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USALD/Vientisne submits ¢his renort as a meams of keeping AID/F i
cognigent of wmiseion activitice fop inoreasing wice producticn.

ST U TON

Laca has the lowest vice yield of 2ll countriss in Far Bast Asian,
with sporozimately 600 kilograme per huciare, This is lazgely due to
poox cultuzsl presctices and the vee of poor varietien which, over the
yoars, have hoen ooasaicusly or unconzqiously sslseted by {azmers fox

exisnting poor conditloms. According &0 szcent i%‘ﬁ’?&*"t atatistios thoye
ie now a defieit of approximatsly 50,000 tons of milled wice {ex 80,000
tons of pody, usdng present milling presticss), Because of the many
politicel, eoonomic =md sczial factors invelved, laos fsces o vermsncpd
glituatior in which thewe will e » surious shoritase of rios for some time.
Theee shoviagos mat ?}G,\ §hhﬂ= by ...apun:t"; ow by inovsasing vice produciion.
A spummary of the gresent vice situetion in laog followss,

Rice Swmmay - Ladg

Jagoh., 1965
EBetimntes of Copcumpiicn Naeds

Besed ca 1,80 million pscple in RLE contrelled
erna of Lags witk 300 gramz {(children) amd 600
grama {sdulis) consuwmpiion per day, marmel
aseds ave getimated alb 11,400 tone
+ algohol mfg, 1,000
512,400 tons
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Estinmates of Productiocn

1, Ayes of lapd for rice culture is enbimatsd atn
700,000 heactares under paddy waliure
200,000 heotorea under ral cullture

2o Avea under RLG contirol ia perhapa:
859 of F00,000 hectaryen, cr 595,000 hao peddy
50% of 200,000 hactares, or 100,000 ha, wei
,00{) hﬂp Of lagiﬁ

3. Aryca abantoned in yecent years for vorious reowons, such as wilitaxy setivity,
poor fertility, leck of monpover, etv.. im estizated ats
20% of 595,000 ha. oar 119,000 ha, paddy not plented (with 476,000 ha. planied)
5055 of 100,000 he. or 50,000 ha. yai not planted (with 50,000 ha. plenied)

do Estimmted yislde ero spproximately:
« 2 ton per hectare for paddy oulture or 428,400 tons

«€ ton per hectare for ral 30,000
or total 458,400 touzm

less sced nseds amnuzlly 135,760 tons
Bstimated Totel Production 442,620 tons

5e Since the loss from present milling praciices is cpproximately 407, them 607
of total paddy available {442,620 jons) ie moprasenmted by 265,572 tons of milled
vlea. ‘

Diffarence hatwocan meeds and produstion is approvimeiely 47,000 tone ox
epproximtely the squivalont of imports as rvecerded by evatoms plus a small
quantity that mey antor Lasg 1llegelly,.

In viow of the warnitude of the problem snd the sverelnorsscing costs to the
U.5. for iwported rice, the mission is expendivg considerable effort to incysase
vles production 4o effect eventual mavings.

SOLULION T0 FROMLEH

The msang of incressing vice production logicslly follows two spproaches, viz..
(1) vringing edditionsl Jend vnder mice cultivatior, erd (2) increesing the yisld per
hactere of the land nlrveady wader cultivatinn., The lstier course is the most logical
alfarnative under the present situaZion in Lscs.

Uinfortunately, the ipproved techniques that have been found in other couniries
t0 be the most effective meane for incressing per hactare yields, such as improved
soal,; edequate fertiliscr uze, the devoloprent of irrigation fecilitizs, proteoction
against pests and digesses, the use of ferm mechinery, and other improved cultuzal
practices, havs a0t boen sdopied widsly by the lao favmers, A brosd program imvelving
sfforts conceralng all of these factors in a balanced, cocrdinsted sppronch is eon=
gldered by this misaion to be the ideal means of stiving rice production problseg,
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Isprovements in milling practices, the crealion of mavkets to provide incentives to
farmers to incrcase production, and improvemsnts Im transportation and distributicn
pyztene ere alsc conuslderad of vital lmpurtance e :ao.‘we siece deficits, Plans are
surrently being developed to nopy with theee problem

The mission hes considerved that the ues of improved vardeties iz the firet sten
{0 be made In Increaning producticn beszuse such 2 slep is technically of basic lao-
portence and is the easicst and cheapest methed o wmake ropid improvements, Other
mathods usually folleow this initial etep.

Comparative variety triale spd snsxlli-seele emliipilcsiion of inproved rice cood
during the paot 2ix years at the RIC Ssiakhes Tiee Brperizond Station have prodused
sdequats guantities of seed of fowr improved vardeties., JAth ihis work as a baso,
the mission in ccopsrationu with the RIZ Tireetien of Agriculture hes imitiated a puo-
grom of rapld multiplication of improvad vavielies of rico ssed to be eventually dls
tributed to farmers in en esiizaled 100,000 hectarss of paddy land. TYlelds fram tho
use of theee varietles ave expected to be approximetely 1,500 kilegrams per heciars
under relatively favoreble conditions, comparcd te the m“imal average of 800 kilo-
grams. The wide-scale wee of the lmproved varieties may bs sgble to provide sufficienl
inercases in yileld to moot tha present deficili of £0,000 tona of umailled riee (padd.;;r}._.

WO PLAN

in Cperation Agreement was signed i=m April, 1964, which specified deteils of the
Rice Sesd Multiplication Program. The prinsinal featvuws of the aetivity was to meke
econtract arrangemsnte with farmurs o rulliply seed which would then be purchased,
warchoused axd vedintributed the lollowing year, Appendieszs A (Operation &greemnt)
and B (Contrect Bobweseon UL ead Farmer) eutline deteils of the plan of work and specily
reeporeibilities of all pavtien,

DIPLEICN TATICN —~ 1964 St4AS0H

Mareh, Al! plamming was complobted, and ome week of training in rice technology
and instruction in conductinmg the rice amuitip iestion program was given to the 24 WiO
techniciane recpomsible for eonducting the f£inld work, Teo RIC eoovdimators were
asglignad to heed the progrem with two USALD techvisians fo assist,

April. Fleold work camssnced,with the rice tems and provimeial agriowltwral chici
visiting farmers to explain the program, by svlesting scodbeds and maliiplication o
with farmers snd by sigaing eonirscis with faimers,

Mey, Eight metris toms of fovr varistles of seed avellisble from the Sslakhen
Rice Experiment Stetion were distyibmuied to Liang Frabeng, Sseyaboury, Viewiiane,
Khemoouens {Sawvannekhet), and Sedeme (Pakse) Frowincee, The provimelal ehfefs and the
rice teams redlatribubed the sead to faruers s.caome, to contraot arrangemonta. IUS
parsonsel im Luang Prabsng and Savemnskhet sssisted in the field werk,

L4

UHOCLASSIFTED



(g

-l

A

)

VIDWTIANY  TCALP A~ qqo3 UNCLASSIFIED b 8

Jume, After the flest heavy raims goll preperation for ssedbeds and sewing
was comzepced. Small guantities of ferillivere were given Yo Tevkers for seedbed wss,

July. Parmers were engaged in plowing aad havrowing of paddy land and trans-
planting the esedlings from sesdbeda, flee tesm members contimued working with
contract favrsers to prevent mix-ups dn the farmers? eun varictios end RSHP varioties
geown wrder cantract,

uat-~Soptember, Transplanting cperaticns were sempleied by farmers, and such
cultural practices 2o imseet control, water woragement and weed conbrol were employed
83 pecessaYy ead according te eepaldliitise by fawmmera during the vegelative growth
period, flogueing of wdesirzble plamt types wer coxmonsed weder supervisien of rica
weem aezbers to guarantes purily of secd, Verehowss Fzeilitios were comstructed in
Vierntiana and Sayahoury. Existing facilidties In Iunong Prebang, cavasaskhet and Pakso
vers prepared for yice storage use after soms nscessery renovation performed by the
Publie .jorks Division of USAID,

Cectober, Nogusing opevatlions were complsiad a2 the crop eltained maturity.

Hovembar, Harveat was begwn bty coubrpst farmere, IRice bags, sizing, and bog
sewlng noedles were distributed fo sonbract farsers, Uce gsed was thyreshed, wionswed,
treated with insecticidesn, bagged, transperted o warchouses, welghed, vacorded, and
stored for use next ssason, Farmers were paid for thelr ries;according teo eontrasi
arvangamenta, by USATD gaghiswvs,

Decomber-—Jjamary, Riece centized to be harvested, eollsctad and warehoussd,
according to arrengoments,

VARINTY THIALS

The philesophy of the Rice Seoel Mulbtiplicatlon Pregram has been to mmliiply as
rapidly 28 possible, under esairvact arrangezsnt with farmers, the four best varlebies
that have conegistently respended favorably bo conditione i Vientdasme, FPurther, sincs
growing conditicns snd goils moy Yo somewhalt ofydlsr in the Melrong welley where most
zice is grown, we have assumed 4 caleulsied visi: thal most of thess four vardelien
wonld algo vaspend better then exdisiing varietiss in mosh aress of Lacs, It was decided
that in aveas whore eny of the variotier did nol respond well, thoy cculd in ths faturs
be eliminated frem the area., 7o deicrming which vardietiss were best suited te given
areas, &t least one, and in some canes two, tricls weore Initisted in all sreas to con-
pere thelr yleld ceapabilities, growih sheracteristics and acceptablility by the farmevs.
¥hils it is roglized thai thess precedurss of oporation ave fomowhsd repid, and lack
the f111 and adeguate testing thet ere normally reguired before proveeding, the Mission
#lso held the epinion that the politieal and eceomowic situstion in Leos was such that
i% was poesseary Lo teke wapid and bold sheps, willising the best informeticon and plsat
meterial avallatls, to begin work toward {ncreasing vice preductlon, Further work, as
time pormits, would be more tThorough &nd would be contimuing in relation te rlee vavisiy
intreduction, tosting and cbserveticn in sll zreas of lass,

L

UHCLASSIFIND



IENTIANE TOAID &~ 1173 UIICLASSTFIED 5 8
RESUY,TS

Since this effort in repid meltiplication of lmpyoved s=ed hae been considered
of highast pricvity importence by the O Direction of Agricultuve ia their work
plans, parponnsl end facllities have been providad to the liwmii of eapebilitiss, The
magnitude of the lmplemented progrsw was somswhat lens than the planned program. lesulis
of the Dirst ysar®s work, howaver, are sonsidered to be wery sstisfactery comoidering
a1l of the hendisaps of logistics, Limited traised persemmel and shtliudiss]l probleme
of the farmers.

Regulis of Lho progras ave indicaled in Table I, which shows quentitdes of all
varieties of sesd purchased fram 338 eontract famsers from 33 Bane and Muoags (villeges
and gurreunding areas) thveughout 31l five provinese iuvelved., Seed now in stock
(reore then 1AO tons) in warchousses will be dipsributed to farmers pric? te the 1965
planting season., Flans ars currsnily being developsd for distribuling seed prior to
May 1, 1965, to elnster willages, reesttlensnt villages, vefugee hemlets, im avoas with
irrigation facilitics and in esrbain ries doficid arese such as Visnbtisne Provines,

Teble I, ~ Quaniities of Seed (in lkiloorans) Puvehansd from

Five Provisecss - 1984 Scason

Provinge - Yariety
Delay Donengpanns Eee Ley Chao Phelths

Luang Prabang 6,240 72250 5,347 14,940
Sageboury 9L 1,645 3s5h7 4,583
Tisntiane 5,252 8,792 6,876 i 8,573
Sevamskheb 557 by b5V 3890 10,813
Fales a8 gm0 19,135 2,921

20,180 31,99, . 3?,595 62,86

Durdng the 1964 ssesen pine verlely trlale were condushed inm five provinces to
deberuine the response of the four vevielios in tesbed aress, Since soll gnd ¢limatle
condlbions have varled swmowhat, jlalds hewe also vavried from province to province,
Tabls IT. indicates comparstive ylsld duba of the four vevielies énd the best loeal
varicly available in aoach aves,
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Table IT, -~ ¥ield Pata of Converabive Vardety Tele = Showlng
Yields Pev Heclare inm Kilomrane

Provinges Yaristies
Dalay Lomangntiens Yoo &y Cime Pheldha Ieoeal Vayieciy

Lusap, Prabeng

Ban Palwet # 1,930 1,720 1,690 — 1,916

Ban Neloagtemg #¢ 33500 2.4%0 3,3% - 2,570
Sayzhoury

Maong Phieng 2,571, 3,7€0 - 24330 e 3,033

Han Simweng Khoan 2,950 3,910 2,892 - 3,527
Vientians

tangteng 1,357 1,968 1,384 e 1,435
Snvennakhet

Somsnat #% . 3.380 2,050 3,500 k,030 3,220

Ban Phonme # 1,580 1,750 1,760 1,780 1,760

Uong Kelong # 1,490 1.340 1,540 2,080 1,320

Saphay #3* 25360 2,840 35260 3,780 3,470

¥ Indigatas relatively Snferiile il
%2 indicntes relatively fertils ari’

The data shous ecnpiderszble varigtion in yleld belw:en rarleties from provines ic
provines and ever within provinces, T3 con be observed ~hab tha fowr werieties in all
eases did pob outrisld the best lecs! vavieties dn a /v o 298, IR the ease of lunng
Prahang Provimce this may have beea due te the faok 41t 271 2o verdotles being mul-
tiplied suffersd from sn adtack of Warrow Browvm Lsal S (Corp sapers Qr;'s%)e Uzder
low fertllity condltions the beah leesl vaslety oulyis &1 Lwe: of the »ice varieties
being maliiplied, In the southerp provimecs {Savemnskis -nu Pikos) the four verietiss,
when hendled im the compsrailve veriely fvials a2 sfidscacsy wyleties (s in Vientiane
and novthern provivcss), wers neot 28 producltive as Jewl verietier grewn under sisdiar
sm:adi tiens, It won obeswpved that, when 2he foup warda’ics wae planted and treated as

ints varlstles in farmers' fislde, thoy oniyicided by o rovaldenable margin ths lscel
mieties handled siailariy.

T4 esm bo observed fvom Teble I, thet &1 warieliec "ia the teials ylelded mmch

mere than the pational average of 000 Rilegrams pay hedf oo, wlth some abtiaining three
te four tons per heocisre under camdlitlens of good =edl B illit,

PHOTASSTFIED
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In none of the $risls wers fertilisers applied, The trials indicate further that
the varieties responded well under condizisns of pood soll fertility and thail they
would probably respond fevorably to low spplication rates of fartilimers, Thus, thess
rice varieoties being mmlidiplied eeld bo used o Dogle o progrom of wide-seale utilics-
tion of chemies? fertilisers, with winlsum dengere of ladging,

TMPTZMEN TATION PROBLEMS

In this ney pission schtivily ve have expordienced the nowmzal amcemit of logistie
provleus dn the firet year of operetions, Some of thas are:

1. The sisw arrival of sowe commodities zateasiiaied emergency lscal prosureasnt
sf rice bags, f2r sxemple, im order to conduct the program,

2, The reluctance on the part of the farmers to plant more Lhan a "toleu®™ avea
vnder combtract for sesd reducsd tha effestiveress of the program somswhal, The aversgs
grea planted was only 0,43 hectares per farmer,

3¢ Many Tarmers planted their comtract rice on thelir poosrest land sad im scils
that wers not supplisd with suffiedent weter, This resulied In soxe poor yield
responses, -

he The farmers’ disirust in the combeact and lack of falih in belng pald for the
rice zeed vpon delivary resulted in meny formera’d helding back as mmch ss 50 per cent
of thelr seed o keep for thelr cur use or fo a0ll to thely neighbers,

5. Alse, dslsye in providiag transporlaiion and the lnedility ic make cash pay-
mouts on the spat to farmers reduced ths guantiiy of s20d racovered,

6, The meceesity this year of providing eoly provisionsl ssed siorage facilitics
in luang Praban, Sevansszkhet and Pakee cavced soms diffisulities, New rice sead
storage faeilities will be buillt prior to horvest of the 19685 seed arop,

PACCRAM EVATLUATION .

1, The misslon is of the cpimlen thet the Rise Seed Muliiplication Program has
been 8 highly succeesfal sctivily sad is 4 goed baglumisg toward solving the rice
deficit probles in lascs,

2. The perzounel sf the RIG Direetien of Agrieulivrs hewve shown that they ara
eapable of conducting 2 succosafal program, Moslt of the ice tezm members worked leng,
herd heura, seven dsys a week, duvriag the pesls worlk-losd pericd,

3. The favmers’ prior attitude of distrus? tewavd contract srrangements with the
G ipeieuliwre Service for srowing yice seed bna chonged row that they havs received
full payment for the rlee seed accordiag e conlract syraagesments, Those farmers who

&
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protizipated in the program the fivst yasx now Sent o conbinue next yeaw. Many of
thedn weishbore alse ¥ish %o bscome zice seed contrect favwors.

4o Toe riace noed gromn under controct has seyved as o demonstration to the rice
grovers. Thoy how soon the velus of the new varletiss and have acquired seed in-
formally Cvem the wice soed contract furmsre in merny casss for thelr uss next yearv.

s 'The progrem hne gerved asm gn in-service training experience that has been
valuable to provide knowlodgze and skill to tho extonsion egsnis and itachuiclans working
with the fearvere, Suoh axpevienco will evabls enociher operations and better coopuera-
tion with the ferxers in the fubuve.

6, The program, while reccvering only an estimated 50 pex cont of the rice sesd
grown Loy distributlon In the 1965 pimnting seescu, has succsedsd in meking 2 bsginning
toward dietribubing the naw varietiss widely in nany aveas of lacs for the fivst {ime,

Ts Valugble informaiion hos bsen geined concerning the use of the varileties in
spocifio arcaw of lace. 'Thi 7& bagia for making eocund vecompendatione $o ths farwmara.

EQTURE ACTIO8

1. The program will centinge duving the 1965 planting sesscn with plans for
ezpaudivg preduotion of sced by three %o four bives over the firat year's opsratiocns.

2, Dew BI0 perscrme) will be recruitsd end {trained fo carry oul an expanded |
progran in 1965.

3. Vians oro being unds to begin Jow rates of apnlication of chemicel fevtilisers
an furmers® fislds of peor ©5xtility lsvels vhere thees wrietios will be grown.

4. Bmperimontal work in fertilimer utililvation with the new varieties will be
condaoted in £ive provinges of laos during the 1065 planting ssason.

5 Other plope ave being develoged to provide nsceagary markeds and sutivetionsl
pricos of yvice %o euvoura;e inoreascd produstion.

G« YTmgedizte sction beofore the beginning of the 1965 rodny soeson will bo the
dentridution of 144,626 kilograms of ilmpzoved seed of four varieties to ap roximutely
4500 ferwers in six provimees of Iaos for planting 4500 heotarss of lard,

The migeion will sentinus o adwies ATD/V of {aturs developmemia, me they osour,
in effordés townrd incrsasing rice produvotion in laos.

, BULLIVAN
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APPENDEE A,

OFRRATTON ABRESMEET FO. RICE SEED

MULTIPTICATION PROGRAM

In agcordance with the *"ﬁr.{"?iu sgreements of the Crop and Soil subactivity, tho
dxtension aub*zg,hwii.y of theforoTbive Devolppnoat Projoct end this upamuanal Agree.
ment, the UL dgrievitural Serviow ol USATD-Vientdans agvee to coppérato in an ex-
pamied mationsl program for the pepid produetlon of dmproved variellow of rice ssed,
The use of thisz seed Dy fovmers dg szpesied to significantly insreass rice mo cuuw’:.‘ b
in lass.

GOALS,

e e

. Thes immedinte goals of this pregrem for the rice growing seasom af 1984 ave to
incyease the 12 tons of Iimproved poed noyw om hand 28 rapidly ze poselble for goueral
distribution to favmers in 1965.

Hadium Tenge goals ave o produce 3000 tofs of seleebed seed for dlatributien to
100,000 beetarcs, Lapected Linerecees is production om 100,000 hectaves from the uss
of improved verieties willl be an catimsted 800 kg, per heetare or 80,000 teas of paddy,
whieh is youghly egulwalsut o presant fuperis of »ice catimeted ab 50,000 tens of
willed rice,

The ultizate gral of self-gufficiency will be wesehed io 1CL?-1969 after thies to
five cezplete oyelss of the progven, depending upon the degree of succenslul impleman.
tation, ‘

PTAN OF ACTION,

1, In May 3I05% €he Agricalbure Ssrvice will avrange for distoiluiisn of 12 teus
of gdied of fonr verietiss to colsched farmera gb the gate ¢f 30 kg per hoctare
for planidag 400 naotavss neer five 5 Jor eities end eluster arens, Scads
will bz distzibuded wnder sirict centrol whoa seed bade are regdy Tov plaaiing.
Teo additional teous of sesd will be disteibubed in some arsss where rigld oo

trol i lmpractisal,

2, The ylsid from the at,:s.?ietig eantrslisd productien will be 440 to 1200 tous of
pure szed in Decasher ., 1954, Thiz seed will bo purchased frun fawmers so-
covdizg to & contraet {ase a%taﬁhmwt)e _

CONTATBYTION OF WSATD, K

USAID w113 gonizileio the ssryigen of 3 m!mi eiazg ¢ & paxd wm besde t& advisa
snd azsist in ?mylamﬁm e sslivily, Seves (U8 tachnicisna will 2lsp be asmigned fo
the program to work nevi idms with the igriculture Chiefd of the provinces asd their

UNCTARSIFIED
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aspietants in provincial arass and in clusise arsesm in a memnsr Lo be determined by
responsible parties. Transportetion {or these iechniclens will Lo gonbtributed Ly
ISAT™ {7 vehlcles sre reguived), USAID will provide logistic suppart iwn the fosm of
sir transportation for USAID and U0 personnel asnd materdials az vepuired, Receseary
comodities, inoluding PO, will b2 provided for lmplemanting the activity., Trucking
copts for the transport of meterials, constrietion eoste of simpls atarage faciliibisz
and purchase of a maxiuua ef 1200 tons of sssd will be finansed through a USAILD ‘irusl
Tundd with the kip being tromsferred from the Commtarpert Special Accewmnt, Disburse-
menta will be mads through aves USAID eachiers within establishad fund sand proguremant
limitations., The UBATD Contrasting Officers will bs sharged with proawresmsnal of
sapnliss and szrvicas In excess of disbursemant linibaiiens.

ATRTTONAY, RS ITHATRED COSTS.

iside from the ecentributions theb will have boan rade tlwough ecdesbing or past
agresnents as mentioned sbove, the follewing materlials, services, eoustruwetion and
purchase eosts will be provided by USATU in the Tivst yoar of cperation of this ex-
panded yice prograa.

fv Dellars
Purehase of up o 1200 tons saed ath
25,000 kip por ton. 30,600,000
Constraction of 8 nsed slorage facilitics 2;592;()00
Trucking servicss 200k /ton/km 4,000,000
Packing snd distribution of pasd
(Sarvice and lohor) 119,000
Printing and supplies 101,000
Szeling cosls 7,000
Obher commoditiss (teols, aqu;;mm-.) 2,500
Other costs 2,000
38,812,000 11,400

COmTRAGT,

"he atteched combract egrzament to bs sigred by the imdividual favmers and ths
MG Agrieultural Serviea, ineludins all detalle, in comeidersd an imbegral pari of
this operatiensl agrasment in the condect of this Wics Sesd Muliipiicatlern Progran,

&

UNCTASSIFISD
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T ACTIRETTS.

The mode of condueting and (insncing this cooperativa 10 and USAID setivity in
faturs yvears will be detsrmined on a yearly baois according te agroegente Lo Le
reached 1n fuivre yesro., This peusent agresment 1s Jimited to the cilendar years of
1654 and 1965, Tt is undersiood thai this Operating Agreament will be im full effect
upon signature of & Projoet dpgreement Ly V6 and USATR officiale,

We, the vnderaigned, howshy agree to the above conditicns of thls Oparation
Agrecment on this _day of Anrdl, 1984 in Vientiens, Lsos,

B a  —— v

ST
Chavrles A, Hamn Mukes Zomvannavong
Mrector of USATD/Teos Commiosionar fer bhe Plan, 10
Willdem C. Tuchker Tiae Sempavath Veaghoth
Chief, Apriculturs ‘ranch, NSAID Livegtor, Agvdeuliure Servics, 10

TINTFT A LI 1Y
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CoRTRoT
Dotwaan tha Boyel Govirnwsat of Tacs, xepresented by the Sozvice of
Agried)ture, the perty of the firat part

And , oy the porly of the ceoond part, ngres %0
the defined conditions that Tollowt

Chapier X - Ihe Fexhy of the Firot Papt

Acticle I, The Party of the firel part sgrees to buy &il of the rlze banvost
producad on the valected ouliiveded land of ihe periy of ths modond
pcoopding to the dizvectives of ¥he pavity of the first peri, for the puxponn
of mltiplication of seed of ealsctad veristicn,

Arilels 2, "he pariy of the first pant sgrees to furnish the sesd, Lhe wolus
pf which will ko daducied ":amn the salling price of e bawwatad nasd,

artiole 3. "he pardy of the fivst part opyees to ploce et the Aimpoael of
the pariy of the second part for kis wse cudh toolh, sproyars and other
neospEayy ounipmsnt as are pedod. wogs e:teriale Tomain tha piopeviy of
the perdty of the firet pert, bub mo ranial will be ohapgsd fox thale dse,

g}ﬂigle.g& iy panty of the fivsy part egress o Jupily veimbuvse the perty
of the sooend pors i hip yieid i3 zeduced by wse of the melealesd masd
veaviding ﬁua pozty of the escond past con prova {bat weduced 7lelds are dm
to pood seed. P lospoes will B paid for sush uatural opugss as [lodde,
deoughl, disesss or damags by inssote or animnla,

Chapter IT « The Parby of itha Sscond Pasd

Artigle 5. e party of the eeoomd poart agrses o provids fhe mmaa&w
land meeded fer the multiplicetion of vesde.

Azmticle 6, The pavty of the recond part colemnly agrees under peunlly of
cznsallation of this seopivact, wik 4o

-~ use the land for puzpomer cthor then thet of sesd malbiplleation
28 stipulsted 1o this contracte

w intwoduse plant matol ialg oten than imt providad i‘-'m mlEEplicsdon
PUYpOsSHS,.

ERILASS IPIEDR
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riiels T, The prty of ths sojond pert agrsss #w furnish aniesl and huson
abor, sgpiculioral materials and squipmsnt that he has avelladls Lo hio
oan operations and tho opersiions in comson within ihe Fre=s woilk of the
wltipli&& tion progrnd,. ;

| Thase ep@mtiom inelude: Seed bed proparation, swing, waintaining, tzans-

planting, Irrigpting, pesd contesl, hexvesting, threshing, beging, louding
and unloading. - _

fa will furnish swewre in gmopﬂr%mn *«U the mble Iam uaed for pdfiplication
of Eﬂﬂﬁt

The pariy of the sscerd part agvess io carry oub #he bost poseible cultaral

proaciioss inaluding soil srepataiion, transplanting, wead sontrol, past
oentrol and harveat. Tha parly of the gscond paxt agrassz to notdfy 1ho agent.
of ‘the dervies ef Agriculiuwre ag goon 28 peasidis of any epideric or atisck
of insecis ox disesssu, éven though trivial, in ordsr thab oheok mesowrns
may be tza.,mn *mmeliate}‘v.

Tha m:euy of the aammd part cgreas to teke the respopsihility for ahinining
the nﬁemgw hmm and sniml labor for his own cperetiong,

gfsz IT = m

Arbicds 8. Peywent will nob be paid by Ao parly of thg first pavd fomp
w G2 use of (e lesd 5
= e use of sgrloulburel seterial or squipsent o

‘= the snirsl v ‘tumman Imbor needed for the oparalion and
the trapspont of barvented profusts $o tha thma?zfmg
Llonz

- the work in comuon ae desgribed in Articia ¥

le 9, Lomned tools; eunipmaid, macks end othee materials which soe

t or domeged by the poxly of the second pavs must be pald for by the peedy
of the uzcopd perh ad ocst peles 4o be dedugted fon the value of s seed
purchzeed by the tgvienliwes Senvwicyg, :

WELASSIPTD

:,»



e,

'“g “

.rdﬁ

VIETINE  TOAID A= 4473 TIC LASS IRIED 5

Articie 10. The harvest is the proporiy of the parly of the seccnd part,
howoevar, this party csawet dispoze of the havvest by consuming 1% nor by
sale gince the party of tha firsh pavd in iho sols puvchasar ef the antire
horvests In the casa of inwvalldating Avtiols 6 of the oontirach, the meed
will not be purchissd by the party of the first pavt.

Actiole 11, Payment will be made in Iip:

= aftey daduction of walus of soedd sup lizd for ased bod use, ot prics
te e determirsd, 7
= afbox deduotion of wvalue of losd or éapuged equipmoas thad wms loansd,
e gftow sddition of any waisbursomsnis scoovding to artisle 4.
Avticle 12, Upon completinon of the conlrest, peysont will be wude at 10%

abave t 8 rogional market price ad the time of harxwest as dsferuinsd by the
Asonlbure Sevvice in goplaborotion with USAID msprecestadive vt eash cester,

Mt

Sigped pod avoroved:

T Papdyr of the Sacond Dond

i
Y
A4

The Hopreseniativws of the Parir
the Firgd Part, the Sevwios of Ajuicuiltuve.
(% responsible dubhopily je.

Ui LASH TFIED

k.

i
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FOREWORD

The Agricultural Finance Center, Department of Agricultural
Economics and Rural Sociology of The Chio State University, through
a contract with the United States Agency for International Develop-
ment (USAIS), conducted this short term study. This project was
designed to avaluate the organizational structure and operational
program of the Agricultural Development Organizaiion of Laos (ADO).

The authors wish to express sincere appreciation for the as-
sistance and cooperation provided by the Director of Agriculture
and other senior cfficials of the Government of the Royal Kingdom
of Laos. The counsel, advice, and support of the USAID personnel
in Laos is gratefully acknowledged., This study could not have been
completed without their assistance and cooperation. A special note
of appreciation is due Acting Director Albert Farwell, Deputy Di-
rector James Chandler, Wélt;r Nixon, Jamgf Urano, and Rcbert Laubis,
all cof USAID/Laos. The authors owe a debt of gratitude to the in-
terest and assistance of ADOC personnel; Donald Murray, Executive
Manager, the staff of the Central Office, and the ADO Field Managers.

Upon completioun of the study, Russell D. Frazier returned to his
position as Assistant Professor of Agronomy, University of Minnesota,

Ted L. Jones and William L. Henning, Jr., Agricultural Economists,

returned to the Agricultural Finance Center, Department cf Agricul-

tural Economics and Rural Sociology, The Ohio State University.
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CHAPTER 1

PROBLEM SEITING
Intreoductior

The economy of Laos is basically agricultural., Approximately

85% of the population live in rural villages and are engaged in
subsistence agriculture, The Government of the Royal Kingdom of
Lavs {RLG) and the United States Agency for International Develop=
ment (USAID) kave jointly undertaken an extensive program to accel-
erate agricultural development, particularly rice production, so that
Laos can move towards economic self-sufficiency. Specifically,
present USAID Mission goale call for: (1) self-sufficiency in rice
production by 1970;and (2) a 200,000 metric ton rice surplus by
1972. As 8 result of these goals, the agricultural sector has been
éiven top priority in Laos' development program,

" The economic development process is complicated in all countries.
The complexity and difficulty of increasing the rate of economic
development iu Laos is compounded by several major factors. These
factors, which particularly hinder development in Laos, include:
{1) the security and refugee problems; (2) a balance of trade and
balance of payments deficit; (3) a deficit in agricultural produc=
tion; (4) an inadequate transportation and marketing system;
(5) an inadequate banking system; (6) an inadequate educational
system and shortage of trained personnel;and (7) ethnic and cultural

differences within Laocs.
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The progress of the Laotian economy during the years ahead will
depend primarily upon Laos® ability to increase agricultural production,
particularly rice, and to sell this increased production at »rices
that will reward farm producers for their additional labor, investment,

and risk.

The Mission of the Team

The achievement of economic selfwsufficiency will require substan~
ial modernization of the Laotian marketing system for both farm inputs
and agricultural production beyond consumption requirements, and the
establishment of an efficient agricultural credit system to meet the
increased need for credit, The major objectives of the Team were:

(1) to evaluate the ongoing operations of the Agriculture Development
Organization of Laos (ADO) in the fields of rural market development
and credit extension; and (2) to make specific recommendatiomns for
improving ADO's structure and operation,

In order to achieve the major objectives cited above, the specific
objectives requested of the Team were: (1) to study the existing
system for marketing agricultural inputs; (2) to study the existing
Laotian rice marketing system; (3) to study the existing agricultural
credit system; (4) to identify the major problems in marketing and
credit that must be overcome if agricultural develepment is to be
achieved; and (5) to investigate the desirability of establishing
floor prices for rice and to recommend procedures for determining

floor prices, if established.



Limitations of the Study

The objectives of this study are very broad and each is worthy of
an intensive, detailed analysis. The time limitation placed upon the
Team was 30 days in Laos. Within this tiise constraint, it was not
possible for the Team to generate primary data. The results of this
study reflect the analysis of incomplete secondary data and cf in-
formation and opinions obtained directly from Laotian officials,

USAID personnel, and a limited number of local businessmen. This

study should be evaluated within the framework of these limitations.
Economic and Related Data

Table 1 provides a brief numerical overview of Laos compared with

other Far Eastern countries. The Laotianr population of 2.8 illion

had a per capita income of approximately US $70 in 1966. T .2 gross
national product of Laos in 1966 was about US $173 million, Laos'
population density of 30 per square mile is the lowest of any Far
Eastern nation. About 85% of the population live in rural villages

and are engaged in subsistence farming.lj The annual rate of population
increase is estimated at two to four percent. Only 247 of the popu-
lation are literate. Approximately six percent of the population

are in school, which is the lowest figure of any country in the Far

East.

1/ Background Notes, Laos, Department of State Publication 8301,
October, 1967, page 6.




TABLE 1

ECONOMIC AND RELATED DATA

FAR EAST COUNTRIES

Pop. Pop. GNP
Pop. Density Growth Perx Life People
Millions Per Rate Capita % Expectancy Per Pupils
Country Sq. Miles 1267 5qe Mi, % Per ¥Yr, 1966 $§ Literacy Years Physician % of Pop.
Burma 262,000 26,0 100 2,1 70 60 42 4,900 10
Cambodia 67,000 6.0 90 2,1 140 31 b4 25,000 12
Indonesia 576,000 113,0 190 3.2 100 43 32 34,820 11
Korea 38,000 29,8 780 2.4 139 35 52 2,710 21
Laos 91,000 2,8 30 2.4 70 24 30 25,700 6
Malaysia 128,000 9.7 80 3.0 306 43 57 6,100 22
Philippines 116,000 35.0 290 3.4 170 72 55 1,700 19
Thailand 198,000 33.7 170 3.3 140 68 50 7,300 15
S. Vietnam 66,000 17,0 260 2,8 126 40=50 35 16,600 13
Taiwan 14,000 13,2 960 2.3 247 78 63 1,500 22
Japan 143,000 100.9 690 1.0 1,074 98 69 200 22

Source: USAID/Laos == Office of Program Evaluation, July, 1968,
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Government expenditures have exceeded government revenues by more
than eight billion Kip annually since 1966, as shown in Table 2. Im-
ports, presented in Table 3, were at least 28 times the volume of ex-
ports from 1964 to 1966. Tin (427%) and wood (31%) were the major
export commodities in 1967.3/

The lack of adequate transportation facilities within Laos
seriously hinders econumic development. There are no railroads in
Laos and the all weather road network is not adequate. Rapids and
falls prevent the commercial usage of several sections of the Mekong

3/

River in the southern part of Laos.= Still, the Mekong River is
the major route for transporting commodities in other sections of

the country.

Agricultural Development Orgari-ation, (ADQ)
Organization and Cp>« htzwf

4/
Background™

The current annual average rice prcduction inm Laos of 550,000
metric tons (milled) has not been sufficiznt to meset national con-
sumption requirements. The gap between consumption rejuirements and
national production has been met traditionally by the importation of

rice from Thailand. The magnitude of Laotian imports has been

2/ Statistical Report, laos, USAID/Lacs -- Office of Program Eval-
uation, June, 1968, page 20.

3/ Background Notes, Laos, Op. Cit., page 6.

4/ For additional information on the development of: ADO see "The
Agricultural Development Organization and The Rice Problem in
Laos" by J. D. Drilon, Jr., December 15, 1965, pages 23-33 and
"End of Tour Repecrt" by John B. Sauvajot, Aprll 26, 1966, pages
2-3.
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TABLE 2

GOVE.."'MENT REVENUES AND EXPENDITURES, LAOS
FISCAL YEARS 1965-1968

1965 1956 1967 1968

(In Millions of Kip)
Government Revenues 4,735 4,721 6,391 7,401
Government Expendituies 10.315 14,320 15,310 16,085
Deficit 5,581 ©,66¢ 8,919 8,684

Source: Statistical Report., Laos, USAID/Laos =~ Office of Program
Evaluation, June, 1968, page 12,
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TABLE 3

EXPORTS AND IMPORIS, LAOS, 1964-1966

1264 1955 19656
(In Thousands of Kip)
Exports 213,345 240,169 357,724
Tuports 6,123,600 7,893,200 10,036,700

Balance of Trade
Deficit 5,910,255 7,653,031 9,678,576

Source: Statistical Report, Laos, USAID/Laos == Office of Program
Evaluation, June, 1968, pages 20, 22,
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estimated to be from 30,000 to 50,000 metric tons annually. Table &4
shows the amount and price of USAID rice imports for fiscal years
1966-1969. The extent of commercial rice importation into Laos

is unknown.

The first joint RLG/USAID/Laos agricultural program, which began
ia 1956, concentrated upon the selectién of local rice varieties and
varieties from neighboring countries that were expected to perform
well in Laos. As four improved rice varieties became available in
1964, an intensive program of rapid seed multiplication was launched.

This initial step in increasing rice production es.ablished the
commitment which led to additional projects in support of the rice
production program. It become evident that:

1) the improved seeds had to be distributed to farmers;

2) farmers had to be encouraged to grow quantities of rice in

excess of thelr subsiastence needs;

3) new capital inputs (such as fertilizer, insecticide, tools,

and sprayers) had to be made available to farmers;

4) farmers had to be able to obtain these capital inputs, which

meant a need for agricultural credit;

5) farmers had to be taught how to use these new capital inputs

(technical advice); and

6) the rice marketing system needed to be improved if the price

system was to reward farmers for their additional effort

and risk.



TABLE 4

QUANTITY AND AVERAGE PRICE OF MTLLED
GLUTINOUS RICE IMPORTED INTO LAOS BY GSAID
FISCAL YEARS 1966-19692/ ~

Sin;;i " Bag Triple Bag Total
Air Drop Average
Quantity Price Quantity Price Quanticy Price&
Metric Tons US $ Per Ton Metric Tons US § Per Ton Metric Tons US S8 Per Ton
1456 12,36. 120 20,822 136 33,190 130
1967 19,053 143 15,.78 171 35,331 156
13¢8 26,237 137 21,916 155 48,153 145
19692/ 7,570 139 320 155 7,890 140

a/ Grade == 35% broken,
b/ July to October, 1968,
¢/ 1Including bagging,

Source: Office of Supply Management, USAID Vientiane, Laos,



The question thenm arose as to what type of organization could best
implement this expanded agricultural program. Mr. David R. Curtin,
Acting Deputy Director of USAID, had proposed the creation of a
Laotian American Development Organization (LADO) in November, 1964.
He proposed that LADO should function as a modern business corpor-
ation to be authorized and initially funded by a project agreement
under the USAID Program. The organization was to have two Co-
Directors, a Laotian and an American. The purpose of LADO was to
facilitate implementation of the AID Program and to promote the
overall economic development of Laos. The "Curtin'" proposal was
carefully reviewed, but LADO wcs shelved as being too ambitious a
program to be implemented at that time.

In February, 1965, Mr. J. Hawes recommended to W. C. Tucker,
Chief, USAID/Agriculture, Laos, that a semi-autonomous organization
be established to facilitate the RLG/USAID rice production program.
On April 22, 1965, after careful study, the Agricultural Development
Organization (ABO) was initially establisghed by a project agreement
between the RLG and USATD/Laos. A presidential decree issued by the
Prime Minister of Laos formally created ADO in October, 1965. The
six articles of thié decree are as folléws:

“"Article I: An organization endowed with legal status and
financial autonomy named the 'Agricultural Development Organi-
zation' (ADO) is created with a view to stimulate and promote

the development of agriculture in Laos.

"Article II: The attached statutes of ADO which are part
and parcel of this Order are approved.

"Article III: ADO is entirely financed by the Counterpart
Special Fund in Kip from the American Economic 4id,
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“"Article IV: The direction of the ADO with all the power
of management is entrusted to the Director of Agriculture of
the Royal Government working in close collaboration with the
Chief of the Agricultural Division of USAID/Laos.

"Article V: The exoneration of the land taxes on the movable
and immovable properties, the customs tax and duty, the turnover
tax as well as the income tax is granted to ADO,

"Article VI: The Minister of National Economy and the Plan,
the Minister of Finance, and the Cabinet of the Presidency of
the Council of Ministers are charged, each for his own concern,
with the execution of this Order.'=

In summary, ADO developed as an expansion of the joint RLG/USAID/Laos
Agricultural Devlecpment Program. ADO was created: (1) to add flex-
ibility to the RLG/USAID Agricultural Program; (2) to conduct projects
that would lend themselves to businesslike methods; (3) to improve the
Laotian economy by implementing projects without hindrance from gov-

ernmental agencies at the provincial and local level; and (4) as a

corollary to the above, to develop Laotian managerial abilities.

Original Organization of ADO

The original organizational chart proposed for ADO in 1965 is
shown in Figure l. The overall responsibility for ADO was placed
with the Commission for the Plan and the Director, USAID/Laos. The
Co-Director's responsibilities were vested in the Director of Agricul-
ture, RLG and Chief, USAID Agriculture Division. As indicated in the

organizational chart, their responsibilities included both policy

5/ Kingdom of Laos, Presidential Decree, No. 605/PC, October 4, 1965.



FIGURE 1

ORGANIZATIONAL CHART OF AGRICULTURE DEVELOPMENT ORGANIZATION == 1965
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Admin, Finance
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Rice Imp, & Prod,

Project No, 3

Rice Purchase

Source:
Problem in Laos,'" December, 1565, page 33,

Organization and The Rice
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making and operations, This was not a sound organizational structure.
Soon, therefore, an Acting Executive Officer was assigned to estab=
lish ADO and to develop operating procedures and organizational respon=-
sibilities, Provincial Offices were established in Luang Prabang,

Sayaboury, Thakhek, Savannakhet, and Pakse,

ADO Organizatiopal Structure, 1968

The organizational chart of ADO, 196G is shown in Figure 2, The
present location of ADO provincial and sub=-offices is shown in Figure 3.
The following section briefly describes the organizational structure
of ADO as of December, 1968 and compares it with the organizational
structure in 1965,

l. Overall responsibility for ADO == No change between 1965 and 1968,

2, Co~Direction == The Co=Directors now provide both policy guidance
and overall supervigsion, They have delagated operational and
managerial responsibilities to the Executive Manager.

3. Executive Manager and Deputy == The USAID Executive Manager is
functioning, but the Deputy Manager (Laotian) position is vacant
and has been vacant for several months, One of the difficulties
in establishing ADO as a viable business organization is reflec~
ted in the number of Executive Officers that have been assigned
to ADO since it began operations in 19565, Six different Ameri-
cang have either been Acting Executive Officer or Executive Officer
during this 44 month period, Most of the Executive Officers
were neither trained as business managers, nor did they have

previous experience in managerial positions, The choice and assign=
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FIGURE 2

ADQ ~= ORGANIZATIONAL CHART, 1968

Commission for the Plan
Director, USAID/Laos .
! Overall Responsibiliity
Co=Director
Director of Agr,, RIG

Chief, USAID/Agr,. Div.

(Policy Guidance)

Executive Manager
(USAID)
Deputy Exe, Manager
(Laotian) Vacant

Commodity Credit Group Pump Accounting
Supply Officer Advisor Project Manager Section
(USAID) : {USAID) (Laotian) (TCN)
USAID Provinci=
Area Agr, al Agr,
Advisor Chief

(Area Policy
Guidance)

Field Manager
(USAID)
Deputy Field Manager
(Laotian) Vacant

Village Credit Pump Operator
Mezxchants Warehousemen Agents and Project Mechanice
{(Laotian) (Laotian) (Laotian) jManager {Laotian) (laotian

Scurce: ADO Records, December, 1968,
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FIGURE 3

(/) Areas where ADO
is functioning,

November, 1968
 ADO Provincial Offices

apy pup=Qifices
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Source: ADO Records
November, 1968
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ment of the ADO Executive Manager is the responsibility of USALD
with the agreement of the RLG Direction of Agriculture., The
rapid turnover of Executive Officers indicates that USAID has

not provided ADO with wmanagement continuity. The present Execu-
tive Officer has been in his position for less than one year and
expects to depart within three mounths.

Commodity Supply Officer (CSO) == Not present in 1965. The

CSO's primary responsibilities are to order commodities, to make
arrangements for forwarding commodities to provincial field
offices, and to establish proper procedures for inventory control,
He does not have a Laotian counterpart, The present CSO has been
on the job for approximately two months.

Agriculture Credit Advisor ==~ Not present in 1965, The Credit
Advigor's major duties include: a) developing credit policies
for new loans, evaluating existing credit policies, analyzing
existing loan procedures, and making recommendations regarding
collection policies, etz,; b) developing feasible criteria,
procedures, forms, and contracts necessary to implement loan pro=-
jects; c¢) assisting in the formation of farmer loan receiving
groups; d) assisting ADO fieid personnel in the areas of credit
and cooperatives; and e) providing reports and assisting the
Executive Officer as requested, The present Credit Advisor is
beginning his second two~year tour in this positionm,

Group Pump Project Manager == Not present in 1965, This staff

position was created as a result of difficulties in managing and
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supervising group pump loans, The group pump project represents
the first attempt to formally organize Laotian farmers into
common interest groups. The Group Pump Credit Contra;t has not
been clearly understood by the farmer members. Also, the terms

of the contract have been changed several times. As a result, the
pump groups are still in a state of confusion. The pump manager
appears to be fully occupied with the present 16 farmer grouns,
Accounting Section =~ The present Accounting Secticn is compar=
able to Project Number 1, Administration and Finance in the 1965
organization, But the responsibilities of this section have been
increased as the number of ADO personnel has risen, as the number
of loans has expanded, and as the volume of commodities distri=
buted has multiplied, The Accounting Section has the responsi=-
bility of maintaining a record of inventory on hand in the Central
Office as well as in the field offices., To date, this has been

a paper control without a regular physical inventory baing taken
in the field offices,

Field Manager (Provincial) =-- American Field Managers were first
hired in 1965, although they did not appear on the original or-
ganizational chart, All of the seven American Field Managers
speak the local language, which is a necessary prerequisite for
the position. All present Field Managers are either ex-Peace
Corps volunteers from Thailand or former members of the Inter=
national Voluntary Service in Laos. The Field Manager position is

£

essential to the successful operation of ADO., The managers are

directly responsible to the Exccutive Officer for the sale of
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commodities for cash or credit; the supervision of Laotian village
merchants who handle the cash sales of fertilizer, tools, inscc=
ticides, etc.; the supervision of ADQC credit agents who contact
farmers directly to sell them improved inputs; and the supervisicn
of all other local ADO employees. The Field Managers are
respongible for the commodities assigned to them for storage

and sale, One of the most pressing problems faced by ADO

Field Managers is the difficulty of hiring Laotians capable of
assuming the duties of Deputy Field Manager. As the volume of
business expands and the number of employees per Field Office
increases, the necessity of a second management layer in the

Field Offices becomes increasingly apparent.

Village Merchants (Laotian) == Not present in 1965. the ACO

Field Managers were instructed to locate capable Laotian merchants
in selected villages in their provinces to handle the cash sale of
ADO commodities, Commodities were then consigned to these merchants.
The ADO merchants sell the input commodities to farmers for cash
at prices established and published by ADO, The merchant's
consignment inventory is checked monthly. The merchant pays

the Field Manager for all ADO commodities that have been sold

or lost less a ten percent commission., If a farmer cannot pay
cash, the merchant does not sell to him on credit, but rather
refers the farmer to the ADC Field Manager who conducts credit
sales. The village=-merchant arrangement with its obvious
locatiocral advantages has strengthened ADO's commodity distribution
systems The lack of merchant ability to administer a credit

program has limited this project's impact,
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The number of ADO village merchants has increased from 41
in 19267 to 83 in October, 1968, Table 5 breaks down the village-
merchant project by province. The largest number of village
merchants is found in the Vientiane provincial area.

10,  ADO Employees == In August, 1968, ADO had 146 employees in Field
Offices and 12 employees in the Central Office in Vientiane,
The job classification, salary, and distribution of these
employees is surnmarized in Tables 6 aud 7. Thege figures do not
include either the three American employees in the Central Office

or the seven American Field Managers,

AN0’s Role in Laotian Agricultural Development

During 1968, ADO dramatically expanded its role as a facilitator
of agricultural development, Chapter II will describe ADO's activities
involving the sale of agricultural inputs, The expanding agricultural
credit activities of ADO will be examined in Chapter III., ADO's
agricultural marketing activities, particularly the rice buying
program, will be described in Chapter IV, Chapter V will include

recommendations concerning ADO's organizational structure.
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TABLE 5

Area 1967 1968
North

Luang Prabang 4 6

Sayaboury 5 13
Central

Borikhan 2 14

Vientiane 12 19
South Central

Khammouane 6 12

Savannakhet 5 12
South

Pakse Area . J o 4
Total 41 83

Source: ADC Records, December, 1968.
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JOB CLASSIFLCATION, NUMBER OF EMPLOYEES, MONTHLY SALARY, ADO FiEID OFFICES, AUGYST, 1968
Number of Employees

Job Monthly Luang
Classification Salary (Kip) 8/ prabang Sayaboury Vientiane Thakhek Savannakhet Pakse Total
Credit Sale
Merchant 100,000 - - 1 - - - 1
Secretary 12,000=

18,000 2 1 4 2 1 1 11
Merchant 12,000~
Control 15,000 - - 1 - 1 - 2
Credit and/or 12,000~
Sales Agent 14,000 il 9 11 4 6 9 50
Credit
Collector 14,000 - - 1 - - - 1
Warehousemen 7,000~

11,000 - 1 1 1 2 2 7
Warehousemen/
Purchase Agent 12,000 - 5 20 3 5 5 38
Driver 14,000
Pump Operators 5,000 - - 25 3 - 5 33
Laborer 6,000 - - - - _1 - -4
Total 1,844,220 13 16 66 13 16 22 146

2/ Includes five percent salary increase.

Source: ADO Records, November, 1968.

-Iz-
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TABLE 7

JOB SSIFICATION, NUMBER GF EMPLOYEES,
AND MONTHLY SALARY, ARO CENTRAL OFFICE, VIENTIANE,
AUGUST, 1568 af

Job Number of Monthly Salary
Classification _Emplovees Kip
Secretary 2 25,000 = 35,000
Accountant Assistants 5 17,500 = 27,500
Mechanie . 12,000 = 22,750
Janitor 3 13,000

Guard - 15.0C0

Total | 12 262,700 b/

a/ Does not include USAID/Ameri.~n employees,
b/ 1Includes five percent salary increase.

Source: ADO Records, November, 1968,



CHAPTER II

AGRICULTURAL PRODUCTION

Traditional Rice Cultivationé/

The traditional method of growing glutinous (sticky) rice in
paddies in Laos follows a pattern that involves very little modern
equipment, materials, or technology.

Pacdy land is generally plowed in May after the annual rains
have moisterasd the soil, but before the paddies become flooded., A
yipele water buffalo is used for power, normally pulling an iron
shire, single bottom plow. After plowing, the dikes around the
paddizs are examined and repaired as necessary. A second plowing
occurs whei a few centimeters of water have accumulated in the
paddy. Finally, a simple wood-toothed harrow is pulled by buffalo
through the flooded paddy to remove clumps of weeds and complete
the process of soil puddling.

Arter the ground has been prepared, rice seedlings are trans-
planted from the seed bed to the paddy. Seedlings are generally
planted three to five per clump at roughly 30 centimeter spacing.
Generally speaking, little attention is given to orderly row spacing.
The tranmsplanting of two hectares of rice will normally require the

labor of three people working half days for roughly one month.

6/ Taken in part from Development of the Plain of Vientiane, Agri~
cultural and Soil Study, Scciete Grenobloise d’'Etudes et 4'Ap-
plications Hydrauliques by Marinet, Seguy, and Andre, 1961,

2%
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Throughout the growing season, labor is required for hand
weeding and dike maintenance. Water control depends mainly upon
natural rainfall.

Prior to harvesting, the dikes are cut and the paddies drained
in order to facilitate field work., Cutting is generally done with
a hand sickle. The bundles of rice are hand tied and left in the
field on top of the stubble to dry. After about three days of
drying, the sheaves are gathered and stacked near the threshing
floor,

The threshing floor is generally made of packed earth or con=-
crete. A variety of threshing methods are used. Threshing is most
commonly done by buffalo trampling or by hand striking tﬁe sheaves
on a rack or simple piece of wood. As a €inal throeshing, bamboo
switches are used to beat the detached grains. The grain is then
winnowed and dried for a few days in the suu.

Each family generally stores its rice in a large split bamboo
basket kept in the house., This rudimentary grainary is often one
meter (three feet) in diameter and one~and-a-half meters (four and

one-half feet) high,

Physical Inputs

Seed

Seed multiplication and distribution was the initial project
under the RLG-USAID increased rice production program. ADO has
functioned as the operational organization for implementing the

rice geed project. ADO distributes seed to selected farmers for
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multiplication and re-purchase. This re-purchased seed is then
resold by ADO to any and all buyers as improved rice seed. Figure 4
shows the magnitude of the rice seed project. Given the present
wide-spread use of the available improved varieties of rice seed,
the demand for ADO seed is expected to be roughly 200 metric tons

in 1969.

The mechanics of the seed multiplication project have been
developed to the point where the present critical factor is the
suitability of the rice seed to local conditions within the various
regions of Laos. The problem of improving available varieties is a
continuous one that demands local, sophisticated research on a on-
going basis. Laos has historically lacked this research capability,
but current work holds promise of progress.

In addition to rice seed, ADO currently distributes small
amounts of variocus vegetable seeds. This program dovetails Laotian

needs for an improved, diversified diet.

Fertilizer, Insecticides, and Small Tools

The efficient use of fertilizer and insecticides is an integral
part of agricultural development and goes hand in hand with the use
of improved seed. Prior to 1967, the use of artificial fertilizers
and insecticides in Laos was minimal. Since then, the RLG and USAID
have undertaken to introduce these Inputs into Laotian rice production.
ADO has served as the operational vehicie for distributing both

fertilizer and insecticides. Table 8 shows the amount of fertilizer

nutrients that ADO has introduced into Laos.
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TABLE 8

TONS OF FERTILIZER NUTRIENIS USED
LAOS 1967-1958

1967 1968

Wet Dry Wet
N 68 25 163
P205 24 20 163
KZO 21 0 0
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Since fertilizers are relatively new to Lacs, little research
has been done on the fertilizer response of local rice varieties
under local soil and climatic conditions. Figures 5, 6, 7, 8, and ©
summarize the available data on fertilizer use. It is clear from
these data that additional work will need to be done to assure the
most efficient use of fertilizer by Laotian farmers.

Utilizing the above data on fertilizer response as a guideline,
Table 9 presents a rough estimate of the fertilizer demand for Laos
through 1971. The actual use of fertilizer over the next three years
will depend, first, upon producers' rate of adoption and, second,
upon the marketing system's ability to supply the amount of fertilizer
desired by rice producers.

Both fertilizer analyses and amount used can be expected to
vary among the different provinces of Laos. Table 10 summarizes
the past use of fertilizer by province. It cain be concluded from
Table 10 and a knowledge of local conditions that the rate of adop=-
tion and the overall demand for fertilizer will vary widely among
the di.ferent parts of Laos.

ADO presently distributes sprayers, barbed wire, and a variety
of hand tools to Laotian farmers. These inputs compliment ADO's

other projects.

Water
Water management plays an increasingly important role as rice
producers expan¢ their use of improved seeds, fertilizers, and in-

secticides. The need for water in any dry season rice program is



FIGURE 5

INDICA VARIETIES RESPONSE TO NITROGEN - (N-25=0)
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FIGURE 6

VARIETY RESPONSE TO FERTILIZER ~ (60~45-20)
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FIGURE 7

VARIETY RESPONSE TO FERTILIZER USE
LAOS, DRY SEASON 1966-1967
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FIGURE 8

VARIETY RESPONSE TO 86-64-32 FERTILIZER
LAOS, WET SEASON 1967
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FIGURE 9

IR8 RESPONSE TO FERTILIZER USE
SAVANNAKHET, WET SEASON 1967
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Source: Veui & Muhr, November, 1968,
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TABLE 9

ESTIMATE OF FERTILIZER DEMAND
1A0S, 1968-1571

Dry Season Wet Ssason

Tons of Tons of

Hectaresil Nutrients—/ Hectaresi/ Nﬁtrientsﬁ

(1-1-0) (1-1-0)
1968 960 80 3,950 330
1969 2,000 166 8,000 735
1970 3,900 325 19,200 1,600
1971 6,500 540 32,000 245G

a/ Based on rice production estimates of January 8, 1968.

b/ Assumes an application rate of 100 kilograms of 40-40-0
per hectare.
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TABLE 10

FERTILIZER USE BY PROVINCE
LACS, 19067-1968

Fertilizer

Area (tons)
Horth

Luang Prabang 180

Sayaboury 28
Central

Borikhkan 31

Vientiane 155
South Central

Khammouane 81

Savannakhet 210
South

Pakse Area 263

Total (tons) 948




obvicus. The RLG and USAID have inaugurated several different irri-
gation projects including both gravity systems and large ard small
pumps .

ADO has helped to implement both the small and large pump pro-
jects. ADO began small pump sales in early 1967, and large group
pump distribution later the same year.

Although hard research data are not available, it is believed
from observation of Thailand, and the little available experience
in Lacs, that small water pumps may well have a large role to play
in the future agricultural development of Laos. The main physical
barrier to expanded small pump use in Laos is the 1ac# of a main-
tenance and repair capability. It is anticipated that individual
farmers will use small pumps for dry seascn vegetables, for dry
season rice, or, as necessary, for supplemental wet season irriga-
tion.

The use of large group water pumps is handicapped by a lack of
trained operators and managers as well as by a lack of maintenance
and repair capabilities. Experience, up to this point in time, has
yet to demonstrate convincingly the economic justification for large

pump groups in Laos.

Mechanical Powean

The primary sources of power for Laotian agriculture are hand

7/ Much of the data for this section comes from Tractor Survey
Repcrt by Robert E. Laubis, July, 1968.
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laboc and water buffalo. The pregsent use of mechanical power in
Laos is quite limited.

A number of 45-60 horsepower tractors have been introduced into
Laos in recent yearg, Some of these tractors have been imported
under the auspices of foreign assistance programs. The limited
maintenance and repair capabilities of the Laotian agricultural
sector are a particular problem with this highly complex machinery.
Expected rractor life in Laos has been estimated to be only half as
great as in other countries. Available research data indicate that
the full cost of tractor operation in Laos is roughly twice the
cost of operation in Thailand.

Cost studies further indicate that on the Vientiane Plain
tractor preparation of paddy land provides no economic advantage
compared to hiring thke work done by water buffalo. Because of the
difficulty of breaking new ground, it does appear that tractors can
open new paddy lard more efficiently than water buffalo.

Almost nc attention has been paid to determining the suitabil-
ity of small hand tractors to Laotian agriculture because of the in=-
terest of sponsors of foreign assistance programs in introducing
their own large tractors. A very limited number of hand tractors
bave entered Laos through private commercial sources,

In 1968, ADO brought mechanical threshers into Laos on a lim-

ted trial basis. The results of this experiment are not yet kncwn.



Production Activities

Pouble Cropping

The RLG and USAID have undertaken to encourage the expansion
of double cropping in order to rapidly expand Laotian rice pro-
duction. To the Laotian farmer, double cropping means the adop-
tion of an entire package of improved practices (seed, fertilizer,
and insecticide) as well as irrigation.

Figure 10 provides a very rough estimate of dry season rice
production through 1974, Because of the difficulties of cultural
change and limitations of the marketing system, dry season rice
production is not expected to expand by more than 2,000 hectares
per year over the next four or five years.

The actual amount of double cropping in Laos over the next
several years will depend upon the decisions of individual producers.
These decisions, in turn, will depend upon the expected costs of and
returns from dry season rice, Table 11 attempts to show the relative
costs and returns of both wet and dry season rice in Laos.ﬁj

It is the personal and professional opinion of Dr. Sala,
Director General of the Rice Department of Thailand, that individual
subsistence rice producers in Thailand, because of their inability
to duplicate demonstration conditions, do not normally undertake to

change production practices unless government testing experience

e ————

8/ Table 11 is discussed further in Appendix A,
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TABLIE 11
RICE PRODUCTION COSTS AND RETURNS g/
PER HECTARE
} Costs (Kip)
Wet Drv
Technical
Inputs 35,050 35,050
Labor 39,462 39,462
Water 0 20,000
Total 74,512 94,512
Returns (Kip)
Het Dryv
Income 126,000 b/ 150,000 ¢/
Cost 74,512 094,512
Profit 51,488 55,488
Rate of
Return 69% 59%

a/ Based on RLG extension demonstration experience
cost estimates,

of 30 Kip per kilogram.

of 30 Kip per kilogram,

and ADO group pump

b/ Based on a yield of 4,2 metric tons per hectare and a paddy price

c/ Based on a yield of 5.0 metric tons per hectare and a paddy price
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shows a 2207 rate of return. This analysis is probably valid for
Laotian subsistence farmers who are also unable to match demonstra-
tion conditions in their own paddies. The estimated rate of return
of 59% for dry season rice, as shown in Table 11, is far from 200%.
The health of both farmer and buffalo may be another physical
barrier to dry season rice production. Some farmers are not inter-
ested in dry season rice because they feel it will leave them or
their buffalo too tired to efficlently work the following wet season
crop. Although this situation may indicate a farmer's high valuation
of leisure time, it may also be literally true, and reflect the in-

adequate diet of the Laotian subsistence rice producer.

Alternative Crops

The opportunities in Laos for crops other than rice appear to
be manifold. It is understandable that the subsistence farmer, who
lives a precarious existance, devotes almost all of his energies to
raising his staple food crop, rice. However, by using modern tech-
nology, each farmer can be expected to gradually incre i1se his rice
production beyond his own family needs. Then the average Laotian
rice producer can be expected and encouraged to channel some of his
efforts intc broadening and improving his diet. As the economy, as
a whole, becomes able to adequately meet the overall demand for rice,
some producers will begin to specialize in raising and marketing crops
other than rice, and then buy rice for their own family consumption.

In developing a plan to encourage the production of alternative

crops in Laos, regional differences in climate, culture, and potential
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markets must be considered. At present, paddy land generally lies
idle during the dry season. With irrigation, dry season vegetable
production could be expanded. Dry edible beans, potatoes, tomatoes,
eggplant, green peppers, and white onions are all crops whose ex-
panded production may be feasible and which might have an impact on
Laotian eating habits.

Fruits, at present, are generally produced in a casual fashion
with very little modern technology. Laos may have a potential for
expanding the production and consumption of bananas, pineapples,
papayas, strawberries, and citrus fruit.

Posgibilities exist for expanding and diversifying upland
agriculture through the production of grain sorghum, maize, peanuts,
tobacco, cotton, and sugarcane. Coffee, tea, and soybeans present
additional upland crop potential subject, however, to particular
marketing or processing problems. Kenaf, with dry season irrigation,
could become an important source of fiber for sacking.

As the caloric deficit in Laotian nutrition is eliminated through
expanded rice production, there appears to be a great potential for
improving diets through expanded livestock production, both fowl and
ungulate. Increased livestock production would probably involve the

expansion of feed grain, grass, and legume production as well.



CHAPTER IIX

AGRICULTURAL CREDIT

Introduction

The credit and other financial services of an agricultural credit
institution in a less developed country are not provided in a vacuum,
The types and kinds of financial services that will best facilitate
agricultural development must be determined after the economic,
social, political, technological, and marketing environments have
been analyzed for the country in question.2

Laos is no exception to this basic principle. Chapter I
indicates that the majority of Laotian farmers exist near the
gsubgistence level. The unavailability of improved technology, the
lack of modern capital inputs, the problem of low incomes, the lack
of savings, the lack of credit services, the inadequacy of education,
and the underdeveloped marketing system are all factors inhibiting
the transformation from traditional to commercial agriculture.

The financial and monetary system of Laos is rudimentary. There
are only six commercial banks in the entire country, All are located
in Vientiane with only one or two banks having branches or agents in
other cities. Because commercial banking only began in 1953 and
because of the limited number of bank offices, the local economy is

little involved with the banking system, Few individuals maintain

9/ Figure 11 (following page) and Appendix B further develop this
principle.

i
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demand deposits (checking accounts). Short~term credit for the
financing of foreign trade is available from commercial banks, but
medium or long-term credit for developmental purpcses is not generally
available.lg/ Individuals with personal savings generally either

keep their cash in their howmes or buy goid, jewelry, or other compact,
high value objects,

The traditional moneylender, usually Chinese, is the financial
institution with which most Laotian farmers are familiar, Borrowing
from moneylenders for either consumption or production purposes is
expensive with effective interest rates of 100 percent or more per
annum, The moneylender is often the merchant who sells supplies to
the villager and who buys his excess production., This moneylender=
nmerchant, in his position as both the seller of gocds and the buyer
of production, can artificially adjust both the price of goods and rice
to his own advantage., The repayment of loans is usually made in kind
(for example, paddy) rather than in cash., This system of repayment
in kind seems reasonable and is understandable to the Laotian farmer
who regularly barters for goods, but who does not understand the
abstract concept of interest. The familiarity of the farmer with the
moneylender and his way of doing business as a seller of agricultural
supplies and as a buyer of produce must be strongly considered by any

11/

institutional source of credit that may be developed.™

10/ Avez Handbook for Lacs by T. D. Roberts and others, U. S.
Government Printing Office, December, 1966, page 274,

11/ Roberts and others, Ibid., pages 274=275.



Requirement for Capital and Credit Services
in the Agricultural Development of Laos

Conventional economic theory assumes that the traditiomal
subsistence econcmy is in equilibrium. Given the traditional level
of technology, the individual farmer is allocating, organizing, and
utilizing his existing resources in a near optimum manner., In other
words, none of the resources =~ land, labor, or capital ~= could be
reduced without decreasing total production,

The éubsistence economy model further assumes that increased
total production can occur only through a complete reorientation of the
agricultural system, This reorientation towards increased production
requires (1) a change in the level of techmnology, (2) the introduction
of new capital inputs, and (3) an improvement in farmer management
capabilities., If the traditionmal agricultural economy is to be changed
to a commercial one, markets for excess (beyond subsistence) production
must be available to reward the farmer for his increased efforts,

These facts have been recognized by RLG and USAID personnel for
several years. Sauvajot stated in 1964 that the basic conditions
inhibiting the economic development of Laos were:

1) a lack of credit facilities:

2) a lack of commercial (capital input) supply services;

3) a lack of transportation facilities;

4) a lack of motivation for farmers tc¢ produce beyond their

subsistence needs; and

12/

5) a lack of trained manpower.—

22/ John B. Rauvajot, End of Tour Report, Department of State,
May, 19¢6, page J.




-47-

The RLG and USAID created ADO to facilitate the agricultural
development of Laos, Figure 12 shows how the ADO program has naturally
developed over time: first, to introduce new technology and capital
(improved rice seed project); second, to provide agricultural credit
(buffalo loan project); third, to develop an input distribution systenm
(village-merchant project); fourth, to develop a marketing system
(rice buying and milling projects),

ADO's main focus has been the introduction of new capital into
Laotian agriculture. In order to accomplish this goal, each ADO
project has involved the use of credit,

To summarize, historically, Laotian farmers; (1) have not had
modern inputs available, (2) have not had sufficient capital or
credit to modernmize their operations, and (3) have not had a well
developed market for their surplus rice,

Inputs were discussed in Chapter II while marketing vill be
discussed in Chapter IV, The following portions of Chapter III

discuss the credit services of ADO,
ADQ Credit Activities

The agricultural credit activities of ADO were designed to
facilitate the agricultural development program of Laos, given the
RLG/USAID emphasis upon increasing rice production. It should be
emphasized that prior to ADO's entering the credit field, Laotian

farmers were not familiar with institutional sources of agricultural

credit,
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Non=institutional agricultural credit, from moneylenders, was
the framework within which Laotian farmers experienced and learned
about credit, This experience with moneylenders should lead Laotian
farmers to a greater appreciation of a wellwrun, efficient source of
institutional credit. Laos is not saddled, as are so many countries,
with a history of institutional credit failure,

ADO's management has viewed its credit projects as essenticl to
the successful operation of other ADO business activities == guch as
the sale of agricultural inputs and the purchase of paddy. The credit
projects have expanded and grown as the total ADO operation has
increased., The development of ADO #redit activities is summarized
in Table 12,

ADO has developed one credit project to be put into effect
during the Fall of 1969 or the Spring of 1970, This credit project
is associated with the development of the Nam Tan irrigation project
in Sayaboury Province, ADO has contracted with a commercial firm
to cut the timber from 1,500 hectares of land that will be put under
paddy cultivation after the irrigation dam is completed.égj The
cost of tﬁe land clearing is 50,000 Kip per hectare. The farmers that
will be settled on this land will be required to pay these clearing
costs, They will have to sign a contract with ADO before moving onto
the land., These farmers will repay their loans in Kip or paddy with
an interest rate of six percent on the original loan principal. The
length of the loan will be from two to five years depending upon
the amount of land each farmer agrees to cultivate, The farmers wiil

recelve title to the land when the clearing costs have been paid,

13/ AD0O currently has one divect~hire employee supervising the



TABLE 12

DEVELOPMENT OF ADO AGRICULTURAL CREDIT PROJECTS

1965-1968
Loan Cost Interest Length Project
Date / Ratio Rate of Type of Active
Initiated Project® (Percent) (Percent) Loan Repayment Nov., 1968
Spring Improved Rice 1 kg, Paddy for
1965 Seed 100 0 6 Months 1 kg. Seed Yes
June
1966 Buffalc 100 3 2 Years Paddy or Kip No
Spring Buffalo
1967 (Refugee Relief) 100 3 3 Years Paddy or Kip No
Spring Fertilizer, Insecti-
1967 cide, Sprayer, Barb 1% per
Wire, etc, 100 Month 6 Months Paddy or Kip Yes
Spring 17 per
1967 Small Water Pump 60 Month 1 Year Paddy or Kip Yes
Fall Large Water Pumps
1967 (Group Loan) 100 6 3 Yeauw Paddy or Kip Yes
August Consumer Loan (In Con=
1968 junction with a Rice
Purchase Contract) n/a 0 4.6 Months Paddy Only Yes
1969~
1970D/ Land Clearing 100 6 2=5 Years Paddy or Kip No

a/ Alil but the Consumer Ioan Project provided credit in kind,
on the future purchase of paddy.

b/ Production loans to individual farmers will be givenr after land is cleared,

The consumer loonsg weve

actually cach advarces

_Og-
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Analysis of ADO Credit Projects

The types of credit projects developed and implemented by
ADO reveal a clear understanding of the necessity of injecting new
and improved capital inputs into agriculture in order to bring about
increased production. The low income farmer does not have sufficient
savings to buy the needed improved inputs so agricultural credit is
provided to finance this additional capital. Credit in kind instead
of cash is provided to help insure that new capital is used for
productive purposes and not for consumption,

Improved Rice Seed == The first credit project undertaken by
ALO was to finance the multiplication of improved rice seed as a
first step in the ' LG/USAID rice production program., Credit in
kind (seed) was offered to farmers selected by RLG Extension with
the loan to be repaid with paddy at a rate of one kilogram of paddy for
each kilogram of seed lent, ADO further contracted with the borrower
to purchase all additional paddy produced from the improved ADO seed
at a 15 percent premium over the local market price.

Buffalg ~- The bﬁffalo loan projects were not successful,
Several factors were involved, but one of the major ones was that
loans were made in areas that later came under Pathet Lao control,

As a result, many buffalo loans could not be collected, In some areas,
the project was hampered by the death of buffalo from disease, 1In
other areas, the borrowers did not completely understand the terms

of the credit contract and were reluctant to repay their loans.
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During the Spring of 1967, buffalo loans were made in conjunctien
with the refugee relief program. These loans went to refugees who
were unfamiliar with the use of buffalo in paddy production. It
should be recognized that the buffalo loan project did not introduce
new capital inputs into agricultural production, but rather simply
represented a transfer in ownership. A net increase in total rice
production would occur only if the borrowing farmer was a more
efficient user of buffalo than the previous owner.

Sixty=two percent of the buffalo loans outstanding and 54 percent
of the volume outstanding were past due on Cctober 31, 1968, At the
request of ADO's Executive Manager, the Co-Directors discontinued
the buffalo loan project in the Spring of 1968,

Production Inputg == Fertilizer, insecticide, sprayer, barb
wire, and small water pump credit projects were put into effect in
1967. This was a logical extension of the concerted effort to introduce
new capital inputs into Laotian agricultural production. This credit
project has been quite successful except for collection problems in

the North area.

Large Vater Pump =~ The large water pump loan project is the
first credit to be extended to a group rather than to an individual
farmer. This project must be viewed ags an experiment and, as such, has
several inherent problems. First, a well planned and well conducted
educational program must present the entire pump project to the group
before any contract is signed. This is time consuming, but essentiszl
if group projects are to be successful. Second, the terms of the credit

contract must be carefully spelled out to each farmer in advance



of his signing and not changed after the contract is signed. Third,
the pump project itself must be supervised by ADO personnel to insure
that the pump is properly utilized and that each farmer in the group
receives a fair share of the water. Fourth, the necessary maintenance
and spare parts must be readily available,

There appears to be little in the cultural background of Lactian
farmers to indicate that they will willingly work together in groups
for economic gain or be jointly responsible for group loans. If future
group loan projects are to be developed, they will need to be carefully
planned, carefully implemented, and carefully supervised,

Congumer lLoan == The consumer loan project (cash advance on a
rice purchase contract) was started in August, 1968 on an experimental
basis. This project represents ADO's initial effort in rice marketing.
The rice buying project was undertaken: (1) to help meet the rice
needs of USAID's Office of Supply Management (OSM) for refugee and
military support programs, and (2) to assure program participants of
a better paddy price than they would receive from the traditional
marketing system,

The custom on the Vientiane Plain has been for paddy buyers to
make loans to paddy farmers in the few months prior to harvest
(usually in Kip) to be repaid in paddy at harvest time. As a result,
there is normally only a small amount of "uncommitted" paddy at
harvest,

The cash advance project was undertaken to assure that ADO would
have adequate rice to fulfill the OSM contracts. This project cannot

be evaluated until the farmers have completed their harvesting,

Tareshing, and repayment which will be in January and February, 196¢.



Land Clearing == The land clesring credit project has not yet
been implemented so it cannot be evaluated. However, this particular
project appears to have several significant weaknesses:

1) this will be the first time that Lactian farmers have been

obligated to pay land clearing costs;

2) the magnitude of each loan is large (50,000 Kip per hectare)
with repayment required over a period of several years;

3) some of these farmers have not grown paddy in the past;

4) 1land clearing represents only a part of the credit needs of
these farmers == ADO must be prepared to provide production
credit or the farmers will simply be unable to farm the land;
and

5) ADO will not be able to select its borrowers, but will be
expected to provide credit to all farmers in the irrigation
project,

The prerequisites of the Nam Tan credit project are educational
preparation prior to resettlement and support and training after
resettlement. This work will have to be done by Area USAID personnel
and by the Provincial RLG staff. The credit project itself does not

appear to have a solid economic base.

ADO's Current Credit Situation

ADC is, at present, the only institutional source of agricultural
credit in Laos. ADO began making loans in 1965, but did not greatly
expand its credit activities until 1967. Table 13 summarizes by area
the present status of ADO's credit activities. ADO had 10,424 indivicdual

loans tctaling 108,900,000 Kip ($218,000) outstanding as of Octobar

31, 1968, The average loan size was 10,400 Kip ($21).



TABLE 13

NUMBER AND SIZE OF LOANS, VOLUME OF CREDIT OUTSTANDING, NUMBER AND VOLUME OF DELINQUENT LOANS,
BY AREA, LAOS, OCTOBER 31, 1968

Volume Average Number
Number of Credit Size of Loans Loans Volume of
Areas of Loans Qutstanding of Loan Carried Over Past Due Credit Past Due
Outstanding Kip Kip From 1967 No. Percent Kip Percent
(Millions) (Thousands) (Millions)

North

Luang Prabang 1231 17.1 13:9 1,214 449 36 6.7 39

Sayaboury 927 1.3 1:9 172 39 4 N a/
Central

Borikhan 214 1.4 6.5 16 16 7 .01 a/

Vientiane 1,996 14,2 7.1 74 153 8 Duid 40

Market Advance¥* 3,000 31.0 1.3 - - - - -
South Central

Khammouane 1,077 8.3 7.7 627 81 8 2.0 24

Savannakhet 1,264 12.7 10.0 82 54 4 .8 a/
South

Pakse Area 715 16.9 23.6 342 288 40 6.5 38

Total 10,424 108.9 10.4 2,527 1,080 10 22.11 20

a/ Less than one percent.

%  Cagh advances as a part of rice tuying preogram.

Souarna:

Mentuly Reports = ADO, Octoker 31, 1968,
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As shown in Table 14, fertilizer loans, cash advances for paddy
purchase, buffalo loans, and pump loans made up 37, 29, 20, and ten
percent, respectively, of the loans outstanding.

Ten percent of the loans and 20 percent of the loan volume were
past due. A breakdown of past due loans by type and area is found
in Table 14, Past due is not necessarily the same as expected loss,
but it does give an indication of where problems exist. ADO has not
had enough credit experience to estimate loan repayment rates.. ADO

does expect about 95 percent repayment under normal conditions.

Analysis of Current Loan Problems

The agricultural credit situation as of October, 1968 clearly
indicates great variation among the areas of Laos. The classifications
of North for Luang Prabang and Sayaboury Provinces, Central for Vieatiane
and Borikhan Provinces, South Central for Khammouane and Savannakhet
Provinces, and South for Sedone, Champassak, Sithandone, Saravane, and
Attopeu Provinces are used throughout this report,

These areas differ in market system, land productivity, level of
technology, and transportation facilities., The South normally produces
surplus rice, while the North and Central areas do not generally produce
enough rice to meet their consumption requirements. An analysis of
ADO's credit problems clearly points out some of the regional
differences in Laos, Table 15 breaks down ADO's outstanding loans by

area and type, while Table 16 breaks down past due loans by area and

type.



TABLE 14

NUMBER AND SIZE OF LOAN, NUMBER AND VOLUME DELINQUENT, BY AREA AND TYPE OF LOAN, IAOS,
OCTOBER 31, 1968

Kind of L
Fertilizer Pum e Buffalo otherd/
No. Av, | No, IVol, {No, Av, No, |Vol, |No, Av, | No, |Vol, No. Av, No,
Areas Size | Past |Past Size |Past |Ppast Size |Past |Past Size (past
(Kip)|Due %|{Due % (Kip) |Due %|Due % (Kip) [Due % [Due % (Kip) Pue %
North
Luang Prabang 649 14,1257 28 50 4 88,750 Ia 89 99 39,220 - - 479 7,690 | 55
Sayaboury 347 | 4,132 6 | 19 4| 41,000 = - |97} 30,920| - - 430 | 6,210 | 4
Central
Borikhan 191 5,906 - o~ - - - _ -’ - - - 231 10,678 } 70
Vientiane 1,817 4,298 = 841 33,860 93 90 84 42,040 89 89 11 5000 | =
South Central
Khammouane 801 4,321 - - 21 625950 7 14 91} 32,310 61 164 3,622 -
Savannakhet 1,178 6,355 2 17 47 109,940 28 8 37| 27,440 19 2 4,000 -
South
Pakse Area 353 26,846 o 181 33.000 4 17 3181} 20,937 | 89 95 26 6,659 | = -
Total 5,336 7,489 15 178 58,680 54 34 1726 28,960 62 54 ,135 6,547 | 26 28
gf Excludes 3,000 loans made in Vientiane Province as advances for rice purchases,
Source:

Monthly Reporits == ADO, October 31, 1968,

o] G



TABLE 15

PERCENTAGE OF TOTAL LOANS OUTSTANDING BY NUMBER AND VOLUME,
BY TYPE OF LOAN, AND BY AREA
LAOS, OCTOBER 31, 1968 a/

Type of Loan

Fertilizer Pump Ruffalo Other Total
Areas Number Volume Number Volume Number Volume Number Volume Number Volume
(%) (%) (%) (L) (%) (%) (%) (%) (%) (%)
North 14 14 h/ E/ 3 9 12 8 29 31
Central 27 11 1 & 1 4 b/ b/ 30 20 .
v
cn
South Central 26 14 1 8 2 5 2 b/ 31 27 '
South 5 12 b/ IQ/ 4 9 gf b/ 190 22
Total 72 51 2 13 10 27 16 9 1030 100

a/ 7,424 loans for a total of 77,900,000 Kip were outstanding as of October 31, 1968.
b/ Less than one percent.

Source: Monthly Reports - ADO, October 31, 1968.



TABLE 16

PERCENTAGE OF TOTAL LOANS PAST DUE BY NUMBER AND
BY TYPE OF LOAN, AND BY AREA,
LAOS, OCTOBER 31, 1968 a/

VOLUME ,

Type of Loan

Fertilizer Pump Buffalo Total
Areas Number Volume Number Volume Number Volume Number  Volume Number Volume
(%) £7%) (%) (%) (%) (%) (%) (%) (%) (%)
North 20 26 Q/ 2 0 0 27 8 47 35
Central 0 0 7 11 7 14 b/ 1 14 27
South Central b/ b/ 2 2 9 8 0 0 1 10
South 0 0 b/ b/ 27 28 0 0 27 28
Total 20 26 9 15 43 50 28 9 100 100

a/ Of a total of 7,424 loans representing 77,900,000 Kip, 1,080 loans totaling 22,110,000 Kip

were past due.
b/ Less than one percent.

Source: Monthly Reports - ADO, October 31, 1968.

-6g_
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Although the North had 29 percent of the total number of loans
outstanding, only 17 new loans were made in 1968. The other 1,214
loans were carried over from 1967, Forty=seven percent of all past
due loans were in the North, Only in the North were more than one percent
of fertilizer loans past due., Since no buffalo loans were yet due in
the North, the credit situation probably looks more favorable than
in fact it is. The credit problems in the North probably reflect
cultural and physical differences relative to the rest of Laos and are
not the responsibility of ADO field personnel,

The South had 22 percent of the total loan volume outstanding,
but only ten percent of the loans., This means that loans in the
South are roughly twice as large as elsewhere in Laos. Ignoring the
buffalo program, less than one percent of all loans in the South wers
past due, Because of the regular rice surplus and market orientation
of the area, credit programs should be more successful in the South
than in the rest of Laos.l&/

The pump loan project in the Central area represented 1l percent
of the total past due volume. The buffalo loan project alone accounted
for 50 percent of all past due loans, Many of the overdue buffalo
loans are in unsecure areas and therefore impossible to collect.

To date, ADO's credit projects have been designed at the Central
Office with identical procedures for implementation in all areas of
Laos. The above analysis indicates that credit projects for Laos nead
to be designed on an area rather than country-~wide basis. ADO further

needs to conduct loan problem analysis on a regular basis by area and

by project.

14! The excellent tearmork cf the RLCG, USAID, and ADO perscnael has



Estimated Demand for Agricultural Credit

The estimated demand for agricultural credit for fertilizer, puumps,
and other inputs in Laos through 1971 is shown in Table 17. The credit
demand for the Nam Tan land clearing project and cash advances for paddy
purchase is not included in the estimates found in Table 17.

The peak demand in 1971 of 430 million Kip represents an increase
of 650 percent in number of loans and 400 percent increase in loan
volume over current projects. ADO cannct provide credit services of
*his magnitude given the present size and training of its field force,
Recommended changes in ADQO's organization and training will be discussed

in Chapter V.

ADO's Credit Problems

Trained Personnel (Laotian)

A lack of trained manpower is probably the greatest limiting
factor inhibiting the success of ADO, The difficulties in designing
and implementing a continuing training program for individuals that
have had six years of formal education or less are obvious, but an
internal formal training program for ADO is needed now.

This extreme shortage of trained personnel seriously restricts
ADQ's credit program, The sending of 18 men to Thailand for three
months of credit training is an excellent first step in developing
a permanent credit training program for ADO, These 18 men should be

viewed as a cadre of credit trainees for Laos,



TABLE 17

ESTIMATED DEMARND FOR AGRICULTURAL CREDIT THROUGH 1971

Fertilizer Pump Other Inputs Total Credit
Wet feason Dry Season Loans
Fiscal Loans Loavs Loans Loans Peak a/
Year Volume Volume Volume Volume Volume
Number (Kip) Number (Kip) Numbear (Kip) Number (Kip) Number (Kip)
1967 560 3,610,000 - - 140 5,000,000 50 185,000 750 8,795,000
1968 | 5,300} 36,100,000 750 | 5,250,000 150 9,000,000 | 1,100 6,000,000 6,550 56,350,000
1969 }10,000] 70,000,000 | 2,40C §17,800,000 300 § 15,000,000 } 2,000 { 12,000,000 }12,300 | 114,800,000
1970 {23,000} 150,000,000 | 5,000 |35,000,000 600 { 30,000,000 | 4,600 | 27,600,000 |]28,200 | 242,600,000
1971 40,000i 280,000,000 | 7,500 {52,500,G00 | 1,000 | 50,000,000 | 8,000 { 48,000,000 {49,000 | 430,500,000

a/ Any loan carry over will udd to

peak volume requirements.
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Record Keeping

ADO presently has more than 10,000 loans outstanding. This number
is expected to increase rapidly in the near future. The present manual
method of processing, storing, and analyzing loan dockets is inadequate.
Each field office should receive a statement from the Central Office
at least twice a month to show loans that are currently due and all
loans that are past due. ADO will aeed to shift its credit records

to an automatic data processing system as the credit program expands.,

Analysis of Loan Applications

ADO is aware of the limited financial analysis that loan applications
presently receive. As the credit program expanlis, loan analysis will
be necessary to assure both ADO and the borrower that the economic
returns from the loan will be sufficient to make repayment,
Basic information such as size of farm, hectares of paddy, size
cf family, and estimated farm yield or income could presently be
used by ADO in establishing the criteria for future credit activities.
As Laotian farmers become educated to borrowing in Kip and repaying
in Kip (rather than in kind), the need for a more complete credit

analysis will increase.

ADO Solely as a Credit Institution 15/

Proposals have been advanced that ADO withdraw from the distribution
and sale of agricultural inputs and become a pure credit institution.
Given the present environment and outlook in Lacs, this would be a

nmistake.

15/ The principles of a "pure" agricultural credit institution
are discussed in Appendix C,



—6‘-'#-

Laotian agriculture is faced with a complete lack of effective
modern institutions, ADO's main strength is its broad balanced approach
of considering all the institutional needs of Laotian agriculture,

For ADO to function as a credit institution only, other organizatious
would have to supply capital inputs, to improve the marke.ing system,
and to provide technical assistance., No such institutions exist and
to create them would both complicate and slow the development process.

To efficiently promote the agricultural development of Laos, ADO

will, for the present, need to remain in a wide variety of programs.

Develonment of Private Institutions

As the feasibility of various ADO projects is demonstrated, ADO
should encourage the private sector to develop the capability of
performing these services. The development of the village=-merchant
program is an excellent exzample. The reopening of a rice mill in
Savannakhet is another case of ADO working effectively with the private
sector. ADO will need to proceed deliberately and cautiously in these
endeavors to protect itself and Laotian agriculture,

ADO's objectives should be to reform already existing institutions
or develop new ones and not to reinforce the present institutions that
hinder economic development., No hard and fast rules can be offered
to guide ADO in working with local institutions. ADO's development
of the private sector will call for good judgment and a good
understanding of the hidden consequences of a given course of

action,
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Two Thailand based chemical companies have discussed with ADO tha
possibility of selling fertilizer and related inputs in Laos. This

is to be encouraged on a trial basis. The South, as the most agriculturally

developed area in laos, would be a natural starting point. It would
be in error for a private company to jump in throughout the country.
The North, in particular, will not be a viable commercial market in

the foreseeable future.

Farmer Credit Groups

There has been much discussion in ADO of forming credit receiving
groups. There is much merit in developing a long range project of
this sort.

The large pump project demonstrates many of the problems in
organizing farmer groups. The sale of fertilizer to credit groups
has been tentatively proposed to ADO. ADO is capable of organizing
a large number of groups to accomplish this. ADO is not capable of
adequately educating or guiding these groups.

For the present, ADO should experimentally form 15 to 25 credit
groups in two areas of the country. From this experience, ADO can
develop its expertise in cooperative organization ai.d management for

gradual expansion throughout Lacs.



CHAPTER IV

AGRICULTURAL MARKETING

Function and Need for a Marketing System

The basis of econcmic development is specialized production. The
benefits of specialized production depend upon the efficient mutual
exchange of goods and services between various economic entities,

This exchange of goods and services is called marketing. Marketing
occurs to a lesser or greater extent in all societies whether tribal
or industrial. Laos is no exception. Marketing in a rudimentary
~“fashion occurs throughout the country even among the hill tribes,

In a traditional subsistence economy, the family or tribal unit
produces for its own needs exclusively. Economic contact outside the
basic social unit is kept to a minimum, often involving only necessities
such as salt, cloth, and iron goods for cutting and cooking. As
economic development proceeds, subsistence producers become more and
more dependent upon the marketing systeme

First, farm producers need a marketing system to provide them with
the modern inputs necessary to increase their agricultural production,
Producers then need a marketing system to absorb the surplus production
beyond their own family needs. Producers also need a marketing
system to provide them with consumer goods (radios, metal roofing,
etc.) so that their surplus production can be effectively converted
to an increased standard of living. In addition, as producers
increasingly devote their efforts to expanding their specialized
production, they need a marketing system to provide them with products

that they have previocusly supplied for themselves.
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Thus, for example, if a subsistence farwer decides to raise a
second crop of rice, he will have to be able; 1) to buy the seed,
fertilizer, insecticide, and pump necessary to grow more rice;

2) to sell the extra rice that he produces; 3) to buy consumer goods
with the returns from his increased production; and 4) to buy the
baskets he made and the fish or birds he caught when he did not grow
a second crop of rice.

The agricultural development of Laos will depend upon, among other
things, the development of an effective marketing system, This
marketing system will need to assure the rapid and inexpensive transfer

of goods and services as shown in Figure 13.

Marketing Problems in laos

Fragmented Markets

In terms of agricultural inputs and outputs, Laos does not present
itself as a single market, Rather Laos has several distinct markets
some of which are interrelated. A lack of dependable and inexpensive
transportation is the main factor that prevents Laos from functioning
as a single agricultural market. Figure 14 presents a rough outline
of the agricultural market structure of Laos.

The major rice markets in Laos and estimates of their population are
given in Table 18, In addition, USAID has an annual requirement of
roughly 50,000 tons of milled rice for the military and refugee
relief programs. In effect, the cities in Table 18 are the commercial
consumption markets for rice in Laos. Each Laotian village, as a
small subsistence economy, markets rice locally only on an informal

unstructured basis.



FIGURE 13

MARKET MOVEMENT IN LACTIAN ECONOMY

Rice, Vegetables, Livestock, Etc.

/

Laotian Farmer Laotian Urban Economy

Clothes, Radios, Etc.

Seed, Pumps, Fertilizer, Etc.
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FIGURE 14

IMPORTANT AGRICULTURAL MARKETS OF LAOS




TABLE 18

MAJOR RICE MARKETS OF LAOS

Population

City Estimate a/
Vientiane 132,000
Savannakhket 36,000
Luang Prabang 22,000
Pakse 19,000
Thakhet 10,000

a/ Fact Sheet, Office of Program and
Economic Affairs, USAID/Laos,
October 1, 1967,
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Ox carts, elephants, and horses (in the mountains) have been the
traditional modes of transportation for Laotian agriculture,

At present, there are three modern methods of transportation used
within Laos., First, there are large barges which are generally limited
to trafficking on the Mekong River, Small water craft can also travel
on the Mekong and some of its tributaries. The capabilities of water
transportation are subject to the seasonal changes in river level.
Second, long distance truck transportation is available paralleling the
Meking River from Vientiane south through Cambodia. Short haul
trucking is also generally available in the major local market areas,
Truck transportation is inhibited by the shortage of all weather roads
in Laos, Finally, air transportation, which is widely used for people
and high value commoditiecs, is too expensive for normal agricultural
use,

Tables 19 and 20 show some representative barge and truck rates
for Laos. In Vientiane, a commercial truck including driver, but
excluding fuel can be hired for local use for about 200,000 Kip ($400)

per month,

Relationship With Northeast Thailand

The Mekong River, which is Laos' major transportation route, forms
much of Laos' political boundary with Thailand and serves as an
economic facility rather than a hindrance to cross river trade., This
close tie to Northeast Thailand wmeans that shifts in marketing structures

on one side of the river may lead to offsetting responses from the
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TABLE 19

TRUCK TRANSPORTATICON RATES
KIP/TON

Vientiane to

Long Haul Short Haul
Thakhet 6,050 Phone Hong (75 km.) 1,500
Savannakhet 7,250 Paksane 1,800
Pakse 13,200

Source: ADO estimates, December, 1968.



TABLE 20

MEKONG RIVER BARGE COSTS BY SEASON, 1968

KIP/TON
To
From Sayaboury Bon
(Includes Luang Houel
Season Vientiane Truck) Prabang Savannakhet Pakse Thakhet Sai Paksane
Vientiane dry 17,000 19,800 4,500 4,500 4,000 2,500
wet 10,000 13,500 3,600 4,000 3,500 2,000
Sayaboury dry 10,000 8,000
(Includes wet 8,000 5,000
Truck)
Luang Prabang dry 8,000
wet 5,000
Savannakhet dry 4,500 1,000
wet 3,600 (Truck)
Pakse 3,000
(Truck)
Thakhet dry 4,000 1,000
wet 3,500
Bon Houei dry 10,000
Sai wet 5,000
Paksane dry 2,500 3,500
wet 2,000 2,000

Source:

Navigation Association, Vientiane; USAID; and ADO.
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opposite bank, For example, a relatively high rice price in Laos
could, and from an economic standpoint should, lead to massive imports
of rice from Northeast Thailand. This relationship between Laos and
Northeast Thailand needs to be considered by the makers of laotian

marketing policy.

Lacs and World Markets

Being a landlocked country, Laos' international trade is dependent
upon the goodwill of its neighbors. Traditionally, Laos has both imported
and exported via the Mekong River or alternatively across the mountains
to Hue. For political reasons, neither of these routes is dependable
at the present time. Today, Laos' international trade route is through
Thailand to Bangkok, Table 21 shows the transportation rates (identical
for truck or train) between Bangkok and Vientiane, All imports originating
cutside of Thailand must be transported from Bangkok to Laos via the
Thailand state transportation monopoly (ETO). It is believed that
freight rates from Banghkok to the southern part of Laos are about
the same.

Of ultimate importance is the fact that the relatively long distance
from Laos to the sea means that overseas imports are more costly and
that exports must be cheaper to compete on a world market, At the
present time, the ETO monopoly in Thailand increases this differential
even more than commercial trucking would, When the political stability
of Southeast Asia increases, Lzos will want to re=examine its marketing

structure in general and its international trade routes in particular.



TABLE 21

TRANSPCRTATION RATES - BANGKOK TO LACS

Baht/Tond/ Kip/Ton®/ $/Ton

Commercial Truck 227.5 5550 11

State Monopoly 330.0 8000 16

a/ Conversion rate: 20.5 baht = one dollar.
b/ Conversion rate: 500 Kip = ore dollar.

Source: Office of Supply Management, USAID,
Vientiane, Laos.
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Potential Markets in laos

Rice Marketing in Laos

If Laos is able to increase its rice production (as is expected),
an improved commercial rice marketing system will need to be developed.

At present, three critical factors inhibit more efficient rice
marketing. These are transportation, milling, and hidden socio=pclitical
costs, Improvement in any of these areas could, conceivably, in the
short-run, beoth increase the paddy price to farmers and reduce the
milled rice price to the consumer.;é

ADO is already involved in three separate rice marketing (buying)
programs. First, as a part of the USAID/RLG improved rice seed distribution
program, ADO has pruvided an assured market for farmers participating
in this program, Second, ADO has forward contracted with farmers for
1968 wet season rice to fulfill contracts with USAID, Third, ADO has

undertakenr a Vientiane Plain Rice Price Stabilization Program.ll/

Export Marketing of Laociian Rice

When talking of domestic rice in Laos, one is speaking almost
exclusively of glutinous or sticky rice. 1In Laos, the market for
non-zlutinous rice is limited primarily to Chinese=Laotians and

Vietnamese, Outside of Laos and Northeast Thailand, non-glutinous

16/ See Appendix D for an economic explanation of the long~run
effect of changes in rice technology.
17/ See Appendix E for a description and evaluation of this

program,
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rice predominates. Thus, the world marketing of Laotian rice will mezn
the production and export of non-glutinous rice.

The long=run success of any export marketing program depends
upon Laotian production costs relative to the world's major exporters
(currently for rice, Thailand and the United States). At the present
time, Laos has neither the productive technological capability nor
the marketing system necessary to compete on the world market. In
the long-run, as Laos adopts modern technology, there appears to be no
physical barrier to more efficient rice production. A more efficient
marketing system can undoubtedly be developed, but the problems
and cost of transporting both inputs irto ILaos and exports cut of
Laos will remain,

For the near future, if Laos is to become an exporter of rice
on the world market, ADO will have to spearhead the project, In order
to effectively compete c. the world market, Laos will need to solve
problems of production techniques, local transportation, storage,
milling quality and quantity, and hidden socio=political costs, A
final problem of unknown magnitude s Thailand's reaction to Laos
entering the world rice market. Since Laotian rice exports would have
to go through Thailand, the government of Thailand can probably, if

it wants, thwart any Laotian rice marketing program.

Non=Rice Marketing of Agricultural Products in Lacs

As incomes increase and rice production expands, it is to be

expected that the production of ag=icultural products other than rice
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18/ i
will rise more than proportionally.” = 1Increases in livestock, fruit,

and vegetable procduction should help tc meet this increased demand.
Marketing of these products will probably have to¢ remain intra=-provincial
in thc near future because of transportation and socio=political problems.
For example, at present large animal livestock marketing in the Vientiane
area is inhibited by a meat packer monopoly.

The Bolivens Plateau region in South Central Lacs has a long=range
potential for producing a variety of crops including tea and coffee,
Coffee from the Bolivens is presently exported (primarily to Singapore)
outside of the International Coffee Agreement, There is a long~range

need to develcp a better marketing arrangement for coffee than now exists.

ADO's Rele in Developing the Marketing System in laos

ADO has become involved with coumodity marketing in a backdcor
fashion. The main thrust of ADO's program to develop Laotian agridulture
has been to encourage the introduction of modern inputs and technology.
As ADO's input projects have succeeded, ADO has had to help assure
farmers of an efficient marketing system for their excess produce.
Agricultural development certainly involves market development and
ADO appears to be in a position to encourage a restructuring of the

traditional marketing system,

18/ This results from a two=pronged income and substitution effect.

First, as incomes rise, people will spend more meney on higher
cost products such as fruits, vegetables, and meat (income
effect), Second, as rice becomes more plentiful, consumers
will substitute more bread, noodles, meat, etc. into their
diet (substitution effect).
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The physical separation (because of transportation costs and
security) of markets in Laos provides an unique opportunity for ADO to
develeop its marketing policies in an orderly fashion. Programs can
be started in one area and then expanded into other sections of the
country as they prove themselves and as ADO's resources permit,

As ADO begins to influence the marketing structure, there will be
negative reactions from those who stand to lose from changes in the
status quo., More specifically, if ADO cuts the hidden costs in
marketing, people who have made their living in this way can be
expected to react, probably by polit -al means although the possibility
of physical action must not be overlooked. ADO will also want to
consider potential means of incorporating these forces into the

marketing structure on a formal and functional (productive) basis,



CHAPTER V

PROPOSED ORGANIZATION FOR ADO == 1969=1970

Eramework

Introcduction

ADO was established in 1965 to administer a wide variety of
activities that were necessary to supplement what could be accomplished
by the RLG and USAID., The present priority USAID goals for the
agricultural development of Laos are 1) self=gufficiency in rice
production by 1970, and 2) a 200,000 metric ton rice surplus (beyond
consumption needs) by 1972. ADO was planned as a flexible organization
that would operate in a professional businesslike manner to implement
various agricultural development programs,

The organizational structure of ADO should be designed so that
program goals can be reached in the most efficient manner possible.

The proposed organizational chart for ADO == 1969-1970 was prepared in
line with ADO's present program activities, RLG and USAID goals, and
Lactian agricultural needs as examined in Chapters II, III, and IV.

xﬁ addition to considering the objectives of agricultural development

in Laos, the proposed organization was designed with an eye to the
practical limitations of finances, Laotian and American staff capabilities,

and policy and operational control,

Financial Evaluation
Onie method of evaluating the progress of an organization over

a period of years is to examine balance sheet and income statement changes.

it
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in the case of ADO, any financial evaluation must be conducted in &
very subjective manner since 1) there are no established criteria by
which the performance of an organization as unique as ADO can be
measured, 2) ADO has been engaged in some activities that are not
expected to return a profit (subsidized sale of fertilizers and otler
inputs), and 3) many of the benefits from ADO's activities are of a
non~monetary mnature (changes in production methods, farmer attitudes,
etc.).

From July, 1965 through June, 1968, USAID provided ADO with
commodities and Kip valued at 476,484,256 Kip as shown in Table 22,
The Laotian Government has not contributed to the capitalization of
ADO, The ADO balance sheet for June 30, 1968 shows the capitalization
contribution from USAID as 415,120,224 Kip., Thus, 87 percent of
USAID's total contribution to ADO remains for ADO's use as shown in
Table 23, No value judgments concerning ADO's performance can be
made directly from these data,

Expenditures for American salaries are maintzined in a separate
budget and are not charged to ADO's general budget. In addition to
American salaries, the total USAID effort supplied to ADO and not
included in ADO's budget includes some transportation services, some
warehouse construction, and both technical and field assistance from
various USAID divisions. The above data indicate the degree of
contribution and support that ADO received from USAID, ADO does
not regularly prepare a profit and loss (operating) statement either

monthly or annually.
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TABLE 22

NET CONTRIBUTIONS BY USAID TO ADO

IN U.S., DOLLARS AND KIP, BY FISCAL YEARS, 1966-1968 al

Fiscal Dollar Assistancg Assistance Total
Years Converted to Kip b/ in Kip Kip
1966 17,365,000 69,614,880 86,979,880
1967 248,782,000 14,215,740 262,997,740
1968 104,661,000 21,845,636 126,506,626
Total

Contribution 370,808,000 ¢/ 105,676,256 476,484,256

a/ Actual expenditures by fiscal years.

b/ Conversicn rate, one dollar = 500 Kip,

¢/ The dollar assistance excluding salaries of direct~hire employees

was as follows:

Source:

1966, $34,730; 1967, $497,564; and 1968, $209,322
or a total of $741,616 during the three year pericd.

Records from the Office of Controller, USAID, Vientiane,

lLaos, December, 1968.



TABLE 23

CHANGE IN ADO CAPITALIZATION, USAID SHARE, FISCAL YEARS 1966-~1968

Contribution of USAID to ADO

Fiscal Years 1966=-1968 476,484,256 Kip
Contribution of USAID as shown on ADO

Balance Sheet, June 30, 1968 a/ 415,120,224 Kip
Difference 61,364,032 Kip
Percent Change in Capitalization -13

a/ British contributions are carried on the ADO Balance Sheet at
full value,

Source: Records from the Office of the Controller, USAID, Vientiane,
Laos and ADO Balance Sheet,



-84-

Oveanizational Problems

The following organizational problems were considered in designing
the proposed organization for ADO, 1969-1970.

1) ADO policymaking has had limited Laotian representation and
participation.

2) ADO is viewed as an exclusively American organization by many
individuals in the RLG and by many Laotian farmers and businesrmen.

3) Laotian participation in the management of ADO at the Central
and Provincial Offices has been limited,

4) ADO has suffered from a lack of management continuity.

5) ADO field personnel have received little supervision or support.

6) Effective and standard reporting procedures from ADJ to the

Co=Directors have not been established.

Operational Problems

The following operational problcms influenced the proposed
organization for ADO, 1269=1970.

1) Although ABO has been operational since 1965, adequate audits
have not been made on a regular basise.

2) The Laotians and the Americans on ADO's staff have not
received sufficient formal training.

3) Inventory control at the provincial level has been insufficient,

4) Management has been reluctant to write off bad debts.

5) Distribution of inputs among the various provinces has been
inefficient {example, fertilizer excess in the North and

deficiency in the Scuth for the 1968 wet seasgon).
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6) ADO has undertaken too ma:; programs to be adequately
conducted and supervised with the present level of staffing.

7) ADO has not had an adequate formal evaluation of past progicms
(why some failed and why others were successful),

8) ADO, USAID, and the RLG have generally failed to recognize
regional differences in establishing, implementing, and

evaluating ADO programs.

Each of these operational limitations is a factor that needs to
be considered by ADO management. In general, these problems do not
reflect upon the over=all job that has been done by the limited ADO
staff, One major and uncontrollable factor that affects the ADO
program is the loss of security in areas where ADO has warehouses,

loans, or other operations,

Organizational Cutline, ADQ == 1969-1970

Organizational Chart

The proposed organizational chart for ADO, 1969-1970 is showa

in Figure 15.

Organizational Responsibilities

Policy Formulation Board == The Policy Formulation Board is
proposed 1) to formalize already existing informal policymaking
procedures, 2) to increase RLG policy participation, and 3) to

integrate ADO's program into the over-all development plans of Laos,



Policy and Control Responsibility —————>

Operational Responsibility

FIGURE 15

PROPOSED ORGANIZATIONAL CHART, ADO -~ 1969-1970
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Since agriculture plays such a large role in the development of
Laos and since ADO represents a major portion of the agricultural
program, high level participation is needed in forming over=all ADO
policy. It is expected that the Policy Formulation Board will meet
regularly once a month,

Co=Directors == The Co~Directors are to be 1) members of the Policy
Formulation Board, 2) responsible for implementing ADO policy, and
3) responsible for ADO's orgavization, directiom, and control, As
long as USAID is the major contributor of capital and management to
ADO, it is recognized that the USAID Co=Director will exercise primary
leadership for the ADO program.

Executive Manager == The Executive Manager is to be appointed by
and responsible to the Co=Directors. The Co=Directors will delegate
operational responsibility for ADO to the Executive Manager. It
should be clear that operational flexibility is one of the strong
points of the ADO program.

Administrative Branch =- The Administrative Branch is to be

responsible for accounting, personnel, payroll, supply management,
inventory control, and administration. The functions of the
Administrative Branch call for particular attention to assure the
efficient and smooth operation of ADO., Only to the extent that these
"housekeeping' details are adequately performed can ADO concentrate
on and expand its development projects,

Agricultural Credit Branch == The Agricultural Credit Branch is

to be responsible for designing credit projects in line with the needs

of Laotian agriculture and of the various areas in Laos. The Credit



-88«

Branch will advise and assist the field offices in their implementation
of various credit projects. The Credit Branch will further cooperate
with the Training Branch and the field offices in the training of
Laotian Credit Agents,

Crop Marketing Branch == The Crop Markasting Branch is to be
responsible for planning and organizing marketing projects., This
Branch will advise and assist with marketing programs in the field
as well as coordinate ADO marketing operations between the various
markets (areas) of Laos. The potential scope of activities within
which the Marketing Branch can operate is quite large. The actual
activities of the Marketing Branch will depend upon an evaluation
of the marketing needs in each area of Laos.

Program Development and Evaluation Branch == The responsibility
of the Program Development and Evaluation Branch is 1) to help identify
the needs of Laotian agriculture to which ADO can address itself;

2) to help other Branches to plan new ADO programs from an organizational,
economic, political, and social viewpoint; 3) to assist the Executive
Manager in a regular and continuing assessment of current projects; and
4) to advise the Executive Manager on policy and long=term planning

for ADO.

Training Branch == The Training Branch is to be responsible for
the developing and administering of a formal training program for ADO
personnel, both Laotian and American. No organization can be better
than its personnel, Training and education are functions that tend

to be slighted in an operationally oriented organization such as ADO,



Training and education of Laotian personnel must be accomplished if
ADO is to 1) operate efficiently, 2) expand its program, and 3) have
continuity beyond an American presence.

Technical Liaison Branch == The function of the Technical Liaison

Branch is to see that ADO receives the technical advice necessary to
the successful development of operational proiects., ADC is not to
develop its cwn technical staff, but rather the Techmnical Liaison
Branch is to coordinate the professional and technical resources of
USAID and the RLG with the needs of ADO, The Technical Liaison Branch
will need to keep abreast of relevant research outside of Laos as
well as with the RLG/USAID Experiment Station, Crops and Soils, and
other Branches of USAID and the RLG.

Area Supervisors == The Area Supervisor is to hold line authority

and responsibility for the Field Managers and field operations in his
area, The Area Supervisor in addition to superviging cperations and
personnel will 1) contribute to the regional analysis of Laotian
agricultural needs, 2) assist in the planning and organizing for
regional implementation of ADO projects, 3) participate in the evaluation
of ADO projects by region, 4) help provide orientation and training for
Field Managers in his area.

Field Manager == The Field Manager is to be respomsible for all
ADO operations, all ADO personnel, and all ADO material in his geographical
sector, The Field Manager is the key operational arm of ADO. Field

Managers are not to be expected to provide the major training function

for Laotian field personnel,
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Field Office == The proposed Field Office organization is presentad

as a guideline that will need to be revised and adopted to local and
area conditions by the Field Manager and Area Supervisor, As the ADO
program erpands, greater atteantion will need to be given to the

organization and management of Field Offices.

Implementation

It is —»xpacted thai the proposed organization for ADO, 1969-1970
will be gradually put into effect 1) as personnel are recruited, and
2) as ADO's program expands. For the present, with only six Field
Cffices, two Area Supervisors may well suffice. As the nu.ber of
Field Offices expands, the number of Supervisors migat rise to four,
ADO will need to have some organizational flexibility in order to

retain the crucial operational flexibility in the ADC program.

Staffing

American == In an organization as unique as ADO, the prime
attributes of American personnel must be 1) an ability to understand
and work with the Laotian people; 2} an ability tc adopt modern
techniques, institutions, and experience to the peculiar needs of the
neople of Laos; and 3) adequate training prior tc joining ADO,

Every organization must have both a downward and an upward flow of
information and ideas., When the ultimate purpose of an organization
is to effect change in people's attitudes and ways of living then

this flow becomes critical.
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The unique contribution of American perscnnel to ADO and Laotian
agriculture is in the realmof management and organization (entrepreneurship).
It is this factor which allows modern capital and technology to be used
effectively., Because the environment in Laos is not like that of
America (or Thailand, etc.), ADO personnel must be able to create or
adopt solutions that will answer the unique needs of Laos. If American
personnel are to provide the entrepreneurial fuuction for ADO and laos,
they must have had adequate traiuning or experience in management and
organization as well as in their specific area of respomsibility.

In addition to the over=-all requirements for American personnel,
some general guidelines can be offered for filling specific positions.
The Executive Manager should have business training and management
experience. The Business Manager should be trained in business methods.
Ideally, these men might have a Master of Business Administration degree.

The Chief of the Agricultural Credit Branch might best be trained
in economics and finance. The heads of the Crop Marketing Branch and
the Program Development and Evaluation Branch might ideally have a
background in economics.

The Chief of the Training Branch could well be a trained educator,
tut a real commitment to the training function is more important. The
Branch Chief for Technical Liaison should probably be trained in
one of the agricultural sciences.,

Laotian == ADO has existed for three years without having taken any
substantive step towards including Laotians in its management structure,
The proposed organizational chart for ADO ~= 1969-1970 includes Laotian

personnel as line assistants in each management position., The personnel



in these positions are not counterparts. What is eventually envisioned
is an upward movement of Laotians, as they develop the necessary experience
and confidence, into the principal management positions. Americans
will continue to serve as assistants or principals where qualified
Laotians are not available, The requirements for Laotian management
personnel will be similar to the requirements for American personnel,
If ADO cannot find enough adequately trained Laotians to fill the
necessary management positions, then ADO must undertake to train
Laotians for management responsibility. This means that ADO will
need to sponsor the long=term foreign training of selected potential
Laotian management personnel. If ADO wants to eventually have
Laotian management, then ADO will have to develop Laotian managerial

capabilities,



CHAPTER V1

SUMMARY AND RECOMMENDATIONS
Summar

The Problem

The economic development process is always complex, but the task
which faces the RLG and USAID is particularly challenging and frustrating.
The prospect for rapid economic development in Laos is not favorable,

The traditional indicators of the level of econuuic development are:

1) per capita income;

2) a commercial agricultural zconomy;

3) balance of international trade;

4) balance of payments;

5) availability of trained personnel;

6) adequacy of banking system;

7) transportation facilities; and

8) educational facilities.
Laos has a problem in each of these areas, Other factors inhibiting
economic development in Laos include: 1) the security and related
refugee problems, 2) the difficulty and high cost of marketing exports,

and 3) ethnic and cultural differences within Laos,

The Goals of Agricultural Development in Laos

Laos is basically a subsistence agricultural economy except

in the Pakse area where surplus rice has been produced in recent
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years., With an eight to ten percent increase in production per hectare,
the present estimated 700,000 hectares of paddy rice and 300,000 hectares
of Hai (upland) rice would be more than sufficient to meet the consumption
needs of the Laotian population.

The RLG and USAID have given agriculture top priority in Laotian
developmental efforts with a major emphasis upon increasing rice
production. The present goals for agricultural development are self-
sufficiency in rice production by 1970 and a 200,000 metric ton surplus
by 1972,

The first goal of self~sufficiency in rice production for Laos
appears to be both technically feasible and economically practical.

The second goal of producing a 20 percent annual rice surplus (beyond
domestic consumption) needs to be re~evaluated in depth. A detailed
examination of the "200,000 ton" goal is beyond the scope of this
report, The present evaluation of ADO and the recommendations in

the following section do point to several problems that may affect
the over=-all practicality of sustained and substantial surplus rice

production in Laos.

ADO's Role in the Agricultural Development of lLaos

ADO was established in 1965 as a flexible organization to administer
a wide variety of activities that were necessary to supplement what
could be accomplished by the RLG and USAID. ADO was expected to
operate in a professional businesslike wmanner and to train Laotians

to eventually take ov r key managerial roles in the organization.



~95«

The initial efforts of ADO were concerned with seed multiplication
and distribution, In a natural progression, ADO then became involvea in:
the sale of improved agricultural inputs (fertilizer, herbicides,
tools, etc.); the establishment of an agricultural credit system; and
the improvement of the existing marketing system,

ADO's activities have expanded rapidly in the past year and a
half, With its present level of staffing and its present organizational
goals, ADO has reached a plateau in its operations. The objective of
this evaluation is to assist ADO in planning its role in the further

development of Laotian agriculture,

Recommendations

Agricultural Production

1. Seed == The continued development of glutinous rice varieties
suited to local conditions throughout the various parts of Laos
is a necessity., The continued distribution of vegetable seed by
ADO deserves encouragement,

2, Fertilizer and Insecticides =~ Additional field research is needed
to develop specific guidelines for fertilizer and imsecticide use
in Laos. Because of the inexperience of Laotian farmers in using
modern technology, improved packaging and improved instructional
methods are needed for both fertilizers and insecticides to insure
the effective and safe use of these materials,

% Water == A change in emphasis from creating large pump groups to
meeting the expanding demand for small pumps is indicated. The

distribution of barbed wire, hand tools, and sprayers deserves

continued support.
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4, Mechanical Power == The demand for and the practicality of small
hand tractors in Laos needs to be determined, Large tractor use
should be expanded only as it proves to be econcmically feasible.

5. Double Cropping == Primarily because of the tremendous number of
cultural problems and the large financial risks involved in introducing
double cropping, the upgrading of wet season rice production
would most efficiently meet Laotian rice needs while, at the same
time, increase the well=being of the largest possible number
of Laotian farmers,

6. Alternate Crops == As rice production in Laos expands to meet local
needs, there should be a parallel development of other crops
that will iwmprove both the Laotian diet and, when marketed,
the Laotian farmer's economic well=being. It is to be expected

that ADO will play a role in this broadening of Laotian agriculture,

Agricultural Credit

1. Emphasize the present credit projects for short-term inputs
(fertilizer, insecticides, herbicides, and small tools). These
inputs represent the most effective and efficient means of
expanding farm output.

2. Develop a method of credit amalysis for loan application that
will be suited to the needs of Lass, For those farmers that
have borrowed from ADO in the past, evaluate their repayment
records., For new applicants, estimate their repayment ability.

3. Continue, in the short-run, to provide credit in kind and to
accept lcan repayment in paddy. Prepare an educational program

to explain credit to borrewers in terms they can understand.
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The long-range objective is to obtain interest and loan repayment
in Kip., Repayment ia Kip will indirectly encourage the development
of commercial marketing,

Establish approximately 20 credit groups in the Vientiane FPlain
and the Pakse area in 1969. This would be a pilot project to
develop the necessary techniques for supplying credit to groups

of Laotian farmers rather than to individuals. This pilot project
will require effective planning, a strong educational and crganizational
program, adequate supervision, and extensive evaluation to ensure

a meaningful trial, Members must completely understand both

group and individual responsibilities and obligations.

Work closely in the Nam Tan irrigation project with area USAID
personnel and the Provincial RLG staff on a program of credit
education for the farmers who will be settled in the Nam Tan
irrigation project.

Shift credit records to an automatic data processing system.

The success of automatic data processing will hing upon complete
and accurate reporting by credit personnel in the field. An
adequate training program will have to be conducted for field
perscnnel to engure their capabilities and understanding of

loan processing and reporting procedures.

Evaluate the possibility of ADO's buying fertilizer from commercial
chemical companies on credit in 1970, 1If this project is feasible,
it would provide additional private capital for the agricultural
development of Laos. ADO should continue to market fertilizer

until a commercial firm determimes that the market is sufficiently

large and well developed to warrant its direct entry.



Agricultural Marketing

ADO needs to continue to encourage the development of an efficient
commercial agricultural marketing system in Laos. ADO should confine
itself to acting as a catalyst rather than assuming complete marketing
responsibilities, Neither ADO nor any other single organization,
private or government, can meet all of the many and varied agricultural
marketing needs of Laos in a manner consistent with accepted social,
political, economic, and ethical principles.

Before ADO can effectively promote agricultural market development,
an identification and evaluation of functional bottlenecks and a
determination of ADO's ability to affect these problem areas will
be required, Because only limited information is available concerning
the indigenous marketing system in Laos, it is impossible to outline
a specific marketing plan for ADO.

The following marketing functions will be of concern to ADO in
its efforts to encourage the development of a commercial marketing
system, The short comments are by no means exhaustive, but father
examples of the direction ADO has taken or may take in affecting
marketing in Laos.

1. Buying and Selling == The Vientiane Plain Rice Program has
generated data that reveals hidden buying costs amounting

to 20 percent or more of the actual on the farm paddy price,

ADO should not attempt to operate a rice price support program,

2 Storage == ADO has both constructed its own warehouses and
encouraged others to develop or expand their storage facilities,

An evaluation of on-the=-farm rice storage is needed,
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Transportation == In Laos, this marketing function is the one
least open to improvement by ADO for both physical and political
reasons, Transportation will define the boundary of market
development both within Laos and in international trade.
Processing == ADO has contracted with private enterprise to
improve and expand rice milling in selected areas., The results
of these pilot efforts should be carefully analyzed.
Standardization == How many kilograms in a mong (keroseme can),
14 or 16?7 As ecommercial rice sales increase, the grading of paddy
may become necessary,

Financing == ADO is currently financing farmer marketing witlh
cash advances on an experimental basis. ADO has also financed
at least one rice miller,

Risk-~Bearing == Marketing in Laos has high risks especially
because of security problems and hidden socioc-political forces.

ADO with its resources (large relative to indigenous institutions)

may wish to assume reasonable market risks. ADO must not overcommit

itself, ADO's position vis~a-vis other Laotian marketing institutions

is not the same as ADO's strength relative to the entire marketing
system.

Market Intelligence =~ ADO, with the support of USAID and the

RLG, is in an excellent position to both collect and disseminate

useful marketing intelligence. ADO has both collected rice prices

and used radio to publish price information. An evaluation of market

intelligence needs could be undertaken by ADO.
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In changing the market structure of Laos, ADO will work against
entrenched socio-olitical forces that will not welcome reform.
ADO can use its economic power to improve market performance either
through direct intervention or by the implicit threat of competition.
ADO will need to maintain flexibility in its approach to marketing
problems, As a marketing force, ADO will have to react quickly and

effectively to changes in the marketing environment.

ADO Organization

l. Recommendations for the organizational structure of ADO are given
in Chapter V, pages 85-89,

2. Encourage the Laotian Government to expand its involvement in
ADO by contributing capital equal to ten percent of the USAID
contribution,

3. Expand ADO's contact and cooperation with lower level RLG
personnel as is consistent with ADO's operational objectives.

4, Do not develop third country participation in ADO except on a
project basis, To be effective, ADO policy, management, and
operations must remain under USAID and RLG control until Lactian
resources, both personnel and capital, become dominant.

5. Require the Executive Manager to deliver a monthly report (oral
and written) of ADO's operations and management activities to the
Co-Directors.,

6. Develop an adequate and regular system for auditing ADO,

7. Provide ADO with management continuity.
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ADO Operations

1.

3.

5

7

8.

Develop adequate training programs for the specific needs of
Laotian £ield employees.

Increase the effectiveness of inventory control in the Field
Offices,

Develop closer working relationships with RLG provincial
agricultural personnel to ensure that farmers receive adequate
training in the use of improved inputs.

Plan input sales, credit, and marketing programs and estimate
market demand on an area basis.

Market improved inputs on an economic basis (cost plus overhead
and profit) whenever possible,

Expand and develop indigenous retailers (village=merchants) and
wholesalers, ADO will need to train, support, and ipervise the
commercial activities of these businessmen.

Encourage private firms to take over the importation of selected
inputs as soon as =conomically viable markets develops

Study past due loans, by areas and types of loans, at least

one time per year, Develop procedures for writing off past due

loans when the collection effort is not successful.



APPENDIX A

ECONOMIC ORIENTATION OF LAOTTIAN RICE PRODUCTION

The analysis used in Table 11 in the text assumes that producers
use modern techniques and hire all inputs, In fact, for his wet
season crop, the typical Laotian rice farmer generally uses no modern
or "bought" technical inputs and uses only family labor (perhaps
pooled with neighboring family units).

Wet season rice is a non-monetary crop to the extent that producers
have no money cost and that they eat rather than sell their output.

Dry season rice, on the other hand, does reauire purchased inputs

and, since in general there will be enough wet season rice for consumption,
does require selling the product., The reorientation involved in adding

a second crop of rice is quite extensive for the typical subsistence
producer,

Because the wet season rice crop is a non=monetary one and
because it is necessary for survival, the estimation of wet season
costs and returns in Table 11 has little relevance to the actual
decisions of subsistence farmers. Dry season estimates of costs and
returns, on the other hand, are probably at least representative of
a rice producer's situation., Although producers can reduce their
dry season monetary costs by using their own labor, this is at least
partially offset by a need to purchase goods that the farmer previously
obtained or made for himself during the dry season.

Table 11 further assumes the existence of a market for the

producers' dry season rice. At present, Laos does not appear to

A-1



have an indigenous marketing system capable of handling large amounts
of dry season rice, A large increase in the supply of rice might lead

to a drop in the price of paddy rice that would tend tc discourage

further dry season production.



APPENDIX B
THEORETICAI. BASIS FOR EMPHASIZING AGRICULTURAL CREDIT
IN ECONOMIC DEVELOPMENT

The ec nomic development process involves interrelated variables,
Economic development mus: be concerned with the non~farm sector because
as physical output changes, the technical and institutional environment
changes as well. Too often in the past, economists have attempted to
simplify their explanation of the economic development process by calling
attention to a single limiting factor and then trying tu remove this
restraint as if it existed in a vacuum, The result has been development
programs to solve the educaﬁional problem, the production problem, the
marketing problem, the credit problem, or the cooperative problem. This
approach has not been very successful as the interrelationship of variables
ig ignored.

Christensen has pointed out that historicalrrecords clearly show that
no country has moved from chronic stagnation into the take off stage of
economic development without first achieving a substantial gain in
agricultural productivity.l! Christensen has further observed in
analyzing the process of economic development that:

1) the technical skill and managerial ability of the human

. factor must be improved;

2, the agricultural sector must generally shift from subsistence

to market orientation; and

3) capital must be used where marginal returns are largest.

1/ Raymond P, Christensen, "Economic Progress of Agriculture in the
Less Developed Countries." paper presentec before the Conference
on the Economic Development of Agriculture, Center for Agricultural
and Economic Development, Iowa State University, November 11, 1964,
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Gadsby supports Christensen's thesis by pointing out that a shortage
of capital is the feature that most distinguishes advanced countries frecm
less developed ones. The role of capital in making possible higher total
production and higher income per farm must be recognized. At the same
time, it must also be recognized that capital alone will not automatically
assure economic development.

Nurkse has presented one of the first arguments for capital formation
in less developed countries., In explaining the vicious circle of poverty,
he said, "There is a small capacity to save resulting from a low level of
real income, This low real income is a reflection of low productivity,
which in turn is due largely to the lack of capital. This lack of
capital is the result of the small capacity to save."z How is this
circle to be broken?

Capital formation is the social process of investment by entrepreneurs or
by government and the parallel development of a capacity to save and reinvest.
It is through the process of capital formation that the circle of
subsistence is broken.

Once a shortage of capital has been identified, many questions
must still be answered before an effective capital and credit program can
be designed to promote capital formation. These questions include:

1) what is the demand for new capital?

2) to which sectors and enterprises should new capital be added?

3) what form should new capital take?

4) what will te the productivity of new capital used?

2/ Ragnar Nurkse, Problems of Capital Formation in Underdeveioped
Countries, Oxford University Press, New York, New York, 1963,
page 5.




5) when should new capital be added?
6) where should this new capital bte obtained?
7) how is capital to be transferred between sectors of the economy?

8) what are the costs of introducing new capital?

In the past, this shortage of capital in less developed countries
has led almost automatically to the establishment of agricultural credit
institutions. Agricultural credit can be a source of capital for
farmers and a powerful force for development if loans are used to inject
the appropriate capital inputs into agriculture, These inputs should
not be otherwise available to farmers through their own financial or
physical resources. The borrowing farmer must also know how to
effectively utilize these more productive inputs that reflect new
technology.

It should be clear that agricultural credit does not automatically
bring about an increase in agricultural production, The transformation
from traditional to commercial agriculture depends upon changes in the
non-production environment as well as changes on the farm. The injection
of capital through credit must be accompanied by an effective demand
for production at prices that are profitable to the farmer. Then
savings from increased farm income can be reinvested in productive
enterprises. This system makes capital formation self=sustaining.

In the long=run, domestic savings will have to provide the major
share of the capital accumulated within a country. It is unrealistic

to expect external lenders to inject capital into an economy indefinitely.



In summary, capital forma..on .s one of the necessities of economic
developwent. Agriculture presents the main opportunity for increasing
economic well=being in most of the world today. Agricultural credit,
effectively developed and administered, can contribute to capital
formation, Capital formation along with associate environmental cha: 2s

should lead to increased levels of living,



APPENDIX C

CRITERIA FOR AN EFFECTIVE AGRICULTURsL CREDIT INSTITUTION

The functions of an agricultural credit institution that is not
directly involved with input sales or with the purchase of agricultural
production are as follows:

1) to mobilize domestic savings. Also, the agricultural credit
institution may obtain capital from foreign sources for
investment in domestic agriculture;

2) to allocate loan funds among prospective farm operators. This
implies the analysis of loan requests as to eligibility and
productiveness;

3) to service, administer, and control loans; and

4) to collect and reallocate loan funds to qualified borrowers.

The establishment of an agricultural credit institution and the
disbursement of loan funds to farm producers will not automatically
contribute to the economic development of a country. For an agricultural
credit institution to be effective and for economic development to be
advanced, it is necessary that:

1) 1loan funds be used to inject improved and more productive

capital inputs into agricultural production;

2) 1increased agricultural production be marketed at prices high
enough to ceover the costs of production, to give farm producers
sufficient incentive to incur the added risk of using credit,
and to produce sufficient income to repay the loan; and

3) farm producers be willing to repay their loans so that these
loan funds can be relent and continue the process of capital

formation.




APPENDIX D

ECONOMIC EFFECT OF NEW PRODUCTION TECHNIQUES

Figure 1 presents a graphic economic example of the long=range
outlook for the Laotian paddy market. As farmers adopt new technology
(which allows for greatly expanded production), the amount of rice
that farmers will be willing to produce at any given price will
increase dramatically as is shown by the shift from the traditional
to the modern supply curve in Figure 1. Assuming a traditional situation
with a paddy price of 28 Kip and annual production of 500,000 tonms,
three things could occur when new production practices take hold,
First, if the price of paddy would remain at 28 Kip, production would
almost double to 900,000 tons. Second, paddy prices might drop to
24 Kip leaving production stable at 500,000 tons., Third, and in fact
what will probably happen, is that both price will drop and production
increase (perhaps to 26 Kip and 700,000 tons).

In the long=run, the introduction of new technology generally
means lower prices to the consumer, For farmers as a whole, the
economic benefits depend upon the costs of this new technology, the
amount of increased production that is sold, and the size of the drep
in paddy prices. If the increase in paddy production can be sold for
more than 1) the cost of the new inputs, and 2) the drop in paddy prices
times the old amount sold, then farmers will increase their income by
adopting the new technology.

Individual farmers who fail to adopt new technology will suffer
reduced incomes to the extent of the price drop times the amount of
rice they sell. But the true subsistence farmer can remain aloof

from improved technology. Since the subsistence farmer neither buys inputs

nor sells paddy, he is effectively insulated from outside forces.



FIGURE 1

EFFECT OF NEW TECHNOLCGY ON RICE PRODUCTION ==
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APPENDIX E
SHORT EVALUATION OF ADO'S
PROPOSED RICE PRICE STABILIZATION PROGRAM FOR THE

VIENTIANE PLAIN
WET SEASON 1968-19691/

Introduction

The Ohio State Contract Team has been asked to provide a rapid
evaluation of ADO's proposed rice price stabilization program for the
1968-1969 wet season in the Vientiane Plain area because of ADO'g re-

quest for an 85,000,000 Kip Joan from USAID funds.

Purpose of Program

The objectives of this program are both short and long range.
Within the current marketing season (roughly December, 1968, to Feb-
ruary, 1969), ADO hopes to assure the Vientiane rice farmer an econ-
omic return for his excess rice production. In the long run, ADO
feels that as the rice farmer becomes confident of profitable market
price (such as this program proposes) he will orient himself to re-
gularly producing a rice surplus.

In oversimplified terms, the Laotian farmer presently tries to
produce only enough rice to meet his current family consumption needs.
As a result, the farmer will have some years of real deprivation, some
of bounty, and some years which are considered normal. The 1968 wat
season appears to be a bountiful one.

The "traditional' marketing system would see this surplus ab-

sorbed by local merchants perhaps at a price of 20 Kip per kilogram

1/ Written for USAID and RLG use, December 4, 1968,
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or less. The actual price level is probably related to the rice crop
(2nd price) in Northeast Thailand. The actual amount of rice which
traditionally moves between Northeast Thailand and Laos is unknown
but may be substantial.

A lack of transportation, storage facilities, milling capacity,
and effective consumer demand have all acted to prevent the develop-
ment of an "orderly' and economically efficient, commercial scale,
rice marketing system in the Vientiane Plain area. ADO proposes to
develop over a period of time an effective commercial rice marketing
system on the Vientiane Plain.

The current surplus situation gives ADO a unique opportunity to
demonstrate now to the rice farmer that his rice surplus is an ec-
onomic asset. ADO hopes that this year's experience will markedly
shorten the transition from production for consumption only to

planned surplus produvstion.

Technical Feasibility

To engage in the proposed rice buying program, several technical
factors are crucial. ADO needs to have the phvsical, financial, and
managerial inputs necessary to carry out a marketing program of this
scale.

It appears that transportation needs can be met by utilizing
USAID equipment or by local hire. ADO presently has an agreement
with a Vientiane businessman who is constructing a rice mill and
storage facilities that will be utilized for this program.

Present plans call for the milled rice to be sold wholesale on

the local commercial market. A proposed alternative market is to
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sell rice retail at a slight discount to goveranment employees. USAID
needs for refugee relief and the military are final market possibilities.
ADO proposes to budget this program as shown in Table 1. ADO has
previous experience with small scale rice buying. Although commercial
rice marketing will be a new experience for ADO, ADO appears to have

the necessary management ability.

Economic Feagibility

ADO proposes to maintain the market price of approximately 25 Kip
per kilogram for paddy rice on the Vientiane Plain in early 1969 by
its judicious purchase of 3,000 tons of rice. It is estimated that
ADO will be competing directly in a market of 10-12,000 tons size.

ADO's proposed program is not and should not be intended to in-
fluence the consumer (milled) rice market. ADO hopes that, as the
major buyer on the surplus rice market, it will be able to influence
the unorganized buyers to match ADO's price. In the final analysis,
ADO's ability to influence the market price of paddy rice will depend
upon the managerial skill with which ADO can utilize its resources
and upon the market skill of ADO's competitors. ADO will especially
need to monitor any potential or actual movement of rice between Lacs

and Thailand that may effect the rice price stabilization program.

Evaluation

ADO does have an excellent opportunity 1) to demonstrate to (at
least some) Vientiane Plain farmers the potential economic rewards of

surplus rice production and 2) to operate a pilot project rice



TABLE 1

PROPOSED BUDGET FOR 1968-1969 WET SEASON

RICE PRICE STABILIZATION PROGRAM

Costs (Kip)

Per Kilogram Total
Purchase Paddy - 3,000 tons 25 75,000,000
Transportation, Handling 2 6,000,000
Milling & Storage 1 3,000,000
Interest (1/3%/monthly for average
of six months on 85,000,000 Kip) 1,700,000
Direct Costs 85,700,000
Overhead at 15 percent 13,000,000
Total Costs 98,700,000
Price Income a/ Cost Return
Kip per Ton Kip Kip _Percent
50,000 91,500,000 98,700,000 - 7.1
55,000 100,550,000 98,700,000 1.9
60,000 109,800,000 98,700,000 11.2
65,000 118,950,000 98,700,000 20.5

a2/ From 1,830 tons of milled rice.



marketing system. ADO may be able to influence rice prices beyond
its own physical purchases, but this will depend upon the marketing
ability of both ADO and its competitors.

It can not be expected that this program will change the long
run rice marketing structure of the Vientiane Plain. To do that,
ADO would need to repeat its market manipulation each season in the
near future. Even though more efficient indigenous marketing organ-
izations may gradually develop, the expected growth in surplus rice
will require ADO's continued presence as a market force to maintain
the desired market performance.

A rice stabilization program which attempts to maintain an
"uneconomic'" price has the inherent danger of calling forth excess
supply either by movement from adjacent areas or through new produc=
tion. The need for tranmsportation, milling, storage, financial, and
personnel resources would rapidly increase as rice moves to the arti-
ficial market. Any price stabilization program to be economically and
operationally viable must limit its accessibility to a very tightly
controlled portion of the actually potential market supply.

The current level of ADO's managerial ability will allow for
relatively effective administration of this program. ADO can not ex-
pect to have its present management abilities indefinitely. Nor can
ADO's present management abilities be expected to cope with a program
of any greater size.

Assuming the proposed program is successful, there will be a
natural tendency to spread it in future seasons to areas such as

Pakse and Savannakhet. Given the limits of ADO's managerial resources
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and USAID's Kip budget and the expected increase in rice production,
this program can not be endorsed on a national basis over the next
three to five years.

Assuming a price for milled rice of 60,000 Kip per ton, the pro-
posed progvem appears to be budgeted on a sound basis with a reason-
able profit expectation. It must be recognized that ADO is assuming
a market risk. Given the currently expected rice production of Laos
and Northeast Thailand, the possibility of a milled rice price below
the breakeven point of about 54,000 Kip per ton (milied) must be
recognized. If the price of rice should'fall appreciably, USAID may

need to provide ADO with a profitable market.

Summary

In summary, it appears that the proposed Vientiane Plain rice
price stabilization program would 1) serve as an effective testing
ground for ADO's rice marketing capabilities and 2) generate useful
intelligence on the effects and feasibili:y of rice market stabili-
zation programs in Laos. Farmer benefits must be considered a
secondary effect because of the limited scope of the program and the
temporary nature of its existence.

The proposed contract needs to limit the physical area cof the
program's operation to the Vientiane Plaia and to limit the re-
cycling of funds.

A final word of caution. The proposed program can not be
thoroughly evaluated until farmers' 1969 wet season production and

marketing strategy is observed.
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8. E. Snyder, Soils Advisor

Trip report on IR ’
Resettlement Areas<sit Savannakher—Snd Pakse

The purpose of this three day trip to Savannskhet and Pakse
was toc perform a sub-recomnaissance land classification on
selected areas to determine the agricultural potemtisl for

refugee settlement.

There were six areas classified at Savannakhet:

Area # 1 Neme and Loc2tion: The Ban That area is one square

Arvea # 2

kilometer in size and is located sbout ten kilometers
northesst of Savannskhet on the south zide of Highway 9.

Soils: Deep, reddish brown, medium textured, moderately
permesble, well drained sails with a fine sandy loam
topsoil and a sandy clay lcem subsoil. Moderately

acid with low to moderate inberent fertility and very
low in orgenic matter.

_"ﬁ}ﬂge: Gently rolling 1 to 3%

Vegetation: Closed forest under native conditions
but has been subjected teo glash-and-burn culture and
how supports a dense regrowth of bamboc and brush.
Few large tree remain,

Recommendstion: Deep rooied crops such as trees and
shrubs for sustained production. Shallow rooted
crops such as upland rice would maiatain production
for zbout three yesars.

Name and location: Islands and river levees down the
Mekong vriver Srom Savannakhet to Ban Na Pak Soun.

Solls: Deep, dark brown, medium textuvred, moderately
permesble, well drained fine sandy loam 2o silt loam

soils. Slightly acid wiih moderpte tw: good inherent

fertility and moderate in organic matter.

5102_: Cently undulating € to 1%



Area # 3

-

5 ”‘2.-

VEgetatibn- Cicged forest under mative conditions.
411 degrees of agricultural developmﬁnt exist ia
these areas.

Racommegggcians: These island znd river levee solls
are capable of sustained production of zl1l crops .
ranging from paddy rice in the poorly drained positions
to vegetable crops and fruit plantations on the well

drained sites. The flood hazard during the wet season

and the need for supplemental water during the dry
season are the primeiple limitations.

At the present time 30 to 807 of these areas have
been developed for agriculture. The remaining
percentage supports closed forest or a dense growth of
tall grasses, bamboo and brush.

Name and Location: The Paksong-Ha Fak Soun area begins
about 70 kilcmeters southeast of Savannskhet on :
Highway 13 and lies on both sides of a new road being
comstructed by USAID. The area 1s bounded on the
south by the Mekong viver, on the west by Highway 11,
on the porth by Highway 13 and on the esst by the

Xe Banghiang river.

Scils: Except for the narrow viver levee solls
(described sbove) along the Mekong znd ¥e Banghieng
rivers all of the lands suitsble for sgricultural
development are already in established rice paddys,

The dominant seil in this vast srea iz an improverighed,
shallow, very acid, sandy soil with wery low inherent
fertilicy and with lirtle or no organie wmatter.
Bedrock and/or. Lsterire eXPOSUYes are COoumon threughcut
the area.

Slggeﬁ Undulating to reolling 1 te 3%,

Vegetation: Ssvannab - like aspect with scattered
treesl0-15 metors £all and a scant wnderatory of
bambco grass,

Rncammgudat*ea;1 Becauvge the soils $re of auch low

quality aerieulLura1 davelapment is pot. recommended.

At



Arvea # 5

- .

Name and Location: The KM-37 area begins about 21
kilometers south of Seno airfield, or 37 kilometers
southeast of Savannakhet, amd lies on both sides of
Righway 13. The gross area observed was approximately
1000 hectares.

Soils: Two distinct seils oceur Ln-thiskérea a deep,
permeable, fine sandy loam scoil, similar to seil at
Ban That, occupies the higher lyirg lands and supports
a dense regrowth of bsmboo 2nd brush., 4 shallow, sandy
soil of poor quality cccupies the lower lying areas :
and supports 2 savammah~like vegetation of scattered,
low growing trees with a scant understory of bamboo
grass.,

Slope: Undulating to moderately steep 1-35%

Vegetation: The higher lying lands supported closed
forest originally but slash-and-burn culiture has
produced a dense regrowth of bambooc and brush. The
lower lying landssupport a low cpen forest that is
relatively undisturbed.

Recommendaticn: The higher lying lands that support
the dense vegetsation ave of minimum suitability for
agricultural development. Deep rooted crops such as
treeg and shrubs wiil produce moderately well for
many years, howevar, shallow rooted crops would be
limited to the first two or three yeara. The lower
lying lands are not recommended for agricultural

development becauze the solls are shallow to laterite

and/or bedrock, strongly acid, very low in inherent

- fertility and organic metter.

Name and Location This area is an extensxon to the
south of the Seno Project.

Soils: The solls are the samsas those under development
withic the present boundaries of the Seno Project.



Avea # 6
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Recomnendation: It is strongly recommended that
further agricultural develeopment in this area be
delayed under the end of the current wet season.
Observations during this growing season and the
results of the harvest will determine whether further
development is warranted.

Hame and Location: The Ban Kengkabao area is located
about 23 kilometers north of Savannakhet on the
Mekong River and eacompasses aboput 1000 hectares.

Soils: The northerm portion cf the avea is

occupied by a deep, well drained, medium textured,
reddish brown soil very similar. te the soil at Ban
That. Numerous bedrock outerops weve visible im

the cleared sreas. The southersm portion of the ares
is occupied by & shallow, strongly acid, sandy 5043
of very 1aw agricultural potential, )

Slope: Uﬁduiatiag to staep 1 te“iﬁﬁ

Vegetation: = The northern porticnh with iis deep
soil was origimslly covered by elased_fozest Most .
of the arez has been subjected to slash-and-burn
culture and now supporis a dense regrowth of bamboo
and brush. The southern portion with its poor
quality soil supports 2 low open. forest. that is
relatively undisturbed. _ o

Recommendation: = The northern partian is of minim&i
suitability for egricultural development. Deep
rooted crops will produce moderately well but 5
shallow rooted crops will be limited to the first. L@ﬂ
or three years. The southern portion with its poey
quality soil is not recommended for asgricultural y
development. :

There were three areas investigeted at Pakse west

of Mucng Phonthong in Ehoueng “Champassak., Since

this investigation waz conducted on & sub-reconnaissance
level all three areas are treated squ&lly in this report.
Adequate bsse maps are being reguested for this arves.

As soon a3 the maps arse acguired time and faciliviss

~-

!
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will be scheduled to gather adequate ground truth,
(in the form of soil borings for laboratory analysis,
underlying materials, topography, vegetation and
drainaze) so thet a3 more detalled land classification
can be performed. This classification will be useful
in planning the agricultural development of the

- areg by delineating those areas with the most
productive potential.

Soile: The dominant soil in the area has a sandy
surface soil 15 to 30 centimeters deep that is
mederately permeable, moderately acid and low

in inherent fertility. The subsoil is a sandy clay
loam 20 to 30 ceantimeters thick that is slowly
permeable and moderately acid. Uanderiying the
subsoil is a dense. clay barrier that is very slowly

permeable.
Slope: Nearly level to gently undulating 1-3%

Vegetation: Low open forest with & thin ground
cover of sedges and grasses.

Observations: Bedrock occurs at or near the surface
in -numerous places throughout the area. Especially
in the vicinity of the escarpment that divides

Thailand and Laos along the western edge of the area.

Recommendstions: This area is suitable for agricultural
development as a wetland rice culture srea, Ths

nearly level areas should be developed first not only
because it is more economical but because the seoils are
more productive, Although the topsoil has a higher
sand content than is desiresble favorable results can
be expected from the application of commerical
fertiiizers. '

AGR:SESnyder:ck:7/2/71

Distribution: ©D - N
1HRasmussen, AGR AC/Savannakhet-2
JWMacQueen, ORA AC/Pakse~2
JiWilliamson, RAO CDS Pakse-2
HWBrady, RRL AGR-3
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On July 18, 1971 a sub-reconnaissance land classification was comducted

- on the following four areas in northern laos.

XIENG NGEUN-MUONG NANE lies south-southwest of Luang Prabang and encompasses
some 31,500 hectares. Except for those small areas already developed for

. paddy rice the area is suitable for upland crops. The soil is a deep,

medium textvred, silty clay loam with goed moisture holding capacity. The
area has been subjected to slash and burn culture and now supperts a dense
stand of bamboc. The topography is hilly with slopes ranging from 5% to
30% or more. Due to the slash and burn culture the inherent fertility of
this soil is low. Deep rooted crops such as trees and shrubs will produce
fair yields for many years but shallow rooted crops such as upland rice
will be limited to two or three years.

SCUTH NAM POUY lies south of Nem Tan in Masng Pak-Lay on both sides of
proposed Highway 1. The area encompegses some 66,600 hectares. The only
possibility of developing additional wetland rice paddys is on the nearly
level lands that are intermixed with, or adjacent to, existing rice paddys.
Even then it would only amount to a few hectares. The balance of the area
has rolling to steep topography with slopes ranging from 3% to more than

30%. Except for the steepest slopes the area has bsen subjected to slash
and barn culture. The dominant soil is a deep, well drained, medium textured
gilty clay loam with léw Inherent fertility. Trees, shrubs and other deep
rooted crops will produce fair yields for many years but shallow rocted i
erops will be ldmited to 2 two or three year period. The most likely looking
area for-upland crop development is immediately east and north of Ban Na
Deua and Ban M2le. The topography is more favorable on this 1,000 to 1,500
hectare area. :

BAN DONF VALIEY 1lies approximately 110 kilometers northwest of Vientiane.
Within this 15,600 hectare valley there are several sizeable areas that
warrant further investigation for agricultural development. While it is
difficvlt to evaluaste landsduring the wet season 2ll of the indicators are
favorable . i

1, Numerous developed rice paddys that are not being farmed this year
which would indicate and excess of paddy land.

. -
2., The large forested areas that show no evidence of being subjected
to slash and burn culture which indicates that there has baen#{&nq
demand for upland crops. g P




3. The type and density of vegetation on these undisturbed areas
indicates that the solls are deep and at least moderately fertile.

b. The topography is favorable except for several obviously steep hilly

areas scattered about the valley.

From the above observations the Banm Done Valley has more favorable land
resources than any other undeveloped area observed in northern laos.

BAN HOUAY HIN IAFP 1lies east of the Ban Done Valley, west of the Phou

Pha Deng ridge, and south of the Nam Idk River. This 12,700 hectare

valley is drained by the Nam Set river, a tributory of the Nam lik.
There appears to be 2 small amount of potential rice paddy land along

the Nam Set and its major tributaries. The balance of the area is
rolling to steep with 3% to 20% slopes. Nearly a2ll of the area has

been subjected to slash and burn culture and now supports a dense growth
of bamboc. The dominant soil is a deep, medium textured, well drained
silty clay loam with low to moderate inherent fertility. - Trees, shrubs
and other deep rooted crops will produce moderate yields for many years
but shallow rooted crops will be limited to a two or three year pericd.

Distribution: ©OD
D.R. Mitchell, ACR
JW. MacQueen, ORA
J.L. Williamson, ORA
HW. Brady, RRL
AC/lueng Prabang - 2
AC/Sayaboury - 2
AC/Vientiane = 2
AGR=3
File

ACR :SESnyder:1ls
7/23/71
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