Income Generation
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The lack of access to credit at the village level is a significant inhibitor to increasing income. This can deny individuals the opportunity to borrow at reasonable rates to find capital to expand business activities. Borrowing through existing channels can often only be done at exorbitant interest rates meaning restrictive loan repayments result. 
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A community owned village bank is one of the strongest community institutions a company can support. This has dual benefits of providing a source of credit to members and also encourages the practice of saving. The communal nature of the bank also means that many have the opportunity to benefit and that default on repayments is lower than conventional systems due to the social pressure of depriving fellow community members of the right to borrow. In many cases, community savings quickly exceed the initial capital comprising the balance in the Village Bank, indicating the success it has in changing people’s behaviour regarding saving, as well new access to credit.

A company can help form a Village Bank through the reforestation activity. For detailed information on the Reforestation for Capital Formation see the section under Environment. This process importantly engages the whole community in the tree planting activity, whereby they are “earning” their capital for the Village Bank, rather than just receiving the funds. This has a valuable multiplier effect and also serves to strengthen the community. PDA will provide training on forming a village committee and on managing a Village Bank.

The Village Bank is managed by a village committee that is half male and half female. PDA provides training in establishing and managing the bank.  Before being able to borrow from the Bank, villagers must buy a minimum number of shares, as well as open a savings account at the bank. The bank gives loans to individuals or groups (at a low interest rate) to start up income generating business ventures.  
Supporting this project enables communities to establish one a hugely valuable sustainable tool for providing the opportunity for villagers to lift themselves out of poverty. Large numbers of business ventures have been started and expanded through loans taken out from the Village Bank. Companies can choose to extend their support in community development by providing assistance in maximising the potential of these businesses.
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Most rural community members are engaged in small business of some nature. Many have not even considered the number of ways their practice could be enhanced to be more successful. Basic business skills can be applied in reviewing these small enterprises to make them more profitable. 
In the case of most of these businesses, rural people understand the raw product very well – it is the conventional aspects of these businesses, that companies deal with day-to-day in their work that these communities have never been exposed to.

Companies can make valuable contributions using both their primary skills, in the area that they operate in and their secondary skills – what all good companies need to operate profitably. For instance a company in the hospitality industry may assist a rural community involved in eco-tourism through its primary skill, by teaching rural people how to provide better service to visitors, while its secondary skills area could help to identify new opportunities to advertise and market its eco-tourism activities. Other companies may be able to use their connections to open up new markets for selling products.
Company members can help out by considering what they would do if they were going to buy the business. By asking the question “What do I want to know to determine the value of the business and the potential the business has to grow?” they will have put themselves in the mind of the business owner and identified the key areas of business improvement. Connections, skills in areas such as marketing, and actual product improvement can all be valuable ways of making the business more profitable.



In some villages, there may be unexplored opportunities for new business activities. In cases where villagers have to leave their own village to purchase something, a business supplying this good or service could be provided within the village, with the dual benefit of providing income for the individual and of keeping money within the community, rather than leaking outside, resulting in a valuable multiplier effect for the local area.
Many rural business owners are not aware of the process of developing a business plan. Particular support in structuring a solid business proposal, including financial aspects such as projected cash flows can be valuable assistance in securing funding to establish the business. 
The key skills described in helping to establish new businesses will equally apply in the case of improving existing businesses. 
In addition to helping new businesses, companies may identify the opportunity to help establish community cooperatives. These cooperatives can serve as a means for selling a particular local product or may also serve as a means of providing the community with basic household needs at a more affordable price. Companies can provide help in establishing these cooperatives, or in locating a reliable source for the basic products to be sold through the cooperative.

Village Bank








Going Beyond:  


Extend the training on managing a Village Bank to include better managing small business and family finances.


Follow up with business training to supplement new opportunities created through the Village Bank.








Estimated Financial Assistance  


The Reforestation activity can be funded for Baht 400,000, with Baht 300,000 of this contributing to the formation of the Village Bank and Baht 100,000 used for purchase of seedlings, training on running the Village Bank and associated bank committee management costs.








Improvement to existing businesses








Going Beyond:  


Support in this area can be maximized by combining with other activities, including the Community Needs Assessment or the Reforestation for capital formation.


Extend this to be a business education experience by spending time with small business members and explaining to them how they reached their decisions on how the business could be enhanced.








Estimated Financial Assistance  


The key to this activity is non-financial assistance. The financial component can be provided through other activities. In some cases some financial support may be useful in helping to expand the business.








Establishing new business





Going Beyond:  


Identify where villagers can receive specific training of skills needed for a new business


Provide financial support for training course


Support in this area can be maximized by combining with other activities, including the Community Needs Assessment or the Reforestation for capital formation.





Estimated Financial Assistance  


The key to this activity is non-financial assistance. The financial component can be provided through other activities. In some cases some financial support may be useful in helping to expand the business.











