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Abstract

As a consequence of the 1997 Asian financial crisis and the rural economic
development policy of the previous Thai government, silk production in the informal
economy has expanded from micro production to small and medium size enterprises.
This is because SMEs in the formal sector mostly subcontracted their orders to new
entrepreneurs in peri-urban areas. To achieve a large scale production, other process
tasks, such as reeling, spinning and weaving have been distributed to home workers in
villages or nearby areas. Therefore, silk production has become another important

source of income for agricultural areas.

However, the growth of these silk businesses has had an unexpected effect on the
local environment and natural resources in rural and peri-urban areas. Extensive
quantities of chemical substances and dyes, fuel-wood and water are utilised in
bleaching and dyeing batch process to attain massive scale production. Due to lack of
appropriate waste management, effluent is typically not treated to public health
standards. Additionally, excess effluent has often overflowed onto common land or into
reservoirs. This contamination has led not only to environmental deterioration but also
to conflicts between villagers in relation to health and local resources utilisation,

particularly in Pak Thongchai, Nakhon Ratchasima province.

Therefore, the sustainability of silk production at the Micro-Small Enterprise scale or
cottage industry should be investigated. The local sustainable development concept,
the Sufficiency Economy philosophy, and other tools such as the Sustainable
Livelihood and Cleaner Technology concepts were employed in this project to
develop an appropriate win-win solution for the silk cottage industry. Currently the
informal economy plays a significant role in the rural non-farm livelihoods of
developing countries in general. An outcome of this project could be the improved
application of sustainability tools and concepts in order to increasing an
understanding of essential factors that affected the sustainability of this traditional

craft economic activity and their community.
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Chapter 1
Introduction

For nearly three decades, sustainable development has been a prevalent concept in
policy making and national development strategies. The promotion of economic
growth and poverty reduction in rural areas of developing countries, and more
specifically enhancing economic activities of the informal sector via micro enterprises
is a key development intervention. As they are frequently the primary sources of
livelihood of the poor, micro-enterprises are strongly intertwined with the cultural and
social makeup of local communities. These informal micro-enterprises are still
vulnerable to the same shocks that create crises situations in the formal sector.
However, given the strong ‘embeddedness’ of these enterprises into the fabric of
community livelihoods, measures to minimize susceptibility to social and economic
crises and to prevent environmental degradation and resources depletion are a

paramount development pursuit.

Given the many cultural, religious and social backgrounds that characterise societies
in the developing world, the challenge of applying sustainability concepts cannot be
over-estimated. Indeed, the application of sustainability must be context and site
specific in order for it to have a meaningful impact on local livelihoods. This means
integrating the local concept of sustainability with established internationally
recognised concepts of sustainability. This could offer the possibility of
contextualising sustainability in local realities and transferring lessons from
elsewhere. In line with this thinking, this research aims to apply the Sufficiency
Economy Philosophy (SEP), a well known sustainability concept in Thailand, with
other internationally recognised tools, such as the Sustainable Livelihood (SL)
approach and the Cleaner Production (CP) concept. It is anticipated that the
combination of these tools would lead to the development of an appropriate strategy

for sustaining local micro enterprises in Thailand.



1.1 Thai silk livelihood on the brink of unsustainable development

1.1.1 The development of Thailand

Since the early 1960s, Thailand has implemented a programme of modernization,
shifting from an agricultural to a manufacturing based economy, making it one of the
fastest growing developing countries in the twentieth century (Delios and Keeley
2000). However, the consequences of this rapid development have had a dramatic
impact in terms of natural resources depletion, environmental deterioration and social
inequality. Since the 1990s the promotion of rural industrial development, which was
once regarded as an important development programme was at the centre of these
problems. This strategy accelerated environmental and social problems and drove
many people from the agricultural to the manufacturing sector. The widespread
implementation of the ‘rural industrial development’ programme further increased the

diffusion of these problems on a national scale (DEPQ 1999).

Thailand was one of the countries hardest-hit by the Asian economic crisis in 1997
and consequently recovery was quite slow compared to South Korea and Indonesia.
Up to 47.7% of Non Performing Loans (NPLs) in the financial sector and an
economic contraction of 10.5% in 1998 resulted in the collapse of a large number of
businesses and a sharp fall in employment (Punthasen et al. 2003). These macro-
economic set-backs have had a dramatic effect on every aspect of Thai society, both
urban and rural. In response to the crisis the Thai government has attempted to
implement a number of strategies to boost and encourage the recovery of the economy

at both the micro and macro levels.

With the heavy emphasis on the domestic economy, several government plans and
policies have been formulated to encourage job creation and stimulate economic
activities in rural areas. The 2001-2002 statistics from the Thailand National Statistic
Office (NSO 2001) and the Office of Small and Medium Enterprises (SMES)
Promotion (OSMEP 2002) regarding enterprises operating in the manufacturing
sector clearly show that Micro and Small Enterprises (MSESs) accounted for nearly all
(99.54 per cent) of the total enterprises and 61 per cent of all jobs in the country.
Therefore, MSEs have become the conduits for stimulating the recovery of the grass-

roots economy since 2002.



One example of these rural economic recovery policies is the One Tambon One
Product policy (OTOP). This policy aims to encourage every Tambon, or sub-district,
in Thailand to develop and market its own local product or products based on
traditional indigenous expertise. The Government is also providing more market
channels and assistance in new management techniques to market such local products
from village to domestic and international outlets. In the meantime, micro- financing
support for investment in micro enterprises via the Village Revolving Fund and the
SMEs bank was also provided for the MSEs (The Royal Thai Government 2001).

Although these policies appear to have helped increase income at the village level, the
unforeseen consequences of social and environmental problems seem to have been
exacerbated. Generally, most MSEs lack management and production control skills in
commercial scale manufacturing (Wasuntiwongse 1999), and inefficient production
and defective products may cause excessive waste and the wastage of local natural
resources on a large scale. Furthermore, lack of knowledge about chemical substances
and safe production practices have impacted on the health and safety of both
producers and the general community. Together, all of these could have a harmful
effect on livelihoods. These effects are strongly felt in the silk producing sector across
Thailand, which is the sector investigated in this thesis.

1.1.2 Silk development in Thailand

Thai silk is an interesting and distinctive local product. Naenna (1984) stated that silk
weaving is one of Thailand’s most important traditional indigenous areas of expertise,
in particular in the Tai Lao ethnic group. It has played a vital cultural and symbolic
role, in addition to its everyday utility, in the north-eastern region of the country since
pre-historic times. With its own unique pattern and style, Thai silk has become
internationally recognised and is one of the most popular textile products in both

domestic and international markets (Leesuwan 1987).

The Thai silk industry has shifted away from self-subsistence production® during the
post World War Il period. Many silk producers, particularly in some distinctive
production sites in the Northeast such as the Pak Thongchai district in Nakhon

Ratchasima province have shifted their activity from entrepreneur to SMEs level,

! Self-subsistence production means the production aiming for self-consumption and family use.



though the majority of producers in Thailand still work on a subsistence production
basis (Sharples 1994). Nonetheless, the effects of the 1997 economic crisis have

displaced the major producers in the silk industry from SMEs to MSEs level.

To minimise the burden of the increase of production costs and debt from the
financial crisis, a number of SMEs in the cities were forced to subcontract purchasing
orders to freelance home workers in villages. With high market demand and attractive
returns, most of these home workers shifted their status from subcontractor to micro-
producer. Other labourers in villages or nearby communities were hired to increase
productivity, which implies that silk has become an important additional source of
income for the majority of villagers in Pak Thongchai (interview with the Baan Doo

silk handicraft weaving group leader, 2004).

The manufacturing of silk on the MSE scale, officially referred to as the silk cottage
industry, is generally done by hand and is labour intensive. To produce the same
product quality as SMEs, however, some low technology devices and chemical dyes
have been adopted from factories to increase productivity and save time. However,
lack of skills and know-how in mass production and chemical dyeing has led to
inefficient production, particularly in the bleaching and dyeing process. Difficulties in
attaining correctly coloured silks make the re-dyeing process inevitable. The more re-
dyeing is taking place, the more water and wood fuels are used as well as an increase
in the amount of effluent from production which is discharged into public resources

such as ponds, canals or nearby common land.

Repercussions resulting from degraded local natural resource have caused conflict in
the local community. The strong chemical odour and intensely coloured wastewater
has often affected the community’s livelihoods and other farming activities. Scarce
firewood in some production sites is claimed to have contributed to deforestation in
local and adjacent areas (verbal communication with the chairman of Mueng Pak
Tambon Authority Organisation, 2004). In recent years, many complaints have been
expressed to local and provincial authorities especially in Nakhon Rachasima
province, Thailand’s largest silk producing area. Although the authorities have
regulations to control this and can force micro-enterprises to comply, this method
does not lend itself to long-term solutions without any knowledge and appropriate

support regarding waste treatment management and technology for local enterprise.



1.2 Thai silk cottage industry sustainability under the Sufficiency
Economy philosophy

As a result of the rural economic promotion policy, large numbers of MSEs at the
village level have been enabled to carry out non-farming activities for additional
income. It is found that there are two types of operating MSEs; Small and Micro
Community based Enterprises (SMCEs) and rural entrepreneurship. The objective of
SMCEs, supported by the government, is to produce and distribute goods or services
in their slack period in order to generate supplementary income. Some allocated profit
has contributed to community development and group members’ welfare. In contrast,
rural entrepreneurship, which is referred to as MSEs in this thesis, produces silk all
year round as the main source of income and aims to maximise their own profit. As its
business has originated from a subcontract system, production is on a mass scale and
focuses on the wholesale market. These factors enable MSEs to operate freely from
the government’s regulation or in the so-called informal sector. However, without
formal support from the government, these enterprises tend to rely on local resources
as their main source of financial support to maintain their businesses in highly
competitive markets (Vongkul 2003). These entrepreneurs will not be able to continue
their non-farming businesses long term if they do not address the issue of degraded

local resources.

As one of the main products in the north eastern region, the development of silk
production at MSEs levels has become a strategy at both provincial and regional level
in order to increase the income for the poor in the rural economy (Nakhon Ratchasima
Province 2004; NESDB 2004a). Therefore, the question arising in the context of
sustainable production is how to sustain silk production on a micro level in such a
way that it is compatible with social and environmental systems. This would clearly
require the deployment of principles and tools that support, in a practical way, the
long term viability of Thai silk MSEs. The objective of this study is to understand and
identify key factors related to the development of the Thai silk cottage industry as
well as the impact of this livelihood on community sustainability. The research will
use the Sufficiency Economy Philosophy with other widely used sustainability tools,

namely the Sustainable Livelihoods and Cleaner Technology concepts, as a way to



provide the vision and implementation of a durable strategy for reinforcing
sustainability of Thai silk MSEs.

To increase understanding of these three concepts and their potential role in the
development of an appropriate strategy for Thai micro enterprises, each method is
briefly discussed. Firstly, the Sufficiency Economy Philosophy (SEP), bestowed by
His Majesty the King of Thailand in 1974, is well-known and widely accepted by
Thai people as well as being fully supported by the government. Thailand National
Economic and Social Development Board (NESDB 2003a) reported that the aim of
the SEP, derived from Buddhist perspectives, is to support individuals or
organizations to be able to address short and long term problems in the economy,

society, environment and culture, for security and sustainability.

Additionally, the philosophy has been widely promoted as an alternative way for Thai
people to deal with potential impacts from future economic crises, especially for the
poor in the agricultural sector. Several case studies have shown that, by applying the
SEP, peasant livelihoods can be sustained, though there is no explicit example of
using the concept in non-farming micro-enterprise businesses as yet. The concept has
become a main theme of the latest two consecutive Thailand economic and social
development plans which are being implemented between 2002 and 2011 (NESDB
2006a). Moreover, since the military coup in September 2006 it has been used as the
key concept for national development strategy in the long term by the new
government to boost economic productivity, growth, social reconciliation and
transparency, people’s quality of life and ethics (Kanoksilp 2006; Saengpassa 2006;
The Royal Thai Government 2006; Yoon 2006). It is clear that this tool has the
potential to introduce and apply sustainable approaches for the development of Thai

silk micro-enterprises®.

Secondly, another sustainability tool introduced into the Thai industrial sector over
the last decade is Cleaner Production (CP) or Cleaner Technology (CT). Developed
from the Pollution Prevention concept, it is viewed as an effective strategy to solve
environmental problems and benefit economic aspects simultaneously (UNEP 2001).
Due to the fact that it promises a win-win strategy and enhanced industrial
competitiveness, CP has been increasingly accepted by Thai SMEs. In 2002, the

2 This research started in the late of 2002.



National Action Plan for Cleaner Technology was announced in order to support CP
application to the other five sectors, e.g. finance, education, agriculture, tourism and
local administration (DPC 2002). With waste reduction at the source as its ultimate
goal, CP auditing is introduced to explore the input and output of materials in the
production processes. The CP option is recommended to increase the efficiency of
resource utilisation and to reduce waste from production. In this context, CP could
potentially be applied by MSEs which lack waste treatment systems. However, this

concept is yet to be widely applied by MSEs.

Thirdly, the Sustainable Livelihoods (SL) framework has been chosen as a potential
framework to assess the implementation of Thai silk at the MSEs level. Inspired by
Paulo Freire’s work on participatory development and capacity building and Amartya
Sen’s work on entitlements and capabilities and developed by Robert Chambers in the
mid-1980s, SL has become one of the approaches used by many international
organizations in order to achieve sustainable development and poverty reduction
(Allison and Horemans 2006; Jones and Laverack n/d; Scott-Goldman 2001). The
concept is derived from people’s capacity to cope with, and recover from, stresses and
shocks, and aims to maintain or enhance their capabilities and assets both now and in
the future, while not undermining the natural resource base (DFID 2001).

Using systematic frameworks, SL enhances understanding and analysis of the
livelihoods of the poor. Like the SEP, the deployment of the SL concept has mostly
been restricted to farming livelihoods. However, Hobley (2001) stated that this
concept still misses some key factors important in its application to the enterprise
sector, such as market and technology change which might have an effect on the
livelihood of the firm. Integration of the SL framework with the SEP, which covers
more variables e.g. ethics, market, employment, etc., would offer a more
comprehensive analytical framework conducive to understanding and supporting the
sustainability of Thai silk MSEs.

As SEP is at the core of Thailand’s present national economic and social development
plans, it is expected that the strategies developed in this project will be easy to
understand and will be accepted by Thai MSEs and public administrations. These
strategies should not only enhance silk producers’ capability to sustain their

businesses, but also strengthen their communities’ livelihoods. The outcome of the



project may also help the provincial and national agencies to understand more about
the related factors on the development of Thai silk MSEs. This could contribute to an
improvement in implementation of the relevant plans and policies for the promotion

of Thai MSEs in general.

The possibility of applying the SEP, SL and CP concepts in silk MSEs is investigated
to develop appropriate approaches of employing these methods in order to achieve the
development of sustainability of silk production on a small scale. The project will
provide some helpful approaches for other developing countries to develop their own

silk cottage industry or other craft micro business in a sustainable way.

1.3 Research objectives

The objectives of this research were stated as follows:

1) To gain an insight into the factors and variables related to the growth of the
Thai silk cottage industry in both traditional and modern production styles;

2) To understand the impacts of the silk cottage industry on community
livelihoods and the sustainable development of communities;

3) To explore the viability of the silk cottage industry and develop an appropriate
strategy to enhance the sustainability of Thai silk MSEs and SMCEs; and

4) To investigate the possibility of applying and integrating the SEP with the SL
and CP concepts in order to promote the sustainability of the Thai silk cottage

industry.

1.4 Thesis Organisation

As an overview of this thesis, Chapter 2 provides a review of the development of the
Thai economy and society, the development of the Thai silk industry and the present
situation of Thai MSEs and SMCEs, as well as sustainable development generally in
Thailand. The information and the related research projects of the SEP, SL and CP

concepts are also examined.

Chapter 3 addresses the details of the research methodology. Target selections,
research scope, sampling details during the field work are presented. Six different

methods, i.e. transect walks, semi-structured interviews, focus group discussions, in-



depth interviews, CP preliminary audit, and Chemical Oxygen Demand (COD) and
Biochemical Oxygen Demand (BOD) analysis, are reviewed. The remainder of the

chapter shows data analysis methodology.

Chapter 4 presents the survey results of the silk MSEs in Pak Thongchai, the largest
silk producing city in Thailand, as well as giving an overview of modern silk
production. Data relating to silk MSEs and their communities is described in the
context of the SL framework: vulnerability context, livelihood assets, Policies,
Institutions and Processes (PIP), livelihood strategies and livelihood outcomes,
respectively. The coping strategies developed from two out of three target

communities have been summarised.

Chapter 5 covers the result of the empirical study into traditional silk production of
the famous SMCE in Sida, which conducts its business in a manner which adheres
closely to the principle of the SEP. The data details are presented in the same format
as the MSEs indicated in Chapter 4.

Chapter 6 deals with the effect of the growth of silk MSEs and SMCE in villages on
livelihood assets, policies and institutions in the SL framework. Other key factors
affecting firms which are related to the SEP but which can not be clearly placed in the
SL framework are discussed. The opportunities and constraints of these silk micro
businesses as well as recommendations are analysed and suggested for developing
Thai silk MSEs sustainability.

The possibility of integration of the SEP, the SL framework and the CP concept to
investigate and identify a strategy to sustain the silk cottage industry along with the
promotion of the sustainable development of the community is discussed in Chapter
7. Opportunities, constraints and recommendations for applying each method

implemented in this study are discussed.

Finally, a summary of research findings and the contribution of the research are
presented in Chapter 8. Further research topics relating to the development of silk
MSEs and SMCEs in the future will be proposed.



Chapter 2
Literature review

In this chapter, the historical development of Thailand is briefly reviewed to provide a
background of the Thai people and their way of life, particularly in rural areas. The
chapter will also review how development and modernisation has affected the
economic, social and environmental aspects of rural livelihoods. The role of micro-
small enterprises (MSEs) and the related policies from the government in the
promotion of grassroots economic activity are examined. Since silk production has
been one of significant Rural Non Farm Activities (RNFA) in Thai rural society, the
historical development of silk production and its contribution to people’s livelihoods
in the study sites are assessed in detail. Furthermore, three sustainable concepts and
tools: the Sufficiency Economy Philosophy (SEP); Sustainable Livelihoods (SL); and

Cleaner Production (CP) employed in this research project are discussed.

2.1 The Development of Thailand

2.1.1 Economic Context

Thailand, previously known as Siam, is located in South-East Asia. As it is situated in
the centre of the peninsula, Thailand has become a land which is rich in different

cultures (n/a, 2002). Thai state building started in the early 19™ century, when many

legal, economic, social and infrastructure reforms turned the ancient kingdom into a
centrally-administered nation-state which laid the foundation for the modern Thai
state (Uwanno and Burns 1998). However, while the national legal and administrative
system, society and economy were reformed into the western model, there was little

change at the rural village level.

Jansen (2001) and Nartsupa (1999) stated that the Thai economy had been forced to
be part of the colonial economy. Rice, timber, tin and other forest goods were
exported to nearby colonies. This was followed by more than a century of economic
stagnation which made Thailand one of the world’s poorest countries at the end of
World War Il. The change from subsistence economy to export-oriented economy

started in the late 1950s through a modernization programme supported by the World
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Bank and the U.S. government that shifted the country’s development strategy
towards an agricultural export and import substitution (Jansen 2001).

The fluctuation of the price of rice in the world market, which is the most important
agricultural product for export, had encouraged the government to give priority to
developing the industrial sector. LePoer (1987) indicated that several government
policies in rice exporting, i.e. rice premiums, rice export duty and rice export quotas,
helped to control export quantities and keep the price of rice in the domestic market at
a low level. The impacts of these measures accounted for 30-60 per cent of the price
of rice during 1950-1974 and prevented farmers from accumulating capital and
investing in new technology in production (Choice 1995; Wiboonpongse and
Chaovanapoonphol 2000). As a consequence, the low yield capacity of rice pushed
farmers further into debt, which led to the migration of workers from agriculture to
more secure industrial and service jobs in the cities. Dilokvidhyarat (1995) argued that
the artificially low price of the main food product helped the government to hold
down the cost of living in urban areas and prevent demands for higher wages. This
meant that the readily available cheap labour in Thailand played a significant role in
ensuring that Thai industry maintained a highly competitive posture in the world

market.

Due to an economic recession during 1973-85, Thailand was forced to enter into the
International Monetary Fund (IMF)/World Bank supported adjustment programme
and began in earnest the transition in the early 1980s from an agricultural-led to a
manufacturing export oriented economy (Chowdhury 1999). Phongpaichit and Baker
(1998) and Delios and Kelley (2000) reported that the result of the appreciation of the
Japanese yen in 1985 and the liberalization of trade and capital control in the 1990s
led to an economic boom in Thailand. The country came to be classified as one of the

Newly-Industrialized Countries (NICs) in Asia.

Warr (1999) reported that over the period 1950 to 1996 the average growth rate of real
Gross Domestic Product (GDP) was about 7.3 per cent, resulting in a twenty-fold
increase in total output and a seven-fold increase in per capita. During the decade
ending in 1996, the Thai economy was the fastest growing in the world. However, this
was short lived as the massive inflow of volatile foreign capital which poured into the

non-trade sector, such as, real estate, stock market, telecommunication, and unrealistic
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expectations of a continued boom were generating a ““bubble economy’” destined for a
crash (Buch-Hansen 2001).

In 1996, the Asian financial crisis broke in Thailand and led to a severe and
unprecedented contraction of the economy. The Thai government decided to
implement the IMF bailout package of financial measures in late 1997 (Jansen 2001).
The ensuing major reform of the financial sector, corporate governance, the secured
lending regime and competition policy severely slowed economic recovery between
1998 and 2000.

The consequences of the financial crisis in terms of businesses and households were
considerable. Many domestic entrepreneurs lost their businesses completely, while
others lost operational strength and control. Other entrepreneurs were forced to
downsize and restructure their management. All of these factors contributed to a great
number of redundancies of employees (Phongpaichit 1998). More dramatically, a
large number of Small and Medium Enterprises (SMEs), especially in trading and
services, became bankrupt, as the economy experienced a further contraction by 1.4
per cent in 1997 and by 10.5 per cent in 1998 (Economist Intelligence Unit 2001).

To reverse this trend, the government requested for IMF assistance, and enacted a
stringent set of reform measures to increase adequate net inflows of foreign reserve.
The tight fiscal and monetary policy, the promotion of medium to long-tern foreign
investment in business enterprises, privatisation of state enterprise and financial sector
and tax restructuring were implemented to promote economic confidence at the macro
level (Sussangkarn 1999). Following these interventions, the Thai economy began to
show some signs of recovery in 1999, yet the high non-performing loans, excess
capacity and consumer uncertainties constrained new domestic economic activities in
the private sector (Bangkok Post 1999; Bangkok Post 2000).

The implementation of the *““Dual Track™ policy by the government, under Mr.
Thaksin Shinawatra, in 2001 not only supported growth of the export sector and
stabilization of the economy on the macro level but also promoted the domestic
economy, particularly at the grassroots level. These policies included universal low-
cost health care, farm debt suspension, a village fund scheme and a new support
programme for SMEs (The Royal Thai Government 2001).
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Consequently, the domestic economy appeared strengthened with several indicators
showing significant changes for the better. The growth of GDP per year between 2002
and 2005 rose by an average of 5.8 per cent per year. Figure 2.1 shows the overview
percentage of Thailand GDP growth per year since 1955 till present. Private and
government consumption expenditure and investment, shown in Figure 2.2, increased
significantly since 2001 (NESDB 2006a), and Figure 2.3 shows a drop in
unemployment rate between 2002 and 2005 to 2.1 per cent, compared to 4.4 per cent
in 1998 (NSO 2006a).
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Figure 2.1: Overview of GDP percentage growth from 1955-2005
(Source: NESDB, 2006)
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Figure 2.3: Unemployment rate from 1997-2006
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and Thailand Development Research Institute (TDRI) Foundation, 2006)
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The effects of the Asian financial crisis were also felt in rural areas. According to a
Thai village economy research project (cited in Tubplien 2003), the Thai village
economy is the largest economic system in Thailand covering the majority of the
country’s population. This key economic system is high subsistence with a little or
almost no surplus. Strong kinship links encourage people to cooperate in social
activities and help one another in a spirit of common humanity. Phongpaichit and
Baker (1998) stated that the ““shock absorber” capability of rural economy played a
significant role in cushioning the impact from the urban economy. This buffer
capability was based on employment in the agricultural sector and the bond in family
and community. Nevertheless, the resilience of the rural economy also has its
limitations because of the lack of serious support in agricultural development by the

government and the migration of young labour force to the urban centres.

The Thai village economy research project (cited in Chang Noi 2002) found that the
income of rural families was mainly generated from non-agricultural activities and
remittance (60 per cent) and agriculture (40 per cent). The impacts of unemployment
in urban areas severely affected the income of rural households, especially for landless
workers. However, the depreciation of the baht currency had increased the price of
agricultural products which directly alleviated the economic effect for rural families
(McGuire and Conroy 1998; Siamwalla and Sobchokchai 1998).

2.1.2 Social context

Petchprasert (2001a) and Raekpinij (2002) believe that the expansion of commercial
production, industrialisation and capitalism have weakened communities and caused
collapse of family institutions. In particular, community relationships were weakened
by intensive agriculture production as people with different skills who would have
cooperated with each other in the past were suddenly disunited by market demands
(Kaewthep 2001). Furthermore, community indigenous institutions, such as those for
marriage, kinship, and religion, were severely weakened both by the actions of the
central bureaucracy and economic change. Narintarangkul-Na-Ayuthaya (2002) and
Nartsupa (1999) indicated that the abuse of power by the officers of the state, such as;
the sale of property, or sub-contracting by urban businessmen, forced villagers to

become increasingly less dependent on these community institutions.
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In the early 1980s, 70 per cent of labourers were in agriculture. Pongpaichit and Baker
(1998: p.192) asserted that during the decade of economic boom, industry was
growing at 15 per cent a year while agriculture stagnated. The government failed to
address this disparity. Failure of the government’s rural development policy coupled
with the unprecedented growth in industrial activity pushed a large pool of rural
labour from the north and north-eastern regions to work for manufacturing and
services sectors. During the 1980s and 1990s, over 7 million agriculture workers,
mostly with four years of education or less, left their villages to work in urban areas
(Phongpaichit and Baker 1998). The increase in urban wages and structural problems
in the rural economy drove these people to become the backbone of the ever-

expanding labour-intensive industries.

From the Thai village economy research project (cited in Chang Noi 2002), it is found
that due to the lack of labour in rural areas, most rice planting at rural household level
became limited to self-consumption. This meant a rise in poverty levels in rural areas.
Phongpaichit and Baker (1998) noted that due to the vulnerability of the poor to the
market, ecological decline and diminishing human resource (pp.286-289), the gap
between rich and poor income between 1981 and 1994 grew rapidly expanding from
17 times to 37 times (p.281).

Since there was no unemployment insurance scheme in Thailand before the 1997
economic crisis, the loss of income during the unemployment period had severely
affected the living standard of both labourers in cities and their families in rural areas
who were dependent on remittances as their main source of livelihood. It is estimated
that at least 1.2 million temporary workers returned to rural areas in Thailand after the
crisis. A number of workers tried to start their life in agriculture, whilst many turned
to alternative non-farm work in the informal sector or in small-scale enterprises
(Bangkok Business Newspaper 2002). Kaewthep (2001), Petchprasert (2001b),
Vejayachai (2001) and Kannasutra (2001) indicated that several rural communities
have begun to evaluate themselves and invent new institutions and enterprises to
bargain better with the outside world and to provide their own social welfare, e.g.,

saving groups, weavers’ and potters’ enterprises or community businesses.

In order to strengthen social safety net and lessen the impact from the economic crisis,

many social protection approaches have been implemented by the government since
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1998. These included an income support for the elderly people, a medical care
programme for poor adults, school lunch programme for poor primary school students
(Nabi and Shivakumar 2001). In regard to the formal employment, severance pay, low
interest loans, placement and training courses were promoted to tackle the
unemployment (Siamwalla and Sobchokchai 1998). Furthermore, the establishment of
social security fund, workmen’s compensation fund and recently unemployment
insurance has enhanced employees’ capabilities to manage risk from their living and
working condition. However, these approaches have not supported the informal
employment, which accounts for 73 per cent of total employed labour in 2002
(NESDB 2006a).

Meanwhile, nationwide local organisations were enabled to provide the services
required by target groups via the Social Investment Fund (SIF). This fund had granted
community based organisation to initiate their own community development activities
in 1998. The four-year SIF programme, obtained loans from the Asian Development
Bank and the World Bank, covers five major categories: community enterprises,
community welfare and safety, natural resource management and cultural
preservation, community capacity-building and networking, and emergency
community welfare for the wvulnerable groups (Pongsapich et al. 2001). This
programme seems to enhance the promotion of participation in community and
improve social cohesion via supporting new initiative community development
activities. It also strengthens several community organisations, such as saving groups,
to strengthen their activities through the establishment of community enterprises and
to expand social welfare for social exclusion groups (Bunyarattanasunthon 2001;
Kannasutra 2001; Petchprasert 2001a).

2.1.3 Environmental Context

Since the early period of modernization, the environment and natural resources have
been at the service of national development. The increase in gross national product
falsely reflected the well-being of the population, because it did not take into account
the social costs and the depletion of human and natural resources (Dilokvidhyarat
1995). The post-1960 capitalist industrialisation allowed free and unlimited
exploitation of human and natural resources. Without proper safeguards, therefore,

resources were being exploited beyond replenishment capacity. The Department of
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Environmental Quality Promotion (DEQP) reported that during 1967-1991 the
government had promoted the adoption of Green Revolution and the expansion of
agriculture for export. As a result, the accumulation of chemical residues and the
deterioration of soil and water as well as deforestation, greatly affected the rural
farmers and the community livelihoods (DEPQ 1999).

Sathirathai (2003) indicated that industrial pollution has caused environmental
problems since 1964. After 1967, the provision of natural resources for industry use
had become more severe because of unplanned and unregulated use. Moreover, DEQP
(1999: p.70) stated that the national policy of expanding industry to rural areas, as the
tools for alleviation of impoverishment at the community level, not only accelerated
pollutant distribution into public resources, but also deteriorated both the ecology

system and people’s health in the surrounding areas.

It is inevitable that there have been numerous conflicts in natural resources
exploitation both in quantity and extent, especially between the state and the public
(DEQP, 1999, pp.78-81). Several groups that were affected by these conflicts have
been campaigning and fighting for their rights since 1973. Non-government
organizations (NGOs) concerned with rural and environmental development became
major supporting sources for social and environmental movements. During the
economic boom period, the degradation of the environment and conflicts over
resource exploitation had accelerated due to resource scarcity. Nonetheless, the 1997
People’s Constitution, which endorsed public participation in government policy, has

significantly consolidated the civil society movement (DEQP, 1999, pp.128-129).

Another key player in environmental issues is the Tambon' Administrative
Organisation (TAO). The 1997 Constitution requires devolution and decentralisation
to provincial, district and sub-district (Tambon), respectively (Buch-Hansen 2001).
Therefore, TAO has become more responsible for implementing the government’s
development activities and running the day to day public service functions at the
Tambon level. This includes education, health, waste management, infrastructure and

also managing natural resources at the local level (DLA n.d.). Nonetheless, the

! Tambon is Thai sub-district which comprises of 3 to 5 villages in very close proximity. There are

approximately 7,405 Tambons in Thailand (Thai Tambon.com, 2006)
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delayed and complicated transfer process and categorisation of TAO have put
constraints on the budget, manpower and management methods. This resulted in
doubts about the role and effectiveness of TAO in local natural resources

management.

In summary, as Thailand has attempted to industrialise over five decades, it is unlikely
that this development can be viewed as sustainable in so far as rural communities are
concerned. In terms of the economy, market production has resulted in large debts and
increasing vulnerability to poverty. As Thailand aimed to be New Industrialised
Countries since 1980s, the promotion of agriculture, the largest employment sector of
the country, has been neglected by the state. The continual migration of young labour
to the cities has led to rural family separations. Inevitably, the community, which has
traditionally functioned as a social safety net, was weakened. The natural resources,
the key asset of the village economy, were over-exploited and polluted by waste from
both agricultural and industrial sectors. The net result of all this is villagers having to

struggle to simply survive.

Since the 1997 economic crisis, the previous economic promotion approach has
eroded families and communities capacity to cope with the crisis (Siamwalla and
Sobchokchai 1998). In rural areas, the impacts of the crisis were cushioned due to self
reliance in terms of food production and higher social capital than urban areas. The
rural development in economic, social and environmental perspectives is vital to
enhance the majority of Thai people to strengthen their capabilities to sustain
livelihoods and deal with any future shocks. However, the recession in small scale
farming has become more serious due to limited land, lack of labour force and the
deterioration of soil and water resources. Rural non farm activities (RNFA),
particularly in Micro and Small scaled Enterprises (MSEs), have been used by the

state as major tools to revive the local economy and create employment since the crisis.

2.2 Micro and Small Enterprises (MSEs) and informal economy

Since nearly all economic activities in rural areas of Thailand, with the exception of
farming, take place within the informal economic setting, it is essential to understand
the characteristics and behaviour of the informal economy in Thailand. The informal

economy is defined as enterprises, employers and entrepreneurs who produce goods
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and services without being regulated by the taxation system, business standard
practices, requirements and laws (Edgcomb and Thetford 2004). The informal sector
is recognised as a major economic arena in providing income and employment for the

poor, particularly in developing countries (Lund and Nicholson 2003).

Lund and Nicholson (2003) noted that it is believed that 80 per cent of the world’s
population work in the informal economy, which lacks sufficient social security
coverage. According to the International Labour Organisation (ILO) statistics (ILO
2002) the number of off-farm informal workers varied from one half to three quarters
of the total workforce in developing countries. The informal economy has caused
several problems for formal enterprises and the state, including being a source of
unfair competition, undermining tax collection and social protection, etc. (Williams
2005). On the other hand, the informal economy has provided employment, goods and
services for lower-income people as well as for the formal economy. It is clear that the
informal economy significantly supports political stability and economic growth in

both developing and developed countries (Chen 2004; Portes and Haller 2005).

In Thailand, NESDB (2003b) estimated that the informal economy, excluding the
illegal economic activities, accounted for 45 per cent of the GDP and employed nearly
three-quarter of total employed labour force in 2002. It is also stated that the MSEs or
informal workers accounted for almost 70 per cent of total employed labour and
almost 58 per cent worked in agricultural sector. These informal workforces, who are
not registered with any public authority and mostly work in non-municipal or rural
areas are not able to access any social protection provided by the government (NSO
2005a).

As defined by NSO, micro enterprise, or cottage industry in Thai official terms, is
categorised by the number of employees per enterprise which is less than 10, while the
ILO’s definition of the number of employees is less than 5 persons. Nevertheless, the
number of workers in small enterprises of both NSO and ILO is the same, lessthan 50
persons. Likewise, ILO (1993) and Maurice (Maurice 1999) defined MSEs as:
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“A very small-scale unit, producing and distributing goods and
services in the informal sector. It may comprise sole proprietor,
partnerships, private companies, and co-operative as well as
community-owned enterprises, in both urban and rural areas of

developing countries™

In 2002, it was estimated that approximately 99.54 per cent of the total number of
formal enterprises operating under the manufacturing sector in Thailand were MSEs.
This corresponds to 3.5 million people or 61 per cent of the total number of
employees in this sector (NSO 2003; OSMEP 2002). Even though the main
enterprises promoted in the national policy are SMEs, the significant impact of MSEs,
particularly in promoting job creation and alleviation of poverty in local areas, has

pushed the government to establish a new development scheme for MSEs.

Most enterprises are usually constrained by factors such as finance, technology,
market, skilled worker, business management skills, etc. These impede MSES’
capability to develop and to expand their businesses (Wasuntiwongse 1999). Due to
operating in the informal sector, it is hard to benefit from government policies and
measures and to access the formal system with respect to credit availability and
distribution networks (APEC-Micro-Enterprise Working Group 2003).

At present, the aim of MSEs promotion is to increase the income for grassroots people
and enhance local self-reliance by using or adding value of local assets for economic
activities. Since the local economy has been developed, local authorities and people
may be able to contribute their resources to solve other problems and set up social
welfare to strengthen and develop the communities without any support from the state
(Poldej 2003). Tubplien (2003) and Vejayachai (2001) indicated that the rural and
agricultural economy may serve as the social safety net in the community, and as a
consequence, several grassroots economic promotion plans and policies have targeted
rural MSEs. One of the policies which directly enable the villager and community to

run their own businesses is OTOP which will be discussed in the next section.

In this research, two common types of MSEs, in both the formal and informal
economy, at the rural community level are studied. The informal MSEs or

entrepreneurs, which aim at maximizing profit, are selected as representatives of
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production within the market economy. At the same time, the Small and Micro
Community based Enterprises (SMCEs), which have registered as formal enterprises
to increase additional income and group cooperation in communities, are investigated

as examples of production on the basis of the Sufficiency Economy philosophy.

2.3 The OTOP Policy

To promote the community’s capability for self-reliance, income generation and job
creation in rural areas by using rural folk knowledge and local resources, OTOP
policy, adapted from One Village One Product (OVOP) scheme in Oita prefecture,
Japan, has been implemented in every Tambon throughout the country. Distinctive
products selected from local goods in each Tambon will be developed to meet quality
standards and market requirements. The Government will provide support in terms of
arrangement of financial sources, business advisories, market promotion via domestic
and international outlets and an e-commerce channel (The Royal Thai Government
2001). In 2004, there were 24,767 SMCEs and 10,412 SMEs registered to participate
in this scheme (DCD 2007). According to NESDB report the turnover of local
products has dramatically increased from 215.5 million baht in 2001 to 52,027 million
baht in 2002-2005 (NESDB 2004b).

Vongkul (2003) cites that there are at least two general problems concerning the
promotion of local commodities production that the government has not yet solved.
Firstly, the market for local products is a key constraint. Large amounts of products
failed to sell and the distribution channel in the supermarkets or superstores was very
limited. Secondly, because of the lack of value added product and the fact that they
are produced from basic local skills and knowledge, most products are hard to sell to
other rural communities. Therefore, MSEs need to distribute the commodity in the

main market, which must compete with standard manufacturing products.

According to the NSO survey reports on micro enterprises (NSO 2004), it is found
that nearly 33 per cent of enterprises throughout the country produced weaving,
garment and leather products. More than 48 per cent of these weaving producers and
41 per cent of the total number of micro enterprises operated in the north eastern
region. Since silk is the most outstanding weaving product in the region, it has

become a popular product in the OTOP programme. In 2005, nearly 1,800 silk items
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were advertised on the OTOP shopping website?. Therefore, silk fabric production at
community level in the north eastern region of Thailand was selected as a study target

in this research.

The political uncertainty and rising inflation and interest rates since the beginning of
2006 have negatively impacted on domestic consumption. The slowdown in farm
income and continuously soaring oil prices as well as floods during the monsoon
season have reduced consumer consumption (NESDB 2007). The success of the
military coup and the resulting void created in government in September and October

2006 have also hindered the previous government’s support schemes.

In response to strengthening the grassroots economy and reviving ethics and social
consolidation, the SEP has been a core principle for the new interim government to
implement its national development policies (The Royal Thai Government 2006). The
dramatic political change has overturned the national core strategy shifting the priority
from economic growth to the advancement of society’s happiness. As a result, the
change directly impacts producers participating in the OTOP scheme and initiative
programmes related to silk development at local level (Chantanusornsiri 2006).
Nevertheless, this current disruption will not be discussed in this thesis except in
Section 8.3 Future Research.

2.4 Silk

Silk, which is produced by the caterpillar of silkworms, has been known as an
important natural textile fibre in the world for at least 4,000 years. Although there are
several types of silkworms, the most important specie of silkworm is known as
Bombyx mori or mulberry silk due to the main food of worm. Silk filament consists of
two protein substances: sericin and fibroin. Sericin or silk gum is material that covers
fibroin and is removed before dyeing and finishing. Fibroin, therefore, becomes a core
material of finished silk fabric (Sinha 1990).

The production of cocoon or sericulture consists of two key activities: a cultivation of
mulberries for feeding silkworm and a rearing of silkworm. Silk is extracted by
boiling the cocoon in boiling water in order to dissolve the gum cover on the cocoon.

% The result of searching for silk OTOP product on April 2005 at http://www.thaitambon.com/
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Then, eight to ten silk filament are collected together to start reeling. Reeled silk is
processed to increase the strength by throwing it with other strands of raw silk. These
twisted threads form different types of yarn: warp and weft yarns. Silk yarns are

further processed to prepare them for weaving into fabric (Federico 1997).

2.4.1 World Silk development

Silk is believed to have originated in China around 2640 BC. The Chinese Empire had
severely restricted silk knowledge transfer in order to keep it secret for hundreds of
years. Due to the growth of fascination in silk fabric in other countries, there were
attempts to spy and acquire silk knowledge by Japan and Korea. This knowledge was
later transferred to India and Europe (Sinha 1990).

Bush (2000) stated that silk was introduced to Europe via the ancient silk road which
started from Peking to Central Asia, Persian Empire, Byzantine Empire, Greece,
Egypt and Spain. However, the invasion of Roger | of Sicily brought Greek silk
rearers and weavers to Palermo and other Italian cities in the twelfth century, which
made Italy the most powerful silk producer in Europe in the thirteenth century. The
flourishing of Italian silk industry had greatly contributed to the economy during the
Renaissance (Mola 2000).

In the sixteenth century, France established silk industry at Lyon. Despite its decline
at the time of the French Revolution, the silk industry was revived by the invention of
punch card mechanism by Joseph-Marie Jacquad in 1804. This invention enabled
weavers to make complex pattern with accuracy in the short time. As it became
normal dress among French elites who were regarded as leaders in elegance, silk
fashion had spread throughout Europe. In England, the silk industry was developed in
the sixteenth century, though sericulture had been introduced much earlier in the
thirteenth century. The effect from cheaper imported silk from France and the
introduction of artificial silk had dwindled British silk industry. Meanwhile there were
attempts to establish silk industry in America by the English silk master weaving
migrants, but the substantial investment in sericulture, a speculation in silk and an
epidemic of blight in mulberry orchards prompted the collapse of the industry in
1840s (Mansfield Historical Society 2004; Sinha 1990).
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Due to its high value and demand in the West, the silk industry in Asia has become
well developed. In China, Japan, India and South Korea, silk was an important
product for commercial export until the Second World War. Due to the rapid
industrial development in Japan and South Korea, these two countries have dropped in
rank among silk export leaders. However, as silk production is labour intensive and
requires low capital investment, it has recently grown in countries such as China,
India, Vietnam, Thailand, etc., where labour costs are low. In China, it is estimated
that 20 million farmers and 500,000 workers are engaged in sericulture and silk
processing industry. During the 1990s, sericulture, which is a cottage industry in
India, was practised in 59,000 villages and provided full and part time jobs for some 6
million people (International Trade Centre 1999b; Mansfield Historical Society 2004;
Sinha 1990).

More recently however, production has diminished in high labour cost countries, such
as Japan and Korea. The statistic of world raw silk production in 2004 by the Indian
Ministry of Textile showed that the world largest raw silk producers are China, India,
Brazil and Thailand. More than 80 per cent of total raw silk production came from
China (Ministry of Textiles 2004). Nevertheless, since 2004 the amount of imported
raw silk yarn in Thailand has increased 10 times the amount exported due to
inadequate silk productivity and high market demand for domestic silk within
Thailand (International Trade Centre, 2008). The leading silk producers in Europe,
e.g. France and Italy, have focussed on processing high quality silk fabric and garment
by using imported raw silk from Asia (International Trade Centre 1999a). However,
silk production at household level is still found generally in developing countries,

particularly in areas where sericulture can be practised.

2.4.2 Silk development in Thailand

Silk has played an important role at local level since the prehistoric period according
to the archaeological evidence discovery (Leesuwan 1987). Silk making skills and
expertise have become a key part of the heritage of the ethnic people, particularly the
Tai. The Tai people are the ethnic group comprising several sub-groups who dwell in
Thailand, Burma, Laos, Vietnam, eastern India and southern China. Tai weaving has
been traditionally passed on by women and is seen as a manifestation of womanhood
(Marks 1998; Na-Ubon and Nil-a-thi 1992).
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Conway (1992) stated that silk has been continuously woven in rural areas, especially
in the north and north-eastern regions of Thailand. Until the middle of the 20"
century, local people in these regions still followed their traditional way of life and
development path, with a strong ethnic tradition and culture as well as the belief in
Buddhism, compared with other regions in Thailand. This is because of the isolation
of the location, problems with transportation in the rainy season, and lack of support
from the central administration policies and plans. Due to its geography and climate,
the north east is particularly suitable for sericulture. Furthermore, native silk moths
are polyvoltine species which can produce eggs more than twice per year. Plenty of
good quality silk yarn has always been available for the weavers in the region.

Silk can have an effect on two aspects of the village life; economy and, religion and
social life. In terms of economy, the main economic activity in Thai agricultural
society is rice planting. The rice cycle starts when the monsoon rains begin in June.
Throughout the rainy season, all the family members work together to grow the rice.
After the rice is harvested in the dry season (around November and December),
women can turn to the reared silkworms (which are fed in the rainy season) and
prepare for spinning and weaving. In a village where the rice crop has failed or is not
sufficient, the woven silk fabric and surplus by-products from silk cultivation can
make a critical contribution to the family income (Nartsupa 1999).

Silk has also played an important role in religious and social life. Because women
cannot be ordained as monks, the only way to gain great merit for women is to weave
and offer silk robes for her son or male relatives who are to be ordained as Buddhist
monks. Decorative silk banners displayed in important religious ceremonies are also
offered to the monk. The skilled weavers not only acquire merit to accomplish a
happy and moral mind for this life and life after death, but will also be recognised by

the abbot and villager as a master artisan (Samutakupta 2000).

Chantawich (1993) reported that silk has been used in rural life from birth to death,
such as the protective symbols for a new born child and old soldier, the customary
gifts for marriage ceremonies, and burial clothes in funeral rites. Silk fabric can also
represent the varying social and economic status of the wearer (Wuttakul and Panyura
1994). Furthermore, silk weaving skills represent the reaching of maturity for girls in
traditional village society (Vongchavalitkul University 1994). Samutakupta and
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Kitiasa (1994) indicated that the skilled weaver, who knows how to cultivate
silkworms, dye and spin silk yarn and weave a variety of textiles for household use

and for ceremonial occasions, is recognized as a successful wife.

Recently, Thai silk has been revived by Her Majesty the Queen of Thailand and the
U.S. entrepreneur Mr. Jim Thompson since the 1950s (Art and Cultural Magazine
2001) following failed attempts in 1903 and 1941 to revitalise the industry.

Traditional silk weaving production has been supported by a charity under the
patronage of the Queen of Thailand and the Government. To promote and develop the
skills of producers, annual weaving contests and silk weaving courses have been
initiated in each region (Kaewrueng 2004). Moreover, the royal family’s formal silk
dress on various occasions has contributed to marketing Thai silk in the cities and

among government officials.

Jim Thompson has played a key role in the promotion of modern style production of
Thai silk. With his knowledge and expertise in colouration, Thompson modernised
traditional Thai silk introducing industrial production methods: using new lengths of
fabric; new patterns; and chemical dyes. He also introduced new styles of Thai silk to
the international market. Art and Cultural Magazine (Art and Cultural Magazine
2001) stated that the change in silk fabric led to the worldwide recognition of Thai
silk, which provided an impetus to the beginning of a boom era for the Thai silk
industry. At present, the Thai silk industry exports silk for clothing and upholstery to

all the major industrial countries.

Therefore, the manufacture of Thai silk currently can be divided into two types:
traditional production and modern or industrial production. In 2006, it is estimated
that nearly 4,800 workers were employed in 88 factories involved with silk production
while there were around 150,000 farmers involved in producing mulberry and silk
yarn in 2003 (Agrifood Consulting International 2005; DIW 2007). In 2004 and 2005,
the value of Thai silk fabric and silk-related products export per annual was more than
800 million Thai Bath (TB) or 11 million Great Britain Pound (GBP) or 24.2 million
US Dollar (USD)?(The Customs Department 2007).

® The exchange rate at May 2007 1 GBP= 72 THB and 1 USD= 33 THB
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This research project focuses on both styles of silk production at silk cottage industry
level for which Nakhon Ratchasima province in the north east of Thailand was chosen
as the study area. The Pak Thongchai district was selected to investigate the modern
production, whilst the study of the traditional production was conducted in the Sida

district. The details of each style of production are discussed in the following section.

a. Silk Production development in Pak Thongchai district

Pak Thongchai is a district in Nakhon Ratchasima, the largest province in Isan or the
north-eastern region of Thailand. As shown in Figure 2.2, the district has many
advantages in terms of location and accessibility to the transportation system, e.g. a
railway and road, from Bangkok, it has become one of Isan’s foremost mercantile
portal cities for merchants from other regions (Pak Thongchai District n.d.). Silk
weaving has been passed down from one generation to the next by Tai Lao ethnic
groups, who were taken as prisoners of war from the Siam - Lan Xang war in the late
18™ century. Although the main objective of weaving is for household and gifts for
ceremonial and religious purposes, weaving for sales purposes and new techniques
have been introduced since the post second world war period with the arrival of

Chinese and Vietnamese merchants (\VVongchavalitkul University 1994).

The introduction of the flying shuttle handloom instead of the traditional loom,
intensive chemical dyeing, and metal loom accessories has dramatically boosted silk
productivity over the past 60 years. Furthermore, skilled women weavers and men are
employed to weave silk and work in the processing and dyeing of yarn in merchants’
small factories. Therefore, silk weaving in Pak Thongchai is no longer the exclusive
domain of women. It has also changed in terms of production size from household

supply to cottage and small industry.

From 1967-1977 many villagers in the district market started their own silk factories
which focused on producing silk fabric on a large scale according to orders provided
by middlemen. Nevertheless, the golden age of the silk industry in Pak Thongchai
began with the establishment of the Jim Thompson factory in 1978, which has now
become the world’s largest silk handloom factory (Manager Magazine 2000a). This
provides opportunities for training in weaving skills, factory woven technologies and

quality control techniques. As a consequence, several workers, who have more
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financial support, have started to run their own silk micro enterprise, whilst others

have become freelance in yarn processing and weaving.

Sida

Provincial
city

Pak Thonchai

Figure 2.4: Map of Nakhon Ratchasima province and
map of Pak Thongchai and Sida district
(Source: Nakhon Ratchasima provincial administration office, 2005)

Manager Magazine (Manager Magazine 2000b) reported that there were more than 40
large and medium factories operating in Pak Thongchai municipality during the Thai
economic boom period (1991-1995). The total capacity of those factories was
approximately 300,000 yards of silk per month. As a result, Pak Thongchai became
the largest silk production site in the country, where more than 80 per cent of silk
fabric sold domestically was produced. Moreover, it is estimated that there were more
than 700 freelance weavers and entrepreneurs that lived in the villages outside the
municipality, who had been subcontracted to produce silk for those factories (verbal

communication with Pak Thongchai Community Development Officer, 2004).

After the 1997 economic crisis, only 5 large and 15 small factories survived in the silk
weaving business. The crisis had a severely adverse impact on most local factories
which managed their firms as suppliers only. On the other hand, the Jim Thompson
factory, which has an international management system and market network,

recovered easier by gaining more profit from its export trading. The local factories
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had to decrease their production costs by laying off employees and subcontracting
their orders to the micro producer (Manager Magazine 2000b)

As a consequence of the outsourcing, the cottage industry spectacularly increased in
1999-2000. This coincided with large numbers of migratory labourers returning to
their villages after being laid off in the big cities due to the 1997 economic crisis.
Some of this surplus labour was accommodated into the growing number of cottage
industries including silk weaving which became a popular occupation, even for those

who were newly trained.

Following the introduction of the OTOP policy and Village Funding policy in 2002,
numerous silk producers emerged from various parts of the country. This has
adversely affected the market share of Pak Thongchai silk industry. Nevertheless, silk
production was selected as one of the provincial development strategies at the end of
2003. The strategy aims to serve as a centre for marketing management of silk
products from other provinces in the Isan region. The increase by 20 per cent of new
silk entrepreneurs and 30 per cent of silk sale value were set as an indicator of this

2004 budget year’s planning (Nakhon Ratchasima Province 2004).

Although several government policies have been formulated to promote the silk
cottage industry, many problems in both marketing and environment are still
overlooked and not seriously addressed. Without experience in silk production for
sales and marketing, many poor quality products are rejected by customers. It is
inevitable that price-cutting has been implemented to compete with the established
entrepreneurs and to earn sufficient profit to pay back the debt. The collapse of the
fabric price was magnified by a serious silk fraud in Pak Thongchai in 2002 which
will be discussed in detail in Section 4.2.3 and 4.3.4 of Chapter 4.

In terms of environmental problems, there have been several complaints about
pollution from untreated wastewater discharge and its effect on local natural resources
exploitation in recent times. The petitions were presented to both local and provincial
administration organisations in 2003. Detail will be discussed in Section F of Chapter
3. However, as yet there has been no in-depth research conducted into the
environmental aspects of silk production and therefore solutions have not yet been
identified. (verbal communication with The 11" Regional Environmental Officer,
2004).
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b. Silk development in Sida district

In rural areas, most weavers prefer to produce silk using the traditional production
methods although silk production has been developed into a cottage industry. Because
of small scale production for own use or for small scale trading, traditional looms and
wooden accessories are used instead of machinery. However, there have been some
changes in raw materials in response to market demands. In order to make their fabric
more colourful, producers have started to replace natural dyes with chemical
substances. At the same time, the fear of uncertain markets and limited budgets forced
producers to use low price chemical dyes and bleaching substances. These chemical
substances, which do not contain identified ingredients and lack proper health and
safety information for the user, are sold in small quantities at a much cheaper price
than the high quality products. These cheap chemical substances have become popular

for traditional silk production in every part of the country.

Although there is no research into the effect of cheap chemical silk dyes, there were
some studies into this type of chemical used in traditional production of cotton fabric
in the north of Thailand. Volker (1996) reported that several low price cotton dyes
sold in the local market consisted of dyes based on carcinogenic amine that are
banned from use in clothes in Europe. The pollutants from the discharge of untreated
waste water from local textile production had caused both environmental and health
problems in the community. Furthermore, it was found that the cotton weaving
production affected producers’ health problems in several systems, i.e., respiration,

dermatology and muscle (Phusawang 2001).

Like most of the promoted silk weaving groups, the ““Ban Fhake and Ban Non
Samran silk weaving group” in the Sida district has been supported by government
promotion offices. Due to its remote location (as illustrated in Figure 2.2), farming
still remains the main livelihood of the district and silk is promoted as a
supplementary income provider during the dry season. Although the group was set up
a decade ago, the scale of silk weaving has not changed significantly because all
workers in the family need to help to cultivate rice, which is the main occupation of

the villages.

Due to its similar production technique to other groups, low quality chemical

substances and firewood are used in the production of silk. Waste from production is
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discharged without treatment. Furthermore, group’s members still mostly do their own
sericulture as in the past. Thus, the group was chosen as representative of traditional

subsistence silk production.

2.4.3 Silk development and sustainability

Although silk production has played a crucial role in income generation and job
creation in the village economy, silk producers and other stakeholders remain
vulnerable to business failure and poverty. The lack of business management skills
may lead to inefficient production which in turn may contribute to overuse and
accelerated depletion of local resources. For example, the increase in the volume of
chemical dyes used and lack of waste treatment know-how of the local producers and
authorities could accelerate the pollution to the detriment of both human and

ecological systems.

The promotion of silk development may raise some ethical issues in terms of a
perceived animal cruelty in extraction of silk thread and the increasing indulgence of
luxury commaodity for the global consumer. In Thailand, however, this issue may be
less controversial. Although boiling silkworm is the only technology to separate silk
thread from the cocoon, throughout their short life cycle by the rearers the silkworm is
carefully and attentively treated. Furthermore, the boiled silkworms were not wasted
as they were consumed as food. These may indicate the present welfare of silkworm
and its significance in local way of life. Furthermore, the use of silk as daily clothing
in many rural areas and the growth of silk market-led production in Thailand have
shifted its status from an extravagant to alternative choice of affordable high quality

traditional fabrics for consumers.

Hence, the development of silk production at grassroots level should take into
consideration the sustainability of the cottage industry, the natural environment and
the well-being of the community. The sustainable concepts which are applied in the
project will be discussed in the following section.

2.5 Conceptual Framework of the Study

Given numerous crises encompassing the economy, society, culture, politics and

environment, Thai people started to reconsider the previous direction of national
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development. As a consequence, the Eighth National Economic and Social
Development Plan (1997-2001) which focused on human development, was
developed prior to the 1997 economic crisis. Improving the quality of life and
livelihood for both individuals and society in general was imperative in this plan.
Furthermore, resources and environmental management, economic capabilities and
environmental development, as well as the improvement of potential for regional and

local development were adopted to support sustainable development.

According to DEQP (1999), it is evident that the community, the most primary level,
needs to be strengthened and stabilized in order to tackle the environmental and
resource problems. Several tools for achieving the sustainable goal at community

level should be considered such as the SEP and SL concept.

The 1992 World Environment and Development Conference resulted in many
international organisations being obliged to make their businesses more
environmentally responsible. As a result, the Thai export industry had to increase its
awareness of environmental issues. Moreover, the government has enacted the 1992
Enhancement and Conservation of National Environmental Quality Act, which
introduced an explicit policy such as the Polluter Pays Principle (PPP), to enforce the
enterprises to be responsible for their pollutants by applying pollution treatment
systems to their operations (DEQP, 1999, p.155). Because this tool can enhance
industrial efficiency, profitability, and competitiveness, CT concept is selected to
investigate the process of silk production in order to enhance the cost effectiveness of

the production.

Hence, this research project has selected these three tools to investigate and develop
an appropriate strategy for the sustainability of the Thai silk cottage industry. The

details of the three tools will be discussed in the following section.
2.5.1 Sufficiency Economy Philosophy (SEP)

a. Conceptual framework of the SEP

There are several alternative economic concepts that are similar to the SEP, e.g.,
“Green Economy” (which focuses on sustainability), “Self-Reliance Economy”,
“Community-Based Economy” and the most well known ““Buddhist Economy” (a
term introduced by Schumacher 1973). However, these concepts are not completely
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new for the Thai people due to their way of life. Developed from his long term
experience in rural development and knowledge of these economic concepts and
Buddhist philosophy, His Majesty the King of Thailand presented the Thai people
with the SEP. It has become broadly and quickly accepted by Thai society,
particularly in the post-economic crisis (Ma-Mankorn 2000).

Sufficiency Economy has been discussed by His Majesty the King since 1974. At that
time, Thailand was on the edge of turmoil because of the worldwide economic
recession and the political rivalry between the West and the Soviet block. In addition,
the country suffered unequal income distribution largely due to the development of
industrialisation and urbanization (Panyarachun 2000). Yet the resulting riot in 1976
between two political polarizations, i.e. democracy and military, which ended with the
military takeover may have been the main factor for the delayed implementation of
the SEP. However, the industry-led development and the 1997 economic crisis made
the Thai people face hardship not only in terms of wealth but also natural resources.
This concept has, thereby, arisen again to suggest how to survive and subsist under

these circumstances.

According to the NESDB (2003a), the SEP was defined as a guide to people as a way
of living or behaving at all levels toward the Middle Path, derived from Buddhist
perspectives. The guidance aims to develop a balance between the development of
national economy and the response for any rapid changes in the social, environmental
and cultural context. Based on positive concepts and the world dynamic system, it can
enhance people’s capability to cope with short and long term problems for security
and sustainability.

NESDB defines sufficiency as ““moderate” means or actions which are based on
“reasonableness” and building up ““self immunity”” to decrease any impact from
internal and external shocks and excesses. Firstly, Ven P. A. Payutto (1988: p.23)
states that “moderation” means to do activities in dynamic optimum in every aspect.
Knowing moderation means knowing the optimum amount, how much is "just right".
It is an awareness of that optimum point where the enhancement of true well-being
coincides with the experience of satisfaction. This optimum point, or point of balance,
is attained when people feel material satisfaction, having answered the need for

quality of life or well-being. Furthermore, economic activity must be controlled by the
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qualification that it is directed to the “attainment of well-being” rather than the
"maximum satisfaction” sought after by traditional economic thinking.

Secondly, ““reasonableness™ is defined as a capability to consider all information,
evaluate the reasons and understand the entire consequences on the stakeholders
before making a decision for moderate action (UNDP 2007). Jitsuchon (2002)
believed knowing the cause and result can be used to adjust man’s pleasure to avoid
unnecessary consumption. This leads the conduct of economic activities in harmless
way for oneself, society and environment (Ven. P. A. Payutto 1988). Lastly, “self-
immunity” is an ability to assess, manage and cope with any risks that might arise
from any unexpected internal and external changes in the present and future. UNDP
(2007) stated that building up of “self-immunity”” probably indicate the development

of self-reliance and self-discipline.

To achieve sufficiency, NESDB (2003a: p.15) states that people need to have two
presuppositions: breadth of knowledge and ethical qualifications. Breadth of
knowledge includes three components: acquisition of all relevant knowledge;
thoroughness in planning by connecting all required knowledge; and careful
utilization of knowledge at any point in time in implementation of plans. The last two
components make the acquisition of knowledge in the SEP similar to the learning

process theory.

Ethical qualifications are, especially important for people in influential positions. As
honesty and integrity will encourage people to select appropriate knowledge and
plans. In addition, perseverance and tenacity will ensure people conduct their lives in
a sufficient way. At present, ethical issues are included in good practices in business,
for example business code of conduct and Corporate Social Responsibility (CSR), in
order to enhance business image, business performance and marketing. Figure 2.3

illustrated the process of attaining “sufficiency”.

Since the SEP was introduced, several academics have interpreted the concept into
many practical approaches. Tantivejkul (1999) and Vasi ((1999) stated that most
approaches have shown commonality which can be categorized into two aspects (cited
in NESDB 2003c: pp.32-36):
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Figure 2.5: Sufficiency Economy Philosophy
(Source: NESDB, 2003)

Internal aspect — Emphasizing the individual, man should have sufficiency in
mind, wisdom and security. ““Sufficiency in mind™ is to love and show generosity
to other people. ““Sufficiency in wisdom” means continuing the learning process
to know how to live and adapt to others. “Sufficiency in security” indicates the
living state should not make individuals feel insecure. Extreme living conditions

can lead to stress, anxiety, and depression as well as potentially suicide.

External aspect — To attain a *“*sufficient” life, people need to develop society,
culture, economy, natural resources and technology to a subsistence level.
Sufficiency society fosters and empowers individuals, family, community and
society to solve problems or deal with impacts of change. Sufficiency culture
indicates that the way of life of the community should be related to various
environments. Economic activities should relate to and develop from the cultural

base. Sufficiency economy means an adequate quality of life that is not too
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extravagant and does not disturb others. Sufficiency technology means to
implement an appropriate technology in accordance with the situation and the
need of the country. Finally, sufficiency environment means to exploit natural
resources effectively and prudently to conserve and nourish the environment for

subsistence living.
b. The application of SEP in Thai enterprises

As agriculture is the main livelihood of the majority of Thai people, most research
projects have focussed on how villagers can adapt and apply the SEP to their way of
life. Several successful self-reliance communities, such as Naso community and
Inpaeng network, have been studied to draw out their experiences. The consequences
of the introduction of capitalism and market system into Thai rural villages have
stimulated villagers’ needs in terms of money for improving their lifestyles. However,
it is found that the change of farming from self-reliance production to market-led
production has prompted the communities to face similar problems, e.g. poverty, debts

and natural resources depletion (UNDP 2007).

In order to solve difficulties, these communities have started to revive their self-

reliance capability. Firstly, the process of participatory problem analysis of villagers
led to a revival of household’s food security and an establishment of saving group to
reduce expenses. Secondly, other extended activities that respond to basic needs, e.g.
producing herbal medicine, processing fruit or food products, establishing a rice mill,
etc., which are then sold at community level have led to a reduction in consumption
costs. These activities have generated additional income and created more

employment for the Small and Micro Community based Enterprises (SMCESs).

Finally, the network arrangement between the village and nearby communities has
promoted the growth of activities beyond farming, production and trading. Various
type of activities, i.e. community bank, rice bank, cattle bank, and social safety net
activities for both groups’ members and social exclusion groups, e.g. illness subsidy,
education fund, etc., as well as local exchange systems have been set up to strengthen
people livelihoods assets (Kaewthep 2001; Nandasuwan 2002; Punthasen et al. 2002).

These three stages are known as the model of the SEP implementation in farming. As

a result, villagers can keep and maximize the utilization of their production surplus
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within the community and develop their learning and managing skills as well as
improve their relationship with other SMCEs (Phongpit 2002).

On the other hand, Punthasen (2003) noted that the SMEs in the Thai industrial sector
can apply the SE concept to their businesses in nine contexts: employment,
appropriate technology, effective resource use, size of production, long term profit,
honesty, reducing production risk, downsizing risk management, and local resources
utilisation and market. In terms of the production, the business should focus on
employment and use technology only in necessary processes. It should emphasize
local resources utilization and markets. To respond to the market demand, the local,
regional, domestic and export markets should be prioritised, respectively. All
resources should be used in a prudent and effective way. Meanwhile, the enterprise

should implement an appropriate technology which is practical and not expensive.

For the management process, the business should have an appropriate production size
related to management capability. Honesty should be pursued with consumers,
labourers and suppliers. The entrepreneurs should attempt to control their greed and to
set business goals for long term profit. To reduce production risks, business should
diversify various commodities or improve flexibility to adjust productivity and
materials. Finally, the enterprise should minimise risk management by avoiding high
level of debt. The example of thriving SME is the Preservation House who produces
Sa or mulberry fibre craft products. The production capacity of Preservation House
has depended on the availability of raw materials, labours, and accumulated capital of
enterprise. Using natural dyes and traditional manufacturing processes as well as
hand-made products are demanded by the international market. The expansion of
business is rather slow, but secure, even during the 1997 economic crisis (UNDP
2007).

At the beginning of the SEP promotion phase, most research focussed on the defining
the SEP nature and its key components in different contexts, e.g. economics, social
development. Many successful case studies in both agricultural and industrial sectors
were examined to find variables resulting on livelihood thriving that may be relevant
to the SEP. Due to a large numbers of researches in farming, a concept of applying the
SEP in farming and a guideline were developed and disseminate to the public since

1998. Nonetheless, although some of the main factors that affect the sufficiency of
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business were identified, the relationship between these variables and the SEP main
characteristics is still not officially stated. The scope of the SEP key elements in the
business context remains ambiguous. Consequently, it is very hard for businesses to

practise the SEP in the industrial and business sector.

According to the launch of the OTOP policy, the micro and small producers have been
encouraged to manufacture their products on a large scale. Inexperience in quality
control of great amount, marketing and business management makes these producers
and local resources vulnerable. With the limited support from the government, all
producers depend largely upon self-help. Since the SEP is based on self-reliance
capability improvement and has been well recognised by Thai people, particularly in
rural community, and been promoted as a core concept in two consecutive national
economic and social development plans by the government, it is selected as one of the
conceptual frameworks in this research. Due to resource constraints of MSEs and the
fact that silk are non-edible product, the application of the SEP in order to sustain the

silk cottage business in the agrarian community should be investigated.

2.5.2 Sustainable Livelihood (SL)

The livelihood concept was developed by Robert Chambers in the mid-1980s (DFID
2001). In the 1992 United Nation Conference on Environment and Development
(UNCED), SL has been promoted as an action agenda in the Agenda 21. As the
approach is based on the principles of people-centred, responsive and participatory,
empowerment, multi-level links and intersectoral focus, partnership working and
dynamic recognition, SL has become a tool widely used to understand the complexity
of livelihoods and find appropriate entry points in order to reduce poverty (Allison
and Horemans 2006; Korf and Oughton 2006; Singh and Gilman 1999). It has also
been implemented by many international agencies (e.g. The United Nations of
Development Programme (UNDP), Food and Agriculture Organization of the United
Nations (FAO)), bilateral donor (e.g. the UK Department of International
Development (DFID)), research institutes and NGOs (e.g. Intermediate Technology
Development Group (ITDG), Oxfam) (Livelihood Support Programme 2004,
Livelihoods Connect 2007; Oxfam 2006).
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According to UNDP’s definition (2001), livelihoods are described as the assets,
activities and entitlements which people exploit to make a living. Assets are defined
as not only natural/biological but also social, political, human, physical, and
economic. Then, the sustainability of livelihoods becomes a function of how men and
women utilize asset portfolios on both a short and long-term basis. DFID (2001)
indicated that SL concept is derived from “people’s capacities to cope with and
recover from stresses and shocks and maintain or enhance its capabilities and assets

both now and in the future, while not undermining the natural resource base”.

The broad goal of SL is poverty eradication which is essential to develop individual,
family and community capacities to improve their livelihood systems. It is important
to understand people’s coping and adaptive strategies, differing between genders, as
entry points for analysis. The SL framework (illustrated in Figure 2.4) developed by
DFID aims to enhance, understand and analyse the livelihoods of the poor. It requires
qualitative and participatory analysis at a local level to assess the effectiveness of

existing efforts to reduce poverty.

Considering people operate in a vulnerable context, which comprises of shocks (e.g.
natural disaster, sudden economic situation, disease or conflicts), trends (e.g.
population, technology or resources) and seasonality (e.g. in food availability,
employment opportunities or price) that people have difficulty with or no control over,
it is imperative to assess assets and poverty reduction factors. The five assets or
capitals in the livelihoods assets pentagon framework represent people’s capability
level to access these varieties of assets which enable people to adjust their livelihoods
strategies in pursuit of their livelihood outcomes. The centre of the pentagon

illustrates zero access, whilst the outer periphery represents the maximum access.

Furthermore, some factors, e.g. policies, institutions and processes, which influence
people’s abilities to develop the livelihood strategies, are needed to be considered.
The livelihood outcomes are set up by people in order to achieve their own livelihood
objectives (Baumann 2002; DFID 2001; Singh 2001; Twigg 2007).
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Figure 2.6: Sustainable Livelihoods Framework
(Source: DFID, U.K., 2001)

According to the studies by Bingen (2000) and Korf and Oughton (2006), the SL
approach enhances the understanding of the social structure and processes which
enable the identification of opportunities and constraints of people’s livelihoods. It
also increases the ability to analyse multi-level links between micro-level strategies of
people and meso- and macro-level of related factors which are affecting the
livelihoods. Consequently, the interventions which improve sustainable livelihood

outcomes are appropriately designed and implemented.

Given that the SL framework illustrates the interaction between livelihood assets,
vulnerability and transforming structure and processes, some weaknesses of this
framework are discussed. Maqueen (2001) and Pretty (1999) argued that the lack of
clarity defining and measuring assets may render the SL impractical and could
potentially lead to the failure on capturing the linkages and trade-offs between assets
(cited in Toner 2003). Neefies (n/d) also noted that the SL framework tends to be too
abstract for Oxfam field staff particularly in improving understanding between
poverty and environmental change. Political assets should be highlighted more

explicitly in terms of power differentials between different actors much more than
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presented in social asset. Clever (2001 cited in Toner 2003) and Brown (2006) also
stated that as the SL has been perceived as a development tool for individual,
household or community, it is likely to contribute to only changing livelihoods at the

micro level, and is unlikely to lead to policy changes at the macro level.

Regarding poverty eradication, a large number of the SL case studies have focussed
on maintaining and increasing stocks, food and income to reach basic needs (Neely et
al. 2004; Sustainable Livelihoods for Livestock producing Communities Project
2001), managing natural resources productivity (Chernia et al. 2007; Glavovic and
Boonzaier 2007); and obtaining ownership of and access to the assets and livelihoods’
practices (Beck 2001; Larson 2003; Singh and Gilman 1999). Some studies, however,
found that some important factors are not clearly addressed in the SL framework when
apply with business related livelihoods. Market, private sector, technology and gender
constraints and relationship between contemporary states and the market as well as
risk and uncertainty are required to be examined in order to enhance achievement of
the SL implementation (Albu and Scott 2001; Brugere and Lingard 2001; Middleton
and O’Keefe 2001; Tallontire et al. 2001).

Due to its people-centred, sustainable, participatory, empowering and multi-level and
holistic principles, the SL framework is selected to better data gathering and improve
capabilities analysis as well as encourage the development of participatory coping and
adaptive strategies of Thai MSEs with the SEP. The focus on the SEP with marketand
technology including the ethics and employment of entrepreneurs could complement
the possibility of sustainable development of MSEs business in the agricultural based

community in developing countries.

2.5.3 Cleaner Production (CP)

In the 1990s the world has experienced a watershed in terms of environmental
protection and management. With considerable pressure resulting from pollution
problems and intense business competitiveness, industry and business have been
forced by society, government and world economy to take a more environmental
stance. Several new concepts toward sustainable development have been developed

and promoted by these sectors as a key role in pollution source reduction.
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According to UNEP’s definition (2001), cleaner production (CP), known as Cleaner
Technology or Pollution Prevention or Waste minimisation (North America), is:

“A concept focusing on continuous application of an integrated
preventive environmental strategy to processes, products, and services
to increase overall efficiency, and reduce risks to humans and the
environment. Under present environmental, technological and
economic constraints, CP is a “‘win-win” strategy that not only
protects the environment, the consumer and the worker, but also
improving industrial efficiency, profitability, and competitiveness at

the same time”

As regards natural conservation, CP enhances the efficiency of the exploitation of raw
materials, water and energy. It also reduces the amount of waste discharge and the
public health and the environment impacts via reuse, recycling, treatment and disposal
(EPA 2006). With these advantages, a great number of enterprises in developing and
transition countries have adopted the CP concept to increase their competitiveness and

facilitate their access to international markets (UNIDO n.d.).

According to UNEP (2001), the CP assessment can be divided into 4 phases. Firstly,
the planning and organisation stage can start after the management commitment, CP
team organising, goal setting and systematic and comprehensive identifying method
planning. Secondly, the assessment procedure needs to study the material balance in
the process and to identify appropriate CP options that can reduce or prevent loss of
materials. The examples of CP options are presented in Figure 2.5. Thirdly, feasibility
analysis needs to prove each of the non-obviously feasible options is technically and

economically feasible and whether it contributes to environmental improvement.

Finally, implementation and continuation is the step of implementing the feasible
prevention measures and monitoring and evaluating the results achieved by the
implementation to ensure the ongoing application of CP (UNEP 2001).
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Figure 2.7: CP options to eliminate emission generation
(Source: UNEP, 2001)

Since 1996, CP has been introduced into the Thai industry sector with the support of
international organizations from the USA and some European countries (Mizuno
1999). Most factories, which were supported for training and demonstrating, are
SMEs. The implemented CP options are, however, not advanced in-depth because of
the lack of knowledge of efficiency technology, machinery and process operating.
Reuses, recycling of wastewater, good practice in management and basic energy
saving technologies have been popular options implemented in these SMEs (TEI
2000).

In order to improve environmental quality by expanding the application of CP into
other sectors and activities, the National Master Plan on Clean Technology was
developed and implemented in Thailand in 2003 (DPC 2002). Six sectors which are
promoted under the master plan include industry, agriculture, tourism and services,
finance, education and research and development. Furthermore, there are numerous
strategies to facilitate the revising of government and local authorities’ regulation to

support CP conducting at the community level.

Many research projects have studied the application of the CP concept in the textile
industry. Samuel and Larry (2004) noted that using greener and lower impact

chemistry and process optimization can make cost effective savings and reduce
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chemical usage in the process as well as reduce toxicity of the waste water from
operation. This also resulted in the reduction of aquatic toxicity in effluent and the
improvement of local water quality. Jain A.K. et al. (2003) reported that converted
activated carbon and activated slag developed from waste slurry samples of a fertilizer
plant and from blast furnace waste can be used as low-cost adsorbents for colour
removal from effluent. On the other hand, the application of regenerated natural
sources like plants for textile dyeing instead of synthetic dyes, can reduce chemical

load in waste water and result in ecological improvement (Bechtold T. et al. 2003).

Although a CP audit can systematically identify appropriate options that offer benefits
in both environmental and business aspects, there are some constraints associated with
this conceptual framework particularly in its implementation process in developing
countries. First, lack of awareness on CP concept among staff and lack of commitment
of the enterprises to CP may cause difficulties in the investigation of data about the
characteristics and the amount of used raw materials, water and energy and produced
wastes in the production process (Mitchell 2003). Second, Cushing et al. (1999) and
Magarinos (2001) stated that lack of knowledge of manufacturing and financial
benefit analyses, and of technical experts in CP audit leads to unclear sound incentives
that result in weak motivation in the uptake of CP practice. Third, lack of motivations
and incentives, such as laws enforcement, benefits from government support schemes,
financial supports and business opportunities, have impeded the small and medium
scale enterprises to adopt CP practice or reduce the environmental impacts to
acceptable levels (Berkel 2000; Huhtala and Ciccozzi 2003).

At present the increasing pressure on environmental management from policemen and
local authorities and lack of knowledge on hazardous waste treatment systems have
forced micro small producers to solve these problems by themselves. The incentives
of CP concept in terms of eco-efficiency and resource saving may suitably provide the
growing informal silk cottage industry alternative solution to reduce the
environmental impact from their production. The uptake of CP audit could provide
essential data for improving business competitiveness and local environmental
management. Therefore, CP has been employed as one of the potential framework to
investigate the environmental impacts of the silk-cottage industry and technological

capability in local community.
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2.6 Conclusion

The nature of development practice in Thailand over the last half century was largely
focussed on the modern sector. This has resulted in the majority of people who live in
the agrarian community to be highly vulnerable to poverty. Due to lack of serious
agricultural promotion in productivity and market as well as loss of young labours to
the manufacturing sector, the villagers need to rely on their natural resources to
increase their production yield and usually gain income at subsistence level. Villagers
have been encouraged by the government to use local skills and knowledge to
supplement their income. With inadequate support from government, there are
numerous MSEs in rural areas and in lower income groups in cities. These MSEs can
be divided into two types depending on its legal status: MSEs in the informal

economy and SMCEs in the formal economy.

Silk weaving, as an area of local expertise, has become an important additional source
of income for people in the north east of the country. Since the local silk business has
expanded by the previous government’s policy promotion, there has been a significant
positive impact of silk weaving on the rural economy. The negative impacts,
nonetheless, on social, health and environmental perspectives have started to cause
significant problems in the community compared to the previous subsistence

production.

Because of theirs similar goal in sustainable development, the SEP, SL approach and
CP concept are selected as main conceptual frameworks to used in this research in
order to investigate and develop an appropriate strategy for the sustainability of the

Thai silk cottage industry.

In next chapter, details of the research methodology, study scope, target group
selection, data sampling, and research methods as well as data analysis will be

discussed.
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Chapter 3
Methodology

The main conceptual framework and methods employed in the research will be presented
in this chapter. In order to gain a clear understanding of the impact on the livelihoods of
silk producers at community level, diverse data need to be collected using a range of
qualitative and quantitative methods. Due to a shortage of secondary data from the Thai
silk cottage industry, the empirical research was conducted to assess and analyse informal
silk MSEs and SMCEs. The Sufficiency Economy Philosophy (SEP) and other
sustainability concepts, namely the Sustainable Livelihoods (SL) framework and the
Cleaner Production (CP) concept were used for collecting, analysing and interpreting
data. The scope of this study and overall research methodologies are presented in section
3.1 and 3.2. Site selection criteria and data sampling in the preliminary survey are
discussed in section 3.3. The details of methods employed in this study are shown in
section 3.4 according to the type of production; i.e. modern or traditional. Data analysis

and summary are considered in sections 3.5 and 3.6, respectively.

3.1 Introduction

The high demand for silk products and the backing of Her Majesty the Queen of Thailand
have been vital instruments in stimulating the growth of the silk cottage industry in north
eastern Thailand. The shift from self-consumption to commercial production has had a
major effect on rural livelihoods. On the positive side, this shift has contributed to the
development of the local economy by diversifying the economic base of rural areas,
providing a much-needed resilience to rural communities. There have also been a number
of negative effects associated with the pursuit of commercial silk in rural areas. These
include the use of large quantities of chemical substances, dyes, wood and water in the
manufacture of silk, which have had an adverse effect on other agricultural economic

activities, the natural environment and people’s health.
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Since the majority of silk producers at the grassroots level are in the informal sector, it is
difficult to find information about the economic, social and environmental effects of silk
production. This is because the most available secondary data on silk production focuses
on sericulture, traditional silk production processes and the fabric design of the Small and
Micro Community based Enterprises (SMCEs). Moreover, there is limited publication
and media coverage on the effects of modern production methods in silk manufacturing
and the informal Micro and Small Enterprises (MSEs) which are key players in the silk
cottage industry. Due to the effects of pollution from informal MSEs’ silk production, the

informal MSEs are also targeted for study in this research.

3.2 Research Methodologies

In order to explore and obtain a deeper understanding of the livelihoods of silk producers
in MSEs and SMCEs and their effects on communities, both quantitative and qualitative
research was conducted. It was deemed that the results from a combination of research
approaches would provide a more accurate picture of the cottage silk industry in the
north-eastern part of the country, and possibly give an insight into the type of pressures

that rural enterprises in Thailand are currently enduring (Flick 2006).

Table 3.1 details the four phases of this research methodology. In Phase 1 the first
fieldwork was conducted between February and April 2004 and consisted of a
preliminary survey and review of secondary data as well as a survey of the study sites. In
Phase 2 the fieldwork survey data was analysed and interpreted in accordance with the
three conceptual frameworks. In Phase 3, the second fieldwork was conducted between
October and November 2005. Focus group discussions were employed to feedback the
survey results and investigate target groups’ opinion and their coping plans for sustaining
the silk business. Finally, in Phase 4 the data from both field trips was synthesised in

order to achieve the research objectives.
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3.2.1 First fieldwork
a. Preliminary survey and review of secondary data

When this study was initially launched, the aim was to investigate the Sato (local
fermented liquor) and other local distilled liquor industries in rural areas and their role in
supporting community livelihoods. One year into the study, these local liquor industries
at the MSEs level collapsed in Thailand because of overproduction, uncertainty of quality
control, and fierce competition in the market. This led to a re-design of the basic research
idea and a shift to another important cottage industry, silk production. A preliminary
survey and literature review were needed to explore the general data of the silk cottage
industry. In line with this requirement, production sites were visited to examine criteria
factors that were used for selecting target areas. Visits of extension officers and group
leaders also helped to ensure that sufficient cooperation and support would be obtained

when the fieldwork began.
b. Survey

In order to investigate the MSEs’” and SMCEs’ style of silk production and their impact
on silk producers and their communities, the survey was conducted in four silk
production sites in the Nakhon Ratchasima province (shown in Figure 2.2.) between
February and March 2004. As shown in Table 3.1, this fieldwork involved four types of
data gathering techniques. The first technique involved semi-structured interviews of key
informants that covered the SEP, SL and CP framework. The second technique consisted
of carrying out focus group discussions to understand the nature and mechanics of
business management on each production site. Thirdly, data about silk promotion plans
and policies at local and provincial level were collected by in-depth interviews of local
authorities, silk promotion related extension officials and health promotion officials.
Finally, the CP audits were conducted in two small and medium dye-houses producing
silk by modern style production methods and a micro-enterprise producing silk in the
traditional method. Samples of wastewater from the two different types of silk production
were sent for analysis of Chemical Oxygen Demand (COD) and Biochemical Oxygen
Demand (BOD).

-49-



3.2.2 Survey data analysis

The survey findings, in-depth interviews, focus group discussion and additional literature
review, as well as the CP audit, were analysed using statistical tools, coding procedure
and material balance analysis. The analysed data was then interpreted under the three

mentioned frameworks.

3.2.3 Second fieldwork

The analysed data and findings were fed back to the silk producers through focus group
discussions between September and November 2005. The aim of convening the focus
group had two fundamental objectives. Firstly, it aimed to explore the possibility of
stimulating and encouraging silk producers to develop their livelihood strategies, the SEP
framework. Secondly, it was to observe the similarities and contrasting responses of the
silk MSEs and SMCE in the development of a sustainability plan for their businesses and
the communities. In addition to the focus group discussions, in-depth interviews were
conducted to collect pertinent information on the silk promotion policies at national level.
The interviewees consisted of government officials in the Department of Industrial
Promotion and the Queen Sirikit Institute of Sericulture as well as the President of the
Thai Silk Association.

3.2.4 Data synthesis

All surveyed data and results from interviews and focus group discussions from the first
and second fieldwork were analysed and synthesised. The silk livelihood of MSEs and
SMCE were discussed and assessed in terms of their sustainability, and the three
frameworks used in this research were appraised with respect to their application to the

Thai silk cottage industry.
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Table 3.1: Field Research period, methods and expected results

Phase

Time
period

Methods

Expected Results

First
fieldwork

Feb-Apr
2004

Semi-structured interview

Details of silk producers, silk
production and impacts on local
economy, society and
environment

In-depth interview

Details of silk related plans and
policies as well as institutions at
local level

Focus group discussion
and SWOT analysis

Details of SWOT of silk
business in each group

CP auditing in SMCE’s
silk production

Details of input-output balance
in bleaching and dyeing
processes in traditional

production

COD and BOD analysis

Characteristic of effluent from
traditional and modern
production

Data analysis

May
2004-
Aug
2005

Data analysis

Data of silk MSEs and SMCE
presented in form of SL
framework

Second
fieldwork

Sep-Nov
2005

Focus group discussion

Silk sustainability plans of 2
groups of MSEs and a SMCE

CP auditing in MSEs’ silk
production

Details of input-output balance
in bleaching and dyeing
processes in modern production

In-depth interview

Details of silk related policies
and institutions at provincial
and national levels

Data
synthesis

Dec
2005-
now

Data synthesis

Details of silk production of
MSEs and SMCE and its
impacts on people’s livelihood
Factors for sustaining silk
livelihood
Suggestion for improving the
implementation of three
conceptual frameworks
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3.3 Target group selection

According to the literature review in Section 2.4.2, silk expertise and sericulture are still
plentiful and easy to find in the villages of north-east Thailand. The preliminary field
work in phase one of this research revealed that there are two types of production in the
silk cottage industry; modern and traditional. Hence, this research focuses on both types

of silk production in the northeast region.

Over the past six decades, modern production of silk fuelled by the growth of market
demand for silk products has promoted silk production as the main livelihood in many
communities. The modern style of production has had a much higher impact on rural
livelihood assets than traditional style manufacturing. Six villages in the Pak Thongchai
district, Nakhon Ratchasima province, a major silk production site in the country were
chosen to investigate the modern style of production. Because the majority of silk
producers in these villages are MSEs who run their businesses in the informal economy
and aim to maximise profit, this research will refer to this group of producers as MSEs

and this type of production as silk manufacturing or market-led production.

In terms of impact, the traditional style of production is not considered to be as intensive
as its modern counterpart. However, traditional production is popular with the majority of
silk producers in Thailand, and therefore the cumulative impact of this production style
may be significant. Two villages in the Sida district in the same province were selected to
collect data that is representative of traditional production techniques. Since the objective
of this production is to increase additional income, most silk producers have operated
their businesses in the form of SMCEs. The study will consider this type of production as

subsistent production in accordance with the SEP.

3.3.1 Criteria in target selection

Some of the key criteria of the SEP framework, e.g. group or networking arrangement,
resource management efficiency, and the attempts to solve local environmental problems,

were used to select the study site of modern silk production in Pak Thongchai.
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The criteria include;
e having at least one silk group operating in the area
e having environmental problems from silk production and;

¢ having been trained and had demonstrated the application of Clean Technology
(CP) concept in bleaching and dyeing process by the 11™ Region Environment

Office (11™ REO) in order to promote environmental awareness

The details of all study areas are shown in Table 3.2 and 3.3.

Table 3.2: List of villages, sub-districts and districts investigated in the survey

Villages Sub-district District
Doo and Doo Noak Mueng Pak
Don Khwang and Kud Kradi Ngew Pak Thongchai
Han and Han Tai Ta Ku
Fhake and Non Samran Sam Mueng Sida

Table 3.3: Relationship between criteria and selected targets

Criteria in target selection
Villages silk group environmental .
. CP training
operation problems
Doo and Doo Noak 4 v v
Don Khwang and Kud Kradi v v X
Han and Han Tai 4 v v
Fhake and Non Samran 4 X x




3.3.2 Target sampling

To access data from the informal producers who may be afraid of being taxed by local
authorities, it was essential to get support from group leaders in the communities as a way
to gently introduce the survey team and to ask for the co-operation of these key informal
producers. The sample units, particularly producers and other residents, were selected
randomly covering the whole village area. Like other survey research in developing
countries, Bulmer (1993) stated that it is difficult to do sample design in accordance with
the standard principle. The shortage of sampling frame and extensive information,
particularly in the informal economy, has promoted the implementation of non-

probability sampling in this research.

The sampling employed in the preliminary survey is based on the size of enterprise
(quota sample), the location on the map (mapping) and the availability of the respondent
(volunteer sample). At the same time, the other residents were selected by clustered
random sampling around the area near the silk producers’ houses. The map of the
sampled silk producers and community residents in four communities is presented in
Appendix 1. To assess the effect of the community development and silk promotion
policies, the village leader, TAO administration chairman, health promotion officer and
silk-related promotion officer were selected according to the level of responsibility in

their jobs and the on-site working period.

3.4 Methods

As mentioned in Section 3.1, the SEP, SL and CP have been used as main frameworks
for collecting data using six methods. Due to their different main interests in each
framework, the collected data from the five methods are different in detail. The
relationship between the study frameworks and the result from the empirical study is

briefly summarised in Table 3.4.
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Table 3.4: Relationship of the framework, research methods and empirical result

Framework Methods Empirical result
SL Transect walks | Data about infrastructure and natural resources in
the community and a map of targeted villages
SEP Semi-structured | The details of silk production in silk cottage
SL and interview industry and impacts of silk production at
CP household and communities levels.
SEP In-depth The silk related plans and policies at local,
and SL interview provincial and national level
SEP Focus group e The strengths and weaknesses of the producer
and SL discussion as well as coping strategy.
e The silk strategy plan for sustaining their
group’s businesses
CP CP auditing The input and output of materials in the silk
production process in the SMCE and MSEs
CP COD and BOD | The quality of wastewater from the bleaching and
analysis dying process

The details of employed methods and their relationship with the research frameworks are

presented in the next section.

3.4.1 Transect walks

Transect walks is one of the Participatory Rural Appraisal (PRA) tools used to observe
and obtain a horizontal view of an area as well as evaluate the environment and the
quality of the infrastructure of the study site. A map of each study site was drawn up to
use for sampling targets in the semi-structured interview process (The Sustainable
Fisheries Livelihoods Programme (SFLP) 2002).

3.4.2 Semi-structured Interview

Due to the limited literacy skills of villagers and lack of familiarity with self-completion
questionnaires, semi-structured interview was the method employed to collect data.
Oppenheim (1992) noted that this method provides a high response rate and that there are
more benefits from personal contact. The researcher can explain questions and observe
respondents’ behaviour as well as the local environment. Although this approach can be

undertaken by non-skilled interviewers, the shortage of respondents’ attention in the
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interview could cause biases. In order to reduce such errors tape recorders and
fieldworkers” group discussions were used to re-check and clarify ambiguous responses

from face to face interviews.

Questionnaires were designed using both closed and open questions under the three
frameworks. The interviews consisted of general details about the respondent, of the silk
production and of the impact on local economy, society and environment. The attitudes
of the silk MSEs and SMCE to applying the SEP and the CP concept to silk production
were also investigated. The details of the questionnaire are presented in Appendix 2. Due
to its reliability and simple format, the Likert scales were employed to measure attitude.
A respondent can score from one to five positions of agreement; strongly disagree,
disagree, uncertainty, agree and strongly agree (A.N.Oppenheim 1992; Alreck and Settle
1995).

The development of question scope under the SEP framework was based on the nine key
factors of the study on the application of the SEP in the Royal Chitralada Projects
initiated by the King of Thailand and the Nongpho Dairy Cooperative Limited under the
Royal Patronage (Punthasen et al. 2003). These factors were investigated within the five
categories of the questionnaire: producer, silk production, economic impacts, social
impacts, environmental impacts and attitudes. Other factors related to the SL and CP

framework were examined. The details of all these factors are shown in Table 3.5.
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Table 3.5: Detailed criteria factors in questionnaire

. Econo | So- .
Silk . . Environ .
Frame- Produ- -mic cial Atti-
Factors Produc- . ) mental
work cer - im- im- | . tudes
tion impacts
pacts | pact
Job creation v v v - v
Resource
utilisation v - - v v
effectiveness
Appropriate v i v v v
technology
Appro_prlat_e v i v %
production size
Long term v v v v v
SEP profit
Local raw General
ma@erlal data v v ] v v
sourcing and
local market
Business ethics v v v N v
Product
diversification/ v - - v v
flexibility
Risk v v ) ] %
management
Livelihood v v v v )
assets
SL Vulnerability i v v v % _
context
PIPs - v v v v v
Mater_lal i v v ] ] )
sourcing
Production i v v ) ] )
cp process
Environmental
- - - - v v
problems
Waste i v v i v ]
management
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To cross-check data, the question in each category was put to other stakeholders at both
village and district level. These included other residents, group leaders, village leaders,
local authorities, extension officers and an environmental promoting officer. Different
questions were asked in each group in accordance with their social role and responsibility
related to silk production. In total, the interviews were conducted to gather data from 36
producers, 6 group leaders, 81 other residents, 6 village leaders, 4 local authorities, 4
health promoting officers, 8 extension officers and 1 environmental promoting officer. A

detailed of responses summary and questionnaires are shown in Table 3.6 and Appendix 2.

3.4.3 Focus group discussion

Another effective tool employed in the field research for gathering data and developing
strategy plans is focus group discussion. Krueger and Casey (2000) stated that this
method helps the researcher to gain insight about the particular topic because selected
participants are asked to share their perceptions and thoughts freely without pressure. The
observation of nuances of voices, expression and manner, as well as interaction in
discussion, could increase the understanding of the relationship and the attitudes and
opinions of group members. The combination of this practice with other research
methods can increase more specific empirical findings and the clarification of obtained

information from other approaches (Morgan 1997).

In the first phase of the study, the focus group discussion technique was implemented to
enable micro-enterprises in the self-analysis of their businesses. The SWOT (Strength,
Weakness, Opportunity and Threat) analysis was used as a framework for the discussion.
This participatory method can assist in the assessment of coping strategies, entitlements,
assets and information and enhance the understanding of the assets and the potential for

vulnerability in business (Alreck and Settle 1995).

Due to time restrictions and an annual trade fare in the provincial city, all silk producers,
who were key informants, had to participate in order to sell their products and to receive
awards from the provincial silk contest. The focus group was only held in the Baan Doo
villages. Participants of both genders were selected from the members of the Baan Doo

silk weaving group and independent silk MSEs in the villages. The snowball sample
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(whereby the group leader starts the invitation process) was employed to select

participants for the discussion of this informal business.

Table 3.6: Detailed summary of responses

Topics

Target groups

Pak Thongchai

Sida

Question Topic

Silk producer

27 Producers
5 Group leaders

9 Producers
1 Group leaders

Producer’s general data
(gender, age, education,
etc.)

Silk production

27 Producers

3 Group leaders

1 Silk related
promoting officers

9 Producers

1 Group leaders

2 Silk related
promoting officers

Production style,
production capacity,
production cost, products,
income, market and
distribution, financial
data, external support etc.

Local social | 27 Producers 9 Producers Relationship between
and economic | 3 Group leaders 1 Group leaders producer and
impacts 62 Other residents | 19 Other residents | neighbourhoods and
6 Village leaders | 3 Village leaders | community, Community
3TAO 1TAO development and local
administration administration economic contribution
chairmen chairmen from silk production etc.
1 Silk related 2 Silk related
promoting officers | promoting officers
Local 27 Producers 9 Producers Degree of environmental
environmental | 3 Group leaders 1 Group leaders problem from silk
and natural 62 Other residents | 19 Other residents | production, Solid and
resources 4 Village leaders | 2 Village leaders | waste water management,
impacts 3TAO 1TAO Water and fuel supply,

administration
chairmen

1 Silk related
promoting officers
1 Environmental
promoting officer

administration
chairmen

2 Silk related
promoting officers
1 Environmental
promoting officer

etc.
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Since a SWOT analysis of Baan Fhake and Non Samran silk SMCE (Suranaree
University of Technology 2003) and of silk SMEs in Pak Thongchai had been conducted
in 2003, it was decided to use the recent secondary data of the SWOT of these silk
businesses for the purposes of this study. However, the SWOT analysis of the silk MSEs
in Baan Han and Han Tai villages was conducted in the second phase, due to the

unreadiness for group discussion of silk MSEs in the first phase.

In the second phase of the empirical research, the analysed data from the SEP, SL and CP
frameworks was communicated through focus group discussions to the MSEs in Baan
Doo and Doo Noak villages and the Baan Han and Han Tai villages and to the SMCEs in

Ban Fhake and Non Samran communities.

According to the SEP framework, it is essential to encourage people to evaluate what is
reasonable to expect from their livelihoods by considering moderation and
reasonableness of their previous and current livelihood. This self-awareness could then be
developed to recognise and reduce risks from fluctuating factors. Since all producers had
had free time for two to three hours in the evening, the focus group discussion was held
over two days. The first day consisted of a feedback of the synthesised data and a
discussion about livelihood strategies and expected outcomes as well as the possibility of
applying the SEP to the silk livelihood. The aim of the second day was to stimulate the
participants to develop strategic plans for improving the sustainability of the silk
livelihood. These plans include marketing, social development, environmental
management and production improvement. The profile of the participants and focus

group topics are summarised in Table 3.7 and 3.8.
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Table 3.7: Summary of focus group participants

Villages No. of Description of group
participants

Baan Doo and Doo Noak 13 Silk MSEs, members of silk
weaving group and workers
Baan Han and Han Tai 14 Silk MSEs, members of silk
weaving group and workers

Ban Fhake and 16 Administrative team

Non Samran and members of SMCE

Table 3.8: Discussion topics and used tools

Topic discussions

PRA tools and techniques used

Livelihood strategies

Time trends

Facilitated discussion

Livelihood outcomes

Facilitated discussion

Ranking

Applying SEP in silk MSEs

Facilitated discussion

Marketing

SWOT analysis
Marketing Mix

Social development

Facilitated discussion

Environmental management

Seasonal calendar

Ranking

Production improvement

Seasonal calendar

Ranking
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3.4.4 In-depth interview

In-depth interview is a significant tool in qualitative research as the interviewer has the
flexibility to ask questions that provide the opportunity to explore deeper understanding
of issues or the discovery of new issues from the informants (Jones 1985). However,
some interviewing errors and ambiguous questions in the interviewing process and data
analysis can affect the reliability and validity of data (Alreck and Settle 1995).

In this method, open-ended questions were asked to stimulate and provide interviewees
with the freedom to talk in order to achieve important information about previous and
present policies and plans related to the silk cottage industry and silk business that they
are involved with. In terms of government plans and policies, the question focussed on
the provincial silk strategy, the OTOP policy, and future plans for the promotion of the
silk cottage industry. Non Government Organisations (NGOs), e.g. silk network groups
and the Thai Silk Association, which promote the silk cottage industry at village, regional
and national levels, were interviewed to gain more understanding of the silk business and
market from the private sector’s viewpoint. Moreover, this method was used to invite
comment on draft silk strategy plans, which are developed by the target groups in the
study, from the related silk promotion agencies. Personal interviews and telephone
interviews were conducted in order to facilitate the respondents and follow up the

questionnaire results. The list of these informants is presented in Table 3.5.
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Table 3.9: List of the organisations surveyed by interview

Type of
Organisation

Level

Organisation

Government

Local level

Ministry of Industry

Nakhon Ratchasima Industrial Office
The 6" Regional Industrial Promotion Centre

Ministry of Agriculture and Cooperatives

Nakhon Ratchasima Sericultural Research Centre

Ministry of Interior

Nakhon Ratchasima Community Development
Office
Pak Thongchai Municipality

Ministry of Education

Suranaree University of Technology

National

level

Ministry of Agriculture and Cooperatives

The Queen Sirikit Institute of Sericulture

Ministry of Industry

Bureau of Cottage and Handicraft Industries

Development, Department of Industrial Promotion

Non-
Government
Organisations
(NGOs)

Local level

North-Eastern Silk Net

National

level

The Thai Silk Association
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3.4.5 CP preliminary audit

The CP audit is a process assessment to identify the source of waste production and
identify the CP option for reducing waste or improving the efficiency of the process. The
procedure of the CP audit consists of five steps: planning and organisation, pre-
assessment, assessment, feasibility study and implementation. The flow chart of these
procedures is shown in Figure 3.1 (UNEP 2004).

In this research, the objective of employing the CP audit is to assess resource
consumption and waste production in the silk production process. This data could support
the development of local resource management and waste management as well as
increase the competitiveness of the silk cottage industry. In order to gather these data,
only the first three steps were conducted in this study.

[ Recognized Need for Cleaner Production l

v

l 1. Planning and Organisation

v
| 2. Pre-Assessment Phase |‘T

v

| 3. Assessment Phase | Continuation of the
v Cleaner Production

| 4.Feasibility Analysis Phase Programme

v
[ 5. Implementation and Continuation
L

] Project Results Assessment |

Figure 3.1: Flow chart of the CP assessment in industries
(Source: UNEP, 2004)
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To plan and organise the CP assessment, the researcher informed group leaders and
producers about the advantages of the CP assessment. Potential producers were identified
and asked to cooperate in the CP audit. The pre-assessment of the silk production process
was conducted through semi-structured interviews and observation. The outcome of his
assessment revealed that the bleaching and dyeing stages are the most significant

processes in terms of consuming resources and producing waste.

An assessment of these key processes was made to develop a material balance and
identify CP options. Two dye houses in Baan Doo Noak and Baan Donkhang villages
were selected to represent modern production and two other houses in Baan Fhake and
Non Samran villages were chosen to represent traditional production. Two research
assistants, from the local universities who were trained on the CP audit were recruited to
evaluate the processes in each mode of production. The amount and type of consumed
resources and emerged wastes in each step of the process were identified in the material
balance diagram. Then, the CP options were developed to reduce wastes and the health
and safety effect in these processes. The result of the CP assessment is presented in

Chapter 4, 5 and 6, whilst the CP options are shown in Appendix 3.

3.4.6 Chemical Oxygen Demand (COD) and Biochemical Oxygen Demand (BOD)

analysis

Silk production has boomed in the villages over the past years. The lack of waste
treatment systems in these rural areas has raised questions about the impact of the
untreated effluent on the silk production sites. Identifying the effluent characteristics
could increase understanding and help local communities and related organisations to

find suitable solutions for waste reduction and local environmental management.

Even though the qualitative data on environmental impact of silk production was
gathered from the stakeholders, scientific analysis of the wastewater is also essential.
Two popular indicators, COD and BOD, were selected to rapidly measure the quality of
the waste water sample in a laboratory test. These indicators are commonly used to
indicate the effect of pollution and whether or not it could have a negative effect on living

organisms in the water (Moss 1998). Waste water from the bleaching and dyeing process

-65-



was collected from four different sites of silk production and also from a public pond.
The samples were then sent for analysis at the laboratory of the Suranaree University of
Technology (SUT) and the 11"™ REO. The result of this analysis is shown in Chapter 4
and 5.

3.5 Data analysis

Because of the shortage of secondary data from the silk cottage industry and the informal
business of MSEs, the integration of quantitative and qualitative research was
implemented to investigate the overall nature of MSEs and SMCE livelihoods and the

impact of silk production in communities.

3.5.1 Quantitative data

Since there were a small number of respondents in the survey, the survey data were
analysed and interpreted by basic statistical tools. In order to examine the relationship
between variables from a set of quantitative data from the survey, frequency distribution,
such as percentage and ratio, was used to interpret survey result. Moreover, the mean,
which is a common average, was used to describe the most typical response of
respondents (Fielding and Gilbert 2000). Due to its limitation with the nominal and
ordinal data and extreme values, this study used the mean to interpret the result of

people’s attitudes.

3.5.2 Qualitative data

Data from focus group discussion and in-depth interview methods was transcribed and
analysed by qualitative content analysis. The content analysis is a method to create valid
inferences from textual material by using a set of paraphrased statements. Due to its
systematic and objective manner, this approach can be used to determine relevant
characteristics of messages. The example of this method’s application are coding open-
ended questions in survey, disclosing the attention of group, explaining attitudinal and

behavioural responses of communicator, etc. (Riffe et al. 2005; Weber 1990).
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As the aim of content analysis is to reduce textual material to manageable data, it is
essential to paraphrase material that is related to the research question and generalise the
statement. Similar generalised statements are categorised and connected to develop
concepts and theories that describe the findings (Daymon and Holloway 2002; Flick
2006). However, the emphasis on statements which are related to the research question is
a weakness of this analysis, particularly in overlooking the interaction between

participants (Silverman 2006).

3.5.3 SWOT analysis

In order to examine the performance of the silk micro business and the current market
situation, a SWOT analysis was conducted to encourage the silk MSEs and SMCE to
identify their strengths, weaknesses, opportunities and threats. This technique is popular
with businesses for marketing purposes and overall strategic planning (Kern 2001). In
addition, the matching positions of strengths and weaknesses with opportunities and
threats could lead to a process of strategic development which may improve the success

of their businesses in the future (Formisano 2004).

3.5.4 Mass balances

Based on the law of conservation of mass, which states that mass cannot be created or
destroyed, mass balances or material balance are methods that chemical engineers use for
accounting for the total mass that is involved in the process (Griskey 2000). Mass
balances are used to evaluate materials and energy consumption and emerged wastes
from the process. Since they can monitor the input and output which help in budget
calculations, these approaches become popular tools in the CP concept. Moreover, the
analysed data could help to improve not only waste reduction, but also effective use of
resources (EPA 2001; Office of Technology Assessment 1995).

In this research, the input and output in bleaching and dyeing processes were audited and
analysed by the total mass balance equation. Due to their batch processes, the equation

can be written as:

Total Mass In = Total Mass Out
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3.5.5 Interpretation

As shown in Figure 3.2, the analysed data was interpreted and presented mainly with
regard to the SL framework. Other data which is not clearly indicated in the SL
framework, e.g. technology, markets, ethics, etc., will be interpreted by different
frameworks. For example, the details of input and output in the bleaching and dyeing
processes is analysed by the CP concept and illustrated in the mass balance flowchart.

Meanwhile, the rest of the data will be interpreted in terms of the SEP.
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Figure 3.2: Relationship between data interpretation and three employed frameworks
(Source: Survey data, 2004)
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3.6 Conclusion

The study of the Thai silk cottage industry in both the formal and informal sector needed
to be investigated through fieldwork due to the lack of secondary data on the silk
livelihood and its impacts on community. In order to understand these complex
relationships, qualitative and quantitative data were collected from one traditional
production site and three modern production sites in Nakhon Ratchasima province, the

largest production site for the silk cottage industry in Thailand.

In the fieldwork, transect walks, semi-structured interviews, focus groups discussions,
and in-depth interviews were employed for gathering data. The CP preliminary audit and
COD and BOD test of effluent were conducted to gain more understanding about the

consumption of resources and the waste production in the production process.

Quantitative data were analysed using statistical tools, whilst content analysis was used to
analyse qualitative data. Data from the CP preliminary audit was analysed and illustrated
by the mass balances technique. Business and market data were examined by SWOT

analysis technique.

The SL framework was used to interpret the relationship of the silk cottage industry
within communities, whilst the SEP was employed to interpret data and encourage silk
producers to develop a strategic plan to sustain their businesses and communities.
Regarding the different production formats of the silk cottage industry, the results of the
survey and data analysis of modern production silk MSEs are presented in the next
chapter.
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Chapter 4
Result of Silk Production Livelihoods Survey
in Pak Thongchai

This chapter presents the results of the investigation into silk craft production and
livelihoods of MSEs in Pak Thongchai. To gain more insight into this type of
production, the background of the silk MSEs’ development will be outlined in the first
section. The Sustainable Livelihood (SL) approach was employed to explore the
vulnerability context, associated with the silk producing areas, which includes trends,
seasonality and institutions that have a bearing on the health of silk enterprise.
Livelihood assets, policies, institutions and processes, livelihood strategies and
livelihood outcomes are also discussed. The Cleaner Production (CP) concept is
applied to explore the production line process, focusing particularly on the most
pollutant producing aspects. Certain key components of the Sufficiency Economy
Philosophy (SEP) application in Thai SMEs which were not specifically categorised

in the SL framework such as technological and market factors are also examined.

4.1 Overview of Pak Thongchai Silk MSEs

Agriculture, such as rice growing and cattle feeding, is used to be a major livelihood
for villagers. According to the group discussions, there has been a recent watershed in
the Pak Thongchai silk production. When the cottage industry in the Pak Thongchai
municipal area was established in the late1960’s, silk weaving work was sub-
contracted to villagers outside the municipality and had become a regular source of

supplementary income.

Since the 1980s, increasingly MSEs (freelance workers) have taken on the role of
SMEs in terms of silk production. As part of the aim to produce mass quantities of
fabric, division of labour and new production tools have been introduced into the
villages and nearby communities which promoted silk production as the main
livelihood for both women and men. In this research, 80 female (20 producers, 53
other residents, 2 group leaders, 1 village leaders, 3 health promotion officials and 1



silk related promotion official) and 27 male (10 producers, 8 other residents, 1 group
leader, 5 village leaders, 3 TAO chairmen) were interviewed. The details of producers
categorised by gender and age distribution are presented in Table 4.1. The
significance levels of the probability values of producers’ data between two variables
- gender and age distribution — and between modern and traditional type of production
are further presented in Appendix 2.9.

Table 4.1: Details of surveyed silk producers in Pak Thongchai

) Gender Age distribution
Villages
Female Male <35 | 35-44 | 45-54 | >55
Doo and Doo Noak 7 4 - 4 6 1
Don Khwang and Kud Kradi 6 3 2 2 3 2
Han and Han Tai 7 3 3 3 3 1
Total 20 10 5 9 12 4

From the survey of 27 producers and 3 group leaders® in 6 villages in Pak Thongchai,
it was found that the number of entrepreneurs in Pak Thongchai increased to more
than 56 per cent of the total producers after the economic crisis in 1996-1997. In Baan
Doo - Baan Doo Noak villages and Baan Han-Baan Han Tai villages, the figure has
dramatically increased by 90 per cent and 80 per cent respectively. Nearly three-
quarters of producers have started to produce silk as a new business because of market
demand, whilst one-fifth of producers developed silk weaving from their family
activities. As a consequence of the implementation of the village fund loan in 2003, it
is believed that every household in villages became silk entrepreneurs. In turn, SMEs
have become more like middlemen in the silk trade. This shift is partly due to the
desire on the part of SMEs to take less business risks following the 1997 financial
crisis. Furthermore, interviews with silk producers who lived in non-municipal areas
revealed that the enforcement of the municipal wastewater discharge fee has been
another motivation for SMEs in Pak Thongchai municipality to subcontract the

production order to the MSEs.

! The other two groups’ data is not shown because those are not yet formally operating as a group




The survey showed that nearly all the respondents (97 per cent) indicated that silk
production is their main source of income. As shown in Figure 4.1, approximately 63
per cent of responses are independent entrepreneurs in villages, while the rest describe

themselves as group members.

14
12
10

Number of 8 m Female

producers g

Private Group

m Male

4
2
0

Type of business

Figure 4.1: Number of producers categorized by gender and type
of business in Pak Thongchai
(Source: Survey data, 2004)

According to the Thai SME definition” and the number of employees being hired per
one loom production®, the size of enterprises in the survey site can be categorized into
4 groups; 7 per cent of producers are micro (< 4 looms), 77 per cent are small (4-25
looms), 3 per cent are medium (26-110 looms) and 13 per cent are large enterprises (>
111 looms)*.

From Figure 4.2, it is evident that the number of silk entrepreneurs in the villages has
doubled since 1999. This significant boom in silk production at village level was the
reason given for this increased activity, according to the Baan Doo silk weaving group
leader. As a result of the large number of purchasing orders from SMEs in Pak
Thongchai municipality and the promotion of village funding policy, many freelance

% Thai SMEs definition is divided into 4 sizes of enterprise by the number of workers; micro (<10),
small (11-49), medium (50-199) and large (>200) [National Statistic Office]

® It is estimated that one loom of silk production can provide many different jobs (for six people at
least)
* See Appendix 4.2 for more details in employment
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home-workers and unemployed workers have become silk entrepreneurs. The size of
new enterprises is mostly small and medium according to their capital and

accessibility to financial loans.

18

16

14 -
12

10 @ Micro (<4 looms)

0O Small (4-25 looms)

B Medium (26-110 looms)
o Large (> 111 looms)

Number of producers

0 | .

Before 1979 1979-1988 1989-1998 1999 - up to
now

Business start year
Figure 4.2: Number of enterprises categorized by size and
business start time in Pak Thongchai
(Source: Survey data, 2004)

From the interviews and observation, the production processes adopted from factory
manufacturing can be classified into consecutive steps; bleaching and dyeing silk
yarn, spinning yarn, reeling warp thread on bobbins, reeling weft thread into shuttles,
reeling warping frame and storing with reeds, tying warp with heddle and beater and

weaving. The diagram of whole production process is illustrated in Figure 4.3°.

® The pictures of silk production process in MSEs are shown in Appendix 3.1
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Figure 4.3: Silk production process in Pak Thongchai

(Source: Survey data, 2004)
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Producing on a mass-scale with limited resources, these MSEs have to use division of
labour in their craft production. Most recruitment of labour takes place in the villages
and surrounding areas. To control quality and centralization, manufacturers will send
the dyed thread and other equipment to the auxiliary craftspeople in each stage of the
process. After finishing their task, the craftspeople deliver the finished tasks to
manufacturers who then inspect the quality of work before sending to the next
craftsperson and finally to the weaver. These craftspeople will receive payment for
the piece and any new order. In order to increase their capacity, some essential tools
e.g. percussion looms, are also provided to the weaver by these enterprises. Therefore,
it is necessary to hire 6-8 craftspeople to produce a roll of silk fabric depending on
how much of the process can be done by the enterprise themselves, like bleaching and

dyeing, spinning yarn or weaving.

4.2 Vulnerability contexts

421 Trend

The most important positive trend affecting the silk business of MSEs is a regional
promotion of traditional silk thread production and a new national silk fabric standard.
To compete with the largest silk producers at regional and international level, such as
China, Vietnam and India, traditional silk yarn has been promoted to be used as the
premium product. With its unique characteristic of thread, some representatives in
both government and private sectors indicated the fabric made from this type of silk
yarn could potentially develop and build its own niche market; and the interview with
Mr.Setr Vanijvongse, the president of Thai silk association. The change of the main

livelihood from agriculture to silk production and the emigration

of young labour force to the city make villagers vulnerable to food and economic
insecurity. With time and labour constraints, several MSEs indicated that they had let
their land to landless farmers or reduced the scale of rice planting in order to satisfy
annual household rice needs. In recent years, regular visits by various fresh food and
ready meal mobile vendors to the villages could imply that most villagers prefer
buying to producing or making food themselves



4.2.2 Seasonality

The effect of seasonality on the silk livelihood of MSEs can be categorized into two
issues: production cost and production capacity. Since the Pak Thongchai district
started producing silk fabric on a commercial basis, silk cultivation has faded away in
villages because people have no time for this delicate work. All producers need to
order all silk yarn from the big silk manufacturers, middlemen and farmer groups
which rear silk worms on a large scale. From the interview with producers, it is found
that the market price of thread varies all year round and depends on the silk yarn
supplier. The more the market demands, the more the price increases. At times the
price can even vary within a single day. This unstable trend discouraged MSEs from

investing money in maintaining their thread stock.

The peak time for silk marketing is in the dry season in line with the large number of
festive celebrations and ceremonies in the country which take place after the harvest
period. Despite the high demand for fabric in this season, the fabric quantity can not

increase much because of the shortage of labour during the harvest period.

4.2.3 Shock

As a consequence of wholesale distribution combined with strong competition in the
market, middlemen have become more powerful and often pay by post-dated cheque
which can take up to 3 months to clear. Sometimes these middlemen pay for large
amounts of fabric using bad cheques and then disappear. A recent major case of fraud
in Pak Thongchai in 2002 resulted in not only the loss of 300,000 GBP or 515,385
USD® silk fabrics in the whole district, but also the collapse of wholesale prices.
Because large quantities of silk fabric from the fraud had been sold at a very low
price, other wholesalers had to sell the fabric at the same low price. Over the past five
years, profit decreased more than 50 per cent, which had a serious impact on

producers’ profits.

® The data is based on the calculation from the sale price in February-March 2004 and the exchange
rate in
April 2004 at 1Great Britain Pound (GBP) = 67 Thai Bath (THB) or 1 US Dollar (USD) = 39 THB



In recent years, drought conditions have been more severe and lasted longer in
Thailand. During group discussions in 2005, producers in Baan Doo reported almost a
whole year of drought in the area (July 2004 to July 2005). This situation delayed all
crop planting and harvesting schedules as well as having a drastic effect on
productivity of both food crops and mulberry. This led to food insecurity in the
community and soaring silk thread prices. Moreover, Baan Doo’s MSEs needed to
start purchasing increased amounts of water again from the mobile vendor for

production and daily use.

The rise of world oil prices in 2005 has seriously affected the Thai economy. The high
inflation rate made people become less inclined to spend which led to a slump in
market demand and sales of luxury products such as silk fabric. However, raw

material prices and distribution costs increased dramatically.

4.3 Livelihood Assets
4.3.1 Human capital

As previously mentioned, the ancestors of the Pak Thongchai people were the Tai Lao
who passed on their knowledge of silk manufacturing through the female line. Since
the introduction of percussion looms and the growth of the silk business in the early
1960s, men have started to become involved in silk production, especially in physical

demanding processes like dyeing and weaving.

The survey of 27 producers and 3 group leaders showed that two-thirds of
respondents are female. About 70 per cent of respondents are between 35 and 54
years old (shown in Figure 4.4). More than half only have primary level education and

80 per cent of the entrepreneurs have medium sized families (4-6 people).
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Figure 4.4: Number of producers and group leaders categorized
by age and gender in Pak Thongchai
(Source: Survey data, 2004)

Due to its informal status and the division of labour in the production process, the
skills transfer focuses on a specific process, not the whole procedure, depending on
the trainer’s skill and trainee’s interest. More than half of entrepreneurs have derived
their silk know-how from the family. About 40 per cent of enterprises make silk on a
trial and error basis only, whilst the rest consult the experts to produce and improve

production.

In order to investigate health impacts from silk production, the producers, other
residents and health promotion officers were asked about their opinions on statements
about the emerging of four silk-related symptoms between two periods of time; when
silk was a supplementary source of income and when silk becomes the main source of
income. The producers were asked questions relating to the health effects of silk
manufacturing in their family members and non-family members (workers or other

community residents).

Similar questions were raised with other residents about health impacts they were
aware had occurred to other community residents. Table 4.2 shows the results in
terms of average frequency percentage of only those respondents from each category
who agreed there was an increase of health effects, though some respondents
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indicated there was either no difference or a decrease in the frequency of these health

problems.

Table 4.2: Health impacts from silk production on producers
and other residents in Pak Thongchai

Percentage of agreement

Effected system Producers Other Symptoms
residents
Family | Non-family | Community
Respiratory 29.4% 57.1% 61.5% Allergic to dust, irritated
system eyes, nose and throat,

breathing problems when
exposed to silk dust in the
spinning and reeling process.

Dermatology 17.6% 28.6% 48.1% Rashes when exposed to silk
system dust and thread, especially in
local silk yarn, in the
bleaching and dyeing,
spinning and reeling process.
Sometimes people felt hurt
when the weather was hot

and they got sweaty.
Nervous 70.6% 85.7% 44.2% Anxiety, stress and
system headaches, particularly

among entrepreneur when
the fabric price fluctuates.

Muscular 64.7% 57.1% 71.2% Muscular aches and sprains
system when working in the same
position for a long time

More than half of the producers and other residents agreed that the muscular
symptoms have increased since silk becomes the main source of income due to long
working hours, attributed to activities related to silk production. Whilst other
symptoms were indicated differently depending on the information obtained from

each respondent groups and the subcontracting tasks exposed to chemical substances.

Although chemical substances have been used in production for over two decades,
only a few manufacturers seem to be aware of the hazards involved and work safety.
As a result, health and safety problems mostly relate to exposure to chemical
substances and dyes, particularly in bleaching and dyeing as well as spinning and

reeling thread. Most entrepreneurs hire skilled labourers, however, some producers do




the bleaching and dyeing of silk yarn themselves. It appears that the illnesses occurred
among workers or other community residents more than among the entrepreneurs’

family members.

Meanwhile, the survey of local health promotion offices revealed that three out of
four of these offices did not identify the relationship between these symptoms and silk
production due to insufficient data. This is because most producers, who have good
financial status, prefer going to the district hospital or private clinic than to health
promotion centres. Only the officers responsible for health promotion in Baan Han
area reported that these illnesses, particularly in the respiratory system, would
possibly increase in the future. Other symptoms of ill health were found, for instance,
inflammation in the uterus and vagina from weaving for a long time as well as nausea,
headaches, vomiting and fainting from the odour of chemical substances and
wastewater. Greasy and solid waste in waste water usually blocked the drainage
system and could be a reproduction source for flies and mosquitoes.

Although the majority of the respondents agreed that silk livelihood has enhanced the
transfer of local traditional know-how, there are still concerns about the shortage of
skilled young labour and successors as well as the change of traditional know-how of
this livelihood in the future. Since most skilled craftspeople and weavers are in their
late forties, fifties and sixties, one large enterprise owner strongly indicated that she

might have to stop her business when her skilled workers retire.

Table 4.3 illustrates the survey result in producers, group leaders and other residents
about silk know-how transference. It shows that since silk became the main source of
income, there is an increase of the revival or re-innovating of silk traditional know-
how in the process of recruitment and know-how transferring to the younger
generation. This knowledge includes the techniques in spinning traditional silk yarn
and weaving old pattern fabric by using percussion loom. It was found that much of
the transfer of know-how occurred within the family or in private factories via the
informal training system, except the current silk weaving and designing training
supported by government agencies. Furthermore, some respondents believed that this
knowledge transfer was largely focused on industrial style tasks, which are not related
to the local traditional silk know-how. This can be seen in some students, who were
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open to doing part-time jobs, have learned how to spin silk yarn by using machine in

the factories.

Table 4.3: Silk know-how transference since silk became

the main source of income in Pak Thongchai

Percentage of agreement

Silk know-how transference Producers | Other Village TAO
residents | leaders
Increasing the revival or re- 57.1% 64% 50% 33.3%

innovating of silk traditional
know-how transferring

Not different from the traditional 32.1% 9.8% 16.7% 33.3%
silk know-how

Not involved with the traditional 7.1% 26.2% 16.7% 33.3%
silk know-how at all

Decreasing the know-how 3.6% 16.7%

transferring due to the shortage of
younger worker and the current
uneconomic business

Due to the increase in the length of compulsory education (from 6 years to 9 years)
and its lack of relevance to local livelihoods curriculum, the younger generation of
Baan Han village preferred to study further and to join the white collar workforce.
Meanwhile most of the young generation of Baan Doo are likely to remain as blue
collar workers since they do not progress beyond the compulsory education level.
Although there was an attempt to promote silk weaving as a supplement to the
curriculum in Baan Doo primary school in the past three years, this skill is difficult
for children to acquire. Furthermore, the price of silk yarn was increasing which made
it difficult for the school to afford such training on a long term basis and was

subsequently discontinued.

From the in-depth interviews of the village leaders, it was found that the dramatic
increase in industry investment has exacerbated the shortage of young labour in silk
craft production. Conversely, the former abbot of Bhodi Sri temple in Baan Doo and
other manufacturers had an interesting view regarding how silk production in Baan

Doo may still keep going.




“Most children in this village will be trained at least to know how to spin
silk yarn because they are brought up with silk production. Working in a
factory after graduating from secondary school, these children can not
work in these types of jobs for a long time. This is because employers
tend to lay off older workers who are less efficient and more expensive to
employ. Many have decided to go back home again, so silk production
may offer a safety net for those who already have some basic skills. In
addition, this is a chance to work independently and to be an owner of

business”

The silk weaving training scheme in Baan Han seeks to support the development of
silk production as a safety net for local people by training mainly women over 35
years old, who can not find any job in the formal sector and want to earn additional
income as silk weavers. The interview showed that the training course was successful
in producing a number of weavers because most trainees have learned some silk know
how from the family since they were young. Nevertheless, the survey also revealed
that silk know-how would be transferred less within the family if the current situation
of dwindling markets and impoverished business was not improved. Currently no
manufacturers are encouraging their own children to work in silk production as a

cottage industry.

4.3.2 Social capital

Since the income of producers in the district has increased, their lifestyles are
changing as a result of production. All data was provided by the producers, other
residents, village leaders and TAO representatives in 2004. Table 4.4 shows the
percentage of agreement on statements about the impacts of silk production on the
producers, other residents and whole communities between two periods of time; silk
production as an additional source of income and silk production as a main source of
income. The result is presented in terms of the average percentage of impact

frequency.



Table 4.4: Social impacts from silk production on producers and communities
in Pak Thongchai

Impact

Percentage of agreement

Producers

Other
residents

Village
leaders

TAO

Positive impact

Enhancing the ability to
support their children’s
education higher than
compulsory level (Grade
9)

Creating jobs in local areas
Decreasing family
members’ migration to
work

Increasing time for
communicating within
family

Enhancing the relationship
between producers and
neighbours

Enhancing the relationship
between producers and the
community

Participating more in
community activities
Providing more
cooperations in
community development
activities

Contributing to the
community development

88.9%

100%

29.6%

65.4%

44.0%

60.7%

64.0%

53.3%

67.9%

96.7%

27.4%

42.6%

56.7%

63.9%

61.3%

83.3%

83.3%

50%

66.7%

100%

33.3%

66.7%

66.7%

33.3%

100%

Negative impact

Decreasing the
relationship between
producers and neighbours
due to a need of time for
the silk business and
production

Decreasing the
relationship between
producers and the
communities due to the
business competition and
pollution problems

8%

3.6%

8%

13.1%

33.3%

33.3%

33.3%




Percentage of agreement

Impact Producers Other Village TAO
residents leaders
Negative impact
e Having less participations 16% 8.3%
in community

development activities

e Having adverse effects on
the community due to the 75% 66.7%
business competition and
pollution problems

Consequently, most producers strongly agreed that the income from the production of
silk has contributed to the improvement of social status of producers and their
families since silk becomes a main source of income. This included the ability to
support their children through their higher education, employ workers and provide
more time and financial support in community development activities. Moreover, this
craft production has created jobs for elderly people who are unable to find a job in
factories, as well as housewives, and students who can work and earn money in the

community.

As silk production is an indoor activity, it is evident that most producers and workers
have more time to stay and work at home. This helps to reduce labour migration out
of the village, excluding students and young people who generally prefer to live and
work in big cities. As a kinship society, Thai rural villagers usually help each other
and the community as a whole when support is needed. With more time, money and
assistance, the relationship between producers and neighbours and the community had
improved markedly. In contrast, some negative impacts from silk manufacturing on
the relationship were also observed resulting from the change of silk production from
part time to full time work, business competition and pollution problems. However,
more than half of the respondents agreed that silk production has contributed to the

general improvement of living conditions of the community.

Table 4.5 presents the results of the attitude survey conducted in 2004 and shows that
silk producers perceive silk weaving to play an important role in the community

culture. It has been recognized as an intermediary of culture transfer which either




promotes the social status of the producer or provides secure jobs for the young

generation to make a living.

Table 4.5: Results of silk MSEs’ attitudes survey on

social and community aspects

Statement Average
score’

Silk production is a job which can pass on local culture to the next 455
generation '
Silk production is a job which enhances social status and

o . 4.38
acceptability by the community
Silk production is a secure job for the young generation to 421

adequately support their future life

No social problems from the unprecedented growth of silk production at village level
seem to have arisen. For example, there is no immigration labour problem and no
subsequent community congestion. Regarding other social problems, it is difficult to
draw conclusions due to government intervention over this period. For instance, crime
and drug problems had decreased by more than three quarters because of the impact
of the government’s drug elimination campaign in 2003. There have also been
conflicts within the communities regarding waste and wastewater management and
the reduction of groundwater, the key source of water in Baan Doo. As these issues
relate to the environment, further details will be given in Section 4.5 (Natural capital).

According to the definition of group production in Thailand, most group producers in
the informal sector, particularly the agriculture sector, are mainly cooperating in order
to sell products together. The majority of groups have been set up as a result of
government policy to promote group production. Many groups have failed to operate
their businesses despite support from government officers because they lack

motivation and business experience.

" According to the Linkert scale, the maximum score of this attitude survey is 5 (strongly agree) and the
minimum score is 1 (strongly disagree)
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Although there have been many attempts to set up cooperation among MSEs in the
form of groups (Baan Doo silk weaving group), cooperatives (Pak Thongchai Silk
cooperative), and associations (Nakhon Ratchasima silk association), most members
work independently in their own businesses and are not eager to work cooperatively
to solve these problems. Moreover, there is high competition between groups and
other enterprises in the village, particularly new MSEs. The lack of collaboration has
caused price wars amongst the entrepreneurs causing financial problems and

undermining the competitiveness of MSEs.

4.3.3 Physical capital

Due to the growth of silk entrepreneurs’ income over many years, it is clear that the
living conditions of people and the infrastructure in Pak Thongchai district have
improved compared to other districts in the same province, except the city district.
The producers, other residents, village leaders and TAO chairmen were asked about
their agreement on statements about the impacts on physical assets compared to the
period before and after silk become the main source of income. The results of a
survey of the economic impacts are shown in Table 4.6 in terms of the average

percentage of frequency of each impact.

Table 4.6: Impacts on physical assets in Pak Thongchai

Impact Percentage of agreement
Producers | Village leaders | TAO

e Improving living condition 85.2% 33.3%
e Possessing tools, apparatuses and

machines for silk production 100%
e Increasing other entrepreneurs’

physical assets that are not 50% 50% 100%

involved in silk production

It has been observed that most silk enterprises possess more luxury electrical goods,
motorcycles and cars and better housing. Some entrepreneurs have been able to buy
more land to extend their businesses. Indeed, in general, the living condition of major
silk operating villages is better than the agriculture-based villages because of

increases in silk-related jobs and the growth of the village economy. Village leaders



and the TAO chairman reported that the community’s infrastructure only lacked a

waste treatment system.

In terms of essential tools and equipment of silk production, all manufacturers possess
basic tools such as looms and silk-related apparatuses; warp and weft spinning
machines; and dye houses with dyeing tools and equipment. Other assets, for
example, cars and luxury electrical appliances, are obtained more since silk became

an important occupation.

4.3.4 Financial capital

The survey investigated four aspects of the producers’ financial status; capital,
income, debt and savings. Of the 30 producers, about 83 per cent of capital sources
used for starting businesses are from the producer. Nearly three-quarters of capital
exceeds 100,000 THB (1,493 GBP or 2,564 USD) while the rest is less than 100,000
THB.

In terms of debt, 69 per cent of debt exceeds 100,000 THB, 17 per cent is less than
100,000 THB. However, about 14 per cent of producers reported no debt. The survey
found that there were three major sources of loan; informal financial organizations (30
per cent), financial firms (22 per cent), and combined support from both government
and financial firms (19 per cent). About 85 per cent of loans were used for investing
in the business, whilst the rest was used for both business and living costs.

In terms of income sources, about 63 per cent of income was obtained from tailor-
made order production and product distribution and the other 33 per cent came from
product sale only. As a main job, silk can provide an income of more than 100,000
THB per annum for every entrepreneur. For example, micro producers who only have
a loom can earn at least 189,000 THB® per annum. With regard to savings, about 62
per cent of small, medium and large producers can save more than 100,000 THB,
whereas nearly 38 per cent of micro producers and small enterprises that have less
than 15 looms can save up to 100,000 THB per annum. About 53 per cent of

® The calculation is based on the production of a roll of 210 yard fabric in every two month and the sale

price of a fabric is 150 baht per yard.



producers used their saved money for cash flow in their business, while the other 47

per cent spent their saved money for cash flow in their business and family costs.

Figure 4.5 shows that although the silk cottage industry required a lot of capital, the
high income per annum enabled the entrepreneurs to acquire savings. On the other
hand, it also led to increased debt for producers because of the fluctuating price of
fabric and silk yarn.

100% -
90% -
80% -
o 70% - m > 100,000 THB
g 60% 0 50,000-100,000 THB
S 50% - O 10,000-49,999 THB
% 40% | @ < 10,000 THB
o 30% - @ None
20%
10%
0%

Capital Income Debt Saving

Type of financial status

Figure 4.5: Detail of producer’s reported financial status in Pak Thongchai
(Source: Survey data, 2004)

Conversely, the negative economic impacts are probably partly caused by the status of
the entrepreneurs. As silk production is recognized as a non-farm activity in the
informal sector, most MSEs do not get any support from government agencies or local
authorities. This has led to the majority of producers avoiding paying tax on their
business to decrease the cost of production. There is also a lack of work-related
welfare. Both producers and workers need to be responsible for any cost of impacts

on health and accidents resulting from work.

Table 4.7 shows the perception of producers and communities about the impacts of
silk manufacturing after it becomes the main source of income that it not only affected
manufacturers’ economy but also boosted the local economy. The growth of retail
shops and bistros as well as the increase in the number of mobile vendors selling

various types of product are indicators of the strong economic status of communities.
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Some manufacturers can also contribute revenue for the TAO via taxation. With
limited capital, however, almost all the producers started their businesses using their
own savings and therefore have more risk. The fluctuating prices of silk yarn and
fabric as well as credit purchasing fraud have accelerated the amount of debt. As a
result of the recent collapse in fabric price, it is hard for enterprises to get out of debt

whilst one-third has run out of savings due to further investment in their businesses.

Table 4.7: Impacts on producers’ financial assets in Pak Thongchai

Percentage of agreement
Economic Impact Producers Village IVlllage TAO
eaders
Positive impact
e Having capital to invest in the 60%
next batch production
e Increasing self-sufficiency in
finances (debt elimination) 20%
e Enhancing development and
expansion of retail businesses and 100% 100% | 100%
services in the community
e Being part of a vital market for
domestic suppliers to sell loom 100%
and apparatus, fuel-wood, silk
yarn, water and chemical dyes
and substances
e Contributing taxation to local
authorities 20% 100%
Negative effect
Increasing risk of getting into debt 67%
from the expansion of production
scale (> 3 times the production cost)




4.3.5 Natural capital

As stated in Chapter 2, the expansion of the silk cottage industry in Pak Thongchai
has had an effect on natural resource depletion and environmental deterioration. The
environmental effects are explored by comparing two periods; the period when silk
production was a supplementary occupation and the current period when silk is the
main occupation of the community. Key natural resources in silk production, such as
water, fuel wood and silk yarn, and other environmental problems resulting from
production e.g.wastewater, odour and solid waste, are investigated. Waste water from
both styles of production, as well as public reservoir samples, are analysed to identify
characteristics which potentially harm the environment.

a. Natural resource depletion

i. Water

In the semi-arid plateau of the north-eastern region of Thailand which frequently faces
drought, the most vulnerable resource is water. The overuse of ground water, the
degradation of public ponds and canals, the contamination by pollutants from both
agriculture and manufacturing as well as the continuing drought have caused the lack
of water supply to become more serious in this area than in recent years. The survey,
included questions about water in two categories; drinking water and supply water,
are presented in Table 4.8.

Table 4.8: Impacts of silk production on water resources in Pak Thongchai

Percentage of agreement

Degree of problems Producers Other Village TAO
residents | leaders

I. Before silk became the main
livelihood of the community

Drink water

e No problem 89.3% 83.9% 83.3% 66.7%
e Little problem 7.1% 14.5% 16.7% 33.3%
e Serious problem 3.6% 1.6%

e Very serious problem




Percentage of agreement

Degree of problems Producers Other Village TAO
residents | leaders

Supply water

e No problem 82.1% 95.2% 66.7% 66.7%
e Little problem 10.7% 3.2% 33.3% 33.3%
e Serious problem 7.1% 1.6%

e Very serious problem
I1. Since silk became the main
livelihood of the community

Drink water

e No problem 89.3% 38.7% 66.7% 33.3%
e Little problem 7.1% 14.5% 16.7% 66.7%
e Serious problem 3.6% gigz//" 16.7%

e Very serious problem 70

Supply water

e No problem 53.6% 43.6% 50% 33.3%
e Little problem 3.6% 9.7% 16.7% 33.3%
e Serious problem 21.4% 11.3%

e Very serious problem 21.4% 19.4% 33.3% 33.3%

In terms of drinking water, the key sources in the non-urban areas are rainwater,
wells, ponds and canals. When silk production was additional work in the community
(the years before 2003), a majority of the respondents stated that there was “no
problem”. At present, however, almost a quarter of other residents indicated that the

lack of drinking water is increasing, between ““serious” and ““very serious” levels.

The Lum Saw canal is an example of the affected resource. This canal which flows
pass Baan Han, Pak Thongchai municipality and Baan Doo, is a major water resource
in Pak Thongchai survey site for community activities, such as, consumption, growing
rice, cleaning and washing silk yarn. All the respondents in Ban Doo stated that the
water quality in Baan Doo area has deteriorated to such an extent that it can no longer

be used for drinking. The community now consumes rainwater instead.

In terms of non-potable water, almost all villages in Thailand have their own village
water supply system to produce clean water for villagers. Ground water or ponds in
villages are the main sources of water. Most of the respondents stated that there was
no problem or a little problem about non-potable water in villages when silk was the

supplementary occupation. However, more than one third of the respondents said that




the lack of sanitary non-potable water has become a serious or very serious problem

nowadays.

Two villages are facing a serious lack of sanitary supply water. In Baan Doo and Baan
Doo Noak, inadequate sanitary supply water has resulted from over-use of the ground
water for self-consumption and silk manufacturing for 20 years by the villages. This
has led to a dramatic fall in ground water quantity as a source of village water supply.
Most villagers need to buy water from external merchants in the dry season. This has

inevitably forced the production cost in Baan Doo to increase.

In order to investigate the quantity of water used in the bleaching and dyeing process,
CP preliminary auditing has been employed in two dye-houses in Baan Doo and Baan
Kud Kadi. Due to its small scale business, manufacturers in Baan Doo have
conducted bleaching and dyeing by themselves. In the meantime, medium scale
manufacturers in Baan Kud Kadi have employed skilled labourers to operate the
processes. In addition, Baan Doo producers prefer using cheaper traditional silk
thread to imported factory yarn, whilst producers in Baan Kud Kadi like to use
imported factory silk yarn from Vietnam due to its availability in large amounts all

year round.

The CP audit found that there is a significant difference in the quantity of raw
material used in the processes in both production sites which are presented in Figure
4.6 and 4.7. Since each dye house had dyed 4-5 different colours of original bleached
silk yarns in each batch, a large amount of water was consumed. On the other hand, a
lot of wastewater was emitted. Table 4.9 shows the total amount of water, fuel wood
and wastewater from bleaching and dyeing processes in the dye house was higher
where the hire labourers worked than where the owner worked by themselves. As
these workers are paid on a daily basis, the quicker they work the sooner they can
finish. This drove workers to over-use materials. Due to the shortage of skilled
workers in this physical work and the informal nature of employment, producers

cannot strictly control the workers to optimize the use of materials.

Moreover, the different type of silk thread used in the production process, especially
the imported silk, may consume more resources than using domestic produced silk
yarn. In the interview in 2004, the Baan Doo weaving group leader stated that the

introduction of imported factory silk yarn from Vietnam in 2001 forced MSEs to



increase the quantity of chemicals used in the cleansing process for removing ground

in dirt which led to increased pollution in the locality.

Table 4.9: Quantities used in bleaching and dyeing processes per batch

Quantities used in the

Self- Hired skilled
bleaching and dyeing processes operating workers
Water (Litre) 8,168 9,510
Fuel wood (Kilogramme) 120 286.5
Up to 6 batches
Liquid Petroleum Gas (LPG) i of bleaching or
(48 kilogramme/container) dyeing
processes
Waste water (Litre) 8,072 9,580




Mass Balance of Bleaching and Dyeing Processes in Small Enterprise
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E Effluent 960.4 1,
klné |—>

Solution leftin thread 20 1.

— Effluent 2,180 I.

Solution left in thread 20 1.

ning Effiuent 20 1.

| Silk30kg. |

Figure 4.6: Mass balance of bleaching and dyeing processes in

small enterprise in

Baan Doo

(Source: CP preliminary audit in the second fieldwork, 2005)
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Mass Balance of Bleaching and Dyeing Processes in Medium Enterprise

| Silk50kg. |

- Laundry soap 2.2 kg.

- Sodium Carbonate 1.9 kg. L Effluent 252.6 |,

- Sadium Hydrosulphite 1.5 kg. 4,@@—, Stream 10 .

- Water 309 1. Solid waste 1.25 kg,
- Fuel woaod M7 ka. Solution left in thread 50 1.

Water 1,717 |, Effluant 1,742 |,

Washing

Solution left in thread 251,

- Soap 0.50 kg. Effluent 25 1.

- Hydrogen Peroxide 8.5 g. & Effluent 197 1.

- Sodium silicate 3.8 kg ﬂ"E—) Stream 101,

- Water 257 1, Salid waste 1.25 kq.
- Fuel wood 160 ka. Solution left in thread 50 1.

v

Water 3,173 1. ﬂhin Effluent 3,198 |.

Solution left in thread 25 |,
¥

Spinnin Effluant 25 1,
- Dyes 0.39 kg. Dr}" silk 40 kg
- SLcream 1.5 kg s Effluent 865.91 1.

- Fuelwood 313 kg Solid waste 2.5 kg.
Solution left in thread 50 1.

h 4

Water 1,645 | ——{  Washin Effluent 1,645 .

Solution left in thread 50 1,

- Refing cocanut il 0.5 kg.
L 4
- Refine palm kernel ail 75 1. ﬂ@_, Effluent 153351,
+ starch
- Water 1,433 1.

Selution left in thread 25 1.

L

Spin@_> Effluent 25 I,
Drying

Dyed Silk 30 kg.

Figure 4.7: Mass balance of bleaching and dyeing processes in
medium enterprise in Baan Kud Kadi
(Source: CP preliminary audit in the second fieldwork, 2005)
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ii. Fuel-wood

All producers in Pak Thongchai have to buy a great deal of wood for fuel for the
bleaching and dyeing process. This wood can be categorized into two types. Hard
fibrous wood is sourced from public land or forest. The other type of wood comes
from agro- forestry, such as Eucalyptus. Wood is sold by unit of truck size by mobile
vendors. As hard wood is more effective than soft wood, it is more expensive and has
become scarce in recent years. Some producers have started to use dried corncob and
coconut fibre (seasonal availability only) mixed with wood, while another has used
Liquid Petroleum Gas (LPG) for fuel. Table 4.9 shows that the consumption of fuel
wood per batch of production is 120-286.5 kilogramme. Moreover, the survey found
that there is one entrepreneur who used LPG as fuel in these processes. The interview
with the hired skill workers result reveals that a 48 kilogramme of LPG may use for
three days. This could imply that the LPG can be used in up to six batches of
bleaching or dyeing processes”’.

According to the interview with Baan Doo TAQO’s chairman, there is concern that the
rising demand for fire wood is increasing the rate of illegal logging in the forest

reservation zone of the nearby district.

b. Pollutants
i. Waste water

Even though the producers have used chemical substances and dyes for decades, the
amount of waste water from self-consuming production was lower than it is now. Due
to a lack of awareness regarding the hazardous nature of chemical substances, effluent
was released directly into the ground or canal. Most other residents, village leaders
and local authorities stated that they believed there was no impact from sewage in the

period when silk was a supplementary job.

® The bleaching and dyeing processes are not continuous process and were conducted in different day.
The bleaching process will be conducted since early morning to noon. Bleached yarn was dried by the
sunlight. Then, it will be dyed in another day later. Since this dye house has three stoves operating at
the same time, it is estimated that the workers could do at least two batches of bleaching or dyeing

processes per day.
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Table 4.10: Impacts on waste water from silk production in Pak Thongchai

Percentage of agreement

Degree of problem Producers Other Village TAO
residents | leaders

I. Before silk became the main
livelihood of the community
e No problem 51.9% 79% 80% 66.7%
e Little problem 40.7% 21% 20% 33.3%
e Serious problem 1.4%
e Very serious problem
Il1. Since silk became the main
livelihood of the community
e No problem 14.8% 30.6% 33.3%
e Little problem 22.2% 11.3%
e Serious problem 40.7% 17.7% 20% 33.3%
e Very serious problem 22.2% 21% 80% 33.3%

In the past two decades, more chemical substances and dyes have been introduced in

the manufacturing process. The expansion of silk business has increased the amount

of untreated waste water emitted. From Table 4.9, it is estimated that the discharged
effluent per production batch is between 8,072 and 9,580 litres. Table 4.10 shows that

the majority of the respondents believed this problem has reached a serious or very

serious level, except some who live far away from silk production site and with sparse

silk manufacturing in the villages. Other residents gave the following examples of the

effects of environmental degradation:

e The water in the canal, which flows past silk production sites, has affected rice

growing. In some areas rice was growing well, but could not be grained, while

another area reported that all crops died. It has been suggested that washing

water from the dyeing process can make trees in orchards grow well, but

without bearing fruit.

e In some canals, fishing in the dry season is no longer possible, because there

have been several reports of people getting sick after consuming fish and other

aquatic animals.

e Some water sourced from the shallow water table had colour contamination.




e With a low plain landscape, there is flooding in Pak Thongchai almost every
year. This led to the dispersion of effluent and solid waste into household and

public resources.

e The household sewage system did not work properly and needed to be drained

out by service trucks once or twice a month.

After several petitions to provincial authorities, the police have played a key role in
monitoring and prosecuting people who discharged untreated waste water to public
drainage since 2003. All producers, who are bleaching and dyeing silk yarn by
themselves, have been asked to build a temporary storage tank to collect effluent. This
tank is made from a long concrete cylindrical pipe which is normally used as a
household sewage tank. The size and number of tanks depend on the producer.
Without any instruction from government agencies, the capacity of tanks is not related
to waste water load. Therefore, the overflow of sewage has mostly flowed into public

drainage and the environment as before.

Nonetheless, the most popular way for entrepreneurs to eliminate waste is by hiring a
service truck to pump the sludge and excess waste water out from the well or pond.
The cost of eliminating waste water is 1-3 GBP or 1.72-5.15 USD per the container of
human sewage disposal truck. The entrepreneur who usually does bleaching and
dyeing every day needs to use this service every 3 days. According to producers, it is
believed that these trucks discharge this waste in isolated places in the district or

neighbouring districts.

TAO in Baan Han and Baan Han Tai areas proposed to invest its budget in the
construction of a waste water treatment system if the producers in their sub-district
bought new land to build a stove for central bleaching and dyeing. There was,
however, no guarantee of quality dyed silk yarn from this central system. Also, silk
yarn is the most expensive raw material which must be monitored and cared for when
drying. When dyeing at home, the producer can keep doing other activities and
monitor their silk at the same time. Therefore, most producers rejected the TAO

proposal.

After receiving the petitions about the waste water problem, the provincial
organization assigned the 11 w REO to deal with the problem. The 11 tn REO has



developed plans to solve the problem in both the short and long term. Short term, CP
was selected as a means of reducing the chemical intensity in waste water. Three CP
training courses were provided for producers. Meanwhile, meetings with producers
were held to find the most effective waste water treatment system to solve the
problem long term. Consequently, the entrepreneurs preferred the small on-site
system to the central treatment system.

Presently, these systems are being developed by researchers in the Suranaree
University of Technology (SUT) and the Thailand Science and Technology
Development Institute. The local authority is planning to enact thereby forcing
producers to implement the systems after they have been successfully developed.

However, the government agency at the district level has also started to address the
waste water problem. At present, there are two plans being proposed to the provincial

authority for financial support:

e The construction of a central sewage treatment system is proposed by Pak
Thongchai municipality. This system includes a central bleaching and dyeing
area for subletting to producers. The waste water from silk manufacturing and

from community sewage will be treated together; and

e The construction of a large scale bleaching-dyeing stove is proposed by Pak
Thongchai Technical College. The bleaching-dyeing stove will provide
services for all producers. With the effluent treatment system, the college can

cope with the waste from silk production.

-100-



Table 4.11: Producers’ preference of waste treatment system in Pak Thongchai

Preference Type of waste -
Waste water Solid waste

System

e Individual 60% 66.7%
e Central 40% 33.3%
Maintainer

e Producer 41.4% 60%
e Local authority 48.3% 36.7%
e Technical expert 10.3% 3.3%
Investor

e Producer 36.7% 56.7%
e Local authority 3.3%
e Both 63.3% 40%

Table 4.11 presents a majority of entrepreneurs preferred the small on-site waste
water system to the central treatment system. This system should be developed
appropriately for producers to maintain and be able to invest in by themselves or
invest with local authority. These results match the findings of the attitude (Table
4.12) which show that the producers are aware of the public resources problem which
is affected by discharging untreated waste water. The findings also show that the
current effluent treatment system is not working effectively according to all of the
respondents. Furthermore, the respondents “fully agreed” with the Polluter Pays
Principle (PPP) and CP, though some respondents did not know how feasible the CP
concept is in terms of implementation. Some conflict with the PPP concept was
expressed as MSEs “fairly agreed” that local resource and environmental

management is the responsibility of local authorities, not the villagers.
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Table 4.12: Silk producers’ attitudes and beliefs to local resources and

environmental management

Statement Average score

There is no impact on surrounding soil and water resources from
discharging untreated wastewater from the bleaching and dyeing 2.62
process
Local resource and environmental management is the responsibility

. : 3.10
of local authorities, not the villagers
Polluters should respond to any environmental impact in the local 4.00
area caused by any waste from the production process. )
At present, most implemented wastewater treatment systems can 270
effectively treat sewage as the legislative regulation requires )
The use of effective and valuable resources, such as water, chemical 3.96

dyes, etc., will minimise waste and save production costs

Regarding the effluent analysis, samples of waste water from silk production and
from the public reservoir where there is considerable silk sewage flow, were
collected. BOD, COD and pH measurements were employed to analyze the effluent.
The samples were examined by two laboratories. First, the sewage was examined by
the chemical engineering department, SUT with regard to the development of the
waste water treatment system research project. Secondly the samples were analyzed
by the 11™ REO in order to make baseline data of the “Potential Environmental
Impact from Certain Occupations™ project. With different criteria and objectives in
each project, the incomplete data, particularly in pH and COD, is shown in Table
4.13.

According to the Thai industrial effluent standard, most samples have high pH value
but only two samples exceed the standard (5.5-9.0) level. Regarding the BOD
analysis, it was found that all samples’ BOD are higher than the standard by at least
10 fold.

Furthermore, the COD value in sample 6-8 is also at least 7 times greater than allowed

in the national standard.
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Table 4.13: Results of laboratory analysis of silk effluent composition

in Pak Thongchai

Sample sample Characterization
No Sample type site pH BOD COD
’ (mg/H*° (mg/)’
1 Bleaching effluent 8.9 3,690
- Baan
2 Bleaching effluent
. . 3 Doo,
with shining Pak
promoted substance Thona- 8.7 1,260
3 | Dyeing effluent ok 8.9 902
4 Mix effluent in 7.9 1,323
public reservoir
5 Dyeing effluent 9.3 2,015
6 Dyeing effluent Baan 1,606 2,362
(Green) Han,
7 Dyeing effluent Pak 355 1,413
(Blue) Thong-
8 Dyeing effluent chai 211 850
(Black)
ii. Odours

Odours mostly come from bleaching-dyeing areas and discharging effluent in public

drainage. The level of this pollutant depends on the location of residents, the drainage

system and the season. People who lived close to the dyeing site, in crowded areas

without good ventilation, or near bad drains will suffer from the odours, particularly

in very hot weather. Many people have reported sinus and eye irritation, nausea,

vomiting, breathing problems and headaches. Some became so stressed that they got

sick.

19 According to the national standard of industrial effluent, the BOD, COD and TDS in effluent before
discharging into the public should less than 20, 120 and 3,000 mg/l, respectively, whilst the pH should
be between 5.5 and 9.0.
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Table 4.14: Impacts of odours from silk production in Pak Thongchai

Percentage of agreement

Degree of problem Producers Other Village TAO
residents | leaders

|. Before silk became the main
livelihood of the community

e No problem 74.1% 72.1% 83.3% 100%
e Little problem 22.2% 23% 16.7%
e Serious problem 3.7% 4.9%

e Very serious problem
I1. Since silk became the main
livelihood of the community

 No problem 14.8% 26.2% 33.3%
e Little problem 33.3% 19.7% 33.3%

e Serious problem 40.7% 13.1% 16.7% 33.3%
e Very serious problem 11.1% 41% 50% 33.3%

Table 4.14 shows that most of the respondents indicated that they experienced “no
odour problem™ at the first stage of silk production, whilst more than half of those
agreed that the problem is now “‘serious™ to *““very serious”. Even though many
complaints from residents are made to village leaders, the producers still do nothing to
solve the problem. Other people employed by the enterprise have not complained to
avoid arguments. Compared to other villages, the severity of the problem reached its
highest point in Baan Han and Baan Han Tai, because the concrete drainage prevents
the sewage from being absorbed into the ground. If there is waste blocking the flow,
the sewage tends to overflow and flood over the road. Nevertheless, the producer in
Baan Don Kwang and Baan Kud Kradi has solved this problem by adding calcium
carbonate and enhancing microorganisms (EM) liquid as well as planting water

hyacinth in the sewage tank to decrease the odours.
iii. Solid waste

Owing to the lack of central solid waste treatment, most villages outside the
municipality have to burn and bury their litter in their area. All solid waste from silk
production, such as paper and plastic from the packing of silk yarn, chemical
substances and dye plastic packages including silk thread and knots, are usually
burned in bleaching and dyeing stoves in both districts. The impacts of increasing

solid waste are presented in Table 4.15.
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Table 4.15: Impacts of solid waste from silk production in Pak Thongchai

Percentage of agreement

Degree of problem Producers Other Village TAO
residents | leaders

|. Before silk became the main
livelihood of the community

e No problem 77.8% 86.9% 50% 50%
e Little problem 18.5% 9.8% 50% 50%
e Serious problem 3.7% 3.3%

e Very serious problem
I1. Since silk became the main
livelihood of the community

 No problem 63% 52.4% 33.3%
e Little problem 22.2% 21.3% 33.3%
e Serious problem 14.8% 19.7% 16.7% 100%
e Very serious problem 1.6% 16.7%

Unlike the impact of waste water, most producers, other residents and village leaders
reported that the rubbish problem posed ““no problem’ or “slight problem” since silk
became the main livelihood source. Because of inadequate landfill, the villagers have
to burn all solid waste in their house area. The odour from burning is sometimes
disturbing for the neighbours. However, the problem of odour has become serious for
all TAO, making the provision of appropriate solid waste treatment facilities and

services for local communities a priority.

In terms of reuse and recycling, some chemical plastic containers are sold back to
suppliers for re-use. Some silk thread and knots are re-spun and reeled whilst some
people use the thread and knots to stuff cushions. Low quality fabric or remnants are
reprocessed e.g. re-dyed or finished or used to make new products such as bags,

purses or gift wrapping to increase value.
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4.3.6 Other key factors for sustainable enterprise development in Sufficiency

Economy Philosophy (SEP)

As discussed in Section 2.5.2 of Chapter 2, there are some limitations when applying
the SL framework within a business context, particularly micro and small enterprises.
Some studies of the application of the SL approach to enterprise development, found
that some important factors affecting the survival of business, such as market (Hobley
2001), and technology (Albu and Scott 2001; Gunter and Bjerregaard O. 1999) have
not been highlighted in the SL framework.

From the empirical research, it was found that there are several essential elements for
enterprise development which are frequently mentioned by the respondents. These
components include business management, risk management, labour management and
product diversification as well as business ethic. These business related components
have not been stated clearly in the SL framework, though they could create immense
impacts on economic, social and environmental aspects of the community. Since these
seven elements are one of the key characteristics of the SEP applied by Thai SMEs,
noted by Punthasen et al. (2003), this study has investigated these factors and found
some significant data on silk MSEs development as described in the following

sections.

a. Technology

The introduction of the percussion loom and chemical dyes in the 1960s supported the
silk industry in Pak Thongchai and helped it become the largest production site in
Thailand. The emergence of silk factories in the district in the 1970s-80s modernized
the production using the division of labour system and introduced new technologies to
increase productivity. Although MSEs have learned about new production techniques
and technologies, they needed to adapt these technologies to smaller production scales

and limited capital.

To date, most technologies, such as warp reeling and weft reeling machines, are
locally made. However, some high quality dyes need to be imported from other
countries. Stoves originated from kitchen stoves which were enlarged and made from
brick and clay by local skilled artisans. The increased capacity of these stoves made it
possible to bleach and dye around 50 kilogramme of silk thread per batch. As the

-106-



stoves consumed a large amount of wood, the producer in Baan Kud Kadi started to
build new improved stoves with heat loss prevention by using refractory brick and

metal sheets.

Although the instruction in the use of chemical substances for bleaching and dyeing
processes is provided by the company, producers and skilled labour needed to test the
right amount of substances for their various types of thread. Therefore, the know-how
of small scale bleaching and dyeing is developed individually. To promote good
practice for bleaching and dyeing processes, the CP application workshops for silk
MSEs were held in Baan Doo and Baan Han in 2003 by the 11 tw REO. When
interviewed, a textile expert, who was a trainer in those workshops, stated that most
trained MSEs were not interested in optimizing chemical substances. Because of time
consumption, they preferred using more dyes to ensure achieving the right shade in
the shortest time. The CP preliminary audit clearly illustrates the different levels of
know-how between small and medium enterprises. The different procedures of
bleaching and dyeing processes in both firms and the example of CP options from the

audit are shown in Figures 4.6 and 4.7 and Appendix 4.1.

b. Business management skills

Due to uncertain market conditions and lack of communication with retail customers,
most producers did not have a business plan. They believed that the more fabric they
produced and sold, the more profit they would make. As a major livelihood, the
production period takes place throughout the year. The time duration for each batch
production is variable, depending on the length and quality of the fabric roll, and the
length of the product delivery period. More than 90 per cent of enterprises can
produce a roll within 30-60 days. In the modern-production method, the production
unit is always in the form of a roll of silk. More than 70 per cent of rolls produced are
210-240 yards long. It is estimated that the capacity of producers is from 10,500 yards
to 288,000 yards of fabric per annum.

To control quality in every process of the division of labour system, all manufacturers
applied their own quality control standard to examine each task after craftspeople sent
the finished task. About 90 per cent of entrepreneurs mainly inspect product quality,
the other 10 per cent consider both product quality and delivery time.
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Weft yarn

Other

Other
raw materials

Warp yarn

Figure 4.8: Production costs in modern style production
(Source: Survey data, 2004)

According to Figure 4.8, more than three-quarters of expenditure is on silk yarn,
particularly weft yarn (55 per cent). Since the Pak Thongchai district started
producing silk fabric on a commercial basis, silk cultivation has disappeared in
villages because people have no time for this delicate work. The producers need to
order all silk yarn from the big silk manufacturers and farmer groups which rear silk

WwOorms.

From the interviews with silk producers in 2004, it was found that the market price of
thread varies all year round and depends on the silk yarn factory. The more the market
demands, the more the price increases. In addition, silk yarn manufacture in Thailand
is almost completely monopolized by the largest factory. The producers have no
choice but to buy silk at a higher price if they want high grade yarns. When low grade
silk is used, it is hard to control the consistency of colour fixing and the size of
threads. Generally fabric made from low quality yarns from smaller factories can sell

at a lower price than normal yarn.
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About 18 per cent of production costs are spent on labour wages, while the other 6 per
cent is used for other raw materials. To meet the requirements of customers most raw
materials are the same quality as used by factories. High quality chemical dyes and
other chemical substances are used to guarantee the colour fastness and precise
shading. The quantity and formula of each colour has been recommended by the
suppliers and developed by the skilled workforces. Silk yarn is chosen in accordance

with the fabric order.
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Figure 4.9: Fluctuation of material and product price between 2004 and 2005
(Source: Survey Data, 2005)

The continuing decline of fabric price and the rising costs of silk thread in 2005, as
shown in Figure 4.9, have impelled all micro enterprises to stop business and go
bankrupt. Even though most small scale firms are struggling to market their products,
they still produce fabric on a smaller scale particularly those who have regular clients.
However, several small producers have sold their assets to gain more capital to keep

their business running.

c. Labour management

Owing to the low level of technology and the delicate process of silk production,
human labour is extremely important in production to ensure the quality of the
product in each process. Productivity is inconsistent due to the lack of availability of
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workers within this agricultural area. This is because the workforce works from home
at slack times in the farming year. At certain periods e.g. rice plantation (May-June)
and harvesting (October- November), there are very few workers available,
particularly when the entrepreneurs have to escalate their production yield for the
New Year festival. The workers are recruited from nearby villages when the village
labour force is insufficient, though most workers come from the village itself.

In 2004, most manufacturers reported it was hard to strictly control their workers,
particularly in some processes where there is a severe lack of skilled artisans, e.g.
bleaching and dyeing, threading warp yarn with the heddle, and weaving. As most
workers worked at home, producers needed to compromise with some mistakes to
keep their productivity level. This led to a problem of inconsistency of quality of

product which resulted in the drop in product prices and high production costs.

d. Risk management

According to the low interest loan from the village funding policy at the beginning of
2003, most silk related workers had started to set up their own silk business by using
this loan and other financial sources. Competition in the wholesale market became
very serious. Almost all MSEs were focusing on producing fabric as much as they
could.

Without any marketing knowledge and cooperation between producers, middlemen
became dominant in fabric and silk thread price control and payment. The shortage of
capital pushed many MSEs to sell their product at a reduced price to obtain cash. This
resulted in increasing debt and bankruptcy of MSEs who mismanaged their businesses
and had inadequate capital.

e. Product diversification

The survey in 2004 showed the main product in Pak Thongchai is a roll of
monochromatic cloth (97 per cent), the rest is patterned fabrics. When the roll is sold,
it is cut into smaller lengths depending on the middlemen’s requirement. The length
varies from 30 to 80 yards. Other new products, i.e. clothes and scarves, are processed
in order to increase the value of the original product and reduce bargaining pressure

from middlemen. Some producers have reused their old or faulty products by
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applying new finishing techniques like painting or batik dyeing to make new products
such as scarves, neckties, etc.

Even though there is an over-supply of plain fabric, most producers continue to
produce it. Since this type of fabric is suitable for making various products, it is easy
to wholesale and secures producers’ cash flow. Compared to the patterned fabrics,
there is a high risk of loss of profit because of the short cycle of fashion, quick
imitation in the market and the preference of middlemen. In the meantime, processed
products need additional time and capital for marketing and producing sufficient stock
to meet market demand. Due to long turnover time and lack of marketing knowledge,
most manufacturers do not want to invest their limited capital in diversifying various

products in this declining market.

f. Business ethics

To obtain a greater share of the market, some new entrepreneurs started a price war to
get more customers. The sale of fabric at a lower price resulted in a reduction in
quality. As a result, MSEs could not sell fabric at a profit. Furthermore, whole
villages could no longer maintain their reputation in terms of their capability to
produce quality fabric. This has also created dissatisfaction among producers and has
had a negative impact on social cohesion within the villages. Moreover, the
acceptance of longer credit payments by some MSEs has led to the majority of MSEs

having a shortage of cash, therefore, most micro enterprises have gone bankrupt.

4.4 Policies, Institutions and Processes

4.4.1 Key organisations and institutions affecting silk MSEs in Pak Thongchai

As a result of the empirical research, the key organizations and institutions
influencing the community silk business in both positive and negative ways have been
identified and summarized in the table below. For organizations, it can be divided into
two types: the representative bodies of silk producers and silk-related organizations.
The first firm is a group of silk producers who have joined together in order to
strengthen their bargaining power and improve access to support from the

government. The latter includes local authority and silk promoting offices.
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Table 4.16: Key organisations affecting silk MSEs in Pak Thongchai

Organisations

Details

Producer representative fir

ms

Baan Doo Silk Weaving
Handicraft Group

The group producer in Baan Doo that includes 32 micro-
small and medium size enterprises in Baan Doo-Doo
Naok. The group has been recognized as the most active
producer group in Pak Thongchai because of its
distribution of group work load and regular cooperation
activity with the provincial authority. Nevertheless, there
IS no cooperation in production or marketing activities

among members.

Baan Han silk weaving and

batik group

The most active group producer in Baan Han-Han Tai
which has got financial support under the OTOP
promotion scheme. However, lack of cooperation with
other medium and large enterprise members in marketing
and product development made group operation weaker
and dependant on a group leader. Under these
circumstances and without financial support, group
members are operating the business as individuals and

have no interest in group activities.

Nakhon Ratchasima Silk

Association

Extending from Pak Thongchai silk entrepreneur club,
now this association has become a major representative of
silk entrepreneurs, particular in Pak Thongchai, presenting
suggestions and opinions to the provincial authority about
provincial silk strategy.
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Organisations

Details

Silk related organizations

Tambon Authority

Organisation

Most authority and budget from central government for
community development, taxation and maintenance has
been transferred to this key local authority which is also

responsible for all resources in the sub-district area.

Community Development
Office

Formerly the main organization which supported the
general development of the community as well as silk
groups in the villages. It has played an important role in
supporting the group’s activities particularly in
marketing and some free distribution channels related
to provincial trading fare and OTOP scheme as well as
main  coordinator  for silk

provincial strategy

implementation.

Agricultural Office

A key organization which promotes the registration of
community based enterprise in the district. If any silk
group producer had registered under the scheme, it could
in financial,

receive some benefit marketing and

community based enterprise  development from

government offices.

Nakhon Ratchasima
Industrial Promotion

Centre

Another organization that supported the training course
in bleaching and dyeing techniqgue and product

processing.

Lower Isan Cluster-based
Industrial Development

Centre

The main centre which supported the study of the
supply chain in Pak Thongchai silk industry and market
research as well as promoting new silk entrepreneurs

for export.
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Organisations Details

Silk related organizations (cont)

The 11" Regional The major government office which takes responsibility for
e egiona

Environmental Office (the
11" REO)

the promotion of environmental monitoring and
management in 4 provinces in the southern part of Isan

region.

o This organization had provided some courses and
Ministry of Human ) o _ ) )
equipment for training housewives to weave silk fabric
Development )
to earn more income.

There are two major institutions that control the silk cottage industry in Pak
Thongchali, intermediates and the market. Intermediates, e.g. middlemen and vendors,
can be either mobile suppliers selling silk threads, fuel wood and some chemical
substances or customers buying wholesale fabric. These intermediates usually conduct

their businesses with MSEs at MSE’s house.

Another key institution for silk enterprises is the market. The survey found that local
custom is a key market driving factor to encourage people to purchase silk for formal
wear at important ceremonies. As silk can represent the economic and social status of
the wearer, it is a popular gift in Thai society, especially for older people.
Furthermore, it is usually used at important religious and traditional ceremonies e.g.
monk ordination and wedding ceremonies. It is also a norm to wear silk dress at

community activities in the Pak Thongchai district.

Since the producers in Pak Thongchai do not have their own product brand, they
prefer selling their products to middlemen who have their own shops in the district or
other provinces. Most middlemen have more negotiating power to ask for short term
credit payment (1-3 months) when they buy the product on a regular basis. Therefore,
many middlemen, especially from other provinces, frequently deceived their suppliers
and disappeared after getting the fabrics. A recent major case of fraud in Pak
Thongchai in 2002 resulted in not only the loss of 300,000 GBP or 515,385 USD of

silk fabrics in the whole district, but also the collapse of the wholesale price.
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Because large quantities of silk fabric from the fraud had been sold at a very low
price, other middlemen had to sell the fabric at the same low price. Over the last five
years'!, the slump in more than 50 per cent of profit drastically affected the
producers’ finance when the silk yarn price increased. Retail sales have become an
important alternative market for these enterprises. To date, 40 per cent of producers
sell their product to middlemen only, whilst the other 60 per cent sell in both retail

and wholesale as shown in Figure 4.10.

The diversity of productivity depends on market demand. Traditionally festivals such
as New Year and Thai New Year are the best sales periods. To distribute the product,
57 per cent of MSEs sell commodities to clients, both wholesaler and retailer, by
themselves. The other 43 per cent of producers sell the product by themselves and
through group/middlemen. Most commodities (93 per cent) are sold to the domestic

market.

However, the results of the group discussion in October 2005 showed that the
consequence of the rise in oil prices in the middle of 2005 and high inflation in the
Thai economy, exacerbated the drop in fabric price and sales in both markets. At
present, the wholesale price of fabric is about 100-140 THB for cash payment and
150-160 THB for 3 to 8 month cheque payment. It is difficult to expand the retail
market due to high competitiveness in the plain cloth market and an increase in

transportation costs.

11 Refer to the data from respondents, the price of plain fabric per yard in 2000 was around 300-400
baht (4.48-5.97 GBP or 7.69-10.26 USD) and in February 2004 was 150-170 baht (2.24-2.54 GBP or
3.85-4.36

USD)
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4.4.2 Key policies affecting silk MSEs in Pak Thongchai

As mentioned in Section 2.4.2a of Chapter 2, the lack of information about cottage

silk production in the informal economy has had an adverse effect on cottage silk

businesses. Since it was never recognised by policymakers, it is hard for informal

MSEs to get any support from the state’s policies. From the review, it is found that all

key policies affecting silk MSEs are the same as those in Sida, which will be

discussed in Section 5.4.2 of Chapter 5. Table 4.17 shows the list of policies and some

brief detail of effects on the silk cottage industry in Pak Thongchai at both micro and

macro levels.

Table 4.17: List of policies affecting silk MSEs in Pak Thongchai

Policy Effect Detail
level
In order to increase the income for the poor, the policy
has encouraged every community to produce one
distinct local product. This product should either be the
result of local knowledge or provide added value from
One Tambon Micro the main product of the village. However, due to
One Product level inadequate support from the government in market
(OTOP) knowledge and product development there has been

over-production of fabrics with similar design and
patterns. Currently, most villagers’ businesses have
collapsed and fabric prices are continuously falling due

to overproduction and market control by middlemen.
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Policy

Effect

level

Detail

Village
Funding

Local
Environmental
Management
and Pollution

control

Micro
level
(cont)

This policy grants one million THB to every village in
Thailand. It aims to provide a revolving micro credit
for villagers to invest in new businesses or increase
productivity of on-going business. This low interest
loan had played a vital role in encouraging silk related
workers in villages to become MSEs. Nonetheless, the
small amount of money does not cover the costs of
producing one batch of silk. With financial insecurity,
therefore, most new MSEs need to sell fabric as fast as
possible to maintain a healthy financial status. This has
forced new entrepreneurs to engage in price wars to sell
products which have led to the current drop in product

price.

The announcements by Pak Thongchai policemen on
pollution control enforcement over the last 2 years have
led to producers installing a storage tank for wastewater
treatment. At present, most producers still discharge
wastewater illegally. A lack of knowledge regarding
the appropriate size of the wastewater treatment system
resulted in the overflow of effluent. This pushed
producers in Baan Doo to discharge their wastewater
directly into public drainage as in the past. In the
meantime, TAO in Baan Han indicated that the
building of new drainage in the villages and the
monitoring of producers’ storage tank implementation
would solve the problem of odours and the spreading of

effluent by heavy rain.

-118-




Policy Effect Detail
level
Due to the development strategy of Nakhon Ratchasima
province, the silk industry has been selected to promote
Nakhon _ )
) Micro | the production and product development to support the
Ratchasima ] ) ] )
] level Asian Fashion Hub policy of the government. As it
Silk Strategy o ] ] ]
o) (cont) | targets silk industrial production, some producers in
an
Pak Thongchai benefited from attending training
courses on fabric design and new marketing strategy.
Since lIsan or Northeastern region is the largest
sericulture site in the country, the sericulture at grass
root level has been promoted to protect the traditional
) silk rearing business from cheap imported silk thread
Isan Silk ] ] ] )
Clust and to increase supplementary income for silk rearing
uster
farmer. In order to increase productivity and improve
Strategy ] )
product quality to meet the requirement of weavers, the
M Strategy provides training courses, network-building
acro
level and demonstration workshops on bleaching and threads
eve
reeling which are supported by the government.
This new trademark scheme has been implemented to
distinguish four levels of silk product quality. Key
factors for grading products are the quality of silk
National Silk thread used and the type of production process. Under
Strategy this trademark, the highest quality products are made

from traditional silk thread and weaving by traditional
loom, while the lowest quality goods are made from

silk blended material and weaving by industrial loom.
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Policy Effect Detail

level

Small Medium Since the SMCE act was enacted in 2005, the campaign

Community for promoting SMCE registration has been launched

based throughout the country. Derived from the existing

Enterprise producer group identified as an important informal

(SMCE) enterprise in the local economy, the registered SMCE

Promotion will be able to access several types of support from

Strategy government to promote the growth of business until it

can finally become a SME.

Macro | According to the ASEAN12 Free Trade Agreement

level (AFTA), all ASEAN countries have to open their

(cont) | Market and reduce tax to zero for imported silk thread

Free Trade of
Silk Thread

and Product

and other products in 2010. The domestic sericulture
that benefited from the government tariff would be
heavily affected by the cheaper silk factory thread from
Vietnam. This cheap thread would solve the problem of
unstable silk prices for silk manufacturers at every
level. Nevertheless, it may enhance SMEs’ ability to
compete in the domestic market. Moreover, the new
style of fabric imported from neighbouring countries
would have threatened MSEs share of the garment

fabric market.

2 ASEAN (Association of Southeast Asian Nations) is a political and economic organization of
countries located in Southeast Asia. It consists of the Philippines, Malaysia, Thailand, Indonesia,
Singapore, Brunei, Vietnam, Laos, Myanmar and Cambodia.
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4.5 Livelihood strategies

As indicated in Section 4.1, the growth of the informal silk cottage industry in Pak
Thongchai has started since the introduction of subcontracting by SMEs in Pak
Thongchai municipality in the early 1990s. To produce a large quantity of fabric,
division of labour has been implemented. This led to the employment of a number of
workers in the villages and nearby communities. However, the unemployment which
resulted from the 1997 economic crisis and the high demand of silk fabric had
dramatically prompted the boom of silk manufacturers and workers in the informal
silk cottage industry.

Because silk production is indoor work, it offers an opportunity for individuals
excluded from the labour market i.e. housewives, unemployed middle aged workers,
students and the elderly, to be employed as part-time home workers. This made silk
an alternative source of income and important livelihood that strengthened the

economic and social development of the community.

Since the launching of the village fund policy in 2003, all workers had the chance to
access low interest loans and run their own silk business. Silk became the main
livelihood and economic backbone of the whole village and nearby community
between 2003 and 2004 as shown in Figure 4.11. Nonetheless, the overproduction of
fabric and ferocious competition led to a drop in fabric price in 2004. With financial

and market constraints, a large number of MSEs in the communities was obliterated.

In this section, the coping strategies of silk MSEs, weavers and other workers
including family members of MSEs are examined in order to acquire an
understanding of the strategies and the motivations which lay behind them. This
information could be used as a benchmark for MSEs and policymakers to consider the
development of suitable measures and strategies for sustaining their livelihood.
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Figure 4.11: The percentage growth of silk entrepreneur in villages
(Source: Survey data, 2005)

45.1 Manufacturers

From group discussions in February-March 2004, some significant signals of the
downturn of the informal silk cottage industry in Pak Thongchai were mentioned.
These include the failure of the wholesale and retail price of fabric and the plunge of
marginal profit. Regarding the limited capital and need for external loans, most MSEs
had been struggling because of the cash flow shortage. Short term credit payment (1-3
month) of middlemen and the increased silk thread price put more pressure on MSES’
finances. Several enterprises had to sell fabric at cut-price to get more cash for their
businesses, which resulted in the collapse of wholesale prices throughout the district.

Some medium and large informal enterprises that have strong financial status do not
seem to be concerned by this price war. As they can offer longer credit payment terms
(6 months) to middlemen, these enterprises can keep their market share by selling
products at the normal price. Optimistically hoping for prices to recover, MSEs have
continued to produce silk in spite of the saturated market. Eventually, the shortage of
cash, low profit margin and high interest of new loans caused the collapse of the silk

business at the micro and small level.

- 122-



The group discussions in November 2005 reported that there were only 20 per cent of
producers left in Baan Doo and 30 per cent in Baan Han. Most of them were medium
and large sized enterprises. It was found that almost all MSEs have once again
become informal workers in the silk cottage industry in order to make a living. Only
some people have opted for a job outside the villages. Some informal medium
enterprises have to find some supplementary income such as feeding cattle.
Meanwhile, the formal medium and large enterprises in the district and nearby
province only make fabric in response to orders and are likely to be middlemen who,
in these circumstances, are able to make profit from trading with smaller informal
firms. Although there are many attempts to promote product development from the
government, the entrepreneurs have not shown any interest in a national new silk
standard. As their main market is wholesale, they did not pay much attention to the
retail market, with the exception of the Baan Doo weaving group leader. This will be
discussed in detail in the livelihood outcome section.

Some measures have been implemented to alleviate the effects of the economic
downturn and occupational hazards. The change of people’s livelihood from farming
to silk production caused the loss of self-reliance in terms of food. High living costs
resulting from the changing life styles have had a tremendous effect on families and
older people who earn an income solely from silk production in this continuing
decline of the silk market. A few households have started to plant vegetables and

produce some food again.

In the meantime, almost all manufacturers have hired skilled workers to bleach and
dye the thread in order to avoid health problems derived from silk production.
Therefore, the producers can work on safer processes such as weaving fabric or
spinning thread. This could reduce both costs and health risks, as well as improve
safety. These livelihood strategies of the informal silk cottage industry are concluded

and presented in Figure 4.12.

4.5.2 Weavers and other workers

The decline of jobs in silk craft production in the villages has compelled most
informal workers to look for silk related jobs in other areas. For young workers, it is
easy to look for a job in factories due to the industrial promotion policy of the
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province. In contrast, older workers, who are over 35 years-old, are mostly excluded
from industrial employment. As these older workers are usually housewives or former
home workers, they are forced to find hand-to-mouth jobs that fit in with their
domestic responsibilities. With a downturn in the village economy, however, it is
difficult to find a proper job that can earn adequate income to support the family and
pay debts. This has ma