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I. POVERTY AND SOCIAL ANALYSIS AND STRATEGY 
Poverty targeting: General intervention  

A. Links to the National Poverty Reduction and Inclusive Growth Strategy and Country Partnership Strategy  
The Eighth National Socio-Economic Development Plan (NSEDP) 2016–2020 seeks to enable the Lao People’s 
Democratic Republic (Lao PDR) to graduate from least-developed country status by 2020 through inclusive and 
sustainable growth.a The most recent poverty profile is based on the Lao Expenditure and Consumption Survey,  
2012–2013,b which shows considerable progress in poverty reduction, with a decline in the poverty headcount rate to 
23.2% in 2013, down from 33.5% in 2003. Although economic growth has remained robust, which has contributed to a 
steady decline in the national poverty rate, significant differences in poverty rates remain, both between ethnic groups 
and geographically. For example, the poverty rate is 20% among the dominant Lao-Tai group and 40% for non-Lao-Tai 
groups. In recognition, the government formulated the NSEDP with a focus on inclusive growth aimed at further reducing 
the poverty rate, reducing economic vulnerability, and improving service delivery in health and education. The Asian 
Development Bank (ADB) country partnership strategy (CPS), 2017–2020 supports inclusive and sustainable growth 
through three strategic priorities: (i) infrastructure and private sector development to support employment and income 
generation; (ii) enhanced human development; and (iii) sustainable natural resource management and climate 
resilience.c While these priorities are sector-specific, through the CPS, 2017–2020, ADB has increasingly focused on 
value-added strategic interventions that build synergies across operations. The country operations business plan 
(2019–2021) is in line with the strategic directions of the government’s NSEDP.d An overarching theme in the CPS, 
2017–2020 for the Lao PDR identifies inefficient public sector management as a binding constraint and recognizes that 
progress in expanding access to health and education services remains slow, which disproportionally affects the poor 
and vulnerable. The proposed program is a cross-cutting intervention fully aligned with the NSEDP and the CPS. It aims 
to achieve fiscal consolidation and advance public finance management (PFM) reforms, including improvements in 
public debt management and tax reforms, medium-term budget planning, and enhancing governance and credibility 
budget to sustain growth that is inclusive, aligned to NSEDP objectives, and in line with Sustainable Development Goal 
(SDG) 16 (strengthening governance and inclusive institutions) and SDG 17 (enhancing domestic revenue mobilization 
and building capacity).  

B. Results from the Poverty and Social Analysis during PPTA or Due Diligence  
1. Key poverty and social issues. The Lao PDR’s economy, which grew at averaged 7.4% per annum in 2010–2018 
with moderate inflation at about 4.0%, has been one of the fastest growing in the region, with a sustained period of 
growth and low inflation. The gross domestic product (GDP) per capita increased from $621 in 2006 to $2,599 in 2018, 
driven by the resource sector. The strong growth has been driven by significant investments in hydropower projects and 
strong foreign direct investment from the People’s Republic of China in agriculture, manufacturing assembly, and 
services, including the construction of Lao PDR–People’s Republic of China Railway Project. This strong growth 
resulted in important development outcomes (e.g., tripling the number of households with brick or concrete dwellings, 
doubling access to electricity, and increasing net secondary school enrollment from 27% in 2002–2003 to 50% in  
2012–2013). Inequality has also increased, however, as evidenced by the increase in the Gini coefficient from 0.31 in 
1993 to 0.36 in 2013. A decline in the poverty headcount rate to 23.2% in 2013, down from 33.5% in 2003, enabled the 
Lao PDR to meet its Millennium Development Goal target of reducing poverty to below 24% by 2015. The Lao PDR 
was also one of the first countries in the world to localize the SDGs into its national development plan. However, 
challenges remain in achieving the non-income poverty-related SDGs, including those related to gender equality, child 
undernutrition, maternal mortality, and closing the infrastructure gap to improve access to social services. The increase 
in the Gini coefficient reflects the fact that many families remain near the poverty threshold, with increasing numbers 
vulnerable to sliding back into poverty; half of the poor in 2013 were not poor in 2008.  The Lao PDR’s ranking in the 
United Nations Development Programme Human Development Index (26.5) is below that of Asian lower middle-income 
countries (30.3).e In response, the NSEDP has focused on poverty alleviation based on sustained, inclusive growth, 
focused on human resource development through improved health and education and green-growth in line with natural 
resource and environmental protection. The government’s Public Finance Development Strategy to 2025 recognizes 
the need for a strong PFM foundation to respond to the needs defined in the NSEDP to attain the SDGs and foster 
development in line with priorities as defined in the Vision to 2030.f 

2. Beneficiaries. The direct beneficiary is the Ministry of Finance (MOF) and line ministries at the national level.  
The MOF has faced constraints in effective management of public debt leading to an increase in the fiscal deficit, which 
threatens sustained spending in priority areas (health, education and social welfare). Line ministries in turn face 
challenges in sustaining financing of key social sector programs. The program will help maintain macroeconomic 
stability, support prudent fiscal management, and improve medium-term fiscal planning in key sectors to enable the 
government to gradually achieve sustainable budgeting for the social sectors, the SDGs, and targeted poverty programs 
to benefit the poor and vulnerable, including poor women.  Poor and vulnerable households will become more resilient 
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to climate change and disaster-related shocks, with the government able to maintain social assistance programs and 
ensure gains in poverty reduction are not eroded by macroeconomic vulnerabilities.  
3. Impact channels. Strengthening fiscal management through improved debt management and effective medium-term 
fiscal planning and budgeting will entail improved management of budget resources for health and education. 
Amendments to the tax laws, especially income taxes, are expected to directly benefit small and medium-sized 
enterprises by reducing their net tax burdens. The development of a medium-term fiscal and expenditure framework 
will ensure the budget is aligned with NSEDP priorities, to ensure expenditure decisions are within sustainable debt 
levels, and in line with available fiscal resources and revenue. This will lead to greater sector efficiencies and higher-
quality service provision that directly benefits poor and vulnerable households.  It will also help ensure that in the medium 
term, resources are directed to the people who need it most, as line ministries will need to prioritize expenditures with 
limited resources. Poor and vulnerable groups will benefit from an improved fiscal stance, expansion of basic services, 
and improved service delivery, with greater predictability in public spending. Improved service delivery planning can 
ensure universal health care is sustainable in the long term, while improvements in access to and the quality of education 
for remote and underserved areas will result in greater inclusion of minorities and other marginalized groups.   
4. Other social and poverty issues. Not applicable.  
5. Design features. The proposed program’s overall objective is to strengthen public finance management to achieve 
macroeconomic stability and rationalize spending decisions through increased budget predictability and resource 
allocation aligned to key policy priorities. This in turn will support the government’s focus on poverty reduction by 
channeling resources according to policy priorities, as reflected in the NSEDP and the Vision to 2030. 

C. Poverty Impact Analysis for Policy-Based Lending 

1. Impact channels of the policy reform(s). The policy reform areas are as follows: (i) strengthening public debt 
management and tax reform; (ii) improving medium-term fiscal planning and budgeting; and (iii) enhancing governance 
and budget credibility. The impact channels will have direct measures for the national government to:  
(i) improve public debt management and tax revenues; (ii) strengthen medium-term budget forecasting to enhance 
budget predictability and align with development priorities; and (iii) boost governance and transparency of PFM reforms 
to ensure that public resource are aligned to the Vision to 2030 goals. Poor and vulnerable households will benefit 
through improved service delivery with sustained financing of key government priorities to positively impact human 
development indicators in gender equality, education, health and social assistance.   
2. Impacts of policy reforms on vulnerable groups. No adverse impacts are expected. 
3. Systemic changes expected from policy reforms. The government has addressed its high levels of public debt through 
implementation of a comprehensive debt framework to contain its fiscal deficit and reduce the risk of debt distress. In 
addition, the government has strengthened measures to improve revenue collection through strengthened tax 
administration by simplifying existing tax legislation and improving tax policy to enhance domestic revenue mobilization. 
The government has undertaken medium-term fiscal planning and budget management to channel resources according 
to policy priorities as reflected in the NSEDP and the Vision to 2030. To improve governance of its PFM reform agenda 
and boost fiscal transparency, the government has disclosed key budget documents.   

II. PARTICIPATION AND EMPOWERING THE POOR 

1. Participatory approaches and project activities. As part of the program preparation process, consultations were held 
with the government, and the program used the government’s consultation and participation to engage with a wider 
range of stakeholder.  
3. Civil society organizations. The program uses government processes to engage with civil society stakeholders, 
including the private sector, civil society and nongovernmental organizations. 
4. The following forms of civil society organization participation are envisaged during project implementation, rated as 
high (H), medium (M), low (L), or not applicable (NA):  
         Information gathering and sharing   Consultation    Collaboration    Partnership 
5. Participation plan.  Yes.    No. The program supports government consultation and participation processes. 

III. GENDER AND DEVELOPMENT 
Gender mainstreaming category: The program is categorized as effective gender mainstreaming (EGM).   

A. Key issues. In the NSEDP, the Lao PDR commits to promoting equality between men and women. Existing gender 
strategies aim to reduce poverty founded on the recognition of the important role played by women in the society. 
However, the Lao PDR's classification as a least-developed country is directly related to poor performance with respect 
to a number of SDGs, including SDG 5. The Lao PDR has not reached many important SDG targets, such as maternal 
mortality, nutrition, and the school enrolment rate for girls. The share of women in wage employment is low in all sectors 
(35%), including non-agricultural sectors (34%), with 61% of women serving as unpaid family workers. The most visible 
gender equality progress has been made at the national level: following general elections in March 2016, women made 
up 27.5% of parliamentarians (41 out of 149) in the National Assembly.  By 2008, nearly 40% of all civil servants were 
women, primarily in district government positions, typically as administrators or lower-ranking technical officers. 
Disproportionally few women advance to high-level positions, although the educational qualifications of male and female 
civil servants are largely comparable.  
B. Key actions. The program focuses on strengthening public finance management through implementation of specific 
gender actions through subprograms 1 and 2. Under subprogram 1, the program has addressed the need to build the 
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foundations for gender responsive budgeting (GRB), including gender capacity assessments in strengthening of 
organizational structures and ensuring greater representation of gender stakeholders in key PFM reform structures. 
Subprogram 2 further builds on this foundation through improved analysis of gender outcomes in public finance policy 
reforms such as revision of tax laws and strengthening the budget process through greater GRB guidance from the 
MOF to line ministries.g This will build predictable and credible budgets that improve the quality of budgeting and service 
delivery in line ministries, including woman’s access to these services. The program lays the foundation for GRB while 
targeting broad-based reforms that recognize the need for a realistic, feasible and sustainable basic budget to be in 
place to achieve efficient allocation, so that GRB has the potential to address gender issues within the overall 
development and PFM reform agenda.   Gender action plan   Other actions or measures   No action or measure 

IV. ADDRESSING SOCIAL SAFEGUARD ISSUES 

A. Involuntary Resettlement  Safeguard Category:  A     B      C      FI 
1. Key impacts. Based on an assessment of the proposed policy actions, the program will not entail involuntary land 
acquisition resulting in physical or economic displacement of people.  
2. Strategy to address the impacts. Not applicable. 
3. Plan or other Actions. 

  Resettlement plan 
  Resettlement framework 

  Environmental and social management system 
arrangement 

  Combined resettlement and indigenous peoples plan 
  Combined resettlement framework and indigenous 

peoples planning framework 
  Social impact matrix         No action 

B. Indigenous Peoples                                         Safeguard Category:  A     B      C      FI 

1. Key impacts. Based on an assessment of the proposed policy actions, the program will not entail involuntary land 
acquisition resulting in physical or economic displacement of people.  
Is broad community support triggered?     Yes                     No 
2. Strategy to address the impacts. 

3. Plan or other actions. 
   Indigenous peoples plan 
   Indigenous peoples planning framework  
   Environmental and social management 

system arrangement 

   Social impact matrix 

   Combined resettlement plan and indigenous peoples plan 
   Combined resettlement framework and indigenous peoples 

planning framework 
   Indigenous peoples plan elements integrated in project with 

a summary    No action      

V. ADDRESSING OTHER SOCIAL RISKS 

A. Risks in the Labor Market  

1. Relevance of the project for the country’s or region’s or sector’s labor market, indicated as high (H), medium (M), 
and low or not significant (L). 

 unemployment (L)   underemployment (L)   retrenchment (L)   core labor standards (L) 

2. Labor market impact. No such risks are envisaged. 

B. Affordability: Not applicable  

C. Communicable Diseases and Other Social Risks  
1. The impact of the following risks are rated as high (H), medium (M), low (L), or not applicable (NA):  

   Communicable diseases (NA)      Human trafficking (NA)     Others (please specify) NA 
2. Risks to people in project area. Not applicable. 

VI. MONITORING AND EVALUATION 

1. Targets and indicators. Based on the design and monitoring framework.  
2. Required human resources. The program team will be comprised of ADB staff, with no external consultants. 
3. Information in the project administration manual. A project administration manual is not required for this program as 
no project is included. 
4. Monitoring tools. Based on the design and monitoring framework. 

a Government of the Lao PDR. 2016. The Eighth National Socio-Economic Development Plan (NSEDP) 2016–2020. 
Vientiane. 

b Lao Statistics Bureau. 2014. Lao Expenditure and Consumption Survey, 2012–2013. Vientiane. 
c ADB. 2017. Country Partnership Strategy: Lao People’s Democratic Republic, 2017–2020—More Inclusive and 

Sustainable Economic Growth. Manila. 
d ADB. 2018. Country Operations Business Plan: Lao People’s Democratic Republic, 2019–2021. Manila. 
e United Nations Development Programme. 2018. Human Development Indices and Indicators: 2018 Statistical Update, 

New York. 
f Government of the Lao PDR. 2018. Vision to 2030 and Public Finance Development Strategy to 2025. Vientiane. 
g The Ministry of Health and Ministry of Public Works and Transport already have gender strategies in place  

(the development of which was supported by ADB). The ministries of education and agriculture both have gender action 
plans in place. The implementation of medium-term budgeting and improved expenditure management will allow those 
ministries to better integrate gender concerns into their budget processes. 

Source: Asian Development Bank 


