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FOREWORTD

This report is the second in a study which is a joint undertaking
of the United Nations Asian Institute for Economic Develoument and
Planning and the Applied Scientific Research Corporation of Thailand.
The former provided professional assistance while the latter met finan-
cial obligations and also helped with data processing. The study forms
part of Cooperative Lesearch Programme No. 1, a joint research venture
between ASRCT and other agencies of the Government of Thailand including
the Department of Agriculture and the Royal Forest Department (Ministry
of Lgriculture), the Department of Community Development {Ministry of
Interior), the Department of Foreign Trade (Ministry of Economic
Affairs), the Department of Vocational Education (Ministry of Bduca-
tion), the Office of Accelerated Rural Development (Office of the Prime
Minister), and Kasetsart University, with collaboration from the United
Nations Asian Institute for Economic Development and Planning, the
United States Operations Mission to Thailand, and the Thai Jute Associa-

tion.



COOPERATING MARKETING of ¥KENAF IN THAILAND - A CASE
PO VERTICAL INTELGRATION

*
By M.C. Agarwal

I, INTRGDUCTION

¥enaf is an important export fibre of Thailand. 1In 1966 fibres
(cotton, kapolk, bombax, ramie, silk, kenaf and jute) accounted for 7.7%
of the totel estxmated value of agricultural, forestry and fishery pro-
ductlon.f In the fibres group, kenaf contrlbuted 75% to the total value
which was 2, 218 million bahtf. In that year, kenaf earned foreign ex-
change worth 1,613 million baht or 11.4% of total exports. With the
obgectlve of agricultural dlver31flcat10n and increase in the foreign
exchange earnings through exports, the noyal Government of Thalland has
given due importance to the development ‘of kenaf in the planned economic
bdevelopment of the country. As with most primary agricultural products,
kenaf production suffers from uncertainty created by wide price fluctua-
~tions in the international markets and also there is generally a declin-
. ing price trend. This natural fibre also suffers from competition with

synthetic products.

A kénaf grower can help to meet the national expectation;of in-
creased productlon by produclng higher grade fibre and a larger quantlty
of ‘kenaf fibre per rai of land. The farmer should have economic in-
centives to do so. The netiincome from kenaf must be higher than that
from other farm prodﬂéts-whiéh'compéte for the limited resources of the
farmer. There are, however, few proven substitute crops for kenaf in
the north-eastern region, which is the houme of kenaf production, pro-

cessing and manufacturing°§

‘In the event of a fall in expected prices,
the farmers withdraw large areas of land from kenaf cultivation and

leave the land idle for the whole year. They could be induced to produce

* . -
United Nations Asian Institute for Economic Development and Planning.

*Ministry of Agriculture (1968).—"igricultural Statistics of Thailand 1966,." p.17.
(The lstest available statistics.)(Bangkok.)

$20.80 baht = U.S.$1.
§"Kenaf ballng industry 1n Thailand .- An economic analysis® by M.C, Agarwel. Rep. no. 2
on Res. Proj. noc. 1/10. ASRCT unpubllshed report, 1970.
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more kenafl for export if they were guaranteed a minimum price and if

the farmers® share in consumers' price (f.o.b. Bangkok price in this case)
could be increased from the present low level by eliminating marketing
waste. Reduction in costs of production and marketing would hzlp to

achieve the goal.

In the existing marketing system, producers seil most of their mixed
kenaf fibre to the nearest dealers at farm houses. In most cases the
farmers have prior commitﬁents to sell kenaf to these dealers. These
dealers prefer to buy loOse, nixed fibre and fix the prices accordingly.
This system leaves little incentivevfor'the producer to improve the
quality of the fibre or even toktake the risk of adopting new farm
practicés which might'help to increase the yield per rai or reduce the
cost of productioﬁ per unit of product,; but might not help in obtaining

fair prices from the deaiers.

This situdy is based on the assumption that a vertically integrated
farmers' cooperative crganization will help to achieve the national
objective of incréasing‘exports earnings from kenaf by providing economic
incentives to farmers at production, processing, and marketing levels.
Although all the fifteen Changwats (provinces) of the north-eastern re-~
gion produce kenaf in varying quantities and collectively account for
more than 95% of Thailand'é kenaf production, yet there is only one co-
operative society in the country which uhderfakes to provide production
loans, grading and marketing facilities td its members. This, the
Agricultural Products Marketing Coqperative, Ltd., is located at Amphoe

Chatturat, Changwat Chaiyaphum.
The main objectives in undertaking. this study are:

(1) To assess past performance of the Cooperative Society in the

last five yearss

(2) To assess the cconomic and finéncial feasibility of a verti-
cally integrated cooperative organization which will process graded

fibre inte standard export bales:

~(3) If the above is found feasible, to estimate additional physi-
cal, financial and manpower regquirements should the Cooperative decide
to integrate marketing activity vertically by adding full-fledged baling

facilities.

N



To meet the first objective, data were extracted from the records
of the Cooperative for the past five years on relevant organizational
and operational aspects. Some data were also collected through. personal
interviews with the Committee of Management and officers of the Coopera-

~tive. Translation of data and replies from Thai into English created

hurdles in the worl.

To study the financial, physical, and manpower feasibility of a
vertically integrated marketlng organization, the flndlngs of an earlier
regearch study (Agarwal 1970 cited earller) were ut111zed in developing
a suitable model. This s tudy strongLy suggested that, from the point
of view of providing baling servicesveione, it is profitable to set up
a2 baling centre. Thesé¢“data have been further otilized'in estinmating
‘net financial gain to tﬁé‘Codperative if it should set up a baling centre
and also in estimating additional physical, financial, and manpower re-

guirements.

To assess kenef growers' (Cooperatlve members and others) support
to the proposed cooperatlve ballng centre, a farm survey was conducted
in Aprll 1969, The growers' views on the present activities of the Co-
operative and thelr support to tue proposed baling centre through their
‘part1c1pat10n were evalaated 1n personal interviews of the randomly
gselected growers. The research methodology adopted in farm survey is
dlscussed in Appcndlx I. The statistical data, especially the taoulated
data presented in the follow1ng pages, refer to Amphoe Chatturat; Chang-

wat Chalyaphum, unless otherw1se stated.

The scope of this study has been extended by considering the pos-
sibility that the proposed baling centre is developed into a regionmal
cooperative training and demonstration centre especially for development
of cooperative organization and management in the ncrth-eastern region
of Thailand.



I1. TES AGRICULTURAL PRODICTS MAREETING COOPERATIVE LiD.,

AMPHCE CHATTURAT

Amphoe Chatturat

The Agricultural Products Marketing Cooperative, Ltd., has its
headquarters at Ban Lahan, Amphoe Chatturat, Changwat Chaiyaphum which
contributed between 12~15% to total area planted under kenaf in Thailand
ddring 1965/66 and 1966/67. The Cooperative is locatezd by an all-weather
road which connects Bangkok with Chaiyaphum.* in 1968, the Awmphoe had
a total area of 1,204 km2 and a population of 72,566. ¢f ali the eleven
amphoes in the Changwét, Amphoe Chatturat had largest area planted with
kenaf in 1966/67, 9¢,900 rais or 24.9% of the Changwat area and in
1967/68, 129,100 rais also 24.9% of the Changwat area. In 1968/69, area
planted with kenaf in Amphoe Chatturat dropped to 38,800 rais,” a reduc-
tion of 70% over 1967/68. The Amphoe produced 29.7 thousand tonnes of
kenaf fibre in 1966/6%7 which contributed 34% to Changwat pfoduction.
Amphoe production in 1967/68 was about 29.2 thousand tonnes comprising
about 25% of the Changwat production. Aggregate production data for
1068/69 for the Amphoe and the Changwat were not available at the time
of field survey. Other upland crops cultivated in the amphoe in order
of decending magnitude of the planted area were sugar cane (310 reis),
green peas {139 rais), cotton (135 rais) and less than 100 rais each of
native corn, ground nut, and native banana. Next to paddy, which is
planted in lowland, kenaf is, therefore, the most important agricultural
product in the economy of the Amphoe. Statistics on area planted with

_other upland crops, indicate that there are few upland crops which are
cultivated in any sigpificant amounts in the Amphoe. There are five
private kenaf baling centres in Amphoe Chatturat and seven in Amphoe

Muang {Chaiyaphum).

Organization and management

The Cooperative at Amphoe Chatturat is the only farmers' coopera-

tive orgaunization in Thailand which undertakes partial assembling,

*
By road: Bangkok tc Chatturat 331 kilometrss
Chatturat to Chaiyaphum 38 kilometres.

+ .
2.5 rais = ‘1 acre.
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grading, and marketing of mewmbers' kenaf. The Cooperative was registered

. *
under the Cooperative Act in 1958 with the following objec¢tive:

The ob;ectlve of this Cooperatlve is to ass1st members in improving

their economic status by

(1) Collecting and marketing all products of members with a view

to getting better price;
(2) Acting as an agent in selling or buying on members' advices

(3) Providing necessary tools for cultivating purposes and also

securing other materiels that members need;

(&) Buylng outslde products, changlng them and selllng them off

aéain so as to hOIp the economy of the Cooperatlve,

(5) Giving advice, regarding plant 1mprovement, cultlvatlon and

production - to members;

(¢) Bxplaining clearly about the purpose of the Cooperative and

trade;

(7) Encouraging saving, self-help, and cooperation emong members
(8) Promoting the work of the Cooperative;

(9) Operating various kinds of4w6fﬁ¥evncefning“rightSAin*holding,
building, buying and selling, exchanging, transferring or-receiving,
lease or rent, hire-purchasing, wmortgage, etc., for the benefit of the

“Cooperative;

(lO) Undertaklng other necessary activities relevant to the above

mentioned obJectlves.

It is clear from the-nature of the§e‘activities that the Cooperative
was registered to undertake a great variety of functions. However, the
Bociety has restricted its_activitiesAto‘granting production and com-
modity loans and assewmbling, grading and marketing kenaf fibre, The two
activities are interdependent because, usuvally, only those members who
borrow money for kenaf production sell their kenaf through the Coopera-

tive, The non-borrowing mempers are also requlred under the by-laws to

*
I

4 translation from The Agricultural Products Marketing Cooperative, Ltd., By-laws
(original in Thai language).




sell all their kenaf through the Cooperative, but they seldom do sa.

The liability of the members is limited to the amount equivalent
to. the valve of shares held by them. In 1958, there were only 781 mem-
bers but the meumbership increased to 1,439 on 31 March 1968. One family
has one member and one vote irrespective of the number of shares held.
There are 110 villages in the Amphoe but the membership is coufined to
54 villages only. The membership is, however, open to those farmers

who grow‘at.least five rais of kenaf.

There is.an annual meeting of the General Body which determines
the policy of the Cooperative and elects a Committee of Management with
nine members., This Committee meets about once every month to discuss
membership applications, day to day wanagement, applications for loans,
annual financial accounts, ete., About 50% of the members attend General
Body meetings while almost every meumber attends Committee of Management
meetings. In coumparison with similar cogeperative institutions in other
developing countries, these members seem to have more interest in the
affairs of their Cooperative. Host members of the Committee of Manage-
ment holé other offices in village, Tambon or Amphoe government or other

institutions.

Loan operations of the Cooperative

The Cooperative grants loan to members provided they plant at least
five rais of kenaf and can get three personal sureties to guarantee loan
repayment. The Cooperative grants kenaf production loans upto one year
and commodity loans for two months against kenaf brought to the Coopera-
tive. Although there is no theoretical limit to the amount of the loans
which can he granted %o apnllcants, the Cooperatlve has developad a work-
ing formula tnau if a member's kenaf production is estimated 4,000 baht,
he is given a loan upto about 2 000 baht. 7Table 1 indicates that the
proportloq of members applying for loan increased at a faster rate than
the increase in membership during the last guinguennium {196é/wj to
1968/69). There were more applicants than the number of loans actually
sanctioned esach year. The average amount per persen of the loans sanc-
tiéne& veried between 1,%24 bakt and 1,838 bHabt. It is apparent:that
the loan actTVLty of the uonpﬂratlve is much guided by kenaf prices.

In the crop years 1964/55 to 1966/67 when kenaf prices were ‘high, there



TABLE 1 .
LCAN OPERATIONS OF THE COOPERATIVE, 1964/65 70 1968/69

196L/65  1965/66  1966/67 1967/68  1968/69

Total members, no. - 1,313 1,313 1,541 - 4,539 1,524
Loan applicatians, no. 383 467 605 793 -
Loan granted, no. 322 409 589 783 -
Amount loaned, baht 463,000 701,775 1,083,025 1,037,050 -
Average loan per person, baht 1,438 1,716 1,838 1,324 -
Principal repaid, haht : 374,447 684,775 703,470 688,122 136,580
Principel recovery, % _ 80,2 97.6 65.0 66.4
Principal in arrears, baht ' 91,553 52,725 377,630 348,018 -
Interest paid in time, baht L9,053 75,876 73,700 107,136 40,403
Interest reéo#ery, Z 81,7 92,3 61.9 71.9

Interest in ‘arrears, baht : 10,986 6,317 45,315 41,871 -

Note: The Cooperativé did not advance loan in 1968/69.

The year ends on March 341,

was an increase in the number of loan applications, in the number of
loans, and the total amount of money lent. Recovery of the principal
varied btetween 98 and 66%. One cannot rule out the possibility that
part of the principal repaid during one year could be an arrear from the
previous year. The rate of recovery was highest in 1965/66, which cor-
responded with the high kenaf prices obtained during the months of Sep-
tember to December, 1965. The rate of rzcovery, however, dropped by
nearly one-third in later years due to the comparatively low prices
obtained durlné +hc°e months. On the whole, the loan operations of the
Cooperative remained reasonably sat‘sfactory. To meet 1ncre331nc de-
mands for productlor credlt the Cooperative borrowed on 1ong—term basis
900 thousand baht in 1964/65 and another 200 thousand baht in 1966/567
from USOl and the Royal Government of Thalland, respectively. Never-
theless, it did not advance any loan in 1968/69 due to the very low kenaf
prices prevailing’ durlng the months February to may; 1968 {see Appendix
11.) It will be seen from Table 1 and Appendix II that, in its lénding
operatlons, the Cooperatlve was mainly guided by prices prevalllng in
the pre-planting months ('ebruary to Apvll) and their (prices) expectaé
tion during post-harvest period (September to- December) The rate of
recovery of loans depended, however, upon the level of prices prevailing

in tkhe post-harvest period.
8



Lssembling and grading kenai fibre

This is the most important service which the Cooperative provides
to its members. Tavle 2 shows the guantities of fibre sold according

Lo grade.

TABLE 2
QUANTITY OF KENAF SOLD BY THE COOPERATIVE, 196L4/65 TC 1967/68

1964/65  1965/66  1966/67  1967/68

Quantity suppiied by members (kg) 270,000 L5k, 382 771,848 Lo6, 780
Ratio of each grade (%)

51/ 12.0 18,1 25.8 17.6

B ’ 46,7 kg, 2 39.1 58.6

C 39.3 24,7 26.3 12.2

Cuttings - 2.5 2.5 L1

Tangles - 2.4 2,2 3.5

Loss in handling 2.00 L0 4.C e

100 100 100 100

4/ e s . .
—~'For grade specifications of kenaf fibre refer to Appendix I,

Agarwel 1970 cited earlier.

Note: Members did not sell through the Cocperative in 1968/69.

mahle 2 reveals that the guantity of fibre scld by members throagh
the Cooperative more than doubled between 196&/65 and 1966/67. TDuring
the calendar year 1966, the international prices were at the highest

e percentage

Fxd

level. BDuring the two crop years 1965/66 an 1966/67, t
of A grade fibre was also at its highest level. This gair in grads A
fibre was achieved by a decrease in production of grade . The members
must have seen more careful in harvesting and retting at the right stage
to produce higher grade fipre in the expectation of higher prices.
Generally, gradec 3 fibre was produced in much higher proportion than
grade £ or C fibre. Loss inm handling loose mixed fibre upto the loosély
nacked bale stage was about 4%, This analysis indicates that the Coopera-
tive has the facility to nandle at least 772 tonnes of fibre.
average price received by the Cooperative for various grades of

was as follows. This price was received in the market place.

.’{)



TARLE 3 .
AVERAGE;PRICE RECEIVED BY THE COOPERATIVv ACCORDING TO GRADE
(Price in baht per kilogramme)

Grade 1964/65 1965/66 1966/67 1967/68
A 2.45. 3,76 3.84 2.28
B 2.30 3435 3.48 1.86
c 2,10 3,02 2.90 1.32
Cuttings - ' 2.40 2,52 1.00
Tangles — ‘:"’ - 2.35 0.74
(ﬁversge)l/"‘ h S 2,89 . 3.7 3,18 1.77

1/Adapted from price statistics given in Appendix II. These are monthly

wholesale prices for high grade kenaf averaged'over twelve months,

Except for grade C, the average annual prices received were highest ‘in
1966/57 and conform to the di;ectioﬁ of average wholesale prices of
high grade kenaf (see Annendxx 'iI). The Cooperative was able 1o sell
even the tangled fibre, the lowest grade fibre, in 1966/57 at a good
price of 2.35 baht per kilogramme, while the grade A fibre was sold for
only 2.28 baht in 1967/68." The prices gradually rose to the 1365/57
Aleygl, but fell suddenlv in 1967/58 thus cau51ng great hardsnlps to

the kenaf producer.

Table & glves some measure of the economics of kenaf handllng 1n

terms of incoume and expenses of the Cooperatlve ‘from this act1v1ty.

‘ TABLE 4
INCOME AND EXPENSES FROM KENAF SALES
(in baht)

1964/65 1965/66 1966/67 1967/68

Income from kenaf sales 662,135 910,414 1,416,909 792,300
Expenses: '
grading and loose baling 13,000 17,962 29,954 11,430
trensport to market 22,761, 100,711 62,195 54,616
labour : - - 60,261 80,013
otﬁer - - 1,822 2,612
Total expenses 35,161 118,673 154,232 148,671
Net income 626,974 791,441 1,262,677 643,629
Expenses per kilogramme 0413 0.26 0.20 0.35
Average sale price per kilogramme 2.45 2.00 1.84 “-1.86

Average net income per kilogramme 2.32 1,74 1.64 1454

10



The statistice in Tahlz2 4 are hased or the total guantitics of
mixed fibre which the Cooperative obtained from members. The average
sale price was worked sut in terms of wmixed loose fikre. This is a
price relevant to farmers bécause it'is comparable to the prics received
by non—membérs from deélers. it is not baSOd on the quanti
fibre sold to dcalers which was obv10usiy less than the total gquantity
of mixed fibre. This difference is mainly due to the guantity of fibs

o
which was lost in processing and packing. Though in the year 1364

such loss was only two per cent, it was four per cent in the remainin
years. This explains the high a‘ﬂrage salz price received for mixed

fibre in 1964/65. ‘The Cooperative received the highest price dering
196%/66. The costs of proccssing and marketing were, however, highest
during 1967/€8. This was mainly due to relatively higher rates of wages
paid in thet year. Thé¢ maximum income from sales was about 1.42 million
baht during 1966/67, and the Cooperative also spent maximum amount 154
thousand baht in the same ycar on processing and marketing. It cam be
seen from Table 1 that the amount of ioans advanced by the Cooperative

was also the maximum, 1.08 million baht in 1966/57.

Financial management and background

in analysis of the 'profit and loss account' showed that, during
the five years . under study, the Coopcrative made a profit ranging betwenn
23,222 baht and 188,372 baht in the years 1664/65, 1965/66 and 1967/68.
There were losses of 9,246 baht in 1966/67 and 27,898 baht in 1968/59.

The Profit and Loss Account of the Cooperative for the year ended

%1 March 1969 is reproduced below:

Gross loss . 24,655,554 Interest earned on
.. . i . o i 2 40,403,06
Administrative expenses 32,176,400 production lozns »103
. i 1 banks : 666,40
Payment for. Coop. leagie ©1,000.00 Interest from X 29,600
. 1 1 12, 514,00
Interest paid on . Building rent S22
revolving func L, 450,75 Entrance fees 360.00
. s Share transfer fees 360.00
Depreciation
Building”f‘«m_d90,0g}‘ Cther revenues 1,781.00

. le ira i1
Furnitures 4,159.96 Net loss drawn froen

rvserve fund 27,398.21
issets on - )
hire .
purchase = 9,3%50.00 40,699.98
baht 142,982.67 paht 112,982.67
b 4

11



=

One reason for loss is the larger amsunt of interest paid by the
Cooperative (k4,451 .00 bahkt; on borrowed funds than the amount of in-
terest’(AO 40%.00 baht} received from members on production loans. Host
of thisg 1ntcrpst was arrears from previous years, as the Cooperative did
not advance loans durlag 1960/6L The Cooperative had, however, to pay

interest on borrowed funds (revolving loan fund} in order to retain

(D

these funds in their hands. Snother rveason for loss was the non- coopsra—
tion of the mewmbers in selling their fibre through the Coowerative. The
Cooperative mads sizable profits on sales in previous years, namely
32,190 baht in 1964/65, 6,452 baht in 1965/66, 50,02% Taht in 1966/67

and 59;373 baht in 1967/68. To maintain sound financial verformance of

(

the Cooperative, it is necessary that the activities of production loans and

warketing members' produce are undertaken ‘on an increasing scale.

ny

These

are the main sources of income to the Cooperative.

TIT. DPROBUCTION AND PROCESSING OF YEHAR

Farm size in this study refers to the total land areca cultivated™
by ome farm family under various crops during the agriculture year 1968/59,
that is, from 1 April 1968, te 31 March 1969. Xenaf is planted during

Aprll/May and narvested during uentem er/@ctober. On an average, a men-

3

ber of the uooneratlve planted an area of 24,3 rals under 4iff
o

o~

erent crops

-I

during 1908/09. As an operational unit 24.3 rais, that is, 9,72 acres,

will be comsidersd a high average b] Lgian standards. From farm income

point of wiew, however, this is a sub-stzndard size becavse of ths un-
2 b

Iavohrablm weather, water, soil conditions, and low level of farm tech-

f"]W

nology found in the north-éastern region of Thailand. It cam we gseen
from Tavle Y that the dooperators in the year 1368/69 plaanted only 5%

of their owned arca. The balance of tht owned area (about 31,00 rais)-

was left idle., The total planted area was less than the total owned
area, ounly 54% of the owned area. This clearly reflects the high level

a
of land ownership, but at the same time a very low intensity of land

utilization. Those who operated smaller farms, tn an average, cultivated
a higher portion of their owned land: 71% vtilization in +he 12.5 to

* .
Throughout this study the words cultivated,;planted, or operated have been used
interchangeably. Few rais were double croppedy

12



TARLE 5
EXTENT OF IDL® LAND IN 4968/69
(Aren in ral)

Owned o Per cent Fer cent
Farm size Number - Planted of of
“(rai) of farms Total Flanted zrea Col. (4> Col. (5)
to (3) to (3)
(&P, (2> (33 (W (5) (6) 7
2.5 to less than 12.5 248 2,046 1,449 4,779 70.8 233.6
12.5 to less than 22.5 186 3,328 1,596 2,278 48.0 68.5
22.5 to less than 32.5 207 5,64% 2,708 2,976 L8.0 52.7
%2.5 to less than 42,5 42h 4,506 2,594 2,594 57.6 57.6
42,5 and above 517 42,622 18,427 18,531 L4z, 2 L3.5
Totsl 1,282 58,145 26,77k 31,158 46.4 53,6

(Per .cent)

less than 12.5 rais' group; while only 43% of owned land planted in the
142,5 rais and above! group. Ffield enguiries revealed that much of the

idle land is culturable and should await technclogical innovation to

o
»

allow profitacie land-usec.

The cowposition c¢f the area pianted (Table ¢ &) presents an interest-
ing picture of the operated farm land. Of thé total operated land, 65%
wes owned and only four per cent rented. Lvout 10% was operated on some
kind of kinship basis, that is, father's, father—in-law's, brother's or
mother s land was cultlvatcd. Such land tenure types are possible be-
causv there exist large areas of uncultivated owned land with most farm-
families, whiclk allow near relatives to cultivate idle land free of
charge. In smaller farm-sizé groups, 'kinship operation' played an im-
portant role because nearly 60% of land was operated on this basis.
From the data presented in Table &, it appears that enly 71% of the
planted area was owned in the '2.5 tc less than 12.5 rais' greoup. It 1oy
however, clear from Table 5 that cooperators in this group also left 31p
of their owned land idle. The owned land left idle is hard to bring
under cultivation with the quality and guantity of resources that are
available to a small (size} farmer. He must, nowever, supplementy Lis
income by operating additional land on a2 'kinship' basis. ("cn arrange-—

N

ment does not normally demand the sperator (farmer) to pay for tie

SRS

€

faed

of land. In the '22.5 and over rals? group, on the other hand, nearly

A
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TABLE 6
COLPOSITION OF "AREA PLANTED IN 1968/69
(Area in rai)

Composition of the planted area

Farm size

. Owned Rented Crop Other Irrlgated Upland " potal Per cent
(rai) L \ :
e . in, shar: B e
2.5 to less than 12,5 1,449 o2 62  2,8h0: 217 . Hy3720 4,779 15.3
(perncent) (30.3)  (8.8) (1.3) (59.6) (o.4)  (28.7) (100) ]
12.5 to less than 23.5 1,596 579 - 10% - 7 944 2,278 T3
(per cent) (70.1) (25.4) - (4.5 - (k0.1) . (100) :
22.5 to less than 32.5 2,708 103 - 165 413 1,199 2,976 9.6
(per cent} (91.0) (3.3 - (5.%) " (13.9) (40.3) (100)
32.5 to less than 42.5 2,594 - - - - 1,571 2,594 8.3
(per cent) {100) - - - - (60.6) (100)
42.5 and above 18,427 103 - - - 8,909 18,530 59.5
(per cent) (99.4)  (0,6) - - - (s8.1) (100
Total C 26,774 1,207 62 3,114 434 13,965 31,157 100

(Per cent) (85.9) (3.9) (0.2) (10.0)  (1.4)  (44.8) (100)

all the operated land was owned, although only 43% of owned land was
cultivated. Crop sharing is nearly non-existent as a practice of land

tenure .

The survey indicates that less than one-and-half per cent of the
planted area had any kind of‘irrigation facility. The kenaf grower must
depend upon the vagaries of the monsoon for good harvests. The agri:
cultural land has an undulating terraln of 'low' and 'up' land. The
low land can store rain water for a lqnger per1od and is generally more
fertlle.' This land is 1nvar1ab1y reserved for cultlvatlng low~land
paddy. In a few cases, two crops (dquble crqpplng) were planted, one
after thn nther, in one year on 1ow«land? The share of up—land‘in the
planted area was nearly half in 1968/69.i This ratio was higher in
1966/67 and 1967/68 when large areas of upland were reclalmeu for cul-
tivation of kenaf. The 1966/6? wag the year of boom for kena; production
and export as a result of very favourable international marksts; whereas,
large areas of upland were abanddned in 1968/69 when prospects for kenaf

prices were low.

The members planted 150, 190 and 69 thougand rais with Kenaf during
1966/67, 1967/68 anéd 1968/69, respectlvely. This implies that an es-‘
timated area of about 121,000 rais could not be planted in 1968/69 due

14



to the drop in keunaf prices. There is hardly any proven substitut: crop

that the members could have cultivated on this abandoned areca.

Table 7 shows that the area planted with kenaf per farm dropped
from 14.8 rais in 1967/68 to 5.4 rais in 1968/69. Kenaf production per
faru was the highest 2,480 kg in 1966/67 and dropped to 1,090 kg in
1968/69. The production per rai in 1968/69 was, however, higher than
that of 1967/68. About 200 kg per rai was the average production of
retted kenaf fibre in 1968/69.

TABLE 7
AREA PLANTED AND PRODUCTION OF KENAF, -1966/67 TO 1968/69

1966/67 . 1967/68 1968/69
Area planted with kenaf 11.8 i4.8 5.4
per farm (rai)
Production of kenaf 248 2ho 109
per farm (10 kg)
Production of kenaf 21 e % - 20

per rai (10 kg)

The use of improved varieties of seed supplied by the Agricultural
Departuwent could raise the level of production of Thai kenaf. The survey
revealed (Table 8) that 84% of the cooperators used their own geed, while
16% bought from merchants. No farmer bought,seeé‘from any government
organization. The Cooperative.Society could provide a very useful ser-
vice to its members by securing an improved variety of kenaf .seed from
the Department of Agriculture and distributing it to members. The Co-
operative could aiso make some marginal profit by supplying improved
seeds to its members. The present practice of using ﬁome-grown geed year
_after year, perhaps wibhout proper selection, leads to lower yield of
_kenaf fibre per rai, . In:.the group '22.5 to less than 32.5 rais', all
the cooperators used home-grown seed, while only 55% used in the '12.5

to less than 22.5 rais' group.

Given favourable international markets, the net farm income could be
raised with the use of fertilizers and mapures in crops using improved
varieties of seeds and planting materials. The cooperaters planted paddy,

kenaf, water melon, peas, beans, peanuts {ground nuts) and a few varieties

15



TABLE 8
SOURCES OF KENAF SEED (1968/69)

. Number of farmers reporting
Farm size

(rai) - " Own farm Merchant . . Total in

the group
2.5 to less than 12.5 227 21 248
(per cent to total) (91.7) (8.3) (100)
12.5 to less then 22.5 103 83 186
(per cent to total) (55.4) (44.4) (100)
22.5 to less than 32.5 207 - 207
(per cent to total) (100) - (100)
32.5 to less than 42,5 103 21 124
(per cent to total) (8%.3) (16.7) (100)
42,5 and above L3k 83 517
(per cent to total) (84.0) (16.0) (100}
Total 1,074 208 1,282
(Per cent) L (83.9) L (16.1) (100)

of vegetables. 1Lt will be gseen from Table 9'th§t less than four per cent
of the total planted area was fertilized and/df'manured in 1968/69. The
larger slze farms used more fertilizer. The' product/fertlllzer prlce
ratios in case of rice and kenaf the two maJor crops, dlscouraged use of
fertlllzer at the present level of farm technology. Provided there is a
broven economic advantage in fertilizer application, the Cocperative -
could also supply fertilizer to ﬁembefs at competltlve rates. The Co-
operative hasbnot yet considered taking up the supply of 1mproved farm

inputs to members as part of its regular functlons.

TABLE 9
USE OF FERTILIZER AND MANURE,(1968/69)

Total area (rai)

. . Manured Per cent Per cent . Per cent.
Farm size ‘. Planted Manured Fer- and fer- of Col. of Col. of Col.

(rai) Do » tilized tilized (3) to (4) to (5) to
. Col. (2) Col. (2) €ol, (2)°
&) (2) (3> (W) (% (&) D] (8)
2.5 to less than 12.5 14,779 21 826 - 0.k 17.3 -
12.5 to less than 22.5 2,278 -. - T, - e - - -
22.5 to less than 32.5 .2,976 186 - - . 6.3 - -
32,5 to less than 42.5 2,594 21 10 10 . 0.8 0.4 Oo.k
42,5 and above . 18,531 5. 21 - . 0.2 0.1 -
" Total 31,158 28% . 858 .+ 10
(Per cent) . ' L (0.8) (2.7) (0.3)
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Scil fertility experiments conducted in Changwat Chaiyaphom on local
kenaf varieties in 1968 revealed that a N: P, 0, : K,
plied in the ratio of 25:0:0 gave the highest additional return of 293

¢ fertilizer ap-

baht for each 109 baht spent on the treatment. The yield per hectare
was, however, highest with 50:75:50 treatment but the retvrn per 100 baht
spent on treatment was only 263 baht. These experiments indicate the
potential gain which is possible through right type of fertilization in

kenaf .

The survey of retting facilities available to the cooperators in-
dicated (Table 10) that there is a close relationship between the dis-
tance of the retting facility and the quality of kenaf retted. Only
about five per cent of the retted fibre was reported as good guality.
All good fibre was produced on farms which had retting facilities within
five kilometres of the farm. The largest quantity of good guality fibre
(61.3%) was produced on farms which had retting facility within, one kilo-~
metre. Out of a total of 1,282 cooperators in the Amphoe, only 62 or
less than five per cent produced good quality fibre. Two-thirds of the
(62) farms had retting facilities within one kilometre. Although about
76% of all kenaf was retted within five kilometres, yet the good gquality
fibre was only about. five per cent. This suggests that besides nearness
of the retting facility, other factors, such as nature of facility
(river, pond, etc.) and gquantity of water in relation to quantity of

kenaf also affect the quality of retted kenaf.

TABLE 10
DISTANCE OF FACILITY AND QUALITY OF RETTED KENAF (1968/69)

Quantity retted in 10 kg i

Per cent of Number of
Distance of . Total Per cent _  Good Per cent Col. (&) to farmers re-
retting water quality col, (2} porting gocod
(km) . . quality
(&) 2) (3) (4 (s) (6) 7
Up tco 1 88,302 " 6h.o 3,927 61.3 " h.5 L4
2 - 5 15, 358 1.2 2,480 38,7 16.2 21
6 - 9 16,433 12,0 - - - -
10 - 15 16,536 T 12.1 - - - -
Total 136, 62G 100 C 6,407 100 . 4,7 62

*
FAO, UNDP/SF (1966).—So0il fertility research prcject in Thailand. Technical Report
No. 2 p. 54. (Bangkok.)
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Ar analysis of different sizes of farms in relatior to the distance
of retting facility (Table 11) indicates that, on the whole, the larger
farms have better'retfing facilities. In the group '42.5 rais and abtovel!,
about 60% of the members reported retting faéility within five kilometres,
vhereas the percentage for smaller farms was lower with the exception of
the '2.5 to less than 12.5 rais' group where 75% of the farmers had ret-
ting facilities within 5 kilometres. Only the largest farms '32.5 rais
and above'! had to use retting facilities as far away as 10 to 15 kilo-
metres, On the whole, about 44% of the farmers had retting facilities
within one kilometre and another 16% within between two and five kilo-

metres. No farmer travelled wmore than 15 kilometres to rett his kenaf.

TABLE 11
DISTANCE OF RETTING FACILITY (1968/69)

Farm size ' Number of reports on distance of facility in km
(rai) Up to 1 2 -5 6 -9 10 - 15 Total in
_ the group
2.5 to less than 42.5 ' 124 62 - - l 248
(per cent to total) . (50.0) (2.5) - - . (n00).
12.5 to less than 22.5 62. kA 21 - .. 186
{(per cent to total) (33.3) (22.0) (11.3) - T(160)
22.5 tec less than 32.5 ‘ 44 62 EE - o :'207
(per cent tc total) . (19.8) (30.0) - : - e (100)
32.5 to less than k2.5 41 21 - - 21 12k
(per cent to total) (33.1) (16.9) - (16.9) (100)
42.5 and above 289 T oq - 44 24 ' : 517
(per cent to total) - (55.9) (4.1) (7.9) (&) {100)
Total - 557 207 62 2 1,282
(Per cent) - (43.5) - (16.1) h.8) - (3.2) - (100)

No estimates could be'madé of the quantities of kenaf retted in gif-
ferent types of retting facility by farmers in various farm size groups.
The difficulty is that many farmers used more than one type of facility
and could not give independént estimates. It will be seen from Table 12
that, in every farm size group, the farmers used more than omne type of
retting facility., It is not, however, possible on the basis of this an-
alysis to estimate the number of farmers who used more than one type of
retting facility. Gn'ah'average, nearly one-fourth of the ccoperators

had their own pond and another one-fourth retted in a lake or a dommunity

18



TLBLT 42

TYPE CF RETTING FACILITY AVAILABLE (11958/69)

. Number -of farmers reporting retting in
Farm size

Own pond ifeighbour's Lake or River Total in

(rai) .
pond community the grcup
’ pond B
2.5 to le¢ss than 12.5 62 S ' 44 - 62 248
(per cent tp total) ’ (25.0) - (16.5) (25.0) (100)
12.5 to less than 22.5 4 - 4 62 =)
(per cent to total) (22.0) - - (22.0) (33.3) (100}
22.5 to less than 32.5 21 ‘ 62 [ 21 207
(per cent to total (1c.1) (29.9) (19.8) (10.1) (100)
32,5 to less than 42.5 L1 ‘ - 62 21 124
‘{per cent tc total) (3%3.1) - (50.0) (16.9) (100>
42,5 and above 165 21 145 83 517
(per cent to total) (31.9) (L. (28.0) (15.9) (100)
Total 331 83 330 24g 1,282
(Per cent) (25.8) (6.5) (25.8) (19.3) (100)

facility. About one-fifth used the running water of a river. ¥ith the
current facilities, the farmers reported production of only five per cent
good quality fibre. It is evident that the current retting facilities
are inadequate for producing high quality kenaf fibre. Provision of
improved retting facilities will be administratively and financially
difficult for the Cooperative to undertake, but there is a great potential
for the Government to divert its attention te this kind of development
effort. Some scattered attempts to provide retting facilities have been
made by Government and private organizations, but the impact so far has
been insignificant. According to omne estimate,* the comnstruction cost

of an improved type "B" b-tank retting centre with soil cement lining

ig 24,800 baht if farmers provide self-help labour. The full cost is,
however, 34,000 baht. It is estimated that, in each six-month scason,
the stalks from 120 rais of kenaf can be retted in a six—~tank centre.

One such centre occupies an area of 25 by 6 metres.

* X ’
"Improved kenaf retting tanks for North-east Thailand® by Erwin J. Shelton, ysoM/Thailand,
Bangkok, 1969.
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The data analysed in this chapter bring to light some ingortant
characteristics of a kenaf farmer who is also a member of the Cooperative
Societys Farmers left large areas of owned farm land uncultivated in
1968/69. The areé of owned land was much larger than the total area cul-
tivated under ell crops. 0f the total area planted in 1968/69, 45% was
upland and little was under irrigation. Although about 86% of total -
planted area was owned, the ownership ratio was lower on smaller farms.
Members cultivating 42.5 rais or wmore shared 60% of the total planted
area. Cultivation on"kinship' basis was fairly coummon (10% of planted
area) among the kenaf growers. The International kenaf prices caused
serioﬁs contraction in the area planted with kenaf. Between 1967/6€ and
1968/69, nearly 63% or 121,000 rais were withdrawn from kemaf cultivation
and left idle in the absence of economically substitutable crops. One
can imaginelthe extent of loss in cash earnings to the kenaf growers
during these two gucceeding years; Nearly 84% of the members used their
own kenaf seed. No one could obtain inmproved seed. Hardly four per cent
of area pléﬁtéd with all types of crops was manured and/or fertilized.
Nearly 60% of the mgﬁbers had some kind of facility to rett fibre within
five kilometres ofl££eir-farms. Only about 26% had their own ponds for
retting., The proportiocon of members owning ponds was higher in 1argér
size farm groups. Members reported only about five per cent:of the ret-
ted fibre as being of 'good! quality. Less than five per cent of the
members produced good quality fibre., All the good quality fibre was pro-
duced by those who héd retting facility upto five kilometres. However,
not all fibres retted within five kilometres were considered to be of

good quality.

IVv. MABEETING ¥KENAF AT FARM LEVEL

Under the by-law of the Agricultural Products Marketing Coopera-
tive, Ltd., all members must market their kenaf through ‘the Cooperative.
This chapter presents an analysis of survey data regarding the guantity
of kenaf fibre marketed by the cooperators per farm and per rai, thrsugh

varicus marketing c¢hannels and at various places.

It will be seen from Table 13 that, from the point of quantity of
kenaf warketed, 1968/69 was a poor agricultural year. The meximun
quantity was sold in the year 1966/67 when world market prices were at
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TABLE 13
QUALITY OF KENAF SCLL DURING THE PERIOD 1966/67 TO 1968/69
(Quantity in 10 kg)

. Quantity sold (total) Quantity sold (mixed)

Farm size . - [

(rai) 1968-69 1967-68 1966--67 1968-69 196768 1966~67

2.5 to less than 12.5 15,709 22,266 80,737 15,709 32,266 80,737
{per cent of mixed) (100) {100) (100}
12.5 to less than 22.5 16,019 26,726 35,470 16,019 26,726 35,470
(per cent of mixed) (100) {100) (100)
22.5 to less than 32.5 18,107 36,152 37,413 18,107 36,152 37,413
{per cent of mixed) (100) (100 (100
%2,5 to less than 42.5 19,326 28,9%8 39,273 ' 19,326 28,938 29,27%
(per cent of mixed) (100) (100) (1007
Lo.s and above 76,810 166,910 47,026 76,810 165,877 142,892
(per cent of mixed) (1003 (99.4) (97.2)
Total 145,972 290,992 339,919 145,971 289,959 335,785
(Per cent) ) (100) (99.6) (98.8)

tholr  igher? and the minimum in 1968/69 when the pric were at

es
1966/67 and

1968/69, the cooperaters in the '2.5 to less than 12.5 rais? group sold

i
sbou’ their lowest. It is evident from the table that, in

2%.8 and 10.8% of the total sales while, during the same period, the co--
operators in the 42,5 rais and above! group sold 43%.3 and 52.6% respecti-
velve. 1t is clear, therefore, that the operators of small farms did hei~
ter in the year of high prices by sellirg proporticnately more kennf thru
did the operators of large siue farms., The major pertion of sales in
2668/69 was contributed by the large farws when the international kenaf
prices were low, If production per rai did not change very much during
the period 1556/67 and 19€8/69, it can be safely conciuded that the
operators of small farms withdrew relatively larger areas out of kenal
cultivation than the operators of large farms. This higher degree of
inflexibility was perhaps caused by bigh overhead costs involved in
iarger size farms, which makes gquiek shifts in cropping pattern rather

difficuit.

Another interegiing aspect c¢f farm sales is the fact that nearly
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fter retting, a betch con bave different grades of kenaf fibre.
but the cooperators Adid not care to grade their produce. Only in the

r2 farm size group ‘42.5 rals aud above', was 2 negligible proporticr
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of kenaf fibre graded in some manner. However negligible the proportion
of graded kenaf, it is very interesting to note that the 1arge t propor-
tion was graded in the year 1966/67. This leads to the conclusion that,
givenn the incentive of hlgher prlces, the farmers, at least the bulk
producers, pay greater attentlon to the guality of fibre produced. Sone
agricultural economists working in thenorth-eastern region believe that
the present wmarketing institutions do not pass the benefit of grade pre-
‘miums onto the producer. This is esﬁecially true for farmers who have
relatively small quantities as marketable éurplus, Farmers with large
quantities to sell can have direct contact with kenaf balers or whole-

sale dealers and thus manrage to get better prices for higher grades.*

It will be observed from Table 14 that, on the small farms of 12.5
to less than 12.5 rais', the sales per faru dropped at the fastest rate
during the period 1966/67 to 1968/69. The rate was slowest at the.
largest farms. On an average, sales per farm were 2,450 kg in 1966/67
against 1,140 kg in 1968/69. The table further shows that sales per. rai
of .area planted with kenaf were also higher in .1966/67 (220 kg) against
that of 1568/69 (200 kg). Sales per rai were lowest (16C kg) in 1967/68.
Sales per farm; on an average, were higher when the average kenaf prices

were also higher.

TABLE 14
QUANTITY OF KENAF SOLD PER FARM AND PER RAI
(Quantity in 10 kg)

Farm size Quantity sold per farm Quantity sold per rail

(rai) 68-69 . 67-68 66-67 68-69 67-68 66-67

2.5 to less than 12,5 6% 130 226 19 16 28
12.5 to less than 22.5 86 144 191 22 21 20
22.5 tc less than 32.5 87 175 181 23 29 23
32.5 to less than 42.5 156 233 347 24 35 23
42.5 and above 149 323 - 284 17 13 17
Cverall average 114 227 265 20 16 22

The following will illustrate price differentials between grades of kenaf fibre:

1969 1966
Grade f.o.b. £ (Bangkok) ¢.i.f. £ (London) Remarks
A 72.15.0 97,05.0 _Price quoted are average
B 72. 0.0 90.15.0 ‘monthly prices for March and
c 62,05.0 ?77.10.0 April in £ per long tonne.
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The village desier forms the most important Ilink in the warkeiiug

of kenaf,

(Table 15).

evern for thosz farmers who are menbers osf ths Cooperative

In the year 1963/6G, nearly three—fourths of the kenaf fibre

was sold to the village dealer; and about nine per cent to the Amphoe

dealer.

same person when the farmer lived in

farmer in

53% to village dealers.

inciudes 1

be

identified as village or Amphec dealers.

In some cases, the Amphoe dealer and the village dealer was the
) g

the Awphoe willage. Surprisingly,

than 12.5 rais!?

to

scid only

tOthers!

the small size group, '2.5 to less

They sold as much as 39% 'others!t.
elatives, friends, nearby jute mills or agents who could not

Although there were five

baling centres in Awmphoe Chatturat, lititle more than 24 of 4cnaf fibre

was directly sold te balers.

an important role betwgen the kenaf producer and the baler.

This indicates that the niddleman playgs

It was

hypothesized earlier in this chapter that operators of large farms can

manage to
direct to
operators

operators

get better prices for itheir fibre because they manage to sell

kenaf balers or wholesalers. Table 15 confirms that only
the '42.5

did not sell

in rais and above! group sold to balers. The co-

to Changwat dealers or to the Cooperative Socievy.

This analysis indicates that the members of the Cooperative Scciety find

it more convenient to sell their kenaf to the next door village

dealer.,

Under such circumstaences, the Cooperative faces tough competition from

TABLE 15
WARKETING CHANNELS AND QUANTITIZS SOLD IN 1968/69
(Quantity in 10 kg)

Quantity sold to

Farm size

(rai)d Village Amphoe Baler Qthers Total
dealer dealer :

2.5 tc less than 12.5 7,028 1,034 ~ 5,168 13,230
(per cent to total) (53.1) (7.8) - (39.1) (100)
12.5 to less than 22.5 15,813 1,757 - - 17,570
(per cent to total) (90.0) (10.0) - - (100)
22.5 to less than 32.5 8,805 - - - 8,805
(per cent to total) (100) - - - (1002
32.5 to less than 42.5 13,746 4,134 - - 17,880
(per cent to total {(76.9) (23.1) - - (100)
42,5 and above 46,094 L, 43L 2,511 14, 469 67,508
(per cent to total) (68.3) (6.1) (L,2) (21.4) {1065
Total 91,486 11,059 2,811 19,637 124,993

(Fer cent) (7%2.2) (2.7) (2.2) (15.7) (100)
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private village dealers. Cooperators' views on selling to .the Coopera-
tive will be discussed later -in this study. Of course, the very low
level of kenaf production in the. year -1568/69 could be one important
reason for selling to the nearby dealer and not to the Cooperative
Society. The fact that the Cooperative did not grant loans in 1965/49
due to declining pr%?eg also explains why the members did not sell to

the Coopérative.

- A partial answer to the situation observed in previous paragraph
is found in Tabie 16. The ccoperators sold 77% of the fibre at their -
residences. It was noted earlier in Table }S‘that viilage dealers
bought about 73% of faruers' prod@ée,t It is clear, therefore, that most
of the dealers went to individu31 féfmxhouéés to purchase kernaf and pro-
vided transport from farms to dssembiing centre. Xven those wmembers who
cultivated large areas sold at least three~fourths of their fibre at
their residences, mostly to village dealers. Nearness of the buyer
played an important role in the selection of the marketing channel.
This was perhaps an important factor whioh went against selling fibre
te the Cooperative. It came out in the discussion with the Maragement
Committee that the Cooperative had no .transport facility to collect
kenaf from wmembers' resgidences. The management is convinced that the
scale of ‘operation would be significantly enlarged if the Cooperative
had funds to own a motor truck to collect fibre from farms/residences.

TABLE 16

QUANTITY OF KENAF "SOLD AT" (PLACES) 1968/69
(Quantity in 10 kg):

Farm size - Sold at
] o2 Total Per cent
(rai) i Home Village Amphoe Others
2.5 t6 less than 12.5 7,028 - 1,034 - 5,167 13,229 10.6
(per. cent to total) -.(53.1) - : (7.8) (39.1) (100)
12.5 to less than 22,5 16,639 620 310 17,569 14,1
(per cent to total) = (on,7?) (3.5) “(1.8)" - (100)
22.5 to less than 32,5 8,805 . - ' - 8,805 - 740
(per cent to total) - (100) - - (100)
22.5 to less than L42.5 13,746 - B SN 47,880 14,3
(per cent’ to total) (76.9)- L w o (23.1) (100) -
42,5 and ebove 50,228 - 9,012 8,268 67,508 54.0
(per cent to tctal) © (74.5) . (13,3) (12.2) (100)
Total 96, 446 620 14,490 13,435 124,991 100
(Per cent) (77.2) €0.5) (11.6) (10.8) (100)
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Wearly 12% of the fibre was sold at Aunphoe towns and 1i% at various
other places. It is most likely that 9% of the fibre sold tc Amphoe
dealers {Table 15) was sold at Amphoe towns. More than half of the total
fibre sales originated on the largest farms. The suallest farms con-
tributed about 11% to total sales. On thesc farms, relatively suall

portions were sold at home or farm,

It can be concluded from the analysis presented in this chapter
that the members did not grade their fibre before selling.f In 1966/67
when prices were very high, only members with the largest size farms
graded about three per cent of the total guantity sold. Hearly three-
fourths of the fibre was sold to village dealers in 1968/69. Oniy 2.3%%
was sold direct to balers., lemnbers did not sell to the Cooperative.
Even in the presence of the credit and marketing cooperative, private
dealers took away the lion's share of the narket. More than half of the
quantity sold was supplied by the operators of the largest farms. The
snallegt farms only contributed about 11%. Jperators of small farus
withdrew relatively larger areas out of kenaf cultivation than the

operators of large farms as a result of low kenaf prices.

V. AGURICULTURAL CBEDIT TO MEMBERS OF THE COOPERATIVE GOCIETY

This chapter presents an analysis of the amounts borrowed, rates
of interest paid, and sources of agricultural credit availablc to the
cooperators. One would normally assume that Cooperative loans would
have played a significant role in meeting the credit needs of the kenaf

growers, especially those of the cooperators.

It will be seen from Table 17 that, out of 1,282 cooperators, only
455 or 36% reported that they borrowed money during 1968/69. The Co-
operatives were the most important source of credit, as they financed
50% of the borrowers and met 36% of the total c¢redit needs. UHext in
importance were fricends and relatives who financed about 4% of the
credit needs and about 18% of the borrowers. Although about 23% borrowed
from merchants, this source provided only akout nine per cent of total
credit needs. The Lgriculture and Cooperative Bank and 'other'! sources
lent to a very small proportion of borrowers and supplied about ten and

twelve per cent of credit needs respectively. ‘The Agriculture and
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TABLE 17
SOURCE OF FARM CREDIT AND PURPOSE OF LOAN (1968/69)

. .+, Number © Apount . berrowed  for (in baht)
O SRR o ~BO] : ;
S nedl :
uource;ofvcfuélt | members, “¢Papm " Family . Roth . Total Per cent
borrowed
Friends and relatives 83 - 248,031 109,547 357,578 33.8
(per-cent to total) 7 - - (69.4) (30.6) (100) -
Merchants T 103 ' 57,874 12,403 20,669 90,946 8.6
(per cent to total) - (63.6) (13.6) (22.7) (100) -
Cooperatives . 227 32,392 24,803 265,566 382,761 3%6.1
(per cent to toétal) - (24.2) - (6.5) (69.3) (100) -
Agri. and Coop. Bank 21 : =5 - 103,346 103,346 9,8
(per cent to total) - - - (100) (100) -
Other‘ . ] 21 ’124,Q’15 - - 124,015 11.7
(per cent to total) - (100) - - (100) B
Total u55 274,281 285,237 499,129 1,058,646 100
“(Per cent) - “U(25.9)  H27.0) 0 (W7.1Y YT (100) (100)

Cooperative Bank played a ninor role as a suppller of credit to the
members of the uooperatlves. Thls Bank prefers to advance loans direcctly
to farmers, preferably to those who are not members of a cooperative
credit society., It is 1nterest1ng to note that merchants, who normally
play a dominant role in supplying farm Crbdlt in developing econounies,
remained relatively uniaportant. Thls was malnly due to the presence of
the cooperatlvc organlzatloas. The ‘average anmount borrowed by coopera~
tors from friends and relatlvns, merchants, Cooperatives, the AgrluuTture
and Cooperatlve Bank and 'other'bsourues was 4,308, 883, 1 682 k,921

and 5,995 baht respectlvely.

Viewing the matter from snothex angle, the cooperatives took care
of only 36% credit needs of the farmers. The farmers had to deperi
heavily on ocutside sources to meet the remalnlng 64% If the outside
sources also advanced credlt on the understandlng that the farnmer wouid
repaey the loan by selllng kenaf (the only important cash crop) to then
or through themn, then the c00perat1ves had minor cont ol over thé sale
of kenaf and consequently a role in prov1d1ng cred1t at reasonable terus
and in helplng faruers to secure reasonable prlce for kenaf. It was
noted from Table 15 that no farmer sold fibre to the cooperatlves durlng
1960/69 The lending funds of the cooperatlves need to be expanded to

cover a larger proportlon of the farn credit needs. Every year, the
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Cooperative has wmore zpplicants requesting loans than the Cooperative
can manage vo satisfy with‘the limited funds., It will be correet to as-
sume that the other kenaf growers in north-eastern Thailand, where there
are no similar cooperatives, are in a worse situation as they must de-
pend entirely upon outside (non~cooperative) sourccs to meet their cre-
dit needs. Unless the farmers can come out of the clatches oF private
meney lenders in the rural areas, there is littie hope that various
government and semi-government progranmes of socio~econonic devclopment
undertaken ir the north-eastern regioﬁ will achieve the goal of develop-
ment planning. Institutional changes .are indispensable for raising the
income of kenaf producers. Hoth the production and the consumption loans
are important for raising farm income at least in the initial stages of
agricultural development. It will be scen that a little more than 25%
was borrowed specifically for each prodﬁction.andnconsumption. Nearly
47% was for the combined purpose of farm and family. It is clear, there-
fore, that a large portion of borrowed funds - at least half - was spent
to neet householid current expenditure. There is hardly any system of
supervised credit in force in the area to ensure that the production
credit is used to raise farm produétivityo Wearly 64% of the merchants'
credit was meant for farm production, while the cobp@ratives advanced
only 24% for that purpose. It appears that the noney lznders preferred
to lend largely for production purposes'sb that recovery would ke easies
or for some other reason. All the money borrowed from friends andlrela—
tives was for the family or for the family and the farm; no loan was
made for'production oﬁly; In the absence of farm and home plang, it is
impossible cither tc assess credit needs objectively ox %o ensure that

borrowed funds are used for the right purpose.

Table 18 sﬁdws the amounts of money borrowed by thevcooperators at
various rates of interecst from each source. More than half (53%) of the
amount was borrowed at the raté of one per cent interest per montho“
About 29% was interest~free and 156% was borrowed at the monthly rate of
five per c2nt or more. The cooperatives, including the Agriculiure and
Cocperative Bank, supplied 5% of the one per cent credit, while the
rest was shared between friends and relatives and the 'other! sources
of credit. The cooperatives alsc supplied 53% of the interest-free

credit, while the rest was shared between merchants and fricnds and



TABLE 18
MONEY RORROWED AT DIFFERENT INTEREST RAmEs (4968/69)
(1n baht)

Monthly rate of interest rates (1968-69)

Source of credit

More than Totain

0 1 2 3 4 5 P) .

Friends and relatives 124,016 124,016 - - - 6,201 103,346 357,579
(per cent to total) (34.7) (34.7) - - - (1.7) (28.9) (100)

Merchant 20,669 - ~ 12,402 - 33,072 24,803 90,946
(per cent to total) (22.7) - - (13.6) - (36.4) (27.3) (100)

Cooperatives 165,354 217,407 -~ - - - - 382,764
{per cent to total) (43.2) (56.8) - - - - - (100)

Agri. ané Coop. Bank - 103, 346 - - - - - 103, 34¢
(per cent to total) - (100) =~ - - - - (100)

Other - 124,016 - - - - - 124,016
(per cent to total) (100) - - - - - (100)

‘Total -~ 310,039 568,785 -~ 12,402 - 39,273 128,149 1,058,648
(Per cent) (29.3) © (53.4) -  (1.2) - (3.7) (2.4 (100)

relatives. The highest'inturesf-“ate was demanded by merchents and
friends and relat1ves; the former accounted for 35% of the highest

[

1nterest—rate loans.

;t gppearg that 'friendé and relatives?’ aré an important,soupgelﬁfA
credit bothnjorbinexpensive as well.as very expensive credit, .Of the 
total‘amdunt lent by friends and relatiyes, 35% was interest-free, an-
other 35 at one per cent (or 12% per annum) and the remainderA(BO%)
was lent at five per cent or more‘(éf_moré.than 60% per énnum)q Merchuzis
supplied most of, their credit at high iétes,of interest. They supplicd
23% interest-free, 14% at tqfee‘per cent éer montk {or 36% per énnum)i
and about 63% at the high rate of fivé pér cent a month or more., A%t
five per ceat per month, the merchants charged intereét at the aﬂnual
rate of 60%. With the prevailing low rates of retuin in Thai agriculiure
it should be imposeible for the kenaf growers to repay such high--inieres?

loans. This results into chronic indebtedrness and its conseguences,

In an ad hoc survey:like this it is difficult to. guarantee reliabi..
lity of the data collected on such personal matters as the source of
credit, awount, terms, and errears of loans. Table 19 shows the arresr:
of 'loans according to source of credit. Out of 455 borrowers, 310 or

68% reported arrears. They failed to repay the principal and interest
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TABLE 19
ARREARS CF LCAN ACCORDING TO SOURCE OF CREDIT (1368/69)

Number of farmers reporting

Amount in baht

Fer cent Per cent
Source of credit Borrowers Arrears of Col. Rorrowers Arrears of Col.
(37 to (6) to
coel. (2) Col. (7)
(&P (2) (3> (& (s (6) D)
Friends and relatives 8% 62 75 357,578 211,868 59.3
Merchant 103% L1 Lo 90,946 40,307 L3
Cooperatives 227 186 Bz 382,761 285,246 7h.5
fgri. and Ceop. Bank 21 - - 103,346 - -
Cther 21 21 100 124,015 124,015 100
Total 455 310 1,058,640 661,435
(Per cent) (68.2) (62.5)

according to terms and conditions of the loan. OFf the total amount bor-
Both in terwms of the number of

Efter

rowed in 1968/69, 63% was in arreas.
borrowers and the amount, the level of arrears was very high.
‘others' the rate of arrecars was the highest for cooperatives both in
terms of borrowers and the amount borrowed. Although the cooperatives
advanced 100% of credit at the cheapest rate of one per cent per wmonth
or even interest-free; yet, for whatever reason, they miserably '
failed in collecting the principal and the interest on their loams from
the cooperators. The next source of credit with a high rate of arrears
was the 'friends and relatives' with 75 and 59% arrears in terms of bor-
rowers and amount respectively. 'Friends and relatives! advanced nearly
110 thousand baht at the rate of 5% or wore.

212 thousand baht.

The amount of arrzars was
Even if one assumes that all of the high-interest
credit was in arrears, there was nearly an equal amount (192 thousand baht)
in arrears from the low-interest loans. Both in terms of the borrowers
and the amount, the merchants had the lowest rates of arrears, which were
40 and 44% respectively. Assuming that most of the arrears might have
occurred in the high-interest credit, the merchants advanced 5G thousand
baht at the rate of 5% or nmore but the amount of arrears was only 40
thousand ovaht. It car be concluded that the merchants succeeded in re-
covering not only one hundred per cent of the low-rate credit but also
part of the high-interest credit. They proved to be more skilled bankers

than the coaperative organizations. It emerges from this analysis that
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the private bankers.can afford to advance high-interest credit to farmers

because they know how:to recover principal. and interest from them.

It is clear ffom the ‘analysis presented -ih this chapter that, in
the presencé of chperéfivé‘cré&if:organizations, the merchants played
a relatively léss importdnt part in the supply of credit. The coopera=-
tives, including the ‘Bank for Agrictlture and cooperatives, supplied
neariilEG% of borrowed funds. Nearly'half"(47%)féfvﬁﬁe:amoﬁnf was bor-
rowed for the combined purpose of the farm and the family and only about
26% was borrowed in.the name of farm or production loans. The coopera-
tive credit organizations supplied bulk of low-interest credit, while
merchants and the 'friends and relatives' shared the high-interest credit.
Nearly 29% of the total was loaned interest-free. The rates of arrears
were very-high in terms:.of.number of borrowers (68%) and the amount (63%).
The cooperatives wiich advanced most of the credit at one per cent or
interest-free had the hlghest rates of arrears also. The merchants who
provided most of credit at high rates of interest had.low rates of ar-
rears. Merchants provided most of their credit (63%) for farm or pro-
duction purpose. The cooperatives provided only 24% for this specific
purpose. It would appear that most of the merchant-credit is in the
form of loans taken on the promise that the merchant will have the first

claim on the sale proceeds of the agriculturaljproduce.

The Cooperative should reconsider its policy of not granting pro-
duction loans when prices are low in the light of heavy overhead interest
costs it has to pay in order to keep the money it has borrowed for re-
volving ioan fund. Perhaps; the loans should be granted on stricter

security when kenaf prices are expected to be low.

VI. MODEL FOR A VERTICALLY INTEGRAT D COOPERATIVE ORGANIZATION

It is proposed to discuss the economic advantages that might accrue
to the Agricultural Products Marketing Cooperative, Ltd., if it were to
integrate its marketing activities vertically. Vert1ca1 integration in
the context of the Cooperat1ve Society will mean combining activities
such as. collectlon of mixed kenaf from farmers, assembling and pooling
mixed kenaf, sorting it into different grades according to specifications,

cutting, inspection, hackling, boxing, weighing, mechanically pressing,
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roping, labelling, warking and storing or transporting to exporters in
Bangkok to sell at mutually accepteble prices. The present practice of
the Cooperative Society is limited to assembling and pooling mixed kenaf,
sorting it into different grades, cutting, hackling,lroping into loose
baies, and transporting to wholesale uerchants at Bangkok. The Coopera-
tive Society Qhérges between 6 to 8 satang per kilogramme for grading,
loose packing and handling raﬁ'fibre. It has no facility for preséing

graded fibre into exportable bales.

‘A research.project entitled 'Kenaf baling industry in Thailand -
An economi¢ analysis' (Agarwal 1970 cited earlier, p. 43-57) was completed
in February 1970. According to its findings, a capital investment of
859,400 baht is called for in setting up a. one-press baling centre in the
north-eastern region of Thailand. A summary of capital investment and

income is reproduced below:

Summary of capital investment and income

Item . Baht Per cent

Capitsl invegtument costs

Press and foundation 125,000 14.55
Electric motor and fittings | 14,500 1.69
Buildings and furniture 517,500 60 .24
Land - 92,400 10.76
Truck 109,000 12.69
Licence fee 1,000 0.12

Total 859,400 100.00

Operation and maintenance costs {annual)

Labour 202,730 6k .25
Management 18,900 5496
Perishable items 6,000 1.90
Other operating expenses 88,174 27 .87
Total 315,804 100,00

Income (annual) from custon baiigg €00 ,000




For a detsiled explanation of the above and the assumptions made
thereunder; reference may be made to chapter VI, "Costs and returns from
a one-press baling centre" (Agarwal 1970 cited earlier, p. 31-40) in the
above mentiomed research report. A one-press centre will provide services
to grade endhpress.13,440 bales weighing 2,400 metric tons during seven
workfmonthe at eight bales per hour i?van eight-hour work-day. The rates
fof custom baling vere 250 bahit per tonne(lSOvbaht grading + 100 baht
pressing end packiog), Therefore, gross income from custon baling 2,400
tonnes in a season, wag. 600,000 caht. Thls gives an internal rate of
return of 51 62% which weans that, in a little .more than three years
(seasons), the entire investment w111 be recovered from the baling centre.,
On an average,‘there will be.a net annual cash flow (receipts - cxpendi-
ture) ofﬂaboui 284‘toousand baht.

A cooperative society would find it profitable to set up a one=press
baling centre and earn 284 thousand baht annually for ten years with an
initial working capital of 1.02 million bahtf, The profits of the society
would form net eddition to income of the kenaf growers in the north-eastern
region. In the context of regional_sociofeoonomic_development, nothing
could be,more rewarding:than providing finenciel and technical support
to kenaf growers in sefting up cooperative baling centres. With a number
of private baling centres operating in the;region, it should not be dif-
ficult for a cooperative society to hire competent management at the
salaries proposed under the 1tem 'Costs of management and operation'.

The realization of 31.62% return depends, however, on the assumption that
a society will be able to secure enough raw material and bale 2,400

metric tons of fibre in a year. Data collected from the Chatturat Co~
operative Society show that, during the four years, 1964/65 to_1967/68,
the quantlty of kenaf sold by the 8001ety varied between 713 and 1,255
tonnes. It is clear that, to achieve the estimated returns from baling
operationsg, this Society will have to more -than double its present scale
of operations by openiﬁg its baling ooerations to non-members. Further
analysis to test the sensitivity of.the,rate'of_return to a fall in baling

capacity revealed that a 37.5% fall, that ig, baling only 1,500 tonnes

Inltlal capitel or working capital includes the total fixed capital plus half of the
annual operation and maintenance costs in the first year of operation.
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per season, would reduce the rate of return to 15.22% (Agarwal 1970 cited
earlier, p. 64) 'with input prices and custor baling rates remainiag un-

changed.

The Cooperative Society would have financial gain to the additional
cstimated income from custom baling, as added net returns of seven
saténg per kilogramme could be achieved if the Society were to process
its own mixed fibre into exportable bales before transporting it to
Bangkok. The cost of transporting loosely packed bales by road is 17
satang per kllovrammey while, for mechanically pressed bales, it is
only 10 satengs The Scciety would save 70,000 baht on 1, 000 toqnes, a
very significant amount to {orego for a cooperative gsociecty w1th moderate
financial resources. In the light of the financial, material and mana-
gerial facilities now available to the Chafturat Cooperative Society,

a more realistic analysis of the economic and financial effects of

vertical integration is given below,

Based on the results of the previous research study, "Kenaf baling
indus try in Thailand - An economic analysis", it is proposed to expand
the ex1st1ng sortlng—cum—gradlng establlshment of the Cooperative to a
fully equipped kenaf baling centre. Results of field 1nvest1gat10ns
show that all the capltal investment items in a baling centre give
satisfactory service for ten years if kept under good maintenance and
carec. The centre normally operates for seven work—months w1th a work-day
of eight hours. It produces 13,440 bales of standard size weighing

2,400 tonnes during one. season.

R *
Fixed investments

Mechanical presst A light duty, loca11§ nade, mechanically operated
press with 6" shaft can press on an average eight balés per hour. Cost
per press varies between 85,000 and 120, 000 paht depending upon the re-
putation of the manufacturer and also upon the location of the factory.
Yith reasonable care and maintenance, a press can be econouically opera-

ted for a period of ten years. The fixing of the press and the foundation

*
All prices refer tc March/April 1969.
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together cost 5, 000 baht._ A properlj malatalnea press has ‘a good resale

,,,,,,,

value, that is, between 30 and 20 bf the value of a new press.

A KO ¥ HP., 30 Kw Japanese electric motor cOstlﬁg about 9;500 baht
is required to operate the press. The cost of electrlc installation

and materlals 1nclad1ng the sw1tchboard ig 5,006 baht.

Buildings: For efficient management and smooth running of the

one~press baling centre, the buildings required are. described below:-

(a) Baling room: A baling room for housing the press and electric

motor, 20 long x 12 wide x 6 high metres.. Corrugated iron
sheets (C.G.I.) and wooden pillars are used. for walls and roof.
The floor has about a 10 cm thick concrete covering. The
estimated cost of the baling house is 60,000 baht, at 250 baht

2
per m" .

(v) Sortigg,and'cutting;éhed:- A shed for opening bundles, spread-

ing mixed fibre, sorting, cutting rodt and top ends and
hackling; 40 long x 25 wide x 5 high metres with an earth
floor. No walls aresneéded;"theﬁcdrrugated iron sheet roof

ig supported by wooden-pillars. The estimated cost is 100,000
baht, at 100 baht per m>. o

(The Cooperative Society has such a shed. This shed can be
renovated at a cost of 40,000 baht to last for -ten years).

(c) Godown for mixed fibre: To store raw material. OCorrugated

iron sheets are used for wall and roof, with propef arrange-
ment.fof ventilation. The fleer is covered by wooden planks
‘which are about.6 inches above the floor level. The gize is

32 long x 30 wide x 5 high metres. The estimated cost is
216,000 baht, at 225 baht per m2, and capacity about 500 tonnes.
(The Cooperatlve Soclety has a godown of simila¥ descrlptlon. ;
With minor improvements costlng about 20 000 baht, this godowﬁ

can serve for ten years)

(d) Godown for bales: To store‘about 400 tonnes of kenaf. The

material used is corrugated iron sheet for walls and roof
end iron pillars end. structure. The floor is covered by

wooden planks which are about 6 inches above the floor level.
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ThedsiZP is 25 loug .x 15 wide x 7 high netres. Thc stinmated
cost is 84,375 baht,at 225'hﬂﬂ;par-m2, with proper ventilation.

(¢) Office-cum-rcsidence: 12 loang x & wide x & high netres.

The roof is of corrugated cement sheelt and walls of flat
cemeat sheet and other siructures are unade of wood. The
ground fioor is “ﬁ“crute and used Tor the office. The upper
floor p“OVld"“ twe rooms for the manager's residence. The

cost of bei 1d1ng and furnlJure is 15,000 and 10,000 haht

respectively.

(£) Land: A ground plan for the location of buildings is shown

4 on next page. This plan has been pre pared 40 satisfy in-
surance requirements and at the same time to accommodate
buildings in the smellest arca of land. On the basis of
this plen, an area of 4.67 rais (1.87 acres) will Be required
to set up the baling centre. Price of land in the rural
areag of the region variesgs between 10,800 and B0,000‘baht
per rai for building purposes. A4n area of 4467 rais at
20,000 baht per rai will cost §3,400 baht. The Cooperative

. Jociety owas an areca of four réis. It can buy a neighbouring
vacant plot which is about one rai in arca for 30,000 baht.
The land prices irn urban as well as rural areas are glowly
‘rising. It is most likely that at the end of the econonic
life of the centre (ten years), the value of land will have
risen by 30' tc 40% if the present growfﬁ;rétes continue into
the future. In net salvage value conmputation, it has been
assumedlthat there will be 25% appreciation in land value at

the end of ten years.

Cne six-wheeler truck, (load capacity four tonnes locse or six

tonnes baled fibre} to collect mixed fibre frow farms and dealers. The
truck would also be used for transporting bales to customers. The
farmers and dealers exzperience great difficulty in transporiing fibre

to nmarkets where they can gell at higher prices. Farmers hdve to sell
at their houses or tc the viilage dealer tc avoid transportation dif-
ficulties. It is cormon praﬁu&ce “with pr*vate baling cecntres to collect

the' fibre from the farmors. Although not specifically mentioned, the
g & H
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‘Figure 1. One-press kenaf baling centre for the north-
east region of Thailand - ground plan for layout of

buildings.

cost of transport is covered from the price paid to the farnmcr, or from
baliing chargeé.‘ In real terms, therefore, the operation'and naintenance
of the truch would at least be free 1f pot a‘source of additional income.

The cost of 2 Japarcse six-wheeler truck is 109,000 baht,

A licence for establishing a factory uhder. the Factory Act 1969
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Operating ezpenses (for 2,20C tomnes of baled fibre

Labour cost

Man;&ays Saht

i) Unloading loose kenaf froum trucl,

net weight 5,000 kg 1,300 16,500
ii) Stowing in godown ' 1,000 10,000

iii) Spreading, sorting, cutting, hackling

and putting into wooden boxes at 1 bale

per man and 10 baht per men per day 13,450 13k,400
iv) Weighing and narking at 2 persons per day,

at 10 baht per person 420 4,200

v) Pregsing and tieing at 4 persons per day, :

at 10 baht per perscxn 840 S 4400
vi) Stowing bales to godown and piling

at 10 baht per person 1,344 13,440

vii)\ Making ropes to tie bales
- at 2.5 kg per bale = 33,0600 kg
at 100 kg rope per person per day,

at 15 balit per man-day 336 5,040
viii) @ne machine operator for 12 months '
at 800 bakt per wonth 365 9,600
ixj) One truck driver for 12 months
at 600 baht per month _ 265 7,260
x) Onc Boy at 250 baht per menth 365 3,000
Total 19,475 205,280
Less three nonths' salary of driver and boy 180 5,200
Netv total 19,295 202,730

Cost of managenent

i) One manager at 1,500 baht per month
for 12 months 18,000
ii) One clerk-cum-cashier at 500 baht per l
nonth for 12 months 74200
Total 25,200
Less three months' salary -
of manager and clerk 5,300
Het total 18,900 15,500




c)

d)

Operating expenses - continued

Perishable items

e

ii)
iii)

iv)

Cutting knives 50
Hackliﬁg boards 30
Cutting logs 3G
Wooden boxes 60
Total

Other operating costs

i)

ii)

Total operating and maintenance costs (annual)

Electricity at 20 baht per hour
for 7 nonths at 3 hours per day

Insurance® for one year against fire
baling house at 8%

godown for mixed fibre at 6%

godown for bales at 3%

Cost of renewal of registration
for operation under the
Factory Act 196G

Cost of maintenance”

press at 10% of 120,000 baht
electric motor at 5% of 10,000 baht
building at 1% of 485,375 baht
triek:

Total

Het salvage value at the end of 10 years

press at 20%

electric motor at 10%
building at 15%

truck at 10%

land at 125%

Total

Baht Daht
1,000 |
5,060

1,000

1,000
6,000 6,000

33,500

16,720
11,000
6,000

500

12,000
500
4,354
22980
20,354 88,174

315,804

24,000
950
72,856
10,900
116,758

225,465 225,406

*

‘The insurance companies, however, hesitate tc give insurdnce to upcountry baling
centres due tc losses incurred in the past.

+ . . . .
The cost of operation of truck {fuel, lubricatiocn, service, etc.) for twelve months

will be recovered in transportstion charges collected.
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Incone from custom baling (annaal)

The average charges in the region are:

¥

- grading at 1% stg. per kg 27 waht per bale = 150 baht per tonne

- pressing at 10 stg. "™ " = 18 baht per bale = 160 baht per tonne
Total = 250 baht per tonrne

k3

Therefore, charges for 2,400 tonnes = 600,000 bah

L

e

Summary of capnital ianvestment and incone

Iten Baht rer cent

-

Capital investwment costs

press and foundation 125,000 15.09
electric ﬁotor and fittings 14,500 1.75
buildings and furniture 485,374 58400
land 93,400 11.28
truck 106,000 1315
licence fee 1,000 0.12

Total 328,275 166 .00

Operation and maintenance costs (annnal}

labour - 202,730 6k .25
wmanagenent : 18,900 5499
perishable items _ 6,000 1490
other operating expenses | 88,174 é?;S?H
Total 315,804 100 .60

_Income {anaual) 500,000

Rate-df return on capital investuent

o

An x per cent intermal rate of return means that the baling centre,
over its 1ife, will have generated snough surplué over itg current costis
(1) to replace the original investment and (2) in addition, to have
ecaraed an ¥ per ecent return, compounded. This financial weasure provides
a scientific basis for the entreprenéur in deciding the relative pro-

fitability or otherwise of his prospective capital investuent in a kenaf
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baling centre. A summary of the capital investuent cecsts, aznual
operating and maintenance costs, and‘annual earnings from custen taling
has already bcen given. 'A fixed investment of &23,000 baht is required
for setting up a baling centre. The most expensive item is buildings
and furniture which accounts for about 59% of the cost. The nechanical
press costs only 15% and land takes up about 11%. For sumcoth running

of the centre, an amount of 315,804 baht is required to neet annual
operation and maintenance costs. Operation of a baling centre is highly
labour-intensive, becausc labour cost takes away nearly 54% of the total
operation and maintenance cost. Management costs only about 6%. DBased
on these estimates, the establishment of a baling centre at the present
site of the Cooperative Society would need a working capital of about

one million baht.”

Table 20 shows that, at the end of the economic life of the project
(ten years), the total receipts, disbursements (operation and maintenance
costs) and the net cash flows will amount to 6.23, 3.99 and 2.24 million
baht, respectively. These values are nearly evenly distributed over the
entire life of the centre. Table 21 shows present worth caleculations
and a prospective rate of return‘pf-35.52% on fixed capital investment.
This implies that, in a little less than three years, the entire fixed
capital (after deducting all the operating expenses) can be recovered
fron the baling centre if it opérated at normal capacity and cecllectes
the usuael baling charges, that is, 250 baht per tonne of baled fibre.
The investment is considered very attractive for a vertically integrated

cooperative nmarketing organization handling agricultural raw material.

The Cooperative Society will be able to double its working capital
in six years, provided it is able to process annually about 2,400 tonnes
of fibre and the cost and revenue structures will conform to the assunp-
tion made in this study. The Society would be in an advantageous posi~
tion to énsure larger quantities of raw wmaterial from its over 1,500

nembers if it could provide efficient service. In the year 1956/67

0.828 million baht
0.158 million baht

Fixed capital investment
plus half of the annual operation and maintenance costs

Total 0.986 millicn baht
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T&LBLE 20
ESTI#+TE OF NET CASH FLOWS FROM BALING CENTRE

(ir baht)

Year Receipts Disbursements Net cash flows
1 - ~828,275 -828,275
2 +6C0, 000 ~315, 804 +284,196
3 +600,000 ~-315,804 +284,196
4 +600,000 . ~315, 804 +284, 196
5 +600, 000 ~315, 804 +284,19¢
6 +600, 000 ~315, 804 +284,196
7 +600, 000 _ ~315,804 +284,196
8 +600,000 ~%15, 804 +28L4,196
9 +600,000 -315, 804 +28L4 196
10 +600,000 -315, 804 +28L 196
102 +225, hoed/ - +225, 1406
Totel +6,225,406 -3,986,315 +2,239,001

1/Receipts from net salvage value.

TABLE 21 .
ESTIMGTE OF - IRTERNAL RATE OF RETURN FROW BALING CENTRE
(in bsht)

Year Net cash.flcw 35% factor P.W. 35% 40% factor P.W. 40O%
0 ~828,275 - -828,275 - ~828,275
1 +284,196 0.7407 +210, 504 0.7143 +203,001
2 +284,196 0.5487 +155,938 0.5102 +144,997
3 +284 , 106 0.4064 +115, 497 0.3644 +103, 561
4 +284,196 0.3%011 +085,571 0.2603 +073,976
5 +284, 196 0.2230 +063,376 0.1859 +052,832
6 +284,196 0.1652 +046,949 0.1%28 +037,741
7 +284,196 D.1224 +034, 786 0.09LY +026,970
s +284,196 0.0906 +025,748 0.0678 +019,268
9 +284, 196 0.0671 +019,070 C.0h8Y +013,755

10 +284,196 0.0497 +014,125 . 0.0346 +009,833
40 +225,406 0.0497 +011,203 0.0346 +007,799
+157, 737 ~134,542

Therefore 35 / r [/ 40

ro= 35 15,737
150,279

35.52

v

5) +W., = present worth
internal rate of return

"
"

i
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vhen the fibre prices in the world_ma;kefs were the highest ipwghe.hietory
of the’kenaf trade }anhaiiand, theASeciety had 1,541'ﬁembere‘eea‘they_
cultivated; on an average, 7.2 rais with kenaf . Taking 200 kg per rai
the national average fibre yield, fhe uembers would have produced nearly
2,300 tonnes of kenaf fibre which approaches the 2 400 tonnes plarned
eapacity target for the bal;pg centre. An area of 12 000 rais will need
to be planted with kenaf tedbroduce 2,400 tonnes of flbre. The area
planted with kenaf in Changwat Chalyaphum alone varled between 110 and
397 thousand rais durlng the perlod 1961 and 1966. The area planted
with kenaf in Amphoe Chatturat alone varled between 39 and 129 thousand
rais during 1966/67 to 1968/69

It is not necessary, however, for the Society to confine itself to
processing only the umeumbers' produce. It should be. able to attract non-
nenbers and kenaf dealers whe would like thelr fibre to be processed on
custom ba51s. In this, the Bociety would have to compete with privately
vwned baling ceptres. With efficient handling aﬁd processing fa0111t1es
and the solid support of the members, it shou1d not be difficult to
attract uptc 1,500 tonmes or more of flbre from non-nenbers, This as-
sunes that the mewmbers would bring at least 1,000 tonnes of fibre to
their Cooperatlve oocuatyo This means that the members would have to
plant at least 5,000 rais wlth kenaf and send all their fibre to the_
baling centre for processlng, 1n whlch case only about 3.2 rais would

need to be planted with kenaf by.a nenber .

To secure a 35.2% rate of return on its investment, the Cooperative
Society would need an additional capital investment of 509 thousand baht

as follows:-

Total capital investment required 828,275 baht
Less a) Sorting and cutting shed = 60,000 baht
196,000 baht
63,400 baht

319,400 baht

1

b) Godown for mixed fibre
¢) Land

Total

There, additional capital required.

508,875 baht
508,875 baht
155,000 baht
667,875 baht

Total working capital required in the first year

]

plus
Total
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I will be concludec, therciore, that the sgricultural Producis Movlkoting
Ccoperative, Ltd., would need an additional woerking capital of {.570
nillion baht to *ntugratﬁ its marketing activities vertically. The rate

of return analysis, present@a earlier, sirongly supu>yrts such an in-

&

vestnent in the interest of economic and social uplift of +!
people in the north—east of Thailand. The prefits earmed by the Coonera-—
tive Sociesty through vertical integration would nltinately ke distributed
anong the farmers on a patronage basis. The Socicty already has labour,
sorting, cutting and grading faciiities, besides the solid experience

of about ten years of fibre processing and marketing in the north-east.
However, it has no experience in managing and using a mechanically
operated press to bale kenaf. The survey data indicate that a reasonably
efficient menagement can be hired at the estluat d salaries to take care

of the baling centre.

Although the proposed cooperative baling centre would provide baling
services and not undertake buying and selling of kenaf, yet changes in
kenaf prices would affect the  incone frJz awetom baling. It was neted

[
( pages 8~10)'that higher

Py

from the analysis presented in Chapter Ix
prices induced larger izenaf production as W\li as an increased supply
of raw naterial to the Cooperative. There is always,; however, a ri
of the kenaf prices falling to low levels and thus reducing producti
as well as supply of fibre te baling centre - which would ultimately
cut down the incowe from custon baling. The lowest wholesale average
prices, 1.77 baht per kilegramme, were reported during 1967/68 (Table 3),
yet Amphoe Chatturat stilllproduced 29.2 thousand tonnes of kenaf in
that year. There are five private baling centres in the Anphoe. Asg-
suning that thege centres could have at the most baled 20 thousand tonnes

N
I

of raw flbrc, there would still have been a balance of §9:2 tlhicugand

tonnes whlch is nearly four times the normal capacity of the propose

-

baling centre. It is clear, therefore, that even if the kenaf prices
wvere at the lowest level (they have never reached upto now), the coopera-

tive baling centre would be able to operate at normal capacity and earn

0

the estinated rate of revurn on the investument. If historical statistices
on prodaction ard prices of kenaf in the Amphoe were availaible for the
last ten or wore years, it would be possible to estimate the uiininum

pricé level--which would pernit cperation of the cooperative baling
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centre at normal capacity. If the balirg centre were to operate at

62.5% of its normal capacity the rate of return would still be 15.22%.

In making this recoumendation for vertically ihtégratiag the kenaf
marketlng act1v1t1es of the Cooperatlve Society, due consideration has
been given- to the fact that there exists an excess kenaf baling capacity
in Thailand, because the’ present capacity is enough to bale about 850
thousand tonnes, whereas the target for kenaf production in the second
. development plan is only 50C thousand tonnes. Annual production of kenaf
in Thailand has, however, varied between 181 and 661 thousand tonnes
during the last ten years. Thié situation implies that some baling
centres in the country will not be able to operate at full capacity if

the 500 thougand tonnes level of:productlon continves. There is bound

to be keen coupetition among the baling cent;es to attract the needed
quantities of raw fibre for baling. The Coopérétive Society is in an ad-
vantageous p031t10a to secure at least the menbers' produce. Iy ensur1ng
quality service, grantlng proauctlon loans, and providing transport

fron farm to the ballng cyntre, it can ﬂﬁrtalnly hope to collect about
2,400 tonnes of raw flbrb durlng one . kenaf season. The menmuars and the
non-nempers-alike will be interested in the baling activity of the Co-

operative Society because:

&1)\ The kenaf producers can make a net profit of 7 satang per

kilogramme if their fibre is baled in the producing area itself:

(2) Cost of baling (pressing only) ~2 10" stg. per kg
(b) sSaving in transport = 7 "o
(¢) Gein in price .due to baling = 16 v, W m
Therefore net saving = 7 " S

(2) By. owning baling facilities, the Cooperative Society will pass
on additional prefits, accruing through custoun baliﬁg,_to the menbers.
Alternatively, it can offer higher p;iées to the membérs for their raw
fibre or reduce baling charges thus attracting more business. It wiil
ngt only help to expand business but may also result 1n an inecrease in

the membershxp of the Conperatlve.
(3)-ATne booperatlvefuas already estabiished a reputation for good
and reliable guality grading and this has helped to secure premiun prices

for its graded uroduct fronm dealers in Bangkok. It would not take nuch

N
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time for it to establish its cradit Tor guality baling both in domeshic
and international mavkets. Consegucntly, it would be able to seil i

bales at preniun pricesg and bring additional income to its patrons.

(&) A one-press kenaf baling centre provides employuent for more -
than 19,000 man-days in one season. The Cooperative would give pre-

ference to me mners/put rong for employment at the baling centre.

Developnent of procedures which will ensurc a hlgh gquality of baled
fibre for evport is vital fer the future sconcuic prograsg of the country,
not only fr the peoint of agricultural diversification but alsc for |
regaining the confidence of the overseas importers in the guality of
Thai fibre. Yor equivalent end-use grades, it is understood that Thei
kenaf sells at Towér prices than Pakistani or Iandian jutes A baling
centre operated on cdbyerative princiyies has boetter chances of fulfilling

]

such national expectations than a privately ocwned baling cent
up

5]

e most of

-

rivately owned
Y

&}

72

Laling centrss are under single ownersh family
ownershin. A4 cooperative can guarantes right grade, correct weight,
preper packing and prompt’supply to the eXporiters, because the warketing
activities originating from producer to the exporter will'be all uvnder
its control. The ckances of getting poor or lower quélity grade fibre
baled for export increase when tvhe grading and pressing aré done by two

different firms.

Financing vertically integrated marketing activitieg

At the end of the year 1968/69, the Cooperative had a paid-up share
capital of 184,600 baht and a reserve of 36,950 baht. It was estinated
earlier in .this study that the Cooperative would need an additicnal
working capital of 070 thousand baht to add a mechanical pfossing faci-
lity to its existing mafkéting activities. However, it does not have
funds tc¢ provide this ceonomically sound Service to its meumbers. Uhe

funds will have te cone from external sources.
To strengthen the work of the looperative, the United States Upera-

tiong Mission inm Thailand advanced in carly gixties a locan of 500,000

haht to it. 4 counterpart lsan of 200,000 baht was given by the Hoyal
Governuent. The Cooperative pays twe per cent per annum interest un

these 1oams. PThey fori: the revelving loan fund of the Cooperative,
which charges the wewmbers i2% interest per annun for advancing production

b
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loans of 6-1C months duration. For additicenel financial support whenever

necessary, the Cooperative borrows fron the Department of Credit and
Marketing Cooperatives in the Kinistry of National Devclopment at an
interest rate of four per cent per annum. To strengthen cooperative
activity in the area, it is advisable that 0.6?0 uillion baht be loaned
by the Government at a rate of four per cent per annum for an initial
period spread over tem years. The repaynent can be so scheduled that

the principal and interest will be recovered in ten annual instaltents.

To ensurc proupt repayment, it is suggested that, after deducting
overhead and operational costis frow the gross returms, the repayment of
the loan should receive first priority. If necessary, part of the fixed
assets of Lthe baling centre could be used as security for the Government
loan, The financial records of the Cooperafive would be left open for
Government audit. 'The Government could also nominate, in comsultation
with the Management Committze, one responsible officer to participate

in the pericdical meetings of the Management Committee and the Annual
General Meetings of the Cooperative Society. In the longer—-term in-
terests of the Cooperative, it is alse recommended ‘that the amount of
the annual repayment instalment be modified in the event of an excep-
tionally good or bad kenaf year. The past record shows that the Co-
operative has been very satisfactory in fulfilling obligations to its
creditors. The past financial performance is an indication of the

bugsiness capability of the Cooperative in managing its affairs.

& training and demongtration centre

The proposed baling cenire could alsc be developed.into a regional
cooperative centre to provide training and demonstration in cooperative
organization and management in general and in the production, processing
and marketing of kenaf‘in"particﬁlar; ‘Tc“impfOVE’the“quality’of kenaf
fibre and %o proncte reliabile grading and pressing, it is necessary that
the kenaf producers, dealezrs and Government officials concerned are
brought together for shori-term tfaiming programnes. The proposed centre
would serve as the nucleus for developing cooperative baling centre in-
other provincen (Changwats} «f the ncrth-enst, which depend so heavily

on kenaf for their cash econony. Based on the knowledge gained at this

centre, the dctivitics of private baling ~entres and kenaf dealers could
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al be regulated. The centre could be used
ks

'y variouvs Government agencies involved in

kenaf industry irn the country. For the purposes of such developnent,
the operationel staff of these agencies should move from Banghkok to the

north-eagt, which is the hub of kenaf activity.

In the interest of reliable grading tc be done at the baling
entres, it is necessary that only trained graders be enmployed by Lalers.
The proposed Coopezrative Centre would te an ideal placz for such traiuning.
Periodical training of gquality control officials would be another ino-

portant activity of the Cosperative Centre.

The analysis presented im the previous chapter indicates that it
would be economically and fimancially advisable to 1ntegrabv the market-
ing activities of the Cocperative Society by establlshlng a wechanical
press. The success of the project would, however, depend to a grcat
extent on the cooperation of kenaf producers - Cooperative nmembers and
non-members alike, who would provide raw material to the caling centre.
Bven if the kenaf production level will be high enough to permit normal
capacity operation of most baling centres, the required guantities gup-
plied to the Cocperative would depend upon the advantages or disad-
vantages which the producers think they would derive from their deallngs
with it. To assess their views omn this subject, some randonly sclected
mewbers and non~members in the Ainphoe were interviewed during the farn
survey operations. Their replies to relevant questloqs were tabulated

and the results of the analysis are presented in the following pages.

Farmers' expectations in beconing neunbers of the Cooperative Socicty

The expectations of the farmcrs in beconing nembers of the Coopera-~
tive have wseen ercss tabulated (Table 22) according to the area planted
with izenaf by the individeal farmers. Jutv of total of 1,258 uemsers,

t

a
nearls 89% exnected to Tlorrow moneys 20% expected to get Letbter prices
J / ; Iy >

0

o]

for fibre b 2lling through the Cooperative. Other zxpectations
y QJ .~ Py

although expressed by sueller aumbers, were confidence im the Coopera—

]

tive's handling of iheir affairs, cxpectation that the Cooperative would

[¢€
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TABLE 22
FARMERS' EXPECTATIONS IN BECOMING MENMBERZ OF IHE COOPERATIVE SOCIETY

Number of farmers reporting

Area -planted with kenaf

No Better Confi- = Exten- Total
(rai) answer Credit price dence sive Gther in the
’ ’ : 7" in Coop. advice group
Less than 2.5 21 661 207 62 62 62 703
(per cent to total) . (2.9)  (94.0) = (29.4) - (e.8) (8.8) - -
2.5 to less than 12.5 - 351 62 : 21 62 . 83 434
(per cent to total) - (81.0) (4b4.3) 7 (4:8) (14.3) - -
12.5 to less than 22.5 - 62 24 L4 - 21 62
(per cent to total) - (100)  (33.9) (66.1) - - -
22.5 to less than 32.5 - L 41 41 - - 62
(per cent to total) . (66.1) (66.1) (66.1) - - 62
32.5 to less than 42,5 ~ 214 - 21 - - 21
(per cent to total) - (100) - (100) - - -
Total 21 1 11,137 331 186 124 , 165 1,282
~(Per cent) (0.2) (88.7) (25.8) (1.5) (1.0) - (100>

-

provide extension services on improved farming practices, guch as sup-
plying improved sced, fertvilizer, insecticide, etc., and give advice o
cultural praciices related to field cultivation and fibre retting and

sollestive strength in handling their product and bargaining for price.

Miny nenbers expressed multiple expectations,- that is, they saic
that they joined the Cooperative with more than one expectation. Bageu
o tae popnlation estimates, there were cmly 703 members who planted
less than 2.5 rais with kenaf in the jear 1966/69. The total replies
recelved from thew were, howevér,‘1,0750 It will be seen frow +the table
that 94% of the (703) memherc in the “Less than 2.5 rais" group joined

in the hope of getting loans.

Credit expertation was the highest priority for all except in the
"22.5 teo less than 32.5 reis" group in which only 65% of the pembers
Jjoined for ecredit. Couparing between various area groups, the "22.5 4o
legs thar 32.5 rais” group cnphasized inportance of ‘better price? and
"econfidence in fooperative" im'their expectations, thet is, 66% for eacih.
For the continued success of vhe Cooperative, it would seenm necessary
that the provision of adequaite credit to its nmembers should receive vira<
prioridty in itg policies. Although grading and marketing of kenaf are

equally imvortant, yet nrovision of credit has attracted more members.
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Veasers' satisfaction with vhe Cooperative

o

Before expanding the activitics of the Cooperative to provide baling
gervice, it is alsc necessary to find out if the members feel satisfied
with the working of this institution. For this study, nenbergs? satisfac-
tion was ucasured iu teras of (1) the extent to which a neuber gsold ali
of his kenaf through the Cocperative, (2) obtained adeguate credit,

(3) was satisfied with the quality and facility of grading and (%) was
satisfied with the prices of kenaf received through the Cooperative.
Table 2% indicates that more: than half the total members reported satig-
faction with grading as well as with the prices the Cooperative obtained
for theri. /bout one-third (33.9%) obteined adequats credit whiie only
one-fifth sold g1l kenaf through their Cooperative. This latter fact

is disturbing. It indicates that the Cooperative did not get the full
patronage of its members in terms of kenaf sales. Also, the majority

of the nenbers, that is, 65%, failed to get adequate credite.

He mevber who planted 12.% rais or more with kenaf sold all his
produce through the Cooperative. This implies that producers of swall
guantities of kenaf have greater confidence in the ability of the Co-
operative to sell their produce.' 411 planters of very large arcas,

132.5 to less than 42.5°¢ reported an adequate gunnly of Cocperative
. ragih £

TABLE 23
WEMBERS SATISFACTION WITH THE COOPERATION SOCIETY

Number of members reporting

Lree planted with kenaf A1l kenaf tdequate Satise Satise Total in
(rai) sold to credit factory factory the group
Coop. grading price
Less than 2.5 227 124 310 351 703
(per cent to totsl) (32.3) (17.6) (Lh 1) (k9.9) (100)
2.5 to less than 12.5 44 269 310 269 434
(per cent to total) (9.4) (62.0) (71.4> (62.0) {100)
12.5 to less than 22.5 - - - L1 62
(per cent to total) _ - - - (66.1) (100
22.5 to less than 32.5 - 21 L1 - 62
(per cent *o total) - (3%.9) (66.1) - (100)
32.5 to less than 42.5 - 21 24 2 21
(per cent tc total) - (100) (1083 (103) (100)
Total 268 4325 - 6s2 682 1,282
(Per cent)  (20.9) (%3.9) (53.2) (53.2) (100)
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credit while e very small proportion, about 18% of the smallest area
planters, 'less than 2.5 rais!, reported adequate credit. Although none
of the menmbers of the '32.5 to less thean 42.5 rais!' group sold all .their
kenaf to the Cooperative, yet all of them reported satisfaction with the
grading dorne by the Society. In “he smallest area group, where mcre
members scld all their kenaf through the Cooperative, only Bld reported
satisfaction with the grading. A ginilar conclﬁsicn.holds geod in regard

to satisfaction from prices received through the Cooperative.

in can be concluded that, although on the whole more than half of
the members reported satisfaction with the Cooperative's grading and
the prices received, the proportion of satisfiedrmembers was larger in
the group that planted larger areas with kenaf. Although only one-third
of the total members reported satisfaction with the adequacy of credit,
there were proportionately wore satisfied numbers in the larger planted
area groups than in the smaller planted area groups. There is need to

expand credit and further improve grading and marketing.

Difficulties in seliling kenaf tbrough ﬁhe Cooperative Society

It was noted in the previous section thét only one;fifth of the
members sold zll their raw fibre through the Society. It will be useful
to identify fhe difficulties wﬁich rembers faced in marketing their fibre
through the Cooperative. Table 24 shows the number of members_in each
area group classified by number reporting various kinds of difficulties.
On the whble, about 5% complained oi delay in peyment of the total sale
proceeds of their kenaf. Nearly 407/ thought that theyvreceived_lower
prices by selling through the Cboperative. This is the single wmost im-
portant problen expressed by members. About eleven per cent diéd not
like the Cooperativetsg deducting the unpaid poxrtion of the loén from the
first sale proceed payment made to the members.” learly one-fourth of
the members aisc indicated other difficulties, such as ease in selling
to others and for high itransport charges of the Cooperafive. Nearly"
five per cent did not give any answer, Nearly one-third of the members

experienced no difficulty in selling throughk the Cooperatiﬁe.

* . - > . . . .

Tt was mentioned earlier in this report that the Cooperative pays 75% of the estimated
local value of a member's produce as soon as the fibre is graded. The balance is paid
after the graded fibre is sold in Bangkok.
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TABLE 24 )
DIFFICULTIES IN SELLING KENAF THROUGH THE COOPERATIVE SOCIETY

Number of members reporting

Area planted with kenaf Total Loan de- No
(rai) ‘number duction Delayed Low Other No aiffi-
of from payment price answer culty

members sale

Less than 2.5 ' 703 82 44 33 207 - 186
(per cent to total) (100) (11.8) (58.3) (47.1)  (29.4) - (26.4)
2.5 to less than 12.5 L3y 62 -~ 145 83 L 165
(per cent to total) (100)  (14.3) - (33.4) (19.1) (9.4) (%8.0)
12.5 to less than 22,5 62 - 21 21 24 21 -
(per cent to total) (100) - (33.9) (33.9) (33.9) (33.9) -
22.5 to less than 32.5 62 - - 21 - - L1
(per cent to total) {100) - - (33.9) - - (66.1)
32.5 to less than 42,5 21 - - - - - 21
(per cent to total) (100) - - - - - (100)
Total » 1,282 1435 62 518 311 62 413
(Per cent) (100) (11.3) (4.8) (L0.3) (24.2) (4.8) (32.2)

Only those uembers whe planted smaller areas with kenaf complained
of loan deduction from sale as a difficulty in selling through the Co-
operative, None of the meumhers who planted 12.5 rais cor more with kenc’
envisaged this difficulty. HMcre than half of the members in the 'legs
than 2.5 rais' group considered dclayed payment a difficulty, while non.

in the larger area grcups, ‘2.5 rois and above'! complained about it.

At least one~third in each <f the size groups of upto 32,5 rais complain:’

of lower prices. It will be inferred from the table that members with
smaller areas planted with kerea? had more and varied difficuliies in

marketing through the Cooperative than those vho planted larger areas.

It is clear from the last column of the table that the proportisn
of mewmbers indicating 'neo difficulty! was higher in the larger area
groupss The fact that a great majority of the members of the Cooperativ:
are in the smaller area groups euphasizes the importance of thase groupa
as voters on lmportant peliey issues of the Society. However, those
nembers who planted larger areas can supply larger quantities of rew
material for baling. The Cooperative will need to satisfy its members
that it is in a good position to secure better prices for them than the-
can get by selling individuelly. The daily information about prices

received by the Cooperative for different grades of fibre at Bangkok
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should be posted on the bulletin boards of the Society. The prices re-
ceived by noq-members in local market should be posted side by side, to

bring out the differehce in the two sets of prices.

Not many nembers have complained of loan deduction from sale. It
is, however, in the interest of the Society as well as of its members
to deduct a loan element from the sale proceeds. Mofeover; the loen is
given on the understanding that the member will repay it from his .sales
proceeds. The other serious difficulty expressed by the members was
the high cost of transport from the ferm to the Society. The meubers
felt this, heca;éé.most ﬁfivafe dealers buy fibré at the farm and trans-
port it at their own cost: to market. The members have  a psychological
feeling that they pay a heavy transport cost if they sell through the
Society. The Cooperative does not own a vehicle, but hires oné for the
purpose. It will have to compete with private dealers in providing
transport facilities to its clients. The cost of transport per unit of

product will be lower if the Cooperative owns a motor truck.

Prospects for increase in membership

If the Cooperative decides toiset up a baling plant, it should
ensure steady and adequate supplies of raw material for processing. One
method of expanding supplies will be to attract more kenafl growers to be
members of the Society. To find out‘kenéfwgrﬁéﬁf§4;(nvn=membér§%“vfew@‘
on this subject, growers were randomly selected from two categories:
those who lived iz (1) villages which had some members (Group B) and
(2) villages which'had no members (Group C). The selected growers gave
their views on the ‘types of service which they thought the Cooperative:
should provide and thus make them willing to join. Table 25 preésents
data on-the types of seérvice which the kenaf growers would like the Co-
éperative~f0 provide. Based on the sample, there were 5,057 kenaf
growers in Group B and 6,600 in Group C in the Aumphoe (district)s Due
to multiple choice, however, the total number of replies in Group B was
7,595 and Group C 9,13%0.

One important observation on the table is that as many as 39% of
all replies resulted in 'no answer'. These growers either d¢id not know
about the Cooperative and its éctivities or had little interest in joiﬁQ

ing the Cooperative or perhaps the question may not have been clearly
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TABLE 2%
SERVICES THE COOPERATIVE SHOULD PROVIDE SC THAT THE NON-{/EMBERS WILL JOIN

Number of non-members reporting

Group No Lower Supply Ex-
Total answer Credit interest Trans- Grading of tension Cther
pert inputs advice
Group B 7,595 2,712 2,635 1,240 232 232 77 232 232

(per cent )
to total) (100) (35.7) (34.7) (16.3) (3.1) (3.1) (1.0) (3.1 (3.1)

Group C ' 9,130 3,850 2,200 1,870 220 220 330 220 220
(per cent .
to total) (100) (42.2) (24,1 (20.5) (2.4) (2.4) (3.6) (2.4) (2.4)

Total 16,725 6,562 4,835 3,110 4s2 452 407 4sp2 452
(Per cent)  (100) (39.4) (28.9) (18.6) (2.7 (2.7) (2.4 (2.7 (2.7)

understood. Gf the remaining replies, 29% were interested in e supply
of credit and 18% in a éupply of credit at low interest rates; Other
services such as tramsport, grading, supply of farnm inputs, agricultural
extension advice had low priorities.v Growers in Group B placed relati-
vely higher émphasis on credit, transport, grading, and extension advice
as compared to growers in Group €. The ratio of 'no answer' replies is
higher in Group C because most growers in these villages had not heard

of the Cooperative and knew little about it.

The advantages of Cooperative baling

One neasure of the members' interest in the Cooperative baling
would be their views on the possible advantages which they think they
would derive if their Society were to own a baling plant. The replies.
have been classified in Table 26 accerding to the arca planted with
kenaf. Due to the multiple choice answers, again the total nuumber of
replies is nmore than tﬁe number of members in a particular group. One
interesting observation is that about 44% of the wmewbers had 'no answer!
to give. Again, either they were not sure that there would be any éd—
vantageuin cooperative baling or that they did not understand the ques-—
tion or hesitated to commit thewselves. MNearly 65% thought that the
Cooperative would be able to handle larger quantities of fibre if it
provided baling facilities. Perhaps, they would then be willing to sell
larger quantities through the Cooperafive. Hearly 51% were of the

opinion that the Cooperative would secure higher prices for nmenbers;

ey
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TABLE 26
ADVANTAGES IN COOPERATIVE EBALING

Number of cooperative members reporting

trea planted with kenaf Coop. Lower Storage Relia- Increas- Total
o higher trans- faci- ble Other ed sale No in the

(rai). . N . - ’ £ £ o
price port lity grading of kena answer iroup

cost

Less than 2.5 372 8% 62 21 44 43L 289 - 703
2.5 to less than 12.5 227 21 - 41 41 310 186 h34‘
12.5 to less than 22.5 41 21- - - - 62 21 62
22.5 to less than 32.5 - - - 21 - 21 41 .oz
32.5 to less than 42.5 - - 21 - - - 21 21
. Total 6L 124 83% 83 83 827 558 1,282
(Per cent) (51.4) (9.7). (6.5) (6.5) . (6.5) (64.5) (43.5) (100}

nearly one—tenthlfhoughtvthat baling would lead to a reduction in trans-
port cost. Provision of storage facilities, reliable grading and other
advantages were also mentioned. It wogld appear that a majority of the
members'thought there would be an additional advantage if the Coopera-
tive were to set up a baling plant. The vertically integrated operation
has good chances of securing larger quantities of raw material, because
asbmany as 55% of the members thought that the baling would increase the

volume of cocperative sales.

Mewbers? willingness to buy more shares

Another measure of fhe’members' interest in the Cooperative baling
would be their willingness to raise their share capital in the Coopera-
tive. The assumption is that, unless a member is convinced eof definite
economic gain through Cooperative baling, he will not risk more money .
in raising his share contribution. The wmembers were asked if they would
be willing to buy more shares in the Cooperative and, if so, upio what
extent. Table 27 shows that about 48% of the members gave no answer,
about 3% were not interested in buying wmore shares. Only abcut 48% of .
the menbers showed definite interest in buying more shares. About 23%
were willing to buy an additiomal share upto 100 baht and ancther five
per cent were willing to buy shares worth more than 400 baht; The
authorized value of one share is 100 bakt. This table indicates that,

in case of vressing uneed, the Society can hope to raise its share capital.

A%
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TABLE 27
HMEMBERS' WILLINGNESS TO BUY MORE SHARES

Number of members reporting

Area planted with kenaf Un~ Total
(rai) No willing- Up to 101 baht 301 baht more than in the

answer ness 100 baht ta 200 to k0O 400 baht group

to buy

Less than 2.5 372 24 103 L1 21 62 703
2.5 to less than 12.5 165 - 165- - ~ - 434
12.5 to less than 22.5 21 21 - ~ - . - 62
22.5 to less than 32.5 62 - - - - - o2
32.5 to less than 42.5 - - 21 - - - 21
Total 620 42 289 4 21 o2 1,282

(Per cent) {48.8)  (3.2) . (22.5) (3.2). (1.6) (4.8) (100}

There is a fairly reasonable chance that the baling activity will receive
favourable support from the members. It is interesting to note that
support for raising share capital to more than 100 baht cane only fronm
those menbers who planted the gmallest area, ‘'less than 2.5 rais'. Noae
of the members who planted 2.5 rais or more showed interest in raising
his share capital by wore than 100 baht. The planters of larger areas
seened to have little interest in investing more money in the Socliety's

baling activity.

The main firndings of the data presented in this chapter can now he
summarized. It is clear that as many as nine=tenths of the present
menbers joined the Cooperative in the hope of obtaining credit. However,
only about one-third were satisfied with the adequacy of the credit re-
ceived. The majority of unsatisfied members were these who nlanted
small arcas with kenaf. Although only about one-fourth of the members
Joined the Cooperative in the hope of obtaining betiter prices, yet rnore
than half were satisfied with the grading done and the prices whieh the
Cooperative obtained for them. Although the by .-laws of the Society re-

guire that members should sell their kenaf through the Society, yet only

Jomt

about one-fifth of the wenmbers scld all their kenaf through it. These
were nostly planters of small kenaf areas. The planters of larger kenaf
areas were comparatively better saivisfied with the activities of the

Cooperative.

\,
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lHearly one-third of the members expressed no difficultyin selling
fibre through the Cooperative. However, 40% couplained of receiviog
low prices. About one-feourth thought that they paid high transport

costs and it was easier and more straight-forward to sell to others.

Two-thirds of the weubers thouéht that the Society would be able
to get larger quantities of raw material as a result of baling. Nearly
half of them were of the opinion that‘th! Society would obtain higher
prices as & resw1£ of baling. There is; tnus, a strong indication that
the members will brlng larger quant1*1es of raw material if the Coopera—
tive introduces baling 1ac-1_+ieﬁ~ Nearly half the members showed de-
finite interest in buying additicnel shares of the Cooperative if wmore
capital were needed for setting vp a batlng plant. Interest in buying
additional shares was largely shown by those who planted small areas
with kenaf. It appé&ns_that the need for Cooperative baling is felt

nore urgently by such people.

It can be concluded that the Coopéraﬁive would be able to get wider
support from kenaf producerq in the area if it could expand its loan
fund to cover: a larger number of appllcants, provide credlt at lower
rates of 1nterest than the growers get from other sources,lmprove and
expand grading facilities, provide transport to collect fibre fron farms
or homes and give agricultural extension services including a supply of
improved farm inputs. The sur#ey clearly indicates that many kenaf
growers in the district (Amphoe) have not even heérd about the Coopera-
tlve.v A mcmbershin campaign will be neceésary to educate non-nembers

-

on the activities of the ooc1ety.

VIII. CONCLUDING REMARKS

The emergence of the green revolution especially the production of
rice at self-sufficiency or export level in the major rice importing
countries of Asia and the Far East, and Thailand's increasing trade gap
have afaWn the serious attention of the Governument to the need to diver-
sify agricultural production with special ewmphasis on those products which
have an. export potential. Kenaf hasg, during the last decade, taken an
important place as a foreign exchange earner through exports. Hearly

three~fourths of the produce must be exported as the domestic consumption
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is still rather limited. Dxpansion in production and inprovewment io
fibre guality depend to a great extent on the ccononic incentives that
the kenaf growers foresee iu production, processing and aarketing of
kenaf fitre. Xenaf is a cask crop all of which must be sold, Thus it
is unlike fcod crops, of which a wajor portion is often comsumed on the
farm itself or can be consuned at a later date if the market price is
too unfavourable. An institution such as a multipurpose coopsrative
society would go a long way in increasing production, processing and
marketing efficiency and thus help to meet the national requirenents

of increase in kenaf production and iwprovewent in fibre guvaliiy.

The Agricultural Products Marketing Cooperative, Ltd., is the only
maltipurpose cooperative society in Thailand which provides production
and commodity loans to kenaf growers in the neighbourhood and helps in
grading and marketing their kenaf. The analysis of its performance
during the last five years {(1964/65 to 1968/69) has revealed that both

]

in loan operations and kenaf umarketing the Cocperative has rendered
satisfactory service to its members. This is indicated by the increase
in membership, thc amount of loans sanctiovned, the guantity cf kenaf
graded and sold and pending applications for meubership. The Society

has also gradually built up share capital, a reserve fund and a revolving

loan fund. The incidence of arrears in lcans is lower than ig usually

m

found ipn siwmilar organizations. The Manageucat Comumitiece has been very
cautious and managed the affairs with great capability. The Ccoperative
has built up reputation for reliable grading of fibre and 1its produce

cotmands a premium price from exporters at Bangkol.

Most of the aschievementis of the Ccoperative, however, arc directly
related to the slow but steady trend in the rise of kenaf prices in
international markets during the periocd 1960/61 to 1966/&7. 1955/66 and
1966/67 were the two years when average prices were the highest in the
country. #Following this, the farmers in the Amphoe planted 129 thousand
rais with kenaf in 1967/68 seagon which suddenly dropped tc about 39
thousand rais in 1968/69 when the price expectation was very lLow. This
vhenownenern iilustrates farmers' response 1o prices of aun export cash

i

crop. Not only did the looperative handle the largest gquantity of fibre

duriag 1666/67 but its proportion of higher grade fibre was alsc the

highest. The high price level had a positive effect on the production

-
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of higher guality flbre as well as o tetal nroduction, The namber of
loan applications, loans granted, averageuamount of loan granted per
person and recovery rate alsc inereased with the price level. The maxi-
rum gmount icaned was 1,08% rillion baht in 1966/67. Loan eoperations

of the Cooperative were guided by the level of prices prevailing in
pre-planting months tut the rate of recovery depended upon prices ob-
“ained during post-harvest noeths . The guantity of fibre svpplied by

rembers reached e maximum of 772 tonnes in 1966/67. The provortion of

Grade A fibre was also the highest in that year. High prices led to
not only increase in preduction but alsc to improvement in guality of
fibre.

During 1968/69 when the area planted with kenaf dropped to less
than cne-third, the Cooperative members on an average planted 2%.3 rais
{9.72 acre) under different crops. This is a high average for an opera-
tional production unii by Asian standards; yef the standard of living
of the kenaf producers {iniis north-ecastern region) is said to be the
lowest in Thailand. The nenbers plantéd bnly 46%'ofjthc owned area.
About ten pex cend of land was Gpefated en ‘KinshipFnbréisn The great
potential for dovelcpument o¢f agricultural productiénxié hidden in the
region. The utilization of_cwned'land ﬁaé the.highest Qﬁ the smallest

farms and the lowest on the lergest farms. The analvsis reveals higsh
. R d . B . L]

The great potential can ornly be realized if a team of agriculipral
bechnclogists can succeed in discovering an agricullural enterprisc
whbich is not only physically and economically feasible but also adapizble
to social and cultural environment of the region. The need for a probienm
¢riented research on a teaw basis cannct be overcmphasized as a condition
in the economic and social development of the area. The fact vhat 86%

of the total planted ares was owned is a favourable condition for in-
plementing an agricultural development programme, becausc the benefits

of development will acecrue to land owner farmers and not to the landlords

g 1s the case in wmany countries where the tenancy rate is very high.

fud

Operation of land on souwe kind of ‘kinship! was fairly significant, as

P

ten per cvnt of the total aree was planted on this basis. This is an

@

irndication of

£

ownership of mc

o]

re land area by many farwm families than the

area they can manage =nd operate with the available resources. The
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problem, it appears, is not of shortage but of plenty of land. One pos-
sible explanation for such extensive land holdings is the very Iow fer-
tility, poor supplementary resources especially capital, and virtually
non~-available irrigation facilities in the area. Invariably, lowland
arcas are planted with paddy, almost all of which is at subdsisience
level. The expansica or contraction, naturally takes place in the up-
land arca planted with kenaf. In 1968/69 only about 485 of the total

pilanted area was uplaac.,

Hot cnly was the production of ksumaf highest in 196./0] Lut also
the yield per rai, 210 kilogrammes. 1In the absence of any arrangement

for supply of iluproved kenaf seed, nearly 84% of the members used thelr

©

L

own seed while the remainder bought from merchants. The wse of wanurcs
and fertilizers was negligible. Less than four per cent of the total
lanted area was manured and/cr fertilized. The preporticn of area

fertilized was the highest (18%) on the smallest farms. Distance-wise,
the retting facilities were reasonably adequate for the 1968/69 kenaf
crop. WNearly two-thirds of the fibre was retted within one kilowmetre
of the farm. The distance of retting facilities does imflusnce the
guality of fibre. Not a kilogramme of good fibre was obtained when the
tting facility was six kilometres or more away. Cut of a total
1,28% wmembers, only 02 reported good guality fibre. Only about five

r of the retied fibre was reported of ‘good' guality. Two-~thirds

o

cent
of the 62 had a retting facility within one kilometre. A3l the good

-

guality fikre was produced with a retting facility within five kiiometres,
yet it was only about oune-fifth of the total fibre retied withinp

kilometres. It is clear from this amalysis, therefore, that, besides

nearnegs of the retting facilities, other factors, such as,

ity within five kilometrec.

il
one-fourth of “he members had their own pond for retting. Lzotner

one—fourth retied in a lake or community pond. lHearly one-filth retted

\Jt
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in river. The proportion of menmbers owning rettingvponds_was higher

in larger size farm groups. To improve the quality of retted fibre,

it is necessary for improved retting tanks. to be constructed in each
major kenaf-producing area in numbers to match the area planted with
kenaf . These tanks could be so located that the users would not have
to travel more than five kilometres to reach them -~ the nearer the bet-
ter. The available retting facilities would be rather linmited in a

good - kenaf season.

An analysis:of the quantities sold by the cooperators during the
years 1966/67, 1967/68 and 1968/69 revealed that, in all these years,
nearly all nembers sold their entire produce as nixed loose fibre, that
is, ‘without grading. ‘The only exception was the '42.5 rais and above!'-
group in ‘which about a kalf per cent of fibre was graded in 1967/628 and
about three per cent in 1966/67. It is clear,  therefore, that in the
event of high fibre prices, only producers of large quantities attenpted
tc grade some negligible proportions of their produce. The rising price
level ‘did enccurage ‘farmers to grade their produce. As a result of
sharp decline in kenaf prices, the operators of small farms withdrew
relatively larger areas out 'of kenaf cultivation than did“the operators
of large farms. On an averagé, kenaf sales per farm dropped from 2,450
kg in 1966/67 to 1,140 kg in 1968/69. Nearly three-fourths of kenaf
fibre was sold to village dealers by the cooperators. This confirms
that the private dealers continue to occupy a dominant place in the
marketing of kenaf fibre. Although’'there were five private baling
centres in Amphoe Chatturat, yet only about two per cent was sold to
theu. Only members with the largest farms sold about four per cent of
their sales to balers. It is clear that the Cooperative faces tough
competition from the village dealers. One reason why nermbers sold three-
fourths to village dealers is that they managed to sell as uuch as 73%
at the farm houses. It is common practice with village dealers te¢ buy.
fibre at farm houses and transport it to an.assembling centre or their
shops. The farmers find it difficult tc transport their small weekly
or moenthly harvests to warket places. ~In the absence of good transport,
nearness of buyer to tae farm was an important consideration in the
choice of the warketing channel. More than half the total quantity sold
originated on the largest size farms. The émallest size farns contri-

buted only about 11%.
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The Cooperatlve did not grant loans during the year 1962 /69 because

o

of the expected decline in fibre prices., The cooperators had to dopen
upon other sources for production {farm) as well as comsumption (fanily)
loans. Other cooperative organizations met 36% of the credit while 3L%
was supplied by friends and relatives. Merchants, usually a wmajor source
of agricultural credit, supplied only nine per cent. Only about ope-
fourth of the credit was specifically taken for production farm) PuUTr—
poses. Nearly 47% was borrowed for the combined purpose of production
and consumption. Cooperatives granted only 24% of their credit for pro-
duction; while the merchants granted 6493, Nearly 70% of 'friends and
relatives! credit was granted for consunmption or family nceds. The
cooperators obtained aearly 835 of the total credit.at an annual interest
rate of 12% or less. They horrowed about 124 at the high interest rates
of 60% per annum or more. With the preveiling low rates of return in
Thai agriculture, it would be impossible for the kenaf farmers to repay
such high intercst loars. On the whole, the cost cf crcdit was not sco
high as could be expected. The cooperative organizations supplied 100%

of their eredit at 12% per annum or lesg. All of the high interest

rate credit wes supplied by friends and relatives or by the merchants.
The total amount borrowed by the members  in 1968/69 was 1.059 nmillion
baht. It was noted earlier that in 1956/67 the Cooperative loaned 1.083
million baht slightly more than the total money the menbers borrowed

from all sources in 1968/69. The credit needs of kenaf growers werec
directly related tc the expected price level during the post harvest

nonths .

July about 35% of the members reported that they borrowed noney
during 1968/69. Nearly 6G% of the borrowers reported arrears. Sixty-
three per cent of borrowed funds werc in arrears. Both in terns of
nunmber of borrowers and the aﬁount, the ratcas of arrcars were highest for
cooperative credit, and lowest for merchant credit. This vas in gpive
of the fact that all cooperative credit was given af very low rates of
interest but wuch of it for fanily consumption while nearly 77% of
nerchant credit was given at higher intuvest rates of 56% per annun or
rore, but 63% for farn purpsscs. The merchants nust have gone kind of
built-in supervisior or compulsion which ensures high loan recovery

against that of the cooperatives. Provision of agricultvural credit at



~sasonable interest rotes wmust insure that such credit has first claim
on repayment. Alternatively, the 1nst1tut10na1 credlt ShOuld be able
to meet the total credit needs of he members who should De prohi%ited
from horrowing from other sources. This approach is necgssary if the
farmers are to be taken out of the clutches of private‘moneymlenders
and thus freed from chronlc indebtedness. Development of éuitable pro-
dvction, credit end marketing institutiocns is indispensable for raising

the income levels of kenaf producers.

One approach towards institutional developuent, as exawmined in th*s
study,'is to integrate existing activities of the Cooperavive verticaily
by setting‘up a kenaf baling centre. It emerges from the analysié DI O-
sented in Chapter VI, 'Model for a vertically integrated Cooperative
organization® that, with an additional working capital of 0.670_mi@1i0n
baht, the Cooperative could set up a2 baling centre which would prbvide
ar internal rate of 35.2% on a total fixed capital investment of 0.828
miliion baht. By most standards, the rate of return is high enough to
justify additional investment. OFf the fixed capital, nearly 59} would
be taken by buildings while the mechanical press would account for 15%.
Begides sueh attractive return, the Cooperative baling activity would
save members seven satang per kilogramme (or 70,00C baht for'l,OOG tonnes
of baled fi&re) on the cost of transport frowm Amphoe Chatturat to Bangkok.
There would be further saving in the labour costs of loading and unlcad~
ing. This would help the Cooperative to attract more fibre and also to
expand membership. The scheme weould uvltimetely ensure the marimum gquan-
tity of fibre (2,00 *omnes) reguired to obtain a return of 3%.2%. On
the basis of its past reputation for reliable grading, the Cconerative
would succeed in securing premium prices in “he Bangkok market, whick is
net very casy for nrlvat@ baling centres to do. If oane assumes that all
kenaf produced in Amphoe Chatturat in the yszar 1966/67, that is, 29.7
thousand tonnes, would have deen waled in Amphoe Chatturat had facilities
been aveilable, since the Jive baling centres can have baled act moxe
than 20 thousand tonnes, theve must have been a balance of ncarly nine
thousend fontes that went out sf the Awmphoe. This indicatés that thered
would be encugh raw material available for the proposed cocperative

baling centre which ig intendecd to bale only 2,400 tennes in one scason.
+

o~ T

hat the chances of wmalpractices in weighking,

¢+
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grading, financial managemsnt, c¢ic., arc less in a cooperative organiza-
tion, sheuld put the Ceoperative in an advantapeous position as ovposed
to private balers. lcrecver, a cone-press baling centre working at full
capacity provides full time employment for more than 15,000 wman-days in
one season, that is, continuous caployment to 90 workers for 210 work-

days.

Past experience of the Ccoperative shows that the production and
supply of mixed fibre increases with the eoxpected increase in kenaf
prices. In a year of very low prices therefore the baling centre wmay
have to operate under-capacity and this would cut down returns. The
rate of return analysis shows that the return would fall tc 15,227 if
the capacity dropped to 62.5%. The lowest average wholesale prices
were reported in 1967/68% Bven these prices called in a supply of 29,2
thousand tonnes of mixed kkenaf fibre in the Amphoe. At this level of
supply; thc Cooperative baling centre would have if it could manage, a
quantity of at least nine thousand tonnes available for baling agairst
only a 2,400 tornes required for normal capacity operation. The possible
low prices, therefore, do not scem to present serious threat to pro-

fitable operation of the baling centre.

A big hurdle in gsetting up a cooperative baling centre is the lack
of finance. Considerable finances will be required to meet the increasecd
demand for production loans and to set up the baling centre. 4t the
end of the year 1968/69, the Cooperative had a paid-up share capital
of 18L,500 bahi/~ and a reserve of 36,950 baht/-. It also had 4L79.6
thousand baht in hand or in the baunk, besides a revolving loan fund of
1.1 millior baht on which it pays two per cent interest to the Gover
ment. Iz 1965/67 the Society advanced 1.083 bhaht asvloans to menbers
and handled the maximum guauwtity of fibre, that is, 772 tonnes. G&Given
favourable international prices and continuing goodwill, the Coonerative
would be able to double the quantity of fibre handled, provided its loan
fund were alisc dqubled. The analysis presented in Chapter II strongly
suggests that ithere is a direct rcolation bhotween the amount lent by the
Society and the quantity of fibre gupplied to it by its members. The
Government, through the Department of Credit and Marketing Cooperatives
or the Bank for Agricultufe and Agriculture Cooperatives, can help to
build uvgp the Society's 10aﬁ fund by providing & lcan of one million baht.
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The past performance of the Society supports the wisdom of grantiag such
a loan becausc the Society has been very cautious in selecting applicants
for loans and in fixing the amount lent to each applicant. The rate of
loan recovery has been high and satisfactery. The Governmenlt may loan
half-a-million baht in the first instance and, if thke dewand for loans
and market conditiocms for fibre justify a larger amcunt, the balance

could be lent at a latex date.

To Strengﬁhen the baling activities of the Ccoperative, additional
finance of C.670 million baht is reguired. The economic analysis in-
dicates that investment in the baling cz2ntre would be advisable on the
basis of arn expected return of 3% .2%. The importance of suck a project
in the economic and social development of the north-eastern region, which
produces about 95% of Thailand's kenaf, cannct be overemphasized. The
Ministry of National Development, which is respongible for the .develop-
ment of agricultural credit and marketing ccoperatives, should seriously
consider helping those cooperatives which are founded on strict business
principles and hold promise for the economic uplift of rural communities.
The Agricultural Products Marketing -Cooperative, Ltd., can put a very
convincing plea for additibnal financial support for setting up a kenaf
baling centre. The loar and baling activities should be considercd to-
gether, as the success of baling will, to a great extent, depend upon
the quantity of raw material supplied by the members and thig is ulti-
mately tied up with the amounts whick the Cooperative can advance to
fulifil agricultural credit needs. To sum up the immediate need ihe
Cocperative is to find 1.17 million baht, 0.67 @illion baht for saling

contre and 0.50 milliqn baht for its loan fund.

In the context of regional economic development in Thailand, the
baling centre could be expanded intoc a regional cooperative centre to
provide training and demonstration in cooperative principles, organiza-
tion and management in gemeral but in production, preocessing and markeb-
ing of kenaf in particular. This centre, if found. successful, could be
the nucleus for developing sinilar cooperative baling centre in other
Changwats of the region. Quality control of baled fibre has beeonme a
seriocus prohlem‘in the expansion of fibre exporis, partly becauvse in-
sufficient attention given by the balers or dealers to the sclection

of suitable (technically qualified) graders. During the months of

6l
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2y bhe ordinary workers are given thoe taglk of

supply
final grading. This situation will he iuproved if the proposed coopera-

tive training centre introduces 2-3 week training programmes for poten-

tial graders and award certificates to those who successfully complete
the training. It will then be necessary to =nsure that the baliang cen-
tres or dealers employ only certified graders. The training of guality
contrel imspectors is equaliy important, for ensuring correct weight

and grade of fibre packed in each bale. The proposed regional ccopera-

tive btraining centre will be an ideal place for on-the-gpot training
cf spection steff in methods of grading, grade idemtification, process
of baling and prescribed procedure of ingpection.

A UMIDO Hission has obhserved that, "the swall capacity cf the

average.baling house is one of the chief causes of 1rrcguLar ity of gua-

lity in parcels sent for export. Some of the »alers appear to have lit-

tle knowledge of fibre quality and some are probably irn the baling Husi-
n¥

ness because it epables them to deal in fibre, often as speculators;

.To improve enforcernent ¢f the guality control the Mission has guggested,

anong other things, twe forms of acticn: punitive and advisory. "Puaitive
acticn would involve, uliimately, the withdrawal of a licence to-operate
as a baler. Advisory action should aim at assisting those balers who

need some advice and guidance in sorting, grading, culbi:

should aim at raising the overall standard of grading.”

been rocommended that the Govermnnment of Thailand should approack the
Urnited Nations for assistance in obtaining the services cf an
the preparation and grading of fibre.

Y .

The repliecs given by non-members indicated that a
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definitely interested in joining the Cooperative, under certaiu condi-

tions. A majority of the rewmainiang 40% did not give any cpiniocn because

]

they dif€ not kmow about the Cooperative and its activities. 4 sepply

)
5

nearly 48% of the kenaf growers to wembership. The remaining gro
o / o BN 2 [he)

»

agricultural credit at reasonable rates of interest could avtract
W

*
“"Report on .the Kenaf Industry in Thailand”, United Nations Industrial Development
Organization, UNIDO/TCD/6 July, 1970, p. 12.

*Ibid, p. 23,
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‘would prefer the Cooperative to provide sérviees, suchk as transport,
grading, supply of farm inputs and agricultural cxtension advice. The
members, on the other hand, saw definite advantage if their Society

were to own a baling Centfe, Nearly two-thirds thought that vertical
intergration wouvld increase the volume of fibre supplies. Nearly half
‘thought that they would get higher price and one-tenth thought that
there would be reductionvin transport costs. Provision of storage faci-
lities, reliable grading, and other advantages were alsc menticned by
some members. lJearly half the mewbers showed definite interest in.
buying additional shares if more capital were needed for sceitting up a

baling centre, especially those who planted small areas with kenaf.

it can be concluded that the Cooperative can rightly expect wider

support frowm members and non-nenbers in the successful operaticn of a
baling centre, if it can expand the size of its loan fund, provide cre-
dit at lower rates of interest than those of private money lenders, pro-
vide tracsport to collect fibre frou farm houses, improve and expand
grading facilities and give agricultural extension service inciuding a
supply of inproved farm inputs. The survey clearly indicates that many
kenaf growers in the Amphoe have not even heard of the Cooperative.
A wembership campaign will be necessary to educate non-members regarding
its act1v1t1es. ﬁ properly oxganlzed and managed cooperatlve sallng
‘centre would help to reduce production, processing and marketlng costs
and increase the chances of securing higher prices. The large national
losses which have occurred in the past as a result of the withdrawal
of large areas frowm kenaf cultivation and leaving them idle would be

minimized to an appreciable extent.
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APPENDIX I
LESEARCH METHODCLOGY

Area: Farm survey data for this project were collected in Anphce
(district) Chatturat in Changwat (province) Chaiyaphum located in the
north-east region of Thailand. This Awmphoe was seloccted becausghthe
only producers'! ccoperative scciety for marketing kenaf in Thailand is
located there and it is one of the major kenaf prcddcing areas in the
cou&try;. The Amphoe has Been subdivided into eleven Tambons for ad-
ninistrative reasons. In March, 1969, it had an estinmated population

of 73,295 with the male population comprising about 48%.

Scurces of information: Data were collected through personal in-

terviews by especiaily trained investigators from original sources:

kenaf farmers, village, Tambon, Amphoe ané Changwat dealers and traders,
balers, wholesalers, exporters, baling plant manufacturers and nany
governnment, semi-goveranment and privéte organizations., fFarmer level

date were confined to Amphoe Chatturgt, while data from remaining sources
of information were collected alsc in Bua Yai, Zhorat, Xhon fhaen, Bang-
kok and Thor Buri. Pretested questionnaires were used for collecting

the data. o o |

Period of data collection: Preliminary thinking on this projéé%

started in July 1968, when the Applied Scientific Research Corporation
of the Government of Thailand and the United Nations Asian Institute

for REconomic Developméht”ﬁﬁd”?lénning fbrmélly agreéd to jointly un-
dertake it. The faru surﬁéy to coiiect’data fron kenaf growers was
conducted during the first three weeks of April 1969, when-the faruaers
had nmarketed the 1968/69 kenaf crop and were relatively free to ueet
field investigators. Data from the rest of the sources of information
wera collected between January and Septewmber 1969, Most of the faru
data refer to the crop year 1968/69, while some data were alsc collected

for the years 1966/67 and 1967/68.

Sanple design: It has been mentioned earlier that farm data were

confined to kenai growers in Awphoe Chatturat, random sampling tcchniques
were successfully applied in the selection of growers bui did not work

satisfactorily in the sclection of dealers, balers and exporters who
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had to bz selected on the besis of coeperation and relighility of

¥

data obtained. It was possible to judge data veliability and thus to

o

improve guality by crogs-cxzamination of the interviewers.
L two-shage random sample design was appiied in the geloction of
growers. There are 110 wvillages in the district, which were divided

into two groups:

o N\ . . .
i; wvillages having kenaf growers, some of whom were nmemasers of
the fAgricultural Products Marketing Cooperative, Litd.,

1=y

villages having kenaf growers, none of whom was a mewmber ¢

fete
[ g
S~

the Cooperative Society (also 55 villages).

For the first group of villages, a list of members of the Cocpera-
tive in. eacn village was prepared. Two or thfee‘éf the &illagésvwere
clustered into a biock in such a way that each block had aboult %0-40
cooperative members and as far as possible located in the same Tambon.
Thirty-one such blocks were formed comprising 55 viliages. Ten of
these blocks were selected at random with equal probabilidty without

replacement.

Group A. In each block of type {i) above, 15% of the Cooperative
members were randowmly seiected without replacement with egual probabi-

lity. Sizxty-two members were thus selected for 1nter71

Group 3. In each of the selected blocks of type (1) also, four
per cent of the kenaf growers who were not members of the (ooperative

ed was 7%.

o

were randomly selected for interview. The pnumber thus select

which

F"‘
\v"

o : 1 I
the second group of villages of type §

L]
c=r

Group C. ¢Cut o
had no cooperative meumbers, five villages were randomly seiected with
egqual probebility without replacement. In each of the selected vil-
lages, 10% e¢f the kenaf growers were selected at random. The number

thus selected was 60. The total sample size {(n} was as follows:

An additional number of farmers was rvandomly sclected im each group

to permit replacements!

Grou A 02 n
a
Group T 73 ny
Group C GO LN
Total = 1G85 = n, the overall sample size.
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Estimation procedur: for distriet (imphoe) estimates:

FJ
<o
<
»

3
o

Inflation: factor for Group A = ST 20 .67
Inflation factor for Group B = lﬁg x %% = 775
: _ . g
Inflation factor for Group C = l%% * 2% = 116
4

Estimates of number of farmers in the Coop. group {(4) = 1,282
" n " " " in the district group (B) = 4,557
" " " " % in the district group (C) = 6,500

leasons for selecting the above sample design:

It was obviously 1mpract1cable to adopt d simple random samp 1ng
design and select a random sample of kenaf growers from among all’ the
kenaf growers in the districf. In the first place, it would have in-
volved making a list of all the kenaf growers in all the 11C villages,
which would be a time-consuming affairs. Moreover, a sample taken from
such a list would disregard the importance of the different type of

kenaf grvowers.

4 two-stage sample design is, therefore, the obviocus one to adopt
in such cases. The first sampling stage should be villages and the
second the growers. This type of design was improved by stratificaticn,
as 55 of the villages had some growers who were members of the Coopera-
tive and 55 villages had none. In assessing the economic feasibility
of vertical integration, the views of the growers in the first 55 vil-
lages were obviously wore important. Moreover, in these villages, not
all growers were members of the Cooperative, but their opinions helped
in examining the prospects for further expansion. Thus it was natural
to make three strata: (a) members of the Cooperative in 55 villages
where it had mewbers, (b} non-members of the Cooperative in the same
55 villages, (c) growers in the remaining 55 villages containing no
members o° the Ccoperative. Strata {e), (B), and (c) represent a de-
creaslng order of 1mportance, so, obviously, to get a- representat1Vu
samnple, the highest sampling fractlon was needed for (a,, the next for

(b) and the ieast for (c).
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Strata {a; and (%)

[}

were divided into hlocks of %1 by grouping adjacent vi

1
id not become too smell. The exact sauplin

firgt stag pling units d ; g
fractions adopted was a matter of choive, guided Ly experience and the
resources available.
Reliability of population estimates as calculated from the sample:
The sample selected in accordance with the design adopited gives
varying weightage to differasn® types of growers, who are distribubed
in different strata in the Amphoc. Dstimates derived from suck a sample

are expected to be more accurate than ithose based randon

sampling, since the variatioms Detween strata arc
estimate of standard ervor., Jopulation estimates frow the sample are
obtained by the usual process of wmultiplication by the reciprocals of

sampling fractions separately for each stratum.

The author had the privilege of discussing this sample design with ifr. V.D. Thewani
(Bangkok) and Mr. N.S. Choudhry (Kuala Lumpur), both FA0 agricultural statisticians.
Their vazluable advice is gratefully acknowledged.



APPENDIX I1

AVIRAGE WHOLESALE PRICES OF KEENAF (ZIGHGRADE)

{(Paht per metric ton)

1964-1969

Period 1964 1965 1966 1967 1968 1969

Januvary 2,538 2,996 3,384 2,875 2,230 3,750
February 2,745 2,94k 3,260 2,929 1,990 %4730
March 2,748 2,560 3,723 2,505 1,690 3,530
April 2,708 2,731 3,609 2,005 1,510 3,330
May 2,669 3,005 3,958 1,829 1,950 3,190
June 2,598 3,121 3,958 1,676 2,076 3,010
July 2,474 34317 3,958 1,625 2,470 2,950
August 2,067 3,250 - 1,625 2,836 2,730
September 3,528 3,305 2,947 1,726 2,860 2,620
October 3,198 2,946 2,638 1,750 3,110 2,430
November 2,967 2,871 2,758 1,653 3,640 2,450
December 3,017 3,187 2,675 1,502 3,650 2,760
(Average) 2,850 3,019 3,370 1,975 2,526 3,040

*
Baled kenaf (A Grade) from January 1968.

Source S

Bank of Thailand, Monthly Bulletins, 1965 to 1970, Bangkok.

72



