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CONTEXT

The planation-wood processing sector in Laos is small on a regional scale but is locally important. It is
diverse, combining foreign and Lao small- and large-scale plantation growing with an increasingly export-
oriented processing sector. There are around 500,000 ha of tree plantations owned by smallholders,
companies and through contract-farming. There are around 1000, sawmills, wood processing factories and
furniture manufacturing enterprises in Laos. This does not include informal enterprises, the number of
which is not known.

Based on UNIDO data from 2017 there were around 10,300 people employed directly in the wood products
industry and 17,000 in furniture manufacturing (a total for the sector, including non-wood furniture
manufacturing). The data does not include individuals and households owning and managing their own
plantations, informal employment, or employment in the informal sector.

Developing a sustainable plantation growing-wood processing sector is a theme in Laos’ 9" National Socio-
Economic Development Plan and Forestry Strategy 2020, and ACIAR has aligned past and ongoing forestry
investments with these (see e.g. FST/2016/151).

This small project explored the impacts of COVID-19 and
export-oriented policies on labour in the Lao plantation-
wood processing sector, with an emphasis on female labour.

The research was undertaken in Vientiane City in August
and September 2021. We interviewed

e 15 micro-, small- and medium- wood processing
enterprises

e 55 labourers (41 men and 14 women)
e 6 key government and non-government
organisations

COVID-19 IN LAO PDR

Laos was the last country in Southeast Asia to report a
confirmed case of COVID-19 and a nation-wide lockdown
commenced on 30" March 2020. A second wave started on
April 11™ 2021 and led to a re-introduction of containment
measures which were ongoing during the course of this
study. Prevention measures included social distancing,

businesses shut, international borders closed, foreign and

domestic trade slowed, foreign workers returned home, and Figure 1: Interviewing companies and workers

many Lao people returned to rural areas. An economic

stimulus package included tax exemptions and deferred tax collection, postponement of mandatory
contributions to social security and reduced utility tariffs. Negative economic impacts of COVID-19 were
felt more strongly following the ‘second wave’. Declining trade affected thousands of jobs, threatening
livelihoods, and disproportionately affecting informal workers, who lack social protection.


https://www.aciar.gov.au/project/fst-2016-151

FINDINGS

Labour Characteristics

o 188 Labour is a mixture of Lao and foreign employees and
& 80 contracted and uncontracted workers, with foreigners
g g 28 often employed in more highly skilled roles. Most wood
ég jg processors employed male and female workers, with the
gé 0 proportion of females increasing with enterprise size, at
g 10 27% in small enterprises and up to 45% of the workforce in
g 0 _ ) medium enterprises. Micro enterprises did not report any
o Medium Small Micro

female employees, but 3 were female-owned (Figure 2).
mFemale = Male

Figure 1: Percent of male and female laborers by enterprise
size
The majority (75%) of workers are

80%
engaged as company employees, as

70%

opposed to contract or casual 60% mFemale mMale
labourers. Women are mainly 50%
employed by companies or engaged 40%
as seasonal workers (Figure 3). 30%
20%
Men and women were found to be 10% - -
employed in different roles in wood 0% ——
processing facilities with men Company employees Contract laborers Seasonal laborers

engaged in high-paid jobs (Figure 4). Figure 3: Type of employment
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Figure 4: Types of job and salary

Impacts of COVID-19

....on the sector

Mandated shutdowns resulted in the closure of most wood processing enterprises. Sector wide, however,
30-50% were thought to be operating at the time of our research and all companies we interviewed were
partially or fully operational.

All wood factories we interviewed had been impacted by reduced access to their production inputs. For
processors this was raw timber and for manufacturers this was wood and other components. Reduced
logistic services and border closures were the main causes.



The shutdown of outlets and factories created supply chain disruptions - affecting exports through
reduced demand for inputs and vice versa. As a result, factories were required to stand-down employees
temporarily or permanently. The closure of medium sized enterprises, which make up the highest
proportion of businesses in the sector, was thought to have most significantly impacted labour availability,
particularly for those dependent on migrant workers who left Laos and were unable to return restrictions
eased.

The shortage of workers from neighbouring countries, who often fill skilled technical positions, was felt by
those companies that were able to continue to operate. Lao workers either do not have the skills required
or they are less recognised and are paid less.

.....on Workers

Increase Not paid during lockdown N.[OSF (.64%) emp.loy(_aes ha.d not experienced a

4% 7% significant decline in their salary, although for some
(24%) there had been a decrease and a minority had
not been paid at all (Figure 3). Fifty-five percent had
received assistance from their employer, e.g.
receiving half-pay during the lockdown), and in some
cases receiving loans.

Decrease
25%

No change Some laborers, who live and work onsite, received free
64% meals. Employees described companies disseminating
masks, alcohol gel, water, cooking oil and cooking

sauces.

Figure 3: Impact on the employees’ salary

Adverse impacts such as financial stress leading to depression were reported by some. Personal responses
to COVD-19 included staying at home, social distancing, saving, home gardening and rearing livestock to
support livelihoods, and prioritizing needs to reduce daily consumption.

.... On men and women

Observations of the impacts on male and female workers differed. While some thought that female
employment was somewhat protected by measures that allowed those living in company dormitories (more
often women), and therefore isolated from exposure to COVID-19, to continue to work, others felt that the
impacts on female workers were greater due to the nature of the work undertaken; women were more likely
to be working inside and in groups or in sales, and were more likely to catch COVID-19.

Some thought women were had a greater role in caring for the sick while others thought that men and
women equally shared the increased domestic tasks associated with lockdowns, such as working virtually
and home schooling.

Government and company responses

The Government introduced a range of measures in response to COVID-19 which were communicated
through numerous channels. Measures ranged from work-place practices to financial relief and social
protection.

All interviewed companies reported having implemented the Government measures to cope with COVID-
19. However, they observed that understanding and implementing some of these was overwhelming.

Tax, fees and interest rate reductions were seen as important and considered moderately effective, but
some businesses found them difficult to access and tapped into their personal savings to stay afloat.

Few workers (only 33%) had or were aware of government mandated social-protection insurance before
COVID-19, and therefore did not benefit from it as a COVID-19 response.

We asked employees what they thought their employers could do to better support them in response to
COVID-19. Their suggestions included:



55% e increasing salaries or paying them on time

50g/o e providing more secure employment
38£ o prov?d.e health care security
ggﬁ;o e providing other support such as food.
0
%gf;g Some concern was expressed that extended shutdowns would
15% result in the permanent closure of some enterprises, increasing
1222 . unemployment and reducing household incomes. Only around
0% - _— 30% of employees we interviewed did not feel at some risk of
No Not sure Yes becoming permanently unemployed due to the pandemic.
mFemale ®Male Figure 4: Employee perceived risk of becoming permanently

unemployed because of COVID-19

The future of the sector
The most significant issues impacting the future of the wood processing sector were identified as:

e Shortages of raw materials which it was proposed could be addressed by the government
providing land for growing trees and stimulating investment, including by local people.

o Lack of markets for products.

¢ New factory processing standards, and lack of capacity to meet these.

e The need for training for implementing new regulations for input-output control in factories.

e Sector contraction as more companies close in response to COVID-19.

CONCLUSIONS AND RECOMMENDATIONS

Our research supports that of others, that Lao wood manufacturers were affected the shutdowns in
response to COVID-19 and there were follow-on effects up and down value chains. The experiences of
Laos are similar to those being experienced in wood producing countries globally. Supply issues and
access to markets were key factors impacting the ability of factories to continue to operate and retain
workers.

Despite it being mandatory for employees, awareness of and access to social security insurance was very
low. Other forms of social ‘safety-net’ were more apparent and important, including company-based
programs, charity, and family/self-help. Improved dissemination of information about the need for and
benefits of social security should occur.

The high dependence on foreign workers to fill skilled jobs remains an issue. Coupled with reforms to
improve factory and product standards, this highlights the need further build Lao skills and capacity.
Without this the Lao wood processing sector will be remain vulnerable to future shocks. Current efforts to
up-skill Lao workers for employment in emerging wood product industries must be maintained, and
improved recognition of Lao-acquired competencies is needed. Market needs analysis including the
development of product dossiers is required together with the building of relevant technical expertise.
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