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SECTOR ASSESSMENT (SUMMARY): AGRICULTURE AND NATURAL RESOURCES1 

 
Sector Road Map 

 
 1. Sector Performance, Problems, and Opportunities 
 

1. The agriculture and natural resources (ANR) is the largest contributing sector to gross 
domestic product (GDP). It accounted for more than 40% of GDP and over 70% of employment 
in 2009. Rice is the country’s staple crop, accounting for about 25% of GDP as well as 67% of 
the caloric intake of the rural population. Livestock and fish make up 10% of GDP, and forestry 
8%. Despite the importance of the sector, more than 50% of households in the Lao People’s 
Democratic Republic (Lao PDR) are subsistent farmers with incomes below $300 per household 
per year. While women are active in ARN activities and account for 54% of the work force, 
gender gaps exist in extension services, market information, and financial services. National 
food self-sufficiency was achieved in 2000, but recent estimates suggest that only about 30% of 
the rural population are actually food secure. Food security dimensions of accessibility, safety, 
nutrition, and stability are not always evident, particularly among the more than 80% of the poor 
who reside in rural areas.     
 

2. The Lao PDR has rich and relatively underdeveloped natural resources, which are 
increasingly under threat. About 80% of the country lies within the Mekong river basin, providing 
abundant freshwater resources. Storage capacity of large reservoirs is about 3% of water 
supply, and hydropower generation is about 8% of potential. The adoption of a river basin 
approach is still at the early stage. Rich forest cover and biodiversity are still pronounced, but 
under threat from unregulated extractions, large-scale land concessions, and inappropriate 
agriculture and forestry practices. Increasing recognition of the ANR sector’s potential has led to 
a large inflow of foreign direct investment (FDI) in recent years. While FDI brings capital, 
technology, and skill flows, many investments are environmentally and socially damaging due to 
insufficient due diligence. 
 

3. Physical, economic, and capacity constraints undermine growth of the sector. Arable 
land is limited due to (i) the large area of mountainous terrain, (ii) a shortage of water for 
irrigation in the dry season, and (iii) the contamination of large areas by unexploded ordinance. 
Economic and trade potential has not been realized due to (i) subsistence and the dispersed 
nature of production, with limited domestic demand; (ii) limited agribusiness development due to 
poor productive infrastructure; and (iii) lack of access to financial services.  Capacity constraints 
include (i) the weak institutional capacity of government agencies to address issues in the 
overall development of the sector; (ii) seriously constrained government budgets for 
development investment and recurrent funding; and, (iii) limited capacity to provide incentives 
as well as an environment conducive to private sector development.  
 

4. Addressing the energy, food, and water security nexus through climate-friendly 
development is essential. The ANR sector is extremely vulnerable to climate change and 
therefore enhancing adaptation and resilience is crucial to ensure sustainable increase in 
productivity and food security. The sector also offers opportunities to mitigate greenhouse gas 
emissions and enhance carbon sequestration thereby providing new ways to increase rural 
incomes and promote low carbon economy. Integrated agriculture systems should be promoted 
to simultaneously contribute to enhanced productivity, improved food and energy security, and 
more resilience to variations in climate.   
 

                                                            
1 This summary is based on Lao PDR: Agriculture and Natural Resources Sector Assessment, Strategy and 

Roadmap. Manila. (http://serd-lao.adb.org/). 
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5. The problem tree (Figure) summarizes the core sector problem as one of low agricultural 
productivity, rapidly eroding natural resource base, and unrealized potential for trade. The result 
is high rural poverty and low physical and economic productivity. The ANR sector’s major 
opportunity is to deliver market-demanded products that are significantly different from those of 
its larger regional competitors. The Lao PDR is at the center of a market of 200+ million 
consumers in the Greater Mekong Subregion (GMS), and potentially many more globally. 
Consumers are increasingly demanding high-value and safe products that the country’s ANR 
sector can deliver, especially livestock and “green” fruits, vegetables, medicinal produce, and 
nontimber forest products.  
 
6. Major green growth opportunities exist. The Lao PDR has a clear regional comparative 
advantage as its agriculture base is still largely organic. Support through both policy and specific 
investments can bring this advantage to considerable scale. Moreover, major opportunities exist 
for the country  to turn GMS transport into genuine economic corridors. Realizing this potential 
requires promoting partnerships of various types between governments (e.g., harmonizing 
standards, certification, sanitary and phytosanitary standards), between government and private 
investors, and between private companies and producers (i.e., contract farming). Realizing the 
ANR potential will require an increase in public expenditure on the sector, new financing 
mechanisms (e.g., REDD+2), increases in FDI flows, and improved aid effectiveness.  
 

2. Government’s Sector Strategy 
 
7. To meet the Seventh National Socio-Economic Plan target of 8% annual growth by 
2015, the ANR sector is expected to contribute 4% of the growth. The Strategy for Agricultural 
Development, 2011 to 2020 identifies two development goals: (i) modernization of lowland 
market-oriented agriculture production adapted to climate change with a  focus on smallholder 
farmers; and (ii) conservation of upland ecosystems, ensuring food security and improving the 
livelihoods of rural communities. It has four specific goals: (i) food security, (ii) promoting pro-
poor and green value chains, (iii) sustainable production patterns, and (iv) sustainable forestry.3 
Gender is a crosscutting priority in the government’s plan. The strategy highlights the 
importance of mobilizing FDI and official development assistance resources, and stresses that 
the primary role of the Ministry of agriculture and Forestry is to become a regulator and 
guarantor of equal access for all stakeholders. The strategy contains the Agriculture Investment 
Plan to 2015, which aims to maximize effectiveness of aid resources, coordinated under the 
Joint Working Group on Agriculture. 
 

3. Development Partner Complementarities 
 
8. ADB is the lead development partner, providing about 35% of assistance in the ANR 
sector. The World Bank is focusing on hydropower, rural development, forestry, and social 
development; and is working with ADB on REDD+ investment and the Forest Investment 
Program. In the water subsector, the Australian Agency for International Development, in 
partnership with ADB, the Mekong River Commission and the World Bank has contributed 
significantly to the National Integrated Water Resources Management Support Program, the 
Water Resources and Environment Administration, and the new Nam Ngum River Basin 
Committee. Many agencies such as the Australian Agency for International Development, the 
International Fund for Agricultural Development, the Japan International Cooperation Agency, 
                                                            
2 Reducing Emissions from Deforestation and Forest Degradation  
3 The four goals are underpinned by eight programs: (i) food production; (ii) commodity production and farmer 

organizations; (iii) sustainable production patterns, land allocation, and rural development; (iv) forestry 
development; (v) irrigated agriculture; (vi) other agriculture and forestry infrastructure; (vii) agriculture and forestry 
research and extension; and (viii) human resource development. 
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Agence Française de Développement (AFD), GIZ, the European Commission, along with 
nongovernment organizations (NGOs) are providing complementary support for rural 
infrastructure and are enhancing their support to promote a low carbon economy.   
 
 4. ADB Sector Experience and Assistance Program 
 
9. The 2010 country assistance program evaluation rates ADB’s performance as generally 
positive and successful, improving sector institutions and capacity for future successful 
initiatives.4 The relatively modest investments in physical infrastructure, policy analysis, 
institutional reform, rural productivity improvement, and private sector investment have had 
significant impacts, including moving the sector toward a market-based structure. ADB’s 
contributions to the water subsector and gender mainstreaming are worthy of highlighting. Major 
performance improvements are noted in the 2010 sector assistance program evaluation.5 
 

5. ADB Sector Experience and Assistance Program 
 

10. The lessons emerging from experience include (i) increase recurrent public ANR 
expenditure, (ii) provide greater selectivity in ADB operations, (iii) strengthen preproject 
economic analysis, and, (iv) address broader economic and policy issues such as regional trade 
facilitation and investment through GMS programs (Core Agriculture Support Program, Core 
Environment Program and Biodiversity Corridor Initiative). ADB should continue with public–
private partnerships focusing on pro-poor resource management, gender accessibility and 
mobility, and rural infrastructure. For water resource management, support should continue for 
(i) providing institutional strengthening for river basin management, (ii) updating the inventory of 
water resources, and (iii) supporting the newly established Nam Ngum River Basin Committee. 
 
11. Lessons in natural resources management reveal that enhancing the quantity and 
quality of the natural resource base, i.e., securing the natural capital that underpins sector 
performance, is a necessary but insufficient condition for development. Complementary 
investments are needed to raise productivity on a sustainable and equitable basis. Ongoing 
projects are successfully supporting green value chain and agricultural commercialization, and 
strengthening agribusiness linkages with smallholders. The momentum generated through 
these projects needs to be maintained for improved sector performance and competitiveness.  
 

6. ADB’s Future Strategy and Assistance Program 
 
12. ADB’s future sector strategy is based on the government’s strategy, ADB’s own strategic 
priorities, and building upon past successful experiences. ADB will (i) provide productive rural 
infrastructure, both hard and soft,6 to enhance market-oriented development; (ii) target four 
geographic areas7 to promote sustainable development; (iii) promote private sector participation, 
particularly agrobased micro and medium-scale enterprises; and (iv) incorporate cross-cutting 
and thematic issues including environment, climate change and low-carbon development, 
gender mainstreaming, governance, capacity development, and regional integration and 

                                                            
4 ADB. 2010. Country Assistance Program Evaluation: Lao People’s Democratic Republic. Manila. 
5 ADB. 2010. Agriculture and Rural Development Sector in the Lao People`s Democratic Republic. Evaluation Study. 

Manila. 
6 Hard infrastructure includes irrigation systems, rural roads, postharvest facilities, cross-border value chain logistics, 

wholesale markets and trading centers, information and communication technology. Soft infrastructure includes 
strategic planning, contractual and pricing arrangements, and the human and institutional systems and support 
mechanisms necessary to operate and maintain the physical or hard infrastructure. 

7 The four geographic subareas based on government policy are (i) upland in the northern, central eastern, and 
southeastern regions; (ii) lowland and flood plains in the northern central and southern regions; (iii) urban areas in 
Vientiane Capital and major cities; and (iv) the Boloven Plateau. 
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cooperation. These will be incorporated into two ADB activity streams: improved rural 
productivity and food security, and enhanced natural resources productivity and climate 
resilience. 
 

  a.   Improved Rural Productivity and Food Security 
 
13. Poverty reduction and food security will be pursued by enabling smallholder farmers to 
competitively meet market demand. ADB will help to improve productive rural infrastructure, 
including irrigation, rural access, and value chain logistics, in order to enhance rural economic 
diversification and enable smallholder farmers to improve incomes. Support will be provided to 
improve existing irrigation facilities and to develop new small and medium-sized schemes, 
simple enough to be fully managed, owned, and maintained by the farmer beneficiaries. 
Postharvest facilities and marketing facilities will also be supported.  
 
14. ADB will support on-farm appropriate technologies and trade facilitation. Given the 
financial, environmental, and health costs of chemical-intensive agriculture, two key strategies 
will be to (i) increase green agriculture productivity; and (ii) overcome barriers to trade, linking to 
existing interventions in transport and trade under regional initiatives such as the GMS Core 
Agriculture Support Program and the Association of Southeast Asian Nations (ASEAN). In 
partnership with the private sector, ADB will provide software interventions including building 
capacity for biosecurity, sanitary and phytosanitary standards, traceability and eco-labelling 
systems, and paperless trade. Public sector support will include (i) capacity strengthening for 
farmer organizations, (ii) contract assurance, and (iii) information delivery. 

 
15. Gender is a key priority in ADB interventions.  For example, the river basin management 
projects will actively promote women’s participation through targets and quotas in farmer 
groups, in irrigation management groups, village land use planning processes, access to credit, 
and productive resources. The productivity enhancement and climate-friendly value chain 
development projects will support women’s access to new technologies to increase productivity 
and enable women to participate in higher-value, market-oriented production. The water 
resource management and rural connectivity projects will support women’s participation in water 
user associations and local infrastructure planning, training in rural irrigation and flood control 
management, and employment in local civil works.  
  
  b.  Enhanced Natural Resources Productivity and Climate Resilience 
 

16. In view of past successes in supporting natural resource management, particularly water 
resource management, ADB will continue to play the leading role in strengthening policy, legal, 
and regulatory frameworks, and building central and provincial capacity. Institutional and 
technical capacity for mainstreaming climate change in ANR planning will be strengthened. 
Options for mobilizing global climate finance through programs such as the Forest Investment 
Program,8 Adaptation Fund, and other carbon market initiatives will be pursued. Investment in 
water resource management—both for irrigation expansion and system efficiency improvement, 
as well as for wider promotion of sustainable practices such as basinwide planning and 
integrated water resources management—will be supported. Sustainable natural resource 
management also implies measures to better control current use of chemical inputs and 
promotion of more resilient and climate-friendly practices. In partnership with development 
partners and the private sector, ADB will support integrated (but modernized) conservation 
agriculture systems, e.g., precision agriculture, biomass management, composting, and biochar 
(charcoal made from biomass) production are all possibilities consistent with regional initiatives.  

                                                            
8 A grant of up to $30 million, to be managed jointly by ADB and the World Bank Group, may be available for the Lao 

PDR. 
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Problem Tree for Agriculture and Natural Resources 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

High rural poverty and low productivity, combined with poor natural resource 
management, are limiting national income generation and development, and 

increasing the exposure to climate-related problems 
National 
Impacts 

Core 
Sector 
Problem 

Deficient 
Sector 
Outputs 

Sector 
Impacts 

Main 
Causes 

Limited capacity 
to develop new 
markets and 
trade 
opportunities 

Increased 
exposure to 
external shocks 
including 
climate risks 

Low rural 
income 
generation 

Most agriculture 
production 
remains at or 
near subsistence 

Low agricultural productivity with a rapidly eroding natural resource base 
and unrealized potential of trade 

Limited 
rural 
economic 
activity 
apart from 
agriculture 

Limited 
capacity in 
public sector 
institutions 
for 
appropriate 
regulatory 
and 
extension 
support 

Limited 
capacity to 
sustainably 
manage 
and protect 
natural 
resources 

Rapidly 
deteriorating 
quantity and 
quality of 
natural 
resource 
base 

Production 
is primarily 
limited to 
rice 

Under-
investment 
in 
knowledge 
and 
appropriate 
technologies  

Limited 
diversification 
to higher 
value crops 
and products 

Geography, 
terrain, and 
large areas 
contaminat
ed by UXO 
constrain 
production 
and 
marketing 
potential. 

Rural 
family 
incomes 
are 
below 
potential 

Natural 
resource 
base 
degraded 

Weak 
private 
sector 
compound-
ded by 
SOE 
crowding 

Large 
areas of 
potentially 
productive 
land under 
or poorly 
utilized 

Under-
exploited 
trade 
opportunities 
in agriculture  

Under- 
investment 
in produc-
tive rural 
infra-
structure 
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Sector Results Framework for Agriculture and Natural Resources  (Agriculture and Natural Resources 2012 –2016) 

Country Sector Outcomes Country Sector Outputs ADB Sector Operations
Outcomes 
supported by 
ADB 

Indicators with 
Targets and  
Baselines 

Outputs Supported 
by ADB 

Indicators with 
Incremental Target 

(baseline zero) 
Planned and Ongoing ADB   

Operations 
Main Outputs Expected 
from ADB Interventions 

Improved rural 
productivity 
and food 
security 

 

 

 

 

 

 

 

 

Enhanced 
natural 
resources 
productivity 
and climate 
resilience 

 

Paddy production 
increased from  
3.1 million tons in 
2009 to 4.2 million 
tons in 2016 
 
Average gender and 
ethnic disaggregated 
rural incomes have 
increased by 3% 
from 2010  

 

 

 

Baseline forest area 
at 65% of total land 
area in 2010 
maintained by 2016 

Irrigation facilities, 
rural roads, 
postharvest 
facilities, and 
inclusive supply 
chain logistics 
expanded and 
maintained 
 
 
 
 
 
 
Climate-proofed 
irrigation and 
transport 
infrastructure 
expanded and 
maintained 
 
 
 
 

10,000 ha of irrigated area 
improved by 2016 
 
475 km of rural access road 
rehabilitated and 
postharvest facilities built in 
three production centers by 
2016 

 
 
 
 
 
Government policies, plans 
and laws on water and land-
based resources 
operationalized 
 

Climate change mitigation 
and adaptation strategies 
integrated into ANR sector 
policy and programs (zero in 
2011) 

 
 

Pipeline Projects

• Nam Ngum River Basin 
Management for Sustainable 
Livelihood (2014,  $10 million) 

• Productivity Enhancement along 
the EWEC (2012,  $40 million) 

• Climate-Friendly Value Chain and 
Natural Resources Development 
(2016,  $40 million) 

• Climate-Resilient Water Resource 
Management for Food Security 
(2013, $10 million) 

• Productivity Enhancement in 
Irrigated Areas (2011, $800,000) 

• National Integrated WRM Support 
Program (2011, $300,000) 

• Improved Management in Irrigated 
Areas (2013, $600,00) 

• Nam Ngum River Basin 
Development Sector (additional 
financing, 2011, $5 million) 

 

Ongoing Operations 

• Sustainable Natural Resource 
Management and Productivity 
Enhancement ($35 million) 

• Northern Rural Infrastructure 
Development Sector ($23 million) 

• Nam Ngum River Basin 
Development Sector ($17.38 
million) 

85 producer and water 
groups formed and trained 
with 30% women in  
400 villages by 2017 

 

Improved ANR policy 
including environmental 
safeguard 

Land use planning maps 
prepared and in use by 
2013 
River basin plans 
established and 
implemented in 5 basins 
with flood forecasting and 
early warning center 
established 

 
Capacity strengthened in  
national and provincial 
water resources and 
environment administration  
offices of which over 40% 
are female 

Increased number of 
women with access to 
credit, technology, and 
other support related to 
agricultural production. 

Source: Asian Development Bank 


