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SECTOR ASSESSMENT (SUMMARY): ENERGY1 
 

Sector Road Map 
 
 1. Sector Development Challenges and Opportunities 
 
1. Increase electrification. The highest priority of the Government of the Lao People’s 
Democratic Republic is to rapidly provide access to electricity to all households in the country. 
Electrification increased from 36% of households in 2000 to almost 67% in 2010. The 
government’s target is to increase coverage to 80% of households by 2015 and 90% by 2020.  
 

Table 1: Household Electrification Rates and Targets 
 

Year 
No. of Households 

Electrified 

% of 
Households 
Electrified 

2000 293,495 35.9 
2005 483,133 48.3 
2009 661,447 66.2 
2015 911,270 81.0 
2020 1,108,609 90.0 
Sources: Electricité du Laos. 2009. Power Development 
Plan 2007–2016. Lao National Statistics Bureau. 2007. 
Electricity Statistics Year Book 2006. Vientiane. 
           

2. Meet rapidly increasing demand. As a result of the government’s strong electrification 
programs, electricity demand will increase substantially. Electricité du Laos (EdL) forecasts that 
demand for electricity will increase by an annual average rate of about 11% during 2010–2015. 
Electricity sales are forecast to reach 7,009 gigawatt-hours (GWh) by 2015, and 8,549 GWh by 
2020. To meet this increasing demand, generating capacity will have to be constructed, the 
transmission network integrated throughout the country, and the distribution system extended. 
 
3. To support the required development of the power subsector to meet the forecast 
demand (e.g., building new generating capacity, and transmission and distribution networks; and 
maintaining the existing system), the investment requirement will be very large—estimated at 
$1.2 billion for 2010–2016. Almost $600 million will be needed for the transmission system, 
including rural electrification programs ($160 million). Mobilizing such a large amount is a 
challenge for the government and EdL. 
 
4. Optimize hydro resources. The country possesses large hydropower resources, which 
can be utilized for domestic consumption and for export to generate revenues for country 
development. The government signed memorandums of understanding with Thailand and Viet 
Nam to develop 7,000 megawatts (MW) for export to Thailand and 3,000 MW for export to Viet 
Nam by 2020. Export of hydropower to neighboring countries generates benefits: (i) income from 
royalty payments, (ii) tax income, and (iii) dividends for the government’s equity in projects. 
Maximizing the benefits of export projects is a development challenge, where the Asian 
Development Bank (ADB) can play a role in building capacity for EdL to own, operate, and 

                                                 
1 This summary is based on Lao PDR: Energy Sector Assessment, Strategy and Roadmap. Manila. 

(http://serd-lao.adb.org/). 
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maintain a high voltage transmission network. This will allow the government more ownership 
and negotiating power in dealing with independent power producers (IPPs). 
 
5. Develop renewable energy. The significant potential for small hydropower (less than 10 
MW) is suitable for development, especially in remote areas. Such development will help in 
reaching remote poor provinces, where grid building will be more expensive. However, the high 
transaction costs of IPPs, the absence of a mechanism, and an overall renewable energy policy 
have prevented the widespread development of these smaller resources. ADB can assist in 
developing such a comprehensive renewable energy framework providing the foundation for 
more accelerated use of small and mini hydropower. 
 
6. Promote energy efficiency and conservation. The absence of (i) a national energy 
efficiency plan and program, and (ii) continuous training in energy efficiency, demand 
management and conservation, and energy auditing means that the expected developments in 
energy efficiency have not materialized. These gaps are partly due to the absence of an 
institutional structure required to coordinate energy efficiency work in all the supply subsectors, 
including petroleum and biomass use, and in demand subsectors including transport. Compared 
with international best practice, the country’s regulatory and institutional framework for energy 
efficiency needs to be established, and a program launched that focuses attention on appliance 
efficiency, accountability and reporting by utilities and large end-users, energy management, 
energy auditing, capacity building, and demand-side management. The challenge is to rapidly 
establish the institutional and regulatory infrastructure, and a national program to implement 
energy efficiency projects. 
 
 2. Government’s Sector Strategy 
 
7. Strategy for power development. The government’s strategy for power has focused on 
developing hydropower resources for domestic and export markets and ensuring coverage of the 
country to enable access to electricity to all households. The strategy to develop hydropower 
resources has been successful to the extent that the current electricity supply is almost 100% 
hydroelectric. Four hydropower stations (Houay Ho, Theun Hinboun, Nam Theun 2, and Nam 
Ngum 2) are exporting electricity to Thailand. Many more hydropower projects are in various 
stages of development. The transmission network has not been developed to the extent required 
for the country to possess a fully integrated network, to enable development of the remaining 
hydropower resources, and to provide power to customers. Major investments would be required 
to strengthen the transmission network for this purpose. 
 
8. Financing strategy. The government has followed a policy of using a mix of private 
financing and international lending agency support to develop hydropower-generating facilities 
and the transmission and distribution network. Private international financing has been used to 
develop hydropower plants to meet the country’s requirements. Export power plants have been 
developed as IPPs using foreign capital, while those IPPS have also provided financing for 
dedicated transmission lines. Transmission and distribution development, including rural 
electrification, has been largely undertaken with loans from multilateral lending agencies, 
including ADB. 
 
9. The government has strengthened the national regulations on social safeguards, and 
issued a new decree obliging project developers to prepare, disclose, and consult on the full 
extent of project impacts on affected communities and obtain government approval of 
environmental impact assessments for major projects. 
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 3. ADB Sector Experiences and Assistance Program 
 
10. Assistance for the energy sector. ADB assistance through loans and grants has 
focused on areas where the largest investments are required in the energy sector of a 
developing economy, i.e., generation and transmission, and in rural electrification, which is less 
capital intensive but directly benefits households. The government used ADB financing for 
hydropower plants (e.g., Xeset (40 MW) and Nam Leuk (60 MW) for domestic use, Theun 
Hinboun and its expansion, Nam Theun 2 for export). ADB assistance has enabled the Lao PDR 
to utilize hydropower resources for domestic use and for export. It has strengthened the 
country’s 115 kilovolt (kV) transmission network. For rural electrification, ABD has financed two 
rural electrification projects, while other transmission projects included elements that support 
rural electrification by developing high and medium voltage networks. 
 
11. Country strategy. Forging suitable public–private partnerships to develop the country’s 
vast hydropower resources in an environmentally, socially, and fiscally responsible manner is 
central to the country’s long-term development. ADB’s support for energy sector development 
will be provided through the Greater Mekong Subregion (GMS) and country programs, which will 
work with ADB’s Private Sector Operations Department to explore opportunities for 
private–public partnerships to develop hydropower resources for export. Under the GMS 
program, ADB will continue to facilitate and support the development of cross-border grid 
interconnection, and power trade between the Lao PDR and its neighboring GMS countries, as 
well as a national backbone transmission grid. Priority will be accorded to the integration of the 
country transmission system in the northern region of the country, along the north-south 
economic corridor. With the development of high-voltage transmission and distribution facilities, 
the national electrification ratio will steadily improve and regional power trade will be facilitated. 
ADB will also support the promotion of renewable energy and energy efficiency through regional 
technical assistance (TA) projects. 
 
12. The focus of ADB’s engagement in the energy sector in the Lao PDR is on transmission 
and distribution development, rural electrification, hydropower development, cross-border export 
of hydropower, renewable energy, and energy efficiency. The list of assistance covers six 
thematic areas: improving access to electricity, meeting the rapidly increasing demand and 
integrating the grid, maximizing the benefits of hydropower export projects, promoting renewable 
energy and energy efficiency, undertaking energy policy and planning, and building capacity. 
 
13. Rural electrification. ADB’s focus will continue to be on the poorest regions of the 
country, e.g., the northern region. The ADB-financed Northern Area Rural Power Distribution 
Project is currently being implemented, and the GMS Northern Power Transmission Project is 
being prepared. EdL estimates that about 46,000 new connections will be required during 2013– 
2016 to reach the national goals of electrification.  
 
14. Hydropower exports. ADB’s support will focus on creating an enabling environment for 
investors to continue with the development of hydropower and other resources for export, while 
ensuring that the benefits to the Lao PDR and its institutions are maximized. In this respect, ADB 
support will focus on developing transmission systems including 115 kV, 230 kV, and high 
voltage 500 kV systems, which will (i) serve EdL’s portion of export projects to domestic 
customers, and (ii) enable the EdL network to be interlinked to the transmission line serving 
export customers to ensure maximum benefits of such infrastructure to the Lao PDR. 
 
15. Renewable energy and energy efficiency. Much of the support will be for capacity 
building in the new institutional structure to be established under the Ministry of Energy and 
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Mines to promote renewable energy development and implementation of energy efficiency. The 
specific areas are 

(i) renewable energy, including 
(a) a new institution to promote renewable energy (along with renewable energy); 
(b) support for the comprehensive renewable energy strategy and action plan;  
(c) investment support for small hydropower; 
(d) a mechanism to enable small, local investors to develop small hydropower 

plants and supply the grid (or mini-grids) using a standardized agreement and 
pricing policy, yet to be developed; and 

(e) off-grid projects; and 
(ii) energy efficiency, including  

(a) a new institution to promote and manage energy efficiency initiatives (along 
with renewable energy initiatives), 

(b) support for a comprehensive energy efficiency strategy and action plan, 
(c) implementation of ongoing energy efficiency in government buildings, 
(d) capacity to conduct energy audits and formulate projects, 
(e) energy efficiency standards and labeling, and  
(f) legislation to promote energy efficiency. 

 
16. Gender development issues will be integrated into ADB’s support for rural electrification 
and renewable energy projects. Access to electricity will have positive impacts on reducing 
women’s time poverty and providing new opportunities for income generation. Efforts will be 
made to support affordability through reduced connection fees, lifeline tariffs, off-grid options, 
and credit facilities to cover the cost of connections. Support for clean cooking fuels, such as 
liquefied petroleum gas or biogas that are end-user friendly, will be explored to reduce 
health-related problems among women and children. Rural electrification projects will be 
accompanied by training on the safe and productive use of electricity such as income generation 
skills training for women to capture the benefits of electricity. ADB’s institutional and capacity 
support for the national renewable energy strategy and action plan will ensure gender issues are 
integrated together with sensitization of policy makers on gender and energy issues.  
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Problem Tree for the Energy Sector 

ADB = Asian Development Bank, EdL = Electricité du Laos, PSOD = Private Sector Operations Department, SERD = Southeast Asia Department. 
 
 

Impacts on Socio-Economic Developments of the Country 

Rural electrification target not met Forced power shedding 
and poor quality 
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distribution network 

Lack of a nationwide 
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Sector Results Framework (Energy Sector, 2011–2016)  
 

Country Sector Outcomes Country Sector Outputs ADB Sector Operations
Sector Outcomes with  
ADB Contribution 

Indicators with Targets 
and Baselines 

Sector Outputs with 
ADB Contribution 

Indicators with 
Incremental Targets 

Planned and Ongoing 
ADB Interventions 

Main Outputs Expected 
from ADB Interventions 

Increased and/or more 
efficient use of energy, 
including renewable 
energy 

80% of households having 
access to grid electricity by 
2015 (baseline 2010 = 71%) 
 
Per capita consumption of 
electricity 1000 kWh in 2020 
(baseline 2011 = 450kWh) 
 
Hydropower export 5000 
MW in 2020, (baseline= 
2450 MW) 
 

Improved physical 
infrastructure for reliable 
and sustainable 
electricity supply 
 
 
 
 
 
 
 
Enhanced institutional 
and human resource 
capacity for renewable 
energy, and energy 
efficiency and 
conservation (EE&C) 
 
 
Gender sensitive 
renewable energy 
strategy and action plan 
developed. 
 
Increased share of 
women engaged in 
economic activities as a 
result of access to 
electricity 
 
 
 
 
 
 

400 kilometers (km) of 
new 115 kilovolt (kV) 
transmission lines built 
by 2020 
500 kilovolt grid 
constructed by 2017 
(baseline none 
existent) 
 
A division in charge of 
renewable energy 
development under the 
Department of 
Electricity developed 
by 2016 (baseline = 
various units) 
 
Resource assessment 
for small hydro, 
biomass, solar and 
wind, and technical 
and market potential 
undertaken by 2017 
(baseline = zero) 
 
National EE&C 
strategy and action 
plan prepared by 2020 
(baseline = various 
regulations) 
 
100% implementation 
of energy efficiency in 
government buildings 

Planned key activity 
areas 
Transmission and 
distribution (T&D) 
network including high 
voltage (85%–90% of 
funds) 
 
Capacity building for 
renewable energy and 
EE&C (15%–10% of 
funds) 
 
Pipeline projects with 
estimated amounts 
Nam Ngum 3 
Hydropower Project 
($115.4 million) 
 
Na Bong Substation and 
Transmission Facilities 
($90 million) 
 
Ongoing projects with 
approved amounts 
Northern Power 
Transmission Project 
($20 million and $37 
million cofinancing) 
 
Small and mini 
hydropower development 
for electricity supply in 
rural areas and 
strengthening of 
distribution system

Planned key activity 
areas 
About 400 km T&D line 
built including 500 kV 
 
National policy on 
renewable energy 
 
National policy on EE&C 
 
Pipeline projects  
440 MW hydropower 
station built 
 
2,000 megavolt-ampere 
substation built 
 
27 km of 500 KV line 
acquired 
 
Electricité du Laos able to 
operate high-voltage 
substations 
 
Ongoing projects  
400 km of 115 kV line built 
 
16,000 households 
provided with access to 
grid electricity 

Please spell out all abbreviations in alphabetical order. 
Source: Asian Development Bank and Government of the Lao PDR. 
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