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Sweden's contribution 20 the foreatry seotor in Lacs has
had some promising results and can on the vhole be positively
Jjudged. Tvo functioming fotestty enterprises have been Dbullt
up vitcually frem nothing, each of which today delivers about
25 000 =) of valuable logs annually. A functioming forestry
sdministration has boen created and roads, Living gquarters and
workabhops for sachise maintenance otc have been constructed. A
vecational scheol for the training of forest workers has Deen
established.

5o far, the foczestzy proegrasme has however not succeeded
in establishing & sustained forestry operation with a long-
COrR POISPECctive 45 re-generation has not been successful. The
project has to a large extest invested in too capital-inten-
sive A technology. A case in point is skidders. The mission
has found that the cost of hauling tisber with A skidder be~
comes mech More expensive thas using an elephant., The project
BAS not Deen able %0 contribute towards protecting the forest
agalnst shifving cultivation. However, this lssue is largely a
matter of mational policy and thes lies beyond the comtzol of
managoment .

Concerning allegations of forced labour being used in
the forestzy work, the misslon has concluded that the situa-
tioe i Laos i distincely different from that of Vietnam, and
that forced labour is not being used. The Lac Government has
chosen a relatively soft approech to the recrultment of
labour, wtillizing workess both from the ex Royal Army as well
a3 the former Pathet Lac liberation Amy.

Poth the Moong Mal and the Tha Bok projects have falled
to generate foreign exchange, which is one of their main ob-
jectives. Virtually no export has taken place. This is however
partly due to the fact that marketing is beyond the ccatrol of
project management. A cost/benefit analysis of the Waong Mal
project suggests that marketing problems Bave put the whole
econcmic viability of the project in Qqueation. vhee gains and
loases are peasured at shadow prices, the return on invested
capital is nearly zero. Unless a radical change is made in the




SUMMARY

proposed sarketing strategy. the projeat is unlikely to Qemer-
Ate net foroelgn exchange earaings is the foremceoable future.
in retrospect the export targets set by :he programse
and accepted Ly SICA seem somevhat umrealistic. It Ls concelvs
Able that the entire deosign of the programme - and indeed the
cholee of pregrasme - might have been different had one had a
more reallistic view of export possibillities. On the other hand
+t must be born Lin mind that there is also substantial iwpore
scbstitution satisfied by domeontic production of wood.

The forestry programme bhas encountered difficulties due
L0 external factors such as the poicing system, salary system,
Milding morms, purchase procodures, dSeclisica -saking pros
cesses, the Sovertsment's 1igid planning system, export rules,
DANKINgG system etc. Muth economic ACtivity and nev initiatives
Are today Rampered Dy the restrictions imposed on the state
foreatry enterprises vhon it CODOF IO €.7. CONLracting ser-
vices and labour. A testriction on bolding cash also seems to
prevent the forestry firms f:om seascnally hiring additiosal
sADCUr seascnally, for tending plantations.

With respect to SIDA's performance, the mission is of
the cpinion that the sanctians i=possd by Sweden for nonful-
fillment of the eXPOXT TAIQEUS were prodably not effective and
possibly Lll-conceived. SIDA has further accepted widespresd
attempts by the enterprises and their consultants To clircus-
vent or 90 around® the system, Iven though this practice has
undoudtedly sontributed to speoding up the isplemsntatice pro~
Cess, cn¢ must D6 avare that 3uch attenpts may bhave had nega-
tive effects (n the long tun. From & development point of view
it is entirely pomsibly ctRhat the projects might have forged
ahead more rapidly, if SIDA had not participated in manipula-
cionas of the system. In the long run it may be moze ismportast
Lo contribute o the development of an efficient Goverzment
Dureaucracy anmd to the formsulation of Governmemt policles
which effectively promote growth and sccial welfare objectives
than it ia to achleve project Implemsentatios and short run
peoducticon tazQets.

In sum, it can be concluded that the forestry pProgramme
has succeeded in laying the foundation for losg-terms forestry
Sperations Sut it can hardly be sald to Rave oatablished a
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sustained forestly SCtiVitY a3 Ppresctibed DY the pProjects
main objective. cononically., the progreamse has fallen fa:
short of economic expectations. The atsente of export sales

TaRes it A Suestictable investment vhen judged at the matiomal

T

Logatng ar Mwong Mal
Pooto. Mals Sandgren, SIDA dolderis
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RECOMMENDATIONS.

T™he Evaluation Misslon considers the marketing prodlems
and the fallure of the Sovernment Lo export a substantial por-
tion of the productiom, 49 4 Jericus obstacle ta the pro-
gramme. In order to achieve the origismal objectives set by
SI0A, regarding development Of an expor:t Lsdustry which im the
long run cas provide a socure source of foreligs exchasnge, SIDA
»ust emphasize the importance of creating products selliable o
OXPOLT markets in the West, The authorities together with SIDA
should thus teviev the possibliitios and restricticas when it
CoOmesS TO exports, and then revise project Qoals and Plans of
Cperations accordinmgly.

The rate of deforestation (2 Lacs has boen estimated to
Anywhere bdetweoen 100 and 100 000 ha per anmus, mainly due %o
shifting oultivatica. To cocunter this deforestation large-
scale ro-afforestation is necessary. The Mission regards it as
secessazy for SIDA to actively follew up the guestion of
shifeing cultivation and also o consider new projects of peo-
grammes which are able to deal wvith the prodlem. Regional de-
velopeent progranmes offering alternative oconamic
opportunities for the local population must cosplesent the
forestry entecprises, if the latter are to dDe successful on 4
iong=term basis. The evaluation mission reccgnizes this to be
& delicate prodlem since Interferemce with the age-old
practice of shifeing cultivaticn has far-reaching imsplicaticns
for the survival of the peasants' culture. It is alse
experienced as a4 threat to the peasants' econcmic survival.

The questice of the government's procuresent rules, dise
Sursement routines as well as the question of prices should be
studied with A viev to simplifying them, in order to provide
the =anagers of state enterprises with working conditions
which are sore conducive to rational decision saking.

Simplification of the logging technigue, invelviasg
gteater use of hand saws and elephants ashould ocontinue.,
Calculations show the very clear economic advantage of the
simpler technology.

SI0A's support to Laos can in the future probably be
coacentrated <n the more basic foreatry activities, such as
compiling an inventory of foreatsy assets, training of manage~
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ment persoanel and forest workers, develcgment of knowlecge of
silvicultuse ASE SUDDOIXT TO regeneration and rural development
ineluding the probles of land use.

The MMIC Tralsing Centre has not yet been utilized to
it fell extent. The traiming i8, however, seeded and the work
Sust continue, 8o 43 to wtilize fully the iavestments made.




THE EVALUATION

The foresatry programme nAsS SO faA: not boen cvaluated in
A SYSTORALIC wWaY. NOWeVer. Frogram reviews have been un-
gdertaken wice & year since 190, A special study was also
made in coanection wvith the prolongation of the project in
198).

The present evaluation covers the entire forestery pro-
Qramme Dut the main thrust i Aimed at the protects SFE 1 and
SFE 1. The purpose of t2e evaluation 13 to:

=~ Define the existing goal hiezarchy of the pro-
Sramme anc analyse possidle changes in it.

= ASSGas the achievenents that Have Deen made 1n
the projects since 0o stat: of the Co-Opera~
eion

- DisCuss bhow the monitorisng systes has been
functioning o far and how the present systee
Could be lsproved,

- Review the effect of sanctions imposed by ke
conor with respect to the cooduct of the pPro-
ject.

-~ Discuss the cholce of technology.
- Review how maintenance has been tunctigoning.

= Ciacuas the experiences gained froe SIEL and
SFE] regarding rural developsent.

= A reviev and discussion of the functicaing of
the price system and of the proper set of
shadow prices.

“ Asses the feasibdilicty of continued Swedish sup-
POET L0 the Laotian forestyy sector.
Freceding the ovaluaticn & “"Pre-evaluation® Desk Study
WAS carried cut by SIDA/Stockhelsm o serve as a guide for the
nissions's work.
The Evaluation team visited lacs in February L9885 and
consisted of the following perscas:

“ Farils Ooppeors, SIDA's Policy and Evaluation
Divisien, Team lLeader

= Svea Bc Bergstrom, Director Swedish Foreatsy
Adsinistration
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= Larte Ezik Bizgegira, Consultant

- Reldar Perasan, SIDA's Agricultural Division
Farmally rtespensibie for coeclusions and recommendation
ef this teoport are Messrs. Rarlis Jdoppers and sves Mo
Dergetiom, while Lars Exik Dizgogidrd and Zeldar Perssan both
Delng assoClated with the fozest:y project in Laos particl-
PATed AS ICSOUXCH pPearacHs o the ovaluation toam.

/




CHAPTER 1_- INTRGOUCTION AND BACKGROUND

Svedish-Lactlan cooperation in forestry started is 1977,
without Sweden RAVIng any previous experience of forestry in
tacs, and consisted then of impors-suppor:s and conasultancy
studies, Today Sweden contributes o the following projects)

Time-perica Aount

S5EE
SFEL (Muong Mal) 197986 90
SFE) (Tha Bok) 1977-8% 45
Minist of Industrios,
Mandcratft and Yoreatry L984-86 Pl
Mooty Mal Tralning oconter L300-04 10
Muceg Faksane Regional
Projecs 1384-86 1.4

The two State Forestsy Enterprises Muong Mal ard Tha Bok
show vesy similar physical results CONoerning L993ing, Tegen~
eration, rural development etc., but they have reaches their
sccomplishments in somewhar differemt wvays. SFE 1 has made
hoavy, fund-demanding LnVestmants in high guality oads, coa-
arete bulldings., heavy =achines and a vorkshop far to0 large
for present needs.

SFE ) on the other hand has Bullt WP Ats ACtivity in &
such cheaper way, starting in 1979 with machines purchased in
1977/78 which are still in use. The enterprise has also com~
structed aimplar roads than SFE | and umpretentious Living
quarters from wood., The workshop 1s only a4 plals shed, as
SFE ] ozigisally was 10 nave access to an adjacent warkshop at
Em 14, but it Is novw 50 De scdetately enlarged.

T™he W esterprises are poth functioning welil on the
whole, and can 80 far be said to have comcentrated on Suilding
Wp the necessary infrastructure and & funceioning administra-
tion. But there is still moch wotk %o e done before the en-
terprises are fully establiaked.

tThe policy of the Lao Gavernment with respect =o the
fOresStIY PIrogranme L& sainly to InCIease exports and 1o estab-
lish industries with wood as the male rav-saterial scurce. The
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forestn are coosidered as one of Laca' moat ismportant maticnal
tescurces.

According TtOo the programme’'s sbhiectives, A sustalioes
yielding forestry should be created, thus regeneration is an
essential part of the project. This has, however, hardly
started. MNurseries nave bDeen constructed and planting fas
started on A small scale. However, several plantations sees two
nave failed, partly due to damages from cattle and fire, bat
ma. nly due to bad tending (weeding). The activity of regenera-
tion must be strengthened Lf the objective of sustained yield
is o be achieved.

STATE FORESTRY ENTERFRISE | -~ THE NUONG MAI PROJECT

The firat discussions abcur Laotian~-Swedish cooperation
in the forestry fleld were initiated in 1977, A SIDA mission
visited the Nai KEal stea in the FKammouane province during
Novenber-Docember 1977, It recoemended with SO0me NesSitation an
investigation of the possibility of starting a pilot-forestry
Project An that area, After some sonths, the Lactien authoti-
ties moved =he location of the proposed site 10 the Meong
Huong area and later to the Mucmg Mal area.

From the very beginning studies were also undertaken
into the possibility of suppocting forest industries and re-
lated fozest:y activities in and arcusd the Vientiano area.
SEEK & million vere allocated in concossionary credits from the
izpors-suppors which wetre set aside for these activities. The
funds wvere used for repalrs to A sawmill, renovation of & dry-
Kiln at a furnicture factory eto.

During 1978, the Lao suthorities proposed heavy inveat-
monts An Muong Nuong isawesill, plywood, pulpmill etc). A study
of the Muong Huong/Muong Mal areas was undertakten in L9748, The
mission recommended Lnvestmonts corresponding to A forest pro-
ductiom of about M 000 =’ annually. and & vocational training
contre for 90 studenta, with 10 forelgn instroctors.
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Fhove Brede Avdrinl'SIDAY Nider Ly

SIDA, in Stockhol®: was rather Resitent about the heavy
investnsents ontasled In such » grandiose beginning Ln 4 remote

ANGE URENOWN AFeAa. The missica had oncSuURtesed A nuEder of ait-

A

SOULties Guring its work, SIDA would have preferred To atars
development Cooperstion in coamection with existing Vientliane
foreat LncSuatries, SIDA was of the opinion that a bettar fore
OST PrOJOCcTt thanl Muong Mal Ccould e found but wanted as far as
POSEAbIO TO TIY TO meet tThe Lntereats of the Laotians.

UZing Segotiations in January 1979 the different opin-
LOAS led to certaln irritations. It was fimally agroed that a
jolnt Lao-Swedish working Qroup snculd work stowards £inding a
CORRON URGeTStancing about how 10 Degin, During the work of
the Qroup the site af the project was sdjusted upwards., The
vocational training centie was designed to receive 170 stu-
Gonts, which wvas, however, A such lower figure then the ini-
Tiai request Of the Laoctian Qgovernment. Long liata of equip-
BEATL WIS pPrepared. The doouments drawm up during these
GiSCUBRRiIONS Decane, in Sue course, the basis of the ¢

Frojecet,
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SNring the annual Laotian~Swedish negotiations La May
1979, SEK 50 mililon vas set aside for the forestry project,
As far as can be ascertained this figure was not based on any
particular ecomomic calculations.

AN Agreement about the first forest:y project (SFE 1)
Vas signed in October 1979. SIDA's management board at the
time found that the bDackground doocuments prepared were
inadequate but it was argued by the Agricultural Division that
no better document oouid bDe prepared and that the project
sheuld Be under coatingous roeview and adjustsent until 1t
found its final form.

During discussions at the start of the project. SIDA
made many compromises and can be sald to have chosen a “soft*
Approach. This must however De see= agalinat the background of
the rather strained relatioms that resulted from the different
negotiaticas. The Laotian euthorities wore seen as having aif-
filculty in understanding the Swedish view, nasely that all
background facts should be known before 4 decislon was taken.
in the end, SIDA wanted to Come O AN MJIoammnt =0 that the
work could start and cthe Laotians “would realize that there
WaS 4 Seridous interest to cooperate on the Swedish part™.

The project began to move forward im 1980, Im the main,
oniy plamning end purchases took plece. Milding wagk started
in 1981, The actual forestry production vas delayed as the eon-
LOIPrine qQuite naturally dealt primarily with Bwilding sctivie
tios (for she Muong Mal tralinisg centrel. The first phase of
the project was delayed for one and 4 half years Ln ozder o
complote The NOCCESAIY 1OVOSTRORTS.

SIDA had not forescen all the bureaucratic difficulcies
the project would have o sclve, mor hac probably t2e
Lactians. Gradual ediustment of the Plan of Operaticon, as
foreseen by SIDA, proved much more dAifficclt than originally
theught. This was largely due to the relative rigialty of the
decision-making process of the Lao Administration. It Lis dif-
ficult to change a decision once it is taken.

From the etomdmlic point of view, the project did not de-
velop as successfully as foreseea in the Plan of Operation. In
fact, its poar perforsance was seen by many as quite disas-
troas,. One reason for this was that exports oould not take
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place directly from Paksane as the plan had anticlipated and
that log export was often bansed by the Lactism Governsent,
The Coverneent's policy vas o process the wood i1 Lacs, ine
stead of exporting logs. However, Thalland nhas a customs duty
on processed products. Furthersmore, charcoal-production did
net prove to Se A4S eCONOMIT A4S caloculated.

A secend phase of the project was decided on for the pe-
riod 19B4-86. Due =0 the low profitabilicy of cthe crigisal ine
vestment, the decislion 1o prolong Vas however taken with some
hesitation.

STATE FORESTRY ENTERFRISE 3 ~ THE TWA MK PROJECT

in L1978/79 large quantities of heavy eQuipment were is~
ported with concessionary credits to e used for the comstrIuo-
tion of cerctaln cams, included iIn 4 project proposal preopared
by the Mekong coamittes. A lacge part of the sodern Logging
equipment existing Lin the Vieatiane zegics [(including equip-
mant pald for by SIDA) was transferred to the newly eostab-
iisked State Foreat Enterprise 3 in 1979, Since the company
encountered dlfficulties in handlisg all its tasks, A recrga-
nization of SFE 3 wvas undertaken in 1980,

Alzeady in 1980 SIDA started to investigate the poasls
pillicies of Qlving direct technical assistance to SFE 3, The
purpose of this support would be to promete the comsalidation
of SFE ) as an enterprise. However, &5 AQIeemant was not
sigeed until the spring of 1983. The delay wvas cCcaused oy
changes in prerequisites and demands for nev studies. During
these three yoars, the enterprise vas given scme technical as-
sistance as well as convessiomary credits.

DEPARTMENT OF FORESTRY

In 1980 the Forestsy Department approached SIDA for fi-
nancing of squipment for Linventories and plantations, and for
scholarships,. The intention wvas probably to import this ogQuip~
pont Shrough CONCesSsionary oredits. At SIDA's sugguestice the
cocperastion, however, took the form of a project.

AD aqreesent for an initial owWO Yyear project vas sigoed
in 1980, It inciuded the provision of oquipment for Lnventes
ties for plantations, consultancy studies, scholarships and
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the isport of material for certain bulidings at the Dong Dok
school. The imported satesrial weas efficiently used. Studies on
RoW O continue the work were prepared regardimg inventory,
plantations, educesion and protecticfi. A great deal of effesrt
Went ARtO TIYing o develop a functioming cooperation for the
develiopment of the Dong Dok fozestiy school.

After a reorsanizasicn cof che Forestry Departeent in
jate 1982 many of the sctivities as well as the future <f she
project became rather unclear, After some extesaslons a4 nev
PICIect sgroemant wAs aigned Ln L9684, Acoording to present
planning, all future Svedish SUpport to the fogesatry Sector in
Lacs will go =0 this project,

The 192002 Mei TEAANADG Cestre originally started as a
part of SFE 1. The inteation was To traln 170-200 forestry
workers of different ctypes, Howewver, for & number of reascas,
it soom Decame clear that the training ©of mechanics and ma-
chine operators could not take place is Wuong Mal as planned.
For this teascon the investment in the ochool AT present is qon-
necessarily large. It represents & sizadble par:t of the total
investments in SFE 1.

For resscns of perscaal security Swedes can no longer
work im Muong Mai. lnstead, the Swedish adviscors aAre now en-
gaged Ln the tralning of Lactian instructors in Vieatliame., In
the Llong run this need not necessarlly have 4 negative impact
ce the project. Durimg L5384 the project was independent, bDut
has since Decome an integrated pert of the Department of
forestry.

In L9581 & study wvas undertaken in order to see if it wvas
possible to support SFE | and SFE ) with certain activities of
a regional development type. it ccacluded that a reglomal de-
volopment project may promote both forestry enterprises. After
the study funds were allocavted for the so-called Muong PaKsaAne

Regional Project, within the budget of SFE L.
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CHAPTER 2 - ACHIEVEMENTS

in this chapter a=s attempt s made t0o anmalyse the
Shiovements in the three dJdiffezent projects rorming the
fozestzy programme (1.0. the support given o SFE L. SFE J and
the Foreatry Departaent). The analysis (s sede on two levels.
Fizstly tho main objectives for the projects are identified
And the achiovements in relation 10 these aro ostablished, and
the relevance of the objectives as they are formulated is dise
cussed. Secondly. the producticfi tArgets 4% far as they have
been stated for different project asctivities are listed and
the performance in relation o these tArGets i5 assessed.

STATE PORESTRY ENTERPRISE 1| - THE MUONG MAI! PROJECT

Stated main objectives

When the first phase of the Muong Mal Project was de-
sigoed, the following four main objectives were forsulated in
the Plan of Operation.

1) ine project will lay the foundation for
scstained lomg-term forestiy activities in
She area.

i11) The project is expected to result in net

forelgn exchange oarnings, by inctessing the
supply ©f forest products for export.

{111 The project will provide craining in the
forestry operatians which are undertaken by
SFE 1 and other State Forest Enterprises.

LIV) The project is expected to contribute to
the social and ecoscmic development of the
Area.

The first and the socond objective are operational in
the sense that they requiszre steps to De taken in 4 specific
Girection 50 as t0 meet these goals. Although tralning can be
Seen A% 4 means of achleving the first and the secand cbiece
Tives, 1T Was made & primary objective iz order to underline
the emphasis that was to be given to training activities,

The odjective related to development of the area was
added between the second and the third draft of the Plasn-of-
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operasion, It is guestiocnable Lf this objective expreases any
ciear intention.

tt should De noted that fulflllsent of the second cbjecs
cive, related to foreign exchange earnings, depends upon fas-
tors over which thoe Pro)ect managesent nas little or mo con-
trol. EXport mArketing if BOC part of Lts responsidilities.

There ate reascas which sugpest that this set of objec-
Tives was perceived somevhat differeatly by SIDA and the
Lactias authorities directly concerned. Geserally speaking,
SIDA put more esphasls oa economic efficiency and on a
perspecsive of gradual development, whereas the Laotian A~
shorities, iscluding the project sansagement, saw large-scale
Bigh-technology industrialization As 4 sShori-Cul tO progress.

Achlievesents of main objectives

T™ho project has succeeded iIn laying the fcoundatioa for
ionge-term fOrestry operations but it can hardly be said 9
mave established & gsstained fOYeatIy ACTLVILY., AS presce tbed
oY tHe cblectives.

A fusctioning organization ISFE 1) has evolved, physical
INTTABTIUCTULD has Does developed, managerial, technical and
vocational skills have been improved and & reascnably well
patanced fleet of vehicles, eogquipsent and mainatesance faclili-
ties have Deen provided. As 4 zesult, SFE L is coday & going
coocern of ccasiderable strangth,

The +wo maln thIcats 0 She CAZEIPIise Are extorna..
rirscly, an increase in guerrilia activities in the ares &ouls
seriously distuzd the operatiocns. Seocondly, theze is & risk
chat iasufflcieat funds will De srovided by the Central
Soversment 1for replacement inavestseats) onoce SIDA support is
withdrawn.

S50 far, the project has Zalled to establish & sustalned
forestsy opetatlion vith & LONg-TOI™ Perspective, since the re-
Qeneration programme 2of the forest RAS NOT Yot Sean SSCCoRs-
ful,. DUt it has made a Constructive starct.

The objective of genecating foreign exchange has 0ot
poen achnieved. It will be recalled that exportT marketing is
peyond the controli of the management of SFE 1, therefore ef-
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TOrss within the project have limited ianfluence oo the level
of achievemant of this goal.

The thizd oDjective =~ 0 Provide training - is not en~
tirely qQuantified and it is therefore somewhat cifflicul: =0
1uc9e. However. extensive traising activities have been cars
ried out, it can be argued that the chbjective has bDeen largely
achleved.

The fouszth cbjective - comtribution 2o the social and
economic development of the area - is also unclear, as it anly
Aindicates the mature of the desired reosult but faills o indi-
Cate any macgnitude. As was pointed out above, it Ls umclear if
this odjective wvas included with very sericus intentions. The
Project design bardly suggests that this was the case.

An overall ispression is that the formulation of all
four objectives reflect the fact that nome of thes was ana-
lyted properly at the time they were set. The parties’ main
ANTOrest wWas TO STAIT WOrking on a4 functioning foressry Pro-
jece.,

STATE FOREST ENTERPRISE 3 - THME THA BOK PROJECT

Stated main objectives
in the plan of operations four maln objectives ate pec-
ified:

(I Sevelop forestry activities in the Tha
BOK Area S0 that exploitation and regemora-
tion are balanced.

{12) Protect =xa closed forest agalnst shifse
ing cultivation, fires and other damage.
Degenerated fozest will bo re~afforested or
transformed into agricultural lasd in coop-
eration with the lecal papulacion,

1£22) The productics of the forest will be mare
ketod I SUCh &4 way that the countey's bals
ance of the trade is improved.

(IV) frovide SFE 3 with financial and perscn~
neL Tresources which = given tThat certain
changes occur in Government policles - will
make SFE 1 commercially self-supporting oy
the end of the project period.

The first and the third objectives are operational in
that they cannot be achieved unless specific and i1dentifiable
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ACtivities are undertaken. However, SFE ) just like SFE 1 has
had little or no control over the marketing of Lts output.
Project management could therefore seally 4o iittie to influ-
ence the level of schievesent of this object.

™He seccod obsective ia formulated as a mixture of means
and ends. As Lt is formuiated, it can 0 said to be unrealis~
eic, at least in the short perspective. At the time 1t vas
formalated, this would hardly have been cisputed by anyone fa-
miliar vith the situation. This objective should, therefore,
probably be seen as an expression of & concern and as an om-
phasis of an LAPOTrtaAnt L8896, rather thas as a clear statement
of intemt.

It i interesting to note the differences between he
objectives set for SFE ) and SFE 1. For SIE ) no sention 1is
made of any contributiom to tegional develogment., On the other
hand. a stronger esphasis of ecomomic efficiency is indicated
by the fourth cbjective, while there is no such corresponding
objective for SFE i. The formulation of the fourth objective
18, however, uhslear, thus Lt (s difficult to see what guiding
propection LIt may have had,

AS vas the case with SPE 1 above, Lt can be argued that,
in geseral, the malin objectives ware never really analysed be-
fore they were agoptod. There wWas A4 strcag presdsure o sStarc
project activities, to qet the eaterprise going and toO ostad-
1ish a functiconing fosestiy cperation.

Achievesents of the main objectives

As the first cbjective is formulated SFE ) has largely
not been suocessful, Whereas the logying cperatico has Ddeen
successful, forest regenezation has fallen far ashort of
expectations.

In relation 2O the second objestive - O protect the
foreat Against shifting cultivation, SFE J has Alse Sees un~
successful. However, it must bDe stated clearly that this is
the tesuilt of the objective Seing unrealistic, simce it 15 be-
yond the coatzol of SFE )'s sanagement, racther than & sigm of
POOr parformance.

Regerding the thitrd =ain cdlective - O export wood -
SIE ) can note amacher fallure, as only limited quantities of




wOOG NAVe Deen exported (inditectly via Lac Piywcoad)l, As has
already Dbeen noted., the PIOICCT BANAGENENAT <can hardly be

DLANSS COF this TAllGre, as 1t GO0 NOt Ccantrol marketins ace
SAVities.

AR ROTECS ADCYE, Lt I8 ROt Ci08 wWhat the fourth abjec-
TAVE ToALLY ™Rans. ConsegQuently, it i3 Serd O Graw any cone
-+UALANE TOGATAING the level Of achleverent.

Ihe above ansalysis of the .evel of achievesent i sSrf |

And SFE 3 gives the impression that porformance has been Lets

tor in SFE L. This, however, dopends largely upon the differ-
enses in the sets f stated objectives. Judging the 1w
foreatry ente:prises Oy the same coriteria, oo occula on the

CONITAIY QONC.lUCe TthAaTt SITE J has been more Dusinosslike R 4i%th

PEIATICNE ARG TAF COMe ClLOoSer TO living up %o SI1DA's hiloso-
phy of Qgradual Cevelopment.
N Sum, It A% Do cotcluded that the THO enterprises

AAYE DD INPressively succesztful in developingd the physical
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infrastructure required for a logging cpersaticn and that the
quantities of wood extrected have come close to production
targets. Few projects 1n Lacs can show a sinilar degree of
SUCOOSE. But im doing this, the projects have fallen short aof
eConanis expectations. The Abmonce of export sales makes them
A Questionable investment vhen judged at the naticeal level.

With fespect to several of the objoctives relacted o
sustAlNOd Cperaticons, regional development, etc, performance
is poor. [t can, nowever, probadly Se argued that these obiec-
tives were untealistic as forsulated and thas they have,
therefore, not Deen tegarded as Deing operaticnal, RO have
they in actual practice really Deenm used as guidelines, either
oy the Laotian authorities or by SIDA.

PRODUCTION TARCETS AND ACHIEVEMENTS FOR SFE 1 AND SPFE )
T™he figures belov susmarize results for the periocds
:979+8) for SFE 1, and i98)-84 for SFE 3.

i293:09
Targets according Actually
1o i of Operasien  _ achisved
SFE 1 6 000 m? 28 400 ol
SFE 3 50 000 m? 30 000 n?

SFE 1 started logoing copezations vesy gradually dus o
the fheavy programme of construction of bulldings, roads and a
NOrkahSe An the first stage of the period.

SFE ] started thelr looging operstions im 1979/80, The
mAChines are now in 4 bad condivicos asnd have shown & very lew
rate of ueilizatica. In 1984 only 30\ of the skidders and only
10V of the chain saws were actually woerking., The test of the
Sine the oquipment has Deen at the workshop, mostly walting
for spase parts,

BEROES. 2L A0S 1zounc wood)
According o Actually
SFE 1 6 000 o} -
SFE 1 12 000 »? i 000 @)

19
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uring the period thetre has been & ban on the export of
iogs. Plyweod and savn wocd Rave Deen exported through Lao
Plywood. The oxpost question Ls discussed 18 chapter 6 below.

Begeneraticn RAANSSA _ALSA
AcCording to ACtually
SFE 1 50 ha 1) ha
SFE 3 1190 ha 43 ha

These are planted arcas. When it comes tO survival rates
the results are considerably worse, E.g. for &SFE L only & ha
TOMALN LASASt ANd cAn bBe approved. Yo: SFE 3, oaly arousd 20
nA s0em tTO be imtact, Feasons £or the pPoOr Iesuits incisde Se-
layed weeding as well as <damage By cettle idue to lack of
fencing).

ANCLhor toasch = Anc perhape the maln cne <« for the peor
regeneration results is that there is neither the incentive
ner the pressure sequired o encourade planting and adeguate
caze cf the seedlings. This 48 tO 4 large extent Sus o the
existing restriction on purchases and other asdministrative
routines. Alsc, the workload for weeding Is, as alwvays,
underestimated and inadeqgquate funds Afe set aside.

$Some nucrseries Save doen establiaked at the projects and
reseasch of natural tegeneratioct is going on at SFE ).

A4 _CSnRLINGTACO
Acoording to Actually
Pl o 2
SFfE | Not specified 44 o ¢ 218 meotres
of Bailey bridges
SFE 3 8] k= i) k=

The gualicty of the roads differs videly between the two
projects. SFE 1 has comstructed roads of a wvery high class.
whareas the rosis At SFE ) are =uch more crwdely made arnd
CALS® DReAVY WOAL ARG oAl tO the trutks. This adds conslde:z-
ably to the cost of maintenance of eguipmeant.
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Future Producrion and Exposts

In the 198% budget, SFE L has pisnnes for the foliowing
delivery of wood:

voluse  Delivery place  Quality

4 %00 -’ Export Do luxe + hardwood

10 000 »} Lao Plywood sof twood

6 0 ; Faksane sav mill Softwood + bad qualities
M) igg -

Since nev jnventory figuces £or SFE | show the following
distribution of Quality classes;
De luxe 0.3 %

Hardwood 7.0\
Softwood 3.7 %

it follows, hewever, that a voluse only of & 800 = d¢ luxe
and hardwood will be avallable for 1985,

SFE ) has a logging volume of 27 000 m’ plamned for
1985, Inventory {igures show the following dissributico of
Qquality classes.

Therefore the volume of de luxe and hardwood should be
$ 700 =% for 1945,

According to the plans, SFE | and SFE ) combined will
thus produce 16 500 »7 de luxe and hardwood im 1985.

According To current budgets, an export of around 20 000
=) i3 plansed from both SPE 1 and SFE 3, giving a total of
40 000 m', including wood through Leo Plywood.

Buz the distribution of 18ty classeos in the Laveatory
imply that a total of probably no more tham 16 600 m’) can be
exported directly to the western market. The demand for gual-
Aty wood iIn the Nest is such that prodabiy onily & part of the
Lactias hardwood is exportadle.

In conolusion only a part of the pianned guancity for
A985 wvill be exported %o the dollar countries. Through sales
0 Thallasd, India and the socialist countries, the plasned
OXport Quota may however be reached.
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To 2o able to correctly plan export Quantities in the
future, & better inventory of the forestry assets and their
distribution in specios and quality classes is necessary.

Objectives

In the first docusent on cthe project, dravn up in 1980,
no detalled targets and cbjectives are preseated. The Forestry
Dopartmont asked for eguipment for compiling an isventory and
ostablishing plantations, for scholarships o Indis and for
Assistance with imported material for some Buildings at the
Dong Dok Forestry School. This vas isplicitly intended to lay
a foundation for future Sevelopment co-operation with the
Forestry Departsent.

The planned start of the project was delayed half a
year, In 198], it wvas extended TO ooe Year. Subseguently it
was further extonded, so that the first phase lasted up to the
let of July, 1%84.

Achlovesants

lnzensery

L9R0=1942 che following activities were supporied oYy
SIDA:
- Bquipment for fleld invenzory war puschased.

This bBas ceen used in investories of 1.4 mile
lioe ha.

= A Stuldy was carried cout on how o ostablish a
photo imterprecation seation,

= A PhOZO LATEIPIOTATLION sectica wWas sterted as
the Deparcsent of Forestry.

= A COUrSe vas conductod in PHotOo 1nterpretation.
- A study tour to Sweden and India was made.

- Co~ FATION MaAS oatablished with SFE 1 anad
Sre 20 mako maps of their respective conces-
SL0N Aroas.

In Jate 1932, the ctespoasidle Lao cofficers left the
Forestry Department in Vieatiane when they had To0 Start worke
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Mg oo fiels Lnventories in Ehasmcans and Savannakset. The
Dulld~up of central astivities 2Ore oF less aAtopped. At pre-
Sent, it in Soubtful nhow well the eguitemnt O iNVONLATLIeR i
DOADY used. HOweYer, 4 Svwedish oxpert will now sSTart wOrking

in the Inventory Secticom and continue oo the foundation laid.
Plasnstatics

- EQuUlpeant IOr nurserles AR Doen purchased.

- Studies nave been made on MOW TO atganiie plan-
TAtlONn work in Laos.

Secause Of redrQanization, thils sud-projtect has had 4if-
ficwitaes in getting started. However, the studies made show
What L8 20 D0 SCme, A SwaCish OXPErT L% SO BTALIT wWOrkims in
CHe S1LVICULTUral Sectlon. Jhis 18 1ntencesS te result in a
Mntral unit fOr seced-collectian, fiesld-trials etc.

in the opinian of the mission, the ninlsus targetr for
the S5tate Forest Entesprises should Do TO PLIANT AN Ares corre-

Spoading 1O A YOl ume eXplolited. 1T the maln ANnNEA.l incremant

!
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(MAZ) is 10 =% /year and the exploivted volume of an SFE is
40 000 mi/yoar, each enterprise has o plamt & total of & 000
ha as industrial plantation in oXder O mAintain A long-term
sustained vyield. This isplies chat 100200 bha rneed toc be
planted yearly, depending on whether the rotation period is
calcslated as 40 or 20 years. Since felling of zrees 3i»
selective, the planting area has 10 be located outside the
1099ing area.

Pegarding forestry protection 4 BmINGT SuUMm wWAS Set Aside
to undertake certain studies and Gesign a pilot project.
COEtALn Preparatory work Bas been done, but no agreement for
the future has been teathed.

Scholasships

From the Seginning LAt was planned to send 4 students for
ranger-traitning to India. After sooe delays L6 students were
sent. Tem of them have nov returned, the rest remalning in
india for additional training, regarding inventories and sil-
viculture,

These students will cover some of the Gaps existing in
the adainistration of the foreatty enterprises.

P2ng Dok Forestiy Fcheol and Forest Teshnisian Training

Cne of the main preoblems in the isplementation of the
programme and in transferring knowledge has been the lack of
tralned stalf at niddile management level, i.e. the forest
techaniciana’ level.

1980-8]1 SIDA therefore supported the construction <f a
fevw nev Dulldings and some renovation work at Dosg Dok
focestsy school. SIDA has oocasionally also supported the
tralning f{e.g. tralning equipment) at the school.

The “Plantation Crash-course”, which wvas the original
reason for SIDA's invoivement in the bullding activities at
Dong Dok, has never taken place, but there has been a lot of
cther educational activities in the buildings, SIDA's support
to Dong Dok has, Bowever, been very lisited,

A study of the whole sector of forestry educatica was
underctaken im 1981. It recommended future support to forest
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techaician training 1n Doang dok. Nowever, =50 training of
technicians today dces et seem o achlieve dosirable stas-
dard.”

ik _Meong Mai Traiolng Centge, MNTC

The Muong Mal ctralning centre has bees bBullet up from
nothing aince 1980 to a vocaticmal school deginning to func-
tion for forestry workers of diffezent categosies.

Initially MMYC wvas patt of the sc-called Mucos Ma:
Project (SFE Ll). Its size Decame a4 Ccompromise bDetween a
Swedish plan for a schosl of about %0 students and & Laotian
for a4 school of at least 300 students. The objectives of the
school were basically to train forest:ry workess in Logging,
inventory, silviculture, road construction etc. The training
should, according to plans, o8 in groups of about 9 students
and last for about 9 months.

i1t scon became clear that MMIC could not resain included
in SFE 1. The enterprise was, hHowever, expected to earn money
to help pay for this school, in the naticmal intesest. In 1901
it was, therefore, declded that the aschool abhould be trans~
ferred to the Department of Forestry. The Departsent had not
planned for this new task.

The first courses at MMIC were run for the perscnnel of
SIE 1. Some students from SFE 3 also took part, The courses
seem o have resulted in 4 considerable Imorease in productiv-
ity.

Students from Dong Dok Technician school have also been
to Mucng Mal for precticel training.

It has lately been decided that forest technician
tralaing should e transferred to Muong Mai. Dong Dok will be
used for higher training.
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ANd couzators (40 students) At the MNC, For A numbar of toa-
SORS this proved Lepcssibie. Attempts DAYO Deen MACe T0 Qet
this STALNLINg stazrted i Vientiane but 30 far, NOC much has
Deen AChLioved. A Srash=Course may start In L98¢

it March of 1984 thHhe Svedish teachers lefr the Moong Mal
AR LAY SCeCUrLILY ZCASONE ANd AXe ThOrelioreo NO LONSAT TAKLIDG A
JATOCT part in the Sraining ia Mucng Mai. [=satead they aAre
sainly engaged in the training of teachers [or MMTC inm
Jientiane. The lack of LAOSLIAN INBtLUCTtOT® AR O CAfrs -
the reguisite tralining has hitherto bDeen & probies.,

TO sum wp, MNT Bas not vyeot been utilized =0 its full
extent. The tralning 15 needed ovever ard the w K PusSt -
tifue S0 485 TO utilizo fully hw investoents made. When hw
students in Dong DoKXk are ovec SO Meong XMal the 8Sho0s wiil

probably
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Conc lusions

Regarding the Swodist support to the Forestry departsent
e BAY State in summary that the equisment bought durling the
first ohase for the Dong Dok and Mucng Mal Training Centres
Bas boet well utilized. The Forestry Department has worked out
plans for sultable cevelopment of different sectors. Nowever,
the project has not proceeded as fsat as planned. But this has
hardly affected the costs of the protect.

One cblective of the project wvas to provide support for
A Coupile of yoars and see iIf prorequisites existed for more
ANTenaive co«cpesation. The project has, by and large., ful-
filled this objective.

T™he supporr o the Forestiy Departmont has been fre-
geently delayed and froém tipe to time has desanded rather »
Lot of work from the Swediss Esbassy.

furing the first phase of the support, SIDA's discus-
sions with Laos were held with technicians participating os
the Lactian wside, After 1382 moat discussions have been meld
Without techniclans. This nas nmade discussices and planning
more difficulr.,

The misaion tfeels that what Is needed today at the
Forestry Department ia the development of NIsan IeSOUITOS.
inetesd, the Lao authorities have often seen the scquisition
of nev Bulldings and eguisment as the maln objective, NMaay
proposals nave boon somewhat untealistic and plans and poli~
Cies have Deen changed zather often. The reorganization of the
Depactment of Forestry in 1982, caused a stand-still fer a
loey perlics,

The cevelopment during the past two yoars shows that 1f
the Project is 10 be meaningful, & fev long-ters Svedish ex-
perts are requited for each of the differen: sub-projocts.
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THE SECTORAL ORIENTATION AND THE PROJECT CONCEPT

At the time they were forsulated, the two forestry pro-
jects at Mucos Mal and Tha Bok were seen As sectoral projects
rather than as projects for general rural area dmlopmt.' A
nusber of factors contributed to sthis perception., Firstiy,
forestry had been idemtified 48 4 sector to be given Priority
in the Lao/Swedish cooperatlon programme. Comsequently arganis
zatiooal units within SIDA and the Lac Government a8 well as
the professionals involved in the formulation of projects
penceforth tended to represent forestry “interesta”.,

Secondly, indications durimg the formulation phase of
the Muceg Mal project suggested that forestry activities oould
e undertaken in the proposed area without coming into & (lans
use) conflict with the local population, which might have
called for a different and broader project design. This com-
clusica, which eventually proved to be wrosg, Was reached by a
soparate study usdertaken vith the assistance of a social an-
thropologist.

Thirdly, the projects never had the optiocs Lo recruilt
labourers from cthe local population, theredy establishing
liskages with the local economy, as the enterprises initially
were given a labour force consisting of former military and
police personnel.

Fousshly, the intended export orientation ocoupled with
the rather high level of technology tended to give the
forestry activities A characteristic of enclaves in the local
economy. This was further enhanced as the projects choose o
dovelop thelir own medical and educational facllities rather
than integrating such services with those of the local asuthor-
itles,

Howevor, A few years later the sectoral perspective was
questioned by extersal comsultants. As a land use ccaflicr,
involving extensive shifting cultivation, was eventually rec-

* SEE ALSO "The Preject Fecus" in Chapter 7
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ognized. both SIDA and thes Laoc Goversment accepted tho argu-
went that the forestry activities had o be seen in a4 bBroader
development perspective. This resulted in the Nucag PFaksane
fogional Development Study, which was carried out in 1981 by
Lao staff assisted Dy an external specialist on rural develop~
ment .

This study demonatrated the isportance of shifting cul-
tivation, Mo less than 1/) of the staple food requirements
were sacisfied through shifeting cultivation and nearly /4 of
all farsers practice this cultivation method, A sicw Lacrease
in agricultursl productivity and limited avallabllicy of addi-
tional wet field paddy land has lead to an incroasing reliance
on shifting cultivation. Im mamy areas the pressure on land
has rosulted in unacceptably short faliow periods with sericus
loss in soll fertilivy, severe weod problems and falling re-
turm to labour as A cossegquence.

It is often said, today, that the local population sen~
erally iock uponm the state forestry enterprises as their ene-
mies. The reason is, of oourse, that the enterprises seek to
prevent the population from exercising their age-cld traditiom
af shifting cultivation.

The land use conflict is & fact in the area, and this
conflict will increase over time. The astudy concludes that
forostry activities can hardly bdecome successful usless the
conflict can be solved. This cosclusion is presently shared by
all concerned a3 wvas manifested in a seminar on shifting cul-
tivation held in Vientliasne in December 1384.

™e Laotian Government has, however, not put forward a
oonaTete pPIOPosAl, on how Lo come %O Qrips with the probles of
shifsing cultivation, as requested Dby SIDA. It is not clear
what this lack of initiative means., It may be that responsi-
bility for the intended Mucng Pakssce Rural Development
Project was given to the Forestry Departsent, and that this
deparsaens for understandabdle ceascas feels somevhat at & loss
to ccpe with a multi-sectoral development programme. As the
project has now been moved from the Forestry Department to the
new Borihamsai Province, the situation is likely to change for
the better.
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A reaicnal development project should Se implemeated DYy
the District Authority., as propesed in the astudy mentiomed
above, and supervised by an organization with multisectoral
funcrions, preferably e FPlanaing Deopartment, At the
Provincial level, Multidisciplimary research and development
work ce shifeing cultivation could prove to be of good use in
such a projest.

SILVICULTURX

The presens sate of deforesctatlion in Laos has Sean esti-
Pated to be anywhere from 100 to 200 GO0 na per amnum, malnly
due to shifting cultivation, alse called slash-and-durn cultis
vatiom. This deforestatics is serious, not caly Dbecsuse it
seans & loss of forost rescurces, but also because it asang
other things adversely affects the Nekong river Dasin.
snifeing cultivation, particularly in the mountalnous perts of
the country leads o ercosion of conslderable magoituce,

To ocountesr this defcorestation large scale reafforesta-
400 48 Pecessaty. 1f the entize ATOA was to e replanted. the
national targes for plantisg would Do enormous. Even i€ ealy
10 % of the atea 1s replanted, & naticnal plantisg target of
10 000 ha per annum is reguired.

Acording to the plans for SFE 1 and SFE ), plantations
should be estadblished at An i1ncroasing rate, Syt this has not
developed as fast as planned. This can be explained Oy the
fact that PANAGANG the plantations LS much more Ladous-conmsus-
ing than actually planting the trees. It is difficult to as-
taclish plantations where the troes will survive. It is also
wnderstandable that 4 Government i3 sosewhat reluctant £& ia-
VEST im undesrtakings wnich do not give s return umtil perhaps
70 yeoars have passed.

The establishoent of plantaticns in Laocs is coften seen
by the Laotians moce A8 4 principle and moral cbiigatics than
a mecessity in the shost run. Selective cutting of the type
utilized may impoverish the forests but leass = 50 environ-
sental disfunction, provided that such cutting is not followed
py shifting cultivetion, fire or something similar,

If No TOYeneraAtion MOASUrCS Are taken, shorTage of use-
ful wood will occur Ln due course. The principle of sustained
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yielid forestry should therefore be the guiding zule. The
choice of species is importamt, The type of species o iook
fOr is probably a specles which yilelds timber in 20«)0 years
tize. A species like Mangielia which requires comparatively
iittle weeding could have advantages. Melia species could be
AnDOTRer possibility, These is no reason zo plant fast-growing
species like, 0.9. Eucalyptus, #3 the wood of these species is
ROt in demand.

The policy for expleoitation and matural regenesation of
the patural forosts should be Dester deveioped. One isproves
ment that could be made is t0 leave a certals nusser of seed
treen after exploitation.

it 15 als0o necessary to gain knowledge ADOUL feguUseTA~
tion from corresponding climate zomes in other countries. and
0 stazit Tesearch activities in lLads issediately. It should be
An urgesat task for SIDA to support such sctivities.

FORESTRY ASSETS

FASLO to all forestry management 18 knowledge of the as«
sets of the forests. T™his knowledge seoms t0 have Deen very
limited when SIDA decided to support the forestry sector in
LA08. A Very urgest task at the peginnlsg would nave been a
ATIONGET SUPPOIT CO the WOrk of inventory. Support to this ace
TiVICY has Deen too weak, with the result that knowledge about
the forest assets, and the distributiom of species, is still
very iimited. This nhas lead %0 & situatios whese SIDA in the
Seginning rather than risk making poor iavestsests Secause of
lack of knowledge chose to teject some poOSSLblYy wosthwhile
ideas for projects.

it 15 ismportant that knowledge of forost assets is
gained and it is reascaable therefore that SIDA now inctreases
L5 NuUppOrt and that more attention be given 0 =his =atter,
although SI3DA has alroady made scubatantial efforts in the
past .,

SIDA'S INVOLVEMENT IN THE LAND USE CONFLICT

As cutiined above, shifting cultivation is one of the
moat crucial development Lissues in Laos. Imvolvesent in the
forestiy sector, by definition, means an involvement with this
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development isswe. Both the Tha Bok and the Muong MaL projects
nave direct and daily experience of the land use coafllict,
which is one aspect of shifting cultivation. In fact, both
Project managements now maintain that shifting cultivation is
sheir most werious probles. The conolusion is isescapadle:
that the long-tezm success of the foreatry activities will ce-
pend upon Success Ln resolving the lamd use conflict.

Even though Lao officials like to say that “...5IDA has
heiped us stop the slash-and-burning in Laos...", the shee:
magnivude of the destruction caused Dy shifting cultivatica
today, tells ws that SIDA‘s contribution here has Deen rather
modest, SIDA, A% & partner in development with Laocs, has never
stated that the abolition of shifting cultivatioa i3 an impor«
tant objective of the fozestry prograsme and obviously cannct,
thorefore, be held responsible for the falluce to halt siash-
And-DUIniIng practices.

Nevertheless S:IDA, a8 a significant partner in the pro-
gramme to develop forestry expioitation 48 well as the
foreatry industry in Lece, will in practice Do Implicatec au-
romatically. Whether Lt Ls falr or mot, 1t is Snavoldadle that
SIDA's participation in the forestry programme for & prolonged
pericd will be asscciated in the eyes of cotslde observers
with the responeibiiicy for mamaging the foreetry rescusces of
LAOE in A u‘po:uul. vay.

It scems roalistic to think therefore that SIDA will not
b able 0 escape this guestics in the future, Im fact, eech
YOAr that passes It would sees thAt eXpectations increase tBat
SI0A will, of course together with the laotian Qavernment, ex-
plicitly assune somo kind of responsibility and undertake some
xind of Anitiative in this area.

Many moze forceful initiatives must De launched Ia order
to drastically reduce the amount of cultivatics by slash-and-
purning. These initiatives isvolve Doth the government and its
patrtner in development, SIDA. This evaluation misalon regards
LT as necessary for SIDA to actively follow up the guestion of
shifzing cultivaticn and also O consider now projects or pro-
grasmes which are able to deal wvith the problem. The conciu-
sicn of the reglonal study meotioned Above waAS that such inli-
tiatives would fave o be in the general field of rural and
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agricultural cevelopment rather thas in the forestry sectes

ARG TRAE the approach would have to Do Yery sensitive.

TARGET GROUPF CONSIDERATIONS
Target group considerations were neves an issue for SIDA

when the foreatry projects were designed. Since Llncomes Lin
Laca are supposedly very evenly distributed as & reguls of
government policies, 5iDAs equity oblective as stated 0.9, AN
the Strategy for Rural Develcpment is met. Therefore it was
fegarded acceptadle 20 suPpart & production oriested aStivity

)

Which could goenerate forelgn exchange to the country.

Do they Seiong 10 SIDA Y terpet prowp”
Mhaco. M ”ﬂ:“\'lc‘-' SIDA Nidordss
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SECURITY FMROBLEMS

Throughous the history of the Muong Mal and Tha Bok pro-
jects security problems have Deem an issue. Increasingly SIDA
came to roalite that the projects, and in particular the Muoag
Mal project, were located im areas with considerable insur~
gency prodlems. Whereas the antigovernment guoerrillias have
pade a numbetr of Attacks on milizary and civilian targets over
the years, there were no indications, until 1981, that project
propesty or project perscanel had been the target. During 198)
A couple of incidents left mo doubt that the situatica had
changed, and in early 1934 (March] & sericus iacident at Meong
Mal with two people xilled, resulted in A declision TO withdraw
swedish personnel from the preject site, It has been decided
that umless the £itUAtLlOn CHANges expatriate preasence (o Tha
Bek should be continued.

It i hard to drav firm conclusions on the sigaificance
of the security probless on the performance of SFE |, and to a
lesser excenmt SFE ). Sabotage activities have resulted in a
loss of eguipment worth about SEXK 1-4 million. During certain
pericda inventory and loggimg activitios fave deen suspendad.
s 1984 the logged volume was reduced as =he guerrilla attack
An March resulted in a Joss &f transport capacity.

According to the Plan of Operation tho withdrawal of
Svedish personnel from SFE 1 in Mucog Mal was premsature.
However, the sucsess With WVhich the OPerations Bave oeen car-
ried on since thes =~ withouer sxpatrijtes - in MNoRg Mal sug-
gusts that the advantage of a transfer of all the responsibils
ity an the hands of local staff has greatly cutweighed the ad-
vantages of expatriate advice.
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For the Muong Mal Training Centre, however, the decision
Dot to poat Swedish persconel in Mucng Mal has created consid-
eradle short-term prodlems. It wvas expected that expatriate
staff would be provided for the Training Centre for a numbes
of years, until qualified lactian ingtructors were trained.

What appeared i1nitially to be disastrous for the Cenmtre
may. nevertheleas, prove %o be a blessing in disguise. To ad-
just to the nev situation Swedish assistance is now provided
for an expanded and more coocerted effort to train Laotian
teachers. Eventoally this will result in a more rapid take-
over of the responsidility for the Centre.

The March 1984 incident sade it clear that the lives of
Swedish staff were at stake. Apart from the tragedy the loas
of life would have caused, the Teporcussicns in Sweden on the
attitude to development assistance to Lacs would Rave Deen
strong. Im retrospect it is highly Questicsmable Lf the expa-
LriAte presence in Mucng Mal wvas important enough to Jussify
caking any risks. These might have affected the entire aid
programee in terms of orientatiom, etc.

THE QUESTION OF PORCED LADOUR

Towiasds the ond of 1942 sceme Svedish Journalists visite-
ing Scuth Last Asian forestry projects, hinted in the Swedish
sedia at the possible existence of forced labour in Laos.
Without citing any particular evidence they claimed that indi-
cations suggosted that forced Jlabour was being used in the
SIDA-supported fozestry programse in Vietnas., They further
concluded that since Vietnam and Laos are characterizec By the
same economic-political i1deology. there were roascns %O expect
fozrced Labour to Do used in Laos as well.

At the time the present report wvas written, a SIDA-ini~
ciated report on labour productivity in the forestry progranmme
in Vietnam showed that forced labour was being used there.'

The experience in Vietnam shows chat firm evidence on
such an intricate issue can caly be obdtained through a careful

¢ "gscilo-Economic Study of Factors Infivencing Labour
Productivity in the Forestry Component of the Vinh Phu Mip
and Paper Mill Project in Vietnam™ by Larsson, Katariea and
Birgegdrd, Lars-Erik




I8 SOCIOECONOMIC ASPECTS

field study. No such study Rhas Seen made or is planned for the
forestry programme i1n Laos. This means that SIDA can bazdly
meke a4 conclusive statesent on the conditlions for thw labour
force in the two forestry projocts.,

% A8 A fact that a large numdes of the workers are for-
Ber prisoners-cf-war and it 1s roasonable to assuse that moat
of them did not choose to 90 to Muong Mai voluntarily. It was
probably true that these workets were not germitted to leave
the canp for a period., However, the following roasons suggest
that the situation in Laos Lis distimetly different from the
SiTuUATIONn in Vietnas and that forced labour is not Deing wsed.

Throughout the life~time of the projects Swedish consgls
tant staff have continuously worked side Dy side with all cas-
egories of Laotian staff iecluding workers. The workers in
these projects live in two contres, where the livisg guarterss
¢f the expatriate staff have bSeen located as well.

Quite a number of the laotian staff, imcludimg workers,
Know a foreign language and have Seen able to communicate wish
the expatriates. This has given the expatriate staff a very
F00d 1nsight into the conditioms of the workers. It is their
unanimous opinicn that forced labour 1s not beling used.

The project sanagements have shows considerable concern
for their workers. Proposals for improved housing, educasiosal
and medical facilities, prevision of water and electricity,
etC. have aften been 8o far-reaching that SI0A Bas found it
DOCCSSALY 10 De mOre testrictive,

he majority of the workers have their fasilies living
with thes in Tha Bok and Mucng Mai.

The labour force of each of the two enterprises has been
reduced by more than 1/) over the yeats, 1.e0. workers have
been permitted o leoave.

Forestry technicians who had been posted to Mucay Mal on
their return from training abroad, have sisply Quit and re-
tusrned to Vientiane (with no penalty) because they did noe
like the remoteness of the project.

Former civil servants from the deposed regime, who have
undergome te~education in camps for several Years, holid senior
positions in both enterprises,
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i85 notably cCifferent fzom what vas fousd Lo fecnar, Indeed
the Lndications Are thar the Laotian JOVernment prefers D
FALESL SOLL APDICACE O the tecrultment of labou:

VOrgers probably stay in Muong Mal by cholce.

9
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BUREAUCRACY AND ADMINISTRATIVE CONSTRAINTS

t™he Tha Bok project and the Muang Mal project are isple-
mented by two state enterprises, SFE J and SFE 1. These state
enterprises cperate in A highly complex, eolaborate and rathers
inefficient administrative setting, which Ras hampored
progress inm different ways. One xey problem has Soen the leck
of managerial autcoaomy. The projects coperate under ules,
vhich may De oaly a moderate prodlem o administrative depart-
ments in the Government structure, but which are highly Lnap~
propriate for a diversified Susinesslike cperaticn. A particu~
iar problem has been the demand (from central suthorities) for
advance detailed planning of expenditures, and the very cum-
Seorsome and siow procedure for the release of funds and for
procurenent .

™e financial control of the project managesent has boen
Srought to the point where the management i1s permitted to op-
erate only A very limited petty cash account. The replenish-
ment Of this fund is not automatic either.

Of more profound concern is perhaps that prevailisg, ade
ministrative, prices are unlikely to make 1t possible To sus-
tAln the ocperations fzom sales sevenue. Fuzthermcse. SCCEsSs =IO
local and particularly to foreign exchange funds for replace~
sent investments does not follow automatically. This is so,
even if regular payments have been made to the depreciation
fusd.

The creatica of state entezpsrises is & new venture in
408, and it Is probably falir To say that puch resains to be
donwe until administrative systems are developed that strike a
balance between the demands for central control an the one
hand and operational efficlency on the other. It is also prob-
AbLly fair to say that the present system 1is in a state of
ISX. SC many eoxempsions and deviations are made from the
sules, that 1t is often difficuilt to tell what the actual
rules are.
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SIDA started SUppOrting the two state enterprises with
very iistle knowledge of the rules and of the administrative
systems under which the projects were to cperate. This igmo-
rance caused unNDECeSSALY impatience with the slov progress,
and 1t made SIDA underestimate the problems which the project
panagements wore facing. SIDA was notably frustrated 5y met
knowing and not understanding the adeinistrative aystems in
the Government and By the coatinuous need Lo recomsider what
vas thought %o 0o an establlsbed fact. The SIDA files contain
A series of diffezent statesents on what the depreciaticn
rules are, wihat the rules for procurement are, what the tules
for relecase of funds are, eozc,

At CEItain points volices were ralsed withim SIDA sug-
gesting that the bureaucratic systes was 50 complex that it
wAS Qquesticonadble if it was peaningful even O AtTempt O as-
sist state entorprises. The counter=-asgusents offered were
that the state entesprises are expected to play a key role in
Lacs. Therefore, Lt was Leportant to assist the country o de-
velop such enterprises and to assist in developing saystess for
control and management, which could make them efficient.

In recrospect it I8 surprising that SIDA ook so little
BOLLCe Of the managerial aspects of the projects. At the tise
the SUPPOr:t Demorandus VAR written for phase [ of the Miong
Mai project, no-cne at SIDA could adequately Sescribe the or-
ganizational structure of SFE 1, let alcne describe the rela-
ticashlp between the enterprise and the resat of the Jovernment
structure.

This set of problems 13 not unique to SIDA's cperations
tn Laos, but rather indicate that & different strategy 1is
called for: A conclusion wWe cAn make I8 that i each new coun-
try 1t L necessary %o work steadily towards a knowledge of
lecal and naticsal conditions. This can Do dooe DY starting
with small projects and only 9radually moving on to bigger
cnes.

Due t0 the adainistrative asbortcomings in the Llaotian
systenm 3¢ prebloms encountered in SFE 1 and SFE ) can Be said
o depond largely on factors cutside the control of the enter-
prises. from these experiences Lt 15 TOMPTING to come to the
conclusian that SIDA should aveid going Lnto projects which




4: THE ADMINISTRATIVE ENVIRONMENT

Ate® Nighly dependant oa tHo SUITOUDELING BureaucIatic systes.
But the prosent misslon abstains from drawing such A conoliu-
sion. In otder T0 40 that many mOre ASPOCtS regarding the po-
iitical and economical development of the counsry would have
T0 D0 considered than the onas included ia this evaluation,

Tha SIDA-supported pIrajects Bave encountered atfficuls
ties due o the Ppricing system, salary syatesm, >ullding norms,
purchase procedures, JocCLSion-mAKIng pProcesses, pPiANNANG SVS-
TOm, export rules, Danking systems eto.

A problem in Lacs that can be pentioned 18 tHis context
LS that masy facts and clirousstances of the economy and adsin-
ASTIAtiON AYe Kept secret., This makes it difficult for » domor
0 engage in a dislogue or glve fisancial sspport in cases
wieie he Goesn’'t realiy kmow how the society 18 functisaing.

MANIPULATION OF THE SYSTEM

ALl project directors i Lacs face administrative and
DUZeAUCTATLIC problems and, TO Varying degrees. all of thes ey
o find shor-cuts by circumventing the systes. For instance.
SEIVices and material are frogquently bartered through as im-
porzant and well developed inforsal organizational net-work
based on kRinship and friendship. SFE ! and SIE ) have often
Skilifully circusvented the system in different ways and SIDA
hax Deoen manipulated o facilitate =this, parcicularcly oy
SFE 1.

With reference tc the common objective of speedy imple-
montation Of the project, SIDA vas graduaily encoursged by the
manAQement Of the projects and oy the Lao/Svwedish Cosmitton to
shoulder respoosibility for contrel and also for procusrement
of material, eguipment, eotc. This lialson with the financier
Save the project directors «od their superior, =he Chalrsan of
the L/S Committee, (in his dual capacity as vieeminister in
Charge of the projects and Chairman of the Commitree!, conside
erable pover within the Lao Govermnment. This mAY AT Timos have
made it possible for them to ignore established soutires for
the release of funds, allocation and release of foreiygm ex-
change and for procusement. but 1t alse created conflices
within the Governmsent.
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™The videspread attompss te circusmvent or “90 arouncd™ the
systex, which SIDA Dy implication San o€ Said TO have encour«
aged in SFE ! and SFE 3, may bave a numder of questionadle
long=torm effects.

Firsrly, the circumvention of OJovermment rules =ay take
off the pressure £02 MAKLINg the Changes NOCESSALrY O increase
lomg=term efficiency in the eoxisting system. In the worst
cates, oven more eclaborate rules may Appear necessary o pre-
ven: abuse. The malpractices, ‘efficlent’ though they may Be,
certainly do not facilitate the task of techaocrats in coa-
vineing political decision-makers of the need for the lideral-
Lzarion and de-regularization, which project directors would
iike to see.

Secondly. as credit is often given to those project ai-
[OCtors Wi cas point 1o physioml progress, abuse of the sys-
ten tends to be rewarded.,

Thirdly, an unhealthiy attitude is fostered whezein the
DUTCAUCTATIC AYStan is seen as something more of less hopeless
of 4t least a5 a4 major hindrance. It is then possible that
such attitudes will splll owver 1nto the political Rystena as
well.

Iz is, of course, possible o present counterargumsents
to the above reascaing. It 18 mot unlikely that the pressure
put on the system by SFE | will Bring about bhealthy chamges in
the buredascratic system In the long rwn. It s mot oertain
that these changes can take place Lf everytding @oes the
“normal”™ way.

However, cte must De aware that it mpay Be more ilmpor-
tant, An the long run, TO COmtribute to the development of an
efficlent Jovernpens Suseaucracy and to the formulation of
Government policies wvhich effectively promote growth and so-
clal welfare objectives, than it is 20 achieve the project
productica targets at hand. Project suppart can be used an A
seans to achieve the former as long as these overriding com-
siderations are kept in mind during project Gesign and project
inplemsentation., This means that, with rare exceptions, sncon-
yentional arransesents 0 increase project efficiency should
Ot be rescrted to.

RN SOOI
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CO-OFERATION NETVEEN ENTERPRISES

Anothe: weakness in the Lactian system is that individe
ual enterprises have a tendency 20 be self-sufficient. This
has Deen a source of continual conflicet between SIDA and the
different projects.

EACH enterprise seems tO De wanting to invest in Lits own
machines which may be neoded for oaly a shore pericd in the
year and walch remain idle most of the time. In many cases, it
woulc seem more efficient to establish 4 ceatral pool from
which the required machines could be borrowed wvhes needod.

This fact has been pointed oyt by SIDA long ago, but it
has not changed for the better so far.

The commen lack of oco-oparation Deswveen differens
Lactian enterprises is, of course, cocatly for the oountry and
theredy reduces the value of Swedish support. It 5as also de-
layed activities in the cases where SIDA has Seen waiting for
AN Agreemant for co-operation Defore taking decisicns about
funding.

FROCUREMENT OF PRIVATE SENVICES AND CONTRACTING OF PRIVATE
LADOUR

Much economic activity and new initiatives are, at pre~
Sent, hampered Dy the restrictions imposed on the state
forestIy enterprise when it comes o CORTIacting secrvices and
labour. There Ls no Yestriction on CONLracting services fros
private {fimms nOr any restrictions oo Riring additional
labour, as long as no parastatal can supply the se:zvice in
questica. The prectical restrictics is in the fact shat the
StATe enterprises Bave no Cash money to pay for the services.
wWhen dealing with other parastatal bodles, paAyments are always
made by money orders through the state bank. Nos unnaturally.
Private parties do not accept these money orders, sisnce one
SOMOTLIMOSE NAS 0 wait for a very long tise before they can be
coaverted to actual cash.

This lack of cash has hitherto prevented State Forest:y
Enterprise No. 31 from contracting the services of elephants,
even though SFE 3 bhas found that their use of elephants, in-
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atoad of or as 4 complement to skidders wouild de very prof-
itable.”

For both SFE i and SrE 3, this restrictiom of cash also
seema %o prevent them from soasomally hiring addictional labour
for tending plantatioos.

The present reles today Are 80 unclear, that the ability
of A state entesprise to ralse and retain its Own cash income
sevms to depend, to a large degree, on the perscmalities in-
volved, FOr ANSTtANCS., 4 manager possessing some kind of lever-
age can sell Rism product on the Open Pprivate mazket and
theredy retailn the cash earnings, which can thea be freely
used by his firm %o comtract labour and %20 purchase other ser-
vices and inputs,

Exercising such leverage may :in itself sometises De
narmful to the eSonomy. In One Case the manager of a state en~
terprise seems to have been holding onto large stocks of loge
of abous 15 000 =) and holding back deliveries to & sawmil)
just in order to retaim the loeverage that this stock of logs
gives hinm,

T™he present evaluation mission is of the cpinica that
the entire question of procurement rules, disDursemonts rou-
tines as well as the guesticn of prices suat be looked Lnto in
order to provide the managers of sState eNterprises with wore~
ing conditions which are condecive to raticnal decisions lead-
iNG tO ecConomic growth.

cording to iaformation given o the mission there are
discussicas usder wvay in the governsent oa how to Bring about
reform in this aroa, and that zeforma will scon De made.
Expeorienced ocbservers, however, 8tate that such Siscussions
have been Qoing on for years with hardly anythisg concrete
ever coming cut of them.

USE OF SHADON PRICES

shadow prices ate used in soclal cost/benefit analysis
vhHen mArket imperfections have sade prevaliing prices inappro-
priace indicators of social gains and losses. In & soclaliast
econcmy the relevance of using shadow prices, which are sup-

Accotrding to recent informaticn from Laos SFE ) has
pow taken Sver the elephants eariier used by SFE 1.
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POSEC 10 eXpross consumer willingness %o pay in & hypothetical
free market, i3 not without problems. Administravive prices in
SUCh an economy have replaced prices determined by market
forces. In primciple, At least the adminmistrative prices can
9 %ot to reflect Icentrally ceteorziced) considerations of
‘soclal value', which can differ from conswser willingoess 2o
PAY. TO question the adeinistrative prices and ¢ suggost
Shadow prices then becomes a (political) matter of proposing
what the consumers’' right to infiuence price formation should
te.

In Lace, adminiatrative prices are sot for a whole range
¢! <cemodities and services. Nowever, from the way these
prices are set it is hard to conclude that thay reflect cone
siderations of ‘socilal value'. Quite cbvicusly this 1s mnot the
Case for foreign exchange, as the present exchanoe TaAte e«
tlecting a much cvervalued loccal currency would mean that all
ARPOTES AcTOSS the Doard were favoused, on the bDasis of a so-
cial valoe argument.

In the forestry projects the mOat Limportant price which
would have to be guestioned is the forelgn exchange rate.
Cespite the possible dogdbes about shadow pricing 1m soclalist
CCONOmies given above, there seems 0 Do A4 very strong case
for a shadow price oo foreign exchange, when the eccnomic of-
ficlency of the forestty projects is discussed. Pusthermore.
A% is reasonadble to gQuestion the domestic adainistrative
prices on logs and sawve timber.

The fact that the lotal currency has been grossly owvers
valued throughout the life time of the projects bas tesulted
ifi 4 SYSTEmACLC error favouring imports rather than the use of
local resources. Although few calculacions have preceded in-
vesthent decisions, the Sias has been clear. At the project
JeVel A0COaE tO gemerous extersal financing. which meant that
forelgn currency was more plentiful thas local soney, made lo-
cal purchases more “expensive” than impores. It is sossible.
that 1f shadow prices had Seen used, locally produced woed
tather than imported cement would have been used in most of
the construction wark in Muong Mal. Likewise cestals eloments
of the road conatruction work would probably Bave Deen casried
Out by more labour-intensive methods. Furthersore, treefellins
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may weil have been done with nand saws and skidding wisth ole~
phants vather than meochanical skidders. As 4lscusaed be Low
elephants seom te Do considerably cheaper than skidders unsSer
Lactian conditions.

The use of shadow prices has conmseguences for the julge~
ment of the economio eofficiency of the projects as ahown in &
sost/benefis analysis of the second phase of the Meong Mal
project. One of the maln conciusicns drawm Ln the repost LS
that large-scale export sales are imperative, in ordetr 50 Juse-
ity she Prolects ON eConNemic grounds. Any reascnadble assusp-
rion regarding she proper value of the shadow prioe to foreign
exchange, leads to this conclusion.

Geseyally speaking, snalyses of economic afficiency bave
nardly played a major role in the design and in the decision~
making of the projects. Shadow pricing nas been used in two
cost/benefit analysis of SFE 1, the last analysis eventeally
leading SIDA =0 make imcreased axport sales a conditicn for
the release of funds,

the lack of interest in ecomomic analyses, and particu-
larly the indifference to the question of shadow prices, =¥
the Lace Gevernmentz, Ls partly explained by the fact that
nardly any official. with trainisg o understand the measning
of the concepts, has boan invelved in project preparations,

SIDA'S own attitude to analyses of econcmic efficiency
paAve Deen rather Asbiguous. WNOTOAS twe Analyses of SFE 1 were
carried out, there has mot Yot Deoen cze dome for SFE 3.

The SATUATLOR With respect to SFE | was cthac SIDA feit
obliged to suppozt this project after having contributed o
the same Activities thrcugh ispost support, theredy contribute
ing to & generally chaotic situationm in the opinica of some
pecpleo. 50 there was 4t that ctime never any guestions of con-
diTioning future PIOJECT SUPPOTEt ONf 4 SLILCT €CONOMIC analysis
being porfarmed.

Recently, it has been reported that SIDA has now decided
o ask for & full eccecwic analysis to De performed on SIE ).
Mcoording o plans, the stedy would subsequently be presented
and discussed 1o 4 sominAr Witk the Laotian authorities.
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CHOICE OF TECENOLOGY

The technology chesen in the programse Ls of the Lype
commsonly wsed in logging by coemercial enterprises 4ll ove:s
the tropical world. From the technical poist of view cerrais
operaticons cculd be dome with moze simple oguipsent. Ffor eco-
RORIC TeASONS Lt mAY, however, sometimes Se hard o candine
simple technology with expensive modern equigment. Also it may
AT Cimes 30 difficuit to use simple technigues in tropical
logoing when the logs are ve:zy heavy.

For psyonological reasons it may be difficult to Lntros
Juce the use of handsaws ONCe 1t 18 known that PoOwesr Saws ex-
i85, Neovertheless, it is reported that Laotian wvorkers are
Prepared to 9O back to handsaws. One incentive would be to in-
troduce a plece rate system.

if parts of Thailansd & singler technology than in Lacs
i% Used. It i3 Dased om old rebuilt trucks free the 1940s.
However, 1t is often irpossible ¢ start a rew enterprise at
this technological level, since the equipment is sizply o0
longer available.

In Lacs, eleghants and hRandsaws have Deen reintroduced
lately in order to try 4 more simple technique. These trials
See® 'O WOrIk very well. SFE 1 18 e.9. today ready to change to
simpler and cheaper technology.

BQUIPHENT SPECIFICATIONS

Specifications of egquipment oftes caused problema in the
first phase of the projects. Some of the specifications were
wIONg which led to difficulties that were probably underestl~
mated DYy all parcies, It has come to the mission‘s attenticn
that the specifications were often made by amateurs.

It 318 not alvays the case that the Swedish advisors keow
WhAT specification is the most appropriate. They may know the
bast techmology and economy but they do not always appreciate
all the demands posed by the particular scQlety. Often foreign
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consultants vere contracted although adequate technical exper-
tise wvas available locally in Vientiane,

At the beginning of the two forestry projects, Lack of
equipment and bulldings were sometimes i1dentified as A main
chatacle o development, WALOh load TS scoe uUnOeCessATY pur-
chases and investments. AS time Qoes on, it becomes more cSlear
that iavestsest in husan resources and organization msay be
more important than imvestment in sachines and bulldings.

THE USE OF ELEPHANTS INSTEAD OF SEIDDERS IN LOGGING

It has been generally agreed that the use of eolephants
in hauling 1o9s in tropical forests is quite efficient and re-
iiable. Elephants are able %0 work in the rainy season, during
which time skidders cannot be used. Their food is found lo-
cally, they can work In steeper tarrain and reporvedly they
are able to work up to 150 days a year. By contrast, skidders
frequently bresk down. Either they run out of fuel and mo
spare fuel L& avalladle on the site at the time, or spare
Parts are missing.

It is thus beyond dcube that from a technical peint of
viev, elephants are a completely acceptable alternative to im-
ported capital-intensive equipment, #0 called askidders.

Wo also reod to coasider the paycho-cultural aspects of
wsing elephants instead of machinery. Are they acceptable from
a cultural point of view? The answet in Laos s clearly yes.
For centuries, slephbants Bave boen used in hauling timber and
in other forestry works In neighbouring countries such as
Burma, Thalland and India.

It then remaina to determine the economics of the choice
of elephants versus skidders,

T™he price of a skidder is currently between 50 000-
140 000 USD, Since it camnot be used during the rainy season
and since it fregquently meeds to be serviced, the practical
vork-year of a skidder in Lacs is estimated on the average to
pe 100 days, during which time each skidder cam haul about
5 000 m) of io9s. A skidder Ls depreclated over five years.
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The average ccat of repairing and maintalning & skidder Suring
its lifetime has Deen caloulated to be about 15 000 USD a

Year.
A skidder needs J-) POrIOnS A CPOTATtOTS COSting about

GSD 2 000 & year ocach, including the cost of training them

aAbroad. It consumes about J0 litres of diesel fuel am howur.
With those figures ve got the following costs:

Invesinon: cost

100 000 USD over five years which equals 20 000 USD per
yoar.

Cost of repaifing and maintenanoe

45 00D USD a year.

funzang costs
Diesel fuel, 30 litres x ¢ nours x 100 cays x 0.) USD
por litre which egquals USD 3 &600.

cpezatoss

3 x 2 000 USD which equals & 000 USD annually.

$G the cotal yearly coet of » skidder is 20 000 dollare
» 15 000 dellazs = 3 600 dollars = 6 000 dcllazs vhich sakes a
total of 44 600 USD. S:iance the tetal yYearly capecity <f a
scidder nas been found t0 De adout 5 000 cudic meters 1t fol-
lows that it <Costs 4§ 600 divided oy 5 000 egqual to adout USD
9.90 for esch cublo meter of log hauled by a skidder.

An elephant costs 350 kips per cubic meter Iogged
(february 1985), This is the rate that the forestiry enterprise
Bas 10 pAY 10 t2e owmwt of the elephant. That price includes
all running COStS, malntenance and ropalrs, as well as the in-
vestaent <osts asscciated with the services of an elophant.
Fach elephant can haul, on the average, adbout 10 m) per day.
Since they usually work about 350 days pes yoar, each elephant
can haul up to 1.500 m3 per yoar, This should be compared to




the yearly practical capacity of a skidder, which in Lace cas
Doan found O Do on the average 3 000 ml.

if wve cranaform 350 kip ac the DBlack marxe: exchanges
rate of 250 kxips per dollar, which is the one currently used
for economic calculations, we find that with the consesvative
Assumptions made above the <ost of hauling timber with the
skidder becomes 6+7 times =ore expensive thanm wsing an ele-
phant (% dollar compared to 1.4 USD).

MAINTENANCE

Maintenance of the equipment suppliied by SIDA has been
under continuous discussion in Laos. According to cte opinica
Lt Decame & treditiom during the war in Laocs of allowing
equipsent o deteriorate %20 the point of discarding it.

Coe common feature Iin all projects, in Lacs and else~
whesre, is the concentration on bullding workshops. Usually no
preventive malntesance takes plece as long as the buildings
are unfinished. As bulldings are very often delayed. mainte-
pAnRCe ix postpomed and considerable dasage o the eguipment
cAS cotur.

At the Deginning of a project, maintenance should be
possible wvithout workshops beling in place, sirce the mainte-
nance work could well be performed Lin a simple shed,

Swedish ccasulting firms have shown limitations wvhen 1t
comes O assisting in the bullding of mational vorkshops., as
in the case of the woskshop at K= 14. It seens t0 be difficuls
fo3 them o adjust the Swedish malntenance system to mew and
different kinds of sdministrations.

The need for basic training has deen underestimated and
the in-service trainisag given Ras not bteen sdeguate. No large
Anvesteeonts are necded for this kind of training. Bducation of
this type was started in Muong Mai but it had 10 stop because
of the sedurity situation. At Ka 14 no attespts have been
made.

Attompts have Doon made tO reach agresments ADOUL Ca-cp=
eration in the field of maintenance and repalr between = 14
and SFE 1 and SFE J. These attempts bave, =0 far, mot been
successfcl.,
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CHAPTER & - PROSPECTS FOR FORESTRY EXPORTS

The Muong Mal project vas designed and initisted on the
ASsumption of extensive eXport sales. Generatics of foreligm
exchange was in fact & Key project objective, Lacs was In
great neod to ralse convertible foreignm exchange and it was &
declared policy tO try tTo increase oxport sales of foressrcy
products, which amounted to some )50 000 ) of POStly rounc
wood, pzlor o the Liberationa. At the tise the Muong Mal pro-
ject was prepared exports had falien to some 75 000 m',

Traditionally the Thai market had Deon the most Lmpor-
tant one. A limited market study ia Thailand undertaken as
part of the formulation of the Muoeg Mal project showed a
strong demand for round wood from LAce AR thelr domestic sup~
piies were insufficieat.

Fursherncre =he Lac/Thal political relations were
favourable and trade negotliaticas were thought of as encourag-
ing. Arong othar shings cid the Thais indicate their willing-
NG4S O open A AW trading point AT the Dorder town of
Paksane, provided Laocs could offer an anmual quantity of at
least 10 000 m? wood, As SPE ! wvas expected to produce 30 000
2! 1n a few years, this regquest soemed possible to meet.

Evensually 4 number of changes Socok Tiace, which =ade
eXPOrt marketing the most controversial and today perhaps toe
woakest aspect of the Muong Mai and Tha Bok projects. dNome of
these changes seoms o have been foreseen when the exXport tare
gots, which were accepted by SIDA., were set. Instead the
promising indications seationed above were very optimistically
interpreted, With 4 more realistio view of the export possi-
Pilities and sufficient planning by SIDA, the entire project
design might Bave beenm quite different.

The first and moat Lmportant Obetacle arose wvhas the Lao
Government changed its export and industrialization policy in
the forest xector. A ban was iIntroduced on the export of ume-
processed wood, L.e. round wood, and negotistions wvere initis
ated with the Asian Dovelopeant Bank O Cconatruct an export
sav-mill and removate and enlarge an existing plywood factory.
This factory came into operation in L9684,




Secondly. A change of Governsent in Thalland resulted in
rapidly deterlorating relations betwearn the twe Countrion sum-
pending indefinitely the icea Of opening a trading peinc for
wood at Paksane. Commerclal contacts wvere maintained, however,
ARG the desand for Lao timber oould still bDe satisfied through
trade via Vieatiame. Thlis would, however, invelwe long dis-
CARCE transpost from the Llogging arcas to SFE | ana SFE 3, no~
zably affecting their profitadility.

SIDA was sympathetic with the asbitios 20 develop a pro-
COARING LBOUSTIY AN the country. However, SIDA had a more cau-
Tions opinion on the case with which this could ¢ dome. The
ctstacies are many. Savm wood 1s a far more complex produce
than tound wood in terms of qQuality and specifications of di-
POnSionE Witk Rtrong And varying preferences Sy buyers om dife-
ferent markets. Tariff structures in moat countries including
Thailand are such that a very skilled and marxet adapred sav-
ANg is NeCcessary to yield an added value in processing. Other
processed products like plywood fate a4 very stiff competistion
on the vorld market. Quality demands are very high.

Laos has extraordinary difficulcies 2o avercome these
predliems, Ans thare are reasons to delieve thnat it will take
PARY Years Defore products acceptable on the worid swrket can
be produced. At present the plywood 13 sold o the Soviet
Union and cther east Piock countries. vhere deliveries are mot
subjected o strict guality demands. The socislist countries
accopt and purchase whatever qQuality is produced, and conse-
Questly Ne pressule La put on the Lac wood industry to develsp
better gquality products. Of course the prices paid by the cest
dleck correspond to the Lov qQuality of the merchandise.
Therefore, this export trade CAnnot Be 10943%0C AR A Teason-
Able substitute fOr eXpOITS TO TG wWes:.

Savn wood will become oven more of a problem to export
and it is unllkely that any qQuantities Can sustain Sranspost
CORtE TO eastern coumtries. would chey be interested buyers,
AL the exttemely low prices.

The expor: probdlem of today i8 compounded by the lack of
Avarenoss Dy managers of the Laotian forestry industry of e
vay world mazket prices functiom. This is a natural outcome of
working vith an sdainistrative price system such as that ap-
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plied in Lacs. The relationship between price and different
Quelitieos i» Quite different on the domesatis =arket than on
the iaternational sarket.

Exports can also be haspered by purely bureaucratic bot-
tienecks. It has been reported that large gQquantities of ex-
portadble logs have been rotting mway in the forests because
WO COMPOtiIng GOVernment oXpOrt agencies oculd not agree on
how to divide the work between thes,

The ispiications for the Meong Mai and Tha Bok projectas
aAre far-veaching., According to 4 cost/Denefit analysis of the
Macng Mal project the export sarketing problems have jeopar-
dized the economic viablility of the project. When gains and
losses are measured at shadow prices., the return om Invested
capital is nearly 2e:9. In the same analysis it is coocluded
that the project is umilikely to generate net foreign exchamge
earnings laccumulated) in 20+25 years uniess & redical change
At made in the Proposec marketing ssrategy.

$9ch a change will cetsainly Bave to take inte account
thet the sav-mill/plywood factory is there. The infant indus-
Ly atgument is a consideration Iin formulationg a pollicy, wnich
should aim at develcoping the capability o produce exportable
products at the lowest possible expense 0 the country. A
minlpun quantity to be prodeced at the factory which has to be
sufficient for cralinisng purpcdes, NhaS yet =0 Do cetermined.
Woocd which is not needed for this purpose should be exported
aAs round wood, preferably to Thailiand where roundwood is iIn
strong demand. SIDA and other doner agencies could be helpful
in providing assistance t0 achieve these cbjecsives.

The technical assistancoe On exXport marketing gliven by
SIDA is commendable, and the Nissice reccamasds that vhatever
SuUpPOrT posaible i3 Qiven o develop the contacts initlated by
SIDA between a Swedish plywood sanufacturer and the lac ply-
wood factory.

The evaluatice mission vas informed that refoims are ex-
pected, which will transfer the responsidility of wood export
marketing from the Laos Export and Import Soclety, under the
Ministry of Trade, to & nev sales organization for wood prod-
ucts under the Ninistry of Industry, Forestyy and Mandicrate.




As before marketing would fall cutside the respoasiblility of
the enterprises (like SFE 1 and 5FE 1

Even if this refor®m i3 mads it IS MOt Cclear to thae =mis
sioe how this wuld isprove the Projent SiLTUATION. AR ONG aAS
the pIoCesaing Sactary JANNOT PIroduce 9oXpostalie JGALLTIES
and as long as therce (s 4 bas on the export of roundwoog, the
PIORDION Wilie FEBALS

the Nisslce ronsiders the marketinsg predbless and thwe
fallure : WOVeITant to export a4 scbhatantlial portion of =5
DUTDUT 0 DO ARONY Tt BOST Serious olbstacies to the projects
INe PICIOCTS AIG 4 AUCCOsSs in terma Of ToeLlr paYSiCal achaeves
pents, Dut they can Do Qquesticned <&n the QqQrouncs O CONoM.
efficiency ThAS AClusion L8 POt unfortunate an A differens
eXDOET olicy would prodabl MEE LT POSBBLIDIe Apture the
™al market, where rouncwocos Ls in atrong desana Farasin,
vith such export MOt iA Processing capabilitly €an Se cevelr
D08 .

Round woiad ahould S cap YIod. accondng 1o the mduion . prviesedy

Fhorns Guvngr Nlycher




CHARTER 7 = SIDA'S CONCENNS AND OFTIONS

FINANCING LOCAL COSTS

In phase I cf =he Mucng Mai project the guesticn of fi-
nancing of local costs arcse. S¥T 1| bad hardly any revesus
Guring the initial pezicd, and the financial contribution froe
the Central dovernment budooet was entirely L(asdeguate. Profect
saplementation threatensd 2o grind o & halt.

In Chis sitcation SIDA agreed to fimance an Increasiss
share of local costs in addition to foreilgn costs. At one
point SI0A financed nearly 100 per cent of the total protescs
SOSte. In declding 0 finance local coat items, S$IDA had no
policy As a guideline. Questions such as hov much? for how
0057 whioh Cost Ltems? etc., Rad 0 Do answered L= an ad hoc
Banner with Clroumstantial and unclear criteria.

N0 mALN Argusent leading SIDA o agree to the finsncisw
Cf local costs was the budge: difficulties experienced oy the
Lad Covernment., It vas argued that oow could mos exXpect: he
dover=ment to D@ able ©0 raise and o allocate sufficiant
SUunds O the project. This LE & QUesticnable argumeat. SIDA's
GeClBion 0 finance InCcal Qosts 4in the Xuong Mal project vas,
NOWEVET, SIMPLY A8 ACSCUSTING eXOICLSe AS nO additional funds
wole mace availladle =0 Leos. It was windcw dressing., in the
PONSY tHAYL [OTeign axXChARGO WAS COnNYerted 1nts ‘oAl currency
vithout farmal decisions from cthe dcror AJENCY. The carmack:ng
Of & certain porticn of che country's ald to the project did
fOt, therefore, infrease *He Govermment's fisancial SAPACLLY
in tetma of loCal curreacy. The Government nad still o
reallocate ilocal funds from its central oudget or through the
State Banking system 0 the project. The chief! effect of
SIDA'S decisicn was w0 give the Lao GOVOImmont A% asouns of
foreign exchan for which it wvas not accountadle.

It may Do pointed out here that this Froblem alwvays
Arises vhen SIDA pays local costs. 1f SIDA does not pay local
COSEA tRe rosult may cften be too high a technology and 00
meSh dependence on import. Payment of local costs gives S04
he possidbiiity to iafluence the design of 4 “local™ project.



SIDA'S CONCERNS 59

It can also be a4 way 0 help the Governmen: to finance &
reeded priocity.

When SFE 1 eventually started to generate revenue, 4 nev
problem arose. A state enterprise is expected to make cash de-
preciation payments to & fund in the Troasury. As SFE 1 nad a
rather isprossive stock of assets on vhich depreciation 5ad to
Be pald, these obligations weie considerable. The financial
deoficit was xubstantial despite the revenue, and SIDA was te-
quested ta <cover local costs. Eventually SIDA ended up covers
Aing operating costs, while At the same time revenue vas used
L0 make depreciation payments. This was Bardly acsceptable as
one would expect that revenue cught first to be used %0 cover
aperating costs.

A Ccoumtez-argusant here is that it may nor alwvays De
Mise to Introduce specific ad hot ules for the specific
vishes of conors. It takes time to change "“wrong™ rules in the
wvihole administration.

The Jack of a clear policy on fimancing of leocal 2ost
COmponents resulted Ia » hoo <ocislions as outlised above. In
Tetrospect the merit of thase decisions is open to guestion.

MONITORING OF PROJECT PERFORMANCE

A toview of the SIDA suppocted foTestIy Projects nas
been cndersacen twice A year. T™hese have largely ceasisted of
A DUdSetATY Teview, [(epOrts of the Activities that nave taken
place and plass and bodgets for activities to De usdestakes
QUILINnG a coming period. As LIn the case of many other reviews,
AT DAR taken tise before these meetings nave found & well-
tunctioning form.

These reviews can 5o seon an SIDA's major possibllicy of
SeXOICising somo ocontrol and iInflusnce over the work of the
project. In the bDoginaing this was not so. SPFE 1 often went
Lts own way, tegardless of wvhat SIDA said, Then, all toe of-
ten, SIDA expressed cpinions or gave advice, DUt 10 sanctlions
wvere appilied if the advice was not followed,

In 1981 SIDA's role in the roviows vas stresgthesed. In
13983 detailed monitaring plans were introduced. These speci-
fied vhat information should be reported and which targets and
objectives should be achieved.
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A mscattoring system should also specify wvhat should e
done in each cese, if the varicss chjectives anc targets are
NOE TeAchad. In Qanoral Lt seems that discrepancies were ex-
plained and analysed but remedial action was seldom taken.

One difficulty with monitoring and sspervision ©f pro-
jects is that SIDA lacks the rescurces to consistently check
on SOV AGIOeTMNtS AXe Kept. It i8S A Question of priorities amd
now agzeetents usually beling given Rhigher priority than an
agzeemant toached perhaps six months ecarlier. This may have
been the real woakness Lm the mOKLitoring system Suring the
$ir3% yoasrs, and asill La, today.

Project supesvision and sonitoring have Dnitherto in
principle been carried out through by SIDA's Developsent
Cocpesatice Office in Vieatiane and by =51DA mMeacdguarters in
Stockholm,

THE CONSULTANT

in the main, $IDA has handed over respemaibilicty for te-
gruiting advisors to & consuitancy company. This has 09t Seen
without its prodblems.

in the iaitial phase of the SFE L project it has been
clajimed by some that the consultancy firm msisunderstood its
Fole, For this Teasonm there wWAS scee irritation Cetween the
different parties curing the first year. One reason may have
beeni that the consultant’'s main experience was the Bali Bang
project in Vietnam, wvhich is a very special project. Nor prob-
ably did the consultancy firm have much experience in A situa-
tion where it only processed fecrultsent and played an advi-
sory role. In most commercial undertakings the consultant nor-
mALlY Plays & mOre important part,

Oracually, the consultancy firm has come to understand
the mituation and sooms now %S0 be aware that it ole 1s
sainly advisory. The individuals recruited &y the consultancy
firm have been successful. It La unlikely that SIDA could have
found better candidates.

SIDA'S EFFORTS TO INFLUENCE THE INPLEMENTATION OF THE PROJECTS
The Maotig Mal forxestry project prowides an interesting
sllustration of SIDA's attempts t0 infiluence project desiga
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and Implementation. In retrospect 4 oy means of LIaflusnce
proved to e different plans of cperations. In phase 1, SPE 1
made <onstant reference to the Plan of Operation to Jjustify
it iovestmant decisions and also clearly indicated its opine
100 tThat tThe acceptance of the Plan of Cporation Dy SIDA Gave
SFE 1 a free hand to spend projoct funds according to the
itemized iists of eoguipment given in that plan., wWell aware of
the doficiencies of the Plan of Operation, SIDA regarded it as
4 Juiding rather than as a dinding document. This difference
in the interpretation of the Plan proved to be a source of
disagreement Detween SIDA and the project sanagement.

SIDA then attempted to influence project isplementation
through the biannual reviews. During the first year and a half
this iafluence was limited. Two reasons contributed to this
situation, Pirstly SIDA deliberately chose & low profile in
its doalings with the Lao Government in order %o aveid furthe:
STLOSS Of tTHe sceewhat strained relations over the eatire pro-
gramme of development co-ocperation at that time. Secondly. be-
caune of the absence of a formal sonitoring aystem in the pro-
Ject, SIDA often lacked relevant information.

in the light of oexcessive procuresent and the loss suc-
cossful specifications of oguipment by the Project sanagesent
SIDA gradually felt a seed %o gain better control over events.
However, mainly for psychologlical reasons fisancial discretion
once given proved dAlfficucl: o limit, Nonetheloss SIDA pressed
for changes and demanded detalled lists of plassed purchases
and SI0A approval of specifications as a4 soans to achieve (ta
ands.

This served the gQeneral purpose of sontrol. but it had
the striking disadvantage that SIDA often ended up in conteol
of detalls, which at times was probadly counterproductive.
AlsO SIDA and its miasions often lacked the technicel compe-
tence for proper assessment of detailed praopomals.
Furthermore, SIDA's influence was to be exerted Lin relation to
SIDA's somewhat ambiguous attitudes. More specifically, since
it was uncloar to what extent economic efficlency should be
pursued, needs expressed by the project managesent were hard
1O AsBess.
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Proposed investments and purchases were often Judgea on
SON0 Vaguoe oconsideration of whether sShey woie “reascaable”.
The different professional orientation of the members of =he
SIDA sisslons leconomists, foresters, etc.! led to rather dif-
ferent interpreotations of what was "reascnable™. One resxult of
this situation was that SIDA =ay have Deen found ioconsiatent
and unpredictable in the eyes of the project mansgement .,

Setll Lt is clear that the desand for lLists and specifi-
cations to bDe approved Dy SIDA meant a4 more coocertes eiffort
to influence project implementation. Nowever, these efforts
camo at tine, wWhen oot of the Srucial declisions for phase I
ware alzeady takesn.

ROLE AND EFFECT OF SANCTIONS

A cost/benefit analysis of the proposal for phase Il of
the Muong Hal project showed, that uniess & very substantial
PArT Of tThO PrOJOCt CUTPUT WAS oxported, it would Oe hard o
Jestify any fusther lavestmonts. On the dDasis of this analysis
SIDA eventually odecicded to demand that 4 ceortaim volume of
1098 had to be exported if a specified amcunt of the funds for
phase Il was to De released. In other words tends withheld
wore to Do the sanction, if the demand was not met.

he use of sanotions vas extensively discussed within
SI0OA and Lts Develcpment Cooperation Office in Vientiane te-
fore boing introduced. The probless foressen wete many. At ooe
point several desmands and several conseguent sancticns were
considered. This idea was abandoned, however, as the mere
Listing of demancs And SARCLiONS eXPIesses 43 funds withheld
(for each Semand) made the whole scheme Look absurd.

t™he definition of measurable and uwnamdbiguous aesands
proved o De another problem. Furthermore, it vas unclear now
fulfiliment of certaln Gesands was to Do observed and estadb-
lisded. The Quesation Of acoountablility wvas another difficult
consideration. As marketing was beyond the comtrol of the pro-
ject management, the isposition of sanctions for faliure to
oxXpors wogld Bit and Semcralize the pIolect management, which
could, as ve have pointed out above, Bardly be blamed for the
fallure,
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Nevertheless, SIDA made iz &4 conditicsn that 10 000 = of
ioge would Bave tO De exported directliy or indirectly through
La0 Plywood Quring the Ccoming twelve-mantn period if the funds
allocated, 15.6 million SEK, were ta be released. This demasd
soomad simple and stralghtforvard. Yet it was not,

Puring the bDisnnual review iIn Septombor, 1984, SFE |
clalsed t0O have delivered 10 000 m) 20 Lao Plywood during s2he
proceding tweive-month period thereby meeting SIDA's condi-
tion, Mowever, SIDA found out that only some 350 %\ of the de-
liveries o Lao Plywood had been exported. Therofore, SIDA ar-
gued that the condition had not been met., and consequently ap-
piled the sanction. As 4 concession And 2ince Aoee oguipment
had Deen destroyed, 5 million SEE out of the total ascunt of
i2.%¢ million SEXK weore released, largely to compensate for the
SATAQON.

The affects of these sanctions are cpen 1o debate., So
far there are no discernible offects. Lado Flywood has Rad nels
the: t50 zechnical nor the marketing capability to increase
exports. Nigher authorities have not reacted by permitting SFE
Lo export logs. The future OutcoNe 18 UNACEItALn as well, The
size of the Lao Plywood wmill will require the delivery to thia
plant of all logs not only fzam SPE L But also from SIE 3, iz~
respective of whether processing will give a positive orf a
egative added value, For sawn wood the latter is most likely
the Case. whether Lao Plywood will export 1ts output will ae-
pend upon a nuaber of other factoss of considerably greater
significance than any sanctions isposed oy SIDA on SFE L. The
POt i=portant of these factors is the quality of the output,
A% Was argued in chapter ¢ above.

In this situation 1t is not entitely clear what wes in-
tended vheon the sanctioms were isposed. Nor does it appear Lo
0O ovidenr That 1t WAS A 92cd idea %O encourage celiveries to
Lao Plywood when processing these means & tegative added
value.

1€ cAn Psodably De argued cthat the use of sanccions, in
thao form Alocusoed tere it Sased on =he false assumption that
it i3 possible 0 achieve rapid changes DY exerting pressure.
in the Laotian context, at least, thiz is guasticoable. in
MOSE SLtUATIONS A less PIovocative way of exerting Lnfluence

e el



64 SIDA'S CONCERNS

Pay be to accept that changes will take time, and to Qive as-
sistance through short-term project agreesents only o the ex-
TeNt that existing preconditions at each point in tise make it
seaningtul.

A fzuitful approach may be to work in conditions which
allow for maneuverablility in negotliations rather than with
stipulated demands.

THE PROJECT FOCuUs

A oumsber of gQeseral project objlectives were parctly
transformed into sets of physical targets and the achievemont
of these zargets Secame the essence of develcpment co-opera«
tion in the foreatry sectar. Decisiaons and actions were gener-
Ally takesn t0 satisfy ambitions at project level oven when
thlis resulted in a4 conflicet with naticsmal concerns, As €.9. in
the case of procedures for procurement. Partly for the same
IOASONS Cost/besefilit calculations and the uso of alhadow prices
ireflecting nmational ccacernms) tended to have less signifi-
cance than <caiculiaticns at the enterprise level wsing market
prices and officlial exchange rates.

This project focus can be sald o have largely charace
terized the co-coperation in the forestry sector and has been
A% marked in the Lao Government as in SIDA.

The project focus in the Lao Goverrment was seinforced
By the organizational set-up for the coordination/utilizatice
of Swedish assistance (the Laoc/Swedish Cosmittee), by the
power relaticns Im this committee and by the fact that the
pover centre in the committee reprosented a particular depart-
mont [(forestryl. This wvas the situation at the time when crit-
ical decisions were made on the orientation of Swedish assis-
tance. To the foseat:y ceparteent, sectozal rather than na-
ticsal considerations seoemed relevant. Physical project per-
formance which oculd give credit 20 the dapartment was of
PATAROUNT INterest,
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SOAIChING. NOI are there pressures an the Sonor agency to look
for alternative uses of funds At each stage oOf Lnvestsens or
disbursement.

A project foous tends to further reduce or evan %0 elim-
AnAte conaicerations on altermative uses of fusnds. Once funds
Are Allocated O A PrOJECE, LT IF AlMOST Cortaln that no oo
will ever consider whether tals money coould be mpont more use-
fully outside the project. If the preject fusd is large and
based on indicative astimates, AS was the case for Sre 1, ke
problem that alternatives are not comsidered is likely o beo-
COme particulazly distuzding. The money is to be spent in the
PIOJOCT And, At times, there may be 4 tendency to Lovent ex-
penditure, In order to ensure that all =2 motey Ls used,
Particulariy in the Nuosg Mal project this has Deen a prodlem
And bas rosulted iz exceasive spending, which has had little
to do with a commercially oriested cperation. Put differently,
the effects On Cost CONSCLOUSTOSS mAy have been nogative,

in the adsence af A <cloar understanding of the relative
importance of the different objectives for the forestry pro-
JOCts and/or Aan unwillingness to putsue the cbjectives in view
of cthar considerations (not o reduce the spending rate, to
AVOl1d conflicte, ¢ keop wp the morale and the enthusiase of
project staff, workload, etc.) SIDA has often tended to avcom-
=odate firm roquests from the projects. It is =rue that sany
RAYe Deen turnec down Dut 1t 18 also true that many reguests,
which have Deen considered excessive, unjustifiable and at
times incomprehensible, have been accepted.




&7

CHARTER & = ASSOSTED LESSONS LENRNT

™e following are some conclusions and lessons
emerging from the MISSLONS wWoOIk., Scme are spe-
clfic and well founded while others ate of a
genaral nature. They are offered here, not &
recommendations, but simply a8 a4 sharing of
10550NS learnt that CAN Se:ve &8 warning signals
in future project work.

Generally. there is a coanfliet between short-term pro-
ject efficlency, in torms of speedy Lmplesentation and level
of cutput, apd lasting improvements % the systom in which the
project operates. Whem the system is clrcusvented in order to
aschieve project efficiency, isprovesents TO tThe system itself
are likely to be delayed.

Allocation of large fumds to projecss o the basis of
vague analysis and incomplete calculations of costs Is often
disastrous for cost conscicusness. Spending to the celling may
then Decome An objective in Ltsell.,

ponors should De avaze of the potential dangers of a
"project focus®, where lspatience 0 See A speady project ime
plementation leads to lines of action which are in conflict
with national concerns. SIDA's active role in helping the pro-
jects to bypass rules for procusement and reicase of funds s
A CAB® in point.

™he purpose of & project should oe established as
clearly as possible. Vague statements of objectives lead to a
‘political’ process in project ilsplementation, where the
cholce and the design of activities, imvestment dSecilalons,
etc. tend to lead to negotlations on the basis of different
interpretations of the objectives. Professlonal Dlases con-
tridbute %o such differences. Where project oOBjectives are
vague and/or coaflicting, SIDA should attempt o reach Qne in-
terpretation and stick to that.
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The use &f sanceticas (funds vithheld) as a moans ¢ in-
fluence project implementation Orings with it a series of
prodlems. Desands ate difficult to define unambiguously and
peasurably end verification is difficuit., TO use sascticas
within a I=] year period of project agreement is hardly advis-
ablo in the Lactian context, A8 aAjor changes require consid-
erable time TO materialize.

A Dore attractive altecrnative to the use of sanctions
may ofter be to identify which preconditions need to be met in
order to justify diffecent levels of involvement, and them to
Bave the patience to render assistance only at the pace dAif-
feront precosditions evolve. Mach frustzation and misunder-
standing might have been avoided, if SIiDA had made groater ef-
fOorts 10 map out the administrative sotting of the forestry
Projeces At an carly stage.

Vhen 4 consuitant s wesed for long~term project Lmple-
montation great care sxould be takem tTo make the role of the
consultant clear. Close moaitoring of the performance of the
conscleant curing the first yoar is essential. In agroesents
SIDA should spocify in detail bow staff o De posted by the
consultant should be trained.

in combined exploltation/afforestation projects the lat-
ter sctivity tends to be less succesaful. Not only is af-
forescation far more complex, But (it is also leas spectacular.,
roguiring iiltrle investment and equipment. Management, there-
fore, tends to fOCus OM expioitation.

A formas for senitoring the Lmplementation of each pro-
sect should be made a standard part of the plan of operations.
SIDA should make 1ts Information neods Enown, S0 SRAL tha mon-
iroring system can be designed toc satisfy these needs.

SIDA's ambiticas o monitor and to influence an activity
should be Algher at the initial stage. To gain control once
things go wrong is difficuls.

T™he plan of oporatioas is A coritically aimportant docu-
ment. To the extent that it is specific, as it preferably
should bo, there is a dasger that 1t will Do taken a5 & Dlue~
print for project implemsentation, S5 it is very impertant that
the time schedule, eto. is realistic.
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ine charsacteristics of the pecscnalities 1mvolved in
PICjOocts may sometines Do more sigaificant shan technical as-
POCts, in expiaining the cutcome of projects,

SIDA cannot usuAlly essume the owverall reasponsibilizy
fOr & project. ThIs must always test with the country's own
AULIOTiti10S.

Neow Dulldings do not bDring developmest by thesselves,

Malntenaste is often 1ogarced, erromecusly, Aas synony-
MOUS wWith Tho existence Of A workshop. Ropairs and preventive
saintenance should Do able 0 take place without physical
structures like workshops ete,

fraining and ecdecation can Alsc take place in sisple
Bulldings, of no buildings at ail for that satter.

SUOCOSSE 1N A project is aften more likely when the te-
Clplient COuntsy Pays part of the project Sasts.

In some cases 1t would Do an advantage 0 sake decisions
ADONE pProject disbursements In steps instead of amsually.

SIDA shouldn't go zoc far (n compromines. Sometimes, 90~
Ing 200 far i cospromises Y 0ot De the most useful solution

for the project.
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« Dans Dean, Director, SFE )

FE |
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- Sospbavan Intnevong, Vioe Presidont, Hatiaonal

Planning Cossmittee

= Oudose FKongxayeasax, SFE 1. Silviculture Davi-

sion

« Bilen KAnr, Exports Advisor

Carl stil Lostellus, SIDA-DCO

« Susphorn Manodham, National Plannsing
« Reland Offrell., Conmuitant

« Foukeo Siziphone, SFE 1, Cocperation

-~ Thongleua Southavilay, Directo:, SFE

1
-

« Ceay Vongviongrham, SFE 1., Finance Secticn
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E

Swedish~Laotian co-cperation in forestry started inm 1977, iInm
the beginning it consisted of Import-support and coasultancy
studies. The first speclial agreemont (SFE 1) was signed in

1979, Today the co-operation consists of the follewing sepa-

FAte projects:
dmcpenet BT

SFE 1 "Muomg Mal) I984-06 14.2
SFE ) (Tha Bok) 1 RIS L 20.)
Ministry of Industries,

Handicraft and LPBE /RS~

Forestry 1986/87 28.5%
iong Mali Traiaing Cestre 1984 2.8
Muong Paksane

Rogional PFroject 4L 1.6

The firset project (SFE 1) was rot plansed as thorcughly as 1is
norsally the case with SIDA projects. This vas Sue mainly to
diffioulties in collecting background imformation. It was theo
envisaged that continuous adiustments should overcome Any e~
ficiencies in the first Plan of Operation. This, however,
praoved sore diffucult than originally thoughe.

Some of the problems encountered no doubt depend on SIDA's
limited knowiedge of the central planning system used in Lacs,
o8 woll as on certain possidle short~conings of this system,
Nevertheless some of the mistakes vhich are now evident can
perhaps Do s54id to be Lpevitable Lo any nev project.

™e policy of cthe Laotian goverrmment with respect to the
fOrosStIY ProGramme As mainly S0 iNCrease exports 4nd to estab-
Lish industries vith wood as the sain raw-material source. The
forests are considered as one of Laos' most important national
[OS0uNTCeS.




™e forestry programme Ras SO far not bees evaluated in a more
NHowevesr, PIOgram reviews have Deen undertaken
Iwice a year almce 1980, Special studies were also made in
connection with the prolongation of the project in 1938),

SYSLOMALLIC way.

The present evaluatlion will cover the entize foceat:y pro-
gramme., In light ¢f the above ssntioned reviews and srudies,

And given the prescnt state of affaiss in the various projects

it 1s proposed,

nowever., hat 8o main thrust should be almed

4t the projecets SPFE 1 and St ).

&)

5

s

introduction. Description of the fcrestry
programme and changes that have taken piace
aver the Yoars.

Jefine the existing gval hierarchy of cthe
PEOYSCT ADS ANALYSO any possible changes in
it,

ASSOSs Achlievesents that have been made in
the pIojects since the start of the CoO-
operati 139",

JisSSses How the MONitoring systes has teesn
functicaing 50 far and how the presens sys-
tem could be 1sproved.

Roview the experiences regarding the various
requiroments and sanoctions posed by the
SSNST WwWith respect t0 the conduct af :the

srolece.,

Discuss the choice ¢f technology. In tropi-
cal forestry it is often considered &iffi-
SNit to avold high techmology. Accordisg to
the conventional wisdom, however, sisple
technology Ls considered more suitable f{o:
ceveloping countriea. An analysis of shis
guiestion with speciel reference to the
forestry sector of Laos would be of value
=0t only for future programs but alse for
current investaent decision.

Neviev how maintenance has been functioning.
Lack of proper malatenance (especially pre-
veitive maintenasce) often poses a serious
peoblem in developing countries as 1t shors~
ecs the life-time Of machines.
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LY One Danic ob) ve of focestty programs 4is
often that of t. The suyccess
in this reapect 50 far does NOT Seem LFPIOA™
give. Discuss the oxperiences Jgained (rom
SFE 1 and SFE ).

?) ranclude and summarite the success of the
foreuste cooperation. A revievw and discus-
ston of the functicoiing ¢f the pPIrice systes
and of the proper se: of ahadow prices will
be called for as part of this evaluation.

10) Given tho outocae of the above analysis the
miggics should asses the feasibility ©of con-
ciaved Swedlish suppore Lo the LASTLAR
{orestcy sector,

sl Conclusicas and recommencaAtions.

The miasion LS proposed to take place during 4 to ] weeks

february 1985, It will consist of ome economist and cote
forester pius TS Jenior exprazts on Laos' general. develogment
as woll as its fOYestry sector. The latter tTwo will In a fog-
wsal sense enter tHe =iS8100 1N SHELT CAPACLTIES AR rescysce
persoss Aand will therefcre not Se tormaliy responsible for the

conslesions and recoemendations of the mission report.
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FORESTRY IN LAOS

The SIDAsupported Soresary programme in Laos bas baalt up two
fusctioning forostry enterprises from nothing, created roads and
other infrastructure as well as a vocational traming isatiture and a
repair workshop, Whether this will be enough 1o establish & s
tained frestry activity remains 10 be seen since no regeneration of
foreszs has taken place. Too capital imtensive equipment bas bheen
installed and the alwence of expart sales makes it a guestionable
mvestment in 2 natonal penpective, all according 10 ths evalua-
o,

Karlis Geppers, economist from SIDA's Evaluation Section led the
evaluation mission, which also consisted of Reder Perisen from
SIDA's Agnicultural Dniwon, Seen Bo Bergatrim, o Direcsor of the
Swedish Government’s Forestry Adminstration and Lan-Enk Bir-
gepded, agricultural economist, who parmicpated as 2 resource

person

Sweden's bulateral development cooperation, bandled by SIDA
since 1965, compenes |7 program counteses: Angola, Bangladesh,
Bocswana, Cap Verde, Ethiopia, Guinca-Bisan, Inda, Laos, Le-
sotho, Mozambique, Nicaragua, Sei Lanka, Swanland, Tanzania,
Vietnam, Zambia and Zimbabwe,

Fach vear about 30 of STDA's over 200 pregecty are evaluated. Most
of these evaluations are published in the Evaluaton Senes, Copies
of the reports can be cedered from SIDA, S105 25 Ssockbolm,
Sweden.
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