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PUBLIC SECTOR CAPACITY FOR MANAGEMENT OF INVESTMENTS IN LAND AND 
PRIVATE SECTOR PARTICIPATION THROUGH PUBLIC–PRIVATE PARTNERSHIPS  
– A BACKGROUND NOTE FOR THE PROPOSED ADB CAPACITY DEVELOPMENT 

SUPPORT  
 

I. Introduction and Background 
 

1. Successive National Socio-Economic Development Plans have identified the private 
sector as the main engine of growth and the government‘s policy is to continue the transition to 
a private-sector led market economy. The government believes infrastructure will play a key role 
in the future of the country by promoting and sustaining economic and social development. Lack 
of adequate power supply in particular to the rural sector, poor rural communities cut off by 
badly maintained roads, farmers having difficulty to access markets, hospitals lacking basic 
equipment to provide quality health care, and infrastructure in many public schools in poor 
condition. However, the government does not have the resources to raise the substantial 
financing required to build these projects and would need to mobilize financing from the private 
sector. The government has recognized that the private sector has a large pool of resources to 
provide the required investment service. The government has continued to transform its 
exclusive role as a provider of services, from being its sole financial manager and operator, to 
be one of facilitators and regulators. 
 
2. While it has had policies in favor of attracting private participation in the power sector 
under successive NSEDPs, it is only since 2001 it has made private sector growth as a 
cornerstone of its policy, beginning with the policy to use land as capital. Lao PDR is well placed 
geographically to attract foreign investment from the rest of the GMS and from ASEAN, and 
private sector participation. Over the years, a broad range of reforms have taken place and 
have resulted in an improved investment, trade and private sector development (PSD). In order 
to achieve a GDP growth of at least 8% annually between 2011 and 2015, and to address the 
financing gap (well over 50% of the NSEDP 7 is to be financed by FDI), government is seeking 
domestic and foreign direct investment in key sectors – agriculture, education and health. Lao 
PDR aims to mobilize $1.6 billion of foreign direct investment per year that does not target these 
sectors. There is, however, a realization that the private sector can bridge the investment deficit 
and leverage the large pool of private capital to improve the efficiency and outreach of service 
delivery.  Specific strategies are being formulated to foster PSD, including improved regulations, 
enhanced market infrastructure, and active promotion of FDI in the agriculture, education, and 
health sector. However as yet there is no national level policy framework for private-sector 
engagement. 
 
3. There is evidence of growing interest by the private sector. Since 1998, the government 
has approved 4,470 investment projects worth US$24.4 billion. Of the total, investment capital 
of US$5 billion has come from domestic businesses and the rest from foreign investment. The 
biggest investment is in the mining sector, which amounts to about US$5.5 billion, followed by 
hydropower development (US$5 billion) and the agriculture sector (US$2.6 billion). 
Nonetheless, there has been a lack of coherent policies that lay down clear objectives and 
principles, identifies projects, set realistic targets and the means of achieving them.  In addition, 
the government is also challenged by growing governance and institutional gap, and lacks the 
capacity both at the national and the local government level to implement and enforce the 
current laws on investment to ensure long-term sustainability and widespread social gains. In 
the context of the proposed Governance and Capacity Development Program and the 
accompanying capacity development project, two issues have assumed significance – capacity 
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to enforce contract entered into with respect to land concessions and enlisting private sector 
support for potential public-private partnerships for improved service delivery.  
 
4. In view of the above, the proposed capacity development support to the government to 
strengthen public sector capacity and governance of delivery for effective management of 
contracts entered into with private sector investors concerning land concessions and for 
supporting advocacy and capacity development to create an enabling framework for 
development of PPPs is relevant. Details provided in subsequent sections provide a detailed 
background for the envisaged initiatives within the context of the proposed program. Details and 
supporting analysis based on the body of existing works undertaken by the World Bank, GIZ, 
and government agencies. 
 

II. Investment and Access to Land and Natural Resources: Challenges in 
Promoting Sustainable Development1 

 
5. Since 2001, the Government of Lao PDR (GOL) has established policies and strategies 
to promote the land and natural resources sector as one of the ―engines‖ for economic growth 
and development. 2 This investment-centric approaches to transform large tracts of land to gain 
higher economic development potential through production and extractive programs, has 
included a focus on plantations, the extraction of mineral resources, and also the utilization of 
land for hydropower and irrigation. This approach demands increased capital investment to 
enhance the productivity of land and natural resources. As a consequence, the natural resource 
sector comprising of the mining/extractive industries, hydropower and agriculture and agro-
forestry, plantations, have seen a rapid expansion of activities in Lao PDR. It is estimated that 
around 10 - 15% of the land area has been awarded for economic development purposes, 
including for mining, hydropower and plantations to foreign or joint venture investors for periods 
of up to 70 years. Government entities at different levels have issued numerous land 
concessions for plantations and mining operations.3 A combination of higher and more volatile 
global commodity prices, demand for bio-fuels, population growth and urbanization, as well as 
overall economic development is likely to imply that the impact of these land concessions will be 
of continued importance in the future.  

                                                
1
  Extracted from a ―think-piece‖ prepared by the World Bank in 2010, based on a request from Ministry of Planning 

and Investment (MPI) and in consultation with the then National Land Management Authority (NLMA). This was 
shared with all development partners during a seminar on December 13, 2010 at Don Chan Palace Hotel, 
Vientiane. Lao PDR. 

2
  Land Law 2002, Enterprise Law, 2005, Investment Promotion Law, 2009, Forest Law, 2009, EIA Decree 2010. 

―Sixth National Socio Economic Development Plan (2006-2010)‖ and ―Regulations for Implementing Decree 
192/PM on the Compensation and Resettlement of People Affected by Development Projects‖ (No. 2432/STEA, 
Vientiane, November 2005), NSEDP 7, and other policy documents. 

3
  Generally speaking, a land concession is the provision of a grant of a tract of land made by a government (or other 

controlling authority) in return for stipulated services or a promise that the land will be used for a specific purpose. 
The terms ―land concession‖ or ―lease‖ generally refers to arrangements where foreign, joint venture enterprises or 
fully/partially owned domestic enterprises are granted land areas, usually for a period not less than 30 years and up 
to 99 years, for investments in: (a) commercial production of cash crops or plantation forestry; (b) the range of 
mining and extractive industries sector land; and (c) hydropower generation. It does not include areas leased out 
under the ―contract farming‖ arrangements between farmers and processing and/or marketing firms. However, in 
reality, there will be several overlaps and, in order to overcome the procedural hurdles, in Lao PDR even 
methodologies usually adopted for contract farming have been reportedly extended to cover large concessions for 
plantation or forestry. In case of mining and hydropower concessions, relevant clauses enshrined in the Mining 
Law, 1997 are often incorporated into Mineral Exploration and Production Agreement (MEPA). 
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6. A spate of criticisms have emerged concerning grant of land concessions. Government 
regulations stipulate that for land concessions for agriculture and forestry, the agreements are 
required to include, as a minimum, essential information on: (a) project location; (b) 
extent/quantity of land area to be allocated; (c) an assessment of land suitability; (d) an 
inventory of current tree cover and other valuable immovable assets at the proposed site; (e) an 
inventory and survey of families living in the area, who are likely to be affected by the 
concession and who should be given a minimum package of services and support to recreate 
their livelihoods; and (f) total cost of the concession (payments to be made upfront, and over a 
period of time), profit-sharing and other financial/institutional arrangements. The contract should 
also include details such as current and permitted land uses for the region, expected 
investments, return arrangements for the land, environmental and social obligations. Taken 
together, these details form the investment proposal or plan that should be prepared by the 
investor in the first instance prior to the start of negotiations. However, within government, there 
is no standardized contract form or format – leaving comparability impossible - and the 
completeness and accuracy of the investment proposals are also debatable. Therefore, it is 
difficult to assess the true value of these investments when weighed against social and 
environmental impacts of any of the on-going concessions. This has provided the basis for 
considerable concern for the government and of the affected local communities. Debate on both 
issues assumed significance when the National Assembly, first in mid-2007, and recently in 
June 2012 raised concerns on the loss of natural resources through land concessions. This 
resulted in the Prime Minister issuing an instruction to suspend any further award of land 
concessions (over areas of 100 hectares) in 2007. In June 2012, the Minister of Planning and 
Investment has put on hold all concessions and extended the moratorium till December 2015.4 
The slowdown will give the government time to review policies and assess the effectiveness of 
existing projects.  

7. Several international non-government organizations have also expressed deep concerns 
about the risks of negative impact of these investments as against intended outcomes. There is 
a perception that most land concessions were awarded for negligible values and payments 
made only with least possible profit-sharing agreement both for the government and the 
communities. Concerns were also expressed with regard to: (a) government‘s stated 
justifications for appropriating land areas; and (b) weak provisioning of compensation for land 
areas expropriated to create public goods and there are likely abuses on both appropriation and 
expropriation of land areas. In theory, concessions can be awarded only for ―state land‖ and 
transfer of use rights to the investor should be in accordance with agreed and clearly defined 
terms and conditions, but in practice, the rules were largely flouted and that at times even 
privately held and used land areas were also awarded to concessionaires. Following is a 
summary of key challenges.  
 

(a) Government lacks sound instruments, tools or coherent procedures to verify the track 
record and capabilities of the potential investors. All of these have created a state of 
information asymmetry. As a result, in negotiating the land concessions, government 
agencies, often accept, presumably in good faith, the business plans prepared by the 
investors. In its review of land concessions in Vientiane province, the former National 
Land Management Authority (NLMA)5 reported that it was difficult to verify as many 
concessionaires claimed they had paid the fees. It was found that the legal status of 
several concessions were questionable as they had violated some of the existing 

                                                
4
  Vientiane Times, 26 June 2012. 

5
  National Land Management Authority, Findings of the State Land concession and Lease Inventory Project in the 

Pilot of Vientiane province, Phase II, Land and Natural Resources Research and Information Center, April 2009. 
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legislations or regulations (e.g., Forestry or Land Laws).6 Additionally, the review has 
reported, among others, the following concerns: (i) Several concessions were found to 
have violated the contract clauses or Laotian laws; (ii) Activities of some of the 
concessionaires were not in line with the government‘s environmental policies and 
guidelines; (iii) Some concessionaires had not invested on the land areas allocated; (iv) 
Social issues were not addressed in a few concessions (In some instances, it was found 
that the issues raised by the local communities were not looked into by the 
concessionaires); and (v) Legal status of some of the land areas presumably allocated to 
some concessionaires remains uncertain.  

 
(b) No evidence of allocative efficiency on land. Right type of land areas allocated at right 

costs, for the right purposes and providing benefits to right people. In every case, 
concessions were awarded on a specific condition that investments will be made. 
However, the overall investments actually made and recorded so far is patchy as the 
investors are reluctant to invest on land beyond nominal sums and consequently few 
concessions have generated anticipated revenue.  

 
(c) No comprehensive land concession information system7 exists to provide fundamental 

data including: location; extent and quality of land area that has been awarded, to whom, 
for what purpose, and for what timeframe. Consequently, government is not in a position 
to determine whether or not a particular area would be suitable for a concession and if 
so, how to determine a fair land value and compensation to private landholders. 
Obviously, unscrupulous investors will take advantage of such a situation.  

 
(d) Weak governance. Absence of a clear interface between national and subnational 

institutions and authorities, such as jurisdictional authority to negotiate, award, monitor 
land concessions has created legal ambiguity and opened up scope for rent-seeking and 
manipulation of the investment proposals. Government has an evolving system of 
decentralized functions, tasks and responsibilities for institutional mandates and, as a 
result, numerous small to medium sized land concessions are typically granted by the 
respective provincial (or district) authorities with little engagement and oversight from 
central agencies. 

 
(e) Fragmented institutional arrangements. Theoretically, though the roles and 

responsibilities of key agencies8 are well-described in several pieces of legislation and 
decrees, all agencies do not have requisite capacity to meet their obligations.9 For 
example, NLMA/MONRE is responsible for proposing land prices for each proposal but it 
does not have concrete standards or criteria for examining the investors plan against 
master land use plan and relevant cadastre.  

                                                
6
  NLMA has been integrated into the new Ministry of Natural resources and Environment (MONRE) since June 2011. 

7
  A comprehensive data base, preferably a computerized one, will have to be based on cadastre with digitized land 

maps providing details on both state and private land parcels and the present ownership and/or use rights for it. 
8
  Key agencies engaged in the allocation of land concessions are Ministry of Planning and Investment (MPI), Water 

Resources and Environment Administration (WREA), Ministry of Natural resources and Environment (MONRE), 
formerly National Land Management Authority (NLMA), and Ministry of Energy and Mines (MEM). 

9
  The components of capacity development areas are: ability of government personnel to develop, implement and 

manage a set of policies, procedures, standards to identify, negotiate, award and manage land concessions of 
various scale and scope; availability and assignment of skilled personnel at all levels; government instruments to 
provide incentives and sanctions for non-compliance by government personnel and subnational authorities; 
recurrent budgetary support to employ sufficient personnel with adequate facilities and resources to carry out their 
assigned functions in an orderly manner. 
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(f) Contract management is weak. Government agencies lack adequate capacity to 

negotiate the right contracts for concessions to ensure both a fair return and maintaining 
transparency and accountability and the need to develop these tools for good 
governance. The critical challenges remain in areas, such as screening methodology for 
reviewing business plans/proposals received for land concessions/leases, valuation, 
social protection measures, and public disclosures. 

 
8. In summary, it is fair to conclude that there is no systematic or unified monitoring and 
evaluation procedures in place. There is no methodology for monitoring performance of the 
concessions so that sanctions could be imposed on inactive or irregularly functioning 
concessions. The combination of weak institutional capacities dispersed contracting procedures 
and absence of performance audits have all led to inefficient and ineffective management of the 
concessions awarded to date.  
 

III. Lao PDR: Support to Develop an Enabling Framework for Public-Private 
Partnership with Special Focus on Education and Health Sectors 

 
A.  Lao PDR: Inadequate Resources for the National Socio-Economic Development 
Plan (NSEDP) and Education and Health Services in Lao PDR10 
 
9. Education and Health. These sectors are critical to the achievement of MDGs, and 
poverty reduction. Yet inadequate resources for education and health services in Lao PDR 
seriously undermine service delivery. Achieving the MDGs and the national development 
objectives on education and health will not be easy. Efficient service delivery, especially in key 
social services, such as education, and health care, is challenging due to insufficient resources. 
NSEDP7 underlines the need for improved delivery of social services to help achieve the 
Millennium Development Goals (MDGs) by 2015 and to graduate out of the ranks of LDCs by 
2020. Achieving MDGs in the health and education sectors merit equal importance. Despite 
increased budgetary allocations to meet the needs of two important sectors, resources remain 
inadequate when compared to the needs identified in these sector development plans.11  
 
10. In Lao PDR, education and health services are deficient. There is considerable variation 
between surplus provinces and deficit provinces, between priority districts and non-priority 
districts, between cities and villages and between non-poor and poor areas, and between 
localities with a high concentration of Lao-Tai and elsewhere. Lao PDR continues to experience 
low rates of school enrollment, especially for low-income families, girls and indigenous peoples. 
Poor quality, inefficiency and lack of inclusiveness are also issues. Education and health 
outcomes are low compared with East Asian standards. Adult literacy rate is 69 percent 
(average levels is 91% in East Asia) and life expectancy at birth is 61 years in Lao PDR (71 
years in East Asia). In view of the foregoing, frontline services, including access and quality of 
education and health outcomes fall short. Three major contributors to the overall low level of 
primary education and health service delivery are (i) insufficient resources, (ii) insufficient 
allocation of funds, and (iii) weak expenditure management.  Resources required for addressing 
the constraints and in developing the above two sectors (education and health) is beyond the 

                                                
10

 This section builds on the Lao PDR PET Report: Lao PDR: Public Expenditure Tracking Survey in Primary 
Education and Primary Health (March 2008), the World Bank. 

11
  In terms of the percentage of GDP, health financing received roughly half that of education in 2008-2009; together, 
they almost doubled from 2.5 percent of GDP in 2003-2004 to 4.8 percent of GDP in 2008‐2009. Source: Lao PDR, 

MOF, National Gazette.  
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capacity of the government, given the public finance deficit. Hence, the need to look at private 
sector support to develop these two sectors in Lao PDR. 
 
B.  Background – state versus non-state in service delivery 
 
11. Public sector capacity to deliver services in developing countries is severely challenged, 
and under resourced. This is most striking in the tardy progress in achieving key MDG goals, 
particularly in ensuring education and health outcomes. The state has the central responsibility 
in ensuring the provision of essential public services. Effective service delivery is however 
fraught with state failures. There is, however, an overwhelming body of research that attests to 
the pivotal role of non-state providers (NSPs) in addressing public sector challenges, and 
improving service delivery. They have the flexibility to be responsive and innovative, given 
appropriate incentives, and are able to effectively reach underserved areas and give poor 
people access to vital services that they would otherwise be denied. In fact, non-state providers 
present a significant resource for improving access and quality that the state should harness.12 
At the same time, by seeking to maximize opportunities for private sector participation, the 
government aims to reduce its financial burden, and achieve operating efficiencies. 
 

12. Relationship between the state and the NSPs, however, is characterized by deep 
skepticism, and a perceived reluctance to engage in open dialogue. Markets fail, and very often 
market oriented policies also fail to contribute to the achievement of efficient service delivery. In 
most cases, in developing countries, weak state capacity, paucity of information, and insufficient  
dialogue between the state and NSPs makes regulation and supervision difficult, and at times 
where reforms have been undertaken, to fill the gaps left by public provision, governments are 
often wary of endorsing them due to concerns over quality and accessibility. Should then 
essential services be provided by the state, or the private sector, or be a partnership between 
the two? The government faces the daunting challenge of balancing increased budgetary 
pressures with the demand for more and better public services.  
 
C. Public-Private Partnership (PPPS) in Education and Health Sectors 
 
13. PPPs are viable alternatives in education and health sectors. Case studies show that 
'pro-poor PPPs' are possible.13 PPPs can increase equity in education systems and improve 
education quality, make service delivery effective, and expand possibilities for alternative 
financing. Countries that have witnessed a surge in private education have achieved improved 
efficiency, more choice and wider access.14 In the education sector, there are as many as seven 
different forms of contracting, which are currently in use internationally.15  For instance, some 

                                                
12

  ADB and UNICEF. 2011. Non-State Providers and Public-Private Partnerships in Education for the Poor. Bangkok. 
13

  Pérez-Ludeña, M. 2009. Towards a New Model of PPPs: Can Public Private Partnerships Deliver Basic Services to 
the Poor? UNESCAP Working Paper, United Nations Economic and Social Commission for Asia and the Pacific: 
The research argues that the PPPs need to incorporate some of the strategies and methods of the informal sector, 
and include civil society organizations among their partners. 

14
  Patrinos, H.A., Barrera-Osorio, F. and Guáqueta, J., 2009. The Role and Impact of Public-Private Partnerships in 
Education, Education Section, Human Development Department, World Bank, Washington D.C. 

15
 Public Private Partnerships (PPPs) are a system where government services are funded and operated through a 
partnership between government and a private company or citizen based organization.  PPPs are used extensively 
in developed countries, which have led to their increased use in developing contexts.  Contracting is a type of 
PPP.  With careful design and management, contracting can bring benefits to the state including increased 
efficiency and the transfer of risks and costs to the private sector.  However, criticisms of PPPs include the 
complexity of the contracting that underlies these partnerships and the considerable government design, 
implementation and monitoring capacity that may be required to realize these benefits.  

http://www.gsdrc.org/go/display&type=Document&id=4158
http://www.gsdrc.org/go/display&type=Document&id=3275
http://www.gsdrc.org/go/display&type=Document&id=3275
http://www.gsdrc.org/go/display&type=Document&id=3268
http://www.gsdrc.org/go/display&type=Document&id=3268
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governments buy services, such as teacher training and curriculum design, while others 
contract for actual management of schools. Vouchers are another option (at times 
controversial), and that deserve consideration. Several findings underline the need for good 
design, accompanied by policy changes and regulatory frameworks to improve implementation 
as it is generally recognized that substantial involvement by private interests in education 
increases overall expertise and capacity in the sector.  
 
14. Private sectors play a key role in delivering health care. Very often, health providers, 
private hospitals, private doctors (with varying degrees of training), drug sellers, and other 
service providers are the first line of response when people require care. By some estimates, 
more than one-half of all health care—even to the poorest people—is provided by private 
doctors, other health workers, drug sellers, and other non-state actors. Public and private 
sectors of the health system often work in silos, underlining the need of technical and 
implementation support to strengthen capacity to work with their private health sectors. In the 
context of strengthening health systems in developing countries, a working group hosted by the 
Center for Global Development (2008-2009) examined the need for support, and recommended 
the creation of a global advisory facility to provide technical and implementation support to 
strengthen governments' capacity to work with their private health sectors.16    
 
D. Support by the Asian Development Bank 
 
15. Governments in most developing countries, however, are unable to maximize their 
choices, and undertake effective policy interventions such as regulatory reform, contracting, and 
risk-pooling. The Asian Development Bank (ADB) has been assisting several DMCs in 
promoting PPPs and providing support to capacity building and mainstreaming PPPs at the 
national, state and sector levels, both by way of technical assistance and loans. Recent ADB 
initiatives in Public Private Partnerships (PPP) in the Southeast Asia include support to 
Cambodia, Indonesia, Philippines, Thailand and Vietnam.17  
 
E.  Private Sector Participation to Deliver Public Goods  
 
16. In the above context,  the Government of Lao PDR has recognized the need for a PPP 
policy as the first step towards setting out a ‗roadmap‘ that fixes clear objectives, discusses the 
importance of reaching consensus, identifying the right PPP projects, setting realistic targets 
and establishing procedures for consulting key stakeholders. The PPP policy is needed to set a 
‗roadmap‘ for implementation. PPP policies are open to change. The policy process becomes 
one of continuity but with an inherent ability to innovate and take on new models of cooperation. 
The Government has also taken other concrete steps to initiate the PPP process through 
workshops to create awareness among the different government agencies relevant to the above 
process. ADB made a presentation at both these workshops.  
 

                                                
16

 Harding, A. 2009. Partnerships with the Private Sector in Health: What the International Community Can Do to 
Strengthen Health Systems in Developing Countries - Final Report of the Private Sector Advisory Facility Working 
Group, Washington, D.C.: Center for Global Development.   

17
 Cambodia - Assessment of PPPs in Cambodia: Constraints & Opportunities for Promoting PPPs; Indonesia -  
Establishment of Infrastructure Guarantee Facility (IGF), capacity building and preparation of PPP projects and 
private sector loan for infrastructure; Philippines -  Strengthening PPPs Policy and also for education and health 
sector; Thailand - Technical assistance for Mainstreaming PPPs, focusing on enabling frameworks, project 
development, pilot project support, and capacity building; Vietnam - Loan for the establishment of a Project 
Development Facility to fund pre- and full feasibility studies and transaction advisors to develop bankable PPP 
projects.  

http://www.gsdrc.org/go/display&type=Document&id=3793
http://www.gsdrc.org/go/display&type=Document&id=3793
http://www.gsdrc.org/go/display&type=Document&id=3793
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17. ADB also supported the Ministry of Planning and Investment (MPI) in the development of 

a draft PPP policy paper as a first step.18 Lao PDR is now in the early stage of PPPs. and the 
draft PPP policy framework will provide the basis for this new approach in Lao PDR. The 
Government will also develop a combination of policy and regulatory reforms, institutional 
support, incentives and financing modalities to bolster private sector participation in financing, 
developing and managing future infrastructure development projects. None of the infrastructure 
sectors in Lao PDR have a clear policy and regulatory framework to facilitate private investment 
in infrastructure. The draft Policy Paper‘s main objectives are: (i) Setting out the broad principles 
for pursuing a project on PPP basis; (ii) Providing a framework for identifying, structuring, 
awarding and managing PPP projects; (iii) Delineating the cross-sectoral institutional 
architecture and mechanisms for facilitating and implementing PPPs; (iv) Standardizing some of 
the vital interpretations and processes of PPP so that a clear and consistent common position is 
adopted in key issues; (v) Undertaking PPP projects through streamlined processes and 
principles; (vi) Developing governance structures to facilitate; (vii) Attaining appropriate public 
oversight and monitoring of PPP projects. The Draft Policy Framework comprises of 4 sections.  
 

(a) Section 1 defines PPPs, the different kind of arrangements normally entered with the 
private sectors, the need for sharing of risks, the different forms of PPPs, the treatment 
of unsolicited bids, and how the PPP process normally evolves in different countries.  
 

(b) Section 2 deals with the principles governing the implementation of PPPs, the preferred 
modes for undertaking PPPs, the need for enhancing transparency in PPP transactions, 
the concept of Value for Money to help decide whether PPP is the desirable option for 
developing a particular project, the different sectors where the Government of Lao PDR 
would wish to engage the private sector under its PPP agenda.  
 

(c) Section 3 covers the different phases of PPPs, the project identification stage, the 
development stage, the procurement stage and the contract management and 
monitoring stage. It covers the process of identification of a project pipeline, the carrying 
out of feasibility studies, transaction structuring, procurement and negotiations with the 
bidder and finally the managing and monitoring the implementation of the project.  
 

(d) Section 4 covers the enabling framework, the need for reviewing existing laws and 
regulations to decide on required amendments/ introduction of new laws to attract and 
provide comfort to the private sector in investing in PPPs in Lao PDR. It also covers the 
financial framework, the perceived role and responsibilities of different ministries in Lao 
PDR in the development and implementation of PPP projects, the need for a transparent 
and fair competitive bidding process, measures for developing institutional capacity 
among different ministries and department responsible for PPPs. Building on the 2009 
Law on Investment, the Ministry of Planning and Investment will develop the guidelines, 
policies, and procurement processes for PPP. The MPI will collaborate with other 
Ministries at the Center and with the provincial governments to promote an orderly and 
harmonized framework for the development of Lao PDR‘s infrastructure and to 
accelerate the development of a market for PPP projects 

 
18. There are three supplementary attachments to the draft Policy Paper – first outlines the 
proposed process for identifying and developing PPPs including the approval process, an 
important consideration to undertake what is feasible. This is the process being followed in Viet 
Nam. The second refers to the types of Government support, incentives, and guarantees that 

                                                
18

 The draft policy paper is currently under consideration by the Government. 
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may need to be considered to have the private sector participate in PPPs in Lao PDR; and the 
third is a flow chart showing the different stages of the PPP process for developing and 
implementing a project.  
 
19. The draft policy paper is the first step to kick-start the PPP process in Lao PDR. It will be 
necessary to receive highest level guidance to take forward the PPP agenda. Upon adoption of 
the PPP policy paper, there are expectations that the  Government will develop a combination of 
policy and regulatory reforms, institutional support, incentives and financing modalities to bolster 
private sector participation in financing, developing and managing future infrastructure 
development projects.  
 
F.  Private Sector Participation and Public Private Partnerships (PPPs) in Health and 
Education Sectors in Lao PDR – Constraints and Opportunities 
 
20. It is a common knowledge that PPP arrangements are established and used more 
frequently in the infrastructure sectors compared to social sectors. It is therefore inevitable that 
many of the PPP elements that characterize the social sector (health and education) 
arrangements are underpinned by the theoretical and practical experience of core infrastructure 
projects, especially in countries with sophisticated, or relatively modern economies familiar with 
modern capital market instruments and with a much more open, and market friendly and 
predictable policy environments.19  One must therefore tread with caution as attempts to  
introduce PPP models in social sectors is risky, and should recognize the  constraints, risks, 
and the policy and regulatory environment and the sector challenges. Lao PDR has its own sets 
of challenges in the education and health sectors, too. On the positive side, MOE&S has issued 
Ministerial Decision No. 1234 in 2011 and facilitated partnership between Technical and 
Vocational Training (TVET) institutions and the private sector to deliver training to students 
across a range of skill areas – as an initial step for PPPs on a pilot basis and has formulated a 
strategy for private sector participation in Health Sector. The Ministry of Health is finalizing a 
Health Financing Strategy and is actively seeking private sector participation within the mandate 
of the Health Care Law, and various Ministerial Decisions.  
 
21. One of the fundamental constraints is that Ministry of Education and Sports (MOES) and 
Ministry of Health (MOH) public officials lack the essential technical know-how, skills and tools 
and management systems to engage the private sector. This is not surprising, given the public 
finance constraints, and the institutional deficit, and inexperience in dealing with private-sector 
actors in policy and planning. There is always a mindset within the government to transfer all 
risks to the private sector while enlisting private sector support. There are also the supply side 
constraints, the private sector is diverse, virtually non-existent and identifying representative 
group is challenging. There is paucity of information on who private providers are and what 
services they offer. By some estimate, in the health sector, there are 222 authorized private 
clinics, and about 2,000 drug stores in Lao PDR. Statistics on private education services are not 
easily available. 
 
22. Public-sector skills and expertise in developing and managing strategies to influence and 
collaborate with the private sectors is evidently lacking. Managing meaningful interactions with 
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 Some features  such as elements of cross subsidization, and bankability, incentives for private sector, governance 
structure (multiple stakeholders including sub-national administration and community), political sensitivity, 
monitoring and evaluation of key performance indicators, human resource challenges, including change 
management strategy, operation and maintenance cost, etc., are common and to be addressed in the design of the 
PPP project.  
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the private sector require proficiency in basic principles of economics, regulation, business, and 
other fields. In summary, both conceptual and operational barriers have to be overcome. In 
addition, capacity constraints, there is vested interest and resistance from Ministry staff to 
collaborate with the private sector.  
 
23. Sector issues are also critical constraints. The major challenges for the health sector 
include accessibility and coverage in rural areas, ineffective management of existing 
infrastructure, and inadequate number and quality of healthcare professionals. The primary and 
upper-primary school sector is constrained by several factors including inadequate basic 
physical infrastructure (e.g., toilets, electricity, and drinking water), absenteeism of teachers and 
poor quality of training, and lack of leadership and ineffective management at school level. 
These are some of the challenges where PPP modalities would offer solutions. 
 

IV.  Conclusion 
 
24. ADB will seek to provide technical assistance for creating awareness within the 
government on the benefits of PPP followed by developing the required policy, legal and 
institutional framework for developing PPPs in Lao PDR. In parallel support capacity building 
and institutional strengthening over the medium term will also be required with a focus on social 
sectors (education and health). An incremental approach will be the preferred option. From 
experiences, developing formal PPP structures in health and education will be more complex 
and will require innovative mechanism, considering the country and sector specific needs.  This 
will also include support to help the line agencies carry project development work for select 
projects. 20  
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