expand its focus to include non-farm activities.
 

This does not mean to imply that RAI
Like the NERAD project, it need not be complicated by additional compo­
nents. 
What is implied-is that, at some appropriate points in the pro­
ject, non-farm and off-farm dimensionsinvestigated 


by ROFEAP be inte­
grated into the institutional strengthening and research components of
 
RAI in order that RTG personnel have a broader sense of what the rural

economy is about. 
 In this way the knowledge produced by ROFEAP can make
 
its way out of the university and into the "field" (where it can be more
useful).
 

If 
PAI is approved, then a small training role for Kasetsart
University within the institutional strengthening and research aspects
 
,of the project appears wise. 

RTG 

As in the NERAD project, USAID and the
can make maximu use of the investment in ROFEAP by integratingdata and the researchers into new programs where they can be very
 
the 

productive. 

I/ 
Rainfed Agricultural Intensification Project, Project Identifi­cation Docuennt, USAID/Thailands September 26, 1981 
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* - 3. Private Sector in Development Project 

In a regional or rural economic development framework whichstresses expansion and distribution of employment and income to as 
wide a spectium of population as possible, promotion of productive
activities should be, based.,on probable -out comes. rather- than the -form 
of inputs. To be more specific, it does not really matter whether 
rural industry is very small or very large, or whether it appears
laLor-intensive or capital-intensive, or whether it is in one subsector 
or another. What really matters is whether the particular industry or 
enterprise generates net benefits to the population directly or indirectly
affected. During the evaluation the team visited a number of IFCT ­
financed enterprises in Khon Kaen. By Bangkok standards these are small 
operations, but by local standards they are large. But whether defined
 
as large or small, their one characteristic, at least on, the basis of 
superficial evidence gathered, is that they provide net benefits to the
 
population as well as profits to investors; as follows
 

a. 	Fishing Net Factory: The plant appears as a very capital
 
intensive operation employing about 40 workers. It also sub­
contracts finishing operations to between 1000 and 1500 women
 
in surrounding villages and earn them up to Y 80 per day.
 
Sales cover most of northern Thailand (and a' a result the
 
RTG has banned further inves-ments of this type). Therplant 
has displaced an unknown number of traditional net-makers at 
the village level. Prices for nets are now significantly lower 
than before, and thus more widely available for the extensive
 
village fishing activity which occurs after flooding in the
 
rainy season.
 

b. 	Brick Factory: The plant appears and is relatively capital

intensive. It produces higher-grade finishing bricks for
 
construction in the area and thus does not compete with
 
traditional brick markets. The product substitutes for pre­
viously imported (i.e. to the region) higher cost bricks, and 
has constrained the rise in the cost of building construction­
thus serving to enhance construction activity and the labor
 
require' for it.. The plant produces about 20% of the area's 
current demand for bricks of all types. 

c. 	Poultry Farms This is a capital intensive operation which has
 
brought down the price of chicken to consumers and has cbrres­
pondingly expanded demand. In part the operation substitutes 
for regional imports. It may also have affected incomes of 
farmers'who had previously received higher market prices, 
although there's no way of assessing the scope of this impact.
 

d. 	Water Jug Factory: Also a capital intensive operation, this
 
enterprise produces low-grade plastic water containers. It
 
substitutes for higher priced regional imports, and also for
 
less durable clay pot 'containers produced by village house­
holds. At the village level this product makes it easier to
 
transport and store water, andis safer than many clay containers
 
for this purpose.
 



!.v.	 - . 

a. Agricultural machinery Factory: This produces rice mills 

of various sizes, tillers and vehicles powered by 2 h.p. to
 

8 h.p. Japanese single-piston engines. The market is limited
 

to individuals or groups with relative economic means. The
 

technology is adapted to local circumstances. Thus mills 

become accessible to smaller villages, and tillers become 

accessible'to smaller farmers. Compensating for the poten,.ial 

decline in hired labor w these ...Eehnoo ayu..... 
are higher regional output and greater competition among millers
 

(and hence returns to farmers).
 

f. 	Pulp and Paper Factory: This unit, very capital intensive
 

It offers higher prices for inputs
produces paper from kenaf. 

than gunny-bag producers, and thus serves to increase farm
 

revenue from upland crop production. The number of workers
 

displaced in bag production, however, is unknown.
 

g. 	Canned Foods: This factory, producing for a wide market and
 

substituting for regional imports, purchases meat, fruit and
 

It may have displaced some
vegetables from local producers. 

traditional preserving operations, but it has also lowered
 

consumer costs and increased farm revenues in the process.
 

All the foregoing units have been established with IFCT assistance
 

since 1976. The nature of these investments, each one is something
 

of a pioneer in the region, suggests that the area has considerably more
 

potential for various kinds of industrial expansion. It also suggests
 

that although businessmen had ideas, it was not until IFCT'took on
 

active role in industrial promotion (to market its lending portfolio)
 

combining credit, technical assistance and follow-through, that the
 

One may also note that local bank branches
ideas could be implemented. 

They


have co-financed many of the IFCT-related industries in the region. 


defer to IFCT's len..ang appraisal capabilities.
 

At the risk of exaggeration, one can suggest that the region is
 

still somewhat in a "frontier stage" of development which has histo­

rically been present in other developing countries as well as the 
U.S.
 

Other regions of Thailand may be similar in this respect. At this
 

stage investment is risky and very few investors, banks or entrepreneurs,
 
In this context
 are interested in being the first to try something out. 


!FCT serves the purpoze of providing the financial and technical 
support
 

necessary to reduce investor wariness and encourage the translation 
of
 

ideas into practice; both in terms of putting capital into the 
area and
 

in terms of capitalizing smaller firms which banks in particular 
have
 

The fact that IFCT is a subsidized operation is, within this
avoided. 

In marketing terms the corporation is a
 framework, largely irrelevant. 


"loss leader" which the RTG hopes can provide a basis to stimulate
 

independent private sector initiative vis a vis the regionand 
smaller
 

enterprises. In the longer-term an operation like IFCT, if it has no
 

other areasor sectors to experiment with~will phase itself out.
 



In the context of ISAID's Private Sector in Development Project,
IFCT' would Iilpear as a logical and competent institutional vehicle forimplementing the rural/smaller-scale components of the project. Althoughnubsidived, it is regarded an a private operation, works on a profit-making
basis, is organized as a corporation, has competent staff and is under­stood is a leader in this kind of industrial development. It's human
and fijiancial 
resources are limited however, and USAID can be instrumen­
tal in expanding the scope and scale of IFCT operations, and through


.tois,-ft.promotefactivitiesf.othe-private 
 sector-in general;-particu­
larly outside Bangkok.
 

An IFCT-ccntered program could readily complement the project's
intended work with BOI especially with regard to moving the BOI to

expand its interests beyond Bangkok and large-scale investment. At the

regional level an IFCT-centered operation can also extend to formally

work with the Dept. of Industrial Promotion (DIP) and its Industrial
 
Services Institute (ISI). These latter institutions are inthe process

of setting up promotional efforts in Khon Kaen and other regions. 
USAID
 
may be able to assist them in upgrading the types and range of technical

assistance services which they hope to provide to regional entrepreneurs,

and in organizing investment promotion and management activities.
 

Finally, USAID should note that at the moment there is considera­
ble "dust" in the enviroinment of rural industry promotion. 
The World

Bank and RTG are in the process of negotiating a $ 35(f-400 million APEX

package for agriculture and industry, although it may be 2 or 3 years

before an agreement is reached. 
The UNDP is providing a small grant to

the DIP to assist them in requesting support for the ISI operation in
Khon Knen from the World Bank. 
 In the meantime the Japanese government

has offered 4 156 million to the DIP to construct and equip the ISI

facility in Khon Kaen. 
UNIDO has approved part of a $ 450,000 assistance
 
package for industrial promotion in the Northeast, at Udon Thani, through
the DIP. The Canadian Agency for Int'l Development (CIDA) has also
 
expressel interest in doing something in this area. 
 In designing sub­
components for the Private Sector Project, through IFCT or others, it
will be very important to assure that account is taken of all these other

activities in order to minimize potential redundancy and RTG institutional
 
overload.
 

4. Enterprise Development at the Village Level
 

Much of the Private Sector Project is based on the premise that
there exists an 
 information gap between the U.S. and Thai entrepreneurs.

To various extents the same gap separates Bangkok from other major towns

(providing part of the justification 'or the program suggested above).

There is also a gap between Bangkok, major towns and the villages of the

countryside. If villages 
were only active in agriculture, the gap asfar as rural industry is concerned would not be particularly important.
The ROFEAP project has, however, emphasized the importance of verl small­
scale manufacturing at 
the village level. In an enumeration of 10,600

households, the project identified 6500 such enterprises, In detailed
 surveys of 421 families, the project found that households in some

villages generate more 
than 50% of income farm such activities (the
 
average is 21%). As with any economic activity, some villages are very

successful in these endeavors while others simply lose money at it.
The essential point is that the countryside contains a vastly underesti­
mated number of actual and potential entrepreneurs of various types.
 



AU present some of the more remunierative activities like silk­
woavinIi and gaiment making are tied into the larger private enterprises,
through nuh-contracl:nq or other arranjorrantn (like the fishing netsdiscussed above). Mcst of the enterprises, however, suffer from raw 
material constraints, limited knowledge of markets and products, poortechnological processes, etc.-all the basic obstacles to any enterprise.The only major institution which seems active in promoting this level
[of entrepreneurship is the Community o Departme n.. n.t . ..... 

At.the local level CDD agents work in collaboration with DIP/ISI

in providing training and introducing new product lines. Though there
have been remarkable exceptions, the CDD has not been particularly

effective in raising village incomes in this way.
 

Much of the problem is that most of the over 9000 agents have,
according to a ROFEAP study, backgrounds in sociology, anthropology,

social work, etc. 
They do not have backgrounds in economics, or
business or finance or development in general. 
Thus, for example, they
provide training for the production of crafts which not only have limited
 
markets, but also provide lower returns than the old crafts.
 

There would seem here to be some potential for reaching village

entrepreneurs in a more effective manner. 
Types of more effective
assistance might incl de creation of intermediate fin cial institutions,linking enterprises to existing financial institutions and technical
assistance units, arranging sub-contracts and purchases by larger indus­
trial and commercial firms, identifying markets and the assistance
 
required to enter and expand in those markets (e.g. credit, training,
technology, etc.), arranging for the assistance, appraising and screening
individual or group projects on behalf of banks, IFCT or others, and so on.
 

For the CDD to become effective in this way, it needs outside
support. As in other countries this kind of operation is not highly

regarded in economic policy circles, and the worth of CDD activity is

viewed as a social welfare operation. Thus substantive additional
 
support from within the RTG is unlikely to be forthcoming in a near
future. 
In the grand pecking order of things this parallels the situa­
tion with respect to rural and smaller-scale industry. IFCT needed
World Dank support to convince the RTG of the viability of going beyond
what they were doing several years ago. The CDD requires similar outside
 support if it is going to change and improve what it presently does.
 

A project in this area may be appropriate for USAID because it
is essentially aimed at promoting private sector development at the

village level while at the same time addressing rural poverty quite

directly. The field is relatively clear with regard to donor agencies

because only UNICEF is currently providing assistance. Dr. Pairoj head
of CDD while disenchanted with USAID for lack of follow-through on past
offers of help, is fundamentally interested in converting his department
into an economic development agency. 
Like the case of IFCT, the CDD
 can become the leader into the field of vary small enterprise development.
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Assistance to the department by USAID should probably take the 
form of a combined formaland informal (i.e. on-site) training program 
for CDD and ISI staff at all levolso; with the basic purpose of 
providing the staff with a more business-like orientation. AT a later 
stage this could be followed by provision of key facilities and supplies 
for existing and new CD and ISI Regional Centers. USAID, drawing from 
its experience over the years in similar activities with U.S. contractors
 
(e.g. Partnership for ProductivityAITEC,otc.)is probably better able 
 . 
to implem"ent-- than other 'donors.s-uch a program 

The status of the CDD and ISI as public agencies will of course
 
limit the effectiveness of what can actually be made to happen in the
 
field. The issue here is really one of maximizing the effectiveness of
 
an existing recurrent budgetary expenditure. Even if only 10% of the
 
staff can be upgraded through a project, it nevertheless represents
 
900 people working better at the village level.
 

5. Survey of Economic/Enterprise Potential in the Northeast Region
 

One of the difficulties in laying out the range of possibilities
 
for the foregoing two project ideas is that for certain areas like the
 
Northeast, information about economic potential (of the operational kind)
 
is diffusely scattered and/or non-existant. This constrains the gene­
ration of ideas about the range of possible economic activities that
 
can or should be promoted in those areas. The BOI, DIP/ISI, IFCT and
 
other operational agencies may therefore be limited in the scope of
 
their thinking and action. In this context, and for the case of the
 
Northeast, USAID might wish to consider support to the NESDB for
 
preparation of a regional economic survey. Although the RTG can finance
 
such a study and can recruit capable individuals for various parts of
 
the work, Thailand is still somewhat short of people with qualifications
 
in some key areas such as regional economic analysis, resource economics,
 
village industry, agro-industrial technology, etc. A joint undertaking
 
may be in order here, perhaps linking a U.S. firm or professional school
 
with the National Institute of Development Administration. This kind
 
of effort would complement the Private Sector Project rather well.
 
Arough outline of the work might be as follows:
 

- Resource availability for extractive and agro-based industries;
 

- Demand potential for manufactured goods;
 

- Supply and the pattern of supply of labor;
 

- Costs of production relative to other regions;
 

- Basic physical and institutional infrastructure required.
 

!F
 



Final Hvaluation Sopoo of Work 

A. General 

*The purpose of the evaluation is to provide decision-makers 
in USAID, the RTG and other donors with sufficient information to 

7:I ./: make a determination if there are any findings of the non/off farm 

-­ project which offer-a-potential for-future-project development either-­

as a discrete project in itself or as a component of other projects. 

The U.S. consultant will serve as team leader and be 

responsible for preparing a final report which will: 

(1) review project purpose, scope of work and project 

methodology with a view towards determining if project 

objectives were achieved; 

(2) focus on current situation within the non/off form 

sector and note specific.constraints that may be 

impeding further development in the sector; and 

(3, discuss specific interventionssuch as organisational 

factors related to carrying out activities in this. 

sector. 

Recommendations should be specific and made within a realistic 7 

context of limited donor and RTG resources which have many ccmpeting 

projects in need of funds. Arguments for supporting this sector should not 

ignore competing sectorsbut rather should provide decision makers 

with substantive reasons as to why interventions in this particular 

sector would better meet donor strategies and objectives than other 

types of activities. Format of the report well follow AID evaluation 

report guidelines which will be provided to the consultant. 

B. Specific 

(1) Review relevant documentation and data produced by the 

project and available from other agencies. 

(2) Discuss non/off farm sector activities and problems with 

project personnel RTG officials and ind 'iduals from 

other agencies-public and private, located in Bangkok 

and up-country. 



(3) 	 Review and Discuss USAID Private Sector and other 

projects with a view toward how jon/off form 

activitieS miyht relatod to them. 

(4) 	 Visit 1 or 2 op-country areas to review provincial 

non/off farm sector activities and relationships 

with Pa1gkok. 

(5) 	 Speni 5 working dajys in the U.S. with USA and AID/,': 

personnel who are fC:-.ular with tlhe project, prior to 

departure for T'hai larnL. 

at(6) 	 Prticiate In final project workshop to be held 


the end of the evaluation period.
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1. 	 Rural Non-farminteri cs (i.e. TIown Enterrise:) 

The project focussed attention on 11 types of manufacturing 

activiti.s: ready-made garmnts silk weaving, cotton weaving, bamboo 

products, mats, mutal hind tWAls, soybean curds, noodles, fruit and
 

veyetaIe pickiin", cement products, bricks, pottery, furriture, and 

wood carving. I:formation on cotton weavin.,g, baricoo products, pottery 

mats and tools was obtained iroM the village survey of farm households. 

Infori:,tion un tu uthur activities was obtained fruim the town survey 

covering a sapplu at 146 Ilivs. T'hu data provi des conside rable 

information on ,t, jIN"Wction, sales, entrepreneur characteristics, 

marketing, podUCtion cutS, characteristics of the labor force, and finance. 

The 	overall cc:.lumsons zegarding the growth of income and employment 

am:ong rural smcll producuri, as described in "Rural Industries in Thailand: 

Sone Characteristics and Growth IoteMMtials", (May 14, 	 1982) prepared by 

T. 	Onchan, P. Ch.:rcor:hut and 1. '.ohad, are: 

I. 	 These is need fWr rationalisation of current goverrunent 

policy reyirdin; the 	 supply of wood and cement. 

2. .ore effective programs are required to promote village 

sericulture.
 

3. 	A better information network is required to convey 

questior.s to research centers and answers to producers. 

4. 	 The flow of working capital to producers should be increased. 

5. 	The fow of fj:ed capital to new firos should be in:-reased. 

6. 	New product develolcent work at existing research centers 

needs to he strengthened, and dessemination of findings 

shoui be i:.! roved. 

7. 	Businessmen :,iould through education be cowinced of the 

desirability of invustment in product development. 

8. 	 Contracts Letween producers and comi:ercial firms should be 

encouraged to iriprove marketing links. 

9. 	Training to upgrade skills of best existing workers should 

be undertaken.
 

-"
 



'hese coIc l"uIns and re coirmendaLiOlIs Summarize key findinjgs
 

contained in each of the 14 industry studies. The key findings for
 

each indus;try to date are indicated in the 
 following. 

Ready Made Garments (Conference Paper N~o. 7) 

Demand ; the crucial constraint to expansion of output and
 

employment among s.qaple firms. Cther, less serious difficulties
 

include product cu;iqn, 
 dyeinq quality, shortage of unskilled labor- during 

the wet season, Lc-:rcity of skilled labor and working capital finance. 

The firms arc I.oidu tn:;ivc , pi oduction is adapted to seasonal variations 

in labor sun:. ly, iti,.1 capita l investoent ior entry is low, production 

skills are easily acnuired, and output deand ajlcars promising. For 

these reasons tUe 
w(v'rL n.t should consider the followin potentially 

helpful interve:,tUOoms: provis1on of technical assistance, cultivation 

of certain typ:es of co-uj crutives, expansion of forla credit facilities, 

and proio of y;,o;-.t e:,orts. 

Silk Weaving (conference Paper No. 17) 

This industry is very labor intensive and is characterized by 
high rates of seif-eiploymunt and subcontracting arrangements which 

generate substant.iLr, turns to laLor for higher quality products. At 

present domestic 1 oductio is insufficient to meet demand, and the 

major constrinL on (.,!;tic production is a dortage in the supply of 
raw material. .thr, less iiortant probl :: s include dyeing technology, 

pattern desiq, ani 1 1or ceortaqes in the wet se,tson. The policy and 

program action sics n ;-a y beb.,ful in th,; c'nte:.t include: promotion 

of 1erx-cultur:,:yrwu :,nL of skills in dyeing anc design, promotion of 

export :.arke,tn, i :o.; n of qubcotninacing a0 rair;uwents, promution of 

filature factur;.,71 , io,0 arch and deve1.0c}1(7pent (n a],propriate weaving 

machines, ad ;: dificttL. n of minimu, w,,age and excise tax policy to 

maximize e:Vp]cyr en t and income. 



Cotteo Weaving (confut nce Iaplr 1:(. 1,) 

T'o idui;try is-; chrarac trized by female labor intensity and 

seasonal vatriat"t*,:; ilw I;l,- ;p l. Uplyent 15 axiMiZed through 

subcontracting ai : -:nt:;. i-ct urns to lahbr ranje frci, ) 8 to )1 37 

per day, and Lra, It,: it *: iu y i'num:s q;umn.::aton of Letween Y 300 awd 

P.850 per makrtL. :::.:,:.s.txcn:, i.,n ro;.rd to th!: .ndustry ianclude: 

encou:y,,;to.:.t cf L.:::.;:n and ri k.tih lei,,:t;;i, i&:TrOuv:;ent in rural 

roads, innut:o2uct:., "I Mu, :;kill crevo lojs:;elrt, formation of co-rperatives 

andu 10000n Of cIWI.. 

IPa:oboo Lroducts (Con. ference Pajoer N1o. 20) 

The markut for - 0ooproducts in at present relatively limited 

because the typuo, and ,ality of current outut is suitable only for local 

consum:ption. q: anO n Of t; yM.t and inco,::e in the industry will 

requiro c~yvr':...:.t n"Umwe i , .tn, I Orawani improved product 
l i n e s , tL - i n~l,i; : A',s l \ n- a qu: p} i r - l t o'. o y '', ; ";;ww , d uc t i un, 

introduction cf :;ukl-oo.i t .:COiA jig, ;tl.::.l.OI( C,. ptlUUCtS to 

expand 'arkets, . ::-.A ' 0.tOf c,:a ;hp ad cruattiv, skills among 

pro~lucots. Act .to er. ou-,,u Lu.,ci tin tat, prcvidc a sustained 

yield of matcr ii au :also riruAis. Alithouh; finance is not now a 

constrairt on 55011Co., itc:w would be a constraint on utoyrading 

technooay.
 

http:tl.::.l.OI
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r'.at; ((.onl~ctr :nce ar f'lt+.'[)o. 

ProductoLn of mats generally provides low returns to labor,
 
about 4 6 1,er dy, I thauh 
higher quality outpuL can generate up to
 
, 50 per day. The 16w 
 rturn;S do not encourage cultivation cr sueds, 
and the reulting oni,r tuf raw Material acts to maintain lew 
productivity. OCF.,r u twea p rod!uction shouldIh encouraged and high
 
qtualiLy W:t ruod.:cti 
sVou d DU YLcmotced. 

::ota1 ilana fols (-u11a0rc1s laper No. 12) 

E.latI.'Iy iLw returns to laLor in so:.e areas are a function
 
of tSe vilablity of staul 
and charcoal, and technologies in current
 
ULe. iKfurts to i:::ijrv u utL and income 
 will recquiru introduction 
of Lettur uqui;:.nt. ad r.achinery, ren oval of input con:traints, and 
proviil. cf CSut tu finace the 5hift in techroluo. 

j.;uy..ta. Cuids (co. i:p er No. 29) 

Curd iroutiun is highly competitive and tied to local demand. 
Although returns to lahor are relatively good (from if5 to 9 10 per hour), 
proEpecru fur exyansion of umployment in 
the future are not encouraging
 

:oodles (Conference i'j Ur :o. 33) 

:ajor yr.veL t in the industry are lalor turnover, excess 
machine capacity &On fluctuatLinns in irdut (roken ice) prices. Current 
trends indicate a ui ft in production from hand to machine processing, 

and from oo,.1er to :arqr producers. As a result o,aller rural 
ireduer: ,to-' '.in, from ranufacturu to nrketmrq of noodles 
Lhansion of ,::p:ltu'ot wal1 thus depend on inwcaus in the aggregate 
demand for output. it" goVcnoent might wish to explore the export
 

potential at dried nod Icuin this regard. 

1'
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Cc~et i1oJ~... .~I1r( ia' 0 . 32) 

0~ ~ l'o~ ~0 wl der ,2tpnd on increases'+ecibfic ince;::.(0il1t demand for
'i rcqar(. prcito ofl lampIn~igh i-oLortia poles ha,;in wm of joenrn I1 
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Lzjck- (CcrnfurQ
1 1 0 0 P j or N~o. 27)
 

- rger 
 : ,no cxyaitcal ilittunsive
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I reparicn in the areas of clayf......... 
 -r.d QI'l (A-;ofUndr~, firinlj and removal;rb~ :ur:ki oflr j ~ Lo e, pu 



I'ulnitLure JCc-nfei(:ice Pacper Nu. 14) 

Whilc increases in rural I...coii.s are . ikely to yield increasing 

dumand fur furnitucr, Ii producer; in rural areas arc unlikely to Lenefit 

1i:!na;kUkif prusent trcu'A'; c'. nt in". funuactiCtt; have a cocpirative 

pirodiuction cost dVai;t, rl a.u Lc their ii ;[:r scale, ; reaLer capital 

intensity .1A pi,:;ty ty. , t .srA Si liecN (i.u. jdyj.;o< and veneer). 

Smallet rural ,nmada u:, it z.v 'i ,i ''it ,.I I enk., '..1 tnd to 

concer trate rure n" 1 
. 2; of i ;i.;kek-:W1U fi ultnti;tUe. '1e dccUtralisation 

of 'qOUv'un;,cLt [u r2itt;in;, howe.'er, nay ti11 surve to s',ulter small rural 

iurocace s i.<, thist 

iolcu- aud prcjra.:s for this iOnduty Qmuld cerve the purpose 

of providing a en.rt iner.Lmnt ruralLu u for pi ,.ducers. In this 

OntUxt aCti, ienthu ,.ea of raw raterial Oulplis right include: 

logging controls, tu r i e a "ore stable wocd i'1ly, r'iuctiot n of 

interreqioianl j-iuu c iitles for wood, ieCnt:, foricentives 

ply'..cui and v.s t, ,J wood pricin policyUt u ru'.e substitution 

(e.g. iatt. n,,i.. -rtulur* , U, r-ta, plastic, etc.) With ruspect to 

tIS l.,St, action; in ta areas of Lrainln, mo.teLi,,s )rocurcuent and 

investment credit may2 ' help reduce the costs of the trar:sitior from 

Lraditional to r.wcr :,i.u -isl use. 

M.r. James iooard at Michijan StaLe University is completing 

a dissertation on the subject of changwat-level funiture industry 

rarketing, and additional insights and implications will be forthcoming 

from this work.
 

Wcud Carving (Wiking Fajer No. 33) 

'his is a relatively high return industry with significant 

income and erpl. yrent iipactus. The major constraint is the availability 

of teak wood, and quier;,ent 1.oiicy with ej ird to iu' ,e:;et of teAk 

reservu. ,oull La iecon.idurt, in the lipg o iotl,,tiu ad ama ltual 

i'Mpact 1,pton v1L ,,r cncu: en. A tax on rv(.c ,:r ., for Uxa: plu,, 

would Le sqeriur to the oot.inu d ineffctivne:; of prchibitions on 

forest exploiatL , i.PUrr-ation of wocd caivet co-(,oerat,.,us for procurement 

and maikctlng WouNi ,o cu;LstituLe a helpful S;tep. 

',2 



Pottery (Conference pape r No. 21)
 

The curL t I. '-,tHtu, o 
 this inrdustry iu not promising. lAeturns 
to family lahor arC low and Wlmoad is;limited for current product lines.
 
Improvuents would rejuilu identifica Lion of quality clay deposits,
 
upgradigr of typun; and quality Cf cut1 t, i:pia'v.' :c t in prodJction 
techr'.oley,, and :ruai,.ro O 1rourt:er~t!earkt!,r c, erativoc" 

In a(iition to the individual industty analyses, six other papers 
wore prere edIwiCh alyze characteristies acros the sam;le. One is
 
"Profitability and E flacincy" (Conference Paper No. u). 
 It u:;timtes
 
the rate of return I: 
hour of labor for each ;:ajor prcduct output of
 
each type of , t.
. f LitIty, returns to capital, .. c...ita]-labor 
rdtiO. !KU L 10 tZhat :ot-;ltr< Cece't p-O bete, .;;;.:,,
Iickle.i e rl ,cci;, t' d,'M, cyLard;; a.d-I ;.UU.'-zas. r: outs 

,r rtoy} o: i, .r'o~ 


-c aher In "u iii antrp!rPtlie i- roce of
 

on-farm Fims" (CLO;erei, Paper 
 No. U). i,! J;Wor IrriveS at no 
cunclus on. ilcwo.-cr, tJ - subject is bLin; p iru d by ireeyanuch Apibunyopas 
in dissertation cwk at lurdu= University.
 

Thu til ij j.qor is ntract i inubcPural 
 reas of Thailand" 
(Conference ,er .o 3, and revised as RPesearch Pape r :2. 5), which
 
recso:nund:; 
 LI,,t i.nmy';:n aware the 

subcontracet 


!,e , of ,(:.dntage of the 
, tum, anl 
 that the qc'cernunt re-ev,,luate taxation policy 

aid reulation of h Com,hld purduc rs. 

'ie a(pgrs are ".arkttng of Purally; Prouuced Non-
AgricultuLal aIc. CL " (onferrnce Paper No. 5), "A Ma:Wtion Perspective 
!or Vil/ac i a 't;" (C n er,:c. Paper :;(. 25) , a,d ": rketing 
Patteis for I.anrlract ure) kirmics ir Rural T'own; (CcWIereoce qper 1o. 35) 
These papers on tie .subject of raiketirq provide nl: ,rus insights into 
te marketing proc(e:;--, but draw no0 ctI ulone. 



2. 	 Farn Level ,q41rvey 

The project has pLcduced 10 papers that explor( various 

aspects of household income generation in rural areas, as follows: 

1. 	 An Economic Ana.ysis of the Irrigated Fan; iiousehcld Mdel in 

Khcn Kaen Province (Conference laper No. 11) 

2. 	 Distribution of Farm, Non-.orn Enterprises in Farm Households 

(Conference Paler No. 1G) 

3. 	 An Analysis of Household Labor Supply for Off-Faim Enterprises 

(Conference I'aper ':o. 16) 

4. 	 Rainfed Farm Household Modelling in Khon Kaen (Conference No. 25) 

5. 	 Results of Faim Household Modelling in Chiang Mai (Conference Io.26) 

Farm .odelli n in ci Lt Akcw:e rence Palir !. 31) 

7. 	 The Role of F",:;:, Nun-i ar:-. l. rrd f'-i a n-. inantec Work 


Household E::.loyment and n1rccr.c Con:ratLion an Irrigated and
 

Painfed I-ar: s, lan Kau :., !.aila:nd (Research Pnur :o. 7)
 

Fiarnig :Sc- LaLor 


Impravinr Ince:: and Lr1iloy-.rent on Painfed !thcnKaen
 

6. 	 Co Pa m and ,r; Lmplcyaent Y: portunities for 

iarr.,, 


(Research Paper No. 8)
 

c. 	 Ehloyent and lnc;:ne fro:i Fanr irg, 5rna, Lnterl rises and 

Off-Farm Work on Irraqated L Fainfed Farmii, San Faun, Thailand 

(Dissentation Ly Scmsak ir uhipom, ::icicgan State University, 1982) 

10. 	 Farm Iouzchcld !.CL:'. Levels, Sources anA i'attcrns in Selected 

Thai Villages (:ncuscri;t preui ed by Y. CRaa:won0 & P. Xeyer, 

July 30, 1982).
 



AItho*;h f*'vu of the Iaj er; are usscnIt ial ly vt iations on 

the same th:e Lr a [articuar ea (.cQ1. 1, , 7,d and 9) taken 

together they c unnLlLt c a iich runC. urav of mi rat0io:n aleut the dyna­

mics o: 3 ." :e :.& .JIJt'n !-lL.,0:.-:arin n1n-xa activities, 

and ab,,at tho :r, *:: re arern et.ee, thut ir run t inccrue sources. 

Ahe pam.atis ha'.u t.us :.<r Y!u1d. thU folluwn,! kiads at conclusins: 

- nca :,u :a:n u -axi,izud y corhining faim and non-farm 

enterri ses ; 

- there is rULm to increase household income through 

several CLMhination!; of improvements in farm, non-farm 

and oft-ftrv activity; 

- certain types of non-farm enterprises are more 

profitaLle than others;
 

- family labor responds to off-farm wages of j 25 - ; 50 

per day; 

- although capital is not a imniting resource for current 

household cluerations, it may be a constraint on their 

undertaking significant changes in farn and non-farm 

activitles;
 

- the heterogenerty of characteristics across households 

suggest no simole mechanism for increasing inccme, appro­

priate corlinations of farm and non-farm su:.ort mu:;t he designed 

around specific charcterlstics of specific tylpes of farms 

in specific areas;
 

- there is rom for I:,case( laho: ab,!orption (with accelp­

table returni vD >uLar) in farm enverprise, ncr,-far'.
 

enterirl'se and (-ff-fan work. 

In addition, there aie three papers which provide useful 

descriptive data aLeut selectud cWaracteristics q atnered during the 

village survey, the:e are: 

- Land Caaractcrlstiu:. and Tenure Arran: eints in selected Rural Areas 

of Tha:laNud (Ten, can:e Pai r ta. 1) 

- Village leh..i i, ::;tlonia ire: 'urvey P,#!sults (Conference Paper No.13) 

- Erployment and iideer1p loyrent (Conference No. 22) 



. ! . , i. . . • 

To the present time the project' has produced six papers
 
which focus directly on issues pertaining to rural finance and 
 these 
are described briefly below. 
The first is a study of formal lending
 
institutions. 
 The second, third and fourth, drawing from data
 

actual demand by farm households. The fifth is based on town surveys
 
of sampled firms. The last is a modelling execise for cement product
 

firms. 

Lender Behavior in Financing Rural Non-Farm Enterprises
 

(Conference Paper No. 2)
 

After reviewing key characteristics of formal lending
 
institutions in rural Thailand, the paper highlights iajor problem
 
areas. 
These include; the difficulty encountered by banks in
 
implementing government lending directives, the poor record of
 
abuses and arrears in farm credit schemes, the obstacles created 

by a low and inflexible interest rate ceiling, the effect of inadequate
rural transport and communication infrastructure on the marketing 
and supervision of loans, the need for close monitoring relationship

with clients, inadequacy of local bank staff,-and dependence on main 
offices. 
The report concludes that banks are interested in mobili­
zing local savings and deposits, and that capital availability in 
local areas, per se, is not a problem. The banks are not, however,
 
equipped to lend to small rural enterprises effectively. 
Local
 

savings are therefore not used for local development, but are
 
channelled back to Bangkok.
 

ia; "'W ,P4 r 



A Descriptive Analysis of Wealth, Income anjd Credit in Rural Thailand 
(Conference Paper fjo. 4) 

The faper ta es a finlacial ap1i1ai 
 ,1I
if farm hou 
al roach to determinehallUhave the abi lity to rer'y debts through linuidationof assets .
 Ti.t '..o tctais very W'eful inf 
 vatio which can assistlell-'.1j 41int1Ii 

t c credit worthiness of 1owerincome Clet ihe orf 1 r (:.riir.mcltil i 'L :rbtioniof ctrrent, 

tt; 
 tic)" 
 of uhoincorefarm n n from , "-, ,
iibution a o''' r.Jir.]. ehtsnit:rt 
 l ~,:,l to 
'-t.ien 
h; l borrowirng cycles; 

the ,:r s fe' c nclusions,. 
L.h desigrn of improved ruralcredit
sc";s
Credit ~ i~ n~ hen' suchif ar'! fcile'_,S u 'l
a cio,~.sr ap (:Ieed 1--'cessary.t aJr~ca5r 

Cash Flow Analysis of ,arm Households in orth and ::ortheast 'Thailand 
(Conference Popar ::o. 9)
 

!,(,r tac :of seven model fa is de elope dby the F P
 

project, 
*'*
thi 
 . vOde an anal"sis of cash mraragerent pacticesb'. 
 .dop. 
 ;in til e iy-desribed paper,the c,;rntc-.t I"_ 2Ca vreat u!;e 1 det'; el urail1
crdIt schemes.It al!;" 

' f -"f0: 
 cash incujro tofi ance 

isf 
 su t; 
 U' alternatives to


credit in 
i,,:i 

it :; This analysis is
beinvo 
 ta*er f 
 'y .u-an 5t 
 in d ,;mrtation in pre­

paration at 
Cr lo t 

Informal Crdit for laixw 
Husieholds in Chiang 1,ai (Conference Paper
 
No.23)
 

The pu-pse of 
thiis 1:aIler is 
to aialyze current 
u.es of
 

credit to deetrine hou uhold 
.refeencrs for craij 'ources irld toassess the 
rirt 
 fol ,al credl't expan, ,o,. j4 I t exa ,i: the extent
and diutrilhuti i o L a tha uae; and t (Ao Lorrowing.

recorr' ~1,11; It
 

t "; Le: 
 t cd to ubtar1u group leans for non­
farm ernt r]r I ! i,l- )!'es.
 



I'inancial S"tructure and It:'fcteption TIoward Constraints (Conferunce No.10) 

The :,lper 
uxiI.in. s the finan~cial charactiristics of firms
 

producing bricks, cenu 
t jr-tu*ts,pickled ritS and vegetables,
 

furntL I., -ti , ,i curd,, ,silkldl[:1, C IoL and 
w od I. V ,C*,' :, IlI ! t f'' 10:ore !,(r t 

and 1o'; t + ,''* Ut.ct iv:IiaLt , :: ., th~t ace 

.oL.......... fr V." ;-tu: ]o:,, the Cutrate of 

in'teru''t W 't' *e, tht i:'U 1O:w5o'2; :, AS:.iUted in 

Seasonal Creit Needs of Cemrent Product Firms in Rural Thailand 

(esearch Paper !o. 10) 

The puer prenents an attempt to model the cash flcM 
situaticn of cement product filmn, ani to relate this to short-term 

credit demand. +t reccrc',endu that an'dlendinq ent3abliwhment of 
ceilings s-oul: '- ua:ed cn the pr 1o0ma ct;); fklow of the film, te 
inc.ro stat.nMt, an tUO hala;,ce Oeet. '0:; Iuject is alo 

treated extrns;ivuiy in a discerta. fon wrlttur. h/ ;aroj Aunyngsu:lin 
'ijoe 'oe and i'rAiizl'.'ty of Short-termn Credit in Wl, Scale Cuuent 

and hcadVy-Made Gaur:.ent Fi:rms in '?hilnd", tir;,xqun State University, 

1982. 



4. Other OMutl) 

Beyona the work already identified, the project undertook
 
three additional anal,, s .
 Cne, an overview of public polic,, was 
"Government Policies, .ural IndUstur aisa tion & El:p oylnent" ('W*-orking 
Paper No. 31). ' 1h,aq'r re cu::rnd:; export proro tion, reduction in
 
exce;: 
iveproctic Linn tut import-:2ulstitutiun fini i;, uing finance as
 
an inceitive fo-
 fi ;:is to s*'ift to rural locations, and the st.1engthcin­

mny o' r1,1l <'l; '.'a l 

'ihe :, itut dn, 1 uart for ':mall Indo;trial 
Enteqrwie Lovulc, t in iailad" (Conference waior 32)No. and 
builduin qn (,1, in Working I,, or:; 29 and 30 identifies 
and briefI' d:., An a I i ,"ed I,:oqram for piu::.otion of small-scale 
am.d , l, Ol C)v o'.; "' . a~t ] nt I ,aA.'rk. The irojrst e;;e e -r,',.c ,:u o ,l't, fioe',/ Oortr ia di Vt-i o o',It, entre­

.reo''eut--r,s. aLIjlrxved coordinitin lout-.veen goverrznent 

agencies aoA !"t Y.........0 at the regioal levu, and betwen the 
region an' l ,;r.':k 

hih !"a been: devvl','ied further as a 
dissertiun i y Av;OaLA. ,:bunyqvas at lu-de l'niversity is contained 
in "An ~ran.i An];sis Lf Mloynt in 'noA , ('a s;ava and ;ugar Cane 
Productoi-:, o: I:,uu;q ini. Lrti;oa:st 'TL:il] id (Conference Paper No.12). 
The u:; o;; LLc.'- i stdy is to use yawrna ; :7:.:t a, frnm the farm 
modelling ex rs, ;cr ,d earlicer, to as;:;s the ipact on regional 
employment a'-d :inve of a new tonlogy, air dry kraf and of variations 

in the :,rice of crsava sugar cane. conciIt itos that at current prices 
air dry k qkenco: en, la nte mote wjc;,'y;:ent tMan alt.ernatives. 



ANNE~X 4 

Utilization of ROFEAP Data
 

According to the Project Paper, the conditions indicating that
the project purpose has,-p o boon achieved~ ct form utlat .in.......... willbe policyr-:..~~~~~~~ .. .. ........ .. a
.......-
- ns -y t e .Progra and -........RTG, USAIO and other donor age e 
s which. ..
cannot be answered at present. 
Some of ROFEAP's output has, however,
 

already been put to constructive use, as follows:,
 

1. World Bank
 

In a preface of the March, 1982 drpft of a report on rural
development, "Agricultural and Non-Agricultural Growth &
Development in Rural Thailand," 
 the following acknowledgement

is made
 

"The study team relied heavily on insights gained

University withand reports written by a joint study of Kasetsart
MSU and OSU funded by USAID, and 
led by Dr.Tongroj Onchan, on the Rural Off-farm

Assessment Employment Assessment Project. 
Indeed
it was in participating at a conference organized
 
by them at Kasetsart University that many of the
hypotheses underlying this report were formed."
 

ROFEAP 
data has been used to estimate liquidity among farm
households'in an in-house report on farm credit prepared bythe Bank's Thailand Office. 
- Institutional.and progran data from ROFEA~P has been used by 

a June, 1982 mission examining issues of sectoral finance.
 

2. UNIDO
 

- Institutional and program data from ROFEAP has been used in 

preparation of a Febuary, 1982 report entif-led; "EconomicTake-off for Thailand's Northeast : A Pro-,.amme for Rapid
Industrial Expansion (Draft)"
 

3. International Labor Office 
(ILO)
 

Farm survey data has been incorporated into a chapter of a
published book, "Labor Absorption in Rice-Based Agriculture,"
published in May 1982 by the Asia Regional Team for Employment
Promotion (ARTEP), under ILO's Asian Enployment Progranme. 
4. 
Appropriate Technology International, Inc. 
(ATI)
 

Institutional and program data has been solicited by ATI,

for purposes which are not yet evident.
 



IUG 

- The NESIMt is in the process of developing a rural incustriali­
zation planning projoct. This action was in part influenced 
by presentations of ILOEAP data at conterences and workshops. 
'Iwo v.0oH-AP le!x.rchers, currently on the faculty of Kasut.;art 
Univers ity, are We~nnactivuly considered for participation in 
the project .
 

The final .CT:AF workshup, scheduled for Septerber 18-19, 1982, 
in Pattaya, and which i:i have over 40 top -luvel r'rC; and donor 
agency repreuntative,; in attendance, should serve to eoxpand awareness 
of the nature and uses of the data and analyses which have been produced
 
up to that time.
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So
________d vi ulRobertwialligan - , .or,. °o° 

asector 

o oo , , , . 
USAID 

Bangkok, ThailandDear Bob,
 

With reference to your request Of yesterday for. namesavailable inldividuals who of locally­may be able .to assist in the preparationdocument 'which.can serve to disseminate of a 
Dr. Narongchai Akrasanee and 

ROF1E.P output to a wider public,I-have arrived at the following: 

1. Dr. Jamlong Atikul, National Institute of Development

Administration 

regional economics 
2. Dr. Pradit Charsombut, Kasetsart University,
• ag ricultural economics (participated in ROEP 

3. Dr. Sonsak Tambunlertchai, Thammasat University'" industrial ecnoic (atcipated in 198 
reviw ofROFEAP)
 

4. Dr. Jacques Amyot, Chulalongkorn University Social Research
Center ', '' , , : < 

- institutions and programs (consultant to ROFEAP) 
5. Dr. Tongroj Onchan, Kasetsart University 

rural finance (director of ROFEAP) 

Each of the foregoing individuals
in one or more aspects of 

has particular capabilities
might not be able tL. 

ROFEAP Sprimary components.do justice to the whole Any one, howeverproject effort." Within theconfinesit reeraof a 3 to 4 man-onth levelof effort,th work
e . , a team AID my therefore fundcomposed of these individuals. 
- Usefu s,uro throughtheuseful purpose Industrial Managementof putting together such a Co. ,Ltd. could serve theteam, Preparing terms ofrefeenei/ for the under , mtheediting and h s own contribut ons, work, and assuring, throughthat e ....is p-

Srstood by and useful to a wide professional 

'41m7 t- Floor IFCT Duldlng 1770 fle. 
i..* ll-l .. .i pa.PalchbvtI MG p offeud, 'DAnoo s io10 Telpheni 2517101-90 t,30.34 
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As a preleir~inary suggestion, I can proposo tile following general
outline 

a.	 Introduction and purpose of the report-scope 

b. 	Rural Income and Employment in Thailand 

-
 distribution of agricultural and non-agricultural sources
 
and their expansion 

- relationship between agricultural and non-agricultural 
activities 

-
 future trends and implications
 
- role of ROFEAP within this broad context 

c. 	Village Industry
 

- overview of manufacturing by farm households 
- comparison of Phase I RMFEAP results with RTG data sources 
- operational characteristics of manufacturing from Phase II 

results, including*
 
- relationship of household manufacturing, agriculture and 

off-farm work 
- issues of importance for policy, programs and projects 

d. 	 Town Industry 

- overview of town-based economic activities, and of manu­
facturing in particular 

- comparison, of Phase I results with RTG sourcesdata 
- operational characteristics of manufacturing in 14 selected 

enterprise typosl including -inputs, labor, finance, tech­
nological process,,sales and marketing

relationship of town industry to farm household agricultural
and 	non-agricultural activities, and to regional consumption
 
and 	demand
 

- issues of importance for policy, programs and projects 

e. 	Government Policy
 

- overview of current' status and trends in RTG policy and 
donor support with regard to regional development, rural 
employment and income generation, in agricultural and 
non-agricultural activities
 

- characteristics and operation of key RTG 	 and private in­
stitutions actually or potentially relevant to expansion

of rural employment and income, including focus on rural 
financial institutions
 

• 	inputs, labor, finance, technological processes, seasonality, sales
 
and marketing
 



f. i. K 

th rural economy as an integrated system of agricultural';i; 
no -	 ll lev e l s , f rom th e: : a ag ni c u ~ l ura a c ti l t e s~ tia - - i 

th.e:rura economy as part of anational (and world) eo~nomic
 

-advantages of distributing benefits of growth to wider range.... 
of economic activities, wider scales of activity, wider " 
space of country and wider population 

-implications of findings for selected policy, program and. 
~project issues
 

g. Annexes
 

1.Complete listing of data on file gathered in Phase I and 

Phase IT 

2. List an description of 7 basic from models and their 

various uses for analysis t.th.tw 
3. List of reports prepared by ROFEAPo
 
4. cmalystical services which can be provided by ROFEAP
 

consultants at Kasetsart University, for policy, program
 
and project purposes
 

I should emphasize that most of the foregoing subject matters
 

can be prepared with material already produced by ROFEAP, and from 
secondary information sources produced locally by the RTG, universities
and donor agencies (IRD,UNIDO, ILO, IDRC, ADS, etca). The report
should be no more that about 200 pages long, and published in both Thai 
English. The audience to which it is addressed should be understood as
consistig of technical professionhls in the areas of economics, planning,
 
agriculture, finance, administration, sociology, anthropology, social
 

work, etc., as well as mild-level and senior RTG and donor agency officials.
The language of te report should therefore be clear and simple.
 
oistiemng ofrrtechnicat rfsinl.nteaeaI would thinthat publication of 500 copiesfeoois lnigin each language 

shouldd Tea a unetsstar wProvisionist.should be made for subsequent printings
 

I trust that you find the foregoing satisfactory. 

Cordially, 

Simon M. Fass. - ­
liumphrey Institute of Public.Affairs 
909 Social Science Bldg.
 
University of Minnesota
 
Minneapolis MN. 55455
 

cc. 	 Pobert Resseque
 
Cliff barton
 
Narongchai A*rasanee
 

. . 
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Guidc'linvn for ic-n q In tcrn iOwn for 

i ncluf; ion in Survey's 

one of Lhe iajor cha 1rnjus in Irak:x-riented resealrch 

is the :;electjon of enLurl rise lu; i e cmve Ly smva 1:o.n a :r, 

practice there is uualy little riur i:.fn~it;l A-u emeritrise 

charaoter iS~ Wtc;~hich Can aSib AhU ;rL~~ tnj oni I in r ural 

se rvi ces of ;e il-c :-. ur iu:xL :i .1 on";i,;u. i noecsvaq.v 

j~q~~SLnl it;-at IJwat. for p~1 : no; of 111;. Wo'crk. 

So~ze of. LhivX Yii " !,a L wr~,i .tten CV I y/ to 0ri D.ank in 

conneOctionf WI 1 LIhe L. M'S of YQer in cAi III.n .nnx7 

The ma:teriail, v'hic, Ii 1j~cs, WuL nA vicarly an.:~.r ;.ciy of the 

issues which ni:ght ike encountcri iii the field, it doe:;, however, 

sugges wa~ys of tnirnkir,,3 througjh the. icelectiur. roCcunj. 



IModol Termsu of Ileferenco for Identificeition of rnterprise
 

Support Programs and Projects
 

In March 1982 the World Bank developed model terms of 
reference to guide consultants in urban baseline surveys that
 
would yield program and project outputs. These terms of reference, 
together with supporting attachments, are provided here to suggest 
on alternative method of designing rural non-farn enterprise 
research. The content may not be entirely appropriate, nor 
sufficiently comprehensive to answer many questionswhich USAID 
might wish to ask. The material does, however, suggest an approach 
which puts visions of possible and feasible program/project actions 

first, and then works backwards to design a research program that 
examines whether or not such actionsare relevant, and'if so, that 
indicates how to proceed. The attachments also discuss some of 
the advantages and disadvantages of this kind of approach in 
comparison with statistically-oriented and general data generation­

oriented research methods. 

O ­
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Critical Questions for Entorpriso Research
 

The rural non-farmn enterprise component of RIOFEAP was in part

constrained by thle absence of a staff member or consultant with a
 
.ackground in industrial operations/economics analysis.. Although the
 
researchers learned a great deal in the survey process, their work
 
would have been considerably assisted had they sought out some additional
 
published material about industry operations. 
This would have helped in
 
the formulation of research questions, both the quantititive ones and the
 

qualitative ones. 
 At the very least such reading would have highlighted
the complexity and heterogeneity of the manufacturing sector. 
 The
 
following material, extracted from "Agroindustrial Project Analysis" by
 
James Austin (Johns Hopkins University Press), provides a lengthy list
 
of questions asked in industrial project appraisal. Many of these
 
questions are also critical in basic sectoral research at the enterprise
 
level. 
 The answers to such questions, aggregated across a survey
 
sample, yield more concrete findings of relevance to policy, programs
 
and projects.
 



cPo1jounn111ncen tive:} ft. Promo tingj Enterprise 

Anotedand Project-orientedin the textresearch should be based on 

of poseihle of this evaluationreotPliypoga 

of the-rangebased ..--....onea vision of thinvariably..... . . .ia danger nt erv e nof research Wi tho utproviding s u c h v i s i onanswers t her e i sto questionsare largely irrelevant, whichor Providing few answers to essentialVision, however, is not general. questions

It is specific to the country
the research is to take place, in whichand is designed aroundichc onstrain ac the circumstances.
 ion toas
asthe characteristics
be Studied. For such of the economy tovision to be created, research designers shouldcharacteristics 


carefully examine
before defining the scope# purpose and methods of a 


-research project. 
available information 
 about theseIf designers circumstancesdo this, they and :are likely to generate more . i! 

useful output than if they do not. They are also likelysignificant contributions to make
 
to knowledge rather than discover,
the case 
 as has been
in the non-farm enterprise component of ROFEAP, what is already
 

commonly known.
 

The following material, extracted from a recent World Bank report
on l rse e 
 sopes 
n t alaysia, outlines policies and incentives for
enterprisedevelopmentwhich 

by now have become standard proposalsIf nothing else, /this kind offurther research. material defines the starting point for
 

something tangible 

It contains the vision needed to give research staff
to work towards. 
 in 1982, it is insufficient for

research to conclude, for example, that "subcontracting
encouraged". 
 should be
Today this is the point of departure. Research should
address the issues of why, how, where, when, and by whom subcontracting

should or can be promoted.
 

/ 
Mla siat Development Issues and Prospects of Small Enter.
Vol. 
2: TheM 0i,g
ain Rot. 
IDRD, June 25, 
1982.
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Annex 10 

Tile Currnt Situation of Rural Employment 

Given the relatively recent surge of interest in rural employment 
- gcannncore- in information abou tconstrain --andgeneration Thailand, 


opportunities in the subject area is not extensive. 
 The most interesting

re'search in recent years has been produced by the International Labor
 
Office through the Asian Employment Programe's Asian Regional Team for
 
Employment Promotion (ARTEP). The following extracts on labor absorp-.
tion (taken from "Labor Absorption in Rice-Based Agriculture" : Case
 
Studies from Southeast Asia, "ILO, 1982) and labor intensive manufac­
turing (taken from "The Development of Labor Intensive Industry in
 
ASEAN Countries", ILO, 19b1) respectively do good jobs in
 
defining the nature of the rural employment problem and in describing
the sectoral constraints and opportunities which small-scale manufac­
turing presents in addressing the problem.
 

The World Bank has recently completed a draft report on agricul­
tural and non-agricultural growth in rural Thailand (see Annex 4), and 
is working on another study of rural poverty. The former is a very

general national study which contains an analysis of rqral non-farm 
activities and agricultural development, an assessment'of the impact of 
agriculture and natural resources on rural non-farm activities, an
 
examination of rural and metropolitan consumer demand, policy analysis,
 
etc. The only tangible conclusion the current draft arrives at is that
 
RTG policies work at cross-purposes. Information on the poverty study
 
could not be obtained.
 

In any case, the evidence from these and other reports reviewed 
all suggest that a major effort is required to promote, or at least to 
try to promote non-agricultural employment opportunities, especially
outside Bangkok and the Central region. Thailand seems to be heading

towards a major labor absorption crunch during the next decade which,
if not addressed properly, may involve serious socio-economic and po­
litical repercussions.
 

Inthe immediate, however, all the appropriate policy statements
 
and plans can have little effect because the institutions necessary to
 
implement them, both the public ones and the private ones, are extremely

weak in human resource terms, and in some cases in financial terms. 
Even if all necessary national policy changes were made into law
 
immediately, actual response would be slow because the institutions have
 
had no prior experience in working under a modified policy framework.
 
Also, given the political basis of current policy,in some casop one 
should not expect any change (e.g. banks collaborate on colloctivn 
financial policy), T-us in the short-term, besides efforts required to 
redirect RTG policy in more appropriate directions, a fundamental
 
challenge will be assistance to various institutions that can make a
 

/ ' / I 



major impact on rural employment. In addition to the commercial
 
banks and the Ministry of Agriculture and Cooperatives, key insti­
tutions include the Board of Investment, the Industrial Finance
 
Corporation of Thailand, the Dept. of Industrial Promotion and its
 
industrial Service Institute and, at the ultimate village level,-the
 

_____ __ oy uniey Dove lnpment Depotment!! Thse.are op.ra9na. , i h 
if they are to be instrumental in shaping the 'form of labor absorption . 

in the future, must be helped along this direction now.
 

This is hardly the place to suggest all the things that ought to 
be done, but basically USAID can be instrumental in shifting RTG 
agency attention towards promotion of investments (of all shapes and 
sizes) which, subject to the constraint of self-standing viability, 
yields maximum levels of productive employment and director indirect 
income expansion. The recorrendations put forward in the text regarding 
USAID projects have been developed within this framework. 

i
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