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SUMMARY AND RECOMMENDATIONS FOR NEW WORK
STRATEGIESFOR PHASE 3

This report evaluates Phase 1 and 2 (2001-2004) the LEAPPS village sk production project in Xieng Khouang
and Huaphan supported by the Consortium in Lao PDR and makes recommendations to enhance system
sugtainability in Phase 3 (2004-2006) and after 2006 when the project will finish. The report was compiled by a
team of three over atwo to three week period in May and June 2004.

Sk isdearly an excdlent culturd and commercid option for villagers especidly in areas with difficult physica
access to markets. Working with PAFO, DAFO and LWU the project has done very well in boosting Lao silk
production in response to awidely expressed desire from urban weavers and exporters for increased supply.
Yarn qudity has aso increased. Over four years 900 families in two provinces have been helped to increase silk
production for sale and home weaving through the supply of improved materia inputs and technical and some
socid training. We witnessed thisis asample of seven villages.

The main wesknesses in the project seem to be a new imbaance in mulberry and slkworm eggs supply, limited
development of reding and limited emphasis on developing production groups for cooperation and specidization
and ultimately inter-village cooperation leading to cluster, digtrict or provincid networks. A sense of the need for
individud, family and wider collective effort is evident in the villages, but there islittle evidence of the awareness
of the benefits to be derived from inter-village interaction.

The project may be hdping alittle too much with materiad resources and action, a the village and wider levels,
obtaining rdatively rgpid short term progress while somewhat sacrificing the development of socid self-reliance.
Some of the action and resource assistance being offered eg with marketing, would best be replaced by training
and other learning support where possible. All LEAPSS professond staff should be capable of offering learning
support to government and villagers. Broad learning, including that in technicd, marketing, financid and socid
aress, isthe bass of sdlf-reliance and thus sustainability of village progress. When advice and training is offered it
should take the form of didogue and facilitation asfar as possible.

Increased facilitation of Slk producer cooperation is recommended. This can lead to severd organizationd stages
and steps that can be considered as optionsin that the project can plan to reach a certain stage by 2006. Group
development is best done in one or two pilot villages in each province before expangon. One option is to focus
on the village groups as the largest organizationd level and train such groups to dedl directly with the Vientiane
market. Another isto fogter this connection to Vientiane from the cluster or digtrict level and later from the
provincid level. This step by step progression is supported by the team. A sub-option involves a high degree of
focus on selected village clusters and their later linking at the provincid levd. All these optionsinvolve
cooperation between villagers as a strong basis for entry into the market, and especialy for direct contact with
Vientiane weaving and exporting enterprises. Cooperation should eventudly lead to a cooperative enterprise with
producer shareholdings and control, very preferably supported by new legidation.

Subsidies not efficiently supporting rurd capacity should be phased out. The project should reduce its attempt to
cover large numbers of villages and wide areas and focus more on expertise and potentid leadership in limited
carefully chosen areasin order to try to guarantee sustainable progressin these aress at least. The uncertaintiesin
biophysica and socio-economic methodology can be partly overcome by a greater research orientation,
comparing biophysical or socio-economic methods by trying them in different villages. Post 2006 other villagers
could learn from example and possibly training by village and cluster centres of new expertise.



More cooperation and specidization in silk technology is suggested for dl levels based on learning support. Most
importantly assistance should be given for local variety breeding centres to be run by village specidists and
improved reding in each village to raise the number of silk worms and the qudity of sk respectively. This can be
tried in pilot villages.

General Analysisand L earning,

The project should be seen more in terms of process and systems research, biophysical and socio-economic,
rather than only extension. Severa pilot villages can be used to test and compare severd new idess.

Where possible greater emphasis should be put on learning support rather than resource support and action.
More learning support should be directed at socio-economic understanding of the Slk sub-sector.
Sustainability can be raised by introducing savings and loan groups to silk villages.

Technica-environmenta and socio-economic issues should alway's be seen as linked.

A courseis required on marketing, financia systems and relevant law for awide range of government staff.
This should include a discusson of mativation.

The project should produce an annually updated project progress report or at least an annual report.

Silk Quantity, Quality and Type, and Textiles

* The project should focus on the traditiond sk variety for which breeding by the farmers is manageable
without reliance on outside resources. Although hybrids have high yield potentias they are not available on an
as needed basisfor producers, and availability would require extensive resources.

*  After pilot trids a group breeding centre should be established in each village and technica and management
training should be provided to the responsible persons assigned by each group.

*  Theexiging sk worm egg breeding centre at Xamneua must be maintained to produce eggs to supply new
project villages.

* Intengve technicd training on slk worm breeding should be provided to the provincid staff. Support should
be offered to the provincid staff to train district Saff.

*  The following production management areas should be strengthened: group production planning, improved
reging equipment, sericulture expertise a the provincia level and new specifications of yarn which will alow
fagter reding.

* The project should promote both regling methods that creste different types (not quadities) of yarn.

* Standard Slk yarn samples and prototypes of improved machines including reding machines, rewinding
meachines and twisting machines should be supported to increase yarn qudity

*  Some effort should be put into teaching selected interested village groups textile designs with high internationa

appeal.

Rural Organization Development

Two senior rurd organizationa development facilitators should be hired, or severa equivaents trained.
Increased emphasi's should be put on the strengthening of village groups for cooperative production.
Progressvely assstance should be provided to facilitate the linking of some village groups & least in some
areas to other villages in the same cluster mainly for the purpose of joint marketing but also for enhanced
learning support from the project, mutual technical assistance, specidization and some standardization.



A smal number of new villages should be introduced to the project to help socidly link asdlection of existing
clugters. This should be done after some experience with strengthening cluster solidarity.

Training should be provided to say two new villages, perhaps between clusters, to set up S&L groups, asan
intervention step directly following dialogue, survey and andyssin each village.

When two or more village clustersin a province have achieved a significant degree of cooperation they should
be assisted to link together at the provincid leve, at least in incipient form, before the project closes.

If organizationd development finishes at the village level more people will be involved in marketing learning
and decison making. Communication and financid management is easier. If villagersjoinin aclugter or
provincia network competition between producersis reduced and bargaining power grows, marketing costs
are more widdly shared and it is quicker to accumulate the required vaue to judtify distant marketing,
standardization becomes possible and useful, more buyers can be contacted, more ideas on new products and
markets are better conveyed back to the producers. Better |eadership should be possible from the best of
village leadership.

At acertain collective price of products to sdl and under conditions in which the villagers fed unsure of the
marketing process and no project is available to support further learning, it may be worthwhile hiring a full-
time Saffer to assst.

For full cooperative must have and work under state sanctioned rules, and it must obtain funds or capitd,
ether by investment in the form of shares, by borrowing, or perhaps partly through grants/donations.
Investment in amulti-member organization requires alegal status to give confidence to the investors and
lenders that the funds will be used honestly. The present legidation for companies- limited dlows amaximum
of 20 shareholders, so new law is required whether that extends the company numbers or is preferably a new
law on cooperatives. The project and its supporters should consider ways of expediting new law.

Marketing

>

Further training in marketing should be offered possibly both in village to the village group and to the group
leeders for dl villagesin a cluster at amore advanced level. Marketing role playing may be worthwhile.

The project should consder advising a Lao organization, probably LHA, to fund and run a handicraft fair in
the each the two provinces consecutively, but should not offer mgjor funding itsdlf.

Silk producer groups should be encouraged to sell their products collectively and directly to the end usersto
support quaity improvement and new designs aswell asto increase bargaining power.

Village groups or perhaps clusters should be trained in collective silk and textile marketing in Vientiane.
Training dugter representatives with short courses and study tours to Vientiane may be more cost-effective. It
may not be possible to establish regular relationships between producers and buyers until consistent
standards and schedules are achieved.

Potentia slk and sk products specid in each village and village duster should be identified, in terms of
diversfied product rangesin raw sk yarn, including twisted slk yarn, different types of slk threads and
different types of textiles according to the market demand.

The LHA could consder developing amulti-label system for slk and textiles.

Gender

Whenever possible gender issues should be integrated in training courses to maintain gender sengtivitiesin
future project activities, epecialy where more roles are to be played at village leve.



The LWU should be supported to conduct a study to make sure that intensive silk production will not
overburden women in Tal villages and to further gender issues related to silk in non-Tal villageswhere high
sexud inequality istraditiond.

Age

Most women in the project seem to be middle aged. If more young members do not eventually become
involved the skill will die out, and the sub-sector will decline.

Other Linksto Gover nment

P Discussions should be held with governrment to develop links or harmonisation between the Phase 3 strategy
and their Post-project strategies that will be based on low budgets.

P Two government staffers should be trained for each position with the project.

P Severa government staffers should be trained in market systems and the role that government can play in
facilitating efficient market operations in the expectation thet it will receive feedback in the form of taxes from
profitable businesses including cooperatives



INTRODUCTION

A conaultant team was contracted to prepare an evaluation for the Lao Economic Acceleration Program for the
Sk Sector (LEAPSS) operating in Xieng Khouang and Huaphan provinces in northern Lao PDR. The project is
now approaching the end of its exigting plan and budget on 30 September 2004. The team was asked to focus
on options and recommendations for afollowing and fina two years to promote sugtainability.

The team congisted of a core of three consultants: a team leader, a slk specidist and a marketing specidist, with
major contributions from two Consortium staffers, with other contributions from two central government staff and
many government and project taff in the provinces, and of course the villagers interviewed.

Three Phases

The Lao Economic Acceleration Program for the Silk Sector (LEAPSS) is implemented by the Consortium of
World Education and World Learning in the Lao PDR; under a cooperative agreement (number 442- A-00-99-
00051-00) with USAID. The time frame for the origina agreement ran from October 1%, 1999 to September
31 2002. A two year extension was granted in October 2002 to bring the Project completion date to
September 31%, 2004. USAID has agreed in principa to fund an additiona two years of the project activities
(Phase 3) until late 2006.

Phase Starting Date Finishing Date
1 1 October 1999 31 September 2002
2 1 October 2002 31 September 2004
3 1 October 2004 31 September 2006

Brief History

Field implementation of LEAPSS began in late 2000, with the selection of 12 target villagesin 6 didrictsin Xieng
Khouang and Huaphan provinces in northern Laos. In 2002, the number of target villages doubled while the
number of ethnic groups represented among the beneficiaries also expanded greetly. The most recent expansion
took place in 2003 with the addition of 16 new villages to the Project. LEAPSS is now working with 874
familiesin 40 villages of the two target provinces.

Key Issuesfor the Evaluation

The purpose of the evduation isto:
“formulate a st of recommendations that will lead to greater sustainability of LEAPSS Project interventions, on
way to the close out of the USAID-funded portion of activitiesin late 2006

Specifically, the Evauation Team was asked to:

@ Review progress made in achieving the five intermediate results;

@ Conduct aparticipatory evauation of Project impact & the village leve;

@ Assess options for promoting sustainability of Slk sub-sector development, focusing on the role of the private
sector;




@ Study the regulatory framework that governs the establishment and running of private businesses,
associations, and cooperatives in Laos; and,

@ Prepare a st of recommendations that will form the bass for a work plan during the upcoming dose out
phase of the Project.

The Team was asked to spend most of its time to developing a strategy and making recommendations for
enhancing sustainability of Project interventions prior to the close out of Project activities.

A summary st of possible strategies that would lead to improving the sugtainability of the project after USAID
withdraws funding for LEAPSS a the end of 2006 was provided by the Consortium (see Appendices).

LEAPSS is sad to be working towards developing strong, functional farmers groups for dl of the 40 target
villages in the Project. These groups or, a network of these groups, were considered to be ‘the principal
component of a drategy’ for promoting sustainability for LEAPSS. This reflects Intermediate Result 3 and its
recommended extension (see below).

Theimpact & the village levd is refected in many aspects of this eval uation.

Why Silk isan Excellent Option for Rural Development especially in M ountainous Provinces of the
Lao PDR

Silk has the following advantages over many dterndive rurd commercid activities asfollows:

1. Silk production and weaving has avery long history in the Lao PDR.

2. Mulberry can be harvested and silk worms raised for much of the year

3. Themain labour intengve activity is done indoors and can thus be easily done in spare time, including the
evening, especidly when there is dectricity

4. Mot of the adult members of the family can contribute. The men tend to do the outdoor work and women
indoors.

5. Thedlk isvery long lagting, losing no vaue over time if kept well, athough cocoons must be reded within
about 5 days. Once redled it can be kept and accumulated for sale at opportune times either as Stk or cloth

6. Sk hasahigh price to weight ratio and is nonbreskable meaning that it can be transported long distances to
market over very poor tracks or roads

7. ltisamenable to awide variety of locd and foreign tastes through changing texture and design.

8. Theforeign market for certain textures and designsis huge.

However consderation should be given to focusing support in areas where slk’ s competitive advantage is
greatest.

The Silk and Silk Product Survey in 2000 showed the significant opportunity to increase nationd sk production.
The table below shows that 3 tons more of Lao Sk yarn is needed in the market. However, many users of non
Lao slk want to subgtitute Lao slk for nontLao slk if it isavailable. Thus Lao sk could replace non-Lao stk by
at least about 115 kg./ year.



Production and Salesof Silk Yarn in Lao P.D.R

Production, Salesand Importsof Silk Yarn Weight
(tonnes per
year)
Lao slk yarn produced in LEAPSS areas 2003 1.07
Assumed sales of sk yarn from LEAPSS areas 0.55
Totd Lao slk yarn produced in Lao PDR 8.8
Assumed Total Lao Slk yarn sold in Lao PDR 4.4
Non-Lao dlk yarn imported 115

About haf of the glk produced it is estimated is sold and half is used for village weaving.
The Potentia for Lao silk to replace imported slk is unknown but is probably substantial, based on stated desire
for Lao slk by mgor urban weaving enterprises.

Villages and Enterprises Visited by the Team

The team interviewed |leaders of many urban silk enterprises, one rura enterprise and visited seven villages as
shown below.

Xieng Khouang
Pack Digtrict Ban Mouan
Khune Didtrict Ban Nas

Kham Didrict Ban Xaam, Ban Tha

Huaphan

Xieng Kho Didtrict: Ban Bao
Sop Bao Didrict: Ban Nalok
Hua Phon Didrict: Ban Tham

Project Goal

As st forth in the original LEAPSS Project document, the overal god of the Project states that:

Existing enterprises and micro-enterprises engaged in the production, processing and marketing of silk in
Laos increase their volume and profitability. In addition, new private silk sector enterprises and micro-
enterprises are established, placed on a growth trajectory and made profitable.

Summary Progress So Far on Five Intermediate Results (Objectives)

In support of the overdl god the project works to address five intermediate results. These intermediate results

were initidly proposed by USAID in the 1999 project document, and were updated to reflect additiona project
work/interventions in the 2002 extension proposa.
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The project has made maor gtrides in the achievement of three of the intermediate program results, especidly
given the smdl budget of about USD 1,000,000 per phase. It should be emphasised that the project is highly
cost-effective.

Summary progress with respect to the intermediate results is shown below. This reflects the planned order in
which activities have taken place. Sometime is available in Phase 2 and dl of Phase 3 for a focus on activities 2
and 3. It is recommended that Result 3 be extended to networks in clusters of villagers and indeed perhaps the
two target provinces.

Intermediate Program Objectives Summary Results

1. Strengthened indtitutional capacity of loca Good progress in the technical aspects but
and nationd authoritiesto support privatesilk  limited in the socio-economic areas

sector activities.

2. Better accessto loca and internationd slk Good but variable progress for local

and handicraft markets for silk producers. markets. Minor progress for international
mar kets
3: Enhanced coordination and cooperation Some progress. Small groups organized for

among sk production groups (farmer groups).  extension. Production groups started.

4: Increased role of women asdecision Good progress. Women are almost equally
makers at dl levels of the dlk sector. involved as decision makers, but study is
needed on selected issues.

5: Improved quality and yield of cocoonsand ~ Good progress on yield, and some on
slk yarn produced by farmers. quality.

PROJECT DEVELOPMENT 2001 - 2004

LEAPSS, which began in 2001, has been involved with about 900 familiesin 40 villages in two provinces, 20 in
Xieng Khouang and 20 in Hua Phan, only afew of which have easy access to the provincid town. 12 of these
have been involved for three years, nine for two years and 19 for only one year.

Hua Phan is the main traditiond slk producing area of Laos, o many LEAPSS villages formerly produced sk
using traditiond techniques. A Consortium study here shows a significant correlaion between silk production and
average family incomein project villages. It is sgnificant that Hua Phan is highly mountainous with the slk
production villages located on narrow stream flats and undulating land, and sometimes based on mulberry
production on nearby steep land. The provinces access to Vientiane markets is difficult. Sk production and
weaving is a suitable option for commercid production on these isolated areas as the land area required to grow
mulberries to make one kilogram of silk and weave 20 metres of cloth is only afew hundred square metres and
the end product has ardatively high vaue/ weight retio.

The villages tend to form clusters but at very varigble travel times up to about seven hours from the provincid
town.

11



Three main ethnic groups, dl from the Lao Lum or Ta -Kadai: Phouan, Red Tal, Black Tai, and minor ethnic
groups are involved. Among the smaler Lao Lum groups three White Tai, one Pheung one Pheung-Y euang, one
each Ja, Mouay and Khmu (Mon-Khmer or Lao Theung group) three Hmong villages (Hmong-Mien language
group or Lao Sung).

The project has been helping with raisng mainly the quantity of silk produced. This has been done by promoting
production &t five stages, thefirgt of which is run by the government in each didrict (DAFO):

1. mulberry nurseries

2. mulberry production,

3. slk worm raising (cocoon production)

4. post-cocoon processing

5. marketing

Emphasis has so far been placed on the first four processes. Village men take responghbility for mulberry growing
and women carryout the other three stages. Women thus do most of the work.

LEAPSS has provided extensive training for government personnd in stages 1, 2, 3 and 4 which has contributed
sgnificantly to Intermediate Results 1 and 5. PAFO and DAFO with the LWU with the help of training by the
project have been providing extension support to the villages for these same stages. Groups have been devel oped
within each village to facilitate project intervention and some mutua help and cooperation including trading. There
has been almost no contact between villages.

Project villages are now producing 10-20 kilograms of sk per village (1.38 kg per household). About half of the
slk produced now is sold and hdf is used for weaving in the village but this varies alot from village to village.
Some women prefer to weave which they seeasa’‘ sparetime’ activity that does not compete with other
livelihood activities. But with more intensive production, responsibility for most of the stages of sk and cloth
production, and probably trading, could be over-burdening these women.

EVALUATION: THE FIVE INTERMEDIATE RESULTS

Result 1. Strengthening I nstitutional Capacity
The objective is strengthened ingtitutiona cgpacity of loca and nationd authorities to support private silk sector
activities.

The government splits responsihility for the itk sub-sector officidly into four as follows:
Activity Agency Work So Far

1. Mulberry growing up to Agricuture and Forestry Good progress
post-cocoon processing

2. Weaving Lao Women's Union Mainly gender
3. Garment making Industry and Handicrafts None
4. Marketing Trade and Commerce None

Main Components of I ngtitutional Capacity

Component Commentson Project Contribution

12



1. Accessto materia resources (or Only equipment will last post-project

funds)

2. Staff numbers, sex (gender) and Probably little impact, except gender. Ethnicity,

ethnicity especialy language needs consideration

3. Information, knowledge, learning  Mainly technical

4. Mctivation Through leadership, training and resources.
Possbly temporary.

The table below summarizes the training undertaken and apparent wesknesses

Main Topicsin Which Government Staff
Have been Trained
Mulberry culture

Sericulture
Post- cocoon processing
Extengon

Weaknesses

Too little specidized training to build
Specidization at the provincid level and then a
lower levelsinduding the village.

Perhgps insufficient training for dl saff and
leading villagers on how to teach

Some exposure training on marketing but
requires more.

Topics for the Future
Socio-economics topics
Textiledesgn

Method

Short-training, on-the-job-training and
study tours

Weaknesses

No component on how to learnin a
group to increase the sustainability of
learning.

It isrecommended thet at |east two government staff at any one level and place should be trained in each skill
to ensure continuing organizationa capacity when one saffer is away, redeployed or resigns.

The Sericulture Research Centre (SRC) has been offered training equipment, sericulture manual production and a
new entry drive. Suggestions include further sericulture manua production, anti-biotics, ‘egg sheets and positions
for two gaff at the next sericulture coursein Thailand.

Desirefor Training at Provincial Level - related to Needs

17 government staff were interviewed in Xieng Khouang to obtain desire for training based on a brainstormed list.

Topic Number
Selectin
g
Silk production 0

Comment

Alreedy trained
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Computing 3

Marketing 9 Suitably high

Sk worm egg production 4 Note specidization
Naturd dyeing 5 Note specidization
Adminigration 2

Teaching methods 3 Sonificant

Community development 1

Weaving 1

Textiledesign 0 May not know potential
Accounting 6 Suitably high.

Some senior staff expressed support for training for dl involved in general work processes such a
communication, planning, anayss and presentation. Generdl business or entrepreneurship and microfinance
training should aso be considered.

Thisisjust the beginning of a‘training needs analyss' or better a‘learning needs and desiresanadlyss . Learning is
more than training and staff desire isimportant in motivation.
Such courses must be related to villager needs and desires and the project goals, strategies and problems, etc.

Helping and Helping to Learn

But how can the help best be targeted to rapidly facilitate the growth of rura technica and socio-economic
capacity, the basis of sustainable development. Assigting villagersto learn how to do it themselvesis dmost
adways preferable to doing it for them even if this takes a much longer time.

Thekey isnot just training but awider concept, learning support which indudes within it how to learn the basis
of independence.

Training Villagers

Leaders that learn with Khommaly do not dways disseminate knowledge effectively: eg Ban Mouang and Ban
Nas . Perhaps those villagers that are trained in technical areas should aso be trained in teaching methods
induding some on-the-job training. On a number of occasions in interviews the members did not seem to be
aware of what was taught or shown to their representatives. This dso illugtrates the value of in-village training for
al members. In the case of marketing in-village training for dl should probably be supplemented by higher level
courses for al group leaders together at the cluster level, and later study toursto Vientiane.

Savings and Loans Groups

S&L groupswill increase the sdlf-sufficiency and sustainability of village commercid activity. Revolving funds tend
to have a short life-time. S& L groups should be the first step in microfinance development. S& L group
development should be an early step in any one village, amed at a village wide group based on about four days
of in-village training for al those interested. This urgently requires legidation to fully legitimize the S& L groups.
Xieng Khouang LWU has dready set up S& L groups. The aternative isto register the S& L groups with up to
20 members as companies.

Minorities
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Didtricts should be encouraged to employ minority women staff where the project is working in minority villages,
especidly where few women speak Lao. Nam Saat has started this gpproach is selected digtricts nationally.
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Government Role in the Market

Severd senior provincia government staffers should be trained in market and financia systemsincluding the legdl
framework required and the role that government can play in facilitating efficient operations in the expectation that
it will receive feedback in the form of taxes from profitable businesses including cooperatives, which should
include village savings and loans groups. Mativation for al people in the system should be fully covered. After
piloting such a course others could be asked to co-sponsor it and make it aregular occurrence being offered to
further gaff in the provinces and Vientiane,

Result 2: Marketing

Sk issold to Vientiane and Luang Phabang weaving companies directly and at trade fairs sometimes with the
Consortium’s assstance, to villagers who are going to Vientiane for other reasons, and to independent traders
who vigt the village. Silk isaso sold to some tradersin Provincid towns and sometimes to Hmong villagers that
send it to relatives oversess. Village weavers may become ‘ collectors' or traders.

Severd trade fairs have been organized by the project with PAFO and DAFO with the am of bringing villagers,
traders and urban weavers and exporters together and sell silk and cloth. Handicraft Sales and Exhibition
organized in Vientiane Capita and in the two provinces have been an obvious success which enables silk
producers to become more aware of the silk sub-sector market Thisis an encouraging activity for dl
stakeholders in the sub-sector. The exhibition is supported by LEAPSS in collaboration with concerned
government agencies at loca and centrd level. However, there is room for improvement to ensure optimal impact
of the exhibition and post- project sustainability

» Handicraft sales and exhibition should include locd handicraft enterprises who could be potentid trading
partners of villages.

» Introduce marketing training as part of future cgpacity building plan of the project.

» The project should attempt to maximize the Lao Handicraft Association’s respongihility for future fars.

The fairs have been highly appreciated, but costs and benefits should be compared with other ways of achieving
the same end. For example, taking dected village leaders from dl villages in a cluster, each with alarge bag of
samples, to Vientiane on an introduction and study tour. In future one or more Lao organizations should take
nearly dl responshility for trade fairs.

The recent quarterly project’ s plan activities such astraining on naturd dye and construction of dye hut and
marketing training are planned for the coming quarter.

» It will beimportant in the future to identify potentid silk and Silk products of individud village, clugter of
villages, in terms of diversfied product ranges such asraw slk yarn, twisted silk yarn, different grades of
glk threads and different types of textile handicraft items according to needs of handicraft enterprise
customers.

Silk Price

Price varies with Sk type and over time. In 2004 the price for coarse Ik has risen from 100,000 to 120,000
kip. Ban Tham group can sdll at 130,000 kip per kilogram, and if twisted aready using an old machine at
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150,000 kip per kilogram. These are high prices that the project should try to help duplicate by training in other
villages. At Ban Saam with one 1 kilogram of silk that would sgll for 120,000 kip they can weave 18 metres of
35 cm cloth with 0.1 kg left over. This can be sold for about 150,000 kip, giving an extra ‘[abour return’ of
30,000 kip per kilogram. This was adequate motivation for the women weavers interviewed.

Many villages hope to sell cooperatively in Vientiane. They fed the need to accumulate about 40 or 50 kg to
judtify it. A round trip bus fair to Vientianeis 74,000 kip x 2 from Ban Saam, Kham Didtrict, for example. By
sdling in Vientiane about 10,000 kip is added to the price. 50 kilograms would add 500,000 kip. From this must
be subtracted the return bus fare of say 150,000 and accommodeation if no relatives or friends live there and the
increased price of food over that in the village. It obvioudy best to go if having another reason to go and if one
can say with reldives. A key problemistha most are unable to wait to accumulate this much silk before sdlling.
Clearly avillage cluster would enable much faster accumulation of alarge weight. Loans from a savings and loans
group would help the poorer villagers walt.

Some training in marketing would be an advantage to explain the prices of different types of slk, ways of making
higher price slk, and cloth and the range of outlets available in Vientiane,
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Summary of marketing chainsin Xieng Khouang and Huaphan

Description

Xieng Khouang

Huaphan

Volume of slk produced
(2003)

73Kg

200 Kg

Volume preserved village' s
weaving

Approx. 30%

Approx. 70%

Silk products Own consumption Own consumption
consumersbuyers Locd end-users Handicraft retallers
Handicraft retailers
Products types Pae Va, Shaw, Cloth, Scarf Pae Va, Xin, Tin XinCloth,
Table cloth, Wall hanging, Scarf
Volume sold Approx. 70% Approx. 30%

Immediate slk collectors

LEAPSS

Villagers

Middlepersons from outside of
thevillage

LEAPSS

Villagers (buyers)
Middlepersons from outside of
the village

Type of slk worms Hybrid and Traditiona Hybrid and Traditiona

Silk worms rearing cycle 3to7 3to7

Slk yarn classficationsand | Ma Luam Mai Luam

sling prices per Kg Grade 1: finer 130,000to | Grade 1: finer 130,000 to
140,000 Kip 140,000 Kip
Grade 1: fine 120,000 Grade 1: fine 120,000
Kip Kip
Grade 2: medium 100,000 Grade 2: medium 100,000
Kip Kip
Grade3: corse  80,000Kip | Grade3:corse 80,000 Kip
Ma Ngot Ma Ngot
Finest 150,000 Finest 150,000
Kip Kip

Ma MonNam 140,000 Kip

Village and market relations | Contacts with exigting loca Contacts with traders of
handicraft group/handicraft handicraft textiles in the market
enterprise Contacts with handicraft
Contacts with handicraft enterprise in Vientiane Capita

enterprise in Vientiane Capita

18




Result 3. Coordination and Cooperation in Farmer Groups

In developing villager groups, a process oriented approach rather than an activity based gpproach should be
used. A facilitator should support continuous learning through workshops and field advice. A new position of

Senior Organization Development Facilitator should be added to the project team in each province, or severa
gaff members should be thoroughly trained.

The project has so far developed ‘silk extenson groups and has started forming new silk production groups. The
groups by what ever name should be taken to a deeper level of cooperation involving aspects of production
including marketing. Rather than working at the same time with alarge number of villages as ssemsto have been
the case so far it could be better start with a pilot village (or perhaps two) per district or perhaps cluster to
develop the producer groups. Expansion to neighboring villages should only be undertaken when the firg village is
successful.

In each province, 2 project staff, 2 provincid saff and 2 didrict saff should be intensvely involved in group
development at the pilot Stage.

Coallective action including production planning, distribution of project support, slk yarn qudity improvement by
training and facilitation of the use of new equipment, solving production problems and marketing should be
brought to the groups.

The village-based organization is avery important foundation for forming organizations a higher levels.

When agroup in each village iswell organized, replication of group development process can be carried out in
the neighboring villages. Experienced farmers from the pilot village can help asfacilitators to organize groupsin
the new villages.

To increase marketing cooperation among slk producers, networking of village clusters in each province should
be facilitated. An independent salf-financed organization owned and controlled by villagers could develop
possibly hiring management staff with cooperative marketing asthe main am.

Result 4: Gender

Gender iswdll integrated into the project. Given the fact that ethnic compostion of the target villages tends to be
uniform, with mogt belonging to the Ta-Kadai (Lao Lum) where gender has not seemed to be a mgjor concern.
Divison of labour can be seen among husband, wife and children within a household. The proportion of femaes
playing roles as project’ s coordinator and head of the silk production group is about equa to males. Women are
taking part equitably in decison making in sericulture planning. However in the few Mon-Khmer (Lao Theung)
and Hmong-Mien villagers sexud inequdlity is strong. The gender component should be increased.

Village men take responsihility for mulberry growing and women carryout the other three stages from silkworm
rearing to weaving. WWomen thus do most of the work. A study should be done to make sure that intensive silk

production is not over-burdening women.

Whenever possble gender issues should be integrated in training courses. Thisis to maintain and strengthen
gender sengitivity integrated in future project activities, partly because more roles are required a the village leve.
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Result 5. Silk Quantity and Quality

Slk wormvariety

The project should focus on the traditiond variety for which breeding by the farmers is managesgble without
reliance on outside resources. A group breeding centre should be established in the villages and technica and
management training should be provided to the responsible persons assgned by group. The village breeding
centre should help to organize a production plan in the villages.

The exiging silk worm egg breeding centre at Xamneua must be maintained to produce eggs to supply new
villages The project should work closdy with the province in the near future in preparing budget and personne
for this centre. Intengve technica training on silk worm breeding should be provided to the provincid gaff.

Production capacity

In year 2003 slk yarn production in the project areas was 1,080 kilograms, giving an average of 1.38
kilograms/household. However, 50% of sk yarn was kept for weaving in the village. Strengthening of production
management will help boost production. The aress to be strengthened are group production planning, improved
reding equipment, sericulture expertise a the provincid levd and new specifications of yarn which dlows faster
reding.

Slk Yarn Types

There are two reding methods which creete different types of silk yarn namely mixed or coarse slk (Ma Leum)
medium dlk (Ma Preuk Nok) and fine slk (Ma Yod). Supplying severd types of slk yarn supports a wider
range of fabric design which provides uniqueness and competitiveness to Lao silk. Some urban weavers do not
regard fine silk as superior to coarse slk. The project therefore should promote both reding methods.

Quality Improvement

The qudity of raw sk is ill a big issue in the project. Even though it has shown improvement most slk yarn
produced in the project area has not yet met the basic qudity standards desired by the urban weavers. In most
cases, yarn has to be reprocessed into a standard form prior to weaving. This cregtes additiond time-cost for the
weaver. The extra cogt of yarn twigting for example is 30,000-40,000 kip/ kilogram. Poor qudity slk yarn
reduces fabric qudity.

The project has provided training in slk yarn reding and congruction of improved reding equipment but
awareness of quality improvement has ill not grown much among the producers. Promotion of collective
marketing will support qudity improvement. Sk producer groups should be encouraged to sl their products
directly to the end users. Direct feedback from the users will be a cadys for production and qudity
improvement. Standard silk yarn samples and prototypes of improved machines including redling machines,
rewinding machines and twisting machines.
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Miscellaneous

Mulberry Land

Mulberries are planted usudly on doping land or aong stream flats. Along the Mariver thereisasgnificant strip
of gpparently highly fertile moderately doping land used for terraced wet rice and occasond mulberry plantation.
A smdl number of villages have established their own nurseries. This should be encouraged.

Land alocation progress is variable from village to village. It may be better to have forma government survey and
agreement to reduce the chance of future disputes. Women now have the equd right to sign land use certificates.
Villages choose previoudy shifting cultivation land, cutting and burning regrowth to plant on dopes. Allocation
should include a plantation zone for dl residents on the dopes nearest the village. Ban Saam had a problem with
grass on steep land that was overcome by intercropping with peanuts. Ban Bao and possibly other villages
nearby have arranged for a specid fenced areafor large livestock raising.

Given the smdl area mulberry coversit would seem highly gppropriate for UXO survey and remova to precede
planting.

Socio-economic Satus

The 30 familiesin Ban Naok are al consdered middle level. The reason that the poorest are not involved here
might be investigated by the project. Isthistypicd?

Village Groups

Ban Nas in Xieng Khwang seemsto have a specia problem with the leader of the group. The consortium should
sudy thisissuein the village as awhole and ether help solve it or aandon the village.

Sk Worm Nets

Since an accident in one village no one uses pyrethrin for bed nets. Perhaps cooperation is needed with the
Hedth saff to reintroduce pyrethrin for bed netsto that village.

Credit for Fencing Wire
Vigilance is required on repayments, as village revolving funds rarely last more than afew years. As mentioned

some villages have a specid livestock area, substantialy reducing the need for mulberry fencing. This should be
investigated further.
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Ethnicity

Variable reactions were expressed on the possibility of working with other ethnic groups for trading. Some say
they can work with dl. Others say only with our ethnic group. Ban Bao is animportant opportunity to introduce
(presumably reintroduce) the Khamu in this region to slk and weaving. Other MontKhmer groups aswell as
Khamu could be brought on exposure and then training tours.

Age Cohorts

Thereisatendency for silk group membership to be ‘middlie aged'. Isthere away of interesting the youth in
weaving? Thiswill beimportant for sustaingbility.

Textile Design

At Ban Nalok those interviewed expressed a strong interest in learning about designs for the foreign market. Asa
first step could they be lent a book with modern designs to see what they make of it?

Village Cluster Networks

In generd it can be said that very little interaction is taking place between villagesin the project. Most villagers
interviewed said they knew no one in the other villages. Thisis an areawhere the project will haveto put ina
major effort.

Oneamusing caseisthat of Ban Tham in which the villagers thought that the project wished to protect itsideas
and so they did not try to spread themto other villages. On knowing that this was not the case they expressed
willingness to train others.

THE FUTURE

The ‘evauation’ team has been asked to propose and evaluate severd ingtitutional options for the LEAPSS
project after USAID withdraws assistance in October 2006, and methods of preparing for those optionsin the
last two years of the project. Technica options should aso be considered.

A Clarification of Terms From Subsistenceto the Market

The subs stence peasant households who sdll afew products in the market are till part of the rurd subsistence
sector. Sales of silk now in LEAPSS typically reach on average about 2.3 US cents per day per household. They
might be considered part of amixed subs stence-commercia sector when their cash income generation
gpproaches the vaue of subsistence production. They are thus not usefully [abelled micro-enterprises yet. The
project is helping develop cash income generation in the subs stence sector. When red cooperation develops
supporting production, the cooperative unit could be called a micro-enterprise.

The‘Lao’ Labd

Severd ‘standard’ labels for a certification system would assist development of the silk sub-sector:
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1. ‘Lao Sk’ that primarily means biology and natural dyes. This could be used for the biologicaly Lao sk and
for textiles with largdly foreign ingpired designs.

2. ‘Lao Handicraft' that means woven at the traditional loom (or equivaent for other handicrafts) using essentialy
traditiond patterns, but any type of silk. A product could bear both labels 1 and 2 or a combined one

3. ‘Lao Sk Handicraft' if it fulfils both criteria

4. ‘Lao Made would be used for factory products.

It is presumably better to have severa terms based on clearly defined criteria rather than disagreement over the
meaning of ‘Lao Silk’. Even the above ligt of types does not redly describe every possbility. The next step isto
develop a srategy that will endble labdling to benfit dl levelsin the silk sub-sector. Shops must have accurate

labels on products with explanatory information on the label or in a pamphlet. The LHA must lead here.

From Group through Cluster Network to Provincial then National Networks

Useful interaction could take place over time by cooperation
in strengthened village production groups

between village groupsin clusters and then

in wider provincid ‘ networks , then eventualy

national networks.

VV VYV

The Reasons for Working Together

The team sees some sort of cooperative structure under village leadership preferably backed up by appropriate
law and legal procedure as the best option for long-term village prosperity in the mountainous arees.

Groups and networks could develop for

mutud help/ advice

exchange of materids,

joint production,

discuss and possibly agree on specialization,

some standardization

inter-group training

joint contact with outside groups for training and other cooperation.
Joint marketing

YVVVVYVYVYVYVYVY

Pilot villages, Pilot Clusters

The village-based organization is a very important foundation for cregting organizations involving severd villages
Thefirgt and possibly the most important step is the formation and strengthening of production groups in each
village, garting with pilot .

But the firg pilot villages must be chosen in carefully chosen dusters. Because the Project villagesliein cuders
initid networksin these clusters would be most feasible. If the project decides to support cluster and provincid
networks the clugters that will be supported first with aview to joining them & the provincia level must be chosen
a this gage. These might be called pilot clusters.
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Almog dl exiging clugterslie in one didrict. Clusters could expand to include non-project villages and the project
could introduce new villages between some clugters especidly in Xieng Khouang to help link them socidly. This
Isa much more useful form of project expansion that just taking on one new district.

Technica and organizationa effort must be linked well. Cooperation over silk will spread to other activities.
Stages, Steps and Processes

The past and future potential can be described in stages and steps or processes that may occur at the same time
or & least overlgpping in time in different places.

The stages will develop at different rates in different places, may not al take place in any one village or clugter,
and may take place in different orders or with other characterigtics.

New Saff or Training

A facilitator should support continuous learning through workshops and field advice. A new podtion of Senior
Organization Development Facilitator should be added to the project team in each province. If such people
cannot be recruited it is suggested that selected staff should be sent for intensive training. A manua on thistopicis
needed.

Four stagesand morethan 20 steps ar e suggested below many of which could be facilitated by Phase 3
of theproject. Thisis one possible scenario.

Likely Stepsin Intra-village Cooperation

1. Intra-village groups formed to facilitate extenson (Phase 1 and 2) dso for mutua help (advice) and materid

exchange or gifts.

Groups begin to trade as agroup in an ad hoc way (Phase 1 and 2)

3. Cooperative production groups for silk worm breeding, worm raising, post-cocoon processing.

4. Where there are multiple intra-village groups they may remain for speciaization as sub-groups and join to form
one village group that can interact with other villages.

N

Developing Village-based Organizations

In developing villager groups, a process oriented approach rather than an activity based approach should be used.
The *extenson groups should be taken to adeeper level of cooperation involving aspects of production including
marketing, Starting with apilot village (or two) per district or possibly per province. After saff have more
experience and improved facilitation skills from working in the pilot village, and the processis more or less
successful the group development process can be replicated in other villages. One pilot village per digtrict or
perhaps cluster is recommended unless the project plans to test two methods (sub-methods) smultaneoudy. In
each province, 2 project saff, 2 provincid gaff and 2 digtrict staff from DAFO and LWU should be intensively
involved in group development at the pilot Stage.
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Since the number of slk farmersin each village is not great, one group per village is more reasonable. Exigting
smdl groupsin each village can Hill be maintained but only for facilitating technology trandfer or very intensve
technical follow-up of the extension workers, and possbly specidization.

Collective action including production planning, distribution of project support, silk yarn qudity improvement by
training and facilitation of the use of new equipment, solving production problems and marketing should be
brought to the groups at the village level.

The village-based organization is a very important foundation for forming organizations a higher levels.
The key to success of the group development process is continuity. This means thet the facilitators have to invest
alot of time and effort to work with the farmers regularly.

The process of developing farmer groups should proceed just as with alarger project with preparation, planning,
implementation and evauation.

Learning Support for Village Group Development

The senior Rural OD specidist or equivaent should offer learning support to the other relevant saff. A workshop
should be organized before implementing each maor step. Working methodologies, tools and materids to be
used in that step are explained to saff. A field work plan is prepared by each staffer. Follow-up workshops are
aso organized for summarizing lessons learnt from the previous step, evauating aff satisfaction, incomplete
activities. Methods and a schedule for the next step Documentation of al methodologies, tools and techniques
can form the bas's of amanud progressively written. Field supervison should be offered as well.

Forming Clusters

Village dugters exigt physicaly due to village sdlection by the government and project. Following the
strengthening of village production groups they should be helped to cooperate within these clusters.

If organizationd development finishes at the village levd more people will be involved in marketing learning and
decison making. Communication and financid management is eesier.

If villagersjoin in aclugter or later, aprovincia network certain advantages can be expected if the organization is
well run

competition between producersis reduced and bargaining power grows,

marketing costs are more widdy shared

it is quicker to accumulate the required vaue to judtify distant marketing,

standardization becomes possible and useful,

more buyers can be contacted,

more ideas on new products and markets are better conveyed back to the producers.

I nteraction Distance
Divergent views are held on the likely distance and conditions that villagers would trave to interact with other

villages. A typica view isafollows
2 kilometres to 5 kilometres as a one day round bicycletrip
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through 10 kilometres by busto
more than 30 kilometresif training was on offer in avillage.
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Social factorsimportant in forming cluster solidarity

The project should start to foster cluster networks involving village groups when the groups show a moderate
degree of cohesive action. Factors that will affect the development of cluster networks include the following:

> Village group development

» Ethnicity and relationships

» Enthusasm for the new enterprise
» Exiding village leadership

New Project Villages

Project clusters now have 2 to 11 villages but these could grow in the next two years by the addition of new
villages to strengthen clusters interndly. Many villages are said to want to join so adding such villages may not be
difficult and could be eader that for the origind villages. Cluster cooperation will probably be easiest when they
lie close by along an al westher road to the district centre.

Savings and loans groups

Savings and loans groups could be set up in new villages. S& L groups will incresse the salf-aufficiency and
sugtainability of village commercid activity. This should be the first step in microfinance development. S& L group
development should be an early step in any one village, amed at a village wide group which can be established
with four days of training. Such villages could be chosen within clusters or between clustersto facilitate
cooperation.

Developing village clusters

When groupsin each village are well organized, replication of the group devel opment process can be facilitated in
the neighbouring villages. Experienced farmers from the pilot village can help as facilitators to organize groupsin
the new villages. Clusters will help villagers exchange knowledge, arrange some specidization, broaden marketing
cooperation and other activities. Clusters could have a committee formed from members from each village,
meeting periodicdly in acentra village or the didtrict town.

Possible Stepsin the Development of Cluster Networks

The project facilitates informd links between villages.

The project facilitates group interaction to discuss cooperation.

Village groups begin to exchange ideas and materids

A duster committee is formed from people dected & the village leve.

The project might offer training in leadership, management and marketing for the committee

Clugters begin to trade cooperdtively, at first in an ad hoc way.

Clusters begin to expand to non-project villages nearby

Clugters eventudly include nearly dl norproject villages in the district during the next stage. Some believe the
development of cooperation may end here.

N~ WDN R
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The project could start new villages between clusters during this stage in order to link them more eeslly.
Training for cluster committees could be done together for the potentidly linking clusters so starting to create a
provincia network.

Provincial Networks

Establishing the Provincial Network Organization

When at least two clugters, which were hopefully identified well before this stage, have devel oped a degree of
solidarity, have formed dected committees, and are cooperating for a least one sSgnificant activity, it suggested
that initial steps be taken to bring the clusters together a the provincid levd. Thiswill hopefully be possible
before the project closesin September 2006. Such an incipient network organization could consolidate itsalf
afterwards if it was lucky enough to have good leadership.

Given good leadership provincia networks will further support those advantages that were listed above under
clugter formation. An independent slf-financed organization owned and controlled by silk producers could
develop possbly hiring management staff with cooperative marketing as the main am. At a certain collective price
of products to sdll and under conditions in which the villagers fed unsure of the marketing process and no project
Is available to support further learning, it may be worthwhile hiring afull-time staffer to asss.

Project clusters could be helped to grow in the next two years by the addition of new villages between clustersto
help join clusters and increase interaction. This is probably more important than strengthening clusters asthe
distance between clusters tends to be significant compared with the distance between villagersindde clugters. In
Xieng Khouang more opportunities exist to support new villages between clugters.

Possible Stepsin Inter-Cluster/District Cooper ation leading to Provincial Networks

Inter-cluster cooperation begins for exchange of ideas and materids

The cluster committees meet to discuss the degree of formality of the next steps.

Inter-cluster cooperation begins for inter-clugter training

Inter-cluster trading cooperation begins, at first ad hoc.

Clugter groups form an informal cooperative rasing share capita

The clusters together acquire aroom and storage cupboard they can use in the provincia town.

Clugters hire a person to manage the cooperative when they have atota production that can judtify it, perhaps

about 100 kilograms of dlk per month.

The provincid network advertises seeking new cluster members

9. The network sends volunteers to other village clusters to support cluster networks and eventud joining to the
provincid network

10.Non-producer shareholdersinvolved in the sector are accepted as non-voting shareholders to boost total
capital.

11.Further people are hired.

12.The network is registered as a cooperative under new legidation

13.Gradualy the network becomes province wide.
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Government Laws and Regulations on Businesses

For cooperation to progress the organization must have rules, preferably sanctioned by the state, and it must
obtain funds or capita, either by investiment in the form of shares, by borrowing, or perhaps partly through
grants/donations. Investments by individuas or other organizations might be of equa or unequa vaue, by the sk
and textile producers equd, and outsiders unequd, or other combination. Investment in a multi-member
organization requires alegd status to give confidence to the investors that the funds will be used honestly. Usudly
bank loans require collateral which aso implies alega status for the borrowing organization. However some
banks lend to small groups, using joint group responsibility as a guarantee instead of collateral. Could an informal
cooperative borrow on this basis?

At the moment no legidation supports the formation of full cooperatives. Before such legidation is passed it may
be possible to form a cooperative under company law, dightly modified. Lao law refersto two types of
companies that can have more than two shareholders.

In aCompany Limited
shareholders cannot exceed 20 (alimitation for arura cooperative involving smal shareholders)
the minimum registered capitd is5 million kip (possbly within the capacity of aprovincid organization)
amanager must be gppointed but is guided by company regulations (laws and bylaws) and a generd meeting
of shareholders.

In a Public Company
the minimum registered capitd is50 million kip (surely beyond abeginning rura cooperdive)
shareholdings can be tranferred, adifficulty for cooperatives.

It may be easiest to creste anew type of Company Limited with the possbility of more than 20 shareholders. But
completely new legidation on cooperatives that is Ssmple and cleer isfar preferable.

By late 2005 aworkshop should be held with senior government staff .that includes scenarios of the workings of a
new sk producers cooperative and proposed new legidation or regulations on cooperatives

Beyond the Province

Asthe provincia cooperatives strengthen they will discuss cooperation. This may lead to the following steps:
Hua Phan and Xieng Khouang cooperate to open a shop in Vientiane,

The organizations begins to make internationa contacts through the shop

It attends its first internationd trade fair.

Sk garment making begins

The cooperative begins sdling internationaly

Networks in other provinces start to form and join the Cooperative now known asthe Lao Nationa Silk
Cooperative
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Conclusion

LEAPSS will be able to help at least the early stages of this development. The villagers will need support from
government during and especialy after Phase 3.

Progress will take place a different ratesin groups and cluster networks and inter-cluster networks.
In some clusters and inter-cluster networks the process may be ‘ sustainable’ while in others it does not develop
or falls back after early success.

At least the project should try to begin facilitating the provincid step, as clusters without highly developed
leadership may easily stop at the cluster stage without subtle support to link them to other clusters, introduce them
to provincid government staff and find them a storage place and meeting room in the province town.

If another post Consortium NGO organization is set up to assist this village networking it probably should be
regarded as temporary, only until most of clusters are on a sustainable path.

Village Cluster Focus Sub-Option

In Phase 3 in the next two yearsit could be best to focus on selected clusters, while continuing dighter support
for dl villages, because of variation in

The naturd conditions

The market conditions

Village capacity and enthusiasm

Cooperdtive and supportive atitudes and capacity towards other villages.

This should have government agreement, especialy because of limited budget (see below)

The advantage of slk over most other rura production activities of course varies with the dternatives and the

location. In Xieng Khouang and especidly Hua Phan silk has an especidly high competitive advantage where and

when:

temperatures and soils are appropriate,

the villagers are dmogt universaly poor or just above the poverty line, making labour of ‘low vaue (price),

access to Vientiane markets, and a lesser extent Luang Phabang markets, are limited by poor roads, tracks

and trader services,

4. accessto markets for possible aternative perishable agricultural and processed products with alow
pricelweight ratio are difficult (see Appendices)

wN R

One sub-option for Phase 3 isfor the Project to focus on those clusters

that mogt clearly fit the above description of areas with a high competitive advantage but dso

where villager activities show cagpacity and enthusiasm for one or more stages of silk production and are
where villages are supportive of cooperation with other villagersin the cluster

where villagers are willing to support other nearby non-project villagesin the future.

5. where clusters are close together and so can cooperate eesily.

It may of course be very difficult to find clusters with al these characterigtics. The project should survey and
choose the most appropriate.
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Commercial Training Centre

In each province awdl progressed village or cluster might be helped to set up a commercid training centre
and/or training operations during 2006. The operations will be the most important. If the government wishesto
run commercid extensgon sarvices it might join with such villages.

Diversity

An ironic note might be made that it could be risky for slk to dominate the commercid activities of avillage
excessivey. Sk isaluxury item and luxuries are notorioudy fickle. Business downturns can reduce the market
ggnificantly. Village diveraty isimportant.

Government Support and Phase 3 Development

As the governments extenson budget is likely to remain smdl the government, a least in Xieng Khouang, intends
to target one village in every five or o in the expectation that any new ideawill diffuse out to other nearby
villages. The government is aso supporting this idea that the firgt village asssted must pogtively help others.

It will be useful if this onein five drategy islinked to the podt-project preparation by the Project. The Project
might try to agree with government as to which village will be targeted so that this village can be the focus of
Phase 3 work.

The am could be to promote an ‘expert village (not amodd village) in the expectation that the villagers here will
run commercid training programmes in the future. More skilled villagers from other villages could join the training
and other learning support. It would be better to develop an inter-village support process over the next two years
rather than leave it up to ‘diffuson’.

Ancther dternative would be to suggest to the government that rather than one village in five it should focus on
‘one clugter infive' to build an *expert cluster’.

If the Extension staff are allowed to charge a modest fee per person they could join with the expert villagers.

A Temporary NGO

To st up an independent international NGO to continue supporting the sub-sector after 2006 has been
suggested as one option. Firdly, in the history and future of slk development in the Lao PDR there is probably
nothing specia about the year 2006 as acriticd time to establish independence from Foreign aid. If assstance
were to continue post 2006 it would benefit the silk sub-sector aslong asits brief was independent rural capacity
and thus the sugtainability of village development.

Any further NGO assistance should probably be seen astemporary at least in Xieng Khouang and Huaphan.
There it should gradudly withdraw and hand over assets and full responsibility to government. Whether the work
garts up in other provincesis largely a separate matter athough a nationd slk cooperative may have dready
dtarted to include other provinces.
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1. OVERVIEW OF THE SILK SUB-SECTOR IN LAO PDR

It was not until 2002 that the S1k-sub sector gained atention from leading organizations attempting to
revitalize and promote Lao silk and Lao textiles handicraft as awhole. 2002 isthefirg year the Minigtry of
Industry and Handicraft with endorsement of the Ministry of Commerce, Nationa Chamber of Commerce
and the Lao Handicraft Group, and Lao Women Union has declared anationd day for Lao Handicraft
Products on the 5" November each year.

Since then the Slk sub-sector have shown greater growth and have better organized themsalves at least at
the nationd level. The Lao Handicraft Group’s membership of less than 20 under the textile sub-sector in
2001 now has soared to 93 members, which accounted about 50% of the whole 6 sub-sectors. In 2002
The Lao Handicraft Group was renamed the Lao Handicraft Association (LHA) as the members and
scopes of work have grown.

A survey of slk and dlk productsin 2002 indicated consumption of Lao sk yarn in four mgor provinces
(Vientiane Capital, Luang Prabang, Xieng Khouang and Huaphan) was up to approximately 12 tons per
year, which accounted for only 12% of thetotd slk consumed. This means avery high percentage of silk
yarn was imported, especialy from Vietnam. Xieng Khouang and Huaphan are the two provincesin the
North best known and in fact are the biggest Slk producing sources, up to 8,726 Kglyear. Vang Vieng
digtrict, Had Xay Fong Center and other digtrictsin Savannakhet are dso well known for silk.

Indeed, Lao slk yarn is under supplied and when isthis coupled with easy import of slk from Vietnam,
Thailand and China, Lao sk was put under pressure. However, due to the specid characteristics of Lao
slk and traditiona processing methods Lao slk motif, Lao sk and Lao sk textiles sub-sector hasits own
niche market, which resultsin an attractive textile handicraft business especidly for export. Most slk
enterprises estimate arisng demand for Lao Sk (Survey of sk and slk productsin 2002).

It isnoted from past experience the two main problems with Lao silk are the unreligble and limited supply
and unreliable qudity of silk yarn, both of which are associated with the low yidd of traditiond mulberry
varieties and techniques used during the processing of cocoons and post cocoons production. Where these
problems have been overcome (which is very rare), the price for what is conddered high qudity slk yarnis
often too high for many weavers who then seek dternatives for a cheaper and acceptable substituted silk
yarn. In 2002 the price of fine grade of Lao twisted silk rose to 200,000 Kip/Kg while that of Vietnamese
slk averaged 160,000 Kip/Kg, while the medium grade of Tha silk was approximately 2??? 70,000
Kip/Kg, for example. It is not often that such afine grade of Lao slk can be procured. Mot of the timethe
sk producers creste araw Sk yarn with a coarse to medium grade only, receiving a price sometimes as
low as 55,000 Kip/Kg. In 2002 the medium grade is averaged 80,000 Kip/Kg; and the fine grade is
averaged 90,000 Kip/Kg. There was very rare case to get avery fine grade charged at 110,000 Kip/Kg.
Thus producing sk was not such an attractive occuption for villagers as they were rarely able to produce
fine and very fine grade sk yarn.



Thisyear (2004) the price of Vietnamese slk is soaring to a maximum 250,000 Kip/Kg (56% increased
compared to in 2002). The Lao silk gets a better price to averagely 120,000 Kip/Kg for afine grade; there
isalso arare case for up to 140,000 Kip/Kg. The increased price of Lao Sk is giving more incentive to
Lao slk growers. A partid reason for a better price of Lao sk isthat there are more weavers buying
Vietnamese slk raigng its price and in turn the weavers look for loca chegper silks which thus commands a
dightly better price compared to the past. The demand for Vietnamese slk in Vietnam must dso berising
asmore sk textile factories are openned. Lao fine grade is now averaging 120,000 Kip/Kg against 90,000
Kip/Kg in the recent padt. It islikely that the production of Lao silk is growing as farmers are attracted by a
better 51k’ s price, and handicraft enterprises are finding ways to own mulberry plantations and possibly
owning backward and forward integrated production and marketing systems.

In sum, Lao slk yarn has more opportunities to seizeits share in the silk-sub sector. It could even add
more vaue to the sector through improving many aspects of the products; seeking its own niches and
matching actua desires of customers. A mechaniam that is appropriate to enable the marketing chain run
for optimal benefits to the Slk producers a grass root leve istherefore deemed necessary.

Lao Handicraft Association (LHA)

Lao Handicraft Association is a semi-government semi-private organization and is abranch of Lao
Nationa Chamber of Commerce established in 1998. Its am isto unite Lao companies and home- based
enterprises in the handicraft sector on the basis of voluntary membership. The main tasks of the association
are to preserve and promote the fine traditions of Lao handicraft, to improve theire design and quality and
to develop products and increase the production for local, regiona and international markets.

Textile handicraft is one of the tota six sub-sectors under the association umbrella, which accounted for
the largest membership, 50% or 93 members, of which two are enterprisesin Huaphan and Xieng
Khouang (Handicraft Enterprise Promotion Hugphan Province, and Lao Sericulture Company Limited).
The association now focuses on boosting export potential of Lao textile handicraft through capacity building
especidly training and exposure to overseas exhibition and trade fairsits for membership.

The LHA is one association receiving high attention and support from government organizations and
internationa agencies. Through a partnership project between HWK -LNCCI the LHA hasitsown
organized saes exhibitions and the promise of a“Design center”. Recent projects include ones cooperating
with UNIFEM for accelerating women' s economic empowerment in the silk sub-sector; with JETRO for
the creation of “CHAI LAO" sk labd; and with VETSA for standardization of curricular concerning
handicraft related vocationd skill education. LHA will arrange training in standards with the Department of
Handicrafts. The Department of Education wishes to creste sandardsin job skills, curriculums, and
products. In textiles many standards are being devel oped.

The Design Center isto be atraining center serving different sectors under the LNCCI membership. The
LHA will expand membership (the membership fee is 200,000 Kip/year) to provinces encouraging
handicraft farmer groups to have a presence and gain possible benefits from the LHA service including
linking producers and buyers. Perhaps village clusters or provincia networks could more redigticdly join.
The organization would have to register with the Commerce Department in the province. LHA has offered
to help organizations at the didtrict leve. If LHA plansto train villagers with UNIFEM’ s assstance, it
would be good to either link to LEAPSS or learn from its methodology.



Thereisaposshility that the handicraft enterprises that are members of the LHA would be interested in
becoming business agents of the LEAPSS project. The LHA fedsthat only through private business-like
approaches will the sustainable growth of slk sub-sector will be ensured.



2. MARKETING CHAIN OF SILK YARN OF LEAPSS STARGET
VILLAGES

Marketing Chain in Xieng Khouang

LEAPSS in Xieng Khouang has 20 target villages (9 new villagesin 2003) in four digtrictswhose silk yarn
productivity amounted to approximately 295 Kg in 2003. There are 4 types of marketing chain identified in
the four villages of vigt in Xieng Khouang which assumes largely gpplicable to the other villages.

Type A Marketing

For type A of marketing chain the silk yarn produced within the village are collected by avillager (for
Mouan village) who has a connection with the Handicraft Promotion Company in town (in fact the person
isagger of the owner of the company and dso awife of the village' s headman). The collection as such
happens in an informal way in which the collector will buy from the neighbors whenever she knew there are
slk yarns available. Payment isimmediate cash which the collector received in advance from the Company
asworking capita for slk collection.

The Handicraft Enterprise (in this case is the Handicraft Promotion Company) processes textile products
mainly through individua household' s weavers whom will be paid for their wages about 10,000 to 15,000
Kip per day. Smdl portion of the products are sold localy, while the larger are sold to handicraft outletsin
the market of Vientiane Capital. Main customers of the products are wholesadlers from Thailand who then
<l the products to Thai indtitution customers and aso export to international markets. The products are for
example, Pae Va, and different styles of Shawls.
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Certain volume of slk yarns are also collected by LEAPSS project especidly prior to the Handicraft Sales
and Exhibition through which the villagers will get paid when their products are sold at a price they labeled
for different grades of dlk yarns. The slk yarns were sold during the exhibition to the handicraft enterprises
from Vientiane Capital who then use thelocal produced silk thrests for furthering processing before the
textiles woven products are sold to their customers either domestic or international market or both.

Price. Thereis no differencein price of silk yarns sold to the village s collector and LEAPSS given the
same grade of the silk yarns.

Grade 1: fine 120,000 Kip/Kg
Grade 2: medium 100,000 Kip/Kg
Grade 3: coarse 90,000 Kip/Kg

Possibility for future marketing involvement of the villagers (Type A). The village weavers showed
interest in collective saling of slk yarn produced within the village, especidly for regular order from
wholesders or handicraft enterprises. Not only the village Sk producers who share knowledge about silk
production among themsdves, they occasiondly share with their cousins who raise silk worms too.
However, the silk production in the nearby villagesis not very obvious. The villagers of this village have
frequent access to sub-digtrict market (ThangBeng) but not to Phone Savanh market of Xieng Khouang.
The knowledge of how the sk yarn could be marketed is extremdly limited.

Type B Marketing
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Intype B marketing chain, the middliepersons collect silk yarn in addition to LEAPSS s effort prior to the
handicraft exhibition. One of the two middlepersons identified in Nasea village is slk trader from Phone
Savanh digtrict and another is villager of this village who are not member of LEAPSS sslk production
group. About haf of the slk volumes produced by the village (Nasea) are kept for households own
textiles woven of which 30% of the products are sold to the local handicraft retalersin loca market. It is
assumed that the silk yarns once being collected from a number of villages by the middlepersons are then
shifted to Handicraft Enterprises (including Handicraft Promotion Company) located in Phone Savanh
town.

Price. Thereisdifferencein price of slk yarns sold to the middlepersons and LEAPSS given the same
grade of the sk yarns.

Finest grade (Mai Ngot): 150,000 Kip/Kg (through LEAPSS)

Grade 1. fine 120,000 Kip/Kg (through LEAPSS),
110,000 Kip/Kg (through middiepersons)

Grade 2: medium 100,000 Kip/Kg (through LEAPSS),

80,000 to 90,000 Kip/Kg (through middlepersons)

In fact, the middlepersons were given cash by the enterprises equivaent to amount of slk yarn the
enterprises need at a sdlling price, for example 120,000 Kip per Kg of fine yarn category. Depending on
bargaining skills of the middlepersons who might be able to lower price than the one set by the enterprises,
the difference made is a profit to the middiepersons. The villagers often get much lower price than they
expected viathis channe of trade especialy when they arein highly need for cash.

Possibility for future marketing involvement of the villagers (Type B). Almost every household (40
hhs) of Nasea village has tradition of slk and slk textiles production. However, there are actudly 8
households under the LEAPSS and approximately 15 not under the project that continue such tradition. In
addition, there is one village s silk producer who is aso a collector of silk yarn as noted earlier from other
villages. Possihility to connect the whole production of the village into one market channdl is not foreseen
due to there conflict inherent within the village whaose villagers come from different villages before
consolidating into this one.

Nevertheless, nearby this village there are other three making atogether 39 household silk producers. This
makesit possble for future collective marketing effort. Thereisin fact one of the project’ s silk producer
member expressed interest to take a marketing role with minimum service fees for himsalf. In addition,
sharing of slk-related production task such as silk regling to other villagers who are free enough at awage
of 15,000 to 20,000 Kip/Kgislikely.

The villagers of this village have frequent access to Phone Savanh market especidly to sdll woven itemsand
other small agriculture products.



Type C Marketing

TypeC
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Type C of marketing chain has only LEAPSS project asimmediate slk buyer through its marketing effort.
The C type applies to the village with intensive textile woven which are in fact not many of them in Xieng
Khouang, gpproximately 3 of the 20 villages have weaving practices along slk production. For Xam
village, about 70% of sk yarns produced by the villagers are further processed into atypica product
whichis“Pae Va'. Mgority of the products especidly “Pae Va' are sold to especidly “Hmong”
consumers who frequent buy directly et the village at a price of 8,000 Kip per meter. Silk production of the
village is nat enough for textile production of the village itsdf. There are many households who then s
labors to local handicraft enterprises to produce such textilesitems as “Cloth” and “ Scarf” and * Shawl”
using Vietnamese sk and chemica dyes.

Price. The villager gets the same price for the sk yarns with the same grade as the villagers of other
LEAPSS starget villages. The medium to fine grade sk yarn are identified in this village of which the
medium oneis suitable for “Pae VA’ ??production.

When compared silk yarn and silk products, the latter activity added more vaue or additional profit of
34,000 Kip to the weaver given the assumption that the customers buy directly at the village (as illustrated
below). However, when the trangportation cost involved as afixed cost profits can be made only for sales
volume bigger than 20 meters.



Silk product Slk

Income from selling 20 meters of Pae Va Income from sdlling 0,8 Kg of sk
20 m X 8,000 Kip/m = 160,000 Kip yarn:

. . 0,8 Kg X 120,000 = 96,000 Kip
Slk cost: 0,8 Kg X 120,000 = 96,000 Kip

Labor cost (part-time): 3 days X 10,000 Kip/day= 30,000 Kip
Total costs: 126,000 Kip

Profits or value added: 160,000 — 126,000 = 34,000 Kip
Transport cost: 35,000 Kip/person (return)
Loss. 1,000 Kip

Possibility for future marketing involvement of the villagers (Type C) . The villagers of Xam village
aready have connection for sk products trading with direct consumers and loca handicraft enterprises.
They have tradition of trading with outsders dso for village-made acohol product. The villagers showed
high interest of engaging in weavings which could aso be subcontracted to nearby villages weaversif they
have enough slk yarns.

Type D Marketing
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Type D of marketing chainis amilar to type B which has LEAPSS and middlepersons asimmediate sk
collectors at about equa quantity. Only smal amount of dlk yarn is kept for own-made woven products.



The middiepersons identified in village of vidt, Thaare from the Handicraft Group, Xieng Kieu village and
from other villages.

Price. Thevillager gets the same price for the sk yarn with the same grade as the other villagers during the
Handicraft Sdes and Exhibition supported by LEAPSS. The medium to fine grade slk yarn are identified in
this village which priced as follows.

Grade 1: fine 120,000 to 130,000 Kip/Kg
Grade 2: medium 100,000 Kip/Kg

Possibility for future marketing involvement of the villagers (Type D). Thaisthe village thet the first
Handicraft Sdles and Exhibition organized in Xieng Khouang. The villagers of this village therefore were
exposed much more than others resulting to a greater sense to involve in marketing of sk yarnsin the
future. During the exhibition persona contacts have been made for future sk supply to enterprisein
Vientiane Capitad at ardatively good price of 130,000 Kip/Kg for fine grade silk yarn with no limited
quantity, for example. The village sees this as market opportunity in addition to existing opportunity in loca
market. The village s project coordinator in particular expressed future marketing plan of the village
including collective Sk yarn collection with service fees charged to the enterprise buyer; usng village
revolving fund for the purpose of encouraging weaving activities, for example. Thereis dso possbility to
engage S|k producers of two other villages nearby, Na Say and Na Xay in collective marketing effort.
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Textile processing
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Marketing chain in Huaphan

Type A. Thisisthe smplest channd of slk yarn found in one of the vigited village in Xieng Khor disrict,
Bao village, in which the silk yarn produced is collected by LEAPSS especidly for the Handicraft Sdes
and Exhibition in Xam Neua; and little left for household textiles weaving for own use.

Price. There are three dightly different prices of slk yarns the producers received during the Handicraft
Sdes and Exhibition which reflected three different grades of yarn from the perspective of the buyers.

Grade 1: fine 120,000 Kip/Kg
Grade 2: medium 110,000 Kip/Kg
Grade 3: corse 100,000 Kip/Kg

In addition, the villagers of thisvillage raise “Mon Nam” and sold at a higher price, 140,000 Kip/Kg.

TypeA
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Possibility for future marketing involvement of the villagers. Through the Handicraft Saes and
Exhibition in Xam Neua one of the buyers from handicraft enterprisesin Vientiane Capital has requested to
have slk yarn supplied to the enterprise from this village. The project coordinator from the district’s Lao
women Union was the one made verbdly agreement with the enterprise for future silk yarn supplies. So far
this seems to be the only promising buyer for Bao village' silk producers, otherwise they have no idess of
secured market for Slk yarns.
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Thistype B marketing channel found in Na ok village, Sob Bao didtrict of Huaphan is smilar to type B of
Xieng Khouung. The silk yarn produced went through (1) LEAPSS for Handicraft Sales and Exhibition,
(2) middlepersons for local handicraft enterprises, and (3) households' textiles production. Nevertheless,
the quantity of silk yarn sold out and maintained for processing are about the same 50% to 50%. Almost
100% of textile product is Smply “Tin Xin” mixed between S|k and cotton. There are at least 4
middlepersons who regularly bought and then resold to retailersin local market of Xam Neua.

Price. The same price ranges from 100,000 to 120,000 Kip/Kg are applied to different grades of silk
produced by Sob Bao village. The villagers get the same prices they sold sk to middiepersons and through
LEAPSS, 120,000 Kip/Kg isausua price mgority of them received.

When compared between slling silk yarn and sdlling processed “Tin Xin” textile product using the silk yarn
they produced, the villager will make aloss (not included costs of cotton and chemica dye) of 15,000
Kip/piece asillugtrated below:

Tin Xin
Sling price: 10,000 Kip/piece
Investment cost: 25,000 Kip/piece

Raw meterias
Silk: 0,5 Kg X 100,000 Kip/kg (use the corse grade) = 5,000 Kip/piece
Cotton and chemicd dye: na

Labour (full time)
2 days X 10,000 Kip/day (minimum acceptable rate) = 20,000 Kip




Loss. 15,000 Kip/piece

Possibility for future marketing involvement of the villagers. Trangportation from the village to
markets is convenient (4 times/day). Mgority of the villagers seem to have experiences in dealing with
middlepersons and market places for dso other cash crop they grow like soybeans. They showed interest
for possihility to involve more in the marketing chain as for example sk collector and selers. Xam Neua
market isthe place they felt they could gpproach and sdll slk yarn in bulk.

TypeC
30% 100%
LEAAPSS Handicraft enterprises (VTE) Textile processing End users (domestic,
int'l)
Silk
producerss

Villagers Textile retailersin local

market

20%

Textile processing
0%

50%

50%

Textile

; LEAPSS ! \Handicraft enterprises .> End users (domestic,
processing ——
50% 100% (VTE) int'l)
»Textile retailersin
50% local market

Type C. About 70% of slk produced in Tham village, Xam Neua didtrict go to processing of textiles
woven items. Thisis conddered atypica marketing chain of many other villagers under LEAPSS dueto
long tradition of weaving skills the villagers possess which now turn into amore commercid activity. There
are 26 households of the total 43 households that participated in LEAPSS project. The silk produced
within the village are sold to one another especidly those are good at and fond of weaving. In some cases
the weavers engaged in weaving for the same piece of work and share the profitswhen it is sold. Mg ority
of the textile products sold through the project especidly to handicraft enterprisesin Vientiane Capital who
ordered with certain specification of products such as cloth and Xin with natura dyes.

The villagers themsalves dso sold the textiles to local market but the products demanded by local market
aretotdly different fror what ordered by enterprisesin Vientiane. They made from Vietnamese silk,
chemica dyed and showy designed. For the villagers, local market is not secured and prices are not as
atractive as Vientiane Capitd market.



Price. Theslk yarn sold at the market prices which are 100,000 Kip to 120,000 Kip for medium and fine
grade respectively, and the price islower for the lesser fine grade.

Possibility for future marketing involvement of the villagers. Participating in Handicraft Sdes and
Exhibitions organized every year with support of LEAPSS, the villagers are better aware of demand and
taste of customers, especidly from Vientiane Capital. Currently, the village has its coordinator who on
behdf of the village collects textiles products to be sold through LEAPSS s marketing persond to
handicraft enterprisesin Vientiane Capitd. There are two enterprises from Vientiane Capita in fact placed

orders of cloth made from Lao silk and natura dyed; and certain designed woven cloth.

Summary of marketing chain in Xieng Khouang and Huaphan

Description

Xieng Khouang

Huaphan

Volume of sk produced
(2003)

73Kg

200 Kg

Volume preserved village' s
weaving

Approx. 30%

Approx. 70%

Silk products Own consumption Own consumption
consumersbuyers Locd end-users Handicraft retailers
Handicraft retailers
Products types Pae Va, Shaw, Cloth, Scarf Pae Va, Xin, Tin XinCloth, Table
cloth, Wdl hanging, Scarf
Volume sold Approx. 70% Approx. 30%

Immediate S1k collectors

LEAPSS

Villagers
Middlepersons from outside of the

village

LEAPSS

Villagers (buyers)

Middlepersons from outside of the
village

Type of slk worms Hybrid and Traditiona Hybrid and Traditiona

SIk worms rearing cycle 3to7 3to7

Sk yarn classfications and Ma Luam Ma Luam

sling prices per Kg Grade 1: finer 130,000 to Grade 1: finer 130,000 to
140,000 Kip 140,000 Kip
Grade 1: fine 120,000 Kip | Grade 1: fine 120,000 Kip

Grade 2 medium 100,000 Kip

Grade 2 medium 100,000 Kip

Grade 3: corse 80,000 Kip Grade 3: corse 80,000 Kip

Mai Ngot Mai Ngot

Finest 150,000 Kip | Finest 150,000 Kip
Ma Mon Nam 140,000 Kip

Village and market relations

Contacts with existing local
handicraft group/handicraft
enterprise

Contacts with handicraft enterprise
in Vientiane Capitd

Contacts with traders of handicraft
textiles in the market

Contacts with handicraft enterprise
in Vientiane Capita







Future Marketing Opportunites for Four Villages Surveyed

Xieng Khouang

Possibility for future marketing involvement of the villagers (Type A). The village weavers of
Muan Village showed interest in collective sdling of dlk yarn produced within the village, especidly for
regular order from wholesders or handicraft enterprises. Not only do the village silk producers share
knowledge about slk production among themselves, they occasiondly share with thelr cousnswho raise
slk wormsin other villages too. However, the sk production in the nearby villagesis not very obvious.
The villagers of this village have frequent access to sub-district market (ThangBeng) but not to Phone
Savanh market of Xieng Khouang. The knowledge of how the silk yarn could be marketed is extremely
limited.

Possibility for future marketing involvement of the villagers (Type B). Almost every household (40
hhs) of Nasea village has tradition of slk and slk textiles production. However, there are actudly 8
households under the LEAPSS and approximately 15 not under the project that continue such tradition. In
addition, there is one village' s silk producer who is dso a collector of silk yarn as noted earlier from other
villages. Posshility to connect the whole production of the village into one market channd is not foreseen
due to there conflict inherent within the village whose villagers come from different villages before
consolidating into this one.

Nevertheless, nearby this village there are other three making dtogether 39 household sk producers. This
makesit possible for future collective marketing effort. Thereisin fact one of the project’s ik producer
member expressed interest to take a marketing role with minimum service fees for himsdlf. In addition,
sharing of slk-related production task such as silk regling to other villagers who are free enough at awage
of 15,000 to 20,000 Kip/Kg islikely.

The villagers of this village have frequent access to Phone Savanh market especidly to sell woven items and
other small agriculture products.

Possibility for future marketing involvement of the villagers (Type C) . The villagers of Xam village
dready have connection for dlk products trading with direct consumers and locd handicraft enterprises.
They have tradition of trading with outsders dso for village-made acohol product. The villagers showed
high interest of engaging in weavings which could aso be subcontracted to nearby villages weaversif they
have enough sk yarns.

Huaphan

Possibility for future marketing involvement of the villagers (Type D). Thaisthe village thet the first
Handicraft Sales and Exhibition organized. The villagers of this village therefore were exposed much more
than others resullting in a greater sense to involvement in marketing of stk yarn in the future. During the
exhibition persond contacts were made for future silk supply to enterprisesin Vientiane Cepitd a a
relaively good price for example of 130,000 Kip/Kg for fine silk yarn with no limit on quantity. The village
sees this as market opportunity in addition to the existing opportunity in the loca market. The village's
project coordinator in particular expressed a future marketing plan for the village including collective stk
yarn collection with service fees charged to the enterprise buyer; using the village revolving fund for the



purpose of encouraging weaving activities, for example. There is o the posshility to engage silk
producers of two other villages nearby, Na Say and Na Xay in collective marketing effort.



3. PROFILES OF EXISTING HANDICRAFT ENTERPRISES

Xieng Khouang

These handicraft enterprises are potential contacts for future LEASPP s Slk yarn producers

1. Lao Sericulture Company Limited

Back ground

Owner: Mrs. Kommaly and foreign business partner (CAMA
craft)

Legal status: Company (foreign-Lao)

Year of operation: 1985

Year of official establishment: 1993

Location: Xieng Khouang

Employees:

Up to 50 personsin peak season

Coverage of the villagers:

20 villagesin 5 didtricts of Xieng Khouang, and 20 villages
in Huaphan

Inspiration for the establishment
of the Company:

The owner had background working in textile industry.
She sees stting up the company would help to generate
employment and income for women in addition to preserve
traditiona sericulture and weaving skills of villagers of
Xieng Khouang and Hugphan. The company gains strong
support from concerned government organizations both at
centrd, provincid, didrict and village levels. In addition, a
husband and families members and foreign business
partner give strong support in al aspectsto Mrs.
Kommaly.

In puts

Silk worm:

Traditiona and hybrid (50%-50%). The company hasits
own slk warm eggs suppliersin Thailand in addition to
Sericulture Center.

Suppliers of silk yarn and means
of supplying:

The company and villagersin the target aress. Villagers
outside the target areas could aso supply to the company
if wanted.

Some villagerswill bring sk yarns or cocoons directly to
the company for sdes. The head of the target villages will
collect from slk producers and bring in bulk to the

company.

Volume of silk yarn collected:

2,000 Kg/year of which 75% collected from villagers and
25% produced by the company.

Price/Kg:

Buy from villagers 95,000 to 120,000 Kip/Kg

Volume of silk yarn neede/ year:

Unlimited

Capacity to purchase silk yarn:

The company has high capacity to absorb slk yarn from
villagers. It locates certain amount of fund to individua




target village which is managed by heed of the slk
producer groups within the village and the head of the
village. Operationa cost is charged by the person and
village in charge which varies depending amount of
cocoons or slk yarn collected.

Vegetables dyes. Loca resources using own labor and traditiond technique
Products
Types: Slkyan
Fabric (cloth)
Price: slk yarn: 160,000 to 170,000 Kip/Kg (after further

processing) and 200,000 Kip/K g after twisting
Fabric: up to 108/m ?2?

Training service: Basaed on amost 20 years of experience in sericulture and
dlk sub-sector, the owner, Mrs. Komaly and a husband
have provided technicd training concerning cocoons and
post cocoons production to villagers under the company’s
coverage. In addition, many other projectsin thisfield
aso use training service of the sericulture company.
LEAPSS s one among the projects often uses the service.

Production process

For most cases the company distributes silk worms at the 3rd star to the villagers for rearing.
About 20% of them will do sk reding and sdl silk yarn to the company, while 80% s
cocoons to be further processed by the company. The company has recently used machine (2)
for cocoon redling which one machine can replace up to 6 workers doing manudly. The
meachine boosts the company’ s productivity and reliable slk threads quality. The company aso
uses its own invented cocoons ovens to keep the cocoons dried so that they can be arranged
appropriately for cocoons processng.

In the past the company buys fabric made by villages weavers, but now it relies mainly on its
own fabric workshop located in the same area of the company’s post cocoons processing. It
employs women from nearby villages about 10 to 15 persons for fabric weaving. The products
will be sent mainly to its outlets in Vientiane Capitd.

Customers

Name: Textile Handicraft outlet “Mulberry”, Vientiane Capitd
Outletsin USA and Audtralia (under processing)

Lao Textiles, Vientiane Capital

Peng Mal, Vientiane Capitd

others (on requested)

Implications for LEAPSS:
» Posshbility of supplying silk yarn produced by villagers to the company
» Using technicd training service of the company

>

Using the company as business agent since the company has experiences about village-based
group marketing, technical know how support, and aso it iswell established for the marketing
network at nationd leve



2. Handicraft Group of Xieng Kieu village

Back ground

Owner: Mrs. Bounmy

Legal status: Single proprietorship
Year of operation: 1995

Year of official establishment: 2002

Location:

Xieng Kieu village, Kham didtrict

Number of weavers and looms:

Women within Xieng Kieu and nearby with atogether 27
looms (9 looms are in the workshop of the enterprise)

Inspiration for the establishment
of the Handicraft Group:

The owner inheritaged textiles weaving skills from parents
and has used for household income; being head of Lao
Women Union at village level created a sense of promoting
well being of women; gained strong support from Lao
Women Union at central to the grass root levels for the
establishment of the enterprise so that to cresate
employment and income generation opportunities for
WOomen.

In puts

Suppliers of silk yarn and means
of supplying:

At the moment the husband of the owner collected silk
yan in the villages. Villagers of 4 villages including villages
under LEAPSS s coverage: Tha and Nasay whose head
of the sk producer groups are interested to collect yarn
and supply to the enterprise. 5000 Kip is charged on
every one Kg of yarn collected through cash system.

Volume of silk yarn collected:

125 Kglyear (of which gpprox. 45 Kg from Thaand
Nasay)

Price/Kg: 100,000 Kip (grade 1); 120,000 Kip (grade 2); 130,000
Kip (grade 3)

Volume of silk yarn needed per | Unlimited

year:

Capacity to purchase silkyarn | 50 Kg/mth

by cash

Vegetables dyes. Loca resources using own labor and traditiond technique
Products
Types: Mainly cloth fabric (width 90 cm); plain and smple

weaving technique; and natural dye

Production capacity:

Apprx. 100 m/month (under supply)

Production process

The raw silk will be distributed to villagers for twisting; the owner will do the
degumming, and natural dying and prepare for warping. Apart from the looms located in
the workshop, those at individual households will be in charge by the weavers and the
final products, clothes will be submitted to the workshop before the shipment to Lao
Cotton Company in Vientiane Capital can be made.




Customers

Name; State Lao Enterprise--Lao Cotton Company. Long term
and roya customer with more than 10 years relationship

Demand: Approx. 1000 m/mth

Price: 45,000 Kip/m

Expenditures

Twisting yarn: 20,000 Kip/Kg

Weaving labor cost: 6,000 Kip/meter

Transportation to VTE: not being charged, possibly 10,000 Kip/time

Business tax: lump sum of 20,000 Kip/mth

Implications for LEAPSS:

» Posshility of supplying sk yarn to the handicraft group; and
» <dling cloth produced by the villagers to this enterprise

3. Handicraft Promotion Company

Back ground

Owner: Mrs. Amphone
Legal status: Company

Year of operation: 1998

Year of official establishment: 1998

Location: Phone Savanh didtrict

Number of weavers and looms:

Women within Phone Savanh and nearby dtogether 250
persons

In puts

Suppliers of silk yarn and means
of supplying:

The company imported Vietnamese slk yarns and
collected Lao sk through middiepersons.

Volume of silk yarn:

Approx. 500 Kg/mth of Vietnamese silk and 50 Kg/mth of
Lao slk (from Long Mo and Thavillage, for example)

Price/Kg: 190,000 Kip for Viethnamese silk
125,000 Kip for Lao silk
Volume of Lao silk yarn needed | Unlimited
per year:
Dyes: Chemicd dyes
Products
Types: Shaws usng Vietnamese slk and chemica dyes

Pae Vaudng Lao slk

Production process

Theraw silk and chemical color will be distributed to villagers for weaving. The weavers
work for labors approximately 10,000 to 15,000 Kip/day

Customers

Name:

| Handicraft Enterprisesin Vientiane

Implications for LEAPSS:




> Posshility of supplying silk yarn and sdlling Pae Vawoven by the villagers to this Handicraft
Company



Huaphan

(potentia contacts for future LEASPP s silk yarn producers)

1. Kham Bai, Silk and Textile Handicr aft trader, Xam Neua

Back ground

Owner: Mrs. Kham Bai

Legal status: Sk and Textile Handicraft home-based enterprise
Year of operation: 1999

Location: Xam Neua digtrict, Hugphan

Number of weavers and looms:

Individua householdsin Xam Neuaand digtricts nearby,
up to 50 looms.

In puts

Suppliers of silk yarn and means
of supplying:

Vietnamese traders through Sernla-Nameo border, for
example. Collect Lao slk yarn in person and through
middlepersons.

Volume of silk yarn:

Approx. 1,000 Kglyear for Viethamese silk
300 Kglyear

Price/Kg:

250,000 Kip for Viethamese silk
120,000 Kip for Lao sk not yet twisted and 160,000 Kip
for twisted

Volume of silk yarn needed per
year:

Unlimited

Capacity to purchase silk yarn

At the moment the enterprise hasless capacity in
purchasing slk yarn due to working capita problem

Dyes: Chemicd
Products
Types. Mainly plate math, traditiond motifs and mainly chemica

dyes

Production process

The raw silk and chemical color will be distributed to villagers for weaving. The weavers
work for labors approximately 10,000 to 15,000 Kip/day.

Customers
Name: Enterprisesin Vientiane Capitd
Demand: Unlimited

Implications for LEAPSS:

> Posshility of supplying silk yarn produced by the village to this home-based enterprise.

1. Thin Thong Textile Handicr aft trader, Xam Neua

Back ground

Owner: Mrs. Thin Thong

Legal status: Textile Handicraft home-based enterprise
Year of operation: 1997

Location: Xam Neua digtrict, Hugphan




Number of weavers and looms:

Individud householdsin Xam Neua 10 looms, maximum
50 looms

In puts

Suppliers of silk yarn and means
of supplying:

Xam Neua market for Vietnamese silk and Collect Lao
slk yarn through middlepersons.

Volume of silk yarn:

Approx. 3,000 Kglyear for Vietnamese silk
500 Kg/year

Price/Kg: 250,000 Kip for Vietnamese silk
120,000 Kip for Lao silk
Volume of Lao silk yarn needed | Unlimited
per year:
Capacity to purchasesilkyarn | 50 Kg/mth
by cash:
Dyes: Chemica
Products
Types. Mainly doth fabric
Price: 45,000 Kip/m (90 cm width) and 50,000 Kip/m (100 cm

width)

Production process

The dyed silk will be distributed to individual household’ s workshop for weaving. The
weaverswill send completed clothes to the owner.

Customers

Name: Enterprisesin Vientiane Capitd (Owned by Mrs.
Ammgdin)

Demand: 300 m/mth

Expenditures

Twisting yarn: 20,000 to 30,000 Kip/Kg

Weaving labor cost: 7,000 Kip/meter

Transportation to VTE: 2500 Kip/Kg by air

Business tax: lump sum of 60,000 Kip/mth

Implications for LEAPSS:

» Posshility of supplying Slk yarn produced by the village to this home-based enterprise.




Vientiane Capital

1. Nikone Handicr aft Center

Back ground

Owner: Mrs. Nikone Nanong

Legal status: Company

Year of official establishment: 1992

Location: Chantaboury digtrict, Vientiane Capitdl

Number of weavers and looms:

Approx. 27 weavers and 50 sub-contractors, including
some under LEAPSS starget villages

Inspiration for the establishment
of the Handicraft Center:

The owner has many years experience in textile sector
especialy as desgner and consultant. Nikone Handicraft is
one of very few textile handicraft enterprisesin Lao PDR
known for high quaity home decoration items among high-
end users both domestic and international markets. The
owner strongly supports Lao silk-made textile products.

In puts

Suppliers of silk yarn and means
of supplying:

Vietnamese slk traders in the market.

Lao slk traders/middlepersons about 50% of sk
collected and silk producers about 50%.

All slk yarns are ddlivered directly to the workshop.

Sources of Lao silk yarn:

Huanphan, Xieng Khouang, Luang Namtha, Bolikhamxay
and Savannakhet

Volume of silk yarn collected:

Appx. 100 Kg/mth for Ma Luam, and 200 Kg/mth for
Mai Ngot
140 Kg/mth for Viethamese sk

Price/Kg:

120,000 Kip for Ma Luam
160,000 Kip for Ma Ngot

Volume of Lao silk yarn needed
and capacity to purchase:

As much as possible to replace imported silk

Dyes. Natural dyes
Products

Types. | Home accessory items
Customers

Name: High-end users:

Expatriates, Diplomets, Internationd markets

Implications for LEAPSS:

» Posshility of supplying slk yarn to Nikone handicraft
» Sub-contracted for fabric weaving according to customers. Thisway will help to upgrade
commercia-basad desgn and motifs of villages' weavers.

2. Taykeo Textile Gallery
| Back ground




Owner: Mrs. Taykeo

Legal status: Company

Year of operation: 199977777

Location: Saphanthong Kang Village, Vientiane Capitd

Number of weavers and looms:

Approx. 20 looms???? with expansion posshility

Inspiration for the establishment
of the Gallery:

Owing to her persona passion of Lao slk antique textiles,
the owner started many years ago Lao textile handicraft
collection especidly of old traditiona motifs from different
ethnics. She then became traders of the textiles for amost
15 years before ended up with setting her own textile

gdlay.

In puts

Suppliers of silk yarn and means
of supplying:

There are sk traders about 4 persons regularly approach
a the gdlery.

Sources of Lao silk yarn:

Huanphan, Xieng Khouang, Bolikhamxay and
Savannakhet

Volume of silk yarn collected:

Approx. 40 Kg/mth of which 15%, 5%, and 80% are
Vietnamese sk, Tha and Lao slk respectively.

Price/Kg:

120,000 to 130,000 Kip for Ma Luam and
150,000 Kip for Ma Ngot
If double-twisted will add another 80,000 Kip/Kg

Volume of Lao silk yarn needed

Thereistendency for increasing demand of Lao slk to

and capacity to purchase: replace imported silk

Dyes: Natura dyes

Products

Types: | Shawl, Scarf, table cloth, Xin, &tc...

Customers

Name: Medium class users and antique textiles collectors, mainly

tourist and overseas friends through worth of mouth.

Implications for LEAPSS:

» Posshility of supplying Slk yarn to Taykeo but the volume is smdl gven exising suppliersthe

enterprise aready has.

3. Lao Textile Company

Back ground

Owner: Mrs. Carol Cassidy

Legal status: Company

Year of operation: 1990

Location: Chanthaboury didtrict, Vientiane Capita

Number of weavers and looms:

Approx. 50 on payroll and 100 sub-contractors

Inspiration for the establishment
of the Gallery:

The owner engaged in slk sub-sector as a subject matter
of her own interest in Lao PDR for many years ago
through actud experiencing and researching at the filed
levd before setting up the Lao Textile Company. The




unique sdlling point of the products of Caral istraditiona
motif designed on a piece basis for items raging from
household decoration to cloth and souvenirs. The products
made serve high-end customers. expatriates, diplomats
living in Lao PDR. The biggest market is however her

country of origin USA.
In puts
Suppliers of silk yarn and means | Imported silk yarn traders of about 4 to 5 persons, but are
of supplying: not aways reliable. The sk yarns ddlivered directly to the
workshop.
Sources of Lao silk yarn: Lao Sericulture Company, Xieng Khouang

Volume of silk yarn purchased: | na
At the moment 90% of silk used isimported silk.

Price/Kg: At amarket price for imported silk
At sling price of Sericulture Company, 170,000 Kip/Kg
up to 200,000 Kip/Kg for twisted silk yarn.

Volume of Lao silk yarn needed | 1,500 to 2,000 Kg/year.
and capacity to purchase:

Dyes:. Chemicd

Products

Types: | wall hanging, Shawl, Scarf, table doth, souverirs, etc...
Customers

Name: | High-end users. domestic and mainly USA.

Implications for LEAPSS:
» Posshility of supplying Sk yarn to Lao Textile Company. Reliable quality and supplies are the
keys.



4. DEVELOPMENT STRATEGY OPTIONS

Six possible gtrategies have been considered by the Consortium.

1. Group Marketing to Handicraft Businesses

Promote marketing of Lao silk through direct linkages between “ preferred” consumers and village silk
production groups. In this case, a “preferred” consumer refers to a handicraft business (often a
member of the Lao Handicraft Association) that is dedicated to promoting the development of the Lao
slk sub-sector.

2. Government Support
Support a government organization (i.e. the Lao Women' Union) whose mandate would beto assist in
the marketing, promotion and development of the Lao silk sub-sector.

3. Village Network

Organize a network of village slk production groups that market their products collectively. The
members of the network would require some kind of officid recognition from the Lao government, and
would act smilar to a cooperative but without any direct State intervention. The network could aso
dlow for greater specidization (horizonta integration) of some aspects of the silk production process.

4. NGO leadership

Set up a smdl independent international NGO to support marketing activities for silk producers.
The core cogts of the NGO could be subsidized by one or more smal donor organizations, while
members would pay a fee or commission to the NGO for various services that would be of benefit to
the slk sub-sector and its members.

5. LHA
Support the capacity of the Lao Handicraft Association to assist in the marketing, promotion and
development of the Lao slk sub-sector on behdf of producers.

6. The Unassisted Market

Continue to extend the production and improve the qudity of dlk yarn to as many target groups as
possble. Marketing of slk would rely on the current system of loca traders who buy sk directly
from the producers.

Ultimately the Project islooking to develop a market driven private sector strategy for sustainability. Loca
government indtitutions should play a supporting role where possible



5. PROJECT TARGET VILLAGES
(Date supplied by LEAPSS)

Xieng Khouang Province

District | Suggested Village Y ear Ethnic | Accessibility | Population | Number of | Rating | Silk yarn
Cluster Name started | group beneficiary | (1-5) produced
with families in 2003
Project (kg)
Paek Mee 2001 Phouan | Good 470 44 4 47.8
Vieng Khouan | 2001 Phouan | Good 595 12 2 7.0
Mawn 2002 Phouan | Poor 267 27 3 20.1
Mouan 2002 Phouan | Good 225 18 4 27.0
Vieng 2003 Pouan | Very good 23 3 0
Khun Phai 2001 Black Very good 242 10 1 0
Tai
Na See 2001 Phouan | Very good 208 8 3 22.7
San Khing 2002 Hmong, | Very good 418 22 3 19.0
Phouan
Xang 2002 Phouan, | Very good 385 8 3 7.3
Black
Tal
Kang 2003 Phouan | Good 22 4 0
Kham Tha 2001 Pheung | Very good 650 49 4 44.4
Xaam 2001 Black Very good 562 20 3 21.9
Tai
NaXai 2002 Pheung, | Very poor 240 20 5 47.5
Y euang
Khum 2003 Black Very good 336 8 4 12.4
Tai
NaSai 2003 Khmu Very poor 21 3 0
Phiang Dee 2003 Phouan | Very good 9 3 0




Sop Thang 2003 Mouay | Good 4 3 10.5
Phiang Dang 2003 Ja Good 11 3 6.2
Nong Kheeo 2003 Hmong | Very good 4 3 0
Haet
Nong Haet 2003 Hmong | Very good 10 3 0
Neuah
Huaphan Province
District | Suggested Village Y ear Ethnic Accessibility | Population | Number of | Rating | Silk yarn
Cluster Name started | group beneficiary | (1-5) produced
with families in 2003
Project (kg)
Xam Tham 2001 WhiteTa | Good 26 4 34.7
Neuah
Kor 2001 WhiteTa | Very good 7 2 11.1
Kang 2003 WhiteTa | Good 24 3 1.8
Xam Ta Hang Long 2001 Red Tai Poor 40 3 82.4
Phat Tai 2001 Red Ta Poor 40 3 105.7
Phiang Mai 2002 Hmong Poor 15 4 5.1
Keuang 2002 Red Ta Poor 17 4 30.9
Xieng Dee 2003 Red Ta Very poor 35 4 19.3
Tao 2003 Red Tai Very poor 89 4 123.5
Sop Bao Sop Hao 2001 Red Ta Very good 21 3 73.5
Meuang Home | 2001 Red Tai Very good 15 2 38.0
Phiang Xai 2002 Red Ta Very good 18 4 90.8
Na Lok 2002 Red Ta Very good 30 5 59.2
Long 2003 Red Tai Very good 8 3 15.0
Tdang 2003 Black Ta | Good 16 3 27.1
Xieng Bao 2003 Red Ta Poor 23 4 317
Kho




Sop Long 2003 Red Tai Good 16 3 2.5
Na Meuang 2003 Black Ta | Good 9 3 10.2
Phiang Nyam | 2003 Black Ta | Good 10 3 23.9
NaTong 2003 Red Ta Poor 9 3 14

Ethnicity of the villages needs to checked.




6. EXTENDED COVERAGE OF FIVE INTERMEDIATE RESULTS

The following evaluation is a short one with the primary aim of providing background to the proposals for
the next Phase 3 of the project.

The overdl impresson is of agood project, with afew weaknesses, the solutions to which are mainly
dready planned for the coming Phase 3. Some dternative ideas are presented here for consideration.

Intermediate Program Results listed above are examined here in more detall.
I ntermediate Result 1. Strengthening Government Capacity

Intermediate Result 1: The objective is strengthened indtitutiona cgpacity of loca and nationd authorities to
support private slk sector activities. This has shown good progress in the technical aspects but limited
in the socio-economic areas, primarily because the socio-economic stages of the project are yet to
come.

The government splits responsibility for the slk sub-sector officidly into four asfollows:

Activity Agency Work
1. Mulberry growing up to post-cocoon  Agriculture and Forestry Yes
processing
2. Weaving Lao Womens Union Mainly gender
3. Garment meking Industry and Handicrafts No
4. Maketing Trade and Commerce No

LEAPSS has been dedling amost entirely with the first two of these agencies. The project has made mgjor
drides in strengthening the capacity of locd and nationd authorities to support village slk sector activity in
mulberry growing, slk worm raising and post-cocoon processing. The LWU has been involved in this
village work mainly in respect to gender as weaving has not yet been afocus of the project. Should Trade
and Commerce be consulted further in the future as the project moves more into marketing?

Government ingtitutiona strenghtening includes support fro the following capacity components:

Component Project Contribution
1. Accessto materid resources (or funds) Equipment only post- project
2. Staff numbers, gender and ethnicity Probably little impact
3. Information, knowledge, learning Mainly technica
4. Aims, responghilities and rights Some progress
5. Mativation Through leadership, training and resources

At the Centre



At the nationd level the Sericulture Research Centre (SRC) at Hadxayfong Didtrict, Vientiane has received
financia assstance for the purchase of training equipement such as video systems and overhead
projector, and the publication of a sericulture manual for villagers. The Centre s director is expecting
support promised for the Centre’ s very poor entrance drive. He has aso been hired to provide training to
rurd staff and villagers. The director is generdly very supportive of the project, noting it has done dot given
the budget available.

When asked for suggestions the Director of the SRC mentioned that more copies of the basic sericulture
manual for villagers could usefully be produced, that he needs funds for anti- biotics for egg production,
‘egg sheets and their covers, and attendence for two staff at the next sericulture course LEAPSS supports
in Thailand. This was supported by a prominent private sector person.

TheProvinces

Two people from PAFO in Hua Phan and Xieng Khoung work with the project, one person from each
DAFO and one person from PLWU and each DLWU.

In the provinces, provincid and especidly didtrict Saff have received training in short coursesin Xieng
Khouang, Vientiane and Thailand, study toursto Thalland, Vietnam and on-the-job-training from
consortium gaff. The topics have mainly been technicd including mulberry, sk worm raising and post-
cocoon processing. Little training has yet taken place on socio-economic topics or weaving including
design. Training on how to teach seems not to have been strong.

Main Topicsin Which Government Staff Have Method

been Trained

Mulberry culture Short-training, on-the-job-training and study tours
Sericulture

Weaknesses Weaknesses

Too little specidized training to build specidization at No component on how to learn in agroup
the provincid level and then a lower levelsinduding

the village

Insufficient training on how to teech a dl levels

Little training on socio-economic topics

No training on cloth design

In genera government staff and villagers have expressed strong appreciation for LEAPSS. Only afew
could articulate useful criticisms. One mentioned the weether! A comment made in some villages was that
they had too few wormsin comparison with the production of mulberry leaves. Either mulberry production
has exceeded expectations or the number of eggs that can be generated by the incubators and in the village
is below expectations. It gppears that further training is required on planning the egg production process.

One PAFO head expressed the view that LEAPSS was a good project but that action usualy lagged
behind the plan for severd reasons:
1. The project staff are too few for the job



2. Thevillages are too far away

3. Too often the staff wait for replies from the project Director

4. Didrict government staff wait too much for Consortium staff’s decisons
5. Government staff are not fulltime on LEAPSS work.

Too much time is spent travelling a the elther end of holidays

When asked for suggestions the Director of the SRC mentioned that an incubator to generate hydrid eggs
should be purchased for Xieng Khouang as well as Huaphan. Severa Xieng Khouang staff also made this
request. Incubators cost USD.........772777?

Two Didgtrict saff interviewd want arepest of the Sericulture training aswell astraining in group formation,
marketing, accounting and micro-finance

PAFO Chief recommended further training for government staff in technica topics, group formation,
management/adminigtration, computing, English and generd work processes.

In discussion with senior government staff in the provincesit was suggested thet at least two government
gaff a any oneleve and place should be trained in each skill to ensure continuing organizationa capacity
when one gaffer isaway, redeployed or resigns.

Severd senior government staff learn and stay in touch with the project through a steering committee in
each province and Vientiane???? Severd have participated in overseas sudy tours.

Some expressed support for training for al involved training in general work processes such a
communication and planning. Planning and communication need strenghtening according to one PAFO
head.

A request was made for assistance with improved realing equipment tht could be fabricated for a market.

Didgtrict staff have asked for an increase in perdiems that are at present 20,000 kip per day and 40,000 kip
for an overnight say.

A group of mainly female government staff were interviewed in Xieng Khouang with aview to quickly
obtaining their preferences for training over the next two years. They were first asked to nominate training
topics that made up alist and then to choose two from the list. This exercise followed immediately from a
short fadilition by the slk-specidist on the team.

Topic Number
Selectin

Silk production
Computing

Marketing

Silk worm egg production
Naturd dyeing
Adminigration

N OB OWOoOKQ



Teaching methods
Community development
Weaving

Textile desgn
Accounting

DO kR, PFP W

They were then asked, given the high numbers chosing marketing and accounting and some interest in
adminigtration whether a combined cour se on socio-economic topics covering at least these would be of
interest. The answer was very postive. Note that the support for more generd training on silk production is
very week, but that specia topics are desired. Otherwise teaching methods and computing each received
three votes. Textile design drew a surprisngly wesk response given that some villagers raised this topic. It
may be that provincid staff have had little exposure to the sort of designsthat say Lao Textile Company are
sling in the USA and thus have no sense of the potentia upcountry. Villagers group formation and
development was not requested but is now a critica required skill. On person requested community

deve opment which includes group formation.

Thisjust the beginning of a‘training needs andlysis or better a‘learning needs and desires analysis .
Learning is more than training and gaff desire isimportant in maotivation. Such courses must be related to
villager needs and desires and the project goas and strategies, and problems.

Presentation by Staff

Use of paper sheets for presentation seems to be known by some, but white boards are not so well
known. Project and government staff should be trained in this very useful technique.

Later Consortium gtaff visting from Vientiane should bring an overhead projector or LCD with them to use
in province to firgt train the consortium and government staff in presentation and workshop facilitation and
for al to make presentationsfirst usng MS Word rather than Power point that is not really necessary and
tends to lead people to overvalue the specia effects.

Helping and Helping to Learn

The future can be divided into two types of endevour: what the villages could accomplish themsdves and
how loca and more distant townspeople could contribute. Possible gpproaches range from those in which
the villagers are helped continudly to those in which they are left to fend for themsalves in the market,
society and polity. Ulimately the help will decline over time if only because the villagers will become more

prosperous and salf- sufficient in generating change.

But how can the help best be targeted to rapidly facilitate the growth of technical and socio-economic
capacity, the basis of sustainable development. Projects should be careful not to help in ways that create
dependency. Assisting villagersto learn how to do it themselves is almost always preferable to doing
it for them even if this takes a much longer time. The key isnot just training but awider concept,
learning support which indudes within it how to learn. The higher levels of the various hierarchies can
best can be assisted to facilitate village development and thus their own devel opment.



Senior Interaction

The suggestion has arisen through did ogue with a government affer that it would be appropriate for
LEAPSSto ask MAF International Cooperation Office for assistance in approaching Minister Dr. Sene
with aview to making a hdf hour presentation on ‘ways of improving the LEAPSS project together’.



| ntermediate Result 2. Better accessto local and international silk and
handicraft markets for silk producers.

Output 1. Silk and silk products made by producer s are more appropriate for international
markets.

Activities planned Activitiesimplemented

Activity 1 Facilitate a 3-day training course on Collected informetion in target villages of Xieng
the production and use of locally avallable Khoung and Huagphan concerning availability of
natura dyesfor slk yarn for up to 400 vegetables dyes and training needs of villagers.
beneficiaries. Thistraining will be conducted
by officids from the Lao Women'sUnionin | Developed demonstration plots for vegetable dyesin
each target province. A 5-day TOT on Xam Neuadidtrict.
natura dyeswill also be conducted for the 12
provincid and didrict trainers through the
Nikone Handicraft Center in Vientiane.

Activity 2 Congtruct “dye huts’ in three test Not yet implemented
villages to promote greater use of natura
dyes and facilitate more efficient use of local | It is expected to have the dye hut completed before
resources. Dye huts are smply a covered the training to be conducted in June to July 2004
structure with a cement floor and accessto
water. Filter units will aso be tested by the
project and built in each dye hut.

Activity 1 Arrange two training courses on Not yet implemented
marketing and handicrafts devel opment for
32 village and group leaders at the Nikone There is one gtaff from CONSORTIUM participated
Handicrafts Center in Vientiane. natura dying technique organized by the Lao
Handicraft Association

Output 2. Producers have greater contact with buyerswith accessto local and international
marketsfor silk and silk products.

Activities planned Activitiesimplemented

Activity 1 Organize a handicrafts exhibitionand | Participated in the Handicraft Sales and Exhibition in
tradefair in Vientianein 2002 and in Xieng Vientiane Capital in 31 October to 5 November
Khouang in 2003 for sk and handicraft 2004. Two villagers represented individud villages of
producers. Forty-eight beneficiarieswill LEAPSS attended the exhibition.
attend the event in 2002, and 80 beneficiaries
will atend in 2003. Ten provincid officids | Xieng Khouang sold 178 Kg of sk yarn and other
and 8 representatives from the Digtrict Lao textiles items valued dtogether 26 million Kip.
Women's Union will atend the event each Huaphan sold 145 Kg of Lao slk and other handicraft
yedr. products amounting to 37 million Kip.

Internal and external customers ordered Xin products




from Xamta and Xiengdy vaued 1,6 million Kip.

CONSORTIUM together with concerned
organizations of Huaphan and Xieng Khouang have
organized Handicraft sdles and exhibition & Ban
Tham, Xamneua digrict and Ban Tha, Kham didtrict
on 26 February and 29 April 2004 respectively.
There are 5 handicraft enterprises from Vientiane
vigted the fair and villages for glk production
activities

At least two villagers from each of 40 target villages
participated in the exhibition.

Activity 1 Facilitate marketing opportunitiesfor | There are trading connection made for example, the
producers and buyers of silk and silk enterprises such as Nikone, Chinda were interested
products both localy and internationdly, and | and make order followed the fair through
provide assistance to producersto develop | CONSORTIUM.
new marketing linkages. The Consortiumwill | In addition, the villagers and the Digtrict Lao Women
continue to be a conduit for enquiries by Union have direct connection with handicraft
companies and individuas wishing to enterprise such as Chinda Handicraft.
purchase Lao slk and silk products. Once
contacts have been initiated, the Consortium
will coordinate direct linkages between
producers and the private sector and dso
through government agencies such asthe Lao
Women's Union and the Department of
Industry and Handicrafts.

Recommendations:

» Handicraft salesand exhibition should bring in also local handicraft enter prises who could
be potential trading partnersof villages.

> Introduce entrepreneurship training in addition to marketing training as part of future
capacity building plan of the project.

> |dentify potential silk and silk products of individual village, cluster of villages, in terms
of diverdfied product rangessuch asraw silk yarn, twisted silk yarn, different grades of
slk threads and different types of textile handicraft items accor ding to needs of
handicraft enterprise customers.



| ntermediate Result 3. Enhanced Coordination and Cooperation among Silk
Production groups (Farmer Groups)

Network organization

With congdering smdl quantity of productsin each village, it will not be profitable for the group & the
village reve to operate collective marketing. Therefore, networking of villagesin each province should be
established. However, economy of scale to run network organization has to be assessed carefully. For the
case of dlk yarn marketing only, the minimum quantity of slk should be....... kg./ddivery. For marketing
of mixed varieties of products, the minimum sale volume should be.......... kip per month. The Sericulture
Farmers Network Organization in the Northeast of Thailand and CamaCraft in Lao P.D.R isthe
good examples showing an effort of the smal producers to build cooperation among them (see
gopendix.....). The advantages of network organization are as follows:

= Marketing cost can be shared by many groups.

»  Standard price of product and grading system can be agreed among network members.

» Increasing bargaining power with buyers

=  Common standard and quality can be controlled.

A. Organization concept
1) Independent organization owned by farmers
2) Business oriented operation in order to be saf-financed organization
3) Full time gaff working in the organization
B. Organizational set up
Thefallowing list of issues needs to be sorted out if the network organization will be established.
1) Legal regulation (datafrom MT)
2) Objectives
This organization should focus mainly on marketing. In solving technica problems, network
daff should coordinate with by the Provincia Department of Agriculture.
3) Organizational sructure
The combination of farmer’ s representatives and 1-2 full time permanent staff is recommended.
The farmer’ s representatives will be formed as a committee which meeting should be made 3-4
times ayear. Committee members in each province should be consisted of 1 representative /
digrict.

Permanent staff should be someone who has experience in sericulture and positive éttitude to
work with the farmers. They aso have to be able to travel to the fidd.
4) Rolesand tasks
Farmers Broad: - Set up quality standard and price of silk product
- Monitor and evduate work of permanent staff
- Mobilize operation fund
- Preparing annua work plan
Permanent staff: - Coordinate with silk producersin collecting silk products
- Contact buyers
- Trading slk products
- Coordinate with the agency to solve production problems
- Promote qudity improvement



- Prepare progress and accounting report to submit to the Farmers
Broad
Regulations
Membership
Committee
Permanent staff
Fund railsng
Use of fund
Profit sharing
Use of government facilities
Fund
donation fund
shares
L ocation
One office for each province is reasonable and more effective. Office building should be

located where road and telecommunication is easily access. The exigting project office building in
each provinceisided one. Network should pay for telephone, dectricity and water bills.

8)

Capacity building: Training and study trips should be arranged covering following topics
Farmers Broad: - Panning

- Team building

- Anancid management
Permanent Staff: - Flaning

- Generd business administration

- Marketing

- Accounting

- Fnancid management



I ntermediate Result 4. | ncreased role of women as decision makers at all levels

of the slk sector.

Output 1. Women'’s concer ns and needs ar e consider ed during the planning, monitoring and

evaluation stages of the project.

Activities planned

Activitiesimplemented

Activity 1 Maintain a project coordination
Structure the encourages that participation of
women as members of the village project
committees. This structure requires & least
one women on each two-person village
committee. Therefore, at least 40 of the 80
LEAPSS Project Committee members will
be women.

There are 40 fema es represented project coordinator
a villagelevd

Activity 2 Use two gender gender-sendtive tools
during the PRA and annua monitoring
evauation of al target villages. The project
will dso conduct separate mae and femde
meetings when conducting project planning
sessions with Hmong beneficiaries.

Activity 3 Set up training courses so to ensure
the maximum participation of women (i.e.
mogt training will occur in the village and
when women have the most free time
avallable).

PRA tools with the gender sensitive were used
especidly for the new villages.

During the work plan meeting and other meetings when
necessary working groups separated between male and
fera e was used to ensure women participation.
Women often have high attendance than men.

Activity 1 Four of the five externa consultants
engaged by the Project will be women.

So far there are 1 femae volunteer and 2 femde
consultants

Recommendations:

» Whenever possible gender issues should beintegrated in training courses. Thisisto
maintain gender senditivitiesintegrated into future activities of the project which require

morerolesto play at village level.




I ntermdiate Result 5. | mproved Quality and Yield of Cocoons and Silk Yarn
Produced by Farmers

The important technical issues that require resolution by the project concern varieties of silkworm, the
process of egg production, and redling and twisitng techniques.

Silk worm variety

Three ‘varigties of dlkworm are available: traditiond Lao, Lao-Lao (Lao) hybrid and Lao-Foreign
hybrids. The latter includes severd varieties. The Project has promoted mainly traditiona variety of Slk
worms. The silk worm eggs are produced in the village by the farmers throughout the year. However, the
project has established a silk worm egg breeding center at Samneua to support traditiona and Lao hybrid
slk worm eggs to the project farmers. Lao-Foreign varieties are not supported. The parent stocks for Lao
hybrid are provided by the Sericulture Center at Hatsaifong Didtrict. Technicdly, maintaining a pure line of
parent stocks is complicated, the project therefore hasto rely on Hatsaifong Sericulture Center. Egg
ddivery is handled by the project. Dueto limited number of parent stocks, ingppropriate climate and the
complication of the breeding method, egg production at the project center can be done 3-4 timeslyear. Sk
worm eggs production capacity is about 300 sheets/cycle (20,000 eggs per sheet) which is not enough for
farmer demand. Since the mulberry planting schedule of farmers varies from village to village, it is difficult to
make the sk worm egg delivery schedule fit with availability of mulberry leavesin every villages.

Recommendations

1) Congdering the limitation of parent stock and budget, and the complexity of the production
technique, the Lao hybrid should not be promoted. The project should focus on traditiona varieties
for which breeding is manageable by the farmers and does not rely on outside resources.

2) A group breeding center should be established in each village. Technica and manegement training
should be provided to the responsible persons assgned by group. Without a village breeding
center, each family will handle egg breeding by themsdves which will make the production cycle
vay from family to family. Thiswill limit the quantity and unpredictabitity of slk yarn making it
difficult for collective marketing. If collective marketing is promoted in the group, the production
schedule in each village will have to be adjusted and made more uniform.

3) Theslk worm eggs breeding center a Xamneua have to be maintained for producing eggs to
supply to new project villages. However, after the production system iswell established in that
village, sk worm breeding should be handed over to the farmers group.

4) To promote sugtainability of the breeding center at Xamneua, the project should hand over
responsibility to Hugpan province. The project has to work closely with the province in preparing
budget and personnd for this center at the early stage of the extended phase. Intensve
technica training on sk worm breeding should be provided to the provincid Saff.



Production capacity

In year 2003, Silk yarn production in the project areas (total of two provinces) was 1,079 Kilograms. The
average production is 1.38 Kilogramg/household. However, 50% of slk yarn was kept for weaving in the
village. Therefore, Slk yarn supplied to market is only about 540 Kilogram/year while demand for Lao
slk is ?7?? Tongyear. There is il a huge market demand for Lao slk. The production capacity of project

villages is dependent mainly on:

Landscape of the project areas: Low land suitable for mulberry plantation is quite limited
resulting to smal plot of mulberry dlowing for each family. The average sze of mulberry
plot/household is 500 square meter. However some villagers are usng doping land that is
extensve to say the least.

Climate: Sx months in a year have suitable dimate for slk production. The remaining time of
the year istoo cold for reproduction of mulberry leaves and silk worm eggs.

Equipment: The reding stage is a as bottle neck for the silk production process. The fresh
cocoons have to be processed before pupae emerge from the cocoon which is normaly within
5 days. The quantity of cocoon produced by each family is their reding capacity. The
avalahility of labor and efficient reding equipment directly contribute to reding capacity.
Improved reding equipment including reding pots, spinning whedls, and rewinding machines
are gill not widely adopted by the farmers probably dueto low farmer determination. Cocoon
production thereforeis limited.

The montages made from sak are gill used in some villages. This equipment decreases
cocoon production and quality . The broken stalk stacked on the cocoon makes redling more
difficult.

Availability of silk worm eggs. If slk worm egg production is counted in the production
process, total process will take at least 45 days. This limits number of production cycles. If the
farmers group is responsible for egg production and individua family concentrates on slk worm
rearing only, number of production cycles per year can be increased.

Recommendations

The limitation on landscape and climate cannot be overcome by the project, but the best locations can be
chosen. However in dl locations improved production management can help increasing the production
cgpacity of the farmers. Strengthening of production management will include the following activities:

A.

B.
C.
D.

Promoting a group production plan.

Promoting use of improved redling equipment

Egtablishing a sk worm egg production center in the village
Hiring and supporting sericulture specidigts at the provincid level
- 1 for cocoon production

- 1 for cocoon processing and weaving

Providing intensive technica training and producing atechnica manud on:
- slk worm breeding

- slk worm rearing

- COCoON processing

- slk yarn processing



F. Deveoping new spec of yarn which alows fagter reding.
Many buyers such as Nikone Handicrafts and Lao Textiles are very cregtive in their fabric
design. They therefore are dways open for new specifications of yarn . The project should promote a
larger size of coarseraw dlk ( Ma Reum) for example, for which reding can be done fagter than the
traditiond specifications for which the Sze of yarnissmdl. If Slk yarn reding can be done fagter, the
farmers can increase cocoon production.

Silk Yarn Varieties

Different reding methods provide different varieties of dlk yarn. There are two redling methods utilized
by the farmersin the project areas namely:

Mixed reeling

This method is traditiondly performed by mgority of northern Lao slk farmers. Under this method the
cocoons will be continuoudy added into a reding pot until redling is finished. This method will provide only
one kind of dlk yarn which has semi-rough (semi-coarse) texture. The thickness of the yarn is dependent
on the number of cocoons put in a pot (usualy about 80). Natura roughness of the silk yarn helps create a
unigque texture for the fabric. This kind of yarn is known among sk producers and weavers as “mixed
yan’ or“ Ma Leuam”

Separated reeling

The farmers will first remove the outer part of cocoon which is very rough and then red the remaining part
which is fine. The sysem will provide 2 kinds of yarn namely rough yarn or “ Ma Peek” and fineyarn or “
Ma Yod’ which usudly commands the highest price. This method has just been introduced by the project
and has not yet been adopted widely by the farmers.

Recommendations

1) Both methods of sk yarn reding should be promoted in order to provide more varieties of slk
yarn to the users. Even though “ Ma Yod” reded from separated method can usudly receive a better
price, reding in the rainy season is very difficult. The mixed redling is therefore more suitable a this time.
Vaidies of dlk yan hedp creste a wider range of fabric design which provide uniqueness and
competitivenessto Lao dlk.

2) Differentiation between types and qudity of yarn should be communicated to users carefully.
Ma Reum should not be consdered lower quality than Ma Yod. They just have different characteridtic.,.
In many cases, plain fabric woven from Ma Reum or Ma Yod has the same price. So there are no
reasons to give much lower price to Mai Reum aslong as Ma Reum has met the basic standards .

Quality Improvement

Tradiondly sk yarn was produced for household consumption. The technical standard was not taken in account
serioudy. If Slk production is promoted for modern markets, technical standards are needed. The basic
slk yarn standards required by most commercid weavers are:

1) evenness, strength, and cleanliness.



2) gandard of skein, indluding:
- weight of skein
- kein diameter
- no. of dividing spots on each skein
- diamond cross
3) yantwiding
Yarn twisting is still not widely performed among the project farmers except for those who use their
own yarn for weaving. The weavers have to pay 30,000-40,000 kip extrafor yarn twisting which is
normally done manudly. A twisting machine is only available a the Sericulture Research Center a
Hatxafong in Vientiane where the capacity is fill low due to limited personne skills and budget. To speed
up the twisting process, diamond cross and a standard Size of skein must be prepared.

Fiber sandards help minimize defect in the fabric and a tandard skein Sze helps the yarn processing during the
twisting and weaving stages go fagter thus reducing labor cogts. Twisted yarn can be processed more easily
especidly in the warping step. According to the basic standards described above, only the strength of yarn
has met the standards. The project has provided training on sk yarn rediing and congtruction of improved
reding equipments but awareness and understanding of qudity improvement is sill wesk among the
farmers. Mogt of the silk yarn produced in the project areas therefore till has not met the basic sandards.

Recommendations

1) Promote collective marketing

Silk producers group should be encouraged to sl their products directly to the end users. Direct
feedback from the users will be a catalyst for production and quality improvement.

2) Providing standard sk yarn samples: silk yarn on black card, complete skein of yarn

3) Promoting usage of improved equipments

The prototype of the following machines should be provided to each village for reproduction.

- reding equipment: spinning whed, winding whed, reding pot

- rewinding machine which can create diamond cross and standard size of the skein .

- twigting machine

Bolikhamxay Handicraft Promotion Enterprise.,LTD has developed several impressive models of the
manual cocoon and yarn processing machines. It is recommended that close cooperation between the
project and the company should be made.



Miscelleaneoustopics

Digrict and Village Choice

Didtricts have been chosen by the province. The Didtrict recommends severd villages from which the
Consortium surveys and choses. The villages are mainly chosen due to poverty and villager interest in the
project. Other appropriate criteria could be physical conditions, aternative production activities dready
developed, and a degree of * plantation/orchard’ and doping land dlocation

Mulberry Land

Mulberries are planted usudly on doping land or dong stream flats. Villages choose previoudy shifting
cultivation land, cutting and burning regrowth to plant on dopes.

Land dloaction progressis variable from village to village. This ranges from just drawing up village
boundaries and forest areas to boundaries plus lists of owners names, throught to detailed plot dlocations.
When detailed alocation has not been done by the government the villages alocate plots themselves. It
may be better to have forma government survey and agreement. This should be discussed.

There seemed to be some agreement in Ban Bao, Xieng Kho Didtrict thet if the doping land near the village
was alocated to one household that il al mulberry planters could be alocated aplot in that arealif the
flatter land for mulberry ran out. There is avery important principa here, that those wishing to practice
permanent or sedentary agriculture on steep dopes should be able to plant near the village. The land
alocation process should fecilitate this.

Ban Bao and possibly other villages nearby have arranged for a specid fenced areafor large livestock
raising, thus eiminating the need for fencing around mulberry and other crop areas. Thisis an important
idea from Vietnam that should be much more widespread. Livestock owners, not cultivators, should be
responsible for the damage livestock can do to crops.

Acid soil isamgor problem in much of Laos. Although the mulberry variety chosen, Buriram 60 from
Thaland, doeswdl under the conditions it is susceptible to disease. Hugphan is said to have better soil with
ahigher pH and more organic matter in the soil and thus better mulberry. This may be referring to the strip
aong the Mariver where thereis a Sgnificant strip of moderately doping land used for terraced wet rice
and occasional mulberry plantation. Most of Hugphan is however mountainous and steegp. Kham Didrict in
eastern Xieng Khouang has alarge dluvid plain area, while the centrd plateau area around Phonesavan
formed from volcanic rock and sandy aluvias hosts the Lao Sericulture Company indicating adequate
conditions &t lesst.

Ban Saam had a problem with grass that was overcome by intercropping with peanuts.

The project has spent some ....??72......USD on UXO detection and removal. Some believe thisisacritical
activity prior to planting mulberry to save limbs and lives, but some see production and income as more
important as only some areas are affected. Given the smdl areamulberry coversit would seem highly
appropriate for UXO survey and removal to procede planting.



A small number of villages have established their own nurseries. This should be encouraged.

Socio-economic Strata

Along the MaRiver in 1985 when the cooperatives were abandoned, a system of rotating rice land was
adopted by the villagers. Every 3 years they move their rice land kegping the same area that has been
allocated according to household size and energy. Thusrice dlocation and plantation allocation cresteslittle
inequality but livestock ownership is quite variable being a marker of socio-economic levelsin the village.
The 30 familiesin the LEAPSS project are dl consdered middie level. The reason that the poorest are not
involved might be investigated by the project..



Training

Adequate technicd training has been provided for villages visited and probably for al 40 project villages.
Some would like more technicdl training but clearly they have aready gained dot from the process. Some
prefer Khommaly’s (Lao Sericulture Company) trainers, but perferably in the village for severd days at a
time. Leaders that learn with Khommaly do not dways disseminate knowledge effectively: eg Ban Mouang
and Ban Nas . Perhaps those villagers that are trained in technica areas should aso be trained in teaching
methods including some on-the-job training. More socio-economic training isto come. At Ban Nalok they
want astudy tour for two and teaching in village.

Village Groups

One to three groups have been formed per village, but no training seems to have taken place on group
formation and maintenance.

Ban Nas in Xieng Khwang seemsto have a specia problem with the leader of the group. The consortium
should study thisissue in the village as awhole and either hep solve it or abandon the village.

About 20% of villages have anew style group aimed at group cooperation in village production and
marketing.

Extension

An extenson staffer from the Consortium and two government staff were interviewed. A Didrict
Implementation Team (DIT) congsts of one LEAPSS daffer and one Government staffer from the
province and two from the district, one from the DAFO and one from LWU. The number of government
saff should preferably be doubled in order to cover resignations and redllocation of staff.

Staff spend about 14 days per month in the villages. They visit the village in agroup of four induding
government gtaff. Thefirg training offered the villagers on mulberry isfor one day followed by one hour
follow up per village They guide the planting of two plots comparing traditiona methods and improved
methods of growing mulberry.

Inamogt al villages the government has congtructed ‘ media centres' thet are really small meeting areas
conssting of aroof, benches around the edge and a cement floor. The idea of progressively sticking up
visud materid and noticesis not well developed. It seems possible that these centres might be more fully
used if they were called village meeting rooms or smilar and aforma village notice board was set up insde.

Silk Worm Nets

The project has taught the villages that they must not use pyretherine on the silkworm nets but in one village
they did use it by mistake and the worms died. Now no one uses pyretherine for bed nets. Perhaps
cooperation is needed with the Hedlth staff to reintroduce pyretherine for bed netsto that village.



Credit for Fencing Wire

Barbed wire was given to the villagers on the understanding that they would repay the cost into asilk group
revolving fund. About 30 percent totaling about USD 12,600 has now been repayed. Vigilenceis
required, as revolving funds rardly last more than afew years. The option of asavings and loansfund is
discussed e sewhere in this report.

The revolving fund demands a very low but risng annud interest rate of 2%, 3% etc if the funds are not
repayed. The returns are banked in town.

Some villages dong the Ma River have a specid livestock area, subgtantialy reducing the need for
mulberry fencing. This should be investigeted further.

Gender

Among the people interviewed in small groups of about 7 or 8 the women were as vocal as the men,
probably more so. There was no evidence of deference to men’s opinion. In one case we discussed the
sex make up of two members that might be sent on marketing training. The women strongly voiced the
opinion that two women should be chosen for marketing training as only they understood silk. The men did
not disaggree.

It has been claimed that the balance of men’s and women’swork has improved, but decison making il
tends to be with men according to one staffer. However if silk production becomes dominant in the village
and men only take responsbility for mulberry growing, womens burden may become unbearable. This
issue needs andysis and discussion.

Women now at least have the equd right to sign land use certificates.

Further study is need of women’s and men’s job burden in non-Tal villages.

Ethnicity

Variable reactions were expressed on the possbility of working with other ethnic groups for trading. Some
say they can work with dl. Others, eg Tha Dam in Ban Saam, say only with our ethnic group.

Ban Bao in Xieng Kho Didrict isan interesting case in that it is 40 percent Khamu (Mon-Khmer group)

but only two Khamu households are producing sk in the project. The Khamu households migrated into the
village in 1997 from a Ste 4 kilometres away in the hills. Previoudy in culturd memory they had practiced
only basketry. The other Khamu housholds are taking a‘wait and se€ attitude before joining silk making.
Thisis an important opportunity to introduce (presumably reintroduce) the Khamu in this region to sk and
weaving. Once a number of families have become established other Mon-Khmer groups as well as Khamu
could be brought on exposure and then training tours.



Age Cohorts

Thereisatendency for silk group membership to be ‘middie aged’, roughly between 35 and 50. For youth
it was suggested that Sk involves too many steps. The young may be seeking work in the towns. The old
are presumably losing energy and enthusiasm for new idess. Isthere away of interesting the youth in

weaving?

Textile Design

Foreign fashion demand isincreasingly influencing design. It is possible that loca knowledge of traditiona
village designs will be substantialy reduced over the coming decades. About two to four designs more or
less unique to afamily are handed down from mother to daughter. Boys and men are not invited to
participate! Familiesin which the women are rdated tend to have smilar designs. One village told us that
families could copy ancther family’ design if it wasin high demand.

At Ban Nalok those interviewed expressed a strong interest in learning about designs for the foreign
market. Could they be lent a book with modern designs to see what they make of it?

Specialization

Specidization has the advantage that it may alow economies of scae, and the opportunity for those with
gpecid killsto practice that activity. Thisislikely to happen gradudly but the project is stimuleting it.
Specidization has the disadvantage that one activity may not be asinteresting and satisfying as severd. One
of the pleasures of village life isthe diversty of activities, especiadly with the season. Once specidization is
introduced it may be difficult to revert to the old diversty.

Marketing

Sk issold to Vientiane and Luang Phabang weaving companies directly and & trade fairs sometimes with
the Consortium’ s assstance, to villagers who are going to Vientiane for other reasons, and to independent
traders who visit the village. Silk is aso sold to some tradersin Provincid towns and sometimes to Hmong
villagersthat send it to relatives oversess. Village weavers may become ‘ collectors' or traders.

LEAPSS sdlls about 15 - 80 percent of the silk produced in project villages, with different sources giving
different figures. They sometimes get specific orders for the villagers. About 10- 45 percent issold to
femae traders and about 40 percent is sold to/by adhoc traders, ie anyone who happensto go to
Phonesavan or Vientiane. In some villages 10-20% is used for weaving. The LSC may buy at a‘provincid
price’ rather than a Vientiane price.

Ban Tham group expressed satisfaction that now they do not have to buy Vietnamese silk a the market
that was 200,000 to 250,000 kip per kilogram. Now they can sell at 130,000 kip per kilogram, and if
twisted dready using an old machine at 150,000 kip per kilogram. These are high prices that the project
should try to help duplicate by training in other villages.



Price varies with silk type and over time. In 2004 the price for coarse silk has risen from 100,000 to
120,000 kip. Nationd origin isamgor indicator of price with Vietnamese silk reaching 250,000 kip per
kilogram as noted above.

Many groups dready sdll cooperdively in the provincid capitals.

At Ban Saam 35cm x 1 m plain coth sellsfor 8000 kip. With one 1 kilogram of slk that would sdll for
120,000 kip they can weave 18 metres of 35 cm cloth with 0.1 kg left over. This can be sold for about
150,000 kip, giving a‘labour return’ of 30,000 kip per kilogram. They sdll the dloth mainly to local Hmong
who send it to relatives abroad. Each family has 3 or 4 patterns for the bottom strip of asin. Thisis can be
sold a a higher price than the plain cloth.

Village Slling in Vientiane

Many villages hope to sl cooperatively in Vientiane. They need to accumulate about 40 or 50 kg to justify
it. A round trip bus fair to Vientianeis 74,000 kip x 2 from Ban Saam, Kham Didtrict, for example. By
sling in Vientiane about 10,000 kip is added to the price. 50 kilograms would add 500,000 kip. From
this must be subtracted the return bus fare of say 150,000 and accomodation if no relatives or friendslive
there and the increased price of food over that in the village. It obvioudy best to go if having another
reason to go and if one can stay with relatives. A key problem isthat most are unable to wait to accumulate
this much slk before sdlling. Clearly a village cluster would enable much faster accumulation of alarge
weight. Loans from a savings and loans group would help the poorer villagers wait.

Some villages complained in generd that they have many things to sl but no market. A degree of village or
cluster speciaization is required to attract the traders. Some villagers mentioned that they do not know
where to get seedlings for fruit trees. There is much to do.

Ban Naok villagersin Sop Bao Didtrict told us that 500 pieces of 1.8 x 0.456 metres of traditiona pattern
sling locdly for 20,000 kip each, totaling 10 million kip, would be needed to justify regular tripsto
Vientiane. The return bus fare is about 300,000 kip, so they are overrating the number required. 20
peieces would cover the bus fare and some accomodation. They weave about 80 -90 pieces ayear at the
momen.

Ban Tham in Huaphan has been particularly progressive as a cooperative trader. In the firgt three years
they together sold silk and cloth worth 243,000 kip, 8,150,000 kip and 9,720,000 kip. Thefirst yeer it
was sold in Xam Neuaand after that in Vientiane. In the fourth year they sold silk and cloth for 6,711,000
kip at their own village fair. They aso won a prize for worth 2,500, 000 kip.

But some training in marketing would be an advantage to explain the prices of different types of slk, and
cloth and the range of outlets available in Vientiane.

Slk Fair

Severd trade fairs have been organized by the project with PAFO and DAFO with the am of bringing
villagers, traders and urban weavers and exporters together and sell ik and cloth. They have been held in



villages, provincid centres and Vientiane. The fairs have been highly appreciated, but costs and benefits
should be compared with other ways of achieving the same end.

Future

One daffer suggested that the villagers should sell cocoons to an urban organization with an incubator who
would produce slk worm eggs and sdll them back to the villagers. The government will own the incubator
in Huaphan after 2006 but could rent it out to an entrepreneur. This person may make a contract with the
villagers that they will sdll the Silk back to them. But this would be a monopoly that could distort the market

Other Requests

All villages have other wants gpart from slk. These include more convenient water supply, better or closer
health services, an access bridge, better roads, eectricity. To what extent this assistance could be more
important to the villagers than sk is not known, but it is aquestion that should be asked in the initid survey.
If for example people are dying widely of an eadly avoidable disease, assstance with silk production would
seemto be aperverseinitia intervention. Villagers who were asked if they had mgor problems generdly
replied in the negative but a disease resulting in alow life expectaency is not generdly seen as a problem.
Malaria however seems to be much reduced by the use of bed nets treated with pyretherine.

Village Cluster Networks

Ban Tha and Ban Xam have formed a Network in Xieng Khwang according to staff. Ban Tha (and 2 other
villages) is producing the raw slk. Ban Xam and Ban Sin Kaew (not in project) are processing the silk and
weaving.

Four Red Thai villagesin Sop Baw Didtrict lie on the same road. 1 and 4 have less paddy and so more silk
production. However Ban Na Lok villagerstold us that they have no contact with other project villages
Ban Mouan in Xieng Khouang also said they do not know other villages in the Project but are keen to
exchange experiences.

Some from villages close by ask for cuttings from relatives.

At Ban Bao villagers said they would rather contact other villagers in the town rather than going to their
village

Ban Na Lok villagers said they could bicycle 10 km but go by bus for longer trips.

In generd it can be said that very little interaction is taking place between villagesin the project. Most
villagers interviewed even said they knew no onein the other villages. Thisis an area where the project will
have to put in amgjor effort. It might be best to introduce the villages to each other in an informa way first
by perhaps organizing something like afootbal conpetition or whatever the villagers chose.

One daffer suggested that the clusters might have the capacity to hire someone after five years. This could
be redidtic, but will vary from cluster to clugter.



Oneamusing caeisthat of Ban Tham in which the villagers thought that the project wished to protect its

ideas and 0 they did not try to spread them to other villages. On knowing that this was not the case they
expressed willingness to train others.

7. SERICULTURE FARMERSNETWORK ORGANIZATION IN THE
NORTHEAST OF THAILAND (SILK NET)

1. Development of Silk Net

A 2000 : organizing business network organization
Group
Proces 1999 : organizing learning network organization
S
1998 : organizing villages dugers
1996 : organizing groups in principd villages
v
2. Objectives
2.1. Toincreasethe efficiency of the groups who are network

members.

To serve as centre linking and promoting fair trade
between producers and buyers of silk products

To serve as the devel opment and coordination centre for
Slk production, linking the groups with each other and

with government agencies and private companies

To preserve and develop the particular character of Thai stk

22.

2.3.

24.

3. Membe's

ltems

Khon Kaen

Mahasarakham

Khorat

Burirum

Tota

no. of groups

11

17

45

no. of villages

61

48

46

61

216

no. of member

1,954

2,209

2,106

1,718

7,987




4. Network at different levels

Regiond Leve
o o 12 Farmer
Committee
Members

Provincid Leve

* set up production and
marketing policy

* set up standard and price of
products and services

* product trading

* publicity

Khon Kaen

Mahasarakham Khorat

* Production support /

Buriram coordination

* Publicity

|



5. Organizational Structure of Regional Network

Farmers Broad
. o o Set up
- Chairmen policy
- Vice C_harman .« o Prepare
- Committee Members Annua Work Plan
o o Command
Full Time Steff
o o Implement Full Time Staff
according towork
plan and policy of
network Manager
o o Reporting
progressto the I |
network committee Finance & Production Marketing
Adminigration Coordinator Coordinator
Officer

6.Financial Support
6.1 Donation fund from members

Each member had donated 50 baht. 25 baht was kept at the provincia network as management fund.
Another 25 baht was used at the regiona network for setting up office and business operation.

6.2 Shares

Shares had been mohilized in the 2™ year. Maximum share holding/share holder is 25% of the capital to be
raised. Total shares mobilized in the 2™ year were 230,000 baht. In the 3 year another 200,000 baht of
shares had been mobilized. The share holders consisted of producer groups, government extension
workers working in the network areas, network staff and outsiders. Shares are used for business operation
of Slk Net including buying raw materids, lending car, paying for gas, telephone bill, saff sdary, traveding
cost and office supplies.



7. The Main Production Sites of Silk Net

Hin-Herb Organic Mulberry Tea
Group

ila Redling Factory
Hin-Herb Sewing Group

Khon Kaen Mahasar akam

Non-ngarm
Kudlong Weaving Group Redling Factory
Bua-kiew Sewing Group

HuaFa Organic Sk Yarn Group

ontong Organic Silk
Yarn Group

Mitsampan Weaving Group Samrong Redling

Factory

Loongpradog
Reding Fa

Nonsricoon Redling
Factory



Nongkam
Weaving Group N . El;\
> O

Nongchaisi Reding
Factory

Khorat )
- Buriram

@ Seiculture Centre
= Regiond Network Office

8. EXTENDED VERSION OF SELECTED ISSUESFOR THE
FUTURE

The ‘evauation’ team has been asked to propose and evauate severd ingtitutiona options for the
LEAPSS project after USAID withdraws assistance in October 2006, and methods of preparing for those
optionsin the last two years of the project. Technica options should aso be considered.

A Clarification of Terms From Subsistence to the Market

The desreisto move towards involvement of the private sector, but this concept needs clarification. The
private sector is usudly thought of as private enterprises large or smal centred in urban areas and larger
enterprisesin rurd areas involved in markets. Another type of commercid organization often forgotten is
the cooperative These include enterprises of very variable Szes ranging up to large banks in Europe.

The term micro-enterprises seems clear in urban aress, but to what extent are rura households included?
The subsistence peasant households who sell afew products in the market are not usefully labeled micro-
enterprises. They are thus not part of the private market sector but the rural subistence sector, and given
that in the Lao PDR the great mgority of peasant households wish to grow rice, vegetables and fruit for
subsstence, including locdl barter and gift giving, it will be along time before most become farmersin the
sense of commercia micro-enterprises selling the main part of their production.

Whether that part of their work that is sold, whether of sk or other products, is usefully called amicro-
enterprise must depend on the value of the output. Does Slk production and weaving become an enterprise
at 1, 10 or 50 metres per month? Or is a better criteriathe relative price or time input compared with
subisstence activities? Sdes of Slk now in LEAPSS typicaly reach about 30 US cents per day per
household. So rather than write of enterprise support it would be better to refer to income support for the
pessantry or villagers, support for rurd or village-based cooperatives and support for urban enterprises
and organizations that are supporting the peasantry.

The‘Lao’ Labd



Because the government and LEAPSS are promoting Lao products, it is assumed here that Lao made silk
and Lao woven products are of the greatest interest for the future arrangements. However a number of
sakeholders are interested in hybrid slk that to some at least meansthat the ‘Lao Silk’ [abel cannot be
used. The team has noticed some difference of opinion between those that focus on biologicd origin of
especidly the silk worm to define ‘ Laoness, take an interest in natural dyes, and others who focus more on
the location of fabrication, not only in Laos but in the villages, and the traditiona textile designs. These
people aso wish to focus on the *hand made’ aspect aswell as Lao origin. To clam that ‘Lao’ means just
Lao biology seems alimited concept in an ‘industry’ so full of culture, and promise for rura development.
Would it not be possible to develop two or more ‘standard’ labels to describe different foci in the sub-
sector and provide a certification system as follows:

1. ‘Lao Silk’ that primarily means biology and natural dyes. This could be used for the sk and for textiles
with largely foreign inspired desgns.

2. ‘Lao Handicraft’ that means woven at the traditiona loom (or equivadent for other handicrafts) using
essentidly traditiond patterns, but any type of silk. A product could bear both labels 1 and 2 or a
combined one

3. ‘Lao Silk Handicraft’

4. ‘Lao Made would be used for factory products.

Thismay seem complicated but it is presumably better to have clearly defined criteria than disaggrement
over the meaning of ‘Lao Silk’. Even the above list of types does not redlly describe every posshility. The
term handicraft or village handicraft may have as much sdling vaue as the term ‘Lao’. The Lao Handicrafts
Association would administer such a system.

The JLao brand developed with Jca help isbeing used by LHA

Government Laws and Regulations on Businesses

For cooperation to progress the organization must have rules, preferably sanctioned by the state, and it
must obtain funds or capitd, either by investment in the form of shares, by borrowing, or perhaps partly
through grants/donations. Investments by individuas or other organizations might be of equa or unequd
value, by the silk and textile producers equa, and outsiders unequd, or other combination. Investment in a
multi-member organization requires a legd status to give confidence to the investors that the funds will be
used honestly. Usudly bank loans require collatord which dso implies a legd satus for the borrowing
organization.

Business law applies to enterprises with aregistered capital of more than 1,000,000 kip.
The government to date has passed laws governing

1. Lao owned business

2. Joint ventures

3. Wholdy foreign owned businesses

Lao owned businesses can be set up as sole traders, family businesses and companies There are three
forms of company: Partnerships, Company limited and Public company

Shares can be paid in cash or kind. Regigtration of the enterprise should be made with the sector
concerned. Then regidiration of the revenues must be done with the Finance Department



There are no laws or regulations governing cooperatives, so the only legdly possible option for village
groups or cluster and wider networks at this time may be to set up acompany with Articles of Association
indicating specid regulaions. These might include

All producers will have equa share capital or share holdings should be within a certain range

Producer shareholders have equa rightsto elect a board

Non-produces investing will not have rights to eect board members,

It will dso be important that shares cannot be transfered without the approval of the board.

These aims gppear to contradict company law so it may not be possible, as dl shareholders haverights
according to the number of shares held. Congiderable didogue with government will be required,
preferably with an outcome of anew coopertive law.

In aCompany Limited
shareholders cannot exceed 20 (alimitation for arural coopesréative)
the minimum regigtered capita is5 million kip,
A manager must be gppointed but is guided by company regulations (laws and bylaws) a generd
mesting of shareholders.

5 million kip is probably possible for abeginning rura cooperativesinvolving severd villages.

A Public Company
must be initiated with at least seven shareholders.
but the minimum registered capitad is 50 million kip (surely beyond beginning rura cooperatives)
Shareholdings can be transferred

It may be easest to create a new type of Company Limited with the possibility of more than 20
shareholders. Thereis dready a gpecid type of Company Limited with only one person.

The team recommends that as the project moves through Phase 3 and the concept of a cooperative is
developing in gaff and villagers minds that a scenarios that could include an informa cooperative and knew
legidation or regulations on cooperaivesis presented to senior government staff for discussion.

ASSets

The Project MOU states that the project assats, notably the vehicles, buildings and equipment will be
handed over to the government at the end of the project. At the present time thisis likely to be September
2004. Whether the project will keep the assets if another funder takes over with perhgps adightly different
Strategy needsto be clarified.

Villager Cooperation and Leadership

We bdieve that the villagers can help themsalves to progress through intra and inter-village cooperation,
both for mutual help for the production steps in each village and in trading. Thisis dready occuring to some
extent in some villagesin a‘silk producers group’. This depends on a degree of outsde leadership to



initiate but it depends on village leadership in the long-term. The best natura |eadership must be given
support in learning including learning how to contrinue to learn. The membership can expand in eech village.

Thewllagersm one village might cooperate more by
Generdly exchanging idess and information
Organizing training by outsiders perhgps by organizing collection of a participation fee,
Orgainizing training by villagers or villagers
Specidization in mulberry planting, silk worm raising at including at different levels, or agpects of post-
€OCo0N processing.
Rasng the silk worms separately or together in one hut
Conducting dying in one hut
Weaving in one building for technicd, culturd and socid interaction
SAling together
Organizing aregular training course in thet village or aroving training course,

At Ban Muanthey say in four years may save enough to build ajoint worm raising hut. But various styles of
hut are available a differnt prices and rdative village/outside input ratios.

Useful interaction could take place over time by cooperation between villagesin ‘ networks . Because the
Project villages liein dugtersinitid networks in these clusters would be most feasible. Each existing cluster
liesin one digtrict. Clusters could expand to include non-project villages either after or before al Project
villages are working in a cluster. Expansion to nonProject villages may primarily occur through relatives
and friends advising and offering raw materias and equipment leading later to group organized training.

People expressed divergent views on the likely distance and conditions that villagers would travel to
interact with other villages. This ranged from 2 kilometersto 5 kilometres as a one day round bicycle trip
through 10 kilomentres by bus to more than 30 kilometresif training was on offer in avillage.

Project clusters now have 2 to 11 Villages but these could grow in the next two years by the addition of
new Villages between more distant villages to facilitate inter-village cooperation. Many villages are said to
want to join so additing such villages may not be difficult and could be easier thet for the origind villages

Village groups have been established for some time in some villagers and can degpen to include more
activities. Cooperation between clusters as presently congtituted will be more difficult. Cluster cooperation
will probably be easiest when they lie closeby aong an dl weather road to the digtrict centre. Ethnicity and
enthusiasm for the new enterprise and natura leadership will dso be important.

The Townsfolk

Outsiders or townsfolk contribution can be in the form of training and advice (extenson) and trading. These
two roles may be embodied in one agency or separately. Extension may take place without payment by the
villagers (ie subisidized) or asacommercid service, as an exchange. Trading is aways an exchange. Those
primarily involved in trading may aso offer advice, or even training, usualy nominaly free, in order to
promote their trading opportunities.

Alternatives. Stages, Steps and Processes



Traditiondly extenson is a government activity and trading a private activity, and both are usudly done by
town organizations, but these distinctions are not necessary. Extension and trading might be carried out by
villagers, goverment might trade and private town people might do training.

To the extent that villagers can cooperate within and across villages they can create mutua advice and
training programmes, agree to specidize and trade cooperatively. This would be worthwhile in so far asit
increases the efficiency of village production and raises the net price villagers receive for their products.

The team sees some sort of cooperative structure under village leadership backed up by law and lega
procedure as the best option for long-term village progperity in the mountainous aress.

Cooperation between villages will take time to develop. The past and future potentia can be described in
stages and steps or processes that may occur a the sametime or at least overlapping intime. These are
hypotheses. The stages will develop at different rates in different places, may not dl take place in any one
village or clugter, and may take place in different orders or with other characterisics.

The important processes are as follows.
- Increasing mutual help and cooperation within villages
Increasing mutua help and cooperation between villages
The addition of new villages filling in within clusters with or without project help
The addition of new villages between clusters with or without project help
A cooperative is formed under company law run by villagers
One or more people are hired by the cooperative

These processes are not meant as steps. Whether al these processes can be facilitated by the Project by
September 2006 may depend on a focus on say two clusters per province.

Development M odel

A development model could include:
Support by the project for government
Intergrated project and government support for the villagers that would include
Assigtance with group, cluster and network formation
Technicd training and other assistance
Marketing, book keeping, microfinance and other socio-economic training
Post project another

Pardle with the development of village groups, cluster networks and provincia networks, town
organizations will continue to offer extenson and trade. It is probable that post 2006 thegovernment will
1. develop laws and regulations to cover the developments in the Slk sub-sector

2. sl mulberry saplings
3. offer extenson services, possbly for asmdl fee

The silk traders will continue to trade in competition with the growing villager capability. LEAPSS 2004-
2006 could consider training for these people in village production, but the risk is that this could hinder



cluster development by offering a more efficient trading service. It is perhaps ironic that cluster cooperation
depends on a continually week trading system.

In each province awell progressed cluster might be helped to set up acommercia training centre and
training operations. Some favourable consideration should be given to a cluster in areasonably centra
location. Access and communication standards could improve over time.

The focus on limited clusters implies that contraction is a possbility. Some villages that have smdl or
unenthusiastic groups or in very smdl clusters might be completely Ieft out of Phase 3 and if not could essily
wither post- project. To have every village a success should not be a objective.

In Xieng Khouang Kham Didtrict seems to have a good reputation for both slk and design. Severd other
digtricts have a good reputation for slk. Perhaps separate training centres/processes could be set up for
these two different stages.

Government Support and Phase 3 Development

Severd government agencies will beinvolved or have expressed an interest in being involved or
contributing post 2006:
Department of Agriculture, Ministry of Agriculture and Forestry
Vientiane Municipdity (This supervises the Sericulture Research Centre dong with MAF)
Department of Handicrafts, Ministry of Industry
Lao Womens Union

The interest of the Department of Trade and Commerce is not clear.

When the project closes the government will continue to support the villagersin their silk production and
weaving activities and saes whichever option the Project chooses. As the governments extension budget is
likely to remain smdl the government, at least in Xieng Khouang, intends to target one village in every five
or 0 in the expectation that any new ideawill diffuse out to other nearby villages. It will be targeting dl
digricts rather than any focus on clusters asis put forward as one sub-option here.

It will be useful if this one in five srategy islinked to the post-project preparation by the Project. The
Project might try to agree with government as to which village will be targeted so that this village can be the
focus of Phase 3 work. The aim could be to promote an ‘ expert village' (not amodel village) that can then
systematicdly offer training courses and other support to the other four villages Sarting in Phase 3. More
killed villagers from other villages could help offer training and other learning support. It would be better to
develop an inter-village support process over the next two years rather than leaveit up to ‘diffusion’. At
any rate the government is al so supporting thisidea that the firgt village asssted must help others. Although
the support in Phase 3 for the *expert village' would be clearly a grant, the inter-village support may best
have some financid gain to motivate the supporters. Alternatively villagersin the *expert village might be
asked to take out aloan to pay for Phase 3 training. Many variations are possible.

Another dternative would be to suggest to the government thet rather than one village in five it should focus
on ‘one clugter infive to build an ‘expert village or cluster’.



If the Extension staff are alowed to charge amodest fee per person for a days effort, say 1000 kip per
person rising to 1500 kip for an experienced trainer, the range of villages covered could rise markedly as
the motivation would be there to travel by bus when fuel budget was limited and walk to avillage. This
would aso prompt the extension staff to put more effort into their preparation so asto dtract alarge
number of villagersto their presentations and demongtrations.

Miscellaneous

Drug control money is available for an expangon in two didricts in Hua Phan. This would extend the Lao-
American Project

Savings and Loans

In paradle to one or more of the options above isthe idea of setting up savings and loans groups, preferably
asan initid sep in any one village. This would best be done as a village wide group rather than just for the
slk group. About four days of training is required for each village group. This would markedly increase the
probability of sdf-sufficiency and sustainability. Mulberry growing and the other steps would follow. All
capitd investment would thus come from family savings and loans therefrom. As S& L groups developed
they could form linksin clusters and borrow as groups from the Agricultural Development Bank. Thisagain
urgently requires legidation to fully legitimize the S& L groups. Severd government daffers expressed an
interest in setting up S& L groups. But Xieng Khouang LWU has dready done it outside the project. There
the option is open to lend funds from one village to another. S& L groups can make amagjor contribution to
independent long-term devel opment. Sufficient stability may be provided by the LWU. The dternativeisto
register the S& L groups as companies.

9. GUIDELINESFOR VILLAGE GROUP DEVELOPMENT

In the main report we outline a staged process from village groups through cluster networks to provincia
networks and eventudly beyond. Building village groups is the first and probably the most important stage
and as such the guiddines are offered here to help support the process. We recommend that production
groups arefirg built in apilot village in a carefully chosen cluster in each province. The activities listed here
are rough guidelines that shoud be used flexibly for group activities. Group activitieswill depend on
objectives and other conditions that will vary from group to group. Implementation should not rely on the
project resources only but cal on the villages to contribute. A previoudy formed savings and loans group
would make this easier.

Step 1 Group Preparation

Expected Outputs

Awarenessamong producers on sk production Stuation in Lao

Clear common interest among Sk producersis identified.

Awareness among sk producers on important and the main components of group
group members

group representatives

gk~ owbdE



6.

organizationa sructure

Main Activities

Sdecting the pilot village in chosen clugter ( 1day)
Organizing slk producers meseting ( 1day)

" Thismeeting will be opened for any dlk producersin the village to give them opportunity to learn about
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the group concept so adecision on joining the group or not will be made . Group representatives will be
selected by the farmers.

Organizing group representatives meeting ( %2 day- 1day)

The main common interests agreed from the sk producers meeting will be brought to this meeting in
order to convert them into group objectives.

In each objective, measurable indicators will be set up.

Preparing collection of household data

Dividing responghbility among representatives. production, marketing, administration, etc.

Organizing group members mesting( ¥2 day)

Reporting results from the previous meeting to al members: group objectives, division of responghility
among the representatives

Dividing membersinto small groupsto alow group representatives to collect household information.
This data base will be used for planning and evauation.

Step 2 Planning

Expected Outputs

1.
2.
3.
4.
S.

Main products for collective marketing is identified.
Production plan

Group work plan

Support to group work plan

Capitd contributions decided

Main Activities

1. Organize group meeting for :

Sdecting village main products:. fabric, slk yarn or both
Pan study of buyers

Sdecting buyers to work with if possible

Setting product specification as needed by buyers.
Preparing product samples: yarn skein, fabric catalogue
Contribution to group capita

2. Vist buyers (1-2 day) if feesble
If possible group representatives should have a chance to visit the customers at their Stein order to

recheck their existance, location and working conditions and discuss sample products. Thiswill make
producers understand conditions of the customers and be able to make their product suit their
requirements.

3. Mesting of group representatives to prepare work plan (1-2 days)




In this meeting, al representatives selected at group preparation step will work together to prepare the

work plan. The activitiesincluded in the group work plan can be asfollows:

ok w
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. Production

organizing field day for : mulberry planting, mulberry pruning, preparing ssplings,  building rewinding
equipment according to priorities.

organizing training refreshment & the village level on: Slk yarn redling, yarn skein preparation,
degumming& dying

sdling materid or equipment : dyes, degumming chemicd, reeds

requesting for improved equipment :  rewinding machine with diamond cross, twisting machine
organizing demondration plot : mulberry pruning

. Marketing

Study production vaue required to justify distant marketing

mesting between group members and buyersto review agreement if feasible.
marketing promotion: preparing packaging , tag, label, brochure, group fact sheet
product sale: product collection schedule, periodic market.

atending sdefairs

sde follow-up mestings

. Organization strengthening

regular group meetings e.g. every month or every 1 %2 month
annud group mesting

training : book keeping, accounting

organizing socid activities: family day, sport day

4. Mesting to discuss support for group work plan ( ¥4 - 1 day)

Since thework plan is prepared by the farmers, the project has to encourage the farmers to implement

their work plan as much as possible. Resources requested from the project for plan implementation will be
brought to this meeting. The project working group will decide on what can be supported and standard
criteriafor each type of support.



5. Mesting between project and group representatives (1 day)

The representatives ( 2persons/group) from every groups implementing the group process will meet
with the project staff to discuss support to their work plan implementation. Suggestion for the activities
which cannot be supported by the project should be made as well. This meeting will help increase
awareness of farmers on the importance of planning and create better understanding between the project
and the farmers.

6. Group meseting to prepare implementation plan( %2 day)
The representatives will call meeting with al membersto report results from meeting with the project.
The solutions for the activities which cannot be supported by the project have to be decided. The facilitator
should encourage the farmers to continue those activities using their own resources, if possble.

Step 3 Plan I mplementation

Expected Outputs

1. Production problems are solved by group
2. Permanent or semi-permanent buyers

3. Increased sde volume

4. Better prices received

Main Activities
Production

In this step, afadilitator will have to help facilitate plan implementation of group. The activities
implemented in the field have to follow the group work plan. Production is dways handled by the individua
farmer. However, the group can provide some ass stance to members for example, by arranging a
demondtration on the correct method in preparing yarn skein.

Monitoring of slk production should be done every cycle, if possble. The group meeting which will
take about %2 day can be avery useful tool to present production data and learn solutions for production
problems.

Marketing

The collective marketing process should be implemented step by step. The implementation steps are as
follow:

1. A group mesting to set up an internal working system ( %2 day)
l. divison of work
- sderepresentatives
- grading committee members
- honorarium for representative
- rules and regulation for representatives and members
Il. place for collecting and grading products
[I. collecting period
V. charge rate




V. contribution to group capital reassessed.



2. Organize training and providing equipment for quality improvement such as.
1) product grading

2) reding

3) skein preparation

4) degumming & dying

3. Trid sdle (1-3 sdles)
At the beginning, asmall sdle might be made in order that producers and buyers can learn how work
together to reduce unexpected mistakes.

4. Full scale collective marketing
After 1-3 trid sales are successful, collective marketing can be fully implemented as planned.

5. Sdefollow-up meeting ( %2 day)
After each sde, monitoring should be carried out immediately and the results should be presented to
group members in the group mesting.

Organization strengthening

1. Organize socid activity

Mogt of activities under this category might not be related directly to strengthening of sk production.
However, they help creating better cooperation, understanding and group spirit among members. Since
mogt of the group activities are run by femde farmers, support from their family is very important.
Therefore, progress of group should be presented on a special occasion such asa*“family day”.

Thetraditiona ceremony such as“ Boon Bapa Smaky” can be applied as“ Bon BapaMai “.

Instead of donating money, the group can ask for yarn. Part of the proceeds from selling donated yarn
might be given to atemple or school and the remaining part can be kept as group capitd.

2. Set up book keeping and accounting system

To run the business successfully, each group needs proper financid recording which must be regularly
updated. The basic accounts such as revenue and expenses should be prepared and reported in the group
meeting regularly. The account books should be open to inspection by al members a these meetings.

Step 4 Evaluation

Expected Outputs

l. Group sdf-assessment
. Externa group assessment
I"r. Using of assessment results for planning



Main Activities

Self Assessment

After each group has completed dl activities in the work plan, the achievement of group objectives will
be assessed by group. The objectives themselves should also be reassessed. Since the group objectives
and work plan were developed by the farmers, it is not fair if their achievement is only be judged by
outsders. The main objectives to have the farmers conducting saif assessment are:

In conducting any evauation or assessment exercise, logicd thinking is required. This

exercise therefore will help increase the members anaytica ills.

The farmers will be aware of their own Stuation.
The assessment results can be used to prepare awork plan and management of the group

in thefallowing year. induding:

revising group objectives. Some objectives which in practice are hardly achieved and not
practical can be dropped out. The practical oneswill be maintained or modified. New
objectives will aso be added, if necessary.

The indicators used will be revised if they are not measurable or practica.

New group activitieswill be identified.

The assessment results will dways be used interndly by each group. Comparison should not be made
between groups, since they started from the different levels and under different conditions. Helping
them be aware of their present Stuation and how to improveit isthe main am of sdf assessment.

Assessment of Group by Outsiders

If the Project wants to evaluate its own work on group development, it can of course use its own
indicators. To evaluate group progress, the following indicators are recommended:

A.

Organizationd st up

number of members

sex of leaders

existance of management structure

existance of concrete group objectives

exigance of rules

level of understanding of members on leaders, objectives and rules of group.
Panning ability

existance of clear production plan

existance of concrete group work plan

members understanding of group production plan and activity work plan.
Activity implementation

activities implemented as planned

participation level of membersin group activities
resources of group contributing to activity implementation
Resources mobilization

capitad raised

assets acquired

use of local knowledge and resources

Conflict and problem management

lack of serious conflict



conflict resolution takes place
problems solved
Networking
cooperation with neighboring village towards cluster identity
cooperation with other groupsin village
cooperation with loca organizations



10. POSSIBLE ROJECT IMPLEMENTATION FRAMEWORK

Expected Results

Target

Project

Government

1. Production Strengthening
1.1 Cocoon production

1.2 Cocoon processing
1.3 Weaving

- 40 villagesin 2 provinces

- 5 provincid deff

- 40 village- based slk worm
€ggs production center

- 40 villagesin 2 provinces

- 2 villages/ province

1. Intensve technicd training to government
slk specidigson:

- slk worm breeding

- dlk worm rearing

- COCOON processing

- dlk yarn processing and weaving

2. Technicd manud on:

- sk worm breeding

- dlk worm rearing

- COCOON processing

- dlk yarn processing

3. Prototypes of improved equipments for
cocoon and sk yarn processing

4. Modd for silk worm eggs production
center & the village leve

1. Appointing 2 provincia saff / provinceto
be trained as sericulture specidigt:

- 1for cocoon production

- 1 for cocoon processing and weaving
2. Appointing 1 provincia staff respongible
for slk worm eggs production center at Xam
Neuah Didtrict
3.Promoting usages of improved equipment
4.Facilitating establishment of slk worm
€ggs production center a the village leve

2. Marketing Strengthening
2.1 Specified trading partners

2.2 Marketing Organization

- 2trading patnersingde
project provinces

- 2 trading partners outside
project provinces

1. Sdecting trading partnersfor:
- dlkyan
- fébric

1. Fadilitating establishment of

1. Agreement in using of project




Expected Results Target Input
Project Government
marketing organization facilities after the project finish.
2. Working with farmers and government to recruit
gaff working for marketing organization
3. Staff capacity building
- training/study tour on eg. marketing and book
keeping
4. Arranging Working facilities
- officefadilities
- building
5. Arranging operation fund
3. Ingtitution
Strengthening 1.Adding full time experienced group development 1. Appointing staff to work as afacilitator for group
3.1 Farmers specidigt into the Project. development process
Ingtitution 2. Appointing 2 staff / province working as afacilitator | - 2 provincid staff/province
- village based for group development process - 2 didrict gaff / province
organization 3. Providing intengive training courses on : group
- village dlugter development /
- Network fadilitation technique
organization 4.Manua
5. Facilitator capacity building
- regular follow-up workshops
- field supervison by group specidigt.
3.2 Government 1. Hatsaifong 1.Revisng and modifying mandates of each main
Indtitution Sericulture Center agency
Expected Results Target Input
Project Government
2.Provincd involved in sericulture development
Department of
3.3 Private sector Agricultue 1. Facilitating membership application of farmers

1. Lao handicraft

organization




association




11. COMPETING COMMERCIAL ACTIVITIES

To be confident of sustainability it is necessary not only to show that villagers have technica capacity and
the ability to trade effectively but it isimportant to try to show that there are unlikely to be other commercia
activitiesthat could replace village silk. Among the possibilities are urban mechanized silk and weaving,
from within Laos and other countries, and other rurd activities, including opium. It is often assumed that Slk
isavigble dternative to opium in highland villages as it too has low perishability, a high vaue to weight
ratio, especidly if woven with an internationaly sought after design, and can be produced where winter
temperatures do not fal below.......2 However it is probably more labour demanding than opium. This
option for opium subgtitution should be pursued, perhaps first by researching progressin Northern
Thailand.

Mechanized production has long been athrest to village handicrafts globdly, but slk and some cotton
seemsto have ressted this trend where culturd and national pride maintain support for theloca products
and where the handicrafts quality is gppreciated by an educated international consumer, sill aminority but
measuable in the tens of millions globally. Whereas the loca support may be dipping the number globally
that appreciate handicrafts is probably risng with increased secondary and tertiary schooling that includes
some training in aethetics and other cultures. Having survived thisfar it is unlikely that further
mechanization will chalenge hand crafted slk. This having been said the industry should be aware of
internationd taste trends. It might be added that while qudity control isimportant up to a point, much of the
charm of handicraftsis the irregularity and variation in the product.

The issue of other aternative rurd production was discussed with the Deputy Head of PAFO in Hua Phan.
He stated that there were activities that could concelvably be seen as competing with silk. These were
corn, soya beans and large livestock. Soya beans provide a good profit but require skill and effort and so
were not widely planted. Villagers at Ban Na Lok in eastern Huaphan said soya bean provided a higher
profit than slk. The beans are eventudly sold in Vietnam. They are interested in learning how to process
soya bean and get access to the required equipment. At the moment the mulbery plantations lie on gently
doping land while soyais grown on the steep land as * shifting cultivation’. Thisvillage grows only irrigated
wet rice. Cornis easy to grow and iswidely grown on swiddens but does not provide the same profit.
Large livestock require consderable capita that is not easly available. At Ban Naok it islarge livestock
numbers that characterize the socio-economic strata. A Chinese company is introducing pine plantationsin
Huaphan this devated province but the villagers are not learning the correct techniques easily. Pineapples,
non-contour planted, are taking off in the Viengxay area, presumably for the Vietnam market.

Soya bean with some village processing is a possible competitor but Hill silk processing and weaving have
severa advantages even where the possible market for processed soya beansis close. It can be done at
amog any time when other activities are not critical, and is far more robust and long lasting. Moreover, for
the women the pleasure of weaving an interesting piece of cloth has attractions other than money. Rather
than village processing of soya bean that might meet hygiene difficulties, aloca town processer might set up
supplying improved or more appropriate varieties to the villagers and making perhaps soy sauce offering an
aternative market to the Vietnamese traders. This could raise the price of soya beans further in and around
thisdigtrict. This scenario might be investigated asif it isfeasble it will happen eventudly. Although it is
unlikely to minate Slk in the didrict it might take off the sheen.



12. KEY INFORMANTS

The following people either provided briefings on the project or aspects thereof, were interviewed by one
or more members of the evauation/strategy team, or asssted with interpreting.

Name Organization Location Contribution
Mr. Michid Peyra Consortium Laos Vientiane Briefing, discusson in Vientiane
Mr. Martin Dunn Consortium Laos Throughout the | Briefing, discusson throughout
Consultancy fidd trip and in Vientiane
Mr.  Viengthongxay | Consortium Laos During the | Interviewed/discussion
Intha Consultancy throughout
Mr. Scott Rolston US Embassy Vientiane Attended debriefing
Mr. Vilaysak | Sericulture Research | Hadxayfong Didtrict, | Interviewed
Souphanthong Center Vientiane
Mr. Kikaew Ministry of | Throughout the Field | Interpreting between village Lao
Agriculture and | work and Vientiane Lao for the team
Forestry leader. General discussion
Mr. Khamphet | Ministry of Foreign | Throughout the Fidld | Interpreting between village Lao
Xainyakho Affars work and Vientiane Lao for the team
leader. General discusson
Mr.Ratsanivong Vientiane ?
Ammdathithada Municipdity
Mr. Angkhan | PAFO Huaphan Huaphan Interviewed
K eobuakham
Mr. Amphorn Head of Cultivation | Xieng Khwang Interviewed
Unit PAFO Xieng
Khouang
Ms. Chanthao | Lao Handicrafts | Vientiane Interviewed
Pathammavong Association
Ms. Carol Cassidy Lao Textiles Vientiane Interviewed
Ms. Ratsanikone | Nikone Handcraft Vientiane Interviewed
Nanong
Mr. Phouthong Bolikhamxay Vientiane Interviewed
Mrs. Khommaly Lao Sericulture Xieng Khouang Interviewed
Mrs. Amphone Handicrafts Xieng Khouang Interviewed
Promotion
Mr. Phouwee Consortium During the FHFédd | Interviewed
Work
DAFO Xieng Khwang
LWU Xieng Khwang

Other important key informants include:




members of the Provincid Steering Committees,

members of the Didrict Implementetion Teams,

members of the Lao Handicraft Association;

Consortium gtaffs participating in the LEAPSS project; and,
LEAPSS Project beneficiaries.

(SENRSEORN]

13. TIME TABLE

The time table proposed to the team for the evaluation was 15 days, from May 17-31, withone extra day
up to June 11, dl in 2004. Approximately 10 days were required for fied viditsin Vientiane, Hugphan and
Xieng Khouang.

The schedule of activities suggested for the evaudtion is given below. The time in Huaphan was cut by 2
days and that in Vientine at the end was increased by two days at the request of the team.

May 17-19, 2004

= Evaduaion Teammedtsin Vientiane

» Findizework plan and travel schedule for the evaluation
* Review Project documentation

=  Conduct some key informant interviewsin Vientiane

*  Prepare materidsfor trip to target villages

May 20-23, 2004

» Trave to Xieng Khouang
=  Meet with province and didtrict authorities
= Vidgt Project villages

May 24-28, 2004

»  Trave to Huaphan
=  Meet with province and didrict authorities
= Vidgt Project villages

May 29-31, 2004
* Returnto Vientiane
»  Conduct additiond key informant interviewsin Vientiane
»  Preparefind report with recommendations

June 1, 2004

»  Present findings to the Consortium
» Make a separate presentation for Lao government officids



14. REPORTING

A prdiminary report outlining the methodology, information sources accessed, important  findings,
conclusions and recommendations was due on May 31%, 2004. This report was then to be edited, based
on feedback from the Consortium or the Lao government, and resubmitted to the Consortium no later than
June 11", 2004. The language of the find report was to be English, dong with a Lao trandation of the
executive summary and recommendation sections.

As requested one copy of the report was submitted to the Consortium in soft (MS Word) and hard (A4)
formats. Consortium will be respongible for further duplication and dissemination of the evauation report.

The Evauation Team was aked to keep the length of the report to a maximum of 30 pages, not including
appendices.

15. TEAM COMPOSITION

The Evaduation Team shoud be experienced in rurd development, agriculturd extenson, smdl enterprise
development and silk or handicraft development. It is expected that three consultants with complimentary
knowledge in these fidds will form the core of the Evaduation Team. In addition, up to three centrd-levd
Lao government officids are likely to participate as observers on the Team. These government officids
would provide some technica advice and recommendations to the Evaluation Team. It is dso likely that
each province would request that one or more locd officids join the Team during the field portion of the
evauation for their repective provinces.

All core members of the Team must be able to communicate and write English. In addition, specific core
members should possess the following attributes:

A. Team Leader

=  Experience evduating donor-funded projects;

» Experience evauating rurd development projectsin Laos,

= Knowledge and skill in using avariety of participatory evauation tools and techniques,
= Ability to communicate in Lao language;

= Good interpersona team skills; and,

= Strong writing skills.

B. Silk Sub-sector Specialist

»  Expetisein sericulture;

= Knowledge and understanding of handicraft and textile production;
» Fdd experiencein agriculture extenson;

=  Ability to communicate in Lao language;

= Good interpersond team sKills; and,

= Good writing skills.



C. Small Enterprise Development Specialist

=  Expetisein smdl enterprise development;

» Knowledge and understanding of the legal framework for private sector businessesin Laos,
»  Familiarity with handicraft and textile production;

= Ability to communicate in Lao language;

= Good interpersona team sKills; and,

= Good writing skills.



