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Abstract

Raising goats is an income-generating activity and helps improve nutrition for
resource-poor households, especially those in remote, tribal and ecologically
vulnerable areas. Goats thrive in Laos under extensive conditions with minimal
state management and have a high potential for further development. This
qualitative study tries to shed light on goat’s value chain from Laos to Vietnam,
focusing on its four major actors, namely, goat rearing farmers, internal and
external traders, abattoir owners, and restaurateurs. Our study also scrutinize four
main supporting stakeholders of the goat chain, include policy framework
supporters, projects and NGOs, technical supporters and license supporters. The
analysis of the gross margin suggests that commercialization of goat yields in Laos
positively affects net income, however, the magnitude of the margins accrued to the
producer is still not clear, maybe lower than other actors in the value chain.

Keywords: Value Chain, Goats, Laos, Vietnam.
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Introduction o domesticated, linked to humans for 4
east

:mals to b
Goats were among the first farm anima

10,000 years (ADB, 2014). Due tot

and different diets, they have always b

: ising goa
productivity and ease of rearing and cost savings- Raising g {ly in remote, tribal, and
and improves nufrition for resource-poor households, especially ) ,an ecologicauy

vulnerable areas. In rural areas of developing countries, the co?tnbutlon (.)f goats is highly vajyeg
pulations, an item that is often not adequately

rtant role in feeding the po |
heep and cattle. Notably, in contrast to the goat farmey

t meat consumption is largely by the richest segments

heir great adaptability to difficult environmental conditiy
s

een considered very useful animals for thejr o

ts is an income-generating activity

and has an impo.
recognized when comparing goats with s

belonging to the poorest communities, 03

of the population.
eveloping countries. Of the approximately 280 millio,

ts for only 2% of this total, about 49
duced approximately 97% of thig

Goat meat is widely consumed in d

total tons of meat consumed per year, goat meat accoun

million tons (Dube et al, 2017). Developing countries pro
amount, reflecting the great importance of goat meat t0 feed these
In Lao People's Democratic Republic (PDR), goats have a good chance to develop with

minimal management (APHCA, 2006; Stur and Gray, 2014). With a total of 18,761 thousand
of 23,080 thousand hectares of land area (FAOSTAT,

ants, including goat rearing such as

populations.

hectares of forest, accounting for 81.3%
2020a), Lao has good and favorable conditions for small rumin

vast area of forest, fallow land in mountainous areas.

During 2000-2018, the number of goats in Laos increased steadily, with a growth rate of
506.4% (FAOSTAT, 2020b), driven primarily by increased demand from Vietnam due to both
population growth and increase in GDP per capita over the same period (Gray et al., 2019).

Goats thrive in Laos under extensive conditions with minimal management and have a high
potential for further development. However, to date, there lack profound studies on goat
consumption, goat market, especially its value chain in Laos. Pathoummalangsy (2014) provided
initial analysis of market of native goats and value chain in central Laos. A study by NAFR],
NAFES and NUOL (2005) assessed the potential for goat production and marketing i
Savannakhet province. As for Vietnam, Nguyen Van Thu and Do Thi Thanh Van (2018) analyzed
recent development of dairy goat production in the country.

This qualitative study attempts to provide a more profound and comprehensive analysis Of]
goat’s value chain from Laos to Vietnam. Except of Introduction, this paper consists of four]

sections. Section 1 provides a brief overview of Lao’s goat farming. The subsequent section clarifies
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¢ istribution. The last i
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iof overview of Lao’s goat farming
I

0 Vietnam. Section 3 analyzes the goat’s
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(B ;
Laos has favorable climate and geographical conditiong for goat farming. With a total of

6] thousand hectares of forest, accounting for 81.3% 0f 23,080 thousand hectares of land area
Ff;‘oSTAT, 2020a), Lao hj“S a good condition for smalf ruminants, including goat rearing. The
ﬁee—ﬁ‘“ge systems are .applled, and goats are grazed freely all year in small groups in forest and
fullow Jand in mountainous areaf. The goat eats fodder trees, shrubs and bushes and grasses.
ndigenous goats are .Small and raised for meat. Farmers tend to restrict the number of goats they
qise 10 avoid excessive damage to crops, for which the owner is held responsible (FAOSTAT,

20202)-

The number of goats in Laos increased steadily between 2000 and 2018 from 121,700 to
16,325, an increase 0f 506.4% (FAOSTAT, 2020b). Gray et al., (2019) explained that this growth
i driven primarily by increased demand from Vietnam due to both population growth of 19% in
2000-2016 and more significantly a 228% increase in GDP per capita over the same period.

Goat’s production is mostly based on small-scale farmers. In the Northern provinces, the
qumber of goats per goat rearing household ranged from 2.2 to 3.4 (Gray, 2004). In the central
province of Khammouane, the number of goats per household was 12 to 16 (Kounnavongsa et al.
2010). This number was 5.3 and 10.2, according to the report of MAF (2014) and Gray et al.
(2019), respectively. In 2012/13, 99% of goats were raised in smallholder systems (Stur and
Phengsavanh, 2014). ‘

In Laos, goat farming is regulated by government agencies, including the Lao Ministry of
Agriculture and Forestry, Department of Livestock and Fisheries (DLF) at the national level, and
Provincial Agriculture and Fisheries Offices and District Agriculture Forestry and Extension
Offices (MAF, 2014; Gray ef al., 2019). These agencies create a policy environment through
tesolutions, decisions, decrees, directives, etc., and establish the development plan to strengthen

md promote livestock production in general and goat production in particular.

In recent years, although goat production in Vietnam has been developing very fast at
tound 30% annually with the total population of 2,684 thousand head in 2018 (GSO, 2019), it
fll imports goat meat (1059 tons in 2015 according to FAOSTAT, 2020c) mainly from Laos due
vhigh demand (Nguyen Van Thu and Do Thi Thanh Van, 2018). Gray et al. (2019) found that up

190% of goats produced in some surveyed regions of Laos exported to Vietnam and, on average,

**Price was 30% higher than Vietnamese crossbred goats.

' - 71
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2. Goat value chain in Laos : -
Similar to many other developing countries, the indigenous goat industry in Laos jg i

organized in the form of provincial and national structures (NDA, 2.013)- The goat chain actorg
consist of goat rearing farmers, internal and external traders, abattoir owners and restauratey;g
This section presents the detailed Laos goat value chain along with typologies of the stakeholder,
involved in the value chain.

Figure 1: Laos goat chain

/ siont ading fhtig imibuzi>
productior processing

e

Consumers:
-Laos

Goat Slaughter- - Restarants
rearing houses/ Outlets - Vietnamese
farmers abattoir zerving

owners goat meat

-

L

Projects and Licenses Technical Policy
NGOz Supporters Supporters framework
Note:

D Function of the chain D

-
Supporters of the chain u

Actors of the chain
Flows of goods and information

Source: The authors’ compilation.

* Characteristics of the chain

In Laos, there seems not be evidence of the formal national goat value chain. The informel
chain consists of goat rearing farmers, traders, abattoir owners and restaurateurs (Gray ¢ ok,
2019). There was not any declaration of the leader in Creating cohesion and leading the actorSj
along the chain, either, It ig a type of export market demand-

. driven chain, originated ™
Vietnamese customers (Gray ef al., 2019), The relationship of act

: ite
ors along the chain seems quit)
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o, Functions and roles of goat’

$ chain actors
The goat chain in La .
i in sl 0s has four main functions, includip : '
o y: fir " These functions gre implement, dg oo fading preliminary
chail, star;mg tom goat rearlflg farmers, traders — inCIUding i:t by four major actors along the
owoers and res al.nateurs. Qt‘ute different frop, S s Cl‘l:lal and external traders, abattoir
and buffalo, the input suppliers seem to play an e n amm;ill chains such as dairy cattle
2014). portant role in goat chajp (Bui Thi Nga,

- Production

the other actors along the chain,

- Trading

Laos traders (also known as middlemen) and Vietnamese traders work as goat coll
Lao traders purchase goats from farmers and sell them to the restaurants and/orgoutlei0 ec“frs-
goat meat and/or Vietnamese traders. Afterward, Vietnamese traders buy goats from La: Sst‘::;mg
and sell them to Vietnamese restaurants or outlets. Most goat traders work independently a':;

teceive their income. In some cases, they depend on the slaughterhouses (Gray et al., 2019)

- Preliminary processing

It seems that there was not any clear evidence or reports on the goat processing industry in
s T, e i
| er goat price along the chain actors.
_‘They Purchase goats from the traders then process and sell goat meat to restaurants and other
:etailers. The prices offered by them to the traders and hence down to the farmers will reflect the
tnarket equilibrium for any day. It is expected that approximately 90% of goat products pass

“Ugh these slaughterhouses (Gray e al., 2019).
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- Distribution
w network of distributors in Laos but rather a wide Network o

there are only some restaurants in each large town and 30104 0

providing products to domestic consumers (Gray al

There is a quite narro
distributors in Vietnam. In Laos,
outlets serving goat meat in Vientiane,

2019). Meanwhile, in Vietnam, there are man
ption market for Lao goat meats. The Laos goat, also referreq

y restaurants, outlets serving goat meat or Tetailerg

Vietnam is considered a large consum _ ‘
. 2 ‘
to in Vietnam as a ‘mountainous” goat, ‘local’ goat or ‘grass goat receives a significant Premiup,

in the Vietnamese restaurant trade (Gray et al., 2019).

¢ Relevant stakeholders of the chain

There are four main groups of supporting stakeholders in the goat chain in Laos, they are
policy framework supporters/state agencies, projects and NGOs, technical supporters, and

license supporters.

The second group of stakeholders in the goat chain is the projects and NGOs including
Asian Development Bank (ADB, 2014); Australian Centre for International Agricultural Research
(ACIAR) (Gray, 2019); National Agriculture and Forestry Research Institute (NAFRI) (NAFR],
NAFES and NUOL, 2005); International Center for Tropical Agriculture (CIAT), the International
Livestock Research Institute (ILRI), and other international, national agricultural research
institutions from countries including Australia and Sweden (Gray e al., 2019). All these
stakeholders support research and deliver recommendations to promote and strengthen the

livestock chain in general and goat chain in Laos in particular.

The technical stakeholders in the goat chain involve in the technique of goat management,
breeding (with little documentation) from the veterinarian and universities such as the National
University of Laos (NUOL) in Vientiane and Souphanouvong. They provide training
courses/workshops for feed preparation or help farmers to deal with their specialized problems

such as diseases control, protecting goats from harsh conditions and preventing them from natural
disasters (Kongmanila, 2017; NUOL, 2019).

In the indirect channel of export, when a Laos trader sells a Vietnamese trader through the
Lao Bao border (Southern market chain), he/she needs three kinds of certifications (Nam Hoang
et al., 2017), including: Health Certificate, obtained within the district of origin and checked by
District Agriculture and Forestry and Extension Office officers (DAFO); Certificate of origin,
purchased at the point of origin; and Export license, purchased from companies accredited by the

government to issuc them. Laos trading companies (i.e., Ketsana) must pay for the government in
order to be a licensor.
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e
Linkages in the chain Pp. 69 - 8p

Capacity in production, business skills and
' Iprise
henefit from goat value chain development. Goats already

supply a continuous flow of income,

which is often difficult to obtain through raising seasonal Vvegetables. When fully engaged in th
. (S

value chain, the farmer’s livelihood cap be improved even

sustainability.

Goat farmers could earn 250-3009 higher incomes from

goat rearing only by adopting
scientific norms of goat management (BATF,

2016) and Potentially higher by improving the herd
size and engaging in goat rearing as an enterprise. However, in Laos, little is known about the

current value chain for livestock trade in general and goat trade in particular and the ifivalveleit
of private traders (Gray et al., 201 9.

Goats are assets that are easy to sell for cash and as such, many of the sales are triggered
by the need to support family expenses rather than as a business initiative. It was observed that
many of the households that participate in the marketing of goats are those with a bigger flock,
Building and maintaining the herd size is, therefore, of great importance to the smallholder farmers

: and affects their marketing decisions. The analysis of the gross margin suggests that the
 “ommercialization of goat yields in Laos positively affects net income (Gray et al., 2019),
however, the magnitude of the margins accrued to the producer is still not clear, maybe lower than

Other actors in the value chain.

L
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's Value Chain from LEO PRD to v;,
Goat's \tnam

[vsio PRI
t province, Laos
Table 1: Value chain for a 20 kg goat I" davapuafiE R :

For 20 kg of goat ﬁ
R Added Cuts
Actors Operating cost | TUrMOVEr | yaipe | (USD/Kg)
(USD) (USD) | sp)
Culled does
Buck Service
Labour
Concentrated
Feed Veterinary 106-127
Farmers .
. Medicines
Replacement
Does
Land rental
Light and Water
s ““’: 115 | 127-133 12-18
traders
Traders
:r'edt"“mese 106-140 152 12-46
raders
Vietnamese
152
slaughterhouses
Laos restaurant 127-133 175-205 48-72
Laos
consumers 9-10
Consumers
Viethamese
consumers 10-28

Source: Data from Gray ef al. (2019),
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0

V
; Dp. 69 - §
. qansaction costs Incurred betweep g, di 0

. ffere
ff tive policy making. ¥ Stakeholderg in this ya]
ffeC

iy and improves nutrition for Iesource-p
3

logically vulnerable areas,
eC

poteﬂﬁal for further development, Sim;lay to many o

industry in Laos is not organized in the form of provingi ) digenous goat

nd Vietnamese traders) work as goat

collectors. There was not any clear evidence or report on the goat processing industry, but there is
the existence of goat preliminary processing through the slaughterhouses who is believed to have

the most influence over goat price along the chain. There is a quite narrow network of distributors
inLaos but rather a wider network of distributors in Vietnam,

There are four main groups of supporting stakeholders for the goat chain in Laos, they are
policy framework supporters, projects and NGOs, technical supporters and license supporters.
However, the information about both vertical and horizontal linkages and distribution in the Lao

€ goat chain is deficient. There needs to be a better understanding of the transaction costs incurred
Sbetween the different stakeholders in this value chain. While there are some estimates available of
>the costs incurred in moving goats across the border, more data needs to be collected particularly
SWith regards to transport costs. All these limitations and shortages should adequately be solved to

Ybelp better policy making in order to develop the goat value chain in a more effective and
OSustainable manner,

’ ; 3l 77
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