


PREFACE

This document has been printed and distributed by the Northeast
Rainfed Agricultural Development Informatior and Coordination
System {NERADICS} of the NERAD Project. The purpose of NERADICS
is to establish, at the Northeast Regional Office of Agriculture,
a system to manage Project-generated dete und information in
order to support the testing, transfer and dissemination of
technologies, methodolegies and approaches appropriate for
integrated agricultural research and development in Northeast
Thailand.

Technical working papers are vroduced with the objective of
communicating project-generated information to the relevant
research and development agencies in order to receive comments
and feed-back and to help to ensure that the lessons learned
within NERAD are made available to all interegsted individuals and
organizations.

Working papers are produced on a number of topics and are grouped
into three series according to their subject matter:

Technology Documentation Series

Documentation of technologies considered appropriate for
rain.fed agricultural development in Nertheast Thailand

Methodology Description Series

Descriptions and nethods of wae of proven rmethodologies and
techniques for the planning, analysis and evaluation of
research and extension accvivities for rainfed agriculture.

Problem Definition Series

Situation papers on the problems or constraints currently
facing rainfed agriculture and ferm families in Northeast
Thailand.

All papers in these series are licted in the Appendix of this
report and are nvailable on regquest from the Project Director.
The papers are updated at appropriste intervals and ETRAD invites
comments and discussion from readers on any topic covered in the
reports.,



COOPERATIVE BUYING GROUPS: RESULTS OF A SOCIAL EXPERIMENT

INTRODUCTION

The Northeast Rainfed Agricultural development Project
(NERAD) was designea as a rarming systems development pioject.
The primary result of this design tocus was that the Project
touched on a broad range of the viliagers' proolems and needs.
This necessitated that the Project .nclude a broad range of
departments in Thailand's Ministry of Agriculture and
Cooperatives (#0AC). One of these was the Cooperatives Promotion
Department (CPD).

Based on interests in the C(FD and on perceived and
documented needs of the villagers with whom the Project was
working, an activity to assist villagers in forming cooperative
buying groups was implemented. ‘Wnile most of the Project's
activities were technically oriented (such as farmer-managed
cropping trials), this activity was a social activity. The
unique feature c¢f this activity was that it was planned,
implemented and monitored as if it werc a test of a production
technology. It was a rare opportunity co perform a social-
science experiment. A secondary IZeature of this activity was
that it allowed an opportunity for Froject staff, including Thai
government officials, as well as Thal and expatriate technical
assistance staff, to blend tecinology development and
institutional development objectives.

BACKGROUND

Institutional development is often a vague objective in
Third World development projects, a fact which frequently causes
problems for both the host country and the funding agency
(Caldwell). The Northecast Rainted Agriczaltural Development
(NERAS) Project in Thailand has both institutional development
and technological development objectives. By merging these
objectives, the technologies were used as training expericnces to
assist in institutional development.

vased on tne project design and eariy work with NERAD, the
institutional development objectives of the Project were
specified as five goals (Alton). ‘These included: encouraging
participation ot villagers; making decisions on past experiences
("lessons learned"); building components which could be continued
within tne extant system; adapting technologies to fit local
environments: and integrating the work of all related agencies.
A strategy was built around thesz goals in which specific
components (activities) were designed to meet development needs
of villagers within tnhe five goals. To many, the goals were seen
as distant and clusive. However, over time many of the
participants did accept and internalize the five goals and
project activities came closer to meeting them. There was an



evolution among the Thai officials and their expatriate
counterparts in understanding and implementing the Project witnin
these guidelines,

Ine compiazcion of 2n identified need witn documented
problems mace this an ideal area on waich focus the strategy of
the NERAD Project. A plan was made to use this situation to:
first, attempt to correct some proolems at specific sites:
secondly, develop a process tnat the CPD could use <¢o make
improvements througnout the region; and tnirdly, to provide data
needed to mate appropriate change in CPD policies.

DESICGN PROCESS FOR THE GROUP BUYING ACTIVITY

CPD officials were interested in group marketing and
suggested 1t as a NERAD activity in 1982. Office of Agricultural
Economics (OAZ} and NERAD staff did a feasibility study which
documenited  ti: need for assistance in  input  procurement,
indicated tnat villagers were familiar with the concepts involved
in  cooperative marketing and were interested in becoming
1nvolved. The feasibility study also identified a constraint -
that villagers lacked the initial capital necessary to start a
group.

NERAD technical assistance staff also had input into tne
initial plans. A marketing consultant suggested that the
marketing group concept was likcly to pe feasible for purchase of
inputs, bat that selling groups were unlikely to work because of
the extreme veriapvility in tne villagers' products (quality, time
of sale, etc.}). Some na? expectations that the rarketing groups
would correct many marketing problems, bput it was pointed out
that many of these are outside the scope of marketing groups.
For example, if the groups were expected to raisc overall price
levels, they would surely fail.

ihe group buying activity was epproved for implementation as
a social “experiment", analogous to the technical experiments
(such as farmer-managed fertilizer usc trials) being conducted
within toe Project (Craig). dypotheses were idenvified from the
background studics.  The objectives of the experiment were to
determine if group buying could be successful in the tes:
environment and, if so, how tne groaps snould be organized and
supported.  @rlle tne obroad opjective was experimental, the
secondary objective was to put functional, permanent groups into
place in tne villages. Tais objective was viewed by some of the
officials 2s ine primary objective and limited the flexihility of
the "experiment''.

It was hypothesized that the buying groups would be
successful if they were small (50 member families or less),
memoers lived close to each other (either in the same or adjacent
villages), had good leadership, had support from the local
Cooperatives Department staff, and had an outside source of
initial funds.
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Buying groups were establisned in four tambons (sub-
districts) during 1985. In 1986 five mcre groups were organizcd.
The process began with the local cooperative depastwuent officials
discussing the buying group ideca with loca2l leaders  and
villagers. Some ot those¢ who were interested received further
training. One effective trainirg technique was for members of
one group to visit existing cooparatives in other areas. Talking
to members of 2 functioninm group gave them a betier idea of wnat
would be necessary to begin a group in their villege.

Next, came the actual organization of the group. IFellowing
plans based on tne initial nypotheses, 40 to 50 families, all
within one village, w re iavited to join each group. All of tne
members were  informed that they must oe accepted by the other
members beczusc liability 1o snared, i.e. the group is liaole for
the debts of 1ts individual .aemvers. Scime groups required that
gach member nave two co-signers wac are also members of  the
group. Each member was required to porchase a snare in the group
for 100 bznt (2pout $4).

Each of the four groups establisved in 1985 received an
initial revolving tund of 70,000 baht (acout $2,500) from Project
funds. Tne CPD arranged for this fund to be used for the
purchase cof fertilizer through the marketing Organization for
Farmers (2 Thai government agency). The types of fertilizers
purchased were based on the preferences of eacn individual group
as shown in table 1.

Each group received, stored and handled the distribution of
the fertilize. differently. Some allowed for cash and credit
purchases. Cne¢ group decided that credit was not a  constraint
for 1its members and sold all of the fertilizer on a cash basis.
They then uscd the cash to make another fertilizer purchase.

TABLE 1. FERTILIZER PURCHASES bY BUYING GROUPS
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GROUP LOCATION MAJOR CRCFS FERTILIZER TYPE AMOUNT
(N-P-X) (tons)

T. Na Thom . rice 16-16-6 i1
(Nakhon Phznom) kenaf 15-15-15 2

T, Toe » rice 16-15-8 13
(Sri Saket)

T. Lanan rice 16-16-8 8
(Chaiyaphum) vegetables 15-15-15 5

T. Nong Kacw rice 16-16-8 13
(Roi Et)
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It was expected that a very important factor relsted to  the
success of the group would be its leadership. Leaders, who
received small paymeats for their time iavolved, performed duties
incluring organizing and presiding at mectings, collecting funds
and sclling fertilizer, demanding loan payment, maiateining
financial rccords and dropping memders whoe did not repay loans or
broke otner rules. [t was hoped that leaders would be sclected
wno had few otner formal leadership responsibilities in order to
avoid conflicts of intercust. For example, the village ineadmen 13
responsinle for the welfarce of tine entire village. If he was the
group chairmzn, a poteniial conflict existed between the good of
the group and the good of the entire village. In practice it was
discoverad that there is a scarcity of reccgnized leaders in the
villages, chus the villape headman was asually sclected as  the
group chairman. In spitc of the potentirl conflict, no evidence
of actual problems was identitied.

General membership meetings were ncld  to make purchase
decisions. Fertilizer types and amounts were selected and cash
collected wnen purchascs wxcocded the amount of the revolving
funa plus additional tunds olready accumulated.  Before the
fertilizer was recelved, ChC Q€CesSary arrangements must have
been mad: for storage, distripution, collection of payment,
record keeping and resolution of problems. Storage was a problem
with some groups. Often leaders did not want to store the
fertilizer at their homes tecouse of odor and because they Weré
hela rasponsible for thuft or spoillage. Warehouses  were
availabnle at tambon centers, but were not considered sufficiently
secure.

PERFORMANCE OF THE '"'TEST'' GROUPS

Thal subsistence rice farmers, like their counterparts in
other Asian countries, are aware of the impact of fertilizer on
rice output and purchase fertilizer within credit and risk
constraints (garker, cet. al.). The groups have provided
fertilizer to tneir members at much lower prices than through tne
normal channcls 2s shown in Taole Z.



TABLE 2. FERTILIZER PRICES
(baht per 60 kg. oag)

GROUP FERY. TYFE MEMBERS NON-MEMBERS  LOCAL MARKET
casn credit casn credit cash
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T. Na Thuia (NKP)

6-16-8 200 -- -= - 280

i5~15-15 245 -- -- -- 520
T. Tae (Sri Saket) )

10-16-8 225 225 250 -= 280

15-15-15 255 - 285 - 300
T. Nong Kaew (Roi Et) »

16-16-8 230 230 ~ - 270

16-20-0 230 - 240 - 260
T. Lanan (Chaiyaphum)

16-16-8 225 225 240 - 280

5-15-15 250 250 270 -- 305
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(Note: In 885, 26.5 pant = §1 J.S.)

The groups have provided significant savings on fertilizer
costs. Based on these prices paid for fertilizer, totzl savings
to members of the four groups are over 71,000 baht. In addition
the four groups have earncd a profit of about 23,000 bant. Thus,
the groups nave done quite well at achieving the goal of lowering
the price paid for fertilizer.

when thz groups were being estaolished the CPD  surveyed
fertilizer wusc of the villagers. It was expected that if
fertilizer prices were lowered and credit made availaple, that
fertilizer use would increasc resulting in increased crop yielas,

srief questioning indicated that this aas occurrad in all oxcept
one  of the project areas (Sri Saket). This is probaoly duc tJ
fertilizer wuse in ori saxet already oeing close to  recommended
agronomic leveis.

A third result has been additional purcneses of fertilizer

initiated by tne groups. Two of tac groups (Sri Saket, Tambon
Tae ana Roi E¢, Tambon Nonp ! u;w) made  aaditional  fertilizer
purchases 1n the first yeor.  Tne Sri 3aket eroup added to  the

revolving fund to make 2 total of 116,000 bant for tne second
round of fertilizer purchase.

Typically, loans througn government spoasored cooveratives
in Thailand have nad poor repayment records (BAAZ).  The loan
repayment data indicate that ibecause of the way these Lroups ware
organized repayment records will ve good.  The group in  Tempon
Lanan (Chaiyaphum) nas reccived repayment of all loans from its
members.  Preliminary data from other groups indicate similer
repayment rates.



The long run measure of the success of this activity is its
adoption by villagers. This experiment was implemented unger tne
nypothesis that a constraint is the need for initial capital to
start the group. ‘Tnus, while the potential for adoption could
include at least one group for every village in the Project
areas, a practical limit exists due to the limited resourcss in
tne Project for the initial capital ("revolving fund''},
leadership ana support. Two types ot adoption were monitoied.
One was strengthenlng and expansion of membership in the ‘'‘test’
groups. [ne sccond was tie estanlisnment of additional groups.

The existing groups nave becn well-estaplished.  Two of the
groups have 1nltlated additional fertilizer purchases on thelr
own. Tnis 1s an important step toward independence and a measure

of adoption. ‘There nas also veen discussion aoout expanding tne
tunctions of tnese groups.  For example the Tambon Lahan group
(Chalyaphum) 1is considering purcnasing macnines for  cirect

seeding of rice to be losnea or rented to its members.  The Sri
Saket group nas discussed purchase of pesticides.

Expansicit of groups by addiag members has occurrad to a
limited extent. This cannot oc consicerzd a primary indicator of
adoption cecause the efrectiveness of the groups will pe limited
if thev pecome too large. rlowever, ii groups can expand and then
split 1into two independent groups tne oroolems would oc avoided.
This was tikely to happen with the group located in Tamoon Nong
Kaew (Roi ct).

These wndlcators show good progress toward adoption, within
current Project limits.  This experiment will only oe a success
if the Project Management is able to extr-act tne successful
components of tne test anc develop a project strategy leading to
exnanded adopticn within the normal purvue of the MOAC.

GENERAL RESULTS OF THE £XFERIMENT

The Project succecded in estaplishing viable buying groups.
But the objective of the "uxperiment' was not just to establisn
rine groups, out to produce information improving thc general
process. Of tne five hypotneses considercd, only one was refuted.

No c¢vidence was produced to vefute the first four
hypotheses:  that 1t 1s ilmportant for groups to be smail, for
mempers to live 1n close proximity, for there to bz good
leadership, and for oxtensive support rfrom the CPD.  towever, tae
hypothesized need for initial capital was refuted among the
villagers 1in the tests - more cash was available than expected.
The CPD providea technical and organizational support for groups
without access to an outside source of initial funds.  Villagers
had to collect capital from memvers of tne group. Several groups
were starced under this condition sugzesting that the need  for
initial funding 1is not as great as was aypothesized. In
addition, it suggests that the support provided by the CPD may be
the critical component.,



Fertilizer price subsidization was 1less important than
expected.  ipitially, the CPU procurred the fertilizer through
the M.0.F. ac¢ subsidized prices. This enapled the groups to scll
to their azmpors well undsr the prices of local merchants.  but
some groups wanted to escape the delays involved in  purchases
tnrough the government and negotiated prices tnrougn local
merchants  wnicn were lower than the normal market bprices. At
some locations, these locally negotiated prices were close to ihe
subsidized price (10 to 25 percent under tae usual price).

Tne 1initial success of the groups suggests a  perception
among the wmemoers that they rcecelve substantial oenefits. These
are primarily lower fertiliczer prices and reduced crediv  costs.
Credit 1is en important tactor in tne puarchase of inputs 1n  tae
local markets. Effective incerest chaiges, according to viliager
comments,  wore sometifmes over 100 percent. It was avigeat tnat
intorest rates variec. but the ectual rates, variations and
conditions have not yet been documenied. Villagers did, however,
undcrstand  tae need for credit and the time value of their
resources.  The financial oenerits or lower prices and credit
COSts can bo 1lncreaséd as groups extena their buying to  other
agricultural inputs, such as pesticlides.

A potentially important benetit that would be ditfficult to
document 1s  the impact of tne project on the oenavior or loral
merchants. If prices are above compatitive levels, tne eiistence
of the groups may result in lower overall pricss, not only for
the members but for others in the areas.

Important factors needing more study include the rol:z of tac
leaders, the size of the group and necd for funds. Most likely
these cannot be predeterminea because they depend on local
conditions. In thls situacicn, expansion of the buying group
activity will require major support from local CPC officials so
that they can provide the anecessary ingredicnts as determinced in
each individual situation.

tatortunately, the cxperiment did not gencrate cnough datz
about the relationships opetwacn group size, membarsnip proxinmity,
local leadersnip and CFD support. ihus, at thls point, tnis
"tecnnology'' must oe considered a 'package'' whicn is likely to
work 1f all parts arc kept togecther.  #hat is preferrca is a
'""pasket” of components, that is set of components whicn will work
independently.  Under tie current situation it is unlikely that
merely providing the funding would result in a viable group. In
fact, the support and training arc provaoly the most important
1nputs and the revolving fund is just tne incentive to get tne
group startca.



CONCLUSIONS

The ‘'systems' approach to on-farm agricultural rescarch in
the Third vorld demands attention to the peasant  farmer's
acquisition of inputs and markcting of outputs. It was the NERAD
UXperience  tiet tnese were identificd necds and documented
problems  for Thai villagers, Thus, tie Project initiated the
experiments  wich coeperative buying groups to securc fertilizer,
tile most important cash input for suosistence rice producers.

Altioven i bencfits to tno villagers can only be partially
documented, tie initial success of tihu NERAD buying groups should
be  the Das1s for further .xperimentation. whnile the literature
on establishing effective cooperatives in Third World countrics
documents 3 miEd SUCCESS rate (#oy), cooperatives should not be
abandoned. Succuessful cooperative procurement of cash inputs can
lower production costs, increasc productivity, and potentially
increase  outputs for  subsistence tarmers. This  rescercn
indicates tnat such cooperative enterpriscs should be sponsored,
following the approach developed in the NERAD Project, arounc the
Trird Worla to further test viability across cultural sattings.

The approach bascd on a farming systems conccptual framework
has the potential to improve the success rates. Whether results
can pe matched in other cultural’/economic tnvironments can  only
be determined with further social experimentation.

The Project provided oenefits to Thai villagers tarouga the
cooperatives.  Villagers in other countrics may also oenafit if
the approacn is successful irn developing cooperatives in other
countries.

A different type of oenefit was the improved approach

adopted oy tne (PO, gefore the Project, activities were
frequently iapiemented bpascd on a very weak understanding of
local condjcions, resulting  ia very poor success rates.  Tho

improved  procéss was pascd  on doing preliminary  shudies,
devcloping hypotacses brsed on the results of the studies and
implementing activities aesigned To tust  the hypotheses.  Tre
buying group activity was = test of this pirocess.

Its success not only validated the process bhut provided
encouragement  to tnose involved to try to institutionalize the
process  1nto the PD. Tae finnl test will be  whetaer
improvements are made baswd on an analysis of the hypotheses and
if this process is integrated into the on-going activities of the
CPD.  If so, this ministry of Agriculture and Cooperatives
Department and the people 1t is attempting to assist will be
major beneficiaries.
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APPENDIX 1

The following NERAD wWorking Papers are available on request from
the Project Bircctor:

NERAD Methodology Documentation Series

Ml A cropping systems tecninology development process:
tne NERAD model. Craig, i.4a. et al., 1586.
T (Thai or £nglish)

M2 Triage:  a methodolopy for screening  egricultural
technologies and prioritizing rescarch and extension

activities. Craig, 1.A. and Sukapong, C., 1987,
(Thai or english)

M3 North  Ezst  Rainfed agricultural  Development
Information end Coordination System (NERADICS).
Hopkins, J., 1987,

(Englisn)
NERAD Technology Documentation‘Series
TO0 Executive Summary:  NERAD Promising Technologies.
Thamabood, S. (Editor), 1986.
(Thai)
T1 Direct sown rice technology documentation. Craig,

I.A. et al., 1536.
- (Tnai or Englisn)

T2 Cooperative puying groups in Thailand: results of a
sacizl  experiment.  Meyer, A.L.  and Infanger,
C.L., 1987,
(English)
13 Modificed shallow  well technology  documeavatica.
Ragland, J.L. and Thamabood, S., 1986.
{&nglisn)
T4 Pre-rice green manuring: a technology for soil

improvement under rainfea conditions in Nertheast
Thailand. Craig, 1.A., 1987.
(English)
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