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1. INTRODUCTION 

 

 

 

1.1 BACKGROUND OF THE STUDY 

Since around year 2000, the Lao economy has been enjoying vital economic growth; the 
average GDP growth rate was 7.1%, especially after 2005 were the rate was recorded in the high 
7 to 8 percent.  There is little negative influence on Lao economy from the global recession 
caused by the “Lehmann Shock”.  The vital economic growth depends on mineral resources and 
hydropower development from a macro-economic point of view. However, the fruits of the vital 
economic growth are not equally distributed among the peoples of Laos, which is still a big issue 
for the Lao PDR Government. 

The share of population and GDP are respectively around 30% and 28% in the southern area 
consisting of Savannakhet, Saravane, Sekong and Attapeu provinces.  The region exhibits 
potential in the rich farmlands of the Bolaven Plateau and the international transport corridor of 
National Road No. 9: however, this potential has not been realized yet. 

In recent years, Foreign Direct Investments (FDIs) have gradually increased with the aim of 
utilizing rich natural resources in the southern region, so that production activities are facilitated.  
It is observed that self-sufficient agriculture in the region is changing to a commercial agriculture.  
For the enhancement of economic activities and further acceleration of economic development, 
there are many issues to be tackled, which are also faced in the whole nation, such as lack of work 
force and skilled labor, and insufficient infrastructure, etc.  

Economic development strategy based on the relationship between urban and rural economy 
for vitalization of economic potential in the southern region is needed with the aim of sharing 
profits of economic growth among not only urban people but also rural people. 

1.2 STUDY OBJECTIVES 

In recognition of the above, the Study is carried out with the following two objectives: 

 To collect basic information to implement efficient and effective cooperation for industrial 
development with resource protection and environmental conservation, as well as 
economic vitalization with corrected economic disparities between urban and rural 
economy, and 

 To make a proposal for development program in the southern region on the basis of main 
issues by clarifying focal issues and potential approaches to them. 
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1.3 STUDY AREA 

The study area covers 5 provinces namely: Savannakhet, Saravane, Sekong, Champasak and 
Attapeu.  Figure 1-1 indicates the name of district in the study area. 

 

Source: Illustrated by the Study Team based on Socio-Economic Atlas 

Figure 1-1   Southern region of Lao PDR 

1.4 STUDY SCHEDULE 

The study period for this study is 9 months, running from February 2012 to October 2012.  Figure 
1-2 shows the study schedule. 
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Source: Study Team 

Figure 1-2   Study schedule 

1.5 COMPOSITION OF THIS REPORT 

This is an English summary report of the final report which summarizes all information, analyses 
and proposal of development strategy and projects developed in the course of the Study.  This 
report consists of the following 5 chapters: 

Chapter 1: Introduction  

Chapter 2: Issues and development potentials 

Chapter 3: Economic development strategy 

Chapter 4: Economy development program for the southern region 

Chapter 5: Conclusion and recommendation 
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2. ISSUES AND DEVELOPMENT POTENTIALS 

 

 

 

2.1 ANALYTICAL FRAMEWORK 

2.1.1 Regional classification of southern provinces 

Southern Laos can be captured as several areas in accordance with the nature and 
agro-ecological characteristics, and their connectivity with the main national roads which integrate 
the economic activities in the area as well as strengthen the ties with other strategic areas.  
Overall, the region can be divided into 3 types based on the nature and agro-ecological points of 
view: Flatland, Bolaven Plateau, and the Forest Areas (Figure 2-11).  The Forest Areas can be 
further classified into three types: the Forest Area with good access; the Forest Area with poor 
access; and the protected areas. 

(1) Flatland 

Flatland expands alongside the Mekong River and its tributaries towards the foot of the 
mountains in the eastern part of the south region.  This area is mostly flatland and is covered by 
the rice paddy fields.  Historically, the most important objective of Laos has been to increase the 
rice production; therefore, this area has been the priority area for development.  Accordingly, the 
mixed husbandry based on the rice cultivation largely prevails in this area.  In addition, industrial 
activities are also carried out in this region, including the production and administration activities in 
the urban areas. 

(2) Bolaven Plateau 

The Bolaven Plateau represents exceptionally fertile and productive lands that are highly 
prominent for agricultural development, even when compared with the neighboring countries.  
The common agricultural activities in the area entail the production of commercial crops, including 
coffee, vegetables and fruits, and rubber.  Rice cultivation is rare as the farmers generate enough 
income by selling the commercial crops to purchase rice. 

(3) Forest Area 

Forest Area encompasses the mountainous areas, including areas with relatively low altitude.  
As the road access is rapidly improved, the concept of the forest areas being remote and 

                                                   
1 Non-colored area indicates lowland plains in Figure 2-1.   
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inaccessible is no longer applicable to all the forest areas.  As a result of the government’s 
resettlement policy, the inhabitants of the forest areas are starting to engage in settled cultivation 
rather than shifting cultivation.  

The Forest Area is classified into three sub-categories.  In the Forest Area with good access, 
production of rice and other cash crops such as cassava and banana is commonly practiced.  In 
the Forest Area with poor access, slash and burn has been the traditional agriculture.  The third 
category of the Forest Area, which refers to the protected areas, is outside the scope of this study 
as the conservation approach is adopted instead of development. 
 

 
Source: Study Team 

Figure 2-1   Classification of natural and agricultural characteristics 

0 25 50 100km

N

Provincial boundary

Major National Road

Waterbody

District boundary

Bolaven Plateau

Forest Area

Plain Area (National territories
which is not colored)



Final Report 
Summary Report 

Issues and development potentials  
 

 
7 

 

 

Source: Study Team 

Figure 2-2   Classification of land and economic activities 

Figure 2-2 illustrates the characteristics of these three areas, including the population density, 
economic activities (commerce, industry, and agriculture), land attributes, and road infrastructure.   

2.1.2 Impacts of the expansion of the road infrastructure on the regional development 

In general, economic activities that involve the investment in the natural resources (land, 
minerals, etc.) tend to be intensified about five years after national roads with year-round traffic are 
constructed or improvement close by.  Taking the example of the National Road 18B that was 
completed in 2006, the logging activities started in October 2009, and rubber plantation that has 
replaced the cassava cultivation is expected to launch on a large scale from around 2013.  While 
the residential houses alongside the road and the economic activities on the eastern side of the 
National Road No.9 were scarce or limited in 2000, today the same areas are filled with houses 
and banana plantations.   
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Natural rubber plantation along NR 18B in October 2009: 

trees along the road were logged out, and cassava was planted 
Situation of the same place in March 2012: 

natural rubber trees are planted as far as the eye can see 

Table 2-1   National roads passing through the 5 southern provinces 

Province National roads with 
year-round traffic 

National roads without 
year-round traffic 

Savannakhet NR9 – 
Saravane NR20 – NR15B 
Champasak NR16, 

NR16A 
– 

Sekong – NR16B 
Attapeu NR18B NR18A 

Source: Study Team  

Table 2-1 summarizes major national roads along which the economic activities are conducted 
now or could be conducted in the future.  The National Road No.9 which extends across 
Savannakhet Province from east to west has a significant role in the international logistics, being 
connected to the larger markets (Bangkok and Danang, Hanoi) and enabling the transport of the 
Lao products to Thailand and Vietnam.  The economic activities alongside the National Road No. 
20 and No. 16 encompass Champasak, Saravane, and Sekong, which facilitates the distribution of 
the agricultural products from the Bolaven Plateau to the Thai market2.  In Attapeu, it is expected 
that the rubber, sugar, and palm oil produced in the province will be exported to Vietnam via 
National Road No. 18B.  In summary, these three major roads entail the logistical movement 
throughout the southern part of the country.  Figure 2-3 shows these flows.  

On the other hand, freights transported via National Road No. 13 alongside the Mekong River 
are not very large in general.  This road transports the local products to other cities within the 
country.  The region alongside the Road No. 13 has long been subjected to various development 
programs, yet subsistent rice production remains the main economic activity; as such, the 
transport volume is not very heavy3.   

In southern Laos, we can consider each of the three regions described above as separate 
regions where economic activities are collectively carried out.  In this report, the study team 
assigns the regions the following names: Savannakhet Economic Region, Champasak Economic 
Region, and Attapeu Economic Region.  This zoning, together with the concepts of “One-Day 

                                                   
2 The National Road No. 15A and its connecting road No. 15B as well as the Road No. 16 and its connecting No. 16B are currently under 
construction/improvement. Once these works are completed, the distribution of goods will become easier.  
3 The annual rice production volume in Savannakhet province equals about 760,000 tons, and it is estimated that 40,000 tons are 
exported to Thailand and Vietnam by the traders coming from these countries. The production in Champasak is about 40,0000 tons, out of 
which 5,000 are exported. The milling process is weak in the country, and it is considered to be essential to set up a large-scale rice mill 
facility.  
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Economic Area” and “International Supply Chain” (to be described in the section 3.1.2), represents 
key element for the analysis of economic activities as well as the elaboration of the development 
strategy in the southern region.  

Table 2-2 shows the area classification of the 3 economic regions in 5 provinces which is 
described in the section 2.1.1.  For example, Savannakhet Economic Region is comprised of 
three types of land areas: the Flatland, the Forest Area with good access, and the Forest Area with 
poor access.   

Table 2-2   Matrix of economic region and land classification 

Province Flatland Bolaven Plateau Forest area with 
good access 

Forest area with 
poor access 3 Economic Regions 

Savannakhet  -   Savannakhet Economic Region 
Saravane   -  

Champasak Economic Region Sekong   -  
Champasak   -  
Attapeu  -   Attapeu Economic Region 
Source: Study Team 
 

 
Source: Study Team 

Figure 2-3   Logistics flow of the 3 economic regions 

0 25 50 100km

N



Japan International Cooperation Agency 
Data Collection Survey on Economic Development 
for the Southern Region of Lao PDR 
 

 
10 
 

2.2 SOCIO-ECONOMIC SITUATION 

This section explains the socio-economic situations of the three economic regions described in 
section 2.1. 

2.2.1 Savannakhet Economic Region 

Table 2-3 summarizes the major economic activities observed within the Savannakhet 
Economic Region.  Rice production is an important activity in the area, but is not included in this 
analysis, as it doesn’t involve significant commercial transaction.  The usage of the hand tractor 
for the agriculture is one of the important characteristics in the Flatland.  This implies that the 
labor population is not abundant in the area, and the farmers purchase the tractors with the 
income from wage labor outside the area. 

Table 2-3   Major economic activities in Savannakhet Economic Region 

Area 
classification Flatland Forest area with good access Forest area with poor access 

Major national 
roads No. 9 No.9  

Major economic 
activities (except 
rice cultivation) 

- Urban industry (wood 
processing, sewing, 
construction, logistics) 

- Logistics base (underwear 
manufacturing company) 

- Sugarcane production  
processing  exports to 
Europe 

- Chicken/pig raising (trading)  
local consumption 

- Forestry (primary materials for 
cellulose)  

- Production of banana  export 
to Vietnam 

- Forestry (for pulp paper 
manufacturing) 

- Rubber plantation (Chinese and 
Vietnamese companies) 

- Concentration of population and 
intensification of economic 
activities alongside the road No.9 

- Production of cassava  export 
to Vietnam 

- Sepon mines (copper and gold) 

Source: Study Team 

The following section describes the economic activities in each classified land area. 

(1) Flatland 

Wood processing: There are wood processing, sewing, and construction companies alongside 
the Road No.9 from Savannakhet to Seno.  These companies, whose production scales are not 
very large, have long been present in the area.  The majority of the wood processing companies 
are family-run businesses.  

Savan-Seno SEZ: Within the Savan-Seno SEZ, purchases of land and tenanting by the 
companies investing in the area have been active only at the site C.  Those companies are 
mostly construction and logistics companies, while manufacturing companies (motorcycle and 
machinery parts) have purchased land but still maintain wait-and-see attitudes.  

Garment manufacturing: There is a sewing factory of women’s undergarments run by a Hong 
Kong manufacturer.  While the company also has large factories in China and Bangladesh, it 
considers its Savannakhet site as the distribution center of all the markets in South East Asia.  
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This business takes a good advantage of the characteristics of the products (which require very 
basic storage system) and of the geographic location of Savannakhet.  

Sugar cane and sugar production: Sugar cane is produced, for example, 500,000 tons from 
8,000 hectares of land in Xaibouri and Champhon districts.  The products are provided as 
primary material for the two processing plants of Thai capital.  For the export to Europe, the 
Generalized System of Preferences (GSP) is applied, and the export volume reached 45,000 tons 
in 2009. 

Pig and Chicken raising: From Savannakhet to Seno, there are several pig and chicken farms.  
These farms operate in the same manner as the business model prevalent in the northeast 
Thailand.  Basically, Lao subsidiary (CP Laos Co., Ltd.) of Thai company group (Chaoren 
Pokphand Group) provides piglets, chicks, and animal feeds to the farmers, and the company 
purchases the animals once they are grown.  There are other firms which have become 
independent from the buyers such as CP Laos, and have the ability to import the piglets, chicks, 
and feeds directly from northeast Thailand, and those who raise Laos’s native black pigs that are 
considered to produce high quality meat.  

Forestry: An Indian forest plantation company has obtained 50,000 hectares of land through 
concession alongside the National load No. 13, out of which 15,000 hectares of land is planted 
with the eucalyptus.  The trees are in the growth period, thereby logging is yet to start.   

(2) Forest area with good access 

In 2001 when JICA was carrying out the Lao-Thai border area development master plan, there 
were only a few villages east of Seno.  This has changed drastically as nowadays the route is 
filled with houses up to the border with Vietnam.  

Banana production: Bananas are produced to the east of Phin.  In Densavanh, the trucks and 
two-wheeled cart filled with bananas transporting the bananas to Vietnam are prevalent.  Banana 
was rarely produced in Laos (but was produced across the border in Laobao in Vietnam).  The 
banana plantations alongside the NR 9 represent one of the major changes that have occurred in 
recent years.  

Paper manufacturing: A Chinese paper manufacturing company has acquired 7,300 hectares 
of land through concession (concession period is 50 years) in 2010.  The trees have been 
planted but not yet ready to be logged.  

Rubber plantation: There are several rubber plantations run by the Vietnamese and Chinese 
companies alongside the NR 9.  One Chinese company has acquired 1,000 hectares of land 
through concession in December 2011, and plans to hire 300 employees.  

(3) Forests with poor access 

Production of Cassava: Cassava production started in 2010 on the eastern side of 
Savannakhet province. Similar to how the banana production started, the production of cassava 
was initiated to meet the demands coming from the cassava processing plants in Laobao, Vietnam, 
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which has the capacity to process 500 to 600 tons of cassava and produce 130-150 tons of 
cassava flour a day.  The farmers’ groups of Laos transport their produce directly to the factory 
site.  

Mining: There are gold and copper mines in Sepon District, and mining has been active since 
2002.  The gold is exported to Australia without any refining, while the copper is roughly smelted 
before exporting to Thailand and Vietnam.  The Lane Xang Minerals Limited (LXML) is a major 
company, with 90% of its shares held by the Chinese company Minmetals Resource Limited, and 
the other 10% by the Lao Government.  In 2011, 74,000 ounces of gold (about 2 tons) and 
78,000 tons of copper were mined and exported, which made substantial contribution to improve 
the trade balance of the country.  

2.2.2 Champasak Economic Region 

The Table 2-4 summarizes the major economic activities in the Champasak Economic Region.  
The rice production in the Flatland is similar to the situation in the Savannakhet Economic Region 
in terms of its non-commercial nature and the common usage of hand tractor.  The farmers in the 
Bolaven Plateau do not produce rice but purchase with the income generated from the production 
and sales of coffee and vegetables. 

Table 2-4   Major economic activities in Champasak Economic Region 

Area 
classification Flatland Bolaven Plateau Forest area with poor access 

Major national 
roads No. 13 No. 16, No. 20, No. 1 No. 15B and No. 16B  

(both under improvement) 

Major economic 
activities (except 
rice cultivation) 

- Base of the traders who deal 
with coffee, cabbage, and 
Chinese cabbage 

- Operation and management 
center for the plantation 
company and food processing 
industry.  

- Sightseeing base (to circuit 
around the touristic spots in the 
Champasak province, starting 
from Pakse) 

- Transshipping of vegetables 
and bananas 

- Relocation to the Bolaven 
Plateau area 

- Production and processing 
(drying) of cassava to export to 
Thailand 

- Coffee production for exporting to 
the markets in Europe and Japan 

- Production of cabbage and 
Chinese cabbage to export to 
Thailand and/or transport to 
Vientiane 

- Preparation of bauxite production 
- Production of kidney beans by a 

Japanese –affiliated company, to 
be exported to Thailand for 
processing (freezing) then to 
Japan 

- Production of bananas and 
peanuts to be exported to 
Thailand and Vietnam 

- Cassava processing factory 
(failed in securing the land and 
halted the production) 

- Production of cucumber on a trial 
basis for the pickles (contracted 
by Japanese-affiliated company) 

- Production of ginger and 
cinnamon bark (contracted by 
Japanese company) 

- Chinese cement factory, to be 
distributed throughout the five 
southern provinces 

- Small scale coffee production 
- Logging to be exported to 

Vietnam 
- Research of mining potentials of 

bauxite.  

Source: Study Team 

Below are the details of economic activities in each area. 
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(1) Flatland 

Pakse as a commercial center: Pakse is a hub of the trading activities of the products from the 
Bolaven Plateau, including coffee, vegetables, and fruits (cabbage, Chinese cabbage, bananas, 
ginger, peanuts, tamarind, etc.).  In the coffee sector, those who are involved in the production, 
processing, and distribution of coffee are coffee farm owners, traders, and roasters.  As for the 
vegetable and fruits, the traders are divided into three groups based on their functions: those who 
manage the domestic distribution; those who manage the procedures for the export to Thailand; 
and those who import the production inputs, such as seedlings, fertilizers, and pesticides, etc.  
These traders assist the farmers, providing credit and market information (to help them select 
which variety of coffee and vegetables to produce) to facilitate their production.  

Financial services. Major banks (BCEL, LDB and APB) of the country have their branches in 
Pakse.  Loans are made available to the traders and farmers as well as the letters of credits 
(some cases the value exceeding 1 million dollars) to the company such as Dao-Heuang.  Those 
banks also have branches in Savannakhet, however, their core businesses there deal more with 
the individual account-holders, and the loans to the companies are limited.  Companies that 
provide Business Development Service (BDS) are hardly found in Pakse so far.  

Industrial activities: The production bases of the rubber plantations (mainly Vietnamese 
companies), bauxite development (Chinese-Thai-Lao joint venture) and food processing 
(Dao-Heuang) are located near the Bolaven Plateau and the suburbs of Pakse, though they 
maintain their operational and management offices in Pakse.   

Tourism: The tourism in Champasak province has grown rapidly in recent years, largely due to 
the increasing number of the tourists from Thailand.  Majority of the tourists stay in Pakse, and 
the occupancy rate of the hotels in Pakse has risen significantly from around 35% in 2009 to 65% 
in 2011.  The competition among the hotels is expected to be intensified as new hotels are being 
built in town.  In general, the tourists stay over 1 or 2 nights in Pakse and visit the principal 
touristic spots such as Wat Phu and Khong Papeng Waterfalls.   

Mixed husbandry: The majority of the farmers in the Flatland in Champasak and Saravane 
provinces engage in mixed husbandry with rice production at self-sufficient scale.  At the 
transshipping facilities near Lao-Thai border, the farmers from the Champhon District (that is 
located in the west of Pakse) work on packing of cabbage, Chinese cabbage, and bananas to be 
exported to Thailand.  According to the village representatives in the Bolaven Plateau where 
coffee and vegetables are produced, there was relocation of the villages in the flat areas alongside 
the Mekong to the Bolaven Plateau (the relocation no longer occurs) in the past.  Some of the 
employees who work in the farms in the Pakxong District are originally from such villages.   

Cassava production: Cassava production and export to Thailand (Ubon Ratchathani and its 
surroundings) started in 2010 in the Lakhonpheng District in Saravane.  Cassava is exported 
after being dried.  The export volume was 2,000 tons in 2010, but then decreased to 1,000 tons 
the following year because the local stakeholders voiced their preference for Thai products to the 
imports from Laos.  The dried cassava is processed into cassava flour, and then used as primary 
material for producing ethanol and instant noodles.  
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(2) Bolaven Plateau 

Coffee production and export: There are three types of coffee produced in the area: (i) Robusta 
(produced on land with altitude lower than 800 meters, characterized by high yield and low price); 
(ii) Arabica Typica (produced on land with altitude higher than 800 meters, characterized by its 
high quality and low yield due to its high susceptibility to noxious insects); and (iii) Arabica catimor 
(the cross-breed of Robusta and Arabica Typica which possess good attributes of both species).  
The Robusta is mainly used for the production of instant coffee, while the Arabica Typica is 
exported to the high quality coffee markets in Japan and Europe.  The farmers decide which kind 
of coffee to produce according to the market demands and their land conditions (altitude and soil 
quality).  Overall, the Arabica is mainly produced in Pakxong and Thateng districts, while the 
Robusta is produced in Laongam District based on the condition of the cultivation areas. In 2010, 
the total production volume from Champasak, Saravane, and Sekong was 46,000 tons (out of 
which 29,000 tons were from Champasak), and 18,000 tons were exported (out of which 5,000 
tons were the Arabica).  The coffee can be harvested from the fourth year after being planted and 
for about 13 years.  The harvesting time of Arabica is around November to December, while that 
of Robusta is from January to March. 

Production and export of Cabbage and Chinese cabbage: Cabbage and Chinese cabbage are 
produced mainly in the Pakxong District.  Cabbage grows for in three months, and can be 
cultivated 4 times a year, while Chinese cabbage grows in two months, and can be harvested 6 
times a year.  The main shipping season is from March to July.  During this period, the cabbages 
become less available in Thai markets, and the cabbages produced in Champasak are traded at 
high price (particularly during March to May).  The export to Thailand is done largely through the 
direct sales by the farmers to Thai traders (7 traders identified) at the transshipping facility set up 
by those traders near Lao-Thai border.  About 70% to 90% of the products are exported to 
Thailand, and the remainder is sold in the domestic markets, mainly in Vientiane, Savannakhet, 
and Pakse.  The domestic sales are carried out directly by the farmers to the traders from Pakse 
and Savannakhet, who use long distance buses to transport the products to the destination. 

Bauxite Mining: The China-Thailand-Laos joint venture has completed the investigation mining 
in the southern part of the Bolaven Plateau, and obtained commercial license through concession 
for the usage of 147 km2 of land over 50 years.  They expect to launch the construction of a plant 
in the eastern part of Pakxong District alongside the NR 16A, and start to mine the bauxite and 
produce alumina by 2016.  

Contract farming: In Thateng District in Sekong Province, a Thai subsidiary company of 
Japanese capital runs a farm, producing kidney beans.  In 2011, they produced approximately 
100 tons of beans, which were frozen processed in Chiang Mai of Thailand, and then exported to 
Japan.  Currently, the farm employs 180 people (staff and workers), and plans to produce 
asparagus and snap peas, and other vegetables demanded by the Japanese companies. 

All of the following four activities are realized in Laongam District in Saravane Province.  

Banana production and exports to neighboring countries: The bananas were initially exported 
to Thailand; nowadays 80% of the produce is sold in the markets in Vietnam and the other 20% in 
Thailand.  As for the export to Thailand, farmers transport the products to the border area and sell 
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directly to the Thai trading company.  The producers can produce and ship out bananas for 10 
months of the year.  

Cassava production and processing: The Vietnamese company acquired 400 hectares of land 
through concession in 2005; however, only 30 hectares were secured due to the conflict over land 
ownership with the farmers.  Although the processing plant used to export 1,200 tons of cassava 
flour annually to Hanoi of Vietnam, the low production volume led to the cessation of the operation 
in 2010. Currently, the company only maintains the 30 hectares of cassava field. 

Cucumber production and processing: A Japanese-Thai company which produces vegetable 
pickles has contracted farmers to cultivate cucumbers on a trial basis in 3 years.  The production 
started in 2010 and 2012 is the last year of the contract.  The cucumbers are salted on farm, and 
then exported to Thailand.  The final decision on whether to continue and scale up the production 
will depend on the results of the trial products.  

Ginger and cinnamon bark production: A Japanese pharmaceutical company has 156 hectares 
of land for the production of ginger and cinnamon, employing usually 300 workers for production 
(maximum 1,000 workers depend on the season), and another 200 workers for the packing for the 
exports to Japan.  All the workers are contracted on a daily basis, and the company faces serious 
difficulty in securing enough manpower during the busy season for the farmers (rice-planting and 
harvesting season, coffee harvesting season). 

(3) Forest area with poor access 

Cement production in Taoy District, Saravane Province: The paved National Road No. 15B 
runs from the province capital Saravane to the district capital of Taoy (88km from Saravane).  
There is a Chinese cement factory at the 30km point from Saravane.  The company has been in 
operation since December 2011, and its plant has the capacity to produce 1,200 tons of cement 
per day, which amount to about 300,000 tons a year.  Both limestone and coals are mined near 
the plant site.  There are only a few plants in the country that cover the entire production process 
as this company does.  Other plants in the country are found in Khammuane (China-Laos joint 
venture) and in Vang Vieng (Lao capital).  The product quality is considered high, which has led 
to the successful expansion of its domestic market share.  However, the limited size of the Lao 
market necessarily keeps the price higher than the competing alternate products.  Therefore, the 
company intends to expand its sales in Cambodia and other neighboring countries to materialize 
price competitiveness by increasing the production volume based on the demands, thereby 
lowering the unit production cost and retail price.  However, expanding its market share in 
Vietnam and Thai is considered unlikely since both countries have domestic cement companies 
already dominant in the respective markets.  

The following three economic activities are relevant in Dakchung District, Sekong Province.  

Production of cash crops: The National Road No. 16B is being extended to reach Dakchung 
District.  Dakchung has similar soil and climate conditions to those of the Bolaven Plateau, and is 
therefore considered to be apt to produce coffee and leaf-vegetables.  To date the development 
in Dakchung has been limited because of the remaining UXOs as well as the poor linkage to the 
Bolaven Plateau area and the Province capital.  Currently, there are two coffee farms (100 
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hectares each), and farmers who received assistance from Dao-Heuang are started planting 
coffee trees. 

Logging: The Lao-Vietnam cross-border economic activities have been gradually growing, and 
logs (of coniferous trees such as pine tree) have been exported to Vietnam despite the limited 
road infrastructure.  A Japanese paper manufacturing company is planting trees on a trial basis.  
The purpose of the usage of the logs is shifting from the paper manufacturing to the production of 
construction materials and furniture.  

Bauxite mining: There is an ongoing joint investigating dig of bauxite (484km2) by Japanese 
and Australian companies, alongside the NR 16B near the provincial border between Sekong and 
Attapeu.  The investigating mining started in 2010 and is expected to be completed in 2015.  
The decisions on whether to materialize commercial mining will be taken thereafter. 

2.2.3 Attapeu Economic Region 

The Table 2-5 summarizes the major economic activities observed in the Attapeu Economic 
Region.  In general, Attapeu province has little economic relationships with Champasak and 
Sekong4, while its ties with Vietnam have become stronger as the National Road No.18B was 
extended to the Lao-Vietnam border. 

Table 2-5   Major economic activities in Attapeu Economic Region 

Area 
Classification Flat Land Area Forest area with good access Forest area with poor access 

Main national 
road No. 1i, No. 18B No. 18B  

Economic 
activities (except 
rice cultivation) 

- Wood processing and furniture 
manufacturing 

- Rubber plantation by a 
Vietnamese company (20,000 
ha) 

- Logging (by plantation company) 
- Forestry plantation by a Japanese 

company (1,400 ha) 

- Investigating mining (gold and 
copper) 

Source: Study Team 

Below are the details of economic activities in each area. 

(1) Flatland 

Intensive and extensive investments by a Vietnamese company: There is a Vietnamese 
company that heavily invests in Attapeu5.  The said company started rubber plantation in the area 
of 20,000 hectares of land in 2007.  They usually hire 800 workers (1,500 workers during the 
busy period), in addition to the full time 460 staff for the management division, 430 of whom are 
Vietnamese.  Housing for the workers was constructed by the company; so were other social 
infrastructure such as elementary schools.  The company also intends to expand its rubber 
plantation in Xaisettha District from current size of 20,000 hectares to 30,000 hectares.  The 

                                                   
4 Going south-bound following the national road No. 1i from Sekong, there are areas where human settlement is completely absent 
alongside the road.  
5 The company made substantial contributions to the province by investing in the public infrastructure during the preparation of the CLV 
summit hosted by Attapeu in November 2011, hydroelectric power generation projects (Nangkhom dams 2 and 3), the airport at KM28, 
20% of the budget to implement the Attapeu Provincial Five-Year Development Plan, among others.    
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rubber processing factory is expected to be set up in 2013, with exportation to Vietnam 
envisioned.  

Besides the rubber industry, the company’s sugar manufacturing plant equipped with the 
capacity to process 7,000 tons of sugarcanes a day will be ready by the end of 2012 in Phouvong 
District.  Accordingly, the sugar cane production (9,000 hectares of land for cultivation has been 
secured) and sugar manufacturing are planned.  On top of these, the company’s plan includes 
establishment of a palm-oil processing factory (oil palm trees already planted at sites 12 
kilometers away from the province capital in 2010), and an ethanol processing factory next to the 
sugar manufacturing plant. The estimated total investment amount for the factories is more than 4 
million dollars. These industries will generate employment for 15,000 people.   

Wood processing and furniture manufacturing: There are wood processing companies and 
furniture manufacturers in Samakkhixai and Xaisettha districts.  In particular, the above 
mentioned Vietnamese company produces 150,000m2 of wood annually by logging the forest land 
they have acquired through concession, which they use as construction materials of the houses 
for their employees and as the primary materials for the furniture manufacturing business in 
Vietnam.  As they expand the rubber plantation areas, more wood will be produced.  

There are about eight furniture manufacturers near the provincial capital of Attapeu.  All of the 
companies are family-run businesses (6 of them are run by Vietnamese and 2 by Laotians) 
operating at small production scale.  Even for the Lao companies, the principal laborers in 
furniture manufacturing are Vietnamese, while the Lao workers engage only in supplementary 
tasks because of their lack of skills.  Contrary to the above-mentioned Vietnamese company, 
these companies are facing shortage of wood, which has significant adverse effects on their 
production.  

(2) Forest areas with good access 

Logging and afforestation: Logging activities are in progress alongside the NR 18B towards the 
Lao-Vietnam border.  Majority of the wood is processed at the processing plant in the Flatland, 
and thereafter exported to Vietnam.  Some of the logs are directly transported to Vietnam6, and 
when the study team visited the area in June 2012, more than 100 trailers with logs heading to 
Vietnam were witnessed.  

The above-mentioned Japanese paper manufacturing company has acquired 25,000 hectares 
land across the five southern provinces via concession.  Using 1,500 hectares of land in 
Xaisettha and Sanxai districts, the company is engaged in tree plantation (expected to expand to 
4,000 hectares in the future).  Initially, the trees were to be exported to Japan as the primary 
materials to produce paper.  However, currently the company utilizes them as construction 
materials and/or as materials for furniture.  There is no concrete plan as to where to process the 
wood, but the company is considering becoming a wood supplier for the local furniture 
manufacturers. 

                                                   
6 In principle, cutting down the raw trees is prohibited in Laos.  
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(3) Forest areas with poor access 

Mining: There are several foreign companies conducting investigative mining for copper and 
gold through concession deals in Sanxai District.  Among them are the investments from Chinese, 
Russian, and German capitals.  The results of the investigative digs, which will reveal the size of 
the mineral reserves as well as the gold and copper contents in the rocks, combined with the 
analysis of the world markets, in particular the world price, will be the determinants of profitability 
of the mining. In case the analyses conclude with the viability of the commercial mining on this site, 
it will likely follow a similar development path that the Sepon mine took.  Mining development 
usually involves substantial improvements of road and relevant infrastructure; accordingly Pakse 
and Attapeu will become subjects to such improvements to function as the hubs of the mining 
related activities. 

2.3 ISSUES ON ECONOMIC DEVELOPMENT 

Based on the understanding of the existing situation of the economic activities mentioned in 
the previous sections, issues on economic development of Savannakhet Economic Region and 
Champasak Economic Region are identified here.  Attapeu Economic Region which depends on 
investment projects (plantations of natural rubber, sugarcane and palm oil) from a Vietnamese 
company is not handled in this section.  In identifying economic issues, it is possible to classify 
the Savannakhet Economic Region and Champasak Economic Region as two areas.  The first 
one is the Bolaven Plateau in which a certain volume of cabbage, Chinese cabbage and coffee 
bean is exported and commercial farming is being developed.  The other area lies outside the 
Bolaven Plateau, namely; the Flatland and the Forest area with poor access for the Champasak 
Economic Region and all areas of the Savannakhet Economic Region in which commercial 
farming has not gained momentum yet.  

2.3.1 Outside of the Bolaven Plateau 

An economic issue is a cause of another economic issue; therefore, we can identify chains of 
economic issues.  Chains of economic issues at the Flatland and the Forest Area with poor 
access of the Champasak Economic Region and the Savannakhet Economic Region are 
illustrated in Figure 2-4.  By Compiling similar ones and related ones, four groups of issues are 
identified as indicated in the figure.  Those are:  

 Limited revenue and employment due to farms’ and farmers’ small-scale production 
capacity,  

 Limited exchange and accumulation of information on economic activity, and limited 
production linkage, 

 Limited progress in community development and starting new businesses due to lack of 
community leaders and entrepreneurs, and  

 Difficulty of transportation and export of products and high transport cost due to limited 
transport and logistics infrastructure. 
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Source: Study Team 

Figure 2-4   Chains of economic issues outside of the Bolaven Plateau 

Those groups of issues are explained in the following sections.   

(1) Limited revenue and employment due to farms’ and farmers’ small-scale 

production capacity 

Lao PDR is a small-population country; therefore, domestic market size is also small.  The 
neighboring countries to Laos are larger in economic scale and the economies of these countries 
are more developed than that of Laos.  For that reason, it is not viable to produce commercial 
goods including farming goods only for domestic market in terms of cost effectiveness yet it is 
easier to import the same goods from the neighboring countries.  It is necessary to make efforts 
to produce goods focusing on exportation to foreign markets in addition to the domestic market, 
and producing goods which are not produced in the surrounding countries owing to absence of 
resources as well as those which are not produced in a certain season.   
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(2) Limited exchange and accumulation of information on economic activity, and 

limited production linkage 

Rural villages are located separately and population density is low in the southern region 
excluding the flatland along Mekong River.  In addition to that, transport infrastructure has not 
developed enough yet.  Therefore, information on economic activity, that is, what kind of products 
are made and where, has not been exchanged and accumulated within the provinces and districts.  
Accumulation of capital is also limited due to limited revenue and small production scale 
mentioned above.  The production linkage based on demand and supply relations of materials 
has also not developed.   

(3) Limited progress in community development and starting businesses due to 

lack of community leaders and entrepreneurs 

Limited tax revenue brings about limited investment in human resources.  Further to that, 
limited accumulation of technology and techniques is also a cause of limited progress in human 
resource development.  As a result, community leaders and entrepreneurs are not many, and this 
causes limited progress in community development as well as limited development of production 
linkage and supporting industries.   

(4) Difficulty in transportation and exportation of products plus high transport 

costs due to limited logistics infrastructure 

Limited tax revenue is also connected to limited investment in transport and logistics 
infrastructure.  Therefore, most of the roads are not properly passable during the rainy season in 
the Forest Area of the southern region.  This situation is one of the reasons for the limited 
exchange and accumulation of information on economic activities mentioned above.  In addition, 
the situation is also one of bottlenecks to starting commercial farming.  Farm products would 
deteriorate easily if travel time was long and if movement on trucks was bumpy on account of poor 
road condition.   

2.3.2 Bolaven Plateau 

Chains of economic issues in the Bolaven Plateau are shown in Figure 2-5.  By compiling 
similar ones and related ones, five groups of issues were identified as indicated in the figure.  
Those are listed as follows.   
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Source: Study Team 

Figure 2-5   Chains of economic issues at Bolaven Plateau 

 Unstable growth of revenue for land-owning farmers and farm gardens due to limited 
progress of product diversification and quality improvement, 

 Weak linkage of economic activity bodies in terms of exchange and accumulation of 
information, and constraints to expansion of businesses to the international market, 

 Difficulty in formulating mid to long-term business plans owing to unclear land use plans 
and land use rights, 

 Limited progress in community development and starting new businesses due to lack of 
community leaders and entrepreneurs, and 

 Difficulty in production expansion due to lack of community economic infrastructure 

These issues are explained in the following sections.   

(1) Unstable growth of revenue for land-owning farmers and farm gardens due to 

limited progress of product diversification and quality improvement 

A certain volume of commercial farming goods are produced and exported to the foreign 
markets from the Bolaven Plateau; therefore, the pertinent economic issues here are to shift to the 
next step through quality improvement and establishment of a brand, for example, geological 
identification of coffee bean.   

In addition, it is necessary to diversify products in order to reduce farmers’ risk and increase 
export items.  Some agricultural farms with Lao capital are expected to take initiative to 
investigate appropriate technology and techniques to produce quality products, and disseminate 
them to land-owning farmers.  However, these agriculture farms don’t have adequate capacity in 
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terms of human resources and capital to carry out such activities.  On the other hand, foreign 
capitals such as Thailand and Singapore have invested in developing coffee farms, and are going 
to start coffee bean production soon.  For that reason, the major actors in the production and 
trading of coffee might change from small-scale Lao farmers and traders to large-scale foreign 
coffee gardens.   

(2) Weak linkage of economic activity bodies in terms of exchange and 

accumulation of information, and constraints to the expansion of business to 

the international market 

Commercial farming has already started at the Bolaven Plateau; however, each production unit 
is small scale7.  Connection among the production units is very limited while exchange and 
accumulation of information on economic activities and markets is also limited.  For that reason, 
diversification of products ranging from cabbage to Chinese cabbage as well as development of 
supporting industries has not been observed so far.   

The export destination of cabbage and Chinese cabbage in Thailand has expanded from Ubon 
Ratchathani to 17 other provinces including Bangkok.  However, farmers at the Bolaven Plateau 
have the capacity to produce more leafy vegetables.  They limit production volume to avoid 
oversupply.  Since Lao traders and farmers cannot handle trade of cabbage and Chinese 
cabbage inside the Thai market, they need to find new markets to use their production capacity 
fully.  However, poor transport infrastructure, and difficulty in introducing long-distance transport 
facilities (for example, reefer container) are impediments for farmers and traders to expand to new 
international markets.   

(3) Difficulty in formulating mid to long-term business plans owing to unclear 

land use plans and land use rights 

It is becoming increasingly difficult to acquire more land for farming production in the Bolaven 
Plateau, in which production of coffee beans, cabbage and Chinese cabbage is increasing.  In 
addition to that, a bauxite mining site is located in the southern part of the Bolaven Plateau, and a 
commercial mining concessionaire is planning to start mining and production of alumina in 2016.  
In order to secure farming land and avoid negative impacts from the mining and alumina 
production, it is expected that the land use plan will be reviewed and economic activities monitored 
based on the plan.  Further to that, clarification of land use rights is important as a basis for doing 
commercial farming.  When land-owning farmers and farm garden operators borrow money from 
commercial banks, land use right is used as collateral.   

In Dakchung District of Sekong Province where future agricultural development is expected, it 
is necessary to prepare land use plan before development of the district. It is also necessary to 
monitor development activities based on the land use plan.  Due to lack of transport infrastructure 
and the problem of UXO, development of Dakchung District has been limited so far.  However, 
soil condition of Dakchung District is as good as that of the Bolaven Plateau.  It is volcanic acid 
soil and the land is fertile.  The district is located around 1,000 meters high, suitable for farming 

                                                   
7 Almost all of the production units are village level or smaller than that.   
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quality coffee beans like Arabica Typica and vegetables which can be harvested during the 
off-season of the plain areas.  Farm gardens that produce coffee beans and vegetables in the 
Bolaven Plateau are aiming to obtain land in the Dakchung District for future product expansion.  
Therefore, production of coffee beans and vegetables in Bolaven Plateau could be transferred to 
the Dakchung District, in the future.   

Population of Dakchung District amounts to only 10,000 until now, and transmigration of 
land-owning farmers and workers would be expected when production of coffee beans and leafy 
vegetables starts in earnest.  It is necessary to prepare land use plan and make clear current 
land use rights before such transmigration occurs.  These actions will prevent conflicts that could 
arise among existing residents (most of the residents are ethnic minority), settlers and firms.   

(4) Limited progress in community development and starting businesses due to 

lack of community leaders and entrepreneurs 

Community leaders and entrepreneurs are in short supply in the Bolaven Plateau, as well as 
outside the Bolaven Plateau.  This has led to limited growth of supporting industries and limited 
community development.   

(5) Difficulty in production expansion due to lack of community economic 

infrastructure 

Residents of the Bolaven Plateau, in particular Pakxong District, need water storage reservoir 
because water for agriculture is inadequate towards the end of the dry season every year.  It 
seems that such shortage of water occurs because commercial agriculture is being carried out to a 
considerable extent.  Further to that, local people need paved access roads from trunk roads to 
farming land, shipping facilities for farming products, and parking lots and selling points for 
community-based tourism.   

2.4 POTENTIAL FOR ECONOMIC DEVELOPMENT 

The study team identified the following points as potential development areas for the future 
economic development of the southern region. The study team described the development 
potential of the Savannakhet Economic Region and Champasak Economic Region in this section. 
Attapeu Economic Region which is heavily dependent on investment projects from the 
Vietnamese capital is not analyzed in this section.   

2.4.1 Savannakhet Economic Region 

(1) Flatland 

 Specific market in manufacturing: Economic development focusing on specific factors 
would be possible for urban industries such as wood processing and garment, and 
Savan-Seno SEZ.  Examples of “specific factors” are observed in Savannakhet.  A Thai 
company (refinery of tin) invested with Japanese capital was relocated from Thailand to 
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Savan-Seno site C because of strengthening of environmental regulations.  A Hong 
Kong capital garment company (handling women’s underwear) is located in the suburbs 
of Savannakhet town.  The company is located in Savannakhet because it is a logistics 
center in the Indonesian Region.  However, these businesses would not impact the 
southern region and Savannakhet Economic Region.  People perceive Laos to be a 
“labor-short country” given the difference in labor productivity between Lao PDR and 
Thailand.  The difference in labor cost between Laos and Thailand is smaller than 
difference in labor productivity between both countries.  These factors are bottlenecks for 
industrial development.  As regards wood processing, small and medium scale firms will 
stop business, and resources of such firms will be absorbed by bigger wood processing 
companies due to lack of materials. 

 Logistics business along NR 9: Logistics business connecting Bangkok with Hanoi and 
Danang would be expanded and logistics firms would be established in accordance with 
economic development of GMS.   

 Sugar processing: According to DPI Savannakhet, a Malaysian sugar company is 
planning to invest in Savannakhet Province; therefore, expansion of sugar exports is 
expected.  However, it is necessary to confirm whether the investor expects to collect 
enough volume of sugarcane, and whether the company would receive enough land for 
sugarcane production.  It seems that almost all of the land in the Flatland is already being 
used as paddy fields and land for sugarcane production. 

 Pig and Chicken raising: If Thailand continues to experience economic development and 
lack of firm population in the northeastern area, incentives to expand pig and chiken 
raising in Laos would increase.  In this case, Thai companies which provide piglets, 
chicks and animal feed such as CP Laos would expand contract-firming business at 
Savannakhet, and export to Thailand.   

 Forest plantation: The Indian company (BIRLA Lao) that invested in forestry plantation in 
Savannakhet Province is going to start commercial logging and pulp production in 2017.  
The company is going to complete pulp factory at Xaibouri District (along NR13) within 
that year.  The pulp is going to be exported to Thailand, India and Indonesia, and used in 
the manufacture of rayon.  The company expects to hire more than 6,000 workers in the 
future.   

(2) Forest Area with good access  

 Cassava processing: A Vietnamese capital is planning to construct a cassava-processing 
factory at Sepon District.  The company has already acquired land for the factory with 
production capacity of 130 to 150 tons of cassava powder.  If cassava production along 
NR 9 increases with reliable supply, more processing facilities for cassava powder will be 
established in Sepon District or Nong District along NR9.  If such facilities would be 
established in the territory of Laos, more farmers who can access the factories would 
have an incentive to start cassava production.   

 Rubber plantation: Chinese and Vietnam companies which invested in natural rubber 
plantations are growing rubber trees, and are going to start producing latex within a few 
years.  Both companies are going to construct factories which produce chunks of rubber 
from latex.  The produced chunks of rubber will be exported to China and Vietnam.   
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 Forest plantation: A Chinese paper company is growing eucalyptus trees, and going to 
start commercial logging and production of pulp around 2020.  A pulp factory will be 
constructed at Sepon District or Nong District.   

(3) Forest Area with poor access  

 Cassava production: If cassava-processing factories are developed within Lao PDR, 
farmers groups exporting to Vietnam could save on transportation costs and customs and 
opportunity costs.  The factories would also break barriers such as direct and indirect 
costs of long- distance transportation and export processes.  As a result, more farmers 
group would participate in cassava production, and production volume would increase in 
the future.   

 Sepon mine: According to Minmineral Resources which is a substantial owner of Lane 
Xang Minerals Limited (LXML), commercial mining activity of gold is going to be 
completed in 2013, and mining and refinery of copper is also going to end around 20208.   

2.4.2 Champasak Economic Region 

(1) Flatland 

 Linkage between rural economy and urban economy: If the farmers promote production 
expansion and product diversification of coffee and vegetables at Bolaven Plateau, and 
they start commercial farming outside of Bolaven Plateau, traders’ businesses at Pakse 
which are strongly related with production and export would expand.  In addition to that, 
new businesses such as the primary processing and distribution processing would be 
started.  When the farmers, traders and companies expand their businesses, roles of 
financial institutions such as lending money for investment and business operation and 
issuance of letter of credit (L/C) for export would increase too.  Since demand on 
supporting start-up businesses and SME would increase, Business Development Service 
(BDS) firms would be established at Pakse.   

 Tourism: Tourists’ length of stay at Pakse would increase gradually from 1 or 2 days to 2 
or 3 days, by combining day trip from Pakse with major tourism products (Wat Phu and 
Khone Phapheng Falls) in the southern region.  Expected day trips from Pakse are 
visiting ODOP sites, ethnic minority villages and agriculture firms, etc.  If tourists have 
more opportunities to see and buy local food material and handicrafts, relations between 
tourism and local industries would be strengthened.   

 Urban development: Activation of traders’ businesses, establishment of new businesses 
and BDS and development of a tourist center would strengthen the urban function of 
Pakse.  Urban development of Pakse would bring about concentration of population, and 
the accumulation would generate new demand of urban residents.  Such positive growth 
would occur at Pakse.   

                                                   
8 Information from Minmineral Resources’ Web site（http://www.mmg.com/en/Our-Operations/Mining-operations/Sepon.aspx） 
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(2) Bolaven Plateau  

 Coffee bean: Coffee bean production at Pakxong, Thateng and Laongam districts would 
be best combination of Robusta (material of instant coffee for which demand is increasing 
in rising nations) and Arabica (upper market for European countries, Japan and Korea), 
and the most qualified level of Arabica would obtain the “Geological Identification” in the 
world coffee market.  An instant coffee factory constructed near Pakse would substitute 
the production in foreign country with domestic production and contribute to creating more 
value-added in the coffee industry.   

 Vegetables: Vegetables in Pakxong and Laongam districts would be exported new 
international markets (for example, northern and central region of Vietnam).  Farmers in 
the both districts start new kinds of vegetables targeting the off-season in the market 
countries.  Such efforts would raise the total production volume.  The primary 
processing would start for some fruits, for example production of dry fruits.   

 Bauxite mining: Mining bauxite and production of alumina is going to commence in the 
southern part of Pakxong in 2016.  One million tons of alumina are expected to be 
produced from 3 million tons of bauxite every year.  Produced alumina will be transported 
to Laem Chabang Port in Thailand though NR16A and NR16, and exported to Yunnan 
Province.  According to a bauxite mining and alumina production company, employment 
of around 11,000 people will be created at the mining site and alumina factory.  The final 
goal of the project is to produce aluminum.  However, it is expected that the refinery of 
aluminum will start some decades further ahead.   

 Cassava production: After improvement of NR15A and NR15B, cassava production at 
Lakhonpheng District of the Flatland will expand to Saravane and Taoy districts, and 
production of cassava at Saravane Province, and export volume to Thailand will increase.  
And it is possible to produce cassava powder by use of cassava factory at Laongam 
District which ceased operation due to lack of material.   

 High-spec vegetables: If test growing of cucumber which is used by a Japanese company 
in Thailand as material for pickles is successful, full-scale growing of the pickles will start 
at Saravane District.  In addition to that, the other Japanese companies operate 
agricultural firms at Laongam District (production of ginger and cinnamon for material of 
medicine) 9  and Thateng District (Production of kidney bean).  If these companies 
expand production volumes, more farmers will have a chance to work at such agricultural 
firms and understand commercial farming which requires control of specification and 
quality.   

(3) Forest Area with poor access  

 Agricultural development in Dakchung District: Dakchung District of Sekong Province is 
currently classified as a Forest Area without accessibility.  However, accessibility of the 
district would improve greatly after the improvement of NR16B and construction of 
Sekong Bridge.  Since Dakchung District is located in highland area (around 1,000 
meters high) with good soil condition, it is expected that it will become production place of 
coffee beans, vegetables, forestry and livestock.  For example, it is necessary to develop 
new coffee farming land as is the case for Pakxong District, in order to achieve a target of 
exporting 100,000 tons of coffee beans which is described in “Coffee Sector Development 

                                                   
9 The company is producing ginger and cinnamon with 156ha of land, and expects to expand the land around 1,000ha in the future.   
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Strategy” with assistance of GIZ and ADF.  Dakchung District has the most potential 
towards attaining that target.  However, it is said that a lot of unexploded ordinance 
(UXO) still exists, and the population in the district is small.   

 Mining: Exploration of bauxite in Dakchung District and Sanxai District (of Attapeu 
Province) which is being carried out south of the NR16B is going to be completed in 2015.  
If commercial mining is feasible, preparation for commercial mining will start around 2017.  
In case commercial production starts, it is expected that 1 million tons of alumina will be 
produced annually.   

 Agricultural development at Taoy District: Improvement work on NR15B is ongoing on the 
eastern side of Saravane Province.  After the work, accessibility from Taoy District to the 
provincial capital will improve greatly.  Traders who export cassava produced in the 
Lakhonpheng District Plain Area to Thailand are planning to expand the purchasing 
system of cassava to Taoy District.   
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3. ECONOMIC DEVELOPMENT STRATEGY 

 

 

 

3.1 DEVELOPMENT VISION 

3.1.1 Development concept for the southern region: “One-Day Economic Areas” 

Strategy  

Rapid economic development of Lao PDR in 2000s was built on growth in the resource sector 
namely mining and hydropower.  Lao people’s involvement in the rapid economic development is 
limited, and benefit from the economic development has not been shared by all Lao people.   

Under such circumstances, the Lao PDR Government aims to promote continuous rapid 
economic development and poverty reduction in the on-going 7th 5-year development plan.  JICA 
Laos Office is supporting this government target27.  Based on the development target of Laos 
Government and results of the analyses described in the previous chapters, the study team set the 
following development vision for the southern region of Laos.  
 

People in the southern region of Laos engage in production activity by using local resources, and 

live self-sustaining and constructive daily lives by consuming economic benefits and investing for 

production expansion.   

The study team has developed a conceptual image for the development vision as indicated in 
Figure 3-1.  In rural areas, centers of villages, which play major roles in production and 
administration activities, and the surrounding villages formulate a minimum territory for 
commercial farming activity, and such a territory is connected to other territories by physical 
linkage and information network.  The study team refers to these territories as “One-Day 
Economic Areas.”  Farming products from the “One-Day Economic Areas” are exported to foreign 
markets or domestic market through traders, while remaining products are transported to the 
primary processing factories.  Processed goods are also exported to foreign markets and 
domestic market.   

Since factories which process farming products are located in rural areas, employment is 
generated in rural areas.  On the other hand, business and administration functions of the farms 
are located in urban areas, and traders also have their offices in the urban areas.  In addition to 
that, activities of financial services, business development services (BDS) and supporting 
industries are observed in urban areas.  Therefore, employment in urban areas would also 

                                                   
27 A concept paper on formulation of development support strategy for the southern region (draft), JICA Laos Office, April 2012  
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increase if firms would produce more products.   

 

Source: Study Team 

Figure 3-1   Conceptual image of development vision: Developing, enhancing and 

networking “One-Day Economic Area” 

The study team identified “One-Day Economic Areas” though site surveys and interviews in the 
southern region.  Some companies are growing based on another economic principle of 
formulation of the international supply chain.  The study team explains definite examples of the 
“One-Day Economic Areas” and the international supply chain, and how these economic principles 
are growing in the next section.   

3.1.2 One-Day Economic Area and International Supply Chain 

In order to promote economic development of the southern region of Lao PDR, economic 
growth in the rural areas is the most important thing.  It is essential for the rural areas to increase 
production of commercial crops for their economic growth.  There have been different kinds of 
commercial crop productions in the southern region.  In order to produce certain kinds of 
commercial crops, it is a necessary condition to have suitable natural environments for the crops 
such as good climate and fertile land.  In addition, a minimum condition should be met; there 
must be markets to sell the crops and they should be able deliver them to the markets. 

There are several major commercial crops; coffee production in the Bolaven Plateau since the 
French colonial period, leafy vegetables (i.e., cabbage) to export to Thailand which expanded 
rapidly after 2005, and more recently, large scale plantations such as the ones for natural rubber.  
Each of these commercial crops has a distinctive form of production and distribution.  Thus, 
relationships between economic actors such as farmers, traders, and plantation companies are 
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different in models of commercial crop productions. 

One of the most important factors that determine a form of a commercial crop production and 
distribution is “a spatial expanse” of distribution chain and business relationships for a certain crop.  
For example, farmers in the Bolaven Plateau often produce both cabbage and coffee.  These two 
crops not only have different seasons for production, but also totally different spatial expanses of 
markets.  In case of coffee, a major market is Europe and those traders know that this market 
plays an indispensable role in the selling of coffee.  On the other hand, in case of cabbage, the 
farmers themselves take direct orders from Thai traders, and often bring cabbage to the borders 
by their own small trucks. 

In the following sections, the present situations of production and distribution of major 
commercial crops are summarized with two spatial aspects of socioeconomic transactions, 
namely “One-Day Economic Areas” and “International Supply Chain”. 

(1) Significance of “Day-Trip Home Range” in commercial crop production 

There is a common characteristic in the cases where farmers in Lao PDR are active in 
commercial crop production: the characteristic is the ability of farmers to access markets for their 
commercial crop within day-trip range.  The farmers are quite responsive, more than we assumed, 
to go for commercial crop production once they get direct or indirect access to the market within 
the range of one-day trip from their villages.  The study team found that within day-trip home 
range, farmers have better chance to take initiative in economic activities.  If there are factors that 
promote flows of goods and labor (services) within their one-day home range, we found they 
quickly adopt commercial ways of thinking and start doing things in such ways.  The following 
points are some examples of factors that changed the farmers’ perception and behavior. 

 “Day-Trip Home Range” is a range where the farmers (or group of farmers) can take 
initiative in economic activities: transactions completed within one-day have lower risks 
and are easy to engage in without working capital.  

 Finding channels to niche markets of their own advantages within the extents of “Day-Trip 
Home Range”:  For example, cabbages from the Bolaven Plateau found a niche market.  
The rainy season starts earlier in the Bolaven than in Thailand. This difference makes the 
off-season period of cabbage production in Thailand a niche open to cabbages from the 
Bolaven Plateau.  During a busy season for harvesting coffee in the Bolaven, additional 
labor is supplied from the neighboring low land districts where the busy season is offset 
from that of the highland. 

 Farmers adopt commercial ways of thinking:  The farmers are exposed to market 
information such as seasonal changes in prices of their produce and possibilities of 
introducing new cash crops when they are directly involved with transactions as part of 
their daily lives.  Given this exposure to commercial activities, the farmers adopt 
commercial ways of thinking and start doing things in such ways. 

(2) Formation of “One-Day Economic Area” 

These economic activities within “Day-Trip Home Range” of the farmers, such as utilizing a 
niche to produce and sell commercial crops or a niche to supply and accommodate seasonal labor, 
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repeat in cycles of agricultural production.  Through these continuous cycles of activities, 
mechanisms and hubs are formed in order to support their commercial needs.  This is formation 
of “One-Day Economic Area” that becomes mid to long-term base of economic activities, 
especially for commercial crop production.  In order to have a formation of “One-Day Economic 
Area”, at least, the following components should exist within a respective “Day-Trip Home Range”. 

 There must be a stable channel to the market. 

 An area is evolving to a production center that can produce a certain crop in large lots. 

 A distribution center for agricultural products is formed and this makes one village become 
a distinctive economic center of an area.  

 The farmers and traders build up mid to long-term business relationships of mutual trust.  

In the rural areas of Lao PDR, subsistence agriculture has long been a dominant form of 
livelihood for most of the population, and thus it is often said that “market and means of distribution” 
are still very much in their infancy.  The study team found, however, that there are new 
environments that allow the farmers to get directly involved with new frontiers of economic 
activities, such as upgrade of major national roads in the last 5 to 10 years, new bridges over 
Mekong River, opening of new international border points.  Given these new environments and 
opportunities, many farmers have expanded their commercial farming.  Especially in the Bolaven 
Plateau where the farmers have relatively longer histories of commercial farming, it is safe to say 
that “One-Day Economic Area” has already been formed. 

One of the most crucial reasons why “One-Day Economic Area” formed in the Bolaven Plateau 
is the fact that the farmers have direct access to Thai market within their “Day-Trip Home Range”.  
This direct access was made possible by a series of three events.  The first event was opening of 
Vantao border between Lao PDR and Thailand in 1990.  The second event was completion of 
Pakse Bridge in 2000 that made it dramatically easy and quick to cross Mekong River.  The third 
event was the fact that Lao PDR and Thailand made agreement to promote free trade of leafy 
vegetables between the two countries.  These three events make it possible for the farmers in the 
Bolaven Plateau to sell their cabbages freely to Thai market that is significantly larger than the 
domestic market once they get small trucks to transport cabbages to the border. This physically 
and institutionally improved access to Thai market dramatically lowered costs for exporting 
produce.  This encouraged the farmers to participate in trading activities, and offset weakness of 
means of distribution faced in the rural areas of Lao PDR.  As a result, a good cycle of 
development started.  Production of leafy vegetables increased to the level large enough to make 
Bolaven a production center of cabbages.  In response to this larger volume of production, 
Pakxong District of the Bolaven Plateau evolved into the distribution center of the area. 

Besides, most of the farmers in the Bolaven Plateau had already had some experience in 
commercial farming and access to cash incomes.  They had been producing coffee for years 
before they started production of cabbages.  This is also considered to be a promoting factor that 
the farmers in the area were active in expanding commercial farming of leafy vegetables and 
investing in small trucks. 

In contrast, there is no well-established “One-Day Economic Area” in the remote areas such as 
the eastern part of Savannakhet where commercial agriculture started recently.  In that area, 
“Day-Trip Home Range” has been expanded by development of major roads and the farmers have 
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found better opportunities for commercial agriculture.  Some farmers are actually shifting to 
commercial agriculture from subsistent agriculture.  These moves, however, have not yet 
resulted in formation of a distinctive production center and distribution center (a center of villages), 
and thus “One-Day Economic Area” as a stable base for economic growth has not yet formed. 

Given the fact that there is a case for well-established “One-Day Economic Area” and a case at 
its elementary stage of commercial agriculture, we found that it is one of the prospective strategies 
to encourage those infant moves for commercial agriculture to become robust enough to form 
“One-Day Economic Area” in order to promote development of the southern region.  To do so, it 
is needed to elaborate what to do in order to induce formation of “One-Day Economic Area”, and 
what are the elements and factors to boost potential of the areas for commercial agriculture.  One 
good way to start with, is to learn from the experience, namely what happened in the Bolaven 
Plateau. 

At the same time, we have to be careful.  As regards formation of “One-Day Economic Area” 
in the areas at the infancy stage of commercial agriculture, it is important to note the fact that it is 
impossible to recreate exactly the same conditions and follow the path that the Bolaven Plateau 
had gone through because initial conditions are different.  For example, it is difficult for the 
farmers in many of those less developed areas that are physically too far away from international 
borders to be involved directly with trading.  In addition, they often have no cash incomes to 
spend on initial investments.  In order to form “One-Day Economic Area” in the less developed 
areas, therefore, it is important to fill such gaps in initial conditions with reference to at least the 
following three points. 

 Traders will take more crucial roles in less developed areas:  In many less developed 
areas, there is no direct access to large market such as is the case of access to Thai 
market from the Bolaven Plateau.  Thus, it will be crucial to have agents within these 
areas (or the ones that come to visit from urban centers such as Pakse) to link the areas 
and the large market. 

 Mechanism to make up for shortage in initial investments: less developed areas should 
take off with very little experience in commercial farming and very small cash savings 
unlike the case of the Bolaven Plateau where they had experience and cash incomes from 
coffee.  It is quite important to make up for shortages in capital with in-kind credits from 
traders or support of financial institutions. 

 Transport infrastructure must be in good condition:  There must be good roads and 
bridges to bring commercial crops to market.  It is a necessary condition to have 
physically good access to market in order to promote commercial agriculture.  

(3) Cases imply formation of “One-Day Economic Area”  

In this section, four cases of commercial agriculture are illustrated in order to examine possible 
interventions to promote formation of “One-Day Economic Area”.  In these cases, commercial 
agriculture had been triggered with expansion of “Day-Trip Home Range” by development of roads 
and/or improvement of institutional settings for distribution of produce.  

Case 1: Exporting leafy vegetables (cabbage and Chinese cabbage) to Thailand 

Along National Road No. 16, 40km west of Pakse near Thai border, there is a transshipment 
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depot where tons of cabbages from the Bolaven Plateau are traded everyday.  This export of 
leafy vegetables is relatively new (only after 2005).  The opening of the national border with 
Thailand in 1990 and the completion of Pakse Bridge were necessary conditions to pave the way 
to the Thailand.  The bridge made it dramatically easier for them to reach Thai border.  The 
condition that actually triggered their export was the fact that Lao PDR and Thailand made an 
international agreement to allow free trade of leafy vegetables.  These events made Thai market 
directly accessible for the farmers within their “One-Day Economic Area”.  The flows of supply 
chain of leafy vegetables are as summarized in Figure 3-2. 
 

 
Source: Study Team 

Figure 3-2   Production of cabbage and Chinese cabbage to Thailand 

Production of leafy vegetables in the Bolaven Plateau has the following characteristics.  

 Production of cabbages aims at a niche market during the off-season period of cabbage 
production in Thailand.  Cool temperatures and early rainy season in the Bolaven 
Plateau allow them to produce those cabbages during the off-season period (March to 
June). 

 Export to Thailand amounts to 70 to 90% of the total production.  Thai market makes 
commercial agriculture profitable (these are exported not only to Ubon Ratchathani and 
other northeastern provinces of Thailand but also to Bangkok).  Domestic urban market 
in Lao PDR alone is too small to make them profitable enough. 

 They can produce more.  Prices of cabbages fall very low when Thai produced cabbages 
start to reach the market after June.  They look for a new market rather than Thailand for 
the period from June to August.  

 There is no cold chain.  There is no cold storage to put cabbages after harvest and 
before shipping, either.  There are cons and pros.  Without a cold chain and after 
harvest storage, cabbages do not last long.  At the same time, it keeps operation costs 
low, which is good for the farmers often short of cash. 
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 Cabbage is one of the leafy vegetables that are not so strictly standardized.  It is not so 
difficult to grow either. 

Majority of producers are land-owning farmers.  They usually harvest and ship out cabbages 
in response to direct orders from Thai traders.  The farmers who own small trucks bring cabbages 
to the transshipment depot near the border during the night.  In the depot, cabbages are 
unloaded from the farmers’ trucks, cleaned, and packed by hired labor from the villages close to 
the Thai border.  Packed cabbages are loaded onto trucks headed for Thailand that come in to 
the depot right after the border gate is open at 6:00 AM in the morning.  For farmers who do not 
have trucks, local traders28and farmers who own trucks buy and send their cabbage to the national 
border.  There are some traders who take care of export procedures or import necessary amount 
of seeds of vegetables from Thailand and supply them to the farmers in the Bolaven Plateau.  

In comparison with cases of cassava or banana production and export in the eastern part of 
Savannakhet which are simple and involve only the farmers themselves, exports of leafy 
vegetables to Thailand have already developed a system, and involve many different kinds of 
people including farmers, local traders (acting as middle men or export agents), workers for 
distribution processing (cleaning, packing, and transshipment), and Thai traders.  Trading system 
of cabbage export to Thailand is summarized in Figure 3-3. 
 

 

Source: Study Team 

Figure 3-3   Trading system of cabbage and Chinese cabbage to Thailand 

In case cabbages are shipped to domestic urban market such as Vientiane, the farmers sell off 
the cabbages to the local traders in Pakxong, after which the farmers are no longer involved with 

                                                   
28 Traders are often cabbage producers or used to be producers themselves.   
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trading.  For the farmers in the Bolaven Plateau, the Vientiane market is out of their “One-Day 
Economic Area”.  Actually, domestic market accounts for only 10 to 30% of their total production, 
and thus, the farmers pay less attention to it. 

Case 2: Seasonal supply of labor from the lowland to the highland 

Lao PDR has relatively small number of population to its size of land, and thus supply of labor 
is small.  This often becomes a limiting factor for economic development.  This applies to the 
rural areas as well and they tend to face shortage of labor.  According to interviews with the 
farmers in the Bolaven Plateau, their size of agricultural land is 2 to 13 hectares per household: 
that is relatively large in comparison with the other countries in Southeast Asia.  Given this 
shortage of labor in the rural areas, there are many households that use agricultural machinery.  
In case of hand tractors, almost all households have them in the 2 villages the study team visited 
in the Bolaven Plateau.  Shortage of labor is most serious during the harvesting season of coffee 
(dry season, October to March) in the Bolaven Plateau.  The neighboring low land districts within 
the same “One-Day Economic Area” with the Bolaven Plateau fill this extra demand for labor.  
The situation is summarized in Figure 3-4. 
 

 
Source: Study Team 

Figure 3-4   An example of supply of labor within “One-Day Economic Area” 

In the Bolaven Plateau, their busy season is the dry season for harvesting coffee.  In the 
lowland, despite its proximity to the highland, their busy season is not the dry season but the rainy 
season for rice cultivation.  The farmers in the highlands of the Bolaven Plateau hire workers from 
the lowland to harvest coffee.  

An interesting thing to note regarding this seasonal labor: the seasonal workers hired by the 
farmers of the Bolaven Plateau commute everyday to the highland.  They take trucks and leave 
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the lowland early in the morning and go back to their villages after one day of harvesting work.  

This supply of seasonal workers within a day-trip distance has the following characteristics: 

 Shortage of labor for harvesting coffee is fulfilled with supply of workers from the lowland. 
In exchange, the farmers in the lowland who often do not have substantial cash crops can 
get opportunities to earn cash incomes.  

 “Easy seasonal labor” that commute from their own villages everyday is good for both 
employees and employers.  Workers do not have to make preparations for being away 
from their houses for a long time.  Employers do not have to prepare places for the 
commuting labor to stay; these would cost them a lot.  

 This implies that development of road network linking the highlands and the lowlands that 
have different busy seasons and expansion of the catchment areas of day-trip seasonal 
workers would have the potential of reducing problems of shortage of labor in Lao PDR. 

Case 3: Export of cassava and banana to Vietnam from the border areas 

Cassava and bananas are produced for export to Vietnam in Sepon and Nong districts along 
National Road No. 9 and the districts in the eastern part of Savannakhet province sharing the 
border with Vietnam.  The recent increase in cassava and bananas production in the area is due 
to the fact that the Vietnam market became a part of “Day-Trip Home Range” after development of 
NR9 and Densavanh/ Laobao International Border Gate.  

 

Source: Study Team 

Figure 3-5   Production of cassava for export to Vietnam 

The eastern part of Savannakhet Province was a very remote area that made it difficult to 
access markets for commercial crops until the NR9 was developed.  Given the present NR9 and 
the border gate, the farmers in the area can directly sell their produce to the buyers on the Vietnam 
side.  In addition, recent economic growth of Vietnam made its size of consumption significantly 
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larger both in terms of consumer market and of production base for the food processing industry.  
For the eastern part of the southern region of Lao PDR, economic links with Vietnam will be 
increasingly important.  Flows of production of cassava and bananas in the area are as 
summarized in Figure 3-5. 

In the southern region, cassava and bananas, mainly aiming at Thai market, are also produced 
in more advanced areas such as the Flatland and the Bolaven Plateau of Saravane Province.  In 
case of Saravane, however, a form of distribution is similar to the one of leafy vegetables with a 
more distinctive production center, distribution center, and division of labor in distribution.  In 
contrast, there is no such sophistication in case of production and distribution along NR9 near 
Vietnam.  There is no distinctive location of distribution center.  Traders are not active yet.  The 
farmers themselves do required procedures for exports unlike Case 1.  Given these situations, 
“One-Day Economic Area” has not yet formed in this case because a production system to 
produce and transport agricultural products has not formulated to date.  This Case 3 has the 
following characteristics.  

 The eastern part of Savannakhet is designated as one of the poorest districts in Lao PDR.  
Soil is fertile but water is not enough and has many slopes that make the areas unsuitable 
for rice production.  Given the fact that areas cannot produce enough rice to feed the 
population, the area has to go for commercial agriculture such as producing cassava and 
bananas to raise incomes. 

 There are no traders collecting produce on the Lao PDR side.  The farmers themselves 
hire trucks to travel on the NR9, cross the border, and sell directly to processing factories 
or Vietnamese traders. 

 At present, raw cassava and bananas are sold without any processing.  Cassava is not 
even washed to clean soil on its surface.  

 In case of one group of cassava producing farmers that we interviewed, the leader is a 
retired civil servant and collective activities are minimum and connection between 
members are relatively loose.  This leader introduced cassava to the village where he 
was born, and provided information and support to apply to Nayoby Bank that provides 
loans to farmers in poor areas with lower interest rates.  A group hires a truck to transport 
cassava to Vietnam.  Each farmer, however, sells their produce independently once they 
arrive at the factory in Vietnam. 

 Cassava production is linked to the world market through Vietnam.  Cassava is 
processed into “tapioca starch” and supplied as intermediate product for food processing 
industries in Vietnam and other countries including China. 

Case 4: Contract farming with foreign companies (Thai companies) 

There is a case of contract farming in the western part of southern region.  A very large Thai 
company, Charoen Pokphand Group (CP) has its subsidiarity in Lao PDR, CP Laos Co., Ltd 
(established in 2006).  This company is the leading feed business in Laos with a market share of 
60.0%, while its market share of meat business (chicken and pig) is around 20.0%.  CP is known 
to be one of the largest promoters of contract farming in Thailand, especially for pig and chicken in 
the Northeast Thailand.  There are independent pig and chicken farms not under contract with 
any large companies. Contract farming, however, is considered to be a good way to lower the risks 
of investing in livestock business. 
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The western part of Savannakhet shares the border, that is the Mekong River, with Thailand.  
The two sides of Mekong River are traditionally in the same “Day-Trip Home Range” and have 
close connections between them.  Following completion of the Second Mekong Bridge, regular 
vehicles are allowed to cross the bridge after December 2006.  This has provided better 
environments for Thai companies to go into the Lao PDR side and introduce their business models.  
Flows of production and distribution of contract farming are as shown in the Figure 3-6.  
 

 

Source: Study Team 

Figure 3-6   Flows of contract farming (pig and chicken) 

The case of contract farming is a more advanced form of commercial agriculture than the case 
of leafy vegetables in the Bolaven Plateau.  The farmers under contracts are required to follow 
specifications of produce and to have good commercial sense in operation of their farms.  CP 
Laos playing as the core, one large system of commercial production is operated.  The 
components of this system are quite similar to the ones of the “One-Day Economic Area”.  
Difference is the fact that a distribution center for contract farming system is a company, “CP Laos”, 
rather than “a center of villages”.  In other words, CP Laos is providing a contract package 
system that includes a complete set of components that are also required to form “One-Day 
Economic Area.”  Major characteristics of this case of contract farming include the following:  

 Contract farming by CP Laos basically follows their business model in the northeast of 
Thailand.  There are some variations in detail.  A basic set of components of this 
business model includes the following things.  CP Laos provide piglets, chicks and 
animal feeds to farmers as in-kind credits.  After farmers grow pig and chickens in 
accordance with specifications, CP Laos shall buy them at prices agreed in contracts.  
Farmers should invest in pigpens and henhouses by themselves.  

 Farmers can have secure outlets for their produce with stable prices.  Market risks are 
very much reduced.  On the other hand, prices are generally set with moderate profit 
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margins for the farmers that are lower than in the case where farmers produce the 
livestock independently.  

 Part of initial investments is provided in form of in-kind credits by a company, which lowers 
the amount of initial capital to be prepared by farmers.  This makes it easier for farmers 
to start livestock production, especially those who have limited amount of cash savings.  

(4) International supply chain model 

Some commercial crops produced in the southern region of Lao PDR are intended to be 
exported through international supply chains.  There are two different types of commercial crops 
directly connected to international supply chains.  

The first type is “plantation under the direct management”.  In this type, one company directly 
manages all aspects of supply chain, including production of crops in their own plantation (often 
very large), harvesting and processing, and distribution and marketing.  Natural rubber and 
eucalyptus plantations producing industrial raw materials are typical examples of this form of 
commercial agriculture.  Business model is quite similar to the one of industrial sector rather than 
agricultural sector. 

The second type is “collaboration of farmers and traders” where land-owning farmers produce 
crops, and traders and processing companies are in charge of transporting and processing.  
Coffee production is a typical example for this type. 

In either type, crops must meet standards of international market both in terms of quantity and 
quality.  In order to do so, it is required to have a large amount of working capital to hold high 
quality inventory and marketing capacity with strong links with foreign markets.  Plantation 
companies and coffee traders play these roles. 

(5) Cases of international supply chain model 

In the following section, examples of commercial agriculture that are directly connected with 
international supply chain are summarized with cases of “plantation under the direct management” 
and “collaboration of farmers and traders”.  

Case 5: “Plantation under the direct management” – marketing by foreign companies 

There are some commercial crops that are mainly produced with “plantation under the direct 
management” model where one company directly manages all aspects of supply chain from 
production of crops up to distribution and marketing.  There are two characteristics for the crops 
produced with this business model. 

 Crops are produced as raw materials for industrial goods, and thus need to have large 
amount of stable supply with standardized quality.  

 Markets are often in developed countries that require high quality or high specifications 
that cannot be met by individual farmers in Lao PDR.  

In “plantation under the direct management” model, foreign companies directly own and 
manage plantations and primary processing in order to secure volume and quality.  Local farmers 
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are hired as workers.  A structure of production is as summarized in the Figure 3-7. 
 

 
Source: Study Team 

Figure 3-7   Plantation under the direct management of foreign companies 

Typical crops for industrial raw materials are large plantations of natural rubber and sugarcane.  
Those plantations are usually developed with primary processing factories.  In other words, a 
plantation is managed as part of the factory.  It is safe to say that this model is more like industry 
rather than agriculture.  Especially, natural rubber plantation has more of industrial characteristic, 
and thus farmers hired in a plantation become “hired labor with monthly wage”.  

Typical crops with high-spec requirements are those for processed vegetables packaging 
aimed at the Japanese market or medicinal herb and vegetation for pharmaceutical companies.  
For those crops, it is required to comply with strict standards and specifications set by the users 
(often within a same company group).  Farmers in Lao PDR cannot produce crops in such 
manner.  Thus, companies chose to produce crops under their direct management, and directly 
export through their international supply chain.  

In either case, foreign companies utilize land and labor in Lao PDR, and generate employment 
and cash income opportunities in the rural areas.  At the same time, operations of production are 
mostly self-contained and have little connections with the existing activities of local economy.  
Thus, economic effects of this type of commercial agriculture are quite similar to the one with 
development of factories by foreign direct investments.  

Case 6: “Collaboration of farmers and traders” – marketing by Laotian traders 

The most significant example of “collaboration of farmers and traders” is coffee production 
and distribution.  This consists of a series of activities including coffee production by land-owning 
farmers in the Bolaven Plateau, traders purchasing coffee and selling to international market, and 
companies processing raw coffee into instant coffee.  Coffee is a commercial crop produced by 
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land-owning farmers and involving the most advanced elements of production and distribution 
among the crops in Lao PDR. 

Coffee is the only commercial crop in which traders in Lao PDR take the leading role in 
international marketing.  In the case of the leafy vegetables in the Bolaven Plateau, while the 
distribution system involves collaboration of farmers and traders, they can manage marketing only 
up to the point where they sell produce to Thai traders at the border.  Beyond that point, Thai 
traders are all in charge of marketing (sell cabbages where and to whom).  Regarding extent of 
participation in international supply chain, producers and traders in Lao PDR remain at the 
elementary stage in the case of leafy vegetables.  Flows of production and distribution of coffee 
are shown in the Figure 3-8. 
 

 
Source: Study Team 

Figure 3-8   Production by land-owning farmers and transportation and 

processing by traders 

Coffee production and distribution in the Bolaven Plateau has the following characteristics:  

 At present, the share of production by land-owning farmers is larger than the share of 
large-scale plantations.  Some Lao coffee companies have plantations under direct 
management.  Small land-owning farmers, however, produce much more than those 
plantations.  There are some new developments of very large coffee plantations by a 
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Thai company (3,000 hectares).  As the coffee trees mature and start producing coffee 
cherries, the share of production by large plantations is expected to expand quite rapidly29。 

 The farmers can choose where to sell and what to grow in accordance with market 
conditions for different kinds of coffee (raw materials for instant coffee for Robusta, middle 
to high quality coffee for Arabica, Fair Trade market in European countries has stable 
minimum price, and so on). 

 Risks in trade market are quite high, and it is generally not viable for the farmers to 
engage in trading.  

 The coffee farmers can get 3 to 7-year loans from private banks in Pakse (land titles are 
required).  Traders, on the other hand, borrow rather short-term working capital from the 
banks. 

 The major market for middle to high-end market (Arabica) is traditionally in the European 
countries.  For high quality up-market, trading is based upon credibility of individual 
traders.  It is important to have experienced traders who know coffee market 
communities to do the marketing.  Fareast, including Japan and Korea, are prospective 
market for up-market coffee.  The traders are trying to develop new channels. 

 In order to get a high and stable price at up-market, it is needed to establish a brand as 
premium coffee such as “Bolaven Coffee” to be well known and recognized like a brand of 
“Blue Mountain” coffee.  At present, there is no brand for them.  Thus, price difference is 
not so large between medium-class and high-class coffee for Lao coffee.  

 Low-market coffee (Robusta for instant coffee) is for emerging markets of middle to low- 
income countries.  

 The farmers can do primary processing of coffee cherries (remove cherry immediately 
after harvest) and in so doing, increase their share of value added.  The farmers should 
have good skills to do that; otherwise the selling prices will be lower.  In case of Robusta, 
price is much lower regardless of processing, raw coffee cherries are sold to factories in 
bulk and a factory processes them. 

 Many coffee farmers also grow leafy vegetables.  Based on interviews in 2 villages in 
Pakxong District, 60% of their incomes are from coffee, 30% from leafy vegetables 
(cabbages and Chinese cabbages), and 10% from small livestock.  

3.2 GUIDING PRINCIPLES OF DEVELOPMENT STRATEGY 

The study team proposes three guiding principles to draw development strategy.  These are 
the principles to realize development vision and concepts, by overcoming issues on one hand, and 
maximizing potential on the other.  These principles are “concentrating resources into specific 
market”, “overcoming low-density economy”, and “developing basis for economic activities and 
encouraging private sector’s initiative”.  In the following section, these principles are explained. 

3.2.1 Concentrating resources into specific (niche) market 

The population of Lao PDR is only 6.2 million and thus domestic market is small.  If production 
and distribution of goods is aimed at only its domestic market, it is often too small to make it 
                                                   
29 Sizes of coffee plantations by Lao coffee companies are not huge (around 30 to 300 hectares).  
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efficient and competitive in comparison with produce of the surrounding countries including China, 
Thailand and Vietnam.  Any commercial production needs to have a certain level of scale of 
production.  In case of a country with a small domestic market such as Lao PDR, it is necessary 
to include a plan to export right from the beginning.  For the southern region, it is important to 
target both Thai and Vietnamese markets.  In doing so, it is also important to find and utilize 
something, either natural environment or resources that only Lao PDR has and its neighbors do 
not have. 

The products exported from the southern region that have characteristics that foster niche 
market potential are summarized in Table 3-1. 

Table 3-1   Export products, markets, and characteristics 
Products Market Characteristics 

Coffee European countries and Asia 
(Japan, China, Korea, etc.) 

Personal connections between Lao coffee traders and the buyer’s 
community of the up-market in the European countries and other 
countries. 

Leafy vegetables (cabbage, 
Chinese cabbage) 

Urban market in Thailand 
and Lao PDR 

Leafy vegetables can be produced 3 months earlier in the Bolaven 
Plateau than in Thailand. 

High-Value Added Vegetables Japan Combination of good soil and farms under direct management can 
produce high-quality vegetables. 

Banana, Cassava Thailand, Vietnam 
As the economies of neighboring countries grow, demand for those 
crops grow on one hand, and labor and land to produce them falls 
short of supply in these countries. 

Source: Study Team 

Those characteristics of the present exports are the result of utilization of Lao’s unique qualities 
including historical experiences (introduction of coffee by the French), available land with very 
fertile soil, and high altitude of the Bolaven Plateau (good for high quality Arabica coffee, early 
rainy season for leafy vegetables).  It is required to find more of such Lao specific resources and 
new niche markets30.  For those existing produce for niche markets, it is important to make them 
more value-added31. 

3.2.2 Overcoming low-density economy 

Population of Lao PDR is small for its land area.  In the southern region, population density in 
the forest areas is very low and socioeconomic links between scattered villages have remained 
very weak.  This was a quite rational way of spatial development, as far as subsistent agriculture 
being the major form of livelihood.  As the cash economy has spread and commercial agriculture 
has been introduced as an important item in the development agenda, this low-density has proved 
to be a serious challenge.  The low-density population presents two problems.  Firstly, it is 
difficult to collect production of scattered villages to make it sizable and stable sources of supply.  
Secondly, there is no exchange of information that promotes matching between supply and 
demand of different villages.  This makes it difficult to create economic links between villages.  
This lack of information applies not only to commercial agriculture but also to handicrafts and agro 
processing included in “ODOP” activities.  

In order to overcome such situations, the following activities are needed.  
                                                   
30 In case of export of green vegetables to Thailand, Lao traders cannot take initiatives in Marketing that makes it difficult for Lao traders to 
explore new markets.  There are problems if they try to export to Cambodia or southern part of Vietnam (they have to pay unofficial fees 
to go through Cambodia).  
31 For example, export in forms of instant coffee, dried fruits, and tapioca starch, etc. 
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 Consolidating produce to strengthen bargaining power. 

 Creating network of villages in order to exchange information of supply and demand for 
raw materials and promote matching between them.  

 Creating and strengthening a base or hub (most likely a small town) to support matching 
activities and commercial agriculture.  

In order to shift from subsistent agriculture to commercial agriculture, it is required to produce 
crops constantly and in large quantities.  Each commercial crop has a different level of threshold 
in terms of quantity to be competitive.  For example, the following levels of quantity were raised 
during our interviews with the private sector.  These give us ideas that scale of production is quite 
large when it comes to being competitive. 

 200 tons of cabbages and Chinese cabbages from the Bolaven Plateau are exported to 
Thailand everyday during the period of March to August. 

 20,000 tons of coffee are exported from the Bolaven Plateau within 5 months (November 
to March). 

 A new factory for instant coffee near Pakse needs 35,000 tons of coffee every year to 
produce 450 tons of instant coffee powder per day. 

 A cassava-processing factory such as the ones in Laongam and Pakse districts needs 
400 tons of cassava to produce 100 tons of powder per day. 

 A sugar factory in the Savannakhet Province needs 5,000 tons of sugarcanes to produce 
550 tons of sugar everyday. 

3.2.3 Developing bases for economic activities and encouraging private sector’s 

initiative 

As cases of commercial agriculture in the Bolaven Plateau and Sepon District show, farmers 
have made use of existing support schemes by the government once they get good information.  
It is not only traders but also farmers who can do economically rational activities.  The 
government sector, both central and local, needs to strike a balance in which it does not interrupt 
freedom of business of the private sector on one hand, yet at the same time provide development 
bases and support to promote initiatives of private sector.  Allocation of resources (labor, land, 
capital, and technology) must rest upon market mechanism in order to make it most efficient.  A 
mechanism to promote initiatives of the private sector is also important from the viewpoint to make 
production activities economically viable and sustainable. 

In the southern region of Lao PDR, we observed economic relationships between foreign 
companies, Lao companies (traders or farms), and farmers as summarized in Table 3-2.  Given 
these situations, we propose some ideas of government support to encourage and promote 
initiatives of private sector. 
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Table 3-2   Economic relationships between companies, traders, and 

farmers and possible government support 

Type Example Characteristics Possible Government Support 
Type 1: Plantation 
under foreign 
company’s 
management 

Rubber, tree 
plantation, sugar 

- A company hires farmers on 
permanent basis to meet labor demand 
for year-round work (farmers become 
employed labor). 

- Initial investment is huge, and in most 
cases, only foreign capitals can afford. 

Land titles and land use plan (prevent 
conflicts between foreign companies and 
farmers) 

Type 2: Purchasing 
product 

Cassava, chicken, pig - Farmers pay for initial investment.  
- Production technique is not so 

sophisticated. 

- Support for initial investments and 
working capital of farmers.  

- Matching information (companies to 
purchase and farmers group to supply)  

Type 3：Transaction 
between traders and 
farmers 

Coffee, leafy 
vegetables, banana 

- Technology must be disseminated from 
core farms to the surrounding farmers. 

- Traders and land-owning farmers get 
loans from commercial banks in Pakse. 

- Research and development 
- New markets, new crops 
- Land use plan and land titles (secure 

collaterals of traders and farmers to 
get bank loans) 

Source: Study Team 

(1) Plantation 

Those companies managing natural rubber, tree, and sugar plantations are foreign companies.  
There is no need to support those companies in terms of finance and technology.  The study 
team observed some cases where a business plan was not implemented as it was planned due to 
unexpected conflicts related to land use rights between a company and local farmers (even when 
a company had a formal concession on a certain piece of land).  These kinds of conflicts are not 
only bad for companies but also for farmers’ economic activities.  Thus, the government sector 
should make land use plan and land use titles clear to every party.  

(2) Purchasing 

Those companies purchasing chicken or pigs are foreign companies (Thai companies).  
There is no need to directly support those companies.  On the side of farmers, however, they 
need to prepare cash to invest.  In case of livestock, they need to do initial investments (pigsty 
and henhouse).  The government sector is expected to support such initial investments.   

In addition, it is effective to provide matching service to companies to purchase and farmers 
groups to supply.  

(3) Transactions between traders and farmers 

As regards coffee and leafy vegetables (cabbages and Chinese cabbages), it is necessary to 
promote further improvement of quality.  There are some leading farms with high potential to 
become core technology centers to disseminate improved technologies to the farmers nearby.  It 
is, however, difficult for those farms alone to prepare funds and human resources to implement 
full-scale technological dissemination.  The government sector is expected to support them in this 
aspect. 

As regards production of leafy vegetables, they have already come to the point where they 
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need to have the government sector supports to explore new markets for cabbages and Chinese 
cabbages, and to introduce new crops, to prepare land use plan to accommodate shortage of land 
in the existing production center, to mitigate negative impacts of the mining sector, and to clarify 
land use titles that are required for farmers and traders to get loans from the banks. 

In the longer term, Dakchung District, with very fertile soil, is considered to be a good frontier to 
accommodate coffee and vegetable production spreading out from the Bolaven Plateau.  This 
means that farmers and companies will move in to produce those commercial crops.  Again, it is 
necessary to prepare a good land use plan, to monitor land use, and to set clear land use titles in 
order to make this move of development smooth and efficient. 

As regards research and development of production technologies, the government sector 
would not do it by itself, but would instead leave it to the progressive private sector to take 
initiatives.  The government sector is expected to support technological dissemination from those 
core technological centers to the private sector to the farmers.  In many cases, required 
technologies already exist in the neighboring countries.  The government sector can provide 
testing ground for new crops and financial and human resources support to the private sector at 
the initial stage of introduction of new technologies. 

3.3 DEVELOPMENT STRATEGY AND ITS STEPWISE IMPLEMENTATION 

The development strategy was formulated to achieve development vision described in the 
section 3.1 under careful consideration of preconditions described in the section 3.2 which may 
constrain economic development in the southern region, based on the understandings of current 
economic situations in Savannakhet Economic Region and Champasak Economic Region.  As 
the result, the following 6 strategies were taken into account as the economic development 
strategy for the southern region: 

 Strategy 1：Promoting appropriate land use,  

 Strategy 2：Formulating “One-Day Economic Areas” and other such centers,  

 Strategy 3：Enhancing “One-Day Economic Areas,”  

 Strategy 4：Connecting “One-Day Economic Areas,”  

 Strategy 5：Developing global linkages, and  

 Strategy 6：Enhancing support function of cities.   

These 6 development strategies correspond with the issues of Savannakhet Economic Region 
and Champasak Economic Region, which were identified in the section 2.3.  Figure 3-9 shows 
inter-relation between the development strategies and the issues. 
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Source: Study Team 

Figure 3-9   Matching of development issues and development strategies 

These development strategies should be applied in the order shown in Figure 3-10, which 
conceptually illustrates process of application of each strategy along with development stage of 
“One-Day Economic Area” in a certain area. 

“Strategy 1: Promoting appropriate land use” aims at consolidating land-use as an important 
basis of development and further development of areas like Dakchung District of Sekong Province 
where development is not yet emerged at this moment even though high potential is discernible. 

One-Day Economic Areas will be gradually generated and formulated by “Strategy 2: 
Formulating “One-Day Economic Areas” and those centers”, and be strengthened in terms of 
expansion of production volume, and improvement of variety and quality of products by “Strategy 
3: Enhancing “One-Day Economic Areas”.  At the stage when many “One-Day Economic Areas” 
have emerged through the strategies 1, 2 and 3, “Strategy 4: Connecting “One-Day EAs”” would 
be applied to establish network of One-Day Economic Areas to share information and activities 
with each other.   

When many “One-Day Economic Areas” have been networked and linked in economic regions 
like Champasak Economic Region, it would be time to apply “Strategy 5: Developing global 
linkages”, which aims at supporting a group of “One-Day Economic Areas” to approach a new 
foreign market.  In this stage, there will be large demand and opportunity to promote businesses 
related to the “One-Day Economic Areas” like supporting manufacturing, finance and business 
development services (BDS) in urban areas.  “Strategy 6: Enhancing support functions of cities” 
aims at enhancing such demand and opportunity in urban economy to form economic cycle 
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between “One-Day Economic Areas” based rural economy and urban economy in the economic 
region. 

 

Source: Study team 

Figure 3-10   Step-wise development strategy 

Details of each strategy are described in the following sections. 

3.3.1 Strategy 1: Promoting appropriate land use 

First of all, it is essential to clarify land use rights under appropriate land use plan.  To set up 
“One-Day Economic Area”, it is necessary to identify the village centering “One-Day Economic 
Area” and surrounding villages.  Then, it is necessary for farmers to secure land title or right of 
use without troubles against investors.  It is also of great importance for farmers to get loan from 
financial institutes as one of the important loan conditions. 

This strategy is not to be applied wantonly: in certain areas there’s need to strike balance 
between development and environmental conservation, while areas like Dakchung District require 
coordination of various developments, owing to raised development potential on account of the 
development of the National Road No. 16B, Sekong Bridge as well as clearing-up of unexploded 
ordinance (UXO). 

3.3.2 Strategy 2: Formulating “One-Day Economic Areas” and those centers 

“One-Day Economic Area” is a promising basis of economic activity in the rural areas.  The 
strategy aims at accelerating formulation of the core village centering “One-Day Economic Area” 
which would be a hub to lead to development of surrounding villages.  The village centering 
“One-Day Economic Area” should coordinate with “Focal Point” development policy of Lao PDR 
Government.  The formulation of “One-Day Economic Areas” shall start to be applied from the 
areas near the Bolaven Plateau where the original “One-Day Economic Area” was created, then 
gradually expand to other areas to cover Champasak Economic Region and Savannakhet 
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Economic Region.  For the success of “One-Day Economic Area” in the new areas, local traders 
should be involved as interfaces with the markets.  The trader shall have a sense on marketable 
products in potential areas to form “One-Day Economic Areas”.  The following activities shall be 
included in this strategy: 

 Off-set of capital shortage to introduce marketable products, 

 Technical and extension support to produce the marketable products, and  

 Support of providing community infrastructure which is necessary to produce and ship 
products. 

3.3.3 Strategy 3: Enhancing “One-Day Economic Areas” 

The Strategy aims at enhancing each “One-Day Economic Area” to picking-up more products 
with the following actions: 

 Improvement of quality and variety of the products by technical extension service on 
coffee and vegetables and introduction of cold-chain: it would contribute to stabilizing 
farmers’ income more as well as to motivate farmers. 

 Expansion of each “One-Day Economic Area”: road improvement would contribute to 
shortening time distance and expanding Day-Trip Home Range. 

 Raising accumulation of economic activities: Supporting development of community 
infrastructure and production expansion in the “One-Day Economic Area” would lead to 
accumulation of the production and distribution capacity of “One-Day Economic Areas”. 

3.3.4 Strategy 4: Connecting “One-Day Economic Areas” 

The strategy is focused on networking “One-Day Economic Areas” to share information 
regarding market and production among them, which would be carried out together with Strategy 3.  
This strategy expects to contribute to creation of new markets and production linkages by linking 
different “One-Day Economic Areas” with the following actions: 

 Intercommunication of different “One-Day Economic Areas” should be promoted to foster 
related industries and supply chain network of materials through information networking 
among the “One-Day Economic Areas” and exhibition at the southern region level or 
provincial levels 

 Local products should be promoted to be used more in the tourism sector by exploiting 
new tour routes based on Pakse attaching to ordinal tourism products like Wat Phu and 
Khong Phapheng Waterfalls in the region, which include villages with “One District One 
Product”, villages with minority tribes and agro-tourism etc. It can be achieved to utilize 
network of the One-Day Economic Areas. 

3.3.5 Strategy 5: Developing global linkages 

The strategy is to exploit new foreign markets and establish links to connect with “One-Day 
Economic Areas.” Necessary actions should be taken under public-private cooperation; in 
particular promotion to new buyers is important to exploit new foreign markets.  Competitiveness 
of products should be maintained and improved as well.  Necessary actions are as follows: 
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Source: Study Team 

Figure 3-11   Development of global linkage 

 Strengthening of cooperation and collaboration of rural economy with foreign and 
domestic commercial sectors that have international network: for example promotion of 
coffee. It is effective to establish semi-governmental promotion organization like “Lao 
Coffee Council” under public-private cooperation and to implement “Lao Coffee Sector 
Development Strategy” under preparation by GIZ and ADF. 

 Pursuing niche market in the surrounding countries and international markets: for example, 
highland vegetables which can ship to Thailand during the off-season there, product 
branding of high quality coffee produced in highlands above 1,000 meters high, 
authentication of fair trade (activity of Association des Groupements de Producteurs de 
Café du Plateau des Bolovens: AGPC; The Bolaven Plateau Coffee Producers Group 
Association), promotion to advanced economic countries and middle east countries by 
authentication of organic and halal food, promotion to off-season market in northern 
Vietnam, 
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 Formulating new regional distribution routes to neighboring countries by utilizing the NR9 
(connecting Bangkok to Danang/Hanoi), the NR16 (connecting Pakse with Bangkok via 
Ubon Ratchathani), 

 Developing short-cut route to connect southern region to the East-West Economic 
Corridor by up-grading the NR 1G with passage through NR 9, 

 Provision of new rural feeder roads to connect Champasak Economic Region with 
Savannakhet Economic Region as a new rural transport axis, which would contribute to 
generate new focal points by gathering population along the axis. 

3.3.6 Strategy 6: Enhancing support functions of cities 

Pakse has the following functions in terms of regional economic activities: 

 Center of activities by merchants such as coffee traders, brokers taking care of trade 
procedure, brokers importing seeds and fertilizers for vegetables, 

 Center of sales and promotion, and administration of firms dealing with food processing, 
natural rubber plantation and mining development, 

 Support center of production in particular financing32, 

 Primary agro-processing base such as Dao-Heuang coffee factory,  

 Distribution center of consumer and producer goods, and  

 Tourism hub, in particular center of accommodation 

These functions have been gradually accumulated in accordance with establishing “One-Day 
Economic Area” in the Bolaven Plateau.  In other words, these functions have been accumulated 
to export products to Thailand (cabbages, Chinese cabbages, banana etc.) as well as to Europe 
(coffee). Pakse could be recognized as a gateway of the Champasak Economic Region to access 
foreign markets. These functions of Pakse should be strengthened in accordance with developing 
Champasak Economic Region by developing the surrounding area of the Bolaven Plateau and the 
Flatland as new “One-Day Economic Areas.” 

Meanwhile, there have been limited actualizations of development into “One-Day Economic 
Area” in the Savannakhet Economic Region thus far.  In this regard, it seems that the urban 
functions of Savannakhet (Kaysone Phomvihane) have not matured as much as those of Pakse.  
There is a high potential for Savannakhet to formulate “One-Day Economic Area” in relation to 
Vietnam, such that roles of Kaysone Phomvihane in the Savannakhet Economic Region cannot be 
foreseen at this moment. Savannakhet increasingly functions as a transshipment hub for 
international logistics between Bangkok and Danang/ Hanoi. Accordingly, it is realistic to 
strengthen urban functions to support merchants and firms to work in eastern parts of 
Savannakhet at earlier stage on one hand, and to support international logistics businesses along 
the NR 9 on the other hand.   

 

                                                   
32 Business development service functions should be strengthened in future. 
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4. ECONOMIC DEVELOPMENT PROGRAM 

 

 

 

4.1 PROGRAMING OF DEVELOPMENT STRATEGY 

The Southern region of Lao PDR consists of three economic zones: Savannakhet Economic 
Zone, Champasak Economic Zone and Attapeu Economic Zone. Among them, Champasak 
Economic Zone has the area where “One-Day Economic Area” is going to be formulated with 
coffee beans and vegetables in the Bolaven Plateau. It has also been seen that Pakse has grown 
its urban functions to support such commercial agriculture.  The advanced case of “One-Day 
Economic Area” can be seen only at limited areas, such that there aren’t any other cases in other 
areas in Champasak Economic Zone and Savannakhet Economic Zone.  6 strategies described 
in Chapter 3 aim at basically strengthening “One-Day Economic Areas” in Bolaven Plateau and 
networking them to serve as models, and applying and extending these models to the other places.  
The basic approach to apply the strategies is shown in Figure 4-1. 
 

 
Source: Study Team 

Figure 4-1   Adopting “One-Day Economic Areas” to an economic development program 

Transformation from self-sufficient agriculture to commercial agriculture will be done by 
introducing “One-Day Economic Area”, which will consist of strengthening “One-Day Economic 
Areas” in the Bolaven Plateau and networking them and extending such experience of “One-Day 
Economic Area” to other areas in the Champasak Economic Region as well as the Savannakhet 
Economic Region.  In this regard, the following components consisting of several projects shall 
be proposed:  
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Component 1: Rural and community development based on “One-Day Economic Areas” 

Component 2: Developing global linkage 

Component 3: Enhancing support functions of cities 

These components as shown in Figure 4-2 are proposed to implement the 6 strategies. 

Each component consists of several projects, and the projects consist of several sub-projects.  
Objective, aim and project details shall be explained in the following sections of 4.2, 4.3 and 4.4. 
 

 

Source: Study Team 

Figure 4-2   Economic development program for the southern region 

4.2 RURAL AND COMMUNITY DEVELOPMENT BASED ON “ONE-DAY 
ECONOMIC AREAS” (COMPONENT 1) 

4.2.1 Objective and intention 

The component of rural and community development based on “One-Day Economic Areas” is 
a substantial program to promote commercial agriculture in the southern region.  This component 
aims at further development of core self-sustaining production and distribution system done by 
land-owning farmers (named as “One-Day Economic Area” model), which is currently seen as an 
embryonic movement in the Bolaven Plateau, and applying this as a model in other areas of 
Champasak Economic Region and Savannakhet Economic Region. 
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The village to be a center of the “One-Day Economic Area” will be the most important role in 
the economic activities at inter-villages and Kumban level.  Meanwhile Lao PDR Government 
promotes “Focal Point” development policy in the rural areas to generate a center of social 
services.  Collaborating both, the village can be a center of economic activities and social 
services.  In particular, collaboration with community infrastructure development under the focal 
point policy, the village can develop necessary infrastructure through their own initiative to 
self-sustain production and distribution system. 

4.2.2 Projects 

To implement rural and community development program based on the “One-Day Economic 
Areas”, the projects are implemented to build basement and environment to enable free and 
self-sustaining activities of farmers and traders in production, distribution and marketing as well as 
to support community infrastructure development in the focal point villages.  The One-Day 
Economic Areas formulated and strengthened shall be networked to share information on 
production and market, and to build linkage of production.  The project shall be comprehensively 
implemented based on the economic zone, the following two projects shall be proposed:  

 Champasak Economic Region Enhancement Project, and  

 Savannakhet Economic Region Enhancement Project.  

4.3 DEVELOPING GLOBAL LINKAGE (COMPONENT 2) 

4.3.1 Objectives and Intention 

The component of developing global linkage aims at diversifying markets by improving 
accessibility to global markets of “One-Day Economic Areas” formulated and enhanced by the 
projects in component 1.  In the earlier stage, this component targets improving accessibility to 
the central and northern Vietnam from the Bolaven Plateau and to niche markets in the world as 
well as to establish product brand in the world as a coffee product place. 

In this regard, projects to improve infrastructure and institutions pertinent to transport and 
logistics to access northern Vietnam shall be taken into account.  Along the current movement of 
increased container transport along the NR 9, which connects Bangkok and Danang/ Hanoi as the 
East-West Economic Corridor of GMS, the logistics improvement projects shall be included in the 
component to accelerate this movement to increase logistics along the NR 9.  It would support 
products of the southern region by improving transport services. 

4.3.2 Projects 

This component consists of infrastructure development projects and institutional development 
projects regarding international logistics.  Rural feeder roads development shall also be taken 
into account to support networking “One-Day Economic Areas”.  The projects proposed are as 
follows: 

 Sekong Bridge project, 
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 Bridge renewal project (Old bailey bridges along NR16 and NR20), 

 Bridge construction project (NR1G), 

 Bridge renewal project (Old concrete and steel bridges along NR 9), 

 Feeder roads (provincial and district roads) development project, and  

 Logistics upgrading project.   

Locations of these projects are indicted in Figure 4-3. 
 

 

Source: Study Team 

Figure 4-3   Project location under developing global linkage (component 2) 

4.4 ENHANCING SUPPORT FUNCTIONS OF CITIES (COMPONENT 3) 

4.4.1 Objective and Intention  

The component of developing support functions of cities aims at strengthening urban service 
functions to support rural economy by promoting shift to commercial agriculture from self-sufficient 
agriculture under development and enhancement of “One-Day Economic Area”.  In particular, it is 
important to develop financing, business development services (BDS), trade and logistics and 
human resource development in Pakse and Savannakhet. 

Such developments of urban functions are to contribute to enhancement of production 
activities in the rural area, and to fostering distribution, market and agro-processing in the urban 
areas by linking with rural economy. 
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4.4.2 Projects 

This component consists of the projects to support local firms such as promotion of location of 
related industries, human resource development for entrepreneurs and community leaders and 
incubation and supporting SMEs, and the projects to strengthen linkage with global markets such 
as development of regional logistics facilities, development of NR16 by-pass and introduction of 
bonded area along NR9.  The projects shall be comprehensively formatted to target Pakse and 
Savannakhet, respectively: 

 Urban Function Enhancement for Pakse, and  

 Urban Function Enhancement for Savannakhet.   

Sub-projects in particular infrastructure development projects, under Urban Function 
Enhancement for Pakse Project are shown in the Figure 4-4. 
 

 
Source: Study Team based on the final report of “Preparatory Survey on Formulation of Basic Strategies for Regional Core Cities 

Development” 

Figure 4-4   NR13 Bypass and streets to be improved or developed 

4.5 IMPLEMENTATION SCHEDULE OF PROGRAM 

For implementation of the components, it is proposed to enhance activities under “One-Day 
Economic Area” in the Bolaven Plateau where the “One-Day Economic Area” has formed in the 
short term.  Experience from the Bolaven Plateau should be extracted to apply to the “One-Day 
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Economic Areas” in other places.  Based on the acquired experience and new knowledge, the 
projects to formulate new “One-day Economic Areas” in other areas shall be commenced.  Then, 
the One-Day Economic Areas in the Bolaven Plateau and surrounding areas shall be connected to 
each other in order to form network of One-Day Economic Areas.  Road and bridge development 
such as renewal of bailey bridges along NR 16 and NR 20 and construction of Sekong Bridge is 
proposed to promote enhancing and networking of the “One-Day Economic Areas” in the Bolaven 
Plateau in the short term. 

In the medium term, global linkage should be strengthened to improve accessibility of Bolaven 
Plateau to the foreign markets.  The One-Day Economic Areas in the surrounding areas of the 
Bolaven Plateau shall be strengthened.  And the One-Day Economic Areas shall be formulated in 
further areas like Dakchung and Taoy districts and districts in the Savannakhet Economic Region. 
Urban support functions should also be strengthened in Pakse in the medium-term. 

Regional development scenario based on the “One-Day Economic Area” and timing and 
inter-relations among the actions (sub-projects) is shown in Figure 4-5.   

 

Source: Study Team 

Figure 4-5   Road map for program implementation 
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5. CONCLUSION AND RECOMMENDATION 

 

 

 

5.1 CONCLUSION 

In the southern region of Lao PDR, farmers have been engaging in self-sufficient farming for 
many years.  Most of the farmers’ activity is traditional mixed husbandry consisting of rice and 
livestock production, and their production and revenue level are limited in the both the Flatland 
and Forest Area.  In the Forest Area with poor access, in particular, there are several rural 
villages where traditional self-sufficient activities such as slash and burn farming, collection of 
non-timber forest products (NTFP) and small-scale livestock production are still conducted.  On 
the other hand, land-owning farmers on the Bolaven Plateau have begun to produce commercial 
products such as coffee beans and vegetables by use of rich land resources and participation in 
market transaction.   

In the southern Laos, foreign capitals have been investing in plantation projects (natural rubber 
and commercial forestry, etc.) and mineral resource development projects in recent years, and 
these projects are going to start operation in the near future.  Savannakhet and Pakse, major 
cities in the southern region, work as administration centers, and commercial centers; however, 
activities of the foreign companies are conducted outside of these cities.  Foreign investment into 
the plantation business and mining development does not contribute greatly to the urban 
economy.   

In order to promote people’s participation in economic development and share the benefit 
among participants, economic development should not heavily depend on plantation businesses 
and mining development projects but should instead be led by commercial farming and urban 
economy which expand support to the commercial farming activities.  Basic concept on activating 
commercial farming is “developing the agriculture activities which are connected to the market.”  
In the Bolaven Plateau, land-owning farmers are producing coffee beans and vegetables based on 
market information, trading farm products and using free labor force in the Flatland during the busy 
coffee harvest season (from October to March).  The land-owning farmers are getting to acquire 
sense of business as a result of these activities.  Such signs of commercial farming are also 
observed in the eastern side of Savannakhet Province.  Farmers in the area have started to 
export cassava to Vietnam by their own arrangement in one day.  The study team names these 
day-base commercial farming areas as “One-Day Economic Areas”.  The “One-Day Economic 
Area” is in the vicinity of where farmers harvest commercial farming products, and bring to the 
market or traders in one day.  In the geographic and time vicinity, the land-owning farmers 
voluntarily work together, and engage in agricultural activity with consideration of the market and 
traders.  Such farmers’ activities raise productivity of farm products and value-added, and result 
in increase of revenue and investment for production expansion.   
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The study team proposes “Economic Development Program for the Southern Region,” which 
consists of three components.  These components are “rural and community development based 
on One-Day Economic Areas,” “enhancement of global linkage,” and “Enhancement of support 
function of cities.”  The program intends to enhance a model of “One-Day Economic Areas” in the 
Bolaven Plateau, and disseminate the model outside of the Bolaven Plateau.   

The first step of the program is to understand economic activities under “One-Day Economic 
Areas” and the formulation process, and enhance the activity in terms of production volume, 
quality improvement and production diversification.  It is necessary to coordinate formulation of 
the “One-Day Economic Areas” with “Focal Point” development policy promoted by Lao PDR 
Government.  In addition to enhancing the individual “One-Day Economic Areas,” it is also 
important to network the “One-Day Economic Areas” to each other.   

The next step is to promote economic development by expanding the model of “One-Day 
Economic Area” to the whole area of Champasak Economic Region.  In addition to that, it is 
necessary to connect expansion of farming products and trade volumes to business opportunities 
of the urban economy at Pakse.  Development of urban economy in Pakse generates demand of 
urban residents, and the demand generates new industrial activities.  Such circulative and 
self-sustained structure based on “One-Day Economic Area” is applied and disseminated through 
the Savannakhet Economic Region, following the Champasak Economic Region.  In the final 
step, these economic regions are linked with the international market, aimed to further 
development as a commercial farming area for specific market.   

5.2 RECOMMENDATION 

Signs of commercial farming are observed in the southern region of Lao PDR.  Land-owning 
farmers participate in trading of farming products and using free labor force from the plain area 
during the coffee harvest season.  The study team proposes that a development model of 
“One-Day Economic Areas” be identified as a new rural development model, and connected with 
“Focal Point Development” Policy, which is one of the important regional development policies of 
Lao PDR Government.  The development model of “One-Day Economic Areas” should be 
disseminated and applied to other areas of the southern region.   

In order to expand the development model, the study team proposes to begin with 
“Champasak Economic Region Enhancement Project” in the short-term.  In conducting the 
project, it is important to formulate a project implementation structure under which Lao 
government sector could continue the project independently.  In order to achieve the 
sustainability, the study team proposes to conduct a JICA technical cooperation program.  The 
activities consist of formulating prototypes of activities, promoting stakeholders participation in the 
activities, and setting up organizations because collaboration between business society, academic 
society and administration is needed to achieve the project’s targets.   

It is necessary to consider roles of the government sector in the project implementation.  The 
main actor for regional development is private sector consisting of farmers in rural areas, traders in 
cities and private businesses.  The roles of government sector should not interfere with the actors’ 
activities directly but should instead focus on supporting the private sectors’ independent 
economic activity.  Such support from the government sector would secure sustainability of the 
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project.  
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