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VALTIP3 2020 Advancing Enhanced Wood
Manufacturing Industries in Lao PDR and
Australia

NATURAL RUBBER PRODUCTION IN LAOS

Laos experienced a rubber planting boom in the 2000s and there are now around 275,000 ha of planted
rubber trees (Hevea brasiliensis) in the country, primarily grown for producing latex. Rubber has been
planted be farmers, mostly in the North, and by companies under land concessions with the government
in the South. Around 44% of planted rubber area is mature and can be harvested, but much is under-
tfapped. This study explored the rubber sector to understand implications for rubber value chains including
the development of sustainable natural rubber sector.

Key Findings

e Rubberis the largest tree plantation type in Laos by areaq, but Laos is a small producer of
natural rubber on a global and regional scale. About 44% of the area of rubber in Laos is
mature enough to be tapped but most of the rubber areas are under-tapped due to low
prices since 2011 and labour availability limitations.

e Latex price voldatility is the main challenge for the sector. There is an expectation from some
smallholders that because the Government promoted rubber it should provide latex price
guarantees.

e Most smallholders are ‘price-takers’. However, the lack of an immediate need to tap and
sell latex, compared with other crops, means that growers can absorb low prices if they
have other income sources.

e In 2019 there were 24 registered latex processing factories in Laos. Most rubber growing
companies have established or plan to build their own processing factory and source latex
both from their own plantation and smallholders.

e Latex products are exported, mainly to China (54%) and Vietham (45%). Domestic
manufacturing of rubber products has not developed in Laos.

e Some Lao rubber growing entrepreneurs feel disadvantaged by export quotas for Chinese
companies (provided by China’s Opium Replacement Program) in Northern Laos that allow
companies to export their rubber to China without paying import tax.

e There are major challenges to enforcing contfract farming models. Some companies have
stopped buying latex from contracted farmers or have abandoned contracts altogether.
Those farmers may benefit by retaining all the latex they tap but are disadvantaged if they
cannot access markets.

e There is a rise in independent latex collectors as tapping expands. Some companies are
advocating for a ban on independent traders, while traders argue companies are trying to
monopolise the market and that they provide an alternative, more competitive market for
smallholders to sell their latex.
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e Grower groups and family networks are important for sharing knowledge and resources
during plantation establishment, tapping and for trading of latex, and for coordinating latex
collection and purchasing terms with companies.

e There is currently no rubber standard in Laos and latex is from mixed sources creating issue
for quality and traceability. Some products from Laos are exported to Vietham and China,
already labelled as Viethamese and Chinese products.

e Asfrategic inventory of rubber plantation to understand the dynamics of
latex production, including the future supply.

e Determining a clearer role for registered independent latex traders,
providing for tfransparent and sound competition among growers and
rubber companies.

o Support for the formation of collective entities and networks of
smallholder rubber growers to strengthen their bargaining power and to
facilitate the dissemination of best management practices and up-to-
date market information.

¢ Development of protocols for rubber source fraceability.

Recommendations

e Sirengthening the capacity of Lao Rubber Association, including to
facilitate connections between the government and rubber companies,
and to undertake market analysis and act as an information channel to
rubber growers.

e Facilitation of collaboration between Lao Rubber Association and

Vietnamese, Thai and Chinese Rubber Associations for cross-learning
and information exchange.

Research Approach

A value-chain approach was utilised to explore the rubber sector in Laos and its connections to investor
countries - primarily China and Vietnam. Interviews were conducted with key informants including
government, investors, processors and rubber growers, in provinces in Northern and Southern Laos.
Questions focussed on understanding land and plantation ownership, investment models, rubber and
the extent fo which rubberwood was included in decision-making about investing in and growing rubber.
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