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DEVELOPMENT COORDINATION 
 

A. Major Development Partners: Strategic Focus and Key Activities  
 
1. Development partners have played an important role in supporting public finance 
management (PFM) development and reforms in the Lao People’s Democratic Republic  
(Lao PDR) since the start of Phase 1 of the government’s Public Finance Management 
Strengthening Program (PFMSP) in 2005. Phase 2 of the PFMSP runs from 2018 to 2025. The 
main objectives of the program are to enhance efficiency and effectiveness of financial 
management aimed at strengthening PFM and fostering governance and transparency of the 
PFM systems through policies, legislation, budget revenue-expenditure development, and the use 
of modern tools that support sustainable and inclusive economic growth as envisaged in Lao 
PDR’s national socio-economic development plans (NSEDPs). The Asian Development Bank 
(ADB) is one of the country’s leading development partners and has provided significant 
assistance for PFM since 2005 in the form of loans, grants, and technical assistance (TA). ADB 
has been working closely with the government and development partners under the PFMSP with 
support for budget reform, fiscal management, PFM diagnostics, and PFM-related components 
of programs and projects in the health and education sectors. Specifically, ADB helped:  
(i) strengthen the planning, formulation, execution, accounting, reporting and monitoring of the 
budget and improve internal and external audit capabilities; (ii) develop tools, including 
implementation manuals and guidelines, for effective medium-term fiscal and budget planning; 
and (iii) improve the government’s financial information system for better budget reporting and 
audit purposes. ADB has been coordinating effectively with development partners in the area of 
PFM reforms, including the European Union, the Japan International Cooperation Agency, the 
International Monetary Fund, the United Nations Development Programme, and the World Bank. 
 
2. Table 1 provides a summary of development partner PFM projects. 
 
B. Institutional Arrangements and Processes for Development Coordination  
 
3. The Lao PDR has a well-developed aid effectiveness framework.1 It includes the Vientiane 
Declaration on Aid Effectiveness,2 which is a localized version of the Paris Declaration on Aid 
Effectiveness, a country action plan, and a round table meeting process with development 
partners. The government is committed to the Accra Agenda for Action. A secretariat at the 
Ministry of Planning and Investment (MPI) monitors progress in improving aid effectiveness. With 
the support of development partners, the government developed a results-based management 
framework for the Eighth NSEDP for 2016–2020, with a monitoring and evaluation system.3  
 
4. The government takes the lead in development partner coordination through the round 
table process and its sector working group mechanism. High-level round table meetings (RTMs) 
take place once every 5 years, with round table implementation meetings in other years. The 
round table process is co-chaired by the MPI and the United Nations Development Programme, 
and includes 10 sector working groups. The working groups are the main mechanism for sector- 
and thematic-level coordination and policy dialogue in health, education, governance, 
macroeconomics, trade and private sector development, infrastructure, action on unexploded 
ordnance, illicit drug control, agriculture and rural development, and natural resource management 

                                                
1 An overview can be found at www.rtm.org.la.  
2 The Vientiane Declaration on Aid Effectiveness was signed by the government and 22 partner countries and 

organizations during the 9th Round Table Meeting in Vientiane in November 2006. 
3  Government of the Lao PDR. 2016. The Eighth National Socio-Economic Development Plan (NSEDP) 2016–2020. 

Vientiane. 
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and the environment. The working group meetings take place throughout the year and in the 
runup to the RTMs. These regular meetings provide an opportunity for high-level dialogue 
between senior government officials and development partners on national and sector plans, 
strategies, and reform initiatives. The most recent RTM (held 4–5 December 2018) focused on 
the midterm review of the implementation of the NSEDP 2016–2020; discussion included  
(i) sustained inclusive economic growth; (ii) social and human development; (iii) natural resources, 
environmental management and disaster preparedness; and (iv) cross-cutting issues such as rule 
of law, youth and gender. 
 
5. The MPI’s Department of International Cooperation is responsible for mobilizing 
development assistance. The Ministry of Finance (MOF) is responsible for negotiating loans and 
grants and monitoring the implementation of the projects. Line ministries are responsible for 
planning and coordinating assistance in their sectors. The government is committed to 
strengthening the alignment between development partner-financed public investments and 
budgeting the resources needed to ensure their sustained operation and maintenance. The 
government adopted a decree in 2009 on official development assistance management to 
streamline coordination of this assistance between government agencies.4  
 
6. ADB is also a member of: (i) the United Nations country team; (ii) all of the 10 government–
development partner sector and thematic working groups; and (iii) an informal development 
partner group that meets quarterly. ADB is an active participant in the roundtable process and a 
signatory to the 2006 Vientiane Declaration on Aid Effectiveness. ADB helped prepare the country 
action plan on aid effectiveness through participation in a high-level forum and its task force. 
Recently, ADB completed a TA project to build capacity in support of improving aid effectiveness.5 
 
7. In April 2018, the government established the PFM Reform Steering Committee led by the 
MOF and composed of high-level officials from the MPI, Bank of Laos, and key line ministries. It 
is mandated to provide oversight and guidance to relevant agencies and development partners 
to ensure alignment of PFM reform-related activities with the Public Finance Development 
Strategy to 2025.6 An implementation plan for step 1 of phase II of the PFMRP was published in 
March 2018.7 The plan has a matrix detailing the various actions and activities for the six strategic 
areas for 2018–2020, including institutional responsibilities and expected development partner 
support. The matrix is an effective coordination and monitoring tool for the PFM reform program. 
 
C. Achievements 
 

8. The well-institutionalized development partner coordination mechanism is led by the 
Government of the Lao PDR and embedded in the government-owned reform program. The 
participatory approach used in sector working group meetings and in development partner 
meetings with the MOF, the MPI, and sector ministries have improved coordination and 
harmonized the agenda of development partners with Lao PDR’s sector priorities. This will 
contribute substantively to implementation of the Paris Declaration on Aid Effectiveness. 
 
D. Summary and Recommendations 
 

                                                
4 Lao PDR. Ministry of Planning and Investment. 2017. Foreign Aid Implementation Report (FAIR). Vientiane.   
5 ADB. 2013. Technical Assistance to the Lao People’s Democratic Republic for Policy and Capacity Support for 

Increased Aid Effectiveness. Manila. 
6  Government of the Lao PDR. 2018. Vision to 2030 and Public Finance Development Strategy to 2025. Vientiane. 
7  Government of the Lao PDR. 2018. Implementation Plan for Public Finance Management Reform, Step 1  

(2018–2020) of Phase II (2018–2025). Vientiane. 
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9. The development partners have a shared understanding of the key implementation 
challenges and the strategic directions of public sector management reforms. Coordination with 
development partners will be instrumental to the program, and synergies between ADB 
assistance and the programs, projects, and activities of other development partners will ensure 
effective use of development assistance resources and achievement of the Public Finance 
Development Strategy 2025. Close policy coordination and dialogue with the government and 
development partners will continue through participation in coordination platforms led by the MOF. 
The coordination will also take place through: (i) annual country programming discussions;  
(ii) meetings during the program administration missions; and (iii) participation in program, policy, 
and other stakeholder consultation events and discussions organized by the government. 
 

Table 1. Major Development Partners and Their Projects 
Development 

Partner Project Name Duration 
Amount 
(million) 

Asian 
Development 
Bank 

Public Expenditure Planning for National growth and Poverty 
Eradication Strategy 

2005–2008 $0.70 

Strengthening Public Financial Management 2008–2011 $1.10 
 Governance and Capacity Development in Public Sector 

Management Subprograms 1 and 2 
2010–2014 $25.00 

 Strengthening Capacity of the State Audit Organization 2012–2014 $0.75 
 Health Sector Governance Program Subprograms 1 and 2 2013–2018 $50.00 
 Support for Governance and Capacity Development 2015–2019 $1.00 
 Strengthening Public Finance Management Subprograms 1 

and 2 
2018–2021 $80.00 

European 
Union (EU) 

Poverty Reduction Project Oudomxay 2013–2017 €1.63 
Support to the government of the Lao PDR on public finance 
management modernization strategy 

2015–2017 €2.00 

 EU–Food and Agriculture Organization partnership to help 
governments reduce poverty, achieve zero hunger, improve 
nutrition, and increase resilience in crisis-prone countries 

2015–2019 €40.00 

International 
Monetary Fund 

Support for the Ministry of Finance for IPSAS Standard 2012–2013 $0.10 

Japan 
International 
Cooperation 
Agency 

Capacity Building in PIP Management 2004–2007 ¥273.00 
Enhancing Capacity in PIP Management  2008–2011 ¥99.97 

United Nations 
Development 
Programme 

Strengthening Capacity and Service Delivery of Local 
Administration (in partnership with United Nations Capital 
Development Fund, Swiss Agency for Development and 
Cooperation, GEF, and the Republic of Korea)  

2012–2015 $12.50 

 National Assembly Strategic Support Project 2014–2016 $2.30 

World Bank Public Financial Management Strengthening Program  2009–2013 $8.00 
 Seventh Poverty Reduction Support Program  2011–2012 $10.00 
 Eighth Poverty Reduction Support Operation 2012 $20.00 
 Ninth Poverty Reduction Support Operation 2013–2014 $20.00 
 Strengthening the National Statistical System Project 

Public Finance Modernization Program (EU financed) 
First Programmatic Green Growth Development Policy 
Operation 
Enhancing Public Finance Management through ICT and Skills 

2013–2017 
2016–2018 

2017 
 

2019–2025 

$8.00 
€2.00 

$38.60 
 

$20.00 
ADB = Asian Development Bank; EU = European Union, GEF = Global Environment Facility, IPSAS = International 
Public Sector Accounting Standards, Lao PDR = Lao People’s Democratic Republic, PIP = Public Investment 
Program. 
Source: Asian Development Bank. 

 


