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ENVIRONMENT ASSESSMENT (SUMMARY)1 

 
A. Natural Resources Status 
  
1. The Lao People’s Democratic Republic (Lao PDR) is well endowed with natural 
resources on which economic development is largely dependent. Accelerating resource 
utilization is heightening concerns that exploitation of forests, minerals, and water resources 
if not carefully managed may prove unsustainable, leading to serious environmental and 
social consequences. 
 

1. Forests 
 
2. Notwithstanding economic diversification in recent years, the Lao PDR continues to 
rely heavily on its forests to support national development. While forest cover is 
comparatively higher than in other Greater Mekong Subregion (GMS) countries, it has 
declined steadily since the 1940s when forests are estimated to have covered approximately 
70.0% of the country. Forest cover is currently reported as 41.5% of the total land area, 
equal to 9.8 million hectares. An estimated 91,200 hectares of forest has been lost per 
annum over the past two decades.  
 
3. Key drivers of forest cover decrease are (i) domestic construction demand,  
(ii) shifting cultivation practices, (iii) mining development, (iv) hydropower development,  
(v) road construction, and (vi) forest conversion for agriculture. Rapid expansion of industrial 
agriculture and plantation establishment has emerged as a notable additional pressure on 
the remaining intact forest. Rubber cultivation in particular has expanded exponentially from 
12,000 hectares in 2006 to an estimated 200,000 hectares by 2010. Additionally, external 
demand for wood and nontimber forest products is high, partly as a result of the imposition of 
logging bans in neighboring countries. Inefficient logging practices exacerbate the problem 
of excessive logging. Continued deforestation and decreased quality of remaining forests is 
adversely affecting biodiversity and the watershed function, and the livelihoods of rural 
communities strongly dependent on forests. These twin problems of deforestation and forest 
degradation are now the subject of international negotiations for a REDD+ 2  system of 
payments to provide developing countries with an incentive to reduce emissions of 
greenhouse gases in the context of land use change. In 2010, the Lao PDR completed a 
REDD Preparation Proposal (R-PP) with a strategy for tackling all the drivers identified here. 
Implementation of the R-PP is now the subject of a study to identify how funds from the 
Forest Investment Program can support key initiatives. 
 
4. Forest loss appears to have eased since 2002 with the government targeting an 
increase in forest cover to 53% by 2010 and to 70% by 2020, though quality continues to 
decline. Forest protection and rehabilitation measures include (i) increasing protection forest 
as a percentage of total land area, (ii) regenerating degraded production forest,  
(iii) introducing stricter forest protection measures, (iv) restricting timber exports, and  
(v) expanding plantation forests.  
 

2. Biodiversity 
 
5.  The Lao PDR is one of the most biodiversity-rich countries in the Greater Mekong 
Subregion. The predominantly mountainous terrain creates wide variations in climate, soil, 
and ecological niches, supporting locally adapted and diverse biota. The country’s diverse 
                                                 
1  This summary is based on the 2008 and 2011 Lao PDR National Environmental Performance Assessment 
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ecological habitat contains at least 10,000 species of mammals, reptiles, amphibians, birds, 
freshwater fish, insects, and plants, with a large number of endemics. 
 
6. Major threats to biodiversity are (i) habitat loss as a resulting of logging,  
(ii) overharvesting of animal protein and other nontimber forest products, and (iii) cross-
border wildlife trade. Road network expansion, forestry, mining, and hydropower 
development represent important drivers for established pressures on biodiversity, variously 
easing access to remote areas, opening external markets, and accelerating forest 
conversion and clearing. Although detailed biodiversity loss data is lacking, sustained and 
intensifying pressures are resulting in a decline in biodiversity. An overall increase in 
threatened species was observed during 2004–2008, attributable to both loss of habitat (the 
dominant threat for 35% of threatened species) and harvesting pressure (the second most 
important threat for 24% of threatened species). 
 
7. The government has made protection of natural habitats and biodiversity a priority in 
line with national socioeconomic development planning. It has committed to sustainable 
management of conservation landscapes. Efforts to protect biodiversity have primarily 
focused on the establishment of national protected areas and conservation corridors. 
Protected area as a percentage of total land area has gradually expanded, increasing from 
an initial 12.6% allocation when the national protected areas system was established in 1993 
to 14.9% by 2008. Protected area management however remains a key challenge, with 
recognized limitations in the number of well-trained management staff and financial 
resources. The government’s commitment to biodiversity protection is clearly evident and it 
continues to fine tune regulatory and policy responses, including addressing gaps in the 
policy and regulatory framework, administrative changes with decentralization and protected 
area management, and strengthened enforcement of laws and regulations.  
 

3. Mining 
 
8. Rapid expansion of mining development poses a threat to the environment and 
human health. Exploration, and raw materials extraction and processing activities can have 
significant adverse environmental and social impacts. Aware of the economic and 
environmental costs associated with such impacts, the government is applying more 
rigorous environmental and social impact assessment requirements to proposed projects to 
identify potential adverse effects and evaluate appropriate mitigation measures. Follow-up 
compliance monitoring to ensure that safeguards are being followed is essential if economic 
development is to have net benefits.  
 

4. Water Resources 
 
9. The Lao PDR has abundant water resources. Total annual water flow nationwide is 
270 billion cubic meters, equivalent to 35% of the average annual flow of the entire Mekong 
Basin. Freshwater availability per capita exceeds 32,000 cubic meters, the largest per capita 
availability in Asia. Water scarcity does however occur, with seasonal reduction in surface 
water flow resulting in inadequate amounts of water in some rivers and streams during the 
dry season. Groundwater is also subject to seasonal variability, and sometimes cannot meet 
the demand.  
 
10. Currently relatively little competition occurs between the various water users. 
Irrigation represents the largest water use, accounting for 82% of total freshwater extraction. 
Industry accounts for 10% and domestic use 8%. Although future water demand is expected 
to increase appreciably, no severe water use conflicts are envisaged based on current and 
predicted usage patterns. 
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11. Improving access to clean water and sanitation represents another key challenge, 
with only 66% of the total population having access to safe drinking water in 2007. Access to 
improved drinking water sources ranges from 86% in Vientiane capital city and other major 
towns to 53% in rural areas where about 82% of households lack a piped water supply 
connection. Throughout the country, the high incidence of gastrointestinal maladies is 
caused by inadequate water supply and poor sanitation, and absence of wastewater 
treatment facilities. Increasing urbanization poses new public health risks. Solid waste 
generation in urban areas of the country is rising markedly, and inadequate waste collection 
and disposal poses an additional threat to surface and groundwater quality.  
 
12. The government has committed to achieving if not exceeding the Millennium 
Development Goals (MDGs) relating to water supply and sanitation—halving the proportion 
of people without sustainable access to safe drinking water and basic sanitation by 2015. 
The government has set more ambitious goals, aiming to improve on the 75% of the 
population with access to improved water supply in rural and urban areas in 2010, to 85% by 
2015 and 90% by 2020. To achieve these targets the government is continuing to spend on 
improving water supply and sanitation and strengthening water quality protection. 
 

5. Aquatic Resources 
 
13. Aquatic resources represent a very important source of animal protein and food 
security, especially in rural areas. Existing fishery protection and management measures 
may be insufficient to ensure the livelihoods of people depending directly or indirectly on 
fishing and aquatic resources for food and to supplement household incomes. In addition to 
overexploitation, fisheries resources are threatened by (i) loss of aquatic habitat to 
agricultural development; (ii) water pollution caused by domestic, agriculture, mine, and 
industry discharges; and (iii) modification of river-flow regimes and ambient water quality 
resulting from hydropower development. 
 
B. Hydropower Development 
 
14. Exploitable hydroelectric potential in the country is roughly 18,000 megawatts—
relatively high compared with neighboring countries. Hydropower potential represents an 
opportunity for the government to earn foreign income to support socioeconomic 
development. The power subsector has developed rapidly; most of the energy produced is 
exported. Continued expansion of hydropower is increasing pressure on the resource base 
and causing undesirable environmental and social impacts. Maximizing net benefits from 
sector development is another key challenge, with consistent adherence to applicable 
environmental safeguards being of particular importance. 
 
C. Climate Change 
 
15. The Lao PDR is not a major contributor to climate change but is likely to be 
disproportionally affected. The country is considered moderately vulnerable to climate 
change impacts compared with neighboring countries. Predicted increases in the intensity 
and frequency of extreme climatic events will affect agriculture, water supply, household 
food security, and the dynamics of water- and vector-borne diseases. Consequences could 
be severe, particularly in rural areas where the effects of climate stresses are magnified and 
the ability of natural and livelihood systems to recuperate from extreme events are already 
low. Climate change is already causing ecological and socioeconomic impacts, with 
increasing incidence and extent of flooding, drought, and landslides. Resulting effects on 
water resources, forests, and agriculture have important implications for water supply 
reliability, fishery yields, biodiversity declines, and food security. 
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16. The government is very concerned about the potentially serious consequences of 
climate change on economic development, human capacity, poverty reduction, and 
environmental sustainability, which could reverse gains in socioeconomic development. 
Recognizing that adaptive capacity is a key determinant of climate change vulnerability, the 
government is focusing on socioeconomic, technology, and infrastructure factors affecting 
capacity to adapt at nationally and locally. The government appears to be well prepared for 
future climate change impacts in terms of adaptation and mitigation policy, regulatory, and 
planning responses. Key strategic priorities for adaptation and mitigation have been set for 
(i) agriculture and food security, (ii) forestry and land use change, (iii) water resources and 
energy, (iv) transport, (v) industry, (vi) urban development, and (vii) public health. 
Recognizing that intact natural resources are more resilient to climate change, the 
government continues to pay close attention to managing the environment, as well as its 
natural resources. While adaptation capacity of the Lao PDR is considered moderate, the 
ability to implement adaptation measures will depend on funding support from external 
development partners. 
 
D. Environmental Management 
 
17. The government has made important strides in instituting changes intended to 
reverse forest degradation. Needed policies, regulations, and institutional frameworks are 
now largely in place and progress to improve forestry and agricultural practices has been 
steady. Key challenges remaining are (i) reinforcing policy initiatives intended to stabilize 
shifting agriculture and encourage more permanent, sustainable agricultural practices;  
(ii) reinforcing land management including acceleration of community forest management 
and land-titling initiatives; (iii) improving production forest management to prevent 
uncontrolled logging; (iv) deterring illegal logging and encroachment into biodiversity 
protection areas; and (v) planning and managing investment in industrial plantation 
development. Some use of forest investment program funds is envisaged to support more 
detailed provincial, district, and community land-use planning that will include assessment of 
carbon stocks in forest areas and an assessment of the environmental costs of allowing 
changes in land use under different circumstances.   
 
18. Environmental safeguard policy and regulations already in place in the Lao PDR are 
relatively comprehensive. Responsibility for ensuring that hydropower, mining, and industrial 
developments are properly assessed and monitored is lodged with a single agency so as to 
improve efficiency and performance. Reflecting the relatively recent application of 
environmental safeguards, institutional capacity to conduct environmental assessment 
remains weak. While technical guidelines have been prepared for key development sectors, 
human resource capacity is inadequate, particularly at the provincial level, to closely 
scrutinize development activities. Public consultation remains inadequate. 
 
19. Human resources and available funding for environmental protection continue to be 
key constraints despite increased government spending and capacity development 
assistance from development partners. Generally, environmental awareness within 
responsible national ministries is improving and environmental mitigation measures are 
being routinely incorporated into project designs. However, implementing ministries, 
agencies, and departments still lack the expertise and experience necessary for rigorous 
environmental protection and management.  


