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Table 1 2020

Population, million 7.3

GDP, current US$ billion 1 8.1

GDP per capita, current US$ 2489.3

National Official Poverty Rate
a 1 8.3

International poverty rate ($1.9)
a 1 0.0

Lower middle-income poverty rate ($3.2)
a 37.4

Upper middle-income poverty rate ($5.5)
a 38.8

School enro llment, primary (% gross)
b 1 00.0

Life expectancy at birth, years
b 67.6

(a) National Stat ist ics Off ice. M ost recent value (2018).

(b) WDI for School enrollment (2019); Life expectancy (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
The COVID-19 pandemic has intensified 
existing structural vulnerabilities, lead-
ing to deterioration of macroeconomic 
conditions. Despite some administrative 
reforms, domestic revenue has dropped 
sharply,  worsening the fiscal situation. 
The public debt stock is estimated to 
have increased to 65 percent of GDP in 
2020, from 59 percent in 2019. Rising debt 
levels and a growing proportion of non-
concessional borrowing have significant-
ly increased external debt-service pay-
ments to around US$1.1 billion a year in 
the medium term. In addition, credit rat-
ing downgrades by Fitch and by 
Moody’s, the growing fiscal imbalance, 
and limited domestic financing options 
have led to higher external borrowing 
costs. Several recent attempts to borrow 
on external commercial markets have 
failed, but the government maintains that 
it will be able to meet debt service obliga-
tions for 2021.  
The COVID-19 outbreak has slowed 
progress against poverty. While steps 
taken to contain the pandemic, such as 
travel restrictions and social distancing  
measures, have been highly successful, 
these have also resulted in job losses 
and income reduction. Declining eco-
nomic activity has pushed the unem-
ployment rate to 23.4 percent while the 
return of large numbers of migrants 
from abroad has meant a substantial 

loss in remittances, which are a major 
source of income for nearly 10 percent 
of households. Elevated food inflation 
has eroded households’ purchasing 
power and the poverty rate (measured 
as $3.2 a day, 2011 PPP) is expected to 
increase by at least 1.7 percentage points 
in 2020, as compared with a non-COVID
-19 scenario.  
 
 

Recent developments 
 
The COVID-19 outbreak has caused 
growth to further slow. The pandemic 
has mainly affected tourism-related ser-
vices and light manufacturing, with de-
mand falling and supplies disrupted dur-
ing lockdown. Growth is estimated at 0.4 
percent for 2020, the lowest level in three 
decades. The growth estimate was re-
vised upward from the October projec-
tion due to strong exports, robust  agri-
cultural growth, gradual revivals in man-
ufacturing and domestic transportation, 
plus financial support to firms affected 
by the slowdown.  
Despite a tightening of expenditure, sig-
nificant revenue shortfalls have height-
ened fiscal stress and the public debt bur-
den. In February 2021 the government 
estimated that domestic revenues were 20 
percent below target . With expenditure 
almost 13 percent below the planned fig-
ure, the budget deficit stood at about 5.6 
percent of GDP in 2020. Reform of power 
sector state enterprise is underway and 
may assist with the budget in future, but 
progress is slow.  

LAO PDR 

Lao PDR’s long-standing structural 

vulnerabilities have been exacerbated by 

the COVID-19 outbreak. Falling reve-

nue collection, limited reserve buffers 

and mounting public debt service—

coupled with the decision to not partici-

pate in the G-20 debt services suspen-

sion initiative— have forced the govern-

ment to take costly refinancing options, 

exacerbating the country’s future fiscal 

burden and the macro situation. Limited 

fiscal space and hence constrained re-

sponse to the pandemic, threaten to re-

verse gains made in poverty reduction.  

FIGURE 1  Lao PDR / Real GDP growth and contributions to 

real GDP growth 

FIGURE 2  Lao PDR / Actual and projected poverty rates and 

real GDP per capita 

Sources: Lao Statistics Bureau, World Bank staff estimates.    Sources: World Bank. Notes: see Table 2. 
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After two failed attempts, a third road-
show is taking place to offer $350 mil-
lion of bonds so that the government 
can rollover commercial debts which 
mature in 2021. In addition, long-
standing negotiations on debt resched-
uling with China continue. Debt to Chi-
na accounts for almost 45 percent of 
total debt stock.     
Foreign reserve buffers remain low. Re-
serves rose to $1.3 billion in December, 
mostly due to a swap line with the Peo-
ple’s Bank of China. A shortage of for-
eign currency has widened the gap be-
tween the official and parallel markets. 
The gap stood at about 8 percent in ear-
ly 2021. The government is working 
with major foreign investors to improve 
fund flow mechanism in order to in-
crease foreign currency circulation in 
the economy.  

 

Outlook 
 
Growth is expected to gradually rebound in 
the medium term, but will remain far below 
pre-pandemic levels. Gradual recovery is 
expected to be supported by infrastructure 
investment, improved services sector per-
formance and increased private consump-
tion. However, the outlook is challenged by 
downside risks, including natural disasters, 
slow recovery in key trading partners, a 
prolonged COVID-19 outbreak and delayed 
vaccine rollout, heightened difficulties in 
meeting external public debt service obliga-
tions, and financial sector vulnerabilities.   
Easing fiscal and public debt pressures de-
pends on progress with revenue reforms 
and macroeconomic stability. Mounting 
debt payments, totaling about $1.1 billion 

annually over 2022–25, and the deteriorat-
ing macroeconomic situation will force the 
country to borrow at higher rates. Concert-
ed efforts are needed to strengthen revenue 
mobilization, expand the tax base, improve 
debt management and transparency, and 
implement public financial management 
reforms to gradually restore macro stability.  
In addition to restoring macro stability, 
structural reforms are necessary to fully 
benefit from better connectivity and region-
al integration in the medium to longer term. 
Lao PDR needs to accelerate reforms to the 
business environment, promote links to 
regional value chains, and invest in human 
capital. Only then can the country maximize 
returns from the Lao-China railway, set to 
open at the end of this year; preferential 
trade agreements, especially with China; 
and the newly signed Regional Comprehen-
sive Economic Partnership (RCEP).  

TABLE 2  Lao PDR / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 6.3 5.5 0.4 4.0 4.6 4.7

Real GDP growth, at constant factor prices 6.3 5.5 0.4 4.0 4.6 4.7

Agriculture 1.3 1.2 3.2 2.8 3.1 3.1

Industry 7.8 5.6 3.6 5.4 4.0 3.7

Services 6.8 7.0 -3.4 3.2 5.7 6.2

Inflation (Consumer Price Index) 2.0 3.3 5.1 5.0 5.0 5.0

Current Account Balance (% of GDP) -11.5 -8.0 -2.8 -3.9 -5.6 -5.8

Fiscal Balance (% of GDP) -4.7 -5.1 -5.6 -5.3 -4.7 -4.0

Debt (% of GDP) 57.2 58.4 64.5 66.7 65.1 61.4

Primary Balance (% of GDP) -3.0 -3.1 -3.5 -3.2 -2.7 -2.1

International poverty rate ($1.9 in 2011 PPP)a,b 10.0 9.7 9.8 9.6 9.3 9.1

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 37.4 36.8 36.9 36.5 36.0 35.5

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 70.4 69.8 70.0 69.6 69.1 68.5

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a) Calculations based on EAPPOV harmonization, using 2012-LECS and 2018-LECS.Actual data: 2018. Nowcast: 2019-2020. Forecast are from 2021 to 2023.

(b) Projection using annualized elasticity (2012-2018)   with pass-through = 0.7 based on GDP per capita in constant LCU. 


