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POVERTY ANALYSIS (SUMMARY) 
 
1. The Lao People’s Democratic Republic (Lao PDR), one of Southeast Asia’s least 
developed countries, has experienced a dramatic transformation over the past decade. The 
economy has grown, the incidence of poverty declined, and infrastructure is expanding. 
Numerous reforms have resulted in an improved investment climate, trade, and private sector 
development. Direct foreign investment has more than doubled. The country’s economy 
emerged relatively unscathed from the global recession and gross domestic product growth 
stayed strong in 2010. The latest Laos Expenditure and Consumption Survey (2007/08) 
revealed that poverty incidence decreased to 27% from 46% (1992/93).  
 
2. The total population has grown by about 55%, from 3.6 million in 1985 to 5.6 million in 
2004 based on the Lao Population Census 2005; it is projected to reach 6.9 million by 2015.1 
The population growth rate is expected to continue to decline, largely due to declining fertility 
and mortality. The country has a very young population—50% of the population is less than  
20 years old. By 2015, 33% of the population is expected to be below 15 years and 63% from 
15 to 64 years. This “demographic dividend” is expected to generate income that exceeds total 
consumption. With declining fertility and increasing life expectancy, the number and proportion 
of the elderly is expected to rise. Life expectancy at birth for males and females increased 
significantly from 1995 to 2005, from 50 to 59 years for males and 52 to 63 years for women. 
Households headed by women represent about 5%–10% of the population and seem to be 
generally worse off. At present, the share of the population is more rural (around 75%), but the 
most recent census data show a shift from rural to urban.2 
 
3. Economic growth and rising inequality. The Lao PDR has been growing at 6.7% a 
year since 2001 (and 7.5% over the last 5 years). It has achieved higher real gross domestic 
product (GDP) growth than any other least-developed country in Asia and the Pacific. The 
expansion of mineral production and increased commodity price contribute to a number of 
positive outcomes. Real GDP growth increased from 7% in 20093 to a projected 8.2% in 2011. 
Hydropower and mining account for 2.5% of the annual growth of 7% and make up 20% of total 
revenues.4 Natural resources and manufacturing are expected to drive growth in 2011.5 
Garment exports are expected to increase up to 15%. Agriculture is expected to benefit from 
increased regional demand and higher food prices. Export earnings, largely for copper and 
electricity, are expected to grow by 30% in 2011 (footnote 6).  
 
4. Based on the international poverty line of $1.25 per day, poverty decreased from 44.4% 
in 2002/03 to 37.4% in 2007/08. The poverty headcount ratio declined in the same period from 
33% to 27%. While economic growth has led to poverty reduction, inequality is rising and 
reversed the positive development impact (footnote 6). Poverty proportions in the north are 12 
percentage points higher than in the center or south.6 Qualitative poverty assessments suggest 
that in some regions poverty has not changed and may have increased. The resource sectors, 
including mining and hydropower, have not contributed much to poverty reduction as 80% of the 

                                                 
1  Ministry of Planning and Investment. 2009. Recent Socio-Economic Developments, Opportunities and Outlook. 

Vientiane.  
2  National Statistics Center. 2006. Population Census 2005. Vientiane. 
3  Of the 7%, 3.6% was from resources (electricity and mining), 1.0% from manufacturing and agriculture, 0.5% from 

construction, and 2.5% from services. 
4  World Bank. 2010. Lao PDR Development Report. Washington, DC. 
5  World Bank. 2011. Lao PDR: Economic Monitor Update May 2011. Vientiane. 
6 United Nations Development Programme. 2009. Employment and Livelihoods. Fourth National Human 

Development Report. Vientiane.  
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workforce is employed outside of these sectors. Mining’s total contribution to poverty reduction 
was less than 0.1% of the 6% poverty reduction from 2003 to 2008 (footnote 4). Given the high 
number of poor households involved in the agriculture, about 70% of the total contribution to 
poverty reduction was from this sector, followed by 10% from manufacturing and services, and 
about 4% from construction. About 26% of the population lives below the poverty line of $1.25 
per day and a considerable proportion are close to it. 
 
5. Natural resources and food security. The natural resource base contributes to more 
than (i) 50% of the country’s GDP, (ii) 90% of total employment, and (iii) 60% of exports.7 
However, public environment expenditures account for only 0.7% of total public expenditure and 
will require greater public investments to sustain the natural resource base. Most households 
are dependent on agricultural land, rivers, and forests for their income and food, which makes 
them vulnerable to falling more into poverty and to negative nutritional outcomes. Land is the 
most important source for agricultural livelihoods and food security. Land ownership is a key 
determinant of poverty and nutritional status. The prevalence of stunting8 in children below  
5 years of age and household food security are highly correlated. Households owning larger 
amounts of land per capita are concentrated in higher per capita income groups and vice versa.9 
The first source of income, especially among the poor, is from natural resources, particularly 
rice.   
 
6. As for food, incomes from farming are much more important as a proportion of total 
income for the poor, those in remote areas, and upland farmers. Data from the Lao Expenditure 
and Consumption Survey (LECS) 2007/08 suggests that lack of land ownership is strongly 
related to consumption poverty.10 In rural areas, rice and forest produce remain key to ensuring 
household food security. Reduced forest access and the drying of water bodies, important 
sources of additional income, are setbacks for household income and food security. The 
destruction of natural resources and land loss because of the relocation of communities from 
project sites may result in rising poverty, inequality, and malnutrition of the poorest households 
(footnote 5). Finding effective strategies to help the most vulnerable households establish 
sustainable livelihoods remains a challenge given the limited capacity of local governments to 
implement mitigation and compensation measures.     
  
7. Risks, shocks, and vulnerability. The rapid growth in mining and hydropower has 
benefits as well as risks. At the national level, the risk of higher volatility and lower employment 
in the long-term may be possible because of limited industrialization and economic overheating 
due to large resource exports. Locally, risks are mostly associated with the environment through 
expanding hydropower development and mining that may destroy the natural resource base 
(footnote 4). Lack of environmental regulations and implementation capacity is associated with 
higher environmental risks.  
 
8. In the Lao PDR context, risks (e.g., agriculture, health, employment, prices) translate to 
significant vulnerabilities due to limited access to formal insurance and safety nets. Health 
shocks among the poor are more common than most other shocks. They are more costly 
because they lead to high medical expenses and income losses. Evidence suggests that health 

                                                 
7 United Nations Development Programme. 2010. Poverty–Environment Initiative Lao PDR. Issues Brief 01/2010. 

Vientiane.  
8  Stunting: less height for age 
9 Land ownership refers in this context to the control of land by farmers and not the possession of formal papers. 

The Gini coefficient of land inequality of owned agricultural land is 0.54 and of land inequality for cultivated land 
0.49. 

10 The rural poor cultivate around 1.7 hectares of land, while the nonpoor cultivate more than 2.0. 
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shocks are worse than drought in terms of families being forced to cut back on consumption.11 
While HIV/AIDS prevalence is very low, risk factors include the proximity of countries with higher 
HIV/AIDS rates, a steady rise in illicit drug use, and an increasing number of and demand for 
sex workers.12 
 
9. Millennium Development Goals. The country’s performance with regard to the 
Millennium Development Goals (MDGs) is mixed. While goals related to literacy, child and 
maternal mortality, communicable diseases, safe water, and sanitation are on track, goals for 
primary education, assisted birth, gender equality, and in particular child hunger are unlikely to 
be met. Although access to education has improved, the country is still far from achieving the 
MDG2 target of primary education enrolment rates for girls at 91.7% and boys 93.7%, 
secondary rates for girls at 55.5% and boys 64.4%, and upper secondary rates for girls at 
30.4% and boys 37.3%. The MDG3 target on gender equality and women’s empowerment is 
off-track. MDG5 on maternal mortality is seriously off-track and needs attention to improve the 
quality of maternal and neonatal child care and service delivery. Rising inequality will require 
greater emphasis on non-income-related MDGs such as nutrition, and maternal and child 
health, if targets are to be met. 
 
10. Low human development. Despite increased consumption in the country, malnutrition 
has not been reduced much since 1990. About 38.0% of children under 5 years are 
underweight, 42.0% stunted, and 7.4% wasted.13 The prevalence of underweight and stunted 
children under 5 years is 3 times higher than in the richest households (footnote 6). More female 
infants are underweight and stunted than males. About 12% of women of reproductive age are 
underweight (2009). National budget allocations for education are the lowest in the world, 
although they have been increasing in recent years. While significant progress has been made 
in relation to achieving universal primary education, the challenge remains to reach the 
“unreached” in rural areas (footnote 6). Although gender gaps in enrolment rates have been 
narrowing, still fewer girls than boys are enrolled at all levels and the gap increases in higher 
education. Overall adult literacy is lower for women (70%) than men (85%), with marked 
differences in rural areas with 54% of women are literate compared with 81% of men.  
 
11. Regional, gender, and ethnic differences. Gender disparities exist, and poverty is still 
largely defined by ethnicity and geography. Economic growth and poverty reduction has been 
concentrated in urban areas and districts along the Thai border. During 1992–2008, rural 
poverty reduced from 51.8% to 31.7% , and urban poverty from 26.5% to 17.4% (footnote 7). 
The slow reduction in urban poverty could be attributed to in-migration of poor from rural to 
urban areas, particular the capital, Vientiane. Poverty and malnutrition is higher in ethnic groups 
other than the Lao-Thai. The northern areas of the country with about 65% of non-Lao-Thai 
ethnic groups remain poorer, with poverty rates of 37% compared with the national average 
poverty rate of 30%. Different development indicators perform differently across provinces.14 In 
some provinces, where poverty was low, it has risen.15 In some low-income provinces, 
education variables have shown improvements; however, education indictors for non-Lao-Thai 

                                                 
11  World Bank 2010. Are Health Shocks Different? Evidence from a Multi-Shock Survey in Laos. Vientiane.   
12  Joint United Nations Programme on HIV/AIDS (UNAIDS). 2010. Country Progress Report. Vientiane.  
13 Underweight: less weight for age; stunted: less height for age; wasted: less weight for height. Data from 2006 Multi-

Indicator-Cluster Survey. 
14 Attapeu, Huaphanh, Oudomxay, Phongsaly, Sarvane and Sekong are among the provinces with the lowest human 

development indicators, while Vientiane Capital and provinces are the highest. 
15 The percentage of persons below the poverty line increased in Borikhamxay from 16.81% in 1993 to 37.03% in 

2003. 
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rural women are the lowest in East Asia.16 The maternal mortality rate is still among the highest 
in the world, at 390 per 100,000 live births. About 84% of women continue to deliver their babies 
at home without skilled birth attendants.17 Poor nutritional status and food taboos during 
pregnancy likely contribute to the high maternal mortality rate. Access to reproductive health 
remains limited, and early pregnancy and marriage continue to place young women at risk. 
 
12. Seasonal unemployment. Women have one of the highest labor force participation 
rates in the region at 79.5% compared with 81.0% for males; they are higher in rural than in 
urban areas. The labor market is highly informal and agriculture based. Unpaid family work is 
much more common among women than men (64% female and 27% male). Crop farmers face 
greater unemployment largely because of the shift to farm mechanization, thereby reducing the 
use of labor on land. In the dry season, workers in all categories face a higher incidence of 
unemployment.  
 
13. Asian Development Bank and poverty reduction. The country strategy and program 
2007–2011 highlighted inclusive sustainable growth, inclusive social development, and good 
governance as key to poverty reduction. To reduce nonincome poverty, more attention is 
required to address gaps in social service provision, capacity building for environmental 
enforcement, child malnutrition, and maternal mortality. Asian Development Bank (ADB) support 
to vulnerable groups includes improved equity and quality of education and health services for 
the rural poor improved livelihoods and food security, and linking and improving rural–urban 
infrastructure and transport.  
 
14. Conclusions. In formulating ADB’s new strategy for the Lao PDR, the following should 
be considered: 
 

(i) Trends and patterns in poverty differ widely across provinces, implying that the 
gains of development are unequal. This highlights the need to strengthen poverty 
assessments and design targeted poverty reduction approaches in infrastructure, 
energy, and urban development projects. 

(ii) The risk and vulnerability profile calls for greater attention to agriculture, rural 
development, and infrastructure by mainstreaming targeted interventions on 
nutrition improvement and social safety nets for the poor in ongoing or new 
projects. 

(iii) To strengthening poverty reduction outcomes, consider the following: 
(a) Projects in the energy and infrastructure sectors require improved 

(environmental, social, and poverty) assessments to identify longer-term 
cumulative effects of investments. Pilot and introduce targeted poverty 
reduction, nutrition, and safety net interventions in ongoing or new 
projects through (conditional) cash transfers and in-kind transfers (e.g., 
school feeding).  

(b) Pilot and integrate disaster risk reduction approaches in agriculture and 
infrastructure projects (e.g., crop insurance). 

 
 

                                                 
16  The relationship between ethnicity and education status is strong: an 18-year-old rural ethnic minority girl is likely to 

have only 2.5 years of education;  the urban ethnic majority male equivalent will have 8.5 years. 
17 Asian Development Bank. 2011. Draft Country Partnership Strategy: Lao People’s Democratic Republic 2012–

2016. Vientiane.  




