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1 VALUE CHAIN PROMOTION
— OBJECTIVE AND CONTENT

The Vietnamese-German technical cooperation project “Sustainable
Management of Natural Resources in Central Vietham” (SMNR-CV)
pursues the overall goal of improving the living conditions of the local
population in the mountains areas of the project region, in accordance with
a stabilization of the ecology.

In its 2" phase (April 2007 to March 2010), the SMNR-CV project focuses
on the integration of successfully tested methods and models into the
regular procedures of provincial line departments (“institutionalization”), and
on the dissemination and scaling-up of their application all over the
province of Quang Binh and beyond (“roll out”), in close collaboration with
its partners on provincial and district levels.

With the reorganization of the project, the promotion of agro-forestry-based
value chains has become part of the Work Area 2, thus combining the
previously separated areas of “Participatory Methods of Agricultural
Extension (PAEM) with the area of the “Promotion of Value Chains” (CV)
into one. As a general impact, all work areas are to contribute to poverty
reduction among the target groups of rural households. The specific impact
indicator for the work area on value chain promotion is:

In the intervention areas, the additional net income of households and small
enterprises involved in the promotion of value chains increases by at least
10% annually.

The formulation of the indicator determines the strategic orientation of
project interventions as a pragmatic one; i.e. the focus is less on training of
stakeholders on the theoretical concept of the Value Chain approach, but
more on the practical application of the concept in order to really achieve
the very ambitious goal of continued annual income increases of 10 % for
all stakeholders in the VC promoted by the project.

In Phase 2, the “Value Chain Promotion Group of Quang Binh” was
established in late September 2007 as an informal group, and has since
then developed enough momentum to include the active participation of
several departments and other projects. The so-called “VC Group” has
identified a number of new VC of which rubber and pepper are to be partly
supported by the SMNR-CV, in addition to ongoing support for silk, honey
(to be phased out in 09-2008).

To develop a concept for the two mentioned crop SMNR-CV invited the
international consultant. This mission was the second mission of the
international STC Sigrid Giencke (in the following “the consultant”) to the
GTZ-GFA project SMNR-CV. The consultant travelled to Dong Hoi at 16™ of
February and travelled back to Germany on the 2™ of March 2008.

The main objectives of the mission were twofold:

Rubber_ sub-sector: Based on an earlier study in 2006 by a local
consultant, other preparatory work of local consultants, and her own
field work in December 2006, the consultant is to up-date the
promotional strategy for this VC. More specifically, she will write a draft
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with concrete recommendations which is to be used in March 2008 for a
stakeholder workshop, and which most likely will focus on certain
training measures for rubber harvesting and very specific support for a
newly established private processing facility as the major partner of the
project in this VC.

Pepper sub-sector: Based on studies by local consultants on the
demand and technical requirements for pepper and an assessment of
current production, as well as own field work with local producers, the
consultant will prepare, moderate and document a workshop with
stakeholders of the pepper VC (tentatively on Febr. 27 and 28, 2008).
The documented outcome includes the VC analysis and mapping, and
detailed promotion strategy.

The measurable impact of the assignment was to increase the capacity of
key stakeholders and of project staff in their ability to apply the VC
approach and to the two sub-sectors to be promoted by the project which
turn is expected to lead to higher efficiency of these VC and finally to higher
incomes generated.

The activities related to the assignment included the following:

Preparation of the assignment in Germany (2 days): study available
project documents on rubber and pepper, internet research on major
and recent world market development for both products

Field mission in Quang Binh: meetings and discussions with project
staff, local consultants, line departments, projects and enterprises
concerned as well as producers of pepper and rubber (see Minutes of
Meetings in Annex 6).

Based on the findings of the meetings to draw a first concept/way
forward for the promotion of the rubber VC and to prepare a VC
workshop for rubber to be held in March.

With regard to pepper to develop also a draft concept for the VC
promotion as input to a VC workshop on pepper held on the 27" of
February 2008. The consultant also supported the project in structuring
and organising the workshop.

Documentation of all findings for the rubber and for the pepper VC as
well the documentation of the pepper workshop.

The proposed and discussed concept for rubber is presented in chapter 3
of this report. In chapter 2 the content of the VC workshop on pepper is
documented.

The VC workshop on pepper focussed on the two districts (pepper clusters)
of Le Thuy and Bo Trach and was initially designed for 2 days but
shortened to one day due the limited availability of the participants (content
of the workshop and list of participants see Annex 1 and 2). The
participants invited represented all stages of the value chain including the
support structure on provincial, district and communal level.

The morning session of the workshop was dedicated to three
presentations:

Overview of the international market and standards for Pepper and
Vietnam’s position on the world market (presented by Mr. Toung)
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Main challenges Vietnam is facing in the pepper production, especially
with regard to diseases and plant protection (presented by Mrs Nam
from Wasi)

Survey on the current production of pepper in Quang Binh province
(presented by Mrs. Nga).

The presentations of the workshop are attached in Annex 3.

Based on the input provided in three presentations a SWOT analysis was
executed within three mixed working groups. After presentation of the
findings suitable solutions to improve the current situation in the two
selected districts were discussed in the afternoon session.

Two working groups were formed (group 1: representatives from Bo Trach,
group 2: representatives from Le Thuy) to develop action plans for each
district.

The presentations and the findings of the workshop are presented in the
following chapters of the report.
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2 THE VALUE CHAIN OF PEPPER

2.1 Workshop Presentations

The workshop was opened by the SMNR-CV project director Mr. Chinh
who welcomed the participants. Mr Chien referred to the Value Chain
Working Group which recommended the selection of the pepper value
chain for further consideration. Mr. Chien underlined the problems pepper
producers are facing, especially with regard to the good potential of pepper
for generating income on smallholder farms.

Dr. Wiemer, the project CTA, introduced the objectives of the value chain
workshop (programme see Annex 2) and the expectations of the project “to
design pilot activities for the pepper value chain approach in selected
districts of Quang Binh province”.

The workshop was attended by 34 participants, 25 represented the actors
along the pepper value chain (input suppliers, farmers, collectors, traders)
as well as different institutions of the province Quang Binh, such as

Provincial Agricultural Extension Service on provincial and district
level

Plant Protection Sub-Department plus representatives from district
level

Economic Divisions of districts.

And two international projects: CPI und the GTZ Project on Natural
conservation and sustainable Management of Natural Resources.

Nine participants were project members supporting the workshop as well as
staff especially from the agricultural component of the project.

2.1.1 The International World Market for
Pepper

The overview on the international pepper market was presented by Mr
Trang Hieu Tuong. The presentation was based on a study prepared in
2007 (see Annex 3).

The world production of pepper has been estimated to decline by 15-20%
in 2007 because of the disadvantageous weather condition and widely
insects. Some big producers like Brazil, India and Vietnam are the
countries whose pepper production decreased dramatically due to the bad
weather impacts. Additionally, the crop was also affected by some other
factors, such as pests, and the farmers’ ignorance during previous years. It
has been estimated that Indian pepper’'s output would be 40,000 tons in
2007 despite national needs of about 50,000 tons. That is why it certainly
needs to import pepper. Now, the world’s consumption of pepper increases
by 3.46% per year. Beyond the production decline, most of producing
countries have nearly sold out their stock. The declining trends of those
countries led to the increase in pepper price since the beginning of the year
and continuous rapid increase during 2007. As a result, the every ten year
cycle of pepper price increasing will repeat as the latest price increased
cycle was from 1997-98 to 2000-01.
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Consumption and market trends of pepper

Price increasing cycles in the past
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Opportunities and advantages

Vietham Pepper Association (VPA) affirms Vietham pepper sub-sector’s
meeting golden opportunity, which can control and decide the market price
of the world’s pepper for some basic following reasons:

The supply of pepper market is insufficient compared with the
demand. The price is forecast to stay at high level for at least next 3
years. Vietnam, at the moment, accounts for 60% of the market
supply. In 2006, Vietham provided 120,000 tons out of 200,000 tons
of the market's total supply. Even many international pepper
businessmen accepted that just a little change in Vietham’s pepper
industry can strongly affect the world’s market..

Stable quality and quantity are the biggest advantages of Vietnam
pepper industry. Since 2002, when market price of pepper was very
low, despite many countries’ output decline, Vietnam has still
remained a gradual increase in output. That is why importers have
been quite reliable on Vietham pepper.

Beforehand, Vietnam pepper used to be traded mainly through an
intermediary; therefore, the price was often 200-250 USD/ton lower
than others. However, this situation has been greatly improved. In
2006, Vietnam’s selling price was equal to that in other countries,
even higher than theirs at some points. More than 50% of the
pepper amount exported is now sold directly to the providers of
materials for the spice manufacturers in many countries.
Viethamese exporters have become a very important link in the
international chain of distribution; its ability to control the market
price seems wider. It is a very positive signal to know that some
pepper producers like Indonesia, Malaysia have raised ideas of co-
coordinating to develop, guaranteeing good price for growers and
pepper exporting enterprises. Many foreign investors also put
money into Vietnam pepper industry, in terms of both processing
and market development. Thus, in the near future, Vietnam'’s
pepper will no longer depend on intermediaries.
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2.1.2 Main Challenges for Pepper
Production, especially with regard to
Diseases

Dr. Nom Nu Tuan Nam, who presented the analysis, reported on various
diseases pepper production is facing. Dr. Nam presented treatments
developed by WASI in recent years.

In the further discussion after the presentation farmers explained their

sitaution:
Main pepper varieties being planted in Quang Binh are Vinh Linh
pepper and trau pepper. In general, these pepper varieties are being
planted for many years, with little chances for selection and are not
equal in productivity. However, pepper in Quang Binh develops rather
well and farmers themselves also affirm that the varieties of pepper suit
with local conditions.
Farmers complained that they face problems in identifying the diseases
and choosing appropriate treatments. Dr Nam pointed out the main
disease Phytophtora or Quick pepper dying called. This disease is very
dangerous and causes mass destruction for pepper, which results in
complete lost or a reduction in pepper productivity. This disease often
occurs in rainy season with warm, wet weather. The first symptom is
that the soil lines of pepper is wilted. Leaves become yellow and drop.
All leaves drop within 7-14 days leaving the branches denuded and
dried. Pepper trees die after several days or weeks as all of their roots
are blacken rotten and the sterms near the root completely rotten.

During the workshop Dr Nam agreed with the farmers present to pay a visit
to their villages on the following day. Her report is attached in Annex 5.
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2.1.3 Survey on Pepper Production in
Quang Binh Province

Ms Hoang Thanh Nga presented the results of a survey done in five
districts in Quang Binh province. The presentation is attached in Annex 4.
The survey clearly highlighted the opportunities and the problems farmers
in the region are facing.

Although the surveyed households just represents a small group of pepper
households in Quang Binh, the survey reflects advantages and
disadvantages in the pepper production. The disadvantages can be seen
as follows:

- Diseases mentioned by 87,2 % of the interviewed households.

- Lack of techniques and technology by 81,2 % of the interviewed

households.
- Lack of capital said by 85 % of the interviewed households.

In addition, there are some other disadvantages such as the market and
variety (see Table below).

Concerns of local pepper producers  (unit: persons)

No. | Commune dIiDSeesat;/e Techniques L?/\;Vr_i)gteJ d Market | Weather | Capital
1 Bo Trach 30 36 5 4 3 7
2 Le Thuy 36 26 0 16 6 24
3 Tuyen Hoa 20 19 0 5 1 14
4 Minh Hoa 17 17 1 0
5 | Quang Trach 13 10 0 1
Total 116 108 6 36 11 57

Despite the above disadvantages, the pepper households see big
opportunities to develop their pepper production. Main advantage are the
high pepper prices at the moment. This will stimulate farmers to pay more
attention to their pepper production.

lant Protectiol
agency

Agricultural ; @
Extension
Agency

ISustainable management of natural resouces in Central Vietnam 11
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The illustration of the value chain in the region started a discussion about
price differences at the different stages of the chain as well as on
improvements of cooperation between input suppliers, farmers and traders.

2.2 SWOT Analysis on Pepper in Quang
Binh- Results of Working Groups

Based on the presentations the participants split up in three working groups
discussion for further discussion on problems and opportunities.

SWOT Analysis

(e

[ L

Working Group 1

Strengths Weaknesses
Suitable land conditions - Insufficient land use planning
Good pepper quality - Lack of capital for new
Available labour force plantation and tendering
Tradition in pepper production - Only extensive production
Available collection network - Limited access to information
Availability of seedlings and technology

Interest of local authorities in
pepper is limited

Production only based on
traditional techniques. Farmers
are not yet able to apply new
technologies.

Opportunities Threats
Large market share of Vietham - Suitability of land for pepper still
on world pepper market unclear
Vietnam is influencing the world - Disease problems not vyet
market price solved
Large production in Vietnam - Long term contamination of
Assistance of relevant projects land by diseases
for pepper sector - Bad weather conditions
High market price currently - Decrease of prices possible
Decrease of international with increasing production

pepper production
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Working Group 2

Strengths

Weaknesses

Suitable land conditions
Good pepper quality
Cumulated experiences
Tradition in pepper production
Indigenous varieties

Demand for pepper
Long-term storage of pepper
possible

Lack of Market information
Lack of capital for new
plantation and tendering

No analysis of disease
problems yet

No input supply

Farmers are not anymore pro-
active in pepper production ->
do not try to solve disease
problems

Opportunities

Threats

Large market share of Vietnam
on world pepper market

Large production in Vietnam
Assistance of relevant projects
for pepper sector

High market price currently

Pepper often replaced by
rubber

High costs for inputs

Disease problems not yet
solved

Bad weather conditions

Working Group 3

Strengths

Weaknesses

Supporting poles are available
Suitable land conditions

Good pepper quality
Available labour force
Tradition in pepper production

Too many intermediaries
Small scale production
No proper investment into
pepper

Lack of capital for new

plantation and tendering

No market information

Low yields

Manual processing on farm
Production only based on
traditional techniques. Farmers
use seedlings from infected

land.
Opportunitie s Threats
Large production in Vietnam Changing prices
Assistance of relevant projects - Limited concern of local
for pepper sector authorities
High market price currently High prices for inputs
Network of traders - Diseases

Lack of water for irrigation

General Discussion

The results of the SWOT working groups as well as the following
discussions concentrated on the low attention still paid to the pepper
production, from farmers’, traders’ side as well as from public side. The
sizes of the pepper cluster in Le Thuy and Bo Trach arestill small in
comparison to other areas such as Dak Lak.

The opportunities for pepper production are seen as very positive therefore
it requires a joint approach and support to overcome the mentioned
problems. The high prices currently paid should be used to invest in the
production. The fluctuation of prices in the last decades showed that it can
not be expected to last long.
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Investments should be done in plantation, pest management, post-harvest
technology. A strong demand for micro credits was expressed to improve
the production and to reduce the dependence on loans from collectors.

2.3 Value Chain Mapping
L2 "

HO! THAo CHU6| GlA TRI HO TIEU TAI QUANG BINK

Tk o [ i

SAe kTN
Wi 1Ev

An output of the SWOT workshop was a presentation of the value chain for
pepper in Quang Binh, showing actors and functions as well as the major
constraints.

The discussion of the value chain already started the definition of
necessary improvements and support which was further intensified in the

working groups for action planning.
| iy
| i
p,'“‘.n“- ”:\"'
i

SR 1hiy P
- g

10
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Current situation/ Problems in the pepper sector

Post Harvest

- Little knowledge of
plant protection

- Use of old not
resistent varieties

- Only little inputs

- Old fashioned
technology,
cultivation methods

advantages
- More individual
mind set

Function Actors Current situation/ Constraints
Problems

Services: i
Inputs Input suppliers Inputs for pepper are Low demand on Ltd. resources of No access to Lack of market
Advice Extension not available in the farmers’ side extension &plant finance information
Finance Plant protection clusters protection
Production Farmer, - Diseases: virus, - High prod. density - No awareness Loans from No value adding

external worker, insects, etc. - Low yields about group collectors

Export Market

Exporter in HCMC

Processing companies

Trade Collectors 3 tons - Small size of - Competitions due - Ltd knowledge - No technology -Bad roads
Small traders 20 t traders to small quantities of int. quality for quality - Transport costs
Traders, 50-60 t standards measurement - Transport facil.
Processing Proc. companies Processing for export
in HCMC and Main Value adding
large prod. areas outside Vietham
Wholesale Tr_sdelrjs, l\lln QB, :Demand it for Retail market Small retail Local market Idt
QTri, Da Nang arger quantities shops demand (5%)

11
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Solution

Action Plan for Le Thuy District

Involved Actors

Time frame

Implementing partners

Support for producer

Establishment of model for pest management

3 farmers/lcom.

Jun08-July09

Project+Extension+Plant
Protection +Economic staff

Establishment of model for pest management

20-25 farmers

Jul-Aug/2008

Training on pepper tending, disease prevention,
processing

4 class/commune

Jul-Aug/2008;
Feb-Mar/2009

Support on selection of high productive&disease-
resistant variety of pepper

Study tour to good practice of pepper plantation in

Modelled farmers,

Daklak/Quang Tri Extensioni&Plant Pro. Staff | Apr/2008
Support for Trip to Ho Chi Minh city to visit pepper processing Apr or
collectors/traders company and make business relationship Jun/2008;

Networking amongst local traders/collectors for
higher quantity

Traders/Collectors

Support for Plant Protection
and Extension staff

ToT training

Extension and Plant
Protection at different
levels;

Mar-Apr/2008

Strenthening linkages

Meetings between traders and pepper club to
exchange infor. on pepper output and market price

Jun/2008

Provision of market infor. for pepper club

Jun-Jul/2008

12
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Solution Action Plan for Bo Trach District Involved Actors Time frame Implementing partners
Support for producer
Technical training on plantation and tending of Jun- Extension+Plant
Technical solution pepper ToT for key farmers Oct/2008(9) Protection+Eco-nomics staff
Training on prevention and treatment of pepper Jun-
plants diseases ToT for key farmers Oct/2008(9)

Advisory on seedlings selection

Selected farmers: improve
current garden&new
plantation

Apr-Oct/2008
9

Extension+Plant Protection
staff

Selected farmers: improve
current garden&new

Apr-Oct/2008

Extension+Plant Protection

Set up demonstration model plantation (9) staff
Information and propaganda Farmers/Communal
solution Study tour for farmers to good pepper practice Extension Workers Mar-Apr/2008 | Extension staff
Farmers/Communal

Technical brochure on pepper plantation

Extension Workers

Mar-Apr/2008

Extension staff

Support for better access to market information

Farmers

Mar-Apr/2008

Communal Exten.
Worker+Farmer Union

Set up interested group

Policy and Capital Solution

Facilitation for access to loans

Poor farmers

Society&Policy Bank

Support for
collectors/traders

Training on product quality

Collectors/Traders/ Key
farmers

Apr/2008

Extension staff

Training on business skills

Collectors/Traders

Jul/2008

Support for Plant Protection
and Extension staff

Technical solution

Manual on pepper techniques

Extension at different
levels; Plant Protection

Mar-Apr/2008

Pepper expert

ToT training (basic+advanced)

Extension at different
levels; Plant Protection

Apr-May/2008

WASI+National Plant Pro.

Strenthening linkages

Workshop for 4 main stakeholders: farmers,
processors, public servicers, researchers

Farmers, Collectors,
Traders, Extension

Jun/2008

Extension /Economic Div.

13
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2.4 Working Groups — Action Planning

Based on the results of the SWOT Analysis and the discussion on the value
chain the participants were divided into two groups according to the districts
Le Thuy and Bo Trach to elaborate specific action plans for the districts as
possible follow up activities and as input to the two projects present in the
workshop: SMNR-CV and CPI. The results of the two working groups are
shown above.

Action planning

14
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2.5 Follow-up activities

The feed back on the workshop was very positive. The defined follow up
activities are concentrated on

Training of farmers and TOT for service providers especially in
production improvement and pest management

Set up of demonstration plots on existing farms

Set up of pepper clubs in the pepper clusters

Manual on Pepper technologies, brochures, printed information
Exchange with other regions strong in pepper such as Dak Lak

And improvement of linkages between farmers and traders/input
suppliers in the frame of study tours, meetings, workshops.

The closing words of Dr. Wiemer summarised the findings and proposed to
revise the action plans, discussion of the plans with other projects and
service providers such as PAFEC, Plant Protection Sub-Department as well
as CPI.

SMNR-CV is interested to start with one pilot group in a commune in Le
Thuy with focus on measures to be implemented in a short-term period
such as identification of diseases, support in pest management, support in
input supply and training of farmers as well as forming a pepper club.
Obijective of all activities and support should be to add value to the product
and to keep the value adding in the province.

15
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2.6 Way Forward for SMNR-CV

Based on the findings of the workshop as well as of the other meetings and
discussions during the mission the set up of one (or two) pilot groups (Le
Thuy and Bo Trach) is recommended for the pepper farmers in the clusters
of Quang Binh. Discussing potential way forward, the need for support
during to the entire support process has become apparent. Thus, the pilot
group(s) require a more comprehensive approach including training, advice
in the field, model gardens, study tours and exchange. Objective should be
to achieve measurable results on pilot base and to improve significantly the
situation of the farmers involved.

The approach chosen for the pilot group(s) requires the cooperation with
service providers from plant protection sub-department as well as PAFEC.
TOT training will be one important cornerstone of the implementation and
sustainability of the measures. SMNR-CV should discuss a more intensive
cooperation with WASI and contract the local expert Dr. Nam as well as
perhaps recommended colleagues facilitating TOT trainings and the
envisaged support of the selected group(s). The limited resources of
PAFEC could cause problems in this approach; therefore the support
structure should be broadened.

Looking at the remaining time of the second project phase it is
recommended to closely monitor the implementation of the pilot project. A
close activity monitoring is a good basis for further impact monitoring.
Therefore beside the action plan also milestones will be defined to structure
the implementation. Furthermore, indicators will be identified to measure
the achievements and impact.

It is recommended to do a baseline analysis of the pilot group before the
start of the implementation. A systematic evaluation of the process of the
implementation as well as of the impacts of actual provision of support will
enable further planning of adequate support measures from all project
partners involved. This would also allow interventions in due time if
necessary.

Next Steps:

- ldentification of suitable pilot commune and agreement on pilot
group with target group
Selection of interested farmers and agreement on cooperation
within a pepper club
Definition of cooperation with Plant Protection and PAFEC as well
as CPI
Selection of suitable trainers (WASI) and contracting
Preparation/revision of action plan for the implementation jointly with
service providers and SMNR-CV
Discussion with target group and agreement of implementation
schedule
Defining milestones for the planned activities and indicators
envisaged achievements

Baseline survey and monitoring of the progress.

16
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Opportunities and possible Interventions for SMNR-C ~ V

Retail market

Export Market

Opportunities Good potential for expansion th e production
Cluster of pepper production
Promising market demand
Function/ Possible Interventions
Actors
Services: Access to micro Improved input Training for TOT for Access to market
Inputs credit supply extension/plant extension/plant information
Advice protection staff protection staff
Finance
Production Formation of Training in new Know how transfer from Model garden/ Improved linkages to
Pepper Club technologies other regions demonstration input supply and traders
Trade Training for Better linkages More service for farmers:
traders in quality along the VC storage, contracts
standards
Processing
Wholesale

17
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3 DRAFT CONCEPT ON THE WAY
FORWARD IN THE RUBBER VC

3.1 Rubber in Quang Binh 1

The importance of rubber in the national agricultural economy has been
recognized by the Vietnamese government as a product with high
contribution to the poverty reduction, generating relatively stable incomes
and improved living conditions in the rural areas. However, Quang Binh is
not included in the conventional rubber plantation area of Vietnam; its
conditions such as temperature, concentrated high rainfall, hot wind are not
favourable for the growth and development of rubber. Nevertheless, rubber
still normally grows in the province, but its productivity is definitely lower
than that of other rubber plantation areas in the country.

In 2006, the total area of rubber plantation in Quang Binh province is about
7.413 ha with the achieved productivity of 3.836 tons. The area for rubber
plantation in the state owned companies is fixed since there is no more
land available for plantation meanwhile the land area for small scale rubber
plantation has been increasingly expanded in the last 5 years. In 2000, the
area for small scale rubber plantation was expanded about 448ha and has
been continuously increased up to 2071ha in 2006. As compared, the land
area for small scale rubber plantation has been increased 5 times higher
within 7 years (310hal/year increased). Obviously, the small scale rubber
plantation has been involved a large number of farmers/growers in rubber
plantation.

Land area, output and productivity of rubber achieved by producers

Area (ha)
For For Total o
Producers immature trading Pkm/(:]l:;w'ty O;Jtput
period of (kg/halyear) (ton)
rubber trees
State owned 1.677 2.484 4.161 1.100 2.732
companies
Rate (%) 43,5 67,2 55,1 - 71,2
Small scale 2.071 1.181 3.252 910 1.104
rubber
plantation
Rate (%) 56.5 32,8 44,9 - 28,8
Total 3.748 3.665 7.413 - 3.836

There are two state companies (under Quang Binh People Committee)
operating in rubber subsector: Viet Trung and Le Ninh. These two
companies were established since 1960s and both of them currently
occupy an area of 4,161 ha.

The small-scale rubber plantation area is of 3,252 ha (44.9%), with the yield
of 1,104 ha and productivity of 910 kg/ha/year. There about 2,317 farmer
households have been planting rubber and the average plantation area per

1 Information based on Study prepared by NGUY N TRi THANH “Value Chain Analysis of
the Rubber Subsector”

18
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household is 0.94 ha. However, the rubber plantation area of these
households are in different geographical plantation regions; the largest area
is in Bo Trach district.

Area for small scale rubber plantation allocated for local growers in 2006.

Area (ha)
District F(_)r immature For trading Total
period of rubber
trees

Minh Hoa 214 - 214
Tuyen Hoa 523 16 501
Bo Trach 1248 966 2091
Quang Ninh - 97 97
Le Thuy 86 102 174
Total 2071 1181 3252

Source: Quang Binh Agricultural Diversification Project — ADP

The National Program No. 327 has supported local growers to implement
the small scale rubber plantation with the area of 1181 ha. Since 2000, the
Quang Binh Agricultural Diversification Project — ADP has started to
support to development of 2071 ha for small scale rubber plantation. In
general, the condition for development of small scale rubber plantation in
Quang Binh is highly potential since the number of growers has been
increased and actively participated in rubber plantation.

The Agricultural Diversification Project started with the loans from World
Bank and AFD2. The project has addressed to the overall goal of
diversification and intensive development of agricultural production to
strengthen and stabilize incomes for farmers, generating more jobs for local
people via the establishment of small scale rubber plantations,
strengthening of animal husbandry activities, intensive cultivation of short-
term crops from which the available land in the poor provinces of High
Lands and Central Region has been effectively used.

Latex plantators: As mentioned key players of the subsector in Quang
Binh include two SOEs (Viet Trung and Le Ninh companies), which have
55.1% of plantation areas and smallholding, which cover 44.9% areas of
the province. Those players grow rubber trees and collect crude natural
latex.

Processors: In the Rubber Companies of Viet Trung and Le Ninh, the
extracted rubber latex is processed into cube rubber types of SVR 3L, SVR
10 and RSS. After that, the processed rubber is sold directly to private
traders.

Whilst the rubber plantation smallholders often concentrated the extracted
latex before selling to local collectors, who will distribute the concentrated
latex to private traders for processing into “SVR 10 latex form” in Dong Hoi.
Lan Thanh company and other private traders from other provinces buy
crude latex from households and process SVR rubber.

Traders and Exporters: In Quang Binh, almost all rubber produced by
processors in the province are purchased by private traders. Most of the
processed latex is then sold to China via Mong Cai border gate (in Quang
Ninh province). Only a small amount of rubber latex, around 10 %, is used

2 For different reasons, ADP will not continue with a second phase in Quang Binh although
the province still expresses interest in continuation of the programme, especially with
regard to road improvements and improvements on the processing side.
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by the domestic industrial sectors, mainly to produce vehicle inside tires,
rubber mats, gloves, elastic strings, e.g. to Da Nang Rubber Company - a
tyres producer belonging to Vietham Chemical Corporation.

3.2 The current system of rubber
production on small holder farms in
the rubber cluster of Quang Binh

The current system (see graph below) in collecting and processing of
rubber coming from small holder farms is hampered by various constraints:

No cooperation with the SOEs due to unreliable and unfair conditions
(late or no payment, no interest of SOESs in cooperation with
smallholders)

Private rubber processing companies are far away from farmers in
Quang Bin area, e.g. based in Quang Tri or Da Nang.

New processing factory Lan Tanh in Bo Trach located near the small
holder rubber cluster; but is not yet functioning due to financial
problems and problems with electrification of the factory. Currently the
factory operates with a generator increasing the enegry costs by 50%.
The processing of liquid latex is therefore expensive and only providing
a small margin.

Lan Tanh expects financial support from the second phase of the World
Bank Project ADP (Agricultural Diversification Project), but it is reported
that a second phase is not planned for Quang Binh.

The processing of condensed latex is less attractive and generates also
lower prices.

The bad road infrastructure is also hampering the improvement of the
collection and processing system. ADF Il was due to support road
improvements.

Therefore the collection system in the cluster is currently based on the
initiative of farmers, collectors and traders producing condensed
rubber/latex which can be transported on longer distances:
Farmers collect latex and pre-process it by extracting water.
The pre-processed product is collected by 2-3 traders in the cluster of
Bo Trach, equipped with small scale processing machinery to further
extract water from latex.
The output of this second stage of pre-processing is transported to the
processing plants and further processed.

0 According to the traders the processing plants are not very
much interested in further processing of the supplied latex (no
standardization of the processing process).

o0 Therefore the equipment is rented out to the traders who take
care of the further processing. After that, the factories buy the
final product from the traders.
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The current Rubber Value Chain in Quang Binh
Actors Inputs Small scale Collectors Traders Processing: Quang Tri, Export
Services Farmers Mini processing Da Nang, Lan Tanh Local Market
Tyre factory
Da Nang
Functions Production Collect for traders Collection, Rent out facilities to
Harvest _ small scale traders  for further
Pre-processing processing processing,
condense sell to processing Buy processed product
companies from traders
Product Stage 1: Stage 2: i i
Liquid Condensed rubber Sl . gl . .
Still liquid pre_processed Standardized solid blocks of raw
solid raw rubber rubber (grade 10)

Scenario A: Optimizing the current system

Function/ Possible
Actors Interventions
Szenario A Production
Optimising the

existing situation

Trader

Processing

Export Market

Formation of Rubber
Club

Strengthening the
producer group

Improvement of
harvest technologies
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3.3 Possible Intervention for SMNR-CV

3.3.1 Scenario A: Optimizing the current
system (Approach is farmer centred)

The current system is not offering many options of supporting the actors
along the VC. Therefore the focus should be on optimizing the situation of
the farmers in the cluster.

Because of the current problems in processing it is recommended to
strengthen the position of the farmers and improve their output of latex.

To strengthen the position of the farmers it is recommended to form on pilot
base a group (rubber club) to improve the communication among farmers
and to initiate joint activities such as input purchases, joint transportation,
training etc.

Scenario A : (graph above)
SMNR-CV could assist on farm level in

0 organizing the rubber club, development of joint action
plans for the club members

0 Training courses in cooperation with PAFEC and others to
improve the harvesting technology. It is expected that in the
near future more and more small holder rubber plantations
will start with harvesting. It is reported that many farmers
are not yet capable to apply suitable harvesting technology.

3.3.2 Scenario B: Introduction of liquid
latex production and development of
a collection network (Approach is
more centred on the value chain ->
traders’ network)

A complementary approach would be to produce liquid latex, which
requires a short distance to the processing factory, where the processing
should take place within 8h.

A precondition would be a functioning Lan Tanh factory able to process
liquid latex. This would require access to electricity and a good network
with farmers and traders supplying the factory.

To reach also farmers more distant from the factory a network of collection
points should be set up:

Farmers could transport the latex or collectors collect at farm level
and transport the latex to the collection point.

Traders/factory pick up latex at the collection point and transport it
to the factory.

The factory processes liquid latex resulting in better quality and better
prices.
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Scenario B (graph below)

In this scenario the focus of the support from SMNR-CV would be
on improving the collection system and the
communication/cooperation along the value chain in Quang Binh.

The proposed interventions should focus on:

(0]

(0]

Strengthening the network of the existing traders (farmer-
trader relationship) in the rubber cluster of Bo Trach near
the Lan Tanh factory

Initiate a cooperation between factory and traders in
collection of liquid latex (Existing traders should be able to
keep and develop their rural network to avoid a boycott of
Lan Tanh factory)

Moderate the establishment of linkages along the VC (Lan
Tanh factory should integrate the existing trade structure in
their business)

Develop jointly with all stakeholders a concept for the
collection network including traders and allowing Lan Tanh
also collection around their factory.

Support the collection network with a PPP measure to set
up and equip collection points including transporting trucks.

In addition, SMNR-CV would assist on farm level in

(0]

Organizing a rubber club, development of joint action plans
for the club members

Training courses in cooperation with PAFEC and others to
improve the harvesting and post-harvest technology,
treatment of liquid latex and

Still, improvement of condensed latex production.
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Scenario B: Introduction of liquid latex production

and development of a collection network

Function/
Actors

Possible Interventions

Plan B: Intro of

system with
company

processing

liquid latex
Production Formation of Improvement of
Rubber Club harvest technologies
Trader Strengthening
the trader’s —
farmer network Priority:
Moderation of
. _ cooperation farmer —
Processing Development of a collection

trader- processing

PPP
Collection center
equipment  (measuring

quantities + qualities

Collection network

trucks
Motorbikes

Export Market
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Senario B: Possible Collection Network
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.4

Way Forward

Scenario A does not provide sufficient perspective for SMNR-CV, a
follow-up is therefore not recommended.

Due to the mentioned obstacles in the implementation of scenario B
the following way forward is recommended:

Clarification of the future of ADP Phase Il in Quang Binh:
0 Meeting with World Bank and ADP in Hanoi on ADP
Phase Il in Quang Binh
0 Meeting with director of DARD and People’s Committee
in Dong Hoi about their expectations with ADP 11.
(Responsible project director Mr. Chien)

Update information on achievements of ADP phase I:
o Copies of reports,
0 ADP feasibility study of Lan Than factory

Information on rubber production cluster in Bo Trach
0 Size, quantities currently available and upcoming
supplies, problems
0 Map of production area and roads
o Clarification if liquid latex is an advantage for farmers in
comparison to condensed latex

Further meetings with value chain actors in Bo Trach to identify
their capability and interest (and obstacles) in cooperation
o0 Farmers in rubber cluster
0 Traders/small scale processors in Bo Trach
(identification of the number of traders and the
current/future way of cooperation: what will be the
impact of Lan Tanh factory on traders)
0 Lan Tanh factory (Development of a business plan)

Meetings with other processing factories in Quan Tri and Da
Nang to identify their interest in supplies from Quang Binh.

o Consideration of the privatization process of SOE’s
Further activities prior to the workshop:

0 Study on condensed and liquid latex:
Identification of the characterization of the different
stages of rubber processing
Demand for rubber SVR 10 and SL 3.
Production costs for condensed and liquid latex
Capacity for condensed rubber in private factories
Advantage for farmers with condensed rubber (bad
roads)
How much of liquid latex can be collected per day?

Organisation of a Rubber Value Chain Workshop (Proposal for
a workshop structure in Annex 4).

0 Results should facilitate the final decision on
interventions supported by SMNR-CV.

26



ANNEX

Annex 1: List of Participants of the
Pepper Workshop

Annex 2: Programme of the Pepper
Workshop

Annex 3: Studies and Presentations on
Pepper

Report on the Pepper Value Chain

Analysis
prepared and presented by Trang Hieu
Tuong Illumics Consultant

Standards and Processing of Pepper
prepared by Dr. Ton Nu Tuan Nam (WASI)

Survey result on pepper households
in 5 districts in Quang Binh
Presented by Nga

Annex 4: Proposed Workshop Agenda for
the upcoming Rubber Workshop

Annex 5: Findings of field visit of Dr. Nam

Annex 6: Minutes of Meetings
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Annex 1: List of participants of Value

Chain Training Workshop

No Full Names Organisations/Positions

1

2

3

4

5

6

7

8

9

10

10

12

13

14

15

16 Dr. Hans J. Wiemer Chief Technical Advisor of SMNR - CV

17 Mr. Trang Hieu Tuong Local Expert on Off-farm of SMNR - CV

18 Mr. Doan Ngoc Luong Responsible staff on Off-farm of SMNR
-CV

19 Mrs. Pham Thi Lien Hoa Co Moderator

20 Mrs. Nga Co Moderator

21 Mrs. Nam WASI

22 Mrs. Sigrid Giencke International Consultant from Germany

23 Ms. Pham Thi Minh Ly Local Expert on Farming Systems of
SMNR - CV

24 Mr. Tran Thanh Ha Responsible on Farming Systems of
SMNR - CV
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Annex 2: Value Chain Promotion Workshop on Pepper -

Pepper value chain in Quang Binh — pilot measures i

Team and role;

Project director Mr. Cao Xuan Chinh

Dr Hans-J-Wiemer: Chief Technical Advisor

Mr Trang Hieu Tuong — Moderator, presenter

Ms Nga - Co-moderator

Ms Hoa - Co-moderator

Ms Nam - Presenter

Mrs Sigrid Giencke: Resource person, co-moderator

Programme

n the pepper clusters of Le Thuy and Bo Trach on

February 27 ™ 2008,

Time Content Operational style Responsible Work org  anisation

08:00 — 08:20 | Welcome of participants and introduction into | Plenary session Project director, Mr Chinh
workshop objectives Mr Wiemer

08:20 — 08:30 | Presentation of participants and collection of | Plenary session Mr Tuong Introduction how to use cards
their workshop expectations (on cards) to collect expectations from

participants.

08:30 - 09:00 | International market for pepper and the position | Plenary session Mr Tuong English and Viethamese
of Vietam version of presentation
Presentation and discussion

09:00 — 09:30 | International quality standards of pepper Plenary session Ms Nam English and Viethamese
Brief information on pepper production and version of presentation
trade in Dak Lak
Presentation and discussion

09:30 —10:00 | Results of survey on Quang Binh pepper | Plenary session Ms Nga English and Viethamese

production
Presentation and discussion

version of presentation
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Time Content Operational style Responsible Work org anisation
10:00 — 10:30 | Coffee break
10:30 - 11:30 | Introduction into SWOT exercise and start of | Exercise in 3 mixed | Working group facilitators: Color cards and flipchart
SWOT analysis of pepper in the clusters of Le | groups Mr Tuong papers, pin boards
Thuy and Bo Trach Each group 1 facilitator | pMs Hoa
Each group should select | pms Nga
1 speaker/presenter
11:30 - 12:00 | Presentation of SWOT results Presentation Mr Tuong
12:00 — 13:30 | Lunch break
13:30 — 14:00 | Presentation of VC map and analysis based on | Plenary session Mr Tuong VC map on large cards
working group results Ms Hoa
Discussion of possible solutions
14:00 — 14:15 | Workshop group formation (2 groups) Plenary and group work Mr Tuong Flipchart papers, stick tapes,
Introduction into Action Planning group work Exercise in 2 working | Each group 1 facilitator pin boards.
groups according to Each
. . group should select 1
regions/role: Le Thuy, Bo speaker/presenter
Trach
14:15 — 15:30 | Action planning in 2 working groups \I\//IVO_:_king group facilitators: Provision of an action plan
r Tuon i
Incl. coffee break Ms Hoa J grid to each group
Ms Nga
15:30 — 16:00 | Presentation of the working group results and | Plenary session Mr Tuong
discussion Working groups
16.00 — 16.30 | Discussion on way forward and closing Plenary session Mr Tuong
Mr Wiemer
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