CHAPTER 5

COMPARATIVE ANALYSISOF CONVENTIONAL AND
ORGANIC TEA PRODUCTION SYSTEMS

The chapter dedls with to describe and compare tea systems in study Stes,
Tha Nguyen and Phu Tho province. Thee sudy dtes were outlined in terms of
geographica location, climate, economy, in particular, tea sector devdopment. In tea
indugtry, both conventiond and organic tea productions were discussed based on
comparison.  The comparison focuses on human resources of tea fams, farming
practices, i.e, manuring, irrigation, crop protection. In addition, marketing practices
i.e, processing, packaging, €tc. as wdl as marketing characterigtics of the tea products
adso gudied comparatively.

5.1 Study sites characteristics

5.1.1 Thai Nguyen province, North Mountainous Region (NMR)

Tha Nguyen, as the Northern gate of Hanoi, is one of provinces in the North
Mountainous Region in Vietnam. It is 108 km far from Ha Noi to the north direction.
It has the totd area of 3541 s km and the population of 1.1 million persons (Tha
Nguyen Statisical Department, 2002), grouped into 8 ethnic minorities, in which,
most of them are Kinh ethnic group (Vietnamese people).

The province is located in the monsoond tropicd zone Mgor dimaic
characteristics are as follows- Annual mean temperature ranges between 22 and 23°C,
sunshine hours ranges from 1400 to 1600 hours, and yealy ranfal is from 1400 to
1600 mm. Heavy rainy occurs from May to August, and moderate rainfall takes place
in the remaning months of the year. Ranfal and average temperature in Tha
Nguyen isshown in Figure 5.
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Figure5 Temperature and rainfdl in Thai Nguyen

Economy of the province is heavily rdied on agriculture. In the Renovation
‘Doi Mo’ years, economic dructure has gradudly been transformed towards
orientetion of commodity production. In 2001, gross agriculturd product vadue wes
accounted for 38.1% of GDP, changed 4% compared to year 1990 (Table 5). In
general, economic dructure of the province is bdance condderably, illugtrating thet
the province develops dl sectors with the sameroles.

Numbers of persons involving in agriculturd  production, manly in tea
production, covered high percentage of totd labor force, while labors involved by
other sectors, i.e, ded indudry, food and foodstuff processng, are not as many as

agriculturd labors
Table 5 Economic structure of Thai Nguyen province -%--
1990 1995 2001
Agriculture 34.2 36.91 3312
Industry, congtruction 314 33.23 30.37
Searvices 344 29.86 3151

Source Thai Nguyen Statistical Department, 2002.
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In the provincid agriculture, mgor exiding sysems ae food crops (rice
Swveet potatoes, manioc, corn, vegetable), indudtrid crops (Sugarcane, peanut, tobacco,
soybean, teg, fruit), forestry and agro forestry combination, livestock (catle, pig and
poultry), and agriculturd sarvices (fertilizer supplies, agroproduct and  foodstuff
process). It is redized that cultivation is playing an important role in agriculture. In
2001, it shared 735 % of gross agriculturd product vaue, increased 8.1 % compared
to the year 1990. In which, tea plant is man crop contributing dramaticadly into such
achievement. So, & present and in the future, it is gill mgor cop in living and
economy of the province. Agriculturd structure is depicted in Table 6.

Table 6 Agriculturd structure of Thai Nguyen province -%--
1990 1995 2001

Cultivation 654 684 735
Livestock 326 285 24.1
Services 20 31 24

Source Statistical Department of Thai Nguyen, 2002

The nature has granted Tha Nguyen a favorable soil and environmenta
conditions for the devdopment of tea. Thus tea has a compadive advantage
compared with other crops in terms of ecologicd conditions In addition, labors in tea
sector of the province are killful and in experience.

Consequently, Tha Nguyen is one of the provinces having the largest tea area
and the highest tea productivity nationwide This is a result of severd efficient
messures of loca authority. Locd authority has encouraged farmers to develop tea It
is proved that it has formulated the projects of tea devdopment in aess in the
province. Thanks to the projects advanced technologies have been gpplied in tea
production and processing, i.e, high yidding tea vaieties irrigaing tea in winter,
equipping household with a drying and curling mechines, planting a shedow trees in
tea gardens, and gpplying IPM in clean and organic tea production.
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Up to now, Tha Nguyen has the land area under tea of 12,000 ha, producing
67,000 tons of fresh tea (Tha Nguyen Stetistica Office, 2002). According to the
forecadt, by the year 2010, land area under tea and output are obtaining 20,000 ha and
100,000 tons of fresh tea, respectively (Ly, 2001). During from 1995 to 2001, tea
aea, productivity and produce were dramaticadly increased. It is proved that the
annuad growth rate of land area under tea, productivity and output in the period were
42, 205 and 174 %, regpectivdy (Table 7). Spectacular growth of these criteria is
evident for investment efforts of the province in recent lagt years.

Table 7 Teaproduction in Tha Nguyen province (NMR)

Conventiond tea” Organic ted
Y ear Teaarea  Harvest Product- Output® Organic ~ Organic
area -ivity fams teaarea
---ha--- ---ha---  -quintal/ha- --tons- --farms- --ha-
1995 9749 8801 24.16 20781 - -
199 10579 9249 29.09 26909 - -
1997 10343 9656 39.65 38284 20 3.0
1998 11518 10297 51.38 52906 24 35
1999 11993 10779 57.58 62066 47 3.7
2000 12000 10890 60.23 65590 48 39
2001 12401 11000 60.36 67000 83 84
G.R2 4.2 4.06 20.5 174 139 16.4

Source Thai Nguyen Stetistical Department, 2002.
Note: 2 Growth annual rate (%) ° calculated for period 1995 - 2001, © caculated for

period 1997 - 2001. 9 in fresh tea

Besdes devdoping convertiond tes, the province dso pays a natice of
devdoping organic tea production based on conveting conventiond tea gardens and
newplanting tea. Thus, both conventiond and organic tea sysems have been existed
in padld in recent years. Organic faming techniques have been introduced to
farmers for 5 years by CIDSE. Initidly, the techniques are gpplied for tea Through it,
new production dterndtive is created for tea growers to raise income. Furthermore,
new dternative may catch the dtention of government to launch development of

organic agriculture.
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Number of organic tea fams has been rapidy increased with the annud
growth rate of 13.9% (Table 7). Likewise, area under organic tea had the same growth
(16.4%). It is proved that there is being a tendency of organic tea devdopment in the
province. The conventiona and organic tea production Stuation isshown in Table 7.

Regarding tea marketing aspects, tea products of Thai Nguyen, manly green
tea, are widdy and popularly being exchanged and traded in the markets, which are
from State and private tea factories, and smal processng units of tea famers. Tea
factories under Kim Anh Tea Company, Hoang Long Tea Company, Tha Nguyen
Tourism Company, a present, are producing most products in the markets. Ther tea
products have diverdfied labds and dyles In regards with labe, Tan Cuong-Thai
Nguyen, Thien Thanh, Hoang Long ae famous labds likewise, divergficaion is
gopaent by packaging, i.e, tea packed in boxes made of paper and tin. Beside of
above normd tea products, there are other specid kinds of black and green tea, and
aomdic tea for exporting. They ae dso processed in tea factories under the Kim
Anh Tea Company. Tea products from small tea processing units of farmers often are

at lower grades compared to tea processed in teafactories.

Following the processad conventiond tes, processed organic tea has been
present in the market, but none of consumers reckon its presence, except for some
high-income persons and foreigners. The product is made in family-scaed processng
units, and then is sold to Hanoi Organics orgenization and free market. In Tha
Nguyen, a hdf of processed organic tea has been purchased by the Hanoi Organics
organization according to the guarantied contract with premium price. The remaning
part teafarmers sdll to free market at lower price.

5.1.2 Phu Tho province, North Mid-hill Region (MHR)

Phu Tho, one of four provinces in Mid-hill region, has specific topography
induding mountain, hill and lowland. It has the totd land aea of 35 kn?, and has
population of 1.3 million persons (population density of 370 persons km®).
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The province is in monsoond tropical zone, whose dimate is characterized by
temperateness and coolness. Annud rainfal ranges from 1,700 to 1800 mm and
temperature is from 24°C to 25°C.

Three big rivers, namely Red River, Da River and Lo River run across the
provinces location, generating plentiful runoff (18,000 cubic meters). This is man

sources of water, which are satisfying demand for weter of living and industry.

In the Renovation ‘Dol Mo’ years the provinces economy is rapidly
growing. Furthermore, its economic dructure has gradualy been transformed. Annud
growth rate of GDP throughout 1990 - 2001 was 8%, in which, growth rate of
agriculture, forestry and aguatic sector was 3.7%, of indudtry, condruction sector was
11.3%, and of tourism, service sector was 9.8%. In agriculture, rurd face and life
have dramaticdly been changed snce having the Contract 10 Resolution “alocating
forestry and agriculturd land to farmers’. Share of agriculture in economy was 32.1
% in 2001, 10 % decreased in comparison with it was in 1990 (Table 8), but gross
agriculturd vaue was gl increased in absolute vaue.

Table 8 Economic structure by sectorsin Phu Tho -%--
Sectors 1990 19% 2001
Agriculture 42.2 359 321
Industry, congtruction 28.0 313 36.4
Tourism, services 29.8 328 315

Source Phu Tho Statistical Department, 2001.

Evidently, agriculture is dramaticdly grown, contributing into food security,
modernization and indudridization of the province in Reform ‘Dol Mo’ period (Phu
Tho Depatment of Agriculture and Rurd Development, 2001). In agriculture, land
hes an important role in agriculturd production, which can bring community wefare
and farmers much benefit if it is properly alocaed and utilized. Current land use of

the province is summarized in Table 9.
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Table9 Landuseof Phuthoin 1999

Category Area Percentage
—-ha-- --%--
Total natura area 350,634 100
Agriculturd land 89491 255
Forestry land 115,106 32.0
Specid useland 20,074 5.7
Resdentid land 8417 24
Unused land 117,546 334

Source Phu Tho Department of Agricultural and Rural Development, 1999.

Phu Tho has proportion of agriculturd land in totd land area (57.5%) is higher
than other provinces have. Land expanson and faming intendfication is creating the
new dternative of agriculture development in the province. Mgor current systems are
exiged following food crops sugacane soybean, fruit tree tem livesock, agueic
rasng and forestry. In which, the provincid authority pays a much notice to develop
tea because teais traditiond and exporting crop.

It was known that tea had been introduced into the province since 1890. Up to
present, land area under tea is 7,600 ha, in which, area under harvest is 6,700 ha, and
output is 30,000 tons fresh tea Tea productivity has noticesbly been increased. State
fams have higher yidd than tea smdlholders. Tea famers have experience on tea
production whose tea productivity is higher than others have less experience. In the
aess, namely Ha Hoa, Thanh Ba, Song Thao didricts, tea productivity are 10 - 15
tons ha ™ fresh tea

Tea production Stuation in period 1997 —2001 is summarized in Table 10. The
figure indicated that land area under tea increesed from 7446 ha to 8436 ha
furthermore, teayield is also raised from 3.0 tonsha ™ to 438 tonsha ™.

To expand tea area and equip tea factories with new assembly lines is one of
measurements to promote a tea sector. Tea area has, currently, been expanded in Doan
Hung, Thanh Ba, Ha Hoa and Song Theo districts where dimatic and soil conditions
are favorable for tea
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Table 10 Conventiona and organic tea production in Phu Tho province (MHR)

Conv. tea® Org. tea”
Year Teaarea Harvest Producti- Output®  Organic  Organic
area vity fams teaarea

--ha- --ha-- —tons/ha- -tons-  -farm-  --ha-
1995 7446.0 6098.0 30 18407.0 - -
1996 71140 6091.0 34 208723 - -
1997 7166.0 6545.0 35 231554 10 10
1998 7651.0 6721.8 44 203930 16 19
1999 7885.8 6910.8 38 264105 31 3.6
2000 7893.0 6749.5 44 29346.0 33 4.2
2001 8436.8 7152.9 44 31322.6 44 8.6
G.RS 21 2.7 6.6 9.3 44.8 71.2

Source: Phu Tho Statistical Department, 2002.
Note: * caculated for period of 1995 — 2001, b calculated for period of 1997 — 2001,
4 annua growth rate in %, %in fresh tea weight.

Regarding tea processng, fresh tea needs to be processed to achieve the
highes qudity tea products. The province has had modern and advanced tea
processing assemblies to satidy the target. In the province, there is exisence of two
owngrship forms for processing, State and private. Regarding State tea processing,
there are 8 tea-processng enterprises equipped with Russan and Indian assemblies
under technologies of CTC and OTD, having total capacity of 210 ton day™ or 28400
tons year  (Phu Tho Department of Agriculture and Rurad Development, 1999).
These enterprises are under management of VINATEA, a short name of Vietham Tea
Corporation. In aspect of private tea processng, each didrict has severd smdl tea
processng assemblies with equipments and machines made in China and Vietnam.
Thee units employ family labors or sometimes hired- labor when ther production
capacity is expanded. After having been processed, processed tea is sold to traders
and consumers.
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Figure 6 Map of sudy Stes

As reflected in Table 10, number of organic tea farms in Phu Tho province
was rgpidly increased throughout from 1997 to 2001 (45 % a year); likewise, aress
were increesed as much as 71 % a year, however, absolute figure was shown
inconsderable increese (34 tea fams and 7.6 ha increased more, respectively).
Anyway, it is proved tha tendency of organic tea devdopment is being exiged in the

province.

Organic tea production in Phu Tho province was devdoped more hardly than
it was in Tha Nguyen because of its unstable output market. The sampled organic tea
famers, & present, sdl tea products to free markets a unfruitful price, while price
pad by the Hanoi Organics organizetion is so high.
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Recognition on this product of mgority consumers is o poor, it was proved
that only smdl group of consumers, i.e, highincome people and foreigners is
interested in the products. In generd, organic tea has currently been consdered to be
smilar to conventiond tea, thus consumers only pay higher a bit price than
conventiond tea.

5.2 Tea production

5.2.1 Perception and definition of tea growers

Tea famers had knowledge and experience on conventiond tea production.
Tea faming practices, i.e, aplying syntheszed chemicd fertilizers and employing
pegticide and insecticide in crop protection, were sKillfully gpplied. Furthermore, they
have, in recent years, known about organic farming practices by a project of CIDSE.

In generd, perceptions on organic agriculture are newly for tea famers in
sdected study Stes It has, in recent years, been introduced into these arees In
sdlected dudy areas, number of tea farmers knowing more or less about organic tea
production was inconsiderable, except for tea famers participating in projects of the
CIDSE.

Sdected organic tea famers supposed that organic tea production was friendly
with environment and raisng fam income, while conventiond tea farmers reported
that organic tea production was risk, in paticular, for the beginning of process
converting conventiond tea production to organic tea production.

Organic tea farms were incongderable (83 farms in Tha Nguyen and 44 farms
in Phu Tho). Number of organic fams has gradudly been increesng since 1997,
because the converson tea farms (account for 89% out of tea farms) were certified
oganicdly. But process of cetifying converson tea fams has been dowly taken
place. Thus, to overcome this Ministry of Agriculture and Rurd Development
completes the legidation conditions to edablish one more certifying organization for
the products. Number of tea farms, converted tea farms and certified organic tea farms
aresummarized in Table 11.
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Table 11 Number of conventiond, converted tea and organic farms by study stes

Study sites Conventiond Convertedtea  Organic tea Tealand
teafarms farms farms gzef
Tha Nguyen 7500 721 83 1974
Phu Tho 4430 453 44 2310

Source : survey, 2002.
Note: ®average for al organic tea farm, not sampled tea farms.

Conventiond tea farmers neither need nor dlow obtained any certificate for
ther tea fams, but organic tea farmers were stark necessary to receive the organic
catificate for ther organic tea fams The cetificate was from certifying
organizations when catifying organizetion's officas has drictlly controlled inputs.
Find purposeistoinsure high qudity of fresh tea

Conventiond tea farms that want to switch off organic farming need time to
converse within 1 - 3 years, next the catifying organizations would come to ingpect if
obtain their standards, then these tea fams would be certified organicaly. However,
after that, the tea farms are Hill periodicaly checked and controlled inputs used by the
catifying organizations. At present, two organic cetifying organizetions in Vietnam
ae FoodLink (Vietnam) and ACT (Thaland). These organizations offer organic
certification based on the standards of IFOAM. Vietnam isamember of IFOAM.

5.2.2 Characteristics of conventional and organic tea farms

Members and labors in family in conventiond and organic fams were dightly
different, average 5.3 and 5.0 persons, 2.3 and 2.7 labors in conventiond and organic
farm, respectively. Although sampled organic fam had more average labors than
sampled conventiond farm, but it ill lacked of both skilled and unskilled labor for
production. It was because a labor regquirement in organic tea production was more
then thisin conventiond tea production.
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Table 12 Socid characteridtics of sample by systems

Conventiond Organic Difference
Mean SD Mean D) (+/-)
@ 2 (3=21)
PERS' 5.3 1.0 49 11 03
LAB® 2.3 0.7 25 0.8 0'325*
AGE” (yearsold) a1 6.3 423 6.9 \
EDU’ (swhool yers) ¢ 18 79 27 20°
EXP® (years) 153 2.4 47 14 106"

Source survey, 2002.

Note’ ,”,  and™: statistical significance at 0.01, 0.0, 0.10 and non significance,
respectively, SD standard deviation. ® person/family, °labors/family, © age of family head,
‘education level, © experience of family heed.

Tea famers for both sysems are Smilar to each other in terms of having
experienced to plant tea. However, as compared, surveyed organic tea farmers had not
as experience years as conventiond farmers, 4.7 and 15.3 years, respectivdy. Family
head in organic tea fam was, in average, younger than conventiond tea farm, 45.8
and 439 years old, respectively. These differences had datisticaly sgnificance at the
0.05 and 0.1 levels (Appendix 2).

Table 13 Age, experience, and training courses of teafarmers

by systems responding Study Sites
Age Experience Traning
——-yearsold---- - years--- === times-----
CcTS* O0oTS CTS oTs’ CTS oTg
ThaNguyen 451 27 15.7 43 30 121
PhuTho 46.3 376 149 3.7 50 11.7

Source survey, 2002.
Note: * conventional tea system, ° organic tea system

As compared between two sdlected study aress, average age of family head in
Tha Nguyen (NMR) was higher than one in Phu Tho (MHR), 42.7 and 37.6 years
old, regectivdly, and experience of famers in both conventiond and organic tea
production in Thai Nguyen was better than one in Phu Tho. Organic farmer got more

traning courses on tea farming practices than conventiona farmers because mogt of
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them were under project of CIDSE. The sampled organic farmers attended averagely
12.1 and 11.7 timesin Thai Nguyen and Phu Tho, respectively (Teble 13).

5.2.3Income of teafarm

Most of surveyed tea fams had some production activities, i.e, food crops,
tea, fruit and livestock. Besdes, some tea farms were engaged in off-farm activities
such astaloring, mechanicd repairs, retired wage, handicraft, etc.

Table 14 Mean vaues and proportion of incomein conventiona

and organic teafarms
Conventiond Organic
Income Proportion Income Proportion

--‘000 VND - ~%-- --'000 VND-- ~%--

Thai Nguyen (NMR) 9003 100 11541 100
Food production 1620.5 180 1292.6 11.2
Livestock 15935 17.7 2065.8 17.9

Fruit tree 12334 13.7 807.9 70
Tea 3520.2 39.1 5020.3 435
Others 1035.3 115 23544 204
Phu Tho (MHR) 8770 100 9650 100
Food production 1903.1 21.7 18239 189
Livestock 1604.9 18.3 1698.4 17.6
Fruit tree 14734 16.8 1032.6 10.7
Tea 2859.0 326 3734.6 38.7
Others 9384 10.7 1360.7 141

Source survey 2002.

As shown in Table 14, dmost surveyed tea farms produce tea and earn the
income from tea production activity in two sysems, 39.1 and 435% of fam income
in respecting to conventiond and organic sysems in Tha Nguyen, and 326 and
38.7% in Phu Tho. In conventiond farms, proportion income from food production
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was greger than that in organic sysem, i.e, 180% and 11.2 % in conventiond and
organic system, respectively.

Average income of tea fam in both conventiond and organic was around
VND 10 million per annum. However, income was ranged very large, from VND 1.2
million to VND25.0 million.

Table 15 Income class of tea smdlholders in both sysems

Income class % conventiond tea farms % organic teafarms
--in VND-- (n=56) (n=54)
4 — 7 million 304 24.1
8— 10million 35.7 25.9
11- 13 million 14.3 35.2
Above 13 million 19.6 14.8

Source: survey 2002
Note: n =number of sampled farms.

The percentage of conventiond and organic tea smalholders in each income
group was summarized in Table 15. It wes noted that 30 - 40 % of conventiond tea
respondents earn less than US$ 800 annum, whereas, organic tea households was
dustered in income group US$ 1,000 annum.

5.2.4 Teaarea, age of tea bushes and productivity
5.2.4.1. Tea land size and productionrelationships

In sdected sudy gtes, fam dze was condderably larger than other in low
land aress, i.e, each faam owned 2000 - 3000 square meter of land, where some food
crops, fruit crop, and tea were grown. Average tea land Sze of the sdected organic
farms was 1,100 sg. m in Phu Tho and 1,245 sg. m in Tha Nguyen. With current tea
aeq, tea famers in both systems tried to obtan the highest yidd. Average yidd of
fresh tea a conventiona tea farms was 611.0 kg per farm, and a organic tea fams
was 514 kg per farm, or around 6.02 tons and 5.2 tons of fresh tea per ha Tea area
was different from each other between systems and among farms, ranged from 370 nf
to over 3000 n¥.
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Table 16 Teafarm classfied by tealand sze.

Convertiond Organic
Farms Proportion Farms Proportion
(n=56) --%-- (=54) -9%--
<500 nf 6 10.7 1 204
500- 700 nf 15 26.8 13 241
700 — 1100 n? 20 35.7 20 370
> 1100 n? 15 26.8 10 185

Source: survey, 2002.
Note: n =number of sampled farm.

As dhown in Table 16, mogt of conventiond tea farms were clustered in group
of above 900 7, while organic tea farms were concentrated in group of 700-1100 nf.
Tea farmers who own more tea areas have advantages more than others because they
can apply new farm practices and get much yidd. Furthermore, with the New Land
Law, they have the land utilization right for long term (40 years for perennid crop
land). Besdes, tea farms obtained the supports from government in farm development
program. These have encouraged them to invest more and more into tea production.

5.2.4.2. Age of tea bushes and productivity

Rdaed to the issue, mogt tea fidds has been planted by seeds for 14 - 15
years, eg., proportions were 357 % and 25 % in Tha Nguyen and Phu Tho,
respectively. In conventional tea production, age of surveyed tea gardens ranged from
12 to 17 years in contradt, years of tea gardens certified organicaly ranged from 2 to
5years.

Table 17 The sampled teafarms classified by age, systems responding to study Stes

Conventiond Organic
—-years— <8 812 12-16 > 16 1 1-3 35
TN? 5179 6214 10(357) 7(50 4(148) 13481 10(37.0)
PT® 6(2L4) 8(286) 7(B50 7(50) 93B3 11(407)  7(259)

Source survey, 2002, .
Note: * Thai Nguyen, ° Phu T ho, “determined by organic certified starting time, number in
parenthesis was % of surveyed teafarms.
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Though these organic tea gardens had as many years as conventiond tea
gardens. It was because most of surveyed organic tea gardens were converted from
conventiond tea gardens. However, there were dso some organic tea fieds new-
planted. Organic tea farmers have harvested little fresh tea for two years. Proportions
of tea faams having 1 — 3 years organic tea gardens were 48.1 % and 40.7 % in Thai
Nguyen and Phu Tho, respectively.

5.25 Teavarieties

Tea is perennid crop being popular in North Mountain and Mid-hill Region,
with growth cycle of 25 - 30 years, even can harvest for 50 years if tea fields can be
maintained and taken care wel. It has fundamentd period of 3 years They ae
reativdy to low temperatures but are dso farly low yidding. There were diversfied
tea varieties such as Trung Du, PH1, LPD1, LPD2, TRI777, etc. employed by
aurveyed tea farmers. In which, ‘Trung Du was locd variety, and the remaning
vaidies were hybrid tea These hybrid varieties brought high productivity in both
conventiona and organic tea sysems. Most of them are belonged China tea forms.

Table 18 Teavarieties used by tea smalholder -% respondents—
Conventiond Organic.
Local® Hybrid® Local® Hybric?
Tha Nguyen 75.0 25.0 7037 29.63
PhuTho 77.6 224 7407 2593

Source Survey 2002.
Note; ® Trung du, ® PH1, A1, PDP1, LDP2.

As shown in Table 18, most of the surveyed tea famers employed locd tea
vaieties (Trung du) in tea production, i.e, 75 % and 77.6 % of tea faam under Trung
Du tea clone in Tha Nguyen and Phu Tho, respectively. Because some years ago
there was a few hybrid and improved tea varieties that tea farmers had known and

accepted in their teafarms.,

Percentage of tea famers employed a hybrid tea in new-planting and
replanting was low. It shown the process of replacement of old and low yidding tea
gardens has been occurred dowly.



57

Thanks to TRI, there were many hybrid tea varieties to be introduced to tea
growers, namey PH1, LDPL, LDP2, TRI777. They have contributed into raisng yield
of fresh tea Hybrid tea has advantages of high yidd, drought tolerance, and pest
ressance. Didribution of tea varieties was diversfied. Extenson Stations, TRI, and
DARD were the man tea vaieties suppliers in inputs markets. In additiond, tea
farmers aso can make and keep tea seed themselves.

Table 19 Percent of respondent received tea varieties by different sources

From DARD? From TRP Sdf-made Others
Organic 22.2 185 50.0 9.3
Conventiond 17.9 304 429 89

Source: survey, 2002
Note: * Department of Agriculture and Rural Development, ° Tea Researching Institute

As reflected in the Table 19, mogt of tea varieties for new-panting was sdf-
made by tea growers, 50 % and 42.9 % of surveyed tea farms using tea seeds which
were kept from past seasons in organic and conventiona systems, respectively.

5.2.6 Types of propagating materials

There are two types of propageting materids in tea new-planting, i.e, by sed
and vegetation propagetion (by cuttings). Plant rased from seed (tea seedlings)
remained the favored planting materid on commercid plantations in NMR. Plants
propagated vegdaivdy (VP) form on origind plant are collectivdy cdled "dones'
They ae genetic copies of a dngle parent plant. It was in 1980s that the use of
vegetative propageted high yidding tea bushes was recommended for replanting and
new planting in tea sate faams as well asin teasmdlholders farms.

Clond tea generdly has a higher yidd potentid than seedling tea due to its
high dendty of havesting points, srong Soreading bush frane, evenness of flush,
absence of tendency to dormancy or free flowering, and repid growth. Mogt of tea
smal farmers new-planted tea in the pest, O new-planting was by seed type, it leaded
to last more 3 - 4 yearslong to harvest for firdt year.
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Table 20 Conventiond and organic farms classified by type of propageting maerias

-0 --
Conv. tea Org. tea
Seed VP Seed VP
Tha Nguyen 821 17.9 704 29.6
PhuTho 85.7 14.3 815 185

Source survey, 2002,

In Tha Nguyen, proportion of conventiond tea fams owning tea gardens
under seedling tea was higher than this of organic tea fams doing this (821 % and
70.4 %, respectively).

5.2.7 Farm practices
Tea new-plantation

Tea can be new-planted by seedling and dones on the soil bed or furrows
After having finished to put it into soil, tea seedling need to be watered and provided
nutrient for growth. To grow tea seedling throughout the time, chemicd fertilization
and manure has been goplied in conventiond tea production and bio fetilizer and
compod, green manure were been gpplied in organic tea production with different
doses. For planting tea seedling, land need to be prepared.

Like other countries producing tea worldwide, tea in Vienam is grown on
rdaively deeply doping dtes where crops have not previoudy been grown, the
foredt, secondary bush or grasdand should be cdeared and dl sumps and roots
removed, preferably by burning. On deeply doping sStes, contour terracing will be
essentid and in vadley bottom areas drainage may be required. They made seed beds
and then put seedling into the holes, next watering for tea seediing. At thet time, they
can plant shading trees in tea gardens.

Shading trees

Shading techniques were to use for protecting tea seedling as wel as matured
tea bushes, and reducing the rate of transpiration, in other hand, insure the
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microclimate in the tea gardens. Shading tree intercropped in the tea garden improved
the yidd of teaand qudlity of fresh tea

Planting of shade trees has been associated with tea cultivation from its
inception because tea was assumed to be a shade-loving plant. The trees generdly
used beonged to the family Leguminosae due to their advantageous characterigtics of
fixing amaospheric nitrogen in ther roots Both high and medium forms of trees
goecies were used to Smulate forest conditions, which were thought to be naturd
hebitat of tea Evidently, a mgority of shade trias showed that their remova resulted
in an immediate increase in tea yidds Conventiond and organic tea gardens had
shading treess most of tea farmers planted shading trees that were suggested by
agricdture department, however, there were so many shading species.  Therefore,
there were differences of employing shading treesin terms of pecies.

Table 21 Teafarms classfied by sysemsand shading trees —-farm-
Conv. tea Org. tea
albizza dap pawlia others albizza others
ThaNguyen 21 3 3 1 24 3
Phu Tho 22 2 2 2 22 5

Source survey, 2002,

Table 21 presented that most conventiond tea fams had shading trees of
albizza, i.e, 21 and 22 tea fams in Tha Nguyen and Phu Tho, and organic tea hed,
too, the figures were 24 and 22 tea fams in Tha Nguyen and Phu Tho, respectively.
Mogt of conventiond and organic tea garden intercropped with albizza shading trees,
some were intercropped with forest trees pawllia) or grevillea robusta poteaceae) in
some tea fidlds. Grevillea is large, evergreen, hardy tree that grows to a high of 20 -
30 m. When lopped & a heght of 5 - 6 m, it Soreads out a the top, forming a good
canopy of foliage.

Pruning

Pruning techniques were conducted for both conventiond tea and organic tea
sysems, and there was no difference in terms of pruning methods. The purpose of
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pruning is to make the best table for pluckers and harvesing; and pruning period
depended on tea shoots growth and tea plant height. Basicdly, there are some types of
pruning such a odla pruning, medium pruning, top pruning, lung-pruning and
skiffing.

Time of pruning was suggested that was definitdy in winter season, in
paticular for Assam. One indicated thet the best time for pruning is during a dorment
period and dso shown that pruning in the rains is disadvantageous. However, pruning
can be conducted in dry westher, but should be a the early stage when the growth has
dowed down.

Table 22 Classfication of teafarms by systems responding to pruning interva

Conventiona Organic
--Farms-- --%- --Farms-- --%--
Annua 45 80.4 i 75.9
1-3years 2 34 6 11.1
3—6years 4 7.1 5 9.3
>6 years 5 89 2 37

Source survey, 2002,

A tea plant if dlowed to grow naurdly, would grow into a multi-stemmed
tree about 5 - 6 m in height. But for commercid exploitation it is pruned periodicaly
for essy haveding purposes, for the mantenance of vegeative vigor; for bush
sanitation by remova of wesk decaying and dead branches the shorter interva days
being used for low - grow teas the higher ones for the higher grown teas. There was
difference between both system in term of pruning time interval due to tea bushes age,
and desre of tea famers. As shown in Table 22, most conventiond and orgaric tea
famers used pruning meesures with interva of one yer (45 % of surveyed
conventiond tea fams 759% of surveyed organic tea farms), whereas in other
countries, pruning occurred with interva of 3 — 6 years.



Mulching

Mulching measure protects the humidity for soil where micro- organism can
be exiged and generae the porogty of soil. Principle, mulching means covering the
unprotected soil surface with a layer of organic materids. In sdected study dtes, tea
farmers mulched soil surface in tea gardens by straws, forestry tree leaves, tea ledf
and branches dfter having pruning. Most of conventiona and organic tea farmers who
goplied mulching messures to use different materids, however, there were not
differences between both systems in the aspect of technique, and only different from
each other in materids. There was no data in detail for the issue, and the results were
from observetion in fidd survey.

Irrigation management

Tea famers have irrigated tea bushes to raise yidds of fresh tea They usd
eectric pumps to irrigate tea. However, proportion of tea fams in both sysem use
pump to water was not so much, 2857 % of conventiona tea fams and 37.95% of
organic tea fams irrigated tea in a dried season Thanks to water, tea was repidly
grown and tea farmers harvested more rounds a year. Table 23 was summarized for
the topic.

Table 23 Teafams dassfied by irrigating conditions -% surveyed farms--
Conventiond Organic
Watered Nonwatered Watered Non-watered
Tha Nguyen 14 67.86 40.70 59.30
Phu Tho 2500 75.00 3520 64.80
Thewhole 2857 7143 37.95 62.05

Source survey, 2002

The surveyed tea farmers supposed that they liked to irrigate their tea gardens,
but they could not afford because of condraints such as empty water sources and
difficulty in exploiting underground water, and too far disances from the dreams.
Mog of the tea farmers redized the water and tea yidd had close associdion. They
sad that irrigating tea in dried season mede tea yidd improved and tea leaf greener.
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To as3g tea farmers, some projects for irrigating tea, & present, was being conducted
by the DARD.

Manuring

Tea famers in both tea sysems applied kinds of fertilizetion to supplement a
nutrient for soil where tea was planted and uptake the nutrient from. For conventiond
tea production, conventiond tea farmers gpplied syntheszed chemicd fertilizers such
& nitrogen, potassum, and phosphate according to suggedions of fertilization dose
from extenson and agriculturd divison of the locdity, while organic tea farmers
aoplied organic fertilizer, compost, and manure for ther tea gardens. The difference
was because of different characteristics and standards between two tea systems.
Average inputs used were summarized in Teble 24.

Table 24 Comparison of average input used between tea systems (per farm)

Unit Conventiona Organic Difference
Mean SD Mean SD (+/-)
@ &) (3=2)

Urea kg 402 487 0.0 0.0 -40.2
Potassium kg 26.7 287 0.0 0.0 -26.7
Phosphate kg 7.8 11.6 0.0 0.0 7.8
Org. fertilizer kg 0.0 00 10018 824.0 10018
Manure kg 12913 10563 9449 11734 -3464"
Compost kg 0.0 0.0 935.3 43838 935.3
Chemical ‘000 VND 389 391 0.0 0.0 -38.9
Labor man-day 74.2 415 1201 70.6 460"

Source: Survey, 2002.
Note: SD standard deviation, **, *+, *, ns statistical significance at 0.01, 0.05,
0.10 and non significance levels.

The sampled conventiond tea farmers gpplied averagely 40.2 kg urea, 26.7 kg
potassum, 7.8 kg phosphate per fam (average tea area of 1,324 nf), while organic
tea famers gpplied averagdy 1001.8 kg organic fertilizer, 944.9 kg manure, 935.3 kg
compost for fam (average tea area of 1,042 m?. The chemica fertilizers were

purchased from agriculturd materid shops. At survey time, their prices were VND
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2,000 per kg urea, VND 1100 per kg potassum, VND90O per kg phosphate. Organic
tea farmers purchased organic fertilizer (in case of surveyed organic tea farmers in
Tha Nguyen) & price of VND700 per kg. Organic fetilizer, i.e, bio-urea, was
produced by the MicroBiologicd Fetilizer Center in Universty of Science and

Socid, Humanitarian.

Some organic tea farmers purchased waste from livestock farmers to compost.
After that compost were gpplied in ther tea fidds. In Phu Tho, organic farmers was
not accessed supplier of to organic fertilizer i.e bio urea, 0 they only used green
manure and compost to apply into ther organic tea gardens. Average amount of
fertilizer applied per haaso was summarized in Table 25.

Table 25 Comparison of average input used by teasystems (per ha)

Conv. Tea Org. tea Difference
Mean D Mean SD (+-)
@ @ (3=2)
Urea kg 266.0 231.1 0.0 0.0 -266.0
Orgfetilizer kg 00 00 83281 46309 83281
Potassium kg 2320 200.1 00 00 -232.0
Phosphate kg 62.2 64.5 0.0 0.0 -62.2
Manure tons 9.9 4.7 8.0 74 -19°
Compost tons 0.0 0.0 101 41 101
Chemicdl cost “0ooVND 3187 287.2 0.0 00 -318.7
Labor man-day 5818 1793 11026 4116 5208

Sourcer survey, 2002.
Note: SD gandard devidtion, ***, **, * | ns: statigtica significance
a 0.01, 0.05, 0.10 and non significance levels.

As converted equivaently, the result indicated that average rate of manure
goplied in organic production was less 2.7 tons per ha than conventiond production,
average labor employed per ha in organic tea production were more 420.8 man — days
then thisin conventiond tea production.



Crop protection

There was basc difference between both systems in terms of crop protection.
Conventiord farmers used a pedticide to control pest, namely Trebon 10EC, Padan
95SP, Sherpa 25EC, Danitol 10EC, while organic farmers used herba content,
botanical, soft sogp, derris pyrenthumum to control pest. In addition, organic tea
farmers spent many hours to capture pest by hand or trgos In conventiond system,
most tea growers used chemicd to cure tea diseases, i.e, tea branch disease, while
organic teafarmers used herbd contentsto do this.

Derris, naurd contact insecticides, was used in pest control was reported in
dudy aess. Tea farmers gpplied fluently the IPM techniques to support, too. Mgor
pests in tea fields reported by tea famers were mosquito mite, and red spider mite,
spider. It was reported that tea diseases occurred popular for tea pants were blister

blight (exobasidium vexans), red root disease (poria hypolateritia ).

Other practices

As principled, organic faming concentrates dl enterprises in the fam, except
for the beginning sage of organic production. Therefore, in the sampled organic tea
fams, some activities were not agpplied organic farming practices. The non-organic
activities can dffect organic tea production environment due to its chemicd toxic and
content of inputs used.

Table26 Width of buffer zones between organic and non-organic activities

Conventiond tea Organictea
Tha Nguyen min; 0.8m max: 34 m min: 10.4m max 12.5m
Phu Tho min: 0.5 mmax :3.9m min: 10.2m max 13.1m

Source: Survey, 2002.

Likewise, non-organic production farms neighboring organic tea fam causes
contamination of water and soil. Consequently, organic tea famers made the "living"
fences among nortorganic of a least 10 meters buffer zone. These fences, i.e, Stylo
grass and green manure crops helped organic tea production activity keep away from
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the contamination of pedticides or fertilizers through run-off water. Width of buffer
zones between organic and non-organic activities observed and reported by organic
tea farmers were summarized in Table 26.

Harvesting

As obsaved in fidd survey, in mod tea plantaions, both organic and
conventiond tea gardens, tea was harvested by hand with group of femae pluckers,
even mae pluckers. Process of harveding tea was described the following. Two
leaves and a bud were removed by twiding the shoot between the thumb and
forefinger, then the shoots were thrown into baskets suspended on the back by a band
aound the forehead. Havesting usudly begins after three years, for bushes
propagated from seeds but vegetatively propagated plants may come to maturity
somewhat earlier. Due to the variaion in maturity and rate of growth of the many
laterd branches of which the plucking table is composed, it is generdly posshble to
harvest tea every 5 to 10 days & low devation. At higher devation this period may
extend to 14 days. In sudy Stes, the sampled tea farmers harvested averagely 7 - 10
rounds ayear or interval of ten days plucking.

For each round, they obtained average 100 - 120 kg of fresh tea if they owned
tea area of 1,000 - 1200 m? Average vyidd of fresh tea in conventiond tea fams
atained averagdy 5 tons of fresh tea per ha while organic tea farms did averagely 4.2

tons of fresh tea per ha (Table 27). As compared, organic tea farm obtained average
yield and tealand Sze less than convertiond teadid.

Table 27 Comparison of the average output per farm, tea size of farms by systems

Conventiona Organic Difference
Items Unit Mean SD Mean SD (+-)
@ @ (321
Output/farm kg 603.3 4332 519.1 3776 -96.7
Teasize/farm me 1324.0 6798 10423 4097 1943
Yiddha kg 4330.1 18129 42536 19683  -1365

Source survey, 2002. X
Note: SD= standard deviation, datistical sgnificance at a0.10 levd.
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The differences between average of two samples, conventiond and organic tea
famers in tems of output, area, had datisticdly dgnificance a the 01 leve
(Appendix 2).

5.2.8 Labor employed

In tea production, labor is dso conddered as input of production process. The
surveyed organic tea farm, in average, employed more man- days than conventiond
tea farms, 1102 man days per ha as compared with 581 man—days per ha (Table 25).
This was for the reason that organic tea farmers consumed more time or human days
for activities, i.e, caching insects, trangporting a manure and compost to the tea
fidds.

Genedly, in pesk seasons, the sampled conventiond and organic tea fams
dther hired or exchanged labors to assured smoothly operating fam  activities.
Organic tea farms hired labor more than conventiond tea farm did because of a bit
difference between family labors in conventiona and organic tea farms. It was proved
that 60% of the surveyed organic tea farms hired labor while only 40% of the sampled
conventiond teafarmsdid such.

5.2.9 Tea production cost

Mgor financid indicators such as expenses for inputs, totd codt, gross return,
were cdculated in short term (tea season year 2001). Tea production cost was
different from each other between two systemsin terms of variable cog, fixed cost.

In bearing period, organic tea production invested initidly more VND 700
thoussnd ha' than conventiond tea production. The deviation was explaned by
higher cogt for tea clone and maintaining the tea garden in first year (surviva rate of
tea seedlings in organic tea production was lower than that in conventiond tea
production). Depreciation vaue, one section of fixed cost, was the same between two
production systems (VND 600 thousand ha™). The comment was from caculation of
depreciation for above initid invesment (for 40 years in conventiond sysem and for
45 yearsin organic system).
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Conventiond Organic Diff (+F)
Item Queantity(1) Vadue  Quatity(?)  Vaue (3=2-1)
--kg--  ='000VND--  -kg--  -000VND-

A. Bearing period 26,010 26,710 700
B. Harvest period
Direct cost 154515 25,6385 10,186.0

Urea 266 6394

Organic fertilizer 8328.1 47275

Potassum 231.07 369.8

Phosphate 62.2 734

Compost - - 10.1 707.0

Manure 9.9 525.0 8.3 4200

Chemica 320.0

Labor 581.8 134720 1102 19,7840
Fixed cost 1,450.( 1,600.0 150.0

Depreciation ° 600.0 600.0

Taxation 600.0 600.0
B.1 Totd cost 16,901.5 272385 10,3369
B.2 Grossrevenue 4,390.( 22,500.0 4200.0 29400.0 6,900.0
B.3 Grossmargin 7,048.5 3,761.5 -3,286.9
B.4 Net return ha™* 5,598.t 21615  -34369
B.5. Net return tori”* 1,272 514.0

Source survey, 2002,

Note: * average for 1 ha, °calculated from initial investment in A. section.

Totd cost of organic tea production was more VND 10336.99 hal than that

of conventiond tea production. The deviation was expressed by mgor contribution of
difference in the direct cost (direct cost had proportion of 90 % and 87 % of the totd

cogt in conventiond and organic tea production, respectively), especidly in labor cost.

Gross return was cdculated a fam gate price of VND 4,500 per kg of fresh

tea and VND 7,000 per kg of fresh organic tea Although gross return of organic tea
production was as much as 6,900 thousand VND ha™ higher than that of conventiond
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tea, but due to totd production cost of organic was much higher than this of
conventiond, therefore, net magin and net return were lower than these of
conventiond tea, VND 33 and 34 million hal, respectively. Thus, organic tea
growers sold their fresh teg, they obtained lower net margin and net return than the
conventiond tea growers did. Therefore, the organic tea growers should <l
processed tea to get the highest profit. This would be discussed more in next section.

5.3 Tea processing
5.3.1 Owner ship, products, and processing stages

Fresh tea is conddered as maerid/input of tea factories Both conventiond
and organic fresh tea needs to be experienced the processng stages to output as
processed tea. There were difference between two systems in terms of ownership,
cgpacity, kind of machine and eguipment, source of provison, as wdl as find
products (Table 29). Commonly, there are key two methods or technologies for
processing tea, namely CTC (crushing, tear, curl), and OTD (orthodox). Conventiond
tea was processed by both methods, while organic tea was processed under CTC
mrthod. The CTC is different from OTD tha need ‘crushing and tea processed under
CTC can make more cups of teathan tea processed under OTD.

Regarding structure of tea processors, there were some types of processing
ownerships such as date, joint-ventured and private (mini processng workshops) for
processing conventiond fresh tea, in contrast, family scaed processng workshops for
processing organic greentea.  For conventional system, tea was processed a big scde
with two kinds of products namely black and green tea that satisfied the requirements
of export, while fresh teais processed into organic green teain organic system.

The processing condsted of various Stages to obtain the find products The
process from fresh tea leaves to processed tea can be expressed (1) processing stages
of black and semi-femented tea indude withering, rolling, fermentation, firing,
grading, and (2) processng dages for green tea include firing, rolling, drying and
sorting. It was found there was no difference between systems in term of processing

dages.
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Table 29 Descriptive comparisons of kind and capacity of machinesand
equipment conventiona versus organic tea systems

Criteria Conventiond Organic
Equipment sources of Modern assembly lines, OTC ~ Common, CTC method,
provison and CTC, from India, Japan. from Vietnam and China

engineering
Operationd sze High capacity, medium Smdl scded, in househald,
Szed, required over 3 tons required under 1 ton of
material of fresh tea per day materia of fresh tea per
day
Generate of Involve many labors Some |abors involvement
employment
Economic performance High processng cost Low cost
Classfication grade OP, OPA OPA, fannings
Products Black and green tea Organic greentea
Ownership State, private Family, member of co — op

Source: survey, 2002

5.3.2 Capacity, machine and equipment

For conventiond system, mogt fresh tea was processed tea factory, having
high and medium capacity, i.e, 8 - 10000 tons per day, 3 - 5 tons per day,
respectivdly, under processng modern assembly lines from India, Russa, and Japan,
while organic tea was processed a smadl- scded processing unit, reguiring 700 - 1000
kg fresh tea per day. The units equipment and machines were made by Vietnam or
Chinese engineering sectors. Find product was organic green tea. Currently, there is
less area and output, S0 it was hardly to process tea with high capacity tea factory. In
coming years, if the area of organic tea is expanded, tea factory specidized on
processing organic tea should be established.
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Table 30 Number of processng unitsin the sample

Conventiona Organic
Quarntity % Quantity %
Tha Nguyen 6 214 8 29.6
Phu Tho 5 178 7 25.9

Source: survey, 2002.

Processing organic tea is not different from processng conventiond tea Tea
was procesed a fams, and processing included sections i.e, withering, curling,
drying, aoma, and packeting. Processng machines and equipment included sed
drying ova, and manud or dectric-run roll. Drying was usng energy of dectric and
firewood. As shown in Teble 30, there was no difference in number of processng
units even though organic tea was processed in family-scded Sze more then

conventiona teawas.
5.3.3Gradingtea

The black teas are divided into three mgor categories. whole leaf tess, broken
leaf teas, and powdered leaf teas. These categories are subdivided into severa grades,
depending on the type of harvesting and treatment they undergo. Neverthdess, the
qudity of a tea does not depend on the Sze of its leaves, but rather on its provenance,
and the type of plucking. It should be noted that a powdered lesf will give a sronger
tea than a broken ledf, and thet the latter will be more robust then a whole leaf tea
The classfication is bascdly smilar for the green tess. In sdected sudy aress, find
products were classfied into some kinds, for conventiond tea there were OP and
OPA in black tea, gunpowder for green teg, in turn for organic tea, there were kinds of
OPA, gunpowder and fannings.

5.3.4 Packaging, labeling and trading

Packaging was different from each other among purposes and sysems, i.e, for
gtoring or trangporting or trading; likewise, organic or conventiond tea.
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For gsoring and transporting: processed tea is often packed and wrapped with
nylon and meta paper, or in jute bags in wooden box in order to dore in good
conditions after they leaved from processing units. In tea enterprises, the products can
be packed in jute bags of 50 kg, 100 kg according to TCVN sandards, theresfter they
can be trangported and exported.

Table 31 Packaging kinds of conventiona versus organic tea

Conventiond Organic

Jute bags, nylon bags,

carton box, wooden box, v
weight 50 kg, 100 kg for

goring and trangport.

Nylon bags, weight 20 kg,
50 kg, 100 kg for soring v
and trangport.

Products : 100 gram, 250
gram, 1 kg in paper box, v
tin box, meta paper sachet

Products : packed in 250
gramand 500 gramin
metd paper

Source: survey, 2002

For sdling: the products from trade companies can be packed in metd box and
caton box with trade labels that dtract the consumers. For conventiond tea trading,
experience and capability is better than this for organic tea. As regard with organic
teg, it was observed a farm leve, organic tea farmers stored processed tea in a room
with aress of 10 - 15 sg. m,, and packed it in nylon and jute bags not according to any
dandards. It means that there were bags of 15, 17, 20, 150 kg, however for sdling
product, organic green tea was packed in box or bag made of metd paper with weight
of 20 gram and 500 gram. There were trade labels of company or cooperative on bag

surface,



5.3.5 Tea processing cost

Comparison between average expenses in kind for 1 tons processed tea in eech
system was shown in Table 32. The same output of 1 ton processed tea, the results
showed that average fresh tea used for processng was different from each other,
organic green tea used 3.5 tons for 1 tons of processed tea, while in tea factory, used
3.9 tonsfor 1 tons processed tea

Table 32 Comparison of inputs used in kind for processing 1 tons of processed tea

Category Conventiond (n=7) Organic (n=16)
Unit Black tea Green tea Organictea
mean SD mean SD mean SD
Fresh tea tons 4.8 21 39 18 35 17
Materid used
FHre wood STE 8 3 7 2 6 2
Fire coal kg - - 10 2 4 1
Hectric kKW 1000 150 600 120 600 120
Water m® 4 1 2 0.8 2 0.7
Diesel kg - - 150 27 120 2%
Auwiliary all kg 1 0.3 1 03 1 0.3
Labor manday 57 19 57 19 52 14
Packs pieces 30 12 0 12 20 1

Source survey, 2002.
Note: n =surveyed tea processors

Labor expense on processing organic green tea was less than this on
processing conventiond green tea, 52 man —days/tons of product as compared to 57
man — days'tons of product.

Direct codts for processng tea in tea factory as well as in family households

encompased dl costs or expenses to get the find product, processed tea. They
included expenses for firewood, fodder, water, dectricity, |abor, etc.
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Table 33 Budget andysisfor processing 1 tons of processed tea

-1000VND -
Category Sition Organic
black tea greentea green ted' green tea”

Total cost (TC) 24539.2  20705.6 25135.6 25135.6
Direct cost(VC) 23896.2  20015.6 24765.6 247656
Fresh tea 21600 17550 2250 2250
Materid used 2296.2 2465.6 22156 22156

Firewood 220 280 280 220

Electric 700 420 420 420

Water 12 0.6 0.6 0.6

Diesdl 450 450 450

Auxiliary all 10 10 10 10
Labor 855 855 85 855
Packs 450 450 200 200
Fixed cost(FC) 643 690 370 370
Depreciation 263 270 0 0
Maintenance 100 300 30 300
Management fee 280 120 20 20
Total return (TR) 28000 24500 45000 30000
Net return (NR) 3460.8 3794.4 19864.4 4864.4
NR/Labor(times) 4.0 4.4 232 57
NR/TC (times) 0.1 0.2 0.8 02
NR/VC (times) 0.1 0.2 0.8 02

Source rvey, 2002.
Note: * calculate at price 45,000 by prior contract of Hanoi Organics organization, ° at price
30,000 VND/ kg by sdlling to free market.

Fixed cog induded management fees depreciation of machines and
equipments. The cost for processing was differed from both sysems and type of
processng, processing units Comparison of gross margin for both sysems is shown
inTable33.
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Tota processng cost of conventiond and organic green tea raher differed
from each other because in tea factories, management fee, machine depreciation were
much more than these in the smdl- scded processng units Net margin of processed
organic tea was higher than processed conventiona tea (VND 19.8 million per tons as
compared to VND 3.8 million per tons) because organic processed tea obtaned at
premium price, when organic tea growers 0ld to Hanoi Organics organization, in
another case, when they sold to free market, net margin of processed tea was aso
higher than this of convertiond teg, VND 4.9 million per tons as compared to VND

3.8 million per tons

As shown in Table 33, if fresh tea was processed, and then sold to free market,
net return was VND 19.8 million per tons. In tea production, net return per 4 tons
fresh tea was VND 2.2 million (Table 28), as cakculated equivdently for 1 tons
processed tea without processing cost. Due to dight difference in price of fresh tea
(VND 5000 per kg of conventiond fresh tea and 7,000 per kg organic fresh tes),
organic tea famers choose the processng dternative for obtaining the highest net
return. Because share of locd demand for the product was smadl, therefore, most
organic tea farmers were in searching the ways to sdl organic green tea to free urban
makets or Hanoi  Organics organization by prior contracts, to get high profit. This
dso pointed out that if conventiond tea famer likes to switch conventiond tea
gardens off organic tea gardens, they would process tea before sdlling.

5.4 MARKETING

5.4.1 Marketing channels

Channels of organic tea

Organic tea gowers processed the fresh teg, then sold processed tea to Hanoi
Organics organization with 50% of products which they produced, the remaning was
s0ld to free market in case of Tha Nguyen organic famers, in contrast, 10% of
organic tea products was sold by prior contract, remain was s0ld to tea factories in

fresh tea and to free market in processed tea in case of organic teafarmersin Phu Tho.



s

Hanoi Organics organization is one of NGOs tha has busness on organic
products such as vegetable, fruit, ad tea The organization has organic shops
scattered in Hanoi that are shown the organic products to consumers. It has dso taken
pat in Organic far trades, which are often organized in Hanoi. Last time, the
organizdion was teking pat in exhibition of dinking products in Giang Vo,
consderable customer came and have an interest in new products i.e. organic tea, but
before they only heard about dlean and safechemicd tea i.e. Shan tea, Suoi Giang tea,
tea with IPM management practice. Hanoi Organics organization was established in
September 1999 as a non-profit company to promote Organic Agriculture. It supports
gndl famers in conveting ther fams to Organic Agriculture and ddivers the
products from these fams to individud consumers through a subscription scheme
Retal to resaurants, hotels, shops and supermarkets is possible as well.

At the end of 2001, its daff included five Vietnamese and one expetriate
advisor. The main focus in terms of crops is fresh vegetables, herbs and fruits, rice
and green tea. Mogt products ae sold on the domestic market in Hanoi, but smadl
amounts of green tea were exported to Germany in 2001. In Hanoi around 40% of
customers are Viethamese, the rest are expariates. The products have applied for
certification through ACT Thailand.

Its objectives are: @) to serve as marketing channd for smal-scae organic and
"naurd” farmers following far trade principles in its marketing activities, b) to
provide linkages between consumers and producers for better understanding and co
operation between rurd-urban communities, ¢) to provide technical assstance to other
organizations on issues related to organic farming, organic fertilizers, waste recyding
and trade issues in agriculture, d) to engage in sudtaindble development activities,
egpecidly those concerned with fair trade, organic food production and processing,
consarvdion and promotion of locd crops and vaieties, community enterprise
development, and the learning processes of producers, €) to provide services to locd
producer groups and to (potentid) buyers in Western countries for the export of
oganic andlor far trade goods f) to support the sustainablelorganic agriculturd

movement within Vietnam, the Adan region and world-wide.
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Figure 7 Marketing channd for organic tea products

Other partners aso purchasing fresh tea from organic tea growers were private
processors and tea factories. The private processors would process organic green tea
and Il thar products to Hanoi Organics organization and urban cities consumers.
State tea factories purchased fresh tea and processed high qudity tea; however, they
did not sort separatdly with name of organic tea The price, which was rdatively fixed
by date tea factories collectors, was around VND 6,000 and equivdent to first grade
of fresh conventiona tea that was used to sl to tea factories.

Other consumers of dried organic tea were rdatives and friends of tea organic
famers. These people came to vist organic famers and knew about the product
which was good and assured for hedlth due to no chemical resdue existed in tea

In short, maketing channd of organic tea is Smple, a present, because
consumers is few, in paticular in rurd it is hardly consumed snce income of farmers
is low, US$108 - 130 per capita annum, though it has premium price but number of
urban consumers is dso limited and tea famers had to sdl by intermediate, Hanoi
Organics organization. However, those ae temporay condraints, the tendency is
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promised because high-income class people have been increesed more and more in
recent years, the problem is poor recognition even unknown about the products.

Table 34 Percentage of teafarms sold tea by systems and objects

Conventiona Organic

Fresh tea

Sold to tea factories 50 20

Sold to factoriest free market 20 -

Sold to mini teaworkshops 2 -

Sdf-processing and pay service fees 10 80
Processed tea

Sold to free market 10 30

Sold by prior contracts - 50

Soldto mid—men - 20

Sold to wholesdle - -

Source: survey, 2002.

Channels of conventional tea

Not limited and narow market like organic tea, conventiond tea can be
consumed more widdy than organic tea because they have dominated both domedtic
and exporting tea markets for a long time, likewise consumers is more familiar with

drinking conventiond teathan organic tea.

Conventionad tea farmers sold most fresh tea to tea factories and spare little bit
for processing to consume in family. In both dtes, Tha Nguyen and Phu Tho, this
happened samilaly. Maor consumers were mid-men, tea factories collectors,
including State and joint ventured tea factories ones.

Stae tea enterprises, private tea factories, and family processng workshops
produce convertiona tea As for tea enterprises, their products manly ae for

exporting and exchanging goodsto-goods with countries  throughout the  world.
Minority of processed tea can be consumed domedticaly, for indance, Thai Nguyen
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tea can flow to urban cities such as Hanoi, HCMC, Vinh, while Phu Tho tea can be

consumed in Mountainous provinces such as Cao Bang, Lang son, eic.
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Source: survey, 2002
Figure8 Marketing channd of (conventiond) tea

At lower level, commonly, processed tea marketing flow can be aranged as
folows (i) Tea famer > mid men > wholesde - realer > consumers (processed
tea), (i) Teafarmers> collectors> enterprises> export (fresh teq).

In summary, it were found that there were differences between conventiond
and organic tea marketing in term of channds and flows, mogt of tea surplus that was
produced by tea growers that were sold to tea factories around their homes, organic
fresh teamostly were processed in family - scaled units.

5.4.2 Price of tea
Price of conventional tea

Conventiond tea farmers sold most fresh tea to tea factories, i.e., Song Cau tea
factory in Thai Nguyen, and Thanh Ba tea factory, Phu Ben tea factory in Phu Tho a
price of VND 5000 - 5500 at survey time. With the prices, tea farmers cover the cost
for tea production and obtain some profit. They aso processed a pat of fresh tea for
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consumption in their family and to sdl to free market & price VND 20,000 - 23,000
per kg providing tea quaity and pesk season. Prices of organic and conventiond tea
in both fresh tea or fresh teaand processed tea are presented in Table 35.

Table 35 Pricesof teaproductsin selected sudy Stes

Conventiond tea Organic tea
Fresh tea
Farm gate price 4500-5,500 VND/kg 5500 —-7,000 VND/kg
Wholesde price -
Retail price 6,000 VND/kg 7,500 VND/kg
Processed tea
Farm gate price 18,000 VND/kg
Wholesale price 19,000 VND/kg 55,000 VND/kg
Retail price 21,000— 23,000 VND/kg 80,000 — 100000 VND/kg

Source survey, 2002

Price of organictea

There are differentiations of tea prices providing of consumers and processor,
or wholesdle or retall. Fresh organic tea was sold to tea factories a& VND 6,000 and
6,500 per kg, and to private organic tea processors & VND 7,000 per kg. Even in the
peek season, fresh teamay be amounted of VND 10,000 per kg.

Regarding prices of dried organic green tea, it was found thet price in case
organic famers sold to Hanoi Organics organization is VND 55,000, even to VND
70000 pear kg, while is only VND 35000 pea kg conventiond tea for familiar
consumers such as reatives, friends, neighbors which is higher VND 10,000 than
conventiond tea. Hanoi Organics organizetion would didribute with retalling shops to
srve highrincome class such as forégners, tourists. Retailing price can be atained
averagdy USH 43 - 5 kg * for diversfied tea products and various types of
packaging such as usng metd paper, nylon with paper box, nylon in tin box. In
genead, its price is rdaively sable when organic tea famers have an opportunity to
wholesde by prior contracts to Hanoi Organics organization.
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Table 36 Aggregate comparison of marketing conventiond versus organic

Conventiona Organic
Sorting Many L east
Packaging
For trangport and gorage . Standard Not standard
For sling Standard Standard
Price Medium, flexibility Premium, reletive fixed
Market Wide Narrow, limited, niche
Consumers Many, many income class Less high income dass
Market entry Easy Difficult
Marketing structure Compsition Monopoly (Hanoi
Organics organization)
Marketing channel Well established Loose
Posshility  of  famers Likdy Unlikely

involved in marketing

Source: survey, 2002

In generd, price of organic tea in fresh or dried is higher than this of
conventiond tea, VND 7000 per kg as compared with VND 5,000 per kg of fresh teg,
respectively. Likewise, retal prices of organic are more premium than these of
conventiond tea, VND 7,500 and 6,000 per kg in fresh tea, and VND 23000 and
100,000 per kg in dried, regpectivdly. However, if only conddering price, there is no
cdearly concduson on efficent, loss and profit for each sysem. The financid and
budget andyds for tea products by each sysem is addressed in previous section.
Findly, aggregate comparisons in description of marketing practices of two systems
were consdered and andyzed in Table 36.



