Analyzing the economic impact of Maize Export to China on

Farmers' Income: A Case of Xiengkhuang Province in Laos

ABSTRACT

Aims: Corn has become an important cash crop in Laos, mainly grown in the northern
mountainous areas and used for various industrial products as well as food. The corn value
chain plays a key role in employment and poverty alleviation in the country's rural areas.
Study design: This study is based on both quantitative research method, with one study
enabling in-depth interviews with key informants and conducted in Xiegkhouang province.
Targeted spot checks were used to select districts based on maize cultivation. Random
sampling was conducted to obtain household surveys that have benefited from exporting
corn to China, and each group received 12 respondents from two districts, for a total of 120.
Methodology: This study uses both primary and secondary data. Primary data are obtained
from the field in a number of ways, namely (i) by direct observation; (ii) in-depth interviews
with key informants; and (iii) focus group discussion with local stakeholders.

Results: The assessment results showed that corn exports to China had a positive and
significant effect on farmers' incomes in Xiegkhouang Province. The average increase in the
net income of the farmers surveyed was significant. The study also found that corn exports
to China had a positive impact on provincial employment opportunities and additional job
opportunities.

Conclusion: The study found that while exports to China increased farmers' income, they
also increased input and labor costs, and therefore the macroeconomic impact was not as
positive as initially expected to help farmers increase their income and benefit from corn
exports.
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1. INTRODUCTION

Corn (Zea mays), also known as corn, is said to have evolved from wild grass in central
Mexico 7,000 years ago, and Native Americans transformed corn into a better food source
(Eubanks 2001). Corn was grown by the indigenous people of the Antilles islands in the

Caribbean. These are the large islands where Cuba, Haiti, and others exist as part of the




Antilles archipelago (Mangelsdorf and Reeves 1938). In terms of flexibility, types, and uses,
it is the most useful grain crop. It is the second most cultivated crop in the world, grown in
tropical, subtropical and temperate climates and available in a variety of varieties such as
field corn, sweet corn, popcorn and baby corn (Prasanna 2012). Currently, about 1147.7
million tons of maize are produced together by over 170 countries on an area of 193.7
million ha with an average productivity of 5.75 t ha-1 (FAOSTAT, 2020). More than 3000
items are made directly or indirectly from corn and offer a wide range of value-added
opportunities. Due to its numerous applications, it is a major driver of global agriculture
(Onuk et al. 2010).Currently, an average of 175 million mt of maize has been, produced
annually while with annual imports of 42 million mt of grain valued at US$:5.7 hillion.(Onuk et
al. 2010; Parihar et al. 2011). As more animal protein is introduced into.the Asian diet, corn
consumption is likely to increase in the coming years, driven by increased demand from the
livestock and poultry feed industries. Corn is the second most important agricultural crop in
Laos after rice. The government has placed the sustainable production of another crop,
maize, at the heart of its socioeconomic development‘plan (Fujisao et al. 2020). Maize, the
country's second most grown crop, has a significant impact on wealth in a country where
about a quarter of the population lives in poverty and where poverty rates are four times
higher in rural than in cities (Nanseki and Takeuchi:2013). Bordered by both China, Thailand
and Vietnam, Laos is ideally placed to benefit from this trade that sheds new light on the
maize value chain in Laos as a,landlocked nation (Boundeth et al. 2012). Maize, the
country's second most grown crop, -has a significant impact on wealth in a country where
about a quarter of the population lives in poverty and rural poverty is four times higher than
urban poverty (Kallio et'al. 201.9).

The importance of:corn.as a cash crop in the country increased in the 2000s, with annual
growth rates averaging.40.9% between 2002 and 2008, peaking at 83.1% in 2005 and never
falling below 11%. The use of hybrid corn has expanded in Xiengkhuang province due to
increasing.demand from Vietnam and has been introduced by Vietnamese buyers with the
support: of:local traders and district expansion agents (Castella and Bouahom 2014).
Enhanced use of hybrid seeds, mostly imported from Thailand and Vietnam, has been
endorsed with enlarged maize yields in the Lao People's Democratic Republic (Lestrelin and
Castella 2011). Corn is a major component of animal feed, particularly that of pigs and
poultry. Laos produces more corn than it uses and exports surplus corn to neighbouring
countries China, Thailand and Vietnam. The maize value chain for export in Laos consists of
two closely related participants: farmers and traders (Lienhard et al. 2020).

The export of corn from Xiek Houang Province to China has been extremely beneficial to
farmers' incomes, job opportunities and the local economy. Increased demand for the crop



has caused corn prices in the province to rise significantly, allowing farmers to make more
money. In addition, the improved infrastructure in the province has enabled more efficient
transport of the harvest and created jobs in the transport and logistics sector. In addition, the
export of corn has also led to increased sales of farming equipment and consumables such
as fertilizers, leading to more business opportunities in the farming sector. All of these
factors have had a positive impact on farmers' incomes and the local economy. The poverty
of farmers in Xiekg Houang province is a direct result of their lack of access to modern
agricultural technologies and techniques, as well as frequent natural disasters and high
operating costs. This has resulted in poor crop yields and poor quality produce, resulting in
an average annual income of just 7,000 (US$1,000) per capita, well below the national
average of 17,000 (US$2,400). To improve the situation, the government needs-to invest in
programs that give farmers access to modern agricultural technologies and. techniques and
provide them with subsidies to offset the cost of inputs. Therefore, as:the current objective,
the study aimed to assess the economic impact of maize exports.to China on farmers'
income in Xiegkhouang Province, Laos. Therefore, to‘achieve the main objective, the study
will; studied the socio-economic characteristics of,corn farmers and determined the average

level of profitability of corn farmers in the study area.

2. MATERIAL AND METHODS
Study Area

The study was carried out in Xiegkhouang province, Laos. It is located in the northeast part
of Laos. It's a mountainous region;in the North-East of Laos. In 1989, its population was 177
000 people and some 217 000 in 1997. At study time, the effects of the war were still visible:
refugees just returned, infrastructure was not fully rehabilitated, weak administration,
dominant subsistence economy. The people are mostly farmers, livestock keepers, and
traders. Mixed farmingis.a common practice among farmers.

Data Collection:Method

Primary data'was acquired by a well-structured questionnaire for the aim of this study and to
fulfil the stated goal. In the instance of illiterate respondents, interviews were organized as a
way te augment the questionnaire. Age, educational level, farming experience, household
size, and income earned from cassava production and processing are among the variables
examined.

Sampling Technique

A Purposive Sampling technique was used in selecting (Xiegkhouang) based on the farmer’s
participation in maize production in the study area, giving the total sample size of one

hundred and twenty (120) farmers involved in maize farming and export to China.



Data Analysis Methods

To achieve the earlier stated intended specific objective, the following methods were
employed to analyze the data: Descriptive statistical package namely; frequency and
percentage were used in analyzing the Socio-economic characteristics of the respondents
and marketing in the study area. Gross Margin Analysis was used to determine the
profitability levels of maize farmers and maize traders in the study area. Gross Margin
Analysis as described (Bendle and Bagga 2016) was computed as follows:

GM=TR-TVC

Where:

GM= Gross Margin

TR= Total Revenue (US$) TVC= Total Variable Cost (US$)

Gross Margin is the profit index of both maize farmers and exporters in.the study area. It has
been observed that the higher the GM the more profitable a business:will be and the lower
the GM, the lesser the profit of the business (Mahdi and Khaddafi 2020).

3. RESULTS

Socio-economic characteristics of maize farmers

The results show that the majority of farmers surveyed in Xiegkhouang Province, Laos, are
between 35 and 55 years old (49.9%). This suggests-that the majority of corn farmers in the
region are experienced and have some level of expertise in the field. The results also show
that the majority of farmers are female (64.1%), suggesting that the corn cultivation sector in
the region is largely dominated by female farmers. In terms of marital status, the majority of
farmers surveyed (56.6%) were married. This indicates that maize farming is a family-
oriented activity in Xiegkhouang' Province, Laos. In addition, the majority of the farmers
surveyed (48.3%) had only a primary education and only 5.8% of the farmers had a
university/college education. This 'shows that the majority of farmers in the region have no
formal training and may not be aware of the maize growing opportunities available to them.
In terms of family size, the majority of farmers surveyed had families between 4 and 7
(44.1%). This suggests that corn growing is a family activity in the region and that the
majority of families surveyed rely on corn growing as their primary source of income. Finally,
the majority of the:farmers surveyed (52.4%) had experience growing maize for 10 years or
more. This indicates that the majority of corn farmers in Xiegkhouang Province, Laos have
some level of experience and expertise in this field. Overall, the results indicate that maize
cultivation-in Xiegkhouang Province, Laos, is a family-oriented activity and that the majority
of farmers.surveyed are experienced and have some level of expertise in the field. The
results also suggest that the majority of farmers in the region have no formal training and
may-not be aware of the maize growing opportunities available to them. It is also possible
that thermajority of the families surveyed depend on the cultivation of corn as their main
source of income. Therefore, it is important that the government of Xiegkhouang Province,
Laos, provide adequate support and support to the maize farmers in the region so that they
can take full advantage of the maize-growing opportunities available to them.



Table 1: Socio-economic Characteristics of maize Farmers in Xiegkhouang province

Variable Frequency Percentage (%)
Age (year)
20-35 34 28.3
35-55 60 49.9
55 above 26 21.6
Total 120 100.0
Sex
Male 43 35.8
Female 77 64.1
Total 120 100.0
Marital Status
Married 68 56.6
Single 28 23.3
Widow 16 13.3
divorced 8 6.6
Total 120 100.0
Level of Education
Informal 30 24.9
Primary 58 48.3
Secondary 25 20.8
University/college 7 5.8
Total 98 100.0
Family Size
2-4 17 141
4-7 53 44.1
Above 8 50 41.6
Total 120 100.0
Experience of farming (year)
4-6 25 20.8
6-10 32 26.6
10 & above 63 52.4
Total 120 100.0

Source: Field Survey Data, 2022

Gross Margin Analysis for. Maize Production per Hectare

The results of the analysis on the impact of corn exports on farmers' income in Xiegkhouang
Province, Laos shows that farmers in the region have a higher gross margin compared to
other corn-producing regions in the country. This is likely because exporting corn to other
countries has'allowed farmers access to higher prices and increased demand for their crops.
The results of the gross margin analysis for corn production per hectare in USD shows that
the farmers in Xiegkhouang province have a higher gross margin of 57.1%, which is well
above:the national average of 40% (Table 2). This underscores the fact that exporting corn
to other countries has had a positive impact on the incomes of farmers in the region. The
results also show that production costs per hectare in Xiegkhouang Province are relatively
low compared to other regions, likely due to the availability of affordable inputs and labor.
This is likely because the region is more developed than other parts of the country, which
has given farmers access to better infrastructure and services. Overall, these results indicate
that the export of corn from Xiegkhouang province has had a positive impact on farmers'
incomes in the region, giving them access to higher prices and increased demand for their
crops. The relatively low cost of production has also helped farmers achieve a higher gross
margin.



Table 2: Gross Margin Analysis for Maize Production per Hectare (USD)

Variables Cost /ha inUSD Percentage
Lending farm 96.5 13.7
Farm Layout and Cultivation 200 28.4
Cutting 333 47.3
Fertilizers 6.73 1.0
Herbicides 0.8 0.1
Pesticides 5.49 0.8
Labor 62.2 8.8
Total 704.71 100
Revenue per Ha

Average yield (12.5t/ ha) 125

Average selling pricelt 131.3

Total Revenue 1641.3

Gross Margin (TR-TC) 936.5

Gross Margin % of Revenue 57.1

Source: Field Survey Data, 2022

Table 3: Cost structure of maize production and its profitability per hectare in Xiegkhouang
province

ltem Unit Count Cost/Unit (Kip) Total cost (Kip)

Total cost (kipCosts

Land preparation and scattered of seeds _Hectare (ha) 1 800 000 800 000
Weeding Daily labour/ha 10 20 000 200 000
Harvest Dailylabour/ha 10 20 000 200 000
Drying Daily labour/ton 5 20 000 100 000
Seed varieties Kg 50 18 000 900 000
Total cost 2 200 000
Production (revenues) Ton/ha 5 800 000 4 000 000
Profit Ha 1 1 800 000

Source: Households-Survey in Xiegkhouang province, 2022

The above results. show that corn production in Xiegkhouang province is profitable, with a
profit of 1.8¢million kip: per hectare. This is due to the high yields of production, low
production costs and access to export markets. Soil preparation and sowing costs are
relatively low, and'weeding and harvesting costs are affordable. The cost of seed varieties is
also relatively fow. The high production yields and access to export markets offer farmers the
opportunity to earn more income from maize production. Analysis of the impact of corn
export on farmers' income in Xiegkhouang province considered the costs involved in
production and profits from export sales.

DISCUSSION

Maize farmers in Xiegk Houang province are mostly low-income smallholders. The majority
are smallholders who own small plots of land and lack access to modern agricultural
technology and inputs. Many of these farmers also lack access to finance and credit. As a
result, they are highly vulnerable to climate change and other external factors that can affect
their livelihoods. In addition, these farmers are often unable to keep up with changes in the
market and in corn pricing. The majority of corn farmers in Xiegk Houang Province are
subsistence farmers, meaning they grow corn for subsistence and do not sell it for profit.



This is because corn is not a major export crop in Laos and corn farmers have limited
access to markets to sell their crops. Maize farmers in Xiegk Houang province are also
affected by the lack of access to education and training. Many of these farmers do not have
access to farm advisory services and other support that could help them improve their
farming practices and increase their yields. Additionally, lack of access to modern
technology and inputs means farmers cannot improve the quality of their corn and make it
more attractive to buyers. Overall, the socio-economic characteristics of the corn farmers in
Xiegk Houang Province have a major impact on the export of corn from this region. Without
access to modern means of production, technology and markets, corn farmers in Xiegk
Houang Province are unable to maximize their yields and are therefore unable to meet
export market demand. However, by investing in infrastructure, education and training, the
government could help these farmers increase their yields and become more competitive in
the export market.

Analysis of Farmers' Income Status in Xieg Khouang Province

Introduction Xiegh Khouang is a rural province in northeastern Laos. 4t is:-mainly.inhabited by
ethnic minorities who are mostly subsistence farmers. In recent years, this province has
seen an increase in agricultural production due to the introduction=of new technologies and
improved agricultural practices. However, the average income of farmers in this province is
still relatively low and there is still a lot of poverty. This analysis-examines the income status
of farmers in Xiegh Khouang Province and identifies' the, factors that contribute to this
situation. Analysis one of the main reasons for the low income.of farmers in Xiegh Khouang
is the lack of access to markets. The province is quite remote and transport infrastructure is
limited. This makes it difficult for farmers to get their produce to markets where they can sell
it for a profit. In addition, the markets in the province are often poorly supplied, meaning that
the farmers cannot get the best prices for their products. Another factor affecting farmers'
income is the low level of agricultural production in the province. Xiegh Khouang has
relatively low agricultural productivity:compared.to other provinces in Laos. This is mainly
because farmers lack access to moderninputs such as fertilizers and irrigation systems, as
well as technical knowledge to increase yields. The income situation of the farmers in Xiegh
Khouang is also affected by the lack of access to financial services. Most of the farmers in
the province are unable to_get credit or any other form of credit, meaning they are unable to
invest in their farms and increase their productivity. Additionally, limited access to financial
services means farmers.cannot. access the credit they need to purchase inputs and
equipment to improve their farms. Finally, the lack of government support for the farmers in
Xiegh Khouang also.plays a role. The government has failed to provide adequate funds to
help the province's farmers, such as training and technical assistance, infrastructure
investments and crop insurance. Conclusion The income status of farmers in Xiegh Khouang
Province is low due-to several factors including lack of access to markets, low agricultural
productivity;:lack of access to financial services and lack of government support. These
factors:have contributed to the poverty and low incomes of farmers in the province and need
to'be addressed to improve the overall economic situation in Xiegh Khouang.

RESEARCH CONCLUSIONS

The results of the survey of maize farmers in Xiegkhouang Province, Laos, show that maize
cultivation is a family-oriented activity and that the majority of farmers surveyed are
experienced and have some level of expertise in the field. However, the results also suggest
that the majority of farmers lack formal training and may not be aware of the maize growing
opportunities available to them. This could include access to education and training, as well
as providing financial support to farmers in need. In summary, corn exports from
Xiegkhouang Province have had a positive impact on the incomes of farmers in the region.
The analysis of gross margin for corn production per hectare in USD shows that farmers in
Xiegkhouang province have a higher gross margin of 57.1%, which is far above the national



average of 40%. This is likely due to increased demand for their crops from other countries,
which has given them access to higher prices. In addition, the relatively low cost of
production in the region due to the availability of affordable inputs and labor also contributed
to the higher gross margin. Overall, these results suggest that corn exports from
Xiegkhouang province have had a positive impact on farmers' incomes in the region, giving
them access to higher prices and increased demand for their crops.
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