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I. HOUAPHAN VEGETABLE MARKET CONNECTION 

A. Introduction 

1. Houaphan province has a high potential for the commercial production of cash crops 
for both local and export markets, particularly to Vietnam. The province has also initiated trade 
development discussions with the neighbouring Vietnamese provinces of Son La and Thanh 
Hoa. Recent road infrastructure investments in the province has greatly improved trade and 
logistics and transportation to both of these provinces through border gates in both Viengxay 
and Sop Bao districts. 
 
B. Ban Poua Irrigation Scheme 

2. Upgrading of the Nam Pua Representative Sub Project (RSP) scheme in Viengxay 
district will improve the irrigation efficiency for a total irrigated area of 70 ha in the dry season. 
The current distribution system limits the area of crop to be grown, and their productivity even 
in wet season. There are six villages with a total population of 1,462 people and 253 
households in the RSP. 
 
3. Khao Khay Noy or small chicken rice and white rice are main crops in the wet season. 
The downstream villages experience low water availability for their irrigated areas after the 
rice transplantation, and as a consequence rice production is low. Currently the main dry 
season crops in the Nam Pua RSP are watermelons and cucumbers.  
 
4. The Houaphan Vegetable Market Connection analysis assesses the market demand 
for the current dry season crops from the RSP, and other schemes, that may be included in 
the Project’s irrigation scheme upgrading program. It identifies the main market connectivity 
issues associated with the increased and expanded production of the dry season crop 
products. This paper includes the vegetable (leafy), watermelon and cucumber market 
connections, which are the main dry season crop that the farmers in the Nam Pua RSP 
expressed a strong interest to grow if they have an improved irrigation water supply over the 
dry season.  

 
C. Markets 

5. In 2014, the Lao Ministry of Industry and Commerce and the Vietnamese Ministry of 
Trade and Commerce signed a Memorandum of Understanding (MoU) to strengthen the 
cross-border trade between the two countries. At the provincial level two bilateral meeting 
have been organized between Houaphan province and the two bordering Vietnamese 
provinces of Thanh Hoa and Son La. These meetings discussed how to promote the 
Vietnamese private sector investment, and the export of Houaphan province’s agricultural 
products to Viet Nam. The challenge for Houaphan province is how to best build on the MOU 
to better access Vietnamese markets and encourage agribusiness sector investment by 
Vietnamese companies in the province.  
 

1. Strategic Location 

6. Houaphan is strategically located to supply higher value vegetable and fruit markets in 
Viet Nam, especially Hanoi. Ongoing road infrastructure development in Houaphan and in Viet 
Nam has made Vietnamese markets, much more accessible to Houaphan farmers and 
traders. In Houaphan there is the upgrading program of main roads (6 and 6A) to the Son La 
and Thanh Hoa borders. Concurrently in Viet Nam there has been a major upgrading of 
national highway number 6 from Son La to Hanoi, and also infrastructure projects in Thanh 
Hoa province. The Son La to Hanoi road upgrading has greatly reduced travel time from the 
Pa Hang border gate to Hanoi. Roads to the Na Meo border gate in Thanh Hoa province have 
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also been upgraded. Provincial markets in Son La and Thanh Hoa can now be more efficiently 
accessed and the large Hanoi fruit and vegetable market can now be reached from Houaphan 
in less than five hours. Further road infrastructure upgrading will continue to reduce travel 
time, and improve transport quality, to higher vlaue markets.  
 

2. Houaphan Vegetable Demand and Production 

7. Demand for vegetables in Houaphan province is estimated at 15,000 metric tons per 
year1. Based on the production in 2017 (43,800 metric tons), the demand for vegetables in 
local market accounts for only 34% of the total production. The import value of vegetables was 
low at $250,000 (Houaphan PICO, 2018). Growth in the Houaphan population is forecast to 
be only 1.4. to 4% over the next 10 years, thus it can be assumed that the vegetable demand 
in the local market will increase only slowly. 
 

a. Commercialization 

8. According to the Houaphan Provincial Agriculture and Forestry Strategy to 2025, the 
commercialization of vegetable production will be focused in all 10 districts of Houaphan 
province targeted 1,739 ha and about 52,167 metric tons in 2020. This is an increase 19% on 
the current vegetable production level. Organic vegetable production is targeted 22 ha or 
about 661 metric tons. Kuan, Sopbao, Houameung, Hiem and Son districts are planned as 
the main organic vegetable production of Houaphan province.  
 

b. Agricultural Exports 

9. The export value of agricultural products from Houaphan province to Vietnam is 
$440,000 accounting for 22.9% of Houaphan’s total exports by value in 2017. The main 
agricultural export products are maize, black ginger, cucumber, watermelon, dried chilies and 
rice. The province expects to sell 21,222 metric tons outside the province, and to Viet Nam in 
2020. It is expected that this amount will increase to about 35,000 metric tons by 2025 (see 
Table 1). A significant proportion of vegetable exports to Viet Nam are in small quantities and 
are not recorded by the custom services at the border gates. It is likely, therefore, that the 
actual quanities of vegetable exports are much higher than reported by the Lao and 
Vietnamese authorities. 
 

Table 1: Expected Houaphan Province Vegetable Consumption and Sales for 2020 - 
2030 

Year Population Item 

Total 
supply 
(metric 

ton) 

Local 
consumption 

(metric 
ton/per year) 

Provincial demand 
(Consumption) 

(metric ton) 

Expected 
for sale 
(metric 

ton) 

2020 300,255 Vegetable, beans 57,253 0.12 36,031 21,222 

2025 304,630 Vegetable, beans 79,086 0.14 43,867 35,219 

2030 317,120 Vegetable, beans 92,484 0.18 57,082 35,402 

Source: Houaphan PAFO, 2016 

 

10. Demand for vegetables and fruits from Houaphan province in Thanh Hoa, Son La, and 
other markets in Viet Nam is strong. But the vegetables from Houaphan are currently sold in 

smaller quantities, with only a small proportion being sold in bigger lots. The main markets for 
the Viengxay vegetables are the cross border districts, and there is limited connection with the 
higher value markets in such locations as Hanoi at this stage. 
 

 
                                                
1 Houaphan Provincial Agriculture and Forestry Strategy to 2025 and Vision to 2030 of PAFO 
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11. As the road infrastructure upgrading is completed, improvements in post-harvest 
technology (grading and packaging) will be an option to create value for the vegetables. 
Another option is to produce a wider range of temperate vegetables capitalizing on the higher 
altitude in Houaphan (above 1000 metres). These vegetables can be exported to higher value 
retail markets in Son La, Thanh Hoa and Hanoi with better cool chain transportation. 
 
Table 2: Vegetable (Leafy), Cucumber and Watermelon Harvested Area and Production 

Output in Houaphan Province (2013 – 2017) 

  
Crops 

Harvested area (ha) Production (metric tons/year) 

2013 2014 2015 2016 2017 2013 2014 2015 2016 2017 

Leafy 
vegetable 1,705  3,405  2,635  2,820  - 10,480  21,050  19,025  27,775  - 

Cucumber 107  129  104  83  258  1,016  1,258  585  591  2,219  

Watermelon 160  180  210  160  149  2,770  2,780  3,025  3741  1,757  

Source: MAF, 2017, and Houaphan PAFO, 2018 

 
12. Local and Vietnamese markets (in the cross-border province districts) are the main 
current markets for cucumber and watermelons. There has been an increase in the production 
of leafy vegetable ,cucumbers, and watermelons since 2013, although the area grown and 
production does vary from years to year (Table 2 above). The export value of crops to Viet 
Nam has increased significantly from 2015 to 2017 albeit from a very low base (Figure 1). The 
export value for cucumber and watermelon reached $44,100 and $23,300 respectively in 
2017. This is a two-fold increase for cucumbers and a 40% increase for the watermelons. 
These data, however, need to be carefully interpreted due to the variable recording of 
vegetable exports to Viet Nam.   
 

 
Source: Houaphan PICO 2018 

 
c. Agribusiness Investment 

13. An agreement has been signed between the Viengxay district authority and a Thanh 
Hoa province based company to develop pineapple production in the district2. The Vietnamese 

company operates from Quang Son district in Thanh Hao and will invest in a fruit and 

 
                                                
2 Target village clusters include Xiengman, Sonephet and Phoun 
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vegetable processing facility in Namiao village that is located close to the border check point 
to Thanh Hoa province. The investment project commenced in 2018 and the district has initially 

approved 10 ha of land for the pineapple plantation, and the company plans invest in growing 
20,000 ha of pineapples in Viengxay district. The company will use a contract farming model 

and provide the seedlings, technical support and buy the pineapples, whilst the farmers will 
provide the land and labor. Processing of the pineapple will be through the Namiao fruit and 
vegetable factory3.  
 
D. Market Connections 

1. Producers 

14. Over the 2018 dry season 2018 several main crops were cultivated in Viengxay district: 
watermelon, chili, a local variety of cucumber, yellow melon and garlic, and long beans. There 
were 2,168 households that cultivated garlic (97 ha), 266 households that cultivated melons 
(60 ha) and 259 households that cultivated cucumber (28 ha).  
 
15. Over the last five years the farmers in the Nam Pua RSP have shifted from rice 
cultivation in the dry season to cash crop production because:  

(i) Low rice productivity during the dry season due to the low water availability in 
dry season; 

(ii) High market demand for the cucumber and watermelon. 
 
16. Dry season crop production of cucumbers, melons and some vegetables in Nam Pua 
is dominated by a relatively small number of more entrepreneurial women farmers. These 

women farmers manage the production and the marketing of the crops. They sell to traders 

and may also sell at local roadside stalls and also at stalls in the Xam Neua market. Although 
in Houaphan production land is held as communal land and land use rights are allocated to 
households these more entrepreneurial farmers are able to arrange with other farmers to 
utilize land for crop production over the dry season.  
 
17. Cucumber and watermelon are the main crops and can be harvested 3.5 to 4 months 
after planting. It was reported by the Viengxay District Agriculture and Forestry office (DAFO) 
that cucumber and watermelon are well suited to the cooler dry season climate. Growing these 
crops relies upon the paddy rice plot-to-plot irrigation water cross flows and this requires furrow 
irrigation using the same water schedule as for the paddy rice. Dry season crops receive water 
on a 30 day rotational basis leading to both over and under watering. The furrow based 
delivery in each plot leads to wide row spacing. Upgrading of the Nam Pua scheme and the 
use of better in-field irrigation techniques and equipment, will enable the intensification of crop 
production and will contribute to increased crop yields.  
 
18. Cucumber and melons are planted during the first two weeks of January to avoid the 
cold and foggy weather that can have an impact upon the yield. The harvest season is between 
April and May and the yield of cucumber and watermelon is about 7 to 8 metric tons per ha. 
Farmers estimate that they can earn KN8 to 10 million per ha from cucumber and melons 
depending upon yield. This compares with about KN4 million per ha for dry season rice. 
 
19. For cucumber, the farmers keep the seeds from the previous cropping season for the 
next plantation. For the watermelon, they have to buy seeds each year. The seeds are 
imported from Thailand and Viet Nam. Farmers make extensive use of plastic mulch for the 
cucumbers and watermelons for weed control, reduce water loss and maintain soil 

 
                                                
3 Declaration from DAFO Viengxay, 2018 
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temperature for better crop growth. The farmers use some fertilizer for rice but the application 
rate is low. For cucumbers and watermelons there in more intensive use of both fertilizers and 
agri-chemicals while only fertilizer is applied on vegetables. 
 
20. Some farmers in the Nam Pua RSP get supplies of the fertilizers and agri-chemicals 
by the local collectors in form of credit. Other farmers have adequate funds to finance inputs 
while others are able to borrow from the village credit fund. For the farmers that receive credit 
from traders there are high penalty rate if the credit is not repaid within three months. Some 
agri-input retailers also supply agri-chemicals (both pesticides and fertilizer) and agricultural 
tools at provincial and district centers. 
 
21. Technical extension services from DAFO are limited and farmers tend to share 
experience with each other. The farmers would like to have more knowledge on how to control 
pests eg Integrated Pest Management. This is in response to the farmers observing increased 
crop damages by pests and diseases. Farmers have also noted that the yield of both 
cucumbers and watermelons has decreased after five years of more intensive cropping 
without any crop rotation. They plan to rotate the land with other crops, such as rice and 
vegetable (long beans) if the irrigation water availability is improved by the scheme upgrading. 
 
22. Some farmers identified labor availability as a constraint to increased production. The 
average number of labor units is 2.63 people per farm household. Over the next years the 
increasing number of household members in the higher age group demographic will impact 
upon the labor supply for farming activities. Daily labor rates are also reported to be high and 
at times exceed KN 100,000 per day.  
 
23. Most households have some upland production areas and are able to generate income 
from these areas. Oranges are a profitable upland crop and are increasing in area. Most 
households also gather Non-Timber Forest Products on a regular basis and may earn up to 
KN 100,000 per day for their gathering activities. Cattle farming is limited as there are few 
areas suited and most livestock is limited to pigs and poultry.  
 

2. Traders 

24. The cucumber, melon and vegetables market connections are characterized by many 
small collectors and traders that provide connections to local district, Xam Neua, other Lao 
provinces, and to Vietnamese border province markets. It is estimated that about 10 to 20% 
of cucumbers and watermelons are sold in local market though the spot traders and local 
traders (see Photo 1 below).  
 

Photo 1: Cucumber and Watermelon Roadside Market, Pongpoua Village, Vienxay 
District 

 
 



6 

 

25. The farmers have their own fruit spot in the main road of their village. This enables the 
local traders and consumers to buy the products and discuss business directly with the 
producers. For the past three years, the price of cucumber and watermelon has ranged from 
KN2,500 to 6,000 per kg in 2016, and from KN 2,000 to 5,000 per kg in 2018. The higher price 
of KN5,000 to 6,000 per kg is achieved at the early stages of harvest in April where the supply 
low, and will decrease to KN2,000 to 2,500 per kg in May when there is surplus supply.  
 
26. There are about 10 to 20 local vegetable traders based in Xam Neua district whilst a 
few traders are based in the other districts. The Xam Neua traders will come to the production 
area during the harvesting season with their own small trucks to buy about 1.0 to 1.5 metric 
tons of products per time. The transportation cost is about KN50,000 to 200,000 per load. 
Some local traders operate in the production area also transport the products to the market 
place in Xam Neua, Viengxay and to the border check point to Viet Nam. Traders will add      
KN1,000 to 3,000 per kg for their margin.  
 
27. Viet Nam is, however, the dominant market. The farmers, collectors and DAFO officers 
report that some of the cucumbers and watermelons produced in Viengxay district go further 
than the districts within Thanh Hoa and Son La provinces, and are also sold in Hanoi. More 
than 80% of the cucumbers and watermelons produced in the Nam Pua RSP are exported to 
Viet Nam through several channels: 

(i) To Thanh Hoa province and Hanoi city: Local collectors based in the production 
villages buy the products wholesale (based on the client order) and transport 
them to Namiao village near the border and sell them to Vietnamese traders 

from Thanh Hao province (Na Meo border gate). The local collectors buy about 
10 metric tons per week and they work with on a regular basis with a small 
number of Vietnamese traders based in Quan Son and Muong Lat districts of 
Thanh Hoa province. 

(ii) To Son La province, Son La city, and also to Hanoi city: Local collectors in the 
production villages buy the products based on the orders from the Vietnamese 
traders and transport them to Sop Bao district where they sell them to the 
Vietnamese traders. These traders travel via the Pa Hang border gate to Son 
La and sell their produce in Son La, Hoa Binh and Hanoi markets. 

(iii) There is a border trade market fair is organized in every Saturday in Namsouy 
and Namiao villages, in Viengxay. It is estimated that about 120 to 1804 metric 
tons of cucumber and watermelon are sold annually to Viet Nam through this 
market fair;  

(iv) Vietnamese traders come to the production areas in Viengxay, and other 
districts, and collect the crops for the sale on the Vietnamese markets; 

(v) Farmers and small traders cross the border check point from Namiao to Quan 
Son and Muong Lat district in Thanh Hoa and sell the crop products directly to 
the Vietnamese retail market and to consumers. This channel is developed 
though the close relationship between the Vietnamese traders and Lao traders. 

The Vietnamese will facilitate the communication with the farmers. After 
crossing the border, the wholesale price is KN5,000 to 6,000 per kg and the 
retail price is KN6,000 to 7,000 per kg. 

 
28. The Lao traders have to pay about KN300,000 to 400,000 per truck for border crossing 
fees. However, they do not pay any tax and fee to the Vietnamese authority. Small Lao traders 

find the border fee to be too high and prefer to sell their produce to Vietnamese traders in Lao 
and avoid the border fee. 
 

 
                                                
4 Estimated from 10 to 15 metric tons of cucumber and watermelon are sold per day for 12 weeks )March – May( 
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29. Houaphan province and Xiengsay district have no formal agricultural trader’s business 
association to support the many small and medium sized traders in the vegetable fruits sector. 
These small businesses have a limited relationship with either the Provincial Industry and 
Commerce Office (PICO) or with PAFO over agribusiness sector development issues. This is 
a major constraint to the agricultural sector’s economic development. The province projects 
considerable growth in vegetable production over the next five years and much of this will be 
sold on the export market to Viet Nam. Policies to build stronger small agribusinesses will 
provide better services to farmers and keep a greater share of the economic benefits in 
Houaphan are required.  
 

Moc Chau Safe Vegetable Development 
The potential for the Houaphan vegetable sector’s development is illustrated by the success 
of the Moc Chau safe vegetable project. Just across the border with Viet Nam in Son La 
province is Moc Chau district that is the site of a successful safe vegetable production project. 
Farmers in the project supply a number of Hanoi supermarkets and safe vegetable retailers. 

Their production and market connection development has been supported by a multi-donor 
project. The project farmers produced 31 metric tons in 2012 and this had dramatically 
increased to 420 metric tons in 2015. Farmer income from the sale of safe vegetables is about 
$18,000 per ha. 

 
3. Business Relationships 

30. Although there are many small Lao collectors and traders involved the cucumber, 
melon and vegetable market connections their relationships are quite stable. The very small 
farmer-collector- traders have a short market-connections and sell at the roadside, or Xiengxay 
district market, or in the Xam Neua market. Small quantities of produce are involved. These 
small operators have a good knowledge of prices and are able to adjust their supply to match 
demand and price.   

a. Vietnamese Traders 

31. More specialized district based traders have a stable business relationship with 
Vietnamese traders and communicate regularly with them. The volume of produce for each 
transaction tends to be dictated by the size of the trader’s vehicles: most traders have trucks 
that can carry one metric ton of produce. There appears to be very little opportunistic trading. 
The Vietnamese traders are the market connection leaders and communicate with the Lao 
traders over what quantities of products are required. The Lao small traders will aggregate the 
vegetables for the Vietnamese traders.  Business transactions occur at the market locations 
near to the border. The majority of current vegetable sales occur in the Thanh Hoa and Son 
La districts, and Thanh Hoa city. But a proportion of the vegetables eg higher quality garlic are 
sold in Vietnamese markets in other provinces and Hanoi. 
 
32. The Vietnamese trader led market connection is assessed as quite efficient, but one 
where it is quite difficult for the small Lao traders to strengthen their position and increase their 
share of profits. The risk for the Lao traders is that as crop production increases that the 
Vietnamese traders will expand their operations in the production areas, and take greater 
control over the market connection. 
 
33. Vietnamese traders report that the quality of the Houaphan vegetables is uneven. The 
size of the watermelons varies too much and the consumers find the taste varies. The quality of 
the onions and garlic is, however, assessed as very high. 
 
34. Some local traders are able to provide inputs to the farmers, such as seeds, fertilizers, 
agri-chemicals and inputs such as the plastic mulching material. These traders bulk buy the 
inputs and provide them to the farmers on a credit basis. These inputs are provided interest 
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free but ties the farmers to the trader for the sale of the produce and there are high penalty 
fees where the farmer is unable to meet the traders produce supply deadline, and repay the 
advance.  
 

4. Logistics and Infrastructure 

35. Road improvements in Houaphan and Viet Nam have also greatly reduced travel to 
times to local and Vietnamese markets in Thanh Hoa, and Son La, as well as Hanoi, as 
highlighted previously. The Pa Hang border gate is also scheduled to be upgraded in the near 
future. All these factors make the logistics for the supply of Houaphan agricultural produce to 
higher value markets in Viet Nam much easier.  
 
36. Cool store facilities are lacking and limit the opportunity for the traders to aggregate 
their products, assemble larger loads, and be more efficient with their logistics and timing of 
delivery to markets. Small cool storage may enable the traders to better target higher value 
markets especially if combined with a market connection cool chain transport network.  
 
37. Currently it is the Vietnamese traders who are taking advantage of the improved 
infrastructure. The challenge is for the Houaphan province to develop policies and measures 
that will enable the provincial and district based traders to expand their trading activities to the 
Viet Nam markets. 
 

5. Quality Assurance 

38. There are no quality assurance (QA) systems in place for the vegetables and fruits 
produced in the RSP. For the markets in the province and in Viet Nam there is no requirement 
for QA. There are however, regular random checks for chemical residues for the rice, fruits 
and vegetables sold in the provincial markets. These results have shown that the rice, fruits 
and vegetables produced in Houaphan province have low chemical residues and conform to 
the national standards. But if the vegetables and fruit are to be sold to higher value markets, 
such as supermarkets in Hanoi, then the farmers and the traders will need to comply with an 
accredited certification, and perhaps a traceability, system. 
 

6. Resources 

39. Farmers have limited support for production technology, marketing information and 
finance. Most of them have relied on their experience to improve their production systems, 
and will require more specific technical advice to produce higher value irrigated crops. The 
more entrepreneurial RSP farmers do not consider sources of funds for inputs and any 
equipment to be a constraint. Traders, however, do have funding constraints and this limits 
the expansion of their businesses and ability to compete with Vietnamese traders. 
 
E. Cross cutting issues 

1. Gender 

40. Crop production in the dry season is managed by women and they also have main role 
in the marketing of the crops. Men are responsible for the more physical tasks including 
cultivation. Expansion of the dry season crops will increase the women’s work demand but the 
more entrepreneurial women farmers will either rely on family labor or will hire labor to meet 
the increased demand.  
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2. Environment  

41. Currently the Xiengxay cucumbers, melons and vegetables are produced with low 
levels of agri-chemical inputs. This is recognized by consumers in Lao and in Viet Nam and is 
one of the reasons for the higher demand for these Houaphan produced crops. The increased 
use of agri-chemical inputs will impact upon the safe food perception of the consumers and 
also lead to some risks for soils and water quality. The Project will need to promote Good 
Agricultural Practices associated with the intensification of dry season crop production to 
ensure that the low agri-chemical use reputation is maintained and that there is no 
environmental risk. 
 
F. Conclusion 

42. There is a strong demand for Houaphan cucumbers, melons and vegetables in 
provincial markets and the Viet Nam export market in the border provinces. Over 80% of these 

products are sold to on the cross border Vietnamese markets and that demand is expected to 
continue to grow. Houaphan has an established reputation for low agri-chemical use on their 

crops and this is an important factor in the demand for cucumber, melons and vegetables. But 

the current cross border district market customers are not prepared to pay a higher price for 
the Houaphan vegetables, and this will limit the financial returns to the irirgation farmers. An 
important factor in the increased Vietnamese market sales is the ongoing upgrading of roading 
infrastructure in both Houaphan, and also in Viet Nam. Markets in the nearby Vietnamese 
provinces of Son La and Thanh Hoa can be reached in one to two hours. Travel time to Hanoi 

has also been reduced to less than five hours and will reduce more in near the future.  
 
43. Houaphan, through the combination of its strategic location, and the low agri-chemical 
input reputation of its crops products is well positioned to target higher value markets in Viet 
Nam. To fully capitalize upon the higher value market opportunity, however, the Houaphan 
farmers need to produce certified and traceable vegetables, melons and cucumbers that can 
be sold in the Hanoi supermarkets and safe food retail outlets. Otherwise they will continue to 
compete in low value markets where profit margins are low. Houaphan’s altitude also provides 
the opportunity for out of season crop production for Hanoi and other markets. 
 
44. Vietnamese traders dominate the cucumber, melon and vegetable market 
connections, and the Houaphan traders essentially act as collectors for them. The Houaphan 
traders are all small and do not have the financial resources to expand their businesses and 
compete to supply the Vietnamese markets.  There is a real risk that the Vietnamese traders 
will continue to increase their activities in Houaphan and become more dominant in the 
cucumber, melon and vegetable export market connections. Moreover, there is no Houaphan 
agribusiness association for the local small traders and no provincial strategy to assist small 
traders to develop their role in the agribusiness sector.  
 
45. There are a small number of more entrepreneurial Nam Pua scheme farmers that 
produce cucumbers, melons and vegetables for local and export markets. With the scheme 
upgrading and more efficient water deliver these farmers, and other farmers, can increase dry 
season crop production. The farmers will need some technical advice to produce more 
intensively, and to better target higher value markets. Increasing their income, however, 
requires much better connection with higher value markets.  
 
46. For the vegetable, melon, cucumber and other crop producing farmers to exploit higher 
value market opportunities several initiatives need to occur: (i) more effective market 
connections where there is more information shared over prices and quality requirements; (ii) 
implementation of a retailer compliant certification and traceability system, and; (iii) 
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development of a market connection cool chains where the products have cool storage and 
transportation to retailers.  
 
G. Opportunity and Gaps 

1. Opportunity 

47. Developing the production of cucumbers, melons and vegetables that are certified and 
traceable and marketed to higher value markets in Viet Nam, especially Hanoi, is the 
opportunity for the Nam Pua irrigation scheme farmers. There is already a core of 
entrepreneurial Nam Pua farmers and the potential to connect with higher value markets is 
constrained by weak market connections. There are with many small local traders but the 
bigger Vietnamese traders dominate the market connections.  For the farmers to supply higher 
value Viet Nam markets, and increase their income, the market connections need to be 
strengthened. These must involve both the local Lao traders and the Vietnamese traders. 
Developing market cool chains that facilitate the supply of higher quality certified products to 
supermarkets and safe food retail outlets is an opportunity to target the growing Hanoi market 
demand for safe vegetables. 
 

2. Gaps  

48. Gaps that limit the growth development of the Nam Pua cucumbers, melons and 
vegetables market connections are: 

(i) Houaphan provincial agencies advice and direction for the growth of the 
vegetable production sub sector is not yet well developed and lacks specific 
policies and measures to exploit the Viet Nam high value market opportunity;  

(ii) Farmers lack market knowledge of the requirements for, and connections with, 
potential higher value Viet Nam market opportunities; 

(iii) Farmers have limited access to funds for on-farm investments, such as green 
houses, that will enable them to produce better quality higher value crops over 
a longer production season; 

(iv) The Houaphan agribusiness sector is not well developed and consists of many 
small traders that have limited access to resources and agribusiness 
information to grow their small business operations;   

(v) Traders and small agribusiness operators have limited access to funds to 
upgrade their market connections activities to connect with higher value 
markets through investment in cool stores and cool storage transport vehicles;   

(vi) Limited formal business relationships between Houaphan and Viet Nam 
agribusiness to take advantage of the Viet Nam market opportunities;  

(vii) No quality assurance certification and traceability systems that retailers of 
higher quality safe food products require;  

(viii) Farmers need to better develop their production skills and knowledge to 
successfully grow certified cucumbers, melons and vegetables, and to achieve 
higher market prices for them; 

(ix) Farmers need to learn to plan the crops to grow over the dry season crops 
based upon the crop’s profitability and in response to the market demand.  

 
II. XIANGKHOUANG CROP MARKETS  

A. Introduction 

49. The Nam Tong Representative Sub Project (RSP) covers three villages and 173 ha of 
irrigated land associated with headworks 2 and 3. (H2 and H3)5. There is a small area of crops 

 
                                                
5 This does not include the 21 ha associated with Ban Xuan. 
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currently grown over the dry season on the Nam Tong RSP due to the low water availability 
over the dry season. Damage to the Nam Tong scheme three years of construction had led to 
the low dry season water availability. Upgrading of Nam Tong scheme will enable irrigation of 
the full 173 ha over the dry season where there will be the opportunity to grow a range of 
crops.  
 
50. Khao Kay Noi or small chicken rice is the main crop production during the wet season. 
Dry season rice cultivation is not possible in the Nam Tong RSP area due to cooler 
temperature and the prevalence of misty conditions. The small areas of dry season crops, 
mostly vegetables, chili and garlic, are in strong demand and producers report that they are 
unable to meet the traders’ requests for the supply of these crops. Farmers in Nam Tong RSP 
indicated strong interest in developing dry season crops, and also forages to improve livestock 
production. The Nam Tong catchment area has about 1,200 head of cattle, an average of 5.8 
head per household. Cattle raising is extensive with free grazing on the paddy fields eating 
the rice straw over the dry season and then kept in a shelter over the wet season with some 
cut and carry feeding and outside grazing.  
 
51. The market connection and agribusiness development analysis assesses the market 
demand for the current dry season products and identifies the main market connectivity issues 
associated with their increased and expanded production. The main RSP products of 
vegetables6, garlic and cattle fattening have been assessed. This market connection paper 
assesses the crops and the cattle market connection is assessed in a separate paper. There 
is also separate market connection assessment paper for the tea grown in the upper Nam 
Tong catchment (Ban Xuan). 
 
52. This paper includes the vegetable and garlic value chain. The main dry season 
vegetables produced under irrigation in Xiangkhouang and sold to markets outside the 
province are a mix of vegetables: Cabbage, mustard green, Chinese cabbage, chili, drill, 
lettuce, yard long bean, tomato, and green eggplant. The reason for this is that the quantities 
produced and marketed are small and they are sold to the same markets.  
 
B. Markets 

53. Vegetable and garlic producers from Xiangkhouang province have responded slowly 
to market opportunities in Vientiane City market and other provincial markets slowly as shown 
in Figure 1 below. Agroecological features in Xiangkhouang province influence the timing of 
crop production and supply of products to the market. The vegetable and garlic from 
Xiangkhouang province have good reputation for low-chemical inputs, and for their taste due 
to the climate, soils and farming practice. 
 

 
                                                
6 Vegetables includes both organic and more conventionally produced vegetables 
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Source: Xiangkhouang PAFO Annual Reports, 2013 – 2017 

 
1. Vegetable market 

54. Chinese cabbage, cabbage and mustard green are the main vegetables from 
Xiangkhouang that are sold to markets outside of the province. The others are chives, lettuce, 
coriander, and chili, which are supplied to the Louangphabang market only. Vientiane city and 
Louangphabang wet markets are the main market destinations for Xiangkhouang vegetables, 
accounting for 12.5% and 5.3% of vegetable (leafy) produced in 2017, respectively. About 
3,600 metric tons of Xiangkhouang vegetables were sold in both markets (see Table 1 below). 
 

Table 1: Production Quantities and Prices for Xiangkhouang Vegetables  

Type of 
vegetable 

Quantity (metric tons/year) 

Price (KN/12 kg) 
Vientiane 

Market 
Louangphabang 

market 
Total 

(tons/year) 

Chinese cabbage 1,997 434.88 2,432 
Dry season: 10,000 - 15,000 
Wet season: 30,000 – 50,000 

Mustard green 194 70 264 
Dry season: 10,000 - 15,000 
Wet season: 25,000 – 40,000 

Cabbage 360  360 
Dry season: 10,000 - 15,000 
Wet season: 25,000 – 40,000 

Mix-vegetables  576 576  

Total 2,551 1,081 3,632  

Source: Market survey in April 2018 (estimated from 8 local collectors) 

 
55. The Xiangkhouang vegetables represent about 10% of the Vientiane market demand 
(estimated in 2010 by the Superchain project7). The main supply season is December to 
March, which coincides with the early stage of the market surplus period. The Chinese 
cabbage is the vegetable that the traders can sell all year round and this explains the high 
supply volume of that vegetable. The wholesale price of dry season Chinese cabbage is                 

 
                                                
7 Linking rural poor farmers with supermarkets and other quality distribution chains or Superchain project was an 

IFAD/Malica project operated in Viet Nam and Laos between 2008 to 2010. The project was coordinated by 
CIRAD. The main objective of Superchain project was to inform farmers on the new demands for food quality 
and safety and support their decisions on different marketing options. The project in Laos focuses on chemical-
limited vegetables and sticky rice of Xieng Khouane province. 
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KN10,000 – 15,000 per 12 kg package. Other local vegetables the Vientiane market are from 
Vientiane capital and Champasack provinces. Local production cannot keep up with the 
demand in the wet season and vegetables are required to be imported from Thailand. The 
proportion of imports is estimated at about 30% of the total vegetable products sold in the 
Vientiane markets. According to traders and consumers, however, the favorite places of 
product origin are the local, including Xiangkhouang province. Xiangkhouang vegetables are 
well known for their good visual quality, freshness, good taste and their high reputation for low 
chemical residues. 
 

2. Garlic market 

56. Garlic from Xiangkhouang province is sold on a number of markets that include the 
local market, Louangphabang, Vientiane City and also exported to Viet Nam. The 
Xiangkhouang garlic is a single bulb garlic, which has a good reputation for health benefits. 
Lao consumers believe that the single bulb garlic has the medical properties, such as blood 
purifier, and prevents heart disease and cancer. This type of garlic can use in the kitchen as 
well as the pickled in honey or sugar. The Lao Agro-Processing Company (Ban Kern, 
Vientiane province) processes about 60 metric tons per year of pickled garlic. The company 
buys the raw garlic from the farmers in Kham district in Xiangkhouang province. It may also 
provide the credit to some garlic farmers. The company buys the garlic at KN6,500 per kg. But 
the company is responsible for the post-harvest activity (stem cutting, drying, and peeling). 
The processed garlic market is Lao only and there is little growth in that market.  
 
57. For the raw garlic the main markets are Vientiane Capital, Louangphabang and 
Xaignabouli province. The quantity sold to Louangphabang and Xaignabouli is estimated 
about 200 metric tons per year. The price of garlic fluctuates from KN6,000 to 10,000 per kg 
(see Table 2). 
 

Table 2: Price of Garlic in Wet and Dry Season (KN/kg) 

Season Farm gate price Wholesale price 

Dry season price 6,000 – 13,000 8,000 – 15,000 

Wet season price 15,000 – 17,000 19,000 – 20,000 

Source: Interview with the Xiangkhouang traders, April 2018 

 
58. According to the traders’ assessment there is a strong demand for garlic in the local 
markets. They observed that the number of garlic traders has been increasing each year and 
it has become more difficult to obtain the quantity required by the buyers. The new traders pay 
a high price to producers in order to obtain the required amount. Some traders even provide 
some financial support to the producers to ensure the volume of garlic that they require. 
 
59. Market growth for the main RSP dry season crops of vegetables and garlic will be in 
the Vientiane market, and in other provinces, including Louangphabang province. Analysis of 
market prices for selected vegetables in the Vientiane market shows that an opportunity exists 
for wet season vegetable supply. This is when other local sources cannot supply, and imports 
from Thailand are required to meet the demand. The vegetable price for Chinese cabbage 
over June, July and August is KN35,000 to 50,000 per 12 kg package as compared to                       
KN10,000 to 15,000 per 12 kg package in the dry season. To exploit this market opportunity 
farmers would, however, need to change from producing wet season rice. In addition, there 
would need to be improved product handling during the transportation to maintain the quality 
and be competitive in the market. 
 
60. There is a potential opportunity for the supply of soybeans and legumes to XP Trading 
for their pig production units. The XP Trading company will have a pig production unit in full 
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operation in Xiangkhouang province by early 2019, and they want to access legumes and 
soybeans from local farmers. There are no plans by XP Trading company to have formal 
contractual relationships with farmers for the supply of feed for the pigs at this stage. But the 
XP Trading company has stated that they are prepared to pay KN3,500 per kg for factory 
delivered sun dried soybean (38% protein) and will also purchase legumes (mung beans) 
delivered by farmers to the XP Trading pig processing unit. 
 

3. Market Connection Actors 

a. Producers 

61. Irrigation crop production is dominated by wet season rice, with some dry season 
crops that includes vegetables, garlic and shallots grown. Organic vegetable production is 
both a wet season and dry season activity, but only on a small scale (an average of 0.2 ha per 
household). Rice and the other crops produced on the irrigated area are only part of the overall 
farming systems that incudes cattle. For Ban Xuan village, the spring tea and also some wet 
season tea, is harvested8. 

62. Vegetables are grown in Mieng-Nalam and Khangviegn villages in the Nam Tong 
scheme, where both conventional and organic cropping systems are found. Organic vegetable 
production has been supported through the Provincial Agriculture and Forestry Office (PAFO) 
Xiangkhouang and Lao NGO named “SEADA” for a number of years. There is a specialist 
Xiangkhouang organic market place in the city. The organic vegetable producer’s group has 
about 35 members (20% of total households in the two villages) produces about 100 kg of 
mixed vegetables for the organic vegetable market. The organic vegetable market in 
Xiangkhouang, however, is limited (estimated to be about 10% of the total local vegetable 
market) and is now fully supplied. Organic vegetables are sold in other provincial vegetable 
markets (Vientiane capital and Louangphabang) as conventional vegetables with no premium 
even though they are organic.  

63. Unreliable dry season water supply in one reason given by the Nam tong farmers for 
the lack of dry season crops grown on the irrigation scheme. Lack of information about market 
opportunities is the other reason. The farmers have limited information about markets and are 
concerned about market risk for products such as vegetables and garlic. Farmers have also 
experienced previous situation where they have been encouraged to grow crops for markets 
that did not eventuate and their only option was to off-load the produce onto the local market. 
Organic vegetable production will not increase as the Xiangkhouang market as demand has 
been met and there are no other organic market opportunities. 

64. Farmers access to working capital for production inputs varies and is a factor that 
may limit some RSP farmers from growing crops over the dry season. There is access to 
working capital through village funds but this varies between villages. Interest rates also vary.  

65. Farm labour supply is a constraint that will influence the adoption and expansion of 
dry season crops. Farm household labour ranges from 1.86 to 2.83 people and any additional 
labour needs to be hired. The demand for labour in Xiangkhouang province is strong and this 
increases the cost of hired labour for farmer. Wage rates at peak season are KN10,000 per 
hour and need to be arranged well in advance.  

 
                                                
8 The tea market connection analysis is presented separately. 
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66. Expansion of labour intensive vegetable crops is likely to be initially limited due to the 
labour constraint. Lack of working capital may also limit the rate of adoption rate of vegetables, 
garlic and other crops, as well as cattle fattening over the dry season.  

b. Traders  

67. The Xiangkhouang vegetable chains have no dominant chain leaders as the chain 
businesses are all small operators and there are some complicated interactions between the 
various chain operators. The main function of vegetable traders are essentially the 
organization of purchasing, supply and transport and selling to both retailers or local market 
traders. The small size of the main traders and the lower quantities involved means that other 
vertical linkage functions in the market connection are limited.  
 
68. For trading outside the province, the vegetable connection is coordinated by a several 
local collectors based in the town and they sell to a mix of market-based traders and retailers 
in Vientiane Capital or other provinces. The local collector will travel two times per week to the 
market place during the peak season (December to March). They will transport about five to 
180 metric tons of vegetables per month. Vegetable from Xiangkhouang are transported over 
the 10 pm to 2 am time period and will be loaded at the Oxi market (30 km from the Vientiane 
City) where is the wholesale market for the vegetables from Northern Lao. The market traders, 
who are based at the market place, will resell the vegetable purchased from the Xiangkhouang 
collectors to the market retailers.  
 
69. No traders are involved in the organic vegetable market connection and the organic 
producer’s group is responsible for selling at the Xiangkhouang organic market in the town. 
The organic producer’s group is responsible for the transportation of their product to the 
market place. The organic vegetable market operates twice per week and the sale volume of 
organic vegetable is 2 metric tons per month. 
 
70. Garlic is also coordinated by smaller traders and sold to the Vientiane market, 
Louangphabang and Viet Nam. The sale of garlic in Viet Nam are coordinated by Vietnamese 
traders that work with Xiangkhouang traders and collectors. 
 

4. Value Creation 

71. Traders create value for some products through their cutting and packaging of 
vegetables for sale in Vientiane market. The organic vegetable producers create value by 
following the organic production requirements. Sale at the organic markets also provides the 
opportunity to capitalize upon organic production status. 
 
72. For potential markets such as soybean there is not expected to be value creation by 
sorting or grading as the soybean will be all processed for feed regardless of grain size.  
 

5. Business Relationships 

73. The collectors, and the other chain partners and retailers have established business 
relationships and work in a cooperative manner. There is regular communication with the 
farmers and retailers over demand for products. This leads to stable business relationships 
even though the volume of produce may be small. The business relationships between the 
traders and producers are limited in their scope however. Farmers in the Nam Tong RSP have 
limited awareness of market opportunities for vegetables, garlic and other crops.   
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6. Logistics and Infrastructure 

74. The lead traders organize the logistics through the use of trucks and pubic buses (for 
small quantities) to transport the products. Roading infrastructure is quite well developed and 
provides the opportunity for Xiangkhouang to supply markets in Vientiane. Neither logistics or 
transport infrastructure are a constraint to growing and developing markets for vegetable and 
other crops in Vientiane capital and another province. 
 

7. Quality – Assurance and Maintenance 

75. Xiangkhouang has a reputation with the Lao consumers for producing vegetables and 
garlic with low use of agri-chemicals. There are, however, no formal quality assurance (QA) 
measures in place for garlic. Organic vegetables have their compliance certified by the Lao 
organic certifying body 9. The certification cost has been supported in the past by the projects. 
For the garlic and vegetable markets, QA is not an issue that influences price, or the demand 
for the product.  
 

8. Institutions 

76. Trader businesses need to be registered for operation in the district or province (for 
overseas businesses) and this is the main institutional requirement. Other than this the market 
connection linkage members have no formal institutional requirements. Farmers have a limited 
relationship with DAFO and make little use of extension services to grow their vegetable crops 
and garlic. The organic vegetable growers have received extensive training from development 
projects. Development of the organic farmers’ group into a cooperative creates a requirement 
for the group members to fund the operation of the cooperative which is an extra cost for them.  
 

9. Resources 

77. The collectors and traders have operating capital constraints and limited access to 
capital to invest in facilities. Despite these constraints the traders are able to operate efficiently 
and sell the products to retailers and other market based traders. Capital constraints limit their 
ability to grow their businesses and develop any services to create more value. 
 

10. Cross Cutting Issues 

a. Gender  

78. Production of vegetables and garlic relies heavily upon women to grow the crops and 
expanding the dry season production of these crops will increase the labour demand upon 
women. This is a critical factor to the expansion of dry season crop production and will 
constrain expansion unless the farmers are prepared to hire more labour. Cattle are less 
labour intensive and men are mainly responsible for cattle related work. 
 

b. Environment:  

79. Use of agri-chemicals for dry season crop production is a potential environmental 
issue. But it is expected that agri-chemical use will be limited and the farmers will be provided 
with technical advice over the safe use of agri-chemicals. 
 

 
                                                
9 Department of Agriculture in the Lao Ministry of Agriculture and Forestry. 
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C. Conclusion 

80. The small but evolving garlic and vegetable market connections that operate in 
Xiangkhouang are assessed as efficient. The Xiangkhouang traders have good connections 
and long-time business relationship with markets in Vientiane capital and other provinces, and 
some products are also sold in Viet Nam. Dry season crop production has grown steadily in 
the province in response to the demand from these markets. According to Vientiane market 
retailers there are opportunities for Xiangkhouang farmers to increase their supply of more 
specialist products such as Chinese cabbage, chili, and mustard green in the wet season. 
However, this opportunity needs to ensure that the vegetables are consistent with market’s 
quality expectations for vegetables from Xiangkhouang.  
 
81. Only a small area of the Nam Tong RSP currently has dry season production of 
vegetables and garlic. Increasing production of these crops on the Nam Tong scheme will 
require the farmers to have much better information about dry season crop market 
opportunities. The farmers will also need to be sure that there will be a reliable supply of water 
over the dry season. Expanding the dry season crop production will be constrained by the 
limited household labour available on each farm, and this will limit the rate of adoption of the 
dry season crops by the farmers.  
 
82. Traders connected the Xiangkhouang farmers and the markets are small businesses, 
the volume of produce traded is small, and they lack the capital expand their business 
operations. Their small size limits their capacity to better engage with a wider group of farmers 
and to encourage the farmers to grow dry season crops and capitalize upon market 
opportunities. 
 
D. Gaps and Opportunities 

1. Opportunity 

83. Higher value crops and cattle finishing over the dry season are the major opportunity 
for the Nam Tong irrigation scheme farmers. Financial analysis shows that the gross margins 
for the dry season crops are: KN6.6 million per ha for conventional leafy vegetables, KN11.2 
million per ha for garlic, and chili at KN10.9 million ha. 
 
84. An opportunity also exists for the vegetable and garlic traders and farmers to undertake 
more value adding.  
 

2. Gaps 

85. Gaps that limit the growth and development of the Nam Tong crop market connections 
are: 

(i) Farmers and traders lack market knowledge and information and connections 
with potential market opportunities both locally, in other provinces and 
Vientiane, as well as for Viet Nam markets; 

(ii) Farmers, village groups and traders have limited access to investment funds 
for small scale processing that will add value to their products; 

(iii) Provincial agencies advice and direction for the growth of the product sectors 
is not limited in its scope and farmers and traders lack analytical information 
about current and emerging market opportunities; 

(iv) Farmers need to better develop their production skills and knowledge to 
successfully grow higher value vegetables, garlic, chili, and other crops, and to 
achieve higher market prices for them; 
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(v) Farmers need to learn how to produce fodder crops for cattle finishing, better 
grazing management, and to be able to access fencing equipment for improved 
grazing management on the irrigated fodder crops.  

 
III. LOUANGPHABANG CROP MARKET  

A. Introduction 

86. The Nam Seng Representative Subproject (RSP) was constructed in 2008 and 
currently there are 350 ha irrigated (known and MC 1 and 2). Upgrading of the Nam Seng 
scheme will also enable 264 ha (3 additional villages) that is not currently irrigated to be 

irrigated in both the wet and dry season. Irrigation efficiency on MC 1 and 2 will also be 

improved.  
 
87. Rice production in the wet and dry season is currently the main product from the Nam 
Seng scheme. Over the last five years some farmers have rotated rice plots into the peanuts 
and garlic production area in dry season because there are high market demand and high 
value-added. The peanuts and garlic cultivation land in the Nam Seng scheme was about 124 
ha in 2017, a two-fold increase from 2014. Nam Seng is one of main production area for rice 
in Louangphabang province and about 13,000 metric tons of paddy rice was produced 
annually from the Nam Seng scheme in 2017. This is about 20% of the province’s annual rice 

production. 
 
88. Commercial livestock production is not considered as a priority for the farmers in the 
Nam Seng RSP due to the limited land suitable for livestock production. Cattle are commonly 
raised on the rice field during the dry season and kept close to home during the wet season 
or in the other pasture land. There is sometimes conflict between the cattle farmers and dry 
season crop farmers.  
 
89. The Market connection analysis assesses the market demand for the current dry 
season products and identifies the main market connectivity issues associated with their 
increased, and expanded, production. This paper includes the garlic and peanuts market 
connection, which are the main dry season crop that the farmers in the Nam Seng RSP 
expressed a strong interest to develop more in the dry season. In addition, production of 
soybeans is considered as a potential dry season crop in the Nam Seng RSP. Some market 
information on the soybean is included in this paper.  
 
B. Markets  

90. Demand for peanuts and garlic is reported to be strong for the local market. There is a 
limited export market for these two crops. The main market of garlic and peanuts from the 
Nam Seng RSP are Louangphabang city and Vientiane Capital markets. But traders have been 

unable to gather the quantities they require from the farmers in the Nam Seng RSP. The garlic 

and shallots from the Nam Seng RSP have a good reputation for their aromatic features and 
thin skin which is easy to peel.  
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Photo 1: Garlic and Shallot produced by the Nam Seng RSP Farmers  

 
 
91. Garlic from the Nam Seng RSP is a multi-bulb garlic or "culinary" garlic (see Photo 1 
above), which is different from the single bulb Xiangkhouang garlic. In Vientiane City market, 
traders sell the peanuts and raw garlic from Viet Nam during in dry season because it is difficult 
to get supplies of Lao produced peanuts and garlic. The supply season of the local products is 

short, however, and the local producers can only supply from January to March each year. 
Demand for raw garlic in Vientiane capital wet market is estimated about 120 to 240 metric tons 
per year (Superchain project, 2008 – 2010)10.  
 
92. According to the Vientiane traders’ assessment there is a strong demand for the 
peanuts and garlic in the Vientiane markets and farmer gate prices remain in the medium 
range (Table 1). More than half of garlic traders (who sell only Vietnamese sourced garlic and 
peanuts) interviewed by the Superchain project did not sell the Lao peanuts and garlic 
because it was difficult to find the suppliers.  
 

Table 1: Price of Garlic and Peanuts in Wet and Dry Season in Louangphabang 

Item Season Farm gate price 
(KN/kg) 

Retail price 
(KN/kg) 

Garlic Dry season price 8,000 – 10,000 10,000 – 15,000 

Wet season price 15,000 – 17,000 20,000 – 25,000 

Peanuts Dry season price 3,000 6,000  

Wet season price 3,000 6,000 
Source: Interview with the producers and traders, April 2018 

 
93. Despite the quiet strong market demand in Vientiane city for garlic and peanuts farmers 
in the Nam Seng scheme have not responded to this market opportunity (see Figure 1). 
 

 
                                                
10 Linking rural poor farmers with supermarkets and other quality distribution chains or Superchain project is an 

IFAD/Malica project operated in Viet Nam and Laos between 2008 to 2010. The project is coordinated by CIRAD. 
The main objective of Superchain project is to inform farmers on the new demands for food quality and safety 
and support their decisions on different marketing options. The project in Laos focus on chemical-limited 
vegetables and sticky rice of Xieng Kouang province. 
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Source: Louangphabang PAFO 

 
94. In addition, there is a potential market for the processed garlic (fried garlic, Jiew bong11, 
etc.) that needs more assessment in the future. 
 
95. The Hailin Fresh Soybean Development Company Com. LTD is a Chinese owned 

company that grows soybeans on rent land and exports green soybeans for the China market. 
Operating from its base in Xaignabouli province the Hailin company plans to have 1,000 ha of 
irrigated land rented for soybean production. In 2017 and 2018 the company only managed to 
rent 184 ha in Xaignabouli and plans to seek irrigated land to rent in Nane district in 
Louangphabang. The agroecological features of the Louangphabang and Xaignabouli 
provinces provide the company with the opportunity to sell on the China green soybean market 
before the Chinese main season harvest occurs.  
 
C. Market connections 

1. Producers 

96. The farmers in the Nam Seng irrigation scheme have a mix of upland, and irrigated 
land and the 264 ha land that is currently unirrigated in the wet and dry season. Rice is the 

main wet and dry season crop on the irrigated area. The unirrigated lowland area also grows 

wet season rice and some crops over the dry season. Once the Nam Seng scheme is upgraded 

the farmers on the 264 ha of currently unirrigated land will be able to grow an increased area 
of dry season crops.  
 
97. Dry season crops on the Nam Seng scheme are peanuts and garlic with the peanuts 
being grown in both the wet and dry seasons. Wet season peanuts are grown on the upland 
areas their proportion is higher than the dry season (70% vs 30%). In the dry season, the 
peanuts are usually growth after the harvesting of the garlic (April to June). About 280 metric 
tons of peanuts (both wet and dry season production) and 240 metric tons of garlic are 

 
                                                
11 Jeow bong is a sweet and spicy chili paste (traditional receipt of Louangphabang) made with chilies, garlic, 

shallot and other ingredients commonly found in Laos. Jeow bong is one of processed food that the 
Louangphabang visitors will buy and consume, especially the local and Asian visitors.  
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produced annually from the Nam Seng scheme. These amounts represent 30% and 9% of the 
total production of these crops in Louangphabang province respectively. 
 
98. Although, almost farmers in the Nam Seng scheme grow these crops, the production 
area per household is still small (about 0.2 – 0.5 ha per household) as the farmers 

predominantly grow rice over the dry season. Production of dry season rice has an impact 

upon the opportunity to grow other crops such as garlic and peanuts. The use of flood irrigation 

for the rice limits the areas where garlic and peanuts can be grown as garlic and peanuts 
cannot grow under a flood irrigation system. To capitalize upon the opportunity to grow higher 

value crops after Nam Seng scheme is upgraded the farmers must modify the dry season 
production system away from rice and ensure that there is an efficient irrigation system for 
peanuts, garlic and other higher value crops. 
 
99. Soybean is not currently grown under rental agreement with the Hailin company on the 
Nam Seng scheme. But after the scheme upgrading soybean is one of the crops that is 
expected to be grown over the dry season. The soybean production of Louangphabang 
province is currently low and was 475 tons in 2017, which is a slight increase of 7 % from 
2016. The yield of soybean is low only 1.24 metric tons per ha largely because the farmers 
still use the local variety. Xieng Gneun district is the current production area of soybean in 
Louangphabang. This district is where a Thai private company used to promote soybean to 
the farmers through a contract-farming model12.  
 
100. Timing of the sowing and harvesting of the soybeans for the Hailin company will be 
important so that the green bean can reach the China market when the supply is low and price 
is high.  
 
101. Upland farming activities are cattle and buffalo, maize, jobs’ tears and upland melon. 
Maize and Jobs tears are the main cash crops and livestock are a lower priority. The Jobs’ 
tears are sold to Chinese processors and there are four companies with five factories 
operating in Nane district. Maize is sold through traders to local poultry and pig farmers and is 

also exported to Thailand. 
 
102. Farm labour averages 3.44 people per household across the Nam Seng scheme and 

is not considered as a constraint to increasing farm output. The rental agreement to grow 

soybeans will reduce the labour demand over the dry season and farmers will have the option 
to be contracted for some tasks such as harvesting.  
 

2. Traders  

103. Local collectors came to the village and immediately buy the garlic and peanuts after 
harvesting. Currently, the farmers do not undertake any post-harvest activity. Local collectors 

are responsible for the transportation from farm to their warehouse and the farm gate price is 
8,000 – 10,000 KN per kg for garlic and 3,000 KN per kg for the peanuts. The collector will 

travel to Louangphabang city or to the Vientiane city market when they have enough quality 
of garlic to sell (9 metric tons per week). 

 
                                                
12 In 2004, a private company called Vilaykhoun International Import-Export Company Limited initiated a contract-

farming with the farmers Xiengeun District for the soybean production (900 ha, 74 villages). The company 
provided the seeds imported from Thailand at a cost of 8,100 KN/kg. Rhizobium inoculant is provided to farmers 
at a cost of 8100 KN/200g pack. The company bought the product at an assured price of 1,500 to 2,000 KN/kg. 
The cost of inputs provided earlier was deducted first and the remaining balance was paid to farmers. It was also 
possible to repay in kind at the rate of 4 kg soybean seeds per kg of input.  
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3. Value Creation 

104. Value creation occurs to a limited extent for the raw peanuts and garlic by the cleaning 
and packaging. The volume of produce is small and in 2017 there was just 280 metric tons of 

peanuts produced in the Nane district. There is no value adding for the raw garlic.  
 

4. Business Relationships 

105. The business relationships between the small traders and other market connections 
partners are well established and stable. Nane district has over 40 registered trader 

businesses and there is regular communication with farmers and other market connection 
members. The Vientiane peanut traders also have well established cooperative business 

relationships with the Nane district farmers and collectors. 
 

5. Logistics and Infrastructure 

106. There is good access to the Nam Seng scheme villages and from Nane district to other 
locations in Lao PDR.  
 

6. Quality – Assurance and Maintenance 

107. Quality assurance is not an issue for the garlic and peanuts. The soybeans that will be 

exported to China must comply with the Chinese import regulations. 
 

7. Resources 

108. The collectors and traders are predominantly small businesses and have operating 
capital constraints and limited access to capital to invest in facilities. As for the traders on all 

the other RSPs capital constraints limit their ability to grow their businesses and develop any 
services to create more value. 
 
D. Cross Cutting Issues 

1. Gender 

109. Women have an important production role for garlic and peanuts. Household labour 

supplies are higher for the Nam Seng scheme than in other RSP locations. It is not expected 
that the increases in dry season crop production will significantly increase women’s labour 

demand. Renting of land for soybean production will reduce the labour demand for both women 

and men over the dry season. 
 

2. Environment 

110. The main environmental risk is for the soybean market connection. The company will 

need to manage the use of agri-chemicals to ensure that their use complies with the Lao 

regulations for on-farm use and also with the regulations for importation to China. Soybeans 
and peanuts grown in cropping rotations with wet season rice will contribute to improved soil 
health and lead to better wet season rice yields.  
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E. Conclusion 

111. Nam Seng scheme upgrading provides the opportunity for the irrigation schemes 
farmers to grow high value crops over the dry season and increase their incomes. Moreover, 

there will be an additional 264 ha of land irrigated that has considerable potential for high value 
dry season cropping options. For the Nam Seng scheme farmers to take full advantage of the 
scheme upgrading, however, they must change from their current practice of growing rice over 
the dry season and instead grow higher value crops over the dry season. 
 
112. Crop opportunities are many and include the expansion of garlic and peanuts, growing 
some fruit vegetables such as watermelons, Leasing land for the growing of soybeans is a 
new opportunity that has several advantages, and other crop opportunities will also emerge.  
 
113. Creating stronger market linkages for peanuts, garlic and vegetables between 
producers and the small and bigger traders and retailers is required. This involves better 

market information and facilitating connections for the producers and traders with retailers and 
processors in both Louangphabang and Vientiane city. Value adding for products such as 

peanuts will increase returns for farmers and traders. 
 
F. Opportunities and Gaps 

1. Opportunity  

114. Higher value crops over the dry season are the major opportunity for the irrigation 
scheme farmers. Financial analysis shows that the gross margins for the dry season crops are: 
KN 9.6 million per ha for garlic, and KN 4.5 million per ha for peanuts. The income to farmers 

for leasing land for soybean is 10 million per ha for the dry season – this includes labour. The 

income from dry season rice is estimated at KN 3.6 million per ha.  
 
115. Leasing of land for soybeans also offers the opportunity for the farmers to enter into 
some different contractual relationships with the soybean company. 
 
116. An opportunity also exists for the traders and farmers to undertake value adding 
through some processing and packing of peanuts and potentially for other products as well. 
 

2. Gaps  

117. Gaps that limit the growth development of the Nam Seng market connections are: 
(i) Farmers and traders lack market knowledge and information and connections 

with potential market opportunities both locally, in other provinces and 
Vientiane Capital, as well as for cross border markets; 

(ii) Farmers, village groups, traders and small agribusiness have limited access to 
investment funds for small scale processing that will add value to their products; 

(iii) Provincial agencies advice and direction for the growth of the product sectors 
is not well developed and lack knowledge and assessment of current and 
emerging market opportunities; 

(iv) The Hailin Fresh Soybean Development Company Com. LTD has yet to fully 

develop its connections with provincial and district agricultural agencies in 
Louangphabang and with irrigation farmers and their farmer organizations; 

(v) Farmers need to better develop their production skills and knowledge to 
successfully grow higher value peanuts, garlic and other crops, and to achieve 
higher market prices for them; 
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(vi) Farmers need to plan their crops to grow over the dry season crops based upon 
the crop’s profitability and in response to the market demand.  

 
IV. XAIGNABOULI CROP MARKETS  

A. Introduction 

118. The market connection assessment and agribusiness development for the main crop 
products from the proposed irrigation scheme upgrading in Xaignabouli is presented. The 
Xaignabouli Phiang 1 and Phiang 2 schemes have command areas of 316 ha and 390 ha 
respectively.  
 
119. The farming systems involve the interaction of both the irrigated and upland areas, and 
over the wet season rice and upland cash crops are grown. Maize is grown under contract to 
CP and Job’s tears are grown under a regular arrangement with Chinese traders and 
processors (non-contract). Other upland wet season crops include cassava and sesame. 
Cattle and pigs are also part of the farming operations. Dry season crop production on the 
irrigation schemes is currently limited in its scope and the range of products is small due to 
low water availability in the dry season.  
 
120. The irrigation scheme farmers have considerable experience of market connection 
transactions from these upland crops. Farmers have indicated they would like to increase their 
dry season crops on their irrigated areas as this would enable them to reduce their 
dependence upon maize and Job’s tears. The main reason for this is that farmers find it difficult 
to hire labour to apply the agri-chemicals on these upland crops and they concerned seriously 
about the health issues caused by the agri-chemical application. 
 
121. The market connection and agribusiness development analysis assesses the 
opportunity for the renting of irrigated land to the Hailin Fresh Soybean Development Company 
to grow soybeans. It also assesses garlic the main dry reason crop that is currently produced 
by some of the farmers, and has the potential to be developed. Black sesame also has good 
market potential in Thailand and is a crop option in the dry season. It is included in the market 
connection assessment as well.  
 
B. Market 

1. Soybean market 

122. Considerable potential exists for contract soybean production over the dry season. The 
Hailin Fresh Soybean Development Company Com. LTD is a Chinese owned company that is 

based in Xaignabouli province and grows soybeans on rented land and exports green 
soybeans for the Chinese market. Production of 1,000 ha of soybean is the target, but only 
184 ha was achieved in the 2017/18 production season. The company planned to produce 
soybean in both the dry and wet season, but to date the company has not been able to rent 
any land for wet season production. In 2018 it is intended to seek to rent irrigated land in Nane 
district in Louangphabang for dry and wet season production (see Louangphabang market 
connection assessment).  
 
123. The Hailin company’s assessment is that there is a large market for fresh soybeans in 
China. Their business strategy is to produce in the Xaignabouli and Louangphabang area and 
target the March market in China when the green bean supply is lower and the price higher. 
The China green bean price in March is KN 7,000 per kg and KN 5,000 per kg from April 
onwards. The agroecological features of Xaignabouli and Louangphabang area provide the 
opportunity for the March window market to be achieved. But this requires planting by early 
December (after rice) and harvest green beans after 80 to 90 days in February.  
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2. Garlic market 

124. Garlic is sold on the local market in Phiang and Parklai district markets for local 
consumer use. The farm gate price for dried garlic is KN 8,000 to 10, 000 per kg. The traders 
from Vientiane Capital and the southern part of Laos express a strong interest to buy the garlic 
in from the irrigation scheme farmers. but the farmers cannot produce the required quantity 
due to the lack of water in the dry season. 
 

3. Black sesame seed market 

125. Black sesame is one of the main export products from Xaignabouli to Thailand after 
maize, Job’s tears and cassava. The provincial statistics report the trade of 595.92 metric tons 
of black sesame. About 20% of the quality exported is from the proposed irrigation scheme 
upgrading area. Thai traders purchase the sesame through the local traders at KN 8,000 per 
kg (PAFO annual report, 2017).  
 
126. The local collectors in Phiang district stated that there is strong market demand for Lao 
sesame, primarily from the Xaignabouli province main trade partners Thailand and China. 
Developing the market requires an increased volume of better quality sesame. China was a 
leading sesame-exporting country in the past but has already become the largest importer in 
the world.  
 
C. Market Connection 

1. Producers 

a. Soybean 

127. Until 2017, the soybean was cultivated on about 30 ha in Xianghon district of the 
Xaignabouli province. The yield of the soybean cultivated in this area is 2.2 metric tons per ha 
of dried soybeans. The Hailin Fresh Soybean Development Company produces green beans 
on the rented land and the yield is reported to be about 9.0 metric tons per ha. Photo 1 below 
shows the green beans at harvest.  
 

Photo 1: Hand harvesting of Soybeans for the Hailin Company in Phiang district  
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128. Soybean production by the Hailin company is currently completely managed by them. 
The only farmer contracted input is labour for specific tasks, especially harvesting. Sowing 
time is critical and should be by late November or early December. The time of harvesting of 
rice and land preparation is therefore very important. Development of annual land rentals, or 
even longer term rentals, may evolve to ensure optional time of soybean planting, or even two 
soybeans crops per year. Under the current rental agreements timeliness of soybean planting 
is an issue, as is the control of livestock.  
 
129. Rental agreements may also develop to include the land owners having a greater role 
in soybean production. Farmers are wary over the level of inputs involved in the intensive 
production of soybeans and at this stage are unwilling to enter into more advanced rental 
contracts. 
 
130. The success of the soybean land rentals will depend on the Hailin company being able 
to supply the higher priced market window in China. If this is not able to be achieved Hailin’s 
competitive advantage is lost. To ensure that the higher priced market window is achieved the 
farmers will need to plant their wet season rice early, and harvest it early, or move to a shorter 
growing season rice. 
 

b. Garlic  

131. Production of garlic was 3,952 metric tons in 2017: a slight increase of 3% on 2016. 
The average yield of garlic in Xaignabouli is 4.1 metric tons per ha. Garlic is mainly produced 
in Xaignabouli and Honjas districts accounting for 40% of the total production (PAFO annual 
report, 2017). The production area is small but is stable. The irrigation scheme farmers grow 
garlic in dry season in the small gardens (0.1 ha) close to the rice fields.  
 

c. Sesame seed (Black):  

132. Black sesame is cultivated mainly in Phiang and Xaignabouli districts. The production 
of black sesame is increased since 2013 and achieved 3,557 metric tons in 2017 as is shown 
in Figure 1 below.   
 

 
Source: PAFO Xaignabouli, 2013 - 2017 

 
133. Black sesame is currently an upland crop in wet season and the yield is about 1.7 to 
2.1 metric tons per ha. In the proposed irrigation scheme area about 1,500 metric tons of black 
sesame are produced each year accounting for 40% of the total annual production of 
Xaignabouli province. The farmers expressed the strong interest to grow the black sesame in 
dry season because it can be harvested in the short time (3 months of cropping season). 
 

2,660 2,620 

3,325 3,206
3,557

2013 2014 2015 2016 2017

F ig u r e  1 .  T h e  p r o d u c t io n  o f  s e s a m e  ( b la c k ) ,  2 0 1 3  - 2 0 1 7
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2. Traders 

134. The Hailin company manages the whole market linkage until sale of the green beans 
in the Chinese market. There are no other actors in the soybean market linkage. All logistics, 
transport, export documentation and other regulatory requirements are managed by the 
company. 
 
135. Farmers either sell garlic to the local district markets, or the garlic is purchased by 
small local traders for sale in the province. The area grown is small and therefore the amount 
traded is small, and the farmers have adequate information about prices. If the garlic cannot 
be sold in one market in Phiang then the farmer or trader will move to Paklai district to sell it. 
The Xaignabouli districts have a large number of small traders, e.g. there has 89 registered 
traders and seven important-export companies based in Paklai and Muang Ngeun districts 
where there are the border check points with Thailand. 
 
136. The local traders, who collect the maize and Job’s tear for the Thai importers, collect 
the black sesame as well. Collectors buy and transport the sesame from the production area 
after harvesting. Post-harvest activities are conducted by the local traders. Some exporters 
provide credit to the local collectors to buy the products. The farm gate price is determined by 
the Thai exporters, plus KN 500 per kg for the local traders. After purchase the products are 
sent to the exporters’ warehouses in Paklai and Muang Ngeun districts. 
 

3. Business Relationships 

137. The local collectors have established business relationships and work in a cooperative 
manner with the producers and exporters. There is regular communication with the farmers 
and exporters over demand for products. This leads to stable business relationships even 
though the volume of produce may be small.  
 

4. Logistics and Infrastructure 

138. The local traders organize the logistics through the use of trucks to transport the 
products to the warehouse in Muang Ngeun and Paklai district located in near to the border 
check points. Roading infrastructure is quite well developed. Neither of logistics or transport 
infrastructure are a constraint to growing and developing markets for soybean, sesame and 
garlic in both the local and overseas markets. 
 

5. Quality – Assurance  

139. Quality assurance is not a regulatory issue for the garlic and sesame. The soybeans 

that will be exported to China and must comply with the Chinese import regulations. 
 

6. Institutions 

140. Local traders and exporters need to be registered for operation in the district or 
province (for overseas businesses) and this is the main institutional requirement. Other than 
this the market connection members have no formal institutional requirements. In the irrigation 
scheme area producer groups have been established, e.g. rice producer’ group, maize and 
Job’s tear producer’ group, livestock producer’s group, etc. The number of members is quite 
high in these groups and all the producers in the villages are members of the various producer 
groups. One farmer may belong to several of the producer groups. 
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7. Resources 

141. The local traders have operating capital constraints and limited access to capital to 
invest in facilities. The exporters provided the credit to the local traders to be able to operate 
efficiently.  
 

8. Cross Cutting Issues 

a. Gender 

142. Renting out of land for soybean production will reduce the dry season workload of 
women and provide the opportunity for them to be involved in other economic and community 
activities.  
 

b. Environment 

143. Soybean production requires high fertilizer inputs to achieve the yield of 9.0 metric tons 
per ha. Pesticides are also needed for insect and disease control. Hailin maintains that the 
fertilizer and other agrichemicals comply with the Lao agricultural regulations and DAFO 
monitors this. Better definition of the Good Agricultural Practice that Hailin will comply with 
would be beneficial to developing a stable longer term rental relationship with the farmers and 
local community. 
 
D. Conclusion 

144. Renting out of land for soybean production offers the farmers the potential to have dry 
season income source for minimal inputs and effort. Irrigation scheme upgrading will ensure 
there is a reliable supply of irrigation water to grow soybeans over the dry season. But there 
needs to be better communication over the soybean rental opportunity and the associated 
agricultural practices.  
 
145. The upgraded irrigation schemes will also increase the opportunity to grow dry season 
crops and the future range of crop options extends beyond garlic and sesame. But other dry 
season crop quantities after the scheme upgrading will be small initially due to lack of farmer 
market knowledge and connections. Although the farmers have wet season crops market 
connections, they will need to be supported to develop better market connections for the 
irrigated dry season crops. These dry season crop market connections may still occur locally 
in Xaignabouli, but higher value markets in other provinces, Vientiane city, and in Thailand 
should be targeted to increase returns. 
 
E. Opportunities and Gaps 

1. Opportunity 

146. Renting of irrigated land to the Hailin Fresh Soybean Development Company Com. 
LTD for dry season production of soybean is the main opportunity. The income to farmers for 
leasing land and providing labour for soybean is KN 7 million per ha for the dry season. The 
rental income plus the income from contracted labour is higher than the KN 3,520 gross margin 
for the dominant dry season crop rice.  
 
147. Increased growing of garlic and other crops such as sesame are an opportunity if the 
farmers do not rent their land out for soybean production.  
 

2. Gaps  

148. Gaps that limit the soybean land renting opportunity are: 



29 

 

(i) The Hailin company has yet to fully make the irrigation scheme farmers, and 
their farmer organizations, aware of the land rental opportunity and to come to 
a business arrangement over the rental of the land;  

(ii) Development of a Good Agricultural Practice protocol that will be followed as 
part of the land rental agreement would addresses concerns over agrichemical 
use. This would contribute to an increased area of land being rented out by the 
farmers. 
 

149. For the expanding the growing of other dry season crops such as garlic the gaps are:  
(i) Farmers and traders lack market knowledge and information and connections 

with potential market opportunities both locally, in other provinces, Vientiane 
city, as well as for the Thai markets; 

(ii) Farmers need to better develop their production skills and knowledge to 
successfully grow higher value garlic, sesame, and other crops, and to achieve 
higher market prices for them;  

(iii) Farmers, village groups and traders have limited access to investment funds 
for small scale processing that will add value to their products; 

(iv) Provincial agencies advice and direction for the growth of the product sectors 
is not well developed and lacks knowledge and assessment of current and 
emerging market opportunities. 

(v) The challenges for the garlic and sesame in the RSP area are: (i) not enough 
production of export quality varieties, and; (ii) low post-harvest handling, 
including drying skills of farmers.  

 
V. XIANGKHOUANG (PHOUSAN) TEA MARKET  

A. Introduction 

150. Upland development of the Nam Tong catchment Representative Project Sub Project 
(RSP) will develop tea production and processing in Xuan village. The SRIWSM will assist the 
villagers to expand their tea plantation area, improve their existing tea plantations, as well 
assist with the processing and marketing of the tea produced from the increased plantation 
area. Production of tea in Xuan village must be profitable to ensure the sustainability of the 
tea plantation areas that will be established. Profitable tea production requires that the Xuan 
village tea farmers are well integrated into the small and complex tea market connection that 
is based around the Phousan tea mountain in Paek district in Xiangkhouang province.   
  
151. The tea market connection and agribusiness development analysis assesses the small 
Xiangkhouang tea sector to better identify the interventions that are needed to increase the 
income of tea producers in Xuan and the other Phousan tea producing and processing 
villages. While Xuan village is the primary focus of the SRIWSM support the Xuan village 
produced tea must be processed and marketed as part of the whole Phousan Xiangkhouang 
tea market connection. It is recognized by the SRIWSM assessment that other donor projects 
especially The Agro-Biodiversity Initiative (TABI) and Lao Upland Rural Advisory Service 
(LURAS) are already involved in providing assistance to some of the Phousan tea villages. 
SRIWSM interventions will coordinate with these two initiatives and complement them.  
  
152. Lao teas when produced at high elevation, and in a suitable ecosystem, have a high 
intrinsic quality and are in high demand and generate high sales prices. The Lao tea sector 
can be divided into two distinct sub-sectors: (i) production of Maocha a semi-processed or 
rough tea for the Yunnan Puer tea (a tea cake or compressed tea) that is a high demand and 
high priced market in Southern China and for Chinese overseas in Hongkong, Taiwan and 
Malaysia; and, (ii) production of finished teas such as green tea, red tea, Oolong tea, black 
tea, white tea, and flower tea for export and domestic consumption.  
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B. Xiangkhouang Tea 

153. In Xiangkhouang province, particularly in the Phousan (San Mountain) area, the tea 
quality is very well known by the Chinese tea traders as it is considered wild, organic and 
chemical free compared to the high intensive with high chemical inputs in Chinese production 
system. In the Phousan area the main tea resources are from natural forest and new cultivated 
teas in Phousan Ngai (Big San Mountain) and Phousan Noi (Small San Mountain).  Phousan 
Ngai is at higher altitude and has more favorable agroecological conditions for the growth of 
high quality tea.  After picking, the tea fresh leaves are processed into Maocha during spring 
and autumn picks mainly for the Chinese markets, and green tea during wet season for the 
local market. Limited volumes of red tea are also produced in both seasons for Chinese 
markets. 
 

1. Xuan Village 

154. Xuan village has 19 households (25 families) and 186 residents on the Phousan Ngai 
tea mountain. The village is about five kilometers from Oo-an village where tea production and 
tea marketing are very active. It is also about 2.5 km from Nalam/Mieng village where the Nam 
Tong upgrading irrigation Head Works (HW) will be constructed and the new road will be built. 
Xuan villagers harvest tea in the spring and autumn to be processed into Maocha and they 
also harvest tea over the wet season. The high fresh leaf price during the spring and autumn 
pick has encouraged the Xuan farmers to start to shift from slash and burn upland rice 
practices to some permanent tea cultivation. But the farmers face challenges of low prices and 
low demand for their tea during the wet season. Therefore, the challenge for the SRIWSM tea 
market connection design is how to support expanding and improving tea productivity in Xuan 
village while improving the wet season prices and marketing.  
 
C. Tea Production in Laos  

155. Tea production areas in Lao have increased since 2010 largely in response to the high 
demand from the Chinese market. Collapse of the China Puer tea price in 2007 and 2008 had 
quite an impact on the tea production area and the area harvested. But the Puer price 
increased to high levels over the past five years and this has contributed to the increase in tea 
area. Currently, northern and central provinces dominate tea production in Lao accounting for 
over 95% of total production and over 90% of plantation area. Phongsaly province remains 
the largest tea production area in the country. Details of tea plantation areas in Lao over the 
period 2010 to 2017 are show in the Table 1 below. 
 

Table 1: Tea Plantation Area in Laos 2010 to 2017 by Province 

 2010 2011 2012 2013 2014 2015 2016 2017 

Phongsaly 620 2,460 2,585 2,655 3,230 3,235 2,812 2,371 

Oudomxay 555 225 305 215 385 445 122 123 

Louangphabang 450 430 125 695 710 785 785 1,334 

Houaphan 110 135 30 45 65 80 110 403 

Xaignabouli ND ND ND ND ND 639 790 790 

Xiangkhouang ND ND ND ND 120 135 290 291 

Champasack 220 285 285 285 460 460 458 458 

Total 1,955 3,535 3,330 3,895 4,970 5,779 5,367 5,770 
Source: Department of Agriculture, 2017; PAFOs, 2018 

 
156. Total production of fresh tea leaves in Lao in 2016 was estimated to be about 7,300 
metric tons. However, the figure is likely to be highly over-estimated, mostly due to: (i) it 
normally takes 3-4 years before tea could be first harvested and multiplying the plantation area 
by average yield over-estimates the production; (ii) the yield does not differentiate between 
fresh and dry leaf yield. In Xiangkhouang province with about 290 ha of planted and harvested 
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area the official figure reported production based upon estimate production of 6.76 metric 
ton/ha whilst the actual fresh leaf yield is about 0.75-1.5 metric ton/ha.  
 
157. It is estimated by the SRIWSM consultants that the current dry tea production in Laos 
is about 1,400-1,500 metric tons with value of about $12-15 million.  
 

1. Xiangkhouang Production 

In Xiangkhouang, particularly in Phousan, tea production has developed rapidly over the past 
five to six years due to the strong market demand driven by the Chinese Maocha traders 
during the spring picks. There has also been tea production and processing support by several 
development projects. It is estimated that about 40-50 metric tons of dry tea was produced in 
Phousan mainly in Oo-an and Yotpieng villages in 2017. The majority of households in Oo-an 
and Yotpieng villages have shifted from slash and burn upland rice to producing tea from 
upland plantations. Some other nearby villages have also started the collection of wild tea 
from the forest area, as well as establishing tea plantations in the previous slash and burn 
upland areas. 
 
D. Tea Markets 

1. Export Markets 

158. In 2017, the world export market for tea valued about $7,830 million of which Sri Lanka, 
Kenya and China are the main tea exporters accounting for 19.5%, 16.7% and 14.4% of the 
total exported value respectively. China imported about 29,706 tons of dry tea whilst exporting 
about 355,299 metric tons13. 
  
159. Lao’s officially exported tea volume was only 56 metric tons in 2016. The export price 
for Laos tea is higher than the global export price (ranging from 14% to 178% higher). Official 
figures, however, are not very reliable as the Lao exporters underestimate the quantity and 
price in order to avoid taxes and other export fees. Thailand was the dominant export market 
for Lao tea in 2016 with an export value of $506,000 of the total value of all tea export of about 
$593,000. The value of exports to China was low and reported as just $32,000. The tea 
exported from Laos to Thailand is then re-exported to other countries.  
 
160. In recent years, the global tea sector became highly competitive especially within 
lower-end, bulk tea segments. The lower end market average global price was only $3.81/kg 
in 2016 (an increase from $2.60 /kg in 2010) and there is a close balance between supply and 
demand. Lao is able to achieve a higher export price for its small volume export tea as is 
shown in Table 2 below. The higher price for the Lao tea exports suggest that Lao exporters 
should not compete with the high volume and low quality high tea produced in neighboring 
countries. The emphasis should be to produce and export high quality tea.  
 

Table 2: World exported tea compared to Lao exported tea from 2012-201614 

 2012 2013 2014 2015 2016 

World exported quantity (ton) 2,023,154 2,210,752 2,122,354 2,002,888 1,844,597 

World exported price (USD/kg) 3.56 3.63 3.68 3.65 3.81 

Lao exported quantity (ton) 42 43 ND 45 56 

Lao exported price (USD/kg) 4.05 5.28 ND 12.02 10.59 
Source: ITC, 2018 

 
                                                
13 Based on the International Trade Center (ITC, 2018) 
14 Based on ITC website: www.itc.org 
 

http://www.itc.org/


32 

 

 
2. China Tea Market 

161. The Lao tea export data does not include the tea that is informally imported to China. 
The Lao tea sector is highly reliant on the Chinese tea markets and the previous price 
fluctuations for Puer tea in the Chinese markets have affected the area of tea grown and 
harvested in Lao.  It is estimated that more than 80% of Lao tea production enters the Yunnan 
markets as Maocha, red tea and green tea. Although China does not officially permit the 
importation of Maocha and the informal trade is carried out by Chinese traders. Lao tea traders 
are sometimes blocked at the China border and the limited market access to the China market 
impacts upon the Lao tea traders and reduces the predictability of their operations.  
 

Maocha tea 
In 2008, in order to promote and legalize the Puer tea sector, the Chinese Government 
registered a Geographic Indicator (GI) for Puer tea. The GI specifies that the Puer tea raw 
materials (Maocha) must come from “big leaf” (primarily Camellia Sinensis var. Assamica) of 
Yunnan tea varietals and must be grown and processed within specific regions of Yunnan 
Province. However, due to difficulties associated with managing the GI it is not applied to 
market the Yunnan Puer tea. 
There are two types of Maocha: sun-dried and oven-dried. The spring and autumn picked 
Maocha that is sun dried is highly valued and is sought by the Chinese traders for the Puer 
market. Wet season and oven-dried Maocha, however, is of lower quality and value compared 
to the sun-dried spring and autumn picked tea. The Chinese traders have little interest in 
Maocha during the wet season.  
Yunnan produces about 200,000 metric tons of Maocha and other tea types, but the 
Xiangkhouang sun-dried spring and autumn picked Maocha is in high demanded on the 
Chinese markets. Xiangkhouang has the same tea varieties as in Yunnan and produces 
similar good quality Maocha to that from the well-known tea mountains in Yunnan. It is also 
estimated that about 20-25 metric tons of Maocha produced in Phousan was exported to 
Yunnan in 2017. This quantity is estimated to be around 40-50% of the total tea production in 
the Phousan area. 
Maocha exported from Laos to Yunnan is processed into Puer tea and re-exported to other 
higher-value Chinese domestic and international markets. It was reported that Maocha 
produced in Phousan (particularly in Phousan Ngai) is sold at a price of between KN 450,000-
650,000 /kg in Yunnan. Moreover the price could be up to 300 USD/kg when the Maocha is 
processed into Puer tea.  

 
162. It is estimated that 30-35% of Phousan tea was processed into green tea for mostly, 
local markets. Some of the tea is exported to European countries by the Lao Farmers Products 
but the quantity is small.  The volume exported is decreasing due to their operating costs and 
other business constraints.  
 
163. In 2017, it is estimated that 20-25% of tea produced in Phousan was processed into 
red tea and exported to Yunnan. This red tea is produced during the wet season and is done 
in connection with Chinese processor traders who have good red tea market outlets in China. 
These Chinese traders have provided some red tea processing equipment and trained farmers 
on processing techniques, and buy processed red tea for sale back in China. 
 

3. Domestic Market 

164. Laos does not have a strong tea culture and the domestic tea market is small. The 
domestic market is estimated to be approximately 100 metric tons a year with the bulk of 
consumed tea being low grade green teas imported from Vietnam, as well as some low-quality 
tea produced locally. Although there is a small local market, some domestic markets are 
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emerging. Local processors prefer selling on the domestic market as there are higher profit 
margins through retailing as compared with exporting.  
 
165. Currently retail prices for green tea and red tea produced in Phongsaly province are 
between KN 200,000-300,000 /kg with the main markets located in Vientiane Capital, 
Louangphabang and other provincial centers. In other northern provinces, some ethnic 
farmers also produce traditional tea tubes (Mieng) from unsold old fresh leaves. In some 
locations, farmers also produce a compressed, smoked tube tea for sale. However, there is 
limited market for such traditional processed tea.  
 
E. Xiangkhouang Tea Market connection  

166. Analysis of the Xiangkhouang tea market connection concentrates on the tea produced 
and processed in the Phousan tea production area in Paek district. 
 

1. Producers 

167. Phousan tea smallholder producers have tea gardens ranging from 0.5 ha/household 
to about 10 ha/household with the garden size depending on the availability of land and labor. 
Most farmers use traditional production systems and there is poor quality tea bush shaping 
and pruning with limited use of inputs such as fertilizers. Field observations show that although 
that tea is grown on high sloping sites the land preparation is inadequate to grow higher 
producing tea plants. Poor establishment and husbandry practice contributes to the very low 
productivity of 200-400 kg of dry leaves per ha compared to about 1,500-1,600 kg/ha that is 
achieved in Yunnan. Some Phousan villages such as Oo-an and Yotpieng have adopted better 
production techniques, but there is still much to improve Tea cultivation is a more highly 
gendered activity than rice production with women typically having the dominant role in 
cultivation, collection, processing and sale.  
 
168. In the 2017 spring season the farm-gate fresh leaf price was about KN 25,000-50,000 
/kg for leaves from tea plantations. Farmers were paid up to KN 100,000-120,000 /kg if the 
fresh tea leaf was harvested from the natural forest tall tea trees (Chinese traders are able to 
identify tea leaves from the natural “wild and ancient” tea trees from the forest). During the 
three spring months farmers can either sell fresh leaves or process into Maocha and sell dry 
tea to local or Chinese traders. Some farmers who have good contact with Chinese traders 
also process Maocha during the spring and autumn picks. The dry tea price is about KN 
200,000-250,000 /kg (for tea in Phousan Ngai area) and about KN 120,000-150,000 /kg (for 
tea in Phousan Noi area). The higher price reflects the intrinsic tea properties due to the higher 
altitude Phousan Ngai agroecological conditions.   
 
169. Development of tea in Oo-an and Yotpieng villages have contributed to tea becoming 
a primary source of income for the upland farmers in these villages. 
 

2. Xuan Village 

170. In Xuan village, tea production is still at a very early stage. Currently the village has 
about 30-50 ha of wild forest tea and areas of transplanted seedlings. Production is low at 
about 1,200 kg of fresh leaves per year (250 kg of dry leaves). With the increasing price tea 
from spring picks over the last five years the Xuan village farmers have started transplanting 
more tea and have established some small plantation areas. Tea production methods and 
practice of better tea husbandries are limited. It is assessed that Xuan village farmers can 
increase their current tea production up to 0.75-1.00 ton per ha, and with better tea husbandry 
practice, the production of the proposed new cultivation tea area could reach 1.25-1.50 ton 
per ha. The low quality of fresh tea leaves and low picking rates during the wet season also 
result in low returns to labor.  
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171. Because of very low volume of tea produced in Xuan village and the difficult road 
access between Xuan and Oo-an village a limited number of processors or traders come to 
buy fresh leaf in the village. Therefore the farmers have to deliver their fresh leaves and sell 
to traders and processors in Oo-an village.  
 

Yotpieng Village: Successful Tea Production and Processing 
Resettled in 1975, today Yhotpieng village has 21 households who all are Tai Phouan 
ethnicity. Road access to this village is reliable during the dry season. In 2010 when tea 
demand increased villagers became interested in commercial tea production. In that year 
the newly cultivated tea was about 3 ha with some tea cropping on previous slash and burnt 
upland rice area, and some wild tea close to the village.  
Farmers started adopting some improved production techniques after being trained and 
learned from some study tours to more tea developed areas such as Phongsaly and 
Yunnan. During this period, besides using seedlings from the existing wild tea area, farmers 
started a seed nursery using local tea seeds from the forest. Other improved techniques 
adopted by the farmers include: proper land preparation and plant spacing, pruning, soil 
merging and weeding. Better picking quality, processing and grading before selling was also 
practiced. The village has about 32 ha of newly cultivated tea in 2018.  
In 2017, a total of 23-25 metric tons of fresh leaf was produced in the village, of which about 
40-50% was processed into Maocha during the spring season, whilst about 15-20% was 
processed into green tea and another 30-35% was sold as fresh to tea processors in 
Phonsavan in both the wet and spring seasons. On average, farmer got around KN 25 
million ($3,000) per household from tea production, some Household with larger harvested 
tea area got up to KN 75 million ($8,900) per household. 

 
a. Wet Season Production 

172. During the wet season when there is a low demand from the Chinese Maocha traders 
the farmers have to process finished green tea from their fresh leaf. In the 2017 wet season 
only few processors in Oo-an and in Phonsavanh collected limited quantity of fresh leaf for 
either oven-dried Maocha or red tea. The fresh leaf price was KN 8,000-12,000 /kg during this 
period.  
 

3.  Processors 

173. Fresh tea leaves can be processed into a variety of different teas but this needs to 
occur within a few hours after picking. The conversion factor from fresh to dry tea is about 4.5-
5:1. In Xiangkhouang province, the majority of farm sales is fresh leaves to tea processing 
units or small-scale tea factories based in the main tea village of Oo-an or in Phonsavanh. 
Some farmers also act as smallholder processors and have set up small processing units. 
 
174. Oo-an village has three tea processing factories and other five processing units that 
are operated by local or Chinese investors. Tea processing is, however, mastered by Chinese 
tea experts. Tea processors in Phousan are all small-scale and can be categorized into three 
main groups: 

(i) Chinese processors, who officially have a concession agreement from the 
provincial government. This was originally the Champakham Tea Factory and 
the company set up a processing factory and it started some processing. Their 
business, however, has not been operating in compliance with their agreement 
with the province and in 2018, the provincial government terminated the 
concession. Subsequently the province has approved a fresh leaf collection 
concession to another Chinese company “Phousan Ancient Tea Company” that 
operates in Oo-an village. Based on the agreement local processors are able 
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to buy fresh leaf from other farmers in the village and process into dry tea. But 
no other Chinese traders are allowed to operate in the village.   

(ii) Local processors who have strong business linkages to the Chinese traders 
(registered or non-registered). Processing equipment, processing facilities and 
cash for fresh leaf collection are all provided by the Chinese traders. It is not 
clear what is the profit share between the local processors and Chinese traders 
but the local processors get an agreed commission per kilogram of dry tea 
processed. Within such trade relationship the local processors manage all fresh 
leaf collection and processing and obtain the export documentation required 
from the District Industry and Commerce Office. 

(iii) Local smallholder processors who process tea based on the market demands. 
These small local processors process Maocha during spring pick and also have 
some relationship with spot Chinese traders but are not committed to sell only 
to them. They also know how to process green tea and sell it in the local market 
during the wet season. 

 
175. Main constraints faced by the local and Chinese processors are low fresh leave 
volumes, and poor picking quality during the spring pick. The farmers do not take much care 
in picking as they know there is high demand and the processors will buy anyway. Farmers 
and producer groups have a low awareness of quality control before fresh leaves are delivered 
to processors and post picking quality management is low.  
 
176. Local processors face more specific constraints including: (i) limited access to capital 
for investment in processing equipment and facilities and operating capital to purchase fresh 
leaf; (ii) limited processing skills and equipment for other tea (non-Maocha) products; (iii) 
reliance on single principal buyers in China for Maocha during spring pick in particular; and, 
(iv) limited tea business management experience. A high proportion of the local processing 
factories are family-based and their literacy levels are low. 
 
177. Simple on-farm processing appears to offer good opportunities to add-value and to 
reduce the risk of exposure to the fluctuations in the fresh tea leaf prices during spring pick. It 
also offers the opportunity to obtain a more stable market and price during the wet season. 
On-farm processing is a low-cost and technically relatively simple undertaking. But any effort 
to develop on-farm processing must involve the existing traders and tea experts (local or 
foreign) in the following main tasks: (i) market assessment, (ii) quality standard development; 
and, (iii) tea processing training.  
 

Maocha Processing 
Maocha is in very high demand in Yunnan markets, particularly, for good quality sun-dried, 
hand-made, with some mechanical processing. Small-scale village level mechanical tea 
processing units can be established at low cost. Maocha can be readily hand-processed with 
limited skills. Improvements in quality can be achieved in many villages through a few simple 
and low cost changes to the current methods. On-farm Maocha requires few operating steps 
including withering, roasting, rolling, drying and grading. Farmers can process all picked fresh 
leave )15-20 kg/day( in the same day.  

 
4. Wet Season Tea Processing 

178. Estimates are that some 40 to 50% of the Phouasan area tea is produced in the wet 
season. It is processed mainly into green tea by many small processors and sold as a lower 
value product on local and some export markets. In the 2017 wet season some farmers had 
to process fresh leaf into green tea for local market at KN 50,000-80,000 /kg because of low 
or no demand for the fresh leaves. Farmers sell their finished green tea to either spot local 
traders who come to buy in the villages or farmers deliver their products to local markets. The 
Xieng Phuoang Phonsavanh the tea market is very small at about 5-6 metric tons per year. 
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Phonsavanh retail shops and wet markets are the main market outlets are mainly for local 
consumers and visitors resulting in an over-supply of green tea between late May and late 
September. 
 
179. In the Phousan area, some villages have the skills to hand make green tea such as in 
Oo-an and Yotpieng villages; however, hand-made red tea skills are not common. Red tea 
and green tea need to be processed into final products a few hours after picking, without any 
intermediate product stage. This means that finished green tea and red tea processing must 
be exclusively carried out close to tea growing areas. There are a number of Chinese red tea 
traders and processors in Phousan that supply the China market. 
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180. Details of tea processing is described in Figure 2 below: 
 

Figure 2: General steps for processing different tea types 

 

 

181. Developing wet season market opportunities for red and green tea, and other tea 
varieties, requires that the processing is improved to produce higher quality tea. The local 
processors and producer groups need to be encouraged to produce other a wider range of 
teas and improve their tea processing knowledge and skills.  
 
182. Mechanization and more concentrated processing are necessary not only to cope with 
larger volumes of production and processing, but also to ensure consistency of quality. In the 
case of red tea, if multiple households are undertaking individual processing, then there can 
be a great variation in the taste of the end product, due to individual households using different 
withering times, different rolling techniques and timing, different fermenting times and 
techniques and different drying techniques.  
 
183. Small-scale factories can be reasonably cheap with an investment of about $15,000 
USD needed. Such small-scale processing factory could be potentially owned and managed 
by farmers or by farmers’ groups. Expanding the number of tea micro and small-scale 
enterprises is a key strategy to move beyond the Maocha market. However, independently, 
access to such services is largely beyond the investment capacity of current local smallholder 
processing units or factories in Xiangkhouang. 
 

5. Traders 

184. In most Phousan tea production villages there is a high level of competition amongst 
buyers to purchase the higher quality and value spring pick, with multiple local and Chinese 
traders entering the market to buy tea at that time of the year. During the spring pick, these 
tea traders who are based in Phonsavan come to the tea villages and collect Maocha. These 
traders have multiple connections with other Chinese traders. Price is negotiated based on 
the Maocha market price in Yunnan. Over the spring season, tea prices fluctuate significantly.  
 
185. During autumn picks fewer Chinese traders are active come to collect. Autumn prices 
are higher than the wet season but not as high as the spring pick prices. In 2017 the fresh leaf 
price was about KN 20,000-25,000 /kg and dry tea price was about KN 80,000-120,000 /kg. 
The autumn pick volume is small as tea is produced for only about two months in late 
September to early November. 
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a. Wet Season 

186. During wet season, only some local traders who are based in Phonsavan are active; 
however, demand is low.  
 
187. Further consideration of increased wet season connections between local processors 
and Chinese traders during this period needs to occur. If Chinese traders are interested in 
including Phousan red teas or green teas in their product portfolios, they would either need to 
purchase finished products from local processors or would need to invest (either directly or in 
partnership) in processing plants and possibly in increasing production capacity in Phousan. 
Currently, some Chinese traders have provided processing equipment and introduced 
processing skills to some local processors. Further investigation of market opportunities and 
outlet in China should be undertaken for a variety of finished tea produced and processed 
during the wet season. 
 

b. Risks 

188. The high quality and most profitable market for the Phousan area tea farmers is from 
the spring and autumn picks that are controlled by the Chinese traders and processors. Lao 
traders are unable to complete with the Chinese traders as they are blocked from access the 
Yunnan Puer tea market. The Chinese trader and processor dominated market connection 
has a risk for the Phousan tea producers if the Chinese enforce strict border control upon the 
Chinese traders. To mitigate this risk, it is important to improve market diversification through 
different tea types.  
 

6. Exporters 

189. Tea is usually exported informally by Chinese traders by small truck with 3-5 tons of 
dry tea or by buses for smaller volumes of tea. Maocha produced in Phousan is exported to 
Yunnan through Phongsaly, Luang Namtha and Oudomxay borders. The Chinese traders also 
act as processors and have close relationship with other tea traders or Puer tea processors 
with factories in Yunnan. A conservative estimation of the tea exports shows that the traders 
are able to earn a profit of about KN 13,000-65,000 /kg of dry tea. Higher profits are normally 
achieved from the trading of spring and autumn picks.  
 

7. Importers and customers  

190. Nearly all teas exported from Northern Laos to China are imported by Chinese traders 
and importers who are based in cities nearby to the Yunnan province border. These trader 
importers are entitled to the free import of less than RMB 8,000 /trip (1,200 USD/trip) including 
tea. Although the imported value is higher, there is always a room for them to discuss and 
unofficially import as they are well connected to the Chinese customs. But that has never been 
the case for Lao traders.  
 
Once imported into Yunnan, teas from Phousan are transported to different destinations 
including Yunnan, Guangxi, Henan, etc. provinces. Some of the tea produced in Phousan is 
mixed with well-known Yunnan mountain tea and can be sold at a high market price without 
acknowledging the Lao origin.  
 
F. Institutional Issues 

1. Policy  

191. At provincial level, the concerned government offices still lack sufficient details and 
information on tea production, marketing and trading. During the wet season, local processors 
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and traders have limited access information on market information, commodity prices, and 
import/export regulations in order to operate their businesses more efficiently and securely. 
Export procedures need to be reviewed, including the calculation of fees and taxes as well as 
simplification of the currently overly complicated documentation needs.  
 

2. Government and Donor Projects 

192. Government and donor funded development projects have seen the potential in the 
promotion of sustainable and commercial tea production systems in Phousan and in some 
other provinces. These projects include the conservation of natural forest tea trees, 
domestication of wild tea, and the improvement of production techniques. Some of the donor 
supported tea development projects in the Northern provinces, particularly in Phousan, are 
listed below in Table 3 below. 
 

Table 3: Recent and current donor supports to the tea market connection 
development in northern Laos 

Donor Description Period and Future Plan 

AFD Anticipated “Certified project”, will be implemented by DOA, 
MAF to support the national governance of the tea sector and 
piloting in Meng district of Bokeo and Xaysathan of Xaignabouli 
provinces. 

Anticipated in 2019-2021 

SDC COPE project, implemented by HELVETAS, supports tea 
development through promotion of new markets and 
participation of women (Phongsaly District, with possible 
extension to other districts in Phongsaly Province). 

Started in 2014-2016 and 
extended to 2019 

SDC TABI and LURAS projects support tea agro-biodiversity 
conservation and market connection development in Oudomxay 
and Xiangkhouang Provinces. 

TABI operates from 2010-
2019. LURAS started 2013-
2017, and continues with a 
new phase to 2021 

IFAD Soum Son Seun Jai Program (SSSJ) project which supported 
tea market connection development in Pakbeng (Oudomxay 
Province) and Xaysathan (Xayabuory Province) 

Implemented from 2012-
2017 

EU  The Committee of Cooperation with Laos (CCL) in Nyot Ou and 
Long districts supports wild tea domestication and improvement 
of processing and some limited new market interventions.  

NGO project continues for 
the next 4-5 years.  

EU  CARE supported wild tea domestication and marketing in Khua 
District. Some support to tea production in Xaysathan District of 
Xayabuory Province 

Last phase ended in 2015 

ADB  Northern infrastructure project supported some processing 
improvement, and organic production and certification in one 
zone of Phongsaly District.  

Project was implemented 
from 2011-2016 

SDC  NAFRI/NAFES/CARE conducted Forest Tea Feasibility Study  NARFI/CARE 2010-2011  

 
a. France Agency for Development Tea Sector Project 

193. The France Agency for Development (AFD) has followed the previous AFD supported 
projects on coffee, GIs, etc. and formulated a tea sector that follows the direction of the 
Agriculture Development Strategy to 2025 and vision to 2030. The AFD tea project is proposed 
to support the tea sector in Laos with total budget of about € 1.5 million. The main objective of 
the project is to increase tea smallholder incomes through market connection governance 
improvement and through a better access to market with high quality certified products. The 
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project is subdivided into two components in order to reach the following specific objectives: 
(i) tea stakeholders engage in a participative process of sector organization and start sharing 
information and strategy planning; and, (ii) pilot tea market connection to reach new markets 
due to quality enhancement and certification in Meng district of Bokeo province and Xaysathan 
district of Xaignabouli province.  
 
194. The first component of the project is to support the organization of the tea sector in 
Laos through sharing information. This could be a good platform for the tea farmers, tea 
technicians and where those with tea expertise can share their tea knowledge. Improved tea 
sector governance by the AFD project provides the opportunity to coordinate with other tea 
sector projects, and is where the SRIWSM tea market connection activity should connect and 
coordinate.  
 

3. Lao Upland Rural Advisory Service 

195. The LURAS project is funded by Swiss Development Cooperation (SDC) and is 
implemented by Helvetas and Netherlands Development Organization (SNV) in collaboration 
with the Department of Technical Extension and Agricultural Processing (DTEAP) of MAF. 
The Project has been implemented since December 2014. It is engaged at the national level 
as well as in the provinces of Oudomxay and Xiangkhouang. The total budget is about € 4.3 
million. Three mains activities are implemented by the project: (i) Providing green extension 
services; (ii) Supporting farmer organizations; and, (iii) Facilitating policy dialogue. LURAS 
also builds capacities of DTEAP and facilitates information sharing between stakeholders 
(using online platforms for instance). Currently, LURAS in interested in providing the tea 
processing equipment as well as processing place in Ta and Yotpieng villages The plan has 
not been yet approved and the strategy is not yet clear on how it would move forward. 
 
196. The SRIWSM tea market connection activity will complement LURAS and be targeted 
at increasing tea production in Xuan village. LURAS will not operate in Xuan village but will 
support tea production and processing in nearby tea villages. Xuan village relies on the tea 
market connection that is centered upon Oo-an village where the main Maocha traders and 
processors are based. Interventions to improve tea incomes through wet season processing 
and market initiatives should be coordinated between SRIWSM and LURAS.  
 

4. Extension 

197. It is very clear that improving the productivity of tea cultivation and the quality of tea 
requires improvements of cultivation methods whilst maintaining the prevailing cultivation style 
that minimizes agro-chemical inputs. In some villages, some level of organic and inorganic 
fertilizer application will be needed to achieve and maintain the required tea yield levels.  
 
198. Aiming at improving tea productivity through adoption of good agricultural practices 
(GAP) or even organic production faces many challenges in Xiangkhouang. Most of the local 
extension staff have limited knowledge on tea production and processing techniques and 
Government’s effort to continuously build local capacity on tea has not yet to achieve improved 
technical extension performance. In fact, absence of national technical capacity has led to 
increased reliance upon Chinese technical assistance. In addition, PAFO/DAFO face 
budgetary and human resource constraints for the effective delivery of targeted extension 
services. Current support to producers and processors mostly relies on external project 
funding from various development initiatives. 
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G. Cross Cutting Issues  

1. Environment  

199. Forest and ancient tea trees grow in natural forest ecosystems. By expanding tea in 
the upland area, there is a risk of potential impacts on surrounding ecosystems and the 
ecosystem services they provide. Expanding tea to the natural forest will not be possible for 
several reasons: (i) it is forbidden to cultivate in the protected forest; and, (ii) it is forbidden to 
clear trees older than three years. It is mandatory to request DAFO authorization to cultivate 
any new upland parcels of land. The proposed Xuan village tea plantation will, however, be 
established on upland grassland areas. The change by the village to establish more tea 
plantations and move away from slash and burn for rice and maize will lead to better upland 
soil and water conservation. 
 
200. In recent years, Northern Lao, particularly in Xiangkhouang tea has been gradually 
recognized within the Chinese markets as being chemical-free and of good quality; however, 
due to tradition and compounded by low profit margins, tea cultivation tends to be organic by 
default although in some areas herbicides are being used to reduce the burden of weeding in 
previous slash and burnt uplands. The increased use of any agricultural inputs in the tea 
plantations will need to follow Good Agricultural Practice (GAP) standards to minimize any 
detrimental environmental impacts. The promotion of organic practices creates the opportunity 
for organic certifications and is an opportunity that could be examined.  
 
201. Current tea processing requires a considerable amount of wood as a fuel source. 
Developing village based processing, especially during the wet season, must use equipment 
that reduces the amount of wood required. Chinese processing equipment (green killing 
machine and green tea frying pan, etc.) is available that have been designed to ensure that 
wood is used in efficient ways. Tea rolling machines and drying ovens can be powered by 
electricity. 
 

2. Gender 

202. Agriculture is the dominant occupation in Xuan village where women perform the 
majority of the tea production tasks. Expanding the tea plantation area will increase the work 
demand upon the woman, as will village-based tea processing. Xuan village has 2.83 people 
available per household for agricultural labor and establishing the new tea plantation area, 
and its subsequent production management, will significantly increase the labor demand upon 
both women and men. Yotpieng village has demonstrated that small villages can expand and 
successfully manage tea production with a low number of households. Lessons from Yotpeing 
will need to be absorbed and applied by Xuan village.  
 
203. Increasing the production and the quality of the tea in Xuan village will require the 
women farmers learn new production skills and knowledge. Training and extension activities 
for the women will need to recognize that some may only speak H’mong language and that 
their literacy and numeracy levels may be low.  
 
H. Conclusion  

204. Successful development of an expanded tea plantation in Xuan village will be reliant 
upon a number of factors if it is to be viable and sustainable. Tea production must be profitable 
in both the spring and autumn, as well as over the wet season. This will encourage the village 
farmers to abandon their slash and burn agricultural practices and concentrate upon the tea 
plantation and other sustainable farming activities. Increasing production of better quality tea 
leaves from the existing and new plantation requires the farmers to adopt better tea husbandry 
practices. These include improved tea establishment (for the new plantation tea) methods, 
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pruning of the tea bushes, weeding, as well as better tea harvesting methods and post-harvest 
handling. 
 
205. The spring and autumn Maocha tea market connection is controlled by Chinese traders 
and processors and this is unlikely to change. Opportunities for the Xuan village, or other Lao 
tea businesses, to move along the Maocha market connection and increase their financial 
margins are therefore limited. But once tea production increases the village will have the 
opportunity to process tea in the village and supply Maocha to the Chinese traders.  
 
206. Improving the profitability of wet season tea production in Xuan village will have the 
biggest impact upon the farm household income. This will require better processing and 
marketing of wet season grown tea and the village cannot achieve this on their own. The small 
Xiangkhouang tea sector needs to develop a coordinated strategy for wet season tea 
processing and marketing that involves all sectors members from production to marketing. 
The SRIWSM can contribute to strategy development and assist the tea private sector small 
and medium business to produce a range of specialist higher quality teas for local and export 
markets. A coordinated approach is needed that involves working with other donor projects 
active in the Xiangkhouang tea sector. 
 
I. Opportunities and Gaps  

1. Opportunity  

207. Increasing their income from tea through the production of an expanded area of higher 
yielding and better quality tea over both the spring and autumn picks, and the wet season, that 
will achieve higher prices is the opportunity for the Xuan village farmers. Exploiting the wet 
season opportunity will involve the Xiangkhouang tea sector businesses developing a 
coordinated sector strategy to process and market the wet season produced tea. 
 

2. Gaps  

208. Gaps that limit the tea development opportunities for the Xuan villagers occur at the 
several stages of the Xiangkhouang tea market connection from production to marketing: 

(i) Small tea processing and retailing businesses have very limited market 
connections and lack the expertise to produce a wider varierty of tea products 
from wet season tea;  

(ii) The small processing and retailing tea businesses lack access to investment 
and operational funds to expand thier operations and exploit wet season tea 
marketing opportunities; 

(iii) There are no formal quality assurance, certification and traceability procedures 
and systems applied by producers, processors or retailers;  

(iv) Farm gate prices for wet season produced tea in Xiangkhouang are low due to 
weak demand; 

(v) Farmers lack the necessary tea husbandry skills to produce high yielding and 
better quality tea leaves. They also lack access to the techniques to establish 
new tea plantations; 

(vi) Tea harvesting methods and post-harvest transport to processing sites are of 
a low standard;    

(vii) Xuan village has no tea processing facilities or techncial capacity. 
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VI. XIANGKHOUANG CATTLE MARKET CONNECTION ANALYSIS 

A. Introduction 

209. Recent rapid economic growth in Laos and in neighboring countries has resulted in an 
increased demand for beef products. This presents good opportunities for Lao cattle farmers 
to increase their production and supply more cattle, and buffalos, to both the domestic and 
foreign markets. In Xiangkhouang province some development projects have introduced 
better production technologies aimed at increasing cattle production. But there are challenges 
for smallholder cattle farmers due to their traditional farming practices, extensive farming 
systems, feed shortages over the dry season, and the small size of their cattle herds. Cattle 
is one of the main agricultural commercial production activities in Paek district and for Nam 
Tong irrigation Representative Sub Project (RSP).  
 
210. Farmers in Nam Tong RSP indicated strong interest in developing the fodder in order 
to improve livestock production. The area has about 1,200 heads of cattle, an average of 5.8 
head per household. At present, the model of cattle raising is a traditional method: free grazing 
on the paddy fields eating the rice straw over the dry season and kept in a shelter during the 
wet season.  
 
211. Assessment of the Xiangkhouang cattle market connection concentrates upon the 
market connection that operates in the province and sells cattle to local markets, Viet Nam 
and China. The aim of the assessment is to examine where Project investments can be made 
to upgrade the cattle market connection and increase financial returns to the cattle farmers 
from growing forages on the irrigation scheme. The assessment does not directly consider the 
cattle market connection segments that commence in Myanmar or Bangladesh.  
 
B. Markets 

1. Beef Consumption 

212. Beef consumption in 2015 was estimated about 3.3 kg per person per year and 
expected the slightly increase to achieve about 3.4 kg per person per year in 2020 (Livestock 
Development Strategy to 2020 of the Department of Livestock and Fishery (DLF)). In some 
provinces where there is a higher proportion of cattle production, domestic beef consumption 
is expected to be higher than the national statistic. 
 

2. Domestic Markets 

213. Although meat production in Lao has been increasing, the supply of beef in both quality 
and quantity for the domestic market cannot meet demand. Increasing income, population and 
urbanization, as well as the export of beef and buffalos to neighboring countries, have all 
contributed to the short supply of beef in the domestic market. At the national level, the plan 
for beef consumption and export of cattle and buffalos is indicated in Table 1 below. 
 

Table 1: MAF's Plan for Meat Consumption and Cattle Export from 2015 to 202015 

 
Domestic meat 
Consumption 

(kg/person/year) 

Domestic beef 
Consumption 

(kg/person/year) 

Cattle 
Production 

Export of 
Cattle 

Tons 
Million  
USD 

Tons 
Million  
USD 

2015 33 3.3 24,000 80 12,000 40 

2020 38 3.4 30,000 100 15,000 50 

 
                                                
15 Based on: 1) DLF (2012). The draft of Livestock Development Strategy to 2020 of the Department of Livestock 

and Fishery, MAF; 2) Agricultural Development Strategy by 2025 and vision by 2030 
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Source: MAF, 2015 

 
214. The Xiangkhouang province Provincial Agriculture and Forestry Office (PAFO) 
estimates that the average beef consumption in the province at 8.0 kg per person per year in 
2016.  About 15% (20,281 head) of the province’s cattle were for domestic consumption, and 
approximately 6% (8,113 head) were for sale as live animals. The 2016 – 2020 strategic plan 
targets for the production and sale of cattle in Xiangkhouang province is presented in the Table 
2 below.  
 
Table 2: Cattle Production and Beef Consumption Plan in Xiangkhuoang 2016 – 2020 

 2016 2017 2018 2019 2020 

Cattle-beginning of the year (head) 135,209 140,617 146,242 152,092 158,175 

Expansion (head) 33,802 35,154 36,561 38,023 39,544 

Consumption (head) 20,281 21,093 21,936 22,814 23,726 

For breeding (head) 5,408 5,625 5,850 6,084 6,327 

For sale (live animals) 8,113 8,437 8,775 9,126 9,491 

Cattle-end of the year (head) 140,617 146,242 152,092 158,175 164,502 

Consumption (kg) 2,044,360 2,126,134 2,211,180 2,299,627 2,391,612 

Consumption (kg/person/year) 8.0 8.1 8.2 8.3 8.4 
Source: Xiangkhouang PAFO, 2017 

 
215. The slaughterhouses in Xiangkhouang reported that they processed 2 to 6 heads per 
month to supply the fresh meat market at the district. Whilst in Phonsavanh, the demand of 
the fresh meat in wet markets is about 360 to 450 head per month or about 4,230 head per 
year16. The peak season for the supply of fresh meat is in December to February, where the 
demand is 450 head per month. FAO17 reported that local demand for beef is likely decreased 
due to the increasing price of beef in the wet market and the changes on the consumers’ meat 
consumption preferences. Consumers have moved from large ruminants to other kind of meat, 
such as pigs and poultry. 
 
216. Currently, the main issues of cattle trade in the domestic market are:  

(i) the active entry of foreign traders has reduced the role of local traders in selling 
cattle; 

(ii) quality standard of slaughterhouses in terms of hygiene is low; 
(iii) farmers have extensive cattle systems and many will only sell their better quality 

cattle if they need money, or in case of emergency situation; 
(iv) purchase of cattle for Vietnam and China markets has led to higher cattle and 

meat prices on the domestic market. 
 

C. Export markets 

217. Vietnam and China are the main export markets for Lao buffalos and cattle. According 
to the Livestock Trader Association (LTA) leader, the export to Viet Nam is accounting for 60% 
of the total export and the remaining 40% is for Chinese markets. The cattle and buffalos 
export in both formal and informal pathway. Below are the four main channels of the trade: 

(i) cattle are exported through the LTA, which is a special case for Xiangkhouang 
Province; 

 
                                                
16 4,230 heads = 1,350 heads (Dec – Feb) + 2,880 heads (March – Nov) 
17 FAO, 2015, ‘Pro-Poor Policy Analysis on Cattle Productivity and Industry in Lao PDR’ 
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(ii) cattle exported by Vietnamese traders who are allowed by district authority to 
operate at the district level. The Vietnamese traders can work individually or 
work with the local traders for the purchase of the cattle from small farmers and 
export to Vietnam; 

(iii) licensed local traders, who collect the cattle at the district level and sell the 
animals informally across the border from Nonghed district in order to avoid the 
fees of an official export documentation, and taxes; 

(iv) small cattle producers who sell the animals informally across the border gate.  
 
218. It is estimated that 20 to 50% of the cattle traded from Laos to Vietnam and China are 
exported informally. 
 
219. Demand for beef in Vietnam has grown steadily and this trend is expected to continue 
and increase about 5% per year. Over the last decade consumption of beef in Vietnam has 
doubled to 5 to 6 kg per person per year. The Vietnamese cattle industry cannot meet the 
current demand and will continue to rely on the imported beef to meet the increasing demand.  
 
220. Vietnamese traders are only interested in collecting a quality cattle that can have a 
high yield of lean meat. They are looking for the cattle with the range of live weight from 120 
to 200 kg or up to 3 years old. Thus, bulls are the main targets of the Vietnamese traders and 
will be directly exported to the Vietnam wholesale and retail markets. The Vietnamese traders 
are not interested in further fattening the cattle after they have purchased. Fighting bulls are 
also in demand by H’mong people for the H’mong new year and the bull competitions. Chinese 
traders, however, do not have specific requirements. They will buy the young animals, bulls 
and calves. The profile of cattle beef produced in Laos is well known in Vietnamese markets, 
and increasingly known by Chinese markets, over the past decade. The extensive grazing and 
natural feeding without industrial feed, and the lower food safety concerns, are a particular 
feature of Lao beef.  
 
221. Xiangkhouang province is becoming a transit-hub for the live cattle and buffalos trade, 
which links the South to the North of Laos. Cattle and buffalos exported from Xiangkhouang 
to Vietnam through Nonghed district are also from other provinces. About 3,000 to 3,600 
heads of cattle and buffalos are legally exported yearly to Viet Nam. The peak season of 
supply are October to February - over the period of festivals, Christmas, calendar new year 
and the lunar new year. Cattle and buffalos exported from Xiangkhouang to Vietnam over the 
past five years is shown in the Figure 1 below. 
 
222. While the data in Figure 1 shows a downward trend in exports from 2016 onwards the 
information gathered from the cattle sector members strongly suggests that cattle expert have 
increased every year. Currently, many cattle and buffalos are traded informally from Nonghed 
district (Xiangkhouang province) to Vietnam and from Sing district (Luang Namtha province) 
to China. The animal crosses the border without any official export documents. The numbers 
of cattle informally traded to Vietnam from Xiangkhouang province is difficult to estimate. 
 
The informal trade has steadily increased over the last 10 to 15 years. In the informal trade, 
cattle and buffalos will lose the origins and become local animals after they cross the border. 
Traders informally trade the cattle because the formal trade has a range of issues, such as 
the lack of bilateral trade arrangements, and the difficulty of complying with the regulations of 
the importing country. For example, the Viet Nam decree 27/2009/TT - BNN of Vietnam 
requires that all cattle and buffalo from Lao and Cambodia must have a period of quarantine. 
If the animal flow is informal, the quarantine period is not enforced. The informal border trade 
is facilitated by the villagers in Nonghed district, where is the cross-border point to Nghe An 
province in Vietnam. Villagers are paid to deliver the cattle over the border to the Vietnamese 
traders. This pathway is well established and operated over many years. 
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Figure 1: Cattle and Buffalos exported from Xiangkhouang to Vietnam 2014 to 2018 

 
Source: Xiangkhouang PAFO, 2018 

 

223. In Xiangkhouang province, the farm gate price of live cattle is 60,000 to 70,000 KN per 
kg. Traders will pay the farmers 65,000 to 68,000 KN per kg for the cattle in lighter condition 
and 70,000 KN per kg for well-conditioned animals. The sale price to Vietnamese traders is 
80,000 KN per kg. The farm gate prices of the cattle are determined by traders’ subjective 
assessment of the lean meat contents. Farmers endorse this method of price estimation but it 
may underestimate the actual live-weight by 5 to 6 kg.  
 
D. Market Connections 

224. Cattle market connections from Xiangkhouang province have two main channels. The 
first one is the trade of live animals across districts and provinces, as well as the cross border 
trade to Vietnam and China. The second channel is beef trade for the wet markets in the 
province. For the meat market, cattle are usually slaughtered in the local abattoirs and then 
immediately sent to the wet markets. The main actors of the cattle market connections are the 
producers, local collectors, LTA, Vietnamese traders, local butchers, and exporters. For the 
formal trade of live animals, the LTA and Vietnamese traders are the dominant market 
connection leaders as they are the actors who lead the interaction with the various cattle 
agribusiness operators as shown in Figure 2.  
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Figure 2: The Structure of Cattle Trade Flow in Xiangkhouang Province 

 
 

1. Producers 

225. The average size of the cattle herd in the RSP area is 5.8 head, which is close to the 
average size in Xiangkhouang province of six head per herd). Approximately 60% of farm 
households are engaged in cattle production. Survey data from the Australian Centre for 
International Agricultural Research shows that cattle contribute to over 40% of farm household 
income in Xiangkhouang province. Cattle numbers have increased significantly over the last 
five years as shown in Figure 3 below. The increasing of the cattle and buffalo numbers is to 
response to the demand of Vietnamese market.  
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Figure 3: Number of Buffalos and Cattle in Xiangkhouang 2012 to 2017 

 
Source: Xiangkhouang PAFO, 2018 

 
226. Cattle production in Xiangkhouang province has been improved with the support of the 
government, international organizations, and cattle. CIAT introduced of various forage species 
to increase cattle productivity, the Livestock Development Project provided technical 
extension and credit support to smallholder livestock producers, and Northern Small Holder 
Livestock Commercialization Project has provided the technical support for cattle farmers and 
the development of cattle marketing groups. Through these projects, the number of livestock 
producers has increased, farmers have extended their herd size, as well as increasing the 
number of cattle sales.  
 
227. The Nam Tong catchment cattle farmers follow a tradition extensive cattle farming 
system and Chinese yellow cattle are the main breed. Managing the different feeding levels 
between the wet and dry seasons is the main cattle management challenge. Feed is limited 
from the middle of the dry season and the feed constraints in dry season has an impact on the 
animal growth rate, their sale liveweight, as well as the time it takes for the cows to reproduce. 
The climate condition (cold and strong winds) and the lack of dry season feed also contributes 
to cattle deaths. In the Nam Tong RSP, the farmers can lose from 1 to 4 head per year. The 
better cattle feeding in the shelter can reduce the dry season death rates. Keeping cattle in 
the shelter also reduces the conflict among community that occurs due to cattle damaging 
crops.  
 
228. The improvement of feed quality by the introduction of forage systems in the dry 
season can increase the production. The “Cut & Carry System” and “Fenced Grazing System” 
are options for the farmers in the RSP area. The purpose of the dry season forage model is to 
increase the weight gain of the animals over the latter part the dry season when feed is short. 
Farmers in the RSP area have some knowledge of cattle fattening and they can be assisted 
to become more commercial in their cattle fattening and marketing activities. Better animal 
health practice is also required to ensure higher animal productivity.  
 
229. The “cattle fattening with the improved fodder” is already practiced by some cattle 
producers in Paek district to target the peak live beef season supply, and high price, over the 
October to March period. The farmers will either select the young cattle in their herd or buy 
the thin cattle from outside to fatten. The selected cattle will be fattened in the improved 
forages over a period of three to six months per round. More commercial farmers may fatten 
3 to 5 head per dry season.  
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230. The sale of the cattle is irregular. The farmers will sell the cattle when the family needs 
money for school expense, family illness, or for capital purchases. Farm gate prices for cattle 
and buffalos are totally based on visual assessment without any scales or weight tape. Farm 
gate prices for cattle fluctuate depending on cattle quality, market demand and competition 
among collectors and traders. 
 
E. Traders 

1. Local collectors 

231. Local traders for the livestock trade in Xiangkhouang province can be divided into two 
categories: 

(i) District collector: They have about 5 to 10 traders per district. They collect about 
40 to 100 cattle and buffalos per year; 

(ii) Provincial trader: They hold the trade license and the majority of them belong 
to the LTA18. In general, the provincial traders operate in the Phonsavanh (main 
town of Xiangkhouang province). The provincial traders have a large trading 
network and financial capacity to purchase the large number of animals. The 
LTA collect about 90 to 180 cattle and buffalos per month or about 1,620 head 
per year. This amount is less than the export data showed in Figure 1 because 
some of the LTA members exported the animals informally from their own 
district, especially for the traders in Nonghed district. In most cases, livestock 
trading occurs between regular buyers and sellers, where the networks, 
relationships and trust have been established. 
 

232. Provincial and district collectors have a good trading relationship with the producers. 
The trade information (demand, supply and price) is exchanged inside the network. For the 
trade outside the district and inside the province, there is no special requirement for the official 
paperwork for the animal transfer. But the tax payment must be played at the provincial level 
(20,000 KN per head). 
 
F. Vietnamese Traders 

233. LTA traders work closely with the Vietnamese traders to organize the aggregation of 
cattle and the meeting with the farmers. There is a strong business relationship between the 
LTA traders and Vietnamese traders and many are from the H’mong ethnic group. The 
business and cultural links contribute to relatively stable cattle market connection transactions. 
The local traders might achieve a margin about 200,000 to 300,000 per head.  
 
234. The procedure of the cross-border trade is similar to the trade outside the province. 
But the declaration needs to be made at a one-stop checkpoint service at the cross-border 
office, where the animals are further examined by the veterinary officer. When the export tax 
was paid, the animals can be exported. The costs related to the official exporting of cattle 
include:  

(i) Export license: 500,000 kip per year; 
(ii) Health certificate (PAFO): 50,000 KN per head + 100,000 KN per truck; 
(iii) Transportation (Phonsavanh - Border checkpoint in Nonghed): 1.2 million KN 

per truck of 15 cattle; 
(iv) Labour cost: 10,000 - 20,000 KN per head for the cattle carry across the border; 

 
                                                
18 The LTA is established in 2013. The main functions of LTA are: (i) facilitate and simplify the cattle export, (ii) 

regulate and monitor the cattle traders more effectively, (iii) exchange the cattle trading information to increase 
the bargaining power with trading partners, and (iv) ensure the consistency of tax, tariff and fee collection of 
cattle trade. Currently, the LTA has 32 members who operate inside and outside province. 
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(v) Paperwork: 300,000 to 400,000 KN per head for the export documentation from 
Xiangkhouang to Viet Nam. 

 
G. Slaughterhouses and Butchers 

235. Cattle and buffalos are usually slaughtered by local abattoirs and then the fresh meat 
is immediately sent to the meat retailers in wet markets. The slaughterhouse is a service 
provider in the cattle market connection. They provided the slaughtering service to the meat 
retailer in the wet market. The service fee is 50,000 KN per head for the cattle and buffaloes 
and 30,000 KN per head for the pigs. The slaughterhouse in the Phonsavanh village (urban 
area of Xiangkhouang province) processes about 10 to 15 heads of cattle and 300 to 500 pigs 
per day. The owner of slaughterhouse has invested 300 million KN into the facilities and 
equipment. The entrepreneur pays about 20 million KN per month for the labour, 3.5 million 
KN per month for the wood for the fuel and 1.2 million KN per month for the electricity and 
water. 
 
H. Value Creation 

236. There is no value adding for the live animal market. Farmers can increase value by the 
better fattening practice on forages as described above. The low hygiene and butchering 
method of fresh meat means there is no real value adding through the slaughter process. 
 
I. Business Relationships 

237. There is a strong business relationship between the LTA traders and Vietnamese 
traders, which contributes to relatively stable cattle market connection transactions. There is 
regular communication with the producers and traders over the market information (demand, 
supply and price). This leads to stable business relationships. However, the business 
relationships with the Nam Tong RSP cattle farmers can be opportunistic, and some of the 
farmers have a limited awareness of market opportunities for their cattle. 
 
J. Logistics and Infrastructure 

238. The lead traders (LTA and Vietnamese traders) organize the logistics by grouping the 
animals for sale in the same trucks to transport the products. Road and infrastructure is quite 
well developed and provides the opportunity for Xiangkhouang to supply markets in Viet Nam. 
Neither logistics nor transport infrastructure is a constraint to develop the market for Nam Tong 
catchment cattle production. 
 
K. Quality – Assurance and Maintenance 

239. At the national level, the law on Livestock production and veterinary matters No. 02/NA, 
amended November 2016, provides the principles, rules and measures for livestock 
production, including the maintenance of the animal’s health and the protection of animal 
species and resources, animals’ welfare and safety of food. It also aims to increase quantity, 
enhance quality of animal products and manufacturing of goods, protect the environment, 
integrate in regional and international markets, and to contribute to food safety and the 
productions in green, clean and sustainable methods. 
 
L. Institutions 

240. The livestock traders are required to register with Provincial Industry and Commerce 
Office (PICO) and be a member of the LTA for the operation in the province and overseas 
businesses. These are the main institutional requirements. Other than this the market 
connection members have no formal institutional requirements. On the other hand, the 
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livestock producers have no institutional requirement. The cattle farmers have a limited 
relationship with District Agriculture and Forestry Office (DAFO) and PAFO, and make little 
use of extension services for their cattle farming activities. 
 
M. Resources 

241. The cattle farmers have operating capital constraints and the smaller farmers have 
limited access to capital to invest in more cattle and farming equipment and facilities eg fences. 
The development of “Cut & Carry System” or “Fenced Grazing System” requires the capital 
investment for the farm fencing, shelter, and forage development. The local traders facilitate 
transactions and rely upon funds from the bigger market connection traders to fund purchases. 
These business relationships mean that the cattle market connection operates efficiently and 
the small traders sell the cattle to other larger traders and the Vietnamese traders. 
 
N. Cross Cutting Issues 

1. Gender  

242. Cattle fattening is an activity that women manage. Men are mainly responsible for the 
farm infrastructure development (farm fencing, shelter, and pasture development). One 
advantage for the Nam Tong catchment women and men farmers is that cattle fattening on 
irrigated forages is a low labour intensive activity. Cattle fattening on forages will not increase 
the women’s labour demand.  
 

2. Environment  

243. There are no environmental problems associated with the Nam Tong cattle farming. 
Intensifying cattle production by feeding forages on the irrigation scheme will not create any 
environmental issues. One benefit from the cattle grazing on the forages is the recycling of 
nutrients that will contribute to increased soil fertility.  
 
O. Conclusion 

244. The strong demand for Xiangkhouang cattle is driven by the markets in Vietnam and 
China. Consumption of beef in these countries is increasing and this trend is expected to 
continue. The production of Xiangkhouang cattle has been increased in response to the local 
and export market demand and associated cattle profitability.  
 
245. Development of Xiangkhouang cattle production has made some progress but it is still 
far from being a commercial and intensive cattle production system. Feed shortages in dry 
season have a major impact on cattle productivity and the reproductive rate of cows. The 
Vietnamese traders’ requirement is for bigger bulls that have a good lean meat yield. Once 
purchased the animals are transporting to Vietnam and slaughtered. There is no further 
fattening undertaken by the Vietnamese. 
 
246. The Xiangkhouang cattle market connection is efficient, short and stable. It is based 
upon long standing business relationships. Cattle producers in Xiangkhouang are well 
connected with the Vietnamese traders through the local collectors and are able to sell their 
animals over the whole year. There is a higher demand of cattle over the October to March 
where the producers can sell the animals for a higher price. The only times when the farmers 
may be weak sellers is in the latter part of the dry season and when they need money quickly 
for an unplanned event. 
 
247. The high proportion of cattle informally traded across the Lao Vietnam border has risks 
that may impact upon the cattle market connection, and the Xieng Khouane farmers. 
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Diseases, especially foot and mouth disease, have the potential to disrupt the trade if the 
Vietnamese authorities place a cattle movement ban. Nghe An province in Viet Nam, where 
most of the informally traded Xiangkhouang cattle go to, has one large scale dairy farm and 
more are planned there. Diseases from the informally traded beef cattle is a risk for these 
major investments and the investors may place pressure upon the Vietnamese agricultural 
authorities to apply quarantine regulations on the cattle trade. If the Vietnamese authorities 
instituted a quarantine requirement (as their regulations require), this would increase market 
connection costs and reduce the price paid to the farmers.  
 
248. It is assessed that there are no gaps in the cattle market connection where the project 
can intervene to improve market connection performance and increase income to the cattle 
farmers. The market connection assessment above has highlighted several areas where there 
is policy, cross border trade and quarantine, and on- farm production, issues. But these are 
beyond the scope of the SRIWSM project to address. 
 
P. Opportunities and Gaps 

1. Opportunity  

249. Cattle fattening on the improved forages to achieve a higher live weight over the dry 
season is the opportunity for the cattle farmers in the Nam Tong RSP. This model also gives 
the farmers an option to sell their animal at a more optimal time. One ha of forages mixed with 
the leguminous crops will be enough to feed 5 to 8 heads over 2 months-period (mid-February 
to May). The weight gain will be 0.5 kg per day (total of 30 kg live weight over 2 months-
period).  
 
250. Gross margin analysis by the Economic and Financial Analysis (EFA) for this scenario 
shows that the farmers can earn from KN 10 to 12 million per ha from cattle fattening 
operations. These gross margins are competitive with the financial returns for dry season 
crops. Better feeding of cows and younger cattle (using cut-and-carry and in-situ grazing) is 
also an opportunity that will lead to increased income, but the fattening option has the quickest 
and highest returns. 
 
251. The forage cattle fattening activity on Nam Tong will be a pilot that will have an 
associated outreach program targeted at all the Nam Tong catchment cattle farmers. The 
outreach will first concentrate upon intensive forage grazing for cattle fattening, and then be 
expanded to better feeding of cows and young classes of livestock. 
 

2. Gaps 

252. There are technology and equipment gaps that will require project interventions for the 
irrigated forage based cattle fattening activity to be successfully developed. 

(i) Farmers will require access to the fencing equipment that can moved for break 
grazing and taken down for the wet season production of rice. This will include 
the piloting of the use of solar powered electric fencing. 

(ii) Farmers will need some technical advice over the selection of green feed 
forages and grazing management of the forage for optimal weight gain. 
Previously cattle farmers in the Nam Tong catchment tried to grow some green 
feed forages but the forages that were used were not well suited to Nam Tong 
climate.  

 


