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August 10, 1973

Mr pP.,E., Weeraman

Regional Director

ICA Regional oOffice & Education
Centre for South-iast Asia

43 Friends’ Colony (East)

New Delhi-110-014 (India)

My dear Palita,

Rec 3 Survey of Cooperative agricultural idarketing
Projects in South-East asia - PART IIT

Kindly refer to your letter No,7.95 dated
September 88,1972 appointing mc as the Laader of the Study
Team for conducting the Third Part of the Survey of
Cooperative agricultural pdarketing Projects in Thailand and
Malaysia. Kindly also refer to your two letters of same
number and date appointing Dr Jagjit Singh and Mr Sukio Imail
as members of the Study Team for survey in the above two
countries,

2. On behalf of the Study Team I have great

pleasure in submitting to you our report on survey in Thailand
and Malaysia. The report may please be circulated among
members of the ICA Sub-Committee for Agriculture and Trade

and also Members of the ICa advisory Council for South-~East
Asia, The report may also please be sent to member
organisations in Thailand and Malaysia for necessary follow-up
action at their end,

3. Kindly also refer to your letter Of the same

number and date appointing Mr Toshio Shimizu as a Member

of the Study Team tor Survey in the Philippines. &s you are
already aware, the study Tceam could not conduct the survey
in the Philippincs owing to the declaration of Martial Law
in that country just before the date on which the survey

was scheduled to commence, I, therefore, regret that it is
not possible for the Study Tcam at this stage to submit a
report on the Philippines.,

4, On behalf of the Study Team, I would like to

exprcss to you our grateful thanks for all the facilities

and kind assistance given by you for successful completion

of this part of the Survey. I would zlso like to request you



to kindly convey our sincere thanks to member-organisations
in Thailand and Malaysia for their kind cooperation in our
work reclated to the Survey.

5. Lastly, I would like to record my very sincere
appreciation to my colleagues in the Study Team - Dr Jagjit
Singh and Mr Sukio Imai for their generous assistance and
the excellent team spirit displayed by them during the
period of the Survey.

Yours sincerely,

4&;2/%::’/‘;——”/
M.V. Madane
Leader of the Study Team

Bncl: Survey Report -
Part 111
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July 24, 1973

SURVEY OF CO-OPERATIVE AGRICULTURAL MARKETING
- PROJECTS IN SOUTH-EAST ASTs - PART  TI1

(THAILAND & MALAYSIA)

REPORT

I:ITRODUCT ION

The International Cooperative alliance (ICA)

1, The International Cooperative alliance (ICAa)

was founded in London in 1895 as an association of national
unions of cooperative societies, which seek to promote a
non-profit system of production and trade, organised in the
interests of the whole community and based upon voluntary
and mutual self-help.

2. It comprises organisations in every continent

and its total affiliated membership through national
organisations cxceeds 278 millioh. The consumers’ movement
accounts for sbout half the membershipiz the other half
consisting of agricultural, credit, workers’ productive,
artisanal and fishery societies.

3. Its purbose is to propagate cooperative
principles and methods and to promote friendly and economic
 relations between cooperative organisations of all tYpes,
both nationally and internationally.

4. It promotes, through auxiliary trading, banking
énd insurance organisations, direct commercial and financial
relations between cooperative entérprises in different coun-
tries so as to enable them to exert on the world market, as

well as at home, an influence beneficial at once to consumers

and primary producers.



5. It convenes international congresscs, furthers

the teaching and study of cooperation, issues publications
and research data, and collaborates closely with the United
Nations as well as with voluntary and non-governmental
international bodies which pursue aims of importance to
cooperation,

6. In the United Nations, its Economic and Social
Council, as well as in some of thé specialised igencies,
it enjoys the right of participation in their meetings and
work as an International Organisation with Consultative
Status, Category I.

7. The Head Office of the ICa which is in London,
coordinates activities of the iAlliance all over the world
directly in respect of Europe, North america, the Middle
East and the Western parts of Africa. 1In respect of South-
East 4sia and East of Central africa the IC. deals with the
movements through its Regional Offices located at New Delhi,
India and Moshi, Tanzania respectively,

8. The Regional Office for South-East .sia in
New Delhi wasistarted in 1960 and the office in Moshi in
1968,

9. -~ The main tasks of the Regicnal Office and
Education Centre at New Delhi are to develop the general
activities of the .Alliance in the Region, to act as a link
between the IC4 and its affiliated national movements, to
represent the wlliance in its consultative relations with
the regional establishment of the United Nations and otherk“
International organisatiocns, to promote economic relations
amonést member ~-movements, including trading across national
boundaries, to help in the supply of technical assistance,
to conduct educational activities for the movements in the
Region and to bring out publications on the various aspects

of ccoperative development,



10, The United Nations General assembly through

its Resolution 2459 (xxiii) of December 1968 recognised

the important role of cooperative movement in the development
of various fields of production and distribution, including
agriculturec, animal husbandry, fisheries, manufacturing,
housing, credit instituticns, education and health

services and also recognised that it was important to
promote cooperative movements which can effectively contribute
to the implementation of the goals of the Second United
Nations Development Decade, It invited member-States to
provide increasing assistance to cooperatives and requested
the ILO and other Specialised Agencies and the ICi4 to render
increased assistance aimed at resulting the objectives of
the UN General /Assemnbly Resolution, V

11, The above resolution had also requested the

United Nations Economic and Social Council (ECOSOC) to
consider, in connection with the preparations for the Second
United Nations Development Decade, the question of the role
of cooperative movement in ECOSOC, Accordingly, the ECOSOC
through its Resolution 1491 (x1lviii) on "the role of coopera-
tive movement in Economic and Social Developmentt also
recognised that “cooperatives have an important role to

play in the promoticn of economic and social development,
particularly by providing a suitable institutional frame work
for facilitating the mobilisation of human, financial and
other resources" and requested its Secretary General to
collaborate closely with the UN agencies as w&ll as with

the IC:. and other non-governmental organisations in preparing
and implementing an action programme in the field of
cooperative development,



12, The 24th Triennial Congress of the ICA held in
Hamburg (West Gerimany) in Scptember 1969 welcomed the UN
General assenbly Resolution which had recognised the important
‘role of thc cooperative movement in mecting the social and
economic problems of developing countries and expressed the
wi;lingnéss and readiness of the :.lliance for the further
development of cooperation with the U.N, and its specialised
agencies and cother National and Intérnational organisations
in the fields of common interest and had requested to the
authorities of the Zlliance to make special studies of
cooperative ofgonisations with special reference to their
‘role. in accelerating the sociw-economic devclopment in
different parts of the world and requested the Director of
the alliance to forward to the Secr?tafy General of the
United Nations, its Specialised igencies, to the governments
and to the IC4’s member-organisations the results of these

studies,

13, In accordance with the mandate given by the

Congress the Director of the ICa prepared an action programme
for a cooperativé development decade. acccrding to which

the first twc years of the Decade (1971-72) would be known

as the planning phase and the following eight vears (1973-80)
- would be known as the operational phase and would be used

for implementing the acticn programme, During the planning
phase the IC. would be sponsoring 2 scries of basic studies
and drawing up on action programme based on the results of

these stulics,

14, It is expected that the Cooperative Development
Decade would scrve ns o basis for coordinating these studies
and ensuring tihe implcementation of the recommendations

resulting from Chenn,
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15, The overall objective of the Decalde proposals,

in relation to the Regicon of South-East /sia, would be to
increasing productivity through strengthening and development
of agricultural cooperatives in different countries of the

Region,

16. The present survey is one of the studies

undertzken by the slliaonce to realise the objcectives of the
Cooperative Development Decade. The broad objectives of this
study are to identify cooperatives at the initiative of the
natiocnal movements in the countries of the Region as model
examples of cooperative development with the ultimate aim

of initiating measurces for their intensive development so that
these cooperatives would scrve as demonstration centres and
would have » multiplier effect on cooperatives in other

areas., This identificaticn will help the developing movements
concerned to obtain external assistance for the development

of these projects from developed movements and aid-giving
authorities and agencies. The ultimate objective of the
survey is the further development of ccoperative agricultural
marketing in the developing countrices of the South-East

Asian Region,

17. The /gricultural Sub-Committee of the ICA

for gouth-Bast isia which originally sponsorcd this Survey,
recommended that the Survey be conducted in the field of
agricultural cooperative murketing with the ultimate object
of furthcr developing such marketing in countries of
South-—gast [siz, The Sub-Committee rccommended that the
survey be conducted by study Teams consisting of experts
recruited in the context of the conmodities to be surveyed

«in each country or a group of countries.

First and Sccond Parts of the Survey

18, The first =and second parts of the Survey which

have already been completed covered India, Indonesia,Sri Lanka
and the Republic of Kerea, The Study Team appointed for the
first part of the survey also visited /iustrelia as a Trade

Promotion Team.
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Third pPart ol thc sSurvcy

19 Thce Third Part ¢f the Survey was conducted

in Thailand and #Molaysia during October-NoVember,l972.
“The Regionzl Dircctor of the I.C.... in South-East asia
appointed tho following sStudy Team for the Third Part of
the Survey, |

i, MMr M,V. HMadzne ! Leader of the Team
Joint Dircctor, Technical
Lssistance =nd Trade
IC.. Regional Office
New Delhi (India)

ii, Mr Sukio Imai Mcmber
OTC/, Expert : ‘
C/o0 UNICOOPJ: PN
Nc.97 Rajdamri Road
Bangkok (Thailand)

iii. Dr Jagjit Singh Member
Secretary General
Institute cf MHarketing
and Management .
62~-F Sujan Sinch Park
Hew Delhi-1i0-003 (India)

Terms: of Roforance

20, Following werc the Terms of Reference for

above Study Team,

i)  Sstuly, on 2 . selective basis, the gencral
~economic conditions of the countries concerned
with special refcrence to the development of
agriculture,

ii) Exanine the present role of cooperatives in
these countrice in the development of cgriculture,

iii) Examine the prescnt programmes of cooperatives
-~ for agricultural production and marketing,

iv) Study the facilities available in the countries
in respect of agricultural finance, agricultural
inputs, agricultural extension and transportation
and communications, S :



v)

i)

vii)

viii)

ix)

Study the organizational structurc of the
cooperatives involved in such work with special
reference to their resources, personnel and
management aspccts, ' -

Identify arcas which are potentially important
and economically feasiblce for intensive develop-
ment,

Examine the feasibility of Cooperative
Agricultural production and marketing projects
submitted by cooperative organisations,

Examine,whcrcver possible, the possibilities

of developing trade relationship among cooperatives
on an intra-regional and inter-regional basis;

and

Recommend suitable follow-up action by national
and international organisations in this field,

21, The Study Team appointed for the sSurvey in
Thailand and Malaysia was also expected to make the study
in the Philippines. However, in view of declaration of
Martial Law in the Philippines and in view of the unsettled

conditions which prevailed in that country at that time, it

was decided to postpone the survey to a future date, The

decision to postpone the survey was taken in consultation with

the ICA member-organisations in the Philippines,

22. The Survey Schedulce

13th October, 1572
14tn-26th October
27th Octocber

28th Oct - 7th Nov

9th-10th November, 72

The Study Team assembled in
Bangkok (Thailand) '

The Team conducted survey
in Thailand

The Team travelled to Kuala
Lumpur (Malaysia)

o0

Conducted Survey in Malaysia

(2

The Team discussed main
recommendations of the Survey
in Singapore



Vigits in Thoilpnd

23, Durlmg the survey period in Thalland the ICA
Study Team made courtesy calls on the follow1ng two officials

i) <Col. surin Cholpraserd
President
Cooperative Leaguce of Thailand and
Under—Secrctary of State
Ministry of Agriculture,
4 pichai Road, Dusit,
Bangkok (Thailand)

ii) Dr Suthee Singasaneh>
Jirector
CQOperativ League cf Thailand
% pichai road, Dusit,.
gngkok {Thailand)
23,1 . In addition, the Tcam Mcmbers held discussions
with the officials of the following two institutions :
‘i) The Bank for agriculture and agricultural
Cooperatives; and

ii) The Cooperative Marketing and Purchasing
i : FPederation of Thailand, Bangkok,

23,2 During the field visits the Study Tcam visited
the following cooperativc institutions :

alorny LLA 1odan SrovinJge

Societics visiteld ¢ a) Pakchong aAgricultural
: Cooperative Society,
b) Uaicrnratchosima Cooperative
Federation Limdted,

¢) Soongnern Multipurpose
Cooperative Society,

Chainat Provincc

Socicties visitel @ a) Chainat Cooperative Federation,

b) Khuen bhaoprav; mgrlculturdl
Cooperative

Sukhothail Province

Socicty visitol e a) Sawankolok Land Cooperative Ltd,




23,3 In Thailand, thc programme and the practical
arrangements for the IC., Sstudy Team were made by the
Cooperative League of Thailznd in collaboration with the
Cooperative Promotion Department in the Ministry of agricul-

ture,

Visits in Maloysie

24, In Malaysia thc Study Team made courtesy calls

on the following individuals 3

i) Mr N.ia. Kularajah
President
Cooperative Union of iMalaysia Ltd., and
General Manager of the
Melaysian Cooperative Insurance Society (MCIS)
PO Box 685
Kuala Lumpur (Malaysia)

ii) Mr Busu
Director General cf Cooperatives
Department of Cooperation
Swettenham Road
Kuala Lumpur (Malaysia)

iii) Mr Ismail bin Din

Seccretary
HIGK LS A
Jalan Templer
Pctaling J=wva, (Malaysic)

iv) Mr G.S. Dass
Managing Directo
Central Cooperative Bank Litd.
29 Leboh /impang
Kuala Lumpur (Malaysia)
24.1 The Team also discussed with the above individuals
problems relating to cooperatives in lMalaysia and the trends

for future development,

24,2 The Study Team visited the following agencies
and instituticns for detailed discussions concerning government
programmes for diversification of agriculturc and for experimen-
tal cultivation of maize, sorghum, alfalfa, tapioca, and other
similar crops,

i) Federal Agricultural Marketing .uthority (FaMA)



ii)
iii)
iv)

v)

10

Fedcral Land Doevelopment suthority (FI.bA)
Federal Industrial Development Juthority (FIDA)
ajlis amanet kaayat (MiRA), and

Malaysian isgricultural Regsearch and
Development Institute (M/RDI)
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REPORT ON THLIL.ND

25; Thailand occupies the centre of the South-East
asian mainland between Burma to the West, Laos and Cambodia
to the East and the Malanyon peninsula to the South, Its
total'area is 514,000 sqg. kilometres and according to the
1970 census the populction is 34,152,000, Bangkok is the
capital of :the country. «griculture is the main occupation
employihg morc than 26 million people and accounting for 31,9%
(1969) of the G.H.P. The per capita G.N.P, amounts to
US$1,706 (1969). The chief agricultural produce of the
country is rice which is alsc thc main item of food and a
major source of foreign exchange earnings. The area under
paddy éultivation is around 18 million acres. iccording to
the 1969 figures, the total output of major crops in
Thailand was 3 ’

| n gictric t

Paddy ' 13,346,000
Maize - 1,407,000
Sugarcane o 3,847,000
Coconut 1,111,200
Groundnuts ' 185,000
Cottcn o 125,000
Xenaf 388,700
Tobacco ' - 71,100
Sesame 22,000
Castor seeds +2,600

gricultural Cooneratives

26, Majority of the cooperatives in Thailand are
agricultural cooperatives., wfter the recent amalgamation,

the previous 9,646 small credit cooperatives have been merged
into 420 medium size cocperatives with limited liabilities,
There zre 65 markefing cooperatives and 22 other farm.products
cooperativoes ﬁéaling with special crops, There are regional
federations of paddy marketing cooperatives which operate rice
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mills with & total capacity of 217 million tons of paddy

per year, In addition, 165 lznd improvement cooperatives,
covering land areas of 718,520 acres, try to provide organised
irrigation £

purnoses. There are alsc 292 land settlement cooperatives
cocvering an arcea of 76,300 acres, In addition, there are

a few land hire-~purchase and tenant cooperatives, cottage
industry coopcratives, fishery cooperatives and specialised
agricultural cooperatives, .t the apex level therc is the
Nat;onal «gricultural Marketing Federation (CMPF) which '
undertakes limited marketing activity as well as exports.

The Bank for igriculturc and igricultural Cooperatives (BAsC)
provides, to some extent, finance for agriculturzl production
either through agricultural coopcratives or direct to farmer
members., The spokesman of the cooperative movement in Thailand
is the Coopcrative League of Thailand (CLT) which is a member
organisation of the I.C, /.

REPORT Ci! SOCIETIES VISITED IIl TH/.ILAND

Nakornratchasima
Province

Nakornratchaosime Cooperative Federcotion Ltd,

27. This cooperative is a federal crganisation for

the province c¢ngaged in collcection, processing and marketing
Of paddy. It has 15 cooucrative members in addition to 154
individual members and a share capital of half a million Baht
(Onc Baht is cquivalent to approximately 5 US cents).

28, The total cultivated land in the province is
2,164,000 Rai (2.5 Rai makes an acre), Out of this 282,500 Rai
have been brought under irrigation, Other crops in the area
are vegetablcs and beans. We werc informed that out of the
totél estimated rice production of 324,000 metric tons the
Fedcration purchased last year cnly about 6,000 metric tons

of paddy.
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29. ~ The socicty does not provide any production
 credit;;howcvor, credit for cooperative marketing is provided
ih‘the @rocess of purchasc of paddy in the local market,

75% of its purchases are frum cooperatives and the processed
'ricé ié éold mestly to Thai Rice Company for export and a
Sﬁall quéntity is‘sent to the Cooperative Marketing and
Purchasing Federation (CMPF). It does not borrcw from the
Bank for agriculture and .gricultural Cooperatives (BAAC),
The collected rice is milled by the society in its own mill
‘which has a deily capacity of 80 tons. The mill is, however,
not working tozits full capacity and during the last year

it was able to process only 7,657 tons of paddy. The society
collects only a small portion of the total paddy marketed

in the province, and its membership is rather limited. The
purchase of land and the erection of godown and the machinery
for the rice mill has becen financed by the Department of
Cooperative Marketing and Credit of the Government of
Thailand, The total assets in the form of above property
amount to F1.8 million. The Team was informed that the
society does nOtféxPerience any shortage of funds and is able
to provide to members as much finance as they need for rice
purchase in the local market, It was not very clear to us
why the Federation could not enlarge the scope of its
membership and cover a wider area thereby increasing its
purchasing capacity.

30, The total turnover of the society during 1971

was six million Bahts and the borrowings from government

~ amounted to F900,000. The price of rice being very low the
Federation last year incurrcd a loss of E83,000. The position
has now improved and the society has earned during the

year 1971-72 = profit of #290,000. The Federation accepts
time-deposits, and short-torm deposits from members and pays
interest on time-deposits at 5 to 7% mer annum, The average
amount of cooperative loan to individual farmers in this afea
was B3,000 ~nd this being short of the total rcquirements they
have invaricbly to borrow from other sources.
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31. The society can obtain additional deposits but is
unwilling to accept them as it docs not know how to invest

the additional funds, The share capital of the societyy

which is rather limited compared to its business, is expected
to be increased as it has rlans to convert the future dividend
earned by members into shares, The total assets of the society
amount to B3,147,000 and it expects to be self-sufficient

after repaynment oOf government loan during the next eight

years, The Federation supplies to members, agricultural inputs
such'as fertilizers, agricultural chemicals, and also provides
extension scrvices and education to cooperative members,

It does not have trained managerial personnel,

. Froblems

32, . The major problem faced by fhe‘Féderation was

of constant price fluctuations in the local market and its
inability to correct the imbalance owing to its limited per-
'céntagé of turnover compared to the total rice marketed in
the province, The Federation often faces the problem of
accumulatedbstocks when it fails to f£ind buyers of processed
‘rice. The Thai Rice Corany buys its rice only for export
anl this demsnd is dependent on international market conditions.
The Federation has a very‘poor market intelligence service
and its communication link with member cooperatives is far
from satisfactory. The business link with CMPF and BAAC
was rather perfunctory, There was complete absence of ‘long-
term planning in the organisation, Most of the problems have
~arisen duc to the weak menbership base .of the Federation,

Socngnern .gricultural Cooocrative Ltd.

33, This_éociety is also located in the Nakornratchasima
Province, ‘The poPuldtion in the area of Qperation of the
socicty is 40,000 divided into 8,400 families. The cultivated
:areavis 67,510 Rzui, The average annual rainfall is 1,359 mm,
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We were informed that the water suyply 9051t10n was .
satisfactory owing to the cxistence of two irrigation progects
in the area,  .The soil is furtile and does. not need much of.

~ fertilizers, ‘The,main crops grown are rice, kenaf, maize

and mung beans, . The socicty handles mostly rice,

Enlorged Multi urpose Sccicty

34:' The Socongnern society is a recently reorganised
ﬁuitl uruosu society through the merger of 43 rural credit
'édoperah.ves.' It has 664 individunl mecmbers who are divided
into 15 groups in different villages, The 'society provides™
‘eredit for production and marketing on short-~term and medium-
'term'basié;;:Tha total loans advanced for the year ending
<31 Mafch,:l972 was B2,852,899.06, The society borrows its
operational funds partly from the Government Guarantee Furd-
and the CQOpgratlve Promotion Fund and partly from BAAC,

The average credlt need of the member, _we were informed,

is about F11,000 r ger member 50% of wthh is provided by the
society. The Society supplies agricultural inputs to the
members in the form of agricultural equipment, chemicals

and fertilizers, most of which is purchased from the CMPF,
We werc informed that the socicty was able to mect 65% of the
total input requiréments. 4 part of the inputs are given

in kind. | | |

35, The society, which is a member both of the

" provincial fedoration as well as the CMPF, markets its rice
in the opcen market., Although no definite figurcs were
available of the total quantity handled,‘we werc informed
that the society marketca about 20% of the total rice
_precduction, It 1s trylnc to improve the milling in order to
produce 100% unbroken rice, Out of the 664 members, 536
members produc§>ri¢e and market it through the society.



16
Undcr~utilized Rice Mill

36. The society owns a rice mill and o warehouse. _
The copacity of the mill is four tonnes per day for 12 working
hours and the storage capacity of the warchouse is 20 tonnes,
The scciety has a pick-up van for collecting agricultural
produce from the members und for supplying agricultural inputs.
The funds for the creation Of thesc facilitics were obtained
£rom the government and the BiwiC, The society does not fully
utilisc the rice mill capoecity for want of technical personnel,
We were informed that the rice mill was establishced because

of the demand from the members, but no satisfactory explanation
was available as to why it was necessary to establish the rice
mill éven tnouch  the mill operated by the Provincial Federation
remained under-utilised. o

37. ~ The socicty provides extension and cducational
services to thc members and gives agricultural equipment on
hire,

Problems

38, - 4althouch the society is fairly well-organised

there were ‘several operational difficulties and drawback$

The society had a very small membership compared to the total
farming »opulation in the creca. It does not purchase the
total rice produced by the farmers., We were informed that
lack of funds was the main reason for not increasing society’s

membership,

39. The society does not integrate its marketing
activities with those of the Nakornratchasima Cooperative
Federation and the  GMPF in Bungkok, It is not in a positiam
to check pricce fluctuations in the market on-its own as this
requires the support:of the higher lovel federations,

40, The society has not been able to help members

in diversifying their crops. .lso it does nct have trained
managerial personnel,
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pPakchon ‘ricultural Ccopcrative Lid

41, This socicty is also locatcd in Nakornratchasima
Province and operates in an area of 967,000 Rai farm lands.
Most of the lands have been recently brought under cultivation
and the present crops grown are maize, soyabeanis, cotton,
banana and other cash crops. The climate is temperate and
most of the lands are situated at about 300 ft, above the

sea level, The average annual rain £all is 1,635 mm, Irrigation
through a reservoir is possible and some membel s have
individual wells to irrigate their lands. The individual
farmers holding in this area is above the average land holding
in Thailand.

42, - The total production of maize in the arca was

about 33,000 metric tons and the society purchased and supplied
to CMPF about 9S00 metric tons during the year 1971, Some

- members of the society sold their maize direct to traders in
the local market as the socicty was not in a position to

assure a definite price to the farmer producers. We were
informed that CMPF usuclly scnds its market information through
Post and not by telegram or through tclephoae,

Incrcasing Doeposits

43, Out of a total of 21,706 hcouseholds the society

has 450 mcmbers divided into 21 groups. The share capital is
#174,550 and <hwe ovmed funds amount to 1,118,420, The society
extends producticn credit to farmers uptc 80% of their
requirements which average to 10,150 per mcmber, Some part

of thce loan is given in kind. The society borrows from the
Department of Cooperative Marketing and Credit ond also from
the B.auiC. It accepts deposits from members at 4% rate of
interest and the total deposits at present amount to 150,000,
We were informed that the deposits are on the increase. The
BisL would be in a position to advance more loans to the society
if the socicty was in a position to increase its share capital

and the reserves. The socicty prov des agricultural inputs to
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the mombers in addition to agricultural equipment, Most of
the supplics are brought from the local market and the rest
fron the city of Bangkok, Inputs are given against both

cash ond credit, We were inrormca that the society is able
tc provide 88y of the total input requirements of its members,

virgin Soil

44, The society is located in an area which has been
rccently reclaimed for cultivation, Jdthough the virgin soil
yield bumper crops in the initial years, the production ratio
was now gradually decreasing, Irrigation is possible with the
construction of wells. However, as the elcvation of the land
was much above the sea level the cost of construction of wells
was very high and it was not possible for the individual members
to invest this amount. The farmers are, therefore, changing

to other crops such as suger, zpple and beans. It may be
necessary for the society to assist the merbers in establishing
irrigation facilities and in purchasing agricultural chemicals
at reasonable rates, The sceclety will have to evolve a
programme of diversification of crops in viow of the difficul-
ties faced by members in maintaining present level of

production.

45, The agriculturnl chemicals supplicd by the

Thal/Japan Chemical Cc, (TJC) were costly and it was not possi-
blce for the farmers to use them in large quantity. We were
informed that the wsian Meize Centre was located near this

aree and experiments were being conducted to evolve suitable
methods of maize production to suit the climate and geographi-
cal conditions in this area. The Centre was also trying to
grow new varietics of seeds to maintain steady production,

Pricc Unccrtainty

46, The society markets most of its maize through

the CMPF in Boangkok. & seasonal contract is cntered into with
CM-F and most of the maize is sent for export. The price
fluctuations in maize re not known to the society sufficiently
in advance to determine the shipment schediles, The average
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price paid by CMPF at the time of cur visit was §l,084 per
ton (grose nricc) and the net amount credited to the society
came to abcut F900, s the socicty is located near Bangkok
it sends its shipments through trucks therecby incurring
heavy costs on trensgortation, It dces not own 2ny facili-
ties such as warchouses, Jdriors,ctc, We werce informel that
although the CLF knows about the price 30 days prior to
the shipmcnt, such market informesticn is not speedily

made availzble to the socicty, Wce wore assured that if
markxct information was available sufficiently in advance
the society would be in a position to deliver morc malze

to the CHPF.

47. The Cil’F charged the society the actual

costs for drying and exportation in addition to 2% commission
for marketing the grain, Tha socicty lealers complained

that whcreas the private traders were willing to pay ready
cash for purchase of maizc in the local market, it took

about two moaths for the GF toe scettle the accounts with
the society.

48, The Team alsc f£clt that the society was not

able te usc its funds to its best advantage. It was necessary
to get proper advice on financial management to ensure
maximurm use of the available funds, s the society has
inadequate information about the local market it can neither
improve its marketing performance nor assist CMPF in rationa-
lising the total marketing structure, Some of the
Jifficulties faced by the socicty werc high exoenses of
handling and transportation, hich rate of intercst on
marketing advance, lack of timely alvance from GiPF, lack of
market information, inabkility to make outright »purchases,
iack ©f specdy communication with members and lack of trained
rersonnel,
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CHuIiL.S PROVIKCE

Choinge Couserative Peloration Limdted

49, The Federation was organigad in 1268 by
amalgamating the previous npaddy marketing ccoperatives,
agricultural coopceratives and land cooperatives, It has

12 cooperative members with & share capital of §57,700,
Bzsic informaticn about totel cultivoble land in the area,
total number of housenclds and the nwaber of societics was
not available, The Federation ciigages itseli in credit and
marketing ectivity and also operates a rice nill to which

& warehcuse has been attached, It has borrowed from
Cooperative Yromotion Ffund 2.3 million bahts at 2% rate of
interaest for cstablishing the rice will ond cther facilities,

The owncd funds of the socicty are very small,

Ho link-u. of creldit and marketino

50. - It alvances credit up to 100,000 to member
societies and murkets the paddy delivered to it by the
societies for processing, There was no link-up of credit and
nmarketing, The Federation purchasoed only 6,000 tons during
the previous year cut of the totol 200,000 metric tons
wroduced in the area, It was herdly equipped with any
information concerning aariket irenlse the total arrivals in
the market and the eily surchascs l»r the tralers, Most of
the rice was sold to Thed Rice Comgzny and tiho rest to
marcinants in Bengkok.  dout 204 wos scold to the local

consurieirs,

51, The sucicety docs not sugply inputs nor does it
provile extensicn services, Mojority of the staff members
2L the socicty were poid by governmant, The federation

igs still incurring losscs,
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Problems

52. Tﬁe study Team fclt that the Chainat Cooperative
Federation is one of the most ill-cquippel Federations at the
provincial level, It has & very weak membership base and its
financial position is most unsatisfactory., It depends solely
on government funds for rost of its funds aond its management

was regulated mostly by government officials,

53, | The rice mill opcrated by the Federation needs

a thorough rcecorganisation., The present percentage of broken
rice is so high that it will never be possible for the
Federation to break cven at this rate, It necds proper
inventory contrcl and guidance in financial management, Its
marketing activities need to be completely overhauled and
placed under trained managerial personnel. 1In the present
circumstances it cannot borrow from B.iu.C because of its
weak capital base,

Khuan Chcovhrava Cooperctive Limitcd

54, Before visiting this society the Study Team had

the opportunity of visiting the office of the Sappaya Multi-
purpose Cooperative Project ¢stablished by the Government of
VThailand with technical anc financial assistance from the
Government of Taiwan., This project cims at improving agri-
cultural productivity through intcensive methods and by re-
structuring the irrigation system as well as by improving
farm management and records,

S5. The man Chaophraya Cooperative functions

in the area of opcration of the above project and works as a
multipurpose cooperative in close collaboration with the

Chinese cxperts attached ©o the croject., The total area covered
by the project is 41,000 Rai whilc the society covers only

3,000 Rai, Irrigation is partly provided from the Multipurpose
<roject, The rainfall is 1,100 mm, per year, The area lacks
minor irrigaticn to support the major irrigation started under
the project, The scil vories from clay loam to sitty clay and
has low fertility., The main crop grown during the rainy season
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is ricc, During the dry season malze, soya becan, mungbeans

and aich other crops are grown,

56. The socicty has 780 membors with 21,006, 360

as share capital., The totol assets come to P1,628,869,

Thé turnover of the socicty is on the increasc and it has been
making profits for the lzst throe years, The society gives
short-term and nmedium-~term loans mostly for production, Bulk
of the loans arc given in kind mostly in the form of
fertilizors, chemicals, agricultural equipment and feedstuff,
Society accepts saving and fixed deposits from the members
which totalled over E50,000 at the end of 1671, It borrows
from the Government Guarantee Fund and from thce BasC, It is
able to meet about 65% of the average credit needs of the
individuzal farmers which come to Ell,000 per member, It is
able to provide 90% of the inputs recguired by the farmers,

57. Technical guidance and extension services

are casily zvailable to society members because Of the close
vicinity of the Multipurpose Project and the availgbility

0f services of the Chinesc experts, 7The socicty has been
fortunatc in getting expert advice concerning crop diversi-
fication, soil conservaotion, irrigation, oxtension and member
education, 7he fund creatod for member education is utilised
at the discretion of the Board of Directors, z4bout 35 Rai

of land has keen set aside for the purpose of demonstrating
ricc cultivation methods, The rProject has helped a great deal
in increasing agricultural groductivity in the area covered

by the society,

58, There was hardly any markcting activity in the

society except occasional deliveries of rice to the Thai

Rice Company and to the Chainat Cooperative Federaticn., The
Study Tearm was not able to identify reasons for the unwilling-~
ness on the part of the saciety.ta undertake marketing activity.
We were informed that the gociety has applied for loan for
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establishing warehousing and other facilities after which
narketing activity may be undertaken, Through increased
productivity the Society has created a base for improving
living conditions of members and has given them a very good
opportunity to be szlf-sufficient.

59,

There was comploete cbhsence of long-term

.planning in the orgenisztion., No information was available
regarding the cost-benefit ratio for different activities.

The Study Team felt that as the sSociety had entered the second
stage of its development, it was necessary for it to plan

a long~term programme for future supply and marketing activity
‘;Lwhich will eneble the farmers to derive full benefits which
“i;aVéwéccrue& to them from the increased productivity. We

" werc informed that in the case of soyabean, the farmers
have demonstrated their determination to sell through the
““¢ooperativo in view of the profitecring by the local merchants,
In this casc the farmers refused to sell soyabean to the tra-
ders who demonded the produce at o very low price. This
resulted in increased price for soyabean marketed by the
farmers through the Society, K ‘
60, The Socicty nceds trained personncl for

supnly, markcting -nd financial management, It also needs
trained counterparts who can continue the project work after
the terminction of the project started with Taiwan assistance,
The Society has = very good chance of success provided it
adopts. scientific methols of management, financial accounting
and also undertakes marlketing operations to bring maximum

returns to the farmer producers.



SUKOTHAL PROVINCE

Savangkalok mpnd Cooncrotive Ltd,

61, . The society is locoted in the northern province

of Sukothai with a comparatively high rate of membership.

The total lond owned by the farmers is 111,580 Rai. The

lands are mostly dependent on rain water and well irrigation
and arc generally suited to grow all kinds of crops. The

main crops are maize, cotton, soyzbean, paddy, blackbeans,
chilly ond sugercane. The average annual rainfall is 1,320 mm,

62, The society has 3,386 members and its share

capital is ¥5,385,561. The average annual credit given by

the society to the members for production purposes is 55% of
their total requirements namely ¥10,500. The loans are given
both in kind and cash., The agricultural inputs provided are
fertilizers, chemicals and agricultural equipment. The

society does not borrow from BAAC and most of the funds are
obtained from the Land Cooperative Department of the Government
The society isg affiliated to the CUFF in Bangkok., There is

no cooperative federation for Sukothai Province,

Logning Opcrationg Strceanlinced

63. The total turnover of the society last year
exceeded 11 million Bahts, 2nd the net profit was B463,159.
- The profit during the last year was lower than the previous
year due to drought conditions prevailing in the province. The
cstimates for the next year wcrce 2lso very conservetive in

- view of the unsteady weather conditions. The Society has a
very elaborate procedurc laid-down f£for granting loans to member
farmcrs. It has arca committces which scrutinize the applica-
tions and the final approval is given by the Land Cooperative
Officcor ~ttached to the socicty.

64, The Society is actively engaged in marketing

and has continuocus cperational link with the CMPF in Bangkok
to which it delivers substantial quentities of mezize for
export. Laost year it delivered to CHMPF more than 5,00C tons of




meize for axport valucd ot more then 5 million bahts,

Othcr “agriculturcl produce erketad cncunted to more than

cne million bahts, The socicty hng zleo trained staff to
collect marizct information., Regular visits zre paid by

its markct analyst to cvalucte thoe prices and errivals in

the merket and o report cn different commoditics is submitted
to the manager The Society scnds its commodities to

Bangkcok eithor by rail or by rozad., It gets 15% commission
on the freight paid to the railwoys,

65. - The management of the society complained that it

““ has to pay heavy charges to the QMPF for its handling of

the market opcrations for export, The commission taken by
thé.wrﬁvgtg tradoers was only 1% whereas the CFPF charged
2%. ° Also the GIF charged for storage if thc cxport was
delayed. The cmpty gunny bags rcturnced from Bongkok were
Chostly damsged. It took two months for the QIFF to settle
faGCOunts ani the prices €or which the commodities sold are

“not known in advance. Woe were informed that the traders

in sawznkalok morket had better infcrmation cbout the Bangkok
“market than the informctic: reccived by the society from
“the GEr, It wos, lifficuit to convince thce farmer of

the need for delivering his produce to the society in the

absence cof o Jdefinite dnfornntion on srice,

Storoge facility neoc:d

66. The Society locks facilities for storage and

-wants to have its own dricrs so that moisture laden grain
need not be traonsported to Bingkok at a heavier cost, The
scciety alsc would .like to have a godown in Bangkok for
holding goods if neccssary, before oxport.

67, The society has o trained moncger and fairly
knowlcdgeable staff at its disposal, In gencral the society
is 2 wcll organiscd institution with multipurpose functions.
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It has an cenlightened management and would be o leading
institution ia thc provincc but for the difficulties it
faced vis-a-vis the marlet in Bingkok ond for want of timely
supporting services from the (MPF, The socicty has zlso
organised on 2 nodest scalec extinsion services and member
cducation, |

The Cooperative sicrketing and Purchasing
Poderation of thnilsnd Linited (GRT)

63, Tha Coosperative piorlkcting and pPurchosing

FPederation of Thailand (CpF) is the. successor to the Bangkok
Farm Producte Cooperative which earlier handled maize exports
to cocperatives in'Japan, At prescnt the CHPF mostly exports
maize collected from its member organisations in accordance
with the dccisions taken by the Thai-Jopan Joint Committee
which determines annucl guota for export. Last year, the

CMPF cxportaed 80,000 metric tons of maize in addition to

small quantitics of soyabeans and castor seeds. 80% of this
madize comes from member cooperatives and the rest is bought
from the local market. ncize is accepted for export according
to a prescribed standard and the prices are paid on the
basis of the moisture contents and cther quality specifications
The CHPF has its own storage and drying facilities in Bangkok
and the societics delivering grain for export have to pay for
utilising these facilitieés. | |

6%, Japon is the biggcest buyer of Thai maize, Out

of 2 total quantity of 925,000 metric tons of maize bought

by Japen during last ycar UNICOOPJTaPAN (Trading Co, owned

by agricultural cooperatives in Japrn) Branch Office in Bangkok
was responsible for exporting 110,000 metric tons to its

principals in Jopan, Under an agrecment, the Japanese
cooperatives exteond to CPF =n advance towards the export

price six months pricr to the date of shipment. From ocut

of this amount, CMPF provides marketing advance to member
coperctives to cnable them to pay tC thé farmer members

a certain percentage of the costs for maize delivered for export.
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The actual price is known at a later date and the accounts
with the :member cooperatives are settled within a period of
“two months., The CMPF has six advisers for improving
marketing methods of the cooperative éocieties. Most of
these advisers are extension workers trained at the Kasetsart
University in Bangkock and in the Philippines, It had
organised during September 1971 a seminar on Collection of
Maize Practices,

No Funds from 3aaC

70. The CiPF does not give production credit nor

does it have any funds for this purpose. It is not in a
.position to borrow from the BAAC for the marketing purpose

in view of the high rate of interest and the unwillingness

of the Bank to providec marketing advance. The CMPF has been
incurring losses due to heavy operational expenses and a

high rate of interest on the borrcwed capital, It is dif ficult
to obtain any funds from the Government for enlarging the

scope of its marketing operations.

Agriculturcl chemicals cistributed

71, The CMPF d@istributes agricultural chemicals

produced by the Thai-Japan Chemical Company (TJC) in Bangkok,
All the agricultural chemicals required by the member
cooperatives are distributed through QMPF zgainst a
commission, Of the total production of TJC 20% is distributed
through CvMPF z=nd 80% is sold through private agents., It also
distributes fertilizers imported from Japan and during 1972,
it expected to distributc 18,000 metric tons of fertilizers

to its member cooperatives.

72, The impression gathered by the study Team
concerning CGHPF was that it has not yet fully developed
into a national marketing federation, It functions only as
a sort of procurement agent for the maize to be exported
to Japan under the Thai-Jupan Joint Committee agreement,



It has not undertaken any sizeable cxport of other

commodities nor has it investigated sc far the potentialities
in this dircction, It hos o very leoose link with its members
and apart from the barc transacticons related to the collecticn
and export of maize, there is no continuity of contracts
between the CMPF and its menbers.

73. The P also suffers for want of funds and
unless it widens its boasce through increased membership and
strengthens its finnncial pesiticon through added marketing
activity, miy aot be able to functicn as the national
cocperative federaticn in the recl sense.

Bank for igriculture and agricultural
Cocperatives (BaiC), Bangkok (Thailond)

4. This Bank has been crected to provide production
credit to farmers and members of agricultural cooperatives.
It has a share capital of ¥1,005,50 million mostly held

by the government., Only 12% million bghts worth of shares
are held by the cooperatives against shares worth 993
millicn bahts by the government,

75, The number of direct borruw1ng farmers is

more than the numker of farmers borrowing through c00perat1ves -
direct borrowing farmers 260,000 farmers becrrowing through
cooperatives 150,000, For cvery 2,000 bahts borrowed,

the cocpefatives are reguired to buy shares worth F100,

The rate of interest is 9%, and on outstanding loans 12%.

Reluctance to lend for marketing

76. The Bank lends mostly for pr Jluction purposes,
We were told that the Bank Jdid not lend for marketing

vurposes for the followiny reasons,

i) 1ost of the morketing cooperatives were not viable
and have been incurring heavy losses. The Bank
would be willing to finance the marketing activity
if the coopcretives were large and viable,
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ii) The Bank dces not have the right to audit
the accounts of the morketing cooperatives.
The managenent of the Bank feels that it should
have the richt for an interim audit if it is to
finance marketing activity.

iii) ¥For want of trained managers the cperations of
marketing cooperatives are not efficient.

iv) The leaders also need training in order to
rationalise organisaticnal and business structure,

v) There is a neead for more strict supervision

of marketing cooperatives.

77. The question of financing the marketing activity

of the CMPF was discussed with the lianager of BALAC, The
Study Team was informed that the bye-laws of the CMPF do not
permit borrowing from the Bank. The Bank management feels
that the CHMPF is not a truly marketing organisation represen-
ting agricultural cooperatives because many Of its members
are consumcr cocperatives. The Bank was willing to finance
creation of fazeilities such as silos, driers,ctc., There

was an urgent need for cvolving a satisfactory arrangement
for enabling QMPF to obtein marketing finance from the

BaalC,
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PiRT II

RECOMNID. TIONS

78. The Study Team members were very happy that

they had the opportunity ©f visiting cooperatives with
different organisational structures functioning in the
context of varving econonic conditions., The visits to the
two provincial federations also cnobled the study team

tc assess the resvnt stage of development ©f the feder al

3

structure ¢t the nrovincizl level and the extent of business

v

and other relationship developed between the provincial
federation ond ther primary member cooperatives. The
visits to the Cooperative MHarketing ond Purchasing
‘Federaticon and the Bank for igriculture and sgricultural
‘COOpGr&tiVQS in Bangkok gave us the opportunity of generally
understanding the national structure and the role played

by these two organisations vis-a-vis the socicties visited

" by the Study Team in the three provinces, | .

PRIMRY COOPER,TIVES

Limitced Membershin

79. The first imsression we gothered from our

visits to the various cooperative organisations in the field
was that these cooperatives were not in real scnse represen-
tative organisations of the faorm families in the area of
their operaticon, One society has made relatively good
progress in achieving thesc objectives., However, the general
situztion in all the societics was thot the membership base
cwas very weak, In the cbhbsence of the support by 2 majority
of the farm houscholds, the soclietices hove not been able to
reclly asscss the total agricultural znd cconomic situation
in tho arce ond consequently hove not been able to service
the memiers in order to meet their tetal requirements, We,
therefore, feel that offorts should be initiated in the very
near futurce towsrds enlistment of morce members so as to make
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the cooperatives surveyed by the Study Team broad-based
organieations both representative of the area and responsive
to the necds oOf the local forming community.

Not jwlti-nuroose in action

80. «nother impression gathered during the visit

was that the socictics were not in a real sense multipurpose
cooperatives although most of them claimed to be so, Majority
of the societics had becn recently rcorganised as multipurpose
cooperatives and have not yet been able to undertake all the
activitiecs which a multipurpose cooperative in the modern
sense is expected to do, The result of this haphazard growth
is that even though the societies have been instrumental in
bringing somc benefits to their members by activities in one
dircection, the absence Of supporting services in other fields
have tcken away most of these benefits from their members,

For other services which are not handled by the cooperatives
the members have invariably to go to private traders or money-
lenders, The study Team feels that the government, the CMPF
and the Cooperative ILeague of Thailand should evolve a common
action programme in order to reorganise the structure and
scrvices of thce multipurpose cooperatives visited by the ICA
Study Team ond ensure that these cooperatives are able to

function as truly multipurpose organisations,

8l. We would like to suggest tunat while reorganising

the éooPQratives as multipurpose organisations a definite
Jducigion should be tuken concerning the various departments

to e sct-up in these societies in the context of their '
activities., These departments should be entrusted to persons
who have Doth the knowledge and the technical ability to handle
the responsilbilities entrusted to them and to their subordi-

nates,
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82. In vicw of the limited merlxership, the

socicties have a weak cogitzl bhasce with the result that

they zre not able to cbtain sufficient funds for financing
proauction and marketing activities of their members., We
asswae that increasing share capital will considerably
increase the financial pesition of the scocietics and will

alsc help thoem te strengthern their lending activity. Share
capital, however, itscli will not hcelp in providing sufficient
funds as working capitel, also in view of the absence of
suitable londing institutions it may not be possible to

borrow adequate operaticonal funds from external agencies on
the Lasis of incrcased share Cepital, We, therefore, feel
that the socicties should meke every effort to mobilise savings

in the rural arezs and strengthen their working capital,

Planncd prciuction ond Budgetin

83. Th¢ socicties surveyed by the Study Tea

function mostly on an =G hoc basis hendling their day-to-day
proklems as a2nd when confronted with them, There was hardly
any evidence of advance planning ~nd periodical evaluation

- of the necds of the members as well as of the performance

of the crgaonisztion in the fulfilment of such nceds.

84, We would like toe suggest thet the socicties

givé’more attention to organising planned production of
‘agricultural commoditics Dy assisting the members through
budgeting, form suidanee and farm meonagement. To enable a
’sbciety ts assist the farmers in this directicn, it should
have its own annual production plcn prepared after taking into
Consileration individucl needs of farmer members. We would
like tc moke the following recommendations to this offect,

aaricultural Crelit

85.1 During the wisit to all the four multipurpose
Cooperative svecicties we were informed that the average annual
credit needs of the individual faormers werc between 10,000 and
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11,000 bahts and that the societies were able to meet
around 50% of the total requirement. We assume that these
estimates of the credit requirement are purely for agricul-
tural operations and do not include the living neceds of the
farmer and his family until the crops are harvested., This
means that the societies are able to meet only a small
percentage of the total credit necds of the farmers, Our
suggestions in this regard arce as follows :

85.1.,1 The society should make a realistic appraisal
of the total needs of the individual farmer for
meeting all his expenses including the living wages.

85.1.2 We feel that as a pilot experiment, the four
societics should meet thc total credit needs of
all the menbers for a period of five vears,

85.1,3 We suggest that the four multipurpose societies

' " should insist that a member receiving adequate
cradit should enter into a marketing contract with
the society to cnsure that the total marketable
surpius is marketed by>him through the sociéty soon

after the harvest,

85.1.4 Discussions should be initizted with the BAAC
to secure necescary funds for mecting the total
credit needs of manbers of the four societies. We
suggest that, if necessarv, interim audit or super-~
vision of the BasaC should be accepted if it feels
that these conditions must be met with before adequate
crciit is approved for the four societies. It will be
helpful if the Bank can agree to a concessional rate
of finance for the societics to be covered by the
pilot projcct,

85,1.5 The borrowing socicty should slso enter into an
agreement with the BAAC, The marketing agreementvto
be mcde with the members should provide that the
socicty has the right to collect its loan instalments

-



34

dircetly from the sale procceds of the commodities
marketed on behalf of the members so that the

incidoence of overduces could be avoided,

Supply of sgricultural Inputs

85,2 alost all the sccieties visited by us supplied
agriculturzl inputs to thoeir members. Most of the supplies
were drawn from or through the CMPF, These activities
however, nccd to be strengthened in view of the fact that

we have earlier recommended the introduction of farm guidance
activities in cach of the four organisations, &t present

the inputs supplied included fertilizers, agricultural
chemicals ~nd agricultural implements. We feel that the
societics should also providc sceds to the members. In addi-
tion, the houschold requirements of the farmers should also
be provided by obtaining them from the wholecsale market,

It may bc possible for the CMPF to secure these supplies

and distribute to the member socictiecs., We would like to

see thesc¢ societies supplying the total needs of the farmers
both for agricultural operations and for their domestic

usc,
Marketing of .gricultu, 1 Producc
85,3 We have already referred to some of the major.

Problemns faced by cooperative societies in the three provinces
in respect of marketing. We have z2lso drawn ~ttention to

some cf the drawbacks in the organisations surveycd by us and
the cbsence of relizble information concerning marketing
operations by competitors in the field. The general impression
of the Study Team was th=t marketing was by far the most
neglected activity in thc six organisations although it ought
to be onc of the most important fields of activity for a
multipurpose organisation, We believe that these organisations
have @ good sotential of developing into major marketing ’
institutions if a proper coordination is developed among

the cooperatives at the local, provincial and at the national
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levels and if a faster 2nd more eifective communication
link is establishcd among themn.

rolloving are our recommendations in respect
of markcting.

€8.,3.1 To begin with, the four primary cooperatives

surveyed by us should immediately undertake a survey to
determince the total agricultural production in the area

and to assess the total marketable surplus as well as the
quantity marketoed by their members, They should also identify
the various channels through which members sell their

producé and after interviewing the individual members

identify the reasons for their prefcrence for particular
channels,

85.3.2 'The socictices should also collect detailed
infornation conccrning trading practices of the traders

in the local morket, their modc of operations, their links
with dealcers in Bangkok, their mode of payment to the farmers
and the manner in which they collcect agricultural produce
from the farmers. The socicty should be aware of any mal-
practices f£ollowed in the market,

85.3.3 Thesc cooperative socicties should also survey
the existing facilities in the area of their operations
for storage of agricultural produce and the various modes
of transporting the produce to the terminal markets, The
capacity of storage gudowns should also be assessed.

85,3.4 uiter the ebove information is collected the -

societies should study the results of their surveys, and

in the context of the prcoblems identified should try to

evolve policies and procclures aimed ot winning away the
members and other farmers from the traders and for establishing
facilities and procedures for marketing increased volume

of agricultural produce.

85,3.5 We £
1

¢el that the four multipurposc societics
alonc will not be oble to do the above survey, It will be

nccessary for the CMPF ond thoe Cooperative Department to provide
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the scrvices of an export to assist the societics during
the initial period. .fter collecting the information the
expert should process the information and make available

to thc socicties the findings of his enquiry.

85.3.6 Each of these societies should have a market
rescarch and intelligence department, The main responsibi-
lities of this department should be @

i) to collect upto date market information,
ii) to collect Jota concerning prices,

iii) to compile information concerning all markets
which handled these commodities and

iv) to process the information and data for the
use by the management of the sociecty.

85.3.7 The marketing cocicties should have at lecast

the minimum necessary facilities for receiving agricultural
produce, storing it for short duration, drying it if necessary,
grading and for trangportation, If these facilities

arc availible with the provincial federations and if some

Of these facilities can be used by the primary societies,

it would not be necessary for the multipurpose societies

to themsclves own these facilities,

85,3.8 The m:rkéting mznagement should be in the

hands of a person who is trained for such a job and his
decision ccncerning all marketing operations should normally
be réspected. We would like tc suggest that there should

‘be a proper division cf responsibilities between the
markéting manager and the manzger of the society, If the
manager of the society himself is alsc in charge of marketing
then we would like to suggest that the divisicn of
respongibilily should clearly be marked bctween this manager
and the non-cfficial leaders of the society,
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Standerdiscd .ccounting

85.4 With o view to cncble all the socicties, their
federations and the CMPF to effectively deal with each
other, and to facilitate the exchange of information and
acccunts, we suggest that o standardised accounting system
should be introduced in the four societics, Suitable forms
for such accounting system should be developed by the CMPF
in consultation with the Cocperative League of Thailand and
distributed to the societics and the two provincial federa-
tions. This system could later be extended to other
societies in the country.

85.4.1 The societies should have trained personnel

for accounting, inventory control and financial management.
Such staff is indispensable for maintcining systematic
accounts, for controlling stocks and for ensuring proper

recycling of funds round the year,

Inproved Comnunication with Mombers

85,5 The society shoulld Jdevelop close communication

with their farmer members, This should be done through
periodical mectings, through publicity and through periodical
communications sent from the socicties advising the members
on production, supply and marketing operations, Our visit
gave us the impression that people in the rural areas in
Thziland had casy access to communication facilities such

as radic and television, We fecl that the CMPF and the
Couperative Department should explore the possibility of
using these mass media for educating the farmers and coopera-
tive members, Programmes concerning agricultural'cooperatives
should be broadecast on radic and television and these
programmes should be prepared in consultation with the CMPF

and the provincial federations,

Develop Model Sceictics

85.6 We £oel that the six organisations visited are
basically sound institutions and given the proper opportunities
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and support, should be able to develop into full-fledged
multipurpose business institutions responsive to the needs
of their members. Thesc institutions can also becqme in
due course models for being copied in cher_perts of
Thailand so that measures and rerXorms, initiated in these
organisations, will have"a'multiplier effect “in: other -areas
to the greater advantage of the cooperative movement as a

whole,

PROVINCI 4L FEDERATIONS

and Management pPractices

196;5 Referenco has already beeén made to the present

state of mar! keting and managemcnt practices of the two
federations visited by us namcly the Nakornratchasima
Cooperative Federaticn and the Chainat Cooperative Federation.
As stated eariier, the two federations have a _long way to -
go in achieving their objectives of becoming the central
cooperative institutions for the respective provinces through
their- supply and markcting llnk—up with the prlmary
COOperatlvcs on the one hand and with the CMPF on the other
The two federations woull not be in a position to offer
effectlve support services and facilities to the prlmaries
unless they widen their membership base " We suggest this
should bb done in the near future, R

2 for Market Research

87. These federations should have an important
department for market research and intelligence which will
not only assist them in these two subjects but elso help'
“the primary member organisations in strengthening thelr ‘
marketing research and information services, The present
;fposition of the organisations in this respect is so un-
satisfactory that unless. they inform themselves of the
happenings in and around their areas of operation it w1ll no



39

longer be possible for them to function as effective
processing and marketing agencies, These federations
should also have specialised staff for different functions
such as @ccounting financial manggemcnt, 1nventory control
and cost accountancy.

Iwo-way, Fast Communication sttcm

88, ~: The ;ederatlons should be in continuous touch

with the primaries societies and, as far as possible,

should be linked-up with them by telephone so that continuous
consultations are possible concerning supply =nd marketing
operations, We éo not believe it is adequate for a marketing
organisation to communicate through letters when it comes
to reports on prices, availability of stocks and the demands
in different markets., The postal channcl should be used
only for sending perlodicgl market reviews and price

charts.

Silus:Organiéation

89. - The two provincial federations should maintain

a. staff responsible for sales promotion, The sales staff
should not only organisc cales of agricultural produce to the
markets but should also assist the primary cooperatives in
their sales promotion. The sales staff should be responsible
for periodical price survey in different markets so as to :
pin point the most bencficial channel for marketing the pro-
duce of the federations as well as that of their member

societies,

Performance ivaluation

90, The provincial federations should as far as ,
possible collect the agricultural produce from the primary
societies and market it in the most profitable manner, Only
where, because of the distance or because of the unavailability
of market outlets at higher levels it is not practical to do
S0, should the primary societies be left on their own to sell
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the producec of their hembers. There should be periodical
meetings for evaluation of the marketing activity among
the primary societies ané the federations so that proper
policy formulation for fdture tasks would be possible,

Cooperative larketing & Purchasing Federation
of Thailand (CHPF)

91,1 During our visit to mbst of the primary

cooperative societies, we gathered the impression that the
socictics were not at all very heppy about the'present role
played by the CMPF in assisting them in their marketing
operations, Almost all societics wanted the CMPF to be

more dYnamic in its marketing>activities. They desired that
the CMPF should look after all their marketing problems
rather than deal in a very restricted manner only in matters
connected with maize exports. Following, thercfore, are

our suggestions aimed ot stféngthening CMPF’s role as a
federal marketing orgenisation,

91.1,1I'In order that the CMPF plays its role fully as a
" ‘national federation for marketing and purchasing,
wc suggest that it should be reorganiscd as a purely
agricultural marketing federation with membership
support from most of the cooperative societies engaged
in marketing of agricultural produce,

91,1,2 The CHMPF should hove major departments dealing

’ with markcting rescarch, cost accountancy, financial
management, inventory control and publicity. The

“heads of thesc departments should be persons with

high level qualifications in their respective fields,
dpert from handling their tasks in the CMPF, these
departments should become the source fof information and
advice to the provincial federations and the primary
societics in all ispects of marketing and allied
activities, |
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The CMPF should have a group of supervisors

for periodical visits to the societies in the fields
and for providing -dvice to them on their day-to-day
problems. These supervisors should function as a link
between the CMPF, provincial federations and the
primary sdcieties. | |

The CMPF should handle 211 commodities which are
marketed by the primary societies as well as by the
provincial federations.

It should establish speedy communication links

with the member organisations, . If possible, a telex
network should be established, Information concerning
demand in the market, the prices and the time for
delivery of the produce by member societies should
be communicated to them by telephone or telex and not
by letters., We suggest that fixed time daily

trunk telephone calls (time calls) should be
permanently booked to ¢ach of the organisations deal-
ing with CMPF so that delay in bodking the call is

" reduced and a regular markct check is assured, This

91.1.6

91.1.7

link will enable =11 the societies to be in constant
touch with ceach other and also to take marketing
dcc151ons without much delay.

The CMPF should rationalise the use of its

warchouse and driers so as to reduce the handling -~
costs. Most of the sbcicties visited by ﬁs’complained
of high costs of handling charged to them by CMPF,

We suggest that unncecessary stocks should not be
accurmulated by the CMPF, A speedy cormunication
method suggested above will reduce thu need for
keeping unnecessary stocks,

We fcel that the CMPF should Operéto a fléet of

trucks for transporting agricultural commodities

from rural areas to Bangkok. These trucks should

alsc be used for sending agricultural inputs and other
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supplies to the rural areas, We believe that
these trucks, coupled with transport facilities
owned by provincizl and §rimary societies, will
increase the independeﬁcc of cooperatives for

" transporting their produce,

91.1.8

91.1.9

9l1.1.10

We suggest that the CMPF should consider introduction
of improved packaging methods for agricultural
produce, It should also consider‘using packaging
materials other than gunny bags for transportation
of grain,

We observed that the CMPF took more than two

months to settle accounts with the primary societies
delivering maizc for export. This is a very unhappy
position and we feel that this period should be
reduced to 15 days, As a marketing organisation the
CMPF should be prepared to take risk and should have
sufficient merket intelligence to determine the
purchase price in advance, As far as possible it
should start outright purchases of the produce of
member societies so that the societics do not have
to wait for recciving final accounts for the goods

delivered for export,

We recormmend that in order to absorb shocks

arising out of »neriodical losses to primary
cooperatives, a Price Stabilization Fund should be
created in the CMPF with contributions from member
crganisations, from government and if possible from
the Bank for Agriculture and agricultural Cooperatives,
Losses incurred because of market fluctuations should
be met out of this fund, A certain percentage of
turnover of each society should be credited to this
Fund from ycar o year.
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91.1.11 With a view to discuss all problems of marketing
and to make a periodical evaluation of performance
by oooperatives and in order to provide advice for
future guidance, we suggest that a Marketing
Congsultative Committee be cstablished in the CMPF,
apart from CMPF, this Committee should have as its
members, the Deputy Director for Credit and Marketing
in the Départment of Cooperative Promotion, a )
representative of Bank for Agriculture and Agricultural
Cooperatives, = representative of the Cooperative
Leaguc of Thailand and at least two representatives
of the Cooperative Marketing societies in the provinces
We suggest that at least one representative of the.
cooperatives should be from the three provinces
surveyed by the ICa Study Team,

92, - The manner of selucting the representatives

should be evolved by nmtucl cqnsultation.‘ However, we

fecl that a system could be evolved which can ensure
representation to all the provinces in rotation., This
cormmittee should meet at least cvery two months and should
lay down the policies and procedures for marketing operations
for a period of the next two months., Emergency meetings

of the committce should also be held, if nccessary, The
CiPF and all other agencies and departments involved in
marketing operations should generally formulate their
policies in line with the recommendations of the Consultative
Committec, 4any cooperative socicty or any mcember of a
cocperative should be frce to send to this Committee

points for its consideration,

Finance for iarketing

93, a common problem faced by almost all cooperatives
visited by us wes the shortage of operational funds, This
problum arose partly due to the weak capital base of these
cooperatives and partly duc to the unavailability of funds
from th¢ lending institutions, We understand that the CMPF
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gives advances to marketing organisations to enable

them to pay to the producers marketing advance in anticiba-
ticn of final settlement of accounts for commodities

" delivered for export, However, the funds at the disposal
of the CHPF were far short of the total requirements,

In spite of the advance credit facilities provided by
UNICOOPJAP 4, it has not been possible for the CMPF to meet
the total reguirements of marketing finance, In the earlier
paragraphs of this report we have recommended several
additional tasks for the CMPF which, if undertaken, will
entail mobilisation of additional resources and we 4o not
feel that the CMPF by itsclf will be in a position to raise
funds to this extent,

' 94; Wwhen the team visited the Bank for sgriculture

and agricultural Cooperatives we gathered the 1mpre381on

that the Bank was not unwilling to finance marketing activity.
Its reluctance to do so was due to the basic weaknesses
prevailing among cooperatives handling marketing and because
of the present organisational structure of the CMPF, After
examining the present sources for obtaining working capital
for cooperative marketing, we arrived at the conclusion that
the B.L is thc only institution which can provide adequate
operational funds for these societics. We, therefore,
recommend that the BaaC should cxamine the possibility of
providing operational funds to CMPEX, to the two prov1ncial
federations visited by us and to the four wultlpurpose
cooperative societies we have surveyed in Thailand, Marketing
finance to these socictics ghould be given ag & part of the pilot
experiment in order to gain exporience for cxtending the
Bank’s lending operations t¢ other societics,

95. . We reccmmend that the GiPF and the Department

Of Cooperaticn should discuss with the Ba/C the detailed
procedures that need to be evolved for cnsuring the proper
utilisation of funds provided by the Bank and we feel that
if necessary BiaiaC should be poermitted to audit the societies
which would borrow from it funds for marketing.
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96, The guarantee for re_ayment of the loans to be

taken by the multipurpose societics, the provincial
federations end the CHPF should be -rovided by the Government
for a pericd of five years, We hope thut after this

period the nced for such a guarantee would not arise and

thc normal guarantee provided by the respective institutions
-should be adequate to cnsure repayments to the Bank from

year to yecr,

97. We had discusscd with the socicties visited

by us the qucstion of borrowing from the BaiC., One of the
reasons for their unwillingness to borrow from BAiC was the
high rate of interest charged on loans far marketing operations,
We recommend that the Government of Thailand should subsidise
the rate of interest for a period of five years and provide
soft loans with interest rate not exceeding 5% to the

- cooperatives surveyed by us,

98, In addition to the finance which may be made
avaiiable by the BhﬂC.WQ suggest that the CMPF should explore
the »Ossibility of obtaining operational funds, wherever
possible, from the commercial banks in Thailand.

99, The overall aim of arranging marketing finance
should be tc ecnsure that the societies are able to secure
timely credit for marketing at a reasonable rate of interest.

Input-Output licnagement -

100, Refercnees have already been made at several

- wlaces concerning the nccd for streamlining the management
structurc of ccooperatives at different levels ond of

evolving 3 uniform system Oof accounting in the societies,

We would likce to stress that in thce absence of scientific
management of the cntire cooperative activity it will not

be possible for them to make marketing a viable proposition
even if the total volume of their business has been increased
and they are .ble to procure cnough funds for working capital.
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101. Following are the four areas in which gcientific
management necds to be introduced 3

i) inventory contrcl and manegement;

ii) £inancial maon - gements

iii) cost accountoncy; and

iv) input-output management.,
102. There needs to be developed a cooperative input-
output managument as given in the chart below to provide a
two-way communication -~ ot one end the individual farmer all
over the country and at the other the CMPF in Bangkok., In
between the farmer-member and the QMPY the provincial federa-
tions would rovide the interaediate link, &ach of these
organisaticns would be expected to provide services listed
under the two headings namely input management and output

" management,

In;ut ' Output
Manage- Individual Menbers (Farmers) Manage-
ment i . @nf
Techniceal 1 Collection of paddy
Servicesp Price Ssupport
Suyply of Gradation of Paddy
, Inzuts; Cre- Fakenong Liaison with local Fed,
dit facili- Transportation and
tics Storage of Paddy
Technical Price support
services; Collection of Paddy
Supyly of  S— Liaison with CMPF
Inputs; Cre- Storage
dit facili- Trans._ortation of Rice
ties

Collection of paddy

Technical '

services; o ; Price support
Sus;ly of , CLL Liaiscn with CMPF
Inouts; Cre-~ e e T storage

dit Facili- : A S Transpcrtation of Rice
ties

Thed Rice Co, | > Markoeting within

for Exports k 1 Thail:ind
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Managenent by Government Staff

103, We obgerved that in a number of societies the
government oificials worked as managers of cooperative
socicties at the provincial and the primary levels, These
officials have rendered very useful service in the day-to-day
managoement of the socicties and have given lecadership for
cvolving business policies., However, we fecl that management
by officials of the government should be withdrawn from
these societies and replaced by specialised personnel in

the respective fields., The dgovernment official should be
readily available for advice and supervision only when it is
absolutely ncecessary.

Training
104, 48 will be seen from the previous paragraphs,

emphasis has been laid on management by persons trained

for the purpose, Speciclised jobs should be entrusted only

to persons trained in their respcctive fields., The Cooperative
League of Thailand shoull undertake the entire responslbility
for training thu personncl mentioned in our repert,

In collaboration with Cooperative Department it should organise
trglnlng courses for technical personnel working in the
primary ond the provincial level cocoperatives and the programme
for this training should be drawn up in consultation with

the CHPF, The Cogperative Leaéue of Thailand should invite
lecturers from cooperative business organisations to ehéure
that training is given by the most qualified persons in the
respective fields,

105, The League should also crganise educational
activities for non-official leaders working in the cooperative
socicties. 1In this progromme emphasis should be on discussions
relating to organisational and leadership problems.
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106. «wrrangement should be made to secure

trcining focilities in ID&Ci for the technical jparsonnel
working in the four primary societies, the two provincial
federations and the CQMPF, This training programme should be
evclved to suit the specific requirements ¢f the management
staff working in the above societies.,

Crection of Focilitics

107. Oout of the six sccieties visited by us three
Qrganisationd had their own rice mill and godowns. These
facilities woere created from out 0f the soft loans provided
by thc‘Dc%artment of Coopcration, These loans given at 2%
per annum rate of intcrest are to be repail over a period

- of yeaors,

108, The IC.. study Team had the feeling that some

.- 0f the rice mills have been established without proper
 éxamination of their viokility, Three organisations were
~utilising the rice mills much below the average capacity.
There was also @ sort of duplication of effort in the
Nekornratchasima province. We noticed that although the rice
mill with a large capacity owned by the provincial federation
. coulld not operate to full capacity, thé'neighbouring Soongnern
- Couperative Society had also established o rice mill which
alsu did not function to its full capacity., We suggest that
the questicn of avoiding duplication in establishing rice
mills shculd be thoroughly examinced and uneconomic-units
should cither be closed or should be transferred to a central
organisation which could provide the milling services to the

entire aroe,

Uniform guality of Rjcc

1¢9, W& have not been able to estiblish the exact

reagon for the high percentage of broken rice coming out
from some of these rice wmills, This is a technical problem
and necds to be tackled by the government, We were informed

that owing to the high ercentage of broken rice the Thail
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Rice Company was unwilling to accept it for export.

We recommend that the socicties should be assisted in
improving their processing standards so that meintenance
of a uniform guality would be assured,

110, We suggest that the primary societices should

have a small godown and a drier to remove moisture from
the grain delivered to them., To begin with, we would like
to recommend that the Sawangkalok Cooperative should be
given = dricr to remove moisture from the corn and other
grain sent to Bangkok, s Sawangkalck is located far away
from Bangkok it is necessary for the organisation to have
the drying facilities.

111,  We recommend that the Pokchong Cooperative

should have a godown for storage of corn and other grains,
This cooperative shcould not send its grains to Bangkok market
as soon as it is delivered by the members, It should await
favourable market trends and scnd the grain only when prices
and cthor conditions are favourazble, Even though Bangkok
is not far away from #akchong we feel that the creation of
this facility will help the society in obtaining better
prices for its members and alsco reducing the costs of storage
ir Bangkok, wWe also reconmend thet the Pakchong society
should own =z dricr in order to reluce wastage and the
transport costs to Bangkok,

112, In case Khuen Chaophya Cooperative undertakes
marieting operations it shoull 2lsoc gradually own drying'

and storage rfacilitics to increasc its effectivity in

narxeting operations,

C. LTl Facilitices for Storage

113. During our vigits to Thailand we chserved that

a éompany known as C4lLTH.I hag created silos and storage
facilities in eny pdrts 0f the country. Scie of these
silos are¢ located in the area of cperation of the societies
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surveyed by us, Most of these silos have not been used
by the farmers due to the high cost of storage and drying
charged to them, We suggest that the possibility of
socperative organisations using these silos should be

examined,

Recommendatiocng to the Government

114, The Government of Thzailand in the Department
of Cocperation should assist the cooperatives surveyed by

us in the following manncr @

114,1 It shculd assist in securing the scrvices of an
expert in farm guidance and management, ’

114,2 It should pursucdic -the Bank for .griculture ond
agricultural Cooperatives to provide funds for
agricultural cooperative marketing.,

114,.3 It should assist the CMPF in its rcorganisation
and in strcngthening its marketing activities,

114,4 It should contribute to the Price Stabilisation
’ Fund as suggested by us.

114.,5 It should fully cooperate with the activities
of the suggested iarketing Consultative Committee
tc be established in the CMPF,

114.6 It should assist the marketing cooperatives in
creating facilities such as godowns, driers and
Sthors, apd

1i4,7 It should facilitate the training of technical
wersonnel working in the marketing organisations,

Recommendatiocns to the Cooperative
Leacque of Theiland

115,12 48 suggestel earlicer the Coupcrative League

©of Thailand should crganisce training and education programmes
for employwos and leaders of the marketing cooperatives, If

in certain arcas training could not be provided in Thailand,



51

the League should secure technical training facilities
in other countries,

115.2 The Cooperative League should help the
socicties 2nd the CMPF in preparing forms and other
materials for maintaining standardised accounting,

115.3 The Cooperative League should call a meeting

of all the concerned persons to study the recommendations
of the IC.. Study Team anl <velve o course of action for
the implementation of these recommendations if these
recommendations are acceptable to the parties éoncerned.

Re

commendaticas to Intcernational Orvoniggtion

116, International organisations interested in
cooperative development should extend their assistance in
the following manner 3

11€6.1 in securing scrvices of experts;

116.2 in sccuring facilities such as driers, godowns,
gtc, and

116.3 in securing training facilities =2broad,
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SURVEY OF COOPERATIVE AGRICULTURAL MARKETING
PROJECTS IN SOUTH-E«ST 65IA

PsRT IXII

117, Malaysia consists of the Federation of

Malaya (West Malaysia), Sabah and Sarawak. Total land
area is 127,316 sg.miles with a population of 10,434,034,
The capital city is Kuala Lumpur,

118, . The percentage or GDP from agriculture during
1972 was 21,1 and the per capita G,N.P., during the same
year was US5415 (one of the highést in South-gast isia),.
ibout 1,200,000 persons are employed in agriculture, Total
area under agricultural crops in West Malaysia during 1969
was 7.3 million acres (including 238,130 acres of second
season rice crops). The mein crops in West ialaysia are
rubber, rice, oil palm, copra end tea, Other crops, which
are being encouraged under a programme of diversification
of agriculture include maize, soybean, tapioca, groundnut
and others,

~Planhed Ecohomz

115, Malaysian economy is dominated by plantation
crops and its performance is closely linked to production
and exports of these crops, Declining rubber prices and
growing imports have becn instrumental in reducing the
balance of payments during the last three years.

120, HMalaysia has a planned e¢concmy., The Second
lMalaysian Plan was started in 1971 and is expected to be
completed during 1975, The main objectives of agricultural
development under the Plan are @

120,1 to increase cmployment opportunities through the
exploitation of Melaysia’s land, water and timber
reservess;
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120.2 to reaise worker incomes by increasing productivity
and the scale of operation; particularly among more
traditional activities whére incomes are lower than
in other stores;

120.3° to expand the range and quantity and improve
the quality of agricultural products, particularly
foodstuffs (including fruits and vegetables)
commercial crops andvlivestock products; and

120.4 to strengthen institutions such as Farmers’
«ssociations which promote fuller participation of
rural residcents in the economic and social life of
the nation,

121, In West Mgluysia alone gdvernment plans to
expand annually employﬂunt opportunities by at least 1.7%
or by an average of 25 000 JObo per year,

New Developmont  agencics

122, In order to facilitate the implementation of
development plans, the government has created the following
federal authorities in the agricultural section,

i, Federal Land Development athority (FID.)

ii, Federalviqricultural Marketing «wuthority (RAMA),

iii.- Malaysian sgricultural Research anéd Development
Institute (M/RDI), ‘

iv. - Fcderal Industrial Development Authority (FIDa),

Ve National Paddy and Rice Marketing .athority (LPN),
and _

vi, Majlis imanat Ra‘ayat (igency to assist Malays

and others tu assist in developing commerce and
industry (MR D) .
122,1 The Study Team Hepbers visited Fadlic: and MiRDI
during their stay in idzlaysia,
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Cooperatives In ialaysig

123, ¥Malaysia has over 3,000S cooperative societies
with a membership cxcecding 500.000. Out of these 180 are
thrift and credit societies with @ membership of 200,000,
The membership ratio is nct so high in case of rural
cooperative credit sccicties. The 1,600 over rural credit
socicties have cnly about 60,000 members, Efforts are now
being madé to rcorganise these socicties into multipurpose

organisations with a view to make them vii 3,

124, The other types of cooperative s ztics are

Thrift and investment (80), Employccs crec societies (180),
Processing, farming and marketing sccietic (640), Housing (60)
Transport (30) and Consumcr (180) societic There is also

a National Land Finance Cobperativé Societ vhich was
establishcd in 1960 to mobilise savings £1 among plantation

workers with @ view to wurchase plantatior vailable for
sale in the country, This society has al: iy bought more
than 28,000 acres of plantations worth M & million.

During 1970 thtc membership of this society was 65,400, their
sharc cgpital #MS$12 millicn and the profits made by the
society amounted to 14542,500,325. The estates owned by
society include rubber, coconut and vil palw cstates, The
society has not only enabled the plantatlon workers to own
their estates, but alsoc initiated several measures to provide
housing, education and health facilities for members and their

families,

Malaysian f@ex Coopcrative Bank

125, This bank, coriginally started in 1955 and
later rcorganised during 1968, functions as the financing
agency for production and morketing of rice znd other crops.

$Introduction to the iMalaysian Cooperative
Hovement by H..., Kularajah
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95% of the marketing advances are given for rice marketing
arranged by the National Paddy and Rice Markcting authority
under. a monopoly procurement scheme., The Bank has recently
taken over two rice mills which were formerly operated

by cooperatives,

126, = s majority of its members are individuals

viz., 8,000, while only 950 cooperatives have so far joined
the Bank., We were given to understand that quite a number
of rural coopcratives are dormant and 65 to 70% of the
active cooperatives are alrcady members of the Bank,

-127.  The Bank is able to meet® 10% of the total

credit requirements of the farmers, 60% of its loans are
for production and 40% for marketing and processing, It
does not give long-term credit., The Bank has 9 branches
and is planning to open a few more branch cffices in some
remote parts of the country. Three-fourth of the Board
members are from coopcnctives and dne fourth represent
individual members, There are three government nominees.

The Central Couserative B:ank (CCB

128, This Bank, which was cétablished during

dugust 1958, ic the wpex banking institution for urban
cooperative socicties, It has bcen instrumental in .

mobili zing individual savings and investing the surplus
resources in cooperative development ceffort, Since 1968,

it is doing general banking business also, In addition

to loans on indivijual sccuritices, the Bank gives  long-term
housing loans to the uxtent of two-thirds of the total |
ccst of the house, It alsc advances loans for hire-purchase
schemes operated by the dalaysian Cooperative Jgencies
Socicty, The CCB is playing a very important role in the
development of housing and other urban cooperative

development projects.
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129, The Bank has 102 cooperatives and, 4,878
individual as its members,

Malaysian Cocoperative

Insurance Sccict

130, The Malaysian Cooperative Insurance Society
(MCIS) is the biggest and financially the strongest
cooperative organisatiocn in Malaysia, Started in 1956 the
MCIS has now risen to the present position of a dynamic
institution responsible for very effoctive mobilisation

of savings and for remuncrative investment schems in the
country. During 1971, #CIS had 63,612 policy-holders and
its total assets were at MS$48,280,551. New business for
life insurance alone during the year was to the tune of
MSs91, 443,461,

131, The society undertakes life, fire, accident

and motor insurance, It has a Home service Scheme for
low-income groups which covers life insurance, accident

and hospitalisation, It has introduced many investment

. schemes including housing, oil palm estates and has played

" a very important part in establishing'and developing
important enterprises such as Cooperative Printing Press,
Cooperative untomobiles Malaysia (Cid), Malaysian Cooperative
Agencies Scecicty (HCsS) and ifalaysicn Ccoperative Industrial
Development Society (MCIDS), The last society was estab-

., lished in 1971 to mobilise surplus resources in the
.coqperative movement and to channel them into industrial

and agricultural development projects,

132,  ICIS has also established joint ventures with
foreign companies in 0il palm, clectric motors, spark plugs,
sugar and safety glass manufacture,

133. There is also in Malaysia a Pederation of
Housing Cooperatives (established 1957).
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MEETINGS WITH COOPERATIVE LEADERS iND OFFICIALS AND
VISITS TO AGRICULTURAL M.RKETING & RESEARCH ORGANI-
SATICNS

pr M... Kularajah, Chairman,
Cooperatlve Union of lalaysia and General Manager

134, The Study Team menbers called on Mr Kularajah
to discuss present position of the cooperative movement
with special reference to current problems, and to
identify the areas to be studied by the Team.

135, Mr Kularajah explained to Team Members the

salient features of the Cooperative Movement in Malaysia

and said that the characteristics of the Movement in his
country differed a great deal from those in other countries,
He suggested that the ‘Team should cxamine certain areas
which could be developed by utilizing the available resources
within the cooperative movement, The sll-Malaysian
Cooperative Conference organised by the Cooperative Union

of Malaysia in 1972, he said, has passed a resolution calling
upon cooperatives to play thLlr role in the implementation

of the Second Malaysian Plazn,

136, ' A number of projects have already becen ‘
initiated, The Malaysian Cooperative Industrial Development
Society (MCIDS) has created o base for undertaking economic
ventures with share capital participation by cooperative
societies, The overall objectives of the new policy was to
promote industrial and agricultural development and the
specific objectives were to :

i) generate employment opportunities and
ii) to improve standard of living of those involved
in these projects,
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137, Iir Xularajah further regucecsted the Team to

study possibility of creating agro-industries which will
undertake both production and processing 9f raw material,
He added that land, capital 2nd trained man-power were
availakle in the country, if necessary, a few persons can
be sent abroad for training. Power supply was satisfactory
and roads werce fairly good in all parts of the country.

138, @ Thc Team agreed to c¢xamine the present position

of production and processing of alfalfa, corn (maize), sorghum
and tapioca and make suitable recommendations to the
Cooperative Union of Malaysia,.

Mr Yob Bin Busu, Director-General of
Cbogcratiyes_in Malaysia

139, ' Theé Director-Gencral emphasised the role of
cooperatives in developing agro-industries., He said the
Prime linister was keen on such development, Jldthough a
few cooperatives have started agro-based industries, most of
the important areas were still in private hands, |

140, .8 creation of additional employment opportunities
was an important objcctive of the Second Plan, he felt it was
necessary for cooperatives to undertake ventures to create
such opportunities. r Busu suggested that the Team should
exainine the possibility of establishing agro-industries with
raw materials such as tapioca, alfalfa and maize, He was
also very keen to explore possibilities of establishing trade
contacts with cooperatives in other countries,

Mr G.,S. Dass, General Kanxger,
Central Cooperative Baonk Lid, Mzl avsia

141, Mr Dass, whe nad earlier becn working with the
cocperative Department for several years cxploined to the
Team members the background of the Malaysiah Movement, He
said that thec Hovement, which was greatly influenced by the
Indian Movement, was limited upto Seccnd World par to thrift
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and credit activity. However, during the post-war period
consumer, housing and other cooperatives werc organised. The
experience of the consuncr cooperatives hdwever has not

been very satisfactery and most of ﬁhem werce dormant,

Rural cooperatives, he felt, were not very successful

owing to illiteracy and the diffficulties in recovering
loans, In urban socictics, the problem of recovery was
almost non-existent as most of these societies were organised
among professional groups and loan instalments were deducted
from pay registers. Iir Dass also explained the working of
the CCB to Members of the Team,

Mr sS. Selvadurai, Director of Economics and Statistics,
Ministry of .griculturc ond Fishcrics, Government of Malaysia

142, . The rmeeting with lir selvadurai ecnabled the

Team to acquaint itself with the present wricrities in
agricultural production and obtain information concerning
future possibilities,

143. Mr, Selvadurai scid that cooperative diversifi-
caticn schemes have been given high priority and necessary
experiments were being carried out for testing suitability
of soil and ciimatic conditicns for different types of
crops. He felt that growing of maize does not seem to have
much prospects in Malaysia. Experimental production on
2,000 acres in the newly reclaimed Trengganu area did not
bring good results and the farmers were alrcady switching
over to other crops.

144, slfalfa is grown in Johorej however, climate

is not very suitable and it is too early to think of large-
scale production; The Malaysian .gricultural Research and

Development Institute, he said, was conducting cxperiments

for cultivating alfalfcz,
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145, Mr Sclvadurai mentioned several studies

carried out by expert Tcams concerning production and
proééssing of tapioca, «fcording to these studies, prospects
fcor large-scale production and processing of tapioca were
bright and there was good demand for tapioca products in
foreign markc s.

redcoral ricultural i;arketing .uthorit

s

146, = Fuii deals both with cooperatives and farmers
asscciations and the mein commodities handled by it are
‘fish, pepper anld coffee, It issues licences to cooperatives
anl farmers associations for dealing in these commodities,
These organisations receive the same priority in licencing
as any government agency., Fuila docs not so far handle grain
or other similar agricultural commodities,

Malaysian (gricultural Research and
Dovelopment Ins: { e 2DT

147, M/PDI is a recently crcated institute for the

ourpose ¢f agriculturzl research and experimentation, The:

Team had the pleasure of meceting a number of scientists

at the Institute and discussing with them the prospects for
various crops on which the Institute was at present experi-
menting, The Team Members also visited several plots where
maize, sorghum and alfalfa zre being cultivated on experimental
basis. The Tcam gathered the following impressions concerning
the cbove crops,

onlfalfa

148.1 «1falfa was being cultivated on an experimental
basis. In ii<RDI only lucerne grass was being cxperimented
with, Jlthough two private companies are at vresent
cultivating Hapier and Guiena varieties of grass. In Tregannu
and Pahang arcas such grass is grown on a larger scale,



6l

148.2 Experts at M.RDI did not consider zlfalfa

as a very suitaeble crop although other types of grasses
could be grown but with low yield and smaller percentagé
of protein, NO proper analysis has so far been made
regarding alfzlfa cultivetion in Mealaysia,

Maize

149, Maize also has becn cultivated only on

experimental basis and has not so far found favour with
farmers., Under the /[sian Corn Programme, Metro variety of
maize was grown but results of cxperiments arc still awaited,
The Ganga Five variety from India, cultivated on experimental

basis, has given fairly good results,

Sorgnum

150,.1 Sorghum is cultivated in scattered arcas

cn cxperimental basis 2nd most of the seeds are imported
from India, No study has sc far been made regarding its
pests and other diseasecs. |

150.2 Both maize und sorqhum nced large-scale
cultivation, Ialaysian land has to> high undulation with
the result that suil ervsion is a major problem, also,
Malaysian soil has high accidity which is not the case with
soil in Thailand where corn is grown on a very large scale,
For these crops a maxirum of 0 to 6 degree slopes are

desired,

Tapicca

151, Tapiceca is grown in severeal provinces in

HMalaysia, The yield is the highest in the world, The soil

suitable for tapioca viiz, holyrcod soil, is available in

many parts of the country, Largce-scale processing factories
have alrcady been organised. There is, therefore, a very good
scope for tapiceca cultivation and gcrocessing in Malaysia,
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152, Our visgits to various cooperative institutions,
government Jdceoartments and the observation tours to
experimental farms havé cnabled us to get a fairly clear
picturc of thc present development trends in Malaysia in
respect of agriculturc =nl the priorities fixed for future,
Our interviews with top-level cocperative lealers and senior
government officers helped us to identify commodities which

could bebsurveyed by the Team.

153, The first general imprescsion we gathered

was that it may not be possible for the IC. Study Team to

do the marketing survey in Malaysia in the sameé manner in
which it was Jdone in Thailand., We were informed that the
base for carrying out the marketing survey does not exist
in.view of the weak cooperative structure in rural areas and
also because of the existence of a number of government
agencies which were already trying to assist in marketing

development,

154, The Qirrent five ycar Malaysian Development

Plan puts emphasis on diversification of crops in agricultural
development, The overall purpose ¢f the Plon is to create
additional employment onportunitics thercby increasing living
standards of the population, The President of the Cooperative
Union of Malaysia and the pirector-General of Cooperatives
were both very Keen that the coomeratives play their part in
creating cmployment opportunities through the establishment

of agro-based cooperative industries in the country. The Team
members, therefore, werc convinceld that survey in Malaysia
should centre around the creation of agro-industries and

the marketing of products processed in thesc industries,

strong Organisctional Boge

155, In the non-agricultural sector of the cooperative
movement in Malaysia, several secondary organisations have
made tremendous progress in the Jdirection of mobilisation of
savings an using the accumulatcd capital for establishment of
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‘economic ventures, Fairly well-trained managerial

personnel are available in the country to fun various
industries. The MCIS has already established, either on

its own or in collaboration with others, economic enterprises
such as printing prass, auto-workshop, electric motor
manufacture and sugar and oil palm processing, .« new society
named Malaysian Cooperative Industrial Development Society
(MCIDS) has becn created to manage most of the new economic
ventures,

Commodities Examined

156, On the basis of the discussions with variouc
individuals, the Team examined the following four commodities
which could form a base for the establis hment of agro-based

industries in Malaysia.,
alfalfa

157, «alfalfa is not grown in Malaysia anywhere as

a commercial crop although Mzpier and other varieties of
grasses are grown by some ¢nterpreneurs. These grasses are
mostly grown in Tregannu and Pchang areas. We are inclined

to agree with éhe experts at M.RDI that the Malaysian soil

is not very suitable for commecrcial production of alfalfa,
ilso, therc was no scientific analysis of the results of
alfalfa cultivation to determine its feasibility., We do not
thercfore recommend any action by the coopcratives for cultiva-
tion or processing of alfalfa,

Maize and Sorghum

158, Both crops arc¢ grown on experimental basis.

In the case of maize, trial cultivation on 2,000 acres did
not bring good results and farmers scem to be changing over

to other crops. The experiments carried out so far suggest
that Malaysian soil is not very suitcble for large-scale
cultivation of maize znd sorghum, The Maluysian soil has much
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larger acidity percentage and the undulations of the land

are rather high, We, therefore, fecl that at this stage it
will not pe advantageous to undertake large-scale cultivation
of maize or sorghum by cooperatives in the country.

‘Tapioca

159, ~ Tapioca is an‘éstablished‘commercial crop

in Malaysia with several processing plants already converting
tapioca roots into starch, pearls, chips and pellets., Most
of the processing plants cre concentirated in the States of
Perak, Wellesly and Kedah, In‘SPite cf the large number

of processing factorics operating in the country there is |
not much organised cultivation of tapioca with the result
that most of the raw material for these factories is obtained

from small-scale cultivatcrs,

igro-Industrial Unit for Tapioca

160, Taking into consideration all arguments

for and cgainst tapioca cultivation and alsc considering

the fact that in Malaysia the yield per acrc for Tapioca
production is the highést in the worlad, we recommend that
tapioca should be selected as the commodity for an agro-
industrial venture by cooperatives in the country. Following
are the main arguments to support this recommendation :

i) Government of Mzloysia is keen to promote
‘ diversification of agriculture with 2 view to create

additional employment opportunitics,

ii) The cooperatives in Maolaysia are kceen to participate
in the government c¢ffort to create employment
opportunities by cstablishing agro-based industries.

iii) The cooperatives have d ready created a suitable
infra-structure for undertaking such economic

entcrprises,
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vi)

vii)’

viii)

ix)

d
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The cooperatives have sound capitzl base and
can ¢give strong financial sugport to the new

venture,

Tapioca is already grown on & commercial scale

in Malaysia, -

The yield per ccre in lalaysian tapioca cultivation
is the highest in the world, '

Holyrood soil which is the most suitaeblc soil for
tapioca cultivation is available in meny states
and part cularly in Perzk, Perlis and Pahang
provinces, \
Malaysia is already an cxporter of tapioca products
and there is a growing overscas demand for these
products,

For domestic cansumption in Malaysia tapioca

chips can replacc maize in feed industry and thus -
reduce maize imports, thercby saving foreign
exchange, and

It may be possible for coopcerative organisations

“to establish subsidiary industrics with tapioca

by-products such as cattle fced mills, biscuit
manufacturing units, .and products ‘such as glucose,

dextrin, monosodium glutamate,etc, -

Following is our proposal (as a pre-investment

study) tco the Cooperative Union of Malaysia for the establish-

ment Of facilities for cultivation, processing and marketing

of topioca and tapioca products, Once a decision is taken

concerning the establishment of this agro-industry, a

more detailed technical feasibility study will: have to be made

in the context of the available land and capitcl as well as

in accordance with thc prospects of marketing the products

both in domestic and forcign markets.
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B CKGRCUND INFORM..ITION

(Unless othcrwisc mentioned all
arounts in Malaysian Dollars)

+ 162, . . Topioca is known by various names throughout

the world (¢.g. manioc, cassave and yuca). Originally
indigenous to Central .merica and Brazil, in the sixtéenfh
anl seceventeenth centuries it was spread by explorers and
traders to other tropical and sub-tropical arcas. Tapioca
grcws as a half-shrub and dévelops below the surface of the
earth in the form of tubers and its economic maturity ranges
from five months to two yearé;”allowihg‘it to be used as
necded, These tubers are starchy in nature with rough outer
skin or bark, However, a typical tapioca root composition
is as follows :

Moisture 70,25
Starch 21,45
Protein 1.12
Sugar 5.13-
Fat 0.40
Fibre 1.11
ish .54

Usc of Tawpioca

163, = Tapioca is uscd as food in the tropics either
freshior,in rrocessel form as it is a'méjor source for
carbohyderate in these areas, In addition, processed tapioca
products arc used for animal feed onl food industries’ (such
as bread, glucose, dextrin, mono-sodium glutamate). Its
starch is used for surgicel dressing materials, flocculents
in mining, drilling fluids in o0il boring and binders for
ceramics, While chips and pellets arc used primarily for
animel feced, the starch is used in variocus forms described
above,
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Trcoical cxon

164. ‘Tapioca is grown cxtensively throughout the.

tropical and sub-tropical world, The F.A,0, Znnual Statis-
tics (1970) estimate the total world production at 91 million
tons, The principal producing countriesﬂare Brazil, Indonesia,

Congo, Thailand, Nigeria and Malays ia. Table I gives total
world production during 1969. B

World Production uf T;h‘pca in 196S

(Excluclng Chlna)§

In 1,000 M/tons

Horth and Ccontral america 612

South Jmerica e 34,237
asia 19,951
Aafrica 36,035
Occania (Pacific countries) E 123
Tctal 90,958
165, Before World War II, the major tapioca exporter

was Indonesia, Thailand has now replaced Indonesia as the
biggest supplier to worll markets largely becausc the people
in Thailand do not gecnerally consume tapioca os food, and
also because the Thai Government has in recent years,
encouraged tapioca cultivation, Table II gives the tapioca
production and yield in major exporting countries,

-

$-. e
“F,4,0, Production Year Bocok,
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Table II

" g w—" o — — s

Tapioca Production and Yield in lajor Exgcrting countries§

(Yield weighted averoges are computed)

, ' 1965 to 1967
Country 1968 yicld weighted
Qverxce

irea Producticn 100 k.g./

1,000 hec, 1,000 :i/tong hectare
Brazil 1,900 26,800 141
Indonegia 1,600 11,800 75
West Malaysia 20 310 155
Thailand 150 2,200 144
.hgola 120 1,530 128
Madagaskar 280 800 29
To5o 150 1,120 73

World total
(including other

producing
countries ' 9,584 82,570 86
166, It will be noticed that acreage in Malaysia is

the lowest among major cxporting countries although tapioca
growing is well suited to the HMalaysian environment. It was
first plantcd in Malaysia in the nineteenth century and its
roots were used mainly for the manufacture of flour,

167, By the late nincteenth century, bdialaysian tapioca
flour had becn recogniscd as a world leader, One of the
local brands beccame accepted as the highest quality tapioca
sold in the United Kingdom, Table No, III gives the '
acreage undcr tapioca in Malaysia,

§F.A.O. Production Year Book,
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Teble III

acreage wnder taoiccea in Malaysio

Year : (.cres in 1,000)
1502 | | 79
1906 o | 105
1913 | | | - 15
1928 ‘ ‘. 23
1932 | 34
1965 | 40

Sourcc : Malaysiaon Jgricultural Journal and
srthur D, Little Inc, e¢stimates

168, The State of Perak is by far the most important
»nroducer of tapioca accounting for more than 58% of the total

West Malaysion production, Table IV below ¢gives the acreage
under tapioca in each «f thce West Hinlaysian States,

Teble IV

Taosioces wCreage in coch Stute

states 1965 1966 1967 1968

Perak 23,805 21,938 25,726 24,782
selangor ' 3,495 3,042 3,685 2, 407
Penang & Province |

Wellesly 2,195 2,568 1,542 1,040
Johore 1,947 2,182 2,130 2,895
Kelantan 2,716 2,052 3,143 3,691
Pahang 1,502 1,314 2,363 2,912
Kedah 2,273 1,194 3,825 1,293
Other statces 2,421 1,930 2,320 3,000

TOT.:L 40,356 36,220 L 4,784 42, 220




162, according to the 1968 Census of Manufacturing
Industries ;jublished by th¢ Department éf Statistics, there
are 65 Sagc & tapioca factories in West Malaysia; 65% of
these factorics are in Perak and Johore, These factories
produce an estimated 20,500 tons of tapioca flour valued
(ex-estate) at 5 5 mil., 12,400 tons of tapioca pearls
valued at § 2.9 mil. znd 77,400 tcns of tapicca chips
valued at 310 mil. These factories purchased in 1968,
209,000 tons of tapiocz tubers at an average cost of

543,65 per ton i,e, 52.59 per picul?

170, Tradewise, the tapioca industry in West
Malaysia is a net exporter grossing an average annual
export value of aobout § 4.5 million in the period 1966-1969,
It is of interest to note that the Malaysian export of
tagioca product is confinel to starch and it is exported

in the form of rearl, flckes and flour. West Malaysian
produccrs have failed to enter substantial overseas markets
for chips. During the cbove period, the West Malaysian
impcrt of tapioca waste from Thailand was valued at about
$1.6 mil, per annum., In tne first quarter of 1970, the
value from the export of topioca products rose tremendously
from $0.40 mil, achievel in corresponding pericd of

1969 to a hign level of ¢1.18 mil, Table V gives Principal
exporting and importing countries of Tapioca starch with
the guantities exporteld and imported by tl ispectively,

S
One Picul = 133 1/3 lbs,.



Principal Exporting and Importing Countries of Tapioca Starch

““?85%%“%

:ons)

thorc1ng\\\ USa UK »an Total
country
Thailand 116.906 194 175,882
Brazil 18, 437 21,238
Taiwan 1,706 1,706
Mainland
China 1,550 1, 296 2,846
Togo 1,321 1,321
Malaysia 172 7,420 254 7.846
Singapote 1,683 1,683
U.S. 2,170° |

S

source

171, .

iMostly re-exported,
" The Market for Starch in Selected Indus-

trial countries" UNCT&D/GALTT, ipril, 1969,

Considering the fact that in spite of the smallness

of the processing factories involved in the industry, the local

products have successfully entered the
the future developments in the tapioca
Local producers, however, have not yet
Oopportunities existing in this trade,

comparing the local export performance
The value of the West dlalaysian export
of that of Thailund.

In Thailandg,

the

international markets,
industry are promising.
fully exploited the

This can be seen in

with that of Thailand.
zmounts to only about 5%
annual trade of tapioca

products in 1968 amounted to sbout 5103 million, whilst West
Malaysian export was valucd only at cbout 35 million, The

magnitude of Thailand’s

cxport indicated in Takle VI is a good

indicator of the overscas demand which has not bheen exploited

fully by local experters,



Table VI

Comparison of West Halaysian and ‘Thailand
Export 2refcrence ¢ To.picca Froducts in 13968

Item Thailand West Malays
(Guantity) (guantity,
Tons. Tons,
Tapioca chips 323,332 -
Tapioca flour 143,464 18,232 (aggre-

gate for flake
Starch and pearl)

Tapioca Waste 33,043 -
Tapioca Meal 74,678 -
“Tapioca Pellets 283,712 -
 TOT:L 858, 229 18,232
172, islthough Brazil is the largest producer of tapioca,

its export volume is very small compared to Thailand.

During 1967, Thailand exported 808,000 tons of tapioca products,
" Brazil 21,300 tons and West Malaysia 16,500 dM/tons., Table VII
gives the percentage exported of total production for each

major exporting country,

Table Vil
Percentage Exported of Total Production for cach Major Exporting

Country

Production BXport Export produc-
Country 1,000 M/tons 1,000 FM/tcns  tion percen-
_ tage

Brazil 27,268 21.3 0.08
Thailand 1,800 808.0 44,89
West Malaysia 310 16,5 5,32
Madagascar 200 _ 17.2 1.91
Togo 1,118 3.3 ' 0.30
ingola : 1,525 439.8 3.27

Sourcec : The Prescnt Situation of Tapioca Production,
Processing and iarketing in Malaysia, Joint
study of F.O/iMinistry of igriculture and
Cooperatives.
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M:RKET ¥FOR T.PIOC: CHIPS/PELLETS
Market in pMalaysia |

173, Géherally speaking, the animal feed industry

provides the main avenue for the absorption of tapioca

chips; No accurate information is available on the quantity
demanded by the animal feed industry, However, it is
estimated that in the monufacturc of prepared feeds for
poultry'and pigs by the local feed-mills, the use of tapioca
chips constitutes about 9% of the total output by weight. v
The feedmill production® in 1968 was cstimated at 310,000 tons
and consequently the offtake of tapioca chips approximated

- 28,000 tons., To estimate the overall demand by the animal
feed industry, there is a need to consider the quantity .

sold directly by the chip factories to the poultry and
livestock producers, Information of such sales to producers
for making self prépared feedmash is, however,-nct available,
The outlook of the animel feed industry in West Malaysia,

as indicated by its past performance, is favourable and
conscquently increascd demand for this sector could be
reasonably expected, Substantial increase in the production
of poultry and livestock industry has been envisaged by the
Department oOf Veterinary Services and the projééﬁed production

is given in Table VIII,

Teokhle VIIT

Projected Production of 2cultry and Livestock in West Mélgxgia
(in wmillion lbs,) in 1970 and 1980

1965 1970 1980

Poultry Meat 50 156.4 448
- pork 99 125 175
Becf 27.5 28.7 56

Suror Development Finance, Volume 1 No,2
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dccording to the ﬁélaysiéﬁuféed compdnies, tapioca
chips/pellets can be substituted in limited guantities

for maize in animal fecds, 30% subtitution of tapioca

chips would uot ‘adversely affect feed quality for .pigs

and layersgr « greater proportion might result in soft pork
and thin shéllgd eggs, unlcss careful coffsetting ch nges

in formulation were worked out, #or chicken and cattle feeds,
however, a SCmewhat higher proportion of tapicca could
prbbably be uscd without ill effoct,

174.  Table IX shows the total substitution required

to cqudl the fat and protein content of one picﬁl'of maize.
In this substitution, a mixturc of soya-meal, rice bran and
tapioca chips (with chips constituting 60% by weight) gives
approximately'the equivalent protein and fat values of maize,
on this basis, Tapioca chips arc worth 83.1/3% of the price
‘of corn, aésumingithe cost of soya-meal to be 5 24 per picul,
and rice bran to be § 12 per picul.

Table IX

T n . . o

Usc of Tapicca in iiaize Subgstitute

guantity Contents (lbs) Cost 3
Iat srotein B

Picul (133.3
lbs). Maize 5,20 12,70 12,00

Tapioca Substitutc

155;3 1b.Soya- A . . , ,

40,0 lbs.Rice - )
Bran 4,67 4,07 3.60 4+t the rate of 312 picul
80,0 1bs.Tapio- .
ca €hips ;, 0.40 2,00 6.00 &t the ratc of $10 picul

5,20 12,93 12,00



75

175, Given the partial substitutability of tapioca

chips and maize within the limits described, the market
value of chips will be det=rmined primarily by the priée

of maize, and secondarily by the prices of rice bran and
soya meal, Prices of maizc have been climbing steadily
since 1959, when the average pfice (landed in Malaysia) was
$179 per long ton, and in 1964 it had risen to $203 per ton.
In our substitutability analysis, we assumed a rice bran '
price of $12 per picul to the feed miller, in arriving

at an equal value relationship, when the tapioca chip price
is 83% that of maize. The price of soya-meal is assumed to
be 324 per picul to the miller with the decrease in price

- of rice bran below $12 (while maize and soya-meal prices
remain constant), the value of tapioca to the miller increases
and the change in soya-meal price will affect the value of
tapioca chips to a lesser degree. Other things being equal,
the feed mills will be indifferent to using tapioca chips or
maize when the price of chips stands at 83% of the price of
maize. Tapiocé chips prices would have to be below 83% of
the maize prices to ensure their purchase by feed mills.
Feed millers in Malaysia have indicated a strong interest
in tapioca chips of good guality and regular delivery up

to $8 per picul, delivered to -the mills, At this price of
the tapioca chips the amount of the chips involved in- the -
substitution exercise upto 1980 the requirement for maize

to meet the demand by the local animal industry would amount
to 363,750 tons or 2,6 times of that of 1967. This estimate
is based on the assumptior. that feeds to fresh conversion
ratio is 4:1 in weight and that maize constitutes 30% of

all feedstuffs consumed by livestock and poultry which is
given in Table VIII, With the substitution there will be a
large demand for the tépioca chips in the domestic market
and saving-in ﬁhe foreign exchange required for importing

maize,
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Necd for guality

176, To assure this domestic market for tapioca

chips, the quality, price and supply must meet the demands
of the millers, Inconsistent quality and erratic delivery
have been major reasons for inadequate use of chips by the
feed mills, A steady supply of tapioca chips would save
the mills from keeping high inventoriecs, which they have

to keep in case of maize as it is imported, and hence it
will reduce the working capital needs. Excessive moisture
and foreign matter contcnt are serious faults frequently
found in these chips. Proccssors often adulterate their
products with sand to increase the weight, Molisture should
not cxceed 13%, should contain (by weight) not less than
70% of starch, and thc forcign matter should not exceed 1.5 -~
2,0%. High standard practices demand that the sack used

is in good and sound condition and is free from taint,

Qverscas Mzarkets

177. The largest importers of tapioca products in

general are the U,S.4A,, thc EEC countries {including U.K.)

and Japan, In Europe, West Germany, Netherlands, and Belgium
are the principal importorq - West Germany among them being
the largest importer., EEC countries import tapioca products
mostly for animal feed manufacture, There is a growing demand
for tapioca products in these countries for fcllowing

reasons 3

i) There is o continuous increase in the consumption
0f compound feedstuff per head of animzl in the above
three countries. (Table X below gives the increase
in fecedstuff consumption rate in these countries).

ii) There is a corresponding increase in the production
of feedstuff in the respective countries, and

iii) The duty on inpcorts of grain such as meize is much
higher than the duty on tapioca products.
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178. In West Germany the market for tapioca chips

has been greatly stimulated by a sharply rising demand

for animal feed rew materials and legislation imposing a
tariff on maize imports. wuty assessed against maize is

much higher than on tapioca chips with the result that

there is a competitive advantage to the later in the West
German market despite high freight costs, In addition,
tapioca chips have a competitive market advantage over
tapioca meal in West Germany, Until 1972, both products were
assessed at about $36 per ton., Later duties on chips were
lowered because German feed mills, operating below capacity.
desired chips for greater use of plant facilities. Since
the tariff reduction, there has becen a dramatic shift in
West German imports of tapioca products from meal to chips.
The future for tapioca chip exports to West Germany appears
bright also because of the steady increase in its consumption,

T=zble X

Increase of consumption of Compound Feeding
Stuff per head of animal, 1960/65

Gormany The Netherlands Belgium
All cattle 30% 4;4% 17.0%
Milk cows 33.5% 8.7% 18.9%
Pigs 28,0% ~5,3% 11.1%
Pigs for Slaughter 23.7% - 2.9%4 19,.7%
Poultry 13.3% ~-4.,5% 47,.6%

- source : International Trade Centre UNCTAD/GATT

Publication “The Markets for Tapioca as a Raw

Material for Compound Animal Feedingstuff®,
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179, According to the estimates prepared by the
UNCTAD/GATT Study, it was expected that by 1970 the production
of feeding stuff in the three countries may have reached

to the following level :

‘Germany : 12 million tons (7.5 in 1966)
The Netherlands : 7 million tons (5.9 in 1965-66)
Belgium : 3.7 million tons (2.8 in 1966)

180. ‘It can be safely assesscd that the demand for

raw material for feedstuff will continue to rise in several
other countries including Japan during the current decade.

181, With regard to future market for animal feeds in

the three main consuming countries, favourable projecfions have
been made by the Food and igriculturc Organisation of the '
United Nations on their meat industry and are given in Table XI.

Table XI

Projected Production of Meats (all tvpus)
of Major Europcan countrics

000 tons.
Countries ' Basc_Year

1961/63 1975 1975

(low) (high)
Belgium-Luxembourg 513.9 680 507
West Germany 2,839.8 3,642 3,740
Netherlands 702.1 976 1,023
United Kingdom | 2,204.0 2,795 2,935

Source 3 F.4,0.
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Market in Japan

182, The size of Chips imports for any period by these
countrics would depend largely on the relative price level
of chips, barley and maize. It is Of interest to note that
a significant increase has also been projected by F.A. O,
for Japanese meat production at 1.18 million tons in 1975
as compared to 0,54 million tons in 1963 and this could
provide a good market for local exports,

183. Japan has been importing tapioca starch for
several yecars but most of the starch is used for food or
industrial purposes. It is also used in the manufacture of
AJI;NO—MOTO, the food‘seasoning ingredient sold in Japan
and in several other countries,

184, - There have becn many experiments with regard to

use of tapioca as a substitute for coarse grain in feedstuff
production although the feed industry has not yect started to
. use them in any significant marner, It is learnt that low
quality and adulteration are some of the main reasons which
influence the import of tapicca in the Japanese market., Most
of the tapioca products at present imported into Japan are

from Thailand,

"Higher Freight

185, Investigations reveal that local exporters in
Malaysia have found the cxport merkets for chips not very
lucrative with the existing high cost of tapioca roots and
higher freight charges. «frican countries have an advantage
over Asian exporters because of the lower‘freight‘chéréés;w.m

186. As regards shipping, it is of interest to note

that the existing rates on tapioca chips imposed on local
exporters arc higher than those in Thailand., For a ton of

chips in bags from West pialaysian ports to United Kingdom/Conti-
nent, thc rate is US327.00 compared to Usg2l.60 from Thailand.
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Such differential in freight charges adversely affects

the competitive pesition of local tapioca chips in the

oversaas market, However, such

can be Overcome by pelletising the chips,

differential in freight
For pelletised

chips, the frcight charges from West Malaysian ports to
United Kingdom/Continent cre US$lé,20 per ton while the rate
for pellets from Thailand is US316.50 per ton,

Greater Demand for Pellcts

187.

Pellets are obtained from dried chips and

broken roots by grinding and hardening into a cylindrical

shape,
about 2 cm, in length,

of investment in plant and equipment,

is getting popular in Thailand.

These pellets arc less than 1 cm, in diameter and
Pelletising requires a large amount

Pclletisation of chips
The change in the form of

chips for export is due not only to the lower freight rates

imposed on such pelletised products,'as comparcd to ordinary

the fact
terminal

chips, but also due to
demand for them at the
problems pertcining to moisture
prevalent in the ordinary chips

pelletised chips command a high

that there is a greater
markets., Through pelletisation,
content and extraneous matter
“Alsc the

price than ordinary chips.

are eradicated,

For example in May 1570, the price for pellets in Bangkok

was 47.50 bchts per picul os comparcel

ordinary chips,

to 35.68 bahts for

The increase in demand f£or pellets is also

cvident from the fact that Thailand has been increasing its
quantities of wxported pclliets and simultanecusly expanding

its capacity

West-German Plants in Thoiland

188, There

pellets.,

are sevaoera

However, impcrtcers of

to produce pellets.,

»lants in Thailand producing

pellets have often complained

of a large percentage of foreign matter in them and these

sellets do not seem to ¥ecr thoir form until further processing.,
P i P

There are two plants operated in Thailand by Woest German

Chipping Compeanics,

These plants produce high quality pellets
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wuich are in great demand in the BEuropean market, It is,
thefefore, advisable that if Malaysian cooperatives undertake
the manufacture of pellets, 2 high standard in production
should be maintained by them in order to be competitive

in the intcrnational market,

189, Pellctised form of tapioca chips arc preferred

in the EBuropean market £or the following rcasons ¢

i) Pelletised cargo is more popular as freight charges
arc lower,

ii) Handling charges for loading and unloading are
also cheaper and casier, particularly if users are

equipped with clevators and silos,

iii) Pcllets require less space, Manufacturers can save
20-25 per cent storage capacity by using pelletsi and
iv) ¢guality is morc uniform.§
190. Although some manufacturers do not yet buy pellets
in preference to chips, the trend seems to be changing in

favour of pellets,

Quality Control Esscntial

191, In the Netherlands and Belgium there is a very

rigid control on quality imported from Thailand while Germany
has prescribed her own standards, It should be expected that
almost all imworting countries will have strict quality control
on imported tapioca products, Often shipments are rejected

if the quality is lower than the specified standard, For
example in the Netherlands, the CFO (Central Farmers Organisa-
tion) will recommend to its member cooperatives not to use

the tapioca products if they are found below standard.

SInternational Trade Centre/UNCT.D-G/TT Study.
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192, The standards of quality are generally based

on starch content (minimum), moisturce contens (mcximum),
raw-fibre content (maximum), ash or sand content (maximum).,
Many importing countrics have their own testing laboratories
to advise on the percentages allowed in respect of each item
such as starch, chips, meal or pellets,

1983. »s ialaysia has not yet entercd the market

in the major importing countries, it has an excellent
opportunity to make 2 good start by maintaining right from
the beginning & high guality production geared to export
nmarket,
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PROPOSAL FOR .1 TiPIOC.. PRODUCTION :/ND PROCESSING PROJECT
Il L"l&lLALYSIA;

Organisational structurc

194, We recommend that the entire responsibility for
financing and operating the project should be given to the
Malaysian Cooperative Industrial Development Society., The
capital and managerialvstructure of the socicty shculd be
modificd so as to make it commensurate with the responsibilities
it is expected to shouldcer for the running of this project.

Land

195, Climatic conditions in the western part of

Malaysia are well suited to tapioca growing, The relatively
even rain-fall and tropical climatc will allow planting and
harvesting throughout the year, Tapioca is a tolerant plant
which grows well in scils which would be only marginally
productive otherwise, o number of marginal soil types exist
in the country, but Holyroocd soils are the best for tapioca
growing. Though their shallow top soil and porous subsoils
make them inferior for rubber and oil palms, they are well
drained of a rcasonable level and suitoble for mechanical
cultivation., Since they have a low organic matter and plant
nutrient content combined with a tcendency towards lecaching,
they will require a considerable input of fertilizer and care-
ful management, Holyrood soils are typically 50 to 100 feet
above sea lcovel,are sct back from the coast, and have often
been cultivated and abandoned. They are available in three

major areas in Malaysia.

i) State of Perak : (a) 12,000 acres plots
(b) 8,000 acres plots
ii) State of Perlis : 15,000 acres plots

iii) State of Pahang 3 44,000 acres plots
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196. &ccording to the joint F.i:0/Food Technology
Research and Development Centre of lialaysia study, expansion
potentials for tapioca cultivation also exist in the following

states :
JOHORE 10,000 to 15,000 acres
KEDH 26,500 acres (Part of this likely to be
allotted to FLDA schemes).
SEL/NGOR 170,000 acres of’virgin jungle, needs
to be reclaimed.
NEGRI 144,000 acres of unalienated State land,
SEMBID. N
MaLACCu 3,000 acres (will need lime application).
KELANT.II 30,000 to 35,000 acres (known as deficiency
area)
197, Considering location and accessibility, the

Perak tracts appear to be most suitcble for plantation
development, Perak is conveniently located botween Kuala
Lumpur and Panang and is close to 2 railway, major highway and
the Penang Port. 4 detailed examination of other available
areas is also recommended in order to select the most suitable
and cconomically viable arca for cultivation,

Cultivation on a Planting Basis

198, Growing tapioéa on plantation basis is recommended

for the following reasons :

i) Plantations allow mechanization of ploughing
and cultivation, the proper use of fcrtilizers and
the establishment of a soil conservation and management
plan,

ii) Harvesting and collection can be organised for root
proccssing within 24 hours after harvest, a necessity
for a high quality end product,
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iii) Plantation typc of cultivation in mMalaysia will
allow the use #nd development of otherwise
unproductive lands,

iv) # plantation type of cultivation will be most
suitable for cnsuring a constant supply of roots
of uniform size to feed the plant round the year,

Sizc of Plantotion

——— ——r——

199, Plantation size will depend upon the available
acreagc and the raw matcrial needs of an cconomically feasible
processing plant. We have chosen to demonstrate the economics
of a 8,000~zcre plantation in Perak, & sizc which should meet
both criteria >f acreage availability and raw material
requirements over two consccutive years at the rate of 4,000
acres per year, Hdditioﬁal 100 acres for hbusing and factory
buildings will be acquircd.

200, Prcliminary stoms involve cnoosing a site and
clcaring the land, It is cstimated that a ycar will be
required to clear 4,000 acrcs, This 4,000 acro plot will need
to be divided into 12 blocks of approx,335 acres each, Each
block should be cleared cvery month and planted so that it
can be harvested in the second year, With this type of |
programme thc chip making plant will be getting its raw
material regularly everv rnonth., In third ycar the plant%will
be working to its full capzcity whoen all the 8,000 acres will
be harvestcd, wherecas in the second ycar only 4,000 acres
will be harvested,

Yicld

201, In this profitability study, the yicld has been
estimated at 15 tons per acre, Trials conducted at the Federal
Experimental'station, Scrdang, have favourably indicated that
yicld as high as 16 tons per acre could be obtained with the
adoption of good farm practices, Henee, with the cstimated yield
of 15 tons ver acre, production of roots in the first and second
year of harvest will be 60,000 tons and 120,000 tons respectively,
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ESTIMATED C.PITAL RECUIREMENTS

Land scquisition and Clcaring

202, Since the Holyrood soils have limitced uses,

- we have estimated alienaticn costs at $40 per acre, The
clearing of the land should be handled by a specialised
organisation on contract., The cost is cstimated at $150 '
per acre, Table XII shows the schedule of copital requirements
for land acquisition, clearing, drains, roads, conservation

and fencing,

Table XI1
Land icquisition & Clcaring Costs (M3g)
Item Year Total rer acre
1 2 '
Lnad Acquisition§
& survey 8,100 \ .
acres , 324,000 - 324,000 40
Land clearing
(felling, burn-
ing, stumping,
drainage) 65¢,000 640, 0C0 1296,000 160
Roads, bridges
and culverts 365,000 360,000 729,000 90
Conservation
and fencing 49,000 48, 000 97,200 12
TOT. 1,398,20C 1,048,000 2,446,200 302
Factcry anc ition Buildings
203, Factory and plancation buildings include fertilizer

storage and office costing $3C,000 for factory building and
$1,10,000 for workshop.

§8,000 acres plontation land, 100 acrss residential
site, future nurscry,ctc.
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Staff and labour accdmmc&:tion_

204, The dctailed estimated cost for éxccutive, subordinate
ficld staff, cstate labourcrs as well as factory staff are

rag follows 3

Toble XIII

—— . — = e =

A staff and Labour Jaccoimodation (In 4$)
ITEM Year
| 1 2
Executive
Managerfgfbungalow 50,000 -
Assistant’s bungalow - 30,000
Engineer’s bungalow 50,000 -

Subordinate Staff

Chicf clerk 12,000 -

assistant clerk (2) 8,000 8,000

Factory clerk 8,000 -

Field Conductors (2) 10,000 10,000 .

Hospital &ssistant 10,000 -

Labour

Supervisor/Foreman (4) 8,000 8,000

Lines ($2,200 each unit) 220,000 22¢,000

Creches - - 8,000

Community Hzll - 8,0C0

Dispensary and Egquipmcnt - ' 10,000
TOT:L 376,000 302,000 = 678,000

Agricultural Machincry & Zguipment

205, 4 8,000-acre plantation will involve the use of a-
variety of cquipment including Tractors, trailcrs,land rovers,
motcrcycles, lorrics, tractor attachments and miscellaneous
tools., (Table XIV gives the cohplete detail).
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Tablc XIV

agricultural ochinerv & dculpment

Item Year Cost Mg
1 2 |
Nos,. NOs.

Land Rover at the rate
of $13,000 1 1 26,000

Tractors at the rate of

$12,000 . S 10 4 168,000
Trailers at thc rate of -
$4,000 8 3 44,000

5 Tons Tipping Lorries
at the rate of §18,000 2 - 36,000

Road Graders at the rate -
of $27,000 2 - 54,000

Van/imbulance at the rate -
of $12,000 - 1 12,000

Motor-cycles at the rate
of $1,200 2 2 4,800

Plows at the rate of
$1,200 5 3 9,600

Disc.Harrows at the rate
of $1,300 : 5 3 7 10,400

Kedah Rollers at the rate :
of $1,000 3 3 6,000

Spray attachments at thec
rate of $1,500 2 2 6,000

Nursery Irrigation
Equipment 1 - ‘ B 8,000

Tools and Miscellaneous
Equipnent - - - 17,200

TOT..L 301,100 100,800 a 402,000
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Factory »lant

206, The cost of chip nelletising plant inclusive
of installation is $900,000, Payments are expected to be
made as follows s

40% on placing the order

X
)| in year 1
40% on earrival of machinery [

20% on commissioning | in ycar 2

207, = Factory .equipment includes washing, Jdrving,
pelletising, and automatic bagging machinery., The factory
is geared to cpcrate 300 days in a year with a daily through
put of 400 tons of tubers, . '

208, The final product specifications for export will

be as follows 3

Sand maximum 1,.0%
Fibrc maximum 3.5%
Starch minimum  70,0%
Moisture maximumn 10,.0%
Hater and Electricity
209, The capital expenditure for water and electricity

for 8,000 acre plantaticn and factory is taken at $60,000.

210,  Table XV gives the total capital expenditure of
the scheme while Tablc XVI gives the estimated capital cost,

Capitaol Expendaiturc
Item Yecar ' Total
' 1 2

Land Acquisition
and. clearing : 1,398,200 1,048,000 2, 446,200

Factory & Planta-
tion buildings 80,000 60,000 140,000

Housing (staff and
labour-accommodation 376,000 302,000 678,000
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igricultural
machinery and

Equipment : 301,100 100,900 402,000
Factory Plant 720,000 180,000 900,000
Water and . -
Electricity : 30,000 30, 000 60, 000
TOTAL 2,905,300 1,720,900 4,626,200
Table XVI
211, Estimated Cooital Coust of Schemc
Item Total $°0C0 Cost per acre

Land icquisition &
Clearing

Factory and Plantation
Buildings

Housing

Agricultural Machinery
and Equipment

Chip/Pelletiser Factory
Plant

Water and Elecctricity

TOT.L

., : 3
2,446.2 302,00
140.0 17.50
678.0 84.70
402.0 50.25
900.0 112.50
. 60.0 7.50

£,626.2 574.45
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212, Revenue Expenditure for first four vcars and thereafter
for plantlng 8,000 acres with taploca and processing

the _tubers into pelletised chip

Revcnuc

Year
Acres planted

Production (Tﬁbers
‘000 tonnes

Pelletised chips

(40% of the tubers) .

General charges

“Xpenditure

s_ig

iven 1n tablc XVII

Planting 8,000 acres with tapioca

& thereafter

Land Rent at the rate

of 10/acre (To begin

during first ycar of
harvest)

Planting and cultiva—

tion at the rate of
$265 acre

Harvesting at the
rate of $60/ acre

Internal Transport
$ 3/ton tubers

Cost wet tubers
ex~-agstate

Manufacturing at
the rate.of ;4,” ton-

Packing at the rate -

of $5/ . ton pallets

1 2 3 4
147000 8,000 8,000 8,000
- 60 120 120
- 24 48 48

- Expenditurc §7000
150 200 200 200
- 49 80 8b
1,060 2,1zb 2,120 2,120
- 240 480 480
- 180 360 360
1,210 2,780 3,240 3,240
- 240 480 480
- 240 240
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Cost of Pellets
ex factory 1,210 2,140 3,960 3,960

Transport to port
at the rate of 4
"$20/ ton pellets - - 480 . 960 - 960

Port charges at the
rate of 35/ ton

pellet

- 120 240 240

Insurance at the rate

ii)

iii)

of $1,25/ ton pellets - 30 60 60
Shipping at the rate
of $£48.60/ ton nellets
. i,e, freight for - . ‘ co
" Europe - 1,166 2,332 2,332
CIF Price U.K, Port - 4,936 7,552 7552
i) The esi:ate general charges cover the Manager’s. :

salary, office expenscs, general transport, medical
and social amenitics for the cstate stoff. The sum
estimated is~$150,000 during the initial year rising
to $200,000 in the subsequent year,

Land rcnt is $10 per acre and to bevpaid,frbmv>

the first year of Inrvest. '

Planting and cultivation costs are estimated at $265
per acre, detailed as follows : '

Cost per acre

=

Cultivation 35,00
Planting 35.00
Fertilizers? ' ' ~138.00
Weeding (including pest and
disease control) ' 55,00
Supplying 2.00

265,00

Sa generous manuring programmce is progosed using
compound fertilizers applied as follows s

CIRP - 80 lbs. ncr zcre (pre-planting)

CQi 44=-180 1lbs. per acre (ot »nlanting)

CCM 44-180 1lbs, per acre (four months after planting).



iv)

v)

vi)

vii)

213,

g3

Harvesting costs are estimated at a flat 360 per acre,

Internal transport is based on an average round trip
of 15 miles at 20 cents per ton mile,

Factory operational costs include factory overheads
at $480,000 per annum, processing an annual crop of
120,000 tons of tubers.,

The freight charges from West Malaysian port to United
Kingdom/Continent are US$16.20 (1 Usg = 2,50 Ms)

Revenue Expenditure per ton of Tubers and per ton of
Pellets for 2nd,3rd, 4th years and thercafter is given

in Tablc XVIII

Table XVIII

Revenue Expenditure for per ton of Tuber as per ton of

2ellets
Revenue costs have been estimated as follows :
Year
2nd 3rd 4th and
thereafter
$ per ton tuber
General charges 3.33 1.66 1,66
Land Rent 0.66 0,66 0,66
Planting & cultivation 35,33 17,66 17.66
Harvesting 4,00 4,00 4,00
Internal Transport 3.00 3.00 3.00
Tuber ex-astate 46 .32 26,98 26,98
Manufacturing 4,00 4,00 4.00
50,32 30.98 30.98
$ per ton pellets

Ex factory 125,80 77.50 77.50
Packing 5.00 5,00 5.00
130.80 82,50 82,50

Transport to Port 20,00 20,00 20.00
Port charges 5.00 5.00 5,00
Insurance 1.25 1.25 1,25
Shipping charges 48,60 48,60 48,60

CIF DPRICE UK EORT 205.65 157.35 157.35
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CONCLUSIONS 47D RECOMMENDATIORS

<

Tapioca growing and processing can be established
as an economically feasible industry in Malaysia,

7

A pelletised chiy making Hlant in Mzlaysia would

“have prospects of becoming a profitable venture in

a recasonably short period of time,

Mmnual foreign exchange savings from the
replacement of maize iwports by tapiocca pellets
may -amount to £.4 millicn,

‘There is a large and growing export market for

tapioca pellets; potential foreign exchange earnings
from this market range from $20 million to $50 million,
The establishment of tapioca technology (e.g.

knowledge of high yielding varieties, fertilizer
applications and soil management) will eventually

.increase yields and reduce costs.

Pelletised chips are preferred to ordinary chips
in the foreign markets for the following reasons s

The quality of the pellcts is uniform and pellets
absorb less moisturc,

‘Handling charges and loading charges are lower
in case of pecllets,

Felletised cargo involves lower freight charges,

Storing of pellets 1o casier and :uovos 20% - 25%
in storage space,
Tapioca can be grown on soils too poor ifor successful
rubber and oil palm plantations.
The Malaysian Cooperatives should proceed to establish
a tapioca plantation on holyrood soils,
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The possibility of establishing a joint venture
with a foreign investor for the pellctised chip
manuracturing plant shoull be explorcd, assistance
of thc International Cooperative .Jdliance should be
sought, if neccissary, for cstablishing such
collcboration,
The Mclaysian Cooperative Industrial Development
society (MCIDS) should be given the sole responsi-
bility for opcrating the plant and the plantation,
4 trial producticon of tapioca should be undertaken
on the acquired land bufore starting large-scale

cultivation,

A guality control laboratory should be established

t0 ensurce quality control of production at regular

intervals,

Possibilities of entering into a lang-term contract
with an importing country for the supply of pellets
should be explored with the_assistanée of the Inter-
national Cooperative wlliance,

The report should be treated as a pre-investment
study, & more detailed technical feasibility study
should be undertaken after a Accision had been taken
to establish the project, ‘

Full use should be made cof all the available data

and regports of studies so far made by government

and their consultants concerning production and
processing of tapicca,

The Government of Malaysia should explore the
oppertunities for trial growing of tanioca on the avai-
lable holyrood area redently clearcl by the Federal

o Land Developrment /uthority in Johore,

In anticipation of futurc expansion of tapioca produc-~
tion in Malaysia, trials should be carried out, with
the hclp of MRDRI, on the Bris soils and on the tin
tailings,to determine the cultural préctices that will
be reqguired and the nature of the yiclds that can be

obtaincd,
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