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The Impact of Globalization on Border
Community in Greater Mekong Sub-region (GMS) :
The Emergence and Response to Chinese
Market in Mueang Houay Xai, Lao PDR.
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Abstract

The purpose of this research is to study the following : 1) causes and factors
behind the settlement of Chinese markets in Houay - Xai, Bokeo Province, Lao PDR
under globalization; 2) impacts on and responses of the government and local communities
to Chinese markets; 3) guidelines for solving problems of government and people in local
communities under Chinese commercial extension.

The findings are summarized as follows. After the end of conflict between
capitalist and socialist counties, the Lao government had to adopt a policy of new
economic mechanisms in 1981. Subsequently, by 1989 the country was more open to
foreign investment.

An important factor was the formation of economic cooperation in the GMS.
Chinese merchants took advantage of R3E to ship Chinese products and move unskilled
labor into Muang Huay Xai.

Another important factor was the growth of multinational companies in China.
When China opened its economy through its modernization policy, many MNC’s moved
there because of low labor costs and large markets. These companies produce many
products and look for new markets to which to distribute their products, including the Lao
PDR. In the past Chinese merchants sold high-quality products that are too expensive for
Lao people to buy. Consequently, Chinese merchants had to change from high- to
low-quality products, which are cheap. Similarly, there are two kinds of labor - skilled
and unskilled. Skilled labor consists of people who have a high level education and

receive a high income. Unskilled labor consists of people who have a low educational
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level and receive a low income. Eventually unskilled Chinese laborers transformed
themselves to find new careers as merchants in the Chinese markets of Lao PDR.

A final aspect of the situation is the weakness of business skills in Lao PDR.
The local people are not interested in commerce, but are satisfied being farmers and
government employees. Consequently, it has been very easy for the Chinese to get into

Lao markets.
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