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1. Product Description 

1.1 General description of the commodity 

Northern Laos is considered as being part of the centre of origin for tea and new species or varieties may be 

discovered among the wild tea forests located on “tea mountains”. In the past decades, wild tea forests in 

Yunnan have been demarcated and are protected from exploitation due to their scarcity and their high 
genetic value as material for tea breeding. As a result, the pressure to exploit the wild tea forests of 

Northern Laos by China is increasing since they are not yet fully protected. The wild tea reserves in Laos are 

possibly the most bio-diverse areas of tea in the world where new variety or species can still be discovered1. 

The Lao tea sector can be mainly divided into two sub-sectors2, namely a) the production of Maocha (rough 

tea) for the Yunnan tea cake (compressed tea) market, and b) the production of other, finished teas for 
export and domestic consumption such as green tea, red tea, Oolong tea, black tea, Puer tea, flower tea and 

white tea. Generally, green tea is mostly popular in China and Japan whilst red tea is more popular in 
European counties. Some southern provinces in China became more interested in red tea. Puer tea is 

considered a high-end product for markets in Southern China and for Chinese overseas in Hongkong, Taiwan 

and Malaysia, etc.  

Maocha is a rough, semi-processed green tea. It is the precursor product solely used for the production of 

an ancient form of compressed tea - usually referred to as Puer tea based on the principal production area in 
Yunnan. Puer is a post-fermented tea with values typically rising with age. In recent years, there has been 

high demand for higher value spring pick, sundried Maocha3 resulting in increased collection of wild forest 
and other ‘teas’ within many areas of Northern Laos. The post-fermented nature of Puer and the blending of 

different Maocha within a single ‘cake’ allows wild forest teas which are often quite bitter, to be used as a 

raw material. Maocha from quality wild and, more typically, from ancient cultivated tea trees command 
substantial premiums within the Puer sector. Puer tea is often marketed as coming from wild tea and ancient 

trees but this is not always the case. 

Finished tea production within Northern Laos is almost entirely based on cultivated teas, either from ancient 

tea gardens or more recently established tea gardens. Because of high Maocha prices, often only the lower 

value wet season pick is processed into red or green teas. Most ancient and cultivated teas appear to be 
camellia sinensis var. assamica which is typically used within Yunnan for both Puer and black teas. Green tea 

production from this variety is possible and occurs internationally but in general camellia sinensis var. 

sinensis is used.  

In Northern Laos cultivated tea production is primarily located in Phongsaly district but more recent 
cultivated tea gardens can also be found in Bountai and Samphan districts (Phongsaly Province), Namor and 

Beng (Oudomxay Province), Xaysathan (Xayabuly Province), etc. with varying and reportedly low levels of 

harvest and use. Both hand and factory processing of green and black teas is possible, although at larger 
volumes hand processing is less viable. Green and black teas currently being produced in Lao PDR enter 

Chinese and other international markets only in small volumes. 4 

Results of some quality assessment studies5 show that: 1) Lao tea has a strong marketing history and the 

international industry is interested in Laos as a new source location; 2) Different markets have radically 

different quality criteria; 3) At least 10% of Lao teas have potential within western specialty tea markets if 
processing was improved; and 4) Perhaps 50-60% of Lao teas have continued potential in the Maocha 

sector with demand in Yunnan for Lao Maocha still being evident.  

1.2 Agro-ecological requirements for tea production 

Based on NAFRI’s tea cultivation manual6, good quality teas are best suited to elevations of 800-1,500 

m.a.s.l. The best temperature for tea growth is 15-25C but temperature of 22-28C could accelerate tea 

growth. Temperature at either lower than 15C or higher than 30C will affect the tea buds production. The 

 

1 Based on: NAFRI, 2011. Tea feasibility and design study 
2 Based on: CARE, 2011. CARE tea final report 
3 Another type of Maocha is oven-dried but less quality and value compared to sun-dried one 
4 Based on: CARE, 2007. Tea sub-sector and marketing summary report 
5 Based on: NAFRI, 2011. Tea feasibility and design study 
6 Based on: NAFRI, 2007. Tea cultivation manual 
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most suitable rainfall is 1,300-2,000 mm/year. Tea does not require very fertile soil but do best on deep soils 

of more than 60 cm. Slopes of less than 30 degree are recommended. Like Arabica coffee, good quality tea 
requires suitable shading. At young stage (1-3 years) tea requires high levels of shading but more sunshine 

is required after that. On average tea needs about 40-50% shading. Based on the agro-ecological zones and 

local traditions current production in Northern Laos can be divided into three categories as following:  

(1) Wild Tea. Tea produced from leaves of old tea trees growing naturally in a forest environment. Wild tea 

includes a number of different varieties of Camellia Sinensis and also a number of different camellia species. 
Deforestation and over-exploitation has decreased the number of truly wild tea markedly in the last 50 

years7. Northern Laos may well be home to one of the largest areas of naturally growing wild tea trees. 
Where market demand exists and prices are high, many producers collect seeds or seedlings and 

domesticate them under agro-forestry systems or in open areas, and sell the leaves as wild tea type. Yields 

are varying based on tea plant density and accessibility to their leaves. For example in Pakbeng District in 
Oudomxay Province, with about 70 wild tea plants per ha, about 50-100 kg/ha/year of fresh leaves are 

harvested.  

(2) Ancient Tea. Tea produced from leaves of tea trees that were planted in tea gardens more than 100 

years ago. In general these tea trees have matured to heights of at least 2 meters. Distinct from wild tea, 
ancient tea trees are not naturally occurring but were deliberately planted at some stage in the past8. 

Limited ancient tea resources are found in Northern Laos. The most well-known ones are in Phongsaly 

district (Phongsaly Province), Xaysathan District (Xayabuly Province), Viengxay District (Huaphan Province), 
etc. Yields are varying based on tea plant density and farm management. With about 50-100 ancient tea 

plants per ha, about 200-500 kg/ha/year of fresh leaves are harvested9. 

(3) Cultivated Tea (new cultivated or cultivated tea). Tea planted in organized plantations and generally kept 

pruned, thinned and managed to facilitate plucking and increase of yields. By the Chinese definition tea 

planted in this manner becomes ancient tea after 100 years. In China average fresh leaf yield of the 
cultivated tea is about 6-7 ton/ha per year whilst only about 1.5-2.2 ton/ha10 per year is observed in 

Northern Laos.  

 

 
  

Wild forest tea Ancient tea Cultivated tea under agro-forestry 

 

1.3 Main tea producing areas in Northern Laos 

The below table is based on statistical records on tea production in the northern provinces in 201511. 
Phongsaly Province remains the largest tea producer even though Luang Prabang reported the highest 

production (with very low reliability of data). Tea production is concentrated in Northern Laos with over 85% 

of production and 60% in Phongsaly district. It is produced by highland ethnic minorities in Phongsaly, 
Oudomxay, Houaphan, Xieng Khouang,  Sayaboury, Bokeo, Luang Namtha and Vientiane Provinces. In 2015 

total fresh leaf tea production was about 5,095 tons with an estimated value of about 5 million USD. The 

 

7 Based on: NAFRI, 2011. Tea feasibility and design study 
8 Based on: NAFRI, 2011. Yunnan tea market study 
9 Based on: IFC, 2011. Agricultural product’s scoping study 
10 Based on: MAF, 2016. Agricultural Statistics Yearly Book 2015 
11 Based on: MAF, 2016. Agricultural Statistics Yearly Book 2015 
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conversion factor from fresh to dry tea is 4.5-5:1. Women are generally more involved than men in picking 

tea leaves and drying them. 

Table 1: Tea production in Northern Laos by provinces, 201512 

Province 
Planted area 

(ha) 

Harvested area 

(ha) 

Yield 

(MT/ha) 

Production 

(MT) 

Phongsaly 3,090 480 2.63 1,260 

Oudomxay 300 300 3.15 945 

Luang Prabang 1,320 1,315 2.02 2,655 

Xiengkhuang 235 235 1.00 235 

TOTAL 4,945 2,330 2.19 5,095 

 

In Phongsaly the tea processing companies appear to have survived the price correction reasonably well 

through a combination of a) product diversification – primarily towards green tea and black tea, b) reducing 
fresh leaf prices paid to farmers for low quality tea, c) strong local government support in building linkages 

with the Yunnan tea industry, and d) high intrinsic product quality13.  

According to Phongsaly PAFO14 Phongsaly Province has 2,797 ha, produces about 3,343 tons of fresh leaves 

(table 2), of which about 71% is produced in Phongsaly district, of which 95% is female farmers’ labour. 
Based on Phongsaly Province Socio-Economic Development Plan (SEDP) for 2015-202515 the Province 

produced 563 tons of dry tea in 2015 of which 80-85% is exported, particularly to China, with the rest being 

sold in domestic markets. Traditionally almost all Phongsaly tea was processed into Maocha. This has 
changed recently in line with trends that lower value wet season pick teas are now often processed to black 

teas rather than Maocha.  

Table 2: Tea production in Phongsaly Province, by district, 201516 

 Planted area 

(ha) 

Harvested area 

(ha) 

Yield 

(MT/ha) 

Production 

(MT) 

Phongsaly 1,552  1,539  1.55  2,386  

Mai -    -    -    -    

Khua 24  23  0.50  11  

Samphan 53  30  1.35  41  

Bounneua 300  300  1.46  438  

Nhot-Ou 339  239  1.45  347  

Bountai 530  84  1.43  120  

Total 2,797  2,215  1.50  3,343  

 

Outside of Phongsaly District, private sector investments in tea cultivation have been increasing, particularly 

from Chinese Foreign Direct Investment (FDI). Some rapid tea development and success were reported in 
areas with high intrinsic tea quality such as Nhot-ou and Khua Districts (Phongsaly Province), Pakbeng 

District (Oudomxay Province), Xamtai and Kuan Districts (Huaphan Province) and Peak District (Xieng 

Khuang Province). 

According to Huaphan PAFO17 by 2015 the province had more than 55ha of tea distributed in Xamneua, 

Xamtai, Viengxai and Kuan Districts. The total fresh leaf production is about 50 MT per year. The provincial 
plans to increase the planting area to 150 ha with expected total production up to 75 MT by 2025. At the 

same time, strategies were set up to protect good wild tea resources of about 100-200 ha in Xamneua, 

Viengxay, Xamtai, Kuan, Hem, Sone and Huamueng districts. 

 

12 Based on: MAF, 2016. Agricultural Statistics Yearly Book 2015 
13 Based on: Phongsaly PAFO, 2016. Tea development strategy for Phongsaly province to 2025. 
14 Based on: Phongsaly PAFO, 2015. Phongsaly PAFO’s yearly report in 2015. 
15 Based on: Phongsaly Provincial Governor Office, 2016. Phongsaly Province Socio-Economic Dev. Plan for 2015-2025 
16 Based on: Phongsaly PAFO, 2016. Tea development strategy for Phongsaly province to 2025. 
17 Based on: Huaphan PAFO, 2016. Huaphan PAFO’s yearly report in 2015 
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In Peak district of Xieng Khuang Province, tea production has been rapidly expanded in the past five years. 

Tea become a main source of income for many villages such as Oo-an and Yotpieng. Tea production in these 
villages is based on wild tea and domesticated tea through extensive or semi-intensive production system. 

Mostly, three tea types are produced including Maocha, red tea (for Chinese markets) and green tea (for 

local markets). 

1.4 Suitable SSFSNP project districts 

In northern Laos the tea sector has been considered to contribute to key goals of the National Growth and 

Poverty Eradication Strategy (NGPES) and the Millennium Development Goals (MDGs) through generating 
sustainable incomes and employment in remote upland areas, usually populated by non-tai ethnic groups18. 

Women play a dominant role in tea cultivation, picking, processing and sale. In the past decades, the 
northern Lao tea industry has shown strong growth largely due to the Chinese traders/investors aggressively 

sourcing high quality tea from wild and cultivated tea sites. In many sites this was the first time teas had 

ever been processed or purchased with small scale processing factories being established in many of these 

locations in Phongsaly, Oudomxay, Huaphan and Xieng Khuang Provinces.  

A land suitability assessment undertaken by NAFRI (2011)19 reveals that across the northern nine provinces 
a total of 2.3 million ha are considered suitable for tea cultivation. Xieng Khouang has the largest area of 

land classified as very suitable for tea cultivation (160,000 ha). 1% of this area (23,000ha) - could generate 

some $46 million of processed tea at current yields and prices.  

Site specific assessments were undertaken in four locations20 and possible actions to address key issues 

within each site are shown in the table below.  

Table 3: Possible tea value chain development activities in AFN project’s target districts 

District ( key challenges) Provisional suggested actions Key Partners 

Khua District 

Very attractive wild tea variety with high 
demand in Yunnan tea market21. 

Samphan district 

Rapid expansion of cultivated tea of over 50ha. 

(Currently low returns to labour; not gaining full 
benefit from organic production). 

a. Improved organic cultivation trials and 
demonstrations. 

b.  Improved on-farm hand processing skills. 

c. Facilitation of organic certification as 
required by buyers. 

d. New market linkages. 

PAFO/DAFO 

PICO/DICO, 

Processors; 
exporters;  

Farmers, 
NGOs 

Xamtai and Kuan districts. Good quality wild 
tea for Yunnan markets. 

(Time consumption with hand processing very 
small volumes). 

a. Facilitate cultivation expansion using local 
variety and improved organic techniques. 

b. Improved organic farm management and 
on-farm processing skills. 

c. Co-finance small-scale mechanical 
processing unit (US$1,000-15,000) enabling 
farmers to sell processed tea at lower risks.  

PAFO/DAFO 

PICO/DICO 

Processers 
/exporters 

Farmers 

 

 

2. Current Production System 

 

The results of a previous study22 on the tea sector in Northern Laos shows that tea production has highly 
underperformed due to a lack of technical understanding and farmers not investing in their plantations 

resulting in yields at around 25-50% of what could be expected in China. As a result the low returns to 
labour are depressing farmers’ interest in tea cultivation and good farm management in many potential tea 

sites. However, the appropriateness of Chinese or Vietnamese style of intensive tea plantation models within 

 

18 Based on: NAFRI, 2011. Tea feasibility and design study 
19 Based on: NAFRI, 2011. Tea suitability mapping report 
20 Based on: NAFRI, 2011. Tea feasibility and design study. PSL PAFO, 2016. Tea development strategy for Phongsaly 

Province to 2025. Field survey, 2017 
21 Based on: NAFRI, 2011. Tea value chain study in Yunnan 
22 Based on: NAFRI, 2011. Tea feasibility and design study; COPE (2016): Mid-term report, etc. 



8 

the Lao context is questionable and less intensive models seem to be more suitable.23 In any cases, tea 

farmers are required to adopt improved production technologies and invest more into farm inputs in order to 

improve productivity. 

Generally tea production is a full-time income generating activity. Seed nursery activities start in September- 
October and continue up to the rainy season in the following year. Planting starts in late May–July, whilst 

harvesting is divided into “spring picks” (March-May), “wet season picks” (June-September) and “autumn 

picks” (October-November). Details of the cropping calendar for activities and current production systems for 

tea are shown in the table below. 

Table: Crop calendar for tea production in Northern Laos 

 

2.1 Seed nursery 
Mostly tea farmers prepare seed nurseries in Sept.-Oct. when tea fruits (seeds) are well ripened with dark-

green or dark-yellow skin colour. The process includes: picking of the well ripened tea seeds; keeping them 
for a few days; unpeeling; selection of good quality seeds through soaking in water; and distributing in 

seedbed.  

Currently the preparation of soil mixes to be used in the seed nurseries is not well managed at farm level. 

Besides unfertile soil, seeds are not well distributed and managed, resulting in very slow growth and 

unhealthy seedlings. Field surveys showed that due to transplanting of too young and unhealthy tea 

seedlings their survival rate is very low (70-75%). 

It normally takes 8-12 months before seedlings are ready for transplanting to the field. During the seed 
nursery process watering is needed on average 4-5 times per month. A total of 35 person-days is required to 

manage the seed nursery of which 15 person-days are required for seed nursery preparation and another 20 
person-days are required for watering and general management. Inputs required for seeds nursery include: 

tea seeds, plastic bags for seedlings, anti-sunshine net, water pipe, and fencing.  

In the past, some local and Chinese tea companies have introduced low quality tea seedlings from Yunnan 
(or Vietnam) to some districts of northern Laos at 1,500-2,000 kip/seedling through 2+3 contract farming. 

Mostly the model has failed in many sites including in Namor and Beng of Oudomxay, Phoukhoun of Luang 

Prabang, Xaysathan of Xayabuly and in some cases also in Phongsaly of Phongsaly Province. 

2.2 Site selection 
Tea plantations in Laos are found at various elevations of 200-2,000 m.a.s.l with a slope of about 12-30 

degrees24. Currently Lao tea farmers have limited technical knowledge on site selection and site suitability 
for tea cultivation. While some farmers cultivated teas on open and high slopping uplands which were 

previously used for upland rice cultivation, others planted teas within agro-forestry areas where already 

some good quality wild tea was found. 

In the past decade some tea companies introduced commercial tea plantations without feasibility study 
resulting in low growth rates, low productivity and quality, and ultimately their investments failed. For 

example the tea plantation in Samphan of Phongsaly Province and Namor of Oudomxay Province. 

 

23 Based on: NAFRI, 2011. Tea feasibility and design study 
24 TABI, 2017. Profile of Lao Agro-Biodiversity Product: tea 
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2.3 Land preparation 
Currently, land preparation is done in two ways: in slash & burn and as agro-forestry system. 

Similar to upland rice, maize and some coffee cultivation in northern Laos the majority of tea is cultivated in 
open upland areas where land preparation starts with slash & burn practice. On average it requires about 25 

person-days to prepare one hectare of land. Some crops such as upland rice, maize or vegetable are 

intercropped during the first two years. The intercrops are mostly used for home consumption. 

In most forest conservation or protected areas, producers prepare their lands through clearance of weeds 

and small trees which are burnt but shade and valuable trees are left in the field. Some farmers domesticate 
seedlings on sites where wild or ancient tea have existed. A similar amount of working days is required to 

prepare the land in this system. 

Although tea sites found in the North are very sloping (for example: 15-45 degree in Phongsaly25), most 

farmers do not establish contour lines or terraces for their tea gardens resulting in serious soil erosion, low 

productivity and reduced tea quality. 

Although simple wooden fences with local available material were found in some sites, proper fencing for tea 

gardens was rarely observed during the field survey as few farmers are unwilling to invest in such additional 

costs. 

2.4 Planting 
Farmers usually plant tea in May/July after land preparation. Planting holes are normally dug by hoe with 20-

30x30x30 cm dimensions.  

In Xieng Khuang and Huaphan Provinces, different plant densities were observed during the field survey 

ranging from 1x1.5 m (6,666 seedlings/ha) to 2x2 m (2,500 seedlings/ha). Normally farmers use higher 
planting densities in open areas but lesser densities in agro-forest areas. On average it requires 50 person-

days to plant 4,000-5,000 seedlings/ha (80-100 seedlings/person-day). 

In Phongsaly a very intensive production system was introduced in the past. For example, in 1997, some 

50ha of tea gardens were established using a high plant density (nearly 40,000/ha) based on intensive 

production systems in China. However, such systems rely on use of numerous agro-chemical inputs and high 
quality farm management that local farmers were unwilling or unable to adopt. More recently, planting at a 

rate of some 30,000 plants per ha is still promoted but it appears that generally farmers are adopting a 

lower rate of perhaps 15,000-20,000 seedlings/ha for very intensive model. 

No basal fertilization are reported in all sites in Northern Laos. 

Few farmers intercropped tea with upland rice, sweet corn or melon during the first year of the cultivation. 

Yield of intercropped upland rice is 200-500 kg/ha/year whilst there are no yield reports for other intercrops. 

All of the intercrops were used for home consumption. 

2.5 Farm management 

In northern Laos, tea farmers only weed 1-2 times a year. Weeding is done manually by knife or hoe in 

Dec./Feb. when there is no tea leaf production. Farmers reported that it requires at least 20 person-days/ha 
per year. All tea farmers in northern Laos weed themselves, no hired labour was reported. Reduction of 

labour for weeding could be achieved by using motorised weed cutters.  

Earthing up (a technique in agriculture and horticulture of piling soil up around the base of a plant), 
fertilization, pruning and tipping-in are generally not reported during the field survey. Pruning for cultivated 

tea is observed in some sites, and it is normally done in Dec./Jan. by using a simple knife, or weed cutters 
and scissors. On average, each farmer can prune about 200 tea plants/day (20 person-day/ha). Limited 

pruning was observed for ancient tea which, if not done properly, may lead to decreasing fresh leaf yield 

from year to year. 

Application of green manure, animal residue, organic or chemical fertilizer was not reported in all tea 

production sites in Northern Laos. 

 

25 Based on: NAFRI, 2011. Phongsaly tea mountain study report 
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2.6 Harvesting & Yields 

Cultivated tea is usually harvested for the first time in 3 or 4 years after planting. Based on farm 

management, tea leaves are picked every 7-15 days between March and October. A bud with two leaves are 
picked. On average fresh leaf yield is about 400 kg/ha (year 4), 600 kg/ha (year 5), 800 kg (year 6), 1,000 

kg/ha (year 7), 1,400 kg/ha (year 8), 1,800 kg/ha (year 9), 2,200 kg/ha (year 10). On average one farmer 
can pick 10-20 kg/day26 (average 15 kg/year). This current fresh tea leaf production is very low but could be 

increased by 25-50% up to around 3300 kg/ha of fresh leaf with good agricultural practices and plantation 

management. 

The understanding of the factors influencing the picking quality is currently also limited in some sites. 

Farmers pick a bud with 2-3 leaves with longer tips resulting in low fresh leaf price and low processing 

quality. Wrong picking techniques can affect fresh leaf production and quality. 

2.7 Processing 

Fresh tea leaves can be processed into a variety of different teas but it needs to occur within a few hours 
after picking. The conversion factor from fresh to dry tea is about 4.5-5:1. Processing steps vary with the 

end product (green tea, red tea, “Puer” tea, etc.). Basic steps usually include: (1) picking leaves, (2) 

withering (to reduce humidity in the leaves), (3) wok-pan roasting (called “green killing” for green tea), (4) 
rolling, (5) oxidation, (6) drying, (7) sorting and grading, (8) storage and packaging. For Chinese markets 

the primary product in Laos is Maocha but there is increasing diversification to red and green teas. As fresh 
leaves must be processed within several hours, farmers normally process their tea leaves on the same day of 

harvesting them. An estimate of about 50 person-days is needed to process dry tea for one hectare (2,200 

kg/ha of fresh leaf production with picking rate at 15-20 kg/day). 

Good quality sun-dried, hand-made, with some mechanical processing, Maocha is in very high demand in 

Chinese markets. This makes on-farm processing essential. Small-scale village level mechanical tea 
processing units can be established at low cost. Maocha can be readily hand-processed with limited skills. 

Improvements in quality can be achieved in many sites through a few simple and low cost changes to the 

current methods. The challenge is to develop the mechanisms for broad dissemination of such techniques. 
Only a few communities have the skills to hand make black and green teas. Opportunities to expand this 

knowledge and skill exist. 

On-farm Maocha requires few operating steps including withering, roasting, rolling, drying and grading. 

Generally, farmers can process all picked fresh leave (20-30 kg/day) in the same day. Basic steps for 

processing Maocha are shown in the pictures below. 

  

    

Withering for 2-3 hours 

 

Roasting for 10-15 min Drying until moisture content 

of less than 5% is achieved 
Grading before storing 

 

Aside from Maocha, factory processing is generally required to produce teas of consistent quality. However 

such factories can be reasonably cheap, small in scale and potentially owned and managed by farmers 
themselves. Expanding the number of tea micro and small scale enterprises is a key strategy to move 

beyond the Maocha market. 

 

26 Based on: NAFRI, 2011. Tea feasibility and design study 
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Currently on-farm processing methods are frequently of poor quality resulting in an estimated overall 50% 

loss in value to the sector. Improved home processing to Maocha is not complex and requires only limited 
investment. Frequently neither farmers nor traders are aware of this processing quality issue. Increasing the 

quality and volumes of home-processed rough tea is probably the most effective short-term strategy for 

poverty reduction through the tea sector development in some sites. 

Within tea processing factories there remains significant scope for improving processing quality and product 

range. Skills for such are being provided in some cases by Chinese buyers. Independently, access to such 

services is largely beyond the investment capacity of current processing companies.  

When market linkages are improved processors and producer groups should be encouraged to produce 

other types of teas, particularly green tea and red tea for local and other export markets. 

 

   

Green tea Read tea Puer tea 

 

3. Markets 

3.1 Domestic and international markets 

Tea is one of the most important beverages in the world after water. In recent years the global tea sector 

became highly competitive especially within lower end, bulk tea segments with average global price of 3.81 

USD/kg in 2016 increased from 2.60 USD/kg in 2010. In 2016, the total global exported value of tea was 

about 7,034 million USD with a close balance between supply and demand27.  

Table 4: World exported tea compared to Lao exported tea from 2012-201628 

  2012 2013 2014 2015 2016 

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

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

Lao exported quantity (ton) 42 43 ND 45 56 

Lao exported price (USD/kg) 4.05 5.28 ND 12.02 10.59 

 

With limited reliability of official export data from Laos (due to efforts from various stakeholders to avoid 
taxes and fees, the declared quantities and prices are always lower and under estimated), the exported tea 

volume is only 56 metric tons. Export prices from Laos were about 14%-178% higher than the global export 
price. The table above indicates tea quantity and price exported from Laos compared to the world in recent 

years. 

 

27 Based on ITC website: www.itc.org 
28 ibid 



12 

Currently it is estimated that around 80% or more of the Lao tea production enters the Yunnan market. 

However, price volatility in Chinese markets has highly affected the northern Lao tea industry. For example 
the price correction in the Yunnan Puer sector in 2008 had significant effects on the Lao tea industry with 

production declining from one year to the next by over 50%. As a consequence the total sector value 
declined by roughly 75%29. It took about 4-5 years before demand and price gradually stabilized in recent 

years. 

The domestic tea market is small, estimated to be approximately 100-200 ton/year30 in size, with the bulk of 
tea consumed being of low grade green teas imported from Vietnam. All major processors are selling on the 

domestic market because of the much higher profit margins available by targeting the higher value 
segments. Currently the retail price for red and green tea produced in Phongsaly and Xieng Khuang Province 

is between 200,000-300,000 kip/kg with the main markets located in Vientiane Capital, Luang Prabang and 

other big towns. 

3.2 Demand and supply situation 

Tea’s value is determined by its taste, color and aroma, which depend on: type of tea, altitude, timing of 

pick, processing quality and storage. The intrinsic high quality of Lao highland old teas means that they are 
capable of potentially generating high sales prices. China remains the principal market but the Lao tea is 

obtaining lower prices than the Chinese teas due to poorer quality, trade barriers and Chinese import taxes. 

Some of Lao tea is also exported to other markets such as Thailand and European countries.  

Sun-dried Maocha is still highly demanded in Chinese markets but also increasingly black teas. Maocha 

exported to Yunnan is then processed into tea cake and re-exported to other higher value Chinese domestic 
and international markets. Some black teas produced in Phongsaly are re-exported into western markets 

without Lao identity. Limited sale of Lao processed tea cake into international markets is occurring. Sales of 
black and green teas to France from Houaphan and Champassak Provinces have occurred with acceptable 

processing qualities being achieved.  

In recent years, both local and Chinese traders come to Northern Laos seeking for Maocha. It is estimated 
that there is still a high under-supply for spring and autumn picked teas. However, limited demand is 

reported for wet season tea, particularly in more intensive low altitude tea production sites such as in 
Phongsaly, Peak, Viengxay and Xaysathan districts. Further marketing surveys on demand and supply in 

specific sites are recommended. 

3.3 Quality standards 

Due to the diversity of teas produced there is no international and uniformly applicable quality standard for 
tea as such, but ISO has published a series of standards in the field of tea (Camellia sinensis) covering the 
fields of compositional standards for different types of tea, testing methods for quality (including sensory and 
composition), good manufacturing practice (including transportation). This facilitates more clarity of tea 

quality for international trade. However, when it comes to harvesting of tea leaves, generally referred to as 

“plucking”, the industry usually states that the correct maturity for the manufacture of high quality made 

tea, comprises of an unfurled bud with two or three soft leaves.  

Northern Lao tea has a reputation for being organic and chemical free, but organic certification is rather the 

exception than the rule. However European countries require recognized organic certification and previous 
exports of Lao tea to Europe were not sustained after buyers found that chemical contamination of tea 

samples sent was much higher than it was allowed. Most of Chinese traders however do not require organic 

certification.  

Again, the intrinsic high quality of Lao teas, in particular for high altitude grown ancient tree tea and some 
wild tree teas mean that they are capable of potentially generating high sale prices for smallholder farmers if 

sold into the Yunnan Maocha market. Chemical composition shows a high degree of variation between sites 

with Catechin contents ranging from 5.8% - 14%, Polyphenols from 10.2-17.2% and caffeine from 3.8-
5.6%. Chemical composition is indicative of quality, and these ranges indicate qualities from low through to 

high31. 

 

29 Based on: NAFRI, 2011. Tea feasibility and design study 
30 Based on: NAFRI, 2011. Tea feasibility and design study. MOIC, 2011. Import and export data for tea 
31 Based on: NAFRI, 2011. Background paper for national tea workshop 
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Tea quality is determined by both the intrinsic quality of the fresh leaf and the processing quality. The 

results of tea sample cupping in Laos showed that: 

• Based on chemical analysis the intrinsic quality of fresh tea leaves varies considerably by location with 

qualities ranging from low to high.  

• Processing quality is highly variable, with hand-made Maocha’s often poorly processed. Market 

assessments indicate that simple improvements in hand-processing should increase average values by 

an estimated 50%.  

• Based on current prices, many Lao teas are by global standards reasonably high value and within 

speciality tea price ranges. 

• A number of Lao teas have some potential for speciality markets beyond Yunnan – these include both 

black and green teas produced in Viengxay, Peak, Phongsaly and Nyot Ou districts. Cupper comments 

indicate that processing improvement and consistency will be required. 

• The assumed organic nature of all Lao tea production is attractive to buyers in all markets, but must be 

substantiated by recognized certification in order to become a competitive advantage.  

 

4. Value Chain Structure 

4.1 Value chain operators and their function 

Based on the tea resources, it is estimated that the current dry tea production in Laos is about 1,000 MT, of 

which about 20%, 5% and 75% is from wild, ancient and cultivated teas respectively. About 60% are 

processed into Maocha for Chinese tea cake markets. In recent years, black and green tea has been more 
processed for both domestic and Chinese markets. It is also estimated that domestic markets demand about 

10% of black and green tea produced in Laos. The chart below shows an estimation of the Lao tea market. 

 

Chart 1: Lao tea market mapping 

 

Source: Consultant’s evaluation, 2017 

 

 

4.1.1 Producers 

In some good quality tea sites, all households (HH) participate in tea production such as in Ban Oo-an and 

Ban Yhotpieng in Peak District (Xieng Khuang Province), Ban Phahat in Xamtai District, Ban Kangmong in 
Viengxay District (Huaphan Province). Based on the availability of land, labour and other inputs, tea 
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smallholder producers in northern Laos own tea gardens of varying sizes from 0.3 ha/HH (in Phongsaly 

District) to about 10 ha/HH (in Peak District).  

Most farmers use traditional production system without or with only limited farm management or inputs such 

as fertilizers, bush shaping and pruning. For tea cultivated on steep slopes soil erosion practices such as 
planting along contour lines are not applied. All these factors together lead to low productivity of about 300-

500 kg of dry leaf per ha compared to about 1,500-1,600 kg/ha32 in Yunnan. Together with declining fresh 

leaf quality and low picking rates this results in low returns to labour. 

Tea producers in northern Laos either sell fresh leaves to smallholder processors, tea processing factories, or 

process themselves. Fresh leaf price is about 30,000 kip/kg during spring picks and declining to about 8,000 
kip/kg during wet season. Generally wild and ancient teas have higher value, are in high demanded, and 

usually fetch at least twice the price of cultivated tea. 

4.1.2 Processors 

In most cases farmers are also acting as processors and set up small processing places. In some good tea 

sites with high production tea processing factories are operated by local or Chinese investors. For example, 
about twenty tea processing factories are operating in Phongsaly District (Phongsaly Province), another two 

factories are in Pakbeng district (Oudomxay Province). Three tea processing factories were reported in Peak 
district (Xieng Khuang Province) whilst only one Chinese processing factories is collecting fresh leaf for 

processing in Xamtai and Kuan Districts of Huaphan Province. 

Tea processors in northern Laos are generally small-scale with strong links to Yunnan markets. Their 
investment ranges from about 1,000 USD to 150,000 USD. Their main fixed costs are different types of 

processing equipment whilst their major operation cost is the purchase of fresh leaf. Depending on market 

demands fresh tea leaves are processed into Maocha, black tea or green tea.  

The field survey also found that processors face a number of constraints including: 1) limited access to 

finance for both investment and working capital, 2) low volumes and quality of fresh leaves during spring 
picks, 3) limited processing skills combined with a lack of appropriate processing equipment, 4) reliance on 

single principal buyers from China, 5) complex and time consuming process for import of equipment as well 
as for export of tea, 6) lack of internal and quality control, and (7) limited management experience of local 

processors. 

4.1.3 Exporters 

Most of Lao tea is exported to China through Boten-Bohan and Pakha-Banchom borders. Normally tea is 

exported illegally by small trucks with 3-4 MT of dry tea. An estimation of the tea export shows that they are 
able to earn about 13,000-65,000 kip/kg of dry tea. During spring pick many Chinese traders come to 

northern Laos seeking for good quality tea. Based on different sources of information33 details of current 

processors and/or exporters in four northern provinces are described below. 

Table 5: Tea processors and exporters in four Northern provinces34 

Province District 
# processors 
/exporters 

Activities 

Phongsaly 
 

Phongsaly, Nho-Ou, 
Samphan, Khua 

20+ Has fresh leaf collection agreement with 
producers/producer groups. Some processors/exporters 
have 2+3 contract farming. Some farmer groups process 
dry tea and supply to local/Chinese traders. 
Estimated annual exported volume is about 500-600 MT. 

Oudomxay 
 

Pakbeng, Beng, 
Xay, Namor 

3 Has fresh leaf collection agreement with 
producers/producer groups.  
Estimated annual exported volume is about 10 MT. 

Huaphan Xamtai, Kuan, 
Viengxay 

3 In Xamtai and Kuan, only 2 Chinese traders operate and 
process Maocha for Chinese markets. In Viengxay, farmers 
process red tea and limited supply to local markets. 
Estimated annual exported volume is about 10 MT. 

 

32 Based on: NAFRI, 2011. Yunnan tea market study 
33 Based on: Field survey, 2017; Phongsaly PAFO, 2016. Tea development strategy in Phongsaly province to 2025; SSSJ-
IFAD, 2017, Summary of tea activity report 
34 Based on: Field survey, 2017. Field survey, 2017; Phongsaly PAFO, 2016. Tea development strategy in Phongsaly 
province to 2025 
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Xieng Khuang 
 

Peak, Khoun 5+ Many Chinese and local traders compete for fresh 
leaf/Maocha in Peak district. Two main tea types are 
Maocha and red teas. 

Estimated annual exported volume is about 50 MT. 

 

4.1.4 Importers and end users 

Lao tea has not yet been officially allowed to be imported to China. In northern Laos, all export processes 
are done by Lao or Chinese tea companies who have an export permission. However, all teas exported from 

northern Laos to China are imported by Chinese traders (middlemen) who are based in cities of the Yunnan 
province close to the Lao border. These middlemen are entitled to freely import goods worth less than 8,000 

RMB/trip (1,200 USD/trip) including tea. Although the imported value is usually higher, there is always room 

for them to discuss and unofficially import as they are well connected to the Chinese customs, which has 

never been the case for Lao traders. 

After Lao tea is imported into Yunnan it is transported to different destinations including Yunnan, Guangxi, 
Henan, and other provinces. Some of it is re-exported to other markets such as European countries without 

disclosing the Lao origin. Within China some of the Lao teas are further processed and graded before being 

sold in local retail markets.  

 

4.2 Value Chain Facilitators 

4.2.1 Policy support 

At national level, the tea sector has so far fit well into goals of key strategic documents, for example the 

Agriculture Master Plan (AMP) 2011-201535, in particular within its Goal 2: Agricultural commodities / pro-
poor and green value chains but also Goal 3: Sustainable production patterns, and Goal 4: Sustainable forest 

management. Programs within the AMP that have clear bearing on the tea sector are Program 2, 

“Commodity production and farmer organizations”, Program 3, “Sustainable production patterns, land 
allocation and rural development”, Program 4, “Forestry development”, Program 7, “Agriculture and forestry 

research and extension” and Program 8, “Human resource development”.  

At provincial level local governmental facilitation varies from province to province. For example in Phongsaly 

Province tea is a main agricultural product with a long history of ancient tea resources of more than 400 

years in Phongsaly District. With such good resource and potential to commercially produce tea, Phongsaly 
District and Provincial Authorities have been promoting tea plantation since 1994/95, aiming at stabilization 

of agricultural farming system, reducing slash and burn systems, generation of income, and contribution to 
the poverty reduction in the province36. Tea has been considered as one of the seven prioritized products for 

the province. In 2016 Phongsaly Province prepared a tea development policy in alignment with its overall 

vision and development strategy for the province. Focus of these key strategies and policies is on promotion 
and comprehensive development of clean and sustainable agriculture and forestry, expansion of modern 

farming systems with high productivity, adoption of modern technologies in production, as well as ensuring 

sufficient food production.37 

No specific policy support for tea value chain development in other provinces was reported. 

4.2.2 Development projects 

Governmental and donor funded development projects have seen potential in the promotion of sustainable 

and commercial tea production systems, including domestication of wild tea. Several sites have been 
supported for the development of the tea value chain including Phongsaly, Yhot-Ou and Khua Districts 

(Phongsaly Province), Pakbeng and Beng Districts (Oudomxay Province), and Peak and Khoun Districts 
(Xieng Khuang Province). Some of the donor supported tea development projects in the northern provinces 

are listed below in Table 6. 

 

 

35 Based on: MAF’s Agriculture Mater Plan 2011-2015 
36 Based on: Phongsaly Provincial Governor Office, 2016. Tea development strategy for Phongsaly province to 2025 
37 Based on: Phongsaly Provincial Governor Office, 2016. Tea development strategy for Phongsaly province to 2025 



16 

Table 6: Recent and current donor support to the tea value chain development in northern Laos 

Donor Description Period and Future Plan 

SDC COPE project, implemented by HELVETAS, supports tea 

development through promotion of new markets and 
participation of women ( Phongsaly District, with possible 

extension to other districts in Phongsaly Province). 

Started in 2014-2016 and 

extended to 2019 

SDC TABI and LURAS projects support tea agro-biodiversity 
conservation and value chain development in Oudomxay and 

Xieng Khuang Provinces. 

TABI operates from 2010-
2019. LURAS started 2013-

2017, and will continue with 
a new phase 

IFAD Soum Son Seun Jai Program (SSSJ) project which  supported 

tea value chain development in Pakbeng (Oudomxay 
Province) and Xaysathan (Xayabuly Province) 

Implemented from 2012-

2017 

EU  The Committee of Cooperation with Laos (CCL) in Nyot Ou 

supports wild tea domestication and improvement of 

processing and some limited new market interventions.  

NGO project continues for 

the next 4-5 years.  

EU  CARE supported wild tea domestication and marketing in 

Khua District. Some support to tea production in Xaysathan 

District of Xayabuly Province 

Last phase ended in 2015 

ADB  Northern infrastructure project supported some processing 
improvement, and organic production and certification in one 

zone of Phongsaly District.  

Project wasimplemented 
from 2011-2016 

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

 

4.2.3 Agricultural input supply shops 

It is very clear that improving the productivity of tea cultivation and the quality of tea requires improvements 
of cultivation methods whilst maintaining the prevailing cultivation style that minimizes agro-chemical inputs. 

In many locations some level of organic and inorganic fertilizer application will be needed to achieve and 

maintain the required yield levels. Recently, despite from producer’s general unwillingness to invest in more 
inputs such as organic and inorganic fertilizers, input supply shops are emerging locally. Most of processing 

equipment and machineries are imported from China or Vietnam.  

4.2.4 Extension and advisory services 

Aiming at improving tea productivity through adoption of good agricultural practices (GAP) or even organic 
production faces many challenges in northern Laos. Most of the local extension staff have limited knowledge 

on tea production and processing techniques and Government’s effort to continuously build local capacity on 

tea has not been widely reported in the field. In fact, absence of national technical capacity has led to 
increased reliance upon Chinese technical assistance in particular38. In addition PAFO/DAFO face budgetary 

and human resource constraints for the effective delivery of targeted extension services. Current support to 

producers and processors mostly relies on external project funding from various development initiatives.  

One lesson learnt from the development of the coffee sector in the South shows that the technical extension 

and advisory services for tea in the North have to be strengthened. This includes (a) upgrading of technical 
knowledge and skills of extension agents, (b) financial supports to increase mobility of extension staff, (c) 

appropriate extension materials and tools, and (d) introduction of an appropriate extension approach. Given 
that commercial tea production following GAP or organic principles is still new in many sites, progressively 

demonstrating and mentoring on-farm production and on-farm processing with producer groups and local 

processors is needed.  

 

38 Emerging Markets Consulting (EMC), 2011, Lao PDR Tea Sector: Scoping & Design Study of Lao PDR SME 

Development in Selected Agriculture Sub-sectors and Value Chains, Final Report. 
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It was also reported that local tea processors and production groups require access to finance in the form of 

affordable loans to enable both investment in appropriate tea processing technologies as well as for working 
capital to increase volumes of tea purchased and processed. A preferential credit scheme should be 

established to service registered processors (including farmer groups when they reach this stage) enabling 
access to both long and short term loan facilities to meet their investment and working capital needs. Credit 

should be provided at preferential interest rates through one of the existing banks in the province.  

 

5. Value Chain Governonce 

5.1 Policies and legal framework 

Based on some previous tea value chain studies39, it can be summarized that the tea sector is contributing to 
key NGPES and MDG’s goals through generating sustainable incomes and employment in more remote rural 

upland areas usually mostly populated by non-tai ethnic groups. Tea cultivation is a more highly gendered 
activity than rice production with women typically having the dominant role in cultivation, collection, 

processing and sale. In most locations tea is a supplemental rather than a primary income source.  

However, concerned government offices lack sufficient details and information on tea production, marketing 
and trading. Local government supervision and facilitation services need to be improved and simplified for 

more efficient tea marketing and value chain development. Roles and responsibilities of the leading agencies 

and coordinating agencies have not been clear in all districts and provinces.  

Improved farm productivity requires sufficient monitoring and support from extension staff as well as from 
the private sector. Simple on-farm processing appears to offer good opportunities to add-value and to 

reduce the risk of exposure to highly volatile fresh tea leaf prices, especially in the rainy season. On farm 

processing is a low-cost and technically relative simple undertaking. However it will be essential that any 
effort to support such on-farm processing should involve existing traders and tea experts (local or foreign) in 

a) market assessment, b) quality standard development and c) processing training.  

The Provincial Industry and Commerce Office (PICO)’s collection of taxes and export fees are not clear and 

transparent. Nevertheless, nearly all teas exported from northern Laos are through informal and unofficial 

channels. PICO approval of quotas and fees lack transparency and effectiveness.  

Traders need support to access information on market conditions, commodity prices, and import/export 

regulations in order to operate their businesses more efficiently and securely. Export procedures need to be 
reviewed, including the calculation of fees and taxes as well as simplification of the currently overly 

complicated documentation needs. Operation of a one-stop service for exporting tea would be an advantage 
and would facilitate tea exports. Despite the existence of trading networks among Lao and Chinese 

middlemen-traders, communication is difficult with Chinese speakers, which is another constraint for local 

collectors. 

Current occasional blocking of northern Lao tea imports into Yunnan has a significant effect on processors 

and traders resulting in disrupted cash flow and stock storage difficulties. The causes for these temporary 
bans are multiple and need to be addressed through improved level coordination between northern 

provinces and Yunnan authorities such that blocks can be rapidly addressed when they are introduced. High 

level relations between the provinces are positive and establishing an interprovincial working group to 

address such problems could help reduce the frequency of such issues. 

5.2 Linkages between stakeholders 

At national level and provincial level40, public-private partnerships (PPP) between government agencies and 
tea factories are encouraged, aiming to mobilize private sector financing for tea sector development in the 

province from which tea farmers will be important beneficiaries. Tea Small- and Medium-scale enterprises 

(SMEs) are expected to play an expanded role in providing agricultural production inputs, technology 

transfer and post-harvest handling services through their own staff.   

 

39 Based on: 1) Phongsaly Provincial Governor Office, 2016. Tea development strategy for Phongsaly province to 2025; 
2) COPE, 2016. Mid-term review for COPE project report; 3) NAFRI, 2011. Tea feasibility and design study; 4) NAFRI, 
2011. Yunnan tea market study 
40 Based on Phongsaly PAFO. Tea development strategy for Phongsaly province to 2025 
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In some northern provinces, local government has encouraged and supported local tea factories (in 

Phongsaly and Oudomxay) to access loans from Nayoby Bank to expand tea production sites and to improve 
processing quality. However, limited results were reported. Some local tea factories used the loan for other 

purposes, while at the same time providing low quality tea seedlings and technical extension to producers. 

In some areas with good intrinsic fresh leaf quality, local authorities still support and approve fresh leaf 

concession agreements, whereby one trader is given exclusive purchasing rights to tea from a particular 

geographic area, which always results in a price monopoly system which in turn discourages farmers from 
good farm management and increased collection of fresh leaves.41 Some concession agreement periods are 

30 years (Peak District in Xieng Khuang Province) whist others even for 50 years (Pakbeng in Oudomxay and 
Xaysathan in Xayabuly Provinces). In Phongsaly, provincial authorities have encouraged open competition 

between traders and processors over production areas and this has translated into advantages for the 

farmers during spring picks.  

In recent years, northern Lao tea is recognized within Chinese markets as being free of chemicals and has a 

good image in those markets. However, due to tradition, lack of resources, and compounded by low profit 
margins, tea cultivation tends to be organic by default rather than by design. However in some areas 

herbicides are being used to reduce the burden of weeding. To protect the reputation of Lao tea some 
provincial authorities (PAFO, PONRE, etc.)42 put regulations in place to prohibit the use of herbicides in tea 

gardens. Village authorities collaborate with DAFO to closely monitor their implementation and whoever 

violates the regulations has to pay a fine. As a consequence it was confirmed that herbicide use has declined 

in recent years. 

 

  

 

41 Phongsaly PAFO. Tea development strategy for Phongsaly province to 2025 
42 Field survey, 2016 
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Chart 2: Tea value chain in northern Laos43 

 

 

 

6. Conclusions and Recommendations 

6.1 Opportunities and constraints 

 

Opportunities Constraints 

• Close proximity to Chinese and Vietnam tea 

markets and developed tea sectors. 

• Suitable land, potential on tea cultivation and labor 

available to increase production areas. 

• Reputation in Yunnan tea markets for chemical free 

production methods. 

• Significant scope to increase on farm productivity 

and leaf quality. 

• Scope to improve processing quality and thus 

product value. 

• Scope to improve equipment within processing 

factories.  

• Scope to further diversify the range of tea products 
produced. Black tea now produced from wet season 

pick teas by many factories. 

• International buyers interested to source from new 

locations. 

• Low productivity and low return so that 

farmers are not committed to tea 

production 

• Fragmented small scale production without 
collective action and farmer organization on 

production, processing and marketing. 

• Limited technical knowledge on tea 
production and processing at all 

government levels and within communities 
and private sector hinders development of 

the sector.  

• Lack of tea processing technicians at factory 

levels. 

• High levels of price fluctuation. Limited local 
demand for wet season fresh leaf 

production. 

• Some processors do not meet Sanitary & 
Phytosanitary Standards (SPS) and other 

standards. 

 

43 Based on: Consultant’s field survey and evaluation, 2017 
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• Clarifying roles and responsibilities and improving 

coordination amongst local government agencies in 

support of tea development.  

• Increase enforcement of regulations regarding 

registered tea processors/traders. 

• Potential to link with tourism activities. 

• Scope to raise profile of Lao tea in Chinese tea 

sector through linking with Chinese researchers and 

tea writers. 

• Modern communication technologies to advertise 

through internet and website. 

• Limited markets, mostly relies on Chinese 

markets. Limited marketing information. 

 

• Sales to Yunnan sometimes blocked. Limited 
coordination of Northern provinces and 

Yunnan authorities on tea.  

• Limited access to credit for both working and 

fixed capital. 

• Poor road infrastructure. 

• Limited government budget to support 

development of the tea sector. 

6.2 Lessons learnt 

• Low return on investment (labour and capital) has limited farmer willingness to invest time and 

resources into tea production making intensive style cultivation less viable.  

• In many locations plantations with high planting density exist but they are usually of very low quality 
due to inadequate (non-existent) fertilization regimes, and poor (non-existent) good pruning practices. 

In many locations some level of organic fertilizer application will be needed to boost production quality 

and quantity. At the same time, production of organic fertilizer should be promoted.  

• Appropriate technologies should be adopted in each production step, particularly for new tea areas. 
Besides improvement of good farm management, good technologies should be introduced from land 

preparation, plantation, farm management, picking, to post-harvest handling.  

• The promotion of group based production, processing and marketing has the potential to improve 

product quality and strengthen price negotiation power, particularly also when it comes to linking to new 

markets.  

• Producing high quality tea is essential if farmer incomes from tea are to be raised. This requires 
interventions along the entire value chain. Higher quality teas will enable entry into higher value markets 

and a reduction in price fluctuations. 

• Ancient and good wild tea tree Maocha prices in Laos remain below their equivalent in Yunnan due to 

poor quality picking and processing. Ancient tea from Yiwu in Yunnan province reached 320 USD/kg 
whilst some other ancient teas could sell at higher price based on the protection, management, picking 

and processing. 

• Encouragement of open competition between traders and processors over production areas has 

translated into advantages for the farmers during spring picks.  

• Opportunities for companies to attend regional and international tea events should be supported to 

enable them to better understand the dynamics of the tea market and its trends and quality 

requirements, as well as to create new market linkages. 

• Tea trading with China, currently only involving the private sector, could benefit from cross-border 

coordination between Lao PDR’s northern provinces and China’s Yunnan province.  

• Local government in Yunnan provides subsidies and support to tea production and marketing. External 

support, including financial, could also develop the Lao tea sector to achieve its potential. 

6.3 Recommendations 

The following actions are proposed as a range of options that could be undertaken in support of the Lao tea 

value chain in the target provinces: 

6.3.1 Technical actions: 

• Initiate a focused program of on-farm cultivation trials and demonstrations in all four districts to 
improve farmer returns to labour from organic tea cultivation. Models developed could then be trialled 

and disseminated in other locations in the medium-term. Models are likely to include a) use of shade 
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trees, b) soil fertility and water retention improvement through use of legume ground covers and c) 

improved pruning and bush shaping.  

• Build provincial tea processing skills by providing processing factories (farmer groups) with access to 

specialist tea processor trainings to maximize product quality at factory levels. 

• Utilize existing networks of Lao tea and other tea traders to improve household level processing of 

Maocha (and other tea types) and develop incentive mechanisms. 

6.3.2 Markets:  

• Domestic retail prices for Lao tea are very high with high levels of competition. Encourage increased 

local and national consumption of domestically produced quality teas and tea culture through a media 

campaign to promote tea consumption based on its health benefits.  

• Processing companies and producer groups should be facilitated and financed to attend key marketing 
events in Laos and international tea related events. Facilitate networking between the stakeholders of 

the entire value chain. 

• China remains and is likely to remain, the primary market for Lao teas in the short to medium term. 
Linkages, especially between Chinese, Vietnamese and local traders and producers should be 

strengthened. In terms of the western specialty tea market, France and Germany probably represent the 
best opportunity. Other markets such as Japan, Taiwan, South Korea and America however should not 

be neglected. 

• The establishment of a small matching investment grant fund to co-finance a) tea garden establishment 

with farmers, b) purchase of processing equipment for small factories and farmer groups, and c) 

facilitation of initial organic/fair-trade farmer group establishment and certification. 

6.4 Conclusions 

The tea sector has potential to significantly contribute to poverty alleviation within a number of areas in 
northern Laos. Given the current small size and relatively underdeveloped nature of the sector, external 

assistance to facilitate this is justified on poverty reduction grounds.  

Improved on-farm management should result in higher yields and better returns to labour. This will require 
the development of low-input, organic production models that are likely to be characterized by low plant 

density, intercropping, and use of shade trees. The use of legume ground covers could reduce weeding 
requirements whilst also contributing to soil fertility and water retention. In fill re-planting will be required in 

some sites. Production models need to be tested and demonstrated in existing farmers’ tea gardens with the 

full costs of such trials to be paid to the participating farmers as risk mitigation. 

Smallholder farmers are more likely to benefit from joining farmer organizations to improve their ability to 

obtain equitable terms from key market actors. Through improving production quantity and quality as well as 
through economic empowerment by cooperation, farmers will ensure the continuity and sustainability of tea 

smallholder agriculture and rural livelihoods.  

Laos can further develop a small, geographically based, organic tea industry based primarily upon ancient 

and wild tea types. Wild tea forests are under threat and it is high time that they are inventoried and 

sustainably managed. More research and specialized training is also required. Laos should not seek to 

compete in global low value bulk tea markets, but instead focus on niche high value tea products. 

The development of wild forest tea in northern Lao should be considered as part of an overall tea 

development and investment strategy. 

  



22 

7. References 

 

NAFRI, 2011. Tea feasibility and design study. National Agriculture and Forestry Research Institute, Ministry 

of Agriculture and Forestry. Vientiane Capital, Laos 

CARE, 2011. CARE tea final report for tea feasibility and design study. Vientiane Capital, Laos 

CARE, 2007. Tea sub-sector and marketing summary report. Vientiane Capital, Laos 

Emerging Markets Consulting (EMC), 2011, Lao PDR Tea Sector: Scoping & Design Study of Lao PDR SME 

Development in Selected Agriculture Sub-sectors and Value Chains, Final Report 

NAFRI, 2007. Tea cultivation manual. National Agriculture and Forestry Research Institute, Ministry of 

Agriculture and Forestry. Vientiane Capital, Laos 

NAFRI, 2011. Yunnan tea market study. National Agriculture and Forestry Research Institute, Ministry of 

Agriculture and Forestry. Vientiane Capital, Laos 

IFC, 2011. Agricultural product’s scoping study. International Finance Institute. Vientiane Capital, Laos 

MAF, 2016. Agricultural Statistics Yearly Book 2015. Ministry of Agriculture and Forestry. Vientiane Capital, 

Laos 

Phongsaly PAFO, 2016. Tea development strategy for Phongsaly province to 2025. Phongsaly Agriculture 

and Forestry Office, Phongsaly province, Laos 

Phongsaly PAFO, 2015. Phongsaly PAFO’s yearly report in 2015. Phongsaly Agriculture and Forestry Office, 

Phongsaly province, Laos 

Phongsaly Provincial Governor Office, 2016. Phongsaly province Socio-Economic Development Plan for 2015-

2025. Phongsaly province, Laos 

Huaphan PAFO, 2016. Huaphan PAFO’s yearly report in 2015. Huaphan Agriculture and Forestry Office, 

Huaphan province, Laos 

NAFRI, 2011. Tea suitability mapping report. National Agriculture and Forestry Research Institute, Ministry of 

Agriculture and Forestry. Vientiane Capital, Laos 

NAFRI, 2011. Tea value chain study in Yunnan. National Agriculture and Forestry Research Institute, Ministry 

of Agriculture and Forestry. Vientiane Capital, Laos 

TABI, 2017. Profile of Lao Agro-Biodiversity Product: tea. The Agro Biodiversity Initiative. Vientiane Capital, 

Laos 

ITC, 2017. www.itc.org 

NAFRI, 2011. Background paper for national tea workshop. National Agriculture and Forestry Research 

Institute, Ministry of Agriculture and Forestry. Vientiane Capital, Laos 

 

  

http://www.itc.org/


23 

8. Annex: Key Technical Assumptions for Investment Project 44 

 
 

Farmer 

groups 

- The proposed investment model assumes that 4 farming households will manage 1 ha of 
a tea plantation. They will invest in the establishment of the plantation as well as in 

managing a collection point for fresh tea marketing or a processing unit when marketing 

processed tea. This basic unit of one hectare can be up-scaled as can be the number of 

participating farmers. 

- Although the project highlights cultivated tea, both ancient and wild tea can also be 
expanded through domestication and the cost of investment and income would be 

similar. 

Tea 
processing 

house 

- The farmer group will share the tea processing house, including 2 Maocha roasting pans, 
2 green tea roasting pans, 1 drying oven, a proper processing place with a proper 

equipped drying place. The groups are expected to contribute to land, labour, and some 

local building material for building the processing house. 

- This investment is not necessary for Option 1 which is only dealing with production and 

sales of fresh tea leaves.  

Agricultural 

tools set 
- Farmers are equipped with a basic set of tools for seed nursery (anti-sunshine net; water 

pipe, net for fencing; plastic bags, etc.) and for planting, weeding, harvesting, fence 

building, and a motorised grass cutter for weeding (maintenance cost 10% per year). 

Trainings of 

farmers 
- Training services are provided by the project whilst a close mentoring of once a week is 

expected from DAFO and technical staff. Farmers contribute their time working with 
technical staff. Training on seed nursery, planting, farm management (tea bush shaping, 

pruning, etc.), harvesting and processing will be supported. 

Site 

selection 

- Good quality teas are best suited to elevations of 800-1,500 m.a.s.l. The best 

temperature for tea growth is 15-25C but temperature of 22-28C could fasten the tea 

growth. Temperature at either lower than 15C or higher than 30C will affect the tea 

buds production. The most suitable rainfall is 1,300-2,000 mm/year.  

- Tea does not require very fertile soil but prefers deep soils of more than 60 cm with a 

slope of less than 30 degree. Tea requires a pH between 4 and 5.5 for good growth. 

- If the land slopes significantly proper soil erosion control measures should be established, 

by planting along contour lines, use of legume ground cover, or single rows of Napier 
grass, after every ten rows of tea supplementary to contour planting. Napier grass can 

also be slashed for mulch or for fodder. 

- Good quality tea requires suitable shading. At young stage (1-3 years), tea requires 
higher level of shading but more sunshine is required after that. On average, tea needs 

about 40-50% of shading. It is preferable if shade trees are already existing in the plot 

otherwise they should be planted at least 1 year before tea is planted. 

Land 

preparation 

- The site must be cleared of weeds and unwanted bushes or trees. Trees suitable for 

shading may be left in the field and will pruned as necessary. Additional trees have to be 

planted to achieve the required degree of shading 

- Although tea does not particularly attract grazing animals, it is still recommended to have 

a fence around the plantation to protect young tea plants of freely roaming animals. 

- Fence is estimated to be made of barbed wire (4 lines, total length 1,600m) and wooden 

poles (1 pole every 3.5 meters), maintenance of fence 5% of total cost per year.  

 

44 Partially based on: NAFRI, 2007. Tea cultivation manual 
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Shade trees - Suitable shade trees include Calliandra calothyrsus,  Erythrina lithosperma, Gliricidia 
sepium, Grevillea robusta or Albizzia chinensis.  

- Shading trees with nitrogen fixing capabilities are preferred. They also provide good 

mulching material. 

- Since shading requirement for good quality tea is about 40-50%, a spacing of about 
8x8m to 12x12m, depending on the trees used, is recommended, which translates to an 

average density of 100 trees per ha. 

- Plant shade trees within the tea rows. Remove lower limbs from young shade trees as 

they grow.  

Seed nursery - Based on the agro-ecological zone and weather conditions, seed nursery should be 
established before February in a convenient site close to a water source, where it can be 

easily managed and protected from livestock.  

- Soil for the nursery should be mixed with organic fertilizer, manure or compost of 1.50-

2.25 kg/m² and NPK fertilizer of 0.045 kg/m². Soil acidity (pH) should be between  4-5.5 

- Seedbed should be about 1 meter wide and no longer than 10 meter long. The best 

locally available materials for soil preparation is 3/5 of soil, 1/5 of manure and 1/5 of rice 

husk. The best seedbed should be located in east-west direction. 

- Tea farmers should domesticate only good quality local varieties and avoid low quality 

seedlings either produced locally or imported from China or Vietnam.  

- In the nursery tea seeds should be well distributed at 0.37-0.45 kg/m² (200-230 

seedlings/m²). With a germination rate of 80-90%, farmers require 8-10 kg of tea seeds 

to cultivate one ha of tea (3,000-5,000 plants/ha).  

- 3-4 times watering/month or 2-3 times watering/month (with anti-sunshine net).  

- When 40% of seeds have germinated anti-sunshine net should be established. 

- Weeding should be done regularly.  

- Application of UREA may be required after tea seedling has 3 leaves. 

- Transplanting young seedlings into black plastic bags is recommended after seedlings 

have 6-8 leaves.  

- The seed nursery management continues until seedlings are 35-40cm high with 17-18 

leaves, ready for transplanting. 

- Total duration of nursery time is 16-18 months before seedlings are ready for 

transplanting. 

Planting - In Northern Laos, tea can be planted in May/July when there is enough soil humidity.  

- Planting holes should be about 30cm wide and 40cm deep  

- Planting density varies from site to site, however since most of the local varieties are big 

leaf varieties with wide bushes, the project recommends 4,000 tea trees + 100 shade 

trees.  

- Manure of 1 kg/planting hole (3-5 ton/ha) is applied before planting.  

- Application of 15grams of DAP (Diammonium Phosphate) per planting hole (to be mixed 
with top soil before it is filled back into the planting hole) or NPK at 125-150 kg/ha is also 

recommended. 

- Surviving rate of sedlings is about 80-90%. Dead seedlings must be replanted during 1-3 

month after planting and also in later years of the plantation (also known as “filling in”). 

Inter-

cropping 
- Inter-cropping young tea with vegetables, annual food and cash crops, could partly 

compensates for the high investment costs of tea establishment. Maize or other 

leguminous crops are recommended.  
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Cover crops - This is likely to involve a use of legume ground covers to replace lost nitrogen, reduce 

top soil loss, increase water retention, reduce weeding labour requirements. The local 

available crop is Arachis pintoi - or Pintoi Peanut.  

Farm 

management 

Year 1-3:  

- Weeding and earthing-up around plants are required two times, namely in Jul./Aug. and 
Nov./Feb. It takes about 20 person-days/ha/year by hand or 14 person-days/ha/year by 

cutting machine.  

- Pruning is recommended once a year when tea plants are 65-70 cm high in Nov./Jan. On 

average, about 15-20 person-days/ha/year is required.  

- Annual application of organic fertilizer at 3-5 ton/ha/year (1-1.5 kg/plant) is 
recommended.  

- At the same time, application of NPK (e.g. 25:5;5) at 25-50 kg/ha/year is needed.  

- Fertilizer application should be done in Dec./Jan. after weeding, earthing-up and pruning. 

A total of 10-15 person-days/ha/year is needed to apply fertilizers and pruning. 

- Application of synthetic fertilizer can be reduced if nitrogen fixing shade trees are used. 

Year 4 +  

- Weeding, earthing-up, and pruning continues.  

- Annual application of organic fertilizer at 3-5 ton/ha/year (1-1.5 kg/plant) is 
recommended.  

- NPK (e.g. 25:5;5) at 65-80 kg/ha/year (if fresh leaf production is less than 800 kg/ha) or 

150-200 kg/ha/year (if fresh leaf production is more than 1,200 kg/ha) is 

recommended45. 

 

Harvesting - Current fresh tea leaf production is very low but it is assumed that it can be increased by 

at least 25-50% with good plant density, farm management, reaching at least 3300 

kg/ha. 

- Yield for improved production system is: 600 kg/ha (year 4), 900 kg/ha (year 5), 1,200 

kg/ha (year 6), 1,500 kg/ha (year 7), 2,100 kg/ha (year 8), 2,700 kg/ha (year 9), 3,300 

kg/ha (year 10).  

- On average, one farmer can pick about 15-35 kg/day. If a household does not want to 
employ additional labour picking can be rotated by zoning within one hectare by only 

using family labour. 

- Generally, only a bud with two young leaves should be picked. Picking quality should also 

be agreed upon with the respective trader. 

Conversion 

rates 
- Conversion rate from fresh leaf to dry teas (maocha, green tea, red tea) is 4.5-5:1 with 

about 10% off after grading. 

Labour costs - The current investment proposal is based on family labour; however hired labour might 

be needed, especially for for picking, if yields are higher than anticipated. Labour cost, 

family and hired, is assumed as 50,000 Lao Kip per day 

Cost of land - An annual land tax payment of 45,000 Lao Kip is assumed.  

Income - Price per kg of fresh leaf is 8,000-30,000 kip/kg in rainy season and dry season 

respectively, but the project assumes that the average price is only 10,000 kip/kg, and 

125,000 kip/kg (processed tea). 

 

45 Details of NPK application are described in NAFRI’s tea cultivation manual 
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Loan - Capital (investment) loans, if needed, are assumed at 12% interest rate per annum 

- Working capital loans, if needed, are assumed at 2% interest rate per month  

FINANCIAL ANALYSIS 

Option 1: FRESH TEA  

Required 

Investment 
16.4 million Lao KIP (2,000 USD) 

IRR 15% 

NPV 17.0 million Lao KIP 

Return to 

Labour 

Year 1-3:      nil 

Year 4-6:      49,000 

Year 7-9:      93,000 

Year 10-16: 112,000 

Net annual 

income 
Year 1-3:      nil 

Year 4-6:      - 142,000 

Year 7-9:      7,658,000 

Year 10-16: 16,233,000 

Option 2: PROCESSED TEA  

Required 

Investment 

80.3 million Lao KIP (9,800 USD) 

IRR 13% 

NPV 27.7 million Lao KIP 

Return to 

Labour 

Year 1-3:       nil 

Year 4-6:       82,000 

Year 7-9:     168,000 

Year 10-16:  207,000 

Net annual 

income 

Year 1-3:       nil 

Year 4-6:       3,474,000 

Year 7-9:     22,494,000 

Year 10-16:  43,623,000 

 

 

 


