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Part Il

FUTUKE PROJECT DEVELOPMENT POTENTIAL

Research and analysis urdertaken Auring the past few years by the
RTG and interested donor agencies, like L Worll Bank and the Interna-
tional Labor Office, all scern to arriv: ar the siue conclusion: sooncr
or later, depending on the particular area and iLts possibilities ayricul-
ture will no lencer be able to provide increasing income generation
opportunities Lo an expanding naticnal labor force. They suggest that
before the situvation tecoie critical, it would be wice to actively promote
non-agricultural sectors in a way which maximizes erployment potential
across the country; while at the sarme time working towards further

developrent in agriculture (ianes 10) .

in secteral development priorities, a part of the
industria uring process, has taken hold in the policy planning
areas of

agencies

ard is now being actively supported by such donor

o

A4 Bank, WNDP, UN1LO, and kilateral assistance from
Gerrany, Australia and Sapan-to name a few. In fact, there is sorething
of a . y taring place at present.

In any the PGS in puklic statements, and o some extent in
Lhat 1t ig new cemmitted to the poliey of wmore com-
preiensive n;pronchos te rural development in order to expand employment
and inc rural areas,  industrial expancion is an inportant strategy
of thls tcy.  This has been stated explicitly in

the Fif C and focial pevelojs.ent Plan which covers the
period lw8¢~lwtu. At present the Industrial Restructuring Conmittee,
appointed to co-crdinate the irplerentation of the irdustrial developrent
plan, Las been in the process of designing a work program for the imple-
menticn of rural jndustria]ir tion policy, It is cxpected that the Fifth
Plan will sce the beginning of a4 long term movement towards the promotion
of industries out:'dé an Fangror Metropolitan Area. The commitment to
this strate i a refllecticon of the vovernment's realization that rural
industrialivation, particularly in small scale industries, is an effective
means to provice caployment and income to the rural poor.

action, indic

,4

¢

’

“he qguestion of whether USAID should become more actively involved
in assisting the RIG in this new approach to erployment and income expan-
sien ig not answered easily, There is yet nuch o do in agriculture, health
and education; and it mey weil be that other donor agencies have greater
with respect to rural enterprice developnent than does USAID.

The Ayency can, Lowever, intcgrate inte its' curvent and planned portfolio
of activity a nunber of corponents which directly or indirectly support
current RUG policy directl

o
on
Chi

The follo -
findings of Pk
V

fyg five pregran possibilities, which integrate the
b, amone other sources of information, suqggest the
things that USALIY might wisch to consider for implementation in a near
term.  The first threo are essentially component addition to current
projects. fThe other two constitute new project ideas
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(3) FRevioew and Discuss USAID Private Sector and other
projects with a view toward how non/ofy form

activities might relatod to them,

(4) Visit 1 or 2 up-country areas to review provincial
non/off farm sector activities and relationships

with baggrok.

(5) gpend 5 working days in the U.5. with USA and AID/W
personnel who are {crmular with the project, prior to

departure ror Thailand,

(6) Puarticipate in final project workshop to be held at

the end of the evaluation period.
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Irivale Sector (Fhion L)
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Peckacvo Chakankengkaj, Charoen Plastic Co.
Wanit Dejanubaksa, Dejapanij Fish Net Co.,
Somchal Lertburapha, Lablae Canned Foods Co.

Bancha rManeccechotesrul, Siam Farnyont Co. (agricultural machinery
& vehicles)

Somkiat faladejujenkun, Mahara) krick Co.
Mr. Preccha, Industrial Finance Corporation of 7Thailand (IFCT)

Pin Somjaiwongse, FCT

Other Donor ngencies

o Fateh Chaudhri, World Bank

o RKamm-:ricson, UlIco

o Yumiko €aito, UNILG

O Kenncth Sigrist, world Bank

Others

o Jamlong Atikul, NLational Institute of Development Administration
0 Chira Hongladarom, Thammasat University
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Suminary of ROFPAR Outpuat

1. Rural Hon-farm Enterprisce (i.e. Town Enterprises)

The project focussed attention on 14 types of manufacturing
activities: ready-rade garments silk weaving, cotton weaving, bamboo
productls, mats, metael hand tools, soybean curds, noodles, fruit and
vegetab:le pickling, cement products, bricks, pottery, furniture, and
wocd carving. Information on cotton weaving, bamboo producis, pottery
mats and tools was chrained from the village survey of farm housecholds,
Information on the vther activities was obtained from the town survey
COVEring a sumple of 140 tirns.  The data provides considerable
infornation on empluyrent, production, sales, entrepreneur characteristics,

rarketing, productlon cests, characteristics of the labor force, and finance.

he overall conclusions cegarding the growth of income and cmployment

arong rural small producers, as described in "Rural Industries in Thailand:

Some Characteristi and Growtnh Potentials", (May 14, 1982) prepared by

’
T. Onchan, P. Charsorbut and 1, “ead, are:

1. These is neced for rationalisation of current government
policy regarding the supply of wood and cement.

2. More vifective proyrams are required to promete village

sericulture.

3. A better information network is required to convey
questions to rescarch centers and answers to producers,

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

5. The flew of fixed capital to new rirms should be inareased.

6. DlNew preduct developient work at exlsting rescarch centers
necds to be strengthenced, and dessemination of findings
should be inproved.

7. Businegsren chould through education be convinced of the
desirability of investment in product developnent.

8. Contracts Letween producers and cemmercial firms should be
encouraged Lo inprove marketing links.

9. Training to upyrade skills of best existing workers should

be undertaken.

)



These conclutiions and recommendations summarize key findings
contained in cach of the 14 industry studies. 7The key findings for

cach industry to date are indicated in the following,

Ready Made Garments (Conference Paper Lo, 7)

Demand is the crucial constraint to expansicn of ocutput and
cemployment ﬁmong sarple firms. Cther, less serious difficulties
include product design, dyeing quality, shortage of unskilled labor during
the wet season, ucarcity of skilled labor and worring capital finance.
The firms are lobor intensive, production is adapted to scasonal variations
in labor supply, initial capital investment for entry is low, production
skills are easily acgulred, and cutput demand appears promising,  For
these reasons the government should consider the following potentially
helpful interventions: provision of technical agsistance, cultivation
of certaln types of co-upuratives, expansicn of formal credit facilities,

and proroticn of guerment exports,

Silk weuaving (conference Paper No. 17)

This industry is very labor intensive and is characterized by
high rates of self-employment and subcontracting arrangements which
generate substantialreturns to lakor for higher quality products. At
present domestic productior is insufficient to meet dermand, and the
major constraint on demestic production is a shortage in the supply of
raw material.  Other, less irportant problens include dyeliny technology,
pattern desigin, and labor shortages in the wet seascn.  The policy and
program actions which ray bhe helpful in thas context include: promotion
of sericulture, irrovencent of skills in dyelng ana desigrn, precmotion of
export narkets, porosotion of subcontracting arrvangements, prosotion of
filature factories, roescarch and development on apprepriate weaving
machines, and wodification of minlmun wage and cxcise tax policy to

maximize enployrent and income.



Cotlon Weaving (confuercnce Paper o, 19)

The industry is characteri

d by tfemale labor intensity and
seasonal variations an labor supply.  Eoployeent 1s maximized through
subcontracting arrancesents,  Keturns to labor range trem B8 to ¥ 37

per day, and transla

inte tamily dncume generation of between ¥ 300 and
B B850 per month.  reocnronaations in oregard to this industry anclude:

cncourasunent of ia

ciness and parzeting leadership, lmprovement in rural
roads, Introducticn of docisg, skill development, formation of co-cperatives

and povision of credit,

tamboo Products (Conference Paper lo. 20)

The market for barkoo products is at present relativel limited
1

because the types and guality of current output 1s suitable only for local

1
censurption.,  Lxpansion of enplovrent and inceme in the industry will

requlre Governsont

atnlistance In cononatation of new dnd inproved product

lines, training

v

VonRLLls regquired Lo encage Gnonew production,

introducticn c?f

ail-ncale teshnologles, promoticn of products to

expand markets, o cevelopnent of leadership and creative skills among

prodfucers,  Acticns to encourage bakoo planting to provide a sustained

vield of waterial are also reg

ired, althouch finance is not now a

constralnt on production, it would be a constraint on upyrading

technolog
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ats (Conference Paper Ho, 2g)

Preduction of nmats generally provides low returns to labor,
about ¥ 6 per day, although higher quality output can generate up to
¥ 50 per day. The low returns do not cncourage cultivation er szeds,

and the resulting shortage of raw reterial acts to mamntain low
Xl A

productivity. Thercifore twed production should be cncouraged and high

qualivy wat

siiould be premoted,

detal ifand teols (Feccarch Paper o, 12)

Felatively low returns to labor in some arcas are a function
of the availability of steel and charcoal, and technologies in current
Use.  EIfarts Lo inprove output and income will reguire introduction

of Letter cuulpnent and rachinery, reroval of input constraints, and

provision of credit to finance the shift in technology.

JoyLean Curds (Counterence Paper No. 29)
Curd producticn 1s highly competitive and tied to local demand.
Although returns to labor are relatively good (from ¥ 5 to ¥ 10 per hour),

progpects for expansion of enployment in the future are not encouraging ,

Loodies (Conference iajer Ho. 33)

Major problens In the industry are lalor turnover, €xcess

tachine capaciey

fluctuaticns in input (broren rice) prices. Current
trends indicate o Shift in production from hand to rachine processing,

and frow srmaller o larger preducers. As a result sraller rural

Prodoters are wwitohing froe ranufacture to eting of nocdles,
Lapansicn of ennloyrent will thus depend on dncreases in the aggregate

dermand for output, e governrent rmight wish to explore the export

petential of dried noodles in this reqgard.

A0
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Frult and Vegeral e Mrekling (ionearon Paper to, o)

The principal Proeblens foced by g ndustry aye product Spotlage

and raw material price tluctuations Avcarpanied bLyocaa, Clow censtralnts,

Expansion of exployment andg nceme will Gepend o SRCIeases 1a demand for

pickled ag well as canned fruity

setabilen, g CUrroent situation

requires an amalysis o loean alel GXport rogiey Potentall, Geveloproent

of 1) roved techneio o iy bartseaiar woioge - Lo CioVinegar),

identiflcatlgh O g Cubutitoate I

Sacchar,, provision of satdelines

for the use o Safe plastyc Centainers, provigion LU Laliagonernt training
for high-sciooul dGed youth ap Flerling housclinlld;, ana ratliovnallisaticn

ol governoent I'L“,'iilutluhfj .

Cerment vroducts (horklng Pajer Ho., 32)

Lrpansion of erployment will depend on lncreases in demand for
Specific cement Proaucts. in thig regard production of lamp poles has
Ol1Gh Lotentyal N oterrs o GUVertient progrags for rueel elcctr;fication.
Similarly, increases in

and for housing CORporents and relate

3
5

3

“eotEpand producticn of floor slabg, drainage

-
o
Ared
=]
&
[g]
[

Tent Llocks, etc,

krichks (Cenference Paper to, 27)

Larger und rore capital intensive fires are more Productive angd
A produce g wider range of ocutputs than spaller firns, 7o irprove the
SeRpetitive pogiegen of sraller producers, actiong in the areas of clay
Preparataer,, forring and drying of Lricks, ang firing and removal of

Lricks Trom kilng nay Le helpful,



Furniture (Conference Papor Ho. 14)

While dncreases in vural d.cemes are likely to yield increasing

demand for furniture, swall producers in rural arcas are unlikely to benetfit
1f present trends continue.  Banghok manufacturers have a comprrative
production cost advantuge related te their larger scale, greater capital
mtensity and proxinity to naterial supplics (1.e, plywoud and veneer).

Smaller rural producers, 10 not torced ont of 1ie marketl, will toend to

Wil
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G
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o
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CHDales of BangrRek-made furniture.  She decentralisation

c
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rohasing, however, may still serve to shelter swall rural

tolicies and programs for this industry should serve the purpos
ol providing a cupporiive environment for rural producers.  In this
CORLCHRL actions in the area of raw material sypolies wicht include:

logging controls Lo assure o nore stable woed surply, roduction of

interreyional jrice disparities for weod, decentralisatlion incuentvives for

dywood and venoer paants, and wood priclng policy to cncourage substitution
(e.g. ratian, para-rubler wood, metal, plastic, ete.). With reopect to

tias last, actions 1n the ar ol tralning, materials procurvment and

invesurent credit ray Lelp roduce the costs of the transition  from

traditicrnal to newer materials use.

Fr.o Jawes Boomgard at Michigan State University is completing
a dissertation on the subject of changwat-level funiture industry
rarketing, and adiitional insights and implications will be forthcoming

from thig work,

vicod Carving (wWerking Paper lo. 33)

This 15 a relatively high return industry with significant
income and crployrent irpacts.  The major constraint is the availability
of teak wood, und guvernrent policy with regard to ranugerent of teak
reserves should be recensidercd in the light of potentia. and actual
impact upoun villager incores, L tax on carvod vapwrts, for exanple,
would Le supericor to the continued ineffectivencss of prohibitions on

forest exploltation., torration of wood carver co~cperatives for procurement

and marketing would olso constitute a helpful step,
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Pottery (Contfercence Paper HNo, 21)

The current status of this industry iy not promising,  Returng
to family labor are low and demand 15 limited for current nroauct lines,
lmproverents would reguire identitication of quality clay depositsg,

upgrading of types and quality of vutput, isprovenents ip production

technology, and creation of rrocurenent/narneling cu-opuratives,
1t 3 I

In aadition to the individual industry analyses, six other papers

vere preparved which analyze characteristies Acress the

55

sample.  One is
"Profitability and Efficicney™ (Conterence vraper ho. v}, It estinmates
4 1

the rate of return per hour of labor for each rajor praduct output of

vach type of f1ir:, preficebility, returns to capital, and cupital-labor

rallos. ihe Conainugion, 2% that certaln cenent pred

sweetene §onandgo,

pricaled carlre, tableg, Gesks, chalrs, cup Loards and ready-nade Garrents

re worthy of preroticn,

The sccond paper ig “Hntrepreneursicg and the Perturnance of

U lunference Paper No, 8).  Ghe praber arrives at no

2 e 5

won=farnm Fi,

cenclusions,  Hewewer, o subject is belng pursued by Preeyanuch Apibunvopas
)

in dissertation work at Furdue Uniiversity,
The third paper ig "oubcontracting in Kural hHreas of Thailand®

]
(Conference rajer o, 3, and revised as Kesecarch raper Ne. 5), which

EAR

recomnends that Lusinesssen  be made aware of the advantages of the

subcontractang syoter

oand that the Governcent re-evaluate Laxation policy

and regulation of housenold producers

G

The rerianing papers are "Marreting of ruralliy Prouuced ton-

Agricultural products” (Cenfercence Paper Ho, 5),

darreting Ferspective
tor Village Farm broduces” (Confercnce Paper No. 19), and "Marketing

Patterns for Banutacturing Firs in Pural Towns (Cenference Faper o, 35).
These papers on the subject of marketlng provide nuscrous 1nsights into

tho marketing process, but draw no conclusions,



2.

Fam Level Surveys

The project hag produced 10 papers that explorC variocus

aspects of houschold income genoration in rural areas, os follows:

10,

An Economic Analysis of the lrrigated Fam Bouscheld Model in

Khen Kaen Province (Contference lPaper No. 11)

Distribution of Farmm, lion-Form Enterprises in Farm Households

(Conference paper lNo. 16)

An Analysis of Household Labor Supply for Off-Farm Enterprises

(Conference laper lNo. 18)
Rainfed  rarm Household Modelling in Khon Kaen (Conference MNo. 25)

Results of Farmm ilouschold Modelling in Chiang Mai (Conference 1io.26)

Farm Modellirng in PFol Et

vierence Paper Lo, 31)

The kole of '

Lon-Fawn Enterprises and cif-damn Work in

Houschold Eirgloy

Tent and inceme Ceneration an lrrigated and
Rainted Faris, ¥hon Faen, iaalland (Rescarch raper lo. 7)

Combining Farm and len-farm Lakor Dmpleysent ¢pportunities for

3 FE

Improving Incer: and Erployment on Painfed Farws, rRhicn Faen

(Fesearch baper lo. 4)

Enployrent and Income fron Fanning, hon-Farin bnterprises ancd
Gff-Farm Worx con Irrzcated & Painfed Farws, rhon Faen, Thailand

(Dissentation Ly temsar friebpronm, ichigan State University, 1982)

Farm Household Incume Levele, Sources and patterns in Selected

Thal Villages (Manuscript preg:

& R’ levyer,

July 30, 1982).



Although five of the papers are essentially variations on
the same theme tor a particular areca (o.e. 1,4,7,8 and Y) taren
together they conttitute o rich ressurse of aintormation akout the dyna-

mics o!f Jncone production fromo ftarm, non-famn nd orf-ram activities,

and about the nterreilationtnips between different incore sources.

The papers have thus for yielded the tollowing kinds ol conclusions:

= Incuie van Lo mexinized by corbining famm and ron-famm

Cnlorprices;

- there :s roum to increase household income through
several combinations of improvements in farm, non-farm

and off-farr activity;

- ceruain types of non-farm enterprises are more

profitable than others;

- family lakor responds to off-farm wages of ¥ 25 - ¥ 50

per day; .

- although capital is not a limiting rescurce for current
household cperations, it may be a constraint on their
undertaking significant changes in farm and non-farm

activities;

- the leterceeneicy of characteristics across households
suggest no uinple mechanism for increasing income, appro-
priate cormbinations of farm and rnon-farm supnort must be designed
around speciiic character:istics of specific uwypes of farms

in specific arcas;

= there is rocm for increased labor dabsorption (with accep-
table returns 4o labor) in farm enterprice, nea-farm

enteryrise and off-fann worr,

In addition, there are three papers which provide useful
descriptive data about selected claracteristics gathered during the

are;

village survey, tie

- Land Characteristios and Tenure Arran: ts in Selected Rwal Areas

of Thailand (Centerence vaper o, 1)
= Village ileadvan Cuestionnaire: Survey kesults (Conference Paper NHo.l13)

- Employment and Uadererployrment (Contference lio. 22)






A Descriptive Analysis

(Conference Paper No, 4)

The paper takes
1f farm houcehol

of assets The wors contains vepy

J

lending institge

UG In o assess

income clients,  Ghe Information in

interrediate and fiwed COSeUG;

farm and non-tarn sedrcees; dicuribus
insticution.,l shdnen-inctitutional
PUNpontes or porsowing, SLC. Altiouy
the data it containg can te very hel
credic Schenes, 1f ang when such osoh
Cash Flow Analysis of Fam

<

of Wealth, Incomo and Cre

a financial appraisal
Jd5 have the ability to rep
useful informmation wihich can as
1ng the credit worth
luis distribution of et

conposition of

100
ien
ot
Piu

cna

Hiouseholds in

oA

dit in Rural Thailand

apr-roach to determjne
4y debts through liguidation

t

5518
iness of lower
xrent,
vusehold 1ncore from

ot outntanding debtg

to

dern; oannueal borrowing cycles;

e opaper draws few conclusions,.

1 in the design of improved rural
Soare deemed fiecessary.,

Lorth and Northeast Thailang

(Conference Paper o, 9)

For cach of seven model farms developed by the ROFEADP
project, thig Pagwr provides an analvsis of cash management pactices
adeopted by Sanp led households,  as in the I'reviously-deccriped paper,
the content can e o great use in design of rural credit schemes,

It also nihlives e woe of non-fann and oli-farn cash income to
finance Zam Chlerprises, and is thusg “Ujjestive of alternatives to
credit in PALLeaning anvestment in form activities,  This analysis is
being taren furiier by dddelaica Alibusan in o digsertation in pre-
paration at (hio State University,

Informal Credit for Famm Households

H0.23)

The purpos
credit to determine
assess the

.

meryts

and distribution

ol debt and the
recormends that Yarmers be poercatted

farm enterprise Farposes,

of this paper is to ana
household preferencos
formal credit CALANS LGN,

uses and terns

to

in Chiang Mai (Conference Paper

Tores

LYSC current uses of

for credit scurces and to

I'Y examines the

extent
of borrewing, 1t

vbtiaan group loans for non-



Financial Structure and Perception Toward Constraints (Conferunce No, 10)

The paper exauines the Cinancial characteristics of firms
producing bricks, cewment jrodusts, pickled fruits and vegetables,

furniture, ready-pade Garments, bean curds, neodles, silk cloth and

wood carvings, vz

Panks chould provide rore chort
and leng-term credit and restiict coverdraft avceunts, that grace

Leriods should be perrdtted for

interest not Lo subnidived, and that b

SUsIinesses e oassisted in

inproving thelr record-keepang practices,

Seasonal Credit Heeds of Cerent Product Firms in Rural Thailand

(kesearch paper No. 10)

The parer precents an attempt to model the cash flow
situaticn of cement product fi:ms, and to relate this to short-term
credit demand, Lt recamaends that lerding ard establisrment of

ceilings should Le Lased en the pro torma cash {low of the fimm, tha

incorne stater

ent, arn salance sheet. fhis subject 18 aluo

treated extensively 1n a discerta’..on written by Sarci aungsurmalin

"lhe Use and vroductivity of Short-termm Credit in Sirall Ccale Cerent
and keady-Made Garient Fiims in Thairland”, Miciagan State University,

1482,



4. Other output

Beyona the work already iden*ified, the project undertook

three additional analy s, Cne, an overview of public policy, was

"Government I'olicies, fural Industrialisation & Erployment" (Working

Paper Ho. 31). “his paper recunmends crport prorotion, reduction in

weprotection tor import-substitution fimmg, using finance as

an ancentive for fims to shift to rural locations, and the strengthen-~

ing oL rural fineacial institutions

he scceond, "Instituticnal cupport for Small Industrial
Enterprise Levelopront on Lnalland” (Conference Paper No. 32) and

building on prior wors undertaren in Werking lapers 29 and 30 identifies
and briefly decorites o Propased program for promotion of emall-scale
and heme lndustro onoa renienal cevelopment fracework,  The rogram

strenses new product develoe ENL, new enterprise develepinent, entre-

preveurchip cevelopment and mproeved coordination Letween government

dgencies and  civate elforts at the regicnal level, and between the

o

celinrd analysis, which has been developed further as a
dissercation by Jee:an:at ApLDULYCPAs at Furdue University is contained
in "An Econanic Analysis of Poployrent in Fenal, Cassava and Hugar Cane

Production and Processing an Northeast Thailand (Conference Paper No.12).
The purjose of ti. 15 to use generalisat:uns fron the farm

rodelling cxerises, doscribed earlier, Lo asoess the lLpact on regional

cmployment and 1nocme of a new technolegy, air dry rernaf and of variations
in the jrice of cassava and Sugar cance. 1t concluies that at current prices

air dry kena! qencrates nore cploy

went than alternatives.,






5. RIC

= The NESDB is in the process of developing a rural industriali-
zation planning project. 7This action was in part influenced
by presentations of ROFEAP data at conterences and workshops.
Two FOFEAP pesearchers, currently on the faculty of Kascetsart
University, are beyngactively considered for participation in

the project .

The final iCPL workshop, scheduled for September 18-19, 1982,
in Pattaya, and which will have over 40 top-level TG and donor
agency representatives in attendance, should serve to expand awarcness
of the nature and uses of the data and analyses which have been produced
up to that tire.

)' 'l /‘.
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Guidelines for Selecting Pnterprises for

Inclusion in Surveys

One of the major challenges in program=-criented rescarch
is the selection of enterjrises to e covered Ly a survey.  In
practice there 1y usudlly little jrior inturration about e
characteristics wiich can assist the procesn,
areas.  The "beut" solut:on an

serv.ces of well-e

Mperiencod rndividaals wieo Can rane peccsoary
3 Pt

judgements on cite;-at leant for purpcoes of Ledinningg the work,
Sore of this «xpurience has Leen written up by the World dank in

connection with the tearrs of reference discusnoed 1IN Annhex

The material, whicii follows, docs not clearly anuwer rany of the

'

ssues which night be enceountered in the fleld, it Jdoes however,
) ?

[N

Uggest ways of tninking through the selection jrocess.
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