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CHAPTER I

~ INTRODUCTION

1.1 This study makes an attemﬁt to examine the role of the
Agricultural Co—omeratlves in Tha land in the field of. food
productlonqﬂ B : :

1.2 The objective of the study can be best brought out by ,
indicating the terms of referencc whi@h were given to us by the -

3

International Co-~operative Alliance. The terms were 32—

"3) to assess the present contribution of the
Co-operatives in the matter of food productlon in
: _Tha11and°
ii) to asses, in the context of Thailand's Development

,Planu, +he furthexr role that Co-operatxveu could play
the food ﬁ*oductlon effort - g - .

iii) te recommend ways: and means of increasing food
‘ production through co-operative effort and of creating
‘among the members of the co-operatives and the general
‘public a greater awarcness than has obtained hltherto
of the need to increase food proauctlon efforts

iv) ko recommend necessary changes and improvements in .
respect of co-operative crganisations and facilities
to enable the co~-operative movement to make this
contribution to ”hailand'ﬁ food production efforts

V) to assess the present 1nvolvement of the rural poor
in food production through Co-operatives and to’
recommend ways in which this involvement could be
substantially increased for the development of the
rural poor through co~operative efforts for food

production.”

1.3 The contribution of thehCo—operativéS'towards agricultural
production can be examined from warious points of view. In view
of our own background and experience, we have approached this
subject from a particular point of view. Ve have considered it
appropriate to look at the subject from the angle of the services
and facilities that the co-operative movement could provide

-2



in support of the process of modernisation of Thai agriculture.
Although Thailand has alwavs becen surplus in fcodgrains and has
been a major exporter of agricultural commodities, especially food
grains in the past, as in the case of most other developing
countries 'in ‘this region, Thai agriculture is also passing through
a process of agricultural modernisation. The traditional
technology is rather slowly but ateadlly giving place to the new
technology of high yielding varieties. Agricultural cultivation
is changing from being extensive to intensive. The area under
double cropping is increasing as a result of the completion of a
mumber of irrigation projects. The uge of chemical fertilizers,
improved . seeds and pesticides is becoming inareas 1ngly popular.
Against this background, the question that we have addressed:
ourselveg is how best can the Agrlculturwl Co—operatives in
Thailand hasten this process of agricultural modernisation and
1mprove the 1noomee of the farming community in-.general and the
wegker sectlons in ﬁartwcular, in the ‘shortest po y8ible time.

1. 4 In thls context, it will beAapproDrlate +o ‘set out at the
very outset, the broad parameters of ‘this study and to clarify in
partlcular the implicit assumptions and limitations of this study.
Cne of the assumptions that we have made is that in developing
countries which have adopted a pcllcy of planned economic
development, .Co~operatives cannot make an effective contribution
unless they are assigned a spezific role in the programme of
national economic development. In other words, Co-operatives will
not be able to make any contribution if they function in isolation.
The co-operative movement,in effect, has to be accepted as an
ingstrument for implementing the vrogrammes of economic development.
We are aware that this approach is somewhat controversial. There
is a school of thought which firmly believes that Co-operatives
should be completely 1ndependent of any influence of Government

and most of the ills of the co-onérative movement have been
attributed o\the 'interference' cof uovernment.’ Ouriyiew regarding
the role of Government in the deVelopmént of Co-operatLves w111

be spelt out later. At thla'utage it will be guff1c1ent to:

mention this propoultlon.

1.5 This study does not mropose to deal with all aspects of
Agrlcultural Co—operatlveu. Matters relauinq to Co—operatlve Law,

— 3



not important aspects of the novement, but w.bh a view to
focussing our attention on these aspects. which have a more direct
bearing on the subject of the study. %he study is also confined to
"Agricultural Co-operatives" in the broad sense of the term, and
includes "Land Co-operatives" which are a type of Agricultural
Co=operatives in Thailand. In fact, unless otherwise stated, the
word “Co-operatives" in this study would refer to Agricultural
Co=-operatives only.

1.6 A brief statement about our view point in regard to the role
that the Agricultural Co-operatives could play in increasing food
production as well as our general approach to the subjecf is set
out in the following paragraphp. :

1.7 Modern agriculture involves, basically, the optimum _
utilisation of the available resocurces through the application of
science and technology. The evolution of new hybrid, high yielding
varieties of rice and wheat has been a major break~through and has
transformed the agricultural technology. The basic ingredients of
this technology are also applicable, to a lesser extent, to other
crops as well. The high yielding variety of seed is the most
important component of this technology. The technology is heavily
based on purchased inputs., While, in the past, the farmer was nearly
self-sufficient in almost all his agricultural inputs, now he has

to purchase almoet all of them, including 3eed, which has to be
grown under very rigid conditions and processed, treated and
certified. It follows that the farmer should have easy access to
credit facilities to enable him to purchase these inputs. Since
this technology is highly c‘C)}:)'l’),i».-.~‘t.'l'.C‘a‘!:G(f’lt agricultural extension
has tc be more intensive. Higher productign necessitates a sound
marketing structure and remunerative prices, so that the farmer
has an incentive to increase his production by incurring.
exgenditure. on the inputs. ' ‘ B

1.8 The major requ151tou of modern agrlculfure can brleflv be
re~stated as follows :

a) Existence of an economically viable technology for

various crops, suited to the local agro-climatic
conditions.



b) Adequate institutional arrangements for the transfer
of this technology from researc. institutions to the
farmers' fields, via a strong extension net-work.

a) 'Arrangements‘for'timely supply of the following
inputs, nmnely 3 : S ,
i) seed ¢ ii) fertilizers; iii) irrigations iv) Pesti-

cides an& most  important v) crcdlt for Durcnaswng
these inputs.

Q) “.~-Suitable marketing and processing infrastructure.
e) Adequate facilities for transport and communications.
f) . Suitable arrangements for storagé.

1.9 . The point that needs to be specially emphasised here is
‘that while the technology is neutral to scale, the ability to
command nece ssary resources depends upon the scale of fqrmlng
‘unless institutional arrangements are so devised as to nullify the
advantages of- scale. It is widely believed that the adoption of
modern technology has aggravated the’ disparities between the rich
and the poor farmers mainly in view of the abjlﬁty of the richer
faxrmers to command the resources for purchas sing the ‘inputs. 'rt )
is here that the. bigger farmer scéores over the small farmer or
tenant. - If some mechanism could be devised to ensure thatvsmall
farmers are-able to obtain adequate and timely credit for =
purchasing “inputs- and provided with marketing fac111t1es wh;ch
are gtherwise available to the rlchel farmers from the normal
commercial channels,; the grow1ng dlunarltlew can be reduced
substantially and the process of agricultural modernlsaflon can
be stepped up without’ any adverse effects. ' :
1.10 Obviously some of these agricultural requisiteu can be best
provided by Government. The experience in a number of developlng
countries has, however, indicated that Government agencies are
not. well—equlpped to Provide service and facilities which are of
a commerc1al nature." In most developlng countries, therefore,
o—operatrvoo have been given a specific role in ‘the delivery of
these  inputs and provision cf marketing and nrooe581nq facilities.
In fact, it will not be an exaggeration to say that there appears to
be a close relationship between the degree of modernisstjion of

-- 5



agriculture in a partlcular cruntry and deve’opment of agrlcul*u“ i3

co-operatives, Historically, dovelopmen“s in these two areas seem
to have kept pace with each other. Conversely, agricultural
stagnation seems to Have retarded development of agricultural
co~operat1vee.

1.11 It therefore, follows that co-oneratrvev should form an
integral part of the process of agrlcultural develonment and shoulid
~have very close llnkg with the Varlouq agencies which are involved
1n thls process. .

lngiASpecifically,’the experience has indicated that the
following services and facilities can be most effectively provide
by cooperatlveo $-

1) Credit: short term medium term and long terms
ii) Tnputs: fertilizers, seeds, peorlcldes,
, . agricultural machinery; '

iii) ‘Agricultural Extension; and

- dv) Marketing, processing and storage. .

1.13 It is needless to say that all these activities are so
closely inter-related that provision of some of. these facilities
without others often takes away the benefits of the ‘facilities
that are provided. Since all these functions are closely inter-
related, it has been found der .rable to entru.t them . to a, singile
institution., Hence multi-purpose co-operatives have been found
to be the best agency for providing these facilities at the
base level.

1.14 In this context, it is proposed to examine the role of the
co~operatives in Thailand in terxms of the extent to which the
above facilities and services are being provided by them and the
manner in which the delivery of these gervices can be 1mprove1

l1.15 In order to enable the reader to understand and apnrecv%§§Mh
the agri®ultural.situation in the context of which the agriculifgral
co-~operatives are functioning in Thailand, the broad features of &
the agricultural setting in Thailand have been outlined in the
following chapter. Chapter 3 traces the historical development

of Co-operatives in Thailand, their present position as well as
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the role assigned to them in *he context of *he national develomment
plans. The four main functicnal aspects of agricultural co-opera-
tives namely, Credit, Marketing & Processing, Inputs supply and
Farm guidance have been separately analysed and suggestions made
~for making changes both in the structure as well as policies and
programmes in Chapter 4 The present prosition of Co~operatives in
the fields of Animal Husbandry, Dairying, Fisheries, etc. has been
dealt with in Chapter 5. Since To-operatives would not be able to
make any effective contribution unless their own internal structure
is strong, management of Agricultural Co-operatives is dealt with
in Chapter 6. In view of the increasing emphasis on the involve-
ment of poor in agricultural co-operatives, the extent to which
Agricultural Co-operatives in Thailand cater to the poor has been
discussed in Chapter 7.

1.16 The general observatlong and conclu51ons have been summarised
in the last chapter. ’

1.17 It would appear that the recommendatlons are very broad in
nature and are not qulte gpe01f10.’ In the brief Derlod that was
available to us, however, we could only nake an attemnt to identify
the broad areas in which action is requlred o be taken immediately
and, therefore, we have merely _ndacated the 11nes on Wthh changes
and improvements are required to be made. The empha51s has been

to identify what is required *o be done. The manner of implementing
these recommendations or in other words, how exactly can these
recommendations be implemented is an area which calls for a more
detailed study of the existing procedures and policies and the
alternatives can only be evolved after detailed discussions with
‘those who are involved in dealing with the present procedures. We
have, however, made some specific suggestions whlch are merely
illustrative.

1.18 We are glad to record that almost all the major recommenda-
‘tions were discussed with all those concerned and were generally
accepted by them. During our discussions with the various high
~ranking officers, it appeared that Government of Thailand would
be glad to receive international assistance for implementing some
of the recommendations in this report as well as other reports
which have made detailed studies of the Co-operatives in Thailand.

14



1.1% Although as stated above, the recommendations, by and large,
are of general nature, we have made an attempt to present models
(in Annexures 'A', 'B' & 'C') of detailed procedures in respect of
three areas namely :- : : ‘

(i) Introduction of a crop loan system for
short~term credit ¢

(4i) A scheme for streamlining the distribution
of fertilisers; and

(iii) Rules for introduction of a two tier common

cadres one for the ACFT and the Provincial
Federations and the second for the Provincial
Federations and the Prlmary Agrlcultural
Co~operatives. ~

1.20 A perusal of these systems would indicate that they are

rather sophisticated and may not be of immediate application in

the ‘conditions prevailing in the co~operative structure of Thailand
at this moment. They are merely indicative of the lines on which
detailed procedures will have to be worked out and should, therefore,
- be taken only as examples. They have been included only with a

view to drawing attention to the 1mportance of framing detalled
procedures on theoe 11nes. :
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CHAPTER 2

-

AGRICULTURE IN THAILAND

2,1 Thailand's area extends to approximately 514,000 kilometers.
The population is roughly around 43.4 million with a growth rate
declining from 3% in 1970 to 2.8% in 1975. Over 85% of the
population lives in rural areas.

2.2 -Geographically, Thalland is d1v1ded 1nto four regions (see
map on page 111) nanely 2

_'i)'Central Regions

ii) Southern Regions .-
-, 1ii) Northern Region: and

iv) North-eastern Region.

2.3 - Each of these regions con51sts of ® to 16 prov1nces. There
.are 71 provinces, the average Dopulatlon of a province (called

' Changwat) being a little less than.600,000. The’ province is the
main administrative unit which is ‘headed by a Governor, who is a
civil servant appointed by the Mlnlstry of Interior. ©On an average,
_a province consists ‘of roughly 9 districts (called" Amphoe) which
_has an average population of about 65, 000. There are 632 districts
in Thailand. A district agaiua is sub-divided into a number of
sub-districts for administrative convenience. Below the sub-
district are groups of villages (called Tambons). On an average

a district has about 10 Tambons each having an average population
of about 7,600. The lowest unit of habitation is a village

(called Muban). The average population of a village is about 850
families. About 9 such villages constitute a Tambon. Most of the
Govermment Departments have their offices at the provincial and
district levels., There is some sort of general supervision of the
activities of the various departments at the Governor's level who
is directly under the Ministry of Interio¥. The Departments of
Agricultural Extension and Co-operative Promotion, like other
departments, have their offices at the provincial and district
levels., There is, however, a little co-ordination of the activities

of these departments in the field.



2.4 The average per capita income of Thailand is $375
approximatiely, which is the sccond highest in the South East Asia,
next only to that of Malaysia, if we exclude Hongkong and Singapore,
which are only cities without any substantial rural areas. Though
the average per capita income is relat;vely higher as compared to
the per ca incomes of other countries in this part of the

world, there are wide dlsparltles between urban and rural incomes.
In 1973, the GDP per worker in agriculture was only 4,7000 Bht

(US $230) as compared to 24,600 Bht (US $1,200) in the urban areas.
The urban areas mean mainly Bangkok which is the only big city in

the country.

2.5 Apart from wide disparities between the rural and the urban
sectors, the inter-regional disparities are also significant. The
following figures bring out the extent of regional disparities,

o

with the Central Region as the base :

Region Cash income Index
per capita (Central Region)
(Bht)
Central 7154 100
North 3761 53
North-East 1986 28
South ”3954 55

2.6 It will be seen that the Central Qeglon which largely consists
of the Chao plain, is the most prosperous region in the country

and the North-East Region which has scanty rain-fall and un-
irrigated upland crops, is the poorest region in the country.
Roughly, the average income in the North-~Eastern Region is only
one~fourth of average income in the Central Region.

2.7 Thailand is predominantly an agricultural country. About
80% of the population derives sustenance from agriculture, and
about 30% of the country's GDP ig derived from agriculture. The
cultivated area is approximately 30 million acres of which only
about 25% is irrigated. The main items of agriculture are rice,
maize, tapioca, rubber, sugarcane and kenaf (jute like fibre).
The most important agricultural produce is rice which is also the
main item of food and a major source of foreign exchange. About



-8 -

Cm:. FR %S \ 2

-

AGRICULTURE IN THAILAND

2,1 Thailand's area extends to approximately 514,000 kilometers.
The population is roughly around 43.4 million with a growth rate
declining from 3% in 1970 to 2.8% in 1975. Over 85% of the
population lives in rural areas.

2.2 Geographically, Thailand is lelded 1nto four regions (see

map on page 111) namely :

) Central Region;

11) Southern Region; .
. 'iii) Northern Region; and |
iv) North-eastern’Reqion.

2.3 - Each of these regions con31stu of ® to-16 prov1nces. There
.are 71 provinces, the average bopulatlon of a province (called
Changwat)  being a little less than 600,000, The: prov1nce is the
main administrative unit which is headed by a Governor, who 1s a
civil servant appointed by the M1n1stry of Interior. ©On an average
_ a province consists of roughly 9 districts (called Amphoe) which
_has an average population of about 65,000, There are 632 districts
in Thailand. A district agaiu is sub~divided into a number of
sub-districts for administrative convenience. Below the sub-
district are groups of villages (called Tambons). On an average

a district has about 10 Tambons each having an average population
of about 7,600, The lowest unit of habitation is a village

(called Muban). The average population of a village is about 850
families, About 9 such villages constitute a Tambon. Most of the
Government Departments have their offices at the provincial and
district levels. There is some sort of general supervision of the
activities of the various departments at the Governor's level who
is directly under the Ministry 6f Interio¥. The Departments of
Agricultural Extension and Co-operative Promotion, like other
departments, have their offices at the provincial and district
levels. There is, however, a little co-ordination of the activities

of these departments in the field.



2.4 The average per capita income of Thailand is $375
approximatiely, which is the sccond highest in the South East Asia,
next only to that of Malaysia, if we exclude Hongkong and Singapore,
which are only cities without any substantial rural areas. Though
the average per capita income is relatively higher -as compared to
the per ca incomes of other countries in this part of the

wokld, there are wide élsparltles between urban and rural incomes.
In 1973, the GDP per worker in agriculture was only 4,7000 Bht

(Us $230) as compared to 24,600 Bht (US $1,200) in the urban areas.
The urban areas mean mainly Bangkok which is the only big city in

the country.

2.5 Apart from wide disparities between the rural and the urban
sectors, the inter-regional disparities are also significant. The
following figures bring out the extent of regional disparities,
with the Central Region as the base :

Region Cash income Index
per capita (Central Region)
(Bht) .
Central 7154 100
North 3761 53
North-East 1986 28
South 3954 55

2.6 It will be seen that the Central Region which largely consists
of the Chao plain, is the most prosperous region in the country

and the North-Fast Region which has scanty rain-fall and un-
irrigated upland crops, is the poorest region in the country.
Roughly, the average income in the North-Eastern Region is only
one~fourth of average income in the Central Region.

2,7 Thailand is predominantly an agricultural country. About
80% of the population derives sustenance from agriculture, and
about 30% of the country's GDP is derived from agriculture. The
cultivated area is approximately 30 million acres of which only
about 25% is irrigated. The main items of agriculture are rice,
maize, tapioca, rubber, sugarcane and kenaf (jute like fibre).
The most important agricultural produce is rice which is also the
main item of food and a major source of foreign exchange. About



- 10 -

60% of the agricultural land “s under rice. In recent years there
has been a slight decline in the area under rice because of
agricultural-diversification and introduction of crops 1ike maige
and tapioca which fetch a better price in the international market.
However, in 1971, 72% of the total exports were agricultural
products. The relative importance of various crops in Thailand
can be judged from the foll ing figures of agricultural
production in 1974-75 :~ Lo

Crop " Metric tonnes’’
"7 (1000 tonnes)

Paddy - 13,386
Maize 2,500
- Sugarcane L 14,592
Coconut 643
Groundnut - - 160
Cotton . . 56.4
Renaf = = .- . 384, 1
Tobacco - . . 17.8
Sesame 31.1
FARM SIZE

2.8 At present there are about 5 million farm families on about
30 million acres of agricultu-al land. About 62% of farms are
fully owned, 32% are partially owned and 6% are fully rented. The
average farm size is about 3.9 hectares which is not too small.
The average size of holdings_has not changed much over the years
since new land was being cornitinuously brought under cultivation.

2.9 It is interesting to note that landless labour constitutes
only 0.5% of the agricultural labour force. However, 25% of the
cultivators are tenants. The highest rate of tenancy is in the
Central plain where the land values are high and the land is
fertile. The tenancy rate in areas around Bangkok is said to be

as high as 82%.
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2,10 The distribution of farms by size in 1974,was as follows 3

- Size of the farm % of the % of
in_hectares - fammers | area_
Less than 1 hectare 8 1
1 to 2.4 | 22 7
2,5 to 4.9 ' 30 21
5 to 6.9 1e 21
7 to 9.6 10 | | 16
More than 9.6 12 - 34

PATTERY OF LAND CWNHNERSHIP

2.11 S8ince till recently additional lan& could be brought under
cultivatlon by cutting down forests, the pressure on land was
negligible and consequently not much attention was given to the
maintenance of record of rights. The pattern of land ownership
~ can be broadly divided into three categories. The holders of
reserve licence (called Baichong) belong to the first category.
This licence gives temporary permission to the holder to occupy
the land. Such licences are issued for threc years, but the
holders are genecrally allowed to stay. There is, however, no
legal security of tenure and “he licencees cannot mortgage their
lands for obtaining loang.

2.12 The holders of exploitation Testimonials (called NOR~SOR})
bhelong to the second category. Exploitation testimonials are
issued to the holders of reserve lincence after 75% of the land

has been brought under cultivation. These testimonials are issued
on the application from the occupiers and are granted after due '
enquiry and settling the conflicting claimgs, if any, and are
usually issued for all the holdings in an area. Testimonial rights
are, however, permanent and inheritable, but transferability is
subject to cumbersome restrictiornis and the banks do not generally
conslder them as good.secur1+y for loans.

2.13 The holders of title deeds (called Chanodtidin) belong to
the third category. The title deeds are based on cadestral -
surveys and give unrestricted rights of transfer.
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2,14 It was estimated in 1969 that out of 30 million acres, title
deeds had been given for 8 miliion acres, exploitation testimonials
to about 4.5 million acres and reserve liceénces to a million acres.
In other words, some sort of record of rights was available to

less than half of the total cultivable area and more than 50% of
the cultivators had no record of rights whatsoever. Since then,
however, there has been some improvement.

AGRICULTURAL PRCODUCTION AND YIELDS

2.15_ It will be seen from the crop statistics (Annexures 'D, D-I,
E, F') that the increase in production during the last ten years
has been more due to the increase in the area planted and not due to
any substantial increase in yields. In fact, the yields of major
crops have been more or less static for the last 10 years and have
in some cases actually declined. For example, in the case of rice,
while the area harvested increased from 38,696,000 rai in 1962-63

to 45,853,000 rai in 1974-75, the increase of only one Kg.
Similarly, in the same period in the case of maize there has been

a fall in the yield from 325 Kg, to 323 Xg. while the area increased
from 2,050,000 rai to 7,749,000 rai. Only in the case of sugarcane
there has been an increase in the average yield from 5 tonnes ver
rai to 7.5 tonnes per ral in this correspondlng perlod

2,16 In fact, it would be perinent to note that the average
yvield of rice in 1974~75 was 268 Kg. per rai. There has not been
any algnlflcant 1mprovement in the average yleld since then.

2,17 While’in the past, additional area could'be brought under
cultivation by clearing forest lands, this method of increasing
production does not seem to be feasible any longer. A recent
survey by the Land Classification Division indicates that forests
NOW cover less than 42% of the land area. If allowance is made
for unauthorised encroachments, the area under forests seems to be
almost equal to the land which ghould be reserved for forests,
which is abgut 40% according to the Land Capibility Studies. Any
further extension of area by removing the forest cover will bring
under cultivation marginal areas, the cultivation of which would
not be economical. Hence future increase in production to feed the
repidly increasing population as well as to maintain and even
improve Thailand's share in the world market will have to come



from 1nte*51ve cult1va+1on i. . by increasin¢ the average vields
which will involve use of 1mproved seeds, application of fertilisers
and pesticides and adoption of thc most appropriate agronomical
practices. That the yields can be increased substantially in this
manner has been dcmonstratod by ‘the results achieved not only on
research farms, but also on the farmer s flelds in some of the

Land Settlement Pr01ec#s where the package approach hag been adopted
successfully and the Co-operatives have played a significant role

in giving the infrastructural support to the project authorities

in support of their extension efforts.

2.18 The yield per hectare of ‘rice is also relatively low as
compared to the yields that have been obtained in the countries
which have similar agro~-climatic. conditions. The average yield in
Thailand in 1973 was 308 Kg, per rai as compared to 963 Kg. in
Japan & 767 Kg. in the Republic of Korea. The fertilizer
consumption is also among the lowest in Asia. A study honducted
by the FAO/UNDP Soil Fertility Research Project has indicated that
fertilizer use in 1969 was only 40% of the levels required to
maintain seoil productivity and 10% of the levels required to
increase yields. Most of the area is monocropped. Although high
vielding varieties of rice namely, RD 1,2.3,4 etc. have been
evolved, their use is extremely limited. Adequate steps have not
so far been taken for multiplication of these seeds on a commercial
scale. espite the creation ¢~ u“gnlflcant i~rigation potential
is being utilised in the wet season and only 10% in the dry season
mainly on account of slow implementation of the on-farm development
programmes, namely, construction of water courses, field drains,
etc. There is thus congiderable - scope for increasing vields by -
adoption of modern technology. In the case. of paddy for example,
while the national average is 1.7 tonnes per hectare, it has been
estimated that the wet season average can be increased to about

3 tonnes by adoption of the modern technology. In fact, with the
use of high yielding varieties of seeds and other complimentary
inputs it has been possible to raise the yields to 5 to 6 tonnes
per hectare on experimental farms.

2.19 In the case of maize, although the present levels of

yields cannot be said to be unsatisfactory, in view of the declining
trend due to cover exploitation of the soil, fertiligers application
will have to be stepped up. Similarly, it will be necessary to



_l4_

step up the use of fertilizers to a substantial extent in'the
case of tapioca and quga”cane.

AGRICULTURAL RESEARCH

2.20 Research in agriculture is conducted by the Department
of Agricultural Technology, Universities and Regional Agricultural
Research Centres. There are over 100 research establishments
widely distributed over major'agro—élimatic regions and also four
major research centres in the four principal regions. It is
generally accepted that the Research Institutions have evolved

a number of research findings Wthh are capabie of Jmmedlate
appllcatlon in the fleld g ¢

2'21"'“' It is believed in some quarters in. Thalland that one of
the main reasons for the slow adoption of technology of h:gh
yielding variety by the farmers is that the technology is not
economically viable. In other words, the additional income likely
"to accrue by its adoption is not commensurate with the additional
expenditure which has to be incurred on purchasing the inputs,
mainly fertilizers., This is said to be mainly true in the case
of rice where the policy of rice premium makes the use of
fertilisers uneconomical. There is, therefore, a case for an
appropriate price policy for rice which takes into account the
cost of production, including the cost of inputs, cost of credit
and labour, return on land and allowg a reasonable profit to the
.cultivator to provide him with sufficient incentive.

2,22 ' However although, in the case of a primary agricultural
cormmodity like rice, there are bound to be periodic and sometimes
violent fluctuations in the international prices, indications are
that over a longer period, in spite of the vigorous steps that are
being taken by most of the developing countries to control the
growth of’pdpulation, in the race between population and food
production, it is the population that is likely to lead for the
next 30 years or so. Hence, at least in the near future, the
international demand for food grains and other agricultural
commodities is likely to be on the ircrease.  The problem, basically,
therefore, appears to be one of counteracting seasonal fluatuations
in the international prices and jinsulating the local’ consumers
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and producers from these fluct ations. The M:rketing Crganisation
for Farmers (MOF) which has been set up by the Government of
Thailand recently, is expected to address itself to this task.

AGRICULTURAL EYTENS ITON

2.23 The work of cr“cultural e tenoﬁon has been assigned to
the Department of Agricultural Extension, which has been sgset uv
regently. The Agrlcultural;Co~operat1ves have also set up their
owvn net-work of agricultural extension workers. The extension
net-work of the Department of Agricultural Fxtension seems to be.~
thinly upread It has been estimated that if administrative-and
other regulatory tasks are taken into account, the effective

ratio is one Extensnon Offlcer for about 4,5000 farmers whereas-
the ratio is 1 : 540 in. Japan and 1 2 1500 in Taiwan. In addition,
extension workers are burdened with the task of supervision and
guidance of the Parmerq' Associations about which more would be
said later. On an average there is one Extension Officer for a
district & he ig agsisted by 2 or 3 deput1es°= Most of the
extension peruonnel is desk bound. They are available to the
farmers only when the latter need their help. Their activities
are mainly confined to 1ay ng out a few demonstratlon plots on the
farmers' fields.

2.24 The arrangements for periedicallexposute,of the extension
personnel and the farm guidance workers of the Co-operatives to
the activities of the research institutions appear to be
inadequate. Our discusgsions with the farmers whom we met in the
course of our field visits, indicated that the extension .
functionaries do not seem to be adequately equ:pned to glve
proper guidance and the farmers had the poor opinion of their
technical knowledge and competence.’ There is very little co~-
ordination between the extension functionaries of the Department
of Agricultural Extension (DAE} and the farm guidance workers of
the Co~operative Promotion Department (CDP) elther at the State
level or at the prov1ncwa1 level. '

2.25 _ Recently, a World -BanK Fxtension Project has been
formulated which aims at °+rengthen1nc the extension set-up and
bringing down the ratio of GVten51on workers to farmer families



from 1 ¢ 4,500 to 1 ¢ 1,000 i~ 33 provinces, which have been
included in the project area. It also envisages substantial -
strengthening of the communication network between the University
and the extension workers on the one hand and between the
extension workers and the farmers on the other. The strengthening
of the extension worker services will step up the demand for
agricultural credit and inputs and Co-~operatives will have to play
a more important role in providing thesge requisites.

FARMERS ' ASSOCIATTIONS

2.26 mention has already been made about the existence of

the Farmers' Associations. These informal groups have been in
existence since 1953, Inltlally, these groups were constituted .

for providing agrlcultural ‘extension, but - gradually they have.
started performing some of the functions of ‘the Co~operativess for
instance, provision of credit and distribution of fertlllzers

and other inputs. These associations were given 1eqal status

only in 1972, At present there are about 3,159 assoc1atzons with
a membership of 306,939 farm families. The break up of the various

types of~agsoc1atlons is ags- follows g

a) Rice Associations 2,038

b) Associations for Upland crops . 574

c) Associations for E rticulture . 296

~ development. '

d) Associations for development of 161
Animal Husbandry.

e) Associations for development 9
of Sericulture. ,

f) Associations for development of 66
Marine Fisheries. ' o

g) Associations for development of 14.

VInland_Fisheries.

2,27 During the last four years there has been a phenominal
increase both in the number and the membership of the Farmers!
Agsociations as can be seen from the following figqures:

Year ..+ Number of groups Membership
1973 ' 568 62,824
1974 1,293 130,060
1975 2,511 258,191

1976 3,159 306,939
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2,28 These Associations, however, functiron at. the tambon level,
whereas the Co-operatives function at the district level. On an
average, a grbup has about 100 members as against the average
membership of 600 in the case of a Co-operative:. Some of the’
provisions of the Co-operative Societies Act have been extended to
these Farmers' Associations. They are registered under the Co-
operative Societies Act, but the power of registration has been
delegated to the Provincial Governors whereas in the case of
Co-operatives the Registrar i.e. the Direcctor General of Cooperative
Promotion Department is the registering authority. These Farmers'
Associations are also audited by the Department of Co-operative
Audit. Except for the purposes mentioned above, the Farmers'
Associations have no links with co-operatives, They are guided

by the extension workers of the DAE at the district level,  Officer
of the DAE, specially assigned to look after the management: of
these groups, attends the meetings of the Managing Committee and

- guides the associations. These groups do not have paid managers.

2.29 ~ Although the extension functionaries of the ﬁenartment
‘of Agrlcultural Extension are axpected to provide the extensgion
services to all farmers, they generally prefer to deal with the
members of the Farmers' groups as it facilitates their work. The
" functionaries of the Department of Agricultural Fxtension do not
contact members of the Agricultural Co~ope¥atives unless soecvally
asked for by the officers of +he Department of “o~operat1Ve -
Promotion. The programmes of the Department of Agricultural
Extension in regard to distribution of seed, fertiliser, etec. for
demonstrations are implemented through the Farmers' Associations.
For the present, only the Farmers' Associations set up at the
Tambon level legal status. Informal Tommittees of representatives -
of these associations have been constituted at the district,
provincial, regional and national levels, which have no legal
status. ' o

2.30° - . The procedure for admission of a member to a Farmers'
Association is rather simple. Any person cultivating land can
become a member of the Farmers' Association. It is not necessary
that he should be a land-owner, unlike in the case of a
Co~operative Society. . The minimum number of farmers required

for registration of a Farmers' group is 30, In the case of
Co-operative it is 150. The rapid increase in the number of
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Farmers' Associations and the’~ membership an” the taking over of
some of the functions of the Co-operatives by these organisations
have reduced the role of the Co-operatives in the field of
__..agricultural production to some ex:tent.

AGRICULTURAL CREDIT

2.31 The role played by Government and other institutional
agencies in .meeting the requirements of agrlcu]tural credlt can be
‘assessed from the follmilng flguves :

- 1967 1968 1969 1970 1971 1972 197374
Govt. Subsidy 49.9 = 65.0 . 80.0 100 100 130 _ 230
Project. - o e S
BAAC - 121.3 i*3§9~4f’”1562.8' . 563.3 509.4 670.4 773.7
Co-operatives 125.1. - 135.3  129.4 1167.6 164.0 224.6 249
Commercial ' 473.1 565.3  660.5 = 637.4 - 742. 5 77L.2  990.5
Banks B o .

2.32 It will be noticai thaﬁlcontribdtionﬁof the institutional

agencies, namely the Bank for Agriculture and Agricultural Credit
Co-operatives and Commercial Banks, has been 1ncreas;ng rapldly.
However, in spite of the recen¢ emphasis on provision of agrlvul—
tural credit, the instituional sources meet only about 15% of the
requirements of agricultural credit. Even after 50 years of
existence, the Co-operatives meet only about 10% of the credit.
requirements. Most of the requirements are provided by money
lenders, merchants and relatives. Merchants are the most important
source of credit. The rate of interest charged by them ranges

from 30 to 40%, but in some cases, it is said to go up to even 100%.
Mostly the credit provided by merchants is in kind and the merchant-
cum-moneylender provides all the goods required for consumption and
recovers the loan when the produce is sold through him. Apart from
exorbitant rates of interest, the present system is said to lead to
a good deal of exploitation. Once the farmer approaches a
moneylender, he continues to be perpectually in the latter's grip.
There is a system called "rice baiting" under which the moneylender
collects paddy from the thrashing floor itself at a price to be
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unilaterally determined by hir. Since there are no regulated
markets, the farmer does not usually know the ruling market price
and is at the mercy of the merchant-~cum-moneylender,

2.33 In the field of institutional credit the Bank of
Agricultura and Agricultural Co-operatives (BAAC) is the most
important credit agency. Since it provides credit to Co~operative
Societies also, the role of the BAAC would be discussed in the
next Chapter which deals with the involvement of Co—operatives in
Agricultural Production in Thailand. Among the commercial banks,
the Bank of Bangkok has been playing a leading role in the field
of agricultural credit. Apart from financing individual farmers,
it has also financed Co=omeratives. Till: recently, the commercial
banks were shying away from prov1d1ng finances to the aglrcultural
sector. With a view to increasing the invclvement of the
commercial banks in this field, the Government of Thailand has
decreed  that commercial banks would lend a certain proportion of
their deposits to the BAAC for augmenting the resources of that
bank. In 1975~79 the commercial banks were directed to deposit

5% of their deposits with the BAAC. In 1976-77 the proportion
was raised to 7% of the working capital. The percentage is

likely to be raised to 9% in the next year. It has also been
stipulated that the new branches of commercial banks should advance
at least 60% of their deposits to local customers and at least

20% of the loans should be gix n directly to “armers. As a result
of these measures thore hac'been a substantial “increase in the
advances of the commercial banks to the agricultural sector. The
total advances by commercial banks (both directly and through the
BAAC) as well as by BAAC to the agricultural sector have increaséd
from 1,846 million Bht in 1970 to 7,539 million Bht in 1975, The

?évances are likely to reach the flgure of 10,000 million Bht in
977

2.34 In spite of this significant step up, only a small
pProportion of the requirements of agricultural credit are met by
the banking institutions. Besides, the commercial banks are
financing the relatively more prosperous farmers who are engaged
in commercial agriculture. The small and marginal farmers do not

seem to have access to credit,
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FERTILISER DISTRIBUTION

2.35 About 90% of the feritiliser ic imported and till recently
almost the entire guantity wae distributed by the private trade.
Co~operatives handle about 10% of the fertiliser distribution.
Generally merchants based in Banghkok distribute fertiliser in the
provinces by trucks where it is usually sold on credit at a high
rate of interest. There is no price control on fertiliser. Since
there are a large number of products in the market, the promotional
effort is directed more towards pushing up the sale of a particular
brand rather than the promotion of use of balanced fertilisers or
merits of various nutrients. In the absence of price control,
there are very wide fluctuations in the prices depending upon the
stock position in the market at a particular point of time. Further,
since the sales are governed mostly by commercial considerations,
fertiliser is usually not available in remote and inaccessible
areas. Last year the Marketing Organisation of Farmers, recently
set up by Government, purchased about 100,000 tonnes of fertilisers
from the open market in Bangkok and distributed the same through
the Farmers' Associations. The Co-operatives ‘also import
fertilisers mostly from Japan and distribute through their own
net-work in the field. Thus apart from the private sector two
parallel organisations, namely the co-operatives and the Marketing
Organisation of Farmers are *nvolved in the distribution of

fertlllsero.

2.36 " What has been said in regard to fertiliser dlstrlbutlon
also applies to the distribution of pesticides. About 50% of the
agro—chemlcals are formulated locally. Co-operatives again
handle only about 10% of the trade. . :

MARKETING STRUCTURE

2.37 It is believed in Thailand that the most important

problem facing the country is marketing and not production. Although
a good deal of "attention haz been given to this matter over the .
Yearsi the results do not seem to be commensurate with the efforts.
More than 90% of marketing is in the hands of private traders
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who have been in this business for generations. The marketing
structure is efficient in the sense that it guickly responds to
changes in mrlces ‘but it is said to be exp1o1uat1ve from the
fammer's point of view. The practice of "rice baiting” has already
been referred *o, '

2.38 As stated earlier there is no system of regulated markets
where the produce is put to auction by an official functionary and
marketing operations are conducted under the supervigsion of this
functionary.

- 2.39 The marketing structure in Thailand is a 3-tiered one.
Generally, markets can be classified into @

i) Local or Rural Markets.

ii) Regional or Central Markets.

iii) Terminal Market.
2.40 At the lowest level i.e. at the village level or rural
market the most important merchant is also a landlord who buys the
produce of his tenant and sells it in the Regional or Central
Market. He also provides other inputs, such as seed, fertilisers
and pesticides on credit. The bonds between the farmer and the
mexrchant are traditional and the tenant invariably sells his
produce to the landlord-cum-merchant. In a sense he "belongs" to
the landlord-cum-merchant who also advises the farmer in his
decisions about production. :

2,41 At the village level there are also Commission Agents

who act on behalf of the merchants located in the Central Markets
and also hawker merchants. Similarly, a large number of inter-
nmediaries operate both in the Central Markets as well as the
Terminal Market. In brief, there are a large number of _
functionaries who are involved in the marketing operations from the
village level upto the terminal level j.e. Bangkok. Although
individually, they are not in a position to influence the
detemmination of price, they seem to take a substantial share of
the margin between the price paid by the consumer and the price
received by the producer., The exploitation of farmers could
perhaps be reduced to some extent by setting up requlated markets

as in India.
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MARKETING CRCGAI'ISATION OF FARMTRS (MOF)

2,42 As stated earlier, this organisation which has been set
up by Government recently, is expected to provide marketing outlets

to farmers.

This organisation was: set up in October, 1974 with

the following objectives &=

i)

ii)
iii)

iv)

to preocure and distribute fertilisers to the farmerss:
to provide a marketing channel for the 20% of the
farmers who are not members of co-operatives:

to administer price support programmes for major cropss
and , :

to stabilise the wholesale prices by setting up a
Central market for vegetables, fruit, meat, rice, etc.

2.43 The authorised sharc capital of the MOF is one billion
Bht and Government has already contrlhuted over 760 million Bht
for the various activities mentloned below -

1)
i)
. iid)
’ 1v)
‘v)

Capital for paddy price‘suyport.

Capital for Cotton price support, .
Capital for Agro chemicals and fertilisers. -
Capital for fertiliser for sugarcane.,
Capital for maize price support;

EREE

ItS“future plan 1nc1udes the follow1ng

g

Purcha81ng of paddy to glve prlcc support if -

‘necessary.

Export of rice accorﬁlng o the quota given by the
Ministry of Commerce.

Domestic rice trading for farmer institutions.
Export of mailze according to the quota and foreign

markets as arranged by the Ministry of bommerce.

Sale of fertiliser at subsidised rates.
Construction of a Central Market. h _
Construction of rice mills and silos in various
provinces.

Setting up of branch offices in 71 provinces.
Production of certified seed and marketing.

Export of vegetables, etc.
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2.44 Zt may be noted that the charter given to the MCF is

very comprehensive. The performance of this organisation in the
field of administration of price support operations has not.,
however, been said to be satisgfactory mainliy because of lack of
experience, Be91deu, thl“ organlwa% ion functions mainly at the
State level and does not have branches at the provincial or district
level, It also functions more or less independently of the
Co=operatives. Since the functions entrusted to this organisation
are similar to those which are being performed by the Co-operatives
at the national, provincial and district levels, it will be
desirable to establish a close co-oxrdination between the Co-
operatives and the MOF i.e. the various activities which are being
performed by the Marketing Organisation of Farmers at the
provinvial and district levels could be entrusted to the
Co—-operatives at these levels. Even at the national level in the
matter of import of fertiliser and cxuport of rice and other
agricultural commodities, close co-ordination between these two
organisations would prove useful in particular. Tnstead of
setting up its own offices at provincial and district levels, the
MOF could utilise the sexvices of the existing infrastructure of
Co-operatives at these levels, ; '

2,45 In brief, the agricultural situation'in Thailand is
characterised by.the following fcatures H

l) The increase in agricultural production has been more

due to increase of area under cultivation rather than

any increase in productiviity. Since most of the

cultivable land has already been brought under

cultivation, any further increase in production can be

achieved only by improving soil productivity.

The present yvields of most of the crops are low and

have remained static for a long time. There is

considerable scope for inereasing production by

adoption of technology already evolved by the research

~ institutions. »

iii)_There is considerable scope for increasing the area
under irrigation by fuller utilisation of the irrigation
potential which has already been created. '

e
[
N



v) At present the use of improved :seeds, fertilisers
and other inputs is insignificant. There is '
considerable scope for increasing the use of these
inputs, provided Government adopts a realistic
pricing policy which offers remunerative prices to
the precducers. ’

v) The present extension network is somewhat inadequate
to meet the requirements of the new technology. As
a result of the implementation of the World Bank
Extension Project, the extension set-~up will Dbe
strengthened substantially which would result in
stepping up the demand for credit and agricultural
inputs. The institutional arrangements for meeting
the requirements of these inputs will alsc have to
be strengthened simultaneocusly.

vi) With the recent establichment of Marketing Organisa-
tion of Farmers, it is hoped that the problems faced
by the farmers in marketing their agricultural
produce will be reduced to a large extent. However,
instead of setting up a parallel network in the field,
this organisation could as well utilise the existing
co~operative structure at provincial and district

levels.,

2.46 ™ short, with the annual growth ratc of population
around 2.8% and non-availability of additional area to be brought
under cultivation, it is imperative that the traditional methods
of agriculture give way to the modern input based technology to
enable the nation both to feed its own population as.well as to
Step up its exports of agricultural produce. The Agricultural
Co-operatives can play a very significant role in this process of
transformation of Thai agriculture.
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CHAPTER 3

AGRICULTURAL COOPERATIVES IN THAILAND

HISTORICAL PERSPECTIVE

3.1 As in other developing countries, agricultural
co-operatives were initially organised in Thailand with the
objective of relieving the farmers from severe indebtedness and:
preventing their mortgaged lands from being fore-closed by the
moneylenders. The first Agricultural Co~operative was organised in
1916, Crganised at the village level, it was based on the
Raifeissen model, i.e. with unlimited 1liability based on mutual
knowledge of all:the members, etc. Naturally the membership of
these societies was limited. The average membership was about
17. The society had no paid Secretary or Manager. The elected
office bearers managed the affairs of the society in an honorary
capacity. The unlimited liability required members to mortgage -
their lands to the society against all loans, the amount. of which
was not to exceed 6C% of the appraised value of the property.
Besides, two members were required to stand surety. The loans
were nmostly long~term and meant for redemption.. The societies
generally did not provide loans for financing seasonal credit
requirements. . ' '

3.2 Although, initially the growth of the movement was

slow, the speed of registration of new societies based on this
pattern picked up in the middle of 1940 and the period  1947-1953:
saw a very rapid exvansion which, to some extent, affected the
soundness of the movement. 1,179 societies were registered in
1949 alone. Before the introduction of the programme of
amalgamation in 1969, there were 9,684 societies of this category
with a membership of 153,278 housecholds, representlng 4.3% of all
the farm houoeholde. :

3.3 ‘The experience of these village societies was not happy
for various reasons. They were too small to be viable and did not
provide other complimentary services such as marketing, inputs and
farm guidance. In view of the poor performance of these societies,
it was decided to organl e large sized societies with limited



liability mainly for providin~ short-term lorns for meeting the
seasonal credit requirements. The first large sized agricultural
cooperative with limited liability was, therefore, organised in
1959-60. Unlike the village credit cooperative which restricted
membership to land~owners, this large sized society, called
Production Credit Society (PCC) required that the member should be
actually operating a farm (either as an owner or a tenant) and
earning over one~half of his income from farming. A more important
condition was that the farm area should be large enough to produce
a marketable surplus., In some cases, the co-operatives had '
provided in their by-laws that local member groups should not
recommend for membership landless tenants to exceed one~third of
total membership. Since the area of operation was large and
extended to 20 to 30 villages, the membership was divided into
informal groups of 30 to 40 members on village basis. Great care
was taken in selecting members and in this task the officer of the
Co-operative Promotion Department played an important role. The
membership was first approved by the village groups on the
‘recomuendation of the officer of the Co-operative Promotion
Department on the basis of his investigation into the credit
worthiness of the applicant. After the approval of the village
group, the application was placed before the Managing Committee

of the Society. The bulk of the loans granted bv these societies
were for financing seascnal agricultural operations and were »
repayable within one year. A* the end of March, 1968 i.e. on the
eve of the programme of amalgamation, there were 10 Production
Credit Co-operatives with an average membership of 452.

3.4 on the basis of the experience of the working of both
these types of societies and developments in this field in other -
countries, notably in Japan, it was decided by Government to

. amalgamate the village credit cooperatives on the pattern of the
Production Credit Co-~operatives were also enlarged and they were
converted into "Multi-purpose Co-operatives" by amending their
by-laws. It was also decided to merge the Marketing Co-~operatives
with the re-organised Agricultural Co-operatives functlonlng 1n

the same area.

3.5 There has been rapid progress in the matter of amalgama-
tion and the number of societies was brought down from 9600 in
1968 to 371 in 1974. There are only 26 village societies at
pPresent which have to be either liquidated or amalgamated.
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3.6 The first Paddy Marke.ing Society was organised in 1938,

In the field of marketing, the operations of the society was
confined to sale of paddy only. The number of such societies
increased to 118 in 1957: but the number declined since then as a
large number of them has to be 11qu1dated on account of loss
suffered mainly due to 1neff¢c1ent_management. Before amalgamation,
there were 70 Paddy marketing co-operative with a membership of
48,000, All these marketing cooperativesz have since been merged
with the Agricultural Credit Co-cperatives.

3.7 At present there are 6 main . types of co-operatives in
Thailand. They are : : _

Agricultural Co-operatives
Fishery Co-operatives

Thrift and Credit Co-operatives
Consumer Co-operatives

Land Co-~operatives

Sexrvice: Co-operatives.

D dD wWwN
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3.8 The statement at Annexures 'G', 'G-I' & 'G-II' give
details about: the number cf societies of various categories, their
membership, volume of oneratlons, profit and loss, etc. durlng the
year 1974-75, '

3.9 The following four types of'Co-operatiﬁes can be said to be
Agricultural Co—omcratlves in the broad sense of the term. They are:

. Agrlcultural Po—operatlves"
. Land Co-operativess

Fishery Co-operatives: and

. Dairy Co-operatives.

b'wm}-'
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3.10 . The programme of amalgamation, which is under way from
1969 envisages 3 '
:i)'amélganat'on of village co-operatives into large sized
. Agricultural Co-operatives at the district level
11) Convercion of Production Credit Co-ooeratlves into
_ Agrlcultural uo—omeratlveh



iii) Merger of marketin~ co-operatives with the new
Agricultural Co-operatives functioning in their area
- of operation. ' :
iv) Merger of land co-operatives with the Agricultural
. Co-operatives, in stages.
©.¥) Eventually there will be only one multi-purpose
. Agricultural Co-operative in each district.

3.11 The Dairy Co~operatives and Fishery Co-operatives will,
however, maintain their separate identity.

3.12 The process of amalgamation has almost been completed
except for about 26 village credit co-operatives, which have

either to be liquidated or émalgamated.vﬂAbout 50 land co-operative:
also still maintain their separate identity. ' '

LAND CO-OPERATIVES

3.13 Apart from the Agricultural Co-operatives the other major
category of co-operatives in the rural sector are the Land _
Co-operatives. The major objective.of the land co—nperatives-isb-w
to implement the policy of land improvement, land settlement and
land consolidation through the co-operative approach., The land
co-operatives can be further divided into the following three
categories, namely -

1. Land Settlement Co-operatives. v

2, Land hire purchase and land tenant co-operatives.

3. Land improvement co-operatives. '

LAND SETTLEMENT CO-OPERATIVES

3.14 The main objective of the Land B3ettlement Co-operative is
to help the landless farmers to settle on vacant lands through
these co~operatives. The infrastructure, namely roads, schools,
medical facilities, etc. are provided by Government in the
Department of Land Co-operatives. The co=operatives acquire large
chanks of land, reclaim the area and allot small plots to members
on the condition that the memberg cannot alienate the land. The
membership is on unlimited liability basis. Apart from provision
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of infrastructural facilities and technical ¢:idance, the land
co~operatives perform all other functions which are being
performed by the Agricultural Co-operatives namely, provision of
credit, marketing, supply of inputs and farm guidance.

LAND HIRE PURCHASE & LANMD TENANT SCCIETIES

3.15  These societies are similar to the Land Settlement
Co-operatives except that in the case of hire purchase co~-operatives,
plots are allotted to the members on the hire purchase basis, the
instalments being spread over a period of 15 yvears..  In the case

of most of the hire purchase cooperatives, members have already

paid all their instalments and have become full owners, In the

case of Land Tenan ”o—operatlveu, spcieties -acquire large areas

on rent from landlords or Government and uﬁb‘l@t small plots to
members on re»uonable rent, - o

LAND IMPROVEMENT CO~OPERATIVES

3.16 The Land Improvement Co-operatives are orqaniSed‘either'i
in irrigated areas or in unirrigated areas. In the case of h
irrigated areas, while irrigatiocn deﬂartment lays down the .
infrastructure required for irrigation and alsc looks after’ the
maintenance of pumps, etc., th~ activities of the society are
confined to. supervision of distribution of water. In;the'cése'of,
societies organised in unirrigated areas, the construction and

the maintenance of the water courses and pumps, etc. is the
responsibility of the society, which is assisted by the englneerlng
staff of the Co=operative Promotion Department. As in the case

of land settlement co-operatives, the land 1mprovement co—operatlves

also perform all the functions of Agricultural bo-operatlves.

¢ norl

3.17 In September, 1976 in all there were 50 Land Co~coperative
- Societies with a membership of 29,808 families with an. average
membership of 600, Statistics regarding profit and loss of these
societies are given in the statement at Annexure 'H'. =

3.18  The Co-operatives in the fields of Fishery, Dairy, Live-
stock.Dévelopment~etc.vwill be dealt with in detail in Chapter 5.
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STRUCTURAL OF AGRICULTURAL CO-~-OPERATIVES

3.19 As in other developing countries, the structure of the
Agricultural Co-operative in Thailand is three tier one. At the
- base level are the Agricultural Co-operatives already mentioned.,
At the secondary level, there are 19 Provincial Federations. The
agricultural societies at the district 1evel are affiliated to
these Federations at the provincial level. Two of these Federa-
tions perform credit functions and the remaining 17 are involved
mainly in processing of rice.

3.20 At the Apex level, the Agricultural Co-operative
Federation of Thailand (hereinafter referred to as ACFT), which is
the Apex body, is mainly involved in supply inputs and marketlng. '
The ACFT does not deal with either credit or processing.

3,21 The credit requlrements are met by the Bank for Agrlculture
and Agricultural Co-operatives (BAAC) through its branches at the
provincial level. The BAAC is not a Co-operative Bank. ~It has
been sponsored’ by ‘the Government and is under. the Ministry of
Finance. The bank has also offices at the district level. The
district level offices, however, are not empowered to sanction
loans. They merely assist the clients in the processing of
applications and also supervise loan utilisation. 1In the field of
credit, therefore, the structur. is 2~tier one with the primary
society at the base level and the BAAC at the prov1nc1al and
national levels.

3.22 The cooperative structure would be somewhat as follows 2=
~ BAAC ACET CPD
¢ - Production g : H 2
H Credit 2 Provincial : :
: Sy B zederatlonu g :
¢ — Marketing H 4 g 2
$  Credit s : : :
Provincial g : : :
Branch $ H $ :
s = Credit .y N - : °
s Marketing Processing Input Farm
: maize;& rice rice supply _guidance

—

000000
oooco{

AGRICULTURAL CO-OPERATIVE SQCIETY
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' AGRICULTURAL CO-OPERATIVES

3.23 As mentioned earller .after amalgamatlon there W1ll be
only one agricultural co-operative in each district. Apart from
amalgamation of the erstwhile village co-operatives and conversion
of the production credit co~opera+1ves, a number of new aqucultural
cooperatives have also. been reglstered The progregs achieved in
the organisation of the agrlcultural co—operatlves can be ‘seen

from the follow1ng table - :

Year No. of societies Increase Decrease - Total at the
in the beginning: ' during the during the end of the
of the year “year B year . year

1970 72 232 e 304

1971 304 - .97 - 401

1972 401 _ 10 16 ' 395

1973 395 o 65 - ' 460

1974 460 v 218 134 . 544

1975 544 4 e " 548

3.24 " The increase in the number of soqieties has been .

accompanied by corresbonding jincrease in the’rembership of _these
soc1et1es, as is evident from the table given below 3

Year No. of members Increase- Dec rease , No. at the end
in the beginning during the during the of the year
of the year year . Year

1970 34,434 94,900 - 129,334

1971 129,334 41,972 - 171,336

1972 171,306 20,019 , 20,251 171,074

1973 171,074 46,034 10,256 207,752

1974 207,753 158,933 12,184 . 354,501

1975 354,501 - NA NA 463,595



3.25 At the end of 1975 th~re were 548 corveratives with a
total membership of 463,595 which gives an average of 829 members
per society. It may also be added that at the end of 1975 10%

of population in Thailand was covered by agricultural cooperatives.

3.26 The financial soundness of the societies can be seen

from the fact that out of 544 societies at the end of 1974, 482
were in profit and only 58 societies were in loss; the average
profit being 84,784.34 Bht. per society and loss 233,514.22 Bht.
Off-setting the loss against the profit, the average net profit
works out 50,596.72 Bht. The average loan per member was 3428 Bht.

3.27 Although the bye-~laws of the reorganised agricultural
cooperatives are very comprehensive and envisage all the activities
performed by multi-purpose cooperatlves in other countries, in

- fact all the societies do not perform all the functions prescribed
- :in the bye-laws. The following table broadly indicates the number
of goc1et1es performing various functions 3

Functions No. of societies
1. Credit R 559 .
- 2. Marketing :
(i) Maize o 73
(ii)Rice 169
3. Fertiliser distribution 500
4, Farm éuidance 8 70
3.28 Before describing the various functions performed by the

Agricultural Co-operatives, it would be useful to mention the
gqualifications for membership procedure for admission etc.

3.29 The quallflcatlons for members are that apart from belng

a farmer of Thai nationality and a person’ of good character, the
applicant should hold ownership of land for agriculture with

an appropriate scale to produce a reasonable amcunt of farm products
for marketing in one year. In other words, according to the bye~laws,
a person who does not own land or has no reasonable marketable
surplus cannot join a cooperative,
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3.30 The procedure for adm 3sion of a new member is also
interesting. His application for admission has to be submitted to
the Chairman of his wvillage group. The group will consider his
application on the basis of the recommendations of the Supervisor
of the Co-operative Promotion Department and his application for

" membership will be approved and forwarded to the Board of Directors
for consideration only 3/4th members of the group present and
voting approve of the membership.

3,31 It would seem that although the principle of unlimited
liability has been discarded, the membership requirements and
procedure for admission of new members seem to be governed by
considerations which were perhaps valid when the bye-laws were
based on principles of unlimited liability. In view of the rigid
requirements and the obwvious preference for those who own land, the
membership is confined to only 10% of population and unless the
qualifications™for membership and procedure for admission are
liberalised, it will not be possible to enlarge the membership.
Since it should: be possible to provide short-term credit without -
insistence of mortgage of land, the membership need not be confined
to land-owners. During our discussions with the»offlcers of the
Department of Co-operative Promotion, it was mentioned that there
was no insistence. on mortgage of land by prospective members, But
durlng our visits to co-operatives in the field, it appeared that
the Managirg Committees give preference to those ownlng'iand and
having recorded rights in land and are reluctant to enlarge their
membership. The Co~operative Promotion Department also has not
adopted a conscious policy of encouraging the less prosperous
farmers and tenants to become members. The present preference for
land-owners excludes nearly 50% of the farmers, who do not have
recorded rlghts in land, from becoming members.

3.32 Since the liability is now limited, the procedurekfor
admission of‘any new member'also needw to be simplified. -

3.33 Another serious constraint in 1ncrea51ng membershlp is the
dlfficulty of obtaining loans from the BAAC on account of the
elaborate and ‘time consuming procedures and also paucity of funds
Wlth the BAAC This will be elaborated later on.



3.34 - T™e amount of short t :rm loan to which a member is
entitled is based on his farm plan but it cannot exceed 60% of the
appraised value-of tlie farm products marketed which are produced
from such loans.  The appraised value of the prcduce is fixed by
the Board of Directors. The maximum limit in the case of short
term loan is normally 7,000 bht, subject to the limit of 60% of
value of the crop, The limit in the case of medium term loan is
40,000 bht, subject to the condition that the value of the land
mortgaged is at least twice the amount of the loan. If however,
members do not wish to mortgage their land, a group of members
(minimum being 20) can avail of loan upto 7,000 bht per member on
a group guarantee ba51s. Alternatively, a member can also obtain
a loan upto 40,000 bht on the basis of surety of at least two
’persons, one of whom must have an 'appropriate' plot of 1and

3.35..' The prOCedure of'processing the loan application at the
society level is note worthy. The application form, which consists
of a number of pages, is filled in by the members individually.

and submitted to the Chairman of the group to which he belongs. A
1meeting of the group will then consider each requeSt and assess
the redquirements haV1ng regard - -to the type of production,
cultivated area, the normal yield per rai, expected total yleld

- the incremental income which can be utilised for repaying the loan,
~etc. The officer of the Co~operative Promotion Department helps
and gives sdvice to the member: of the group. In the case of

- medium term loan, the group normally deputes an officer of the
Co-operative Promotion Department to hold spot investigations and--
- appraisal the loan application and report to the society. The
recommendations of the group are then forwarded to the Managing
Committee of the Society which, in turn, forwards the application
to the District level officer of theCo-operative Promotion
Department who submits the same to the Provincial Officer of the
CPD who, in turn, presents the application to the prOV1n01al level

branch of the BAAC,

3.36 - Tt will be noted that the officer of the CPD plays an
important role in the day-to-day operations of the society. 1In
fact, he has to recommend the loan at all stages. Loan applications
are invariably routed through the district and provincial level
officers. No guidelines have been laid down for working out the
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short-term credit requirements on the basis of the average cost of
cultivation of major crops nor have any guidelines been prescribed
for working out the repaying capacity.

3.37 In the absence of these guidelines the appraisel at
various stages, tends to be purely on subjective considerations
and in case there is no agreement between the functionaries at any
two levels, the application is likely to be remanded for a further
scrutiny. This also contrlbutes to the de’ay in the processing
of applications.

3.38 Further, routing of the applications through a number of
stages contributes significantly to the delay in sanctioning the
loans about which more will be said later.

3.39 The entire amount of loan is given in cash and the member
is free to utilise it for purchasing fertilisers in case he is
desirous of buying fertiliser from the society. No portion of the
loan is given  in klnd 1 e. in terms of seed, fertilisers or
nest1c1des.r

3. 40 ' There is also no seasonalltj in lending and recoverles.
The society depends almost exclusively on the Government staff or.
the staff of the bank for ensuring proper utilisation and they
function more as agents of the bank rather than independent
institutions, '

3.41 Although there has been significant expansion in the
membership as well as lending operations during the last five years,
the management capabilities have not kept pace with the expanded
operations. The responsibility for management devolves on the
officers of the Co~operative Promotion Department. There is no
programme for recruitment and training of competent Managers to
manage the affairs of the Co-operatives.

3.42 One of the serious lacunae noted in the course of our
visits to the societics is that the societies, by and large, do
not have a concrete business plan on a yearly basis indicating the-
targets of loaning operations, addition of new members, volume of
business in regard to fertiliser distribution, ete. Since the Bank
for Agriculture and Agricultural Co-operatives (BAAC) is not appraised
of the plans of the Coops in advance, the bank finds itself unable

to meet the credit requirements,



CO-OPERATIVE DF’ELOPMENT PLAN 977-81

3.43 Although the National Social and Economic Development plan
for 1977-81 has not yet been finalised, the Co-operative Promotion
Department has formulated its own plan for this period. According
to this plan, it is proposed to organise 90 Agricultural Co-opera-
tive Societies during this period and the membership of the
co-operatives is likely to increase from 463,,595 in 1975 to
938,400 in 1981. These societies will be expected to market about
600,000 tonnes of paddy 1n 1981 as compared to 250,000 tonnes in
1977.. : ‘

3.44 Addltlonal storage capac1ty to the extent of 250,000
tomnes w1ll be added :

3.45 43uadditiona1 rice mills will be set up, of which 22 will
be of 20 tonnes capacity per day and 19 will be of .50 to 60 tonnes
capacity per day and one mill of a capacity of 80 tonnes péf*day.
At the end of the Fourth Five~Year-Plan 733 godowns with a
capacity of 402,000 tonnes will become available. The total
milling capacity would go upto 2,520 tonnes. per day and the number
of rice mllls will go upto 62.

3.46 In the export of maizc an annual incr-ase of 20% is
envisaged. Thus the quangity of maize exported would increase
from 180,000 tonnes in 1977 +to 370,000 tonnes in 1981.-
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CHAPTER 4

ROLE OF CO-OPERATIVES IN FOOD PRODUCTION

AGRICULTURAL CREDIT

4.1 As has already been stated, the credit requirements of
primary agricultural societies are met mainly by the Bank for
Agriculture and Agricultural Co-~operatives through its branches
at the provincial level. This bank came into existence in 1966.
The bank provides credit to (i) individual farmers, (ii) Agricul-
tural Co-operatives,and (iii) Farmers' Associations. The
authorised share capital of the pank is one billion bht. of which
982.6 million Bht is paid by the Ministry of F.aance and 17.4
million baht by the Agricultural Co-operatives.

4.2 ~ On 17th Nbvember, 1976 the Cabinet has given its
approval in principle to raising the authorised share capital
from one billion baht_to‘four billion baht.

4.3 The salient features of the lending operations of the
BAAC during the last five years can be seen from the - ‘
following table s-.

Record of the laot flVG year 1971-75 v
| (in million baht)

1971 1972 1973 1974 1975
Capital Funds 1,124 - 1,188 1,202 1,246 1,279
Total assets 1,608 ¢ 1,927 2,174 3,059 5,186

Loans extended

to individual ,

farmers 509 670 C 773 1,203 2,101
Loans extended ' '
to Agricultural

Co=operatives le4 224 245 388 ‘866
Loans extended v A ' - o :

No. of individual
farmers registered o _ :
as clients 262,087 301,622 330,628 379,575 516,314
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4.4 At the end of December 1975, in addi*ion to financing
816,314 individuals, the bank had authorised loans to 1,106
Farmers' Associations having a membership of 135,000 members and
528 Co-operatives with a membership of 320,000.

4.5 In 1976 the bank had in all financed 1,176,586* farm
families belonging to all the three categories, namely, individual
farmers, members of Co-operatives, and members of Farmers'
Associations which constituted 23.36% of the total farm families
in the nation. Aalthough the number of farmers belonging to these
three groups had increased by about 97% during the period 1971-76,
about 76.64% of the total farm families were still outside the ‘
reach of the BAAC, :

4.6 While in 1975 the bank had extended 866 mllllon bht to
Agricultural Co-operatives, the 1oans oytended to individual
farmers were 2,101 million baht i.e. —1/2 tlmeu the amount
advanced to the Co-operatives. i

4.7 Although the proceuslng of the loan appllcatlons of
individual clients is likely to be more ‘time consuming and
expensive, the bank had financed more individual elients than
members of Co-operatives. . For instance in 1975, 2% of the BAAC
credit went to the individual farmers, 26% to the “o-operatlves
ard 12% to the Farmers' Groups On per capita basis members of
the BAAC group received 4,065 baht as compared to 2,282 baht in
the case of Agricultural Co-~operatives and 1,400 baht in the case
of farmer groups.

4,8 Evidently, the bank gives a high priority to the
requirements of individual members as compared to those of the
Co-operatives. The loans advanced per individual client is also-
much higher than the loans advanced to members of Co-operatives.

Since most of the individual clients are rich farmers, mostly
engaged in commercial agriculture, bulk of the funds of the BAAC
are being utilised by.the most progperous section of the farming
community.

4.9 The membership of the BAAC is derived mainly from the
upper farming strata. In 1973, the average land holding of a
‘farmer financed by BAAC was 30 rai, whereas the national average



was 14.7. Generally, the grour of farmers directly financed by
the BAAC comes from the richest strata, the Co-operatives from
the middle level and the Farmers' Asgsociations the lower level.
Tt appears that the average land holding of a member of the

Farmers A85001at10ns is much hlgher than the national average.

4.10 The bank.nalnly lends for short and medium term purpose,
Roughly 80% of the loan are for short and medium pruposes, arnd
only about 20% of the loan are for long-term purposes. Long~term
loans are given entirely to individual clients and are for 1arge
“scale plantations and 11vestock development projects by :
individual entrepreneures. Only about half a dozen Co-operatives
have so far been provided with long-term credit for construction
of warchouses and establishment of rice mills. The bank has not
so far granted any long~term loans to members of Co-operatives. It
has also not so far finalised procedures for grant of long-term
loans to members of Co~operatives. Apprently, it is felt that
there. ig no demand for long-term loans from members of R
Co-operatlve Societies. However, with the introduction of =
irrigation facilities the scope for double cropping will increase
which will, in turn, create a demand for tractors and other
heavy machinery. The annual growth rate of tractors registered
for agricultural use in Thailand during 1963 to 1972 has been
16.89%. Tt has been as high as 50% in one province. The number
of tractors in the country has increased from 413 in 1963 to 1798
in 1972, registering more than a four fold increase. Admlttedly,
the demand is mainly confined to the Chao Phaya region where
irrigation facilities are available. As a result of the
completion of the various irrigation projects in the North .and
North-east along with the on-farm develomment projects which are
being implemented with the help of the World Bank and the

Asian Development Bank, the irrigation potential is bound to
increase substantially and stimulate. the demand for tractors and
other agricultural implements. It would, therefore, be desirable
to provide facilities for g:ant'of long term locans through
Co=-operatives for purchase of tractors, etc.

4,11 Similarly, although the scope for minor 1rr1gat10n
namely, installation of wells, tubewells etc. is extremely
limited, it seems that there are pockets in the country where'
farmers have already resorted to the e?p101tatlon of ground water
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with their own resources. During our visits “o the North, it was
brought to our notice that iii ;h;ang Mai province (Sanken Pheng
Society) farmers have been installing diesel operated tubewells.
with thelr"oWn regsources, Apperantly, there are other areas in
the country where adequate ground-water -is available which can

be used for irrigation. It will be worth while to prepare minor
irrigation projects for such areas for. seeking assistance from
the Internatlonal Development Association and other 1nternat10na1

agencles.'

4, 12 T mhe. benk should therefore flnallse its policies and
procedures for providing long-term credit to members of the
Co~operatives for minor 1rr1gatlon and mechannoatlon.

4,13 The rate of 1nterest charged by the bank for productlon
credlt is 12% in the case of individual clients and 9% to the
societies and Farmers' Associations. The Society and Farmers
Associations retain a margin of 3% and the rate of interest
charged from the members of the Co-operatlves is also 12%. As
mentioned earlier, the BAAC obtains bulk of its funds from
commerclal banks at 8%. The BAAC has con51stont1y held the view
that it is not p0551b1e for the bank to meet the cost of lending:
out of the margin of 1% which is retained by it. . Obviously, if
the primary agricultural society is not performing any supervisory
functions, the margin of 3% al’owed to the Society appears to be
excesgsive. On the other hand it may be noted that the Provincial
Federatlon.at Chiang Mai also borrows from BAAC at 8% and lends to
3‘;ts afflllated ‘societies at 9%. -In the course of our dlscu831on,
';}the Manager of the Chiang Mai Federation indicated that it was
p0951b1e for the 1ﬂ"ederatmn to meet the cost of lending out of
the margln.of l% retained by it. Prima facie however there is a -
case for re-examination of the structure of interest rates and the
margins allowed at Varlous levels, so that they. correspond to the
functlons performed by the various organloaelons.

'4.14 As has been mentloned earlier, the BAAC flnances
1ndIV1duals, co—operatlves as well as Farmers' Associatlons and
for various reasons . the Farmers' Institutions. namely, the
Co-operatives as well as Warmers Associations receive the lowest
priority. Since the Bank Managers prefer to deal with the.
individual clients whom they know, the farmers organisations
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allege that the approach of the Managers towards them is not
sympathetic, The farmers' organisations, in turn, do not
co~operate with the BAAC in improving recoveries and ensuring
better utilisation of the loans. In fact, therefore, the BAAC .
on the one hand and the farmers' organisations on the other seem
to pull in opposite directions. The present arrangement is,
therefore, extremely unsatisfactory from the point of view of
both the farmers' organisations as well as the BAAC,

4.15 In all the meetings and seminars organised by the
Co~-operative League of Thailarnd and the Co-operative Promotion
Department, which we had occasion to attend, speakers persistently
pleaded for the establishment of a Bank for Co-operatives. The
Government, especially the Ministry of Finance, seems to be of the
view that a Bank for Co-operatives would not be a viable proposition.
'Before the BAAC came into being, there was in existence a
Co-operatlve Bank, -which was eventually merged into the BAAC,

. 4.16  Since the Co-operatives and the BAAC are parts of a
single c¢redit structure, unless measures are taken to bring the
two together, the situation is likely to deteriorate,further.

4,17 we have separately recommended that the Farmers'
Associations should be gradually merged with the Co-operatives. If
this recommendation is accepted, after the merger, the BAAC will
have to finance individual clicnts and the Agricultural
Co-operatives. It will be desirable to take another step and
enroll the individual farmers being financed by the BAAC, as
members of the Agricultural Co-operatives in stages. This
recommendation has already been accepted recently and it has been
decided that efforts will be made to enroll individual clients

as members of the societies which belong to 'A' class only, If
procedures “for loaning are modified, as recommended elsewhere, it
should be pos31ble to speed up this process of enrolllng 1nd1v1dual
clients as members of the Co=-operatives and a phased programme
should be drawn up so that after a period of 3 or 4 years the BAAC
will be financing only Co-operatlves.

4,18 Such a step would bring about closer understandlng
between the bank and the Co-operatives and remove the present
mis-understanding and even hostile feelings., The working of the
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BAAC as well as of the Co-oper tlves w1ll be rore harmonlous and
both the recoverles and utlllsatlon of loans would improve -
c'ub:svl:ant:.a].].y, &

LENDING POLICTES AND DPROCEDURES OF BAAC

4,19 .The lending policies and proceduresz followed by the
Agricultural Co-operatives have already been described, As mentioned
earlier, after the loan proposal is approved by the Manager of .
MM Managing Committee, it is routed to the Branch Manager through
the District Officer & Provincial Officer of the CPD. The Branch
Manager scrutinises the statements which indicate the requirements
of eac¢h member and, if he feels that a further scrutiny is
necessary, he returns the application for further clarification

or deputes one of his officers to make on-the-spot investigations.
If he feels that in a' particular case the loan asked for is excessive,
he is empowered to scale down the requlrements. Till recently the
powers of sanctlonlng credit limits had been centralised at the -
level of the Head Office of the Bank 4n Bangkok and the Provincial
Managers were not empowered *to sanction credit limits. A year

ago the Branch Managers were empowered to sanction credit limits.
at their own level provided the society had repaid to the bank

80% of the amount collected by it from the members. Since most
societies retain bulk of the r soveries on account of the delay
and difficulty in obtaining fresh loans from the bank, in effect,
the Branch Managers, therefore, rarely utlllse these powers. As
loan appllcatlona of about 600 societies had to be sanct1oned by
the Head Office in Bangkok considerable delay was 1nvolved;1n thet
process. During our visits to the societies, it was mentioned -
that the normal period taken by the bank to sanction credit limits
was about 6 months; but there had beon cases where. the bank had
taken nearly a year. = o y

4,20 It is learnt thét“reéehtly the powers of sanctioning
credit limits have been delegated to the Branch Managers, but the
Managers of the Co~operative Societies were not aware of the
recent instructions issued by the BAAC.

4.21 Tn view of the delay and uncertainty of obtaihing frech
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loans from the bank, the societies are not prompt in paying back to
the bank the recoveries made Ly them from their members. The
situation about recoveries is dismal. In 1975 the percentage of
recoveries to outstanding at the society level was only 13%. In
1976 the percentage increased to 16%., Since bulk of the funds of-
_ the bank are locked up in overdues, the BAAC is most reluctant to
nake fresh-advaﬁces. In view of poor repayments, the Bank is not
in a position to make fresh advances, and as societies are aware
that the Bank will not make fresh advances, they do not pass on
their recoveries which are in the neighbourhood of 50%. Thus
there is a stalemate. The societies are also reluctant to enroll
new members because of the difficulty of meeting the credit -
requirements of the existing members.

4,22 There will not be any improvement in the situation if

the policies and procedures of lending are not simplified and

members of the Co-operatives are assured that there would be ‘no
difficulty in obtalnlng fresh advances,

4,23 ~ The loaning pollc1es followed both by the BAAC as well
as the Agricultural Societies appear to be occurlty orlented and
not productlon orlented

4,24 Tlll recently a member was entitled to obtain a short-term
loan upto a limit of 7, 000 baht only w1thout _mortgaging his land
irrespecti e of the area under cultlvatlon. Since this amount 1s
extremely inadequate, members almost 1nVar1abiy mortgage thelr
lands and obtain the higher limit of 40,000 baht. The requlrement
of mortgaging land precludes nearly 50% of the farmers who do not
have clear +1ules to their lands. The faxmers who are not in a
position to mortgage land can obtain loan on the basis of group

llablllty, the minimum numbor requlred for forming a group is 20
which is rathcr high. '

4,25 The bias in favour of oecurlty of land for short—term
loan can be seen from the policy, which has been recently adopted
by the BAAC. According to this policy if more than 2/3rd of the
members of the society are land-owners, a member of such a society
is entltled to a loan of 12,000 baht Ffor the main orop. However,
if more: than one-half of the members are land-owners, each member
is entitled to a loan of 8, OOO baht If less than 50% of members
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are land-owners, each member i= entitled to a loan of 5,000 bht only.

4.26 ‘The average cost of cultivation of rice, which is the
most predominant crop, is said to be around 500 baht per rai.

- Although the average holding in Thailand is around 15 rai, the
holdings of the members of the Co-operatives are usually much
higher than the average holding. Assuming that average holding
is about 30 rai, the requirement of short~term credit would be
15,000 baht., The limit of 7,000 baht is, therefore, on a very
low side. If the alternative of availing of 40,000 baht by
mortgage of land is accepted, apart from the cumbersome procedure
of mortgaging land, the member becomes ineligible to avail of
credit to meet his medium term requirements. If the present
lending criteria are not amended, the tenants and those who do
not have clear tltles, will have no incentive to become members of
the Co-operatlves even if the bye-lawg are amended to enable them
to become members. :

4,27 As mentioned earlier, the credit requirements of

the borrowers are assessed by the village group or the Cooperatlve
Supervisor, who have no clear guidelines for working out the
credit requirements. In the absence of objective criteria, the
asuessment tendé to be subjective and there may not be agreement
in. ?egan to the assessment between the Branch Manager and the
society. There should be clear guidelines for this purpose. One
way would be to lay down scales of finance for various crops, in
dlfferent areas based on the estimates of the cost of cultivation .
WOrked out in consultation with the Dcpar;ment of Agrlcultural
Extension. These would include the cost of seed, fertiliser and
other inputs. The guidelines would broadly indicate the
percentage of incremental income that can be utilised for
repayment of the loans. In other words, a system of crop 1oanu’
will have to be introduced. The loan would be in two parts :

- 'A' which will be in cash and ‘B' in kind, namely fertilisers,
seeds, pesticides, etc. The loan required for a particular
crop will be advanced before the commencement of the sowing
season and recovered out of the sale proceeds of the crop after '
harvest. Loans would be advanced twice a year. Thus an element
of seasonality will be introduced in both lending and recoveries,
"In the case of bigger farmers, who want to avail of a higher
limit, a cash credit system can also be introduced. Aan example of
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_the type of system, which can be introduced, is given in Annexure ‘A’.

4,28 Since more than 50% of the farmers do not .have clear title-
deeds, under the present system they will coqtlnue to. be deprived
of credit from co~operatives. Although they may not have recorded
rights, fellow villagers who are members of the Co-operatives, are
usually aware of the land actually cultivated by others in the
village. The difficulﬁy,of not having clear +title deeds can be

got over by preparing a ‘Land Register' for each village indicating
the extent of land actually cultivated by a member to be verified
by a representative of the society. This register would form a =
basic reécord for determining his loan eligibility. The 1ntroduct10n
of a reglster of thws nature would enable tenants and oral lessees
to - avall of credlt from the Co~operat1ves. ' :

4, 29 ' Slnce the procedure of mortgaglng land is compllcated iﬁ
may be. examined whether the relevant legislation can be- amended to
provide for creatlon of a charge on the land and the crops standlng
thereof (in lieu of mortgago) and for reglatration of the gharge

in the revenue records. -

4, 30 : It appears that at present there is no penal rate of
interest on the amounts not paid by due dates. A system of penal
rate of 1nterest on the amounts. not paid by due dates. A system
of penal interest rates for delay An repayment may also be '
1ntroducec - :

4.31 ©  The procedural delays could be somewhat reduced by
taklng follow1ng steps - -

i) Elimination of som= of the Stages of Serutiny of the

.. loan applications. For example, the requirement of )
submitting applications through the District Officer -
and Provincial Officer could be dispensed W1th

ii) Full delegation of powers to the Branch Managers both
 to sanction credit limits and also permit individual
:dlsbursement on the basis of the seale of finance
A_approved by the bank. :

iii) Transfer of respons1b111ty to the soc1ety‘for the
C superv1s1on o loans. :
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iv) Laying down time limits for processing applications
both at the level of society as well as bank.

v) Sanction of the credit limit to the society by the
- bank on the basis of its borrowing power and past
performande without g01ng into the requlrements of
. each members.

4,32 It.is evident that the procedures followed by the bank

as well as those followed by the societies will have to be studied
together. Some of the changes which have been proposed are of a
fundamental nature on which major policy decisions will have to be
taken at a higher level. It would therefore, be advisable to
constitute a high powered Committee consisting of the representa-
tives of the CPD, BAAC, Department of Agricultural Extension, .
leadlng non-official co-operators, and representatives of commercial
banks to consider the entire question of simplification of the
loaning policies and procedures. The Committee should be entrusted-
with the task of reviewing the present procedures and policies,
stage by stage, and to suggest'elimination of or modifications to
each one of them. The Committee will have to be under the
Chairmanship of a senior officer either of the Bank of Thailand

or of the Department of Co-operative Promwtion,; so that the
recommendations of this Committee are accepted and implemented. by

- all concerned. The understanding between the BAAC and Agricultural
Co~operatives could be strengthzned by the corstitution of Branch -
- Advisory Committees at the provincial level. ' The representatives
of the co-operative societies, local officers of the CPD, DAE,etc.
should be appointed on this Committee. Frequent meetings of this
Committee at provincial level would enable both the parties to
understand the problems and difficulties of each other,

4,33 The attention of the BAAC is now focussed mainly on
provision of short and medium term production credits. Both the
provincial féderations”as well as the local agricultural
co~operatives are also engaged in the distribution of fertiliser:
as well as marketing of rice and other commodities. Adequate
attention has not so far been paid to the importance of providing
marketing credlt to these organisations. At present acute paucity
of marketing credit has severly affected the marketing operations .
of the Co-operatives at all the three levels namely, primary, a
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secondary and apex. “The requi "ements of mark ting credit (both

for fertiliser distribution and the marketlnq of rice) of each
Co—operatlve both at the local level as well as the prov1n01al
level will have to be worked out and arrangements made to meet the
requirements on the basis of hypcthecatlon of stocks. Some details
in regard to the manner in which prOV1clon of dlstr1butlon credit
can be made have been given in the Annexure 'B' deallng with the
distribution of fertilisers. A similar prccedure can be worked

out for the marketing of rice as well.

4.34 Tb sum up, a major constraint in the involvement of the
Co-operatlves in food production is the difficulty faced by the
Co-operatives in providing credit for productlon, dlstrlbutlon and
marketing. The main reason for this dlfflculty has been +the
lendlng policies and procedures followed by the Co-operatxves and
the BAAC, 1In fact, non-availability of credit has been one of the
factors responsible for the slow progresu of ‘the’ Co-operatlve’=

. Movement in Thailand. '

DEPOSIT MOBILISATION

4.35 The Co-operatives in Thailand today depend, to a large
extent, on the funds borrowed from the BAAC, The mobilisation of
" deposits at their own level .is negligible. Although the members
generally are relatively afflucat farmers, their savings are
deposited in the commercial banks. Since multi-purpose co-opera=~
tives, on’a large scale, have arrived on the scene only recently,.
the members still do not seem to have enough confidence in the
management of these societies. One of the reasons for this lack
‘of confidence is the lack of qualified Managers. It is not only
necessary that qualified managers are appointed but they should
also be given some incentives or rewards for deposit mobilisation.
- It would be useful to study the pattern of incentives provided

by the commercial banks to their managers in the field of deposit
mobilisation and extend these incentives to the managers of the
Co—operatlves to the extent p0551b1e. x :

4,36 It is understood that according to the present regqulations,
the Agricultural Co~operatives are barred from receiving deposits
from non-members., This appears to be an unusual provision and



does not secem to exist elsewhe: 2. Whlle prof1 s and patronage
rebate is distributed only among the members, normally there is

no restriction on co~operatives in the matter of business deallngs~
with non-members. Consumer co—operatives sell their goods to
non-members and Agricultural Co-operatives also sell fertilisers
and other goods to non-members.’ The present prohibition on
collection of deposits from non-members operates harshly on the
Co~operatives and does not seem to be justified. ‘ :

4,37+ .- In fact, it may be added that in India the Reserve Bank
of India has permitted the Co-operatives to give a slightly higher
rate of interest on term deposits from members as well as non=
members than the interest rates allowed to the commercial banks,
'in spite of the fact that the commercial banks have been '

natlonallsed.

4.38 Although the BAAC is empowered to colleét deposits, not
much attention seems to have been paid to this aspect. Another
method of encouraging the Co-operatives to mobilise deposits would
be to enable them to accept deposits on:behalf .of the BAAC. The
societies could be given a small commission to undertake this

act ivity on behalf of the Bank for Agrlculture and Agrlcultural

Co-operatlves. : , _ : o,

4.39 Marketing and Process’ag have to be t:ken together as both
the primary agricultural societies as well as the Provincial
Federations performed these functions. At the end of 1975, out of
548 societies only 59 primary societies were involved in the
-marketing of rice and 73 societies were marketing malze. The
. primary agricultural societies are, however, involved more in.
marketing than in processing. Only 9 primary societies have their
own Rice Mills. | o "

4.40 Processing is maihly the activity of Provincial Federations
and is confined to paddy. In fact, Provincial Federations seem to
have confined themselves entirely to the running df;ﬁhe rice mills
and have not undertaken any other activity so far. The primary
societies affiliated to the Provincial PFederations have small
warehouses or barns in which members* paddy is Dtored which is
periodically transferred to the rice mills owned by the Federatlons
for milling. ;
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4.41 It may be noted that vhile there are 71 Provinces in

the country, Provincial Federations have been set up only in 19
provinces. = The primary agricultural societies located in provinces
having no Federation, deal directly with the ACFT for purposes of . -
marketing of maize and rice. ' .

4,42 Since the primary marketing societies have now been
merged with the local agricultural co-opzratives, statistics about
the operations of the marketing societies are not available,
However, the relative importance of the marketing operations of
the primary agricultural cooperatives can be assessed from the

fact that while the volume of credit business handled by all the
Agricultural Co-cperatives was 1,685 million baht in 1974, the
Agricultural -Co~operatives handled maize worth 229 million baht, |
paddy worth 88 million baht and beans worth 2 million- baht only.

4.43 As stated above, 17 Federations are involved in processing.
Two more Provincial Federations are involved only in the provision
of credit. Thus, there are in all 19 Provincial Federations and a
national level Apex Federation called the Agricultural Cooperative
Federation of Thailand. Out of 19 Provincial Federations 8 have
been registered only reaently and have not yet commenced business,
The Department of Co=-operative Audit have consolidated figures of
all the 20 Federations, including the ACFT. Cut of the 12
Federations, which were in business, at the end of 1975, six were
in profit and the other six were in loss. The net proflt earned
by all the six Federations was 1,087,970 baht and the loss suffered
by the other six Federations was 42,078,182 baht, Out of this
huge loss, nearly 40 million baht is the loss suffered by the Apex
Federation namely, the ACFT, most of which was in fertiliser
business. ACFT imported fertilisers from Japan for distribution
through the affiliated Co-operatives. Scmetime later the
Marketing Organisation of Farmers purchased fertilisers locally

by inviting tenders. 1In the meantime since ‘the 1nternatlonal
price of fertiliser had fallen, & therefore, the MOF was abie ‘to
purchase fertilisers at much lower prices than those at. whlch the
ACFT had imported them. This resulted in a' conulderable

disparity in the retail prices of fertilisers s0ld by these £two
organisations. The ACFT had, therefore, to reduce its prices to
bring them at par with those charged by the MOP and thereby had

to suffer a substantlal loss.
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4,44 It is clear from the above flgures trat. both the
Provincial Federations and the ACFT are not doing as well as the
primary cooperatives in so far as their financial operations are
concerned. Since the activities of the Provincial Federations
are almost entirely confined to the processing of rice, their
activities will be discussed in the next section dealing with
processing. '

4,45 In the field of marketing,the Apex level organisation is
the ACFT. The Federation was initially registered in 1969, but
i1l rencetly it was alsc functioning as the apex organisation
for consumer cooperatives. Only last year it has shed its
functions in the field of consumer co~-operatives and has become
a purely Agricultural Federation. In March 1975, 550 societies
were affiliated to ACFT. All the Provincial Federations and most
of the primary agricultural societies are affiliated to ACFT.
Since the primary societies have to deal directly with the ACFT
'in regard to the marketing of fertilisers, the societiles are
affiliated both to Provincial “bderatlons, where—ever they exist,
as well as to the ACFT,

4.46  The main fanctions of the ACFT are :-

i) Marketing of agricultural produce;
ii) Supply of agricultural inputs and equipment:
iii) Export of agricult .ral commoditie.; and
iv) Dissemination of marketing intelligence.

4,47 The ACFT is not involved in processing. It, however, ‘
operates .a Printing Press for providing service to its members and
also owns a wharf. o

4,48 Tts activities in the field of marketing'mainly’rélate_td
maize and recently, rice. Before the establishment of the ACFT,
its predecessor namely, the CMPF and before that the Bangkok
Products Marketing 5001ety, had been handling the export of malze
to Japan since 1963. - The ACFT collects maize from affiliated .
societies for export to the National Purchasing Federation of .
Japan (Zen Noh). 'In this business the ACFT acts more or'lessﬁés ‘
a commission agent. There has, however, been a steady increaseé 1n
the quantity of maize handled by the ACFT. The quantity has
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increased from 50,000 in 1970 +n 98 000 in 19"4—75 The quantity
to be purchased each year is fixed in the beglnnlng of the year
in a meeting between the officials of the Thai and Japanese:
Co-operatives. The price is based on the whole-sale price
prevailing in the Chicago market two months prior to the date of
shipment,

4,49 For the purpose of working. capltal the Japanese
Co-operatlve Federatlon prov1des a limited amount of advance whlch
in turn, is passed on by the ACFT to the affiliated societies. The
Government also gives loans to the societies for marketing
operatlons at a concessional rate of interest of 2%.

4.50 Al though the Co~oberativesvhave-been‘in the business of
marketing and exporting of maize for some time, a number of
difficulties are being experienced by them.

4,51 The most important difficulty faced by them is the
inadequacy of working capital at all the three levels namely,
primary, secondary and Apex., Apart from the limited advance given
by the Japanese'Federation, thefCo—operatives.have to rely on the-
advance given by the Government out of the Farmers' Aid Fund at

2% interest. 'This amount is also extremely limited. The societies
have not approached the BAAC or commercial banks because having

got used to obtaining marketinc credit at a hichly subsidised rate
of interest of 2%, they are reluctant to take loans at normal
commercial rates of interest from the banks.

4,52, As méntioned earlier, the BAAC has also not given serious
thought to the provision of marketing credit to co-operatives. The
policy of the. Govt. of providing working capital at a highly
subsidised rate of interest seems to stand in the way of obtaining -
additional resources by the societies. In case the Government
decides to utilise its funds only for the settlng up of processing
units and links its assistance to the extent of loans obtained by
the societies from commercial banks, the societies would think in:
terms of approaching the banks for mcetlng their requlreménts of
marketing credit. ‘ o :

4,53 ‘Another dlfflculty is the delayed aettlement of accounts
by the ACFT with the ‘local societies., Thc' ‘channel of communication
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between the ACPFT and the affiliated societies seems to be
extremely weak and the local societies are far from happy about

the attitude of the ACFT towards them. It will be necessary to lay
down a procedure for perlodlcal reconclllatlon of accounts between
the ACFT and the afflllated local SOClethu.

4,54 The local societies also complain that the ACFT does not
keep them informed of the prices prevailing in the market as

well as the prices at which deliveries have to be made to the ACFT
for export to Japan. In view of this lack of knowledge about
market prlces, the 5001et1es find it difficult to persuade their
members to sell maize to them. The private trader, on the other
hand, is extremely prompt in conveying the marketing intelligence
to the farmers and make prompt payment and is thus in a p051tlon
to buy most of the maize frdn them.j

4.55  Since most Co—operatives do not have qualified whole-time
Managers, the task of collection of maise from members is usually
entrusted to one of the elected office bearers. Since they are
themselves members of the Managing Committees, allegations of
corruptlon, mloapproprlatlon and mis~management are usually
levelled against them by members. The elected office bearers are
also nét fully conversant with the nrocedures., Appointment of ,
quallfled Managers on regular baalS would perhaps improve matters.
to some extent. :

4.56  Next important to maize is rice. In fact, since over 40%.
of the area is under padd?} rice should have been the most impbrtant
commodity to be handled by the Co-operatives. But traditionally, -
merchants, mostly of Chinese origin have been in this field for:
generations and the Co—-operatives have found it difficult to
dlslodge them. :

4,57 "In early 1976 out of 558 soc1et1es only 159 Co-operatives-
~with'a membershlp of 245,360 householda, were marketlng rice. - )

4.58 - Ihere are no organised arrangemento for the. marketlng or
rice as in the case of maize. The export of rice depends entirely
on the quantity allotted by Government for export on Government

to Government ba31s. The price is determined by the Board of

Trade once a week on the basis of the pPrices prevailing in the
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open market., At present, only about 10% of the Government to
Government quota is allotted o the Co-operatives by the Ministry
of Commerce. Co-operatlves are not being given any preferential
treatment in the matter of allocation of Government to ‘
Government qucta. : o

4.59 The Provincial Federations as well as six primary
agricultural societies having rice mills, also sell rice to other
Co~operative Societies mainly in the Scuthern region where it is‘ .
required for consumptlon. ‘Local traders also buy rice from these
Co-operatives. ) ' " c

4,60 - The difficulties experienced in the marketing of rice

are similar to those in the case of maize which have been discussed
above. In so far as the working capital is concerned, while in.
the case of maize some marketing advance is available from the
Japanese F@deratloﬁ, no such arrangement exists in the case of rlce.
In fact, the procedure for making payment in the case of rice -
purchased’ by the Ministry of Commerce appears to be quite '
complicated. ‘The Ministry of Commerce makes payment to the ACFT
after the actual receipt of rice. Normally, there iz a time lag

of a few months between the date of collection of rice by the ACFT
from the Provincial Federations and the date of payment by the
ACFT to them. ACFT is not in a position to make immediate payment
to the societies at the stage of collection and the societies,

in turn, are unable to make payment to their members when théy
collect paddy from them because both the ACFT and the Provincial:
Federations do not have adequate working capital, As a result of
this, the members get paid only after the Ministry of Commerce

has made payments to the ACFT, In view of the enormous delay and
uncertainty of receiving payments (sometimes 6 to 8 months)
members are reluctant to sell their paddy to the Society/
Federation, although they are aware of the mal-practices employed
by the merchants. Almost all the rice mills are, therefore, i
under-utilised. It would be necessary to take a number of steps
to ensure that the marketing operations are conducted more
efficiently.’ The working capital requirements of all the - -
organisations will have tc be fully met, The communication 11nks
between the ACFT and the afflllated societies will have to be -
strengthened
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4,61 - "Experience has also indicated that Co-operatives have
been successful in marketing only where there is an assured
marketing outlet. In view of the compléexities involved in the
marketing operations, they can best perform these functions as
agents of Govermment. It has not been possible for them either

in Thailand or elsewhere to compete w1th Ehe traderc in the market
for varlous reasons.

4,62 Government -will, therefore, have to play a significant
role in the development of co-operative marketing. Government will
have to decide as a matter of policy to give preference to the
Co~operatives in all export transactiéns which are on Government ‘
to Government basis. An export quota should be ear-marked for the
Co—operatlves on the basis of the capac1ty 1nstalled for procesgsing
rice 1n the Co~operative Sector, :

4.63 Marketing operations at present are confined only to maize
and rice. During our field visits a number of societies mentioned
that they needed assistance in the marketing of other products,
namely, tapioca, fruits, vegetables, etc. At the moment the ACFT
is not in a position to assist the local Co-operatlves in the
marketlng of these cormodities. For example, the Agricultural
Co-operatlve at Rayong has established a unit for processing -
Cassava chips, but is finding it difficult to market the product,
Slmllarly, the Fruit Growers' “nciety at Bang Mod is also looking
for export outlets. It is not possible for these individual
soc1et1es to explore export possibilities on their own. The .
processing of tapioca in the co-operative sector has a bright
future, if marketing outlets can be provided. Taploca chips are .
said to be very much in demand in Netherlandg and other European
countrles. - Fruits can also be exported to Slngapore -and other
countrles in the South East Asia. The ACFT should explore markets
for these commodltles in other countries and assist the afflllated
co=operatives in exportlng their products. -

4,64 The experience of export.of maize ‘to Japan on co~operative
to co-operative basis has been, by and large, happy. It should be
possible to enter into similar arrangements with the Céoperative
Federations of other countries in respect of other commodities
through the International Co~operative Trading Organisation, which
has been set up in Singapore.



4,65 - At present the Market’ng Organlsatlon of Farmers and the
ACFT are perfowmming identical functions in the field of marketing
and there is no co-ordination between these two organisations. In
fact, there is a good deal of duplication in their activities.
There should be a clear demarcation in the functions and areas of
operation of these two organisations., As suggested elsewhere, the
MOF need not perhaps set up a parallel marketing . infrasﬁrucgpre‘
at the provincial and district levels. It should utilise the .
co-operative infrastructure which is already available. With tye
merger of Farmers' Associations into Co~operatives there will be
only one Farmers' Organisation in the field and it should not be -
necessary for the MOF to have another agency of its own.

4.66 There should also be close co-~ordination between the MOF

and the ACFT. If possible, eventually these two organisations should
be merged. However, for the present the ACFT should function as

an agent of MOF in regard to fertiliser distribution,

4,67 The professional management both of the ACFT and the
Provincial Federations will have to be- strengthened substantially. ..
Lack of suitable managerial personnel is a major problem facing the
Provincial Federations. In Chapter 7 broad outlines of a -scheme

of a common cadre for the personnel of the ACFT and the Provincial
Federations have been described. The ACFT will have to be .
suitably assisted financially a* least in the initial stages. The
Government may bear the cost of the Managers of the common cadre

on a tapering basis for the first five years, as has been done in
the case of farm guldance workers employed by the Agricultural
Co-operatlves. :

4.68 At present the ACFT is not a truely national Federation

of the Agricultural Co—operatives.,,lt’acts more as an intermediary
in the marketing of maize and rice and distribution of fertiliser. .-
The relations between the ACFT and the affiliated societies are

not as close as they should be. During our field v181ts almost
every society was critical of the functioning of the ACFT This
criticiam does not imply that in all cases the fault was entirely
of the ACFT. But it does imply that there is no understanding
between the afflllated societies and the ACFT.. The ACPT should,.
therefore, gradually assume the role of an Apex organisation and
should take over all the functions of quiding and superviging
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the work of affiliated societi:s and establisk closer ties with
them. The’introduc#ion of a common cadre for the ACFT as well as
the Provincial Féderations will be a step in this,direction.

4.69  Till the common cadre comes into being, the ACFT may thlnk
of having a group of Advisors, who should visit the affiliated
soc1et1es periodically and discuss their problems. Difficulties
in regard to the delay in the settlement of accounts, etc. can be
sorted out durlng such visits. The advisors would also be able to
guide affiliated Federatlons/Soc:Letleg in the maintenance of
accounts, distribution of fertiliser, etc.

4,70 . The ACFT should also uwnrove its netwofk for communlcatlon
of market intelligence and the societies should be 1nformed of
the prevailing’ market prices, at least once a week,

Lo PROCESS ING

< 4,71 Processing is now mainly confined to paddy. At present
9 primary societies and 17 Federations have rice mills. The present
installed capacity is 1,050 tonnes a day. The daily milling
capac1ty of theqe mills varies from 20 tonnes to 110 tonnes per

day.

4,72 ~ Recently the Co-operative League of Thailand carried out a
survey of the co-operative rice mills in operation. The statistical
data was available only. in respect of 7 rice mills. 1In the year
1975 these mllls could utlllse only 14.15% of their milling capac1ty.

4.73 In 1975 only 15% of the worklng capital was obtained from
the BAAC. 25% of the working capital was obtained from the
Co=~operative Promotion Department and 42% from the Farmers' Aid
FUnd,,whlch is administered by the Goverrment. Thus nearly 70% of
the working capital was obtained from Government. °

4.74  These mills had bought 63% of their paddy from members and
37% from non-members. In regard to marketing or rice 17% of the

rice was sold locally, 23% to other co~operatives, 13% to Government,
17% to the Agricultural Co-operatlve Federation of Thalland and 30%

\\to other agencies.
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4,75 - I will be seen from he above statirtics that the milling
capacity of these mills is grossly under-utilised. The under-
utilisation of capacity and wnsequent loss in business can be’
attributed to the following factors :

1) an-avallablllty of paddy: mhe membershlp coverage is
extremely limited and only a very small proportion of
the members sell their paddy to the soc1et1es. The
major reason for reluctance of members to sell Daddy
"to the societies is said to be i)lack of knowledge of
of ‘the prevailing market prices and 11)the enormous -
delay in obtaining payment.

ii) Lack of marketing outlets : The main demand istfrom the
ACFT which depends on the quota given by Government.
As ‘meagre quota is given to AC“T the demand is limited.

iii) Lack of working capital ¢ The dlfflcultles in obtaining
working capital for processing are the same as are
being experienced by the Marketing Co-operatlves in the
- sale of paddy and malze, and have been dealt with .
earller.

4,76 The Co—operatlve Promotion Department has an ambltious
plan of setting up more rice mills. However, ‘before implementing
this ambitious plan, it w1ll be necessary to lock into the reasons
for the poor performance of th existing rice mills and take
necessary remedlal measures.

4,77 Apart from paddy there are a number of other commodities
which can be proceSsed»in the co-operative sector. "Fruit canning,
dehydration of vegetables, extraction of rice bran 0il, pelleting
of tapioca, processing of maize namely, extraction of flour.and -
0il, manufacture of sugar, etc. are examples of some of the
activities ‘that can be taken up in the cooperative sector. Since
‘a large number of sugarcane marketing cooperatives have already
been set up and a Federation of Sugarcane Co-cperatives has also
come into position, there is considerable scope for the settlng

up of a sugar factory in the co-operative aector.

4.78 ‘However, at present there is nd’organisation which car
give guidance to the co-operatives in the formulation of viable
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projects, recruitment of techr.ical personnel, provision of
financial assistance and other problems involved in the establishment
of such sophisticated processing units in the cooperative sector. '
The Co~operative Promotion Department has a small cell which is
equipped to deal only with the processing of paddy and is not in

a position to give any guidance in respect of the processing of
other commodities. The experts employed by the CPD do not have

any actual business experience. The ACFT has also not undertaken
any activity in the field of processing and, therefore, is not

in a position to guide and assist the local Co~operatives and
provincial Federations in the setting up of new processing units.

4.79 There is, therefore, a need for setting up an organisation
or a public sector enterprise on the lines of MOF specifically
charged with the task of development of co-operatives in the
country with the main emphasis on marketing, processing and storage.
The organisation should perform functions similar to those which
are being performed by the BAAC on the 51de of credlt.

4.80 ﬁEhe Corporation should be fully flnanCed»by:Govérnment.

4.81 While at present Government gives substantial financial
assistance to Co—operatlves by way of loans for setting up new
Processing units as well as for creatlon of storage capacity, the
Government has no agency to su «ervise the uti’isation of funds as
well as to give technical guidance to the Co-operatives. Instecad
of the Govermment providing loans directly to the Co~operatives.
out of its own budgetary resources, it could make annual grants by
way of contribution to the share capital of the proposed
Corporation which would eventually have its own corpus of funds.
On the basis of this assured share capital, the Corporation would .
be able to attract funds from institutional sources both within =
the country and from abroad.  The Corporation will not only provide
financial a551stance but also will have technically qualified
staff to give. guldance to the Co-operatives in setting up processing
units in new fields. The Corporation will also be in a position
to hlre short term consultants for preparing feasibility studies
for individual projects. The Corporation may charge a fee from
the Co-operatives for these consultancy services. Since it will
be an autonomous organisation, the Corporation will be able to
receive loans from Internatlonal Develorment Association and World
Bank, etc.
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4.82 The Corporation should be entrusted with the task of
development of all aspects of the Co-operative Movement, including
the consumer co-operatives. The Board of Directors of the
Corporation should consist of the representatives of the ACFT, BAAC
and the Consumer Federation and also the Department of Co-operative
Promotion and Ministry of Finance. '

4,83 The Corporation will prepafe model projects for processing
activities in various sectors, establish links with financial
institutions like the BAAC and Industrial Finance Corporation, .
organise marketing activities in the initial stages, assist in the
recruitment of technical personnel and, in fact, deal with all
aspects of processing. = S -

4.84 The reasons why the ACFT and the CPD will not be able to
perform these functions, have been mentioned above. The other
organisation which can possibly be given these functions is the

MOF,., The activities of the MOF are, however, not confined to
Co-operatives. Besides, it has already been entrusted with far too
many important functions. It is responsible for the implementation
of the price support programmes for the wvarious agricultural
commodities, marketing and storage, fertiliser distribution and .
even the production and distribution of certified seed, etc. The
development of Co-operatives is not one of its functions, Its -.
activities are akin to those be’ng performed: b~ the ACFT. and, as
suggested elsewhere, eventually these two organisations will have

to be merged. In fact, instead of setting up a separate .
organisation like the MOF, it should have been desirable to entrust -
these very functions to the ACFT and strengthen this agency _
suitably. The setting up of the MOF has,»ln a sense, qlven a.set
back to- the agency of ACFT.

4.85 -+ In any case, the functiqns,that are proposed tbvbe _
assigned to the National Co~opérative Development Corporation are
entirely different from those being performed by the ACFT & MOF and .
there w1ll not be any dupllcatlon in thelr functlons° '

4,86 A brief:note on'the‘activities of the NCDC in India has
been given in Appendix 'I'. This note will throw light on the type
of work which is proposed to be a551gned to thlu organlsatlon in
Thalland : .

y
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SUPPLY OF INPUTS

4,87 The supply of inputs is at present handled both by the
Agricultural Co-operatives and the Farmers' Associations. It has
already been suggested elsewhere that these two associations will
have to be merged, so that the co-operative sector receives
necessary assistance from the Department of Agricultural Extension
at various levels in planning the supply and marketing of inputs.

4,88 At the moment, neither the Co~operative Promotion
Department nor the Department of Agricultural Extension has any
carefully worked out annual plan of inputs distribution in terms

of quantities of fertilisers and pesticides to be distributed over
a given period in a given area. The merger of the Farmers'
Associations into Co-operatives would enable the two departments to
sit together and work out a district=-wise monthly plan of
distribution of fertilisers in the country as a whole.

4,89 Based on these guidelines, the ACFT will have to work out
its annual requirements and plan its imports directly or through
the MOF, Simultaneocusly, the ACFT will have to collect month-wise
annual requirements from all the affiliated societies and obtain
their commitments for lifting the agreed quantities.

4,90 Ii the fertiliser distribution in planned in this manner
in consultation with the societies, the difficulty now being faced
by some societies in getting timely supply from the ACFT will be
removed. The present arrangement functions on an ad-hoc basis. 4
The ACFT flnallses its import plan on the basis of the consumption
in the previous year without any regard to the requirements of the
affiliated societies. The societies, in turn, place indents on
the ACFT whenever there is any demand from their members. If the
ACFT is not in a position to meet their requirements, societies
purchase fertilisers from the open market. Since not all the
societies purchase fertilisers from the ACFT, the Co-operatives’
are deprived of the advantages of bulk purchase at the national

level,

4.91 A number of soc1et1es buy fertlllserﬂ from the open market,
as in thelr view the fe*tlllser supplied by the ACFT is more expenslve
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The practice for purchasing ferziliser from open market leads to
irregularities. The ACFT will have to improve its marketing
arrangements, so that the societies do not resort to buying from ,
the open market. If the supply programme is planned well in
advance in consultatlon with them, the societies will have very
“little justlflca*lon for buylng the 1nput from the open market.

4.92 As in the case of marketingf there is hardly any
co-ordination between the ACFT and the MOF in the matter of import
of fertilisers. Both these organisations import fertilisers and
distribute them through their own channels. The ACFT distributes
through the primary agricultural co~operatives and the MOF distributes
through the Farmers' Associations. Thus, there are two public
agencies competing with each other in the field. There is, there—
fore, no unlformlty in the retail prices of fertilisers sold by
these agen01es at the level of the farmer. This unhealthy competi~
tion can be avoided if the two organisations are linked with each
other, While the task of importing fertilisers may be entrusted to
MOF, its internal distribution could be channelised through the

co~operatives at various levels.

4.93 Co-operatives have not been handling the distribution of seeds
so far. With the introduction of the crop loan system, as recommended
earlier, a part of the loan will be given in kind and, in addition

to fertilisers, seeds could alsc be sold throuch the Co-operatives
under this system. Till now, seed production was limited to the
activities of Govermment Farms and there was no commercial

production of seed except in the case of soya beans in the North,

on a very limited scale. Now that a U 8 assisted seed project is

under implementation, it will be necessary to make organisational
arrangements for the marketing of seed. The MOF has been given the
task of multiplication of foundation seed on the farmers' fjecids,

seed processing and marketing. Thé MOF could perhaps act as a
wholesaler in the marketing of seeds and utilise Co-operatives for
retail sale, '

4.94 Since Co-operatives will be handling inputs on behalf of
the Government, more or less on agency basis, any loss suffered by
the ACFT or other Co-operatives for reasons beyond their control
will have to be underwritten by Govermment, so that instances of
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the type of lcss which the ACFT has suffered recently on account

of substantial fall in the price of fertiliser are avoided. Co-
operatives will have to be given a specific target for distribution
of fertilisers and the assistance of the functionaries of the
Department of Agricultural Extension will have to be utilised to
enable the Co~operatives to achieve the target. If the extension
functionaries of the DAE continue to provide facilities to the
members of the Farmers' As;001at10ng, the ey will not be able to
provide any assistance to the Co—operatlvew in the marketlng of

inputs.

4.95  In regard to the distribution of pesticides, the Co-opera-
tives are not facing any difficulty mainly because a Pesticides
formulatlng Unit has been set up by the ACFT in the Co-operative
Sector in ﬂollaboratlon with a Japanese Co-operative. However,

in view of lack of demand from Co-operatives only 30% of the
production of thxsqolnt venture is being sold through the cooperatlve

FARM GUIDANCE

4,96 . The Agricultural Co-operatives in Thailand havGiaccepted

fam guidance as one of their legitimate activities only recently.

A Division in the Directorate of Agricultural Co-operatives headed

by a Chief and assisted by 12 -Agricultural Extension Officers
provides farm guidance to the societies. Most of these Agrlcultural
BExtension Officers are graduates in agriculture. They are specialists

in the following fields, namely :

i) Rice;
ii) Maizes

iii) Mungbeans:
iv) Soya beans: o o o E
v) Cassava; ’ o : ‘ .
vi) Coconuts

vii) Rice shoots:

viii) Piggery:
ix) Livestocks ‘
x) Bee keeping: and
xi) Sericulture. =~



These officials are available to the agricultural
societies as Advisors when the latter need help. They visit
societies only in response to specific requests. This Division
is at present implementing agricultural improvement programmes in
13 societies. In one case, as a result of the efforts of the
exxtension staff, the average yield of rice in the area of a society
hag increased from 150 Kg. perfrai to 500 Kg. per rai in three
years., Similarly, the extension staff has achicved remarkable
results in increasing yields of coconut in another society 1n the
South. ‘

4,97 This unit is, however extremely small to meet the
requirements of all the societies. Besides, there is hardly any
co-ordination between the extension wing of the CFD on the one hand
and the Department of Agricultural Technology which is concerned with
research and with the Department of Agricultural Extension on the
other, The extension wing of the CED seems to come to know of the
latest research findings only because of their informal contacts
with the officers of the two departments mentioned above. There
are, however, no organised arrangements for dissemination of
information from the Department of Agrlcultural Exten81on to the
Exten51on Wing of the CPD,

4.98 3ince the assistance provided by the 12 extension workers
stationed at the headquarterv is extremely limited, the CPD has
recently introduced a new scheme under which 70 agricultural _
extension workers have been recruited and nlaced at the disposal of
the Agricultural Co-operatives, on the condition that the expenditure
on this staff will be fully porne by Covernment for the first five
yvears. Government will continue to provide assistance on a‘tapering
basis for the next five years. . Thereafter the societies will have
to bear their salaries and emoluments. This scheme is proposed to
be extended in the next Five-Year Plan and it is preposed to provide
extension functionaries to 377 societies by 1981 i.e. the terminal
vear of the Fifth Plan. The scale of pay of these workers is the
same as the scale given to the extension workers with similar
qualifications by the department of Agricultural Extension. But
they are not Government employees and are not entitled to benefits
available to the agricultural extension workers of the Department

of Agricultural Extension.
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4.99 although this scheme 3 commendable, a number of
difficulties are being experienced in its implementation. Firstly,
since the extension workers are not full-fledged Government servants
and do not enjoy the status and perdquisites of their counter-parts
in the DAE, they are reluctant to serve in the Department of
Co~operative Promotion. Out of the 70 extension workers, who were
recruited, 20 workers have already left and cothers are alsoc planning
to leave the Department. Secondly, the workers were recruited
centrally 1n Bangkok and were posted in places far away from their
homes and are, therefore, unw1llwng to work in unfamiliar surroundings.
Thirdly, these workers have recently graduated from the vocational
schools and their knowledge is academig and the farmers have a poor
opinion of their ability. They are thus unable to prov1de useful:
advice to the members. They were given training for only about 15
daYs in the procedures of the Co-operatives and were not perhaps
adequately prepared for the work which was expected of them,

4,100 Instead of resorting to central recruitment, the local
societies could be asked to appoint their own extension workers on
the prescribed terms and conditlon One of the reasons for
leaving. the Department is that the preacnt terms are not as
attractive as offered to the extension workers by the DAE. The
employees of the DAE with equivalent qualifications are entitled to
other facilities such as accommodation, etc¢. The extension workers
of the CFD should, therefore, bc provided with all the facilities
being provided to the extension workers of the DAE., another alter
alternative is that these workers should be employed by the |
Co=~operative Promotion Department on permanent basis.

4.101  The extension workers should be adequately trained before
being sent to the societies. Here again, the lack of co-crdination
between the CFD and DAE create¢°problems. The ¢ could perhaps
make use of the training facilities of the DAE and arrange for a

3 to 4 months' course for this staff for updating their knowledge
and acquainting them with the pol¢01es and programmnes of the
Department of aAgricultural Extension. In addition, there should
be some arrangements to ensurc that the latest technical know=how
. becomes available to them in the field. Ideally, the extension
functionaries of the DAE should utilise the services of extension -
workers of the CPD on a regular basis as is being done in Japan.
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4.102 = The farm guidance workers of the Co-operatives have been
given only general objectives. They are expected to survey the

agriculturzl: conditions prevailing -in the area. of operation of ol
their -sogiety; identify problims: and propose solutions to the Board:
of Directors of the Society.:. They have -also been requested totsend”
detailed Pr°p°$a13 tor the CPD.rbut tlll now’ +he response has beenﬂwﬂ

POO¥. - :E

4 103 ) It would be de31rable {e entrust them w1ﬁh~speeaflc RS
duties, such as preparaulon of - farm: ‘plam for: each. ‘member;! distribl=
tion of fertilisers and other inputs and preparation of agrlcultural

development plans for all the members of the 5001ety.

4.104 ThlS scheme has now been extended to only about 70 -
societies. It will not be possible for the Government to extend
this scheme to- all societies in the near future and, therefore, -~
other societies will have to depend on the extension services of
the DAE, Pending the merger of the Farmers' Associations with the
Co~vperatives, the question of attaching the Agricultural
Co-operatives to the Farmers' Associations for the purpose of
agricultural extension could be considered. ‘
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 COOPERATIVES IN ALLIED SECTORS

DAIRY CO-OPERATIVES

5.1 Dairying is relatively a new activity in Thailand. Milk
products do not form a part of the normal diet of the people in
Thailand and their protein requirements are met entirely by the

predominantly non-vegetarian diet.

5.2 Dairying has, however, gained importance in recent years.
Milk is consumed almost entirely in urban areas by the local elite,
foreigners and the younger generations mostly, in the form of
flavoured milk, ice-cream and other milk products.

5.3 1-v The initiative for develomment of dairying has come
mainly from Government. Large scale organiséd milk collection
arrangements are entirely in the co-operative sector. There are
a few dairy plants in the private sector, but they mostly import
milk powder from abroad and reconstitute the powder into milk.
Co-operatives at present have a distinct advantage since they do
not have to face any competition from private milk collectors. At
present there are 5 Dairy Co-operatives in Thailand. They are at:

The

i) Nong Po:

ii) Muaklek:

iii) Ayuthyas

iv) Chieng Mai:; and
v) Nakhon Pathom,

5.4 The Pourth Five~Year Plan envisages strengthening of
these Co-operatives and raising the membership from 1,210 in 1977
to 1,800 in 1981, The number of milch animals is proposed to be
raised from 7,000 in 1977 to 14,515 in 198l. The quantity of milk
handled is likely to increase from 7,660 tonnes in 1977 to 15,894
tonnes at the end of the plan. It is not proposed to set up any
new Dairy Co-operatives. But it is proposed to increase the
membership by about 100 to 120 families per year.
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5.5 - The first three of the existing “o-ooeratlves are
pasteurising mllk and selling it in Bangkok, mostly ‘as flavoured
milk. The one at .Chieng Mai meets the requirements of the town

and the local University. The society at Nong Po is a typical
example of. Dalry'Co-operatlves in Thailand. It has about 500
members who are relatively prosperous farmers, each having 5 to lO
cross-bred or exotic cattle. Members take loans directly from N
banks and the society does not come into the picture, in the matter
of obtaining loans. The society has a Milk Plant which has a
capacity of about 10,000 litres. Initially the plant was flnanced
by His Majesty the King, but now it has been transferred to the
Ministry of Agriculture. The society also owns a small feed

mixing unit which supplies feed to the members. The society does
not provide any technical know=how or extension to the members,

but there is close co-ordination between the Livestock Department
and the Society unlike in the case of Agricultural Co-operatives.
Artificial insémination facilities and medicines are provided by
the Livestock Department.

5.6  The Societies at Chieng Mai and Muaklek function on
similar lines. The equipment and machinery of these two plants
has been donated by Danish and German Governments respectively.

The Co-operative Promotion Department has placed at the disposal

of each of the societies an officer qualified in dairying.

5.7 - In the case of all these societies, the demand for milk

is more than the quantity of milk processed by them.. In almost all
cases the milk plants are under-utilised, The reasons for under
utilisation of the processing capacity are:

. (a) Non-availability of pasture lands for
- grazing cattle. -
(b) Non-availability of good cattle,
(c) Lack of credit for purchasing cattle.
{d) Lack of understanding of. the business of
dalrylng by members.

5.8 ' Government is conscious of these dlfflcultles and is

taking steps to allot more land to members for grazing cattle.

The Bank of Agriculture & Agricultural Cooperatives will have to

be approached for provision of adequate credit to enable the members
to purchase cattle. '
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5.9 In brief, Dairy Co-orcratives have a bright future in
Thailand and, by and large, the programme is proceeding on right
lines. The close co~operation between the Livestock Department

and the Co-operatives is a healthy feature. The Society at Muaklek
is somewhat in a mess, on account of embezglement, heavy overdues
and financial irregularities. Steps need to. be taken to improve
the worklng of this society urgently. :

5.10 bv The following suggestions can; however, be made to improve .
the worklng of dalry co—operatlxesaj : : -

1) One of the reasons for the poor perfbrmance of the
Co-operative at Muaklek is that the plant is not owned
by the society and there is constant friction between
the plant authorities and the society about the price
of milk, etc. 1In the case of the Society at-Chieng -
Mai a decision has already'been_taken to transfer the
- plant to the society. Expeérience in Thailand, as.
elsewhere, has clearly indicated that dairy co-operatives
do not function successfully unless the milk plant is = =
owned by the co-operatives. An early‘decision;willvhave
to be taken regarding the transfer of the plant to
the co-operative.

ii) Now that 5 dairy societies have been organised and
are functioning sa:isfactorily, threre is need to
organise a National Dairy Federation ‘toc co-ordinate
_their activities in marketlng as well as in the

" purchase of machinery and material. The National
FPederation will have considerable bargaining peWer]in
the matter of pruchases from dairy industry. The
Federation will also be in a position to streamline
marketing and avoid cross movement. of milk, so that the
societies can meet the challenge from the proce551ng
units in the private sector.

iii) Although milk collection is largely in the hands of the
Co-operatives, they do face competition from the private
sector because of the more spphisticated marketing

 techniques adopted by the latter. The private milk
processing units are composite milk plants and are in a
p081t10n to manufacture various types of products
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- depending upon cha~ges in demand. Their plants can
manufacture a number of products. Co-operatives should,
therefore, diversify and convert their plants into - ‘
composite milk plants and acquire more sophisticated
equipment sach ‘as homogenisers, cream separators, etc.
to enable them to Pmpete with the private milk plants.

' FISHERY CO-OPERATIVES

5.11 _ Although fishing has been an 1mportant occupation in
Thailand both along the sea-coast and inland, Co-operatives in the
field of Fishery have been a recent development. On 30th June 1976
there were .only 4 Fishery Co-operatlves ¢ three of which had made
nominal profits and one was in loss. &all the societies have been
registered less than £wo years ago and have not yet got off

the ground.

5.12 In addition the Department of Fishery has also organised

55 fishery groups which perform functions similar to those being
performed by the Agricultural Co-~operatives. Thus the Department.

of Fishery also extends loans to these groups whereas the
Department of Co-operative Promotion arranges loans to the Co~
operatives. The fishery groups are said to be pre-co-operatives.:
Although the fishery groups he -e been in existence for a number

of years. none of them has so far been converted into a Co-operative.
Recently a decision has:been taken to covert them into Co—operatlveo,
but it has not yet been implemented. o i :

5.13 In the Fourth Five-Year Plan it is proposed to organise
2 Fishery Co-operatives in each year and add about 150 families |
per annum to. the existing societies. At the end of the plan there
will be 14 newly organised Fishery Co~operatlvea w1th a total

membership of 3,100 families.

5.14 As in other flelds, the members of Fishery Co-operatives
are drawn from the relatively better off sections of fishermen. -
The average membership of a society is about 100. The most
successful Society is one at Pak Panang which is near the Southern
border. The society has a membership of 119. The average income
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of a member is said to be around 10,000 baht which is very high as
compared to the average incomes in the area. The members are,
however, heavily indebted to merchants and borrow loans from them
at the rate of 3 to 5% per month. '

5.15 The activities of the society are confined to selling
fishing gear and other equipment to its members and provision of
credit, There has been a substantial fall in the prices of
fishing gear and equipment in the local market after this society
cormenced business. Marketing of fish continues to be through
private merchants as before. The society also provides loans to
members against security of land. Since none of these societies
is engaged in the marketing of fish and their activities are
confined to the sale of equipment and provision of credit, their
effectiveness is rather limited. In due course, the Society at
Pak Panang may need assistance, both financial and technical for
setting up a factory for converting fish trash into fish meal
which is greatly in demand. 1In this area there is a type of fish
which is in abundance but for which there is no demand. It is,
however, most suitable for being converted into fish meal.

5.16 As in the case of marketing activities of Agricultural
Co—operatlves, the BAAC is not providing working capital to Flshery
Co-operatives also. The Flshe“y Co-operatives are, therefore not
in a position to pledge their stocks and borrow money from the
BAAC for running their business. This matter deserves to be

looked into,.

5.17 A Specialist from the Voluntary Development Corps of

the United States has recently spent nearly three months making a
detailed study of the Marine Fishery Co~operatives and has
submitted his report. Many valuable recommendations have been
made by him. Since he has made a detailed study, we did not
consider it necessary to study the working of the Fishery
Co-operatives in greater depth. The recommendations made by him
need to be examlned and processed qu1Cle.
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LIVESTCTK CO=OPERATIVES

5.18 Co-operatives in the field of livestock development is
entirely a new activity in Thailand. We could come across only one
Co-operative in Rayong which was marketing pigs. The society has
about- 400 members. It acts more as a commission agent for the
butchers who sell pork in the local market. The society is only
one year old. It does not provide any veterinary aid nor does

it sell feed to members. .It also does not provide credit to
members for purchasing pigs. The Veterinary Surgeon of the
Department of Livestock Development“however, provides veterinary -
cover. The society is faced with the problem of marketing of pigs
because the local demand for pork is limited. The society is
planning to set up a Bacon Factory and will need hoth technical
and financial a581stance for this purpose.

5.19 The equipment which has been donated by Geman Government
to the dairy co~-operative at Chieng Mai includes equipment for
processing of pigs. The society has, however, not utilised these
processing facilities fully. It executes'Orders only on daemand
from outside. It should be possible to expand the activities of-
this dairy co-operatives to include the processing of pigs so that
the available equipment is fully utilised. h

5.20 The National Security Organisation under the Ministry of
Defence has also organised groups of farmers for prov1 sion of
‘facilities of artificjial insemination around the Protein Production
Centres set_up by them. 19 such centres have so far been organised
each having a membership of about 500 farmers. These groups,.
however, do not perform any functions in the fleld ‘of marketing

of livestock. Similarly, the Department of Livestock Development
has also organised 72 ‘groups', each for about 100 cattle, in the
Nbrth—east.' Some of these groups could form the basis for
organlslng co—operatlves for marketlng of 11veqtock



CO-OPERATIVE EDUCATION & TRAINING

6.1 Since co-operatives are democratic organisations controlled
and managed by their members, their success depends, to a large
extent, on the involvement of the members which, in turn, depends
on their awareness of co-operative principles, co-operative ‘
ideology and principles of management. Further, as they are
business organisations, their success will also depend on: thetr
profe831onal competence of thelr Managers,

6.2 In Thailand the follow1ng two organlsatlons deal with -
Co-operative Education and Training : .

i) The Co-operative Training Centret and
11) The Co~operat1ve League of Thailand.

6.3 The Co—operatlve Tralnlng Centre is a part of the
Department of Co—operatlve Promotlon and has the following four
sections :- - | : :
i) Training Centre
ii} Mobile Units Secti n
iii) Audio~-visual aids Section
iv) Institute for Co-operative Education.

6.4 The Cc—operatlve Tralnlng Centre whlch has been in
existence 51nce 1963, deals with the training of officials of the .

department. The Institute of Co-operatlve Education set up in
1968, deals with the training of the employees of -the co-operative

5001et1es.’

6.5 The mobile unit section has deployed 9 mobile units in the
9 co-operative regions which impart training to non-official
co-operators. The audio-visual section prepares publicity material
in collaboration with the League.
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6.6 T™e nature and extent of the role played by these agencies
in the field of training can ke assessed from the statement at
Annexure 'I' which indicates the training programme being implemented
by the Training Centre in 1975-76, :
6.7 During our field visits, while it was heartening to note
that co-operative leaders were well versed in the principles and
ideology of the Co~-operative Movement and the accounts staff was
fully conversant with the procedure of maintenance of accounts, etc.,
the societies seemed to be handicapped in the absence of qualified
Managers. Very few societies had wholetime Managers on regular
basis. In some cases retired employees of the Co-operative Depart-
menﬁhad been re-employed as Managers. In other cases ad~hoc
arrangements had been made. If the recommendation regarding constitu-
tion of common cadres of Managersto be administered by the National
Federation and the Provincial Federations is accepted, arrangements
will have to be made for training these new Managers and the

training capacity of the Institute of Co~operative Education will
have to be strengthened substantially,

6.8 A study of the curriculum indicates that the emphasis is
mainly on the principles of the Co-operative Movement and not
adequate attention is being given to the changes which have come
about in the functions of the managers as a result of the expansion
of the mar :eting and processir.. activities of the societies. . The
contents of the training courses will have to be modified to include
elements of business management, cost accounting, etc. The
assistance of the institutions which provide training in these ,
specialised fields to the personnel in the private sector will have
to be sought both for the preparation of the curriculum as also

recruitment of suitable personnel.

6.9 During our field visits we gathered the impression that
the mobile units had not proved effective for various reasons. As
with the introduction of Common Cadres the work of training of the
employees of the Co-operatives is likely to increase substantially,
it will be desirable to convert the mobile units into permanent
Regional Training Centres, where one to three days' courses could
be organised for the non-official co-operators and long-term
courses for the managers and other employees of the co=operatives.
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CO~OPERATIVE ~EAGUE OF THAIL.  ND

+
i

6,10 The League is a non-govermmental apex organisation

created under the Co~operative Societies Act, as amended in 1968.
It is a non-profit organisation to which all types of co-operatives
are affiliated. It is charged with the responsibility of giving
assistance to co-operative societies on education training as well
as co~operative development. In 1974, 1316 8001et1es of varlous
types were affiliated to the League.

6.11 The League is expected to promote and develop the co-
~operative movement in Thailand and to educate and assist the i
lecadership within the co—operative movement. It is also expected
to serve as the representative and spokesman of the comoperatlves

in the country.

6;12 The Board of Directors of the League is composed of 33
members, not less than 12 of whom must be elected and not more than
5 are nominated by Government to represent the various departments

dealing with the co-operatives.

6,13 - The income of the League is derived solely from the
statutory contributions of the affiliated societies. Under Section
31 of the Aok, every societv _.as to contribute 5% of the annual net
profits, but not exceeding 5,000 baht per society. The Government
has not given any financial assistance to the League. On the

- other hand the League bears a part of the expenditure on the
training of the employees of the co-~operatives. While the expendi-
ture on the tecaching staff is borne by the Govermment in the case
of the employees of the co-operatives, the expenditure on dally
allowance, "transport charges, etc. is borne by the League.

6. 14 FbIIOW1ng suggestions have been made to make the League

°

more effectlve in performing its functions -

i) At present there is no clear demarcatlon between the
functions of the League and of the Co-operative
Training Centre. Since the League is a statutory
non-governmental organisation responsible for promoting

the movement, the entire responsibility for training
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‘and education of th co-operative : :aders as well as

"' the employees should be entrusted to the League. The
Co-operative Training Centre should confine itself to
the training of the Government Officials. In that event,
the mobile units which have been proposed to be converted
into Regional Co=-operative Training Centres, and the
Institution of Co~operative Education will have to be
transferred to the Co-operative League.

ii)Since Govermment is already incurring expenditure on the
training of the employees and the non-official
co-operators, Government should give a grant to the
League of an amount equivalent to the present budgetary
allocation to enable the League to meet the additional
expenditure. The Co-operative Societies Act provides
for such assistance from Government,

iii)The present limit of 5,000 baht for contributions from
the affiliated societies to the League is inadequate.
A number of societies are in a position to increase
their contributions, if this limit is removed. Since
the Government is finding it difficult to finance the
activities in the field of training and education, this
limit should be removed so that co-operatives are .
enabled to contribute 5% of their net annual profits to
the League.

iv)A full fledged Co-operative College should be eventually

' set up under the auspices of the Co-operative League of
Thailand, so that the co-operative societies would have
no difficulty in recruiting persons who have specialised
in co-operatives at the academic level. At present the
Kastestart University conducts a programme in which

- students can major in co-operation. However, our

discussions with the teachers of the University gave us
the impression that the education tends to be too
theoretical and academic. An organisation like the
League which is already engaged in imparting training to
the employees of the co-operatives, would be able to
improve the contents of the training course and make it
more practical and field oriented.
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v) The League is also handicapped because it does not

have a printing press of its own. On the other hand,
the ACPT is running a press. Since printing and
publishing are the legitimate activities of the League,
it should be possible to transfer the press from the
ACFT to the League. There appears to be a feeling in
some quarters that running a press is ‘a commercial
propos1t10n and the League being a non-profit organisa-
tion is debarred from undertaking commercial activities.
The apprehension does not seem to be justified. A
perusal of the various provisions of the Act indicates
that the League is empowered to receive income from
the sale of publications, documents and other services
rendered by it. It is also empowered to receive.
benefits from its property. Thus, there is no legal

" bar on the League owning and running a press as part

of its legitimate activities. If necessary, 1egal
oplnlon can be sought on this point.

vi) Since the League is the spokesman of the movement, it
should be consulted by Government in all important
_matters concerning Co-operative Legislation, policies,
.. ete. It should be given representation on all
Committees and other bodies of Government deallng with

co-operatives.

vii) The League should act as the clearing house of
information for the affiliated co-operatives. It
should periodically organise seminars of representatives
of co-operatives to discuss their proh&ems. Representa-
tives of the BAAC, DAE, ACFT, National Economic and
- Social Development Board, National Bank-of Thailand,
etc. should be invited to participate in these seminars.

v111)As has been mentioned, the training now being imparted
to the employees of societies is oriented more towards

co-operative principles, philosophy and bock-keeping
and less to co-operative management. It does not take
into account the technical functions which the: Managers
are now called upon to perform. For example, there is
no organisation which imparts periodical training to
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the managers of ri~e mills on the technology of rice
milling, marketing of rice, collection of marketing

.1ntelllgence and other similar technical matters. The

managers of the dairy co-operat ives need to be trained
in the various aspects of dairying i.e. animal
sciences, inclusing feeding, breeding and management
of dairy cattle, the procedure of milk collection,
dairy technology, including testing of fat and SNF,
chilling of milk, processing, etc. The department
proposes to establish 22 fishery co-operatives in the
next plan at the rate of 2 societies per year. The
managers of these societies need to be trained in all

_ matters relating to fishery. The Co-operative League

ix)

of Thailand should be assigned the task of organising
technical training in the fields mentioned above with
the help of the departments concerned and experts from
the private sector, if necessary. : :

The above threc instances are only examples of the
type of work in which the League should involve itself.
Instead of centralising the training facilities in
Bangkok, the proposed Regional Training Centres could
specialise in these sectors apart from organlulng Sl
general courses for the subordinate staff of the
societies. For exemple, the training centre to be set
up in the Central egion could also serve as the
national training centre for rice milling; the one in
the North-east could concentrate on dairying and
livestock development with the society at Muaklek as
the base; and the centre ir the Southern Region could
specialise in fisheries. It has been separately

proposed that National Federations of dairy co-operatives

and fishery co-operatives should be organised. These
Federations should also constitute common cadres for

the societigg.affiliated to them and apbroach the

League for providing professional training to the

managers of the common cadres.

There is also an urgent neced for consolidation and
codification of all the instructions issued by the

Government and the various Apex Institutions from time
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to time. The varic.s instructions issued by the BAAC
from time to time regarding lending policies and
procedures need to be consolidated. Similarly, detailed
manuals dealing with distribution of fertilisers and
marketing of rice and maize will have to be prepared.
The League may be entrusted with the task of preparation
of manuals on various aspects of co—-operative movement
i.e. credit, marketing, input distribution, farm guidance,
etec. The manuals could be in the form of loose folders,
so that obsolete instructions could be taken out and
fresh ones inserted from time to time. The manuals will

" also lay down the duty charts of the employees of the

- societies and give a calender of operations. Separate
‘manuals will have to be prepared for diary co-operatives,
fishery co-operatives and rice milling co-operatives.

The manuals should standardise the maintenance of
accounts, registers and other returns to be sent to
various offices, so that uniformity is brought out in
these matters. It may be added that at present various
co-operative societies have adopted different co-operative
years, which leads to a good deal of confusion in the
compilation of annual returns,

x)The League should organise visits of the representatives
of the relatively w aker societies to the more successful
ones like the Banlard and Soongern Societies, so that
they could learn from the experience of these societies.

xi)One of the features of the co-operative movement in
Thailand is the absence of strong non-official
co-operative leadership, especially at the national
level. The League should bring together dedicated and
public spirited co-operative leaders functioning at the
local and provincial levels and encourage them to
assume leadership of the movement at the national level,
so that eventually the movement is led by the -
co-operative leaders themselves.
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CHAPTER 7

CO~OPERATIVE MANAGEMENT

7.1 - It has been repeatedly mentioned in the preceding pages
that one of the most serious problems facing the agricultural
co-operatives in Thailand is the lack of qualified managers in the
societies. This difficulty was mentioned in almost every society
that we visited. Traditionally, officers of the CPD have been
managing the affairs of the Co-operatives with the help of the
Chairman and the elected Secretary of the Society. This was. perhaps
adequate when the area of operation and membership of the societies
were limited and their functions were confined to providing credit.
The.average society now caters to about 700 members and performs
multifarious functlons. It will be impossible for a Government
Officer to perform all these functions efficiently even if he were
to devote all his time to the affairs of the society, which he
cannot do. The elected office bearers, for obvious reasons, are

not equipped to perform all the duties expected of the managers.

7.2 One of the difficulties in attracting gualified persons
to serve as managers is the low salaries cffered by co~operatives.
The elected office bearers are reluctant to sanction attractive
pay scales because they fail t» realise the irmortan€e of having
competent managers. They compare the manager's emoluments with °
the per diem allowance paid to them, :

7.3 Even if the emoluments are made attractive, ambitious
youngmen will be reluctant to join the co-operatives as they would
think in terms of long-term career and more challenging assignments
in future. I# a youngman joins a co-operative as Manager, the.
prospects are that he will retire as the manager of that very
co~operative and the prospect of stagnating in the same co~operative
for his entire career does not appeal to him. There is also no

security of service in a co—operatives

7.4 It is for these reasons ﬁhat in some countries the
concept of a common cadre for a group of societies has been evolved.
Usually the Apex Society takes the lead in the matter and fbrmulates
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a scheme laying down the qual: Fications for initial recruitment,

pay scales, service rules, etc. in consultation with the affiliated-
societies which agree to participate in the scheme. For example,

if the scheme relates to the recruitment of managers, there can

e three grades for managers’with three different grades of pay
scales. ‘The affiliated societies, in turn are classified into three
categories depending on the volume of théir turn-over. Appointments
are made having regard to the working capital of the society i.e.

a grade III Manager will be appointed to the society of the third . .
category. If the society improves its business and becomes eligible
to be included in a higher category, the manager is automatically
promoted to grade II. There are two ways for meeting the expenditure
of the staff. Either the affiliated society pays the: salary or it
contributes a certain percentage of its volume of business to the
Apex Society for meeting the expendlture. In the latter case, the -
salary is pald by the apex society. The apex soc1ety also
contrlbutes to the common cadre fund.

7.5 In case the society-in which a manager Is working is not
satisfied with his work, it is entitled to ask for his transfer or
impose minor punishment. Major punishments can, however, be
imposed by the Cadre authority i.e.. the Apex SOclety..

7.6 A scheme of this nature provides the managers w1th
opportunities for promotion upto the level of manager. of the Apex
Society. It, therefore provides to them an incentive to improve

their performance,

7.7 In some States in India, District Co-operative Banks )
operate such é¢adres for the primary societies affiliated to them
and the'State‘Co—operatiVe Banks operate similar cadres for the
District Co~operative Banks. The State Co-operative Marketing
Federations also have a common cadre for the affiliated marketlng

societies.

7.8 While a common cadre of this kind has a number of
attractive features, it should be noted that thlS 1s not an unmlxed
blessing. The dis-advantages are : .

Firstly, the manager is technically not an employee
of the society and, therefore, he is not amenable to
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the supervision of the Board to the same extent as
in the case of an employee of the society. Secondly,
if there is a conflict of interests between the
society and the apex body, the manager will lean
towards the interests of the apex society.

Thirdly., since he is an employee of the apex society,
he is not subservient to the local officer of the
Co~operative Department and the local officer also
becomes ineffective to that extent.

Fourthly, as they belong to 5 single common cadre,
they tend to exercise their own collective bargaining
Power and tend to develop a trade union approach
vis-~a~vis the Co-operatives.

7.9 Although the disadvantages are not insignificant, the
experience of those States in India which have introduced common
cadres, has indicated that the balance of advantage lies in favour
of such cadres. The introduction of such cadres has brought about
considerable improvement in the business efficiency of the
affiliated societies and has brought them much closer to the apex
body and has achieved closer vertical integration. Since the
managers are in a hierarchical set up, they have good promotion
prospects and can look forward to advancement in their careers on
the basis of their performance. Their careers do not depend on
the whims and fancies of the rawbers of the Board and the managers
cannot be pressurised to commit irregularities by unscrupulous
members of the Board. The lack of effectiveness of the local
officers of the Co—operative Department can be made good if the
apex organisation is strong and effective and is in a position to
closely supervise the work of managers,

7.10 The introduction of common cadres seems to be one of the
ways of improving the management efficiency of the agricultural
co-operatives in Thailand. Obviously, it will be impossible for
the ACFT to administer a cadre for all the 500 and odd societies .
in the country. It should, however, be possible to introduce a
common cadre for the Provincial PFederations and the ACFT. The
Provingial Federations, in turn, may be encouraged to introduce
such cadres for primary societies affiliated to them. The
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organisational pattern of the common cadres would be broadly as
follows :- ' g

ACFT

_ Manager ACFT &
~t Provincial Federations

| Provincial

<~ Federations &
Agricultural
~operatives.

— Manager ACFT &
l___ﬁ Provincial Federations

(w\\Manager/émployees of i‘ 7 : N
..~ Agricultural Co-operatives |~ v : ‘\\\M ;
& Provincial Federations. [ TR . - L N—_-
Agmicultural T oo

Societies.
7.11 After the initial recruitment, the managers will have to

be given intensive training at least for a period of six months,
as discussed elsewhere. o

7.12 ~ In the course of our discussions with the Government
officers and co-operative leaders about the feasibility of
introducing common cadres in the co-operative structure in Thailand,
most people welcomed this suggestion. The members of the Board

of Directors of the local co~operatives did not feel that
appointment of a manager by the Provincial Federations would

amount to dimunition of their autonomy. The only fear expressed

by some members was that the managers of the Cadre, if recruited



in Bangko.. may not like to Me ested far away fvom their homes.
_oecondiy, since most mmnag£“¢ would iike t se 7@&Pry near their
bemes, it may not be practicabdie Lo transfer tzmm to other societies
after their initial appoi numentc These difficulties do not

appear to be unsumountable. Officers of the Co-operative

Promotion Department sre even mow being transferred from one part of
the country to another., Gradually, the managers of the agricultural
co=operatives will get used to the idea of such transfers. Besides,
once a manager settles down in z society, he too will be reluctant
o move and, in case he does well in the socizty, it may not be
necessary to transfer him at all. In practice such transfers will
be few and far between. But the very euistence of the possibility
of such a transfer would spur the managers to greater involvement
in their work so that they earn the confidence of the Members of
the Board,

7.22 A broad outline of the scheme of common cadres is given
in annexure ‘'C‘',
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EORICULTURAL CO~UGFERATIVES & EE POOR

8.1 Cne of the terms of reference given to us relates

assessment of the present involvement of the rursl peor in food
mending ways in which

production through co-operatives and to recommend
this involvement could be substantially inareased for the develop-
efforts for focd

ment of the rural poor ithrough co-operative eff
production.

&.2 As would have been apparent from the previous chapters,
agricultural co-operatives in Thailand today do net cater to the
rocY, The members of co~operatives belong to richer sgections of
comrunity and are ordinarily much better off than the average

The rules for admission to the society are weighed

e

farmers,
heavily in favour of the rich,

% hae not been the pelicy of the Covernment te ameliorate

8.2 Iz
the conditicns of the poor farmers through co-operative effori.

The usual response to any suggestion about bringing the poor into
the Co=-operatives is that the lo-operatives z.e not charitable

organisaticns and are meant only Tor those who can help themselvess
- 8.4 Ag mentioned earlier it is perhaps this very exclusiveness
of the co-operatives which prompted the Government to set up the
Farmers' Associations. ‘The memberzhip of these Aszsocilations is
broad based and any one who is cultivating land ivrespective of

the size of his holding ig entitlied o become a member . In effect
therefore, the Fammers' Associations appzar to be Lar more
representative of the farming community than the agricultural
co-operatives. ”

8.5 It has already been stated that the existence of the two

parallel organisations namely, Famers Associations and Agricul~
tural production. Since the co-operatives are older and beiter
established jnstitutions it will be advisable to merge the Farmers'

|
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Associations into co-operatives and relieve the extension
functionaries of the DAE from the task of supervision of these
Associations, so that they can give their undivided  attention to..
their primary task i.e. agricultural extension. Apart from -
rationlising the work of the two departments namely, CPD and DAE
this merger would also brlng the relatively less affluent farmers
into the co-operative fold and make the co~-operatives more broad
based and representative. '

8.6 Another suggestion which has been made in this connection

is regarding liberalising the requirements for membership, so that
tenants and those not having clear titles to their land can also
become members. The insistence on mortgage of land as a precondition
for membership in case of those who own land should be done away
with. The various other changes which have been proposed in the
loanlng policies and programmes will also induce poorer farmers to
jOln the co-operatxves and broaden thelr base. co

8.7 " The Government Wlll also have to take a clear policy
deci sion to utilise the co-operatives for improving the economic
condltlons of the poor. If this policy is accepted a directive
will have to be given to give preference to small and marglnal
farmers in the memberéhlp drlve.

8.8 In other countries atiampts have been made to 1mprove the
conditions of the poor through co-operatives by organlslng Separate
co-operatives in the fields of dairy, poultry, piggery and similar
ancillary occupations. In these countries separate co-operatives
in these fields had to be organised because bulk of the poor do

not own or cultivate land. In Thailand the situation is different.
Landless agricultural labour congfitutes less than 1% of the total
labour force. Secondly, the occupations mentioned above are very
well organised in the private sector and there is keen competition
among the relatively large ventures which also enjoy the economies
of scale. It will, therefore, be very difficult for the small
co-operatives to make a break through in this field, unless Govern-
ment incurs a good deal of expenditure for providing the necessary
infrastructural support. Since it is the relatively richer farmers
who are engaged in these occupations, even if the Government were
to provide the necessary infrastructure, the poor will not receive
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any substantial benefit. Hen:e it would not be advisable to
-organise’ separate co-operatives in these fleldg specifically for

“the beneflt of the poor in Thailand,

8.9 - The poor in Thailand are small farmers, especially those
in the North-east who cultivate land which is of poor quality and
unirrigated. The incomes of these farmers can only be raised by
introduction of suitable crops and provision of necessary inputs
vwhich can best be done by organising agricultural co-operatives
or enrolling them in the existing agricultural co-operatives.
These co-operatives would also be able to give loans to those
members-who wish to undertake the ancillary occupatlons and also
assist them in marketlng their products.

8.10 :Since till recently adequate land was available, the
traditional approach of the Govt. to the problem of the poor in
Thailand had been to set up Land Settlement Projects. The Govern-
ment used to acquire large compact blocks of forest areas and
allot small plots of land to the landless farmers and other less
priviledged sections. A number of Departments have been setting
up such Land Settlement Projects. Though there are individual
variations in the programmes of the various Departments, the broad
patterns are similar. The Departments involved are 2

i) Department of Pubr1c Welfare in the Ministry
' of Interior.

ii) Bureau of Accelerated Rural Development (BARD) in
"~ the Ministry of Interior.

iii) Division of Land Co-operatives in the Department
.. 0f Co-operative Promotion.

iv) Department of Land Administration in the
Ministry of Interior. ’

V) Department of Land Development in the
Ministry of Agriculture.

. ¥i) National Security Cemmahd} Ministry of Defence..
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DEPARTMENT OF PUBLIC WELFARE

8.11 Since the Department of Public Welfare has been in this
field for a very long time and has set up the largest number of
such projects so far, it would be useful to describe the xoad
features of these projects. :

8.12 'Self-help' Land Development Projects under the Department
of Public Welfare are of the following categories :-

‘:A; Oxdinary Settlements for the Landless.

The largest number of settlements belongs thls
category.

B. Southern Development Settlements:

These are in the Southern border areas set up
with the aims of settling Thai citizens on the
vacant lands near the Malaysian border.

C. Dairy Set: lements,'”

At present there is only one Dairy Settlement in -
Saraburi Province (Muaklek Society already referred

to) where a dairy project along with a processing plant
has been set up with Danish collaboration and land

has been allottec to the farmers for raising.

milch cattle.

- Do Re=settlement Projects for settling those who have been
.evacuated from their lands consequent on construction
of multi-purpose irrigation projects. ‘

E. Settlements for Evacuees from border areas.

F. Border Settlements for settllng landless farmers
on the borders of Laos and Cambodia.

8.13 Typically, a land settlement project covers an area
between 5,000 rai to 15,000 rai. After acquisition, physical
planning of the lay-out of the roads, farm areas, etc. is finalised
by the Department of Public Welfare and all, the infrastructural
facilities, namely roads, school, dispensary, etc. are provided by
the Department. On an average a settlement consists of about
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70 families. The settlers are chosen from among those who do not
own land. A settler is usually allotted about 2 rai for his
homestead and 15 to 20 rai for cultivation. The project staff -
includes an Extension Officer (Agriculture) who deals with the
introduction of new crops, distribution of seed, fertilisers,
pesticides and provision of agricultural extension, etc.

8.14 The settlers cannot transfer their land nor can they
mortgage them for securing loans. They can, however, acquire fUll
ownership after cultrvatlng the land for 15 to 20 years.

8.15 Co=operative Societies have heen organlsed in some of

. these projects for the supply of inputs, credit, hiring of tractors,
etc., Some of these societies are also involved in marketing of

agricultural produce. The farm guidance work is attended to by

the Agricultural Extension Offlcer and the 5001et1es do not have

any staff for thls purpose.__

8.16 To date, 53 such prOJect° have been established by the
Department of Public Welfare, However, CO-operatlve Societies
have been organised only in 26 projects. Since the settlers in
these projects belong to the weaker sections of the community, a
high priority is required to be given to organising co-operatives
in the remaining settlements. It may be added that since the
Department of Public Welfare provides all the infrastructural
support as well as agricultural extension facilities and even
financial support by way of loans and subsidies to the co-operatives,
~ these societies have much better chances of success. In the
course of our visits to a number of such projects, it appeared
that the co-operative societies organised in these projects were
generally more successful than the other agricultural cooperatives.

8.17 According to the present instructions of the:CPD, a
minimum of 150 members are required for registration of a new
‘co-operative. In most of these projects, the number of families is
less than this stipulated number. The officers of the CPD, I
therefore, seem to be reluctant to organise co-operatives in
these settlements. In the light of the experience of these
societies and since their membership is more cohesive and homo=-.
geneous, the stipulation regardlng the mlnlmum number of members

need not be made appllcable in the case of these soc1et1es.
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BUREAU OF ACCELERATED RURAL DEVELOPMENT

8.18 The Bureau of Accelerated Rural Development (ARD) in the
Ministry of Interior is also implementing similar programmes in
the political sensitive areas, mainly in the North—east. It does
not allocate land, but organises the people mostly from among the
poor into "groups" -and provides them with agricultural extension,
credit, marketing outlets, fertilisers and other inputs, etc.
Officers of the ARD claim that these “"groups” provide a more
comprehensive range of facilities than those provided by the agri-~
cultural co-operatives. Both the Farmers' Associations and
Agricultural Co~operatives also operate in the area of operation
of the ARD groups but the membership is mutually exclusive,

8.19 The development of these groups is in three stages. In -
the first stage, small groups called "Growth Areas" with an average
membership of 100 farmers are organised. In the second stage, these
"Growth Areas" are converted into "groups" with- relatively larger
membership. In the third stage, the "groups'are converted into
co~operatives. So far 28 "groups" have been formed out of which

7 have been converted into co-operatives. 12 "Growth Areas" i.e.
smaller groups are also functioning{ The total membership of all
these groups is about 35,000, | : '

8.20 Except in the matter of registration of the co-operative
and its annual audit, there does not seem to be any link between
the Department of Co-operative Promotion and the ARD. The ARD has
its own staff of Advisors mainly based in Bangkok. On an average
an Advisor looks after 3 groups. The groups have their own
Managers and Accountants.

DIVISION OF LAND CO~OPERATIVES
IN THE DEPARTMENT OF CPD

8.21 The Division of Land Co=operatives also implements land
settlement projects similar to those organised by the Department
of Public Welfare. The main difference between the ‘two is that
while co~operatives are incidental in the case of the Settlements

of the Department of Public Welfare, in the case of land €o=cPora-
tives, membership of the co-~operative is compulsory.



8.22 In 1974 there werev190 land co-opeiativés‘aﬁa the

category-wise break up was as follows:
i) Land Settlement Co-operatives : 174
ii) Land Hire Purchase Co-operatives : 11
iii) Land Tenant Co-operatives s 5
8.23 The functions of these co-operatives have élready been

described in Chapter 3 and therefore, they need not be elaborated
here,-

8.24 - An averagé Land Settlement Project covers an area of-
about 30,000 rai and each member is given about 15 to 30 rai of
land. On an average, a project covers about 600 members. :

8.25 The Division of Land Co~operatives proposes to set up

7 such projects every year in the next Five-Year Plan.

DEPARTMENT OF LAND ADMINISTRATION
IN THE MINISTRY OF INTERIOR

8. 26 The Department of Land Development in the Ministry of
Agriculture and the National Security Command in the Ministry of . .
Defence arevother organisations which also set up similar projects.

8,27  Since these projects and the co-operative societies which.
have been organised in some of them, represent-the most effective
and comprchensive effort to serve the poor through co-operatives,
more attention needs to be given by the Department of Co-~operative

Promotion to these projects.

8. 28 At present among these, the Department of Co-operative
Promotion looks after only one type of co-operatives namely, those
organised by the Division of Land Co-operatives and is not |
concerned with the co~operatives in the projects organised by
other departments except in so far as legal and audit matters are
- concerned. Since the co-operatives organised in these projects
perform similar functions, it will be worthwhile to examine
whether all these co-operatives should not be dealt with in the

Division of Land Co-operatives, so that there is uniformity in the



policies and programmes relat.ag to them. If, for admlnlstratlve
reasons, this suggestion is not found to be feasible, there should
at least be a forum for co-ordination and exchange of experience
among the various agencies which are implementing projects which
are identical in nature. | :

8.29 It is learnt that a proposal for transferring all these
projects to the Land Reforms Bureau was under the con31deratlon

of the previous Government. However, since the Division of Land '
Co-operatives is already dealing with its own projects, this
Division appears to be the best agency for co~ordinating this work.
It may fot be necessary to transfer the administration of the
projects to this division. Only the work relating to the
organisation and supervision of the co—cperatlves registered in~
these projects, should be co-ordlnated in the Division of Land '
Co—operatrves.

" LAND REFORMS

8.30  The Land Refbfms Bureau has an ambitious programme of
re-distribution of land. The Land Reforms Act, which was passed
in March 1975, envisages the establishment of an Agricultural Land
Reforms office for implementinc this programme. The Act empowers
this organisation to allocate upto 50 rai per family. Those owning
more then 50 rai will be permitted to retain their land provided
they cultivate it themselves. The absentee land-lords will have

to surrender their lands in excess of 50 rai. The Act authorises
the Agricultural Reforms Office to purchase lands from such farmers
on 25% payment in cash and 75% in Goverrmment bonds.

8.31 The programme launched in October 1976, aims at redistribu-
tion of 10 million rai to about 500,000 families in the next five
Years. In 1977 it is proposed to allocate 1l.44 million rai under
this programme. This is an extremely ambitious programme considering
the fact that in the year 1975-76 only 19,700 rai were distributed.

8.32 The programme has been divided into three stages. In the
first stage, land will be distributed among the farmers. In the
second stage, Government will help the farmers to raise their
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production and market their products at remunerative prices. In
the third stage, farmers will organise themselves into Co-operatives
‘and Farmers Assoczatlons. '

8.33 It will thus be evident that co-operatives have been
given an important place in the Land Reforms Programme. Since
some of the farmers who will be given land, will be new to-
agrlculture ‘and may not have the necessary resources to invest

in cultivation, co-operatives can play a useful role in providing
credit.and.other ihpnts'to these farmers. : : .

8.34 However, instead of leaving it to the farmers to organise
themselves into co-operatives in the third stage, the registration .
of co-operatives should commence simultaneously with the allocation .
.of land in the very first stage. In fact, membership of a
co-operative should be an essential condition for allocation of

land to the landlegs. It will, therefore, be desirable to plan

the organisation. o¥ co~operatives as a part of the Land Reforms
Programme right now. The Department of Co=-operative Promotion will
‘have to be actively involved in this process. Organisation of
co-operatives should be an integral part of the Land Reforms
Programme. The farmers to whom land is allotted under this
programme, should be organised into Setrtlement Projects on the

basis of the projects organised by the Department of Public Welfare.
Agricultural extension and provision of credit & inputs should

be one of the functions of the project authorities. The magnitude
of the task is collossal and the Department of Co-operative
Promotion will have to gear itself to this task and draw up a
detailed programme in consultation with the Land Reforms

organlsatlon.
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CHAPTER 9

GENERAL OBSERVATIONS & RECOMMENDATIONS

9.1 Agricultural Co-operatives in Thailand today, both-the .
newly amalgamated co-operatives, land co-operatives and to a

lesser extent, the Provincial Federations, are basically sound
organisations. Their financial position is also generally
satisfactory. The Agricultural Co-operatives are closely supervised
by the departmental staff. The non-official leadership is also
‘imbued with co-operative ideology and is very closely involved in
the working of these societies. There is very good understanding
between the officials of the Co-operatlve Promotion Department and
the members of the Board of Management. Another healthy f@agpre,
of the movement in Thailand is that thére is hardly any interference
from local politicians or other outside agencies. S

9.2 Looking at the other side of the balance sheet, however
one is struck by the fact that co-operatives are playing a.very
limited role- in agricultural production. The membership covers
only 10% of the population. Co-operatives have not been organised.
in a number of districts. Even in the most successful societies, .
the membership does not extend to more than 15 to 20 % of the ..
people residing in its area of operation. o

9.3 Secondly, the agricultural societies draw their members
from a very larger area, some times 40 to 50 villages, and ,
relatively richer farmers from these villages are members. The
average land holding of the members, appears to be much higher
than the average land holdlng in the area. More than 80% of the
members appear to be land-owners. Small and marginal farmers and
other weaker sections are not members of the co-operatives.

9.4 Thirdly, the spread of the movement is uneven in the
various parts Jf the country. Over 60% of the societies are
concentrated in the prosperous Central Region; whereas only 21% are
in the North-East, 8.81% in the Northern Region and 9.17% in the
Southermn Region. The movement is lagging behind in the batkward
parts of the country.



9.5 Most of the agriculwural co-operatives are multi-purpose

only in name., Provision of credit is the most important function.
A survey conducted by Mr. Pradit Machima in 1972 indicated that

. nearly 95% of the income of a co-operative was drawn from interest
on loan, while 2.27% was ‘drawn from business activrty and 3.04%

=" from miscellaneous items.

9.6 - The plan of the Department of Co-operative Promotion
envisages expansion at the rate of 10 new societies per year and . '
increasing the membership of the existing societies from 680 to
1,000, The target of increasing the membership should perhaps
be more ambitious, so that at least 50% of the population is
brought under. the co-operative fold in the next five years. The -
proposed merger of the Farmers Associations and enrolment of =
individual clients of the BAAC as members of the co-operatlves ‘
would help to increase the members of the co-operatlves ’

substantially. - TR

9,7 One gathers the impression that the supervision of the
societies by the departmental officers is somewhat excessive.

After amalgamation, by and large, only one or two societies are
under the charge of a District Officer and almost :mVarJ.ably his
office is located in the premises of the soc:.ety., Such close
supervision seems to be partly responsible for lack of mit:.atn.ve '
and self-confidence among the members of the’ Board as well as in -
the professional managers. It is perhaps because of this that the -
societies have not felt the need of having their own trained and
qualified Managers. Now that most of the agricultural co-operatives
have got over the problems involved in the process of amalgamation,
the Department -should gradually withdraw its staff from the routine
duties of the societies and utilise it for organising new societies
and enlarging thec membership of the exlstmg societies at a more
rapid rate than has been envis aged.

2.8 Another :Lnterestlng feature of the movement in Thalland
is the existence of a parallel organisation namely, the Farmers'
Association, which has already been referred to. While initially-
these organisations were perhaps formed to assist the agrlcultural
extension functionaries in transferrmg the tech.nology to the”
farmers through the group approach, these associations have
gradually taken over most of the functions of the co—operatn.ves
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In addition, these Associations have the blessings of the Depart-
ment of Agricultural Extension as that Department not only

channelises technical know-how but also distributes seeds, fertlllsers
and other inputs, sometimes at subsidised rates, to the members

of these Aseoclatlons.n To that extent co—operat*ves,have been
deprived of the guidance and assistance of the extension func-
tionaries. As pointed out earlier, the existence of these two
parallel organisations does not.serve the interests of either of
the two departments. On the other hand, efforts of both the
Departments get diluted. Under the present arrangements a good

deal of time and effort of the extension staff of the DAE is o
wasted in guiding and supervising the work of the Farmers' Associa-
tions and arranging supply of inputs, etc. tasks for which they -
are ill-equipped in terms of their training, experience or aptitude.
As it is, the extension network is very thinly spread. Government

can ill afford to burden this scarce trained manpower with such
additional tasks which are not in their legitimate sphere. Supply

of credit and inputs are commercial functions and can be best
performed by Co-operatives which are business organisations having
experience in these fields.

9.9 It must, however, be clarified that strictly opeaklng _
these two are not parallel organisations because while the Farmers'
Associations function at Tambon level, co-operatives are organlsed
at the district level. The Farmers' Assoc1atlons have not yet =
started. marketlng functlonsa'

9, lO Perhaps the Government felt it necessary to promote these
Farmers' Associations partly on account of the conservative and

rigid approach adopted by the co-operatives in the admission of

new members and grant of loans, etc. Although most of the societies
now are with limited liability, the approach which was valid when
the societies were organised on the basis of unlimited liability
still seems to govern the thinking of the co-operative leaders

oth official and non-official Restricted membership, distinct
pmeference for prosperous land-owners, the unwritten rule regarding
mortgage of land by prospectlve members as a precondition for
membership, securlty oriented lending policies, etc. seem tQ have

led to a feellng among the general public that co-operatives are
clubs of the rich landowners_and are not open to the ordinary rank .
and file,
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92.11 In the course of our rield visits, the re-action of the
co-operators to the suggestion that Farmers' Associations should be —~
merged with the co~operatives was not generally favourable. The
general . feeling appeared to be that the Farmers' Associations are
semi-political bodies which are badly managed and, therefore, their
merger with the co-operatives would not only tarnlsh the image of
the co-operatives but also burden them with liabilities. It was
not appreciated that with the patronage and assistance from
Government, ‘these Associations might eventually overcome their
weaknesses and finally eclipse the co-operatlves, As emphasised
earlier, co-operatives cannot function in a vaccum. They can
perform their functions only as a link in the chain of agricultural
Production and without the support of Govermment and other agencies
involved in this field, they will be unable to make an effective
contrlbutlon to 1ncrea51ng food productlon.

9.12 In view of the foreg01ng, 1t seems quite clear that the -
first step toward strengﬁhenlng of the co-operative movement would
be to draw up a time-boind programme for the merger of the Farmers
Associations with the co-operatives. Although the intention to
merge these two agencies was announced years ago, no concrete steps
seem to have so far been taken in this regard, apparently on account
of reservations on both gides. | The process of merger will not be
painless, but any delay would only cause further compllcatlons.

The merger would not only broauen the base of membership of the
co~operatives but also make them more representative and flex1ble
in their approach. In the process of merger, co-operatives will
have to make some adjustments, but in thée long run this step will
only strengthen theﬂco-operative movement.

9.13 Since the Farmerf‘ Asgociations are‘organised at the

tambon level, they could join the agricultural co-operatives
organised at the district level. In other words, these associations
can form constituento of the agrlcultural co-operatlves without

much dlfflculty.

9.14 Co-operatives would be able to play a more effective role
in increasing food production if they are-assigned a specific role
in the country's food production programme and the operational

programmes of the Départment of Agricultural Extension are closely
co~ordinated with the programmes of the Department of Co-operative
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Promotion not only at the national level but also at the provincial
and district levels. This, of course, presupposes the existence

of a concrete quantifiable annual programme of the Department of
Agricultural Extension in terms of the additional area to be brought
under cultivation in respect of various crops, province and dlstrlct—
wise programmes for distribution of credit, seed, fertlllser etc.
to achieve the targets of product:on. Such a programme does not
seem to exist at the moment. Based on these national targets, the
co-operatives could be assigned specific targets for provision of
credit, distribution of fertiliser, inputs, marketing, etc. which,
in turn, could be further sub-divided into targets for each
co-operative., The co—operatlves aluo should have an annual business
plan indicating the targets for additional membership and volume

of business operation, etc.

9.15 If a detailed programme of this nature is drawn up and
specific targets are assigned to the functionaries at the
provincial and district levels, it will be necessary to btring about
more effective co~ordination between the working of Departments of
Co~operative Promotion and Agricultural Extension at lower levels.’
The Provincial Governors will have to be more intimately involved
in the supervision and co-ordlnatlon of the programmes of these
two departments.

9.16 That such close co-ordination between these two agencies
yields results can be seen from the success achieved 'in the Self-
help Land Settlement Proyects referred to earlier. Sinece agricul-
tural extemsion and infrastructural support to the co-opératives
are provided by the Department o f Public Welfare in these progects,
the close understandlng between the extension wing and the co- )
operative wing in these projects has been beneficial to both. The
extension wing has been able to carry its message with the
assistance of the co-operatives in the matter of supply of credit,
inputs, etc. and because of the additional demand for inputs
created as a result of the efforts of the extension wing, the
volume offbu51ness of the co—oneratlve in these projects has
increased substantially, In the light of this experience, steps
should be directed towards bringing about such understanding at

the district and provincial levels also. The pattern of relation~"
ship will have to be worked out. The merger of the Farmers' -~
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Associations with the co-operatives will help in bringing the
two departments closer and bring about greater co-ordination..

9.17 - If the declared policy of the Government to support

and promote co-operatives is to be translated into action,
Government will have to assist the co-operatives in a big way.
Till now although Government has been assisting in guiding,
supervising and "promoting" the co~operatives, Government has not
treated the co-operatives as an instrument of state policy. No
specific role has been assigned to them in the National Social
and Economic Development Plans. Co-~operatives have not been
given any privileges. What is being emphasised is that the
Government should not only "promote" the co-operatives in the
traditional sense, but should also own and treat the movement as
an instrument for implementing its socio-economic programmes. It
does not mean that the Government should necessarily participate
in the share capital or get involved in the day-to-day management
of the co-operatives. It has already been suggested thai the
staff of the Co~operative Promotion Depariment should be
withdrawn from the day-~to-day management of co-operatxves and

the societies should be encouraged to strengthen their own ,
management., The support that is required from Govermment is in
terms of policies. In specific terms, sub31d1es, if any, for
promotion of new inputs should be routed through the co-operatives.
It the co-operatives incur any loss in fertiliser distribution,
etc. for reasons beyond their control, the loss should be under-
written by Govt. Similarly, in the matter of procurement ard
distribution of food=-grains, co-operatives should be allowed to.
act as agents of Government. Preference should be given to the
Co-operatives in allocation of quotas for export. Numerous
instances of this kind can be given. What is -being stressed is
that there should be a change in the approach of the Government

towards co-operatlves.

9,18 ﬁ Partly, the hesitation to support the co=operatives

seems to stem from the fear that excessive support will lmpede

the growth of the co-operatlves towards self-reliance. The
support is, however, required only in the initial stages and it

should be given on a selective basis and should be withdrawn after

the co-operatives becomes self-reliant. Even in countries like

Japan, where the movement has now beccme strong and 1ndependent,
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" the present strength of the movement is, tb{a‘largé.extentﬁmdue
to the massive support given by the Government in early stages.,
Also in the United States, which is the champion of free enter-
‘prise, the present form of credit system ows its origin to the
capital initially provided by Government.

%.19 = As mentioned above, the a551stance should be withdrawn
as soon as it becomes unnecessary. For example, in the initial
stages Co-operatlves in Thailand needed assistance in the manage=
ment of co—operatlves. But now they have reached a stage where
they would be in a position to develop Ehelr own capabilities.
A551stance is, however required in marketlng, processing and
input distribution. The forms of assistance required have been
spelt out in the prev1ous chapters.

SUMMARY & RECOMMENDATIONS

9.20 Till now, increase in agricultural production in
Thailand has been brought about by bringing additional area under
cultivation. Since most of the cultiveble forest lands have
already been cleared, further increase in production both to feed
its rapidly increasing populztion and to maintain and increase
its share in the world Bank market competitive prices can only be
achieved by increasing the soil productivity i.e. by increasing
the yields., Over the years, while the total production has been
increasing the average yields of major crops have been falling or
at best remained static, For example, in 1907-11 the average
yield of rice per rai was 302 kg. while in 1973 it was 279 kg.
There is. considerable scope for increasing the yield by adoption
of available technology. The rgsearch}inétitutions have done good
work and have evolved package of practices for most crops. Improved
varieties of seeds have also been evolved. The adoption of this
technology, however, involves the use of high cost inputs,
‘widespread dissemination of the technical know-how and creation
of infrastructural facilities for marketing, processing, storage
and transport. Agricultural Co-operatives can play an effective
role in assisting the Government in prov1d1ng some of these
facilities and services and thereby supplement the efforts of the
other Government agencies engaged in this field.
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The following reconumendations can be made for achieving
objectives:

1. The policy of the Government towards the Co-operatives
needs to be clearly defined. Till now, it has been

- one of guiding and "promoting” the co-operatives to

develop on their own as a movement of the prople., In
actual fact, Government officers have been managing
the Co-operatives and the Government has also given
substantial financial assistance to the Co-operatives
in various ways. However, co-operatives have not been
assigned any specific role in the National Development
Plans, With a view to bringing the policy in line

 with the reality and actively involving them in the

programme of national development, the policy needs to
be redefined. It should be clearly stated that the
co=-operatives will be assigned a definite role and will
be used as an instrument of Government in the
implementation of national development programmes. In
turn, the Co-operatives should also have definite
targets in the national plans.

2. At Present agricultural co-operatives covers only
about 10% of the farm families. A clear time bound .
programme should be drawn up for increasing the member-
ship by about 50% of the families are brought into the
co~operative fold in the next five years. Additional
staff requirements for this expansion programme should
be worked out and provisions made in the national
development plan. - '

3. There is a parallel organisation in the form of

. Farmers' Associations, which performs functions similar

to those performed by the Co-operatives. Although

there is a policy decision that eventually these Farmers'
Associations will be converted into Co~operatives, no
concrete steps have so far been taken .in this direction.
Since the existence of two parallel organlsatz.ons is

” not conducive to agricultural development, a concrete

action programme should be formulated for the merger of
Farmers' Associations into Co=-operatives.
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4. With the merger of the Farmers' Associations into
Co-operatives, the programmes of agricultural extension
regarding distribution of inputs should be implemented
through the co-operatives and for this purpose there
should be effective co-ordination between these two.
Dopartments both-at the stage of formulation of the
policies and programmes and their implementation. - The
co-ordination arrangements should not be on ad-hoc basis
and they should be institutionalised. Ccordination
arrangements should be worked out not only at the national
level but alsoc at the provincial and district levels.
Provincial Governors should also be more closely involved
in bringing about effective co~ordination at their levels
in the working of these Departments. IR

5. A number of organisations are now engaged. in the
organisation and development of Co~operatives.. Further,
even within the co-operative fold there are no institu-
tional arrangements for bringing about close co-ordination
between the various sectors. At present there is no
forum at the national level, where matters relating to
Co-operatives can be discussed. It seems necessary,
therefore, to establish a Naticnal Council of Co-operative
Development which could guide the Gevernment in policy
matters and serve as the sounding board for the changes
that the Govermment proposes to make in regard to its
policies and programmes in regard to the Co~operatives.
The National Co-operaktive Council should be headed by

the Secretary General of the National Social and Economic
_ Development Board. The Under Secretary for State
Agriculture and Co-operatives, the Director General of
Co~operative Promotion Department, Director General of
Department of Agricultural Extension, Managing Director
of the BAAC, Director of Co-operative League of Thailand,
Representatives of the Bank of Thailand, ACFT, Consum?r
Federation, etc. should be appointed as members of this
Council. The representatives of other departments namely,
Department of Public Welfare, ARD, Land Reforms Bureau,
etc. may be invited, if necessary. The Department of .
Co-operative Auditing should also be represented on this
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Council. This suggestion regarding the composition of
the Council is merely illustrative. The €ouncil should ~
be an Advisory Body and should meet at least once in
three months. The National Social and Economic Develop~-
ment Board should serve as the Secretariat for this
Council. ‘

6. The most serious weakness in the functioning of the
agricultural co-operatives is the absence of qualified
Managers. The Department of'Cbéoperative Promotion should
initiate a programme of appeinmting competent Managers in
the agricultural societies and Provincial Federations.
The ACFT may be entrusted with the task of administering
a common cadre for itself and affiliated Federations.
The Provincial Federations could also be persuaded to
organise common cadres for the societies affiliated to
them, The CPD should take the initiative in the matter
and formulate the rules and regulations, etc. in
consultation with the ACFT and Provincial Federations.

7. With a view to providing incentive to the Provincial
Federations and the ACFT to accept this scheme and to
enable them to meet the cost of the scheme in the initial
. stages, financial acsistance should be provided to the
Federations and the cost of the Managers should be borne
by the Govermment on a tapering basis for the first five
years.

8. The Co=-operative League of Thailand should be
associated in drawing up a training programme for these
Managers and specialised professional training should
be arranged for them with the help of the League.

9. With the appointment of qualified managers, the task
of supervision of the affairs of the societies should be
gradually transferred from the departmental officers to
the higher tier organisation. In the case of the primary
societies, the Provincial Federations the supervision
should be :the responsibility of the ACFT.
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10. With the transter of supervision to the higher tier
organisations, the role of Governmment officials should
be limited to performing statutory functions. Government

‘officials should be gradually withdrawn from the normal -
- day=-to-day operations of the societies and they should

devote themselves to Co=operative Education, increasing
the membership of ‘the societies, etc.

11, The present restrictive provision in the bye-laws in
regard to the admission of new members should be removed.
Emphasis should be given to the enrolment of small and
marginal farmers as members of the co-operatives. The
membership requirements should be similar to those in
vogue in the Farmers' Associations.

CREDIT

l. At present in addition to the BAAC, Government also
provides loans through various Departments and agencies.
There should be only one agency dispensing the credit,

so that there is uniformity in the lending criteria.
Government should discontinue direct lending to the Co-
operatives., Instead, the BAAC should be strengthened
financially. There should be a unified credit system for

_ all categories of borrowers,

2. The present policy of Govermment of providing loans
at 2% interest frcm the Co-operative. Promotion Fund and
the Farmers' Aid Fund prevents the Co-operatives from
approaching the banks for meeting their working capital
and term loan requirements. Instead of subsidising -the
working capital, the amount available in these two funds
should be utilised to promote the Co~operatives by way
of providing managerial subsidy, assistance for setting
up a common cadre, conducting feasibility studies for
new ventures, etc. '

3. At present the BAAC extends credit to (i) individual
clients, (ii) agricultural co-operatives and (iii)
Farmers' Associations. For various reasons, the
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- co=operatives receive a low priority. Along with the
merger of the Farmers' Associations into Co-operatives,
the individual clients should also be enrolled as members
of the Co-cperatives in a phased manner; so that the

BARC becomes, in fact, a Bank for co-operatives..

4, TImmediate stoeps will have to be taken to ﬁmprqvé the
recoveries from the societies to the bank which are now

“around 16%. For this purpose the lending procedures
will have to be considerably simplified, so that
societies can be assured of getting fresh advances after
repayment of outstanding loans.

5. 8ince the demand for long-term 1o ans from members
of the societies for purchase of tractors, minor
irrigation, etc. is likely to rise, the BAAC will have
to finalise procedures for grant of long~term loans to
members of co-operatives.

6. The lending policies of the BAAC are rather
conservative and security oriented. The procedures are
also cumberscme and time consuming. The following
suggestions are being made with a view to liberalising
the lending policies and simplifying the procedures:-

i) The present limit for loans without mortgage
appears to be low. There is a case for upward
revision of this limit having regard to the
actual cost of cultivation of a holding of
average size.

ii) No clear guidelines are available to the field
staff for working out loan eligibility of a
members. Scales of finance should be prescribed
for various crops in consultation with the
Department of Agricultural Extension, so that
Managers of the Co=-operative Societies as well
as the field staff are able tc apply uniform
criteria for assessing the loan requirements.

iii) A system of crop loan should be introduced and
efforts should be made to give a part of the
loan in kind. '
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Seasonality -shou.d be 1ntroduced both in 1endlng
and recoveries.

More than 50% of the farmers do not have recorded
rights in land and are at present outside the

purview of the Co-operatives. With a view to enabling
them to obtain their requirements 6f£ credit, the
Societies should maintain a land register indicating
the extent of land actually cultivated by a member

to be verified by the representatives of the society.
This register should form the basis for determining

" the loan eligibility of a member in the absence of

vi)

vii)

title deeda and other doﬂﬁmentary ev1dence.v

Under the present procedures ‘mortgage of land is
essential for all loans-above 7,000:baht. Since

most farmers have no ciear title deeds-and the
procedure for mortgaging land is cumbersome, it

should be examined whether the relevant legislation
can be amended to provide for creation of a charge
(1ien) on land and the crops standing thereon and

for registration of the charge in the revenue records.

Branch Advisory Committees may be constituted at the

“Provincial level consisting of the representatives

of the CPD and the DAE to provide a forum for .

- eéxchange of views and appreciation of each others

viii)

ix)

x)

difficulties at the local level.

Branch'Managers should be given more powers so that
all loan cases are disposed of at. their level.

At present far too many stages are involved in the
processing of loan applications. Some of the stages
can be eliminated without af%ctlng the gquality of
scrutlny. The need. for the various stages should be
critically examined with a view to finding out
whether some of them cannot be dispensed with.

After the introduction of scales of finance, it should
not be necessary for the Bank to go into the quantum
of loan given by the society to each member. The
provincial branch of the BAAC should then sanction
merely a revolving -credit limit to the society.
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leaving it to th~ management of the society to
sanction loan to individual members,

xi) The résponsibility for supervision of the utilisation
of loans should be entirely with the society. The
society should appoint necessary staff for this

purpose.

x®ii) The main reason for poor repayments by the societies
to the bank is the inordinate delay in the sanctioning
of fresh loans. A thorough review of the policies
and procedures is required to be made at the highest
level. A high level Committee should be appointed to
make a study of the policies and procedures not only
of the BAAC but also of the societies with a view to
liberalising and simplifying them. The Committee
should consist of representatives of CPD, DAE, BAAC,
Commercial Banks and some leading Co-operators. It
should be headed by a sufflclently senior officer,
so that all the agencies concerned accept ‘the
recommendations and implement them.

xiii) A time schedule should be laid down for processing
loan applications at various levels, so that the
entire process from the date of application by a
member to the date of receipt of loan by him does
not take more than a month,

xiv) The attention of the BAAC is now focussed on
production credit. The marketing activities of the
ACFT, Provincial Pederations and Agricultural
Societies have been very seriously hampered due to
non-availability of marketing as well as distribution
of fertilisers at various levels should be worked
out and BAAC should formulate its p011c1es for meeting
these requirements.

MARKETING

9.23 1. One of the constraints in the development of
marketing is the lack of marketing outlets. Government
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should recognise the Co~operatives as its agent for
marketing operations and give them preference in all
marketing activities, especially in the allocation of
export quota for fbodgralns on Government to Government
basis. :

2. The ACFT should be recognised as an agent of Govern-
ment for marketing activities and should -“he-strengthened
suitably. '

3. Marketing activities are at present confined to maize
and rice. A number of societies need assistance in the
marketing of other commodities namely, Cassava chips,
~fruit, etc. The ACFT should divers ify ‘its marketlng
activities and develop expertise in other fields. It
should seek outlets abroad for various commodities and
also seek assistance of the International Co-operative
Trading-Organisation at Singapore in this connection.

4, In view of the successful functioning of the scheme
of marketing of maize to the Japanese Co-operative

-~ Marketing Federation, ACFT should explore the possibili-

ties of entering into similar arrangements with
Co-operative Federa’ions of other countries for export
of rice and other commodities.

5. There should be close co-ordination between the ACFT
and the MOF, so that there is no duplication in their
activities., The MOF should utilise the existing
co-operative marketing structure in the field organisation.
The ACFT and the Provincial Federations should function

‘as agents of the MOF.

6. The most serious problem facing the ACFT and the
Provincial Federations is the paucity of"working capital.
An assessment should be made of the requirements of the
working capital of the ACFT, and the BAAC should be
prevailed upon to meet the requirements in full. . The
‘Department of Co-operative Promotion should take the
‘initiative in this matter. If necessary, Government
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should stand guarantee to the BAAC on behalf of the
ACFT for repayment.

7. The management of both the ACFT and Provincial
Federations need to be strengthened. A common cadre
should be constituted for the ACFT and the Federations,
--80-that the employees of the Federations can be assured
of promotion prospects.

8. At present the ACFT is not a truly national Federa-
tion. Its relations with the affiliated societies are
not as close as they should be. The ACFT should take

over- all the functions of the guiding and supervising

the affiliated societies and establish closer tle.:

- with them.

9. The ACFT should have a team of Advisors who should
visit the societies at frequent intervals and help them
in removing their difficulties vis-a~vis the ACFT .

10.The ACFT should also have a Consulancy Cell to provide
assistance to the afflllat"d societies in technlcal

and financial matters

1l.There is a communication gap between the ACFT and ;
" the affiliated societies in regard to market intelligence., .
" ACFT should communicate the prices of both maize and p
rice to the Provincial Federations and afflllated ’
- societies at least once a week.

12.There is inordinate delay in the settlement of
accounts between the ACFT and the affiliated societies,
The procedure of settlement of accounts should be

- streamlined and there should be Pera.odlcal reconciliation

of account.

13.ACFT should periédically arrange specialised training
programmes for the managers of the affiliated societiecs
in consultation with® the co-operative League of Thailand.
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PROCESSING

_ At prgséntfthe'processing activity are confined to

paddy. There are a number of other agricultural
commodities, which can be processed in the

‘co-operative sector. Fruit canning, manufacture of

sugar, manufacture of cattle feed, extraction rice
bran oil, etc. are some examples. The possibilities
of diversification in the field of processing should
be examined and feasibility studies should be got
conducted in respect of specific projects.

There is no organisation at present :

which is technically equipped to give adV1ce to the
Co-operatlves in project formulation and establish-
ment of processing units in new fields. A new
organisation in the public sector called the National
Co-operative Development Corporation should be set
up for this purpose. ’ .

The processing capacity of the rice millS, which have

been set up, is jrossly underut.lised. A study should

be made to £ind out the reasons for underutilisation
and remedial steps should be taken. The ACFT should
secure an assured quota for export o rice from the
Ministry of Commerce on a regular basis, so that

the rice mills have an assured market.

As in the case of marketing, the processing units are
facing aclte paucity of working capital. The CPD
should bring the BAAC and the representatives of the
Processing Units together and sort out this'problem.

~ The Government has ‘an ambitious programme of setting

up more rice mills, The programme should be re-
examined and rephased, if necessary., in the light
of the performance of the_existing rice mills,
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l. There is duplication of effort in input distribution,
as both the Farmers' Associations and the Co-operatives
perform these functions. There should be only one
Farmers' Organisation, so that there is uniformity in

the prices at the retail level. This objective will be

achieved with the proposed merger of the Farmers
Assoc1atlons into Co-operat*ves.

2., Neither the Co—operatlve Promotion Department:nor
the Department of Agricultural Extension has a carefully

- worked out plan of ‘action in terms of quantities of
---;fertlllsers to be dlstrlbuted during a year. The ACFT

should work out a plan on these lines under the guidance

~-of the CPD and with the assistance of the DAE,

3. The ACFT should work out its annual requirements of
fertilisers in consultation with the affiliated societies
on the basis of their monthly requirements so as to plan
its imports accordingly.

4.' Many societies now buy fertilisers from the open
market and not from the ACFT. The ACFT should,

. therefore, streamline its procedures and provide

satisfactory service to the societies so that the
societies do not buy fertilisers from the open market.

5. There should be co-ordination between the MOF and
the ACFT in regard to import of fertilisers. ACFT should
act as an agent of MOF in the matter of fertiliser

distribution.

e6. 'Agr1Cultural Co-operatives should also distribute

seed as an agent of MOF, which has been entrusted with

the task of multiplication of seed.

7. Since the cooperatives would be handfing these inputs
on behalf of Government, any loss suffered by them for
reasons beyond their control, should be underwritten by

Government.
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FARM GUIDAMCE

1. . The present procadure of recruiting farm guidance
workers in Bangkok has not been found to be satisfactory.
The local societies should be achd to make their own
recrultment.

2. The farm guidance workers should be given suitable
incentives and their emoluments brought at par with those

of the functionaries of the Department of Agricultural
Extension, so that they are not constantly on the look
out for better openings in the DAE.

3. Before posting them to societies the farm guidance
"workers should be given intensive training with the help

of the DAE. The training should be at least of six

months' duration and it should deal with all aspects of

the work of the. extension functionaries of the Department
of Agricultural Extension.

4, There should be closc co~ordination between the

functionaries of the DAE and the farm guidance workers
of the societies in the field i.e. at the provincial and
district level. 7The farm guidance workers should
eventually serve as agents of the functionaries of the
Department of Agricultural Extension as in Japan.

5. Till the merger of the Farmers' Associations into
Co~operatives, the members of the societies, which hawve
not so far appointed farm guidance workers, should be
provided technical guidance by the extension personnel
of the DAE. :
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OTHER RECOMMENDATIONS

Since adequate number of Dairy and Fishery
Co-operatives have been functioning for some time,
functional Federations of these Co-operatives at the
national level should be organised.

Livestock development co-operatives should also be
organised in areas, where the Department of Livestock
and the National Security Command are doing intensive
work for the development of livestock.

The Co=-operative League of Thailand should be
strengthened and should be entrusted with the
responsibility of training the employees of the
Co-operatives as well as co-operative leaders.

Regional Training Centres should be established under
the auspices of the League for providing specialised
training to the managers of the rice mills, dairy
co-operatives, fishery co-operatives, etc.

The present limit of 5,000 baht on the contributions
from the Co-operatives to the League, should be
removed., :

As the Co-operative League of Thailand is the
spokesman of co-operative movement, it should

be associated in all matters relating to the
co~operatives.

The Governmment should give financial assistance to
the League to expand its activities.

A high pricrity should be given to organising co-
operatives in the Land Settlement Projects, which

are being organised by a number of departments.
Organisation of Cooperatives on the lines of those in

the Settlement Projects should form an integral part
of the Land Reforms programme from the very beginning.
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ANNEXURE ‘A’

Procedural details for introduction of crop loan system:

A.l The credit needs of cultivators fall 1nto three broad
Categories: .

a) Crop loans-mainly for financing current expenditure
in connection with raising of crops.

b) Medium~-term-- for meeting outlay relating to the
replacement and maintenance of wasting assets and for
capital investment designated to increase the output from
land. Such loans are generally repayable within periods
ranging from 3 to 5 years. They are sanctioned for such
purposes as purchase of agr1cu1tural machlnery, pair of
bullocks etec. '

c) Long—term -~ for capital'investments in agriculture
such. as sinking of tubewells, wells, land levelling,
bunding, terracing, purchase of tractors, power tillers
and other costly machinery including oil engines, electric
..motors and pumpeets, purchase of land and acquisition of
ownership rights in land, redemption of old debts etc.
Such loans are generally repayable over 5 to 15 years
and in exceptional cases, in 20 years, The distinction -
between medium=term and long-term loans for capital
investment is not so much on the basis of the purpose of .
the loan as the repaying capac1ty of the borrower,

A.2 The Bank may meet the requlrements of farmers for all

types of loans (S.T., M.T. & L.T.)* through its branches at Provincial
level by routing the funds through agricultural ooperatlve

Societies. It is cssential that the lending policies are deS1gned

to help production and at the same time ensure proper utlllsatlon

of moneys lent. In this context, it is important that the credit
needs of the agricultural producers are assessed on a ratlonal

basis, taking into account the quantum of outlay requlred for each
activity and their repaying capacity so that proper and efficient -
utilisation of the meagre resources is ensured.

¥ Shert-term, Med fum-term & Long—term



A.3 The “broad policies & procedures which should govern the
sanction of S.7., M.T. and L.T,; 1oans for agricultural productlon
pruposes are given below -

CROP LOANS (Short—term)

Scale of Finance :

A.4 The cultivators' requirements for crop loansimay be
classified into two categories : Those for meeting certain outlays
which can be met primarily in cash and those which can be disbursed
in kind such as improved Varletles of seeds, chemlcal fertlllsers,
pest1c1des, etc. v

A.5 The production needs of the farmers may be worked out by
f1x1ng crop—-wise per rai scale of finance, which would satisfactorily
meet the requirements of majority of cultlvators in the area. With'
a view to minimising the chances of mlsutlllsatlon it is desirable
to fix the scales of finance ' in terms of two components ¢ Component
'b' to be disbursed in kind i.e. 1mproved seads, fertlllsers,
pesticides, etc. For the above prupose, the scale of crop-wise
finance per rai may be decided by Cooperative Promotion Department
(cPD) in consultation with the Department of Agricultural Extension
(DAE) and the same be circulated well (six months) before the
beginning of the year to the financing 1nst1tutlons as well as to

the cooperatlve SOCletleS.

A.6 It may be added here that the component 'a' of the scale
of finance for each crop, which is to be dlsbursed in cash, is
intended to reflect broadly the probable outlay of the cultivators
in the area durlng the perlod 1t takes to grow the crop. It wquld,
interalia, include labour charges, which in the case of small ’
cultivators who have no need for hired labour, would serve to
finance their outlay on family consumptlon during the production
period and also additional cash eyPendlturp necessiated by the
adoption of improved practices such as use of fertlllserg,

pesticides etc.

n.7 At the traditional level of cultivatiom, such outlay is
found, by and large, not to exceed abcut one third of average value



of production per rai., Further, a ceiling mav be fixed on Wthh

an J.ndlv:Ldual member may borrow from the society for component 'a'.
This would have the affect of ignoring the credit requirements for
acreage above a particular limit., Thus, if a celllng is fixed at
say 3000 Bahts and the scale of 100 Bahts per rai in respect of .
component 'a' is applied uniformly, cultivators with-holdings upto
15 rai will get finance in the normal way i.e. at a flat rate of

100 Bahts per rai. Cultivators with holdlngs exceeding 15 rai eachui
would, however, be eligible to receive only 3000 Bahts each as.

cash component.

A.8 As the cultivators might be cultivating different crops,
it would be convenient if the different crops grown in the area are
grouped as there may not be any appreciable variation in the total
outlay requirements vis-a-vis the outlay worked out on the basis
of each crop. The crops myy be divided into two or three broad
groups for fixing the cash and kind components of the scale. For
cash crops and high yielding variety crop etc., the scales will
have to be fixed individually, as there are large varlatlons in
the outlays involved for such crops.

Kind Compopnent :

Component 'b' of the. scale-of “inance should he fixed with

reference to the quantum of fertlllsers and inputs which an

average cultivator in the area. uses but not exceeding that recommended
for each crop by the CH? and DAE. It is desirable to include in

the component ‘only chemlcal fertilisers, improved seceds, pesticides
and insecticides as a general rule. There is no harm in 1nclud1ng

in this component the expenses on crude 0il, mobile oil and
electricity. charges used for agrlcultural purposes.

A.9 The. component 'P' should ‘be disbursed in kind to the
cultivators by the society itself, in case it is functioning as a
distributing agent for fertlllsers pest1c1des etc. or through some
other agency or private dealers by suitable arraggements with them.
Another aspect which needs to be emphasized is that there should
not be any insistence on the lifting of component 'a' because any
threat of denial of credit in cash as a means of compelling a
cultivator to use fertilisers and insecticides may drive him away



from the cooperative fold or m.ke him hold back the repayment of
an earlier loan thereby not serving the interests of increasing -
agricultural production or those of the institutional credit. It
is only through persuasion and actual demonstration by the agricul-
tural extension agency that the desired charges in agricultural
practices dan - be brought about.

A.l1l0 g There should not be any difficulty if the cooperative
society itself stocks different varieties of fertilisers or is
organically linked for that purpose with some other agency or
society or private dealer who is entrusted with the responsibility
of handling the business of the area. The arrangement envisages
certain amount of coordination among all those concerned with the
supply and distribution of fertilisers.ard other inputs. :

A.11 ' The identification of areas, where the cultivators have
become increasingly fertiliser-conscious may be done in consultatlon
with the Department of Agricultural Extension (DAE) by the
Cooperative Promotion Department and a higher scale of,flnanCe nay
be laid down for such areas. |

L3

Determininq,of Size of Components .

2.12 The size of componencs 'a' and 'b' should be determined
with reference to both the actual needs for raising particular

crops and the repaying capacity generated by such outlay. Deter-
mination of the size of component 'b' should not present any
difficulty as it will include chemical fertilisers, improved
varieties of seeds, insecticides, Kerosene or diesel oil for running
o0il engines, power tillers, etc. elect icity charges for electric .
pumpsets. The size of component 'a' is however, to be determlned
with reference to the gross value of produce, without use of inputs
i,e. under tradltlona; level of cultivation: For practical purposes,
the component 'a' may be fixed at not exceeding 35% of the gress
value of produce ‘on the tradltlonal 1eve1 of cu1t1Vatlon.

T

(.3

Credlt Limit Statement 2

A.l13 On the ba51s of the scales of flnance laid down by the



CPD & DAE, the society should prepare a credit limit statement for
all its members, in triplicate (at least four months)before the
commencement of the year in the following proforma: :

- A. Scale of Finance for the year '(Amta in BHTS)
Name of the Cash ~ Kind - Total per . Value of gross’

crop © component..  component  rai produce per rai
per rai(a) per rai(b) o ' - ’

Irri- Un- Irri- Un- Irri- Un- Irri- Un~
gated irri- gated irri- gated irri- gated irri-

gated 'gatedwﬂ‘g ~.gated gated.

(a) High Yield varieties @

(1)
(2)
(3)
(4).

(b) oOther Varieties 2.

(1)
(2)
(3) -
(4)

(c)  Cash crops.

B. Credit limit statement (Short-term Aqrigqlﬁﬁfg;;éﬁrbqses)

. e
Sr. Name Name Total area Regquirement for first crop season
No. of of under ' '

. Crop Area sown Cash Kind Total

the the cultivation o ‘
i comp. Comp.
member group (Rais) L_E_£é£§l\v‘ ,p :p
with Irrie U , Irri~ Un- .
A/c rri= vn= gated irri-
gated irxrri- N
- No., _ ted  gated
1 2 3 4 5 7 8 > 10 ‘11

°

B W N o

°

contd. ..



Requirements for second crop scason Total reqqirement for both the-
Crop Areas in rais Cash Kind Total crop seasons

Irri- Un~ Comp. Comp. Cash Kind
gated irri- ' Comp. - Comp.
gated (col.9+15)  (Col.10+16)

12 13 14 15 16 17 - 18 19
Signatures or - M.C.L. fixed bv‘the society
Thumb impression Cash Kind Total
of the member Comp. Comp. {Col.21+22)

20 2] 22 23
A.14 The details particularly of the crops grown and the

acreage proposed under each crop by a member may be filled up in
consultation with him and his signatures/thumb impression obtained
thereon., It may be mentioned here that the credit limit statement
is only an indication of the extent of entitlement of an indjividual
or of the society but eligibility to actually draw on the limit will
arise only after the condition: specified for drawal are fulfilled.

A.l5 In oxder to ensure that fictitious areas (rais). are not
included in the credit limit statement, cach society should maintain

a register of lands of all members in the following forms:-

Reqister of Lands Cultivated by Members:

Sr. No. Name of Member Name of Village
with Father's/
Husband 's name

1 2 S 3

contd. LN



Area of land held by “the Membor (Réis)‘ Of.whi¢h éréa dﬁdex

Owned _Tenancy or lease Cultivation i
Survey No. Rais Survey Rais Total  Land Irri- Un- Total
etc. ’ No.etc. ‘rais . Tax gated irri-

' L co ' ' gated

Initial of the President ot

Officer Incharge of ooc1ety
12

A,.16 The above register should be prepared carefully with
reference to the local revenue records and verified periodically -
80 as to 1ncorporate all changes in the land holdings that mlght
have taken place durlng the period.

A.17 Equally important is the verification of the cropping
pattern indicated for each member in the statement. Since the
quantum of credit to a member under the Crop Loan system is a
function of two variables viz. area and scale of finance per crop,

a person may try to inflate his’ eligibility by showing a larger

area than he actually cultivates or by showing crops carrying higher
scale of finance when he”actually grows crops with a lower scale.

A.l8 Under the crop loan aystem the elxglblllty of an
individual for 5 loan depends upon the sizé of holding he cultlvates
and the kind of crops he grows and pot so much on whether he
cultivates that land as owner-cultivator or as tenant-cultxvator._
From the p01nt of identification of lands cultivated, there is no.
problem in case of owners or reglstered tenanta. The difficulty -
arises, howsver, in the case of unregistered tenants or oral lessees
and share-croppers. Where the member is arshare-croppers or tenant
and is in a position to indicate, though informally, the survey
number of the land proposed to be cultivated and the Managing
Committee of the soc;ety is prepared to certify the correctness of.
the statement and apply for a loan on his behalf, there would be
little difficulty in providing the finance provided to him as per



pPrescribed scales of finance, Where, however, the survey number
even informally cannot be indicated by a-member and the Managing
Committee is also not in a position to identify, if need be, the
piece of land cultivated by him, one has to go only by the statement
of the borrower. There are following ways in which such an oral
lessee or share=cropper can be helped:d

(i) He should be asked tc produce solvent surety/sureties of
one or two members who are owners of land or are registe.sed tenants.
The guarantees of the fellow members may be accepted only to the
extent to which they themselves are eligible for crop loans from

the soc1ety,

(ii) 4 He may be asked to provide collectorel tangible security
in the form of gold or silver ornaments sufflclent to cover the
loan, w1th prescrlbed margin. oo o om0

aA.19 With a view to facilitating easy verification and N
eliminating the p0551b~11ty of the same piece ‘of land" be;ng ‘showd
under different crops during the same season, a 51ngle ‘credit limit
statement should be prepared for the whole yéar and covering all
the crops grown by a member during a year and ncot separate state-
ments for different crope/ or seasons. In monocropped areas, no ..
dlfflculty is envisaged - in the preparation of the" urédlt limit
gtatement on the above basis. In double~croroed areas, there may
be some problems because at times it’ 4s difficult to know precisely
how much of the total land will be put by the cultivator under . .
crops durlng two scasons. Therefore, the entire land holdlng 0? ’
a cultivator may be treated as available for both crop scasons. The
credit eligibility of a member for cash coﬁponent a' may be

arrived at by:the approprlate scales of finance fixed by the
financing institution. ' Areas urider’ perennxal crops w111 requlre o
_speciah treatment and eligibility under < component 'a' should be

assessed separately for such crops. It may be added that the cash
component of loan per member fixed in this manner will be the cash
available to him for ecither &f the two peasonu., However, if the
borrower repays a portion of cash 1oan/s taken for one season on or
before the due date fixed for thit crop, he would be entitled to
receive corresponding amount in cash for the crops of other season
provided the amount of such- addltlonal cash loan/s is made repayable
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alongwith the kind loans drawn for the second season crop
cultivation on-or before the due date fixed for that. Of course,
the kind portion of first season crop loan will be repaid by the
due date fixed for that loan. As far as component 'b' is concerned,
the credit eligibility of each member may be worked out separately,
in respect of each of the two crops.,

Maximum Borrowing Power

A.20 Though the Crop Loan System envisages provision of credit
of members to meet their full production requirements in cash and
kind, it is necessary to see that theéir eligibility does not exceed
a particular limit called the 'individual ‘masxcimum borrow1ng power'.
This need arises due to fbllow1ng reasonss-

i) The individual maximum borrowing power helps to ration
the resources available with the: soc1ety/f1nanc¢ng
institution, preference being given to the small &
medlum cultivatorss. :

ii) The concentration of loans with a few blg farmers
is m1n1m1 sed i ‘

iii) A big cultivator would be able to meet at least a.
part of production outlays from his own resources.

a.21 It should be ensurec that the ceiling is not fixed at an

unduly low level so that the cultivators who wish to adopt improved
agrlcultural practices or to raise cash crops are handicapped. It

is suggested that the. ex1st1ng ceiling of 7000 Bhts. may be raised

to 12,000 Bhts in all cases. This limit should be exclusive of

borrowings which a ciiltivator may have to obtain for M.T. Agricul-
tural purposes. In due ccurse, depending upon availability of
resources, the total limit can be fixed at a hlgher level which
can be upto 20,000 Bhts in un-irrigated areas and 45,000 Bhts. in

rv1gated areas.

Apgllcatlon for a credit llmlu +0 the
financing 1nst1putlon (BAAC‘

A, 22 The credit llmit statement prepared for members will
indicate the aggregate of their credit needs. After the statement
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is prepared the Managing Commictee of the society may recommend

the amounts that may be sanctioned to members by indimting the
details in columns 21 and 22 of the credit limit statement. The
Managing Committee may then work out the disposable resources of

the society for lending and apply to the provincial branch of BAAC
(financing institution) for the balance. Alongwith this application,
the society should furnish its financial particulars such as
balance sheet, profit & loss a/c and a copy of the resolution of

the general body/Managing Committee for raising the requisite loan.

Sanction of Credit Limit

A.23 The Bank's inspector/supervisor should then scrutinise
the application with reference to the society's books and village
records to ensure that the details of the crops proposed to be
grown and the land holdings given therein are correct. He should
also give a report on the society's working, bringing out serious
irregularities, if any, the position of overdues and the action
initiated by the society against defaulters. The credit limit
statement alongwith the remarks and recommendations of the Chief
Executive Officer of the Bank should then be placed for consideration
of the Board/Executive Commlttee/Local Sub-committee of the Bank.
The bank may sanction separate. llmlts for each society as unders-

i) The limit under c>mponent 'a' fixed oeparately for
- both the season crops: : S '
'ii) Limits under the component 'b' fixed separately for
each season crops.

P

A.24  The termskand conditions of sanction together with a

copy of the credit limit statement as approved by the bank should
be sent to the society. The society may be allowed to draw against
this limit, as and vhen need ar~ses, in the form of a cash credlt

llmlt.

Pregaratlon of statement every year

: The responsiveness of the cultivators to- the use of
modern inputs and sophisticated techniques of cultivation is growing

fast and consequently, the scales of finance fixed for one year
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may well prove inadequate for the subsequent year particularly when
the figation of component 'b' is with reference to average dd3@ of
fertilisers prevalent in the area and not the optimum dgge¢ '
recommended by ‘the Department of Agriculture Extension. Further, the
new investment proposed by cultivator in land necessitates a change
in the crcopping pattern, if the investment is to vield a return
sufficient to repay the loan over the stipulated period. In
addition, there also may be some new members, whose names are
required to be included and the names of those who cease to be
members for one reason or the other, their names to be excluded.
Therefore, it is important to prepare the credit limits each year
well in advance of the agricultural season. At the same time, one
is to make allowance for administrative shortcomings in ensuring that
the cultivators who repaid their dues for the previous year obtain '
fresh finance at the time they need. Therefore, the society may - -
allow a member to avail himself of 50% of cash component and even
100% of klnd portlon of limit sanctloned in the previous year
pending revision of" his credit limit statement. It follows that
the bank should also allow drawals to a society on the limit
sanctioned in the previous year pending receipt of revised statement
and its ganetion. The drawals should not be permitted in case of
defaulter members., However, if a society has repaid at least 50%
of the demand it may be alloweq drawal for financing non-defaulter

and new members. .-

llgiblllty for operatlonu on the 11m1t

A.26° Th@ apprOVal to ;he'bredlt 1*m1t statement by the bank
sifnifies the upper limit upto which an individual may" borrow from
his Soc1ety and in turn, the society may borrow from the bank
during the forth-coming year. -The actual drawals on limits should
be subject to an individual member establlshlng his eligibility

with the society and the latter with the bank. The 1nd1v1dua1

may be allowed to borrow upto the limit sanctioned to him provided
he (i) is not a defaulter (ii) holds shares in the society in the
prescribed ratio (iii) has furnished adequate security to the
soc1ety and (1v) has executed necessaty -documents e. g. pronote etc.
The~ oOC1ety may be allowed to operate-on the sanctioned limit
provided -it (i) has repaid to the bank to the extent of at least the



minimum proportion of the deme.ad flxed (ii) executes necegsary
documents e.g. pronote etc.

AL 27 On an application from the soc1ety in the’ follow1ng form

for drawal of a cash loan on be#alf of members indicated in the
list, the amount may be advanced to the}authorlsed office bearers.

Drawal”AéElicatioh

A.28 "We hereby request that we may be permitted to draw a
sum of BHTs on Behalf of our members as shown below
against the cash loan limit of BHTs - sanctioned to . us

for 19. vide credit limit statement Nos. __ dated

We certify that none of these members is in default to the society
in respect of any loan taken from the society. The outstandings
against us of previous borrowings are BHTsS . . The
drawal applied for is within the sanctioned limit. |

Signature of President/Officer
incharge

Sr.” Name of the member Limit sanctioned Outstanding Balance

No. with Father's/ i as on date against
et T + 2
husband's name & Cash Kind Total against the limit
name of village - limit.
1 2 3 4 5 6 7
Amount applied for Signature or - ' Amount sanctioned

thumb impression ‘nby‘the bank.
of members - R

g8 9 0 - 11 e 12

Cash Kind Total
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A.29 In allowing disbursement the concerned official/s of the
bank should satisfy that the ar unt indicated ..or drawal against
each member is hot more than what is given in the credit limit
statement approved by the bank. A statement showing disbursement

of the amounts actually drawn by the borrowers together with their
signatures in the following proforma should be submitted to the bank
within 2 weeks of such disbursement.

A,30 ' Disbursement statement

Name of the Society:
Amount drawn from the bank BTS ' - -

Sr. Name of the Amount of Loan Loan disbursed = Signature
No. member with sanctioned & Date Amount  or thumb
Father's/ drawn from bank ' ' impression
husband's name o ~ of member
and name of -
_illage _ -
1 2 3 4 5. 6

Signature of President

A.31 The disbursement statement should be verified with the demand
list submitted at the time of drawl of loan from the bank to ensure
that (a) the amounts have been actually. advanced to those for whom
they were intended (b) the society has not diverted the amounts
towards its own activities such as fertiliser business, payment of -
instalment of godown loan and (c) the amounts have not been used by
the 3001ety for repaying another loan due to the bank or for re=
payment of a temporary deposit obtained for~ the" ourpose of repaying
a loan to the bank earlier. In case of dlucrepancy, if any, the =
society may be asked to give reaoons. :

A.32  The operatlons on component(b) of the llmlt may be. allowed
as under:c- ; L ‘

Where the Primay Agricultural Society is‘alsovdistributingiv.
fertilisers, the society willi;itself supply the required quantities
to the members by obtaining their loah accounts and crediting the
account ‘Borrowings from the Bank'.
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A.33 Security for short-term loans

The Crop Loans are essentially need-based and production
oriented and not security oriented. Therefore, a cultivator's
eligibility for loan and its size are determined not with reference’
to the value of land or any tanglble security but on the ba51s of
the size of “the holding he cultivates and crops he grows. The re-
payment of loan is expected out of sale proceeds of crops raised.
The insistence on security of mortgage of land is likely to create
difficulties to the borrowers. Firstly, the procedure and for-
malities which an execution of mortgage involves are generally time
consuming and elaborate. Secondly,_ it may handicap a borrower in
raising medium or long term loans for which mortgage of land is
normally insisted upon. Thirdly., a large number of cultivators
would be deprived of loans because of their inability to provide
mortgage security. The most convenient security from the point of
view of both the lending agency and borrowers is the charge created
by the mere declaration in favour of the Coop. Society on the
identifiable right or interest of a cultivator in the land cultl—
vated by him either owner or a tenant or lessee.

A.34 Though personal surety/suretles supplemented by the statutory
charge on land would be adequate security for S.T. Credit, other
forms of securlty might also be accepted in cases where cultivators
are unable to create a charge on land for any reason.

Seasonalitv_in disbursement and recovery

A,.35 It is necessary to observe seasonality in regard to both
disbursement and recovery of loans sc as to broadly synchronize them
with the cultivation and harvesting seasons of important crops grown
in the area. No difficulty is likely to be experienced in observing
seasonality in regard to disbursement of component 'b'. . If arrange-
ments for supply of fertilisers are satisfactory, a cultivator would
like to take the required quantity of fertilisers at a time convenlent
to hlm.. Fertilisers doses are often applied at- suitable intervals.
Therefore, drawals on limits for 'b' component may be allowed a few.
months before and after the sowing of seeds. However, so far as
component 'a' is concerned, it may be allowed in entirely at the
beginning of the cultivation Season as it is really in the nature

of 'ways and meahs' accommodation to the borrower. The repayment
ofcomponents 'a' and 'b' may be so fixed that the period of loans
does not exceed 12 months from the date of first drawal whether of

component - 'a' or 'b',
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Seasonality is also necessary for the recovery cf loans and for

this purpose the due date may be so fixed that it is not too distant
from the harvesting season and at the same tine, a reasonable time
is allowed to cultivators to dispose of their produce during the
marketing season.

A.36 Cash credit arrangements may be adopted for some crops which
require a period of 12 months or more to mature or crops where
expenditure does not exactly follow the seasonal pattern: and the -
yield is received throughout the year at short intervals of say 45
to 60 days. In former case, when the cultivator spends on a partl-
cular crop during the year, he would also earn income from either
the same crop or from previous year's crop durirng the per;od undexr
con81deratlon and it is only the difference between incomé and -
expenditure that the cash credit limit is supposed tomeet. The
Coop. Society may permit drawals on limit for meeting expenditure .
on items such as fertilisers, oil for 0il engine electricity charges,
irrigation dues, payment of land revenues etc. At the same time,
the member is expected to repay his dues taken by him previously
from the sale proceeds of crop which is sold during the current year.

A.37 In the latter case, during peak season, the borrower- should
bring down the outstandings in the cash credit account and in fact
should be able to show even a credit balance in the account. A cash
credit limit equivalent to the value of two pluckings would be:
adequate in case of owners of coconut plantations.

A.38  If the banks are financing the cultivation of sugar-cane on
the basis that repayments would be forthcoming only out of the sale
proceeds. of crop financed and not with reference to -income and
expendlture during the period of 12 months, there will be problems
in transition to the cash credit svstem and these have to be tackled
specially. y

Llnklnq of Credit with Marketing

A.39 Another essential feature of the Crop Loan System is that
loans advanced by a Coop. Society to an individual for raising
crops are recovered out of sale proceeds of such crops. It is,
therefore, necessary to ensure that the sales are effected through
the society itself or an agency with which the Coop. .Society is
linked. It is expected that every ‘borrower from an agricultural
Coop. Society sells h1s produce through the Soc1ety itself.
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ANNEXURE 'B'

PROCUREMENT AND )S“LE, OF CHEMICAL, FERTILISERS

B.1 At present about 90% of the chemical fertilisers are 1mnorted
in Thailand and these are mostiy distributed by the private sector.
Co-operatives hardly handle about 10% of fextilisers distribution
work. Generally the merchants based in Bangkok distribute fertili-
sers in the provinces by trucks, where it is usually sold on credit
at a high rate of interest. There is no price control on ferti-
lisers and therefore, there are wide fluutuanlons in their prices
dependlng upon the availability of stocks. the co-operative
sector there is Agricultural Cooperatlve Fcaeratlon of ‘Thailand
(ACFT) at the national level to which Federations at the State level
are affiliated. The National level Federation (ACFT) 1mports about
10% fertilisers and some fertiliser is alsc now being meorte& by’
the Marketing Organisation of Farmers (MCF). The provincial level
Federations are mainly undertaking processing activities. * The MOF
is distributing fertilisers through Farmers' As sociations. For the
successful implementation cf the Cron Loan System it is very
essential that there should be a system of procurement and sale of
chemical fertilisers so that these are always available at reasonable
prices and the Cooperatives are involved consgiderably in the work

of distribution of fertilisers. For this purpose, the first step
should be to merge the farmers associations and cooperanlves in the
Thailand.. = '

B.2 A scheme may be prepared on the following lines in order to
handle the distribution of fertilisers on sound business principleé*
through the cooperatives which would also be the financing insti-
tutions for providing credit to the farmers. To begin with, the
enire imported fertilisers business may be handled by the MOF and

a part of this distributed through ACFT. The ACFT may fix pocl
issue price for- the country as a whole after accounting for all
types of expenditure involved. The fertilisers di trlbutlon bu51ness
may be conducted by ACFT through Provincial Federations who nay

work as whole~-salers.  The total monthwise requirements for the’year
may be worked out. by the ACFT well in advance and buffer stocks may
be kept at: the provincial level federations. The ACFT may make the
stocks available to the provincial federations-at the pool issue
price including freight paid etc. upto the nearest point of storage.
The Provincial Federations may appoint Cooperative €redit Societies
as their Sub-agents for retail sale and they may be allowed some
reasonable margin of profit. Wherever the agricultural cooperative
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society is not prepared to work as sub~depot, the whole-saler or
the provincial federation may a; »oint any other cooperative society
‘in the area affiliated to the provincial federation to take up the
work of sub-depot in the area. Under this system the Provincial
Federations working as whole-saler and Agricultural Cooperative
Societies working as Sub-depots may be supplied fertilisers on cash
- payment. The Provincial Federates and Agricultural Coop. Societies
may be allowed to avail of the cash credit limits from BAAC for the
purchase of fertilisers. The Provincial Federation will purchase
the fertilisers and pass them on to Agricultural Societis. The
proceeds of the bills on account of supply of fertilisers will be
collected by the Federation through the Bank. '

B.3 The functions of the wholesale agent (Provincial Federate)
would be to continue to receive and stock, if necessary, fertilisers
for all the Sub—depots. In addition, it may also undertake retail
sale where necessary. The Sub-depots would sell in retail ferti-
lisers supplied to them by the wholesale agent.. :

B.4 The Whole—sale—agent/Sub—depots, may appoint salesmen of
requisite qualifications and experience duly prescribed by the Co~
operative Promotion Department. Each salesman may be required to
furnish a cash security or in lieu thereof tangible security.

FINANCIAL ARRANGEMENT BETWEEN ACFT AND PROVINCIAL FEDERATIONS

B.5 The CFT will purchase f rtilisers from different sources.
The fertilisers so purchased would be sold to the Provincial
Federations on cash. The Provincial Federations would assess thelr
financial requirements for the purchase of fertilisers. The
Commercial Banks/BAAC's branch operating in the area, would sanctlon
a cash credit limit against the pledge of stocks of fertilisers. - =~
The finances against such limits should be available to the extent
of 90% of the value of such stocks. The Banks would be competent

to reduce or increase the margin of 10% with the approval of the
Cooperative Promotion Department. The Bills on account of supply

of fertilisers to the whole-sale agents shall be negotiated through
the Banks. The commercial banks/BAAC's branch would present the
same to the wholesaler concerned for acceptance. The proceeds of
the bills along with the interest and negotiation charges, would

be collected from the whole-sale agent in cash or debit to the
fertiliser cash credit account. The concerned bank would keep
sufficient funds to remit the proceeds of the bills immediately on .
acceptance by debit to the fertiliser cash credit account of the
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society. The proceeds of the bills would be remitted by the Bank
concerned to the Federation direct the following day. In case of
non~accpetance of the bills, the Bank shall inrtorm the Federation
immediately. The stocks of fertilisers with the wholesale agents
shall be kept in the joint custody of the Bank and the wholesaler
-concerned. The stocks at no time shall be less than loan outstanding
against the agent concerned after providing for the margin money.

B.6 The bill to be negotiatéd through the Bank would comprise
of the basic price of fertilisers and the share of distribution
margin meant for the Provincial Federation.

FINANCIAL ARRANGEMENT S BETWEEN THE PROVINCIAL FEDERATIONS AND
AGRICULTURAL SOCIETY , : :

B.7 The fertiliser would be sold to Sub-depots on cash. Some
of the Sub-depots may be in a position to invest their own money
in the purchase of fertilisers. In such a case, they may not need
any credit from any Bank. In other cases, the societies running
sub-depots will be sanctioned cash credit against hypothecation of
stocks of fertilisers and finances against such limits would be
available to the extent of 75% of the value of such stocks. The
value of the fertilisers issued as kind loan shall be treated as
cash receipt and this would only happen if the fertiliser has
actually been delivered tc the loanees. ‘

B.8 " The price to be charged from a Sub-depc® shall comprise ofi-
a) Price paid by the Provincial Federation to the ACFT.

b) Share of distribution margin reserved for Provincial
Federations.

PROCEDURE FOR OBTAINING FINANCIAL ACCOMMODATION

B.9 A Provincial Federation desirous of obtaining credit limit
from a Bank may put up its application for grant of limit accompanied
by the following documents to the branch of the concerned Bank:

a) The latest audited balance sheet, Trading account &
Profit and loss account of the society.

b) The latest proforma balance sheet, profit & loss account
along with the trading account.

¢) Receipts & payment statement for the last 12 months.
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d) a summary of financial turn over and turn over of stocks
during the past two ' sars in the cor acdity for which the
limit is asked for. ’ :

e) A statement of stock position as on the date of application.

£) Copy of the resolution passed by the Board of Directors
of the borrowing DOC¢ety resolving to borrow the amount
~applied for.

B.10 The Branch Manager will forward the application of the
society to the Head Office with this report. He may visit the
society to form a judgement about the business efficiently and
integrity of the party and shall have an access to the books and
accounts of the society and verify the stocks of fertilisers under
its control. He will make his report to enable the Manager to make
his final recommendations for sanction of limit and the terms and
conditions on which the limit may be sanctioned by the Bank to the
society. The Bank should satisfy itself that the limit is utilised
for the purpose for which it is intended i.e. drawals are made for
making payments for goods which can be shown as security for borrows
ings and sale proceeds are credited to the loan account and that
the outstandings are fully covered by the stocks subject to the
prescribed margin:

a) The borrowing. society shall submit to the Lending Bank
a receipt & payment statement and assets & liabilities
statement at monthly intervals. These statements shall
reveal the extent of utilisation of the limit; the
p051tlon of business & monthly cover position.

b) The Provincial Federations shall submit statements to
the Bank which will supplement the financial statements.
The statement shall give the posgition of purchases, sales
during the month and the closing balance of stocks.

c) The financing Bank's sign board will be fastened at a
prominent place on the godown.

d) All the godowns containing stocks pledged shall be looked
with locks bearing the name of the Bank concerned. The
‘keys of the godowns shall not be delivered to the :
borrowers. The receipt & delivery of stocks shall be
done by an official of the Bank and keys shall be
deposited every time at the Bank after taking or
giving delivery of stocks.
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e} The delivery orders shall be issued by the Bank only
~on receipt of a requisition signed by the authorised
persons specifying therein quantity and gquality of the
goods from a specified godown. The goods shall be re-
leased to the authorised persons of the Society against
the delivery order.

B.l1 'Proper documents shall be obtained at the time of first
sanction of limit and subsequent renewal of limits by the Bank. Fer
pledge advances, the following documents shall be obtained:~

- a) Demand Promissory Note.
b) Pledge agreement.
c) Letter of continuity
d) Security delivery letter.
e) Delivery Order. .

B.12 The concerned Bank may’ malntaln the follOW1ng reglsters°

a) Cash Credit applluaulon and sanction Register.
b) Documents of Register. :
“7" <) Drawing Power Register.
~ d) Stock Register.
e) Market Price Recwster.
f) Inspection Register.
- g) Key Movement Register.

FERTILISERSE RISK FUND ' -

B.13 . The Federation (ACFT) shall create a Risk Fund to meet the
losses arising out of theft, burglary, fire and flood, etc. The
Provincial Federations shall contribute @ 1 Bht. per tonne on sale
of fertilisers to them till such time as may be considered necessary
by the ACFT. The proceeds and the fund shall be deposited monthly
by the ACFT in an account to be maintained with the BAAC. The
interest accrued on the account shall be credited to this account.
The drawals from the account shall be made by the ACFT with the
approval of the Coop. Promotion Department. The Provincial Federations
availing cash credit limits from the Banks and contributing to the
fund, shall be compemnsated Zor the losses accured to them provided
it is proved that the incidence of loss was beyond the control of
the Federations. The compensation, if any, shall be paid to the
financing bank for being credited to the Cash Credit Account of
the Federation or paid in cash to the Federation if not indebted

to the Bank.
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B.14 The distribution margins on sales made by agricultural co-
operatives and provincial federations may be fixed suitably in
consultation with the Departmenc of Agricultural Extension and
Cooperative Promotion Department.

PROMOTION ACTIVITIES

B.15 The ACFT shall review the position of sale of fertiliser
each year and accordingly frame a scheme to promote sale of
fertilisers in the country.

INDENTING

B.16 Each year the Provincial Federations shall determine well
- in advance in consultation with the local officers of the Department
of Agricultural Extension and the Coopecrative Promotion Department
the requirements of the various kinds of fertilisers for the next
year. These requirements (month-wise) shall be passed on to the
ACFT. These requirements, however, may be reviewed by the ACFT and
Provincial Federations from time to time and if necessary the
adjustments be made accordingly.

B.17 The ACFT shall take necessary steps for the procurement of
fertilisers from different sources and shall maintain the record
of indents placed with the suppliers under intimation to the
Provincial Federations.

SUPPLIES

B.18 The Provincial Federations shall not refuse to take delivery
of stocks once indented for them. Any loss arising due to refusal

to take delivery of stocks by way of long storage, freight by Road/
Wharfage etc. shall be payable by the concerned Provincial Federation.

B.19 The societies holding stocks at provincial federation and
society level shall be responsible to make good losses out of their
own resources.

B.20 There may be cases where fertilisers may be supplied out of
season beyond the indent and Frovincial Federations may have to
store these for a long time. In such a case, the federates would
be entitled to interest and storage rebate for a period of retention
over 3 months.

RETAIL SALE

B.21 All sales of fertilisers from federations and societies shall
be on cash or in the form of kind loan at retail rates fixed by the
ACFT from time to time. There should be no credit sales.



RECONCILIATION OF ACCOUNTS

B.22 The ACFT should maintain accounts in rcspect of each Pro-.
vincial Federation at the Head Office. There should be an annual
reconciliation of accounts particularly in respect of debits raised
and recovery made from the Federations. Such reconciliation of '
accounts would also be needed between the Provincial Federations
and the Agricultural Societies.
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ANMEXURE 'C!

ADMINISTRATIVE RULES FOR A COMMON CADRE OF EMPLOYEES

C.1l ' The Agricultural Cooperative Federation of Thailand and the
Provincial Federations affiliated to it may frame Administrative
Rules governing the service conditions of their employees. - The Chlef '
Executives and the intermediary level Officers of the Provihcial =~
Federations should be borne on the cadre of Agricultural Cooperative
Federation of Thailand (ACFT). Similarly the Chief Erecutive and
the rmain: book-keeper at the level of the Primary Agricultural Credit
Societies should be borne on the cadre of the Provincial Federations.
The rules sc framed by the ACFT should be based on the statute
applicable to the Cooperatives in the Country. The Cooperative .
Societies Act will have to be amended for this purpose. These rules
should broadly provide for the following:~ ' : '

AUTHORITY TO IMPLEMENT THESE RULES

1. A sub-committee of the Board of Directors of ACFT/Provincial
Federations may be authorised to implement the varlous provisgions
of the rules.

2 : Qualifications and security

The Board of Dlrcttors of the concerned Institution should
be competent to frame and revise the qualifications with the prior
approval of the Cooperative Department.

3. - Financial Liability

Salary for the period of duty including all allowances,
leave salary, Provident Fund, Gratulty, Bonus etc. should be oald
by the Provincial Federations provided that the Provincial Eederation
may require a Primary Coop. Credit Society, covered by these rules,
to contribute to a Common Cadre Fund at such rates as may be deter-
mined by the Board of Directors of the onv“nc1al Federation with
the prior approval of the CPD. The pay and ‘allowances of the
employees of the ACFT working with -the Provincial Federations may,
however, be paid directly by the Ppovincial Feder@tions. The ACFT
may get contributions from the Provincial Federations to meet these
costs. The ACFT may contribute to the Common Cadre Fund at such
rate as may be approved by it to meet the deficit in the fund, if
any, at the level of Provincial Federations.



4. Appointing authority

The Chief Executive Officer of the ACFT and the Provincial
Federations shoulcd be made competent to make appointments for the
posts carrying initial pay upto a reasonable limit. The Boards of
Directors of the respective Cooperative Institutions may be the
appointing authorities fovhigher categories of staft.

5. General conditions relating to appointment |

The appointments may be made by way of direct recruitment,
: by promotees or by transfer from other Institutions in a fixed
ratio so that due representation-is avallable both for promotion
and direct recruits. '

6. Appointments by direct recruitment

All direct appointments should be made after proper advertise-
ment q:‘by following the prescribed procedures. :

7. °  Screening of existing stafif

The employees now working with the Primary Agril. Credit
Societies and the Provincial Federations at the time of commencement
of the rules may be brought on the Cadre of the respective Insti-
tutions after selection by the concerned institution.

8. Promotion of cadre staff

An integrated Seniority List of all the staff working with
the Primary Agril. Credit Societies eligible for promotion to higher
posts should be prepared by the Provincial Federations. Similar
1ntegrated seniority list of the staff ellglble for promotion to
“higher posts in the ACFT should be prepared by the ACFT. The pro-
motions should be on the basis of seniority-cum-merit. .

9. Training and examination

Bach employee deputed for training should be asked to execute
an agreement bond to serve the concerned institution atleast for
a period of three vears from the date of successful completion of
the training failing which he would be liable to pay the expenses
incurred by the Institution on his tralnlnc. :
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10. Record of Service and lien

The record of service of each employee should be kept in a
Service Book. The confidential reports for each year should be
recorded by the prescribed authority. :

1l. Fixation of Scniority

Seniority of employees, who are already in regular service
of the institution on the date on which the rules come into force,
should be determined according to the date of joining in the category
of the post. '

12. Posting and transfers

The Chief Executive Officer of the concerned 1'nstituvt:i.on
should be competent to transfer any employee to any branch of the
Cooperative Instltutlnn and v1ce-—versa° ‘ '

13. Resignation

No employee other than an adhoc employee may He allowed to
resign a post unless he has given 30 days clear notice orx salary
in lieu thereof. =

1l4.  The rules also contain provisions regardings-

1. Pay scales for various categorlcs of employeco.'
2. Dearness Allowance. - g
3. Travelling Allowance.

4. Provident Fund.

5. Medical reimbursement.
6. Ex~gratia payments.

7. Gratuity.

8. House rent allowance.

9. Conveyance allowance.

10. Compensatory allowance.

1l. Over-time allowance.

12. Uniforms and liveries etc.

5. Leave and ijoining time:

1. Kinds of leave.

2. Authorities empowered to grant leave.

3. Power to refuse leave or recall of an employee.
4. Lapse of leave on cessation of service.

5. Earned leave.
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6. Casual leave.
7. Sick leave.
8. Extra ordinary leave.
9. Maternity leave.

16. (i) Punishments and misconduct and appeals thereagainst

In case of major punishment such as dismissal, barring of
promotion to the higher grade or post, reversion to a lower grade
or post, with holding of one or more increments with or without
cumulative effect may be provided in the rules.

17. Penalities for minor misconduct

For minor misconduct, warning or censure or with holding of
one or more increments for a specific period; demotion to a lower
post or grade for a specified period or to a lower stage, recovery
from pay or security of any pecuniary loss caused to the Institution
by the employee may be provided. '

18.  Pf6cedure to be adopted -

No penalty shall be imposed on any employee unless the charge
on which it is proposed to take disciplinary action against him has
been communicated to him in writing and he has been given reasonable
opportunity of showing cause against the action proposed to be taken
against him. : ~

19. Suspension.
20. Appeals.
21. Termination of employment, retrenchment or reversion.

22. Compensation in case of death of an emplovee while in service.



ANNEXURE "Dw
RICE FARMING IN THAILAND AND SELECTED CCUITRIES
1971-73
""""""""""""""""""" {w&“x e a Harvested E A v e r a g e ¥ i e 1
I i
Country TIETY 2515 7516 ; 2517 2E15 7516
1971 1972 1973 1971 1972 1973
1,000 rai Kg. per rai
Thailand 44,247 42,375 48,394 310 293 . e
Burma 29,775 28, 300 30, 694 275 260
Fed. Malaysia 4,438 4,781 5,031 408 385
Pailippines 20, 288 20,644 22,431 251 | 237
China 217,206 F 210,888 F 217,219 F 502 494
Japan 16, 860 16,500 16, 375 839 936
U.S.4 4,600 4,600 5, 488 846 842
Brazil 28,775 30,131 30,625 221 260 243
India 235,988 225,119 231,250 274 . 257 292
Pakistan 3,100 9,263 9,450 373 376 386
Bangladesh 58,113 60,188 62, 219 256 - 251 294
Indonesia 51,388 49,89 4 53,550 363 361 379
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Source : Agricultural Statistics of Thailandg, Crop
Year 1974-75.

Division of Agricultural Economics.

Office of the Under Secretary
Ministry of Agri. & Cooperation
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ANNEXURE #D-IH

RICE : TOTAL PLANTED ARBA 1962-1972

T e S o P T VD S B VTt WS Wyn Tt W WM TS T R AR G M Fiam At Gmm R L SN Wk WYD WS S mAR S SRS M i ST Gl U T e FERA i e e L ST S

Total Planted Area

Jear (in 1,000 rai)
1962  48,479.6
1963 51,979.1
1964 52,684.5
1965 54,574.0
1966 | 63, 401. 4
1967 58,865.6
1068 66,649.4
1969 © 66,667.3
1970 79,870.7
1971 80, 073.1

1972 83,249.5

FIh B e e B e A W TR L W% A S AR CER A e Wis TA G WM P W WA et M TS % MRS KE AR T WA e M W S el S A WA e T M e A e G0 AT
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ANNEXURE "Ew

TOTIL, AREA FLANTED IAND YIELDS OF MAJOR CROPS

RICE MAIZE ' SUGARCANE CRSSAVA

Area T Average Arca Average Area Average Aren Average
o #Manted vVield Plznted Yiela Planted Yield Planted ; Yield
R 1,000  Kg.per 1,000 Kg.per 1,000 tems per 1,020

rai ral rai rai rai rai rai
1962/63 41,168 267 2,050 325 636 - 5.0 767
1963/64 41,299 281 2,612 328 $32 5.1 875
1564765 40,872 278 3,448 271 1,014 5.0 656
1965/66 40,961 268 3,605 283 883 5.1 637
1966/67 44, 454 257 4,083 275 778 4.9 814
1967/68 41,612 231 4,138 318 935 4.8 . 880
1968/69 45,173 229 4,193 360 1,137 5.2 1,066
1969/7C 47, 400 283 4,248 400 739 6.9 1,123
1870/71 46,840 290 5,180 374 862 7.6 1, 403
1971/72 47,043 292 6, 368 361 872 €.8 1,334
1972/73 44,620 262 6,231 211 1,133 8.4 2,033
1973/74 50,232 276 6,839 343 1,616 8.3 2,674

S S M i e S o A e T e 417 7 748 £ e 0 et i oy St T 0 o S i S S . i o o < P S B T AR N N (s M R A8 e Gt Y i S Wt W ot ot e e e i e w0 e s 5 e e w1 o e s Yo i oot oy v -
- - o - — “ - -
. caov E
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ANNEXURE “Fw

RICE : AREA, PRODUCTION (PADDY) AND FARM VALUE

TR VL Ch G o et T NAD N G A M Gy S S G W S P D SO T W G RS e s (A SR D b N s S U TS Sl S e RS SN i S S S NS YA W et SEMD e e xS S . D S G et S o

(1) From area plantcd.

1962-1974
Harve§ted Ayerage
crop vesrs  RIgRin Weld ) promccion
Rai) -
A.D. | 1,000 rai Kg.Per rai 1,000 tons
1962/63 38,696 267 10,992
1963/64 39, 715 281 11,585
1964/65 37,316 278 11,362
1965/66 37, 247 268 10,578
1966/67 43,759 257 11,947
1967/68 36, 296 231 9,625
1568/69 39, 602 229 10, 348
1969/70 45,370 283 13, 410
1970/71 42,839 290 13,570
1971/72 44,347 202 13, 744
1972/73 42, 375 270 12, 413
1973/74 48,394 285 14,8938
1974/75 45,833 268 13,386
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-~ 31 - ANNEXURE 'G’*
FINANCIAL STATEMENT IN RESPECT OF VARIOQUS CATEGOQIES
QF_CO-OPERATIVES FOR THE YEAR 1975~76
. Type of Societies No. of No. of Business Operations ;

: Socs. menbers Credit Input Supply: Marketing Services
SR ¢ R z) ______3) (4)_ R 2 | D S 2 N
Agricultural ¢ Loouekayrve : . - - -

Village Cooperative 25 ©39 579,100.~- - - -
Special form Cooperative - - - - - -
Agriculiural Cooperative 5E9 463,595 1,322,762,332.27 - 326,074,727,06  492,835,533,07 5,188,350,.06
Fisheries Coowerative 4 501 - 507,733.40 - -
Land Settlement Coon. EQ 29,808 16,615,500.~ ~10,034,356.28 6,536,805.02 893,846.76
Consumer. Cocnerative 115 214,29 . - , 914,264 ,325.24 - -
Béfvice Cooperative 45 16,883 91,000.~ 7.,413,596.09 1,016,001.75 840,451.60
o . _ _ (Saviﬁg Account) (Fixed Deposit)
Thrift & Credit Coop. 147 316,826 1,698,992,532,~ 1,724,770,50 118,745,893.70 38,434 ,274.70
: : : 9(Juiy)
Federations _20 __ 918/1.908 33,010,661.12  155,699,816.30  235,604,309.94 _ 5,566,283.00
Net Profit Net _Loss
Ho, of Amount (Bht) No. of Amount (Bht) Working Capital Owned Fund
Soc,. Soc. ‘
A8 (9} __..410) (11)__ SN 3 NS ¢ =) MU
17 74 ,000,37 9 S
17 74,000, 37 S 253,005,03 2,547,746.64 311,451.86
454 52,935,721.07 82 7,317,512.42 2,853,425,998.95 - 683,019,320.09
3 7,912.06 1 13,485.76 1,093,205.52 77,665.71
341 2,247 ,427.75 2 431,451.48 881,803,507.91 32,296,223.43
86 39,896,924,45 20 1,107,598.13 242,168,463.42° 110,721,566.56
10 1,532,682.57 8 144,358.78 147,280,919.92 12,281,522.68
147 115,022,426.85 - - 1,412,799,308.69 1,287,476,794.97
6 1,087,970.25 6 42,078,182.92 484,456,906.67 . .6.222,254.98
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ANNEXURE “G-I“

PR OF = AGRICULTURAL COOPERATIVES FROM 196¢7..74
> —— - e M = s eae W A Sen S W SY MR S G Beh 47 1w e o QR TR Vo e e e SR AR R e S G e GUD TR Wt M A R W v W M s b v . o (B4 Y v ot B i v - r. ______________________________
Year Ro.of No,of Working Fund of Current__Volume of Eusinigs ! Income Expenses Net
societies membership Capital Their ovm Fund | Lending Parcli- Marke- (Loss)
oo b _asing cing | Profit__
1968 10, 09¢ 256,886 548,49 1581.93 70.41 395.98 0.C5 1E9.32 632.62 28.64 13.1¢
19665 6,464 226,338 616,78 209.25 186,50 469.82 0.57 135.84 67.67 32.77 15.29
1970 +,91C 226,326 684.557 254,85 | 228,45 521.84 4.05 152.68 73.25 33.01 20,12
1971 962 306,978 :827.82 302.47 316.04 628.87 12,28 135.02 68.25 32.33 18,25
1972 74% 299, 305 1,062.33 381.77 376.96 305.58 63.41 150,19 155.63 124.20 28.16
1973 768 337,863 | 1,047.87 396.11 357.51 801.81 27.25 112,79 160.92 122.90 39.29

1974 62] 331,962 1,351.47 506.98 446.71 954,54 83.53 238.82 351.69 290.88 62,26

R TS L VA TS W Y P M S S e A S A G/ T A 02 SO D R s FU SN e L AR A T U e iy Nkt BOP T wmod s M M VS i il st R A= @S mon oy A . € dmen o > < A NE T T SU 4 o . o 1o e e N OV s ey WA et Y b 3R S i Gt s e 400 B St o G " A" W st i ey S o W
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'G-IT'!

PROGRESS OF FISHERY COOPERATIVES FROM 1968-74
1

| -

Unit: Million Baht

Yecar No. of No. of Working Fund of Current _ _ Volume of Business ! Income Expenses Net (Loss)
socs. member- Capital Their Own Fund Lending Purchasing Marketing Profit
ship
1968 3 799 - - (055) - - - - - -
1569 3 799 - - (0.62) - - - - - -

570 3 79S 8.92 (0057) (C.56) 4. 25 Co- 0.21 - - 0.00
171 3 801 4.96 (0.54)  (0.65) a.28 - c.21 c.14  0.08 0.02
1972 3 809 4.97 (5.52) (0.62) 4.28 . - 0.23 0.16 0.08 (0.04)
1873 3 815 5.0C (0.59)  (0.62) 432 - 0.27 0.04 0.08 (1.70)
1374 2 425 .01 (2.28) (z.31) 2.30 - 4 0.37 - (1.62) ¢g.08 (1.04)
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ANNEXURE “Hv

' PROGRESS OF LAND COLONISATION COOPERATIVES FRCI 1968-74

Unit @ Million Bzht

Year No.of No. of Horking Pund of Current Volume of Zusines

societies mgmbership Capital Their Fund Lending FRarch- sarke-~ Income ZBExpenses Net
: Own asing ting * (Loss)
e e e e e e e e e e e o e e o e e et e e e e e e e e et e Profit _
1968 36E 8,884 41.99 14.86 7.94 , 15.82 - - 1.55 0.23 1,97
1869 = 365 5.080 37.61 17.80 14.12 8.46 - - ~1l.24 0.23 1.48
1970 367 10,008 78,76 17.50 14.06 9.27 - - S 1.46 0.55 1.91
1571 370 11,203 42,70 15.17 7 .50 9.84 - e 1.45 0.74 0.94
1372 370 11,163 48.63  16.65 20,72 9.98 4.88 o 6.60 - 5.67 3.79
1973 303 9,321 55.10 15.66 31.14 25,72 - 1.88 7.15 “5.90 1.29

1974 188 11,894 60.61 26.35  30.30 22.60 —— 13,06 17.52 14.21 2,83



1.

2.

3.
4.
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ANKFEXURE

Types of Courses

Seminar of Provincial
Cooperative Officers

Seminar of the chiefs of the
Land Settlement Cooperatives

Seminar of the District Cooperative
Officers (in the regions)

District Cooperative Officers
study -course (those ‘due for promotion)

Seminar .of ‘Junior Cooperative Officers

Orientation Course for the newly
recruited cooperative officers

Seminar on Maize marketing

B. Member Education

Premember Education
(one cay training through nine
mobile units)

Training of committee members of
Agricultural and land cooperatives

Cooperative Group leaders' Training

National Cooperative Leaders' Convention

No. of"

narticipants

70

60

- 350
100

(two groups)

50

‘50
130

10,500

7,500
150

Duration
one week

one week

5 days

4 weeks

. one week

" three weeks

five days

one day

4 days
one day

5 days

C. Training of Cooperative Managers and Staff

Training Course for Managers of

Agricultural Cooperatives

Intermediate Course for managers

of Agricultural Cooperatives

Training Course for accountants

Training Course for creditmen

40

36

60
60

10 weeks
4 weeks

4 weeks

8 weeks
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ANNEXURE 'J°!

ORGANISATIONS AN PLACES VISITED

GOVERNMENT INSTITUTIONS

MINISTRY OF AGRICULTURE AND COOPERATIVES

1.1.1
1.1.2
1.1.3
1.1.4
1.1.5
1.1.6
1.1.7
1.1.8
1.1.9

1.1.10
l1.1.11
1.1012

Office of Under Secretary.

Department of Cooperative Promotion.
Department of Cooperative Auditing.
Department of Agricultural Extension.

Land Reform Bureau.

North East Agricultural Development Centre.
Northern Agricultural Development Centre.
Greater Chao Phya Agricultural Development Centre.
Marine Fishery Experiment Station, Songkla.
Marketing Organization for Farmers.
THAI—ISRAELI PROJECY,

Thai-Danish Dairy Project.

OTHER GOVERNMENT AGENCIES |

1.2.1

1.2.2
1.2.3

l.2.4
1.2.5
1.2.6

Nationél Economic and Social Dev-:lopment Board.
Kasetsart Universitv., |

Department of Public Weifa;e, Ministry of Interior.
Bureau of Accderated Rural Development.

Bureau of National Statistics, Prime Ministry Office.

Land Development Project at Nong Plab.

BANKING INSTITUTIONS

2.1
2.2

National Bank of Thailand.

Bank for Agriculture and Agricultural Cooperatives.

INTERNATIONAL ORGANISATIONS

3.1
3.2

FAC Regional Office, Bangkok.

ILO Regional Cffice, Bangkok.



- 37 -~

3.3 World Bank Office, Bangkok.

3.4 Escap, Bangkok.

HATIONAL COOPERATIVE ORGANIZATIONS

4.1 The Cooperative League of Thajland.
4.2 Agricultural Cooperative Federation of Thailand.
4.3 Cooperative Training Centrc.

DEPARTMENT OF COQPERATIVE PROMOTIOLT

5.1  Agricultural Cooperative Division.
5.2 Land Settlement Cooperative Division.
5.3 Cooperative Training Division.

5.4 Cooperative Technical Division.

5.5 Cooperative Planning Division.

PROVINCIAL (CHANGWAT) COOPERATIVE OFFICES
6.1 Ravyong.

5.2 Cholburi.

6.3 Chachoeﬂgsao.
6.4 Bangkok.

6.5  Petchaburi.
6.5 Rajburi

©,.7 Nakorn-Pathom.
5.8 Bangkok.

6.9  Ayudhaya.

6.10 Suponburi.
6.11 = Singburi.

6.12 . Chainat.

6.13 Uthai-thani.
¢.14  Xhon Kaen.

5.15 HNakorn Rajsirna..



5.1¢6
5,17
6.18
6.19
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Lampun.
Chiang=Mai
Songkla.

Nakorn Si Thamruarat.

LOCAL COPERATIVES AND PROVINCIAL FEDERATIONS.

7.1
7.2
7.3

7.4
7.5
7.6

7.15
7.16
7.17
7.18
7.19
7.20
7.21

Rayong Agricultural Coocperative.
Ban Kai Agricultural Cooperative, Rayong.

Ban Kai Self-help Land Settlement Agricultural
Cooperative Rayong.

Rayong Fighermen's Cooperative.
Meenburi Agricultural Cooperative, Bangkok.

Bangmod Fruit Marketing Cooperative, Bangkok.

Kasetsart University Consumers' Cooperative, Bangkok.

Chachoengsao Cooperative Federation.

Protein Production Centre, Chachoengsao.
Cholburi Tapioca Processing Plants.

Bon Land Agricultural Cooperative Petchaburi.
Thayang Agricultural Cooperative Petchaburi

Hubkapong Agricultural Cooperative
(Thai-Israeli Project, Petchaburi).

Nong Plab Agricultural Cooperative Prachuab,

Kirikhan, Province.

Nong Po Dairy Cooperative'éréject, Rajburi.
Thamaka Agriultural Cooperative Kanchanaburi P-rov.
Ban Pong Agricultural COOperafive Rajburi.

Ban Pong Handicraft Cooperative Ra-jburi.

Muak Lak Dairy Cooperative, Saraburi. '_

Sung=-Nern Agricultural Cooperative Nakorn Rajsima,

Nakorn Rajsima Cooperative Federation of Rice Mill.



7.22

7.23
7.24
7.25
7.26
7.27
7.28
7.29

7.30
7.31
7.32
7.33
7.34
7.35
7.36
7.37
7.38
7.39
7.40

- 39 .~

Lam Ta Klong Agriculiural Cooperative Nakorn Rajsima.
Derm Bang Agrici:ltural Cooperative Supanburi.
Supanburi Cooperative Federation.

Chainat Cooperative Federation.

Khuen Chao Phya Agricultural Cooperative Chainat.

‘Bangrachon Agricultural Cooperative Singburi.

Singburi Cooperative Federation.

Uthai~Thani Cooperative Federation.

CHIANG~-MAI

Sanpatong Agricultural Cooperative.

Sankampaeng Agricultural Cooperative.

Sansai Agricultural Cooperative.

Chiang-Mai Cooperative Federétion,

Sankampaeng Villagg Cooperative.

Sansai Land Settlemeﬁt Cooperative.

Northern Consumers' COoperaﬁivé.

Chiang-Mai Dairy Cooperative.

Safapi Agricultural Copperative.

Pak Panang Fishery Cooperative Nakorn Si Thammarat.

Songkla Agricultural Cooperative} Songkla.



1.

2e
3.

10.
11.

l2.
13.

14.
15.

16.
17.
18.
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NAMES OF THE IMPORTANT PERSONS MET WITH

Dr. SANOH UNAKUL, Governor of the Bank of Thailand.
Mr. Krit SOMBATSIRI, SECRETARY GE&ERAL, NESDB,

Dr. SUTHEE SINGSANEH, Director General of Cooperative
Auditing Department.

Mr. Preda Ganasut, Under~Secretary of State for
Agriculture and Cobperatives.

Col. SURIN CHOLPRASERD, Director General, Cooperative
Promotion Department.

Mr. Thep Saiyananda, Deputy Director General,
Cooperative Promotion Department.

Dr. Chalyong Chuchart, Secretary General, Land Reform
Bureau. :

Prof. Pantum Thisya-Mondol, Adviser, Marketing Organisation
for Farmers. .

Mr. Yukti Sarlkaputl, Dlrector General Department o:
Agricultural Extension.

Mr. Chamlong Tohtong, Manager of BAAC.

Mr. Vichien Inthachart Chief of Agricultural Cooperative
Division. ’

Mr. C. Y. LEE, Marketing and Cooperative Officer, FAO.

Mr. Prachmab Burapharat, Manager of Agricultural
Cooperative Federation of Thailand (ACFT).

Mr. K.S. Bawa, Adv1ser to ILO

Dr. SOPIN TONGPAN, Dean of Faculty of Economlcs and
Business Administration, Kasetsart University.

Mr. Chalor Thammasiri, Governor of Chiang Mai Province.
OPas Charoenpakdi, Chief of Cooperative Training Division.

Mr. Bojana Sankariksa, Chairman of ACFT.
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APPEMDIX I

A NOTE ON THE NATIONAL COOPERATIVE . DEVELOPMENT

CORPORATION COF TINDIA

9.1 The National Cooperative Development Corporation was
established under the National -Cooperative Developnent Corpo-
ration Act 1962 for planning and promoting the progrummes
through cooperative societies for :-

i) the prodaction, processing, marketing, storage,
export and import of agricultural produce, food
stuffs, poultry feed and other nOtlflvd SR
commodities. :

ii) the collection, processing,marketing, storage
and export of minor forest produce.
9.2 It has been assigned a promotional as well as a =

financial role in the development of cooPeratlves.

PROMOTI ONAL ROLE

9,3 Its promotional role extends to the following sectors :-
‘ i) Marketing
ii) Processing
iii) Agricultura. supplies

iv)

Cooperative storage.

9.4 MARKETING

i)

i1)

iii)

'To advise the State Governments, Coqperatlves from

time to time, regarding the measures - ‘to be taken.
for rationalisation of the marketing structure,

‘expansion of membership, and augmentation of share

capital, linking of credit with marketing in the
cooperative sector and identificaticn of societies

 for intensive development,

Periodical review of the progress of nwrketlng
cooperatives and identification of prchlems
in natiaonal and regional conferentes.

- Building up of a strong trained and cxpcerienced
‘managerial base for the marketing and processing

societies. Assistance to the SOCletILo to have
common cadres and training of staff- as well as
crganising special course.
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6.5 - PROCESSING
i) Preparation of techno-econcmic feasibility studies.
ii)  Assistance to the Federations to maintain

technical cells, -

9.6 Drom.otlonal work consists of preparatlon of techno-
economic feasibiliiy studies. . It also assists thc Pederations
to maintain technical cells. In the HCDC itself tcchnical
experts have been appointed in various fields like oil seed
industry, textile and spinning, fruit and vegetables, refrigera-
tion, paddy processing, dairy industry ectc.

9.7 The Corporation also provides assistance to the
Federations and societies to get techno-cconomic studics
prepared from consultancy firms in the prlvate or Huullc
sectors. _ : , . 3

9.8 The Corporation also provided financial assistance

for the establishment of agro industrial units. Ffor large:
size units like cooperative sugar factories or cooperative
spinning mills, the Corporation prov1des assistance by way of
contribution to the share capital in the respectlve
cooperatives. For medium and small size units, the Co:poration
provides loans to the extent of 65 to 80% of the block cost.

9.9 After assistance has been sanctioning to a particular
unit, the technical cell in the Corporation gives gquidance
in the selection of machinery, obtaining of licences, insta-
llation of units and recruitment of key personnel.

AGRICULTURAL SUPPLIES o

.10 NCDC assists ‘in- streamllning the distributiocn arrange-
ments in respect of the agricultural inputs through the
cooperatives so as to develop Bn integrated system of distri-
‘bution. 1In the context of free trade in fertiliscrs, the
Corporation has been establishing closer links bctween the
Cooperatives on the one hand and the Government and fertiliser
manufacturers on the other. It has been providing a common
forum to the Marketing Federations for identifying and discussing
their common problems in respect of fertilisers and input
distribution. NCDC also provides financial assistance to the
Federations to equip them with the margin money neessary

for raising adequate bank finance for procurlng and stocking
inputs. It has been assisting the Federations in sctting

up granular fertiliser plants. Financial assistance is also
being given for the establishment of formulation units for
insecticides, presticides and also for other processing units,
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COOPERATIVE STORAGE

%.11 One of the main finctions of the Corporation is to
plan and promote programnes for storage through the Coopera-
tive Societies. It provided both financial and technical
assistance to the Cooperatives for setting up godowns both
at the village level as well as marketing society level.
The Corporation also reviews from time to time the progress
and problems relating to the construction of godowns as well
as their utilisation. It also arranges for the training

of the godown personnel of the Cooperatives.

FINANCIAL ROLE

.12 The Corporation maintains the National Cocgparative
Development Fund which consists of the turn over o the
investment with which this Corporation was started as also
the borrowings from the Central Government. The Charter
of the NCDC has been amended to permit borrowings from the
public by issue of debentures-bonds or from any bank or other
financial institutions, etc. 8Such borrowings are credited
to this Fund., From this fund, the NCDC procides financial
assistance to finange marketing, processing, storage and
supply activities of the cooperatives, by way of loan or
subsidy. '

9.13 Some of the programmes financed and assistaed by the

Corporation are :-
i) Establishment of Technical and Promotional @ells
in the National and Apex Federations.
i
ii) Setting up f Seed Producers' Cooperative
Processing and Sale Socicties. '

iii) Granular Fertiliser Plants.

iv) Assistance towards preparation of Froject
Reports.

v) Service and repair centres for agricultural
machinery.

vi) Setting up of Rice Mills.

vii) Assistance towards the cost of specialised
training to technical personnel to Rice Mills,
etc.

2/4/78

30/4/78



IN_ 0D PRODUCTION _THAIL AND

1N

In 2 country 1ilte Thailend where asericulture
provides sustenarce to sbout 807 of its povulation and
contributes nearly 3¢4 to the Oross Domestic Product,
the {mportsrce of sgriculture cunmt be over emplasised,
During the lest ten years while there hes been s
signi ficant inocresse 1y sgriculfursl production in
Thellnsnd the averesge ylelds of mog$ of the sgricultursl
erops have bean sirgnant end iuv gome ceses they havg
even declined, In the ecrse of vaddy,. which occupies
neerly €% of the land, the sversse yield ner hectare
todey is mot mich higher then what 1t was in 1007. Simee
bulk of the cultiveble land usg alresdy bee: brought
under cultivation, further increase ln sgricultursl
production ean be schieved orly by incressing the per -
sero yield of the land which 18 mlrsedy under
cultivetion. The new Goverument of Theilend ghould,
therefore; accord the hichest priority to 1mercesing
agricultursl product vity mt only ‘o feed 1ts repldly
insressing popwietion but slgo o meinbein dud even
imresse 1ts share 4in the internstionsl market,

S The research {nstitutions locsted in various
parts of the country have evolved techmologies of high

" yleldlug variety for most mejor crops which sre sui ted
4o the local sgro~climetic conditione ahd aTe capsble
of immedinte sppiicetions in the #leld, This techmwlnzy
xhas, however, not yet been extended fo the fermers!
flelds to sny significant exleont meinly becsuse of the
wenknasies 1n the orgsmlgstionel gtrueture of the
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extongion age'i'ni«es and inadegurte arrangements for ths
dolivery of inputs f.e. seed, fertliisers and pesticides
anl nlse short snd medium term eredit {o ensble the
farmers to purcheae thesc 4nputs.

3¢ The Agricultursl Co-cperatives ¢an play

an effective role in providing credit as well as inputs
and ~lso assist the governmentsl sgemries in providing
agriculturel extension, The fgricultursl Co-oneratives,
8s constituted tolay,however, are not organised .

wr adequately equinned to nerform this role, Thalr
1linkages with other agercies anl ingtitutions
functioning in this fleld as well as with the
ingtitutions within the co-operative gsector are
relatively wesk., There is slsc considersble scope

for improving the menagement of these co-operatives.
Fhe potential of the contributinn thet the egricultursl
co=~operatives crn make towsrds raisite the sgricultural
productivity does nmot seem to have been fully
recogmd sed by the Goverment,

4, A few gugrestions for mre effective
{nvolvement of the sgricultursl co-onerastives in
gtenping up agricultura) production arc made belows -

Ao CRGANISATION AND MANGEMENT

Bal fgricul tural Co-onoratives today cover
only sbout 14 of the population, Co~onara=-
tives heve mt go frr been orgamised in n
mumber of digtricts, The ares of operaii- n
of the reorgend sed sgricultursl
co-oberatives 1s rather extengive and ~rly
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reletively ofluent forumers or o members.

£ time bouml prosramme slruld be formilated
for incres-ing the werbers.dp and bringing
into 41ts fold legs: effluent Parmers so

as to brosden the base of the fo-oparatives.

The Fermers! ’sancisiiong whieh have

been set up by the Depsrtment of szricultural
Bxtension should be mersed with the
agricul turel co~oneratives snd necessery’ ”
chenges should be mede in the bye~laows

st other regulstions of the Depertment

of Co~anerative Promtion tc focilitate

this merger,

The individusl farmers who sre now beJ.ng
fingmced by the Bank for fgriculture snd
fgricultursl Co-ongratives directly

should slso be pergusded W becone meubers
of the co-oneratives so that evenbtunslly

the Boavk hos $0 denl with only one effective

- organigation ip the fleld of egriculturel

eredit,

The mgnsgement of the cn-OFeratives
sipuld be profegsionslise’ and the
dependerce on Goverament etoff for
manggement gheuld be Toluced, A
programme of recrul tment of qualifled
Secretaries end fccountrnts ghounld be
introduced and sdequate arrangements

~ghould be made o provide them pr: vfessionﬂl

treindnz in collaboraticn with the
Co-onerative Lesgne of Thailatd, Theo
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Department of Co-onerstive Promtinn
may nrovid. manseerisl subsidy on s
teperine besis to the societios for
appointment of this steff,

The Government should essien e definite
role tc the co-operatives in the nmationel
food produc tion progremme en! the operational
proaremmes of the Depertment of fariculturel
Extension should be eclosely co~ordinated
with the activities of the Department cof
Co-operative Promtion st the nstionsl

g well as loeerl levels, In other words,

the co-oneratives should be assigndl
shecific targets for provisionof credi_t,
distribution of fertilisers and other

inputs and marketing of sgricul fural
produce, The snmsl business plans .

of the egricultursl co-oneratives should

be tormilated on the basis of ths programme
of the Department of Agricultural Bxtension,
In turn, tie co-onerstives should be essured
of adequrte finamial support from
Governmcat e.r. if co-onagratives {fmcur
logses in ferdiliser divtribution, ete, for
Tessons beyond thelr conirol, the loss
should be urder-writton by Goverament, Tle
co~operatives should be recognised as a
Stete alded szemcy for providing sunm»y

o the nationel food preduc Sicu progranm o,
imilarly, in the matter of procuremsns

and distribution of focd-greing,
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co-oheratives should be allowed to

act as agent of Covernnen”, Prefererce
stould be ziven to the Co-omeratives in
slloeatiouof qunitsg for exdort on
Goverment w Coverument bagls.

# Natlousl Coumil of Co-cnorative
Develonment ghould be congtituted st the
notional level which could zuide the
Government in policy matterz and also
cc~ordinate ths policiez and prograomes
of the Dewvaortments and Lunstlictions which

- ere imolved in this field.,” The Councdl

eould be hesded by the Seor e%;:ary Genarel

of the Hationsl Sceisl snd Eccrnomle
Devalopment Boerd snd revresentatives of
the Depertmentsz of Agricul tuirel Extension,
Co~operative Fromtion, Benk for Agriculture
and Agricultursl Co-~operstives, Bank of
Theiland, fgricultursl Co-operative
Federation of Theilsnd, Consumer Federation,
Co-onerstive Lesgue of ‘Melland gshould be
1ts memberg. The Fationsl Socisl & Beoipmic
Developmant Board ghould serve ag the
Secretsrist for %uigz Counell,

The presemt resiticvive nrovision in the
bye-laws i Tesnect of thoe admgsion of
new members should he remved and emplinzis
should be given to the envralmeunt of zm-ll
and marglusl farmers as members of |
co-operstives, The menbership reouirements
should be gimiler o thoge apolicadble -
the Farmers! Associations.
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Department of Co-onerstive Promtion
may nrovid. manseerisl subisidy on a
taperime baesis to the socletios for
appointment of this steff,

The CGovernment should assign s definite
role tc the co-operatives in the mationel
food produc tion progremme en! the operational
prozrammes of the Depertment of fariculturel
Extension should be clescly co~ordinated
wlth the activities of the Department cf
Co-operative Promtion st the nstionsl

a3 well as loeel levels, In other words,

the co-oneratives should be assignel
specific targets for provisionof cred;t,
distribution of fertilisers end other

inputs and marketing of sgricul fursl
produce, The snmisl business plens .

of the sgricultursl co-oneretives should

be tormilated on the basis of the progreamme
of the Department of Agricultursl Extension,
In turn, tie co-oneratives stould be sssured
of adequrie financial support from
Governmcat e,r. if co-onaratives fmur
logses in ferdiliser divtribution, etcs for
ressots beyond thelr conirel, the loss
should be urder-writtun by Govertment, Tle
co~operatives should be recognised as a
Stete aided mzermcy for providing sunmmzy

to the nationel food preduc ticn progranm .o,
8imllarly, 4n the matter of procuremens

end distribution of focd-goring,
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co-oheratives should be allowed to

sct as agent of Covernnmer”, Preferemce
should be given to the Co-omarastives in
elloentinruof quntasg for exdort on
Govermment w Covernment bagls.

& Nationsl Coumil of Co-cnorstive
Develonment sghould be eonstitute? ot the
notional level which could zulde the
Government 4n policy metterz end slso
cc-ordinate ths policices snd progreomes
of the Departments and 1ustitutions which

- are imolved in this field, The Council

eould be heeded by the Scor eiary Genersl

of the Hatlonsl Sociel and Ecomomle
Develovment Board snd revresentatives of
the Depertmentz of Agricul tarel Extensi on,
Co-oberative Promtion, Benk for Agriculture
and Agricultur»sl Cc-operstives, Batk of
Theiland, fgricultural Co-operative
Federstion of Theilsud, Consumer Federation,
Co~operstive League of Tholland should be
1ts mewbors, The Hationsl Social & Beoomic
Developmant Board sheuld scerve sg the
Secrabtsrist for thia Council,

The present reslrictive nrovisicn in the
bye-laws 1 regnect of tho admgsinon of
new members should be remved and empliszls
should be given to the onrolmeut of zmell
and marglinsl farmers as members of '
co-oparstivey, The membership reouirements
should be similer o thoge arovlicable v
the Formers! Associstions.



Bo 1l

B, 2

3;4

—6&

~Ba CREDIT

There should be a urdflud erodit system
for all asteznries of borrewsrs under the
segla of the Bark for igricul ture and
Aericultursl Co-onerst] ves, The present
prectice of Goverument arenclios evrntine
loens to vearious departments snd
co~cPerative ingtitutiong on Aiffarent
leniineg eriteris should be Alscontimed,

The present policy of Government of previdios
loans at 2% interest from,the Co-orerative
Promtion Pund and the Permerg! Ald Fund
should be discontimed, The funds slould be
routed through the Bank for fericulture and
pgricultursl Co-oparstives or they may

be utiliged for providing managerisl

subsidy, conductins forsibility siudles

for new ventures, etc,

At present the BAAC extends credlt o

(1) individual clients, (41) fericultursl
Co-operatives and (1i1) Farmers!
Agsociations, 6fter the mereer of the
Fermerg! psgscclaticons inte Co-operativey
and the enrolment of individuel clients
of the BAsC ag members, the BAAL should
be graduglly convertel int» s Betk for
co-omnerntives,

The len'im policies end rrocedures of

the BA2C an? of the gocieties zhould be
gimplified 30 as i {mprove recoveriey,
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gramt of long term lost. to members for
purchage of tractors and other oapi tal
assots,

The followime sugresticty heve been made
for liberslising the lending polioies and
simplifylmg the procefures s - ‘

(8) The present 1imit for loang wlt-heut

mwrigege should bhe raiged o a
reagoncble level havirg TregeT? o
the agtual cost of eultivetion of
a hnldine of aversge 3ize,

(b) Seeles of finsnce should be fixed for
various e¢rops in consultetion with the
Department of Agricul tursl Extension
8o that the fleld ataff is sble to
apuly und form lendd ng criterla,

(e) A system of crop loen shhuld be
introduced and s part of the loasn
ghould be given Ink‘nd 4,e, seed azd
fortiiiser Se '

(d) sime mre than 50% of the fermers
do mt hove rocordet rlehis in land,
s lond resligior siould be malntoained
in osch society indicating the
extant of lend nebuslly caltivete!
by the members,duly verified by ihe
Manasing Commitiee of the society,
This register should be the basgis o.
determinire the losn aligibility
in the abasenc - ®1i%]le deeds.
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The guestion of smenlnz the relevent
legisl utlon to provid: for erertinnof
a charge ( llen ) nn isnd ard the
erops gtanding thereon and for the
resigtretion of this charge should be
examlue? o cobvierte the requil rement of
mrigsge of Llard for loans sbove ths
pregent ceild mz,

Bramch Managers of the BAC slruld be
glven powers o asmtion and dlgburse
1nang st their level on the basis of
the preseribed scrles of finence.

The mumerous levels of serutiny of lonau
appliceations shovld be reduced anl gome
of the levels should be elimireied,

With the introductisn of sceles of

finsnce, the BALC should confine Ltgelf

tc the sanctioning of maximum credit

1imi te lesving it to the wanagement

of the gnciety o sap-tion losas to
individual merbers,

The resnonsivility of gurervisionof the
utilisadion of loansg shouid be entirely with
the melely oud the wociety should apnoint
neceggary atnff or this pureose,

A high level Coummttiec shouid be aproipu
¥ meke » gtudy of the policies apnd
procetures of the BrAC and of Uhe

gericul tural co-oreretives 20 a3
elinivate the delasy iavelved in the
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ssrctiomne of freah losnns, The Committoac
should conglst of the represeutatives
of CPD, DAE, BAAC, Com ercial Batks and
gome lerding Co-omearstors,

(k) £ time schedule ghoul?d be 1aid down for
- procegsing losn gpplicatinne ot verilous
levelsg end the vericd ragquired for
procesgsine I'rom the date of aprlication
to the dete of Tecaelprt of loasn shouwld
ot extend mre than o month,

(1) 2t present the attention of the BAAC
is focussed on productiow credit, It
ghould also extend credit facilities
to ACPT ( fgriculturallo-operative
Pederation of Theilsnd },Prcvincial
Federationg and the sericulbarel
co-oneratives in respect of their
mrketing activities and fertiliser
digtribution,

Cedl Goverment should vecognise {he Co-onerastives
ag 1ts sgenl for merkoling operations and
give them preference In all warketinos
activities, ospecislly in the slinc~tinn
of quetas for expori ot fonderalns on
Government to Covernment basis,

C.2 The ACPFT slould be recognised ss  an
agent of Covernment for markeiing scbtiriiy:c
and the Govermment should strengihen -
MCFT gultably.
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The 4CPT ghould dMverslfy its
marketine asctivities aul develnp
expertlse in the morketing of frult,
Tapoein, etc, It shoul”? geck nuilets
ebroed with the assistrmoe nf the
Internationrl Co-orerative Tradine
Orgeplsntion st Snespore,

There should be eloger co-ordibation betwesn
the ACFT apd MF ( Merketine Orgeidseti-n
of Farmers) to avold duplic-tion in thelr
ectlvities, The MF should ntilise the
exigting er-operstive marketine gstructure

at the Provimeial level snd should mt

set up amther parsllel feld orgeulaation,

" The MCPT ard the Provineiel Poderstions

should function sg nqm;lt'ss of %hne MP,

BlaC should meet the requirements of working
erpitrl of the KCPT end Provimizsl Federatiorns,
If mecegsury,Govermment glould st nd guarsatee
to the BAM onbehalf of *he ACWT for
repayment,

The meanagements of both the ACPT and Provineial
Federatinng should be gtrengthend, & commn
c=dre ghould be congtitutet for the FCWT

anfl Provineial Federation, so that the
employees of the Federetions ¢en be esyured

of sdequate promotion vrospec bse

The ACFT should agsame the role of = Nntisoal
Federation and muide ant gunervige the
affiltated socleties and egteblish cirg.°
ties with them,
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urd formty in the riceg at the retsil l~vel,
The Debartment of foricultursl Rxtension =nd
‘the Densrtmunt cof Co-ongraive Promntion ol ne
with /CPT should 1ointly wirk ~ut en [ nmal
Plan for Aistributicn ~f “ertilisers in ths
vari~us »rovinces, monthwi se,

The CFT shuld work ~ut {tg snmisl rey< rem nts
of fertilisers 1n ¢ ngultstl »n with ¥
affiliated gocieties ~n the begig £ thelr
monthly resdrements and nlan i+g $morts .
acenrdingly,

The ACFT should stresmline itg procedures

and provide satisfactory geryires to the
societies s thet the pgricyrtursl Co-oreratives
dc mot buy fertilisers frat the onen matket.
There should be co-ordi=tion between the WF
and the ACPT in the {un Tt of fertilizers.

ICPT should act ag an szent of MF in the matter
of fertilizer distribution,

Azricultural Co-oPeratives shuld slso
Aistribute serd ~nbehnalf of WF, which has
been entmstcd with the tag? of mltinlication

of seed,

F. FARM GUIDAICE

Recruitment of farm gnidarme workerg should

be mede lecglly at the gclety's level under

the euidance of the nfficers of the C-4eoneratlve
Promrtion Denertme it in the initisl gtar~es, |
The pay scrles and “ther fecilities miveu

tr the farm euitame workers should be at wer
with thoge of the fumti narles of the tr wrin-pt
of fericultural Rxiensl n, s0 that thay ace rot



.3

Ve 4

F.5

G.1

G.3

~14-

congtertly ~n the 1mk out a1 bektor
openinzg in the DAR,

The ' farm szuidnrnvé W"T'k@ré shruld b #ven

intengive trainmi e in sericultursl extension

cf atlesgt gix monthg' duresticn with the
helr cf the Derertment ~f fericultursl
Bxtengion,

Ther~ ghnild be ¢loge co-ordinsticon between

the functionaries of the D'E and the farm
guidance workerg of the soedzties in the
fleld, The farm culderce workers should

serve s3 acents of the Mimecti naries of the

Departm ot of Agricultursl Extension,

The extension nersonnsl of the DiE should

prwvide extension fecilities to the memberyg

of the co-omeratives which have mt yet

annoi nted thelr cwn farm suidance wrrkery,

G. CO-OPERSTIVE EDUCATION AND TRAINING

The Co-onerative League of Thailand should be

 strensthened and should be the only asensy f-r

providine traimime to the emnl ~yeey of the

cn-nnerstives sg well 5 co-~nerafive leoderg,

Regi~nel Treining Centres should be

egtarligshed under the susmicey of the Learue

for providing gnesielised trsinring o tio

mengrers of the rice mills, Aafry co-r-eoratives,

fighery eo-opneratives,cte.

The nresent l1imit ~f 5,008 hahi ~n *\;
¢ ntributions from the Comanoretivey
Lessue, sh~uld be remcved,

The Chvernmment sh vl give giuhgbantiel
finroeial ssstistrrce to the Leswus oo
exnand its activities,

e
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Ge4 - The Qovernmnnt ghoild «ive substantial
finarmeisl rgsistzmce to the Lescue to
_ex**end its sctivities,

oas



