
CHAPTER I 

THE CHANGE TO A MARKET-ORIENTED ECONOMY IN 

L A 0  PDR AND CHINA 

1.1 Background of the Study 

This study attempts to explore the border relationship that exists between 

China and Laos; the way people live at the border and the role the border plays in this 

era of globalization and 'borderlessness'; having seen the introduction of an open- 

door policy and a market-oriented economy and in light of the current cross-border 

economic activities taking place between the two countries. In this study, I will focus 

on the cultivation and export of watermelons, one of the main cash crops to be 

produced in Muang Sing - a small border town in northwestern Laos. In addition, I 

would like to focus on the cross-border economic activities being carried by people in 

China and Laos, their networks and their ethnic relations, those which are 

fundamental to operating their cross-border trade. ' 

1.1.1 Emergence of the New Economic Policy in Lao PDR 

The Lao People's Democratic Republic (Lao PDR) is a small land-locked 

country which has an eastern border with Vietnam which runs for 1,975 kilometa 

(km), a western border of 1,700 km with Thailand, a southern border of 492 km with 

Cambodia, and a northern border of 416 km with China and 150 km with Myanmar 

(UNDP 2006). The country, with a population of 5.6 million (2005), has a very low 

population density, and only 18.6% of the population lives in urban areas. The United 

Nations regards Laos as a least developed country (LDC), though the aim of the 

government is to reduce poverty by 50% by 2010 through the use of various policies 

and strategies, and wishes to move out of its LDC status by 2020. Trade is one of the 

most important factors in the social and economic development of a country (UNDP 

2006), but Laos only opened its borders to foreign investment in 1986. After three 

decades of civil war, the new country was formed in 1975, following a 'socialist path 














































