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ARE ENGINEERED WOOD PRODUCTS FINANCIALLY FEASIBLE IN LAOS?

High performance engineered wood products (EWPs) based on veneer and laminates from small diameter
plantation logs and composite products, using wood and other materials, may be a new opportunity for
the wood processing industry in Laos. Research into the economic cost of producing EWPs and the
financial feasibility of using wood-based building materials for construction and interior fit-out was
undertaken to support the business case for investment.

Key Findings

e The plywood and laminated veneer lumber (LVL) industry in Laos is growing
rapidly with two new mills expected in 2020.

e Log costs significantly impact profit. However, when profits fall, the tax paid
to the Government decreases.

e For manufacturers without plantations, production has slowed due to PMO15
- finding cost-effective, good quality logs is difficult.

e For Eucalypts, a log price increase of 17% or more, results in sawn wood
being unprofitable.

e The price of teak is too high to be currently feasible for use in veneer-based
EWPs, but teak can add value as a decorative face veneer.

e The cost of labour has less impact on profit than the cost of wood - vertically
integrated companies with plantations are more profitable.

e The use of steel and concrete for construction in Laos has increased, and the
use of wood for structural purposes has decreased. Wood is still used for
interior design.

e Construction using wood is currently 10%-20% more expensive than
alternatives in Laos but needs less labour and time and is sustainable; wood-
based construction may have a cost advantage in largescale developments.

e Domestic and international transport is more expensive than in other South-
East Asian countries, however current market demand and prices indicate
production and export of EWPs from Laos is profitable.

e Regulations requiring wood processors to grow their own plantations will
take years to come into effect; until then, the cost and availability of logs will
remain an issue.
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e The manufacturing of EWPs should be included in the Lao
Roadmap for the Wood Processing Sector, by the Ministry of
Industry and Commerce.

e Further research into the durability of wooden construction
materials compared to other materials in Laos is needed before
substitution can occur.

Recommendations e Comparison of production costs with neighbouring countries
would inform Laos’ competitive advantage.

e Further research into the potential of teak as decorative face
veneer in EWPs is needed.

e Additional work is required before rubber wood can be
classified as controlled wood and used for EWPs under mixed
FSC/PEFC rules.

Research Approach

Information was gathered from interviews with manufacturers and retailers of wood products in Laos; a
review of results from log peeling studies was conducted at the National University of Laos to provide
data on recovery, grade quality and hourly production. The costs of producing various EWPs in Laos was
determined using desktop analyses. These were compared with the costs of producing similar products
in Australia.
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