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Contextual Risks    
 

Threats to domestic 
economic growth.  

 

A further slow down 
in the economic 
growth rates of the 
advanced 
economies may 
impact on lower 
commodity prices 
with negative 
feedbacks to the 
Lao PDR national 
government 
budget. 

 

 

The Government recognizes these risks and 
has undertaken measures to raise revenue 
and strengthen public expenditure 
management.   
 
The program does not directly address the 
modest risks to economic growth and 
macroeconomic stability. The Government 
recognizes these risks and has undertaken 
measures to raise revenue and strengthen 
public expenditure management, with 
assistance from development partners.  
 
The Public Management, Financial Sector 
and Trade Division of the Asian Development 
Bank’s Southeast Asia Department  has 
implemented a TA on banking supervision1 
at the Bank of the Lao PDR and continues t
monitor the economy on a regular basis and 
carry out dialogue with the Government of 
the Lao PDR on macroeconomic issues. The 
government has introduced VAT and 
increased excise taxes. It achieved an overall 
budget deficit of 4.0% of GDP in 2010 down 
from over 6.0% in 2009. With increasing 
revenue from mining and hydro projects, the 
government will continue to lower the deficit.  

o 

 

 
Medium 

Weak interagency 
coordination 

Medium The SMEPDO has established a program 
coordination team that includes all 
implementing agencies. A steering 
committee chaired by the minister of 
commerce has been established. The role of 
the steering committee is to provide guidance 
and direction on the government’s national 
SMEs agenda. 
 

Low 

 

Capacity Risks    

The program includes 
several complex 
reforms. 
The capacity of 
agencies to implement 
reforms may be 
constrained by 
resources and other 
emerging priorities. 

Medium The second program reduces this risk by 
focusing on the policy triggers that constitute 
high-priority, high-impact policy reforms 
supported by substantial capacity 
development assistance in the core areas of 
the program such as development of the 
SMEs development plan (2011–2015) and 
trade-related reforms, which are 
prerequisites of World Trade Organization  
accession. 

Low 

                                                 
1 ADB. 2010. Technical Assistance to Lao People’s Democratic Republic Support for Enhancing Financial Sector   
  Supervision. Manila. (Project Number 42224).    
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The legislative process 
may be slow and 
overshoot the time line, 
and trade reforms may 
be opposed by vested 
interests. 

 
Medium 

 
The second program focuses on efforts to 
support the government’s own initiatives and 
reforms in areas where there is strong 
political will and commitment. The RIA 
reforms have strong political commitment 
from the minister of MOIC; the RIA 
interagency taskforce is headed by the vice 
minister of MOIC. Implementing agencies’ 
commitment is also strong in their respective 
components such as the SMEPDO (for SME 
coordination) and the Bank of the Lao PDR 
(for access to finance), as these reforms are 
in line with their own strategic objectives. 
Where necessary, reforms are supported by 
the TA for the Post-Partnership Program 
Framework2. Engagement with key officers in 
the National Assembly is done continuously 
where approval of legislation is involved. 
 

 
Low 

 
Overall 

 
Medium 

  
Low 

GDP = gross domestic product, Lao PDR = Lao People’s Democratic Republic, MOIC = Ministry of Industry and Commerce, 
RIA = regulatory impact assessment, SMEPDO = Small and Medium-Sized Enterprise Promotion and Development Office, 
SMEs = small and medium-sized enterprises, TA = technical assistance. 
Source: Asian Development Bank. 

                                                 
2 ADB. 2010. Technical Assistance to Lao People’s Democratic Republic Support for Post-Private Sector and Small     
  and Medium-Sized Enterprises Development Program Partnership Framework. Manila. (Project Number 44114).    




