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I. POVERTY ANALYSIS AND STRATEGY 

A. Links to the National Poverty Reduction Strategy and Country Partnership Strategy 
 
The Government of the Lao People’s Democratic Republic (Lao PDR) adopted the National Socio-Economic 
Development Plan (NSEDP7), 2011–2015, which contains its strategies to reduce poverty and to achieve other 
Millennium Development Goals. The NESDP7 places private sector and small and medium-sized enterprises (SMEs) 
development and employment creation at the center of the government’s reform agenda, aiming to (i) strengthen the 
private sector and attract investment, (ii) promote SMEs, and (iii) create jobs. To implement the SME agenda in the 
NSEDP7, the SME Promotion and Development Office has initiated drafting its next national SME development plan, 
which is expected to be endorsed by the government in the first quarter of 2012. Also fully aligned with the NSEDP7, 
the draft country strategy and program for 2011–2015 of the Asian Development Bank (ADB) emphasizes poverty 
reduction by accentuating broader-based, private sector-led, inclusive social development, and stronger governance 
for sustainable development. The Second Private Sector and SME Development Program will support the broad 
priorities of the government’s private sector and SME development agenda covering three areas: (i) implementing 
the national SME strategy, (ii) promoting competition policy and regulatory efficiency, and (iii) trade policy and 
capacity development. 
 
B. Poverty Analysis                                                                  Targeting Classification:  General intervention 
 
1. Key Issues      
 
The impressive economic growth from 2000–2010, averaging about 7.5%, has raised living standards and reduced 
the poverty headcount in the Lao PDR. Per capita income almost tripled from around $400 in 2002 to $960 in 2009. 
With an increased living standard, poverty incidence—measured using the national poverty line based on daily 
caloric intake—declined significantly from an estimated 33.5% in 2002 to 27.0% in 2009.  The poverty gap ratio, 
which measures the welfare distribution of persons below the poverty line, has also improved. However, the Lao 
PDR’s poverty incidence remains one of the highest in the region, owing to the country’s early stage of development 
and dominance of subsistence rural economy; available data from survey results show that poverty incidence is 
more severe in rural areas. While other indicators of welfare and social development have improved, many remain 
unacceptably high, such as maternal mortality rates, infant mortality rates, and child malnutrition rates. The 
persistence of high rural poverty partly arises because the main driver of economic growth since 2005has been the 
industrial sector, and primarily mineral resources, which do not have significant linkages to the rest of the economy. 
Indeed, the resource (mining) sector accounts for about one-third of economic growth since 2006, and the non-
resource economy is estimated to have grown at a lower rate of from 5.5% to 6.0%. ADB estimates that potential or 
long-term economic growth is close to 7.0%. While this is relatively high, it may not be adequate enough to create a 
sufficient number of good jobs for the tens of thousands new jobseekers each year. This highlights the need to 
improve the competitiveness of the non-resource private sector, which is dominated by SMEs. 
 
C. Poverty Impact Analysis for Policy-Based Lending 
 
Private sector and SME development and growth is crucial for sustained poverty reduction, as it will be the major 
generator of jobs and incomes in the future. This is particularly true in the Lao PDR, where almost 50% of the 
population is under 24 years of age and more than 80% of employment is in informal activities (mainly subsistence 
agriculture). Removing regulatory constraints and uncertainties hindering private sector investment and creating new 
businesses is crucial. Regulatory compliance and transaction costs, which are more burdensome on SMEs, have 
constrained dynamic growth of SMEs by keeping most of them unregistered. The government has made progress in 
the areas of business registration, trade facilitation, and private sector access to finance, but further reforms in key 
areas are needed to strengthen the business environment. The program impact assessment evaluated the potential 
benefits and costs of the proposed reforms, and suggests a significant gain to the economy in the medium term of 
about 1.1% of gross domestic product (GDP).1 The combined welfare gain from a 15% cut in business compliance 
costs with regulations and a 20% across-the-board deduction in trade facilitation costs (through continued trade 
reforms) is about 0.8% of GDP over the medium term. Improved access to finance should add about $10 million to 
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GDP. Trade policy for SME initiatives such as implementation of geographical indication could add as much and 
$11 million to value added of small-scale producers of semi-processed agriculture products such as coffee.   
 

II. SOCIAL ANALYSIS AND STRATEGY 

A. Findings of Social Analysis 
 
No social risks associated with the program are foreseen. Indirect social impacts include improvements in the quality 
of governance through more transparent, predictable regulation systems and improved stakeholder participation in 
SME policy development. The program is category C in terms of impact on indigenous people. 

B. Consultation and Participation 
 
1. Provide a summary of the consultation and participation process during the project preparation. 
 
As part of the program process, a wide range of stakeholders was consulted, including the private sector, civil 
society groups, and development partners. Several advocacy activities were carried out in the regulatory impact 
assessment (RIA) and regulatory reform systems with five ministries and the Lao National Chamber of Commerce 
and Industry. An interagency taskforce responsible for developing a national RIA action plan includes private sector 
representation.  
 
2. What level of consultation and participation is envisaged during the project implementation and monitoring?  

  Information sharing         Consultation        Collaborative decision-making      Empowerment 
 
3. Was a consultation and participation plan prepared?  Yes     No  

 
C. Gender and Development  Gender Mainstreaming Category: Effective gender mainstreaming 

 
1. Key issues 

  
The program will have direct, positive gender impacts through greater stakeholder participation in SME policy 
development, improved governance in the regulatory regime, and trade policy for SME initiatives. This is aligned with 
recommendations of the gender assessment carried out for the draft country partnership strategy, 2011–2015. The 
positive impact will be achieved through two channels. The first channel is through reforms to enterprise registration 
and its national rollout and the regulatory impact assessment reforms. Good regulation practice principles will include 
incorporation of consultation and gender mainstreaming into the consultation guidelines. The reduction in business 
compliance costs will help remove the gender bias in the regulatory environment, therefore women entrepreneurs 
are likely to benefit substantially. This is because female entrepreneurs are concentrated in the micro and small 
enterprise sector and the burden of high-cost regulations fall the most on micro and small firms. ADB estimates that 
reforms to the enterprise registration system have reduced the cost of business registration by 35.0%. As annual 
registration is no longer required, the reforms have saved the private sector at least $6 million annually. These 
reforms have substantially benefited women entrepreneurs, as reflected in the share of newly registered enterprises. 
Enterprises owned by women accounted for 54.8% of newly registered firms in 2010, up from 43.9% in 2009. The 
second channel will be through the trade policy for SME initiatives, which will target at least 50% of enterprises 
owned by women. 
 
 
2. Key actions. Measures in the design to promote gender equality and women’s empowerment through 
mainstreaming gender in policy development and through trade policy for SME growth initiatives include (i) policy 
development—(a) mainstreaming gender equality in the SME development plan (2011–2016) and the draft bill on 
SMEs, and (b) mainstreaming gender principles of consultation for RIA; and (ii) trade policy for SME growth 
initiatives—(a) ensuring enterprises owned by women in sectors identified for Geographical Indication (GI)  
registration have equal access to public provisioning of any technical assistance, and (b) targeting at least 50% of 
SMEs for dissemination of trade policy related information to be owned by women.   
 

   Gender plan         Other actions/measures        No action/measure 
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III. SOCIAL SAFEGUARD ISSUES AND OTHER SOCIAL RISKS 

 
 
Issue 

 
Significant/Limited/No 

Impact 

 
Strategy to Address 

Issue 

Plan or Other 
Measures Included 

in Design 
Involuntary resettlement No impact  Not relevant   No action 

Indigenous peoples No impact Not relevant   No action 
Labor 

 Employment 
opportunities 

 Labor retrenchment 
 Core labor standards 

 

Positive impact as SME 
expansion will generate 
new employment 

Not necessary   No Action 

Affordability Positive impacts if trade 
and regulatory reforms 
lower consumer prices 

Not necessary   No action 

Other risks and/or 
vulnerabilities 

 HIV/AIDS 
 Human trafficking 
 Others (conflict, political 
instability, etc.), please 
specify 

 

No impact    No action 

IV. MONITORING AND EVALUATION 
Are social indicators included in the design and monitoring framework to facilitate monitoring of gender and social 
development activities and/or social impacts during project implementation?   Yes  No 

These include (i) percentage of registered SMEs owned by women increased to 48% of total registered enterprises, 
(ii) 35% of consultations on measures related to regulatory impact assessment are with women stakeholder groups, 
and (iii) 500 SMEs consulted annually for negotiation of trade agreements and formulation of trade policies, 50% of 
which are SMEs owned by women.   

1. Supplementary document accessible from the list of linked documents in Appendix 2 of the main text of the report and 
recommendation of the President. 
Source: Asian Development Bank. 

 

http://www.adb.org/Resettlement/category.asp
http://www.adb.org/IndigenousPeoples/IP-Screening-Categorization/default.asp



