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Lao People’s Democratic 
Republic 
Development Indicators 

Non-MDG

Population	in	million		
(2009)

6.1

Annual	population	growth	rate	(%)	
(2009)

2.0

Adult	literacy	rate	(%)	
(2005)

84.0

Percent	of	population	in	urban	areas	
(2008)

30.9

MDG

Population	living	on	less	than	$1.25	a	day	(%)	
(2002)

44.0

Population	living	below	the	national	poverty	line	(%)	
(2008)

26.9

Primary	education	net	enrollment	rate	(%)	
(2005)

84.0

Primary	completion	rate	
(2005)

62.0

Under-5	mortality	rate	per	1,000	live	births	
(2005)

68.0

Maternal	mortality	ratio	per	100,000	live	births	
(2005)

405.0

Population	using	improved	drinking	water	sources

Urban	(2008) 84.0

Rural	(2008) 38.0

MDG	=	Millennium	Development	Goal.
Sources:	ADB.	2009.	Lao	People’s	Democratic	Republic.	Country Strategy and Program Midterm Review, 2007−2011. Manila; 	
ADB.	2010.	Key Indicators. Manila; Government of the Lao PDR and the United Nations. 2009. Millennium Development Goals.  
Progress Report Lao PDR 2008. Vientiane; Ministry of Education; Ministry of Foreign Affairs and United Nations. 2010. Lao People’s  
Democratic Republic. Accelerating Progress Towards the MDGs. Innovative options for reaching the unreached. Vientiane; Ministry 	
of Health; Ministry of Planning and Investment and United Nations Development Programme. 2009. Employment and Livelihoods.  
The 4th National Human Development Report.	Vientiane.

In any designation of, or reference to a particular territory or geographic area in this 	
document,	the	Asian	Development	Bank	does	not	intend	to	make	any	judgments	as		
to	the	legal	or	other	status	of	any	territory	or	area.
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Once	isolated,	and	riven	by	Cold	War	conflict,	
the	Lao	People’s	Democratic	Republic	(Lao	PDR)	
has	undergone	a	dramatic	transformation	in	
the	past	3	decades.	

Poverty	levels	have	been	slashed,	many	barely	
passable	pot-holed	dirt	tracks	have	been	
replaced by all-weather roads; airports, water 
supply	and	irrigation	systems	have	been	built	
or rehabilitated; and education and health 
standards	have	sharply	improved.	The	relatively	
recent	emergence	of	the	hydropower,	mining,	
commercial	agriculture,	and	ecotourism	
industries	is	opening	up	new	income	and	job	
opportunities.

This	landlocked	country	of	6	million	people	at	the	
heart	of	the	six-nation	Greater	Mekong	Subregion	
(GMS)	also	plays	an	increasingly	pivotal	role	as	a	
transnational	road	link,	driving	rising	cross-border	
trade,	tourism,	and	investment.	

Since	it	first	began	providing	financial	assistance	
in	1968,	ADB	has	been	at	the	forefront	of	helping	
the	Lao	PDR	meet	its	development	challenges	and	
is	currently	the	country’s	largest	development	
partner.	Through	the	1970s	and	1980s,	support	
focused	on	infrastructure	improvements	in	
the	transport,	energy,	and	agriculture	sectors	
as	policy	makers	struggled	to	rebuild	a	war-

ravaged	economy.	More	recently,	assistance	
has	broadened	to	include	strengthening	public	
financial management; improving health and 
education services; developing the private sector; 
boosting regional links; managing natural 
resources; and supporting clean, renewable 
hydropower	generation	and	climate	change	
adaptation	measures.

Under	the	current	Country	Strategy	and	
Program	(CSP)	for	2007–2011,	ADB’s	
work	priorities	are	fully	aligned	with	the	
government’s	6th	Five-Year	National	Socio-
Economic	Plan	2006–2010	which	targets	four	
core	sectors—agriculture,	health,	education,	
and	infrastructure.	

ADB’s	assistance	has	helped	build	or	upgrade	
thousands	of	kilometers	of	roads,	substantially	
improving	access	to	markets	and	social	services	
for	poor	communities	in	remote	areas.	Support	
for	education	has	seen	school	enrollment	
rates	rise	sharply,	while	self-sufficiency	in	rice	
production	has	been	achieved	with	thousands	
of	hectares	of	land	improved	by	ADB-funded	
irrigation	upgrades.	

Lao People’s Democratic 
Republic and ADB:  

From Isolation to Integration 

This landlocked country of 
6 million people at the heart 
of the six-nation Greater Mekong 
Subregion (GMS) is playing an 
increasingly pivotal role as a land 
link, supporting rising levels of 
cross-border trade, tourism, and 
investment

The	iconic	Patuxay	Arch	in	the	heart	of	the	fast	growing	
capital	city,	Vientiane.
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Loan and Grant Approvals and Disbursements in the Lao People’s Democratic Republic  
($ million)

1968–2003 2004 2005 2006 2007 2008 2009 Total
Loan and grant approvals �,085.4 �7.7 86.0 4�.6 45.0 �0.0 �0�.9 �,398.6

ADF �,085.4 �7.7 �6.0 4�.6 45.0 �0.0 �0�.9 �,3�8.6
OCR – – 70.0 – – – – 70.0

Disbursements 763.5 48.5 78.7 78.5 77.9 59.5 70.0 �,�76.7
ADF loans/grants 763.5 48.5 67.6 73.5 77.0 58.8 69.5 �,�58.5
OCR – – ��.� 5.0 0.9 0.7 0.5 �8.�

–	=	0,	ADF	=	Asian	Development	Fund,	OCR	=	ordinary	capital	resources.
Notes:	
1.	Excluding	nonsovereign	loans.
2.	Totals	may	not	add	up	because	of	rounding.
Source:	ADB.

Rice	farmers	near	Vientiane	enjoy	year-round	irrigation	water	for	their	crop

ADB-supported	projects	have	also	delivered	
piped	water	and	better	quality	sanitation,	
improving	the	health	and	living	standards	of	
thousands	of	people,	while	energy	investments	
have	reduced	the	number	of	households	
without	power,	and	created	opportunities	for	
the	export	of	electricity	from	the	country’s	vast	
hydropower	resources.

The	country’s	progress	is	clearly	reflected	by	
economic data. In the 5 years to 2009, annual 
growth	of	real	gross	domestic	product	(GDP)	
averaged	7.6%,	one	of	the	fastest	rates	in	the	
region,	and	GDP	per	capita	income	rose	from	
$480	in	2005	to	$920	in	2009.	The	incidence	

of	poverty	dropped	from	45.0%	in	1993	to	
26.9%	in	2008.

The	global	financial	crisis	which	began	in	
2008	has	had	only	a	mild	effect	on	the	
economy,	with	the	buoyant	hydropower	and	
construction	sectors	and	government	stimulus	
spending	supporting	growth.	For	2010,	ADB	
is	projecting	GDP	to	expand	at	a	robust	7.4%,	
rising	further	to	7.5%	in	2011,	on	the	back	
of	strong	metals	prices,	further	mining	and	
hydropower	investments,	and	the	ramping	up	
of	electricity	for	export	from	Nam	Theun	2—
the	country’s	biggest	hydroelectricity	
generation	facility.
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Sector Distribution of Cumulative ADB Loans  
to the Lao People’s Democratic Republic  

(as of 31 December 2009)

Multisector

Agriculture and natural resources

Education

Energy

Finance

Health and social protection

Industry and trade

Tansport and ICT

Water Supply and other Municipal Infrastructure Services

$146.1 million,
12%

$20.0 million,
2%

 $351.7 million,
28%

$173.1 million,
14%

$82.2 million,
7%

$323.3 million,
27%

$79.0 million,
7%$25.0 million,

2%

$10.9 million,
1%

As	of	December	2009,	ADB	has	extended	
approved	loans	and	grants	of	almost	
$1.4	billion,	with	95%	from	the	Asian	
Development	Fund	(ADF),	a	concessional	
financing	window	for	poorer	developing	
member	countries.	ADB	has	also	extended	
$122.6	million	in	technical	assistance.

To	maximize	the	impact	of	its	work,	ADB	also	
arranges	cofinancing	and	in	2009	it	received	
contributions	of	almost	$21	million.	This	
raised	total	cumulative	cofinancing	to	nearly	
$134	million	for	12	investment	projects,	and	
$28	million	for	41	technical	assistance	projects.

ADB	is	strongly	committed	to	cooperating	
with	other	development	agencies	and	donor	
countries. In 2006, it signed the Vientiane 
Declaration	on	Aid	Effectiveness	with	the	
government	and	22	development	partners.		
This	has	paved	the	way	for	an	action	plan	laying	
out	development	priorities	and	a	framework	for	
harmonizing	assistance.	Among	the	Lao	PDR’s	
many	development	partners	are	Australia,	the	
European	Commission,	France,	Germany,	Japan,	
the	Republic	of	Korea,	Luxembourg,	the	Nordic	
Development	Fund,	Switzerland,	the	United	
Nations,	and	the	World	Bank.

Lao People’s Democratic  
Republic and ADB:  
From Isolation to Integration 
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ADB’s Contribution 
to Development and 
Poverty Reduction 

The	current	CSP	is	targeted	at	promoting	pro-
poor	sustainable	growth	through	private	sector	
development	and	regional	integration,	fostering	
inclusive	social	development	by	speeding	
up	progress	on	achieving	the	non-income	
Millennium	Development	Goals,	and	building	
up	capacity	for	good	governance	by	improving	
public	financial	management	and	making	more	
effective	use	of	the	revenues	received	from	the	
Nam	Theun	2.	A	midterm	review	completed	
in	2009	found	the	program	to	be	valid	and	
relevant	to	the	country’s	evolving	needs.	

By	2008,	the	Lao	PDR	made	significant	strides,	
surpassing	the	government’s	2011	targets	for	
GDP	per	capita	income	and	poverty	reduction.	
It is now broadly on track to achieve the bulk 
of	the	Millennium	Development	Goals	by	the	
target	date	of	2015,	although	more	effort	will	
be	needed	to	reduce	child	malnutrition,	and	
infant	and	maternal	mortality.	

With	ADB’s	adoption	in	2008	of	a	new	long-
term	strategic	framework	for	2008–2020	
(Strategy	2020),	operations	have	been	
increasingly	focused	on	supporting	the	
three	strategic	agendas—inclusive	growth,	
environmentally	sustainable	growth,	and	
regional	integration.

With ADB’s adoption in 2008 of 
Strategy 2020, operations have 
been increasingly focused on 
supporting the three strategic 
agendas—inclusive growth, 
environmentally sustainable 
growth, and regional integration

Development Outputs from  
ADB-Supported Projects in the  

Lao People’s Democratic Republic

Sector

Outputs 
Achieved 

2004–2009
EducATiOn

Classrooms built or upgraded (number) �,537

Teachers trained (number) 6,868

Students benefiting (number) 84,�05
EnErgy

Transmission lines installed or upgraded 
(kilometer)

356

Distribution lines installed or upgraded 
(kilometer)

�,�39

New households connected to electricity 
(number)

�5,646

FinAncE

Microfinance accounts opened or  
end-borrowers reached (number)

5,333

TrAnSpOrT

National highways, provincial, district, and 
rural roads built or upgraded (kilometer)

�,0�3

Beneficiaries from road projects (number) 3,600,000
WATEr 

New households served with water supply 
(number)

�4,800

Households connected to new piped  
sanitation (number)

�,630

Households served with new sanitation  
(not piped) (number)

�7,000

Land improved through irrigation services 
(hectare)

5,�04

Note:	Outputs	are	based	on	project	completion	reports	issued	in	
2004	to	2009.
Source:	ADB	estimates.
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ADB’s Contribution  
to Development and  
Poverty Reduction

Getting Neighborly: 
The GMS Story
Mountainous	and	sparsely	populated,	the	
Lao	PDR	remained	largely	secluded	from	its	
neighbors	for	many	years.	But	in	1992	the	
advent	of	the	GMS	Economic	Cooperation	
Program	helped	end	that	isolation.	Under	the	
program,	the	six	GMS	nations	of	Cambodia,	
the	People’s	Republic	of	China,	the	Lao	PDR,	
Myanmar,	Thailand,	and	Viet	Nam,	with	
support	from	ADB	and	other	development	
partners,	have	constructed	cross-border	roads,	
bridges,	and	other	infrastructure.

Among	the	most	beneficial	ADB-assisted	
regional	projects	are	the	transnational	North–
South	and	East–West	transport	corridors,	which	
have	boosted	tourism,	trade,	and	investment	in	
the	country.	Annual	tourist	numbers	now	top	
the	1	million	mark,	and	Lao	PDR’s	trade	with	its	
GMS	neighbors	has	more	than	doubled	from	
$1.5	billion	in	2004	to	$3.4	billion	in	mid-2009.	

Along	with	roads,	trade,	and	tourism,	ADB’s	
work	under	the	program	also	includes	

assistance	to	develop	regional	trade	in	
electricity,	a	biodiversity	conservation		
initiative,	skills	training	for	civil	servants,		
and	activities	to	help	prevent	the	cross-	
border	spread	of	communicable	diseases,		
such as HIV/AIDS. 

Road Transport: 
Arteries of Life
Roads,	along	with	rivers,	are	the	essential	
arteries	of	life	in	the	Lao	PDR,	playing	a	
dominant	role	in	the	movement	of	people		
and	goods,	and	accounting	for	the	lion’s		
share	of	government	and	donor	agency	
spending	on	infrastructure.

Annual tourist numbers now  
top the 1 million mark, and the  
Lao PDR’s trade with its GMS 
neighbors has more than 
doubled from $1.5 billion in 2004 
to $3.4 billion in mid-2009

Border checkpoint on the Friendship Bridge II linking the Lao PDR and Thailand
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With	a	population	density	of	just	25	people	per	
square	kilometer,	and	about	40%	of	9,300	rural	
villages	lacking	any	road	access,	development	
of	the	road	network	is	pivotal	to	government	
efforts	to	support	inclusive	growth	and	poverty	
reduction.

Project	completion	reports	for	2004	to	2008	
show	that	ADB-assisted	projects	built	or	
upgraded	over	2,000	kilometers	of	national	
highways	and	provincial,	district	and	rural	
roads,	benefiting	an	estimated	3.6	million	
people. They helped link farmers to markets; 
created	new	income	opportunities	in	remote	
communities; and provided improved access to 
education,	health,	and	other	social	services.

The Xieng Khouang Road Improvement 
Project—completed	in	2005	and	funded	by	a	
$46	million	ADF	loan	with	cofinancing	from	the	
OPEC Fund for International Development— 
has	provided	all-weather	roads	linking	the	
northeastern	province	of	Xieng	Khouang	to	
the	rest	of	the	country,	and	neighboring	Viet	
Nam.	As	a	result	of	the	project,	transport	costs	
and	travel	times	have	been	sharply	reduced,	
passenger	and	freight	traffic	has	grown	
substantially,	tourist	numbers	rose	by	over	
200%	between	2000	and	2004,	and	incomes	
in	the	project	area	increased	by	around	6%	a	
year	between	2000	and	2005.	The	ratio	of	poor	
people	in	the	project	zones	fell	from	49%	in	
2000	to	30%	in	2005.

However,	much	work	remains	to	be	done.	
Many	primary,	paved	routes	have	deteriorated	

because	of	a	lack	of	maintenance	and	natural	
disasters,	while	secondary	and	tertiary	roads	
are	in	poor	condition.	Support	for	improved	
road	safety	and	the	sustainable	maintenance	of	
road	networks	are	a	priority	for	ADB	under	the	
remaining	period	of	the	current	CSP.

Agriculture:  
The Quiet Revolution 
Agriculture—on	which	about	80%	of	all	
households	depend—is	undergoing	a	quiet	
revolution	on	the	back	of	all-weather	roads,	
and	other	infrastructure	improvements.	
Although	still	dominated	by	subsistence	
farming,	especially	in	remote,	upland	areas,	
there	is	a	growing	move	toward	commercial	
agriculture,	spurred	by	rising	investment	from	
neighboring	countries	including	the	People’s	
Republic	of	China	and	Thailand.	The	rise	of	
large-scale	plantation-style	farming	in	export-
oriented	crops	such	as	corn	and	sugar	cane	saw	
agriculture	exports	grow	at	double-digit	rates	
between	2006	and	2008.

Agriculture—on which about 
80% of all households depend—
is undergoing a quiet revolution 
on the back of infrastructure 
improvements supported 
by ADB

ADB-funded	roads	are	cutting	travel	time	and	costsADB-funded	road	projects	are	linking	isolated	communities	
to	markets	and	services
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Nithong	Keoudom	is	proof	of	the	changing	
fortunes	of	many	farmers.	The	27-year	old		
soft-spoken	mother	of	two,	farms	1.5	hectares	
of	rice	paddies	near	Thin	Tieng	Tai	Village	about	
75	kilometers	from	the	capital,	Vientiane	City.	
Before	the	advent	of	an	ADB-assisted	irrigation	
project	which	rehabilitated	aging,	dilapidated	
water	canals,	Ms.	Keoudom	said	she	was	forced	
to	watch	her	crop	wither	and	die	in	some	dry	
seasons.

“Now I can open the water gate and draw 
water for my fields whenever I need it, and the 
income I earn from selling surplus rice has gone 
from	about	1	million	kip	(KN)	a	year	($122)	to	
KN6 million. I can even afford to hire some of 
my	neighbors	to	help	me	with	planting	and	
harvesting,”	she	said.	

Fellow	farmer,	Chanthanom	Vongphachanh,	
who	owns	3	hectares	of	rice	paddies	nearby,	
says	as	a	result	of	the	irrigation	improvements	
she	has	earned	enough	additional	income	to	

hire	a	tractor	to	plow	her	fields	and	80	seasonal	
workers,	as	well	as	expanding	her	dry	goods	
store—a	major	income	multiplier	in	a	poor,	
rural	community.

The Decentralized Irrigation Development and 
Management	Sector	Project,	funded	with	a	
$17.6	million	ADF	loan	and	cofinanced	by	
Agence	Française	de	Développement,	was	
carried	out	in	six	provinces	between	2002	
and 2008. It has boosted average rice yields 
by	over	30%,	and	household	incomes	four-
fold	in	the	dry	season,	directly	benefiting	over	
30,000 people. It has also helped communities 
establish	water	users’	associations	to	manage,	
operate,	and	maintain	the	irrigation	systems,	
and	is	providing	a	financially	sustainable	model	
for	irrigation	which	could	be	replicated	in	
other	parts	of	the	country.	Before	this	initiative,	
5,104	hectares	of	land	were	improved	by	
irrigation	services	provided	under	three	other	
ADB-supported	projects.	

ADB	is	also	providing	assistance	for	crop	
diversification	and	livestock	production,	
which	the	government	has	identified	as	key	to	
reducing	poverty	in	rural	areas	and	for	putting	
agriculture	on	a	more	commercial	footing.	

Energy:  
The Hydro Advantage
Mention	the	word	“power”	to	anyone	in	the	
Lao	PDR,	and	one	name	nearly	always	springs	
forth—”Nam	Theun	2.”	This	mega	hydropower	
project	on	the	Nam	Theun	River—the	largest	
foreign	investment	in	the	country	at	around	
$1.3	billion—is	set	to	have	a	huge	impact	on	
the	country’s	future.	Over	its	operating	period	it	
will	generate	about	$1.9	billion	in	government	
revenues,	with	power	exports	to	Thailand,	easily	
the	single	largest	foreign	exchange	income	
earner.	Financial	institutions	from	around	the	
world	have	been	supporting	the	project	with	
ADB	contributing	a	private	sector	loan	of	
$50	million,	a	public	sector	loan	of	$20	million,	
and	a	private	sector	political	risk	guarantee	of	
$50	million.Nithong	Keoudom	sowing	rice	seed
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Many	large	dam	projects	have	been	condemned	
for	damaging	the	environment	and	negatively	
impacting	the	livelihoods	of	vulnerable	rural	
communities.	The	Nam	Theun	2	project—which	
will	operate	under	a	concession	arrangement	
for	25	years	before	being	transferred	back	
to	the	government	free	of	charge—has	been	
carefully	structured	to	address	these	concerns,	
and	in	the	process	is	setting	a	standard	for	
“good	dam”	development.	

Funds	generated	for	the	government	will	be	
coursed	through	a	revenue	management	
plan	specifically	targeted	at	development	
programs	to	cut	poverty	and	improve	quality	
of	life	in	poor	communities.	The	project	has	
strong	environmental	safeguards	built	in	to	
preserve	one	of	the	region’s	few	remaining	
intact	tropical	rainforests	and	to	protect	
wildlife	habitats.	The	more	than	1,200	families	
resettled	from	the	project	site	are	being	fully	
compensated,	and	provided	with	new	land,	
electricity	and	water,	social	services,	and	
livelihood	training	support.	

Along	with	Nam	Theun	2,	ADB	has	also	
helped	develop	two	other	large	hydropower	

plants,	Theun-Hinboun	and	Nam	Leuk,	and	is	
supporting	improvements	in	rural	electrification	
through	the	Northern	Area	Rural	Power	
Distribution	Project	and	the	Greater	Mekong	
Subregion	Northern	Power	Transmission	
Project.

ADB	project	completion	reports	for	2005	show	
that	more	than	1,100	kilometers	of	distribution	
lines	were	installed	or	upgraded,	enabling	more	
than	25,000	households	to	be	connected	to	an	
electricity	supply	for	the	first	time.

The	growing	importance	of	partnerships	for	
energy	sector	development	can	also	be	seen	
in	the	Theun-Hinboun	project,	where	a		
public–private-partnership	company	formed	

The	Nam	Theun	2	project	has	given	compensation	and	livelihood	support	to	resettled	families

The Nam Theun 2 project 
has been carefully structured 
to address livelihood and 
environment concerns, and 
in the process is setting the 
standard for “good dam” 
development
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between	the	state-owned	power	utility	
Electricité	du	Laos,	and	two	private	foreign	
investors	has	been	engaged	in	the	financing,	
construction,	and	operation	of	the	facilities.	
ADB	helped	coordinate	negotiations	between	
the	parties,	and	continues	to	work	closely	with	
the	government	to	explore	further	partnerships	
to	bridge	funding	gaps	and	accelerate	the	
rollout	of	new	infrastructure.	

Education:  
Preparing for Life
“In the past when I would ask a question, 
my students would stay quiet. But after I 
got	training	and	introduced	new	learning	
techniques,	now	everyone	puts	their	hand	up,	
they	all	want	to	answer	the	question,”	says	
Kounsern	Bounyavong,	a	Grade	4	teacher	at	
Ban	Palai	Primary	School	in	a	remote	farming	
community	in	Xaignabouli	province,	northwest	
of	Vientiane.

Mr.	Bounyavong	is	one	of	nearly	
13,000	teachers	who	have	benefited	from	
in-service	training	under	the	ADB-assisted	
Second Education Quality Improvement Project, 
covering	both	primary	and	secondary	levels.	
The	project,	approved	in	2001,	was	funded	
with	a	$20	million	ADF	loan	and	cofinanced	
by the Swedish International Development 
Cooperation	Agency.

Ban	Palai	Village	officials	and	parents	are	
equally	enthusiastic	about	the	project,	which	
renovated	a	block	of	five	classrooms	and	
provided	skills	training	to	all	the	school’s	
teachers.	They	note	that	enrollment	is	at	100%,	
dropouts	and	absenteeism	are	down,	student	
exam	pass	rates	have	risen	sharply,	girls	and	
boys	are	participating	equally	in	lessons,	teacher	
morale	is	high,	and	the	community	is	more	
involved	in	school	activities.

“The	old	school	building	had	a	hole	in	the	roof	
and	it	leaked	when	it	rained	so	the	children	
were	reluctant	to	go	to	class.	Now	they	have	a	
nice	building	and	can	see	that	the	teachers	have	
new	methods	to	make	classes	more	interesting	

and	this	encourages	them	to	go,”	says	Lian	
Inthasone, 49, head of the school’s parents 
committee.

Transforming	basic	education	has	been	a	
key	element	of	ADB’s	support	for	the	sector	
over	the	past	decade,	and	the	country	is	on	
track	to	achieve	the	Millennium	Development	
Goal	target	of	universal	primary	education	by	
2015.	Net	primary	enrollment	rate	increased	
from	58%	in	1991	to	over	90%	in	2009	and	
enrollment	rates	at	secondary	level	also	jumped,	
with	girls	making	fast	progress.	

Primary	age	literacy	rates	have	also	improved,	
particularly	in	poor	priority	districts.	However,	
there	are	still	gaps	in	access,	equity,	and	
quality	of	education	across	regions	and	
ethnic	groups.

Project	completion	reports	for	2004,	2007,	
and	2008	show	that	ADB	helped	build	or	
upgrade	over	1,500	classrooms	and	trained	
more	than	6,800	teachers,	benefiting	over	
84,000	students.	

Substantial	resources	have	also	been	devoted	
to	secondary	and	higher	education.	The		
Postsecondary	Education	Rationalization	
Project,	completed	in	2002	and	funded	with	a	
$16	million	ADF	loan,	established	the	National	
University	of	Laos	by	consolidating	10	post-
secondary	institutions.	The	university	has	helped	
support	a	sharp	increase	in	the	number	of	
students	taking	higher	education	courses	and	
boosted	the	quality	of	teaching.

“One	of	the	key	outcomes	of	this	project	is	
that	as	a	result	of	the	training	for	our	teachers,	
there	has	been	a	big	increase	in	the	number	
who	hold	Masters	and	PhD	degrees,	and	
both	the	government	and	the	students	now	
believe	that	the	university	can	provide	quality	

Transforming basic education 
has been a key element of ADB’s 
support for the sector over the 
past decade, with net primary 
enrollment rate up from 58% 
in 1991 to over 90% in 2009
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“Before I got piped water I had to go to the 
river	and	carry	it	back	in	buckets	with	help	
from my eldest daughter; and it took up to 
3 hours a day. Now I have it at home, I have 
been	able	to	set	up	a	small	shop	at	the	front	of	
my house to earn income; I have more time to 
look	after	my	children,	and	they	are	not	having	
problems	with	their	stomach	like	diarrhea	
from	drinking	from	the	river	like	they	did	in	
the	past,”	says	Kaenchan	Chithaphone,	28,	a	
housewife	and	store	owner	who	lives	in	Khan	
Village,	Nambak,	in	Louangphrabang	Province	
in	northern	Lao	PDR.

Nambak,	one	of	the	poorest	districts	in	the	
province,	well-known	locally	for	the	production	
of	oranges,	has	seen	a	surge	in	agricultural	
production	as	women	have	more	time	to	spend	
on	family	farm	work.

“Women	are	playing	a	much	more	important	
role	than	they	did	in	the	past.	Now	they	
are	able	to	help	take	care	of	orange	farms	
to	increase	the	quality	of	the	crop,	and	
to	raise	poultry	and	other	livestock,”	said	
Soulith	Chindamany,	general	manager	of	the	
Louangphrabang	Water	Supply	State	Enterprise	
and	an	implementation	officer	for	the	Water	
Supply	and	Sanitation	Sector	Project.	The	

ADB has been the lead 
development partner of the 
government in helping deliver 
potable water and improved 
sanitation to thousands of 
families around the country

knowledge	and	skills,”	says	Associate	Professor	
Lammai	Phiphakhavong,	vice	president	of	the	
university.

Moving	forward,	ADB	will	continue	to	focus	on	
strengthening	quality	and	access	to	education	
at the secondary and higher education levels. It 
will	also	help	the	country	meet	a	growing	need	
for	technical	skills	through	the	Strengthening	
Technical	and	Vocational	Education	and	Training	
Project,	which	targets	improvements	in	training,	
equipment,	and	equality	of	access	to	vocational	
training.	

Water and the 
Environment: Turning 
on the Taps
Clean,	piped	water	and	improved	sanitation	
can	be	both	a	life	saver	and	life	changer	for	
members	of	poor	communities,	especially	
women.	And	ADB	has	been	the	government’s	
lead	development	partner	in	delivering	potable	
water	and	better	sanitation	to	thousands	of	
families	in	priority	development	districts.	

Completion	reports	for	2005	to	2008	show	ADB-
assisted	projects	helped	connect	nearly	15,000	
new	households	to	piped	water,	while	more	than	
17,000	received	better	sanitation	facilities.	With	
74%	of	the	population	having	access	to	safe	
drinking	water	in	2007,	the	country	is	well	on	
the	way	to	achieving	its	Millennium	Development	
Goal	target	of	80%	access	by	2015.

Chemistry	class	at	the	National	University	of	Laos Cooling	off	with	clean,	piped	water	in	Khan	Village
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project,	which	was	completed	in	2007,	was	
funded	with	a	$21	million	ADF	loan.

Health: Reaching 
Remote Communities 
In the early 1990s, preventable diseases and 
chronic	malnutrition	were	widespread	in	the	
country	with	few	health	clinics,	low	quality	care,	
and	limited	access	to	services,	particularly	in	
remote,	upland	areas.	

Significant	progress	has	been	made	since	
then,	with	the	maternal	mortality	dropping	
from	405	out	of	100,000	live	births	to	370	in	
2009.	Full	immunization	coverage	of	eligible	
children	reached	about	80%	in	2008,	while	the	
malnutrition	rate	on	a	weight-for-age	basis	has	
fallen	from	37%	in	2005	to	35%	in	2008.	ADB	
assistance	has	contributed	to	these	improved	
outcomes,	particularly	in	remote	areas	with	
ethnic	minorities.

The	Primary	Health	Care	Project,	ADB’s	first	
health	intervention	in	the	country	funded	with	
a	$4.5	million	ADF	loan,	was	a	significant	
pilot	initiative	in	two	poor	provinces	which	
helped	set	the	foundation	for	improved	health	
delivery	in	rural	areas.	Along	with	building	
more	than	70	health	centers,	it	trained	nearly	
6,000	health	workers,	and	established	an	
innovative	self-sustaining	revolving	fund	
system	to	ensure	the	supply	of	affordable,	
quality	drugs,	and	to	cover	the	cost	of	
running	the	health	centers.	Activities	were	
subsequently	expanded	into	eight	northern	
provinces	under	a	follow-up	project	funded	
with	a	$23.7	million	ADF	loan	and	completed	
in	2008.

The Primary Health Care 
Project, ADB’s first health 
intervention in the country, 
helped set the foundation  
for improved health delivery  
in poor, rural areas

Healthcare	is	reaching	remote,	rural	communities	with	ADB	support
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The	more	recent	Health	Sector	Development	
Program,	with	ADF	grant	of	$20	million,	has	
been	helping	the	government	draw	up	a	
comprehensive	human	resources	development	
policy	to	improve	sector	training,	planning,	
and	budgeting.	Support	is	also	being	given	to	
develop	an	overall	health	sector	plan	for	2011	
to	2015	which	will	harmonize	development	
partner	assistance	to	address	funding	gaps.	

Finance and the  
Private Sector:  
Market Economy Rising
Reforming	and	improving	the	finance	sector,	
including	public	sector	financial	management,	
has	become	an	increasingly	important	area	
of	work	for	ADB	over	the	past	decade	as	the	
Lao	PDR	transitions	to	a	market	economy	
and	grapples	with	an	increasing	flow	of	
new	revenues	from	hydropower	development	
and	mining.	

The	ADB-assisted	Banking	Sector	Reform	and	
Rural	Finance	Sector	Development	Programs—
approved	in	2002	and	2006,	with	$15	million	
and	$10	million	ADF	loans,	respectively—

have	helped	strengthen	bank	oversight,	
recapitalized	state	banks,	improved	credit	
quality,	and	substantially	decreased	state	banks’	
nonperforming	loans.	

ADB	has	also	been	a	strong	supporter	
of	microfinance—a	crucial	tool	for	
funding	livelihood	opportunities	for	low	
income	households.	Project	completion	
reports	for	2005	and	2007	show	that	
over	5,300	microfinance	accounts	were	
established,	with	total	loans	of	about	
$5	million	extended.	

Along	with	bank	sector	reforms,	ADB	has	
provided	program	assistance	to	help	develop	
the	private	sector	as	a	driving	force	for	
economic	growth	and	poverty	reduction.	The	
Private	Sector	and	Small	and	Medium-Sized	
Enterprises	Development	Program,	approved	
in	2007	with	a	$5	million	ADF	grant,	paved	
the	way	for	new	business	registrations	for	over	
5,000	enterprises.

ADB has been a strong 
supporter of microfinance– 
a crucial tool for funding 
livelihood opportunities for  
low income households 

ATM	centers	like	this	one	in	Vientiane	are	improving	the	
ease	and	speed	of	banking
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Performance	indicators	for	2009	show	that	
67%	of	ADB’s	projects	and	programs	were	
rated	successful	in	terms	of	overall	operational	
quality,	with	two-thirds	of	all	financing	focused	
on	the	core	sector	areas	of	Strategy	2020.	Of	
the	operations	in	core	sector	areas,	80%	have	a	
specific	gender	mainstreaming	element,	three	
times	the	ADB-wide	figure	for	2009.	

The	3-year	(2007–2009)	average	rating	for	the	
performance	of	projects	at	implementation	
shows	that	95%	were	satisfactory,	above	the	
ADB-wide	average	of	93%	for	the	period,	
and	in	2009	the	average	processing	time	for	
sovereign	operations	was	5	months,	less	than	
half	the	ADB	average	of	14	months.	

At	the	same	time,	country	and	sector	assessments	
conducted by ADB’s Independent Evaluation 
Department	and	some	project	completion	and	
performance	reports	have	highlighted	areas	
where	ADB	needs	to	step	up	efforts.

A	2008	project	completion	report	for	the	Water	
Supply	and	Sanitation	Sector	Project	found	that	
water	supply	tariffs	were	initially	set	too	low,	
with	the	provincial	water	supply	enterprises	
unable	to	cover	expenses,	resulting	in	financial	
losses	that	undermined	the	sustainability	of	
services.	High	up-front	connection	costs	were	a	
deterrent	for	some	poor	households,	resulting	
in	water	connection	coverage	rates	that	were	
lower	than	expected.	

A	new	agreement	with	provincial	governments	
on	water	tariffs	has	now	led	to	pricing	levels	
that	have	made	water	supply	more	financially	
sustainable	and	paved	the	way	for	the	
conversion	of	water	supply	enterprises	into	
more	commercially	oriented	businesses.	The	
ongoing	Northern	and	Central	Regions	Water	
Supply	and	Sanitation	Sector	Project	is	helping	

provincial	governments	and	water	supply	
enterprises	put	in	place	pricing	policies	which	
eliminate	up-front	connection	costs	to	increase	
connection	rates.

An	independent	performance	evaluation	
report	on	the	Second	Financial	Sector	Program	
released	in	2006,	rated	it	partly successful,	
noting	in	particular	design	flaws	in	the	area	of	
restructuring	insolvent	state-commercial	banks,	
which	undermined	many	intended	outputs	and	
outcomes.	With	support	from	the	ADB-financed	
Banking	Sector	Reform	Program,	completed	
in	the	first	quarter	of	2009,	state	banks	have	
now	been	recapitalized	while	the	ongoing	
Rural	Financial	Sector	Development	Program	is	
helping	restructure	the	Agriculture	Promotion	
Bank	and	develop	grassroots	microfinance	
institutions.

Performance indicators for 2009 
show that two-thirds of ADB’s 
projects and programs in the 
Lao PDR were rated successful 
in terms of operational quality

Water	meter	repair	in	Nambak	District.	ADB	is	helping		
utilities	address	financial	concerns
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Over	the	last	3	decades,	the	Lao	PDR	has	come	
a	long	way,	but	the	rapid	shift	from	subsistence	
agriculture	to	a	market-style	economy	has	
thrown	up	many	new	challenges.	

Poverty	levels	in	remote,	upland	areas	remain	
stubbornly	high,	large	gaps	in	the	country’s	
road	network	still	exist,	skill	shortages	have	
emerged	in	key	areas	of	the	economy,	
while	weak	domestic	revenues	stretch	the	
government’s	ability	to	fund	and	maintain	
public	assets.	

The	economic	base	remains	relatively	narrow	
and	there	is	a	high	reliance	on	external	support,	
with	official	development	assistance	making	
up	close	to	90%	of	public	sector	capital	outlays	
from	2006–2008.

There	are	also	concerns	about	the	sustainability	
of	the	country’s	rich	and	diverse	natural	
resources,	amid	the	rapid	rise	of	the	hydropower	
and	mining	industries,	and	the	move	to	large	
plantation-style	commercial	agriculture.

A	new	country	partnership	strategy	for	
2012–2016	will	be	prepared	to	support	the	
implementation	of	the	government’s	new	
Seventh	National	Socio-Economic	Development	
Plan.	This	partnership	will	build	on	past	
successes,	while	addressing	emerging	challenges.	

It is expected to continue to focus ADB’s 
assistance	on	priority	areas	to	help	address	
public	sector	and	human	resource	capacity	
constraints	which	have	held	back	faster-paced	
development and inclusive growth. It is also 
likely	to	target	continued	improvements	
in	governance	and	public	sector	financial	
management,	along	with	stepped-up	efforts	
on	the	sustainable	management	of	natural	
resources,	including	climate	change	adaptation	

measures	needed	to	address	the	growing	threat	
from	severe	weather	events.	

The	private	sector	is	becoming	increasingly	
important	as	an	engine	of	growth	and	ADB	
will	continue	to	support	its	development,	
including	public–private	partnerships	which	can	
help	provide	some	of	the	country’s	substantial	
investment	needs	for	infrastructure	and	
services.	

Developing	workers	with	skills	that	match	the	
economy’s	needs	and	ensuring	that	the	quality	
of	education	improves	will	also	be	key	priorities	
as	the	Lao	PDR	continues	to	move	away	from	
its	agrarian	base	to	become	an	increasingly	
urbanized	society.	

A new Country Partnership 
Strategy for 2012–2016 is being 
prepared which is expected to 
strengthen assistance in priority 
areas to address constraints to 
faster-paced development and 
inclusive growth

Isolated communities are increasingly connected but many 
development	challenges	remain
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The “Sweet” Smell of Success
The	acrid	odor	rising	from	the	fertilizer	mixing	
pan	is	enough	to	make	all	but	the	hardiest	person	
scramble	away	for	fresh	air.

But	for	Sombon	Sihalath	and	other	members	of	
the	Thin	Tieng	Tai	Village	Water	Users	Association,	
the	pungent	mix	of	bat	droppings	and	other	
animal	waste	represents	the	“sweet”	smell	of	
success	from	a	project,	which	has	helped	turn	
subsistence	farmers	into	small	entrepreneurs.	

Before the ADB-assisted Decentralized Irrigation 
Development	and	Management	Sector	Project	
came	to	their	village—about	an	hour	and	a	half’s	
drive	from	Vientiane—in	2003,	farmers	were	
struggling	to	grow	enough	rice	every	year	to	feed	
themselves.	

The	rehabilitation	of	water	canals,	creation	of	village-based	water	users’	associations	to	operate	and	
maintain	irrigation	systems,	and	establishment	of	a	sustainable	financing	mechanism	have	changed	all	
that.	As	a	result,	the	amount	of	land	under	irrigation	in	Thin	Tieng	Tai	and	other	villages	in	Pakngum	
District	has	more	than	doubled	and	crop	yields	have	increased	substantially.

“As	a	result	of	training	that	villagers	received	in	Thailand,	we	have	learned	techniques	to	make	non-
chemical-based	fertilizer	and	in	2007	we	produced	about	72	tons.	We	used	40	tons	ourselves	and	the	
rest	we	sold	to	neighboring	villages,”	said	Mr.	Sihalath,	proudly	displaying	pamphlets	produced	by	the	
village	which	detail	how	the	rich,	dark	mixture	is	made.	

The	village	has	also	begun	producing	its	own	rice	seed—a	departure	from	the	past	when	farmers	were	
forced	to	purchase	seed	from	outside	the	area.

“The	project	has	generated	enough	income	for	some	families	to	expand	or	start	poultry	production	
businesses,	to	rent	or	buy	motorbikes,	cars,	and	even	tractors,	and	to	send	their	children	on	to	secondary	
and	higher	education.	They	are	no	longer	subsistence	farmers,	but	are	running	viable	profit-making	
agribusinesses,”	said	Thatsana	Phommasathith	of	the	Ministry	of	Agriculture	and	Forests,	who	heads	the	
project’s	water	management	association	section.

Suong	Jansamon,	working	at	the	fertilizer	mixing	dish	in	
Thin	Tieng	Tai	Village
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As the Lao People’s Democratic Republic’s largest multilateral development partner, ADB 
has been providing financial assistance since 1968. Support in the 1970s and 1980s was 
focused mostly on roads, agriculture and other infrastructure improvements, but this 
has broadened in recent years to include assistance for public financial management, 
health and education, private sector development, regional integration, hydropower 
development, and climate change adaptation measures. The Lao PDR became a founding 
member of ADB in 1966, and since then has received approved loans and grants of 
almost $1.4 billion, with 95% from the Asian Development Fund, a concessional financing 
window for poorer developing member countries. ADB has also extended $122.6 million 
in technical assistance and to maximize the impact of its work it seeks cofinancing support 
with total cumulative contributions received at end 2009 of around $162 million. 
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on less than $1.25 a day. ADB is committed to reducing poverty through inclusive 
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