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Project No. AGIi

1. PROJECT TITLE Field Crops Restrycturing Program

2. LOCATION Upper and Central WSB
3. AGENCY MOAC, MOC, and BAAC
4. OBJECTIVES 1) Increase the value-added and farm income

2)Adjust agricultural structure responsive to new market demand .
 3) Improve the use of natural resources, particularly water

5. PHASING * Phases I to I1I;
6. DESCRIPTION

1) Justification:
Sugar cane and rice occupy a large area in the WSB, respectively about 200,000 ha and 210,000

" ha. These areas have béen decreased continuously as sugar cane and rice are bccon‘-mg less

attractive and production costs rise. The process of conversion of sugar cane and rice 1o other
- crops has already taken place in the WSB, but at a slower pace. A program is reqmred to spced
* up the process, and to effectively wtilize fand released by sugar cane and rice.

2) (,omponents

- Support to crop reslmcturmg '

- Support to farmers' training, group formatlon and markeung
- Support to minor lmgatmn works

| 3) BeneﬁciarieS' The program should give pridrity to poor and 'Small'famiérs.

. 4) Special cons1dcrauon should gwen to lmgated areas as they canbe used to acce[erate the crop
dwers:ﬁcahon proccss S ‘

5) Olher: Fihat decisions on !he conversion should be made by farme'rs'ihemsch;'es.

7. RELATION WITH
OTHER PROJECTS AG2 (High-value Crops for Niche Markets)
: ' . AGS (Cattle Fattening}
- AG6 (Dairy Production Promotion)
‘RD1 (Rural Developinent Modet) -

8.COST (APPROX)  Phasel = $20 million
. " 'Phasell =  $20 miltion
Phase 1l = $40 million



AG1  FIELD CROPS RESTRUCTURING PROGRAM

I. BACKGROUND

Kanchanaburi and Ratchaburi are the major sugar cane producing areas in the WSB, accounting
for 63 per cent and 29 per cent of the total sugar cane area in the region in 1995, respectively.
The total sugar cane area in the WSB, estimated at about 1,242,000 rai (about 200,000 ha) in
1995, represented about 21 per cent of the total sugar cane area in Thai!and This area occupies
about 13 per cent of the total farm area in the WSB.

The sugar cane area in the WSB has shown a clear declining trend in recent years. During
- 1992-1995, the area was reduced by about 20 per cent, and with the rate of area reduction
particularly acute in Kanchanaburi. Field surveys confinm this declining trend: (i) sugar factories
are moving out of the area to the northern part of the country, and (ji) farmers are losing interest
in sugar cane production as the costs have increased and yields are low and declining.

Rice is another crop that occupies a large part of the agricullurai area of the WSB. Area under
- rice production was estimated at 1.3 million. rai (213, 000 ha) or about 20 per cent of the total
agricultural area in 1995. OF the total rice area, more than 30 per cent (about 434,000 rai or -
70,000 ha) is also used for the producuon of second rice, i.c. , dry-season rice under irrigation.
Rice together with cassava, coffec, and pepper are included in the Government's Agrlcultural
Rcslnlclurmg Program (ARP) which a1ms at reducing unsuitable areas under these Crops.

. PROGRAM CONCEP_TIRATIONALE

In order to réspond to lhc new requlrements e, (1) mcreasmg rufal income, and (i)} changmg in
;markel demand, it is imperative that this subsector be restructured. In fact, this restructurm,g, '
‘process is nol new as Thai agriculture has been restructured and transformed many times before:
Indeed, the Government put substantial efforts over the last few years on diversification and
restructuring of agriculture. The ARP has beenimplemented since 1994, with the clear objective
of increasing the income of rural people by promoting high-value crops as well as upgrading the
agricultural sector in rcsponse lo emerging new market reqtii[eillexlts. ' '

The main theust of the proposed program is to increase farmers incomes in the WSB through lhc o

prometion of crop diversification from paddy and sugar cane for the benefit of the producllon of

high-value crops such as fruit, and vegetables. This undertaking would increase farmincomes as
well as lead to optimum use of resources such as water. :

Agricultural labor is considered to be one of the major constraints on the development of
agriculiure in the future. In order to mitigate this constraint, two measures could be taken: (i)
introduce agricultural machinery to replace labor when it'is technically and financially feasible;
and (it) change cropping patterns to reflect the scarcity of tabor, and promote some crops that
require fewer labor inputs. Although vegetable production would generale higher value added
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per unit of cultivated land area, at the same tinie it requires a substantial labor input. Taking these
aspects into consideration, it is proposed that the balance between vegetable and fruit tree area
should be carefilly assessed.

1. PROGRAM DESCRIPTION
A. COMPONENTS

The proposed program would include the following components; -
- Support for crops restructuring -
- Support for farmers' training, group formation, and marketmg
- Support for minor itrigation works - :

During the process of conversion, farmers will face financial consiraints for the following
reasons: (i) revenue from existing crops will be reduced or elimirated; (ii) funds will be needed
for new investment in new crops and activities, and (jii) it will take a few years until new income
can be generated, should farmers decide to plant fruit trees. Therefore, an agricultural credit Ime

is essential to mmgate ﬁnanc1al constralnts '

in addition lo1he'proyision'of‘ credit, farmiers would require technical support - in order to

effectively restructure their erops.. Technical assistance can be identified in the following areas:

- (i) reviewing farmers' interest in this program and assisting them in making decisions as final

decisions would have to be made by the farmers themselves; (ii) facititating the preparation of
apphcatmns for agricultural credit; (iii) assnslmg farmers i their eﬂons to introduce new crops '
~and (w) assastmg in water management.

* Inparallel withthe téchnical suppoﬂ farme'rs' training is considered crucial to assure the success

- of this proposed program. Farmers specnallzmg only in rice. production are generally less
advanced compared to farmers producing vegetables and fruit. These farmers arc in short of
funds as well as technology and knowledge. Therefore, it is imperative to traini them in all
-~ technologies relevant to the newly introduced crops. The markeling aspect has a patticular role
in this proposed program because the market will dictate the cropping pattern to be adopted by
farmers, and market demand will be a!ways changing’ dcpcndmg on new requ;remcnls of

- CONSUMErs.

“ To achieve this objective, minor engineering works are deemed necessary in order to bring
irsigation scheme, which was initially desigred and constructed particularly for paddy and sugar
* cane production, 1o one which wilt adapl well to the production of vegetables and fruit, In other
words, the proposed program would aim. at providing “production base” for production of
high-value crops. Vegetable production, and to a lesser extent fruit pmduchon is pamcu}arly'
sensilive 10 water avallablhty :
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B. INSTITUTIONAL ARRANGEMENTS

Various Government instilutions, private companies, and farmers' groups are expected 1o play
roles in the proposed program. Government institutions would include various departments of
the MOAC, MOC, and BAAC. It is recommended to establish a Steering Committee to
supervise and coordinate all activities.

' IV. PROGRAM ASSESSMENT
A EST]MATED COSTS

- The cost of the proposed program is estimated at US$8¢ million over a 15-year penod which is
~ divided i in three phases.

B, ECONOMIC JUSTIFICATION

~ + Preliminary assessment indicates that planting vegetables and fruit trees is financially viable for
. farmers provided that they are supporled with reasonable credit for their investment, particularly

for fruit trees, which normally takes a long time to harvest its first benefit. In economic terms,

production of vegetables and fruit trees generates multiple benefits to the national economy: (i)

vegetable and fruil trees generate higher value added than paddy and traditionat field crops; (ii)

fruit trees consume less water, an input which will become scarce in region in the future; and (jii)

" vegetable and fruit producuon is likely to find good demand in the future, particularly from
health-conscious consumers in urban areas. - : '

V. RECOMMEN'DED ACTI_ONS

(l) Parhcnpatlon of the private scctor and their initiatives should be moblhzed to lhe maximum
extent possible as they are in a better position 1o predlcl market demand and they are flexible
enough to adjust to new requireiments.

(2) Concerning lines of credit, it is recommended that the current agricultural lean conditions be -
reviewed and modified so that incentives are granted to farmers padicipating in this

resmlclurmg program.

(3) l’nomy should be given to poor and smal! farmers and ﬁna1 decision on pammpalion in thc
program should be made by the farmers themselves :
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Project No. AG2

1. PROJECT TITLE Pilot Project to Promote High-value Crops for Niche Markets

2. LOCATION Upper WSB
3. AGENCY MOAC, and BAAC
4. OBJECTIVES (1) To increase the value-added and farm income

{2) To satisfy to new demand in the markets
{3) To minimize the health risk to consumers

S_PHASING Phase |
6. DESCRIPTION

1) Justification : _
Bangkok, with about 10 million people; is a large mettopohlan area. With the growmg cconomy,

~ per capita income will increase. At the same time, consumers will become increasingly

-concerned with health. Contract farming between supermarkets and farmers’ groups has already
- been taken place. There i Is a nced to guide and systemattze the process

2) Componcms
- Suppout for promotton of hlgn value crops _
Support for farmers' training, group formation and markctmg .
Promouon of contacts between f‘armers grcups ancl prwatc compames o

3) Beneﬁc1ar1es : Private compames and farmers groups.

- 4) Spcc:al consrderanon should be given to the producnon of high- vahte-crops and chemrcal-
free produce : . ;. :

7. RELATION WITH _ R ' .
OTHER PROJECTS AGt (Field Crops Restructuring)
' : AGS (Cattle Fattening)
AG6 (Dairy Production Promotion)
RD1 (Rural Development Model)
“WRI1 (lrngated Agrrcullure Intensification)

8. COST (APPROX;) ' - US$30 mllllon, to be 'reﬁned it a subsequent éllldy.
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AG2  PILOT PROJECTS TO PROMOTE HIGH-VALUE CROPS FOR
NICHE MARKETS

I. BACKGROUND

The main characteristic of agriculture in the Upper WSB is its heavy dependence on the -
_ prOduction of both major and second rice, and field crops represented by sugar cane. At the same

-time, the area is largely covered with large irrigation schemes. Water resources are available for
dry-season farmlng over a large area. Demand for exotic vegetables, fruit and flowers are
increasing in both domestic and overseas markets. Popular vegetables in-the area include: |
aspatagus, onion, spring onion, Chinese mustard, tomato cucumber, red onion, string beans,
taro roof, and sweet potato.

. PROJECT CONCEPTIRATIONALE

?The main objeuwes of thc project are: _
- to increase valuc-added and farm income
- to satisfy new demand in the markets
- to mintmize the health fisk {0 consumers

To achieve the above objectives, the project would aim at increasing the production of high-
value crops for niche markets. In addition to agronomic support, training on the use of chemical
pesticides and ‘other toxic inputs will be strengthéned as consumers will be increasingly
conscious about their health and food in the future. As a result, proper practices of assuring
higher quality products would help secure the market for their outputs. Farmers' groupings are
also deemed crucial ta assure quality and guarantee that the products are chemical-free as
requested by consumers. The groups would also famhtale farmers’ trammg and marketmg of -
output. ' S

With a population of about 10 million people, the Bangkok Meiropohtan Area (BMA) provides

“substantial demand for general as well as exolic fruits, vegetables, and cut-flowers. Large
department stores, markel operators, and restaurants in Barigkok have been promoting good -
qualitly, exotic, and chemical-free products for their consumers. Contract farming between
companies in Bangkok and farmcrs groups should be promoted further for the productlon of
high- value producls

This typc of canlract farmmg for. the producuon of high- value crops is expected to gain -
momentum in the future, and the Upper WSB is well placed to undertake this activity due to its -
proxiinity to Bangkok and its avallabihly of resources. The future demand for high-value crops is

promising as per capita income is increasing. And as awareness of quality of life and health
become widespread, the demand for chemical-free products is expected 1o grow.
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IH. PROJECT DESCRIPTION

A, COMPONENTS -

The proposed project would include the following components:
- Support for production of high-value crops
- Support for farmers' training, group formation and markelmg
- Promotion of contacts between farmers' groups and private companies.

These componems aim at facilitating and assisting farmers in their eﬁorls to increase producuon
of high-value crops. Farmers will be supported with a line "of credit to nicet the credit
requirement during this process. The proposed credit program will be distributed mainly through
BAAC, the major agricultural bank, as generally practiced in Thailand. General credit norms will
be broadly the same as that currently applied by BAAC. One major aspect of these norms is that
farmer should contribute 20 per cent of the total cost, while the credit portion covers at most 80
per cent of the total cost.

+ In addition to the provision of ctedit, farmers would require techmcal support in order to
effectively upgrade their existing crops for the production of high-value crops. Farmers' training
- - will be provided in agronomy, group formation, and marketing. At the same 1ime, new’ crops
which can be assured of promising demand in the market should be conlmuously demonstrated
to farimers. And in response to the i incréasing awareness and concern on health issue, training on
“the proper use of chiemicals and insecticides should be promoted. Farniers' tsaining should not be
confined only to "classroom training”, field demonstrations, farmers' visits, and training from
farmers to farmers should be cncouraged Training on the formation and management of farmers’
-groups is also considered crucial as the groups will ho]d the key to quahly comrol and marketing
o mchc markets in Bangkok ' S

Farmers' groups would facilitate the marketing of outputs 1o buyers by giving a guaranty of
quality as well as delivery time. Separate and sporadic producers would make it difficult to
control quality and would increase the marketing cost to buyers. The project will also facilitate
contacl between these groups and buyers companies, and monitoring and witnessing fulfillment
of contracts between the two parties.

B, INSTITUTIONAL ARRANGEMENTS

- Various Government inSlilulions rivaie'com anies, aid farmc:rs' roups are expected to take
p g

| . part_in the project. Gaverament institutions would include various departnicrits of the MOAC,

MOC, and BAAC 1t is recommended to estabhsh a Steering Comnnltcc to supervssa and
~ coordinate all activities of the project -
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V. PROGRAM ASSESSMENT

A, ESTIMATED COSTS

- The cost of the proposed project is estimated at US$30 million. The proposed Kanchanaburi
Agricultural Intensification Development Initiative could be considered only as a part of the
- overall undertaking to boost the production of high-value crops for niche markets.

B, ECONOMIC JUSTIFICATION

Prefiminary assessment indicates that planting of vegetable, exotic fruit and cut-flowers is
- financially viable for farmers provided that they are supported with reasonable credit for their .
- investment and adequate training. In economic terms, production of these high-value crops
~ would generate multiple benefits to the national economy: (i) these crops generate higher value
added than paddy and traditional field crops; (ii) less chemical or chemical-free vegetables would
reduce the health risk to consumers; and (iii) these crops, particularly chicinical free vegetables
- are likely to find good demand in the future, particularly from health-conscious consumers in the
urban area. -

V. RECOMMENDED ACTIONS

(1) The privaté sector, such as department stores, supermarkets, and restaurants in urban areas,
should bé encouragcd to participate m the pro;ect as they are in a better posmon to understand
markel requtrements : -

(2) Conceming the fine of crcdit; it is recommended that _currénl loart conditions be reviewed and
inodified so that incentives are granted to fanmers participating in this undertaking.
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Pr_oiect No. AG3

1. PROJECT TITLE Program for the Improvement and Expansion of Tropical Fruits

2. LOCATION Lower WSB {(Chumphon)

3. AGENCY MOAC, MOC, and BAAC

4, OBJECTIVES (1) To improve the quality and increase production of troplcal
fruits

{2) To increase !roplcal fruit export
(3) To improve the tropical fruit marketmg systém

5. PHASING Phases I and 1I;
- 6. DESCRIPTION

1) Justification:

The Lower WSB is endowed with natural resources suitable for the production of lropxcal fruits.

There is a large tropical fruit area in the region. Taking advantage of the deep-sea port at Bang
~ Saphan, and the rewly constructed airport at Pathiu, it is strategically imporiant to promote
tropical fruit production for domestlc as well as for éxport markets

'2) Componenls :
© - Tropical Fruit Deveiopmem
- Tropical Fruit Marketing Support.
- Tropical Fruit Center
- 3) Bencﬁcia'riesj: Farmers, farﬁlérs' groups, and market opérato_rs‘ |
| 4) Special co;'gsiderét_ion should be given io_ihe promotion of export. |
" 7. RELATION WITH - -
' OTHER PROJECTS = AG4 (Tropical Fruits Center)

: ' RD1 (Rura! Development Model)

'3.COST(APPROX) ~ Phasel = $62 million
'  Phasell = $114 miltion
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AG3 PROGRAM FOR THE IMPROVEMENT AND EXPANSION OF
TROPICAL FRUITS

I. BACKGROUND

In the Lower WSB where Chumphon province is located, agro-climatic conditions are quite

favorable for troplcal fruit production. The region has an annual average rainfall of 1,900-2,100
- mm, about 60 per cent of which is concentrated in the rainy season from May to November.
- Soils and topography are also favorable for cultivation of various tree crops in the flat and sloped
lands of different elevations. Chuntphon province is regarded as one of the most advantageous
~ regions for production of tropical fruit. Area under fruit production in Chumphon provmce in
1995/96 is shown in the table below.,

Evoiulion of Area Under Major Fruit in Chumphon

Year : o : _E_ry_i_l_;_\_rga Growth
e 000 @
90/91 2484 :
91/92 - 257.0 . 3%
92193 ©. 3206 25%
93/24 3889 . 24%
© 94/95 384 .4 -4%

" 095/96 ; 3883 - 1%

Source : Chumphon Provincical Ag_ricultural Office.

. PROGRAM CONCEPT/RATIONALE

The main thrust of the proposed prograpil is to increase farmers' income in Chumphon by
optimizing the use of natural resources avaitable in this province. This goal would be achieved
through the expansion of tropical fruit production, which is well adapted in Chumphon. Another
* objective of expanding tropical fruit cultivation is to promote reforestation by planting tree

_crops. - Since niost of the fruil tree planting is programmed in the watershed of river basins n
| Chumphon province, it is regarded as one of the programs for reforestation and improvement of
~ the enviroment in the province. The lower river basins in the region are subject to penod:c
: ﬂoods, and such ﬂoods and ‘soil erouuon nnght be mitigated by fruit trec plantation.’

The openmg of‘Pathm a1rp0|t and thc expansion of Bang Saphan deep~sea port also presents a
good opportunity for the production of troplcai fiuit in Chumphon. Basy access to both
domestic and international markels is a very important factor for fruit production. Not only the
improved marketing systein would increase the farmgate price to farmers, but also easy access to
markets would bring into the producing area new information, technology, and other
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requirements for farmers who will eventually make efforts 1o increase their production as well as
improve the quality of their products in order to respond to the market demand.

{il. PROGRAM DESCRIPTION

A, COMPONENTS

The proposed program for tropical fiuit expansion would include three major components
- Tropical Fruit Development
- Tropical Fruit Marketing Support °
- Tropical Fruit Center

The proposed program would aim at expandmg in the prownce of Chumphon about 100,000 rai
(16,000 ha) of tropical fruit production over a period of 10 years. This expansion would be
achieved not through the clearing of forest land, but rather through the conversion of unsuitable
‘and low-value crops into tropical fruit area, The proposed expansion area is assumed to include
all potential area for fruit production in the province mcludmg all planned area for agricultural
- development. This expansion represenls ‘about 26 per cent of the current troplcal fruit area in
Chumphon over a permd of‘ 10 years. '

‘To strca_mline and improve the marketing system of the above mentioned crops in the Study
Area, the foltoiving improvements are recommended: (i) establishment of the provincial fruit and
vegetable market; (ji) establishment of a frozen fruit factory; and (iii) improvement of the niarket
- information system. © . | -

To sugport the proposed program, a Tropical Fruit Center (TFC) is also proposed. The main
objective of the TFC is proyiding necessary technical as well as marketing support for: the
. production of tropical fruit in the region. It will also be used as the center for co-ordination,
" training to farmers, and exchange of technical information among Thai rescarchers as well as
researchers from nelghbormg countries; parllcularly from ASEAN.

- B, ,INSTITUTIONAL ARRANGEMENTS

The proposed program would involve various institutions, namely the MOAC (agricultural
~ extension, the Horticulture Rescarch Institute), the Ministry of Commerce, BAAC, the Chamber
* of Commerce, and fruit producers' cooperative. It is proposed that each institution implement its
~relevant task. To harmoni ze activitics and to exchange information, it is proposed that a Steering
- Committee be established to supeivise the proposed program.
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V. PROGRAM ASSESSMENT

A. ESTIMATED COSTS

The total estimated cost of the program, including the TFC, is estimated at 4,400 million Baht or
US$176 million over 10 years.

"B, JUSTIFICATION

A broad assessment indicates that planting fropical fivit is financially viable for farmers provided
* that farmers are supported with reasonable credit for their investihent . in econemic terms,
planting tropical fruit frees generates multiple benefits: (i) fruit trees generate higher value added
‘than do paddy and field crops; (ii) fruit trees require fewer labor force which will become
* ‘increasing scarce in Thailand; and (iii) Chumphon is agronomlcally well suited for fruit
production. In addition, fiuit tree plantation would provide a positive impact on the envirohment
‘through promoting soil fixing and thus mlugatmg flood which is one of the major problem in
‘Chumphon,

V. RECOMME.'NDED ACTIONS

D) Concermng the line of credit; it is recommended that loans extended by OECF to BAAC

be utilized to the maximum extent. In view of the favorable environmental effects of fiuit tree -
. plantation, it is suggested that the current agricultural loan conditions be reviewed and mod1ﬁcd
~ so that incentives are grantcd for promolmg troplcal fmlt planlat:on - :

2)  For the Troplcal Fruit Center (TFC), lt is recomniended thal the exlstmg Chumphon
HRC be expanded under techméal ass1stance progeams of mtemanonal donors and the Thai
govemment _

3) Some’ parts of the proposcd programs should be 1mplememcd under lhe public and
private partnership (e.g., thé program for a fruit market and frozen fruit factory). It is
recommended that discussion and arrangements be initiated between the public authorities
concerned and the private sector on how to practically implement such programs.
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Project No. AG_Q

t. PROJECT TITLE Tropical Fruit Center Project
2. LOCATION Lower WSB (Chumphon)
3. AGENCY MOAC
4. OBJECTIVES (1) To collect, consolldate and disscmmaté lropicai fnnls
technology ‘

(2) To promote and strengthen the marketing system ‘ :
(3) To provide trammg to farmers and cxchangc with ASFAN :

5. PHASING Phases I to It
6. DESCRIPTION

1) Jushﬁcatlon - .
- The Lower WSB is endowed mlh natural resources suitable for the production of troplcal frults :
There is a large tropical fiuils area in the region. The proposed center will be also instrumental
* for Project AG3: Program for the Improvement and Iixpanston of Tropical Fruit . Thaitand is
well advanced in tropical fruit technology, and at the same time, the proposed Center will be
_instruinental for Thalland in its efforis to assist the upgradmg of tcchnoiogy in nelghbormg :
- countries. :

2) Components :
- Technical support to consolidate and d;sseminatc technology
- Construction of the Center
i- Runnmg :rammg courses and promolmg exchange

-3} Beneﬁcaanes Farmers farmcrs groups -and neighbonng conntncs

1. RL! ATION WITH - : : _ .
OTHER PROJECTS  AG3 (Tropicat Fruits Improvement)

$13 miilion
$6 million

It

8. COST (APPROX.) “Phasel
Phase Il
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- AG4  Tropical Fruit Center

I. BACKGROUND

The southern part of the Study Area produces a variety of tropical fruit. A total of 229,150 tons.
of fruit were produced in the region and the production is increasing. The market is mainly
domestic, but a high-value export market exists and is expanding particularly for tropical fruit
* such as mango, rambutan, mangosteen, sugar apple, papaya, guava, durian, banana, and young
~ coconut. Thai fresh fruit is exported mainly to Hong Kong, Singapore and Malaysia, and Japan.
- Other export markets include European countries and the U.S A,

" The major constraint to the further expansion of export markets for fresh tropical fiuit is the lack

of a consistent supply of good quality produce as well as post- -hacvesting technology. Japanese

consumers for example, have specific tastes in their fruit consumption. ' The couniry generally
- prohibits the import of certain types of fresh tropical fruits (such as rambutan, mangosteen,

melon, watermelon, longan avocado, loquat, lychee, plum, pomelo, orange, and tangerine).
~There is also'a rcstncnon inthe American market which effectively prohibits the import of Thai

©fresh fruit by rcquumg an analy sis to be done in order to preven! the mlroductlon of the fruit
Alies.

It PROJECT CONCEPTIRATIIONALE

The objec{we of the tropltal Frunl Center program is to provide the necessary mf‘raslmclure and
coordinating activities for production and marketing of tropical fruit in the Study Area. It will
promote the improvement of quality and production efficiencies of fruit and fruit producls in thc
region The proposcd program wdl havc the following pro_uct clements:

() establishiment of a lropical f_mit center;
(ii) dispa'tch of international experts;
(i) research into cxport markets;
(v)  research into qual:t) 1mpmvement pmducuon efﬁmency, and post harves{mg
“technology; and ' ' '
- (v) - provision” of training progr’ams: for farmers, traders, “and resedréh’cfs‘ from
'ncighboring countrics. ' ' I ' |

- It is recommended that the capability of tropical fruit research should be added to the existing
Chumphon HorticuHure Research Center (HRC) of Agncullural Depariment. The existing
Chumphoii HRC is mainly focused on perennial Iree crops such as coconut. Nevertheless, more
and more farmers are turning to these fruit trees in the region, and there are apportunitics to
- improve quality and production efliciency if appropriate rescarch and training to disseminate the
research findings are provided.
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ill. PROJECT DESCRIPTION

A. Establishment of Tropical Fruit Center

The tropical Fruit Center will be established with the functions of research capability in various
aspects of fiuit prodiction and marketing. One of the Horticultural Research Institute (in
Chumphon) of the Department of Agricullure can be upgraded to include the capability of
Tropical Fruit Center with technical and financial assistance, for example, from JICA. The
huilding for the Tropical Fruit Center can be made available by Thai Government but equipment
and technical assistance may be provided by grant aid from international donors. * Staff of the

~ Center will consist of the relevant government research staff, international experts, and staft

- from fruit exporting industries under the agrcement that the research ﬁndmgs will be shared
among the participating organizations.

‘B. Dispatch of International Experts

The project would finance the dispatch of international expeils for one to two years in the
© following fields: L

- {i) - agricultural econom:st

.(i;l) * - tropical fruit experts;
~ (i) marketing and export proniotion expeﬂ; and
(iv) - - disease and pest control expert. -

G Rcsearéh into Ey';port M_arket

- One of the main activities of the Center will be closc momtormg of exporl matkets.- The research

will take a close look at thie world fruit market, including preferred varieties for each potential

destination country. - Trade barriers such as tariff and non-tarift’ barriers will be monitored

~including quarantine requirements. The marketing activity should be coordinated with the
“domestic and overseas tourism industries, and the preparation of advemsements to famlllanzc
_foaetgn tourists with f'nut produced in the Swdy Area. '

) > Rcseaach into le:t;y lmplovement, Production Efficiency, and Post llancsl:ng
T cclmo!og)

Based on the analysns of export markets, research mlo qual;ly lmprovemcnt programs will be
cslabhshed Such rcsearch should include:

: (i)' o quahty improvement and producuon CﬂlC!EIle,
(i}  eftective sterilization melhods for That fresh fruit agamst Oriental ﬁ‘llll Nies and
" Melon flies; and
(iil)  post-harvesting storage, grading, and- packagmg methods 1o enhance product
marketability. :
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E.  Provision of Training Pregrams for Farmers, Traders, and ASEAN Researchers

The Center organizes occasional seminars to disseminate research findings to fiuit growers,
export traders, and ASEAN researchers at a minimum cost to the participants. Field trips to
successful plantations within the country and overseas will also be organized.

IV. PROJECT ASSESSMENT

“The project will-promote the development of export-oriented fruit and fruit products and
increase the growth of agricultural sector output in the region. '

" Currently, there is a limitation on market facilitics (such as wholesale markets or disiribution
* centers) for fruit producers and traders. There is no standardized grading system for fruit except
for that used in mango export to Japan, which is supervised by the Department of Agricultural
- Extension. Packaging is also an important element in fruil trading to minimize damage during
* transportation. :

The expected cost of this project, other than land, is US$ 13 million,

" Duilding ' o - US$ 1.5 million
Equipment ' - US$ 2 million

~ International Experts (5 years) ~ USS$ 4 million

“Research Fund (5 years) US$ 3 million
Training Material ~USS$ 0.5 million
Others ~ - - US$ 2 snillion

Total -~ - USS 13 milfion
V. REGOMMENDED ACTION

It is recommended that the _exiﬂingf, Chumphon Horticulture Rescarch Center be expanded by -
means of project-type technical assistance by an international technical cooperation agency.
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Project No. AGS

{. PROJECT TITLE Caltte Fallening Program

2. LOCATION Upper and Lower WSB
© 3. AGENCY MOAC and BAAC
- 4. OBJECTIVES (1) To supplement and faisc the farm income

| (2) To increase meat §upply
. 5. PHASING Phases Lo 111

6. DESCRIPTION

| ]) Justification:

About half a miltion head of cattle is brought into Thaitand each year, parhcularly across the .
border with Myanmar. The WSB provides a good site for cattle fattening as it is adjacent to the

- border area. In addition, the Upper and Lower WSB are agricultural areas where agricultural

' by-products are available for animal feed.

2) Components .
- Technical suppott in animal health and discases conlrol
- Credit line for the investment and workmg capital -

3) Beneﬁc:anes : Farmers and farmers' groups_

7. RELATION WITH I -
OTHER PROIECTS ~ - . AGI (Field Crops Restructuring) :
: ' AG?2 (Iligh-value Crops for Niche Market)
AG7 (Slaughterhouse Modernization)

8. COST (APPROX) ~  Phasel = $5million
Phase Il = $10 million
Phasc I = $15 million
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AG5  CATTLE FATTENING PROGRAM

L. BACKGROUND

Thailand has been for decades a major mégrket' for live animals, patticulatly cattle, from
‘neighboring countries. Although the import of live animals is still regarded as illegal trade, this
activily has been widespread for a long time. The best estimate suggests that about haif a million
'head of cattle is brought into Thai markets each year. Animals imported into the WSB region
come from Myanmar. Allhough there is no thorough study- of the source of these animals,
reliable evidence suggests that some animals are brought in from as far away as Bangladesh and
India.

g Contrary to the trend of buffalo in the region, the number of caitle in the WSB has been
© increasing since 1988. The total number reached about 635,000 hcad in 1992, which represents
about 11 per cent of the total cattle population of Thailand. More than 80 per cent of the total
catllc poputation of the WSB is concentrated in the Upper WSB. Cattle produchon in the wsB
can be charactcnzed as fol[ows ~

- Most of the ca!tle in the area is raised mainly f'o'r meat, particularly for markets in Bangkok.

Part of the catile is brought into "1 hailand across the border wnlh Myamnar and i‘attencd for a
limited period before they can be sold to siaughterhouses '

Parl of the caule in Kanchanabun Ratchabun and Petchaburi are nnlk cows that supply mllk_ ‘
to the Nongpho Dairy Co-operative in Ratchaburi and DPO's milk plant in Pran Buri.

There are a iimber of conslramts rclevant 1o lweatock devclopmcnt in Thmland parttcularly in
the WSB. These constraints are:

- " Limitation of cheap animal feed: fodder. Increases in land price, particularly around the big
cities, will make production of fodder financially less attractive. '

As noted above, animal disease is widespread, panicularly FMD: The Government has made
many attempis to create "discases-frec” zones in rlhauland but it wdl takc time before such
plans can be realized and become eﬂectwe :

: '}‘mally, thc enwronmenlal aspect wnll be mcreasmgly crucnal 1o Thai socwly in the future.

People will weigh the financial returns and the "quahty of life" when undcrlakmg a hvestock '
business. '
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il. PROGRAM CONCEPT/RATIONALE

The main objectives of the proposed program are:
- to supplement and raise the farm income
- to increase meat supply to satisfy market demand

Demand for livestock and dairy products in Thailand is and will steadily be increasing. While
Thailand already exports frozen poultry and other meat products, beef, pork, and poultry is in
high demand within the country. Growing citics and the expanding tourist industry Tequire a
substantial amount of livestock products, padticularly beef, which cannot be satisfied by
domestic supply. To fill the gap, currently, a large number of cattle is- been brought into
Thailand, legally and illegally, from neighboring countries. In addlhon hlgh quahty beef is

~ imported from the United States and Avstralia. |

- Animals brought across border are kept for fattening for about thiee months untif they are ready
- for slaughtering and sale to markets. At the time the animals arrive in Thailand, the price at the
"~ border is estimated at about 2,000 to 3,000 Baht per head. Afer three months’ fauening, this
- price may reach as high as 8,000 to 10, 000 Baht. Cattle fatténing has been quite a popular
mcoma generahng aclmty among people hvmg in provmces bordermg on Myanmar '

There are a riimber of _constramts_ on promotmg caule fattening actwuy.‘ (i) for new participants,

the need for initial ‘investinent costs to establish a facility and to buy animals, (i) a lack of
- experlise among new cattle farmers, and (iii) a shortage of fodder in some area. One of the major
~issues relating to the smuggling-fattening activily is that it will continue to make it difficult for

~ “the Govermnment to control diseases such as foot-and- mouth discases broughl in with the

ammals '

’ The main thrust of the proposed pmgram is to incréase and dwcrsnfy farm income by promelmg
‘the developmenl of cattle fallemng in the WSB.

" lIl. PROGRAM DESCRIPTION_ |
A. COMPONENTS

The program will include two main components: . -
* « Technical support in animal health and discases control
- Credit line for the investment and working capital -

Anina! health and disease control is one of the major concerns of the cattle fatiening farmers,
-~ particutarly new farmers. Furthermore, animals are brought across border after a long jouriey,
and thus they are weak and susceptible to various diseases when they arrive. The technical
assistance provided under the proposed program would include: (i) animal health, (ii) feeding,
and (iii) disease contral. The required technical expertise is largely available and provided by the
Department of Livestock Development (LDL). In addition to assistance in animal health and
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discases control, new farmers would need also assistance and advice on new facilities and
management know-how during the start-up period.

Farmers will also require credits to cover: (i) investment in facitities and equipment; and (ii)
working capital to purchase animals and other inputs. A fine of credit is considered necessary to
assist farmers to meet credit requirement. The proposed credits will be handled by the BAAC,
the major agricultural bank in Thailand. The LDL is expected 1o assist farmers and facilitate
applications for credits to the BAAC.

B. INSTITUTIONAL ARRANGEMENTS

The proposed program is relatively straightforward as it involves only the fattening of cattle, As
discussed in the foregoing section, the LDL and BAAC will be responsible respectively in the
fechnical and credit aspects. However, close caoperation between the two institutions is deemed
* crucial for the success of the proposed program.

IV. PROGRAM ASSESSMENT
© A.ESTIMATED COSTS

The total cost of the proposed program is éslilzlaiéd at US$30 million over Phases I to 111 Thé
. proposcd program would focus mamly on the Upper and Lower WSR.

~B. JUSIII*!CA'IION

_ Prcliminary _assessme‘nt of the cattle fattening program suggests that this activity is tinancially
- and economically viable if farmers receive adequate éssisla‘nce on health and disease contro). Ttis
ﬁnanmally atlractive to farmers as markets will continue t6 provide increasing demand for meat.
In economic terms, the caitle fattening program will provide muktiple benefits: It witl {i) gcnerate_
reasonablc value added to the economy, (i) create additional income to the rural communities;
~and (iii) save foreign exchange that would otherwise be used to nnporl meat from abroad. In

addition, the cattle fattening activity will generate organic niatter for agriculturat usé in the WSB

region. However, there are two negative aspects relalive to this activily: (i) it might affect

amenities especially if this undertaking is carried out on a large scale and {n) it brings in diseases, -
- particularly if animals are imported without controls.

V. RECOMMENDED ACTIONS

(1) Pay adequale attention to amerities, patticularly in areas where the Governnient plans 10
. promote residential and tourism areas and the Science City.

(2) Large concentrations of this activity should be avoided in order to mitigate impacts on
amenities.
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Project No. AGE

1. PROJECT TITLE Dairy Production Promotion Program_.

2. LOCATION wsB

3. AGENCY.' MOAC, BA:‘;C, DPO, and Co-operalivgs

4, OBJECTIVES ' (lj To supplement and‘incre‘asc the farm income

{2) To satisty the market demand and substitute import
5. PHASING PhasesLto1ll -
6. DESCRIPTION

1} Justification: :

Similar te meat preducts, dairy product demand is expeclcd lo increase as they have a high
~ income elasticity of demand. Presently, increasing domestic demand is not satisfied by national
products. Domestic milk supply has been encouraged to filh this gap. Dairy productlon has been
promoted intensively in the Upper WSB through Nongpho Dalry Co-operative in Ratchaburi.

~ However, increases in land prices and wages in the area near large cities erodes the comparative

advantage of the Upper WSB, There i is a need 10 expand milk production to the southern pan

2) Components : -
' - Technical assistance m fartiers’ lrammg, animal health and disease conitrol
- Support for the establishment of common facilities such as co11echon pomls '
- Credlt line to farmers for investiment and workmg capnal

~3) Beneﬁcuanes: Fatmers and farmers' groups. -

7. RELATION WITH '
- OTHER PROJECTS: ~ AGI (Field Crops Restmclurmg)
o ' AG?2 (High-value Crops for Niche Markets)
AGS (Cattle Fattening Program)

8. COST (APPROX)) Phasel =  $5 million

Phase It = . $10 million
Phase IH = $10 mitlion
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AG6  DAIRY PRODUCTION PROMOTION PROGRAM

I, BACKGROUND

In the WSB, dairy development has been promoted through the creation of farmers' co-
operatives such as Nongpho Dairy Co-operative in Ratchabuii and the establishment of the
factory by the Dairy Farming Promotion Organization (DPO) in Pran Buri. However, over the

past few years, private companies have started to enter the dairy business. Milk productionin the
- WSB is concentrated in two provinces: Ratchaburi with 55,000 tons per year or 79 per cent of
* the 1otal WSB production and Prachuap Khirikhan with 14,000 ton or 21 per cent.

' Although the performance of Nongpho Dalry Co-operative has been inipressive since its

establishment in the 1970s, discussions with senior managers suggest that the co-operative is
facing problemsin its efforts to expand its operation, namely an increase in land prices. To cope

~with this structural issue, the co-operative is considering expansion of its operation {o the

- southern part of the WSB: The DPO, operating in Pran Buri, also reveals similar concern and

_ presemly collects milk as far away as Chuinphon province. Currently, DPO's headquarters is

- planning to establish another processing plant with a capacnty of 60 1ons per day in Surat Thani -
in the near future :

In general, there are a number of constraints on the development of mitk products in the WSB.
One of the common constraints on dairy production is the limited supply .of anima! feed.
Although generally concentrate is used partly to feed the animals, natural feed is still required to
supplement the concentrate. The supply of natural feed is becoming a problem in SOME areas as
the price of land is high, and thus there is no adequate incentive for farmers to produce hay for -
animals. In addition, dairy farming requires a great deal of labor. In areas where wages arerising -
and there are job alternatives, milk production often proves to be less attractive to farmers.
Furthermore, dairy production is less altractive to" most farmers as this activity requires
permanent labor and thus limits their freedom to participate in other sacial activities, '

Il. PROGRAM CONCEPT/RATIONALE

Statistics on milk production in Thailand show a spectacular increase of more than S0 per cent
between 1992 and 1994, Even with this high rate of growth, the supply of milk cannot satisfy the

~ increasing demand in the country. The démand for mitk i is estimated at 2,000 tons per day, while
the current mitk supply is only about 800-900 tons per day. Per capita milk ¢onsumption has
increased from about 2 liters 6-7 years ago to the current level of about 10 liteis, With the new
Government-supported drive to introduce milk to schoo! children together with thc increase in
the purchasing power of Thai consumers, it is expected that per capifa milk consumption will
increase in the future.

The proposed program would aim at increasing the production of mik in the WSB in order to
‘meet market demand. ‘The main objectives of the program are:
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- to supplement and increase farm income
- to satisfy the market demand and substitute for imports

However, encouragement of dairy production cannot be promoted without dairy factories asit is
very crucial to secure marketing outlets for praducing farmers. This aspect is very important,
especially for new farmers as investment in dairy production is a relatively costly business. The
- successful experience with Nongpho Dairy Co-operative and the DPO- should be carefully
3 studied and replicated in other areas where the potential is high in terms of ample feed supply and
‘the existence of enthusiastic farmers. Thus in planning for the expansion of dairy productionin -
the WSB, future plans of the Nongpho Co-operatwe and the DPO should be mcorporated and
‘assessed.

- Tl. PROGRAM DESCRIPTION

'A. COMPONENTS

The proposed program would include the following components:.
- Technical assistance in farmers’ training, ammai health, and disease control
- Support for the establishment of common facilities such as collection pomt
- Credlt llnes to farmers for investment and working capltal

Animal health and disease control is one of the major concerns of dairy farmer:, parucularly new
farmers. Furthermore, dairy production réquires sophisticated managcmcnt higher technology,
and a good understanding of marketing, hygiene, and co-opérative activity. The assistance
provided under the proposed program would include not only the technical aspect but also
marketing and co- opcrauve aspects. It includes: (i) animal health, feeding, and discase control;
(i) management and care of the animal; and (i) marketing and co- operative aspects. The
-~ technical expertise is largely available and provided by the Department of ‘Livestock
Development (LDL), DPO, and relevant participants such as the Nongpho Co-operative

" The program would also provide assistance for the establishment of common facility such as
collecting points and other storage and marketing equipment. This assistance will be in the form
of credits or grants to farmers' co-operatives, DPO, and Nongpho Co-operative to expand the
: 'collecuon nétwork and processmg facitities.

- Farmers will also require credit to cover: (i) mvesimcnl in facilities and equipment; and (ii}.
o working capital to purchase animals and other inpuls. A line of credit is considered necessary to.
- assist farmers to meet reqmrcmenls for credit. The proposed credits will be handled by the
- BAAC, the major agricultural bank in Thailand. The LDL, DPO and Nongpho Co- operalwe are
- expecled to assist farmers and facilitale applications for the BAAC credit.

B. INSTITUTIONAL ARRANGEMENTS

The proposed program would involve farmer's co-operative such as Nongpho, DPO, LDL, and
BAAC. LDL will be responsible for technical aspects, BAAC for credit, and DPO and Nongpho
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for purchasing, marketing, and formation of co-operatives. Close cooperation among these
institutions is deemed crucial for the success of the proposed program.

IV. PROGRAM ASSESSMENT

A. ESTIMATED COSTS

- The total cost of the proposed program is estimated at US$25 million over Phases | to 111 The
proposed program would focus mainly on the Upper and Central WSB in Phases Tand I, and the
“Lower WSB in Phase 1L

B. ECONOMIC JUSTIFICATION

* Preliminary assessment of dairy farming programn suggests that this activity is financially and
“economically viable if farmers receive adequate assistance on health and disease control. In-
“economic terms, dairy farming will provide multiple benefits: (i) generate value added to the

* economy; (ii) create additional income to the rural communities; and (iii) save foreign exchange
" that would otherwise be used to import dairy pmducts In addition, dairy farming activity will

generate organic matter for agricultural use in the WSB region. However, this activity might

negatively affect the amenity aspect especially if this undertaking is carried out on a large scale.

V. RECOMMENDED ACTICNS

m Securmg the markehng outlet is deemed very cmc:al and thus closé coordination with
_existmg institutions, such as DPO and Nongpho Co- operatwe should be cncouraged

(2) The amem!y aspecl should receive adequate altention, parucularly in' areas where the
Govcrnmenl plaus to promote residential ‘and tourism areas and the Smence C:ly

3) Dairy farming is a sophisticated activily and requires a higher degree of understanding.
Adequate training to farmers on this matter is a prerequisite.
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Project No. AG7

1. PROJECT TITLE Slaughtcrho use thderm@tlo_n Project

- 2. LOCATION -~ WSB
- 3. AGENCY MOAC, MOI, MOH, BOI,‘BAAC, and Municipalities.
4. OBJECTIVES (1) To establish modem slaughterhouses '
(2) To minimize risks associated with poor hygienic conditions of
meat; ‘ -
S PHASING -~ . PhasesItolil

6. DESCRIPTION

Y Justification : : :

“Consumption of pork and beef is increasing in Thailand. Some provmces in ihe WSB are well
suited for livestock development, but slaughterhouses in the region are too old and in poor
‘hygienic condition. This siluation limits further dc\.elopmmt of the- mduslly as well as
: opponunmes for meat expon -

2) Components
- Study laws, regulatlons and tax incentives regardmg slaughterhouses
- - Construct a number of modern slaughterhouses
- Modernize some emstmg slaughterhouses =
C- lncreasc public awareness of hyglenic meat consumpuon

- 3) Beneﬁmancs slaughterhouse operators and consumers..

T RELAT!ONW]TH_ o .
“OTHER PROJECTS . AGS5 (Cattle Fattening)

8. COST (APPROX) ~ Phasel =  $10 million
. ' Phasc 1 = $13 million
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AG?7  Slaughterhouse Modernization

|. BACKGROUND

" As domestic pork and beefco nsumpllon increases in Thailand, so does ilic potential for the rapid
growth of the livestock industry. Some provinces in the WSB are well-suited for livestock
development, but siaughterhouses in the region are too old and not in hygienic condition, which

Timits the further development of the industry as well as opportunities for meat export.

The Animai Slaughtering and Meat Sale Control Act of 1959 enforced by the Ministry of the

Interior stiputates that: (1) a permit from the local government is required to build a
~ slaughterhouse and that after it is built, owaership is transferred to the local government, (ii)
prior to slaughtering, all animals must be inspected and issued a slaughtering permit, for whicha -
fee must be paid; and (jii) meat from each slaughterhouse cannot be shlpped outside the legal
market area of lhe staughterhouse (i.e., within the provincial borders). - The rationale for these
requirements is to ensure sanitary inspections in order to protect public health and to increase
- local revenues.: Howcver this procedure is not followed ngorously

o II.'PROJECT CONCEPTIRATIONALE |

To provxde the necessary legal ﬁnanma! and techmcal framework for the development of
livestock industry in the WSB, the proposed project will review the institutional framework
regarding staughterhouses and meat trading, and establish modern staughtering facilities for
“demonstration purposes. The proposed Slaughterhouse Modernization Program will have: the .
following - project elements: (i) institutional lmprovements (i) preparation of facility
improvement plans; (iii) construction of demonstration facitities: (iv) pmvns!on of trainmg :
program for meat traders; and (v) design and implementalion education program.

The ag,encws/groups rcsp0n51ble for the Siaughterhouse Modcrmzatlon Pro;ect w:ll be lhe
Municipal Governments, the Ministry of Agriculture and Cooperatives {Department of
Livestock Development, or DLD), the Ministry of the Interior, the Mlmstry of Health, the Board
of Investment (BOI), the BAAC and prwatc inivestors.

. PROJECT D'ES(}RIPTI:ON
A. lnshtulloml Impxowmenls

Institutional improvements involve a review of the cxtstmg laws and regulahons regarding
animal slaughtering and meat trading. The relevant legislation are llsled as follows:

(i) Animal Epidemics Act (B.E. 2499, 1956)

(i1) Animal Slaughtering and Meat Sate Control Act (B. E, , 1959)

- (iii) Staughtering and Mcat Market Control Act (B.E. 2535 1992)
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(iv)Regulation of Depariment of Livestock Development on Importing or Moving Animals
or Carcass Within the Kingdom (B.E. 2537, 1994)

In early 1987, approval for private investment in slaughterhouses was granted for firms who had
obtained promotion status from the Board of Investment (BOI). Several private enterprises
have so far obtained promotion status and a few have actually started up slaughterhouses, but
some of them have already closed operations. It is believed that this is due to the current zonal
restrictions on the trading of livestock and meat. The study will also review BOI tax inceatives
to private slaughtérhouscs that can provide discase-free pork and beef to consumers.

B. Facility Improveménts Plan

In accordance with the framework set by the recommended 1mprovements in the relevant laws,
the study will prepare plans for modernizing staughterhouses in the region. The facilities may be
prowded cither by the public or private sector, but controlled by DLD for disease and meat
quality. The meat trader will also have to foliow DLD gmdelmes 10 secure supply of disease-free
livestock from approved farms. :

The DLD cotrol will be imposed at the followmg stages
(t) Ante-Mortein Inspection; - .~
(ii) Post-Mortem Inspection;
- (ui)Carcass Inspection;
(iv) Sanitary Inspection of Water, ‘Storage, and Eqmpment
(v) Inspection of Worker Cleantiness; and
(vi) Sanitary [nspection of Meat Truck.

. Construction of Demaonstration Facilities

The study will recommend the location and specification of one or two modern and hygienic
slaughterhouses within the Study Area for demonstration purposes. Currently, DLD plans to
construct such facilities in Chachensao and Chumphon by involving the private sector. Assuming
that these facilities will be in operation soon, this study will recommend further experiments inits
financing and management based on the lessons to be learned by Chachensao and Chumphon
projecis.

"D, 'Trai'n_ing Prbgi'ams for Meat Traders
At the demonstration facmlles DLD cou!d orgamze trammg programs for meat traders. The,
meat traders will fear all aspects of meat handlmg in accordance wilh international standards
Upon compleling such lranung, DLD could issue license to each irader.
E. " Public Education Program
The study will design and implement a campaign to increase public awareness of hygienic meat

consumption. Brochures currently prepared by DLD will be improved and widely distributed.
TV and radio programs on this subject should also be prepared and broadcast within the study.
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V. PROJECT ASSESSMENT

The project will improve hygienic standards and the quality of pork and beef produced and
distributed in the region. This is expected to improve the ultimate quality of meat produced in
the Study Area and increase the livestock market both domestic and overseas.

“The cost of the project is estimated at US$22.5 miillion, as follows:

** Technical Assistance = | ' " US$ L5 million
~Construction of Two Slaughterhouses ' - US$ 20 million
Training Expert Meat Cutting - US$ 0.5 million
‘Design and Implementation of Public Educauon Program -~ US$ 0.5 million

Total ' _ _ - US$ 22.5 million

V. RECOMMENDED ACTION

1i is recommended that the Ministry of Interior take initiative in restructuring the institutional
and legal frameworks for slaughterhouse modernization, and that the related institutions
- cooperale in promotmg modernization. :
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Project No. AG8

§. PROJECT TITLE Agro-Processing Promotion Program _

2. LOCATION Upper and Lower WSB
3. AGENCY MOAC, MOC, BOI, and BAAC
4. OBJECTIVES (1) To supplement and raise ih_e farm income

(2) To create rural employment oppoitunities
- (3) To promote the sub-regional co-operation

5. PHASING - Phases 1 to 1l
6. DESCRIPTION

1) Justification:

Agro-processing is one of the major economic activitics in the WSB However, exlstmg
-~ factories are increasingly facing the problems of a labor shoriag_e wage increases, and thus
increasing prices of raw matertals. Some factories are planning fo produce raw materials in
Myanmar (on the opposite side of the WSB), and bring output for further processing in
* Thailand. Although this move can be seen as somewhat detrimental to agriculture in the. WSB, it

~is inevitable as subregional cooperation will be strengthened and at the same time Thailand will

adopt a freer trade reglme

2) Componenls
- - Strengthening information on mvestmcnt and exchange
= Streamlining and facilitating procedure on uwestment
- = Provision of credit line and insurance
. - Provision of {echnical assistance to Myanmar side

-3) Beneficiaries: Ag(o-préceSSing opcratoﬁs. |

7. RELATION WITH _
OTHER PROJECTS AGH (Field Crops Restructuring)
: AG3 {Tropical Fruits Improvement}
102 (Ago-industry Community Model)
RPi12 (Subreglonal Lmks with Myanmar)

8. COST (APPROX.) ‘Phasel o $I(]m|lllon _
T f . Phasell $10 million -
Phase 1l =~ $10 mitlion
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AG8  AGRO-PROCESSING PROMOTION PROGRAM

I. BACKGROUND

Agro-processing industry is one of the major economic activities in the WSB. The industry
. processes mainly raw materials  available in the region (sefer to Volume 7 on Industrial
Development). However, existing factories are increasingly facing the conumon problem ofa
* " fabor shortage, wage increases, and thus increasing prices of raw materials, Some factories are
planning to pfdduce’ and/or buy raw materials in Myanmar (on the opposite side of the WSB),
- - and transport them for further processing in Thailand. Discussions with managers of agro-
processing factories in the area indicate that presently they are mcreasmgly facing difficulties due
to wage increases and a limited labor supply. Although this move can be seen as having a
_negative impact on agriculture in the WSB in the long run, this situation is considered inevitable
‘taking into consideration the speed of subregional cooperation and the progress of the Thai
. economy.

il PROGRAM CONCEPT/RATIONALE

" In order to provide dynamism to the rural areas and te increase farm incomes, agro-processing
should be maintained and encouraged wherever feasible. Taking into account the different
degrees of development between Thaitand and Myanmar, agro-processing is considered to offer
good potential in the WSB. As the production of vatious fruits and vegetables is expected to
increase together with the possibility of importing raw materials from Myanmar, agro- -
processing capacity, should be upgraded and strengthened. The canning of fruit and vegetables,
and the development of other new agnculiural products should be encouraged

At the same tine, the Myanmar S|de of the WSB ofters good polenttai for the produchon of
agricultural products similar to those currently available in the WSB. The main difference is that
the quality of agricultural products is generally inferior, but production cost is lower due to -
unexploited resources and lower wages. Although initial investnent and efforts are necded to '
raise the quality of these products to an acceptable standard, this region of Myanmar is a
potential supply center for the agro-processing industry in the WSB. Development of the
infrastructure to connect the two countrics will surely facililate and expand this trend. Thus, the -
area around Kanchanaburi and Chumphon is an ideal location to tap the opportunity for
processing of agriculuiral supplies from Myanmar in the fuiure.

- Therefore, lhe development of agm processmg proposed here should be conceived broadly
Firstly, it will follow the traditionat path of agro- procesczlng i.¢., the processing of raw materials
available in the area. Secondly, however, this activity will have 10 somehow modify its operation
in order to respond to new requirements and opporlunities. These include increases in wages,
the limited supply of somé saw materials, and the integration of the area. In the future,
agricultural products can be produced on the Myanmar side of the WSB, and then shipped to
~ Chumphon and Kanchanaburi for final use in processing factories.
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‘The major objectives of the proposed program are: -

(1) to supplement and raise farm income,
(2) 10 create rural employment opportunitics, and
(3) to promote subregional cooperation.

I PROGRAM DESCRIPTION

A. COMPONENTS

" The proposed program would include the following components:
~ - Strengthening of information on investment and exchange |
- Streamlining and facilitating of investment procedures

- Provision of credit lines and insurance

- Provision of technical assistance to Myanmar side

. Ailhough commercml exchanges between lhe two countries have aheady been takmg place ata

© lower level, a more systematic approach to promote commercial exchange and to strengthening

" investment information should be established. This objective could be realized by establishing a
bilateral commitlee supported by private enhty such as the chanber of commerce in both
coumnes : '

* Procedures on investment and exchange should be also streamlined and simplified to boost this
cooperation. This task is conceived basically to review taws and regulations on investment, laws
and regulations on immiggation, and taxation. Officials and expetts on trade and investment from
" both countries will handte this issue. A working | gronp inctuding experts from both countrics is
deemed necessar). to address these issues. -

In addmon to streamhmng the procedure for investment and strengthening the investment data
base, a line of credit and insurance system is needed to facilitate and assist investors and
minimize their risks. From the Thai side, the real investment and day-fo-day management will be
carried out by private companics that have accumulated adequate experience in this field.
However, the Government should assist and facilitate initiation of the cooperauon and provision
- of alegal framework for the investment. In addll:on the proposed program should also provide
~ technical assistance to Myanmar as'the need for such assistance is envisaged in all areas.

B IINST.IT UTIONAL ARRANGE[\'I ENTS

Various Govcrnmem agenmes and the private sector are expecied to take parl in this

undertaking. These institutions include: the Ministry of Commerce, the Ministry of Industry,

BOI, and MOAC. Private organization such as the chamber of commerce will play crucial role in

this undertaking. The Ministry of Commerce is considered approprlale to take the lead and
coordinate all efforts.
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V. PROGRAM ASSESSMENT

A. ESTIMATED COSTS

The total cost of the proposed program is estimated at US$30 miliion over Phases 110 13l

B. ECONOMIC JUSTI FICATION

It is premature to qt;arltitatively as_sess.the benefits of the proposed program. In addition, this

program would focus mainly on institution and legal aspects. However, it is clear that the
proposed program would benefit boih countries in the future, as the economic law will shape and

- speed up further cooperation ‘and integration especially with the expected participation of

Myanmar in the ASEAN community.

V. RECOMMENDED ACTIONS

* (1) Adequate attention should be paid to the sensitive political environment and the social set-
up in Myanmar. Large-scate cooperation a ppears timited in the short run, but cooperatlon shoutd
* beinitiated as soon as possﬂale :

-(2) Private sector initiatives should be encouraged and coordinated.

(3) The environment on the Myanmar side is well preserved, where natural resources are less
explotted. These aspects should réceive adequate consideration for longer term development.
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Project No. AG9

L PROJECT TITLE  Water Application Efficiency Improvement Program

2. LOCATION All WSB |
3. AGENCY MOAC, RID, and BAAC

4. OBJECTIVES | (1) to economize water resources

(2) to improve the quality of agricultural products
5. PHASING Phases I to Il |
6. DESCRIPTION

1) Justification: :

Water is beconung a scarce commodity, particularly during the dry season, due to the increase in

demand from var lOllS_ sectors. Although a water charge is not imposed on farmers at present,

water has an economic cost te the national econonty. The p'ohcy to introduce a water charge is
desirable but politically it is not feasible in the near future. Tt is more realistic to technically
- improve and vpgrade thei lrrlgahon system in order to economize water use. The program should

~adopt a “"bottom-up" approach, i.e,, to response to dcmands initiated and prescnted by pnvate

- sector, farmers groups, and farmers - '

2) Components:
- Technical support for the selecnon of appropriate site and lrngauon equlpment
Subsndnzed credlt line to upgrade lrrlgatlon equipment..

3) Bcneﬁcmnes: farmers, prwate operators

-~ 7. RELATION WITH _ ' '
OTHER PROJECTS AGT (Field Crops Rcstruclurmg) _
' AG?2 (High-value Crops for Niche Markets)
 AG3 (Tropicat Fruit Improvemeat)
WRI (Jrrigaied Agriculture Intensification)

8.COST(APPROX) ~  Phasel = $10million

~ Phase1l = $10 miltion
‘Phase it =" $15 million
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AGYS  WATER APPLICATION EFFICIENCY IMPROVEMENT
| PROGRAM

i. BACKGROUND

- Agriculture in the WS1 region is well diversified, and natural resources are almost l‘ully utilized.

~ Growth through expansion of land and natural resources appears virtually complete, and thus

‘efforts for future agricultural development should be focused on the improvement of efliciency
 rather than expansion of land and other natural resources. It will be economically as well as
* environmentally costly to further expand agricultural operations. This situation is particularly
. obvious for both land and water resources. In the past, agricultural land has been expanded at the
* cost of depleting forested areas; and the new development of water resources will be even more
economically and environmentally costly. Thus, agricultural development in the WSB should be
- conceived within the framework of the sustainability and availability of natural resources. Future
* emphasis should be ptaced on how to use resources more efficiently rather than expanding them
(refer to Volume 9 for more details on water resources).

. PROGRAM CONCE_PTIRAT&ONALE

The main objectives the pmposed progran are:
© -'1o economize water resources
- lo improve the quahty of agncultural products

At presenl as water is being distributed to farmers free of charge, financially it is very hard to
envisage any farmers' initiative to economize on water use, i.c., oplimizing water use by shifting
cropping paltérns toward ones that require less water. Water shortages are: prcvalent in

~Thailand, and thus there is severe competition for water from other sectors in some aréas. It is :
pro;eclcd that the demand for water will surely increase with the expansmlz of economic activity, -
but at the same time the incredse in water supply will be less promising. Policies and measures
should be taken to preempt water shortagcs which appear very likely in the future. The
promotion of the use of pipe, sprinkler, and dnppmg systems should be encouraged.

Although a water charge is not unposed on farmers at present, waler has its economic cost to the
national cconomy. It is desirable from the national cconom:o point of view to introduce a water :
charge, but politically it is not feasible in the near future: Therefore, it is more realistic to
‘lechmcally improve and upgrade the irrigation system in order to cconomize water use. The
~ program would adopt the "bottom-up" ‘approach, i.e, to respond to demands initiated and
presented by private scctor; farmers' group, and farmers

A shortage of water would affect negatively the agricultural sector, because: (i) it would limit the

possibility for the conversion to high-value crops as they are generally more sensitive 10 water
availablhly, and (u) the quality of the agricultural products would be hampered.
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ill. PROGRAM DESCRIPTION

A. COMPONENTS

The proposed program would include the following components:
- Technical support for the selection of appropriate site and itrigation eqmpment
- Subsidized credit line to upgrade irrigation equipment

* Ficstly, technical assistarice' would be provided to f‘acihtate this program, 'lfec!_mic‘al experts:
would provide assistance and advice on the selection of appropriate sites and thus appropriate
©irrigation equipmém required. The technical experts would then endorse the reduiremeht’ and
assist farmers in preparing applications for credit to BAAC. This type of expertisc is available
- within Thaitand.

At the same time, a line of credit is essential to allow interested farmers to pucchase irrigation
equipment needed in this program. This line of credit is considered as a financial incentive to
encourage farmers to adopt appropriate technology that will eventually help to improve the
efficiency of water use. As described above, this grass-roots measure would be more effective if .
Citis foilowed by the introduction of a water charge pohcy that will force users Lo economize
- water. :

B, INSTITUTIONAL ARRANGEMENTS |

' JThe proposed program is a siralghlforward one as it includes basmally one major component: '
- improvement of irrigation. Major Government institutions involved in this program would be:

RID, MOAC, and BAAC. RID would be responsible for water and refated technology, MOAC
 for the agricultural aspects, and BAAC for the management of credits.

. PR.OGRAM..ASSESSME.NT |

A. ESTIMATED COSTS

~ The cost of the proposé_d p.r_ogram is estimated at US$35 million over a period of 15 years.
B. msTwiCATION |

Under lhe present circumstances, lhe proposed program would generate a clear economic
benefit rather thanafi nancial one. Economized water realized under this program would be used
for other économig activilies in agriculture as well as rion- agrlcultural activities in Thailand. This
would clearly be a positive impact to the nationat economy However, in fi nancual terms, impact .
of this intervention on the farm household is rather dublous as currently users do not pay water
charges anyway. Investment costs associated with this program may create negative impact on
them, if the investment cost is high and the subsidy on interest is low. Therefore, subsidized
credit is considered necessary to altract farners to participate in this program. |
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V. RECOMMENDED ACTIONS

(1) - As discussed above, the present situation is quite distorted. Thus low interest credit is
very crucial to attract farmers to this program. Otherwise, there will be no incentive for farmcrs
to participate since they will be financially worse off.

: ‘(2) “In the long run, water charges should be gradually introduced to eventually improve the
efficiency of water use. -
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Project No. AG10

1. PROJECT TiTLE -Coconut-based Livetihood Dcvelopmém Program-
2. LOCATION * Lower WSB
3. AGENCY MQAC

" 4. OBJECTIVES | - (1) To preserve the amenity of the area

(2} To maintain and increase the rural income
5. PHASING - Phases 1o 1l
6. DESCRIPTION

1) Justification: - ‘

Coconul plantation accupies a large area in the Lower WSB (total 138,000 ha::74,000 ha in
Prachuap Khirikhan, and 64,000 ha in Chumphen). With this large area, it is inevitable that some
old plantation would need to be replaced regularly with young and better varieties. At the same
tinie, private sector has taken initiatives to use coconut wood to producc various furniture. It has
been reported that thereis a hlgh demand for credit from farmcrs to replacc their 01d coconut
plantation. :

2) Components ;
= Technical suppoit to assess cocoiut area for replantation
_- Promotion of furniture production using coconut wood
- Subsidized credit line for coconut replantation and production of furniture

3) Beneficiaries : farmers; and private operators

7. RELATION WITH B I
~ OTHER PROJECTS  :© TOI1 (Amenity preservation progra_njl)

- 8 COST (APPROX.}' " Phasel = $5million
: Phase Il = $10 million
Phase 11 = $10 million
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AG10 GCOCONUT-BASED LIVELIHOOD DEVELOPMENT
PROGRAM

I. BACKGROUND

The arca under coconut plantation is substantial in the WSB, and this arca is mainly concentrated
" in the Lower WSB (total 138,000 ha: 74,000 ha in Prachuap Khirikhan, and 64,000 ha in
Chumphon). This area alone represents about 12 per cent of the total agriculturat land in the
WSB. With this large area, it is inevitable thai old plantation needs to be replaced regularly with -
- young and better varieties. In addition to its fruit and juice, coconut tree could be served for
~ many purposes. The pnvate_ sector has taken initiatives to use coconut wood to produce various

~ furniture. The demand for credit from coconut farmers to replace their old plantations appears
* high. '

At the same time, a number of coconul varieties is good for fresh consumption. Itis reported that
these types' of coconut find increasing demand in domestic as well as export markets. Although
the export volume of fresh coconul is stifl small, this business has started to gain momentum.
This popularity is attributed to an increasing demand for natural and healthy food among -
consumers in urban areas. The development of the tourism industry also generates demand for
fresh coconut as it is an exotic fruit and hyglemcally safe enough to be accepted by foreign
tourists. This spccnal feature enables coconut to replaCt, international soft drink such as Coca
Cola that are found all over the world. : '

Il. PROGRAM CONCEPTIRATEONALE

Although there are olher crops that could generate higher rclum the coconut plaﬂtation should
~ be maintained and replanted because: (i) it proinotes amenity values and thus aitracts tourism,

particularly atong the coastal area and; (ii) there are technical limitations for the plantation of
other crops as the area under coconut is generally sandy and poor. Therefore, it is considered
reasonable to renew the old plantation, and keep this plantation at a more balanced composilion
in terms of age. In some areas, coconut is intercropped with other field crops such as pmeapp!e
and coftee. Coconut plantation can also oﬂer a good grazmg ground for catle.

Like olher perennial crops, it will take a Iong time from’ plantmg coconut until thc first harvest.
" This feature tend 1o discourage farmers from embatking on clearing the old plantation and
replanting with a new one. Although the yield of the old plantation is low and continues to
“decline, the owner is not keen 1o reptace the plantation because the cutrent revenue will be lost
~and the owiier would have to wait a few years to receive the first revenue. In additlon, fundsare
“required 1o replant and maintain until the first harvest. | |

To mitigate this financial constraint, a number of measures could be taken: (i) fallen old coconut

trees could be used to produce furniture and other products and, (it} during the early years of
plantation when coconut irees are small, other annual crops could be intercropped with the
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coconut plantation. Later when coconut trecs are taller, cattle could be introduced to make use -
of available fodder under coconut plantation. s

The main objectives of the proposed program are:
- to preserve the amenily of the area, and
- to maintain and increase the rural income.

" . PROGRAM DESCRIPTION
A. COMPONENTS

" The proposed program would include the following components:

- Technical support to assess coconut area for replantation

- Promotion of furniture production using coconut wood .
- Subsidized credit line for coconut replantallon and prodllcuon of furniture

Technical supp'ort should be provided to identify and assess the neéd and -magnitude for
replacement. Coconut plantation should be classified by age and spemes for overall planning.
Assistance would also be provided to farmers in the selection of new and promising varieties
aﬁer taking into consnderalion future demand prospect.

lmuatwcs to make use of old cocomn trees by producmg furmlure and other products has been
started at the provincial level, particularly in the Loiver WSB. However, efforts are still required

in terms of "research and development® in order to’ eslabhsh the technology and image of the

coconut furniture. This activity is considered very important for fural communities because it

will generate ofi-farm incomie to the community as well as encouragement of the replantation of
- coconut plantation. As a resull, the plantation will be weil managed on a suslainable basis and
“hence amenity values wﬂl be preserved.

o As describcd above, to meet lhe'ﬁnan'cial requirement for seplantation and to encourage farmers
" to carry out this task, a line of credit is necessary.. Concessional loans to farmers should be
considered because: (i) the profitability of coconut plantation is rather low; (ii) it takes a long
tinic to receive the first harvest and; (i) coconut plantation generates other benefit to the
economy by providing for example amenity values. The proposed credit will be handled by
BAAC With the assistance of concehned institutions. '

. .B. INSTITUTIONAL ARRANGEMENS

A number of Gowmment institutions are cxpected. (0 be uwolved in this progran: MOAC
Provincial Government, and BAAC. In addition; the chamber of commerce and farmers’ groups
- will take part in this undertaking. The institutions responsible for technical aspects will be
instrumental in making assessments and assisting farme;s in the preparation of credn
applications.
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V. PROGRAM ASSESSMENT

" A.ESTIMATED COSTS

The total cost of the proposed program is estimated at US$25 million over a 15-year period. The
program would focus mainly in the Lower WSB area.

B. JUSTIFICATION

" Although the proposed program would generate multiple economic benefits to the national
economy, the financial benefit to farners is rather niarginal due to the following factors: (i) the
profitability of coconut plantation is rather moderate and; (ii) there is a financial constraint

* during the early years of the new plantation. However, this proposed program would create a -

~ number of economic benefits: (i) income and emplayment to the rural economy; (i) amenity
 values in the coastal area for tourism development and; (jii) reduced use of timber and thus
mitigation of negative impacts on environment. ; :

V. RECOMMENDED ACTIONS
(1) This fzroposed brbgram should be considered in association with the developnient of N

“rural area and poverty alleviation. Therefore, the benefit of the program should be considered
- broadly mcludmg economic, social, and environmental aspects o

2 - The int_eresl rate should be reviewed to s’chre ﬁn’ancla! incentives 10 farnters. -
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Project No. AG1]

{. PROJECT TITLE Agriculturat Marketing {nformation Project

2. LOCATION wsB
3. AGENCY MOAC, MOC, and Cooperatives.
- 4. OBJECTIVES (1) To upgrade agricultural information system

(2) To increase farmgate prices to farmers
5. PHASING Phases I to 11
6. DESCRIPTION

1) Justification:

In Thailand, a significant part of agriculture trading is performed by intermediaries. Isolated.
farmers are lacking market information, and thus they obtain lower prices as they do not hav
 bargaining power. in addition, exlslmg market mformatlon is not adequate

'-2) Components : o

- Esfablishment of a body to’ collect and disseminate market information

- Improvement of marketing system through the introduction of grading system
- lmprovemem of data collectlon analysis, and d|ssemlnal|on

3) Beneficiaries: farmers and cooperalwcs.

7. RELATION WITH | - S R
OTHER PROJECTS . All AG and AF projects and programs

| 8.COST(APPROX)  US$ 23 million, to be refined iri a subsequent study.

:PhaSe‘l = '.$l(.)niil|i_oln _
Phase 11= $13 million
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AG11integrated Agricultural-Marketing Information System

I. BACKGROUND

The demand-and-supply trends of agricultural products change all the time and are reflected in

* the price of the products. ' The market participants have their own channels for obtaining the -
information required in their trading. In Thailand, a significant part of agriculiural irading is

~performed by intermediaries who purchase agricultural produce at the farmgates. Priceisoften
determined by these intermediaries. Sometimes, several levels of intermediaries are involved in:
trading products. . :

+- Market information is currently bréadcast on TV and radio, but the information is not adequate
~ because it lacks clear reference to the volume and grade of cach type of product traded. The
~ price information covers only the trade undertaken at government-owned central markets and is
updated only once a week. - Trade information at local or private markets are not covered,
although they play a significant role, particularly in the trading of vegetables and fruit. -
Consequently, farmers are practically isolated from comprehensive market information, lack
bargaining power, and consequently obtain lower prices for their products. :

. PROJEGT CONCEPT/RATIONALE

The proposed project will examine existing problems concerning market information systems,
and recommend an appropriate institutional and technical framework for integrating agricultural
~ market information systeni nationwide. Parlicular emphasis will be placed on collecting reliable
price information for domestic and international markets, and 1o disseminate it effectively using
available media such as TV, radio, newspaper, é_md modetn computer nctwork‘techhology.; ,

Agencies/organizations responsible for the devclopment of the Integrated Agncultural

Marketing Information System will include the Ministry of Commerce, the ‘Ministry of
Agriculture and Cooperatives, the Union of Cooperatives, and media companies.

Hl. PRQJECT DESCRIPTION

The proposed prOJec! intends 1o improve this sitvation with the foilowmg pmJect elements (a)
“revigw existing situation; (ii) examine required organizational framework; (iii) design and .

implement- a pilot: system; (iv) prepare a nalional’ market information’ systems’ plan; and v

nnplemcnl national ptan.
‘A.  Review Existing Situation

‘The project will review the existing system of agricultural market information and identify its
problems in the following aspects:

Al-42



(i) identification of agencies collecting and disseminating the price information;
(ii) existing organizational structure of agencies involved,
(iii)responsibilitics of each agency concerning market information;
(iv)budget of agencies and revenue sources; :
(v) source of price information;
(vi)frequency, method and form of price information collected,
~(vii)validation mechanism,
(viii}degree of computerization,
(ix)type of tabulation, analyses performed before dlsscmmatlon
(x} form of dissemination; and
(xi)degree of utilization among producers, intermediaries, wholesalers, and retallers

B. Examine Required Organizational Framework

Based on the assessment of existing problems, the project will examine required organizational

framework. It is likely that the establishment of an authorized body to integrate collection and

dissemination of - market information is recommended either. by strengthening the existing

. government agency or by involving a private data processing company - The cost and benefit of
all the parties involved should also be exammed :

C. Demgn and Implement a Pllot Sysiem

Initial p:lot information system should lmk major Centrat Markets and prwate fruit and vegelable
markets in‘and around Bangkok. Data entry units are plac_ed at the offices of these markets, and
at lhe closing time, all the lrading informalion will be entercd by trained stafY.

" Type of mformauon 1o be entered by market operators will include:
(1) date of trading;
© (i) name of product;
(ii)grade;
(iv)appearance;
~ (v} volume traded; and
(vi)unit price.

Host computers at lhe data processmg company compile the trade information sent from oflices

~at the markets, perl‘orm necessary conversions and tabulation, and make the information
available for users through {raditional media and dala retrieving terminals (PCs) linked to the

host’ computer through a commercial digital network or the INTERNET, Data retncvmg
terminals can be placed at agricultural cooperatwe oftices, BAAC branch oflices, Agricultural
Exlension oflices, retailers, and individual users such as farmers or tocal traders. -

D. Pre])afe a National Market Information Systems Plan
Based on the results of Pilot Project described above, a nauonal level markct information system

will be prepared The national plan will include:
(i) a review of institutional framework;
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(it} systems development plan;

{iii) software development plan,

(iv)cost of the computer and network system,

(v) cost of operation;

(vi)cost sharing plans among the parties involved,
(vii)financing methods ;

(viii}expected benefit; and

(ix)implementation plan.

" F. Implement National Plan

" Over two to three years, the national market information systems plan witl be implemented with
" appropriate technical assistance provided by international experts.

" IV. PROJECT ASSESSMENT

The pro;ecl will provxde timely market mformallon to producers and traders on agricultural
products and raw materials. The project is expectcd to improve the bargaining power of farmers
~ with intermediaries, to assist timely decision- making regarding producuon and to lmprovc
overall markelmg efhcuency lherefore to beneﬁt consumers in general |

Expccted cost of the project is US$23 mullion.

~ Technical Assistance for Planning and Design US$.3_mi1_lioh |
Implementation of National Information System :©  US$ 20 million
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FProject No, AG12

i. PROJECT F ITLE Farmers' Lifetime Training Program
2. LOCATION Al WSB
3. AGENCY MOAC, Rajabhat Instilute, Universities, and Colleges

4. OBJECTIVES () To upgrade farmers' knowledge and technology
_. (2) To facilitate the agricullural restructuring process
(3) To contribute to the improvement of the quality of life

~ S.PHASING ' Phasesltolll
6. DESCRIPTION |

1) Justification:
~ Thai agriculture is in transition from tradmonal -mass productlon lype to one which emphases
 high-value but smaller production. The later implies that the product-cycle is shorl, and that the
* cropping pattern is always changing. To respond to this new challenge, the skills of farmers have -
' to be upgraded and prepared to cope with the new oppoitunitics. Strengthening of formal basic
- education i is one thmg and improvement of vocational training is another. What is required i in
~ addition is a system ‘which continuously provides practical knowledge required by farmers in
their eftorts to cope with the changing agricultural structure. To adequately respond to demand
in the WSB, it is praposed to have three locations for training: Upper WSB (Kasetsarl
University), Central WSB (Rajabhat lnstllute in Petchaburi), and Lower WSB (Chumpon
: Agntullural Co*lege) o _ '

2) Components:

- Planning and formulation of the lrammg program

- 1dentification of farmers' needs and farmers’ groupmg .
* = Funds to run thc program

3) Beneﬁciaries:. farmers and farmers' groups;

* 7. RELATION WITH | |
OTHER PROJIECTS  All proposed AG and AF projccis’ and programs.

-8. COST (APPROX)) US$ 30 mﬂhon to be reﬁned ina subscquent study.
* Phasel = $10 million ;
. Phasell = $10million
* Phaselll = ' $10 million
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AG12 FARMERS' LIFETIME TRAINING PROGRAM

|. BACKGROUND

* "Thai agriculture is facing new challenges at the moment. Continuing economic growth will
' increase not only per capita incomie but also the cost of production inputs such as and, labor, and
*water. This situation is being exacerbated by the migration of young farmers to urban areas,
which in turn is creating a labor shortage in rural areas. Employment in the agricultural sector in
the WSB has also shown a declining teend: 65 per cent in 1980, 63 per cent in 1990, and 51 per
~cent in 1994. While this dectining trend was rathcr slow in 1980-1990, there has been a sharp

- decline since 1990

" There is a clear trend towards the globalization of the Thai economy and freer trade. It will be
increasingly ‘difficult to take protectionist stands on international trade issues. Trade among
- nations will be basically determined by the rule of the comparative advantage, i.c., only
commodities of good quality and having competitive price will find markets. In addition, the
continuing economic growth in Thailand as well as in the Asian region implies that the
purchasing p power of people will rise, and thus lhere will be increasing demand for vegetables
- fruit, ~and meat and dairy producls

I PROGRAM.CO_NCEPTIRATIDNALE

Thc main objeclw es of the program are: _
- to upgrade farmers' knowledge and technology
- to facilitate the agricultural restructuring process
- to contribute to in1provemenibf‘ the qua‘lity of life

The freer trade regime combmed with ever- changmg consumpuon pallems implies lhal market
“demand in terms of quantity as well as types of commodities will be rather volatite and harder to
predict in the filure. To respond to this evolution so as to take advantage of energing market
opporiunities, producers, i.e., farmers will have to be ready and equipped, they should be able to
identify future opportunities in the market place, to change their cropping patterns, and to
market their products to consumers smoothly. Inflexible and isolated farmers producing only
tradltlonal crops no matter how markets are changing will not bc able to beneﬁt from' the

emerging opportumties offered by the new markets

Therefore, farmers‘ educauon and knowledgc will have to be continuously upgraded and
_ir_nproved; this will be a time-consuming process, involvihg all steps in the educational system.
Short-term technical training courses prepared for farmers would provide some help, but such
courses would not comprehensively meet the requirements of new market opporfunities.
Formation of farmers' associations and establishment of a ht“chme training system is therefore
‘recommended.
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In addition to technical and vocational training, lifetime training of farters should be promoted.
As a first step in this direction, a training facility should be established and opened to the general
public. The Rajabhat Institute in Petchaburi, which has an Agricultural Department and an
experimental farm, should be mobilized and used as a pilot case for this endeavor. This Institute
~ has already initiated some courses for the general public during weekends. In addition to its owa
- experimentat farm, the Institute could coordinate efforts with the Horticulture Research Center
- and other agricultural institutions in the area, and use their facilities to demonstrate technologics
to the students and general public. 7

- This lifetime training program should not be confi ned only to the Centeal WSB, but it should be
: demgned for the whole region. Kasetsart University should play the same role for the Upper
\WSB, while Chumphon Agricultural Coflege should be the focal point for the Lower WSB. The
~ proposed Tropical Fruit Center in Chumphon would be insirumental for this purpose in the
- Lower WSB. Existing facilities such as agricultural research centers should be utilized in this

program, Furthermore, recent developmenlsand innovations in commumcattontcclmology such

as satellite-TV education should be assessed and included in the program. A number of
universities and institutes have already initiated this type of program. To this end, farmers in

remote areas should be organized and equipped with ‘common facnhty in order to 1mprove
o e[’hcnency and reduce the cost of training. :

Iil. PROGRAM DESCRIPTION |
A. COMPONENTS

Major components of the program would include:
- Planning and formulation of the training program
- 1dentification of farniers' needs and farmers' groupings
- Funds to run the program

~ As the proposed program will cover a large area and many people, the first priority is to plan and
formulate the overall training program. Review and analysis on scale of the training, phasing of
the program, appropriate technology for training such as satellite-TV, different institutions to be
involved, fraining curriculum, and the like should be initiated. To facilitate this process, probably
it is more realistic to start with an area as a pilot activily, say the Central WSI, where the
- 'Rajabhat Institute in Petchaburi could take a leading role The process will then gradually
» expand to the Upper and Lower WSB.

Al the same time, mterested farmers and their ncecls would have to be identified in order lo
3 enecuvely plan and dcstgn the’ trauung progeam. Considering the nature of farmers who
: general]y live far apart in remote areas, the mlroducuon of new innovative communication
technologies such as satellite TV would facilitate the training process. Grouping f‘armcrs mto
groups would lower the cost of the training as well as unprove its efficiency.
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' To this end, a budget is required to run the proposed program. ‘This budget would include
personnel, training cquipment, training facilities and other operating cost. It is preferable that
part of the total requirement will be financed l:-y the prwate sector.

B, INSTITUTIONAL ARRANGEMENTS

Many Governmental institutions will take part in this program, namely MOAC, and all ministries
concerned with fabor and educational issues. The Rajabhat Institute in Petchaburiis expected to
play a leading role in the early phase for the Central WSB. Thereafler, Kasesart University and -
" Chumphon Agncullural Collegc will join the program.

V. PROGRAM ASSESSMENT

© A. ESTIMATED COSTS

" The total cost of the proposed program is estimated at US$30 million for 15 years.

B. JUST]FICATION :

Development of human resources receives high priority in the Govermnems Slh Plan.
Considering the gap between the urban and rural areas, promoting education in rural area will be’ ;
even more crucial in the future. This undertaking is expected to allow farmers to adjust to the.
*new requirements. In socioeconomic termis, this program would: (i) mitigate the gap between

urban and rural areas; (ii) promote the agricultural reslruciurmg process and; (m) prépare a pool '
of good- qualuy labor for the national economy :

V. RECOMM'ENDED_ ACTIONS.

{ I) The program should start with a pilot project in the Cemral WSB i in connection with the _
Rajabhat Institute in Petchaburi. Gradually, the program will be expanded 16 the Upper and -
Lower WSB. :

(2) New inniovations in communications technology should be integrated as much as possible.
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Project No. AF]

1. PROJECT TITLE Coastal Fisheries Rehabilitation Project
2. LOCATION “All WSB
3. AGENCY MOAC, DOF
4. OBIECTIVES (1) To assure incomie and job for the rurat poor
' " {2) To assure the rehabilitation and preservation of fishery
resources * o
" 5. PHASING . Phases Tto I

6. DESCRIPTION

1) Justification : '

Promotion and v:tahzatlon of small-scale coastal fisheries is justified because: (i) it allows fish
- production at the least costs with better prices; (ii) it provides income and jobs to rural people;
© - (i) it encourages the rehabilitation and preservation of fisheries resources within a sustainable
framework; and (iv) it takes advantage of the Government's eﬂorts on artificial reef dcvclopment
. in the past.

2) Components ' '
- Development of artificial reefs, and study of bm!ogy and ccology in coastal areas
-Construction and rehabilitation of small infrastructure such as piers, jetties, and markels
- Upgrading of hatcheries to restock natural fishery resources
* - Support of communily based initiatives '

3) 'B_er_ldﬁci@_rlies: fisherinen communities.

7 RELATIONWITH

- OTHERPROJECTS  RDI (Rural Dcvclopment Models)
EV6 (Mangrove Reforestation)

8. COST (APPROX.) Phasel=  $10 million
‘ ' Phase 1l =  $10 million
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AF1 COASTAL FISHERIES REHABILITATION PROJECT

. Background

Thailand's development policy for marine fisheries has been based on geographical expansion
and comntercialization. As a result, the country has rapidly evolved to a deep-sea fishing country
possessing a large fleet of well-equipped trawlers and purse shiners. However, Thailand's

' fisheries sector is today at the historical crossroads due {o overfishing and the resultant depletion

© of fish resources in its own waters, especially in the Gulf of Thailand. -Small-scale coastal

fisheries have had to unduly shoulder the burden of these problems.

In Thailand, small-scale fisheries are defined as fisheries using non-powered boats or powered
boats less than 10 gross tons and employing traditional fishing gear such as gill nets, fish traps
and hand fines. Since small-scale fisherfolk are often part-time or seasonal and can operate
without moder fishery infrastructure, they are scattered over a number of coastal communities.:
Small- scale fisheries may account for more than 50 per cent of marme fish production in the
- WSB reglon : : '

- fl. Project Conce_ptIRati'oha!e

* Emerging issues pose scrious threats to the Thailand's fisheries sector, which calls for long-term

Sltslainébility, as opposed to short-term profit niaxihlization In this context, the socio-economic - -
~importance of small-scale fisheries, which have been taken lightly, should be clearly
- acknowledged. Besides apparem sociat and cultural values created froin the rehabnl:tahon of the

coastal environment and resources, economic returns can be generated by small-scale fisheries

that allow production at the least cost and with better maykpt prices due to the freshness of the -
catch. Rehabilitation is an urgent social issuc from the viewpoints of rural poverty alleviation and
eavironmental conservation. Regarding social consideration, the project would give a priority to
poverly areas identified as problem amphoes, like Bang Saphan Noi in Prachuap Khirikhan
province {Refer 1o Project No. RD1, Rwral Dewiopmei}! Models). This is'a chatlenging but
unavoidable "task for Thailand to sct out a successﬁzl nauonal model of coastal
environment/resources rehabilitation,. ' " '

lil. Project Description
- A, Compaonents

(1) Construction of Artificial Reefs _
- Technologically, the past Government efforts concerning artificial reefs in coastal waters should
be recatled. In addition, there is a unique possibility of manufacturing antificial reef modules by
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‘utilizing a huge amount of ash from 1PP coal-fired thermal plants planned in Prachuap Khirikhan
province. Without such a recycle use, the ash would simply be piled up as an unwanted industrial
waste,

(2) Infrasiructure Development

The rehabititation project requires the construction of basic infrastructure such as small pers,
jetties, and market halls of a simple design. As an attempt to enhance artificial reefs and other
conservation measures, the possibility of upgrading hatcheries to restock natural fishery
résources may be considered. Seumg up maring parks where ﬁshmg is rcstncled would naturally
have positive nnpacts on conservation.

(3) lnstltutlonal Development

- Social policies and systenis are often the key factors to detemune success or failure of
development programs in any sector. The coastal rehabilitation project should give adequate
consideration to various possibilities and potential in the following aspects:

a) “exclusive marine parks and artificial reefs under private initiative,
b) territorial fishing rights for communities and/or fishermen's groups;
- ¢} licensing all fishing boats, including small- scale fisheries;
d) fishermen education and awareness of the enwronment and resources
“¢onservation; and _
- ) provincial-level fisheries management.

B. SchedulefPliasing

(1) ' A master plan would be completed covering the Lowcr WSB area in 1998;
(2. Feasibility studies would be completed by eatly 1999 on (i) a plant to manufacture a:trﬁc;al
- . reef modules in the vicinity of IPP coal-fired thermal plants, (it} am_ﬁctal recfs in fwo to
three locations, and (iii) infrastructare consolidation in two or three fishing communities;
- and - ' R A
(3) ' The project would be implemented full-scale from 2000 for three years.

;e laistimlional Arrangemen’ts'

(1) The pro;ecl would be prepared and coordmated by the ()fhcc of Agricultural Economics
(OAE) and be implemented jointly by the Department of Fxshenes (DOP) Oﬂlcc of
- Bavironmental Policy and Planning (OEPP) and IPP;

(2) The participation of local fishermen in the pro;ect would be secured as ‘much as pos&ble
and : : N

(3) The artificial reef module plant would he run by IPP or other private entitics,



V. Prdject Assessment

A. Estimated Costs (Indicative US$ 20 niillion)

- (1) Consultancy services for project preparation: - US$1 million
(2) Construction of Artificial Reefs: ' : US$6 million
{Module manufacturing ptant US$3 million,
Artificial Modules US$2 million, and
Construction Works USS1 million) .

© (3) Constsuction of Infrasiniclure: - . US$12 million
(4) Implementation of sacial development activities | _
* - and the monitoring and evaluation: '  US$1 million

" B. Economic/Financial Justification

Some experimental artificial reefs are already popular among Thai fishermen and appear o have
* noticeable biological effects in enhancing productivity. Astificial reefs are also expected to be
- useful in physically blockmg push netters and trawlers from intruding into coastal waters, This
project is expected to generate economic benefits in various forms, including increased incomes
of small-scale fisherfolk, the reduction of costs of disposal of ash from thermal power plants,

~ savings in law enforcement costs related to illegal fishing without artificial reefs, and the
» preservation of the coastal environment for the pubhc in general and tourists in pamcular

V. _Recommemled 'Actious

{1) The government should prepare the master plan study and f‘easnbrhty studies.- It is-
recommended that the master plan and feasibility studies be requesled toan mtematlonai
agency for execution under a technical cooperation program. ‘

(2) The government should discuss the project idea with IPP and the provmces conccmed _

(3} The government should compile an evaluation on the existing artificial reefs, parucularly in
WSB region, as an important reference in preparing the project.
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Project No. A¥2

1.PROJECT TITLE ~ Sustainable Aquaculture Mode! Project

2. LOCATION All WSB

3. AGENCY MOAC, DOF

4. OBJECTIVES (l) To disseminate the enwronmentally sustainable aquaculture
practices

(2) To provide supplementary income for rucal people
5. PHASING Phase 1
6. DESCRIPTION

1) Justification :

Thailand has experienced crises in connection with the shrimp aquaculture. Mangrove forest was
destroyed, and substantial land was abandoned due to the outbreaks of diseases. The DOF is
promoting a closed system with sea-water pumpmg as a new producuon method to reduce risks
- of disease epldezmcs

2) Componenls
- Construction of sea water pumpmg fac;hlres :
- Assistance in pond alignment, provision of equipment, and mspcctlon of qudrammc .

conditions :
- - Support to shnmp farmers in terms of training and formation of fauners association

3) Beneﬁmanes : farmer communities.

7. RELATION WITH e R
"OTHER PROJECTS EV6 (Mangrove Reforestation)

8. COST (APPROX.)  Phasel=  $12 million (indicative)
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AF2  SUSTAINABLE AQUACULTURE MODEL PROJECT

. Background

* Thailand is one of the leading countries in farming marine shrimp (black tiger shrimp or Penaeus

monodon). In 1993, 168,000 tons of black tiger shrimp were produced in over 70,000 ha of
‘ponds throughout Thailand, accounting for 27 per cent of the world production, Within the
WSB region, Prachuap Khirikhan and Chumphon provinces emerged as important production
areas in the 1980s; the whole WSB region produced around 7 to 8 per cent of the national total
in 1991-92.

Nonetheless, shrimp aquacullure e*&penenced its first setback in early 1980s when a huge area of
shrimp ponds developed in the Inner Gulif area had to be abandoned duc to deterioration of soil
and water conditions only aﬂer a few years of production. More recently, shrimp aguaculture
~ has been thrown into a second crisis when, as in ntany other Southeast Asian countries, viral
~ diseases inflicted serions damage to the business, reducing, for instance, shrimp production in
Pra»huap Khirikhan to 4 193 tons in 1995, less than half of its produchon peak of 8, 876 tons in
1992 :

Moreov'er it is no longer permissible to raise shrimp production by repeating a vicious cycle of
converling mangroves into shrimp ponds and simply abaridoning these ponds ina few years,
when they have exhausted their usefulness. Neither will it be sustainable if individual shrimp
- farmers continue to operate without adequate lrammg and !oca! coordmanon wﬂh lhelr
neaghbonng farmers

Il. Project Concept ! Rationale

In order to disseminate environmentally sustainable aquaculture practices, the components of
the present shrimp culture should be carefully reviewed. Aleried by_lhc recent disease outbreaks
which have spread through uncontrolled effluent from contaminating ponds to ncighboring
ponds, the government has set up a research unit for the problem and reemphasized sound
farming practices. It has also taken some aclio’mls to introduce a closed (or semi-closed) system
by constiucting pitot facilities of sea water pumpmg in Songkhla and Nakhon Si Thammarat.
. The Deparlment of hshcnes hopes to buuld 400 sea water pumping facilitics throughout the
counlry -

Farmers should be encouraged to adapt the closed system which minimizes their dependence on .
external water supply, replacing a conventional system of massive water exchange. The concept
of controlled farming with sea water pumping seems elective for convincing shrimp farmers of
the advantages of the closed system, In addition, since pumping facilities can supply sea water to
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areas beyond mangrove stands, the conflict between shrimp ponds and mangrove conservation
can possibly be alleviated. Good coordination should be also made with the private sector,
including feed suppliers, buyers, and hatcheries. The project would target particularly small
farms less than 2 ha, which comprise the majority of shrimp farms in Thailand but cannot adopt
the new system independently.

fll. Project Description

A Components

(1) Pilot Shrlmp Farms : :

For at least two groups of shrimp farms, one in Prachuap Khirikhan and the other in Chumphon

* the project would adopt, on a pilot basis, an improved closed farming system supported by sea-
water pumping. Existing closed system pilot farms would be reviewed and used as a basis to
further develop techiology and improve facilities. Participating shrimp farmers would have to '
make a corresponding investment and receive necessary training to make the best use of the new
system. Assistance would also be gwen to the farmers in the formahon of viable farmers’
orgamzauons :

" {2) Discase Control System :
" The project would provide local fisheries research stations w1lh the equ:pmenl necessary to spot

: _dlseases and help set out a strict and regular inspection system on quarantine condmons in

private hatcheﬂcs

3 Coaslal Zone Management Scheme

With a p!annmg framework of coastal zone management, the pro;ect woulcl review the present

use of the coastal zone in the Lower WSB area and formulateina part:t:lpalory manner a master
‘plan to’ harmonize sustainable economic . activities  and the conservauon of the coastal

environment. The project would examine policies and actions useful for this purpose, including
" the realignment of individual shrimp ponds, the protection and reforestation of mangroves, and
the establishmeht of small-scale coastal sanctuaries which extend both landward and seaward.

B SchedulcfPhasmg
‘(l) A master plan would be compleled w:thm 1998 covering thc Lower WSB arca;
(2) Feasibility studies would be completed by eatly 1999.on improved closed aquaculture -

system through a multi- disciplinary evaluation of the existing pilot farms; and
(3) The project would be implemented from the year 2000 for two years.
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C. Institutional Arvangements

(1} The project would be prepared and coordinated by the Ofiice of Agriculture Economics
(OAE) and implemented jointly by the Depariment of Fisheries (DOF), Royal Forest
Department (RED), and Office of Environmental Policy and Planning (OEPP);

{2) The parlicipation of local farmers and villagers in the project would be secured as much as

* possible in both planning and implementation stages; and
+ '(3) The participation of private feed suppliers and hatcheries would also be encouraged.

" IV. Project Assessment

A. Estimated Costs (Indicative US$ 12 million)

: I(l) Consultancy services for project preparation: US$1 million

' (2) Construction of pilot shrimp farms: US$8 million
~ (3) Shrimp farmer tiaining and disease control system: US$2 million
(4) Implementation of the coastal zone management plan |

and project monitoring and cvaluatlon : US'$I ‘million

"B. Ecenemic/Financial Justification

Even if potential economic returns from the project are most narrowly defined as equivalent to
-~ diminished monetary costs of the similar disease outbreak which is assumed to wipe out 30 per

cent of the harvest in the Lower WSB region, the returns could eas:ly amount to around US$10

million per year. All other conceivable but unquanuﬁablc economzc benefits lnclude to mention
a few, reducing external ‘diseconomies -- damages to nurseries for ‘coastal fish resources,

salinization of farmland and -ground water -- and lowering 'operational'risks for shrimp

hatcheries. Furthermore, it is obvious that the project would protect the intrinsic vahies of
mangrove, coral reef, and marine blO diversity. S

V. Recommended Actions

(1) The government should prepare the master plan study and feasibility ‘study. It is
recommended that the master plan and feasibility study be requesied 16 an international
agency for execution under its technical cooperauon program. o AT

(2) The government should review the ongomg pilot’ shrimp farm projects carned out in -
Songkhla and Nakhon St Thammarat.

(3) The government should consider legal measures to mandate penodical mspecuons of _
pathogemc condilions at privale hatcheries.
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Project No. AF3

I. PROJECT TITLE Fish Processing Industrial Complex I;roiect

2. LOCATION Lower WSB {Chumphon)

3. AGENCY MOAC, DOF |

4, OBJECT]VES (1) To establish a modern processing complex

(2} To provide income and job opportunities to the area
5. PHASING ~ Phases I o 11
6. DESCRIPTION -

1) Justification :

~ Chumphon is near the fishing ground, and it is emerging as a new reglonal fisheries center, whlle
Surat Thani fishing port is in decline. Development of the deep- sea porl in Bang Saphan would _
facilitate transportation of both raw material and products

2) Components
- Construction of food processmg eslate
- Expansion of Chumpon fishing port;

.3) Beneficiaries: processing opera_tors and workers. '
7. RELATION WETI

E OTHER'PRO_JE_CTS . AF1 (Coaslal Fishcrlcs Rehabihtallon)
- ‘ AGS (Agro Processmg,)

8. COST (APPROX) Phasel = $20 million
o : .~ Phasell =: $30 imitlion
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AF3  FISH PROCESSING INDUSTRIAL COMPLEX PROJECT

. Background

Thaitand js the largest exponer of fishery products in the world, exporting US$3,404 mlllion

worth of commodities in 1993. Besides fresh and frozen shnmp, the country maintains a
. predominant position for canned tuna products with about 50 per cent of world market share. -
- However, the industry which ach1eved remarkable growth in the past; has begun to confront

- serious constraints on further growlh The shortage of raw material, a slump in world markets
for canned tuna, ﬁcrce competition from other Southeast Asian countries, and a labor shortage
~and wage hike, all have worked to undermine advantages that the industry has enjoyed over the
" fast three decades. : :

- The WSB region has a large number of small-scale fish processing plants for traditional products

“such as Pla- Too steaming, squid drying, and fish ball making, while large-scale modern

' processing is concentrated in the Lower WSB region. There are one canning plant, nine fish meal
plants, and three cold storages in Chumphon while su meal plants and five cold storages are
located in Prachuap Khirikhan.

Il. Project Concept/Rationale

The fish processing industry in Thailand will have to comply with an exténsw'e range of food
safety regulations imposed by tmporlmg countries. This will inevitably cause the Goveriiment
and processing companies to ensure the safety and. quality of export commodities with a
seamless systein of modern post-harvest: handlmg and technology by international standards

Development of a fish processing complex is an effective stralegy to attain this goal. A new
industrial complex for processing fishery and agricultural products would be developed i the
Lower WSB, particularly in Chumphion, which has the following advantages

(3) Chumphon is located in proximily to good fishing grounds and is emergmg as a new

center of the region's commercial fisheries; ﬁ
- (b) - Chumphon provides casy access to the deep-sea port in Bang Saphan, whlch cou!d be
* used as an ideal shipping port both for products and raw material;

{©) Chumphon is not too far from the BMA, in which the majority of Thailand's moﬂém
fish processing factories are now based. This location would provide a great deal of
convenience to companies if they move their factories out of the BMA.

(e} Chumphon is also potentially capable of developing a processing mdusl:y'for local
agricultural produce, especially fiuit. Synergistic cffects between the processing of
fishery and agricultural products would be of a considerable advantage.
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. Project Description

A. Components

(1) Construction of Fish Processing Estate

Although investments for fish processing plants would be undertaken by the private sector, it is
desirable that the Government participate by investing in basic infrastructure for the estate,
including roads, water supply, electricity, waste water lreatment, and sewage. The complex
would be constructed in an area adjacent to the Chumphon fishing port.

©(2) Expansion of Chumphon Fishing Port :

" The complex would require adequate fishing port capac:lly Rather than conslruclmg a new
' fishing port, however, expansion of the existing Chumphon fishing port appears {0 be feasible.
- The expanded port would have to handle the supply of raw material fish from both the Thai

offshore {leet and foreign deep-sea fishing fleets.

" B. SchedulelPhasmg
(D Feas;blhty sludy ot the pro;ect would be completcd by early 1999
(2) After the feasibility study, the project would be undertaken by a public and private sector
“partnership. The project would be implemented from 2000 for three years.. :
C. Institutionat Armngemenis' '
- (1) The project would be prepared and implemented under thc guidelines of the Department of
Fisheries (DOF), and :

- (2) The pal'll(:IpalIO!‘l of the pnvale scctor in the pmJect would be encouragcd as much as
poss:ble :

IV. Project Assessment

A, Estim ated Cos'ls ([ndiéalivc US$ 50 million)

| ‘(l) Consultanoy services for thc feasnblhty siudy x US$1 million

(2) Construction of the Fish Processing Estate: - US$14 million
(3) Expansionof Chumphon fishing port: ' - US$S million

" '(4) Investment in pracessing plants (private sector): . -~ US$ 30 million . .
B. Economic/ Financial Justification

At present, the Government is conducting a feésibi!i'ly' study of the establishment of a fishery
complex on the Andaman Sea. Even if this complex is materiatized, Chumphon would hardly be
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aftected since raw material for Chumphon would come from South China Sea and Pacific Ocean,
while fish from the Indian Ocean would be brought to the Andaman fishery complex. In parallel
with the fishery complex being studied for the Andaman Sea coast, the Government would take
the actions recommended below to consider the possibility of creating another fishery complex
in Chumphon

V. Recommended Actions

(1) The Government should conduct a feasibility study and make an overall study of the two
- fishery complex projects. o :
(2) In order to coordinate the investments from the public and private sectors, the Government
should carry out a series of thorough hearings participated in by fish processing companies
- which may be interested in the project. |
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'KANCHANABURI AGRICULTURAL INTENSIFICATION
DEVELOPMENT INITIATIVE

1. BACKGROUND

The proposed initiative (project) has been selected for the preparation of an action
program under the framework of the Western Seaboard (WSB) Regional Development
Master Plan Study. This projec: aims at translating into practice some of the concepts
* proposed in the Master Plan Study, namely rice and field crops restructuring, and the
~ promotion of high-value crops for niche markets. ' At the same time, the proposed
- project area is located in the existing irrigation scheme of the Great Mae Klong irrigation
- project. Inthe long term, it is e‘(pected that this project would served asa demonstration
and sprmgboard for the realization of the above concepts to a wider area of the Great
Mae Klong irrigation scheme, and eventually of the Upper WSB.

The project area is located in Phanom Thuan distriét, Kanchanaburi province, which is
 situated about 100 km west of the .Ban.gkok Metrbpolita'n ‘Area (BMA). The total
~ population in Phanom Thuan reached 43,000 inhabitants in 1995. This district includes 7
- tambons and 88 villages. Tﬁc aggregated agricultural area in the district is estimated at
- about 257,700 rai (41, 200 ha), of which currently 45 per cent is under paddy, 34 per cent
~ under sugar cane, and the remaining 2! per cent under various crops Althouigh thercis a
need to d1ver31fy from paddy and sugar canc to other crops, in reality the area under
other crops such as fruit and vegetables in this district is stifl minimal. The area under
various crops in Phanom Thuan is summanzed in the table helow

. Comparative Crops Area In Phanom Thuan and Kanchanabur, 1994/95

Crops .__P#hanom Thuan . ___Kanchanaburi
e _Areat/  Share Area 1/ Share
" Major rice 1132 45% 4803 - 21%
Second fice * ' 442 18% 1314 - 6%
Sugarcane Tlop49 DT aA% 03,0398 - 48%
Cassava , : 40 D 2% . 2484 12%
Field crops , e 1% . 2159 10%
PRt trees S ' 08 0% . 1552 3%
" Coconut S .04 0% : 08 0%
Total o S 2400 0% 21518 100% °
Tolal agrcultural land 257.7 . 30837

Source : Ofiice of Agricultural Economics
1 Area in 000 rai. '
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“The main characteristic of 5gr‘icuiturc in Phanom Thuéin is its heavy depeﬁdence on the
production of both major and second rice. For example, while the share of the major rice
~is only 21 per cent of the provincial average, the same share is as high as 45 per cent for
Phanom Thuan, which is the major rice-producing area in Kanchanaburi. Although the
Phanom Thuan share for sugar cane is lower than that of the provinci'al average, this
share is still high and sugar cane is still occupying about a third of the agricultural land.
"The share of second rice is also high in Phnom Thuan, which indicates that a large
‘quantity of water is being used for the produiction of rice rather than other crops during
the dry season. As a resull, in Phanom Thuan land used for other field crops and firuit
- -crops becomes quite limited.

The demand for vegetables, fi ruit, and flowers is increasing in both domestic and overseas
markets. Although it is not clear from the above statistics, about 26,000 rai (4,160 ha) is -
:allocafed for vegetable production in Kanchanaburi. Vegetables include: asparagus,
‘onion, spring onion, Chinese mustard, tomato, cucumber, red onion, string beans, taro
root, and sweet potato. Major types of fiuit grown in this area are mangoes, sweet
tamarind, bananas, and lychee: Other crops which are becommg popuiar among farmers
“are baby corn, guava, papaya bamboo shoots and coconuts for fresh consumpuon
Production of baby corn is popular among farmers b_ecause young firuit s can be consumed
as a vegetable, and crop residue can bg used for animal feed. Guava, papaya, and banana
also have special popularily as these fruits are in high demand for fresh consumptlon as
’weli as for canmng mixed with other fnms such as pmeapple ' |

2. PROJECT CONCEPT/RATIONALE =

The main thrust of the proposed project is to increase farmers' income in the disteict
through the promotion of crops diversification from paddy and sugar cane for the benefit
of the production of high-value crops such as fruit and vegetables. This undertaking
would allow an increase in farm incom'es'a's well as optimuh\ use of resources such as
water. As discussed in the foregomg paragraph, Phanom Thuan district is well behind
other districts in Kanchanabun province. m terms of agricultural diversification. The
proposed pmjccl is expccted to speed up the agnculiural dwersﬁicalzon process in
. Phnom Thuan as well as to serve as a model and denmnstrauon for agrlcullural
| dwersnﬁcanon in the Upper WSB in the future.

In the long run, traditional crops such as rice and sugar cane will gradually lose their

comparative advantage as the result of an increase in costs of production inputs such as
land, labor, and water. A decreasing trend of land used for these crops has already been
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observed in the area. The agricultural structure will need to be restructured and
upgraded towards the production of lugh~valuc crops in order to response 1o the new
economic environment. The Government has adopted a pollcy to restructure low-value
crops, including rice, cassava, coftee, and pepper, and replace them with high-value
crops and other aclivities such as livestock and fish raising. This project aims at
supporting the Government's policy and speeding up the proccss. '

To achieve this abjective, minor engmeermg works are deemed necessary in order to
upgrade agricultural land that was mmally designed and conslmcted particularly for
paddy and sugar cane production so that it will adapt well 't the production oi
vegelablcs and fruit. In other words, the proposed project would aim at providing a
productton base" for high-value crops. Vegetable production, and to a lesser extent
fruit production, are particularly sensitive to water availability. It is anticipated that in .
part of the proposed area, land consolidation is required to facilitate irrigation and
drainage. At the same timé, proyisioh of simple irrigation equipment such as sprinklers
should be explorcd in order to make water use more eflicient. '

- Agricultural labor is conSIdered 10 bc one of the major constraints on the devclopment of
agnculture in the future. In order to miligate this constraint, two measures could be
~ taken: (i) introduction of agricultural machinery to reptace labor when it is technically
and financially feasible; and (ii) change in ¢cropping pattern to reflect the searcity of labor,
" and promote crops which require’ fewer labor inputs. Alihough vegetable production
~would generate higher value ‘added per umt of cuhwaled land area, it requlrea a
' -substanual amount of labor mput Taking these aspecls into consideration, it is proposed
-~ that the balance between vcgetable and l‘mn tree area qhould be’ careﬁllly assessed

To facilitate the planning exert_iée,~ indicative crops and cropping pauerns are given
below as a target for the proposed project. This target would be realised gradually over
a period of five years. The current paddy area of about 45 per cent is assumed to be
reduced to about 30 per cént, and the sugar cane area reduced progressively for the
benefit of vegetablé and fruit production. These crops '_and: 'c(t_)pping panen’fls are only
- indicative as farmers will adjust their crops according to changin_g demand in the market
place. What is important héréislhe'provisiori of an agricultural l"i*usé onwhich farmers
- could diversify and adjust their craps accordmg to markel demand. Over the pcnod of .
five years, the cropping pattern in the project area is propcsed as follows: ‘

30 per cent  : paddy production and later intercropping with upland crops;
30 percent  : vegelable and field crops such as baby corn; and
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40 per cent  : fruit trees such as guava, rose apple, banana, papaya, and
~ mango.

Together with the provision of a production base to enable farmers to adjust their
croppmg patterns according to market demand, it is essential to support farmers in terms
“of agricultural technology as most of them were previously paddy farmers, and thus fruit
and vegetable production is rather new to them. In addition to this agronomic support,
they should receive proper training in the use of chemical, pesticides and other toxic
- inputs, as consumers will be increasingly conscious about their health and food in the
future. As a result, these practices of assuring a higher qualily of products would help
* secure market for outputs. Farmers' groupmg is also deemed cruciaf to assure the quahly '
and guarantee that the producls are chemical-free as requested by consuiners. Thc
grouping wou[d also facilitate farmers' training and the marketing of outputs.

The project area also presents a géod Opponiitlity to promote agro-tourism as being .
practlced in cleveloped countrics. The project area is located only about 100 km o about
a 2 hours' drive from Bangkok, and thus it is likely that middle to upper class family from '
‘Bangkek will come to visit the area 1o enjoy fresh fivit as well as to educale their children |
on farming as well as en_vironimemal aspects. Part of the proposéd fruit and vegetable
arca would be open to excursionists for this purpose. Farmers should be organized to
proniote this activily as well as to provide common facilities such as parking lots and
selling points, all of which would be hard to be realized by individual fasmers. This
activity would mcrease farmgate price and brmg addmonal mcome to farmers'
commumtlcs _ ' ' R

The pro{)o_sed projecl area is located near the main consumption center in Thz{iland, the - |
cépilallBangkok which has a population of about 10 million inhabitants. &t is expected
that the consumption of fruit and vegetables will continue to increase hand in hand with
the good economic pesformance of the national economy. In order to fully maxiniize this
© opportunity, it is reasonable to gradually encourage the praduction of high-value crops
such as aspamgu% baby corn, and cut flowers, to the growmg demand in bolh domesuc -
as well as export markets. From the markeling pomt of view, the area is ideal for the :
- production of high- value products to be marketed in the Bangkok niche markets. At the
same lime, the proposed project area has been also selected for a pilot project for rural
development under which rural road water supply, and rural markets would be
supported. o



3. PROJECT DESCRIPTION

3.1 Components

The proposed project would include the following components:
- Crops Restructuring and Production of High-Value Crops,
- Support for Marketing Improvement, and |
- Trrigation and Land Consolidation.

“3.1.1 Crops Restrucluring and Production ofiligh'-Vah:le. Crops

“Fhis component aims at facilitating and assisting farmers in'their efforts to redute low-
- value traditional crops such as rice and sugar cane, and to expand high value crops in
' order to increase their mcome Three sub- componcnls are considered essential: (1).
support for the conversion of 10,000 rai {1,600 ha); (2). technical support for the .'
~ conversion, and (3} farmers' training in production of high-value crops and proper
wtitization of pesticides. o o

" (1) Support for the C()nversibn of Crops’

The proposed projecl would support the conversion and production of 10,000 r'ai'(l,GOO
‘hé) as a model and demonstration. Of the total, it is assumed that 3,000 rai would need
land consalidation work, and the remaining 7,000 rai would be readily available for the
diversiﬁc’:aiion of c'rops. As for land' use, the following is aésuméd: :

(l) 3 000 rai will be usecl for paddy, and gradually mtcrcropped with upland crops
- in the diy'season;, :

(i) 3,000 rai will be used for vegetable and field crops such as baby cor; and

(iii) 4,000 rai will be used for fiuit trees.

Durin g the process of conversion, farmers will face fina nczal constraints for the following

' reasons; (i) revenue from existing crops will be rcduced or. elumnatcd (it) funds will be
‘ needed for new investment in new crops and actwmes and (iit) it will !akc a few years

until new income can be gencrated should farmers demde to plant fiuit trees. Therefore,

an agricultural credit line is essential to mitigate financial constraints. P,reseully, t_he 4

" Government is promoting the A'gricultufal Rcs'lruiclu_ring' Program, which- embraces
similar objectives, i.c., reducing the rice area for the benefit of high-value crops. The
Government is also adopling a credit approach to achicve its objective. The proposed
credit would be used to cover: (i} vegetable and field crop production of 6,000 rai; and
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© (i) fruit tree production of 4,000 rai. Production cosls have been estimated to include
also equipment for on-farm irrigation, The estimated credit requirement is presented in
the table below. '

Estaimated Credit Requirement

“Unit  Unitcost _ Total Total

- rai Bahtirai_ mit. Baht ~ mil.US$

" Production OIVeg‘.lFie.ld Crops 16,000 15,000 90 36
Pro&uctioré of Tree Crops | S 4,000 40,000 160 . 6.4
 Total Cosl: ‘ | : N . 250 10.0
Credit Requirement 4/ | o 200 8.0

Source : JICA Sludy Team. :
"1 Assuming 80% of the total cost,

"lhe proposed credtt program will be distributed mainly through- BAAC the major
agricultural bank, as gcnerally practiced in Thatland General crédit norms will be
broadly thc same as currently applied by BAAC One major iten of these norms is that -
farmers should contribute 20 per cent of the total cost, while the credit portion covers at
most 80 per cent of the total cost. The interest fate should be subject to further .
discussions. Currcntly, BAAC is giving loans at a 13.5 per cent annual rate, which is
“considered high., particularly -for fmit"plant_alio‘n?purposcs.' Ii is desirablé that the
favorable impécls on enhancement of théenﬁronmé_nl be taken into consideration in
deciding the interest rate. Some form of financial incentive should be built in the.
proposed credit package in order tc'e|1COlnrage divérsiﬁt‘:ation to high -value crops. It
should also be noted that under the Agncullural Reslmclunng Program, the Government
is giving loans al 5 per cent pcr annum,

(2) Technical Support for the Conversion -

In addition to the prbviéion of credits, f‘érmgr_s would require technical su’ppdrl in order
to effectively restructure their crops. Technical assistance can be identified in' the
following areas: (i) reviewing farniers' interest in this project and a:s's'isling'lhen'. in
making decisions as 'ﬁna'l décisions would have to be made by farmers themselves; (ii)
facilitating the prgpaiation of a'pp!icalions for agricultural credits; (ifi) assisting farmers
in their efforts to introduce new‘crops; and (iv) water management. The following
experts are considered necessary in this undertaking: (i) a horticulturist with good
experience in chemical-free production; (i} an agriculture economist/marketing expert;
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and {iii) a training and cooperative expert. In principle, all experts will be also involved
in farmers' training as described below.

(3) Training in Farming Practices

In addition to technical support, farmers’ teaining is considered crucial to assure the
success of this proposed project. Generally speaking, farmers specializing only in rice
production are less advanced compared to farmeis producing vegetables and fruit. These
type of farmers are in s_hoﬁagé of fund as well as tcchnolqu and knowledge. Therefore,

it is imperative to train them all in technologies relevant to the newly introduced crops.

At the same time, new crops with promising demand in the market should be
continuously demonstiated, énd'_shown to farmers. And in response to incréasing_.
~awareness and concerns of the health issue, trainihg in the proper use of chemicals and -
insecticides should be promoted. Farmers' training should not be confined only to the

“"classroom training”; field demonstrations, farmer's visits, and training from farmers to

farmers Shoutd be encouraged. Training on the formation and management of farmers’
association is also considered crucial as the association will hold the key to quality

" ¢ontrol and niarketing in niche markets in Bangkok

The cost for the technical assistance and f‘armers traiping is eshmated at US$ 2.5 milkion
overa period of five years. : '

3.1.2 Support. I‘ol" Markcliﬁg_ Imprbvcnﬁcnt

" “Fhe maiketing aspect has a pérlic_nlar role in lhis‘proposed project bécause the market
will dictate the c'ropping pattern to be adopled by farmers, and imarket demand is always
changmg depending on new rcquxremems by consuiners. Once demand for staple food
‘such as rice is fulfilled, consumers generally look for other products which depend very
much on their purchasing power, and to some extent "fashion” at a specmu time.
" Therefore, farmers would have to be more sensitive and responsive to new market
demands, particularly in urban areas. As for the marketing straicgy' markets would have
to be well targeted, and produchon would be deswncd to respond to a specitic
reqmrement i.e.; niche markets. '

(1) Technical Support for Group Formation in Marketing

To achieve ihe above objective, it is essential that farmers be organized, forming groups
and associations. These groups would facililate the marketing of outputs to buyers by
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giving a guaranty of quality as well as on delivery time. Separate and sporadic producers
. would make it difficult 1o control quality and would increase the marketing cost to
buyers. It is proposed that farmers be formed into groups, and contract farming be
- encouraged between farmers' groups and buyer companies. This arrangement would
~ make business contact simple, reduce the marketing costs, and allow the control of
" output quality. Quality control is particularly crucial to consumers who demand
* chemical-free products. It is proposed that the training and cooperative expert and the
: agricullural economist coordinate and place emphasis on organizing farmers into groups, -
- on facnhtatmg contact belween these groups and buyer companies, and on monitoring
- and witnessing fulfiliment of contracts between the two parties. T he experts will also be
instrumental in providing marketing information to farmers’ groups.

(2) Farmers' Training in Marketing

- Traditionally, farmers are individualists, and they are not used to working in association
with others.  Particularly, they are not familiar with the concept of marketing their
producls togeiher In addition, contract farming of high-value crops for niche markets as
proposed in this project would force them to deal dlreclly with markelmg professionals
from urban areas; often working in big companies. Therefore, strengthening of the
marké_ting skill of I‘é_rm_érs to work in groups is crucial in order to protect their interest.
Farmers' trainiug in marketing, namely farmers' groups organization and ménagemenf
market devetopmem and promohon price analys&s commercial conlracts, tinancial -
management - and accounting, and other necessary aspects in marketing should be
implemented. The price information system would also bé improved and upgraded.

Assistance should also be given to the farmers' association 1o establish and run a site for
"agro-tourism” in the project area, Assistance would include training, establishment of
simple market structure, and relevant facilities such as parking lots and play gro'unds‘
The cost for the overall formation of farmers' association, farmers’ training in markeling, '
and promotion of agro-tourism is estimated at US$1.2 million over five years.

3.1.3 Lan.‘d ColeOIixlﬁ(ionl o

Phanom Thuan dlSl[lCt is covered by the Phanom Thuan sub pro;ecl (53 170 ha) of the
Greater Mae Klong Irrigation Schems (G\ﬂS with a total arca of 483 ,460 ha) In the
Phanom Thuan sub- -project area, R1D completed ditch-and-dike irrigation facilities for
14,940 ha, which accounted for 28 per cent of the irritable area. On the other hand, land
- consolidation in Kanchanaburi province accounted for 24 per cent of the total land
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consolidation arca in the GMIS (70,320 ha). Consequently, the actual implém_cnlalion'of
irrigation and land consolidation in Phanom Thuan district has been' delayed
substantially. The Land Consolidation OfYice in Kanchanaburi has a plan to execute five
new land consolidation schemes, totaling 1,650 ha in 1997-2001, including an area in
Tambon Raug Wai.

It is provisionally planned that irrigated upland crop farming be demonsirated on an arca
of 10,000 rai (1,600 ha) near Tambon Rang Wai in Phanom Thuan, where the land is
' predommantly used for sugar cane (about 40 per cent of irrigable area) and paddy {(about
60 per cent). Land presently under sugar cane is proposed to turn into the cultivation of
fruit trees such as guava, rose apple, banana, papaya, and mango. About 50 per cent of
' land used under paddy fields will remain for paddy production as before, with the
: remaining 50 per cent be graduaily shifled into cultivation of vegetable and upland crops
~ such as baby corn and asparagus, which are likely to have good demand in niche markets
Cin Bangkok Consequently, the lrngauon is planned in the following manner:

(i) 3,000 rai (480 ha) for paddy by flood irrigation (at the initial slage)' -
(i) 3,000 rai (480 ha) for vegetable and ficld crop by overhead 1rngalt0n and
{iii) 4,000 ral (640 ha) for fruit tree (e g. guava rose apple) by fatlow arnganon

~ In the tand inmaﬂy under paddy culti'\ation it is further planned to gradually shift the,
- cullivation into paddy in the wet season and upland crops in the dry season, by

~introducing appropriate fand consohdahon Thus, it is assumed that only 3,000 rai ofthe

total project area would need Iand consolldatlon ‘The cost of -irrigation and land
: consohdahon is prchmmary esumaled at 34 million Bahl or USS] 3 million.

3.2 Schedule!Phasing

“The schedule/phasing of the prqpos_e_d project is stﬁnn'}aﬁled in the figure below:
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Project's Schedule / Phasing

o Component ] _Ygar Ll Year2 | Year3 | Yeard | Years |

- 3,000 1ai, paddy/vegetable %WWWW Vi
- 3,000 rai, vegetabie/ field crop
- 4,000 rai, fiuit tree

- Technical assistance

- Famers' training

2. Support for Marketing

- Group forination ZWL%’?%‘//W i I / Z
7

- Training in marketing T T T

3. Land Consolidation
- 3,000 rat - ;szﬁfﬁZVJ’T’%zﬁ%ﬂ

3.3 institutional Arrange_ments_ |

As descnbed above the Government is nnplcmentmg the Agncullural Reslructunno

Program aimed at increasing value added in the agricultural sector. The institutional -
arrangement proposed under this project should be, in principle, smular to that of the

Agricultural Reslmcturmg Program However as the Government is still in process of

1mplementmg and reviewing its program, it is considered beneficial to rev:ew and include

the latest Government findings and lessons in the institutional arrangcment proposed for

this project. '

The proposed project cantains multiple components, and thus various Governmental
institutions as well as private entities are expected to be involved in this project. In

principle, the following Governniental institutions will take part in the project. ’

- MOAC . for agncuhural extension, training, and formahon of | groups

-RID : for irrigation; _
~-CLCO: . :for land consolidation;
- -MOC - cfor agncultural marketing; and
<BAAC : for agrscultural credit.
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In addition to these institutions, private companies, farmers' associations, and farmers
themselves will be involved in this project.

It is proposed that each institution implement its relevant task. For example, the MOAC
will be responsible for agriculture extension, group formation and training to farmers; it
will coordinate with _BAAC for the disbursement of agricoltural credit in order to
implcmem the proposed project. ‘The Ministry of Comimerce (MOC) will collaborate
with the MOAGC, private companies, and farmers' association to promote marketing in
niche markets, (o train farmers in ll}ﬁfkcting, and to improve the pricing information.
~ system; RID: and CLCO will be respectively responsible for irrigation and Jand
consolidation aspects.

- However, to harmonize activities and to exchange information in order to smoothly
' 1mplcmenl the proposed project, it is recommended that a ‘Sleermg Committee be
estabhshcd to supervise the progress and to coordmate all activities. \1embers of the
commiittee would mc!ude all participating institutions: - MOAC {extension, training,
- cooperative), RID, CLCO, MOC BAAC; representatives of private compames cand

. representative of farmers’ assocmtlon Taking into consideration the nature of the

proposed project, and the capamty of each institution concerned, it is proposed that the
- MOAC act as chairman of the Steering Committee. o

4. PROJECT ASSESSMENT
4.1 Estimated Cés'ts.

“The total estimated cost of the program is estimated at 376 million Baht or $15.0 million.
Detailed cost by contponent is summarized in the table below.
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Estimated Cost of Kanchanaburi Agricultural $ntensification Initiative

Quantity U.Cost Total L
_rai__ BahUrai _mil. Baht mil. US$

1. Crops Restructuring (credits)

* Paddyfvegetables 3,000 15,000 45.0 1.8
- Vegelables/field crops 3,600 - 15,000 45.0 1.8
- Fruit trees -4,000 40,000  160.0 64
Sub-total - - 250.0 10.0
2. Support for Marketing . 30.0 1.2
3.T. Assistance and Training | i - 828 28
4. Land Consolidation 3000 11,200 336 13
Program Total o | 376.1 15.0

Source @ JICA Study Team.

" 4.2 Economic/Einancial Justification

1t is premature to estimate with precision the economic and financial justification of the
proposed project at this early stage of preparation as cost eslimates are éti!l preli_minary'._
However, a broad assessment indicates that planting vegetable and fruit trees would be
' financially viable for farmers provided that they are Suppo_rle_d with reasonable credit for
their investment, paﬁicular’;y fruit trees, which normally take a long.lime'to harvest their-
first benefit. Farm surveys also mdlcatc that vegetable and fiuit farmers are generally
better oft lhan paddy and traditional field crop farmers. .

In ccononiic terms, production of vegetable and fiuit trees gener'ates multiple benefits to
the national economy: (i) vegetable and fiuit trees generate higher value added than do
paddy and traditional field crops; (ii) fruit lre:es consume less wéter, an input which will
become increasingly scarce in the region in the fiture, and ('iii) vegetable and fruit
production is likely to find good demand in the future, particularly from health-conscious
- consumers in urban areas. In addition, fmlt tree plantation would have a positive lmpa(:l
on’ the environment through promotmg so;l fixation, and thus prescrvmg greenery in
‘area, an 1mporlant aspecl also for tourist dcvelopmcnt ‘ ‘
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4.3 Initial Environmentat Examination

The project area is located on relatively flat and hilly terrain about 30 kin northeast of
Kanchanaburi municipality. The area has long been cleared for agricultural fields and no '
important forest resources exist. Major agricultural activities include cultivation of rice,

sugarcane, and some upland crops. There are no important aesthelic, archacological, or

historical resources ¢xcept some tourisn atlractions near the project area. o

Implementation of the project might cause ‘mixed eflects on the environment. POS'ilble N
beneficial effects include the betterment of reducing soil eroqaon/ﬂoodmg due to the
construction of new irrigation and drainage systems and the shift to soil-fixing crops,
while adverse impacts mclude the potential health hazard to farmers caused by excesswe
use of chemical ferhhzus '

‘it can be (_:cinclucled that the project will not result. in any signi'ﬁcam environmental
* - impact. However, some adverse impacts are aﬁlicipaled as mentioned above, requiring
preventive measures such as the conslruction of an appropriate new irrigation and
drainage systems, and prowston of clearmsmlctton to farmers on new cropping methods
_ nmludmg the proper use of chemical fertilizers. Conseqnently, provided all the measures
-are laken a full-scale EIA is not considered necessary for the proposed project. A
‘summary IEE table and IEE checkllst are attached.

5. RECOMMENDED ACTIONS

The proposed pro;ect area is located near Baugkok as well as in the existing irrigation
scheme of the Greater Mae Klong irrigation project. It will be a test case as well as a
- model for the agriculture development of the WSB in the future. The following
recommendations are proposed for implementation: '

‘ H Wlth regard to lhe prov:smn of lechmcal assistance and {raining to farmers,

lmplcmemauon with the cooperation of both multitateral ‘and ‘bilatcral donors is

recommended, as they could draw more expedise and c\cpeﬂence in group formatlon

© contract farming, agro-tourism, and produchon of chemical- free producls for the benefit
of the proposed project. ' '

(2) Concerning lines of credit, it is fecommended that the loans extended by OECF to
BAAC be utilized to the maximum extent. In view of the nalure of the project, which
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tries to create a model for the agricultural restructuring to reflect the scarcity of natural
- resources, and of the favorable environmental eftects particularly produced by tree crop

~ plantation and the time required from planting to harvest, it is suggested that the current
foan conditions be seviewed and modified so that incentives can be granted to farmers
participating in this project.

- (3) Esfablishing a good refationship with the private companies in urban areas, who will
be the main buyers of the project's output in the future, is considered crucial for the
- success of the project. They'a‘re in a belter position to estimate demand, to identify
potential crops, and to provide information on the prices of high-value crops.
Involvement of such potential buyers in the project design from the start is deemed very
inipoﬂanl. The project unit should also facilitate contact between these private
“companies and farmers' groups.

4) A pilot project for rural development is also proposed in this project area. The pilot
- project auns at improving IiViﬁg standards in rural area by providing rural roads, water
“supply, and a rural market, Coordination and 'e_xc‘h_angé between the proposed project
and the pilot project should be enhanced to assﬁre smddih_ implementation.
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