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I. CURRENT DEVELOPMENT TRENDS AND ISSUES 

A. Recent Political and Social Developments 

1. Political stability has been maintained in the Lao People’s Democratic Republic (Lao PDR). 
Important socioeconomic development progress has been achieved. More women and technocrats 
have been appointed to senior government posts. The Government’s commitment was intensified in 
private-sector led growth, and more engagement of civil society in the development process.1 The 
pace of regional economic cooperation and integration with neighboring countries and beyond has 
expanded. Steady progress is being made toward achieving the Millennium Development Goals 
(MDGs). The 7th Party Congress in 2010 (which will determine the seventh national socioeconomic 
development plan) would need to maintain this momentum to ensure the country achieves the 
MDGs and other key socioeconomic development targets to graduate from the least developed 
country status by 2020. Lao PDR's progress towards MDGs is in Appendix 1, Table A1.1.  
 
B. Economic Assessment and Outlook 
 
2. Economic performance has been impressive over the past 5 years. Real gross domestic 
product (GDP) growth averaged 7.3% from 2003 to 2008, reflecting favorable mining, hydropower, 
commercial agriculture, and tourism activities. Per capita incomes climbed to $840 in 2008 from 
$581 in 2006 owing to growth and exchange rate appreciation. Progress in improving the business 
environment has boosted investor confidence,2 resulting in private investment levels soaring to 33% 
of GDP in 2008 from 24% of GDP in 2006—approved foreign investment reached a record high of 
almost $2.7 billion in 2006. The relatively high external current account deficits, averaging 15% of 
GDP during 2004–2008, have been financed through concessionary loan inflows and foreign direct 
investment (FDI). A comfortable reserve position averaging about 3.5 months of import cover ($620 
million) has been maintained since 2005 as a result of large FDI inflows and export earnings. Lao 
PDR's recent economic performance indicators are in Appendix 1, Table A1.2. 
 
3. Global economic crisis and outlook. There will be near-term adverse effects of the global 
economic crisis. The budget deficit is envisaged to widen to about 5.0% of GDP from the planned 
3.4% of GDP, resulting from the decline in global commodity prices (particularly copper) and a fall 
of about 20% in garment sector exports and tourist arrivals. In-migration of low-income workers 
from Thailand is putting new strains on the labor market. Weak growth in electricity demand in 
Thailand will delay construction of major hydropower projects in the next 3–4 years. Overall, the 
effects of the global crisis on the Lao PDR economy are envisaged to be relatively less than in other 
Asian economies because of its shallow domestic financial sector and the limited degree of 
enterprise and financial sector exposure to overseas sources of financing. However, there is a need 
to monitor progress closely since the impact is increasingly being felt in the real sector. Moving 
forward, the crisis provides opportunities to expedite structural reforms aimed at increasing 
revenues, improving the investment climate, and reducing poverty. It is expected that the global 
economic crisis will slow near-term economic growth to a still respectable 5.5% in 2009 because of 

                                                 
1  Prime Ministerial Decree No.115/PM on Associations, dated 29 April 2009. The Decree defines and formalizes the role 

of civil society organizations as development partners in the Lao PDR. 
2 Improvements to the enterprise environment include the enactment of the New Enterprise Law in April 2006; 

amendments of the Foreign Investment Law and the Domestic Investment Law in 2004 (these two laws were combined 
under the Investment Promotion Law in June 2009) and issuance of the implementing decrees in 2005; amendment of 
the tax and secured transactions laws in 2005; and issuance of the small and medium-sized enterprises decree in 2004. 
These have opened up large sectors of the economy to foreign investment, reduced the time required to register new 
businesses, and allowed firms to register directly with the Ministry of Industry and Commerce as a one-stop shop. The 
Enterprise Registry Office of the Ministry of Industry and Commerce, established in 2007, has adopted an “ex-post” 
approach to registration and licensing, which applies to all business sectors other than those on the negative list. 
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falling global commodity prices, a reduction in FDI, and the knock-on effects to tourism and retail 
sales from weaker performance in neighboring economies. Over the medium term, growth should 
rebound to 6.5%–7.5% per annum, as the country exploits its competitive advantage as a low-cost 
source of mineral resources, hydropower, commercial agriculture products, and tourism services.  
 
C. Progress in Poverty Reduction 
 
4. Rapid economic growth has contributed to substantial progress in poverty reduction, with 
the national poverty incidence falling from 33.3% in 2003 to 27.1% in 2008. As steady progress is 
being made to reduce income poverty, performance in reducing non-income poverty has been 
mixed—while important progress is being made, more attention is needed to fill the gaps for social 
service provision, environmental enforcement capacity, child malnutrition, and maternal mortality. 
Poverty is increasingly concentrated among certain regions and ethnic groups, and major 
improvements in government services are required to address non-income poverty and to improve 
the level of human resource development. Lao PDR's poverty and social indicators are in Appendix 
1, Table A1.3.  
 
D. Risk Assessment 
 
5. Steady progress has been made in improving governance, particularly in public sector 
financial management, corruption control, and fostering transparency in public sector decision 
making.3 This has led to a substantial increase in performance-based resource allocation from the 
World Bank and the Asian Development Bank (ADB) to the Lao PDR during 2005–2009. Despite 
considerable progress, program performance during the first years of implementation of ADB's 
country strategy and program (CSP) for Lao PDR was affected by risks in (i) exchange rates—
sharp increases in commodity prices in 2006 and 2007, and appreciation of the kip against the 
US dollar contributed to cost overruns in some projects; (ii) recurrent resources—although 
increased from 61% to 65% of public outlays from FY2006 to FY2008, recurrent spending remains 
insufficient to meet routine public sector operation and maintenance  requirements; (iii) procurement 
procedures—differences in tender and procurement procedures across line ministries and local 
governments have hampered the use of national systems for managing external assistance; (iv) 
anticorruption—with a ranking of 151 (out of 180 countries) in Transparency International’s 2008 
Corruption Perceptions Index, the Lao PDR continues to be classified as a country with relatively 
high levels of corruption; (v) financial management systems—public investment plans tend to be 
prepared without sufficient attention to realistic budget constraints, and annual budgets continue to 
be formulated without due consideration of approved sector strategies or investment plans; and (vi) 
implementation of the Nam Theun 2 Hydropower Project4 (NT2)—livelihood restoration for project-
affected people will be a long-term challenge, extending beyond the life of the project. ADB is 
mitigating these risks through ongoing and planned operations in the areas of public financial 
management, capacity development, and portfolio reviews and management. 
 
E. Implications for the Country Strategy   
 
6.  Continued relevance of the strategy. The Lao PDR CSP 2007–20115 poverty reduction 
strategy—(i) promoting pro-poor sustainable growth through private sector development and 
regional integration, (ii) fostering inclusive social development by accelerating progress in non-

                                                 
3 ADB’s Second Governance and Anticorruption Action Plan guidelines require two selected sectors to be reviewed. The 

process of finalizing the country risk assessment will extend beyond this country strategy and program midterm review 
period and is expected to contribute primarily to ADB's new country partnership strategy (2011-2015) for Lao PDR. 

4 ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Loan for the Nam Theun 
2 Hydroelectric Power Project in Lao People's Democratic Republic. Manila. 

5 ADB. 2006. Country Strategy and Program (2007–2011) of the Lao People’s Democratic Republic. Manila (endorsed by 
ADB’s Board of Directors in October). 
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income MDGs, and (iii) building capacity for good governance through improved financial 
management and effective use of the Nam Theun 2 Hydroelectric power project revenues—remains 
relevant in the current development context of the country. ADB’s priority sector support remains 
aligned with the four core sectors of agriculture, health, education, and infrastructure of the Sixth 
Five-Year National Socio-Economic Development Plan (NSEDP6),6 2006–2010. During the 
remaining implementation period of the CSP, emphasis will be further strengthened in line with the 
provisions of ADB’s long-term strategic framework (Strategy 2020)7. A core facet of the strategy—a 
move to coordinated capacity development and program and/or sector-based approaches in priority 
sectors—is fully consistent with the Vientiane Declaration on Aid Effectiveness (a localized version 
of the Paris Declaration)8 and its associated country action plan.  
 
7. Fostering Sustainable Development. Rapid natural resources sector-led growth, regional 
integration, and a strong upsurge in private sector development underscore the need to focus more 
attention on the “sustainability” of the development process—in its economic, environmental, and 
social dimensions. More attention is needed to assist the Government to: (i) manage the volatile 
financial flows from mining and what will be a succession of large hydropower projects; (ii) ensure 
sound water and land resource management in line with the Government’s National Climate 
Change Strategy Action Plan9 and ADB’s Climate Change Implementation Plan,10 support climate-
resilient development by mainstreaming adaptation and/or mitigation measures into ADB 
operations;11 and (iii) accelerate progress in achieving the non-income MDGs and boosting human 
resource development to meet skill and the widening income and opportunity gaps.   
 
 

II. IMPLEMENTATION OF THE COUNTRY STRATEGY AND PROGRAM 
 
A. Progress in the Country Strategy and Program Focus Areas 
 
8. During the first half of CSP implementation, the Lao PDR surpassed its income growth and 
poverty reduction targets for the entire 5-year period—a remarkable achievement. The NSEDP6 set 
a poverty reduction target of 25% for 2011, and by 2008 poverty levels declined to 27.1%. Likewise, 
the NSEDP6 included a per capita income target of $750 for 2011, and by 2008 per capita incomes 
had already reached $840.  
 

1. Sustainable Midterm Economic Growth 
 
9. Private sector development. Substantial progress has been realized in promoting the 
private sector as a lead agent in the economic growth and poverty reduction process. The private 
sector’s share in total investment has climbed from 36% in FY2001 to 60% in FY2008, and (net 
realized) FDI, from 37 countries, has soared from $385 million in 2005 to $972 million in 2008. The 
number of registered firms has been growing by 12% per annum during the last 3 years and visitor 
arrivals reached a record high of 1.7 million in 2008. Provincial public–private units have also been 
set up in recent years to facilitate dialogue between the public and the private sector. 
 

                                                 
6 Committee for Planning and Investment, Government of Lao PDR. 2006. Sixth Five-Year National Socio-Economic 

Development Plan, 2006-2010. Vientiane. 
7 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank 2008–2020. Manila. 
8 Vientiane Declaration on Aid Effectiveness, signed between the Government of the Lao PDR and representatives of 23 

partner countries and organizations at the Ninth Round Table Meeting in Vientiane on 29 November 2006. 
9 Water Resources and Environment Administration, Government of Lao PDR.2009. National Climate Change Strategy 

Action Plan. Vientiane. 
10  ADB.2009. Draft Climate Change Implementation Plan. Manila. 
11 Climate change adaptation and mitigation measures will be mainstreamed in ADB operations during the remaining CSP 

period.  
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10. The time and costs associated with business registration, which used to be among the 
highest in the region, have been substantially reduced—from 68 days in 2006 to 18 days in 2008—
as a result of deregulation efforts. The 2006 New Enterprise Law, whose implementation was 
supported by ADB’s Private Sector and Small and Medium-Sized Enterprises Development 
program,12 provides for businesses to register directly with the Ministry of Industry and Commerce. 
This has resulted in the reregistration of over 22,000 and new registration of 5,000 enterprises since 
June 2008. Also with ADB support, a national Small and Medium-Sized Enterprises Development 
Strategy was approved in August 2007, and in 2008 the Government agreed to allocate $2.0 million 
to boost small and medium-sized enterprises (SMEs) through a fund managed by the SME 
Promotion and Development Office as well as assigning the Lao Development Bank to focus on 
supporting SMEs.   
 
11. Financial sector. State banks have been recapitalized, and nonperforming loans reduced 
from over 13% in 2006 to about 1.5% of total loans in March 2009. The oversight of banks by the 
Bank of the Lao PDR has been strengthened with the support of the ADB-financed Rural Financial 
Sector Development Program and the Banking Sector Reform Program.13  Establishment of new 
private banks from 2007-2009 is helping to foster a more efficient banking sector. Although the 
financial sector is still shallow and remains dominated by state banks, access is steadily 
improving—in 2000 about 5% of the population had access to formal financial services, but the 
percentage almost tripled to 14% by 2008. The financial sector strategy of 2008 provides a clear 
roadmap for further improving the banking sector and establishing a capital market.  
 
12. Agriculture, rural development, and natural resource management witnessed steady 
progress in developing commercial agriculture and fostering rural development. The agriculture 
sector grew by 3.4% per annum between FY2006 and FY2008. More rapid rates of growth have 
been registered in a number of export-oriented cash crops, with sugarcane production increasing 
from 324,000 tons in FY2007 to 542,000 tons in FY2008 and forecast to reach 679,000 tons in 
FY2009. Vegetable production also increased from 734,000 tons in FY2007 to 1,013,000 tons in 
FY2008. Agriculture exports grew at double-digit rates since 2006 and reached $64 million in 2008. 
To foster sustainable agriculture and rural development, the Ministry of Agriculture and Forestry, 
with ADB support, is implementing a sector development plan and medium-term expenditure 
framework that emphasizes geographically targeted poverty reduction initiatives, community 
development, promotion of commercial agriculture, and environmental protection activities. Future 
ADB support would focus on the Government’s objective of transforming agriculture from a 
subsistence orientation to a diversified sector by addressing key bottlenecks to agriculture 
commercialization and mainstreaming sector governance to boost capacities for sector strategy and 
policy formulation for agriculture commercialization and subregional trade.  
 
13. In the area of water resources and the environment, important progress has been made. 
The Water Resources and Environment Administration is now providing oversight for water 
resources management and environmental impact assessments. ADB is leading and coordinating 
development partner support for the Government's Integrated Water Resources Management 
Support Program. ADB is facilitating the adoption of a river basin approach to water resources 
management by developing the regulatory and planning framework for integrated water resources 
management. Managing environmental risks to livelihoods, including those posed by climate 
change, requires multidimensional mitigation and/or adaptation measures. Biodiversity initiatives 
                                                 
12 ADB. 2007. Report and Recommendation of the President to the Board of Directors: Proposed Grant and technical 

assistance for the Private Sector Development and Small and Medium-Sized Enterprises Program Cluster (Subprogram 
1) in the Lao People's Democratic Republic. Manila. 

13 ADB. 2006. Report and Recommendation of the President to the Board of Directors: Proposed Loan for the Rural 
Financial Sector Development Program in the Lao People's Democratic Republic. Manila: ADB. 2002. Report and 
Recommendation of the President to the Board of Directors: Proposed Loan for the Banking Sector Reform Program in 
the Lao People's Democratic Republic. Manila. 
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are being combined with climate change resilience enhancing efforts. Priority will be accorded in the 
medium term to advancing ongoing initiatives under the national environment agenda, and 
promoting renewable energy and clean development mechanisms in line with the national climate 
change strategy.14 Lao PDR's environment indicators are in Appendix 1, Table A4.4.    
 
14. Energy. Considerable progress has been made in improving access to electricity and in 
exploiting the Lao PDR’s vast hydropower resources. As a result of new investment in transmission 
and distribution facilities, the proportion of households with access to power has increased from 
44% in 2005 to 58% in 2008. In terms of power generation, a fourfold increase in capacity is 
envisaged by the end of the NSEDP6 (2010). Toward this, 7 hydropower projects (totaling 2,521 
megawatts [MW]) are under various stages of construction—including NT2 (1,080 MW), Xekhaman 
3 (250 MW), Xeset (76 MW), and Nam Lik 1 and 2 (100 MW), Theun Hinboun Expansion (280 MW), 
Nam Ngum 2 (615 MW), and Nam Ngum 5 (120 MW). NT2 is expected to start generating electricity 
in early 2010, with the others between 2010 and 2015. Power exports in FY2008 reached just under 
$98 million, and bilateral power purchase agreements with Thailand and Viet Nam increased in 
2008 from 8,000 MW to 12,000 MW of electricity exports. There is considerable private investor 
interest in the sector, and some 15 medium-size hydropower projects are under various stages of 
negotiation and preparation. The Lao PDR needs to strengthen its capacity further to maximize 
benefits from hydropower development in a more sustainable way. Regular and intensive 
supervision of NT2 by ADB and the World Bank has resulted in extensive improvement in the 
nation’s financial management system, and better environmental and social assessment tools and 
capacities.  
 
15. Transport. With a population density of 25 persons per square kilometer, and 40% of about 
9,300 rural villages having no proper road access, development of the road transport network 
remains a key issue for the Lao PDR’s growth and regional economic integration. From 2006 to 
2008, the road network grew by an annual average of 2.5% for paved roads, 2.4% for gravel roads, 
and 3.4% for the entire network. More than half of the national roads are paved and there are just 
three provincial capitals (Phongsali, Saravan and Xayaburi) not connected directly by paved roads. 
By 2008, 120 of the 139 district centers were connected to the provincial capitals with all-weather 
paved roads. Many of the primary highways have been rehabilitated and are in good condition. 
However, they risk falling into disrepair because of inadequate maintenance. The Road 
Maintenance Fund, established in 2001, provides just 45% of the requirements for maintaining 
national roads. In addition to expanding the network, improvements have been registered in trade 
facilitation. Customs clearance processes and procedures have been improved with the 
establishment of computerized systems and the piloting of single stop customs clearance at 
selected border crossing points. As a result of steady improvement in trade facilitation and 
investment policies, Lao PDR’s trade with Greater Mekong Subregion (GMS) countries15 has 
increased to $3.4 billion by mid 2009 from about $1.5 billion in 2004.  
 
16. In addition to national road network improvement, support for the East–West and North–
South Corridor projects has improved subregional road connections and fostered commercial 
development in border areas. Although these projects have substantially improved access to 
essential services and markets, traffic levels remain relatively low along the main transport 

                                                 
14 ADB is assisting the Water Resources and Environment Administration to prepare the National Climate Change 

Strategy. Under the Greater Mekong Subregion Core Environment Program and the Biodiversity Conservation 
Corridors Initiative, climate change management capacity building efforts will be utilized for (i) risk and vulnerability 
assessments of (a) agriculture sector, i.e., food production and productivity; (b) infrastructure security, i.e., vulnerability 
of thermal, hydropower, transport, and urban sector investments (current and planned); (ii) carbon trading potential of 
land use changes, including forestry and subregional transport fleet traffic; and (iii) Reducing Emissions from 
Deforestation and Forest Degradation (REDD) preparedness and implementation.    

15  Countries of the GMS include Cambodia, Lao PDR, Myanmar, People's Republic of China, Thailand and Viet Nam. 
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corridors. An action plan to accelerate transformation into economic corridors and to facilitate cross-
border movement further is under discussion.  
 

2. Inclusive Social Development  

17. The education sector has made considerable progress in recent years. Net primary 
enrolment rates have increased from 58% in 1991 to 89% in 2008. Literacy rates have increased 
nationwide, and priority districts improved more than the national average, with primary age literacy 
in those districts rising from 31% in 1991 to 58% in FY2008. However, dropout rates remain high, 
and nationwide variations disguise sharp differences across regions and ethnic groups. With ADB 
support, the Government has developed an education sector development framework (ESDF) that 
covers all education levels. A unit cost system is being developed to help overcome the problem of 
insufficient recurrent resources in schools. The Government has adopted a National Plan of Action 
in support of the Education for All initiative by 2015; and in 2007, the Ministry of Education was 
restructured to add new capacities for quality assurance, inspection, inclusive education, and an 
education management information system. Progress is also being made in supporting effective 
policy implementation through decentralization of education planning, management, and 
institutional capacity strengthening, including teacher and administration development under the 
Government's 2006 Teacher Education Strategy and Action Plan and the ESDF in 2008. The 
effectiveness of education service delivery has been strengthened by adopting lessons learned 
from the ADB-supported Basic Education (Girls) project16 more broadly, including introducing multi-
grade teaching approach, recruiting and deploying ethnic teachers in remote and isolated areas, 
and providing core textbooks and teachers guides and supplementary materials for teaching and 
learning.17   
 
18. ADB’s strategy in the education sector continues to give priority to helping the Government 
expand access to a full range of quality basic education, focusing on lower secondary education for 
all children. However, continuing investment in basic education will need to be matched by a 
gradual shift in ADB’s sector assistance emphasis toward strengthening upper secondary education 
and by providing better vocational, technical, and higher education. As ADB’s assistance coverage 
in the education sector expands, a more comprehensive approach to education sector 
development—in planning, budgeting, and capacity building—will provide a platform for developing 
a programmatic approach to education sector development.  
 
19. Health. Steady progress has been made in achieving health MDGs, although substantial 
efforts would be required to improve maternal and child health status if MDG commitments are to 
be fulfilled. From 2005 to 2008, the under-5 mortality rate has declined from 70 to 60 out of 1000 
live births, the infant mortality rate from 70 to 61, and the maternal mortality rate from 405 out of 
10,000 to 370 out of 10,000 women. Full immunization coverage of eligible children reached about 
80%. The prevalence of HIV/AIDS is increasing, but good progress was made in scaling up 
HIV/AIDS control. Tuberculosis and malaria control have also been scaled up. A national 
surveillance and response capacity is in place against emerging and other infectious diseases of 
regional importance. Government spending on health has increased from 8% of public expenditures 
in 2006 to 10% in 2008, but remains low at about 3.2% of GDP or about $4.5 per person per year. 

                                                 
16 ADB. 1998. Report and Recommendation of the President to the Board of Directors: Proposed Loan for the Basic 

Education (Girls) Project in the Lao People's Democratic Republic. Manila. 
17 The Basic Education (Girls) Project has been widely acknowledged as one of ADB’s most successful interventions. It 

contributed to improving the living standards of the poor and ethnic minorities in 11 of the country’s 17 provinces by 
helping to expand access and improve retention of children in schools, improving the relevance of basic education by 
recruiting and training local ethnic teachers, and strengthening education management capacities. The project 
substantially boosted the net enrollment ratios and retention ratios of girls in the project areas. 
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The ADB-supported Health Systems Development Project,18 approved in 2007, is assisting the 
Ministry of Health (MOH) to prepare building blocks for a more coordinated approach to sector 
development. Through this project, ADB is helping MOH prepare its human resource development 
policy, improve several training programs, strengthen provincial planning and budgeting, pilot a 
results-based planning approach, launch health equity funds, and develop the next five-year plan 
(2011–2015). ADB and the Government are preparing to scale up the health equity fund and 
program approach to decentralized service delivery, and to strengthen provincial health systems 
management nationwide in a second health sector development program. Communicable disease 
control will continue to be supported under the GMS Program. 
 
20. Water supply and sanitation. After intense policy dialogue in 2007 and 2008, a new 
agreement with provincial governments on water tariffs has led to tariff levels that help assure 
financial sustainability and an agreement to convert the provincial water supply enterprises into 
more commercially oriented entities. This set the stage for the implementation of the 2009 Water 
Supply Law, which provides a more comprehensive framework for sustainable water supply 
operation. With ADB support, the Government developed a regulatory framework for the sector and, 
consistent with the provisions of the Water Supply Law, established a Water Supply Regulatory 
Committee. Ongoing ADB assistance through the Northern and Central Regions Water Supply and 
Sanitation Sector Project19 has assisted provincial governments and water supply enterprises to 
adopt innovative pricing policies, including elimination of up-front connection costs, which have 
boosted connection rates for water supply and sanitation by 90%. These initiatives have resulted in 
improved revenues, substantially enhanced sanitation coverage, and improved health levels. A 
Small Towns Water Supply and Sanitation Sector Project20 approved in early 2009 is developing the 
regulatory framework of the sector and assisting the Government to meet its water supply and 
health-related MDG targets. Completion reports for ADB projects show that assistance for urban 
water supply and sanitation has had a direct impact on girls’ schooling, as girls in the assisted 
communities no longer need to spend long hours collecting water. These projects have also 
substantially contributed to a reduction in waterborne disease. ADB’s future investments will build 
on these developments and take into account urban infrastructure development including solid 
waste management, transport, industrial estates, border towns, and the use of the Cities 
Development Initiatives for Asia.21    
 

3. Good Governance and Capacity Development 

21. Public sector financial management. Progress was registered in improving revenue 
mobilization, concentrating public finance on core poverty-reducing sectors, strengthening fiscal 
controls, and improving budgeting and financial control processes. Government revenues have 
increased from 14.6% of GDP in FY2006 to 15.5% of GDP in FY2008, with out-turns exceeding 
planned revenue each year. Public expenditures have remained steady at 19%–20% of GDP per 
year, while the share of public spending allocated to education, health, and social protection has 
increased from 20% of public spending in FY2007 to 29% in FY2009. Over the past 3 years, fiscal 
discipline has been maintained with the fiscal deficit (after grants) contained at 3%–5% of GDP 
each year. The Government is currently facing challenges to manage the budget shortfall caused 
                                                 
18 ADB. 2007. Report and Recommendation of the President to the Board of Directors: Proposed Grant for the Health 

System Development Project in the Lao People's Democratic Republic. Manila. 
19 ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Grant for the Northern 

and Central Regions Water Supply and Sanitation Sector Project in the Lao People's Democratic Republic. Manila. 
20 ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Grant for the Small 

Towns Water Supply and Sanitation Sector Project in the Lao People's Democratic Republic. Manila. 
21 Based in Manila, the Cities Development Initiative for Asia is a multi-donor (including ADB) program for assisting urban 

investment projects focusing on urban environmental improvement, urban poverty reduction, and climate change 
mitigation or adaptation.  
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by the global economic crisis. Expenditure and debt payment commitments have been met on a 
timely basis and solid progress has been made in reducing government arrears. The Government 
has shown strong leadership in implementing the reforms supported under the 2005 Public 
Financial Management Strengthening Program (PFMSP).22 The 2006 amended Budget Law is 
addressing weaknesses in intergovernmental fiscal relations by recentralizing the treasury, 
customs, and tax functions. A new Treasury Law, which provides for a single treasury account, has 
been prepared, and with ADB support an electronic government financial reporting system is being 
scaled up to a nationwide level from the nine pilot provinces. From 2005 to 2009, ADB support 
focused on building capacity to strengthen the medium-term budget framework, accounting, and 
auditing functions within the PFMSP framework. Although the anticorruption strategy is in place, 
there is a need for efforts to improve integrity and capacity, and to strengthen law enforcement. 
 
22. Capacity development. Steady progress has been made in building capacity in the 
government through improved recruitment, training, staff incentive, and coordination policies. ADB’s 
contribution to strengthening capacity remains anchored in its sector support, with assistance for 
key public investments combined with sector capacity development support for improved policy 
formulation, planning, financial management, and sector coordination. An important 
accomplishment under the GMS Program was the capacity created within the government to enter 
into power-purchase agreements and in the management of public–private partnerships for 
hydropower development.  
 
B. Highlights in Coordination of External Funding and Partnership Arrangements 

23. The Lao PDR continues to remain highly dependant on external assistance to finance its 
public investment program, with official development assistance (ODA) accounting for about 85%–
90% of total public sector capital outlays in 2006–2008. The Ministry of Planning and Investment 
estimates that total aid disbursements were $468 million in FY2006 and $413 million in FY2008. 
However, a substantial portion of ODA (primarily bilateral flows) is not captured in official accounts. 
The main coordination mechanism is the round table meeting process chaired by the Government 
and supported by the United Nations Development Programme (UNDP). The round table meeting 
of November 2006 resulted in the adoption of the Vientiane Declaration on Aid Effectiveness by the 
Government and 23 partners, including ADB. A country action plan was subsequently developed to 
define priority actions and to establish a monitoring framework for harmonization. Implementation of 
the plan requires development partners to focus their support on government programs in the 4 key 
sectors (infrastructure, agriculture, education, and health). ADB is closely coordinating with 
development partners concerned to foster a shift to sector-based program support in selected 
sectors. A matrix of development partner activities in Lao PDR is in Appendix 1, Table A4.5.  

24. Cofinancing. Increased attention to sector policy dialogue has inspired several partners to 
team up with ADB. As progress is made toward forging a more program-oriented approach to ODA 
in the Lao PDR, the number and scope of cofinancing partnerships is expected to increase. Building 
on achievements, ADB will pursue more strategic partnerships with other development partners, 
including Japan (health, infrastructure); Germany (vocational education, SMEs, rural development); 
France (health, water supply, rural development); European Commission (rural development, 
governance, private sector); Republic of Korea (education, infrastructure); Australia (education, 
water supply, infrastructure); Luxembourg (health, technical vocational education and training); and 
the Nordic Development Fund (climate change, infrastructure). New sources of funding support, 
including Carbon Credits, will also be pursued.     
 

                                                 
22 In November 2005, the Public Expenditure Management Strengthening Program was adopted. This was changed to the 

Public Financial Management Strengthening Program in 2007 as the scope was extended to include revenue 
management.   
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III. PORTFOLIO MANAGEMENT AND PERFORMANCE MONITORING ISSUES 

A. Portfolio Performance 
 
25. ADB’s current portfolio for the Lao PDR continues to perform well. Performance indicators of 
the 26 active loan and Asian Development Fund grant projects totaling $381.5 million ($140.8 
million in grants) and 24 technical assistance projects ($16.89 million) remain sound, with contract 
award and disbursement targets substantially met.23 During the last 3 years, the average start-up 
time for all projects and programs has averaged 7 months, which is below the ADB average of 8.1 
months. About 47.1% of loans became effective more than 90 days after loan signing, which is 
better than the ADB-wide average of 57.8%. ADB has undertaken 3 joint country portfolio reviews 
with other development partners. These resulted in a series of agreed actions to improve common 
portfolio performance issues and strengthen country systems. Country Portfolio Review Mission 
findings were integrated into the Country Programming Mission discussions to improve portfolio 
performance further. These include adoption of a project readiness filter to address start-up delays, 
close review and monitoring of counterpart fund requirements, strengthening country systems on 
procurement, and closely monitoring cost overruns in light of exchange rate fluctuations. ADB's 
portfolio performance indicators for Lao PDR are in Appendix 1, Tables A1.6–A1.9. The results of 
ADB's recent country performance assessments for Lao PDR are in Appendix 2.  
 
B. Results-Based Performance Monitoring and Evaluation 

26. Progress on the results of ADB operations have been monitored through project review, 
portfolio review, and programming missions. To track the results of ADB assistance, draft sector 
results profiles for agriculture, education, health, transport, and water and sanitation were prepared 
and discussed during the last joint portfolio review. Building of capacity for result-based monitoring 
and evaluation will be jointly addressed by ADB and the World Bank. A key challenge encountered 
in results-based performance monitoring and evaluation is staff resource constraints at the Lao 
Resident Mission. The resident mission is increasing its staff resource capacity to address this.  

27. CSP medium-term review lessons. The strategic thrusts of the CSP—focusing on pro-poor 
sustainable growth, inclusive social development, and governance—remain valid and relevant to the 
country’s evolving development context. This is consistent with the results of the Government’s 
NSEDP6 midterm review concluded in November 2008. The emerging issues—including sustainable 
natural resource management, climate change, and human resources development—will be 
addressed during the remaining CSP implementation process. There are 3 main lessons learned 
from this midterm review. First, strong political leadership of the reform agenda has proven 
invaluable to boosting investor confidence and in enhancing the implementation and effectiveness of 
external assistance, including ADB’s programs. Second, with the adoption of the Vientiane 
Declaration, the external assistance architecture is changing, and there is greater demand by 
development partners and the Government for ADB to play a strong facilitating role in helping the 
Government build the country systems needed to support programmatic assistance in the key 
sectors. Third, rapid economic growth is, unto itself, fostering new economic management 
challenges; to meet these, ADB will need to respond adequately to emerging issues through timely 
assistance, focusing on core sectors, and strengthen the resident mission’s capacity. The lessons 
learned have helped to shape ADB’s forward program and policy dialogue to strengthen the impact 
of the CSP further. 
 

                                                 
23 In 2008, ADB disbursed $60.37 million, of which $0.74 million was from its Ordinary Capital Resources, and 

$59.63 million from its Asian Development Fund loans and grants. Of the total, $8.6 million was in program loan 
tranches, and $51.03 million in project loans or grants.  
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28. Updated results framework. Although many of the features of a results-based partnership 
strategy were incorporated in the Lao PDR CSP, the results framework included in the CSP was not 
sufficient to track and manage for development results. The CSP results framework was updated to 
reflect progress and show more explicitly how ADB’s ongoing and new assistance is linked to the 
achievement of NSEDP6 targets, identify measures that will be used to mitigate anticipated 
program risks, and better link ADB assistance activities to anticipated results. The key constraints in 
the updated results framework are being addressed by ADB interventions, the Government, and 
development partners.  
 
29. Updated sector and thematic roadmaps. During the remaining CSP implementation 
period, ADB will further strengthen operational emphasis of the provisions of Strategy 2020 and 
continue supporting the 4 sectors of the Government's NSEDP6. Sector roadmaps of selected 
sectors and/or subsectors (agriculture, education, health, energy, transport) have been updated for 
better alignment and synergy. The updated roadmaps of selected sectors are in Appendix 3. A 
summary update of the selected sectors and thematic areas is in Appendix 3, Table A3.1. 
 
30. Forward program. ADB's lending and/or grant and nonlending program for 2010–2012 was 
prepared based on the 2009 planning directions and 2008 performance-based allocation for the Lao 
PDR of an indicative Asian Development Fund (ADF) level of about $57.6 million a year. About 20% 
of which is earmarked for subregional projects. To support the Government address the impact of 
the global economic crisis, an additional $35.28 million has been made available through ADB’s 
Crisis Response of Asian Development Fund – Allocation of Additional Liquidity fund for 2009–
2010.24 ADB will also draw on the regional ADF allocations and mobilize highly leveraged 
cofinancing operations, ADB-administered trust funds, public–private partnerships, special 
initiatives, and partnerships with other institutions. The Indicative Rolling Country Operations 
Business Plan, 2010–2012 is in Appendix 4. The 2009 assistance program is in Appendix 4, Tables 
A4.3 and A4.4. 
 

                                                 
24 ADB. Memorandum on Revised 2009-2010 ADF Allocation Incorporating Additional $400 million, 16 June. Manila.  
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MATRIX: UPDATED COUNTRY STRATEGY AND PROGRAM RESULTS FRAMEWORK 

 
 
Country Development Goalsa 

Country Strategy and Program Outcomes 
Focus 

Country Level 
Outcomesb 

 
Key Constraintsc 

 
CSP Outcomesd 

 
Outcome Indicatorse 

Key Areas of ADB 
Interventions  Risks 

Pillar I: Sustainable Pro-Poor Economic Growth 

NSEDP6:  Accelerate economic growth and improve the people’s quality of life, restructuring the economy and employment in building 
a market economy, based on the country’s rich resources and international integration. Further build the market economy.  

CSP:  ADB will assist the Government to improve policies and institutional capacity to support broad-based, private-sector-led growth.

Private sector 
activities increased 
 
Number of formal 
sector enterprises 
(i.e., with more than 
50 employees) 
increased by 15% per 
annum 

FDI laws are revised in 
2007  
 
Time required for SMEs 
to start a business 
reduced from almost 
200 days in 2005 
(annually) 

Support for SMEs 
and private sector 
development 
 

Domestic credit 
increased from 12% of 
GDP in 2005 to 18% 
in 2011 
 
 

State-owned 
commercial banks 
restructuring through 
strategic partners 
 
Developed government 
bond market in FY2009 

Banking and Rural 
Financial Sector 
Reform (ongoing) 
 

Financial Sector 
Assessment 
Financial Sector 
Development 
Program 

Policies and 
institutional capacity to 
support pro-poor 
private sector-led, 
sustainable growth 
improved 

 

 

Key NSEDP6 Targets 

GDP growth of 7.5%–
8% per annum  

GDP per capita of 
$700–$750 

Total investment of 
32% of GDP and 
private investment of 
22% of GDP 

Poverty rate reduced 
from 34% in 2002 to 
25% in 2011 

Inflation rate of 6%–
6.5% 

Underdeveloped 
private sector 
(overregulation of the 
enterprise sector, 
limited access to 
financial services, 
limited capacity to 
attract and sustainably 
manage large-scale 
investment) 
 

Rural households with 
transactions in a 
licensed or registered 
financial institution 
increased from 5% in 
2005 to 15% in 2011 
 
 
FDI in the agriculture 

Share of expenditures 
for research, extension 
services, market 
information, and 
livestock disease control 
increased (annually); 
irrigated areas 
increased 
 

Decentralized 
Irrigation, Nam Ngum 
River Basin, IWRM, 
Smallholder 
Development, 
Northern Irrigation, 
Roads for Rural 
Development 
(ongoing) 

May not be fiscally 
sustainable 
 
Mitigated by 
encouraging the 
Government to 
reduce regulatory 
barriers to private 
sector development 
and eliminate indirect 
subsidies 
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Country Development Goalsa 

Country Strategy and Program Outcomes 
Focus 

Country Level 
Outcomesb 

 
Key Constraintsc 

 
CSP Outcomesd 

 
Outcome Indicatorse 

Key Areas of ADB 
Interventions  Risks 

sector for export-
oriented products 
increased from 
$22 million in 2005 to 
about $88 million in 
2011  

  
Sustainable Natural 
Resources 
Management,  Small 
Hydropower, Rural 
Infrastructure 
Development, GMS 
Rural and Renewable 
Energy 

 
  

130,000 new jobs 
created each year 

 

 

 

Electrification rate 
rises to 70% and rural 
electrification rate to 
20% 

Generation capacity 
increases to 
5,800 MW 

Electricity exports 
increased from 
360 MW in 2005 to 
1,500 MW in 2010  

Energy regulatory body 
(i.e., a revamped 
National Energy 
Committee) to foster 
and oversee private 
investment in the energy 
sector established by 
2009  

Public–Private 
Partnerships for 
Power Generation 
and Export 

 

Unexpected 
impediments to NT2 
implementation  

Mitigated by intensive 
project supervision 

   GMS Power Trade 
Operating Agreement 
signed by FY2009 
 
NT2 successfully 
implemented in 2010 

Power Connectivity 
and Regional Power 
Exports 

NT2 (ongoing) 

GMS Nam Ngum 3, 
Nam Ngiep 1 
Hydropower, 
Nabong-Udon Thani 
Transmission, Power 
Interconnection 
(Bansok–Pleiku), 
GMS Northern Power 
Transmission, and 
Northern Area Rural 
Power Distribution 
(ongoing)  
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Country Development Goalsa 

Country Strategy and Program Outcomes 
Focus 

Country Level 
Outcomesb 

 
Key Constraintsc 

 
CSP Outcomesd 

 
Outcome Indicatorse 

Key Areas of ADB 
Interventions  Risks 

 Limited market access

 

Regional trade and 
investment flows 
increased 
 
Value of intraregional 
exports from the 
Lao PDR to other 
GMS countries 
increased from 
$188 million in 2004 to 
about $370 million in 
2011  
 

Average border crossing 
clearance times at major 
international land border 
checkpoints in the 
Lao PDR decline to 
60 minutes for 
commercial vehicles by 
2007, 45 minutes by 
2008, less than 
30 minutes by 2009 

 

Transport or 
Economic Corridor 
Development 
Northern Economic 
Corridor, Northern 
GMS Transport 
Network 
Improvement 
(ongoing), Second 
Northern GMS 
Transport Network 
Improvement, Roads 
for Rural 
Development 
(ongoing), 
Transport Sector 
Development Project 
 

 Limited access to 
infrastructure 
 

Transport corridors 
become economic 
corridors 
 

 GMS East–West 
Corridor Feeder 
Roads, Corridor  
Town Development, 
Special Economic 
Zones  

Increase in trafficking 
of women, children, 
and wildlife 
 
Increase in 
transmission of 
communicable 
diseases, e.g., 
HIV/AIDS, SARS, 
avian influenza  
 
Mitigated by linking 
social programs to 
corridor development 

  Total electrification 
ratio increased from 
41% in 2005 to 75% in 
2011 
 

Transmission and 
distribution losses 
reduced from 19% in 
2005 to 17% in 2010 
 

Northern Area 
Distribution (ongoing)

 

  Transport cost 
reduced by 15% from 
2005 to 2011 

Northern transport 
corridor completed in 
2007. Power grid 
extended along the 
corridor by 2012 
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Country Development Goalsa 

Country Strategy and Program Outcomes 
Focus 

Country Level 
Outcomesb 

 
Key Constraintsc 

 
CSP Outcomesd 

 
Outcome Indicatorse 

Key Areas of ADB 
Interventions  Risks 

   
Tourist arrivals 
increased by 40% 
from 2005 to 2011 
 
 
 
 
Business licenses and 
registrations in 
Savannakhet 
increased 

 
Northern GMS transport 
network extended (i.e., 
road connections from 
Sayabury and Luang 
Prabang and to Thailand 
under construction) 
 
Increase in road 
maintenance fund 
(share of user charges 
from 40% in 2005 to 
65% in 2010) 
 

 
GMS Sustainable 
Tourism 
Development Project 
(ongoing) 
 
 
 
Transport Sector 
Asset Management 
Improved 
 

 

   One window system at 
major international land 
border checkpoints 
established by 2008 
 

Trade Facilitation, 
CBTA 
 

 

 Limited capacity for 
conservation, 
sustainable 
management of 
shared resources, and 
social issues 
 

Measures to mitigate 
negative impact of 
development in GMS 
economic corridors, 
including human 
trafficking in the 
Lao PDR, adequately 
implemented 
 
 

Environmental impact 
assessments of GMS 
economic corridors 
undertaken by 2008 and 
biodiversity corridors 
established by 2008  
 

Biodiversity Corridors 
Linked to Economic 
Corridor 
Development 
 
Forthcoming: GMS 
Biodiversity 
Conservation 

Insufficient capacity 
for surveillance and 
enforcement of 
environmental and 
social safeguards on 
both sides of the 
border 
 
Mitigated through 
capacity building in 
biodiversity 
conservation projects
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Country Development Goalsa 

Country Strategy and Program Outcomes 
Focus 

Country Level 
Outcomesb 

 
Key Constraintsc 

 
CSP Outcomesd 

 
Outcome Indicatorse 

Key Areas of ADB 
Interventions  Risks 

Pillar II: Inclusive Social Development 

NSEDP6: Ensure the balance in economic development in parallel with social development and protection of the environment, solving 
urgent social problems and actively solving other ill behaviors in the society. Continue with progress on new changes to create 
comprehensive development approaches in the areas of education and capacity building; implement compulsory primary education 
programs; upgrade the level of quality of human resources to catch up with the new changes in the economic structures.  

CSP:  ADB will continue to play a leading role in supporting social development through programmatic assistance in the education, 
health and urban water supply and sanitation sectors. 

Poor quality of 
education because of 
insufficient recurrent 
finance and lack of 
trained teachers, 
books, and supplies  

Primary enrollment 
increased from 84% in 
2005 to 97% in 2015 
 
25% of total upper 
secondary enrollment 
will be in upper 
secondary vocational 
schools from 2015 
 
Increase in higher 
education enrollment 
from 30,000 in 2010 to 
60,000—with 20,000 
(33%) enrollment in 
private institutions—
by 2015 
 

Net enrollment rates of 
primary and lower 
secondary education 
reach 100%, with 
gender and 
socioeconomic parity, 
from 2011 onwards 
 
School management 
committees receiving 
education development 
grants 
  
Education expenditure 
share of national budget 
increases to 15% in 
2015 

Foster sector 
coordinated 
approaches for: 
 
Basic Education, 
Secondary Education 
Quality Improvement 
(ongoing), Technical 
and Vocational 
Education, Higher 
Education, and 
Education Sector 
Development 
(planned) 

Lack of readiness to 
realign investment 
and recurrent 
expenditure ratios 

 
Mitigated through 
support for education 
framework 
development 

Pace of social 
development to meet 
the MDGs accelerated 
 
Key NSEDP6 Targets 
(by FY2011) 
 
Under-5 malnutrition 
reduced to less than 
30% 
 
Primary enrollment 
rate of 90.6% 
 
 
Under-5 mortality of 
75 per 1,000 live 
births 
 
Infant mortality of 
55 per 1,000 live 
births 
 
Maternal mortality of 
300 per 
100,000 persons 

Inadequate access 
and affordability in 
health sector caused 
by inadequate 
spending on recurrent 
costs, weak 
management systems,

Quality of primary 
health care improved 

Infant mortality rate 
reduced from 60 per 
1,000 live births in 
2005 to 55 in 2011 
 

Existing primary health 
facilities upgraded 
during 2007–2011 
 
Number of trained 
health workers (doctors, 
nurses, paramedics, 

 
Health Systems 
Development  
(ongoing) 
 
Health Sector 
Development, 
 

Recurrent 
expenditure budgets 
may not be available 
 
Mitigated by fostering 
a sector-oriented 
assistance approach 
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Country Development Goalsa 

Country Strategy and Program Outcomes 
Focus 

Country Level 
Outcomesb 

 
Key Constraintsc 

 
CSP Outcomesd 

 
Outcome Indicatorse 

Key Areas of ADB 
Interventions  Risks 

 and insufficient staff 
skills  
 

 

Maternal mortality 
ratio reduced from 
350 per 100,000 live 
births to 200 by 2011  
 

village volunteers) 
increased  
 

GMS Communicable 
Disease Control II 

Insufficient financial 
sustainability and 
management capacity 
to deliver clean water 

Access to clean 
drinking water 
services increased 
from 50% of the 
population in 2005 to 
75% in 2011  
 

Targeted subsidies and 
credit facilities for 
primary health during 
2007–2011 introduced 
 

Northern  and Central 
Regions Water 
Supply and 
Sanitation (ongoing), 
GMS Corridor Towns 
 
Water Supply Law 
and Establishment of 
Water Supply 
Regulatory 
Committee 

Counterpart project 
finance may not be 
available 
 
Mitigated by fostering 
improved cost 
recovery 

 
Clean water access 
for 65% of the 
population and 70% of 
the rural communities 

 Participatory poverty 
assessment confirms 
that rural welfare is 
perceived to be 
improving and that 
women are 
increasingly 
empowered  
 
 
 

Urban water supply 
coverage in main 
underserved urban 
centers extended during 
2007–2011 

Urban Water 
Development  
 
Small Towns Water 
Supply and 
Sanitation (ongoing) 
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Country Development Goalsa 

Country Strategy and Program Outcomes 
Focus 

Country Level 
Outcomesb 

 
Key Constraintsc 

 
CSP Outcomesd 

 
Outcome Indicatorse 

Key Areas of ADB 
Interventions  Risks 

Pillar III: Good Governance and Capacity Development 

NSEDP6: Enhance the public administration activities with strong steps; and improve and upgrade the effectiveness of state 
organizations…solve the problems of bureaucratic phenomena and corruption; and uplift the capacity of government officials in 
performing their duties; continue to improve and strengthen the financial and monetary sectors by increasing the capacity of the 
national financial administration bodies. 

CSP: Good governance will be advanced by encouraging the Government to further enhance its regulatory and policy-making role; 
widening scope for private sector, civil society and community-based organization provision of essential services; and improving 
public sector financial management.  

Tenuous fiscal 
position because of a 
fall in government 
revenues and 
increase in debt 
service 

Government revenues 
increased from 10.9% 
of GDP in 2005 to 
15% in 2011 
 

Revenues increased by 
about 1% of GDP 
annually 
 

Implementation of      
5-year PFMSP 

Public Financial 
Management 
(ongoing) 

Weak revenue effort 
 
Mitigated by focusing 
policy dialogue on 
revenue mobilization 
and through NT2 
revenues 

Fiscal sustainability 
restored. Budget and 
poverty reduction 
priorities aligned. 

 

Key NSEDP6 targets 

Budget revenue of 
18.8% of GDP 

Budget deficit of 5.8% 
of GDP (excluding 
grants) 

Budget is not closely 
linked to the NSEDP6 
priorities 
 
Capital investment 
excessive compared 
to recurrent outlays  
 

Share of recurrent 
expenditures 
increased from 39% in 
2005 to at least 60% 
in 2011 
 

Medium-term 
expenditure framework 
used as guide for public 
spending in four key 
sectors during 2007–
2010 
 
Share of recurrent 
expenditures increased 
by about 5% annually 

PFMSP Institutional 
Reforms 

 
Cluster TA Support 
for National Statistics 
System, 
Implementation of  
the 7th national 
socioeconomic 
development plan  
 

Lack of political 
support for PFMSP 
reforms 
 
Mitigated through 
continued 
sensitization and 
policy dialogue 
 

 Weak treasury 
management, fiscal 
accounting, and 
auditing and reporting 

 NT2 (including policy 
conditions) implemented 
during 2006–2009 and 
revenues used for 
poverty spending from 
2010 

Capacity 
development for 
accounting 
department of MOF, 
Capacity building of 
State Audit Office 

Mitigated through 
multi-partner project 
supervision 



 

 

18
 
Country Development Goalsa 

Country Strategy and Program Outcomes 
Focus 

Country Level 
Outcomesb 

 
Key Constraintsc 

 
CSP Outcomesd 

 
Outcome Indicatorse 

Key Areas of ADB 
Interventions  Risks 

 
Financial statement and 
audit report published 
(annually) 
 

Capacity of selected 
sectors developed  
 
Capabilities of public 
officials improved  
 

Weak capacity of 
public institutions and 
public officials 

Sector strategies, 
improved budgeting, 
planning and 
management 
capabilities 
established in 
ministries in which 
ADB is providing 
support  

Each operation includes 
a needs assessment 
and specific long-term 
capacity development 
program 
 
Progress of capacity 
development program 
monitored (annual 
country portfolio review 
missions) 

All loans/grants 
approved during 
2007–2011 (including 
GMS loans) include a 
capacity 
development 
component 
 
GMS: Phnom Penh 
Plan Development 
Management 

Inadequate civil 
service performance 
incentives 
 
Mitigated by including 
performance 
incentive measures 
in aid to key sectors, 
such as education 
and public health 

     
CBTA = cross-border transport agreement; CSP = country strategy and program; FDI = foreign direct investment; GDP = gross domestic product; GMS = Greater 
Mekong Subregion; IWRM = integrated water resources management program; MDG = Millennium Development Goals, MW = megawatt, NSEDP6 = Sixth Five-
Year National Socio-Economic Development Plan; NT2 = Nam Theun 2 Hydroelectric Power Project; PFMSP = Public Financial Management Strengthening 
Program; SMEs = small and medium-sized enterprises; TA = technical assistance. a Selected components of the long-term national development agenda that 
overlap with ADB’s strategic priorities in the Lao PDR. b Strategic goals of the National Growth and Poverty Eradication Strategy and the NSEDP6. c As identified in 
the National Growth and Poverty Eradication Strategy, the NSEDP6, and sector and thematic assessments undertaken by ADB and development partners. d 
Achievement of these outcomes is the combined responsibility of the Government and its development partners, including ADB, the private sector, civil society, 
and other development agencies. e Indicators to track the success of implementation toward expected outcomes. Baselines, indicative targets, and indicators for 
monitoring progress have been identified and will be updated regularly. Sources: Government of the Lao PDR. 2003. National Growth and Poverty Eradication 
Strategy, Vientiane: Government of the Lao PDR. 2006. Sixth National Socio-Economic Development Plan, 2006–2010. Vientiane: Ministry of Planning and 
Investment, November 2008, NSEDP6 Mid-Term Review Report. Vientiane. ADB. 2006. Country Strategy and Program (2007–2011) of the Lao People’s 
Democratic Republic. Manila. 
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Appendix 1 

A1. COUNTRY AND PORTFOLIO INDICATORS 
 

Table A1.1: Progress Toward the Millennium Development Goals and Targets 
 

Goals and Targets Country Status 
 

Goal 1: Eradicate Extreme Poverty and Hunger 
Target 1: Halve, between 1990 and 2015, the proportion of people whose 
income is less than $1 a day. 
 
Target 2: Halve, between 1990 and 2015, the proportion of people who 
suffer from hunger. 

 
Poverty incidence has significantly declined from 46% in 1992 to 33.3% in 2002, and to 
27.1% in 2008 and with rapid growth and region specific interventions, the national 
target is therefore likely to be achieved.  
Under-nutrition levels for the under-5 group have stagnated at 37% between 2006 and 
2008. Income-generating activities are imperative to improve the nutritional status of 
children in the upland areas. 

Goal 2: Achieve Universal Primary Education 
Target 3: Ensure that, by 2015, children everywhere, boys and girls alike, 
will be able to complete a full course of primary schooling. 

 
The proportion of children reaching grade 5 had increased to 67% in 2007/2008. 
Primary enrollment increased to 89 in FY2008. The quantity and quality of education 
needs to be improved to attract and maintain increasing numbers of students. 

Goal 3: Promote Gender Equality and Empower Women 
Target 4: Eliminate gender disparity in primary and secondary education, 
preferably by 2005, and in all levels of education no later than 2015. 

 
The ratio of girls per 100 boys in primary education has risen from 77 in 1991 to 86 in 
2006. Over the same period, the ratio of girls to boys for lower secondary education 
improved from 66 to 78%, for upper secondary from 56 to 74%, and for tertiary from 49 
to 62%. 

Goal 4: Reduce Child Mortality 
Target 5: Reduce by two thirds, between 1990 and 2015, the under-5 
mortality rate. 

 
The under-5 mortality rate declined from 170/1,000 lives birth in 1995 to 98 in 2005 and 
75 in 2008, and is on track to exceed the MDG of 55 in 2015. 

Goal 5: Improve Maternal Health 
Target 6: Reduce by three quarters, between 1990 and 2015, the maternal 
mortality ratio. 

 
The maternal mortality ratio declined from 650/100,000 live births in 1995 to an 
estimated 405 in 2005,  but low coverage of skilled birth attendants (25% in 2008) 
makes an MDG target of 260 in 2015 difficult to achieve. 

Goal 6: Combat HIV/AIDS, Malaria, and Other Diseases 
Target 7: Have halted by 2015, and begun to reverse, the spread of 
HIV/AIDS. 
 
Target 8: Have halted by 2015, and begun to reverse, the incidence of 
malaria and other major diseases. 

 
HIV prevalence currently remains low at 0.06%. With increasing regional integration, 
increased efforts and awareness are needed.   
 
Death rates from malaria have declined from 9 per 100,000 in 1990 to 0.4 in 2005 and 
considerable progress has been made in reducing TB incidence. 

Goal 7: Ensure Environmental Sustainability 
Target 9: Integrate the principles of sustainable development into country 
policies and programs and reverse the loss of environmental resources. 
 
 
 
Target 10: Halve, by 2015, the proportion of people without sustainable 
access to safe drinking water. 
 
Target 11: By 2020, achieve a significant improvement in the lives of at 
least 100 million slum dwellers. 

 
While environmental management is integral to NSEDP6, the Lao PDR’s forest 
resources, which covered about 70% of total land area in the 1970s, had declined to 
42% by 2000, and the loss of forest cover is estimated at about 134,000 hectares per 
annum. Hunting and illegal wildlife trade continues to put pressure on fragile habitats 
and wildlife communities.  Climate Change poses a new set of challenges.   
With 74% of the population having access to safe drinking water in 2007, the Lao PDR 
is well on the way to achieving its MDG target of 80% access by 2015. 
 
Urban slum dwellers are not a significant problem. 

 
HIV/AIDS = human immunodeficiency virus/acquired immunodeficiency syndrome, MDG = Millennium Development Goals. Source: Ministries of Education and Health of the 
Government of the Lao PDR (various documents). United Nations Development Programme. 2008. Millennium Development Goals. Vientiane. 
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Table A1.2: Country Economic Indicators 
 

 Fiscal Yeara 
Item 2004 2005 2006 2007 2008 

A.  Income and Growth      
 1. GDP per Capita ($, current) 420.6 492.4 568.3 672.6 840.2 
 2. GDP Growth (%, in constant prices) 6.4 7.1 8.1 7.9 7.2 
  a. Agriculture 3.1 2.5 3.5 6.2 2.0 
  b. Industry 12.2 15.9 21.5 6.5 10.0 
  c. Services 7.4 6.7 5.3 12.1 9. 7 
     
B. Saving and Investment (current and market prices, % of GDP)  
 1.  Gross Domestic Investment 30.0 30.2 31.1 39.7 37.1 
 2. Gross National Saving 10.9 11.7 20.3 21.9 18.2 
      
C. Money and Inflation (annual % change)   
 1. Consumer Price Indexb 10.5 7.2 6.8 4.5 7.6 
 2. Total Liquidity (M2) 22.4 8.1 17.2 38.7 18.4 
     
D. Government Finance (% of GDP)   
 1. Revenue and Grants 13.6 14.5 15.8 17.8 15.9 
 2. Expenditure and Onlending 18.2 17.4 18.6 20.9 19.3 

3. Overall Fiscal Surplus (Deficit) (4.6) (3.0) (2.9) (3.1) (3.4) 
      

E. Balance of Payments      
 1. Merchandise Trade Balance (% of GDP) (18.3) (19.0) (12.8) (21.9) (20.0) 
 2. Current Account Balance (% of GDP) (16.5) (16.9) (10.3) (15.8) (16.5) 

3. Merchandise Export ($) Growth (annual % change) 13.5 27.6 67.1 5.2 24.1 
4. Merchandise Import ($) Growth (annual % change) 34.5 20.3 25.1 33.7 30.0 

     
F. External Payments Indicators     

1. Gross Official Reserves (including gold, $ million in 
     months of current year’s imports of goods) 

3.3 2.8 3.2 3.9 3.4 

 2.  External Debt Service (% of exports of goods and services) 7.5 8.1 5.7 12.5 10.3 
 3. Total External Debt (% of GDP) 82.3 77.1 63.1 59.1 53.1 
     
G. Memorandum Items     
 1. GDP (current prices, KN billion)c 25,553 29,663 35,983 40,858 46,700 
 2. Exchange Rate (KN/$, average)c 10,907 10,642 10,415 9,694 8,707 
 3. Population (million) 5.57 5.66 5.75 5.87 5.94 
 
( ) = negative, GDP = gross domestic product, KN = Lao Kip, M2= money supply. Source:  Department of Statistics, Ministry of Planning and Investment, 
Government of Lao People’s Democratic Republic; International Monetary Fund, 2009 Article IV Consultation report, Washington, DC; Asian Development 
Bank. 2008 and 2009. Asian Development Outlook. Manila. 
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Table A1.3: Country Poverty and Social Indicators 
 

Item Period 

A. Population Indicators 1995  2005  2008/09  
1. Total Population (million) 4.5  5.60 (2005) 5.94 (2008) 
2. Annual Population Growth Rate (% change) 2.2 (1975–03) 2.40 (2005) 2.10 (2008) 
B. Social Indicators       
1. Total Fertility Rate (births/woman) 5.6  4.5 (2005) 4.3 (2007) 
2. Maternal Mortality Ratio (per 100,000 live births) 656 (1998) 405 (2005) 405 (2005) 
3. Infant Mortality Ratio (per 1,000 live births) 104  70 (2005) 70 (2005) 
4. Life Expectancy at Birth (years) 51  61 (2005) 62.5 (2007) 
 a. Female 52  63 (2005) 65.2 (2007) 
 b. Male 50  59 (2005) 60.5 (2007) 
5. Adult Literacy (%) 60.0  73.0 (2005) 77.1 (2007) 
     a. Female 47.9  56.0 (2002–04) — — 
     b. Male 73.5  77.0 (2002–04) — — 
6. Primary School Gross Enrollment (%)a 69  84.0 (2005/06)b 89.2 (2007/08) 
7. Secondary School Gross Enrollment (%)a   58.0 (2004/05)b 59.2 (2007/08) 
8. Child Malnutrition (% below age 5) 40 (2000) 37 (2005) 37 (2007/08) 
9. Population Below Poverty Line (national, %) 39.6 (1997/98) 30.7 (2005) 22 (2007/08) 
10. Population with Access to Safe Water (%) 53 (1999) 67 (2005) 74 (2007/08) 
11. Population with Access to Sanitation (%)  42 (1999) 48.28 (2005) 50  (2007/08) 
12. Public Education Expenditure (% of GDP) 3.2 (1999–01) 2.49 (2004/05) 3.73 (2007/08) 
13. Human Development Index   0.545 (2005) .601 (2007) 
 Rank    133 (2005) 130 (2007) 
14. Gender-Related Development Index   0.540 (2003) .593 (2005) 
  Rank   102 (2003) 114 (2005) 
C. Poverty Indicators       
1. Poverty Incidence 38.6 (1997/98) 33.5 (2003) 27.1 (2007/08) 
2. Percent of Poor to Total Population       
      a.  Vientiane Municipality 12.2 (1997/98) 26.2 (2002/03) 26.2 (2002/03) 
      b.  North  52.5 (1997/98) 35.5 (2002/03) 35.5 (2002/03) 
      c.  Center 34.9 (1997/98) 35.5 (2002/03) 35.5 (2002/03) 
      d.  South 38.4 (1997/98) 30.8 (2002/03) 30.8 (2002/03) 
3. Poverty Gap 10.3 (1997/98) 8.0 (2003)c 8.0 (2003)c 
4. Poverty Severity Index 4.0 (1997/98) 2.8 (2003) 2.8 (2003) 
5. Inequalityd 35.7 (1997/98) 33.0 (2002–03) 33.0 (2002/03) 
6. Human Poverty Index   38.2 (2003) 34.5 (2005) 
  Rank   72 (2003) 70 (2005) 

 
— = not available, GDP = gross domestic product. a The gross enrollment ratio is defined as the number of students enrolled in a level of education, whether or not they belong to 
that age group for that level, expressed as the percentage of the population in the age group 6–10 years for primary school, 11–14 for lower secondary school, and 14–16 for 
upper secondary schools. b Net enrollment rates. c Poverty gap at $1 a day (%) d Refers to Gini index. The Gini index refers to inequality of per-capita real consumption, which 
takes into account differences in the cost of living and changes in monthly consumer prices. Sources: Laos Expenditure Consumption Survey 4—Poverty in Lao PDR; Ministry of 
Planning and Investment; Lao PDR. 2008. National Socio-Economic Development Plan, 2008–2009. Vientiane. Department of Statistics; Lao National Human Development 
Report. Vientiane; United Nations Development Programme. 2008. Human Development Reports and Development Indicators, various years.  
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Table A1.4: Country Environment Indicators 
 

Indicator 1985  Latest Year 
A. Energy Efficiency of Emissions     
 1. GDP/unit of energy use (PPP $/kgoe) —  2.431(kgoe) (2004) 
 2. Traditional Fuel Use (% of total energy use) —  61.7 (2004) 
 3. Carbon Dioxide Emissions  —    
  a.  Million Tons  —  16.4 (2004) 
  b.  Metric Tons per Capita —  0.2 (2002) 
  c.  From Deforestation  (million tons) —  48.4 (2007) 
  d.  From Petrol Use   (million tons) —  0.96 (2007) 
B. Water Pollution: Water and Sanitation —    
 1. Total Population with Access to Safe Water (%) —  74.0 (2007) 
 2. Urban Population with Access to Sanitation (%) 30 (1990) 49.0 (2007) 
C. Land Use and Deforestation     
 1. Forest Area (million hectares) 11.15a (1992) 9.8 (2002) 
 2. Average Annual Deforestation      
  a.  Thousand Hectares  —  134 (1992–2002) 
  b.  % Change —  0.6 (1992–2002) 
 3. Rural Population Density (people/km2 of arable land)   495.0 (2001) 
 4. Arable Land (% of total land) 3.5 (1990) 4.0 (2002) 
 5. Permanent Cropland (% of total land) 3.58b (1992) 5.06 (2002) 
D. Biodiversity and Protected Areas     
 1. Nationally Conservation Forest      
  a.  Million Hectares  — — 3.6 (2007) 
  b.  % of Total Land — — 14.5 (2007) 
 2. Mammals (number of threatened species) — — 60c (2002) 
 3. Birds (number of threatened species) — — 72 (2002) 
 4. Higher Plants (number of threatened species) — — 2.0 (2000) 
 5. Reptiles (number of threatened species) — — 10 (2002) 
     7.  Fishes (number of threatened species)   9 (2002) 

E. Urban Areas     
 1. Urban Population (million) 0.78 (1995) 1.2 (2003) 
  % of Total Population   20.7 (2003) 
 4. Solid Waste Generated per Capita (kg/day)   0.75 (2004) 

 

— = not available, kg = kilogram, kgoe = kilograms of oil equivalent, km2 = square kilometer, PPP = purchasing power parity. Sources: Asian 
Development Bank. 2007. Key Indicators. Manila; Ministry of Agriculture and Forestry. Government of Lao PDR (various documents). 
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Table A1.5: Development Coordination Matrix 
 

Coordination 
Mechanism 

 

• Overall country operations: round table meetings, monthly United Nations country team meetings, quarterly funding agency 
coordination meetings, country strategy and program mission consultations, and country portfolio review mission consultations 

• Sector and thematic areas: coordination through sector and crosscutting development partners working groups, sector or 
subsector focus, and geographical focus (e.g., northern region). 

• Project level coordination: project processing and/or review mission consultations, cofinancing arrangement, and quarterly 
portfolio review meetings. 

 
Current ADB Other Development Partners’ Strategies and/or Main Activities Sector 

Strategy/Activities Multilateral Institutions and the UN System Bilateral 
European 
Commission 

Livestock and integrated rural 
development; forest conservation 
 

Australia Grass cultivation for livestock 

FAO Improving protection from animal 
diseases (GMS countries); 
integrated for production sheet 
 

Finland Production forestry management

IFAD Agriculture development; rural 
development 

France Irrigation; biodiversity; basin 
watershed management; rural 
development; promotion of 
agriculture production 
 

IRRI Rice production Germany Food security; rural 
development 
 

Mekong 
River 
Commission 

Agriculture; irrigation and forestry 
program; water usage program; 
environmental program 

Luxemburg Community initiative support; 
rural development project; 
community development 
 

UNCDF  Eco-development and irrigation  Sweden Upland development; 
environment; environment 
management phase I 
 

UNODC Shifting cultivation stabilization; 
balance approach to opium 
elimination 
 

United Sates Drug control 

Agriculture 
and Natural 
Resources 

Irrigation, rural 
finance, commercial 
agriculture support, 
shifting cultivation  
stabilization, 
agriculture 
production 
improvement, 
shifting cultivation 
stabilization 
 
Environment policy, 
river basin 
development, 
industrial tree 
plantation 
 
GMS biodiversity 
corridor 

UNDP Agro-biodiversity; watershed 
management; biodiversity; multilateral 
environmental agreements 

Viet Nam 
 

Irrigation; food production; 
survey and design of mine 
mapping 
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Current ADB Other Development Partners’ Strategies and/or Main Activities Sector 
Strategy/Activities Multilateral Institutions and the UN System Bilateral 

 
  World Bank Agricultural development in 

southern areas; sustainable 
forestry and rural development; 
rural livelihood; Nam Theun 2 
social environment 
 

  

European 
Commission 

Basic education development in 
northern region 

Australia Basic education (girls); 
capacity building 

UNICEF Basic education for girls; 
development of children and 
women 

Belgium Improvement for vocational 
training center (south) 

Denmark National capacity building 
France Basic education; support 

agriculture college 
Germany Vocational training; nonformal 

education; human resource 
development and economic 
marketing promotion  

Japan Primary education; national 
university; scholarship support 

Luxembourg Vocational training 
Norway Strengthening education for 

law and order training 
Sweden Primary education 

 

Education  
 

Basic education, 
teacher training 
(focus on  
northern region) 
 

Strengthening  
decentralized 
education 
management 
 

TVET and higher 
education 

World Bank Secondary education; education 
and health service delivery 

Korea, Rep. of Higher education; technical 
vocational education  
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Current ADB Other Development Partners’ Strategies and/or Main Activities Sector 
Strategy/Activities Multilateral Institutions and the UN System Bilateral 

ILO Social security, trafficking in 
women and child labor 

Australia Primary health care, health 
and social development, 
HIV/AIDS for Lao Red Cross, 
sustainable community 
livelihood in Vientiane, rural 
women in community 
development and family health 
care in Vientiane and 
Xaysomboune 

UNICEF Child survival intervention, woman 
in development, HIV/AIDS 

Belgium Rural development in the 
south, health system reform, 
social security 

UNDP Gender resource information, 
trafficking of women and children 

Canada Rural development in the 
south 

UNFPA Strengthening of health service 
through public health network 

France Training at Mahosot Hospital 

Germany Primary health care 
Japan Malaria control, hospital  
Luxembourg Primary health care and 

planning, support for health 
sector 

Health and 
Social 
Protection 

 
 

Primary health care 
(focus on northern 
region) 
 
GMS 
communicable 
disease control 

World Bank Health system reform, malaria 
control, health service  
improvement 

Sweden National drug policy program 
 

France Transmission 
 

Energy GMS power trade 
and transmission 

 National-level 
power program 

World Bank Rural electricity, non-formal 
electricity 

India Transmission 

GMS power trade 
and transmission 
National-level 
power program 

Korea, Rep. 
of 

GMS Northern Power Transmission China Hydropower (IPP): Nam Lik 1–
2, Nam  5, Nam Ou, and Xeset 
2  

National-level 
power program 

Nordic 
Development 
Fund 

Northern Area Rural Power 
Distribution  

Viet Nam Hydropower (IPP): Xekaman 1 
and 3 

 

Power trade and 
transmission 
National-level 
power program 
 

  Malaysia Hydropower (IPP): Don 
Sahong (Mekong), Nam Sane 
3 and Nam Theun 1. 
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Current ADB Other Development Partners’ Strategies and/or Main Activities Sector 
Strategy/Activities Multilateral Institutions and the UN System Bilateral 
GMS power trade 
and transmission 
National-level 
power program 

  Russia Hydropower (IPP): Nam Kong 
1 and Sekong 4 

National-level 
power program 

  Norway Hydropower (IPP): Nam Sim 
 

UNDP Support for ICT systems 
 

Germany Rural communication 

Japan Roads, bridges, and GMS 
roads, improvement of 
international 
telecommunication systems 

GMS tourism 
infrastructure 
development 
 
Rural access roads 
 
Road construction 

World Bank Infrastructure development; 
national road maintenance and 
capacity development 

Sweden Road survey and 
maintenance, Road 8, radio 
station 
 

Road improvement KfW of 
Germany 

Road improvement Russian 
Federation 

Road and bridge improvement 

Bridge construction Japan Bridge construction Australia Bridge construction 
Road improvement Nordic 

Development 
Fund  

Roads for rural development and 
road safety improvement 

Thailand Road and bridge improvement 

Road improvement Japan Supply of construction equipment, 
road and bridge improvement 

  

Transport, 
and ICT 

Road improvement Sweden Road and bridge improvement, and 
road maintenance  
 

  

UNICEF Water supply and hygiene Australia Water supply program 
 

Belgium Strategy planning for water 
supply and wastewater 

France Water supply extension 
Japan Water supply improvement 

Water 
Supply, 
Sanitation, 
and Waste 
Management 

Urban 
development, 
Northern/Small 
Towns Water 
Supply and 
Sanitation 
Water Supply Law 
and Water Supply 
Regulatory 
Committee  
 
 

World Bank Water supply sanitation 

Sweden Rural water supply and 
sanitation 
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Current ADB Other Development Partners’ Strategies and/or Main Activities Sector 
Strategy/Activities Multilateral Institutions and the UN System Bilateral 

European 
Commission 

WTO accession, bank training, 
credit for SMEs; livestock farmer 
support, increase farming 
profitability 

Australia Regional trade areas, reform 
ASEAN Australia Development 
Cooperation Program 

GTZ Human resource development for 
market economy program 

Canada APEC Economic Integration 
Program: trade policy capacity 
building 

UNDP Integration into international trading 
system, National Human 
Development Report on 
international trade and human 
development, ASEAN Support 
Project, implementation of 
multilateral environmental 
agreements  

Finland 
 

Production management 

UNIDO Industrial governance, private 
sector development and SME 
promotion, manufacturing 
productivity, market access, 
investment and trade facilitation 

Industry, 
Trade and 
Finance 

State-owned 
commercial banks 
reform, rural and 
microfinance, SMEs 
and private sector 
development 
 
Trade facilitation 
and cross-border 
transport 
agreement 

World Bank Financial management, state-
owned enterprise reform 

Sweden  Strengthening Fiscal 
Management: cooperation 
between Tax Department and 
Swedish Tax Board 

European 
Commission 

Support to National Assembly and 
justice sector 

Australia Land titling phase II 

UNDP Governance and public 
administration reform projects, 
round table meeting support 

Belgium Social insurance for 
enterprises 

Canada Feasibility studies of the of 
micro-enterprises  

Germany Capacity building, land 
management 

Law and 
Public Sector 
Management 

Public 
administration 
reform, public 
investment 
management, 
public  
accounting and 
audit, urban 
governance, 
capacity building 

World Bank Land titling 

Japan Legal and judicial 
development, public 
investment plan 

  
APEC = Asia-Pacific Economic Cooperation; ASEAN = Association of Southeast Asian Nations; FAO = Food and Agriculture Organization; GTZ = German Agency 
for Technical Cooperation; ICT = information and communication technology; IFAD = International Fund for Agricultural Development; ILO = International Labour 
Organization; IPP = independent power producer; IRRI = International Rice Research Institute; TVET = technical vocational education and training; UNCDF = 
United Nations Capital Development Fund; UNODC = United Nations Office on Drugs and Crime; WTO = World Trade Organization. Sources: Various development 
partners’ reports and operational programs. 
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Table A1.6: Portfolio Indicators—Portfolio Amounts and Ratings 
(public sector loans/grants, as of 31 March 2009) 

 
Ratinga Net Loan 

Amount Total Highly 
Satisfactory Satisfactory 

Partly 
Satisfactory 

Unsatis- 
factory 

Potential 
Problemb At Riskc 

Sector $ million % No. % No. % No. % No. % No. % No. % No. (%) 
 
Economic Development 

                

Finance 31.65 11.4 4 23.5 0 0 2 50.0 2 50.0 0 0 0 0 2 50.0 
Industry and Trade — — — — — — — — — — — — — — — — 
 
Infrastructure Development  

               

Energy 52.25 18.8 2 11.8 0 0 2 100.0 0 0.0 0 0 0 0 0 0.0 
Transport, and Information 
and Communication 
Technology 

52.66 18.9 2 11.8 0 0 2 100.0 0 0.0 0 0 0 0 0 0.0 

 
Public Sector Development  

               

Public Sector 
Management 

18.51 6.7 1 5.9 0 0 1 100.0 0 0.0 0 0 0 0 0 0.0 

 
Rural Development 

                

Agriculture and Natural  
Resources Development  

68.22 24.5 5 29.4 0 0 5 100.0 0 0.0 0 0 0 0 0 0.0 

 
Social Development 

                

Health and Social 
Protection 

21.85 7.9 1 5.9 0 0 1 100.0 0 0.0 0 0 0 0 0 0.0 

Education 32.83 11.8 2 11.8 0 0 2 100.0 0 0.0 0 0 0 0 0 0.0 
 
Urban Development  

                

Water Supply and Other 
Municipal Infrastructure 
and Services 

— — — — — — — — — — — — — — — — 

                 
  
Total 

 
277.97 

 
100 

 
17 

 
100 

 
0 

 
0 

 
15 

 
88.2  

 
2 

 
11.8 

 
0 

 
0 

 
0 

 
0 

 
2 

 
11.8 

 
 

No. = number; — = not available. a One rating for implementation progress and development objectives, based on the lower rating of either. b Potential 
problem loans are satisfactory loans but have four or more risk factors associated with partly satisfactory or unsatisfactory performance. c A loan is "at risk" if it 
is rated as partly satisfactory, as unsatisfactory, or as a potential problem. Source: Asian Development Bank estimates.  
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Table A1.7: Portfolio Indicators—Disbursements and Net Transfers of Resources 

(Public sector loans and /or grants, as of 31 March 2009) 
  
 

Disbursements and Transfers Ordinary Capital 
Resources  

Asian 
Development Fund 

Total 

 
Disbursementsa 

   

 Total Funds Available for Withdrawal ($ million) 20.00 257.97 277.97 
 Disbursed Amount ($ million, cumulative) 18.04 199.74 217.78 
 Percentage Disbursed (disbursed amount/total available) 90.18 77.43 78.35 
 Disbursements ($ million, 2008) 0.74 48.35 49.09 
 Disbursement Ratio (%)b 12.94 18.89 18.72 

 
 
Net Transfer of Resources ($ million)c 

   

 2005 25.07 47.78 72.84 
 2006 11.49 49.21 60.70 
 2007 14.77 47.60 62.38 
 2008 0.72 13.86 14.58 
 2009 0.00 6.46 6.46 
 
a Includes all loans and grants with disbursements during 2009. b Ratio of disbursements during the year over the undisbursed net loan balance at 
the beginning of the year less cancellations during the year. Effective loans during the year are added to the beginning balance of undisbursed 
loans. c Includes private sector projects.  Source: Asian Development Bank estimates.   
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Table A1.8: Portfolio Indicators—Evaluation Rating by Sector 
(number of public sector loans, as of 31 March 2009)a 

 
 

 Highly 
Successful 

 
Successfulb 

Partly 
Successful 

 
Unsuccessful 

 
No Rating 

 
Total 

Sector No. % No. % No. % No. % No. % No. %c 
 
Economic Development  

            
 

Finance 0 0.0 0 0.0 2.0 100.0 0 0.0 0 0.0 2.0 7.14 
 

Industry and Trade 0 0.0 0 0.0 0.0 0.0 0 0.0 0 0.0 0.0 0.00 
 
Infrastructure Development  

            

Energy 0 0.0 9 75.0 3 25.0 0 0.0 0 0.0 12 42.86 
 

Transport, and Information and Communication 
Technology 

4 66.67 2 33.33 0 0.0 0 0.0 0 0.0 6 21.43 

 
Public Sector Development  

            

Public Sector Management 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 0 0.00 
 
Rural Development 

            

Agriculture and Natural Resources 0 0.0 0 0.0 3  75.0 1 25.0 0 0.0 4 14.29 
 
Social Development  

            

Education 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 0 0.00 
 

Health and Social Protection 0 0.0 1 100.0 0 0.0 0 0.0 0 0.0 1 3.57 
 
Urban Development  

            

Water  and Sanitation, Waste Management and 
City Development 
 

0 0.0 0 0.0 3 100.0 0 0.0 0 0.0 3 10.71 

       
Total 
 

 
4 

 
14.28 

 
12 

 
42.86 

 
11 

 
39.29 

 
1 

 
3.57 

 
0 

 
0.00 

 
28 

 
100.00 

 

a Based on project performance audit/ or evaluation reports circulated from 1983 up to mid-2009. b Includes projects assessed "Generally Successful" under the 
former three-category evaluation rating system of the Asian Development Bank. c Proportion of sector to total. Sources: Asian Development Bank project 
performance audit/evaluation reports. 
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Table A1.9: Portfolio Implementation Status 
(public sector loans, as of 31 March 2009) 

 

 

ADF = Asian Development Fund; dd = date; ED = economic development; IN = infrastructure development; mm = month; No. = number; OCR = ordinary capital resources; RD = rural 
development; SD = social development; Seg = segment (pertaining to loans and/or grants with more than one withdrawal authority); SF = self financing; UD = urban development; yy= year. 
Sources: Asian Development Bank. 

Net Loan 
Amount  

Cumulative 
Disbursements 

 
Approval 

Date 
(dd/mm/yy) 

 
Effective 

Date 
(dd/mm/yy) 

 
Closing 

Date 

 
Progress 

Sector 
Loan 
No. Seg 

 
 
 

Title 
OCR 

($ million) 
ADF 

($ million) 
OCR 

($ million) 
ADF 

($ million) 
  Original 

(dd/mm/yy) 
Revised 

(dd/mm/yy) 
(% 
complete) 

 
ED 

1931 
1946 
2252 
2253 

SF 
SF 
SF 
SF 

Technical Assistance Loan: 
Banking Sector Reform 
Banking Sector Reform 
Program 
Rural Finance Sector 
Development Program 
Rural Finance Sector 
Development 

0.00 
0.00 
0.00 
0.00 

4.50 
17.04 
7.79 
2.32 

0.00 
0.00 
0.00 
0.00 

2.43 
17.04 
5.23 
0.61 

14-Nov-02 
28-Nov-02 
17-Aug-06 
17-Aug-06 

04-Mar-03 
07-Mar-03 
12-Mar-07 
12-Mar-07 

30-Jun-06 
31-Dec-06 
30-Sep-10 
31-Mar-11 

31-Mar-10 
31-Mar-09 
30-Sep-10 
31-Mar-11 

79.00 
— 
— 

30.00 
 

IN 
2005 
2162 

SF 
OCR 

Northern Area Rural Power 
Distribution 
GMS Nam Theun 2 
Hydroelectric 

0.00 
20.00 

32.25 
0.00 

0.00 
18.04 

24.61 
0.00 

18-Sep-03 
04-Apr-05 

08-Mar-04 
30-May-05 

30-Sep-08 
02-Feb-11 

31-Dec-09 
02-Feb-11 

93.00 
68.00 

 
 1989 

2085 
SF 
SF 

GMS: Northern Economic 
Corridor 
Roads for Rural Development 

0.00 
0.00 

34.13 
18.53 

0.00 
0.00 

32.90 
11.50 

20-Dec-02 
28-Jun-04 

09-Feb-04 
30-Jun-05 

30-Jun-07 
30-Jun-12 

30-Jun-09 
30-Jun-12 

100.00 
61.70 

 
SD 

1844 
2306 

SF 
SF 

Second Education Quality 
Improvement 
Basic Education Sector 
Development 

0.00 
0.00 

23.72 
9.12 

0.00 
0.00 

16.09 
3.18 

28-Sep-01 
20-Dec-06 

05-Mar-02 
29-Oct-07 

30-Jun-08 
30-Apr-10 

30-Jun-10 
30-Apr-10 

70.00 
— 

 
 1749 SF Primary Health Care Expansion 0.00 21.85 0.00 21.80 24-Aug-00 10-Jan-01 30-Jun-07 31-Dec-08 100.00 
 

RD 

1788 
1933 
1949 
2086 
2259 

SF 
SF 
SF 
SF 
SF 

Decentralized Irrigation 
Development and Management 
Sector 
Nam Ngum River Basin 
Development Sector 
Small Holder Development 
Northern Community Managed 
Irrigation Sector 
Northern Region Sustainable 
Livelihoods Thru Livestock 
Development 

0.00 
0.00 
0.00 
0.00 
0.00 

17.52 
17.30 
13.71 
10.33 
9.37 

0.00 
0.00 
0.00 
0.00 
0.00 

17.52 
14.46 
7.05 
7.15 
1.52 

28-Nov-00 
11-Nov-02 
28-Nov-02 
05-Jul-04 
29-Sep-06 

07-May-01 
11-Feb-04 
18-Jun-03 
14-Oct-04 
28-Jun-07 

30-Jun-07 
31-Mar-09 
31-Oct-09 
30-Apr-11 
31-Dec-12 

30-Jun-09 
31-Mar-11 
31-Oct-10 
30-Apr-11 
31-Dec-12 

100.00 
83.00 
70.00 
80.00 
— 

 
UD 1994 SF 

Small Towns Development 
Sector 0.00 18.51 0.00 16.66 28-Jan-03 06-Oct-03 31-Jul-09 31-Jul-09 98.00 

   Total 20.00 257.97 18.04 199.74      
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A2. COUNTRY PERFORMANCE ASSESSMENT RATINGS 
 

(2006–2009 Country Performance Assessment Ratings) 
 

 
Criteria 

 
Lao PDR2006 

 
Lao PDR2008 

2008 Group A 
Countries Averagea 

Lao PDR 
2009 Preliminary 

Economic Management 3.8 4.2 3.9 3.9 
   Macro Management 4.5 4.5 4.1 4.2 
   Fiscal Policy 3.5 3.5 3.7 3.6 
   Debt Policy 3.5 4.0 3.8 3.9 
Structural Policies 2.8 3.3 3.5 3.5 
   Trade 3.7 3.5 3.9 3.9 
    Financial Sector 1.5 3.0 3.2 3.1 
    Business Regulatory Environment 3.0 3.5 3.4 3.5 
Social Inclusion and Equity 3.8 4.0 3.6 3.7 
    Gender Equality 4.5 4.0 3.8 3.7 
    Equality of Public Resource Use 4.0 4.5 3.8 4.2 
    Building Human Resources 4.0 4.0 3.7 3.8 
    Social Protection and Labor 3.5 4.0 3.5 3.8 
    Policies and Institutions for Environmental 
    Sustainability 

3.0 3.5 3.3 3.6 

Average for Policy and Institutional Setting 
(criteria above) 

3.46 3.83 3.66 3.67 

 
Public Sector Management and Governance 

 
2.5 

 
3.5 

 
3.4 

 
3.4 

    Property Rights and Rule-based Governance 2.5 3.5 3.1 3.2 
    Budgetary and Financial Management 2.5 3.5 3.8 3.8 
    Revenue Mobilization 3.0 3.5 3.7 3.8 
    Public Administration 2.5 3.5 3.3 3.3 
    Transparency, Accountability, and  
    Anticorruption 

2.0 3.5 3.1 3.2 

Portfolio Management 5.0 3.5 3.6 3.7 
     
Composite Country Performance Rating 9.64 13.05 12.38 12.40 

 

a Group A countries include Afghanistan, Bhutan, Cambodia, Kyrgyz Republic, Lao People’s Democratic Republic, Maldives, Mongolia, Nepal, and Tajikistan.  
Note: The composite country performance ranking is the total of the policy and institutional rating (weighted by 0.7) multiplied by the governance rating, multiplied 
by the portfolio rating (weighted by 0.3). The detailed criteria are provided in ADB. 2004. Review of the Asian Development Bank's Policy on Performance-Based 
Allocation of Asian Development Fund Resources. Manila. Source: Asian Development Bank estimates. 
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A3. UPDATED COUNTRY SECTOR AND THEMATIC STRATEGIES AND ROAD MAPS 
 

1. During the remaining period of the CSP, the ADB will further strengthen its emphasis in 
line with the provisions of Strategy 2020 on the development of the following priority sectors: 
economic and social, infrastructure, rural, and urban. ADB will also prioritize the following 
themes: economic growth, private sector development, social development, gender equality, 
good governance, capacity development and knowledge partnership, environmental 
sustainability, and regional cooperation. An updated priority sectors and themes summary is in 
Table A3.1. 
 
A. Social Sector Development  
 
 1. Education 
 
2. Education and literacy are prerequisites for sustained economic growth and poverty 
reduction. The NSEDP6 identifies education as one of the four pillars of its poverty reduction 
strategy. The Education for All (EFA) National Plan of Action is the key plank of the 
Government’s education strategy and is a means of promoting lower secondary, nonformal, and 
adult education. The Government’s strategy for education includes improving access—
particularly in remote areas, improving school participation and completion rates, and the quality 
of teaching and learning.  
 
  a. Key Issues and Challenges 
 
   i. School Education 
 
3. Considerable progress has been made in improving access to education in the Lao PDR 
in recent years, particularly in primary education. Net enrollment ratios (NERs)1 for primary 
education increased from 63% in 1990 to about 92% in school year 2008/09. Similarly, gross 
enrollment ratios (GERs)2 for lower secondary increased from 30% in 1990 to about 63%. For 
upper secondary, the NER has risen rapidly from 26.3% in 2003 to 37% in school year 2008/09 
with rapid progress in girls’ enrollment, dropping the primary level gender differentials by about 
7.5% since 1996. At the lower secondary level, girls’ enrollment has increased by over 5% from 
2003 to almost 58% in school year 2008/09 compared with a 2% increase for boys to 67% in 
school year 2008/09. During the same period, at the secondary level, girls’ enrollment increased 
by about 4.4% compared with 5.1% for boys. Even so, significant gender differentials remain—at 
the primary level, girls’ enrollment lags behind significantly and at entry level for lower secondary 
(grade 6) it is over 10% less than that of boys.  
 
4. Access. National enrollment statistics hide disparities in access by geographic region, 
socioeconomic status, and ethnicity. At the primary level, the NER for girls ranges from 49% in 
rural areas without road access, to 72.2% in rural areas with road access, and to 90.5% in urban 
areas. Luang Namtha Province has the lowest primary level NER for both girls (43%) and boys 
(48.6%). By comparison, Vientiane has the highest NER—95% for girls and 92% for boys. 
Similar disparities exist at the lower and upper secondary levels. When enrollments reach high 
levels, growth rates tend to decline, so enrollment growth is declining in high-income areas 
(where birthrates are also declining) and increasing rapidly in poor areas. Rapid growth in poor 
areas may also be due to externally funded projects have targeted poorer areas. 
                                                 
1 NERs refer to pupils enrolled from the eligible age group. 
2 GERs refer to total pupils enrolled. 
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5. Physical access remains a barrier—at the primary level, about 15% of villages are still 
without a primary school within commutable distance. Further, about 70% of schools in the 
poorest districts are incomplete schools, offering classes up to second or third grade only. Thus, 
children in the poorest areas, particularly girls and ethnic minorities, are distinctly disadvantaged 
in terms of limited access to education. In the case of lower and upper secondary education, 
rapid expansion has not been matched by increased availability of schools with adequate 
facilities or qualified teachers. The demand for additional space has been met by overcrowding in 
the classrooms or by use of abandoned primary schools. Some primary teachers now teach at 
lower and upper secondary levels. At the primary level, this has resulted in a shortage of 
teachers and overcrowded classrooms. At the secondary level, the result is inadequately 
qualified teachers, increasing class sizes, and a shortage of classrooms.  
 
6. Although development partners' inputs have concentrated in basic education, about 27% 
of the primary school age children are not enrolled in school. Among those who enroll, about 7% 
drop out. If primary education absorbs all external funding, subsequent levels of education will 
continue to be neglected, which will have serious consequences. First, the gains from increased 
enrollments at the primary level may be lost if the lower secondary and upper secondary 
subsectors are not ready to absorb primary school graduates who may want to pursue further 
schooling; and second, quality and access issues become harder to resolve with increasing 
numbers of students.  
 
7. Equity. Enrollment increases indicate that enrollments among the disadvantaged and 
poorer groups are growing more quickly than among more advantaged groups. Despite 
narrowing gaps, access to education in rural, remote regions is limited compared with urban, 
better developed areas. A larger percentage of poorer children continue to be out of school 
compared with children from economically better-off groups. Gender differentials in enrollments 
in urban areas are not significant, but substantial gender disparities persist in rural areas where 
girls’ enrollment is growing at a much slower rate than that of boys. 
 
8. Quality. Quality aspects of school education remain a serious concern. Quality is a 
function of internal systemic efficiencies. The Lao national literacy survey of 2008 found that 
primary education does not ensure functional literacy. One out of two primary graduates (grade 5 
completers) attains sustained basic literacy. Similarly, only 38% of nonformal education 
completers attain basic literacy. The internal efficiency of the education system has been 
improving since 1995, with a significant decline in repetition rates for all grades, especially grade 
5. This is due to the high repetition and dropout rates in grades 1 and 2. About one-third of 
students in primary school repeat grade 1 and another 19% repeat grade 2. Completion rates for 
primary education have been reversed with about 69% of girls and 67% for boys. Repetition 
rates vary across poverty levels and it requires an average of almost 8 years to complete primary 
school. High retention and dropout rates (particularly at the lower grades) and an average of 8 
years to complete primary education are indications of low internal efficiency and poor quality of 
education. Factors contributing to such quality are: (i) a lack of qualified teachers; (ii) a shortage 
of textbooks and other learning materials; (iii) a static curriculum; (iv) low recurrent expenditures; 
and (v) weak institutional capacity for planning, management, and delivery of education. 
 
9. Rapid expansion of secondary education under severe financial constraints has had a 
negative impact on quality. Average class sizes have grown, especially in grades 9 to 11, where 
the national average reached 75 pupils in school year 2008/09. The demand for additional 
secondary teachers has been partly met by transferring primary teachers to secondary schools, 
but this has led to under-qualified teachers at the secondary level and larger class sizes at the 
primary level, and may affect the achievement of EFA goals. However, large class sizes are not 
entirely a result of a lack of teachers; they also reflect inadequate physical facilities.  
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10. A lack of textbooks and learning materials is also a major contributor to weak quality. 
Most schools have insufficient textbooks and few, if any, learning materials. There is also a 
shortage of teacher guides. Teacher training, another key element for quality of education, is 
being addressed through development partners' support, and a national teacher education plan 
is being finalized. However, a policy framework to ensure supply of qualified teachers is needed.  
 
11. Finances. Resource allocations to education declined sharply in 1997 from a 15% share 
of the budget to 12% in FY2009. The Government has agreed to increase the allocation to 15% 
of the budget, bringing education expenditures to a little over 3% of gross domestic product 
(GDP). This would be in line with expenditures in other developing countries (current education 
expenditures are about 2.5% of GDP). Development partners contribute about 90% of capital 
investments in education. However, these investments create a demand for recurrent 
expenditures that the Government has not been able to meet, and they have created an 
imbalance in the ratio of capital and recurrent expenditures (60% capital expenditures and 40% 
recurrent expenditures). This shift in favor of capital expenditures needs to be reversed to a more 
sustainable level (i.e., 30% capital expenditures and 70% recurrent expenditures).   
 
   ii. Tertiary Education 
 
12. Tertiary education includes public and private technical colleges and the National 
University of Laos. Students are admitted to the National University of Laos after graduating from 
general secondary education and go through 1–2 years of foundation studies, followed by         
4–5 years of professional studies offered in specific faculties (education, linguistics, social 
sciences, economics and management, natural sciences, engineering and architecture, medical 
sciences, agriculture, forestry, law, and public administration). In 2002, a branch of the National 
University of Laos was opened in Champasack, and another branch was opened in 2003 in 
Luang Prabang. There are also five private universities operating in the country.  
 
13. The Government proposes to establish a new university at Savannakhet, and a technical 
college at Luang Namtha to teach technical and managerial skills. The Government envisages 
promotion of research to support key areas of the economy. It also recognizes that the skills of 
teachers and professors need to be upgraded and that the curriculum needs to be reviewed and 
made more relevant.  
 
14. Although demand for technical vocational education and training is growing, this 
subsector is still small and underdeveloped. With increasing enrollments at the school level, and 
economic growth, demand for technical vocational education and training is likely to grow 
significantly so opportunities need to be expanded and improved. The Government hopes to 
achieve a ratio of 1,140 students per 100,000 people and to raise the number of well-trained 
workers to 10% of the population by 2010. If this is to be achieved, upgraded facilities, an 
improved curriculum, more textbooks and instructional materials, and workshops will be needed.  
 
  b. Government Education Sector Strategies  
 
15. In 2000, the Government formulated the Education Strategic Vision to the Year 2020, 
which envisions what the education system would need if the country is to achieve the MDGs. 
The goals include: (i) making high-quality basic education at primary levels universal and 
continuing expansion at the lower secondary level; (ii) eradicating illiteracy; (iii) expanding 
vocational, technical, and higher education to meet the demands of the labor market and to 
improve rates of return on human capital investment; (iv) improving the quality of national 
education to meet international standards; and (v) establishing education as a right and 
responsibility of everyone. 
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16. The Education Strategic Vision is supported by the 2004 National Growth and Poverty 
Eradication Strategy (NGPES) and the 2006 NSEDP6. In 2005, the Government also adopted 
the National Plan of Action for EFA, which was prepared in collaboration with the United Nations 
Educational, Scientific and Cultural Organization (UNESCO). The EFA plan was adopted as the 
official sector development plan and the Ministry of Education is institutionalizing a sector-wide 
assistance-based development framework in 2009 through partnerships with major development 
partners. However, with many resources directed toward basic education and being extended to 
lower secondary education only gradually, areas outside basic education will continue to lag. The 
Government should be encouraged to facilitate private investment in education, to meet the 
demand for quality education—particularly at levels at which returns from education are high 
enough to warrant cost recovery.   
 
  c. Activities of Other Development Partners 
 
17. ADB's assistance to the Lao PDR's education sector began in 1991 with the following 
projects to date: (i) Education Quality Improvement Project I1, (ii) Post-Secondary Education 
Rationalization Project2, (iii) Basic Education (Girls’) Project3, and (iv) Second Education Quality 
Improvement Project4. The World Bank funded the Education Development Project I and II in 
1993 and 2004. Japan, the United Nations Children’s Fund (UNICEF), UNESCO, and the 
Swedish International Development Agency (Sida) are other major development partners. Almost 
all external assistance has focused on basic education because of the emphasis on universal 
primary education goals within the EFA and MDG framework.  
 
  d. Intended Sector Outcomes and Key Outputs Supported by ADB 
 
18. ADB recognizes that human development is essential to socioeconomic development and 
hence ADB's support to the education sector will be over a sustained period, within the context of 
the Government's education sector reform, and guided by strategic assessments of the long-term 
needs of the sector. In line with the priorities of ADB’s poverty reduction strategy and education 
policy5, ADB support to education in the Lao PDR has been focused on basic education through 
the Basic Education (Girls) Project and the Second Education Quality Improvement Project. A 
Basic Education Development Program, to be supported by ADB, will be designed in close 
collaboration with other development partners, and will make a gradual and strategic shift toward 
strengthening lower secondary education to meet the growing demand caused by the expansion 
of primary education. It will address issues of access, equity, and quality at the lower secondary 
level. In addition, ADB will provide technical support for a strategy for a more coordinated and 
comprehensively planned sector-wide approach to developing schools.  
 
19. ADB assistance will consider strategies to consolidate and expand support for the 
education sector. Continuing investments in basic education need to be matched by a gradual 
shift toward strengthening the lower secondary and upper secondary sector. Other development 
partners need to make this shift too if the Government is to achieve its education goals. As 

                                                 
1 ADB. 1991. Report and Recommendation of the President to the Board of Directors: Proposed Loan for the 

Education Quality Improvement Project in the Lao People's Democratic Republic. Manila. 
2 ADB.1995. Report and Recommendation of the President to the Board of Directors: Proposed Loan for the Post-

Secondary Education Rationalization Project in the Lao People's Democratic Republic. Manila. 
3  ADB. 1998. Report and Recommendation of the President to the Board of Directors: Proposed Loan for the Basic 

Education (Girls) Project in the Lao People's Democratic Republic. Manila. 
4 ADB. 2001. Report and Recommendation of the President to the Board of Directors: Proposed Loan for the Second 

Education Quality Improvement Project in the Lao People's Democratic Republic. Manila 
5 ADB. 1999. Fighting Poverty in Asia and the Pacific – The Poverty Reduction Strategy of the Asian Development 

Bank. Manila  



  

 

37

school education continues to expand, demand will grow for better vocational and higher 
education. ADB will continue to consolidate its support to the education sector by (i) playing a 
significant role in development partners coordination so external assistance is complementary; 
(ii) providing grant funding to undertake a sector analysis (school sector) to help the Ministry of 
Education develop a comprehensive plan for the school sector by analyzing requirements for (a) 
policy development, (b) institutional and management capacity, (c) an anticipated expansion of 
enrollments, and (d) interventions to support the quality of education; (iii) ensuring that education 
expansion is equitable, targeting interventions to narrow the gender gap and increase 
enrollments of students from ethnic minorities, and to bridge the gaps in quality between poor 
and nonpoor areas; (iv) making certain that future support includes strengthening institutional 
and systemic capacity to ensure the sustainability of education reforms; and (v) supporting the 
Government to explore ways to facilitate private sector participation in the education sector.  
 
 2. Health and Social Protection 

  a. Key Issues and Challenges 

20. High maternal and infant mortality in lagging communities. The Lao PDR has made 
good progress toward the health-related MDGs 1, 4, and 5. However, health-related MDGs may 
not be achieved unless efforts are increased. The child mortality rate declined from 98 per 1,000 
live births from 2005 to 61 in 2009, compared with a target of 75 in 2015. Infants account for 
three-quarters of child mortality. The maternal mortality ratio declined from 405 to 370 per 
100,000 live births from 2005 to 2009, compared with a target of 260 in 2015. The malnutrition 
rate (weight by age) has declined from 37% to 35% from 2005 to 2008, compared with a target of 
20% in 2015. Progress is less than desirable because of slow progress in improving rural health 
conditions, including the use of health services. In particular, there is less progress in reaching 
the rural poor and women and ethnic groups who experience especially high levels of mortality, 
and therefore contributing substantially to lagging MDGs.  
 
21. A reasonable network of hospitals and health centers has been developed over the last 
decade. Progress is being made. From 2004 to 2008, the use of public health facilities as the first 
place of care increased from 21% to 40% for ethnic minority groups, and from 37% to 50% for 
others in these provinces. Deliveries in health facilities increased from 5% to 8% for ethnic 
minorities, and 18% to 30% for others. Immunization coverage doubled to 77%, access to drugs 
through volunteers reached 81%, and use of contraceptives increased to 48%. However, the use 
of health services is still low at 0.45 visits per year, and much lower for some ethnic groups. This 
is not because of competing services—the mainly urban private sector is small, and the use of 
traditional health care is low. For the rural poor in general, and women and ethnic groups in 
particular, public health services may often not be accessible, acceptable, and affordable. In 
general, and more in health centers, there are serious staff and funding constraints, and limited 
management capacity to operate the services. In particular, obstetric services for women and 
appropriate services for ethnic groups are often lacking. If MDGs are to be achieved, efforts need 
to be intensified by increasing resources and strengthening systems.  
 
22. Halting communicable diseases of regional importance. In addition to the large 
burden of diseases typical of the rural poor, and dominated by common infections such as 
common acute respiratory infections and diarrhea diseases, there are several communicable 
diseases of regional significance including malaria, dengue, avian influenza, tuberculosis, and 
HIV/AIDS. The goal of halting the spread of HIV is unlikely to be achieved, as the Lao PDR is 
surrounded by countries with higher HIV prevalence, and in-country conditions are becoming 
more conducive to transmission. According to the Joint United Nations Programme on HIV/AIDS 
(UNAIDS), HIV/AIDS prevalence in the Lao PDR has been doubling every 2 years, with a current 
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HIV prevalence in the age group 15–45 years of 0.08%. The Lao PDR has a concentrated 
epidemic in sex workers with HIV prevalence rates up to 4%, and a small but growing group of 
injecting drug users. Without proper preventive efforts in high-risk groups, the HIV prevalence in 
the general population may reach 1% by 2015. The HIV/AIDS program needs rapid expansion to 
reach all high-risk groups, and give particular attention to the vulnerability of women and ethnic 
minority groups. The National Strategic and Action Plan on HIV/AIDS/Sexually Transmitted 
Infection 2006–20106, with a budget of $25 million, is only partly funded (The Global Fund and 
ADB are major partners). The tuberculosis and malaria control programs are almost entirely 
dependent on The Global Fund. Unstable funding increases the risk of drug resistance.      
 
23. The avian influenza epidemic in birds and the swine flu (H1N1), with sporadic infections 
in humans in neighboring countries, poses a major public health risk. Lao PDR reported avian flu 
outbreaks in poultry since 2004 with the latest case in November 2008. The outbreak of the 
H1N1 in March 2009 is proving to be serious. If human-to-human transmission becomes easier 
here or elsewhere, with a high case fatality rate, a major pandemic could result, and the Lao 
PDR is ill prepared to deal with this. The Government, with the help of partners, has prepared a 
National Avian Influenza Control and Pandemic Preparedness Plan for immediate funding of $15 
million. Dengue is a re-emerging disease in the Lao PDR, closely related to urbanization, 
connectivity, and migrant populations, and increasing in regional spread.  
 
24. Reducing resource constraints. The Lao PDR is a low population density country, 
making it difficult to provide good access for remote populations even with adequate resources. 
In 2008, 77% of ethnic groups had access to village health funds (VHFs), but only 39% had 
access to a health center within one hour of travel. The Government cannot afford operating a 
health center in each hamlet, so VHFs play an important role. However, services could be 
improved substantially in existing health centers and hospitals if they were provided with better 
qualified and better paid staff, and more funds for operation and maintenance.  
 
25. Achieving MDGs 4 and 5 in the Lao PDR will depend on making VHFs and maternity and 
child health (MCH) staff available, including specialists, midwives, and female staff from ethnic 
minorities. The Ministry of Health (MOH) and its partners are developing specific plans to 
improve access to MCH according to minimum service standards at all levels. Staff quality also 
needs further improvement. MOH is preparing a human resource development (HRD) policy and 
a staff management system to improve training, accreditation, and quality control. In addition, 
older facilities not included in previous projects require repair and new equipment.  
 
26. The introduction of cost recovery in 1995 improved drugs supply and provided better 
performance incentives for staff. However, affordability of health care for the poor has 
subsequently diminished. Transport charges, fees, and indirect cost of health care, in particular 
for catastrophic illnesses such as obstetric emergencies, are often prohibitive for the poor. A 
caesarian section may easily cost several hundred dollars. As part of the effort to achieve MDGs, 
pilot health equity funds and other initiatives to make health care more affordable for the poor will 
need to be scaled up.  
 
27. Current total health expenditure is estimated at 3.2% of GDP. Total health spending is 
only $10 per person per year compared to a minimum international standard of $34 per person 
per year. Half of this is spent in the public sector. About 60% of total health spending is financed 
out-of-pocket—15% by the Government and 25% from development partners7 (representing 8% 
of total external assistance for the Lao PDR). Domestic spending remains well below planned 
                                                 
6 Government of Lao PDR. 2006. The National Strategy and Action Plan on HIV/AIDS/STI 2006-2010. Vientiane. 
 

7 Ministry of Health, Government of Lao PDR (various documents). 
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targets and is mostly tied up in salaries and infrastructure development, in part as counterpart 
funds for projects, thereby causing a major problem in the operation of health services. However, 
in view of economic growth, expectations of increased revenue and public expenditure reforms, it 
is expected that more funds will flow into the health sector. The Government is preparing the 
next five-year plan, which is expected to show a major budget increase. It is also introducing 
stricter criteria for provincial public spending.   
 
28. While the burden of non-communicable diseases is still quite low, complications of 
smoking, lifestyle, and road accidents are increasing the demand for high technology services 
with the private sector at an infant stage. Given public pressures, the Lao PDR’s public health 
sector cannot afford to shift its attention to these more up-market diseases. The Government will 
need to develop a new strategy to address public pressures for high-tech services at the 
expense of the poor, such as through the promotion of health insurance and the promotion of a 
healthy lifestyle and road safety, and by promoting private services while ensuring quality control.  
 
29. Limited sector capacity and fragmentation. Low demand and substandard health care 
is also caused by management and financing challenges in the sector, resulting in considerable 
inefficiencies. MOH has undergone a major restructuring but remains fragmented and with slowly 
emerging capacity because of staff constraints and limited delegation. At provincial level, 
planning, budgeting, and other management skills have been upgraded with the assistance of 
ADB and other agencies. All provinces will have staff with master’s degrees in public health; and 
new public health centers (PHC) management systems for planning and budgeting, 
procurement, supervision, financial management, and other areas. However, strengthening 
management systems and integrating PHC services and vertical programs are required.  
 
30. While PHC receives a high priority, the health sector has been input-driven and the 
recurrent budget has remained very low. Low salaries are a major reason for staff absenteeism. 
Recently, more results-oriented instruments have been introduced, such as provincial strategic 
and annual planning and budgeting cycles, and results-based financing. However, a major 
challenge remains to improve the coordination of programs and projects at central level into a 
sector approach.   
 
31. Following the Vientiane Declaration on Aid Effectiveness in 2006,8 the Government has 
moved to develop sector-wide assistance approaches with its partners. MOH and partners have 
endorsed the new sector coordination framework for health, and there is general agreement on 
the way forward to developing a sector wide approach (SWAp) or program based approach.   
 
  b. Government’s Sector Policy and Planning Framework 

32. According to the NGPES, the Government accords high priority to the health sector, with 
commitments to increase financing for health care, improving the quality and availability of health 
services, and coordinating national disease control programs with other poverty reduction efforts. 
The NGPES also commits to an increased role for preventive health and greater commitment to 
fighting the spread of HIV/AIDS to avoid a generalized epidemic like in neighboring countries, 
and reducing the burden of communicable diseases in the Lao PDR. The NSEDP6 endorses this 
approach.   
 
33. The Government's health sector strategy of 2000 is one of the key policy documents 
guiding operations up to 2020. It is based on 4 overriding concepts related to healthcare: (i) full 
coverage and service equity, (ii) early integrated services, (iii) demand-based services, and (iv) 
self-reliant services. On the basis of these concepts, the Health Sector Strategy identifies six 
                                                 
8 Government of the Lao PDR. 2006. Vientiane Declaration on Aid Effectiveness. Vientiane. 
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policy areas, including improving community-based health promotion and disease prevention; 
and ensuring the quality, safety, and rational use of food and drugs. The main vehicle for 
achieving the health sector objectives is PHC. MOH aims to provide a package of basic health 
interventions to all citizens. Within the framework of the NSEDP6, MOH prepared a budget of 
$322 million for 2006–2010, for which it is seeking assistance.   
 
34. The Government has taken initial steps to strengthen the integration of health services 
and programs, and rationalize the roles and responsibilities of each level. Based on the 
recommendations of the master plan prepared with assistance from the Government of Japan, it 
has established task forces under the ADB project preparatory TA for the Health Sector 
Development Program to make recommendations for improving (i) health sector financing, 
planning, and budgeting; (ii) PHC delivery and health promotion; and (iii) human resource 
development. The World Bank is assisting the Government in improving sector administration, 
including the issue of low pay.   
 
35. The Government has given top priority to the fight against the H1N1 and the avian 
influenza virus. The country is extremely vulnerable because of its location, terrain, transborder 
mobility, and limited surveillance capacity. The National Committee for the Prevention and 
Control of Avian Influenza is implementing a plan to strengthen prevention, surveillance, and 
outbreak response in the animal health and health sector, and mitigate the impact of a possible 
pandemic.  
 
  c. Government’s Institutional Arrangements and Capacity in the Sector 

36. MOH provides strong leadership in the sector. However, that leadership depends on the 
commitment of a few key persons. Fragmentation among departments continues to be a major 
risk for sector performance. MOH also has limited authority over health spending by the 
provinces. The limited domestic funding in the health sector also makes MOH overly dependent 
on partners. Overall, MOH is in the early stages of moving toward a sector coordination 
approach and aid harmonization. It is currently focusing on consultations and concept 
development, developing the building blocks for such an approach, and seeking external and 
internal support for a financing platform. MOH has a good track record in implementing ADB 
health projects with strong leadership and management, good coordination with MOF, and 
technical support. The joint administration of several projects appears to be working well. 
However, the policy and administrative environment of projects requires ongoing adjustment. 
Hiring qualified international and national consultants Remains a challenge for MOH.       
 
  d. ADB Sector Experience 

37. ADB has built up a strong and productive partnership with MOH since 1990.9 ADB’s first 
PHC Project10 targeting 2 provinces was completed in December 2000 and was rated 
"successful"11 in reaching its objectives. This was followed by the PHC Expansion Project12 of 
$25 million, which expanded PHC in 8 Northern provinces, and strengthened provincial health 

                                                 
9 In part, this is through long-term technical advisers who work in MOH, know the sector, and provide flexible support. 
10 ADB. 1995. Report and Recommendation of the President to the Board of Directors: Proposed Loan for the Primary 

Health Care Project in the Lao People’s Democratic Republic. Manila. 
11 For an explanation of rating descriptions used in ADB evaluation reports, see: ADB. 2006. Guidelines for Preparing 

Performance Evaluation Reports for Public Sector Operations. Manila.   
12 ADB. 2000. Report and Recommendation of the President to the Board of Directors: Proposed Loan for the Primary 

Health Care Expansion Project in the Lao People’s Democratic Republic. Manila. 
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management nationwide with TA support.13 The World Bank is undertaking complementary PHC 
development in the other provinces. Belgium, Japan International Cooperation Agency (JICA), 
and Luxembourg support several model districts.  
 
38. ADB’s Health Systems Development Project,14 is also assisting MOH in preparing 
building blocks for a sector coordination approach. ADB is helping MOH prepare the HRD policy, 
improve several training programs, strengthen provincial planning and budgeting, pilot test a 
results-based approach and health equity funds, and develop the next five-year plan (2011–
2015). The five-year plan is expected to help with harmonization of development partner 
assistance and mobilizing funds to address the overall funding gap in the sector, including for 
PHC. This will require MOH to strengthen and institutionalize its secretariat for the sector working 
group for health to provide ongoing leadership, resources, information management, and 
coordination. ADB intends to support the plans with a Health Sector Development Program, 
scheduled for late 2009.      
 
39. In partnership with the World Health Organization (WHO), ADB has also provided grant 
support for communicable diseases control. ADB provided assistance for the control of severe 
acute respiratory syndrome (SARS) and avian influenza through ADB-wide regional TA, and 
more recently through a regional project, including the animal health sector.15 The Greater 
Mekong Subregion (GMS) Regional Communicable Disease Control (CDC) Project, 16 approved 
in November 2005, supports Cambodia, the Lao PDR, and Viet Nam to improve surveillance and 
response and CDC in a regional context, based on the new WHO International Health 
Regulations. ADB is helping to develop e-health centers and instruction videos for health 
workers, and has assisted with immunization. The HIV/AIDS component of the GMS Regional 
CDC Project builds on ADB’s successful Community Action for the Prevention of HIV/AIDS 
Project in these countries, which was closed in early 2005.17 A new regional TA is supporting HIV 
prevention associated with infrastructure development. A forthcoming Sida-sponsored regional 
TA will further strengthen planning and evaluation of HIV/AIDS programs in partnership with 
UNAIDS. Through WHO, ADB also implemented a regional TA for a Roll-Back Malaria Initiative18 
for the six GMS countries, and regional TA for Strengthening Malaria Control in Ethnic 
Minorities.19   
 
  e. Role of Other Development Partners in the Sector 
 
40. The Government of Japan is leading aid coordination for the development partners, 
together with WHO. The lead funding agencies are ADB, The Global Fund to Fight AIDS, TB and 
Malaria (GFATM), and the World Bank. Since 2000, several bilateral development partners have 
left the health sector, including the Australian Agency for International Development (AusAID), 
German development cooperation through GTZ, and Sida. The Governments of Belgium, 

                                                 
13 ADB. 2000. Technical Assistance: Capacity Building for Primary Health Care in the Lao People’s Democratic 

Republic. Manila. 
14 ADB. 2007. Report and Recommendation of the President to the Board of Directors: Proposed Grant for the Health 

System Development Project in the Lao People’s Democratic Republic. Manila. 
15 ADB. 2003. Technical Assistance: Emergency Regional Support to Address the Outbreak of Severe Acute 

Respiratory Syndrome. Manila. 
16 ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Grant for Greater 

Mekong Subregion Regional Communicable Diseases Control Project in the Kingdom of Cambodia, Lao People’s 
Democratic Republic, and Socialist Republic of Viet Nam. Manila. 

17 ADB. 2001. Grant Assistance: Community Action for the Prevention of HIV/AIDS in the Kingdom of Cambodia, Lao 
People’s Democratic Republic, and Socialist Republic of Viet Nam. Manila. 

18 ADB. 2000. Technical Assistance: Roll-Back Malaria Initiative in the Greater Mekong Subregion. Manila. 
19 ADB. 2005. Technical Assistance: Strengthening Malaria Control in Ethnic Minorities in the Greater Mekong 

Subregion. Manila. 
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Luxembourg, Japan, the Republic of Korea, and the People’s Republic of China (PRC) also 
provide substantial support. ADB works closely with the UN agencies including UNAIDS, 
UNICEF, United Nations Population Fund (UNFPA), and WHO. The World Bank provides similar 
support in the southern provinces, and, similar to ADB, wants to move to a common platform for 
sector support.    
 
  f. Intended Sector Outcomes and Key Outputs Supported by ADB 

41. The Government identifies the health sector as one of 4 priority sectors for fighting 
poverty and achieving the MDGs. Major public health problems and market failure in its health 
sector could affect household productivity and cause serious income erosion for the poor. The 
sector is fully aligned and supportive of the CSP, as (i) the health sector is one of 4 priority 
sectors of the Government and directly addresses 4 MDGs; (ii) MOH provides firm leadership 
and wants to move toward a sector approach; (iii) ADB has build up a strong track record and 
leadership role in the sector; (iv) project implementation capacity is strong; (v) there is progress 
in key indicators except immunization; and (vi) interventions are explicitly pro-poor, pro-women, 
and pro-ethnic minority groups. ADB is working closely with other partners in the sector. 
 
42. In comparison to the initial road map for the CSP, several important developments have 
taken place that required a modest adjustment of the road map, including (i) a firm commitment 
of MOH to proceed with the sector coordination approach, (ii) a re-appraisal of the concepts of 
Health For All and PHC with a strong focus on MCH as the overriding sector goal and policy, and 
(iii) increasing the Government’s appreciation of the multisector approach to address health 
issues at village level. The development of adequate financing mechanisms and HRD remain 
two important priorities.  
 
43. ADB’s overall approach in the sector is to provide sector support to MOH in implementing 
the NSEDP6  and better coordination with other development partners. The strategic focus of the 
NSEDP6 will remain on (i) Health For All through PHC facilities with emphasis on MCH, and (ii) 
improving sector efficiency and impact through the sector coordination approach. Provided that 
avian influenza remains largely confined to birds, ADB will focus on current priorities in the health 
sector, including (i) supporting the sector coordination approach with partners to help address 
some core issues in (a) financing, (b) HRD, and (c) services delivery with a focus on MCH; (ii) 
helping achieve the MDGs, consolidating past investments in the 8 northern provinces, including 
reaching remote populations with basic health care; and improving access to reproductive health 
and nutrition services, including immunization and health and nutrition promotion; and (iii) 
improving avian influenza preparedness, and halting the spread of HIV/AIDS, dengue, and other 
communicable diseases through the GMS Program.  
 
  g. Indicative Areas for Interventions 
 
44. A Health Sector Development Program included in the country operations business plan 
(2008–2010) for Asian Development Fund support of $23 million is being processed in 2009, with 
project preparatory TA in 2008.20 A GMS regional CDC project is included in the 2010 program 
for a grant of $10 million, with project preparatory TA in 2009. A JFPR grant of $2 million for pilot 
testing the healthy village concept is included in the 2008 program. A GMS HIV/AIDS capacity 
building project is under consideration.  
 
  h. Monitoring Mechanism 
 
45. A results monitoring system has been put in place with the help of WHO, ADB, and the 
                                                 
20 ADB. 2007. Country Operations Business Plan for the Lao People’s Democratic Republic, 2008–2010. Manila. 
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World Bank but is still not fully implemented. Monitoring health sector performance will 
increasingly become results-based, using annual provincial targets. Regular household and 
health services surveys are conducted to track MDGs and other core indicators, as well as 
special studies and reports.    
 
B. Rural Development  
 
 1. Agriculture and Natural Resources 
 
  a. Key Issues and Challenges 
 
46. The proportion of households that depend on agriculture remains very high—about 80% 
of all Lao PDR households, of which over 90% practice subsistence farming. The area planted 
for rice represents more than 80% of the nation’s cropped land. Although the country has been 
self-sufficient in rice since 1999, crop yields remain below regional averages, crop losses 
continue to be high, and local rice deficits still occur in many parts of the country. In addition, the 
consequences of the 2008 price rises in fuel, fertilizer, and other input prices on rice production 
and productivity are yet to become fully apparent, but will surely affect the country’s food self-
sufficiency, as well as poverty incidence in rice and other food-deficit areas of the country.  
 
47. Limited land area and market access. Upland areas of the Lao PDR have long been 
recognized as deserving of specialized policy and investment attention—most explicitly, since 
the 1999 Strategic Vision for Agriculture which formally initiated a lowlands–uplands division in 
agriculture and natural resource (ANR) policy making. Promotion of diversified cropping, 
improving market access through road development and market information, land use zoning 
and land allocation based on land capability and slopes, and promotion of rural savings and 
credit provision have all been employed to address the widening gap between the lowlands and 
uplands as economic development and poverty reduction have largely been confined to the 
lowlands. Factors such as (i) implementation of centrally determined policies at the local level, 
and (ii) differential impacts of increased market participation (“market-pull”) and “policy-push” 
factors across a typology of households will need to be considered in designing future assistance 
to these areas. 
 
48. Improving livelihoods and sustaining food security. Despite other sector 
developments, access to rice is still the single most important factor determining the welfare 
status of the Lao people in rural areas, so the performance of the “rice economy” is a major 
measure of the contribution of the ANR sector to development performance, aggregate economic 
growth, and poverty incidence and reduction.21 The 2008 major changes in international prices of 
rice and fuel-based inputs have affected the dynamics of Lao PDR rice production and 
consumption in ways which are yet unclear, but which have to be considered in any policy-
making and project design exercise as they influence all other aspects of ANR operations. 
 
49. Shifting from subsistence to a commercial orientation. The concept of “new 
agriculture” refers to a set of conditions that derive from increasing globalization and, within 
which, vastly increased international flows of information, goods, financial capital, technology, 
ideas, and people now exist. The new context for world agriculture is defined by the emergence 
of new markets, far-reaching technological and institutional innovations, and new roles for the 
state and civil society. This new globally oriented environment presents its own challenges: 
supply-side factors such as climate change (and its resource-impact consequences) 
predominate, environmental degradation may be a greater risk, higher energy and input prices 

                                                 
21 For a concise summary of rice production and consumption circumstances in the Lao PDR; ADB. (2006) Evaluation 

Synthesis on Rice in the Lao PDR, Manila.  
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affect non-traditional producers, and doubts about future rates of technical change all exist. The 
potential collective net welfare effects of these trends within “new agriculture” will depend on the 
extent to which the rural poor capture direct benefits as net sellers and capture indirect benefits 
as workers and consumers of food; the outcomes will have major growth effects for countries 
where agriculture is the main economic sector. 
 
50. Livestock development. The Lao PDR has a clear regional comparative advantage in 
the livestock subsector that can be built on through appropriate policy development and specific 
investments to translate it into genuine competitive advantage. At present, livestock (95% of 
which is produced by smallholders) plays a major role in all farming systems in the country—
buffalo and cattle are the primary sources of organic fertilizer and major instruments of 
household savings. Animal sales constitute the major source of cash income for emergencies 
and on-farm investments. Small animals (pigs and poultry) are raised by farm households and, 
with fish and other aquatic resources, constitute the main sources of protein for human nutrition 
in rural areas. 
 
51. Livestock activities are enormously important in terms of their influence on livelihoods and 
poverty, especially in upland areas. The 2006 Participatory Poverty Assessment22 confirmed this 
view by identifying livestock diseases as the second most important determinant of poverty 
(access to land was the first) and found that raising large bovines was always a primary solution 
to poverty across all regions of the Lao PDR. However, to use livestock’s potential to address 
rural poverty, and within the context of the need to increase commercialization of the subsector, 
two relatively neglected areas need to be given some attention—productivity enhancement and 
sector governance. 
 
52. River basin approach. ADB’s support to the water resources sector in the Lao PDR is 
geared toward facilitating the adoption of a river basin approach to water resources 
management. This approach offers a framework to coordinate the competing demands on 
resources, and provides for sustainable operation of the investments. On the other hand, the 
adoption of a river basin approach may imply increased costs to private sector investors that may 
not have been taken into consideration during initial evaluation of their investment projects. The 
sooner the Government engages in discussions with the various developers on a coordinated 
river basin approach23 and the potential implications to their specific projects, the more effectively 
the developers could factor in the additional costs, if any, in their evaluation of the economics of 
their projects and/or in their negotiation of project agreements. For the Government to be able to 
provide leadership in these discussions, the capacity of the Water Resources and Environmental 
Agency and its departments will need to be strengthened.  
 
53. Increasing regional integration and foreign direct investment. The single most 
notable feature of the ANR sector at present is the unprecedented pace at which the sector is 
being integrated with the economies around it. The Lao PDR is at the center of a market of 
several hundred million consumers for agricultural and processed commodities; the extent to 
which the sector has become a recipient of inward investment from these same sources has just 
recently being realized. While this foreign direct investment (FDI) is intended to mobilize capital 
and generate increased economic activity in the Lao PDR, the Government’s response to such 
commercial arrangements is ambiguous—involving both confusion (vis-à-vis legislation, the 
                                                 
22 National Statistics Centre, Government of Lao PDR. 2006. Participatory Poverty Assessment II. Vientiane: ADB. 

2004. Technical Assistance: Institutional Strengthening for Poverty Monitoring and Evaluation in the Lao People’s 
Democratic Republic. Manila. 

23 A discussion with representatives of the International Hydropower Association in London confirmed that hydropower 
developers generally prefer an agreed basin development plan to be available before committing to new 
investments. 
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mandates, and authority of institutions) as well as outright conflict between the state and 
provinces. FDI will remain the most dynamic aspect of the ANR sector as a whole, so policy and 
investment will have to engage with this issue—essentially by increasing state capacity to 
manage and direct it. 
 
54. Environmental management. Finally, an issue that integrates all the previous themes 
concerns the need to improve environmental management within Lao ANR. It has been made 
apparent how: (i) the large inflows of FDI and land concessions are having real or potential 
(negative) effects on natural resources; (ii) the demands of “new agriculture” are likely to involve 
greater intensification of agriculture practices than previously; (iii) the demands for increased 
domestic rice productivity are likely to require higher levels of input use; (iv) upland areas are 
particularly susceptible (through soil erosion, loss of forest cover, etc.) to the environmental 
effects of large-scale commercial (e.g., plantation) agriculture; and (v) increasing livestock 
activity will stretch traditional forage sources unless new regimes are developed. Within the 
concept of improving environmental management are 2 separate but linked themes: (i) promoting 
sustainable agriculture and livestock practices, and (ii) conserving (and utilizing on a sustainable 
basis) the Lao PDR’s unique biodiversity. These themes must also be considered in the context 
of long-run climate change impacts. 
 

 b. Government’s Sector Policy and Planning Framework 
 
55. The Government’s planning for national economic and social development is formally set 
at the broadest level through the 5-year rolling planning process—currently the NSEDP6. The 
Government’s vision for agriculture development, as outlined in the NSEDP6, is to transform the 
sector from a subsistence orientation into a thriving commercial sector based on innovative 
technologies and practices—linking high value-added production and processing, catering to 
domestic and world markets. Rural economies will become more diversified, and farming 
methods and infrastructure will be upgraded to increase production and improve people’s living 
standards.  
 
56. A major milestone for ANR sector planning was reached in 1999 with the preparation of 
the Strategic Vision for Agriculture,24 which for the first time introduced a clear division between 
planning for flatlands and planning for sloping lands. While this realization of differential ANR 
problems based on land characterization remains fundamental to perception and planning, the 
Ministry of Agriculture and Forestry (MAF) has since (in response to both NSEDP6 and NGPES 
objectives) formulated a set of “4 goals and 13 measures” for the ANR sector. While the goals 
are entirely laudable and the measures are broadly appropriate to purpose, this instrument lacks 
(i) a strategic dimension to planning, (ii) references to external and regional circumstances, 
(iii) references to developing or promoting the benefits of inward investments, (iv) references on 
interactions with neighboring countries, (v) references on part-dependence on shared resources, 
or (vi) discussions on the causes and consequences of climate change. 
 
57. In addition to the overall need to strengthen the ability of ANR institutions to enforce their 
mandates, 3 more specific issues stand to provide scope for future project or investment 
rationale: (i) the lack of strategic planning, as it does not embody a sense of economic 
prioritization nor choice between alternatives; (ii) inadequate operational resources and 
significant control over expenditures by provincial authorities; and (iii) the ability of MAF 
operations to fully meet the needs of increasingly export-oriented, sophisticated, and service-
demanding production systems—more effective private–public partnerships to allow the state to 

                                                 
24 Ministry of Agriculture and Forestry, Government of Lao PDR. 1999. The Government’s Strategic Vision for the 

Agricultural Sector. Vientiane.  
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be a facilitator rather than a provider, and more support to emerging farmer-based organizations 
are examples of themes that need to be supported. 
 

 c. ADB Sector Experience 
 
58. ADB has been one of the largest partners in the ANR sector and has been an integral 
contributor to the Lao PDR’s achievement of rice self-sufficiency in agriculture. ADB assistance 
has also played an important role in the first generation reforms that facilitated the introduction of 
market forces in the agriculture sector. The sector assistance program evaluation (SAPE)25 
completed in December 2005 concluded that the individual projects had been relevant to the 
development challenges in the Lao PDR and to the prevailing agriculture and natural resources 
issues. However, ADB assistance has been diversified, which has led to less than effective 
sector outcomes. The SAPE recommended that ADB assistance in agriculture be consolidated 
and that further assistance be better focused and underpinned by stronger sector analysis. 
 
59. ADB has provided $159.55 million in loan financing, consisting of two program loans 
totaling $50.00 million and 10 investment projects totaling $109.55 million. In addition, 
$25.31 million was provided in technical assistance (TA) grant financing: 34 advisory TA projects 
for $18.34 million and 16 project preparatory TA projects for $6.97 million. The ANR sector has 
accounted for 13.7% of ADB’s total lending to the Lao PDR, 22.0% of advisory TA projects, and 
21.1% of project preparatory TA projects. ADB’s future operations in the sector are being guided 
by ADB’s Strategy 202026, which calls for more emphasis on rural infrastructure. 
 

 d. Role of Other Development Partners in the Sector 
 
60. Collectively, development partners’ ANR operations cover a wide range of subsectors—
specialized areas like grass cultivation or livestock (Australia) and forestry (Finland), more 
general thematic areas like uplands (Sweden) or food security (Germany), and a relatively wide 
range of issues (such as France: irrigation, biodiversity, basin watershed management, rural 
development, and promotion of agriculture production; and the European Commission livestock 
and integrated rural development, and forest conservation). Development partners more closely 
aligned with ADB’s experience and interests include the World Bank, with a focus on governance 
and the reform agenda, as well as rural sector issues; and the International Fund for Agricultural 
Development, with a focus on poverty reduction and rural development.  
 
61. Development partners coordination is mainly manifest at a technical level under the 
auspices of the Joint Working Group on ANR (cochaired by the French Development Agency 
[AFD] and MAF), and its constituent sub-working groups (e.g., sector working group on 
agribusiness, uplands, forestry, water and irrigation). Partnerships with ADB’s development 
partners continue to be sought, especially in the areas relating to (i) analysis and sector 
development work to define impediments to develop commercial agriculture and agro-
processing, (ii) development of capacity and systems to implement revised policies for 
commercialized agriculture, (iii) promotion of commercially-oriented research and extension 
services, (iv) evaluation of constraints in the supply chain and development of sanitary and 
phytosanitary management systems, and (v) identification of requirements for market and rural 
infrastructure to enable development of the agro-processing industry. 
 
  e. Intended Sector Outcomes and Key Outputs Supported by ADB 
 

                                                 
25  Operations Evaluation Department (OED). 2006. Sector Assistance Program Evaluation for the Agriculture and 

Natural Resources Sector in the Lao People’s Democratic Republic. Manila: ADB. 
26 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank 2008–2020. 

Manila. 
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62. As envisaged in the CSP, ADB assistance to the Lao PDR will concentrate on sectors 
that are (i) high priority in the Government’s poverty reduction strategy, (ii) areas where progress 
must be made if the Lao PDR MDG targets are to be met, (iii) areas where ADB has some track 
record of success, and (iv) areas where ADB has the opportunity and competence to establish 
catalytic relationships with development partners. ADB assistance to ANR in the near future can 
be expected to include (i) support for the Government’s objective of transforming agriculture from 
a subsistence orientation to a diversified sector by addressing key bottlenecks to agriculture 
commercialization, and (ii) mainstreaming sector governance to boost capacities for sector policy 
and strategy and policy formulation in support of agriculture commercialization. In the longer 
term, with the adoption of Strategy 2020, emphasis for the Lao PDR (and its ANR sector) are 
likely to include addressing the country’s infrastructure deficit (especially in rural areas), 
environmental protection and natural resources management (including climate change 
mitigation), and improving governance. 
 
  f. Links to CSP Outcomes and Other Sectors and Themes 
 
63. ADB’s current CSP is based on the three strategic pillars of (i) promoting pro-poor, 
sustainable growth; (ii) fostering inclusive social development; and (iii) good governance. In an 
attempt to sharpen focus and maximize development impacts, the following approaches will be 
adopted in the ANR sector: (i) concentrating on integrated support for policy and institutional 
reform and strategic investments in priority sectors; (ii) improving the sustainability of public 
services; (iii) using non-lending services (e.g., economic and sector work, policy dialog, etc) to 
address strategic priorities; (iv) aligning ADB’s geographical focus to provide geographical and 
sector-specific support in locations where poverty-reduction impacts can be maximized; (v) 
selecting appropriate assistance instruments (such that project investments are complemented 
by capacity development and reform initiatives); and (vi) the use of grants to the extent possible 
and other (e.g., commercial) lending instruments.  
  
  g. Indicative Areas for Interventions  
 
64. Constraints to development of the Lao PDR ANR sector can be seen to originate both 
from the relative weakness of the Government as a whole, and from particular problems 
connected with geographic and natural circumstances that impact on agriculture and natural 
resource management. The Lao PDR economy in general, and its ANR sector in particular, have 
also become much more affected by the processes of regionalization (formal and informal) and 
globalization in the last few years, which have both exposed and intensified previous 
weaknesses. Priority areas that have been identified include (i) weak institutions, (ii) poor 
incentives, and (iii) inadequate rural infrastructure. While all these identified problems can 
reasonably be seen as constraints to sustained ANR sector growth, the tasks remain (i) to 
introduce some dimension of ranking or prioritization to identify the most important development 
problem, and (ii) to focus a project design around a prioritized set of strategies aimed at 
overcoming binding sector development challenges.    
  
C. Infrastructure Development  
 
 1. Transport  
 
65. The Lao PDR is a landlocked country that borders northern Thailand, northern Viet Nam, 
northeastern Cambodia, and the southern provinces of the PRC. As a result, it has a central 
position within GMS transport corridor linkages. The Lao PDR is a low-income and sparsely 
populated country. More than 70% of the population lives along the Mekong River; the rest lives 
in relatively isolated communities in the mountainous north and east, which cover more than 80% 
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of the total land area. Geographical isolation is a major cause of poverty, and most of the rural 
population has little access to markets, employment opportunities, or social services.  
 
66. Transport in the Lao PDR is mostly by road, which carries about 70% of freight and 90% 
of passenger traffic. The 31,000-kilometer (km) road network has a low density, at about 0.14 km 
per km2. Only 14% of this network is paved, including 52% of the primary highways. Road links 
between the national capital Vientiane and the provincial capitals is improving, but four of the 18 
provincial capitals still have no all-weather links. All other roads have either gravel or earth 
surfaces; the majority is impassable during the wet season. Road traffic on the entire network is 
light because of low economic activity, lack of transport, and trade facilitation service providers, 
cumbersome border controls and procedures, and poor regulation of the road transport sector, 
which leads to high transport costs. The railway system at present extends about 3.5 km, 
connecting Thailand into Vientiane across the Mekong Friendship Bridge. This is envisaged to 
facilitate transit traffic to the seaports in Thailand and will boost bilateral trade. 
 
67. Inland water transport in the Lao PDR is on the Mekong River and its tributaries, and 
mostly serves local transport needs. Subregional commercial navigation on the upper Mekong 
was enabled in 2001 when the 4 riparian countries27 signed a freedom of navigation agreement. 
This gave rise to brisk commercial traffic between southwestern PRC and northern Thailand. 
Significant subregional river traffic has not materialized between the Lao PDR and its neighbors. 

  a. Key Issues and Challenges  
 
68. Road maintenance. Although the transport linkages are still insufficient, and despite 
development partners’ efforts to improve the organization of road maintenance, shortage of 
government counterpart funds, insufficient capacity in the road construction industry, and weak 
implementation capacity at central and provincial government level hinder rapid rehabilitation of 
the road network. A deteriorating primary road network is of high concern. Secondary and 
tertiary roads are mostly in poor condition and constitute a significant cause of poverty in remote 
areas that are seasonally isolated. While transport user charges to cover the full cost of 
maintenance need to be put in place, continued rehabilitation of secondary and tertiary roads 
and of provincial airports is necessary to achieve an efficient transport network. 
 
69. Private sector development. At the institutional level, restrictive provincial regulation 
hinders the achievement of efficiency in public passenger and freight transport. Competition 
from neighboring countries’ private operators has become a threat to the domestic road haulage 
industry, because of accelerated reforms to open the Lao PDR’s border. The Lao PDR started 
negotiating to join the World Trade Organization in 1999 and needs to improve domestic 
regulations to compete with regional markets. Its domestic transport industry needs to be 
modernized with an updated fleet of vehicles and recent technology. Streamlining of border 
controls and adequate logistics support services need to be developed. Finally, less restrictive 
regulation of the transport industry and management improvements to the regulatory framework 
and the investment climate to encourage private investment in transport and related services are 
necessary. 
 
70. Safety. The Lao PDR has a very high incidence of traffic accidents because of rapid 
motorization. The associated economic losses are now estimated to exceed 2% of GDP. 

                                                 
27 The Upper Mekong River passes the PRC (where the river is known as the Lacang), the Lao PDR, Myanmar, and 

Thailand. The Khone Falls near the border between the Lao PDR and Cambodia prevent navigation between the 
upper and the lower Mekong. 
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Enhanced traffic management and enforcement to improve safety and preserve infrastructure 
assets is becoming essential.  
 
71. Greater Mekong Subregion. From a subregional point of view, the GMS East–West 
Corridor connecting Viet Nam with Thailand via the south-central Lao PDR has been completed 
and evaluated by the Operations Evaluation Department (OED) as "successful". However, the 
OED evaluation and the Government noted that the level of traffic along the corridor remains low. 
The OED study recommends rapid implementation of the Cross-Border Transport Agreement 
(CBTA) to be the key to addressing this issue. Private sector investments in logistics centers and 
other trade, manufacturing, and agriculture-related activities are planned; and are currently being 
discussed by the Government.  

  b. Government’s Sector Policy and Planning Framework 
 
72. The transport sector accounts for about 50% of the government budget and about 80% of 
official development assistance. Road transport remains a key agent for economic development. 
Population density is 23 persons per km2, and 40% of about 9,300 rural villages have no proper 
road access. The five-year plan 2006–2010 of the Ministry of Public Works and Transport 
envisions an annual investment of $200 million. Infrastructure financing needs remain huge. 
Further development of the transport infrastructure has vast potential to encourage private and 
foreign investment, to facilitate transport operations and to provide better access. Facilitation of 
the transportation of Lao goods to other countries, and the transit of neighboring countries’ goods 
through the Lao PDR, are vital to the economic development of the country; this is supported by 
ADB through its GMS activities. The Lao PDR depends heavily on road transport and has started 
implementing the Cross-Border Transport Agreement. Transport is a high priority of the 
Government’s Transport Strategy under the NSEDP6. 

  c. Government’s Institutional Arrangements and Capacity in the Sector 
 
73.  The Ministry of Public Works and Transport is responsible for all surface transport modes 
(roads, rail, inland waterways, and aviation). It has gone through important capacity building 
programs that encompass (i) decentralization of road maintenance activities, (ii) improvement of 
accounting and internal audit systems, and (iii) improvement of project monitoring.  
 
74. The Government has initiated a process of diversifying the delivery of transport services, 
especially by promoting the use of transportation modes other than road transport. Railway, 
waterway, and urban transport—and more broadly multimodal and logistic issues—were recently 
included in the Government’s strategy and in the policy dialogue between development partners 
and the Government.  
 
  d. ADB Sector Experience 
 
75. Since the early 1990s, ADB has been an active development partner in supporting the 
Lao PDR’s transport sector. ADB has been a major financier of the main east–west and north–
south road transport corridors in the Lao PDR. ADB’s support was mainly for improving the 
national road network and the rural road infrastructure, improving the legal frameworks for border 
crossings, and promoting physical connections with other GMS countries. The amount of loans 
approved for the transport sector from 1999 to 2009 is about $160 million. 
 
76. ADB-financed projects in the transport sector have successfully contributed to restoring 
access and communications—helping to support economic growth and reduce economic 
isolation. The transport projects have generally achieved their objectives but there have typically 
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been significant delays in implementation because of weak contract management capacity in 
ministries, weak capacity in the construction industry, and shortages of counterpart funding. 
Other important weaknesses relate to inadequacies in addressing social and environmental 
concerns, lack of financial sustainability, and safety issues. ADB is providing policy and planning 
support as well as institutional strengthening to the transport sector. 
 
77.  In 2000, ADB provided TA to the Department of Roads to strengthen social and 
environmental management.28 This addressed improving the department’s capacity to manage 
the environmental and social impacts of road improvement projects. ADB has also taken a 
leading role in assisting the Lao PDR in implementing the National Road Safety Strategy and 
Action Plan that the Government recently promulgated. 
 
78. ADB also undertook a Public–Private Infrastructure Advisory Facility study in 2006 to 
analyze the potential for private sector involvement in the transport sector. Recommendations 
are being adopted by the Government. Private sector involvement remains an important but 
challenging theme to include in ADB policy dialogue with Government. 

  e. Role of Other Development Partners in the Sector 
 
79. The World Bank is initiating its Third Road Maintenance Project with cofinancing from 
Sida, AusAID. In 2008, JICA delivered an urban transport study of Vientiane and is starting a 
multimodal logistic study that encompasses long-term development scenarios for logistics 
activities, logistic center feasibility studies, and proposals to increase complementarities between 
transport modes. Sida has been involved in the sector, putting strong emphasis on capacity 
building activities, including road safety and anticorruption activities. Sida’s development 
cooperation with the Lao PDR will be progressively phased out in the coming years.  

  f. Intended Sector Outcomes and Key Outputs Supported by ADB 
 
80. Improved sustainability of transport infrastructure. Many of the primary highways 
have been rehabilitated within the last decade and are in good or fair condition. However, they 
risk falling into disrepair because of inadequate maintenance. A road fund was established in 
2001. However, revenue generation is constrained by low traffic volume, which limits the 
revenue-generating base. Among others, ADB and the World Bank are providing bridge 
financing for the road fund to secure road maintenance until traffic reaches a point where road 
user charges can fully finance maintenance requirements. Traffic growth of 50% is expected 
during the CSP period.  
 
81. Continuous rehabilitation of secondary and tertiary roads. The secondary and 
tertiary roads are mostly in poor condition, especially in the north where isolation is a significant 
cause of poverty. ADB and other development partners are responding by supporting provincial 
road development but progress is slow because of inadequate government counterpart funds, 
capacity constraints of the road construction industry and central and provincial governments, 
and shortage of road maintenance funds. The share of the population that can reach a main road 
should increase from the current 60%–65% during the CSP period. 
 
82. Increased transport efficiency through reduced cost of transport services. The 
Government has corporatized part of the road transport sector by initiating liberalization of the 
import and supply of vehicles, which has substantially increased public transport supply and 

                                                 
28 ADB. 2000. Technical Assistance: Strengthening Social and Environmental Management Capacity in the 

Department of Roads of the Lao People’s Democratic Republic. Manila. 
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ownership of private vehicles, including motorcycles. While logistics support is poorly developed, 
there is restrictive provincial regulation of public transport services. These undermine efforts to 
reduce transport costs and achieve efficiencies in transport, so transport remains expensive, 
services are inadequate, and vehicles are severely underutilized. This harms the profitability of 
transport providers and hinders modernization of the vehicle fleet, which is mostly old and 
inefficient, composed primarily of secondhand imports of old vehicles from neighboring countries. 
An average reduction in public user cost of 15% in real terms should be attainable within the 
CSP period. 
 
83. Fostering transport competitiveness. International road haulage is being deregulated 
under the GMS CBTA and restrictions on the operation of foreign vehicles are being relaxed. 
This helps to reduce the cost of imports and exports, and exposes the domestic road haulage 
industry to competition from operators in the neighboring countries. Meeting this competitive 
challenge will require: (i) dismantling heavy provincial regulation on road haulage and carriers; 
(ii) modernization of the domestic transport industry; (iii) streamlining of border controls; and 
(iv) development of adequate logistics support services. 
 
84. Improved road safety. Road safety has become a severe issue, with associated 
economic losses now estimated to exceed 2% of GDP. The magnitude of the issue has spurred 
action by the Government, with support from ADB and other development partners. A reduction 
of 15 fatalities per 10,000 vehicles, from the current 20, should be attainable within the CSP 
period. 
 
85. Implement adequate safeguard policies. While significantly benefiting the public, 
infrastructure can result in significant adverse social and environmental impacts in project areas. 
ADB's priority is to entrench the concept of—and adherence to—national safeguard policies 
inclusive of instituting adequate grievance mechanisms to ensure that negative social and 
environmental impacts are minimized and residual impacts are adequately mitigated. Thus, 
impacts caused by the new projects implemented by the Government, ADB, and others should 
be eliminated within the current CSP period. 

  g. Links to CSP Outcomes and Other Sectors and Themes 
86. ADB will assist the Government to manage the road network as a vital development 
asset—support will be provided to the Government to expand access and extend the economic 
life of the main road network by (i) rehabilitating selected parts of the network, especially along 
the GMS corridors; (ii) reforming sector regulations and supporting private sector investments 
along the GMS road corridors; (iii) assisting in securing sustainable maintenance of the road 
network through the Road Maintenance Fund; (iv) building capacity to strengthen road network 
management skills; (v) supporting implementation of the Rural Transport Infrastructure Policy; 
and (vi) supporting implementation of the National Road Safety Strategy and Action Plan.  

  h. Indicative Areas for Intervention 
 
87. ADB will focus on integrated transport improvement in the medium term. Its role in the 
Lao PDR can gain from a stronger function at the institutional level through a more efficient 
sector approach, while having an active role in financing infrastructure, and in the context of the 
forthcoming completion of a first generation of projects dominated by construction of roads and 
management of road maintenance. 
 

88. ADB and other development partners will continue to coordinate their efforts within the 
Infrastructure Working Group to maintain aid effectiveness. ADB efforts in the transport sector 
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shall remain congruent with ADB’s regional cooperation strategy29. Under the GMS Program, 
ADB will support the completion and expansion of strategic transport corridors. In the northern 
and northeast GMS corridors, sections of key transport corridors have already been developed 
but significant gaps remain. ADB will support the Government to develop economic corridors to 
foster subregional trade and stimulate economic development along the main road transport 
corridors. At the institutional level, to ensure that regional traffic will be generated along the 
transport corridors allowing a decrease in transportation costs, ADB will support the CBTA 
implementation and the work of the National Transport and Facilitation Committee. 
 

89. ADB is processing a policy and advisory TA to analyze and prioritize sector development 
requirements. TA activities combine (i) a sector analysis to help understand the challenges that 
face the transport sector and the various options to overcome the constraints; with (ii) capacity 
building and technical support provided to the Government at its request, to support 
implementation of the NSEDP6. A clearer sector development strategy and framework will be 
developed and based on which ADB's future support would be anchored. ADB envisage to foillw 
the program based approach.  

  i. Monitoring Mechanism 
 
90.  ADB, the World Bank, and JICA have expended substantial effort to support the 
development of consistent and measurable performance monitoring indicators for all aspects of 
the transport sector, with a strong focus on maintenance. Discussions and performance 
monitoring are also undertaken in the context of the Infrastructure Working Group, cochaired by 
ADB and the Embassy of Japan in Lao PDR. The National Transport and Facilitation Committee 
in charge of implementing the CBTA will also play an important role in monitoring the growth of 
international traffic through, from, and to the Lao PDR.  
 
 2. Energy 
 
91.  The energy sector plays a pivotal role in the economic growth and social development of 
the Lao PDR. Several rivers flow from the highlands into the Mekong River flowing from the north 
to the south of the country and providing considerable hydropower resources. It is estimated that 
about 18,000 megawatts (MW) could be developed in the Lao PDR. However, only 4% of these 
hydropower resources have been harnessed to date. 
 
92. Coal deposits have been confirmed in the provinces of Khammouane, Phongsaly, 
Saravan, Vientiane, and Xieng Khouang. High quality lignite has also been found in Hongsa 
district of Xayabury Province near the border with Thailand. The deposit is estimated at 220 
million tons. There are plans by private investors to develop the lignite mines for power 
generation at Hongsa (1,800 MW) and to export power to Thailand. Renewable energy sources 
in the Lao PDR are still in the development stages. Biomass resources essentially consist of 
wood fuels, used for cooking and heating purposes, normally by the rural population. The 
potential for wind energy is limited. Small hydropower and photovoltaic modules are already 
used in remote areas. Small hydropower will play an increasing role as a means of rural 
electrification. 
 
93. The power sector serves two vital national priorities: (i) it provides a reliable and 
affordable supply of power, to facilitate commerce and provide social benefits to urban and rural 
communities; and (ii) it earns foreign exchange revenues from electricity exports. The 
Government’s power sector policy facilitates these objectives by encouraging optimal use of the 
                                                 
29 ADB. 2006. Regional Cooperation and Integration Strategy. Manila 
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country’s natural resources, promoting efficiency, and creating a conducive environment for 
responsible infrastructure investment, both public and private. 
 
94. The power sector in the Lao PDR is still in its infancy, with 56% of households having 
access to electricity by 2007. The existing power system covers four isolated distribution 
regions—northern, central 1, central 2, and southern—serving about 250,000 customers in total. 
The existing domestic power grids include 115 kilovolt (kV) and 22 kV transmission and 
distribution systems. There are interconnecting transmission lines between the Lao PDR, 
Thailand, and Viet Nam for power export and import. By the end of 2006, the total installed 
generating capacity in the Lao PDR was 692 MW, consisting of 310 MW fully owned by 
Electricite du Laos (EdL), 362 MW owned by independent power producers (IPPs),30 and 20 MW 
belonging to provincial authorities. About 98% of the total generating capacity is hydro-based 
and the remaining 2% is diesel-based capacity. The largest EdL hydropower plants providing 
power mainly for domestic supply are Nam Ngum 1 (155 MW), followed by Nam Leuk (60 MW), 
Nam Mang 3 (45 MW), and Xeset (40 MW). Total generation in 2006 was 3,777 gigawatt-hours 
(GWh)—EdL 1,440 GWh and IPPs 2,337 GWh. Several new large IPP hydropower plants are 
under construction, mostly for export—including Nam Theun 2 (NT2) hydropower project (1,070 
MW, with 70 MW for domestic supply to be commissioned in December 2009); Nam Ngum 2 
(615 MW for export), Theun Hinboun extension (220 MW for export to Thailand plus 60 MW for 
domestic supply) to be commissioned in 2012; and Xe Kaman 3 (250 MW for export to Viet Nam) 
to be commissioned in 2010. 
 
95. EdL was incorporated as a public company under a charter approved by the Ministry of 
Industry and Handicrafts in 1997 (in 2007 renamed the Ministry of Energy and Mines). EdL is 
responsible for the design, construction, and operation and maintenance of its generating plants; 
and transmission, distribution, and substations facilities, including power export. In 2006, only 
38% of households were connected to the EdL grid, and about 99 villages were connected to 
isolated grids. 
 
96. From 1999 to 2006, demand for electricity increased at 13% per annum, while 
corresponding electricity consumption increased by 14% per annum. Electricity consumption in 
the central regions accounted for almost 90% of total consumption; the southern and northern 
regions account for the remaining 10%. The growth rate of the peak load is higher than that of 
electricity consumption as a whole. 
 
97. The Government accords high priority to development of the power sector. It expects to 
achieve a household electrification ratio of 90% by 2020. Export of hydropower is the single 
largest foreign exchange source for the country. The Government therefore emphasizes the 
development of export-oriented hydropower projects and mobilizing private sector investment to 
develop such projects. ADB has provided assistance to develop two large hydropower plants 
with substantial capacity—Theun Hinboun and Nam Leuk. Another large hydropower project 
under construction (NT2) is partly financed by ADB.31 
 
  a. Sector Issues and Development Challenges 
 
98. Sustainable hydropower development. Development of large hydropower projects will 
continue to be justified if social and environmental impacts, resettlement, and compensation 

                                                 
30 These are Theun Hinboun hydropower plant (210 MW) with 60% shareholding by EdL, and Houay Ho hydropower 

plant (150 MW) with 20% shareholding by EdL. 
31 ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Loan for the Greater 

Mekong Subregion Nam Theun 2 Hydroelectric Project in the Lao People's Democratic Republic. Manila. 
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matters are carefully assessed and mitigated, and if the net benefits are shared equitably 
between investors and the population of the Lao PDR, who are ultimately the owners of the 
natural resources. The revenues generated from increased export earnings will be vital to 
improving basic government services, including education, health, and infrastructure services in 
poor areas of the country. The Government can obtain benefits from hydropower projects 
through concession fees, royalties, taxation, and returns on its equity stake in particular projects. 
While past hydropower projects have generated substantial revenues, these have primarily been 
used to finance the operations of EdL. Revenues from future hydropower projects will need to be 
managed to ensure they increase public spending for poverty reduction. The Government has 
prepared a Hydropower Sustainable Development Policy that provides guidance for exploration 
of the national resources in a sustainable manner. The challenge is the capacity to implement 
the policy while developing hydropower projects. Currently, the Water Resource and 
Environment Administration is responsible for implementation of the environmental protection 
policies and social resettlement policies. The Water Resources and Environment Administration 
has requested ADB to assist in building its capacity to meet this challenge. 
 
99. Private sector participation. Private sector participation in power sector development 
will be needed to achieve the power development targets set by the Government. It is estimated 
that the total investment requirements in the domestic power sector for 2007–2011 will be about 
$150 million–$200 million. The Government expects half of the funds required to be secured 
from the private sector, particularly for generation. Although many private investors are 
interested in participating in export-oriented IPP projects, greater efforts are required to create a 
favorable investment environment. The Government needs to define appropriate roles for the 
public and private sectors, as the country is still in transition to a market-based economy. Sector 
restructuring will be required, including the establishment of institutions to facilitate IPP 
participation, introducing a transparent bidding mechanism, and adopting best practices for 
formulating power purchase agreements. The Government is also taking steps to put in place an 
appropriate regulatory framework to encourage private sector participation. 
 
100. Improving EdL’s financial and operational efficiency. Electricity use in the Lao PDR is 
highly subsidized. Despite a series of increases in domestic tariffs since early 1999, full cost 
recovery has still not been achieved. Consequently, EdL’s financial performance has been 
unsatisfactory for many years. Another problem is the unsatisfactory settlement of electricity bills, 
which affects the financial viability of EdL. Dividends from government investments in 
hydropower generation plants through EdL have remained with EdL, and have been used to 
subsidize electricity tariffs and offset EdL’s operational losses. The Government recognizes the 
need to establish a power tariff regime based on full cost recovery, and in 2005 approved a new 
tariff adjustment scheme. It has also established an independent company to hold the 
Government’s shares in hydropower projects, the Lao Holding State Enterprise. It is intended 
that the Lao Holding State Enterprise will receive dividends from hydro-plants, and these 
proceeds will then flow to the government budget. With continued assistance and support from 
ADB and other development partners, the Government has taken concrete steps to introduce a 
more appropriate tariff adjustment mechanism, and to settle overdue payment arrears from 
government agencies. Adherence to progressive tariff adjustment and strict payment policies are 
critical to improve EdL’s financial performance, especially in view of the large investment 
requirement for the upcoming decade. It is estimated that the key financial ratios, such as debt 
service ratio, self-financing ratio, and debt-equity ratio will all be under pressure to reach 
acceptable thresholds. 
 
101. Improve access to electricity and rural electrification target. Rural electrification is an 
important aspect of poverty reduction—a pillar of the NSEDP6, which aims to graduate the 
country from least developing country status by 2020. Correspondingly, the Government has set 
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a plan to electrify the country by 2020, with specific targets—80% of the total number of villages 
and 90% of the total households will be supplied with electricity from the national grid.32 Northern 
provinces are currently the least electrified because the national grid does not reach many 
provinces. To achieve the national targets, an increase in the electrification rate for the northern 
and southern provinces should be accelerated. This would require an increase in the household 
electrification rate from 12% to 28% in Phongsaly, and from 14% to 32% in Oudomxay by 
expanding the current EdL electricity transmission and distribution network. 
 
102. Institutional strengthening and capacity building. In parallel with hardware 
development, the power sector in the Lao PDR needs institutional development to cope with the 
increasing requirement to manage the system rationally and sustainably. This institutional 
strengthening includes (i) the reform of electricity tariff to the full cost recovery level, (ii) setting 
up a legal framework for more efficient utilization of energy resources and energy products, 
(iii) capacity building for implementation of environmental protection and social and resettlement 
policies, and (iv) establishment of best practices. Institutional and national capacity becomes 
ever more important given the level of the Lao PDR integration with neighboring countries in the 
GMS region. 
 
  b. Government’s Development Strategy  
 
103. Although the Lao PDR has a vast quantity of economically viable hydropower resources 
and is developing a major regional export market for its hydropower resources, its per capita 
consumption rate (223 kilowatt-hours in 2007) and electrification rate (54% in 2006) are among 
the lowest in Asia. Recognizing both the economic and social advantages of electrification and 
the low rate of domestic consumption, the Government’s power development strategy states that 
energy resources represent a major opportunity for economic development that assist in the 
alleviation of poverty and development of the country. It has four medium-term priorities: 
(i) maintain and expand affordable, reliable, and sustainable electricity supply in the Lao PDR to 
promote economic and social development; (ii) promote power generation for export to provide 
revenues to meet development objectives; (iii) develop and enhance the legal and regulatory 
framework to direct and facilitate power sector development effectively; and (iv) reform 
institutions and institutional structures to clarify responsibilities, strengthen commercial functions, 
and streamline administration. In 2003, the Government prepared a Strategy for Implementing 
Sector Strengthening in the power sector. The Government’s plan to 2020 for the power sector 
involves rapid and simultaneous development on several fronts by (i) expanding generation, 
transmission, distribution, and off-grid development to increase the electrification rate for the 
country from the current level of about 54% to 90% by 2020; (ii) increasing government revenues 
from IPP investments and honoring power export commitments with Thailand (7,000 MW) and 
Viet Nam (5,000 MW) by promoting IPP generation development; and (iii) promoting the 
development of a 500 kV transmission grid with neighboring GMS countries to integrate the 
Lao PDR power system with their power systems.  
 
  c. ADB’s Development Experience  
 
104. ADB has provided policy and planning support and institutional strengthening; financed 
power generation, transmission, and distribution; and encouraged private sector investment. It 
has been the largest source of assistance to the power sector in the Lao PDR, providing about 
$273 million in loans and $16 million in TA by 2007. Of the eight completed power projects, six 

                                                 
32 In 2006, 5,289 villages (about 50% of the national total) with a population of about 2.6 million did not have access to 

electricity. 
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were rated "successful" and two were rated "partly successful".33 ADB-financed power sector 
projects have contributed to increasing the national budget and to foreign exchange earnings. 
ADB support has also played a catalytic role in attracting private and other financing for major 
hydropower projects.  
 
105. In 2001, ADB assisted in the preparation of an energy sector strategy study that formed 
the basis for external assistance to the sector. ADB has also provided support for rural 
electrification, which is critical to poverty reduction. The ongoing Northern Area Rural Power 
Distribution Project34 approved in 2003 and the GMS NT2 project approved in 2005 will help the 
Government boost access to reliable power supplies in rural areas.  
 
106. The major weakness in previous ADB support was the inadequate attention paid to social 
and environmental issues, tariff setting, financial sustainability, and contract management. The 
key lessons learned from ADB-funded hydropower power projects are that (i) early 
comprehensive assessment of social and environmental impacts is needed, (ii) downstream 
impacts of trans-basin projects are often underestimated, (iii) livelihood restoration needs more 
emphasis, (iv) sufficient financing is required for environmental and social mitigation, and 
(v) institutional capacity of executing agencies must be strengthened to ensure that they can 
implement and monitor large-scale projects effectively. Based on these lessons, ADB’s recent 
projects have increasingly focused on environmental and social mitigation and on compensation. 
The Government has also demonstrated its commitment to improving social and environmental 
management in power projects. In the NT2, it has undertaken unprecedented levels of public 
consultation and disclosure of information on environmental and social issues, showing a 
willingness to open itself to the scrutiny of international media, nongovernment organizations, 
and panels of international experts. The Government has also made efforts to set tariffs based 
on marginal-cost pricing, and to progressively reduce subsidies to domestic consumers to 
discourage wastage of energy supplies. 
 
  d. Activities of Other Development Partners 
 
107. The World Bank is one of the main partners in development of the energy sector. It has 
provided investment support, sector adjustment operations, TA credits and grants, and policy 
advice. In recent years, World Bank assistance has focused on support for restructuring and 
fostering the commercialization of EdL, establishment of a suitable tariff policy and regulatory 
framework, development of the NT2, and investment support for the rural electrification project in 
the southern provinces. The Nordic Development Fund has cofinanced transmission and 
distribution projects with ADB. The governments of Australia, Japan, and Norway have helped to 
strengthen EdL and the Hydropower Office, and the governments of Australia and Japan have 
been involved in off-grid rural electrification. Private developers from Australia, Belgium, France, 
India, Japan, Norway, Republic of Korea, the PRC, Sweden, and Thailand are also involved in 
various hydropower generation, transmission, and distribution projects.  
 
  e. Intended Sector Outcomes and Key Outputs Supported by ADB 
 
108. Together with other development partners, ADB, through technical support and policy 
dialogue, will continue to support the commercialization of EdL; the development of appropriate 
regulatory arrangements; expansion of an affordable, reliable, and sustainable electricity supply 

                                                 
33 The two "partly successful" projects are (i) Vientiane Power Distribution, which had cost overruns following civil 

unrest in the mid-1970s; and (ii) Nam Ngum-Louang Prabang Power Transmission, which also had cost overruns 
caused by high inflation and the deteriorating exchange rate. 

34 ADB. 2003. Report and Recommendation of the President to the Board of Directors: Proposed Loan for the Northern 
Area Rural Power Distribution Project in the Lao People's Democratic Republic. Manila. 
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system; adoption of off-grid power generation and alternative technologies where grid-fed 
electrification is not feasible, especially small and mini hydro; and private sector participation in 
the development and operation of the power sector. Given the export orientation of much of the 
sector, forging suitable public–private partnerships to develop the country’s tremendous 
hydropower resources in an environmentally, socially, and fiscally responsible manner is central 
to the long-term development of the Lao PDR. ADB’s support for public–private partnerships in 
the energy sector will be provided primarily through the GMS Program and the Private Sector 
Operations Department. Priority will be accorded to development of the transmission system in 
the northern region of the country, along the North–South Economic Corridor. With the 
development of high-voltage transmission and distribution facilities, the national electrification 
rate will steadily improve and regional power trade will be facilitated. 
 
109. ADB will continue to support the development of new hydropower projects. Together with 
its Private Sector Operations Department, opportunities for advancing private–public 
partnerships to further develop hydropower resources for export will continue to be explored. 
ADB will also draw on its new financial instruments, including partial risk and other forms of 
guarantees, to help improve the availability and terms of financing for private-sector-led power 
generation projects. The Private Sector Operations Department will explore opportunities to 
support strategic hydropower and/or renewable energy projects to meet the country’s expanding 
energy demands. 
 
110. The successful completion of NT2 will be critical to development of the energy sector of 
the Lao PDR. ADB is giving high priority to the effective implementation of the NT2 and is 
conducting regular field-based supervision in association with other stakeholders. Agreed public 
expenditure reform measures and the NT2 revenue management arrangements will be 
supervised separately by a joint ADB-World Bank team. ADB is playing a leading role in 
supervising the implementation of the project’s environmental and social safeguards. ADB, 
working in close collaboration with the World Bank, assisted the Government to expand the 
Environment Protection Fund to ensure that part of the NT2 revenues are allocated to 
environmental management activities. 
 
111. ADB has played a catalytic role in promoting GMS regional grid interconnections and 
regional power trade. The development of regional grid interconnection has helped to optimize 
generation resources, reduce reserve margins, make savings in transmission line investments 
(caused by optimal planning of the combined system), and increase security of supply. Under the 
GMS Program, ADB will continue to facilitate and support the development of a national 
backbone transmission grid, cross-border grid interconnection, and power trade between the Lao 
PDR and neighboring countries.  
  
112. Development of renewable energy is an integral part of the national rural electrification 
programs. ADB will continue to assist the Government in preparing a national framework for 
energy efficiency and climate change mitigation through TA.  
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Table A3.1: Updated Priority Sectors and Themes Summary 
 

Priority Sector Developments Since the Adoption of the Country Strategy and Program, 2006-2011
 

Economic Development 
   
 
Industry and 
Trade (SME 
development)  

Progress was assessed against private investment trends, improvements in the enabling 
environment for domestic and foreign investors, and in the enabling environment for 
SMEs. ADB support has proved invaluable in developing an SME strategy and in helping 
to reduce the registration time for new enterprises. For the balance of the current CSP 
period, ADB will focus on promoting private sector development by improving the 
enabling environment for the private sector (with particular emphasis on SMEs), and will 
foster private–public partnerships in hydropower and other sectors, and contribute to 
enlarging the role of the private sector in the transport, health, and agriculture sectors.   

Finance Steady progress has been registered in reducing the overhang of nonperforming assets 
in the state banks, opening up the banking sector to foreign competition, and improving 
prudential regulation for the banks. A new financial sector strategy was prepared in 2008 
and provides a road map for further developing the banking sector as well as building the 
capital market. For the balance of the CSP period, ADB’s sector strategy will continue to 
promote good financial sector governance by supporting the reform of the banking 
sector. In line with the Government’s new financial sector strategy, assistance will be 
provided to help develop the governance and institutional framework necessary for the 
sound and sustainable development of the nascent capital market.  

 
Rural Development 

Agriculture and 
Natural 
Resources 

Progress in this sector was assessed by examining trends in cash-crop production and 
exports, both of which indicate steady improvement in commercial agriculture 
development. Progress in the planning and management of the natural resource base 
was also assessed, including noteworthy developments in land and watershed 
management. Support for rural development, as a means of targeting assistance to poor 
communities, was also shown to be an important part of the Government’s poverty 
reduction efforts. 
 

While ADB’s assistance strategy in agriculture, rural development, and natural resource 
management will continue to support the Government’s objective of transforming 
agriculture from a subsistence orientation to a more diversified sector by addressing 
bottlenecks to commercialization, in line with the adoption of ADB’s long-term strategic 
framework 2008–2020 (Strategy 2020),a more emphasis will be accorded to supporting 
rural development (through rural infrastructure provision) and providing assistance for  
environmental protection and natural resources management, including for addressing 
challenges posed by climate change.  To meet these enhanced objectives, emphasis will 
be accorded to developing capacity for sustainable management of rural land, 
watershed, and rural energy resources. 

 
Infrastructure Development 

Energy 
 

Steady progress in the power sector has been made in terms of improved access to 
electricity, increases in investment in cross-border distribution systems, a near-doubling 
of purchase power agreements with neighboring nations, timely implementation of the 
NT2 project35 (including effective resettlement and downstream livelihood restoration 
activities), construction and expansion of five major hydropower facilities, and active 
negotiations for an additional 15 medium-sized hydropower stations. Implementation of 
the NT2 project has already had important impacts on the country’s reputation as an 
investment location, the processes used to negotiate and manage public–private 
contracts, the management of the country’s public finances, and the environmental and 
social safeguards and procedures used in large projects. 

                                                 
35 ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Loan for the Greater 

Mekong Subregion Nam Theun 2 Hydroelectric Project in the Lao People's Democratic Republic. Manila. 
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For the balance of the CSP period, after NT2 comes into operation, more emphasis will 
be accorded to ensuring that alternative livelihoods of affected communities are secured 
and that revenue-management agreements are put in place. More emphasis will be 
accorded to support for public–private partnerships in the energy sector  through the 
GMS Program and the Private Sector Operations Department, with new investments in 
medium-scale export-oriented hydropower projects (Nam Ngum 3 and Nam Ngiep 1 
hydropower projects) designed to serve as “next-generation” models for sustainable 
development of hydropower resources. In addition, improvements in the electrification 
rate and power trade will be supported by providing assistance to develop the power 
transmission system along the North–South Corridor and by developing transmission 
facilities between Nabong and Udon Thani.    

Transport, and 
Information and 
Communication 
Technology 

Progress in road transport has been assessed in terms of the extension of the road 
network, financing and institutional arrangements for maintaining roads, the development 
of multimodal transport links, and improvements in border arrangements. A strong 
upsurge in commodity trade within the GMS is a direct result of improved connectivity. 
Strong foreign direct investment and domestic investment in tourism, plantations, 
contract farming, and retail trade is also a direct result of improved access to markets. 
 

During the balance of the CSP period, ADB’s transport sector strategy will continue to 
support the Government’s efforts to expand access and extend the economic life of the 
main road network by (i) rehabilitating selected parts of the network, especially along the 
GMS corridors; (ii) reforming sector regulations and supporting private sector 
investments along the GMS road corridors; (iii) assisting in securing sustainable 
maintenance of the road network through the Road Maintenance Fund; (iv) building 
capacity to strengthen road network management skills; (v) supporting implementation of 
the Rural Transport Infrastructure Policy; and (vi) supporting implementation of the 
National Road Safety Strategy and Action Plan36.  In light of the need to boost returns to 
past transport investments, ADB will provide support to help transform the transport 
corridors into economic corridors by assisting the implementation of the Cross-Border 
Transport Agreement, developing feeder roads, and assisting the Government to foster 
ancillary services along the road network including logistics centers; enterprise zones; 
and other trade, manufacturing, and agriculture-related activities. 

 
Social Development 

Education Progress in the education sector has been tracked against achievement of the education 
MDGs; various indicators of education quality (transition rates, dropout rates); access of 
girls to different levels of schooling; implementation of the Government’s programs to 
improve the quality of basic and secondary schooling; institutional reforms in the 
education sector; and changes in sector policies. Notable progress has been made in all 
aspects of education sector development, but substantial gaps in access and quality 
remain. With ADB support, an education sector framework for basic education was 
developed, and with AusAID support, this is being extended to cover all aspects of the 
sector—i.e., pre-school, nonformal, vocational, and technical and higher education.   
 

In the remaining years of the CSP, ADB’s strategy in education continues to give priority 
to helping the Government expand access to a full range of quality primary schooling for 
all children. However, a change in emphasis within support to education is warranted by 
growing skill gaps in the economy and by the urgent need to balance improvements in 
primary education, which have commanded the great bulk of partner funding, with 
support for other parts of the education system. Continuing investments in basic 
education will consequently need to be matched by a gradual shift in ADB’s sector 
assistance emphasis toward strengthening the lower and upper secondary sectors and 

                                                 
36 Ministry of Communication, Transport, Post and Construction. 2005. The National Road Safety Strategy and Action 

Plan. Vientiane. 
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for providing better vocational, technical, and higher education. As ADB’s assistance 
coverage in the education sector expands, a more comprehensive approach to education 
sector development—in planning, budgeting, and capacity building—will provide a 
platform for developing a programmatic approach to education sector development.  

Health and 
Social 
Protection 

Consistent with ADB’s initial focus on primary health care, progress in the health sector 
has been tracked primarily against achievement in meeting health sector-related MDGs. 
Performance here is mixed, with good progress in some indicators (infant mortality and a 
reduction in morbidity from contagious diseases) and mixed in others (i.e., maternal 
mortality and child nutrition). Health sector financing continues to be very low, although it 
is increasing gradually. MOH is moving toward a results-based provincial and district 
health system management approach as an important building block toward a 
programmatic approach to developing the sector.  
 

ADB’s Health Systems Development Project, approved in 2007 for 4 years, is assisting 
MOH in preparing building blocks for a more coordinated approach to sector 
development. Through this project, ADB is helping MOH prepare its HRD policy, improve 
several training programs, strengthen provincial planning and budgeting, pilot a results-
based planning approach, launch health equity funds, and develop the next five-year 
plan (2011–2015). Based on this approach toward developing the health system in the 
northern provinces, ADB and the Government are preparing to scale up the health equity 
fund and program approach to decentralized service delivery, and to strengthen 
provincial health systems management nationwide in a second health sector 
development program. This project will serve as a springboard to a sector-oriented 
approach to health sector development, at the provincial and national levels, around 
which several (like-minded) development partners will align support.   

 
Urban Development 

Water Supply 
and Other 
Municipal 
Infrastructure 
and Services 

Steady progress has been registered in improving access to clean drinking water and 
sanitation services, in urban areas (where ADB has been the lead development partner) 
but also nationwide. Particular attention is being given to improving drinking water and 
sanitation facilities in schools and in the 47 poorest districts.   
 

After intense policy dialogue in 2007 and 2008, a new agreement with the provincial 
governments on water tariffs has led to tariff levels that cover costs, and sets the stage 
for more sustainable water supply delivery systems. Ongoing ADB assistance through 
the Northern and Central Regions Water Supply and Sanitation Sector Project is 
providing assistance in 12 towns, and will soon be complemented by a Small Towns 
Water Supply and Sanitation Project that will provide assistance in 16 towns in three 
provinces.  
 

Priority Theme Developments since the Adoption of the Country Strategy and Program 
 

Good Governance 

 
Governance 

Progress in fostering good governance was assessed against indicators of sound public 
sector financial management, and in building capacity for the delivery of effective public 
services. With respect to the former, the Government has steadfastly maintained fiscal 
discipline, despite external commodity price shocks. The 2006 Budget law has improved 
revenue management, and domestic revenues have steadily increased. New budgeting, 
accounting, and auditing laws and procedures have enhanced the coherence and 
integrity with which public finances are managed. In terms of capacity building, efforts 
have been made to professionalize the management of the civil service, augment 
incentives for public sector employees (especially those in remote regions), provide more 
services via the internet, and delegate responsibilities and resources to local 
governments for a number of functions.    

Building on its long-standing commitment under NT2, ADB will continue to cooperate 
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with other development partners (World Bank, AusAID, the European Commission, 
Swiss Development Cooperation (SDC), Sida, JICA, and Singapore) to build government 
public sector financial management capacity under the Public Financial Management 
Strengthening Program with support for the next 2 years focused on building capacity to 
strengthen medium-term budget framework. ADB’s contribution to strengthening capacity 
will continue to remain anchored in its sector support, with assistance for key public 
investments combined with sector capacity development support for improved policy 
formulation, planning, financial management, and sector coordination. Particular mention 
should also be accorded to the capacity-building support under the GMS Program, which 
succeeded in creating capacity within the Government for entering into power-purchase 
agreements and for managing public–private partnerships for hydropower development.   

 
AusAID = Australian Agency for International Development; EC= European Commission; HRD= human resources 
development; JICA= Japan International Cooperation Agency; MOH= Ministry of Health; NT2= Nam Theun 2 
Hydroelectric power project; SMEs= small and medium-sized enterprises; SCD = Swiss Development Cooperation; 
Sida= Swedish Development Cooperation. a ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the 
Asian Development Bank 2008–2020. Manila. Source: Asian Development Bank. 
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A.4. INDICATIVE ROLLING COUNTRY OPERATIONS BUSINESS PLAN, 2010–2012 
 

A. Consistency of the Business Plan with the Current Country Strategy and Program 

1. Important progress has been achieved at the macro and sector levels, with results of ADB 
operations monitored through project review, country portfolio, and programming missions. Against 
the CSP results framework and the NSEDP6 targets, progress on macro-level results include the 
following: (i) poverty was reduced from 33% in 2003 to 27.1% in 2008 against a target of 25% by 
2011, (ii) strong economic growth was maintained averaging 7.5% during 2006–2008 within the 
NSEDP6 target, and (iii) gross domestic product per capita incomes reached $840 in 2008 against 
the NSEDP6 target of $750 by 2011. The pace of reforms has also been accelerated, notably in 
the policy and legal and regulatory areas. At the sector and thematic levels, key milestones include 
the following: (i) in private sector development, the number of registered firms grew by 12% 
annually during 2006–2008; (ii) in the financial sector, nonperforming loans were reduced from 
10.5% in 2006 to 4.4% in 2008; (iii) the establishment of the Water Resources and Environment 
Administration strengthened institutional capacity for environmental impact assessments and 
management of integrated water resources and climate change; (iv) in energy, households’ access 
to power increased from 44% in 2005 to 58% in 2008, with power exports reaching just under $98 
million; (v) in transport, the road network grew by 3.4% annually from 2006 to 2008, and 120 of the 
139 district centers are now connected to provincial capitals with all-weather paved roads; (vi) in 
education, net enrolment in primary schools increased from 58% in 1991 to 89% in 2008; and (vii) 
in health, steady progress has been made in achieving health MDGs from 2005 to 2008. These 
achievements are consistent with the results of the Government’s NSEDP6 midterm review 
concluded in November 2008.1 
 
2. Against these achievements, the thrust of the CSP remains valid and relevant to the 
country’s evolving development context. These include poverty reduction through promoting pro-
poor sustainable growth, fostering inclusive social development, and building capacity for good 
governance. ADB’s priority sector support remains fully aligned with the four NSEDP6 core sectors 
of agriculture, health, education, and infrastructure. CSP implementation during the remaining 
period will be further strengthened, with close alignment to ADB’s Strategy 2020. Emphasis will be 
placed on (i) sustainable environmental management to respond to the challenges posed by 
climate change and rapid economic development, (ii) addressing the education sector in a more 
holistic manner by responding to human resources and capacity constraints, and (iii) fostering 
subregional cooperation through closer integration of GMS activities with national interventions. 
 
B. Indicative Lending and Grant and Nonlending Program for 2010–2012 

 1. Resources and Proposed 2010–2012 Program 
 
3. The lending and grant and nonlending program for 2010–2012 is developed based on 
ADB’s 2009 planning directions and 2008 performance-based allocation for the Lao PDR of an 
indicative Asian Development Fund (ADF) level of about $57.6 million a year, 20% of which is 
earmarked for subregional projects. To support the Government in addressing the impact of the 
global economic crisis, an additional $35.28 million has been made available through ADB’s Crisis 
Response of Asian Development Fund – Allocation of Additional Liquidity fund for 2009–20102. 
ADB will also draw on the regional ADF allocations and mobilize highly leveraged cofinancing 
operations, ADB-administered trust funds, public–private partnerships, special initiatives, and 

                                                 
1Government of Lao PDR. 2008. Mid Term Review of the Implementation of the Sixth National Socio-Economic 

Development Plan,2006-2010. Vientiane. 
2 ADB. Memorandum on Revised 2009-2010 ADF Allocation Incorporating Additional $400 million, 16 June. Manila.  
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partnerships with other institutions. The indicative lending and grant levels take into account the 
country’s debt situation, the Government’s borrowing and absorptive capacity, and the proposed 
use of grants and loans. At 9.0% of export earnings in 2008, external debt servicing is considered 
sustainable, reflecting the highly concessional nature of public debt. Continued robust economic 
growth and a strengthening of the revenue to gross domestic product ratio are expected to improve 
the Government’s absorptive capacity in the medium term. Foreign currency earning and revenue 
generating projects are also selectively explored for ADF hard-term (small and mini-hydropower) 
and ordinary capital resources (OCR)3 financing (hydropower and cross-border power transmission 
projects).   
 
4. The 2010–2012 national program consists of 11 national ADF projects ($189.28 million) 
balanced among the six core operational sectors. The overall sectoral distribution is rural 
development (12%); social development (23%); infrastructure development (28%); economic 
development (15%); and urban development (22%). This is complemented by 15 national TA 
projects in the amount of $10.4 million or about $3.4 million per annum. The TA program has been 
developed with a focus on project preparatory TA (about 20% over-programmed) followed by 
critical economic, thematic and sector work, and capacity development in priority sectors, 
assuming the current ($3 million–$5 million) or slightly higher level per annum. The national 
program is being complemented by 16 GMS projects ($437.7 million), which include 4 OCR 
financed public–private operations for $229 million and 19 GMS regional TA projects for about 
$21.7 million. The 2010–2012 indicative program is in Tables A4.1 and A4.2 
 
C. Summary of Changes to Lending and Grant and Nonlending Programs 

5. The adjustments made to the 2009 program and the changes to the 2010–2011 pipeline 
were discussed and an understanding reached with the Government and stakeholders during the 
2009 Country Programming Mission. The proposed program is in line with the strategic pillars of 
the current CSP. The adjustments and changes made to the regional lending and nonlending 
programs are in line with the 2009 GMS regional cooperation operations business plan4. 
 
 1. Adjustments to the 2009 Program  
 
6. The 2009 lending and grant program activities as outlined in the 2008 country operations 
business plan5 are being implemented satisfactorily. At the request of the Government and based 
on project readiness, the Private Sector and SME Development Program (Subprogram 2) has 
been included for processing in 2009, and the GMS Mekong Water Supply and Sanitation has 
been merged with the GMS Corridor Towns Development Project for 2010. The GMS Capacity 
Building for HIV Prevention has been deferred until 2012. Adjustments were made to the 
nonlending operations to reflect outcomes of the reprioritization exercise for nonlending operations 
in early 2009. The changes include (i) integration of the Labor Market Survey research and 
development TA into the Technical Education and Vocational Training project preparatory TA; and 
(ii) deferring of the capacity development TA for Capacity Strengthening of the National Statistics 
System to 2009 standby. The updated lending and grant program for 2010–2012 is in Tables A4.1 
and A4.2 and the 2009 lending and grant and nonlending programs are in Tables A4.3 and A4.4. 
 
 2. Summary of Changes to the 2010–2011 Program 
 

                                                 
3 ADB classifies Lao PDR as a Group A (ADF only) country while also availing of OCR resources as an additional source 

of funding for priority revenue generating development projects that are capable of repaying the loans. OCR resource 
mobilization is subject to project readiness, financial viability, and strong Government demand.  

4 ADB. 2009. Regional Cooperation Operations Business Plan for the Greater Mekong Subregion. Manila. 
5 ADB. 2008. Country Operations Business Plan for the Lao People's Democratic Republic. Manila. 
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7. The following changes were made to the 2010–2011 lending and grant program of the 
2008 country operations business plan: the Education Sector Development Program has been 
renamed the Basic Education Sector Development Program and deferred from 2010 until 2011; 
and the GMS Nam Ngiep 1 and Nam Ngum 3 hydropower projects have been deferred until 2011. 
The GMS Nabong–Udon Thani Power Transmission and Interconnection project has been 
postponed to 2012. The East-West Economic Corridor II programmed for 2011 has been removed 
following the outcome of the preliminary feasibility assessment and the propose Supplementary 
project for the GMS Communicable Disease Control project has been dropped since the need was 
no longer established.  
 
8. The changes in the 2010–2011 nonlending program are the inclusion of the following TA 
projects: capacity development TA for Capacity Development for Gender Mainstreaming in the 
Ministry of Agriculture and Forestry, and project preparatory TA in 2010 for preparing the GMS 
Feeder Roads for the East–West Economic Corridor. The 2012 nonlending program includes 
project preparatory TA for the Education Sector Development Program, Urban Clean Environment 
Management, Climate Proofing of GMS Corridors, and GMS Sustainable Tourism Development II.  
 
D. Indicative Internal Resource Requirements 

9. The increased operations in the Lao PDR, supported by more than doubling of the ADF 
allocation, are placing significant pressure on staff resources, capacity, and skills mix to deliver the 
2010–2012 program effectively. Additional staff resources at the resident mission, with the 
adequate capacity and skills mix, need to be addressed to meet expanding operations in the 
country. Continuous strong commitment of sector staff at ADB headquarters and effective 
involvement of hub staff are crucial for the satisfactory implementation of the CSP and to deliver a 
substantially expanded portfolio.  
 
E. Results-Based Monitoring 
 
10. The Government leads the aid coordination process guided by the Vientiane Declaration 
on Aid Effectiveness6 and the associated country action plan, which translates the Paris 
Declaration principles into a set of country goals and objectives with a time-bound action plan and 
monitoring framework. The 72 actions of the country action plan are designed to accelerate 
NSEDP6 implementation. Based on the results of the NSEDP6 midterm review, the Government 
affirmed that, given the objectives of meeting the MDG targets by 2015 and graduating from least-
developed country status by 2020, the NSEDP6 remains focused on reducing poverty and 
accelerating the pace of social development.  
 
11. CSP implementation is aimed at helping the Government achieve the NSEDP6 initiatives 
and targets in improving the quality of and access to basic education and health care services, 
fostering agriculture diversification and commercialization, and improving the enabling environment 
for private sector development. Its implementation is tracked through the project design and 
monitoring framework and project review missions. Sector results have been reviewed during 
country portfolio review missions and the country partnership strategy midterm review. Annual 
progress of the CSP is being monitored and tracked through its results framework, country portfolio 
review missions, country programming missions, and country performance assessment missions. 
Sound progress is being made toward meeting the targets of the CSP results framework.  
                                                 
6 Government of the Lao People's Democratic Republic and the Development Partners. 2006. Vientiane Declaration on 

Aid Effectiveness. Vientiane. 
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Table A4.1: Indicative Assistance Pipeline for Lending and Grant Products, 2010–2012 
 

    Year of   
Sector Targeting   Project  Cost ($ million) 
Project/Program Classifi- Thematic  Preparatory Total  ADB  Gov't Cofinancing 
Name cation Priority Division Assistance  OCR ADF Total   
 

2010 Loans and Grants           
 

National            
 

Rural Development           

1.Rural Infrastructure Development 
Project 

 GI  ECO SEAE 2009 34.0 0.0 23.0 23.0 1.0 10.0 
(IFAD) 

Social Development           
2.Technical and Vocational Education 
Development Project (and labor market) 

 GI  ISD,GAD SESS 2009 31.0 0.0 23.0 23.0 0.0 8.0 
(Kor) 

 

Infrastructure Development           

3.Small and Mini-Hydropower 
Development Project  (ADF hard-term)   

TI ECO SEEW 2009 15.0 0.0 10.0ª 10.0 1.0 4.0 
NDF/Kor/carbon 

credit 
Economic Development           
4.Second Generation Private 
Sector/SME Development Program  

 GI  ECO SEFM 2007 14.28 0.0 14.28 14.28 0.0 0.0 

 

Urban Development           

5.Northern and Central Regions Water 
Supply and Sanitation Sector Project 
(Supplementary)  

GI ECO SETU 2004 6.0 0.0 6.0 6.0 0.0 0.0 

Total     100.28 0.0 76.28 76.28 2.0 22.0 

Subregional Firm      
 

Rural Development        

1.GMS Biodiversity Conservation 
Corridor Project 

GI ENV,RCI SEAE 2009 37.0 0.0 20.0 20.0 2.0 15.0 (IUCN) 

Infrastructure Development            
2. GMS Northern Power Transmission TI ECO,RCI SEEW 2006 61.38 0.0 20.0 20.0 3.5 37.88 (KEXIM) 
3.Second GMS Northern Transport 
Network Improvement  

GI ECO, RCI SETU 2008 40.0 0.0 20.0 20.0 2.0 18.0 Kor/NDF 
 

 

Social Development           

4.GMS Communicable Disease Control 
II 

GI ISD, RCI, 
GAD 

SESS 2009 14.0 0.0 11.0 11.0 1.0 2.0 (tbd) 

Total     152.38 0.0 71.0 71.0 8.5 72.88 
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    Year of   
Sector Targeting   Project  Cost ($ million) 
Project/Program Classifi- Thematic  Preparatory Total  ADB  Gov't Cofinancing 
Name cation Priority Division Assistance  OCR ADF Total   
                                   

Total National and Subregional       

252.66 
 

0.0 
 

147.28 
 

147.28 
 

 10.5 
 

94.88 
 

2011 Loans/Grants           
 

National Firm   

          

Urban Development           
1.Pakse Clean Environment 
Management Project 

GI ENV SETU 2010 32.0 0.0 15.0 15.0 2.0 15.0 
(NDF) 

Social Development           
2.Basic Education Sector Development 
Program II 

 GI  ISD, GAD SESS 2010 25.0 0.0 20.0 20.0 0.0 5.0(Aus) 
 

Infrastructure Development        
3.Transport Sector Development Project GI ECO SETU 2010 37.0 0.0 22.0 22.0 2.0 13.0 (Kor) 

Total     94.0 0.0 57.0 57.0 4.0 33.0 
           

Subregional Firm 
 

         
Rural Development           

1.GMS Flood and Drought Risk 
Management and Mitigation 

GI ECO,RCI SEAE 2008 30.0 0.0 20.0 20.0 5.0 5.0(Aus) 

2.GMS Rural Renewable Energy Project GI ECO,RCI SEAE 2010 13.0 0.0 10.0 10.0 1.0 2.0 
Economic Development           
3.Trade Facilitation: Improved SPS 
Handling in GMS Cross Border Trade  

GI ECO,RC I TRM, 
SEFM 

2009 18.0 0.0 15.0 15.0 1.0 2.0 (NZ) 

4. GMS Corridor Towns Development GI ECO,RC I SETU 2010 22.0 0.0 11.0 11.0 1.0 10.0 (InWENT/ 
NDF 

Infrastructure Development           
5.GMS Nam Ngum 3 Hydropower 
Project 

TI ECO, RCI 
 

SEEW/ 
PSIF2 

2006 75.0 70.0 0.0 70.0 5.0 0.0 

6.GMS Nam Ngiep 1 Hydropower 
Project  

TI ECO, RCI,  
PSD 

SEEW/ 
PSIF2 

2008 60.0 60.0 0.0 60.0 0.0 0.0 

           

Subregional total     218.0 130.0 56.0 186.0 13.0 19.0 
    Total National and Subregional     312.0 130.0 113.0 243.0 17.0 52.0 

 

2012 Loans/Grants           
 

National Firm 
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    Year of   
Sector Targeting   Project  Cost ($ million) 
Project/Program Classifi- Thematic  Preparatory Total  ADB  Gov't Cofinancing 
Name cation Priority Division Assistance  OCR ADF Total   
Infrastructure Development 
1.Renewable Energy Development 
Project 

TI ECO SEEW 2010 25.0 0.0 20.0 20.0 2.0 3.0 (Fra) 

Urban Development           
2.Water Supply and Sanitation Sector 
Program 

GI ECO SEEW 2010 33.0 0.0 21.0 21.0 2.0  10.0 (Aus) 
 

Economic Development           
3.Financial Sector Development 
Program  

GI ISD SEFM 2011 18.0 0.0 15.0 15.0 0.0 3.0 (EC) 

Total     76.0 0.0 56.0 56.0 4.0 16.0 

Subregional Firm            
 

Infrastructure Development          

1. GMS Northern Power Transmission II TI ECO,RCI SEEW 2010 51.0 0.0 20.0 20.0 6.0 25.0 (tbd) 
2.GMS Nabong–Udon Thani Power 
Transmission and Interconnection 
(MFF:$100 million), PFR 1 

GI ECO, RCI SEEW 2007 84.0 74.0 0.0 74.0 10.0 0.0 

3.LAO/VIE Power Interconnection (Ban 
Sok-Pleiku)  

GI 
 

ECO,RCI SEEW 2008 150.0 25.0 0.0 25.0 8.0 117.0 (tbd) 

Economic Development           
4.GMS Sustainable Tourism 
Development II 

GI ECO,RCI SESS 2011 20.0 0.0 20.0 20.0 0.0 0.0 

Social Development           
5. GMS Capacity Building for HIV/AIDS 
Prevention 

TI ISD,GAD, 
RCI 

SESS 2009 5.5 0.0 5.0 5.0 0.5 0.0 

Urban Development           
6. GMS Corridor Towns Development II GI ECO,RCI SETU 2011 28.0 0.0 15.0 15.0 1.0 12.0 (tbd) 
Subregional total    338.5 99.0 60.0 159.0 25.5 154.0 
Total National and Subregional    414.5 99.0 116.0 215.0   29.5 170.0 

 
AusAID = Australia; ECO = sustainable economic growth; ENV = environmental sustainability; Fra = France; GAD = gender and development; Ger = Germany; GI = 
general intervention; Gov’t = government; GMS = Greater Mekong Subregion; ISD = inclusive social development; Jap = Japan; Kor Rep. = Republic of Korea; Lux = 
Luxembourg; PSIF2 = Private Sector Operations Department Infrastructure Finance Division 2; RCI = regional cooperation and integration; SEAE = Southeast Asia 
Department, Agriculture, Environment and Natural Resources Division; SEFM = Southeast Asia Department, Financial Sector, Public Management and Trade 
Division; SEEW = Southeast Asia Department, Energy and Water Division; SESS = Southeast Asia Department, Social Sector Division; SETU= Southeast Asia 
Department, Transport and Urban Development Division. TI = targeted intervention. ª Asian Development Fund hard term. Source: Asian Development Bank.  



  

 

68
Appendix

4

 
Table A4.2: Indicative Assistance Pipeline for Nonlending Products and Services, 2010–2012 

 
   Sources of Funding  
   ADB Others  
Sector Responsible Assistance  Amount  Amount Total 
Assistance Name Division Type Source ($'000) Source ($'000) ($'000) 
        
2010 National Firm  

 
       

Rural Development         
1.Capacity Strengthening for Gender Mainstreaming 
in the Agriculture Sector 

SEAE CDTA TBD 500.0  0.0 500.0 

Infrastructure Development        
2. Renewable Energy Development Project SEEW PPTA JSF 900.0  0.0 900.0 
3. Transport Sector Development Project SETU PPTA JSF  1,000.0  0.0 1,000.0 

Social Development         
4.Basic Education Sector Development Program II  SESS PPTA JSF 700.0  0.0 700.0 
Urban Development        
5.Pakse Clean Environment Management Project  SETU PPTA JSF 700.0 CCF 0.0 700.0 
6. Pilot-testing  Climate Change Adaptation  LRM,SEAE PATA TASF 400.0 NDF 2,600.0 3,000.0 
Public Sector Development       
7.Capacity Strengthening of the National Statistics 
System 

LRM,ERD CDTA TASF 500.0 UNDP 500.0 1,000.0 

        
 Total    4,700.0  3,100.0 7,800.0 
 
Subregional Firm 

       

 
Rural Development 

       

1. GMS Rural Renewable Energy Project SEAE R-PPTA JSF 2,000.0  0.0 2,000.0 
Infrastructure Development       
2.Facilitating Sustainable, Environment-friendly 
Regional Power Trading in the GMS, Phase 2 (Study 
on the PRC/LAO/CAM power interconnection and 
transmission improvement) 

SEEW R-PATA JSF 2,000.0  0.0 2,000.0 

3.Developing the Regional Transmission and 
Regulatory Authority  

SEEW R-PATA  0.0 France 1,000.0 1,000.0 

4.GMS Feeder Roads for East West Economic 
Corridor  

SETU R-PPTA TASF 800.0 Japan 800.0 1,600.0 

5. GMS Northern Power Transmission II  SEEW R-PPTA JSF 1,000.0  0.0 1,000.0 
Social Development        
6. GMS Capacity Building for HIV/AIDS Prevention SESS R-PPTA  0.0 RCIF 1,300.0 1,300.0 

Urban Development        
7. GMS Corridor Towns Development Project  SETU R-PPTA TASF 1,000.0  0.0 1,000.0 
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   Sources of Funding  
   ADB Others  
Sector Responsible Assistance  Amount  Amount Total 
Assistance Name Division Type Source ($'000) Source ($'000) ($'000) 
Public Sector Development        
8.Strengthening the Coordination of the GMS 
Program  

SEOD R-PATA TASF 1,000.0 RCIF/Others 1,000.0 2,000.0 

Economic Development        
9.Enhancing Transport and Trade Facilitation in the 
GMS (Cluster TA, year 1) 

SEOD R-CDTA TASF 2,000.0 AusAID 2,000.0 4,000.0 

 Total    9,800.0  6,100.0 15,900.0 
 
 Total National and Subregional  

    
14,500.0 

  
9.200.0 

 
23,700.0 

 
2011 National Firm  

       

  
Rural Development  

      

1. Productivity Enhancement in Irrigated Areas SEAE PPTA JSF 800.0  0.0 800.0 
Economic Development        
2. Capacity Strengthening of the State Audit Office  SEFM CDTA TASF 600.0  600.0 1,200.0 
3. Financial Sector Development Program  SEFM PPTA JSF 700.0 Singapore  200.0 900.0 
4.Rural Infrastructure for Tourism Development  SESS PPTA JSF 700.0 Japan 800.0 1,500.0 
Urban Development        
5.Water Supply and Sanitation Sector Program SEEW PPTA JSF 700.0  0.0 0.0 
Public Sector Development       
6. Operationalizing the 7th Five Year Plan     LRM PATA TASF 600.0 UNDP 600.0 1,200.0 
 
               Total 

    
4,100.0 

  
2,200.0 

 
5,600.0 

 
Subregional Firm 

       

 
Rural Development 

       

1.GMS Core Environment Program and Biodiversity 
Conservation Corridor Initiative, Phase II  

SEAE R-PPTA TASF 1,000.0  0.0 1,000.0 

Economic Development        
2. GMS Sustainable Tourism Development II SESS R-PPTA TASF 1,000.0  0.0 1,000.0 
3. Enhancing Transport and Trade Facilitation in the 
GMS (Cluster TA, year 2)  

SEOD R-CDTA TASF 2,000.0 AusAID 2,000.0 4,000.0 

Public Sector Development        
4.Implementing the GMS HRD Strategic Framework 
and Action Plan, Phase II 

SESS R-PATA TASF 700.0  0.0 700.0 

Urban Development        
5. GMS Corridor Towns Development II SETU R-PPTA JSF 1,200.0  0.0 1,200.0 
  
      Total 

    
5,900.0 

  
2,000 

 
7,900.0 
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   Sources of Funding  
   ADB Others  
Sector Responsible Assistance  Amount  Amount Total 
Assistance Name Division Type Source ($'000) Source ($'000) ($'000) 
                
      Total National and Subregional                       

    
10,000.0 

  
4,200.0 

 
13,500.0 

 
2012 National 

       

        
Social Development            
1. Education Sector Development Program SESS PPTA JSF 900.0  0.0 900.0 
Urban Development        
2.Urban Clean Environment Management SETU PPTA JSF 700.0  0.0 700.0 
  
      Total  

    
1,600.0 

  
 

 
1,600.0 

        

Subregional         
  
Rural Development 

      

1. Implementing the Core Agricultural Support 2 SEAE R-PATA TASF 1,000.0  0.0 1,000.0 
Infrastructure Development        
2.Enhancing Capacity of Institutions for Regional 
Power Trading 

SEEW R-CDTA TASF 1,000.0  0.0 1,000.0 

Environmental Sustainability         
3.Climate-Proofing of GMS Corridors  SETU R-PPTA JSF 1,000.0  0.0 1,000.0 
4.Strengthening the Coordination of the GMS 
Program II 

SEOD R-PATA TASF 1,000.0 RCIF/Others 1,000.0 2,000.0 

Economic Development          
5.Enhancing Transport and Trade Facilitation in the 
GMS (Cluster TA, year 3) 

SEOD R-CDTA TASF 2,000.0 AusAID 2,000.0 4,000.0 

 
      Total  

    
6,000.0 

 
 

 
3,000.0 

 
9,000.0 

      Total National and Subregional                          7,600.0   3,000.0 10,600.0 
 

 

CAM= Cambodia; CDTA = cluster capacity development technical assistance; ERD = Economics and Research Department; Gov’t = government; LRM = Lao 
Resident Mission; PATA = policy and advisory technical assistance; PPTA = project preparatory technical assistance; PRC = People’s Republic of China; RCIF = 
Regional Cooperation and Integration Fund; RDTA = research and development technical assistance; R-PPTA = regional project preparatory technical assistance; 
R-PATA = regional policy and advisory technical assistance; SEAE = Southeast Asia Department Agriculture, Environment and Natural Resources Division; SEFM 
= Southeast Asia Department, Financial Sector, Public Management and Trade Division; SEEW = Southeast Asia Department, Energy and Water Division; SESS 
= Southeast Asia Department, Social Sector Division; TASF = Technical Assistance Special Fund; TBD = to be determined; TRM = Thailand Resident Mission; 
SEOD = Southeast Asia Department, Office of the Director General. Source: Asian Development Bank. 
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Table A4.3: Assistance Pipeline for Lending and Grant Products, 2009 
 
    Year of   
Sector Targeting   Project  Cost ($ million) 
Project/Program Classifi- Thematic  Preparatory Total  ADB  Gov't Cofinancing
Name cation Priority Division Assistance  OCR ADF Total   
 
National Firm   

          

Rural Development            
1.Sustainable Natural Resources 
Management and Productivity 
Enhancement Project 

GI ENV SEAE 2007 35.5 0.0 20.0 20.0 0.5 15.0(IFAD) 

Urban Development          
2.Small Towns Water Supply and 
Sanitation  Sector Project 

GI ISD SESS 2007 24.0 0.0 23.0 23.0 0.5 0.5 (UN 
Habitat) 

Social Development           
3.Health Sector Development Program GI ISD SESS 2008 20.0 0.0 20.0 20.0 0.0 0.0 
4.Strengthening Higher Education 
Project 

GI ISD SESS 2008 28.8 0.0 24.8 24.8 2.0 2.0 
 

Economic Development           
5.Private Sector and SME Development 
Program (Subprogram 2) 
 

GI ECO SEFM 2008 15.0 0.0 15.0 15.0 0.0 0.0 

National Total    123.3 0.0 102.8 102.8 3.0 17.5 
Subregional Firm 
 

       

Infrastructure Development            
1.GMS Northern Transport Network 
Improvement Project -Supplementary 

GI  ECO,RCI SETU 2008 23.0 0.0 21.0 21.0 2.0 0.0 

                                           

      Total      

23.0  
0.0 

 

21.0 
 

21.0 
 

2.0 
 

0.0 
 

      Total National and Subregional     146.3 0.0 123.8 123.8 5.0 17.5 
 
GMS = Greater Mekong Subregion;  Gov’t = government; IFAD = International Fund for Agriculture Development; SEAE = Southeast Asia Department Agriculture, 
Environment and Natural Resources Division; SEFM = Southeast Asia Department, Financial Sector, Public Management and Trade Division; SESS = Southeast 
Asia Social Sector Division; SETU= Southeast Asia Department, Transport and Urban Development Division; SME = small and medium-sized enterprise; Source: 
Asian Development Bank. 
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Table A4.4: Assistance Pipeline for Nonlending Products and Services, 2009 

 
   Sources of Funding  
   ADB Others  
Sector Responsible Assistance  Amount  Amount Total 
Assistance Name Division Type Source ($'000) Source ($'000) ($'000) 
        

2009 National   
 

       

Infrastructure Development        
1. Small Hydroelectric Development Project SEEW PPTA CCF/NDF 1,000.0  0.0 1,000.0 
2.Institutional Strengthening for the Transport 
Sector  

SETU CDTA JSF  1,400.0  0.0 1,400.0 
 

Social Development         
3. Support for Health Sector Development Program SESS PATA JSF 500.0  0.0 500.0 
4.Technical Education and Vocational Training 
Project (and labor market) 

SEAE PPTA JSF 1,000.0  0.0 1,000.0 

Rural Development        
5.Sustainable Rural Resources Management and 
Productivity Enhancement Project 

SEAE PPTA JSF 700.0  0.0 700.0 

6. Rural Infrastructure Development Project SEAE PPTA JSF 800.0  0.0 800.0 
7.Integrated Water Resources Management 
Program (Cluster)  

SEAE PATA  0.0 WFPF,CCF, 
AusAID,UNDP

3,000.0 3,000.0 

Economic Development         
8. Enhancing Financial Sector Supervision SEFM PATA TASF 500.0  0.0 500.0 
 

Standby        
 

Public Sector Development         

9.Capacity Strengthening of the National Statistics 
System  

LRM,ERD CDTA TASF 500.0  0.0 500.0 
   

      Total     

6,400.0   

3,000.0 
 

9,400.0 
 
Subregional Firm 

       
 
Rural Development  

       

1. GMS Biodiversity Corridor Conservation Program SEAE R-PPTA  0.0 RCIF 1,000.0 1,000.0 
2.Trans-boundary Animal Disease Control for 
Poverty Reduction in the GMS – Supplementary   

SEAE R-CDTA  0.0 PRC,RCIF 1,200.0 1,200.0 

 
Social Development 

       

3.GMS Communicable Disease Control Project 2 SESS R-PPTA TASF-IV 500.0  0.0 500.0 

4.Phnom Penh Plan for Development Management,
Phase IV 

SEOD R-CDTA TASF-IV 
 

1,400.0  0.0 1,400.0 
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   Sources of Funding  
   ADB Others  
Sector Responsible Assistance  Amount  Amount Total 
Assistance Name Division Type Source ($'000) Source ($'000) ($'000) 
5.Phnom Penh Plan for Development Management, 
Phase III – 3rd Supplementary  

SEOD R-CDTA  0.0 AFD 900.0 900.0 

6.Phnom Penh Plan for Development Management, 
Phase II - Supplementary 

SEOD R-CDTA TASF-IV 
 

310.0  0.0 310.0 

7.Phnom Penh Plan for Development Management, 
Phase II – 4th Supplementary 

SEOD R-CDTA  0.0 Korea, Rep. of 500.0 500.0 

8.Implementing the GMS HRD Strategic Framework 
and Action Plan 

SESS R-PATA  0.0 PRC,RCIF 1,250.0 1,250.0 

9. Enhancing the Development Effectiveness of the 
GMS Program  - 2nd Supplementary  

SEOD R-PATA  0.0 RCIF 450.0 450.0 

Economic Development         
10.Trade Facilitation: Improved SPS Handling in the 
GMS Cross-border Trade  

TRM R-PPTA JSF 800.0  0.0 800.0 

11.Strengthening the GMS Local Chambers of 
Commerce to Integrate SMEs into the Global Value 
Chains 

TRM R-PATA  0.0 ICCF 600.0 600.0 

Infrastructure Development          
12. GMS Railway Strategy Study SETU R-PATA TASF-IV 

 
225.0  0.0 225.0 

 
        

      Total    3,235.0  5,900.0 9,135.0 
 
      Total National and Subregional  

    
9,635.0 

  
8,900.0 

 
18,535.0 

 

GMS = Greater Mekong Subregion; Gov’t = government; ICCF = International Climate Change Fund; LRM = Lao Resident Mission; PPTA = project preparatory 
technical assistance; PRC = People’s Republic of China; RCIF = Regional Cooperation and Integration Fund; SEAE = Southeast Asia Department Agriculture, 
Environment and Natural Resources Division; SEFM = Southeast Asia Department, Financial Sector, Public Management and Trade Division; SESS = Southeast 
Asia Social Sector Division; SEEW = Southeast Asia Department, Energy and Water Division; SETU= Southeast Asia Department, Transport and Urban 
Development Division; TASF = Technical Assistance Special Fund; R-CDTA = regional capacity development technical assistance, R-PPTA = regional project 
preparatory technical assistance. Source: Asian Development Bank. 
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Table A4.5: Summary Information on Indicative Lending and Grant and Nonlending Products and Services, 2010 

 
A. Summary Information on National Lending and Grant Products 

Project Name Rural Infrastructure Development Project ($23.0 million) 
Objective, 
Components, and 
Outputs 

The Project aims to enhance and diversify the livelihood opportunities for rural communities in the northern Lao PDR. This 
will be achieved through investments in rural infrastructure (specifically rural roads, bridges, pathways, etc.) complemented 
by development of peripheral and associated investments in marketing chains and structures, land-use planning, and 
irrigation facilities to facilitate the diversification and intensification of agricultural activities. The main outputs include sector 
analyses and updated institutional assessment in the northern region for selected provinces, and investment project 
design including components covering (i) productivity and market access infrastructure established; (ii) support for 
producer groups to integrate with markets through interventions, including those related to sanitary and phytosanitary 
facilities and food quality management; (iii) productivity enhancement through collaboration with the private sector; 
(iv) measures to reduce the carbon footprint and enhance climate resilience; and (v) project management, monitoring, and 
evaluation. 

Expected Results The expected results, include the change in rural incomes and vulnerability indicators, particularly with reference to gender 
equity, may also be assessed by a comparison of provinces with and without infrastructure investments. The outcome is to 
improve the competitiveness of rural communities in selected value chains that enhance market access, respond to 
government strategy for the socioeconomic development of the Region, and are in accordance with stakeholders’ 
priorities. 

Project Name Technical and Vocational Education Development Project, TVET ($23.0 million) 
Objective, 
Components, and 
Outputs 

The Project aims to enhance the quality and relevance of the TVET system in the Lao PDR and produce graduates that 
possess skills relevant to the needs of the labor market. The outputs include (i) the development of a revised regulatory 
and funding framework for the TVET sector to provide an environment for more relevant and flexible TVET delivery; 
(ii) development of a qualifications framework and skills certification system, geared to the Lao PDR context, for a small 
number of skill areas in the formal TVET sector, to help raise the quality of TVET provision and improve articulation with 
TVET programs at the secondary school level and in the nonformal education sector, and piloting vocational subjects at 
the secondary school level; (iii) modernizing TVET curricula and learning materials, as well as upgrading pre- and in-
service training programs for TVET teachers focused on improving technical, pedagogical skills, and competency-based 
training and assessment skills; (iv) improving the linkages between industry and the TVET sector through a range of 
initiatives, including increased private sector input into TVET programs and curricula, strengthening of the National 
Training Council, encouraging student work experience and apprenticeship programs and TVET staff exchange programs 
and the development of a TVET promotion offices focused on attracting students to TVET and seeking work experience 
and job placement opportunities; (v) pilot testing public–private partnership programs in the TVET sector, such as 
contracting private firms and private TVET providers to deliver vocational training; (vi) upgrading selected public and 
private TVET institutions and schools, including renovating existing institutions, providing modern tools and equipment, 
and upgrading information technology and library and information centers; (vii) strengthening the capacity of TVET 
administration at the institutional level and the government level (MOE, MOLSW, national training council); (viii) 
undertaking a social marketing campaign to improve the attractiveness of TVET education to students, parents, and 
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employers; and (ix) developing a labor market information system to provide learners and employers with better 
information regarding the skill needs of the economy. 

Expected Results The project should result in a TVET sector in the Lao PDR that is more accessible, efficient, relevant, and responsive to 
the country’s labor market needs; and in tune with the requirements of the growing private sector. 

Project Name Small and Mini-Hydro Development Project ($10.0 million, ADF- hard term) 
Impact and Major 
Components 
 

The project aims to develop the small and medium hydropower potential of the Lao PDR in a more environmentally 
sustainable way. It will effectively provide electricity to rural areas with no grid access, improve the reliability of power 
supply, and strengthen power interconnections with the main grids. The ultimate goals of the project are to promote 
environmentally sound clean energy through improved access to electricity. It will be designed to develop 5–50 kV 
transmission lines across the country.  

Expected Outputs 
and Outcomes 

Expanding rural electrification is critical to develop rural areas and reduce rural poverty in the poor northern region of the 
Lao PDR. The Government’s policy gives priority to expanding the coverage of electricity supply in all provinces to 
promote socioeconomic development. To reach the Government’s target of 90% electrification by 2020, the provision of a 
reliable power supply will need to be enhanced considerably. In the rural areas, ADB will continue to invest in the 
development of the transmission network and rural electrification. To support the national rural electrification program and 
improve the reliability of grid operation, a sufficient and diversified power supply will be necessary. The Government's 
Power Development Plan, 2007-20161, for the Lao PDR recommends that clean energy and rural electrification is an 
option.  

Project Name Second Generation Private Sector and Small and Medium-sized Development Program ($14.28 million) 
Impact and Major 
Components 
 

The program will build on the achievements of the Private Sector and Small and Medium-sized Development Program 
Subprogram clusters 1 and 2. The Government has accomplished all the policy measures under subprogram cluster 1, 
and will start cluster 2 in late 2009. These clusters focused on investment climate measures, improving the trade policy 
regime, and institutional development for SME policy formulation. The Second Generation Private Sector and Small and 
Medium-sized Development Program will build on the reforms and achievements of the Private Sector and SME 
Development Program Subprogram clusters 1 and 2. It will define a set of actions and triggers, and their implementation 
will be supported by TA focusing on building the capacity of staff responsible for policy formulation and implementation. 

Expected Outputs 
and Outcomes 

The expected results are a more strengthened business, investment, and trade policy and regulatory environment 
combined with enhanced capacity at the Small and Medium Sized Enterprise Promotion and Development Office and the 
Ministry of Industry and Commerce.  

Project Name Northern and Central Regions Water Supply and Sanitation Sector Project - Supplementary ($6.0 million) 
Impact and Major 
Components 
 

The project is a supplementary to the ongoing Northern and Central Regions Water Supply and Sanitation Sector project2, 
which aims at improving the quality of life of residents of small towns in the Lao PDR and enhance the small towns’ roles 
as market, services, and manufacturing centers supporting the rural hinterlands. It will support the decentralization of the 
water supply sector inline with the Government's water supply sector policy by strengthening the regulatory framework and 
the sector's planning capacity. The project will assist in implementing the Government's updated water supply sector 
investment plan through investments in water supply systems and associated urban facilities in 12 small towns in the 

                                                 
1 Ministry of Energy and Mines, Government of Lao PDR. 2008. Power Development Plan, 2007-2016. Vientiane. 
2 ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Asian Development Fund Grant for the Northern and Central 

Regions Water Supply and Sanitation Sector Project in the Lao People's Democratic Republic. Manila. 
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Northern and Central Regions of Lao PDR.  
 

Expected Outputs 
and Outcomes 

The project outcomes are to improve accessibility, quality, and sustainability of water supply services in 12 towns of Northern 
and Central Regions; and improve environmental conditions in these towns. This will be through: constructing new optimal-
size water supply systems, rehabilitating selected urban facilities, enhancing public hygiene awareness, and strengthening 
sector planning.  

 
B. Summary Information on Subregional Lending and Grant Products 

Project Name Greater Mekong Subregion Biodiversity Conservation Corridor ($20.0 million) 
Impact and Major 
Components 
 

The Biodiversity Conservation Corridor Initiative is the flagship program of the GMS Core Environment Program. Its 
purpose is to establish sustainable management regimes for restoring ecological connectivity and integrity in selected 
biodiversity areas. In phase I of the initiative (2006–2009), pilot projects are being carried out in selected sites within 
important biodiversity conservation landscapes, of which nine were identified by the GMS governments with the support of 
development partners. The proposed project will be implemented during phase II of the BCI (2009–2012), and involve 
preparing for scaling up biodiversity conservation activities in selected critical landscape areas of Cambodia, the Lao PDR, 
and Viet Nam, using the findings of the initiative’s pilot implementation, especially the methodology and framework of 
action developed in phase I. Biodiversity Conservation Corridor Initiative activities to be undertaken include (i) poverty 
reduction through sustainable use of natural resources and livelihood development, (ii) clear definition of optimal land uses 
and harmonized land management regimes, (iii) restoration and maintenance of ecosystem connectivity, (iv) capacity 
building in local communities and of government staff, and (v) sustainable financing mechanisms and structures integrated 
with government planning and budgeting procedures. 

Expected Outputs 
and Outcomes 

The goal of the Biodiversity Conservation Corridor Initiative implementation is that by 2015, GMS countries will endeavor 
to maintain and improve the cover, condition, and biodiversity of forestland and associated ecosystems in priority 
biodiversity conservation landscapes and corridors. During project implementation, quick assessments will be undertaken 
as to whether the project is contributing to the medium-term (2009–2011) goals of the initiative, i.e., establishment of 
sustainable management regimes for restoring ecological connectivity and integrity in a select set of important biodiversity 
areas, combined with provision of natural resource goods and services contributing to improved livelihoods in and around 
the important corridors. At the completion of the project, which will correspond to the initial stage of phase III of the 
Biodiversity Conservation Corridor Initiative, an evaluation of the project’s approach, methodology, achievements, and 
outcomes will be undertaken, to serve as the basis of efforts to consolidate investments in all priority biodiversity 
landscapes and corridors during phase III.     

Project Name Greater Mekong Subregion Northern Power Transmission ($20.0 million) 
Impact and Major 
Components 
 

The project aims to provide a more reliable and environmentally sustainable power supply to northern Lao PDR and 
northeastern Thailand. It will complete a feasibility study and project design, agreed to by ADB and the Government, that 
will effectively provide electricity to rural areas in northern Lao PDR with no grid access, improve the reliability of power 
supply, and strengthen power interconnections with Thailand. The project will be designed to develop and/or strengthen 
115 kV transmission lines across the northern provinces of Phongsali, Louangnamtha, Oudomxai, Xaignabouri, and 
Vientiane. It includes three new substations (115 kV and 22 kV) in Boun Neua (Phongsali), Namo (Ouadomxai), and Paklai 
(Xaignabouri), and medium- and low-voltage distribution facilities for rural electrification. The project will upgrade the 
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interconnection to Thailand from 22 kV to 115 kV and include other assistance for consulting services, operating 
improvements, and project benefit monitoring. 

Expected Outputs 
and Outcomes 

The outcomes are improved access to electricity, expanded rural electrification, and a decline in rural poverty incidences 
and rates in the northern and central regions of the Lao PDR. The Government’s policy gives priority to expanding the 
coverage of electricity supply in all provinces to promote socioeconomic development. To reach the Government’s target 
of 90% electrification by 2020, the provision of a reliable power supply will need to be considerably enhanced. In the 
northern region, ADB will continue to invest in development of the transmission network and rural electrification. To 
support the national rural electrification program and improve the reliability of grid operation, a sufficient and diversified 
power supply will be technically necessary. The project will contribute to the interconnection of subregional power systems. 
This will provide availability of off-take power from the proposed cross-border high-voltage bulk transmission lines to meet 
the increasing power demands in the northern region. The project will facilitate the development of regional power 
exchange among GMS countries and provide reliable power supply to the northern region of the Lao PDR.  

Project Name  Greater Mekong Subregion Second Northern Transport Network Improvement ($20.0 million) 
Impact and Major 
Components 
 

By improving the efficiency of transport on the GMS Northeastern Corridor and on associated rural access roads, the 
project will increase economic growth and reduce poverty in two of the poorer provinces of the Lao PDR and Viet Nam. It 
will allow ADB to maximize the benefits of ongoing transport sector investments in improvements to the Northeastern 
Corridor. The project will complement ongoing ADB-financed economic development and poverty reduction activities in the 
project area provinces of Houaphanh in the Lao PDR and Thanh Hoa in Viet Nam, thereby contributing to the overall 
economic development of the corridor. The project design and feasibility study is being prepared for about 200 km of 
route 217 in Thanh Hoa Province in Viet Nam; and about 140 km of sections of routes 6, 6A, and 6B in Houaphan 
Province in the Lao PDR. The project design and feasibility study will prioritize, select, and include a total of about 200 km 
of rural access roads linking the corridor to the hinterland in the Lao PDR and Viet Nam. Outputs will include (i) traffic 
forecasts for project roads; (ii) preliminary designs and cost estimates; (iii) an economic analysis of the proposed road 
improvements; (iv) analyses of the environmental, social, resettlement, and ethnic minority impacts of the project; and 
preparation of an initial environmental examination, resettlement plan, and ethnic minority specific action; (v) necessary 
documentation for approval of the projects by the governments of the Lao PDR and Viet Nam; and (vi) analyses and 
recommended improvements for implementation of cross-border movement of goods and people on the project roads. 

Expected Outputs 
and Outcomes 

The project expects to increase the efficiency of transport infrastructure in the GMS Northeastern Corridor and national 
road networks of the Lao PDR and Viet Nam.  

Project Name Greater Mekong Subregion Communicable Disease Control Project, Phase 2 ($11.0 million) 
Impact and Major 
Components 
 

The project aims to improve environmental health and reduce the burden of communicable diseases of regional 
importance in Cambodia, the Lao PDR, and Viet Nam—contributing to attaining the health-related MDGs by 2015. Project 
interventions are expected to result in improved prevention and containment of neglected communicable diseases in 
vulnerable populations, in particular the poor, women and children, and ethnic minorities in 20 provinces (6 in Cambodia, 6 
in Lao PDR, and 8 in Viet Nam). The provinces will be high-priority provinces in terms of neglected CDC, regional 
relevance, and synergies with investments in other sectors. Three main outputs are envisaged. First, strengthened local 
government environmental health promotion in 20 high-priority provinces addressing core environmental health problems 
using a strategic, multisector approach based on an approved local government plan, with special attention to vulnerable 
groups. This will involve orientation of leadership; training; documenting sources and uses of funds for environmental 
health and CDC activities; establishment of coordinating structures; strategic planning; and annual programs, including 
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environmental health campaigns, and healthy house and village promotion. Second, targeted interventions for control of 
neglected communicable diseases of regional relevance including dengue, respiratory infections, and diarrhea—including 
surveillance and response as well as assessment of health promotion activities and supporting their improvement. Third, 
enhanced regional cooperation for CDC and local preventive health system development, through (i) strengthened 
institutional capacity for regional cooperation in CDC, (ii) knowledge management and human resource development, and 
(iii) cross-border cooperation in CDC and services. This will include national and regional project management.  

Expected Outputs 
and Outcomes 

The phase II project will build on the momentum, success, and lessons from phase 1; and aims to maximize benefits 
gained in strengthening local capacity for environmental health and CDC, addressing neglected communicable diseases, 
and strengthening regional cooperation in these areas. Linkages have been established with regional programs that help 
strengthen the sustainability of project investments. Through the regional public health forum, collaboration with the PRC, 
Myanmar, and Thailand will be increased and strengthened.  

 
C. Summary Information on National Nonlending Products and Services 
 
Project Name Capacity Strengthening for the Gender Mainstreaming in the Agriculture Sector (CDTA for $0.5 million) 
Objective, 
Components, and 
Outputs 

In accordance with the NSEDP6 and the Government's 2007 national gender strategy, gender is to be mainstreamed in all 
government operations. Ministry of Agriculture and Forestry (MAF), in its strategy for the advancement of women, is 
mainstreaming gender. The project is designed to reduce gender disparities and increase women’s productivity in 
agriculture, and thus reduce poverty and promote growth. The specific TA objectives are to (i) build gender-responsive 
institutional structures and systems at MAF; (ii) strengthen the capacity of MAF officials and selected provincial and district 
office staff to incorporate gender dimensions in MAF’s policies, strategies, programs, and projects; and (iii) deliver gender-
sensitive and pro-poor agricultural extension services.  

Expected Outputs 
and Outcomes 

The project is envisaged to contribute to the Government’s overall efforts in mainstreaming gender in its operations and 
especially to reduce gender disparities and increase women’s productivity in agriculture, and thus reduce poverty and 
promote growth. The main project outputs will be (i) improved institutional setup, systems, procedures, and medium-term 
framework to integrate and monitor gender mainstreaming at MAF effectively; (ii) increased gender awareness and gender 
mainstreaming capacity and skills of key personnel in the agriculture sector; and (iii) improved women’s access to 
agricultural extension services. 

Project Name Transport Sector Development Project (PPTA for $1.0 million) 
Objective, 
Components, and 
Outputs 

The Transport Sector Project aims to (i) reduce transport user costs; (ii) improve all-weather access to rural, remote, and 
disadvantaged communities; and (iii) strengthen institutional capacity at the central and local levels for the efficient 
management of transport assets, programs, and development partners resources.  

Expected Outputs 
and Outcomes 

The project will build on the momentum, success, and lessons from ongoing work in the sector, and aims to maximize 
benefits already gained in extending the road networks. It will build on past ADB support in the sector and help the 
Government meet its targets in the transport sector as spelt out in the NSEDP6. The building, upgrading, or pavement of 
roads is anticipated to have positive impacts on ethnic groups living along the road or near the road, which will greatly 
improve accessibility during rainy seasons.  

Project Name Basic Education Sector Development Program II (PPTA for $0.7 million) 
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Objective, 
Components, and 
Outputs 

The goal is to build on the achievements of the Basic Education Sector Development Program I and restore fiscal viability 
by rationalizing education facilities, reducing surplus staff, and promoting private sector involvement. The project aims to 
strengthen education management and education programs. Key reforms during project implementation include 
(i) restructuring schools, (ii) training staff, (iii) supporting the national education strategy and action plan for strengthening 
the TVET sector, and (iv) developing the curriculum. 

 
Expected Outputs 
and Outcomes 

The program will be implemented in close cooperation with other development partners that have collaborated with ADB 
including Australia, which has provided support to education sector development, learning materials development, and 
teacher training to supplement ADB inputs with considerable success. In urban areas, the program will aim to increase the 
number of school places in the poorest suburban areas, especially communities where families live in traditional homes. In 
rural areas, the program will provide dormitories so children from ethnic families can board at school. As well as helping 
more children attend school, the program will ensure that they receive quality education. This will be achieved by investing 
in teacher training, providing modern textbooks, modernizing science programs, and integrating information and 
communication technology into the school curriculum. 

Project Name Renewable Energy Development Project (PPTA for $0.9 million) 
Objective, 
Components, and 
Outputs 

The project aims to contribute to sustainable rural development and rural energy security. It will provide (i) policy support 
for renewable energy investments, contract farming, and trade; (ii) infrastructure and training support for enhanced 
community participation in feedstock supply, and SME development; and (iii) strengthened capacities of national 
institutions on the technical, economic, and social dimensions of planning and implementation aimed at catalyzing farm 
development of rural renewable energy. 

 
Expected Outputs 
and Outcomes 

The project will help (i) harmonize policies on rural renewable energy development, (ii) increase the supply of energy in 
rural areas, and (iii) stimulate agricultural growth and improve the income of smallholders. The project deliverables include 
(i) a more comprehensive national rural renewable energy development strategy; (ii) a prioritized list of research and 
development projects to develop the needed technologies to support rural renewable energy development in the countries; 
(iii) a human resource development plan that would include degree and non-degree training; and (iv) a program that 
provides support to rural renewable energy development, including area and feedstock development, infrastructure needs, 
and development of SMEs. 

Project Name Pakse Clean Environment Management Project (PPTA for $0.7 million) 
Objective, 
Components, and 
Outputs 

The project aims to make Pakse City (population 52,000) in southern Lao PDR, which is rapidly urbanizing and surrounded 
by some vibrant urban centers, into a green city—taking into account environmental improvements and measures to 
mitigate climate change. Project components to be determined during project processing will include (i) road construction, 
(ii) drainage and flood protection; (iii) solid waste management; and (iv) municipal services management. 

Expected Outputs 
and Outcomes 

Some built-in capacity has been developed by the Secondary Towns Project3. However, this is not sufficient, as the 
capacity of provincial and city governments will need to be built—particularly the capacity to plan, manage, and deliver 
basic urban services in a rapidly developing economy. Other aspects include supporting government policy on energy 
efficiency and renewable energy; encourage use of public transportation; energy savings; piloting a project on solar 
energy; and updating the current master plan. 

                                                 
3 ADB. 2001. Report and Recommendations of the President to the Board: Proposed Loan for Secondary Towns Integrated Urban Development in Lao People's 

Democratic Republic. Manila.  
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Project Name Pilot-testing Climate Change Adaptation (C-CDTA for $0.4 million) 

Objective, 
Components, and 
Outputs 

The project aims to strengthen adaptation capacity and socioeconomic and ecosystem resilience to climate change 
impacts in the Lao PDR. The outcome of the project will be adaptation and resilience options demonstrated through the 
implementation of a pilot program on selected climate-sensitive sectors.  

Expected Results 
and Deliverables 
 

The project is expected to produce three major outputs: (i) pilot testing options for climate adaptation and resilience in 
selected climate-sensitive sectors; (ii) development of a plan for sector-wide up-scaling and replication in other key 
sectors, by building on the successes and lessons learned from the pilot program; and (iii) awareness and capacity 
building for key stakeholders for formulation and implementation of policies and programs in building the socioeconomic 
and ecological resilience, with a “learning by doing” approach through implementation of the pilot program and the 
exchanges and sharing of experience with other countries. Monitoring and evaluation and information dissemination will 
also be built into the project. The Lao PDR National Adaptation Programme of Action and the National Strategy and Action 
Plan on Climate Change have identified five priority sectors for adaptation (agriculture, water, forestry, health, and public 
infrastructure). The proposed pilot program for climate resilience will build on the recommendations of the National 
Adaptation Programme of Action and the National Strategy and Action Plan on Climate Change; two of the priority sectors 
will be selected for the adaptation and resilience pilot program. Pilot testing in the two selected sectors could de designed 
to entail both adaptation and resilience mainstreaming into sector strategies and development plans (“top–down”) as well 
as community-level actions (“bottom–up”). One important output will be the development of a plan for sector-wide up-
scaling and cross-sector replication. Possible sources of financing for the up-scaling and replication plan will be identified. 
The program design and implementation, including the pilot sector and site selection, will be undertaken in a fully 
participatory manner and will serve as a “learning-by-doing” exercise to build the capacity of various stakeholders. The TA 
will be implemented over 24 months.  

Project Name Capacity Strengthening for the National Statistics System (C-CDTA for $0.5 million) 
Objective, 
Components, and 
Outputs 

The project aims to develop the Lao PDR’s institutional capacity for statistics in a comprehensive manner. It will focus on 
developing the systems, coordination mechanisms, training, and equipment of the Department of Statistics of the Ministry 
of Planning and Investment. It will take a cluster approach and address the chronically weak statistical systems in a holistic 
manner.  

Expected Results 
and Deliverables 
 

The project will contribute to the objective of enhancing the capacity of the Lao PDR’s national statistical system. Its main 
deliverables include training for Department of Statistics staff; and equipping the department as the national focal point for 
all statistical functions in the country, including computerization, coordination mechanism, operating guidelines, and a 
national statistical decree.  

 
D. Summary Information on Subregional Nonlending Products and Services 
 
Project Name Greater Mekong Subregion Feeder Roads for East–West Economic Corridor (EWEC) (PPTA for $0.8 million) 
Impact and Major 
Components 
 

The project aims to support the concept of turning the transport corridors into economic corridors through developing 
feeder roads that will connect to the main EWEC. The PPTA will undertake a feasibility study and preliminary project 
design to develop a project to rehabilitate and upgrade transport links and facilities that is both economically and 
technically feasible, and socially and environmentally acceptable. The scope of activities will be based on ongoing 
activities and could support improvements to other roads along the EWEC.   
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Expected Outputs 
and Outcomes 

These improvements will connect the residents in more remote areas to access the EWEC and participate in the economic 
and social progress availed by the EWEC. Other deliverables of the project will include (i) undertaking analyses of 
transport links to determine the economic and technical feasibility, and social and environmental acceptability, of 
upgrading existing roads; (ii) preparing a matrix setting out an overall ranking of components and options for combinations 
of components to form logical projects for a range of funding levels; (iii) a review of facilities at the Viet Nam–Lao PDR 
border on the project road; and (iv) updating the evaluation of the road subsectors in Viet Nam and the Lao PDR done 
under previous TA projects. Consideration of project sustainability will include a review of road maintenance finance. 

Project Name Greater Mekong Subregion Corridor Towns Development Project (R-PPTA for $1.0 million) 
Objective, 
Components, and 
Outputs 

The project aims to develop selected border towns that play and have the potential to play, an important role as market 
and service centers supporting urban development, regional cooperation, and green development mechanism. It will 
(i) identify a network of border towns with high potential to create broad-based growth, support regional cooperation, and 
reduce poverty; (ii) analyze regional linkages in terms of flow of goods, services, and people; and identify complementary 
functions and services for these towns; (iii) assess high priority infrastructure and service needs in these towns; 
(iv) determine the demand and scope for microfinance and associated social intermediary services by the poor, and the 
small and micro enterprises; (v) analyze institutional, financial, legal, and capacity constraints to the efficient provision of 
infrastructure and services, and establishing viable decentralized urban management systems in these towns; and 
(vi) assess opportunities for private sector participation in the provision of urban services. 

Expected Results 
and Deliverables 
 

The project will help enhance the urban productivity in selected border towns, through improved mobility of townspeople 
via road improvements and reduced flood damage, by improving storm water drainage; and village upgrading and 
introduction of urban services, including sanitation and solid waste management, will contribute to decreased frequency of 
illnesses and better productivity. 

Project Name Greater Mekong Subregion Strengthening the Coordination of the GMS Program (CDTA for $1.0 million) 
Objective, 
Components, and 
Outputs 

The project aims to (i) strengthen the role of the GMS Program as a key agent of regional cooperation within the 
framework of the GMS Regional Cooperation Strategy and Program4; and (ii) sustain and accelerate the momentum of the 
GMS Program. Attaining these objectives will require strengthening the role and operational effectiveness of the 
institutional mechanisms of the GMS Program. The project will provide support and administrative services for GMS 
training programs, technical advisory services, and facilitating subregional dialogue.  

 
Expected Results 
and Deliverables 
 

The project will contribute to: (i) improved substance and form of the GMS institutional mechanisms needed to respond 
more effectively to increasingly complex GMS-wide cooperation challenges; (ii) financing of sector working groups and 
task force meetings; (iii) support ADB’s role in facilitating the GMS Program through GMS publications, meetings, website 
enhancements, and other activities required for the awareness of the GMS Program. Such awareness translated into 
greater commitment to cooperation ideals among stakeholders (government officials, the private sector, and 
nongovernmental organizations) in the GMS countries, and (iv) help mobilize higher levels of support from various 
development partners.  

Project Name Greater Mekong Subregion Developing the Regional Transmission and Regulatory Authority (R-PATA for 
$1.0 million) 

Impact and Major 
Components 

This project will contribute to establishing a competitive and efficient subregional power market, and minimize 
environmental impacts in developing power projects for regional power trade. Specifically, the project will focus on 

                                                 
4 ADB. 2004. Regional Cooperation Strategy and Program for the Greater Mekong Subregion. Manila 
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 establishing the building blocks required to develop the Cambodia–Lao PDR– PRC power interconnection transmission 
line, including (i) assessing the transmission infrastructure and equipment needed to interconnect the PRC and Cambodia 
power grids via the Lao PDR for two-way or even three-way power trade; (ii) assessing how the benefits will be shared 
with the Lao PDR; (iii) facilitating the conclusion of an agreement between Cambodia, the PRC, and the Lao PDR in using 
Lao PDR territory for the transmission line; (iv) reviewing feasibility studies of hydropower development in northern Lao 
PDR being undertaken by the China Southern Power Grid Company and determining the viability of developing these 
hydropower plants for export to Yunnan Province or other potential hydropower sources for inclusion in the power trade; 
(v) identifying the social and environmental impacts of these investments and recommending mitigation measures; and (vi) 
recommending the required best practice rules, regulations, codes, institutional structures, and other market mechanisms 
developed in phase 1 for use for the interconnection.        

Expected Outputs 
and Outcomes 

The project is expected to deliver (i) recommended optimal configuration of the power interconnection line linking 
Cambodia, Lao PDR and PRC, taking into account cost structures, generation supply options, and social and 
environmental implications; (ii) proposed terms of reference and work plans for the requisite project preparatory work for 
key components of the transmission line and the detailed resettlement plans, environmental impact assessment, and 
environmental management plans; and (iii) draft agreements between the PRC, Lao PDR, and Cambodia covering the 
relevant rules, regulations, codes, and institutional and market mechanisms to make possible two-way or three-way power 
trade between the countries.  

Project Name Greater Mekong Subregion Northern Power Transmission II (PPTA for $1.0 million) 
Impact and Major 
Components 
 

The project will build on phase 1 of the project and aims to provide a more reliable and environmentally sustainable power 
supply to northern Lao PDR and northeastern Thailand. The project will complete a feasibility study and project design, 
agreed by ADB and the Government, that will effectively provide electricity to rural areas in northern Lao PDR with no grid 
access, improve the reliability of power supply, and strengthen power interconnections with Thailand. The Project will be 
designed to develop and/or strengthen 115 kV transmission lines across the northern provinces of Phongsali, 
Louangnamtha, Oudomxai, Xaignabouri, and Vientiane. It includes three new substations (115 kV and 22 kV) in Boun 
Neua (Phongsali), Namo (Ouadomxai), and Paklai (Xaignabouri), and medium and low voltage distribution facilities for 
rural electrification. The project will upgrade the interconnection to Thailand from 22 kV to 115 kV and include other 
assistance for consulting services, operating improvements, and project benefit monitoring. 

Expected Outputs 
and Outcomes 

The ultimate goals of the project are to promote pro-poor economic and social development through improved access to 
electricity. Expanding rural electrification is critical to develop rural areas and reduce rural poverty in the poor northern 
region of the Lao PDR. The Government’s policy gives priority to expanding the coverage of electricity supply in all 
provinces to promote socioeconomic development. To reach the Government’s target of 90% electrification by 2020, the 
provision of a reliable power supply will need to be considerably enhanced. In the northern region, ADB will continue to 
invest in the development of the transmission network and rural electrification. To support the national rural electrification 
program and improve the reliability of grid operation, a sufficient and diversified power supply will be technically necessary. 
The Power Sector Strategy Study for the Lao PDR recommends that in the northern regions near the border, cross-border 
interconnection and power trade with neighboring countries will be a more economic option. In addition, as one of the GMS 
programs, the Power Interconnection Project to establish the interconnection of subregional power system has been 
initiated. This will provide availability of off-take power from the proposed cross-border high-voltage bulk transmission lines 
to meet the increasing power demands in the northern region. The project will facilitate the development of regional power 
exchange among GMS countries and provide reliable power supply to the northern region of the Lao PDR.  
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Project Name Greater Mekong Subregion Facilitating Sustainable, Environment-Friendly Regional Power Trading, Phase II  
(R-PATA for $2.0 million) 

Impact and Major 
Components 
 

This project will contribute to the long-term objectives of the phase 1 project—to establish a competitive and efficient 
subregional power market, and minimize environmental impacts in developing power projects for regional power trade. 
Specifically, it will focus on establishing the building blocks required to develop the PRC–Lao PDR–Cambodia power 
interconnection transmission line, including (i) assessing the transmission infrastructure and equipment needed to 
interconnect the PRC and Cambodia power grids via the Lao PDR for two-way or even three-way power trade; 
(ii) assessing how the benefits will be shared with the Lao PDR; (iii) facilitating conclusion of an agreement between 
Cambodia, the PRC, and the Lao PDR in using Lao PDR territory for the transmission line; (iv) reviewing feasibility studies 
of hydropower development in northern Lao PDR being undertaken by the China Southern Power Grid Company and 
determining the viability of developing these hydropower plants for export to Yunnan province or other potential 
hydropower sources for inclusion in the power trade; (v) identifying the social and environmental impacts of these 
investments and recommending mitigation measures; and (vi) recommending the required best practice rules, regulations, 
codes, institutional structures, and other market mechanisms developed in phase 1 for use for the interconnection.        

Expected Outputs 
and Outcomes 

The project is expected to deliver (i) recommended optimal configuration of the power interconnection line linking the PRC, 
the Lao PDR, and Cambodia, taking into account cost structures, generation supply options, and social and environmental 
implications; (ii) proposed terms of reference and work plans for the requisite project preparatory work for key components 
of the transmission line and the detailed resettlement plans, environmental impact assessment, and environmental 
management plans; and (iii) draft agreements between the PRC, the Lao PDR, and Cambodia covering the relevant rules, 
regulations, codes, and institutional and market mechanisms to make possible two-way or three-way power trade between 
the countries. 

Project Name Greater Mekong Subregion Capacity Building for HIV/AIDS Prevention (PPTA for $1.3 million) 
Impact and Major 
Components 
 

The project aims to help contain the spread of HIV within the GMS. It is designed to support specialized human resource 
capacity development for the improved management of HIV/AIDS resources and programs in the GMS, particularly in 
relation to large infrastructure projects and the development of economic growth centers. A regional capacity development  
and training program will be carried out among middle-level HIV program managers in areas of international financing, 
program design and implementation, monitoring and evaluation, with a special focus on the managers and skills needed 
for prevention programs associated with infrastructure development projects (e.g., roads, railways, and power), economic 
growth centers, and cross-border zones. The TA includes (i) a program of data collection, analysis, and skills transfer 
relating to the conduct of economic and poverty impact assessments to support policy and program targeting; and 
(ii) support for HIV surveillance programs and capacity building for surveillance activities (through development of the 
technical skills of epidemiologists, statisticians, social scientists, etc. in the conduct, analysis, and use of surveillance data 
to improve program responses). 

Expected Outputs 
and Outcomes 

A generation of public sector managers—technical and administrative—with improved skills for HIV prevention program 
development and management. 

Project Name Greater Mekong Subregion Rural Renewable Energy Development (R-PPTA for $2.0 million) 
Impact and Major 
Components 

The project aims to contribute to sustainable rural development and rural energy security. It will provide (i) policy support 
for cross-border investment, contract farming, and trade; (ii) infrastructure and training support for enhanced community 
participation in feedstock supply, and SME development; (iii) research and development support for crop selection, 
technology choices, farming systems, and feedstock processing and marketing by facilitating partnerships among 
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international, regional, and national centers of excellence; and (iv) strengthened capacities of national institutions on the 
technical, economic, and social dimensions of planning and implementation aimed at catalyzing farm development of rural 
renewable energy. 

Expected Outputs 
and Outcomes 

The project will help (i) harmonize policies on rural renewable energy development, (ii) increase the supply of energy in 
rural areas, and (iii) stimulate agricultural growth and improve smallholders’ incomes. The project deliverables include (i) a 
more comprehensive national rural renewable energy development strategy (for each country and a consolidated 
subregional strategy); (ii) a prioritized list of research and development projects to develop the needed technologies to 
support rural renewable energy development in the countries; (iii) a human resource development plan that will include 
degree and non-degree training; and (iv) a list of loan projects that provide support to rural renewable energy 
development, including area and feedstock development, infrastructure needs, and development of SMEs. 

 

ADF= Asian Development Fund; CDC= communicable disease control; CDTA = capacity development technical assistance; EWEC = East-West Economic 
Corridor; GWh = gigawatt-hour; km= kilometer; kV= kilovolt; m= meter; m3= cubic meter; MAF= ministry of agriculture and forestry; MDG= millennium development 
goals; MW = megawatt; NGPES = National Growth and Poverty Eradication Strategy; NSEDP6 = Sixth Five-Year National Socio-Economic Development Plan; 
PATA = policy and advisory technical assistance; PPP = Phnom Penh Plan; PPTA = project preparatory technical assistance; PSD= private sector development; 
R-PPTA = regional project preparatory technical assistance; SMEs= small and medium-sized enterprises; TVET= technical vocational education and training. 
Source: Asian Development Bank. 
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