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BAAC and the Enhancement of the Potential and the

Opportunities for the Rural Poor
(Under BAAC’s New Mission and Role in Rural Devlieopment)

Ennoo Suesuwan

Executive Summary

The Thai rural area, one of the country’ s largest production sectors, has played an
important role in the country’s economic growth and social development as 90% of the
rural population is engaged in agriculture and it contributes 11% of GDP and makes up
25% of exports. However, in the past, the country’s development strategies focused
mainly on (i) market mechanisms in which the private sector played the key role and (ii)
managing the country’s macroeconomic situation. These strategies left the rural sector
behind, and now it is faced with various problems: poverty, inequality, unsustainable
economic growth. As a consequence, the government is now placing greater emphasis on
the role of the rural sector in the country’s economic recovery. It is promoting human
capital quality of rural people, improving local people’s capacity so that they can be selt-
reliant and can participate more in the country’s development.

The Bank for Agriculture and Agricultural Cooperatives (BAAC), the country’s
main financial institution in rural financial market, needs to transform itself from a
Specialized Financial Institution (SFI) focused mainly on agricultural development to a
Rural Development Bank aiming to provide more diversified financial services which
focus on increasing job employment opportuinies in rural areas through increased labor
productivity, supporting the integration of production, processing, and marketing systems
in order to add value to rural people’s products, and to enhance community income as
well as to support the learning process of the rural people.

A recent situation analysis of BAAC shows that BAAC has high potential to be a
Rural Development Bank since it is quite popular among rural households and it has an
extensive branch network throughout the country. BAAC is financially strong and as a
result it has gained the government, the private sector and the people’s confidence.
BAAC also has a number of overseas and domestic strategic alliances to aid rural
development. However, BAAC has many weak points upon which to improve such as a
limited range of financial services that do not yet respond to the need of the target
customer group in rural arcas and the lack of a clear linkage between production and
marketing system as well as customer participation mechanisms within the organization.
These have had a negative impact on BAAC’s public image. As such, it is still not seen
as a true Rural Development Bank.

In this regard, BAAC has to change and expand its role to cover rural
development which includes measures that BAAC can immediately implement namely (i)
the acceleration of occupational rehabilitation for farmers whose debts have been
suspended by classifying these farmers into groups according to their real potential and
designing rchabilitation plans suitable given their capacity; and (ii) support the



strengthening of the Village and Urban Community Funds in 257 districts by assess the
funds readiness and register them as Funds, open bank accounts, for the Funds, and
provide advice to Fund Management Committees.

Measures that BAAC will implement in later steps are (1) support of marketing
for communities through cooperative movement whereby BAAC encourages farmer
clients to establish: Agricultural Marketing Co-operatives (AMCs) and the Thai Agri-
business Company (TABCO), (ii) promote and support of community enterprises
operations under the Community Enterprise Promotion Law, (iii) Support the community
master plan development as a vehicle for the promotion of the community’s learning
process and the creation of community enterprise, (iv) development of databases on
agriculture and village level product and services, (v) strengthening farmers” envolvement
within BAAC, and (vi) amend the BAAC Act to expand its scope of operations to cover
providing financial assistance to community enterprises, rural enterprises, and local
authorities such as theTambon Management Organization (local authority at sub-district
level) and Municipality in order to support rural community production and marketing,
development of infrastructure to improve productivity, and develop human capital
quality of local people.

In addition, in order to efficiently achieve the above-mentioned outcomes , BAAC
needs to reorganize itself according to its new mission through expanding and
strengthening the so-called Chamnian Saranaga Institute of Agricultural and Rural
Development (CIARD) to function as BAAC’s non-profit NGO arm. This mnstitute can
play a vital role in supporting the rural people’s learning process and training the BAAC’s
staff on rural development. CIARD’s autonomy will be maintained and CIARD will
carry out its operations through coordination and cooperation with public and private
sector networks of development organization on bilateral bases. Furthermore, some
activities will be merged and some will be re-grouped. At the same time, a new
management approach will be implemented. This approach stresses the development of
performance agreements and performance assessments at the policy level (performance
agreements between the Ministry of Finance and BAAC) and at the operational level
(Departments, Divisions, Section and individuals within BAAC). The emphasis will be
placed on BAAC’s performance which focuses on enhancing the quality of life and
improving the living standards of the rural people rather than financial returns of the
Bank.

The expected benefits that rural people will gain from BAAC’s expansion of its
role into rural development are as follows: BAAC will play a significant role as a real
Rural Development Bank, and function as a center for providing financial services that
are responsive to the diversified needs of rural people. These benefits will be the driving
forces for the creation of learning processes and mutual help for the people in the rural
areas based on self-sufficiency which will eventually make the country’s economy
sustainably stronger.

vi
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