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Executive summary

Demand for natural rubber has been rising considerably since the early 1990%, largely due to the booming
economies of China and India. Although demand is increasing, rubber prices have risen in the last two
years, they are still volatile. In northern Laos, however, the increasing demand for natural rubber in China
and the spreading of the success story of rubber planting in Had Nyao village in Luang Namtha province

has lead many farmers to invest in rubber planting.

This study assesses the situation of rubber planting in two northern provinces of Laos in Luang Prabang
and Oudomxay. The study was undertaken from November 2006 until February 2007 in two districts where
the Lao-Swedish Upland Agriculture and Forestry Research Programme (LSUAFRP) is based: Phonexay in

Luang Prabang province and Namo in Oudomzxay province.

The main objective of the study is to better understand how rubber is being planted in Phonexay and Namo
districts and the emerging challenges and opportunities for smallholder rubber development. The study
explores four interlinked factors: land management, technical issues, livelihood issues and contract farm-
ing. Based on the preliminary analysis, recommendations are given to local decision-makers on the ways to
improve rubber planting activities with due consideration to minimizing impacts on local livelihoods and
the environment. In addition, the study identifies areas of future research for NAFRI and other research

organizations.

Rubber has expanded rapidly in the two districts during the last couple of years and the interest among
farmers to plant rubber continues to be high. The study indicates that farmers who choose to plant rubber
in general have more access to agricultural land (i.e. paddy field) than those who do not plant. The study
also highlights that the main reasons for farmers to start planting rubber is their high expectation on in-
come and their interest in commercial agriculture production. However, the majority of farmers cannot
access information on agricultural markets and have not organized themselves into production groups to

better take advantage of emerging market opportunities.

The study concludes that farmers in the two districts are interested to plant rubber but if rubber farming is
going to be a means to achieve the twin goals of poverty reduction and shifting cultivation stabilisation, a
number of issues will need to be further explored and dealt with. The key findings of the study include the

following:

Land management issues:
There are increasing conflicts over land as a result of a number of factors. These include the government pro-
gram to consolidate remote rural villages, promotion of commercial agricultural production and planting of

rubber. This expansion has also resulted in decreasing forest cover and the limiting of livestock grazing areas.
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The study also revealed that indicative rubber suitability is not being used to plan where rubber is being
planted. This is both for farmers planting on their own and for companies who have been granted areas for
contract farming. Finally, the study found that there were few procedures in place at the district level for

collecting reliable information on where rubber is being planted, what variety and by whom.

Technical issues

The key technical issue is the type of clonal varieties that are being planted in the two districts. Both district
staff and farmers cannot certify the variety they are using or where it comes from. In addition, farmers and
district staff lack information and knowledge in terms of planting and managing rubber. It was found that
there is an immediate need to develop materials on a range of technical issues such as characteristics of
different clonal varieties, managing pests and disease and understanding how to carry out grafting. While
many farmers are practising intercropping in the first years (before the canopy closes), it is also uncertain
how the farmers will off-set income during the years before tapping. Further research on potentials for

diversifying agricultural production systems is urgently needed.

Socio-economic issues

Most farmers planting rubber on their own are wealthier farmers that have money and labour to invest. Thus,
most farmers did not express concern about food security during the earlier years of planting. However, as
rubber rapidly expands into forest and livestock grazing areas, there is concern that relatively less well-off
families depending on NTFPs for food and household income will have less options to ensure food security.
It was also clear that both farmers and district staff had little knowledge of the market for rubber. Farmers
do not know whom to sell to (unless they practice contract farming), what the market price is or how they
will sell their products. They are also unaware of the regional trade conditions, such as import tax imposed
by the Chinese. Furthermore, there is little discussion on alternatives to rubber and different ways rubber
can be introduced to maximize per labour productivity but minimising environmental and economic risks

particularly for the poor families in rural areas.

Contract farming issues

Currently, contract farming is only occurring in Namo District. While contract farming offers a viable op-
tion for farmers that do not have capital for investment, the contract and the contract development process
are still vague and unclear. For the most part, farmers are dissatisfied with the current arrangement with
the company, as they were not consulted when the contract between district and the company was signed.
This has resulted in a situation where the company (Ying Jiu Pa Company) has found it hard to find farmers
willing to participate in the scheme. It is also necessary to develop mechanisms to enforce contracts both
on the part of farmers and companies once the parties reach mutual agreement. Finally, contract farming
should not limit the options of farmers but be seen as a means to improve the livelihood options of farmers

who lack access to credit and are willing to engage in commercial agriculture production.
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1. Infroduction

The global demand for natural and synthetic rubber has increased since the early 1990s, largely driven by
the booming economies in Asia. While the total consumption for both natural and synthetic rubber in
Northern America and Europe accounted more than 60 percent of the global consumption in 1965, the
share declined down to approximately 30 percent in 2005 (See Smit and Burger 1992). According to the

International Rubber Study Group (IRSG), Asia’s consumption is now more than 50 percent'.

This change is primarily due to the rapid industrial development and economic growth of China and India’.
It is expected that China will consume 30 percent of global rubber production (both natural and synthetic
rubber) by 2020 (Anon 2006). Almost all natural rubber imported by China originates from Southeast
Asia, with Thailand accounting for approximately 70 % of total imports. China’s other main sources of rub-

ber are Vietnam, Malaysia and Indonesia (IRSG et al nd).

Although there is a steady demand for rubber, this does not necessarily mean that prices will continue to
rise. Figure 1 indicates the volatile nature of world market price for natural rubber despite efforts to regu-
late the market price of rubber by organizations such as the International Natural Rubber Organization
(Burger and Smit 1992)°. Since the 1960s, the price of rubber has actually declined in real terms from over
2,500 US$/tonne in 1960 to just over 600 US$/tonne, in 1990 values (FAO 2003). More recently, rubber
prices in Thailand fell more than 60% in a matter of months during 2006 prompting protests from rubber
farmers that sought government support in securing minimum price and protecting producer’s profits

(Boonchotee 2006).
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Figure 1: Rubber prices in New York and London: 1900-2000
Source: http://www.fao.org/DOCREP/006/Y4344E/y4344e0d.htm
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The surging demand for natural rubber in China obviously presents opportunities for a country like Laos.
Laos has a low population density, seemingly large areas of unused land and potential capacity to absorb
foreign investment. On the other hand, Laos is not in the optimal range for planting rubber with marginal
annual rainfall below 1,500mm and up to seven dry months (Watson 1989). Minimum temperature in
upland areas of northern Laos range between three to nine degrees Celsius (Hanson and Sodarak 1996).
Chapman (1991) notes that rubber plantation in Xishuangbanna prefecture, which is located in the south-
western part of Yunnan Province of China bordering Burma, Laos, and Vietnam, was nearly wiped out in
1973 and 1974 due to severe frost (p39). Similarly, a cold spell in 1999/2000 wiped out large tracts of rubber

in southern Xishuangbanna and northern Laos.*

Despite this, rubber is gaining widespread popularity among rural farmers in Laos. Rubber offers annual
income from the sales of latex after a period of seven years up to more than 30 years if properly maintained.
The timber can also be sold when latex is no longer tapped. The leader of Had Nyao Village claimed that
farmers can earn more than a million kip per month (97 USD, 1 USD=9,700 kip) and up to 15 million kip
(1,546 USD) per year (Vongsay 2004). Rubber is also seen by many government officials as one option to lift

rural farmers out of poverty and stabilize shifting cultivation as it is planted on swidden and fallow land.

Since the interest in rubber is quite recent, few studies have been carried out to assess and analyse the im-
pacts of rubber planting. In addition, the situation has quickly evolved since the first comprehensive study
on rubber was conducted by Alton et al. in 2005. Our current study builds upon the work of Alton et al.
(2005) and the outcomes from the Regional Workshop on Smallholder Rubber (May 2006). However, the
study is meant to be a “snap-shot” of the current status and issues arising in smallholder rubber planting in
two districts in northern Laos. It also investigates how foreign investors are introducing contract farming

to local farmers, and the roles of different stakeholders in the decision-making process.

1.1 Objective of the study
The main objective of the study is to better understand how rubber is being planted in Phonexay and Namo
districts (see Figure 2) and the emerging challenges and opportunities for smallholder rubber develop-
ment. The study explores four interlinked factors: land management, technical issues, livelihood issues and
contract farming. Based on the preliminary analysis, recommendations are given to local decision-makers
for how to improve rubber planting activities with due consideration to minimizing impacts on local liveli-
hoods and the environment. In addition, the study identifies areas of future research for NAFRI and other

research organizations.

1.2 Research questions
The main research question is “how is rubber currently being planted and what are the emerging impacts
on local livelihoods and the environment?” As mentioned above, the study focuses on four broad areas.

Within each of theses areas, more specific research questions were defined as follows:
2 Key issues on smallholder rubber planting



Land issues

¢ What smallholders are planting and how is
land for rubber planting selected?

v What is the impact of rubber on land use

change and fragmentation of land?

Technical issues

v/ What technical expertise do farmers pos-
sess and how do they obtain it?

v How are intercropping and agroforestry be-
ing applied and what are the different types
of crops that can be planted on smallholder
rubber field?

v What kind of planting material is accessi-

ble and affordable to smallholders? How are Figure 1: Map of northern Laos

they obtained?

Socioeconomic and livelihood issues

v How do smallholders planting rubber meet their food and income needs during the non-productive
period of rubber planting?

v What knowledge do smallholders possess of the market concerning potential buyers and price?

v What supports are available for smallholders from provincial offices, district offices and traders when

deciding to plant rubber?

Contract farming
v How does the decision making process work when contract farming is established?

v What are the kind of services and support that smallholders receive for contract farming?
2. Data collection and scope of the study

2.1 Data collection
Both secondary and primary data were collected for the study. Primary data collection was carried out
through interviews with stakeholders at different levels. These included farmers, PAFO and DAFEO ofhi-

cials, as well as officials from the Provincial and District Planning Offices in Namo and Phonexay District.

The research team consisted of junior researchers from three research components of LSUAFRP including

the Socio-Economic Research Component, Farming System Research Component and Forestry Research

Key issues on smallholder rubber planting 3



Component, as well as advisors from the Socio-economic Research Component. The team conducted semi-
structured interviews with representatives from provincial and district agriculture and forestry offices, and
with planning and investment office in two districts. At the village level, the research team conducted a
brief key informant interview at the beginning to understand the general background of rubber planting in
the village, and then conducted a semi-structured interview with households that were planting rubber, as
well as households that are not planting rubber. Altogether 39 farmers were interviewed (17 in Phonexay
and 22 in Namo). Household interviews were conducted by one or two persons from the team, while of-

ficials from district and provincial offices were interviewed by the research team as a whole.

In order to understand the general characteristics of the farmers that are planting rubber (or not planting),
a selected sampling was used whereby village leaders identified households from four different groups.
These include:

1. Farmers who plant rubber using their own capital. Majority of these farmers have temporary use
rights to the land where they are planting and have ownership over the trees planted.’

2. Farmers who have entered into an agreement with a company®. Farmers provide inputs including
land and labour, while the company provides remaining inputs (i.e. materials and seedlings, technical
expertise and market access).

3. Farmers who are supported by a project or external agency. In the case of Namo and Phonexay
districts, this specifically means households working with LSUAFRP on-farm trials. The aim of the
trial is to test different types of rubber based agro-forestry systems. Farmers planting rubber with
LSUAFRP have a similar arrangement to contract farming, where they provide land and labour while
the project provides technical inputs and seedlings. Farmers are free to sell their rubber latex on their
own. However, farmers are obliged to repay 80% of the cost of initial inputs to the DAFEO once they
start to tap latex without interest payment.” This is then pooled as a collective fund to provide credits
for other farmers in the village interested in planting rubber.

4. Farmers who do not plant rubber at all. These farmers were also interviewed in our study to under-
stand the reasons why they are not planting as well as to compare their characteristics with farmers

that are planting rubber.

In addition to the two districts, the team also visited Sing District (Luang Namtha Province), where rubber
has been planted by villagers since the early 1990s, to interview DAFEO staft and villagers. Through key
informant interview, we learnt about the history of rubber development in the district and the way farmers
managed smallholder rubber plantations. In addition, the research team visited Nambak District (Luang
Prabang Province) to interview DAFEO staff and the Sino-Lao Rubber Company. These visits were made

to compare the development of rubber in other districts to the study districts.
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2.2 Limitations and scope of study
This study is a preliminary assessment of the rubber planting situation in Phonexay and Namo Districts.
It was also conducted by a team of junior researchers at NAFRI guided by LSUAFRP advisors. As such it
provides a “snap-shot” of the current status of rubber planting in the two districts and is not meant to be
representative of rubber planting in the country as a whole. The study is meant to be used as a point of dis-

cussion to develop further research and development interventions in these two districts.

Another limitation of this study concerns the contradictory data that was provided by different agencies
during the study. While obtaining data in the field, it was clear that district and even project staff did not
have reliable data on rubber planting in the two districts. This is understandable given the rapidly changing
environment and lack of systematic data management systems within the districts. Thus, figures presented

in this report, should be seen as an estimation of what is actually being planted.

Although some of the challenges met by stakeholders involved in rubber production in Namo and Phon-
exay might be similar with cases reported in other parts of Laos, it should be noted that investment arrange-
ments that are described in the current report are not representative. In Namo and Phonexay, concession
rights have not been granted to companies to plant rubber for latex extraction or hiring local labour as had
been the case in Nambak district in Luang Prabang, or Bachieng District in Champassak and Lao Ngam
District in Saravane where land disputes arose between the local farmers and foreign investors (Vientiane
Times 2007b). While the issue of land concession for agricultural development is a critical issue (see also
Vientiane Times 2007 a,b), this study focuses more on emerging problems on investment approval and

land use planning processes.
3. Situation of rubber planting in northern Laos

Rubber planting has experienced a significant boom during the last decade in northern Laos as Chinese
demand for natural rubber has increased, coupled with rising world price of natural rubber. Local authori-
ties in northern Laos are frequently approached by Chinese investors with investment plans for rubber
planting. In the meantime, rural farmers are also showing interest to plant rubber with the hope of securing
a source of long-term income for their family. Unlike other boom crops (i.e. Job’s tear, maize), there are yet

no signs that the surging interest in rubber is about to diminish (Ketphanh et al. n.d.).
According to Table 1, northern Laos accounts for 58 percent of total rubber planted in Laos today. The plan

of the Ministry of Agriculture and Forestry is to expand this by more than seven times up to 121,000 ha by
2010.
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Table 1 Target and potential for planting rubber (Unit: ha)

Regions 2007 2010 (plan)
Northern 16,547 121,000
Central 2,946 10,000
Southern 8,738 52,840
Total area of rubber 28,231 183,840
Share of total land 0.12% 0.78%

Source: based on Forestry Research Centre (2007)

While rubber planting in Laos began during the 20th century with the introduction by the French in south-
ern Laos, it never achieved a great success. Farmers living on the Chinese border in Luang Namtha province
began to take interest in rubber in the early 1990s. The success of smallholder rubber production in China,
and the series of economic reform that dismantled the State Farm System in Xishuangbanna coupled with
the opening of the regional border between China and Laos in 1992 had triggered increased interest of
farmers in Laos to plant rubber. As accounted by Alton et al. (2005), Had Nyao village was among the first
groups of villages that began to plant rubber in Luang Namtha province in the early 1990s.

The case of Had Nyao smallholder rubber production has been well studied (Phouyyavong et al. 2004,
Alton et al. 2005, Manivong and Cramb 2006). In the first year of tapping, households in Had Nyao village
made approximately 4 million kip on average as net household revenue. The net revenue increased in the
second year to around 4.8 million kip. In the third year, it was more than 8 million kip due to increased
production and surging latex prices. The success of Had Nyao village spread quickly. As the price of dried
latex increased from 3,000 kip per kg to 7,000 kip per kg in 2004, this became a national sensation not only
provoking more farmers to plant rubber, but also stirring the interest of policy makers that were keen in
achieving multiple goals of the government policy: stabilizing shifting cultivation practices, eradicating
opium production in the upland areas, and alleviating rural poverty. The timing could not have been more

appropriate, especially for the Chinese investors that sought to expand their business in northern Laos.

As interest in rubber increased, a number of issues have also been identified. One major concern is the
widespread conversion of forest land its implication on natural resource management and local livelihoods.
For example, Schipani (2007) points out the detrimental impact the expansion of rubber has had in Luang
Namtha on forest conservation and ecotourism activities. At the regional workshop on rubber develop-
ment in Laos held in Vientiane in May 2006, policy-makers from different levels were provided an oppor-
tunity to learn lessons about rubber from experiences of other countries in Southeast Asia and South Asia
(NAFRI, NUoL and NAFES 2006).

Several of the issues raised at this workshop were evident in the study areas, including:
v Lack of institutional support for small holder rubber either through credit schemes or clear guidelines

and standards to entering into contracts with foreign investors.
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v Little systematic use of land use methods to plan where it is appropriate to plant rubber.

AN

Extension agents lack basic knowledge and skills in providing support and information to rubber’
v Farmers need to diversity their income rather than relying solely on rubber. This could be from having

multiple sources of income or from intercropping or developing agro-forestry system with rubber.

3.1 Status of rubber planting in Oudomxay province
Rubber planting in Oudomxay started in 2003 and has experienced a rapid expansion since. According
to PAFO (Table 2) more than 4,500 ha are being planted in four districts. Following the agreement be-
tween three northern provinces (Bokeo, Luang Namtha and Oudomzxay) in October 2005 to restrict rubber
concessions®, PAFO in Oudomxay is keen to promote contract farming and smallholder rubber plant-
ing together with private investors. There are six companies investing in rubber in Oudomxay (Table 3).
These consist of one joint venture (Sino-Lao), four Chinese companies (Ying Jiu Pa, Jien Fong, Jien Taly,
Chongxay) and one Lao company (Siphansalika). In addition, there are a number of private individuals
from Laos investing in large-scale rubber plantation in Namo (500 ha) and Xay (207 ha) districts. It was

also estimated by the Oudomxay PAFO that small-holders have planted around 1,000 ha on their own.

Table 2: Estimated are under rubber planting in Oudomxay (Unit: ha)

District 2003-4 2004-5 2005-6 Total
Xay 9 132 967 1,108
Namo 74 76 350 500
Houn 768 43 840 1,651
Beng - 488 784 1,272

Total 851 739 2,941 4,531

Source: Oudomxay PAFO (2006)

Table 3: Rubber investment in Oudomxay

Approved area| Duration of
of investment | investment | Date of investment | Area planted
Companies District (ha) (years) approval 2005-2006 (ha)
Sino-Lao Joint Xay 5,000 30 Oct 2005 488
Ying Jiu Pa Namo 2,500 30 Mar 2006 200
Jien Fong Houn 6,666 30 Jul 2005 500
Jien Fong Beng 2,000 30 Jul 2005 750
Jien Taly Houn 2,500 40 Aug 2006 40
Siphansalika Beng 2,000 15 Aug 2005 660
Chongxay Xay 2,000 30 Aug 2006 40
Total 22,666 2,678

Source: Oudomxay PAFO (2007)°

According to the Deputy Head of PAFO in Oudomxay, rubber is seen as one of the many cash crops which
could enhance the living standards of upland farmers. PAFO is particularly keen on promoting industrial

plantations, cash crop production (e.g. maize and Job’s tears), livestock production (especially cattle) and
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NTEFP production, especially peuak meuak (Boehmeria malabarica), bitter bamboo and cardamom. In-

dustrial plantations include eucalyptus (for essential oil extraction), rubber, jatropha'®and agarwood.

3.2 Status of rubber planting in Luang Prabang province
According to figures provided by PAFO, rubber planting started to expand in seven districts' beginning
in 2003. It is estimated that rubber was planted on approximately 300 ha by 2005 (Table 4). According to
the Head of the Provincial Department for Planning and Investment (PDPI), this figure rose to 2,500 ha in

2006, an increase by approximately eight times.

Table 4: Estimated are under rubber planting in Luang Prabang (Unit: ha)

Districts 2004 2005
Luang Prabang 3.0 20.0
Chomphet 46.0 34.0
Xiengngyeun 6.7
Nan 56.4
Nambak 24.3 132.1
Viengkham 48.0
Pakxeng 22.2
Total 73.3 319.4

Source: Luang Prabang PAFO (2006)

Four investors have been approved by the Provincial Governor to plant rubber on a total of area 17,000 ha
(Table 5). This includes two Chinese companies and two Lao companies. One of the investors, Sino-Lao
Company operating in Nambak district of Luang Prabang was given a concession to plant rubber jointly

with Mr. Thongly totalling 7,000 ha (See also Appendix 1).

Table 5: Rubber investment in Luang Prabang 2

Companies Year of approval District Concession area (ha)
Sino-Lao 2002 Nambak
Tongly 2002 Nambak 7,000
Kouangsy 2003 Ngoy, Viengkham 5,000
Chonghe 2005 Chomphet, Nan 5,000
Total 17,000

Source: Luang Prabang PAFO (2006)

However, both the PAFO and the Provincial Planning and Investment Office stressed that rubber is only
one of many development options in Luang Prabang. Tourism is the most lucrative business in the prov-
ince and is increasing the demand for food production. Another market opportunity is demand for wood
furniture which still makes teak a popular option. Table 6 shows teak plantations are still predominant in

Luang Prabang although rubber planting has increased by 25 percent between 2004 and 2005.
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Table é: Share of free plantation in Luang Prabang: 2004-2005

2004 2005

Type of tree ha o Ha o
Teak 568.3 51% 675.1 52%
Paper Mulberry 283.0 25% 160.0 12%

Bamboo 31.2 3% 30.2 2%

Agarwood 37.3 3% 85.3 7%
Rubber 73.3 7% 319.4 25%

Fruit 121.8 1% 26.5 2%
Total| 1,115 100% 1,297 100%

Source: Luang Prabang PAFO (2006)

4. Situation of rubber planting in Phonexay and Namo districts

4.1 General situation
Phonexay and Namo are both project districts of NAFRI/LSUAFRP. These two districts are among the 47
poorest districts identified by NGPES (GoL 2004). Phonexay is located away from the main road leading
north from Luang Prabang and limited access roads to upland villages. The mountainous topography of
Phonexay also poses more challenges for agricultural production. On the other hand, Namo is easily acces-
sible as the main road to China cuts through the district offering many commercial trading opportunities.
LSUAFRP began working in nine villages of the two districts in 2002, with the focus to improve sustain-
able agricultural production in the upland areas and rural farmers’ well-being. Introduction of rubber in
the two districts began in 2003 as farmers began to hear about the success of Had Nyao village in Luang

Namtha province.

4.1.1 Namo District

In Namo, rubber area has increased rapidly since its inception. Due to its location close to the Chinese

border and to Luang Namtha, farmers are becoming more engaged in rubber and cash crop production.
According to the latest figures, there are approximately 630 ha of rubber planted in more than 13 villages of
the district (see Table 7), of which two thirds were planted in 2006. This is an increase from seven villages
in 2004 totalling less than 100 ha (Land Management Component 2005). The rapid expansion of rubber
in 2006 was partly prompted by a Chinese company (Ying Jiu Pa Company Ltd.) which was officially ap-

proved in 2006 to promote contract farming with local villagers in the district.

There are a total of 40 households participating in the integrated rubber planting trials of LSUAFRP total-
ling 39 ha. Table 7 also indicates that a large majority of farmers plant rubber on their own. The majority of
the farmers are planting rubber on their swidden and fallow fields that are close to the road (Also see Land

Management Component 2005).
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Table 7: Area of rubber planting in Namo district in 2006 (Unit: ha)

Villages Contract Using their own | Supported by
farming capital LSUAFRP Total
Namo Tai 3 3 10 16
Namo Neua 13 17 6 37
Pangdou 16 10 26
Pangthong 62 7 69
Houayxang 2.5 36 38.5
Nahom 95 95
Mixay 4 4
Kokfat 87 6 93
Namxei 4 4 8
Phouthong 4 4 8
Natong 9 9 18
Nampheng 4 4 8
Houayoll 8 8
Other villages 46 161 207
Total 85.5 510 39 634.5

Source: Interview with DAFEO (2006)

4.1.2 Phonexay District

In Phonexay the interest among farmers to plant rubber is also growing. However, the total area that has
been planted is just seven percent of Namo district. There are four villages planting today and the total area
is a little less than 50 ha (Table 8). According to the District Governor, no company has been approved to
plant rubber with farmers in Phonexay; however, several private investors have already approached the
district to seek permission to invest in rubber. The District Governor does not perceive rubber as the only
crop that is suitable for uplands. Teak and fruit trees, as well as livestock production are also considered an
option for upland farmers. The expansion of rubber in Phonexay is currently inhibited by poor road condi-

tions, mountainous terrain and its distance from the main production centres along the Chinese border.

Twenty-four households in two villages (Houaymaha and Poungpao) are participating in integrated and
inter-cropped rubber planting trials with LSUAFRP, totalling an area of 22 ha. In addition, there are a
number of farmers in villages along the road that have set up nurseries for rubber seedlings. As in Namo
district, farmers are using swidden and fallow fields along the road that are not occupied by teak to plant

rubber. There is no indication of farmers cutting down teak forest to replant with rubber.
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Table 8: Area of rubber planting in Phonexay district in 2006 (Unit: ha)

Villages Usmg(:l':iailcrﬂown suT?l?EE:P by Total
Nam Bo 19 19
Houaymaha and
Poungpao 5 22 27
Thangkham 0.6 0.6
Total 24.6 22 46.6

Source: Interview with DAFEO (2006)

4.2 Characteristics of households planting rubber
Thirty-nine households were interviewed in eight villages of Namo and Phonexay. Table 9 shows 24 house-
holds (more than 60 percent) are planting rubber, out of which 14 are using their own financial resources

to plant rubber. Also in Namo, four households are experimenting with different planting arrangements

Table 9: Rubber planting arrangements of interviewed farmers

. Phonexay Namo
Types of planting arrangement No. of HH No. of HH

Supported by project (A) 2 1
Using their own resources (B) 7 7
Planting with the company (C) 0 3
Not planting rubber (D) 8 7
Aand C 0 1
AandB 0 1
Band C 0 1
Others 0 1

Total 17 22

Source: Fieldwork (2006)

Out of the nine households that are planting rubber in Phonexay five of them began to plant in 2005. Mean-
while in Namo, nearly half of the households began to plant only recently in 2006 (Table 10).

Table 10: Numbers of families planting rubber: 2004-2006

Phonexay Namo
Year of planting | (No. of HH) (No. of HH)
2004 1 4
2005 5 4
2006 2 7
Total 8 15

*Data from one household in Phonexay is missing.
Source: Fieldwork (2006)
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The ethnicity of the households participating in the study is depicted in Table 11. In both Phonexay and
Namo, Hmong ethnic groups are well represented. Khmu villagers constitute roughly one third of the
households interviewed in Phonexay but none in Namo, whereas Tai Dam and Lao villagers represent al-

most 60 % in Namo but none in Phonexay.

Table 11: Ethnicity of households interviewed

Ethnic No. of households in | No. of households in
groups Phonexay Namo
Hmong 11 8
Khmu 6 0
Tai Dam 0 13
Lao 0 1
Total 17 22

Source: Fieldwork (2006)

The average rubber holding per household within the 20
study’s sample is 1.6 ha (Figure 3). While this is larger

than smallholder rubber plantation in Xishuangban-

na prefecture ranging between 0.1 and 0.5 ha (Chap-
man 1991), this is still smaller than smallholder rub-
ber plantations in other Southeast Asian countries

ranging between 2 to 5 ha (Gouyon et al. 1993, Yung

No. of households

etal. 2005)". In the sample of 24 households planting

rubber, only one family in Namo (Pangthong village)

claimed to manage more than 5 ha of rubber.

ol | I
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Table 12 indicates that farmers who are planting rub- Area of rubber (ha)

ber also have more access to agricultural land (i.e. Figure 3:Households planting rubber and land size

paddy rice, rubber, other agricultural fields) than in two districts

those not planting, In addition to land, Table 13 indicates more than 40 percent of households planting
rubber have labour sources greater than two persons. The table also suggests households that are planting

have more household labour compared to those that are not planting rubber.

Table 12: Average agricultural land of smallholders (Unit: ha)

Households Households not

planting rubber planting rubber
Namo 4.9 (1.4) 2.7 (1.5)
Phonexay 4.8 (1.4) 3.2 (2.8)
Average of two districts 4.9 (1.4) 3.0 (2.3)

* Standard deviation within parenthesis. Data from two households are missing.
Source: Fieldwork (2006)
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Table 13: Labour units in relation to decision of planting or not

Labour units per

No. of households

No. of households not

household planting planting
One or two 12 11
More than two 11 3
Total 23 14

*Data from two households are missing.

In terms of ethnicity and rubber planting, Table 14 indicates more than 50 percent of the households
interviewed are Hmong, which is followed by Tai Dam households. Hmong farmers are known for their
shifting cultivation practices but also for their quick adaptation to commercial agriculture. While many
of the Hmong households previously engaged in opium cultivation, recent relocation to lower elevation
had forced them to adapt their agricultural production systems to more sedentary practices. On the other

hand, Thai Dam farmers in Namo are long time residents and could access reserved or unused land.

Table 14: Ethnicity in relation to decision of planting or not

Ethnic groups No. of households planting No. of households not planting
Hmong 14 S
Khmu 1 5
Tai Dam 8 5
Lao 1 0
Total 24 15

Based on household interviews, the majority of farmers became interested in planting rubber either through
visiting their relatives, or by learning from others (see also Appendix 2). Many farmers visited their rela-
tives in Luang Namtha province or Meng La County in Xishuangbanna Prefecture (China). Here they
saw households that planted rubber over a decade ago and were earning steady income from the sales of
latex. They also mentioned that they received technical information on planting and maintaining rubber
from relatives and friends in Luang Namtha or Mengla County. Even households not planting rubber also
aspired to plant rubber, if they had access to capital. These farmers also planned to use their swidden and

fallow lands to plant rubber using their own household labour.

Some farmers in Namo district decided to participate in contract farming with a private investor from
China (Ying Jiu Pa Company Ltd.) because they lacked capital to invest on their own. As there is still virtu-
ally no opportunity for smallholders to access credit to plant rubber, the only option available is to enter
into contract farming (see also Alton et al, 2004 on the case of Had Nyao). A number of farmers pointed
out the advantages of contract farming with Chinese companies; access to planting material, technical su-
pervision on rubber management, and market distribution of latex'*. However, farmers also considered the
long-term profit sharing arrangement with the Chinese investors as being economically disadvantageous to

them as the perceived profits accruing from their labour inputs were fixed throughout the tree life.
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4.3 Land use

4.3.1 Land conversion and land-use conflicts

Farmers in Phonexay and Namo are converting, or have plans to convert, their old swidden and fallow
fields to grow rubber. On average, farmers have three upland plots and generally use one of the plots located

along the road to plant rubber.

According to the land use survey conducted by the Land Management Component in Pang Dou village in
Na Mo, there was a significant reduction of forest land between 2005 and 2006 (Table 15). Conservation
and protected forest areas declined by 50 and 32 percent respectively while village use forest declined by
48 percent. At the same time upland agricultural land increased by 76 hectares or 18%. The significant
reduction of forest land was triggered in part by the expansion of rubber but primarily by re-location of
new families to pang Dou village as part of the government policy to consolidate remote villages. Concen-
tration of population has made land more scarce and led to increased conflicts as farmers struggled to seek

means of livelihood through commercial agriculture production.

Farmers interviewed in Pangdou village mentioned that the increased clearing of forest area for rubber
has affected communal resources including NTFPs and water supply for paddy fields (Land Management
Component 2005). Expansion of rubber has also triggered conflicts over livestock grazing. Many families
interviewed in Namo Tai and Namo Neua have sold their cattle due to expansion of rubber and other cash
crop production into areas where they used to free graze their cattle. New village rules have also been
established to fine owners that free graze and damage other farmers’ crops, namely young rubber trees.
At the same time, loss of grazing areas in nearby fields have made farmers seek grazing land far from the

residential areas, adding more family labour to look after their livestock.

Table 15 Land Use Change in Pangdou village, Namo District (2005-2006)

2005 2006
Land Use Category Area (ha) Area (ha) Changes

Protection Forest 91 62 -32%
Conservation Forest 72 36 -50%
Village Use Forest 33 17 -48%
Regeneration Forest 8 8 0%
Upland Agriculture 413 489 +18%
Other areas 4 10 +150%
Cemetery 2 2 0%

Total 623 624 0%

Source: Land Management Component (2005)
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4.3.2 Land suitability zoning and site selection

Another land-use issue regards the selection of sites for rubber planting. In the case of Namo district, Ying
Jiu Pa Company Ltd. has signed an agreement to invest in contract farming with local villagers (see also
Appendix 1). The company seeks a total of 6,700 ha for rubber planting and processing'®>. However, prior to
the agreement the company and the district did not carry out any land suitability study to identify the most
suitable areas to plant rubber. Nor were any social or environmental impact studies carried out to under-
stand the existing conditions of the land. As shown in Table 16, there is less than 3,000 ha estimated as be-

ing suitable according to an assessment made by the Soil Survey and Land Classification Centre/NAFRI.

Table 16: Areas suitable for rubber planting in Phonexay and Namo

District Current Highly suitable Moderately
(2006) suitable
Namo 635 191 2,680
Phonexay 47 1,300 0

Source: based on interview and survey of SSLC (2007)

In 2005, the Land Management Component of LSUAFRP piloted a method to identify potential areas suit-
able for rubber planting (indicative rubber suitability zoning) in Pangdou and Pangthong villages. The pro-
cedure used three physical parameters, elevation, land slope and land use type to identify potentially suit-
able areas for rubber, i.e. elevation no greater than 700 masl, slopes less than 36%, and swidden agricultural
land. Areas of forest and paddy land were excluded in the process. Once the suitable areas were mapped
using GIS, they were used with villagers to verify suitable areas “on the ground” (Land Management Com-
ponent 2005). Following the exercise, a simple set of technical recommendations was also developed and
provided to the district staff. However, villagers in the district appear to know very little about appropriate
site selection for rubber which indicates that this procedure has not been widely applied by district staft to

identify suitable areas to plant rubber.

For example, farmers who started planting rubber at a relatively early stage claimed that secondary forest
was most suitable for rubber due to rich soil nutrient. Another group of farmers claimed that rubber can
grow anywhere. During our fieldwork we found that even extension staff at DAFEOs were unfamiliar with
physical properties suitable for rubber planting such as elevation, temperature, rainfall, wind velocity, and
so forth. It is also noteworthy that PAFO in Luang Prabang recommends farmers not to plant rubber higher

than 600 masl, whereas DAFEO in Phonexay suggests planting no higher than 900 masl.

4.3.3 Lack of information on rubber planting at district level

In both Namo and Phonexay, there is a general lack of information on where rubber is actually being
planted and the way it is being planted. DAFEO is obliged to report areas under cash crop every year to
PAFO, but the state of rubber planting in both districts has not yet been assessed. There also seems to be
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no systematic way to collect information of different types of arrangements under which rubber is being
planted. While the area under contract farming may be estimated based on records of agreed contracts
with investors, it is particularly difficult to assess the area under which individual farmers themselves are

planting on their own.

Investment plans to use large tracts of land for rubber planting, even for contract farming with local villag-
ers, are seemingly approved without actual identification of the land on maps. While both local line agen-
cies under PAFO and Provincial Investment and Planning Committee (PIPC) are responsible for foreign
investments in agriculture land use information is not mutually shared.

4.4 Technical issues

4.4.1 Extension technigues and access to technical information

China has become an important provider of not only financial capital but also technical inputs for farm-
ers wanting to plant rubber. Wealthy farmers in the border areas often purchased seedlings directly from
China. Others collected or purchased seeds and produced their own seedlings. Some of the well oft-farmers
in Sing District even hired Chinese labour for planting, especially experienced former State-Farm workers,
despite the high costs required. Those farmers that hired Chinese labour felt more confident hiring them
rather than local labour as the Chinese were more experienced planting and maintaining rubber. Farm-
ers who cannot afford to hire Chinese labour hired local labour to assist with slashing and clearing, while

household labour is used to plant rubber.

Box 1 summarizes the techniques commonplace in China for planting rubber. Luang Namtha’s PAFO has
also prepared information on rubber planting techniques (see Box 2) based on existing information from
Thailand and on their first hand experience (pers. comm. with official from Luang Namtha PAFO). One
of the main differences between the two sets of information is that the information prepared by PAFO in
Luang Namtha does not mention anything about critical aspects for site selection including slope, wind
way, and amount of sun light. The information provided by Luang Namtha PAFO is one of the few tech-
nical handbooks widely available on rubber in northern provinces. More information is needed by both
technical staff and farmers on a range of technical issues including: plantation maintenance (e.g. weeding,
fertilizer application, pest and disease management), different characteristics of clonal varieties, process-

ing, and marketing

For the most part, farmers in Namo and Phonexay districts access information on rubber through informal

exchange with other villages and through their relatives as there are little information available through
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Box 1: Standard rubber planting technique in China

1. Survey land and marking land. Critical features are slope, wind way, and amount of sun light.

Land is prepared using both tractors and human labour.

Prepare terraces for land located on mountain slope greater than five degrees.

For mono-cropping, seedlings should be planted 5x 7,3 x 7, 3x 6, 3 x 5.5 or 3 x 4 meters apart.

If other crops are intercropped rubber seedlings should be planted 2 x 8-10 meters or 3 x 15-18

meters apart depending on intercropped material.

4. Holes for planting rubber seedlings should be 80 centimeter wide and 50 centimeter length,

and should be at least 60 cenfimeter deep.

Rubber frees should be planted before the rainy season begins.

Weeding should be done at least around 1 meter diameter from the tree. The ground should

be covered to keep the moisture in the ground. If the trees do not grow well, chemical fertilizers

can be added (205.5 kg of nitrogen per ha, 20.6 kg of phosphorus, and 92 kg of potassium).

7. Intercrops can be planted to confrol soil erosion, and retain ground moisture, as well as provid-
ing incomes for households through sales of intercrops.

@

&> O

Source: Thammavong (2007)

DAFEO and other local agencies. For instance, farmers in Nambo village (Phonexay District) have learnt

to plant rubber from smallholders in Houaymaha and Poungpao villages of the same district that started

to plant rubber a few years earlier. These farmers and others also claim that they began to take interest

and learn ways to produce rubber seedlings from their relatives in Luang Namtha Province and also from

Nambak district (Luang Prabang Province). Some of these relatives (particularly Hmong) had gained ex-

perience working on the State Farms in China.'®

Box 2: Techniques of planting rubber in Luang Namtha

Land preparation

1. Holes of 60 x 70 x 80 centimeter are dug after the field is cleared. Holes should be spaced 8 - 10
meftres apart side ways and 2 — 2.5 meters apart length. On sloping land, holes should be dug
along the contour line.

Surface soil and bottom soil from the holes should be separated.

Surface soil should be placed at the bottom of the hole, while bottom soil should be placed to
cover the rubber seedlings.

4. Soil should be placed back at least 30 days before planting seedling.

2.
3

Planting

Rubber seedlings should be planted between the end of May and the end of June.

Dig a hole about 50 centimeters deep with a shovel.

Place the seedling in a hole and fill it with soil, step on the soil for compacting.

Grafted buds should be four to five centimeter above the ground.

Grafted buds should face the wind way or should be furned around away from the slope.

Buds should be protected after planting.

Soil should be mounded around the seedlings.

Rubber seedlings should not be left unplanted for many days as they are more prone to disease
and pests.

29 N @ Ou = (@9 |9 =

Maintenance

1. Protect against disease and pests.

2. Weeding is necessary every year.

3. Branches should be pruned regularly and terraces should be fixed.

Source: Sisavanh (2004)
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4.4.2 Clonal varieties and seedling quality

In general, it was observed farmers’ had limited knowledge about different clonal varieties of rubber and
little capacity to assess the quality of seedlings being planted. Out of 23 households planting rubber 17
households replied that they were not sure of the varieties that they were planting. This included numbers
of households that were planting with the company (Table 17). Remaining six households including some
of the households that participated in LSUAFRP trials either used combination of GT1 and 77-4 (see also
Alton et al. 2004).

Table 17: Knowledge on clone varieties used by households

Clone varieties No. of response
GT1 and/or 77-4 6
Noft sure 17

While farmers planting with the company or with the project received seedlings, those farmers planting on
their own either purchased or grafted seedlings by themselves. Although farmers sometimes are aware of the
existence of different clonal varieties, they have little knowledge about what is suitable for their land and the

ways to manage each variety for optimum production.

Most farmers that are grafting seedlings explain that they have learnt the technique from relatives and friends
in other provinces and districts. In the case of Namo district, many farmers had connection with relatives
and close friends in Luang Namtha where rubber planting begun earlier. In Pangthong and Pangdou vil-
lages, Hmong families that had relatives in Had Nyao village in Luang Namtha received advice directly from
them when problems occurred. Farmers also travelled to villages in Luang Namtha to purchase budding
materials for grafting. Although they still had limited experiences, early planters in Pangthong village were

now beginning to produce seedlings for other nearby villagers and providing technical advice (Figure 4).

Some of the early pioneers planting rubber
in Namo are beginning to produce seed-
lings on their own for sales to other farmers.

ojiing “A :00Ud

Figure 4: Local farmers’ rubber nursery

However, even these pioneer rubber planters that sell seedlings in Namo district were not aware of the vari-

eties that they were producing. One farmer commented, “(w)e bought rubber seeds for root stock and went
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to Luang Namtha to purchase grafting materials. We purchased grafting materials from trees that were said

to be growing well” This implies that the farmers are not only uncertain about the variety of buds that they

are grafting but also of the rootstock. Table 18 indicates main problems faced by farmers planting rubber in

two districts. Out of 18 households 16 claimed that they had causalities with seedlings in the first year after

it was planted in the field (see Figure 5).

pyilnd "A :sojoyd

Villagers claim that seedlings are often damaged by termites and moles. According to Watson

(1989), Huang and Pan (1993) rubber grown in China are prone to damage by cold climate.

Damage can be caused by sudden drop of temperature below 5 degrees (with below 0 de-
grees on leaf surface) and day time temperature rising to 15-20 degrees, This often causes leaf

margin to shrivel, spots appearing on lamina, dying of shoots and trees. Daily minimum tem-
perature below 8-10 degrees for 3 consecutive days can also cause tree to die.

Figure 5: Technical problems of managing rubber

While farmers are uncertain about the direct cause of the problems, they suspect several reasons (Table 19).

As shown in Figure 5, farmers in Namo thought that termite and moles were main cause of root damage,

which caused young rubber trees to die. Farmers also suspect that discolouring of the leaves were caused by

disease, although cold climate and shortage of water might have caused the damage. Labour shortage and

contract farming were also minor problems among the households interviewed.

Table 18: Main problems faced by farmers

Main problem

No. of response

Tree damage

16

Labour shortage

1

Contract

1

Table 19: Main causes of problem

Main cause of problem

No. of response

Pest

Frost

Labour Shortage

Disease

Noft sure

— || WIN|
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As there are limited extension services offered by DAFEQ, farmers are currently seeking their own solu-
tions to the problems (often by asking their relatives in other provinces). Out of 18 farmers, 12 farmers are
replanting (or planning to replant) the trees on their own. Only two farmers applied pesticides that were
purchased in China, but were not confident whether these were the right type of fertilizer or whether they
have applied it correctly. Table 20 indicates that only three farmers were uncertain and did not take any
actions. However, other farmers that took actions were also uncertain whether the actions taken would

resolve their problems.

Table 20: Actions taken to solve problems

Actions No. of response
Replanting 0
Planning to replant

1
2
Hire labour 1
Used pesticide 2
Noft sure (no action) 3

During the interview, Deputy of PAFO in Oudomzxay shared his concern over lack of control over quality of
seedling. It is assumed that companies investing in the province use fairly good quality seedlings, however,
there is no external control of the quality. A greater concern over quality seedlings looms as private nurser-
ies are rapidly spreading as farmers’ interest on rubber expand, and as individual farmers are beginning to
produce and sell seedlings to other farmers. PAFO also does not have good access to information on rub-
ber, especially information on clonal varieties and its advantages, as well as what varieties are suitable for

planting in Oudomxay to support local farmers in maintaining healthy rubber plantations.

On the other hand, in Luang Namtha, PAFO is in the process of registering nurseries to control the qual-
ity of seedlings that are sold. However, as we have seen in Oudomxay and Luang Prabang, there are many
private nurseries and there is no system to support farmers to refund or replace seedlings if the purchased
seedlings do not grow well. Neither in Oudomxay nor Luang Prabang has there been any discussion on

registering nurseries and controlling the quality of seedlings.

4.4.3 Intercropping and agroforestry

Intercropping signifies a system where one or a few crops are grown in the same field to complement pro-
duction and economic benefit generated from each crop. It is also considered an alternative to monocrop-
ping which extracts soil nutrients, and requires intensive application of fertilizers and pesticides in order to
retain high yields. Intercropping materials can be introduced to retain soil fertility and generate household
income, thereby reducing risks and making households less vulnerable to the possible fluctuating yield and
price of a single crop. Agroforestry on the other hand is a more complex system of growing woody plants

with agricultural crops and or livestock on the same land. It is defined as an “interdisciplinary approach to
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systems of land use”’. Agroforestry system can allow farmers to benefit from both annual and perennial

crops and mitigate production and market risks.

All farmers interviewed intercrop rubber with annual crops including upland rice, maize, pineapple,
groundnut and Jobss tears for the first few years. While rice is the main crop in the first year, the selection
of crops after the second year depends on soil conditions and the growth of rubber tree. However, once
the rubber trees grow taller and the crown density increases, farmers generally tend to stop intercropping

annual crops.

Among the households that were interviewed, only those working with LSUAFRP intercropped both an-
nual crops and fruit trees (both Phonexay and Namo district) in their rubber field, since the LSUAFRP
focused on rubber-based agroforestry systems that allow farmers to diversify types of crops on their rubber
field and hence their sources of income. Based on case studies of successful farmers that participated in
LSUAFRP on-farm trials, some of the farmers that are carrying out rubber based agroforestry systems are

now benefiting from sales of annual crops that have been inter-cropped such as sesame, and pineapple.

Intercropping annual crops such as upland rice, maize and Job’s tears during the first three years of planting
rubber is a fairly common practice in other parts of northern Laos. Other common annual crops include
pineapple and sesame. Meanwhile, in other places (Viengphoukha district in Luang Namtha Province and
in Bokeo Province), farmers are experimenting with different crops including galanga in their rubber fields.
In Had Nyao village, there is also an effort to raise honey bee in the rubber fields (See also Appendix 3).
Farmers interviewed in Sing District in Luang Namtha, also showed an interest in growing fodder crop in
rubber field to control weed and raise additional income from livestock production. However, this has not

been tested in places that were visited by the research team.

Farmers interviewed in Phonexay and Namo districts did not use chemical fertilizers. Instead, farmers tend
to use cattle dung mixed in the soil prior to planting. When asked why they are not interested to use chemi-
cal fertilizers, many farmers answered that there is no need since the soil is currently fertile, or that it is
too expensive to purchase chemical fertilizers. A farmer who manages 10 ha of rubber in Sing District uses
cattle dung to enrich the soil and also hires labour for weeding every year and occasionally uses pesticides

to control outbreak of pests (Figure 6).
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Figure 6: Fertilizer and pesticide use for rubber

4.5 Household economy and livelihood

4.5.1 Food security

Of the farmers interviewed, none were concerned about food security during the first few years when rub-
ber is maturing. This may be due to the fact that they are using only a part of their swidden and fallow land
to plant rubber leaving other land for food production. It could also be due to the fact that the early plant-
ers of rubber seem to be better-oft families with more access to land and labour that have little problems in
terms of food shortage (see also Thongmanivong and Vongvisouk 2006). Nevertheless, farmers are aware
of the fact that it will take six to seven years before the trees begin to yield, so they spread their risks among
other crops and activities. However, the loss of secondary forests, which is part of the swidden and fallow
system, is a concern as it is an important source for non-timber forest products (NTEPs). As collection of
non-timber forest products for food and household income have been an important part of rural livelihood
system (Morris 2002, Yokoyama 2004), its loss affects households that are relatively poor and are dependent

on these resources.

4.5.2 Access to credit

As can be seen from Table 7 and Table 8 (in section 4.1), a large proportion of smallholders planting rubber

in Phonexay and Namo are doing this on their own with little support from the private sector or the gov-
ernment'®. For the most part, farmers use relatively small parts of their land with capital generated from

sales of cash crops and livestock.

Credit schemes have proved important for smallholders’ capability of growing rubber in different parts

of Southeast Asia (Barlow 1996, Chambon et. al. nd). Yet, providing credits also incurs risks that must be
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managed. According to one source in Phonexay, credits were given to farmers who wanted to plant teak in
the past. Teak has a long maturation period and many farmers ended up selling their teak plantations and
tree stands to outsiders before they could harvest any of it since they were not financially prepared for the
long unproductive period of teak planting. Considering the high interest in rubber planting, this scenario
must be taken into account if planning to offer credits to smallholders. It also needs to be complemented

with extension services.

4.5.3 Market access

Farmers interviewed in the two districts were not aware of the current market price of rubber and in many
cases have not considered how they are going to sell their latex once they begin tapping. Most farmers
planting on their own are confident that “the Chinese” will buy the latex once they start tapping. While
there is a risk of plummeting prices if supply tops demand, some farmers stated that this would not consti-
tute a problem, since they could leave rubber trees for a while and start tapping again when more favour-

able conditions emerge or in a worst case scenario sell the timber.

Farmers in Luang Namtha are currently tapping latex to produce rough blocks of dried rubber. Only in
a few parts of Luang Namtha do farmers sell liquid latex to factories . Dried latex is collected by Chinese
merchants that organize vehicles upon request of the Lao farmers. Previously, farmers and traders did not
pay export/import tax on rubber from Laos to China as it was considered part of informal border trade.
However, increased trade has resulted in the Chinese authorities reconsidering the status of the rubber
trade and regulating the volume of its import. In 2006, Pang Hai (formerly known as Pangthong) - Meng
Mang regional border in Luang Namtha was closed. This is the border area for which latex from Had Nyao
village was transported'. This led local farmers to smuggle out dried latex from the border, incurring ad-

ditional costs for transportation.

4.6 Contract farming

4.6.1 Foreign investment approval process and land management

The Law on Promotion of Foreign Investment® stipulates that any application for foreign investment in
Laos must go through a one stop service at either national or provincial level. This one stop service is pro-
vided by the Committee for Promotion and Management of Investment (CPMI) (Article 19)* At provin-
cial level, the CPMI is located at the Provincial Division of Planning and Investment (PDPI) (Article 23).
Thus, anybody wanting to invest in Laos must begin by contacting the PDPI. The investment plans are then

reviewed by a committee consisting of various local government authorities.”

Particular procedures to be followed are then left to the regulating bodies of the provinces and districts. In

Luang Prabang and Oudomxay, these procedures differ slightly, but both include preliminary survey of the
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land by PAFO or DAFEO as well as a consultation between several institutions at provincial level to exam-

ine the feasibility and suitability of the investment prior to any decisions taken by the provincial governor.

During interviews, the director of PDPI in Luang Prabang expressed concerns about ability of the local
government to assess the background of foreign companies that want to invest in the province. In par-
ticular it is difficult to appraise the company’s seriousness, technical knowledge and financial capacity.
Apparently, many investors approach different people to procure approval for their investment plan. It is
unclear whether this is due to investors’ lack of knowledge on procedures that they are supposed to follow,

or because investors seek speedy approval to initiate their business operation.

Under the current investment law, the provincial government is entitled to authorize foreign investment no
greater than 5 million USD (Vientiane Capital City, Savannakhet, Champassak and Luang Prabang) and 3
million USD (all other provinces).” The total investment of the Ying Jiu Pa Company in Namo is 3 million
USD and thus falls under provincial jurisdiction. However, based on the current interpretation of the For-
est Law (Article 14) the maximum forest land which provincial government is allowed to lease or concede
is no more than 100 ha. In the case of the districts, the current Forest Law is interpreted so that the district
government cannot lease or concede forest land exceeding 3 ha. This means that in the case of Ying Jiu Pa
Company the district government conceded 10 ha for demonstration and 20 ha for nursery development in
contradiction with the Forest Law. This indicates a gap between legislation on foreign investment and land
management, which often leaves a room for local authorities to reinterpret its meaning and apply them to

their advantage (see also Schumann et al., 2006).

4.6.2 Contract farming and smallholder in Namo district

Ying Jiu Pa Company is the only company that is currently investing in rubber contract farming in Namo
district. The contract was signed in March 2006 between the District Governor of Namo and the director
of the company. Copies of the contract were distributed among different provincial and district offices as
they were enlisted as part of the committee that approved the investment plan. The contract stipulates that
the company will provide seedlings and technical support. It will also purchase the latex when tapping be-
gins. Farmers are obliged to provide land and labour. The profit sharing is 60% for farmers and 40% for the
company for both rubber and timber once the trees are too old to be tapped. The price for rubber is set to
the actual market price, but a floor price of 750 USD per ton is guaranteed in the contract*. The contract
is valid for 30 years with an option for extension, which is unspecified in time. This is typical contract ar-

rangement which is often referred to as the “2 + 3 scheme”

The majority of farmers interviewed in Namo expressed their dissatisfaction with the profit sharing ar-
rangement as stated above. They all thought that a 70-30-arrangement (70% for farmers and 30% for the

company) would be more appropriate given the fact that the main source of labour was provided by the
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farmers themselves throughout the life of the tree. Therefore, many farmers hesitated to enter into the agree-
ment with the company. On the other hand, the head of the DAFEO mentioned that the 60-40 arrange-
ment allowed the company to recover initial investment costs, including the development of a processing
factory and feeder roads to the plantations that would potentially provide benefits for other farmers and

the district.

Another problem is the significance of the contract. While the contract signed by the District Governor
states that it is an investment for contract farming of rubber in a single village, the content of the contract
covers all of Namo district. This implies the nebulous nature of the contract and its general weakness as a

legally binding contract. Contracts for households are also not developed.

According to the existing contract, the Ying Jiu Pa Company seeks to plant rubber in total of 6,700 ha in
the district. However, they are only approved to plant on a total of 2,500 ha during 2006-2009*. The con-
tract does not include a map indicating the area, nor an assessment of total land that was found suitable
for planting rubber in the district as mentioned in the previous section. At the same time, the contract also
states that if the 2,500 ha are not planted within the time specified (2006-2009), the district authorities have
the right to nullify the contract?.

Apart from these issues, there are other aspects that also are unclear. The language in the contracts is often
vague; for example it is mentioned that the district government has the right to follow up, examine and
evaluate the impacts on environment without further specifying the agencies nor the process. Up to this
date, there has not been an environmental or social impact assessment. The contract also says that the dis-
trict government has the right to benefit from the investment of the company, without further clarification
of what the benefits are. The company is also supposed to provide social welfare, secure health and safety
of the company’s workers. It is unclear what these terms actually mean and it is even less clear who it refers
to. Finally in Part II, Article 2 states that the contract serves to protect the two parties of the contract, the
District government and the company. However, protections of farmers’ benefits are not clearly stated in

the contract.

5. Conclusion and recommendations

Although rubber might become an important source of income for different stakeholders in Laos in the
future, there are several reasons to be cautious about promoting rubber as a way of decreasing poverty in
rural areas. This study indicates that smallholders that are currently engaged in rubber planting and those
that are likely to benefit are those farmers that are relatively well off, and have access to both land and capi-
tal. The lack of coordination and clear process to plant smallholder rubber development also have severe

implications on natural resources and local people’s livelihood options.
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The following section provides an initial set of recommendations. These recommendations will be further

discussed with key stakeholders at NAFRI, NAFES and in two districts to develop a viable action plan.

5.1 Land management
While population movement is not a recent phenomenon in Laos, there has been series of relocation and
resettlement programmes over the past decade. This has resulted in concentration of population along the
road”. Numerous studies point out the problem caused by population concentration, particularly increased
competition over productive agricultural land and natural resources (see also Vandergeest 2003, Evrard
and Goudineau 2004). Increased market opportunity is also aggravating competition among farmers and
facilitating privatization of land. As intensive land use requires greater capital and labour input, it is often
the well-oft households that are taking advantage of the current privatization while relatively poor house-

holds whose livelihood depended on the use of communal land and natural resources are marginalised.

A second problem is that without considerations of physical and social conditions rubber might be planted
on inappropriate land. The fact that different agencies have widely differing recommendations about prop-
er altitude for planting rubber, and little understanding on what types of land are most suitable for rubber
planting, highlights this problem. It is also clear that smallholders themselves do not have good knowledge

on where rubber should be planted, as it is not a traditional crop.

A third issue is the matter of allocating land for contract farming or approving foreign investors to work
with villagers. While contract farming can provide necessary inputs for farmers and lead to financial ben-
efits, the current situation does not assure long-term security for farmers. Local people’s basic needs for
resources, including fuelwood and other NTFPs for food and household income and grazing land for large
livestock need to be considered. The current procedure to approve foreign investments for contract farm-

ing does not fully incorporate land use planning prior to investment activity.

Recommendations:

¢ In order to minimize potential land conflicts, a high priority should be placed on clarifying village
boundaries and securing long-term land use rights of smallholders. Land use planning should be re-
vised according to the situation in the village and demand for agricultural land and natural resources.
There should be also a greater effort to formalize land tenure to ensure household’s tenure rights and
clear demarcation of areas for conservation purposes.

¢ Indicative rubber zoning methods tested in 2005 should be further used to identify areas that are not
suitable for planting rubber. This should be done together with district staff and cluster village leaders
(Hua Na Kum Ban Pattana) so they learn the basics of rubber suitability zoning.
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v A system for collecting and managing data of rubber planting should be set up. This could include
basic information on households that are planting rubber under different types of arrangements,
varieties used and where they plant. This could serve as a good basis for further research on improv-
ing production and management. Reporting procedure could be fairly simple, with the Hua Na Kum

Ban Pattana reporting once every year to district staff.

Potential future research

¢/ Investigate where rubber has been planted and its implications on forest resources: It is suggested
that further research be conducted on where rubber has been planted and its impacts on forest cover,
biodiversity and watershed functions.

¢ Investigation on access to land: A study should examine who have access to land for planting rubber

and its implication on social equity

5.2 Technical issues
A major concern is the lack of quality control for clonal varieties that are introduced. One of the main prob-
lems faced by farmers that were interviewed for this study was low survival rate of rubber trees. It is pos-
sible that the seedlings that are introduced are poor in quality, or that varieties introduced are inappropriate
for the area. There are little information in Lao language on the characteristic of different rubber varieties
available for farmers and agricultural extension staff at district offices. There is also limited information
translated in Lao language about management of rubber plantations, and the ways to solve problems of tree

damage due to cold climate, pests or disease.

Another technical concern is intercropping. While intercropping of annual crops is practised by farmers
(e.g. rice, maize, Jobs tear), there is no consideration regarding alternative planting arrangements to diver-
sify households’ income over the long-term. More information should be translated and made available for
farmers so they can choose the best options. At the same time, research institutes such as NAFRI should
also consider the economic viability of different alternative crops and encourage more integrated farming

system for upland farmers.

Recommendations:
¢ Improve the quality control of nurseries and knowledge of different clonal varieties:
o Make an inventory of all the nurseries in the districts, and collect information on where nurseries

are, what varieties are produced and sold, and who they sell them to.

o Set up a system for regular quality and varietal checks and issue certificates for the nurseries that
produce high quality seedlings. As little expertise exists in Laos for making quality checks, this
could possibly be done in cooperation with Chinese and/or Thai experts.
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v Develop a set of information on rubber for farmers and district staff. Material from the Rubber Re-
search Institute of Thailand (RRIT) and Tropical Crop Research Institute in Xishuangbanna, China
should be used. This could be coordinated by the Agriculture Information Management (AIM) Work-
ing Group of NAFRI and NAFES. This could include topics such as:

o Impacts of cold climate, pest and disease management, how to manage bud gardens and undertake
grafting, potential and limitations of different clonal varieties, and simple guidelines for where to
plant (slope, soil, elevation, region, etc.).

o Diversified agricultural systems and options other than rubber (cash crops, NTFPs, livestock)
o  Current market prices and why markets fluctuates, options for processing and handling latex, why

market fluctuates and raising awareness on benefits of production groups

o  Check list for contracts and the rights and responsibilities of farmers, where to go in case of griev-
ances or how to solve land use conflicts, etc.
Potential future research
v Investigate technical knowledge on seedling production and knowledge on different varieties
among smallholders putting up private nurseries: Such a study could be combined with informing
nursery owners of adequate technology for budding, grafting etc. The study could also highlight tech-
nical constraints faced by local extension workers and villagers.
v Comparative study on integrated farming systems: this could explore the strengths and weaknesses

of rubber monoculture versus diversified systems.

5.3 Socioeconomic and livelihood issues
Considering the enormous interest among farmers to plant rubber it is important that district staft at
DAFEO have the knowledge and capacity to provide farmers with an informed picture of the pros and cons
of rubber planting. At the moment, DAFEO does not have the capacity to assess rubber planting nor the

ability to provide timely information to farmers.

From this study it is obvious that smallholders planting rubber have little knowledge of the market for rub-
ber. They do not know whom to sell to (unless they practice contract farming) and they do not know what
the market price is. They are also unaware of the regional trade conditions, such as import tax imposed by
the Chinese. This is worrying since the scarce knowledge of the market puts farmers in a weak bargaining
position. Furthermore, there is little discussion on alternatives to rubber and different ways to increase

livelihood options for upland farmers.
Recommendations

v Information about market price and demand are important for smallholders planting rubber. A sys-

tematic way of disseminating market information to smallholders should be developed.
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v DAFEO should encourage the formation of smallholder groups at the village cluster level. These groups
could function as forums for exchange of technical expertise, improving credit, improving processing
and negotiating prices. Farmers in Namo and Phonexay can learn from experiences of Had Nyao vil-
lage in organizing production group that collectively negotiate with traders from outside.

¢/ There should be an in-depth study on the economics of rubber for smallholders. The study should not
only focus on yield and income from rubber production but also provide ideas for alternative agricul-

tural production (i.e. livestock, NTFPs, agroforestry, etc.).

Potential future research

v Comparing the financial benefits of different commercial crops: While the current trend is focused
on rubber monocropping, there should be other options available for smallholders that allow farmers
to diversify their household economy. Research should focus on comparing the different options avail-

able to farmers in the North from cash cropping, NTFP production, livestock to ecotourism.

¢ Impacts of rubber on NTFP and communal resources management: it will be important to study
the changes in NTFP occurrence and use in areas where rubber is being planted and how this affects

household economies and livelihoods.

v Investigate how smallholders can increase efficiency through group formation: It would be worth-
while studying what kinds of informal and formal arrangements already exist in rubber planting areas

and how successful they are, as well as investigate what type of groups could be established.

5.4 Contract farming
As mentioned earlier, there was no study prior to signing the contract to assess areas suitable to plant rub-
ber or work with farmers to get their feedback and interest on the contracts. Another fundamental prob-
lem is that district authorities have limited experience in formulating a contract with foreign investors and

approving investment activities through a participatory process.

There are advantages for farmers to engage in contract farming (or the “2+3 scheme” advocated by the
Ministry of Agriculture and Forestry) as investors can provide inputs, extension services as well as access
to markets. However, there are also risks related to contract farming if the terms of contracts are not clearly
agreed from the beginning. The fact that rubber is still a new crop for Lao farmers also increases the risk of
market or production failure (Eaton and Shepherd, 2001). These risks should also be seen in the light of the
long term investment that rubber constitutes. In order to benefit from the advantages of contract farming,

it is important to ensure that investors are reliable and have the capacity to establish successful contract
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farming. It is also necessary to develop mechanisms to enforce contracts both on the part of farmers and
companies. Finally, contract farming should not limit the options of farmers but be seen as a means to im-

prove the livelihood options of farmers who lack access to credit.

Recommendations

v Current legislation should be commonly applied and understood by main stakeholders at provincial
and district level. In addition, national agencies, such as the National Land Management Authority
(NLMA), should improve policy implementation at local level. In Namo and Phonexay, this could be
done out by NAFRI with the help of NLMA.

v Develop a check list for contract farming that complies with current legislation and provides small-
holders and district staff with simple guidelines for understanding contracts. This can be done in col-
laboration with other agencies including GTZ in Sing District and NAFES.

v Ensure that smallholders are involved in the process when designating land for rubber planting through
concession or contract farming. LSUAFRP should establish contacts with the companies working in
or planning to work in the districts for regular information exchange, in order to involve smallholders

in the decision making process.

Potential future research
v Study different contract farming models: compare advantages and disadvantages of different con-
tract farming arrangements in Laos and understand principle elements of success. This could be done

in collaboration with NAFES.
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Appendix 1: Contract farming and concession arrangements

Companies

Ying Jiu Pa Co.

Jia Chuang Rubber Plant-
ing Promotion Co.

Sino-Lao Jinrun Develop-
ment Co.

Location

Namo District,
Oudomxay

Nale District,
Luang Namtha

Nambak District,
Luang Prabang

Contracting party (Lao
govern. counter part)

District government of-
fice of Namo District

Provincial Planning and In-
vestment Office and PAFO

Nambak District

Origin of contract

Provincial Committee
of Foreign Investment
Promotion

Provincial Planning and
Investment Office

District government office
of Nambak

Date of approval of the
investment

29 March 2006

20 December 2004

Approved by

Provincial governor

Provincial governor*

Total area of invest-
ment

(maximum of 2,500 ha
during first three years
i.e. 2,469 ha for con-
tract farming, 31 ha for
concession/lease, 10 ha
for demonstration plof,
20 ha for nursery)

2,000 ha
(500 hain year 1, followed
by 1,500 ha in year 2)

30 years 40 years™
Investment duration Y - (1 January 2005 to 31 De-
cember 2044)
6, 700 ha 7,037 ha

(i.e. 30 ha for nursery in
three villages, 2 ha for of-
fice space, 5 ha for fac-
tory, 7,000 ha for planting
rubber in three villages by
forming a nikhom)

Types of arrangement

Confract farming

Contract farming

Cooperative (nikhom)

Inputs provided by the
company

Rubber seedlings, inter-
crop materials,
technical trainings,
equipment, road devel-
opment, fertilizer, and
pesticide

Rubber seeding, technical
services, fencing materials,
equipment, fertilizer, and
pesticide

Rubber seeding, technical
services (but the village
level contract requires
both the company and
the village to share the
investment cost).

Inputs provided by the
farmer

Land, labour (i.e. land
clearing, planting, main-
tenance, tapping)

Land, labour (i.e. land
clearing, planting, fencing,
maintenance, tapping)

Half the investment cost,
labor

Benefit sharing (latex)

60 percent (farmers),
40 percent (company)

65 percent (farmers),
35 percent (company)

65 percent (farmer)***

30 percent (company)

2 percent ( vilage com-
munal fund)

3 percent (technical ser-
vice fee for DAFEQ/PAFQO)

Benefit sharing (timber)

70 percent (farmer)
30 percent (company)

Price of rubber

Market price at time of
tapping (floor price is
750 USD per ton).

Market price at the time of
tapping

*In 28 March 2005, a contract was signed between the company and the Division of State Asset under
the Provincial Finance Office recognizing concession rights of the company in two districts of Luang Pra-
bang (Nambak and Pak Ou Districts).

** While the confract at the district level claims 40 years, contracts to be signed at the village level claims

50 years duration.

*** A contract form for households also offers another profit sharing (for latex - 10 percent for company
and 85 percent for farmers — and for timber 10 percent for company and 90 percent for company)

scheme if the farmers do not need to purchase seedlings from the company.
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Appendix 2: Profiles of farmers planting rubber in two districts

This section is meant to give a short description of households that are planting rubber. It is meant to give

a picture of under what circumstances farmers decide to plant rubber and how planting is undertaken.

Namo district

Mr. Chong Wa from Pangthong village is living with 11 other family members. He has three full house-
hold labour units. His family has total of six plots including 0.6 ha of paddy field, two swidden plots total-
ling approximately two ha and three rubber plots. He began to plant rubber in 2004 with a 10 year credit
from DAFEO. He planted total of 1,800 seedlings. Chinese expert came to help him plant rubber. During
the first year he planted maize, Job’s tear and sesame. He expanded rubber field in 2005 by planting 700
seedlings with LSUAFRP on his second plot. This time he intercropped soybean and pineapple. He also

received technical supports from the project staff.

Last year in 2006, Mr. Chong Wa further planted 500 trees by himself. He planted upland rice in this field.
The main reason why he started to plant rubber is because he saw his relative in Luang Namtha plant rub-

ber and earned a high income from it.

In addition to 3,000 trees, Mr. Chong Wa also grows 20,000 seedlings. However, for all of his rubber he is
not sure of the varieties that are being planted. He learnt how to plant seedlings and trees from his relative

in Luang Namtha province.

His family must weed rubber field three to four times a year. Mr. Chong Wa explained that his biggest
problems is the low survival rate of the seedlings. Termites seem to be damaging the roots. He has replanted

trees that were damaged. He has no information and idea about the future market of rubber.

Mr. Lao Nyeng from Pangdou village is 50 years old. He is living with nine other family members. There
are two full labour units in the family. His family had moved away from Phousoung village. His family has
three agricultural plots including two swidden fields totalling two ha. He plants upland rice, maize, sesame,
and Job’s tear on this land. He is planting rubber on the third plot since 2005. He has planted total of 150
trees with his own capital. On this plot, he initially intercropped galangal and fodder (to collect and sell
seeds) supplied by LSUAFRP. He also has a nursery with 2,000 seedlings that he plans to graft and sell. He
learnt how to plant rubber from his relative in Luang Namtha province. He wants to plant rubber because
he saw his relatives in Luang Namtha were doing well. He also wants to plant it for future income for his

family. He thinks that labour input for rubber is less than other crops.
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He has planted rubber trees spacing 2.5 x 6 m. His family has to weed three times a year. He faced problem
with cold climate as some of his rubber seedlings died due to frost. Another problem is the termite that
damages the root. While pesticides were applied for the termites, he is not sure of what to do for the cold

climate. Finally, he has hard time distinguishing between grafted bud and the bud of the root stock.

Mr. Thongpanh is 35 years old and lives in Namo Tai village. He is living with four other family members
and there are three full labourers in his family. His family moved from Luang Prabang when he was 13 years
old. He has six plots that can be divided into swidden (3 ha), paddy field (0.6 ha) and rubber field (1 ha).
In 2006, he began to plant 480 rubber seedlings with Jin Yiu Pa Company from China because he does not
have his own capital to buy seedling and other equipment necessary to plant rubber. Under the arrange-

ment he will receive 60 percent of profit from sales of latex, while the company will receive 40 percent.

He feels that his family has enough labour to plant rubber. He planted rubber in the old swidden field.
His rubber field is sandy and has a slope of 20-25 degree. He learnt about rubber from farmers in Luang

Namtha.

He is not satisfied with the agreement with the company because he thinks that his profit share is low. He
is also not sure about the contract because he is not sure what is written in it and what has been agreed
between the government and the company. He would like to plant rubber on his own in the future. He has

already planted rubber seeds, but he still needs to learn how to graft buds.

Phonexay district

Mr. Chacheu Wa is 52 years old and is living with nine other family members in Pungpao village. There
are two full labour units in his family. His family moved from Phatoup village. His family has 4 ha of swid-
den, 0.3 ha of garden (suan) and 0.6 ha of rubber field where he plants 310 trees. He purchased seedlings
from Luang Namtha for 5,000 kip per seedling in 2005. There were 30 trees that were damaged. He has not
yet replanted them because he does not have enough money to purchase seedling. He is however, plant-
ing 1,000 seedlings on his own. He purchased seeds in Luang Prabang. He still needs to learn how to graft
budding material to his rubber tree. He became interested in planting rubber because his relatives in Ou-
domxay have begun to plant. They also told him that sales of rubber made one economically self-sufficient
and that they no longer had to depend on slash-and-burn cultivation which incurs lots of labour (particu-
larly for weeding). He is not very skilled when it comes to planting rubber and acknowledges that he lacks
a lot of understanding about rubber. He hopes he will slowly learn how to manage rubber from his fellow

villagers that have also begun to plant.
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Appendix 3: Intercropping and diversification of rubber plantation

Smallholder rubber in Viengphouka district, Luang Namtha Province.
Galangal is infercropped in this field. Photo: Y. Fujita

Smallholder rubber and tea plantation in Meng La County, Xishuangbanna
prefecture. Photo: Y. Fujita
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Smallholder rubber in Had Nyao village
in Luang Namtha Province. Here the
villagers are experimenting with honey
bee raising in the rubber plantation.
Photo: Y. Fujita

Smallholder rubber with upland rice. Photo: S. Vongkhamhor
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Endnotes

The International Rubber Studies Group based in London provides quarterly statistics on rubber pro-
duction and consumption. http://www.rubberstudy.com/statistics-quarstat.aspx

China and India’s economic growth indicate increasing demand for consumption of rubber products
(e.g. car tires, rubber gloves, footwear, condoms, etc.) in these countries. In 2005 the two countries con-
sumed 20% of the global rubber production or 1.8 million tonnes. See also Pothong and Pardomuan
(2002) and Aravidan (2002)

Price of natural rubber is linked with the fluctuation of oil price, as petrol is used to produce synthetic
rubber. It is also influenced by other factors including exchange rates, inflation and seasonal changes.

Temperature below 5° Celsius can damage rubber trees, particularly by causing bark to fracture. This
can affect the latex production and in some cases causes the trees to die. Chapman claims that even after
many years of experimenting RRIM 600 in relatively warmer areas of Xishuangbanna, the production
was a third of that in Malaysia (p38).

According to DAFEOQ, there are some farmers in this category that received initial support from the lo-
cal government in a form of seedlings.

Agreement here refers to oral agreement without written contract. None of the farmers interviewed that
were planting rubber with the company had received a written contract. No contract was also signed at
the village level where farmers were planting rubber with the company.

If there is any form of production failure due to external factors, smallholders are not obliged to repay
any of the input costs.

A meeting was held on 10 October 2005 in Luang Namtha where representatives from three northern
provinces (Bokeo, Luang Namtha and Oudomzxay) gathered to discuss the foreign investment in rubber.
Representatives from the three provinces agreed that providing land concessions to investors to manage
rubber plantation will not resolve rural poverty, as farmers lose access to agricultural land and they are
merely hired by investors as labourers. On the other hand, representatives of three provinces agreed that
foreign investors should promote smallholder rubber plantations with a general profit sharing arrange-
ment of 70% for farmers and 30% for companies. They also agreed to support foreign investors that are
willing to provide inputs on credit, and purchase latex from farmers.

As can be seen from Table 1 and Table 2, there are contradictions in the existing rubber data. Accord-
ing to the overall data, 784 ha of rubber was planted in Beng district in 2005-2006, but looking at data
regarding investment by specific companies, 1,410 (750 plus 660) ha were planted by two different com-
panies in the same district in 2005-2006.

Kolao Company will begin contract farming in Oudomxay starting in 2007
There are 10 districts in Luang Prabang.

One of the Lao companies -Tongly’s company- is a subsidiary of Sino-Lao Joint Venture Company oper-
ated by the former governor of Luang Namtha province. Kouangsy’s company is the second Lao com-
pany run by Ms. Kouangsy, which seems to focus more on tea production (interview with the Provincial
Planning and Investment Office, 2006).

Even in Indonesia where high percentage of smallholder rubber production was based on extensive jun-
gle rubber system, which was efficiently managed by the smallholders (Dove 1983), Gouyon et al. (1993)
claims that the size of smallholder rubber is declining due to increased population pressure (p196).
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This arrangement is sometimes referred to as “2+3 (song beuak sam)” arrangement, where as farmers
provide land and capital while investors provide inputs, technical expertise, and market.

According to the contract signed by the district chief and the company in March 2006, initial approval
is given for 2,500 ha during the three years (2006-2009). This includes 2,469 ha for contract farming and
31 ha for concession (10 ha of demonstration plot, 20 ha for nursery, 1 ha for office and factory).

Some Hmong refugees from Laos that lived in China worked on state rubber farms in Xishuangbanna
during the 1980s before being repatriated to Laos. There were also a groups of Lao people that were to
sent to work in the state rubber farms in China to due the lack of labour in Yunnan Province (interviews
from Sing and Nambak District).

This definition is provided by the Agroforestry System, a scientific journal initiated by the World Agro-
forestry Centre (ICRAF) in their editorial of 1982.

Credits were given to some smallholders in Namo district in the form of seedlings. Farmers are sup-
posed to repay the cost of the seedlings to the district after some time. There is no systematic credit sup-
port to smallholders wanting to plant rubber.

According to DAFEO-staff, approximately 100 tons of dried latex from Had Nyao village was stopped at
more remote Lao-Chinese border areas during 2006.

Promulgated on 22 November 2004.

According to Article 19, foreign investors must submit sets of documents to the Committee including
copy of passport, CV, economic and technical report (bot viphak sethakit-technik) or business plan, and
other information of the company.

In Luang Prabang the institutions taking part in the assessment of investment proposals are PAFO,
Provincial Environment Agency, Commerce Office and Cultural and Information Office. This group
of institutions was referred to as the Foreign Investment Consultation Committee. In Oudomxay the
committee is led by Provincial Governor’s Office, and includes other members from the Provincial Plan-
ning and Investment Office, PAFO, Provincial Commerce Office, Provincial Finance Office, Provincial
Industrial Office, Provincial Justice Office, Provincial Environment Office and DAFEO.

Implementing Decree of the Law on the Promotion of Foreign Investment (Article 53)
From Part III, Article 12 of the contract.
From Part II, Article 3.2 of the contract.
From Part IV, Article 8.1 of the contract.

A combination of factors has contributed in relocation of upland population. While long years of civil
war had been one of the major cause of displacement up to the late 1980s, government policy on shift-
ing cultivation stabilisation and delineation of village boundary (Land and Forest Allocation) had a
significant impact on relocating upland communities and restricting their land use practices (SPC 2000,
Vandergeest 2003). Cohen (2000) also points out the impact of government policy to eradicate opium
production on upland population, while Lyttleton et al. (2004) note that relocation is not only forced but
also voluntary as new economic opportunities open for farmers in the lowland areas.
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About the Upland Research and Capacity Development Programme

The URDP is a partnership between the National Agriculture and Forestry Research Institute (NAFRI) of
Lao PDR and Sida. The programme is the second phase of Sida support to NAFRI, formerly known as the
Lao Swedish Upland Agriculture and Forestry Research Programme (LSUAFRP, 2002 -2007).

The current phase (2007 — 2012) focuses on addressing issues related to poverty alleviation from different
angles (institutional, social, technical, environmental). More explicit attention will also be placed on sup-

porting NAFRI’s new mandate to carry out policy related research.

The programme objectives are to:

v Develop productive and sustainable upland farming systems and land management recommenda-
tions that have the potential to benefit a wide range of households with different characteristics

v Generate socio-economic knowledge that is relevant for different levels of policy making.

v Strengthen the capacity of NAFRI through an integrated capacity development effort focusing on hu-
man resources, organizational and institutional development.

v Improve information management systems and the communication of research results to different

stakeholders.

For more information contact:

Upland Research and Capacity Development Programme (URDP)
The National Agriculture and Forestry Research Institute

PO Box 7170,

Vientiane, Lao PDR

Email: info@nafri.org.la Website: www.nafri.org.la




